SENATE FI NANCE COWM TTEE
March 28, 2014
9:17 a. m

9:17: 20 AM

CALL TO ORDER

Co-Chair Kelly called the Senate Finance Commttee neeting
to order at 9:17 a.m

VEMBERS PRESENT

Senator Pete Kelly, Co-Chair

Senat or Kevin Meyer, Co-Chair

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

Senat or M ke Dunl eavy

Senator Lyman Hoffman (via tel econference)
Senat or Donny d son

VEMBERS ABSENT

None

PRESENT VI A TELECONFERENCE

Robert Hall, Self, Wasill a.

ALSO PRESENT

John Cheshire, Undergraduate Research Assistant, Petroleum
Devel opnent Laboratory, University of Al aska Fairbanks;
Thomas Pol asek, Undergraduate Research Assistant, Petrol eum
Devel opnent Laboratory, University of Alaska Fairbanks;
Shirish Patil, Director, Petroleum Devel opnent Laboratory,
University of Alaska Fairbanks; James Arnstrong, Staff,
Senator Pete Kelly.

SUMVARY
SB 168 PETROLEUM ENG NEERI NG RESEARCH PROGRAM

SB 168 was HEARD and HELD in commttee for
further consideration.

CSHB 266( FI N)



APPROP: OPERATI NG BUDGET/ LOANS/ FUNDS

SCS CsSHB 266(FIN) was REPORTED out of committee
with a "do pass" recommendati on.

CSHB 267( FI N)
APPROP: MENTAL HEALTH BUDGET

SCS CsHB 267(FIN) was REPORTED out of committee
with a "do pass" recommendati on.

#hb266
#hb267
CS FOR HOUSE BILL NO 266( FI N)

"An Act making appropriations for the operating and
| oan program expenses of state governnment and for
certain prograns, capitalizing funds, and naki ng
reappropriations; and providing for an effective
date."

CS FOR HOUSE BILL NO. 267(FIN)

"An Act nmeking appropriations for the operating and
capi tal expenses of t he state's i nt egrated
conprehensive nental health program and providing for
an effective date."

9:18: 38 AM
AT EASE

9:24:52 AM
RECONVENED

9:25:17 AM

Senat or O son MOVED to ADOPT AMENDMVENT 2 (copy on file):

DEPARTMENT: Fund Capitalization

APPROPRI ATION:  Fund Capitalization (No approp out)
ALLOCATI ON: Trauma Care Fund

ADD: $1, 000,000 UCF (1004) as a new |anguage
subsecti on under FUND CAPI TALI ZATI ON

(xx) The sum of$1,000,000 is appropriated from

the general fund to the Trauma Care Fund (AS
18. 0S. 0S5(a)) . I t i's t he i nt ent of t he
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| egislature that the Departnment of Health and
Soci al Services develop a trauma care fund grant
application process that includes a list of pre-
approved uses in the application for trauna care
f undi ng.

Co- Chair Meyer OBJECTED for discussion.
Senat or O son expl ai ned AVENDVENT 2.
Co-Chair Kelly asked for a description of the fund.

JAVES ARMBTRONG STAFF, SENATOR PETE KELLY, stated that the
fund was capitalized when needed.

Co-Chair Meyer REMOVED his objection. There being NO
OBJECTI QN, AMENDMENT 2 was adopt ed.

Senat or Dunl eavy MOVED to ADOPT AMENDMENT 3 (copy on file).
Co-Chair Kelly OBJECTED for discussion.

Senat or Dunl eavy explained AVENDMENT 3. He stated that the
anmendnent would reduce wunrestricted general fund (UGF)
spending by $3.381 nillion across all agencies including
the governor's office, legislature, and courts. The anount
of the unallocated reduction was equal to 12.5 percent of
agencies (UG) portion of travel. Departnents would have
the flexibility to reduce their budgets where nost
appropri at e.

Co-Chair Kelly asked why the docunentation was necessary.
M. Arnstrong explained that the docunent outlined the nost
appropriate way to equally distribute a 12.5 percent
reduction. He noted that the second colum to the right
showed sone funds that were added since the subconmttee
process.

Co-Chair Kelly stressed that, wthout the docunent, the
|l egislation would not provide an equal distribution of
travel reduction.

Co-Chair Kelly REMOVED his objection. There being NO
further OBJECTI ON, AMENDMVENT 3 was adopt ed.

Co-Chair Meyer MOVED to ADOPT AMENDMENT 4.
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Amend the SALARY AND BENEFI T ADJUSTMENTS subsecti ons
(a) and (b) as follows:

SALARY AND BENEFI T ADJUSTMENTS. (a) The operating
budget appropriations made in sec. 1 of this Act
i ncl ude anount s for sal ary and benefit
adjustnments for public officials, officers, and
enpl oyees of the executive branch, Al aska Court
System enpl oyees, enployees of the |egislature,
and legislators and to inplenment the terns for
the fiscal year ending June 30, 2015, of the
fol |l owi ng ongoi ng col l ective bar gai ni ng
agr eenent s:

(1) Public Enployees Local 71, for the
| abor, trades and crafts unit;

(2) Teachers' Education Association of M.
Edgecunbe;

(3) Al aska Correctional Oficers
Associ ation, representing the correctional
of ficers unit;

(4) Confidential Enployees Association, for
the confidential unit;

(5) Al aska Public Enployees Association, for
t he supervisory unit;

(6) Alaska State Enployees Association, for
t he general governnent unit;

(7) Public Safety Enpl oyees Associ ati on;

(8) Al aska Vocati onal Techni cal Cent er
Teacher's Unit.

(b) The operating budget appropriations nmade to
the University of Alaska in sec. 1 of this Act
i ncl ude anount s for sal ary and benefit
adjustnments for the fiscal year ending June 30,
2015, for university enployees who are not
nmenbers of a collective bargaining unit and to
inmplenent the terns for the fiscal year ending
June 30, 2015, of the following collective
bar gai ni ng agr eenents:

(1) University of Alaska Federation of
Teachers;

(2) Fairbanks Firefighters Union, |AFF Loca
1324;
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(3) United Academ cs -Anmerican Association
of Uni versity Pr of essors, Ameri can
Federation of Teachers;
(4) United Academic -Adjuncts -Anmerican
Associ ation of University Professors,
American Federation of Teachers;
(5 Alaska Higher Education Crafts and
Trades Enpl oyees, Local 6070.

EXPLANATI ON:

F our collective bargaining union agreenents have been
reached that are not yet included in the Senate
oper ati ng budget .

Al aska Vocati onal Technical Center Teacher's Unit

DEPARTMENT: Labor and Wor kf or ce Devel opnment
APPROPRI ATI ON: Al aska Vocati onal Techni cal Cent er
ALLOCATI ON: Al aska Vocational Technical Center

ADD: $26, 100 GCeneral Fund (1004) $1,700 Interagency
Recei pts (1007) $2,800 Statutory Designated Program
Recei pts (1108)

Publ i c Safety Enpl oyees Associ ation

DEPARTMENT: Publ i c Safety APPROPRI ATl ON: Vari ous
ALLOCATI ON:  Vari ous

ADD: $510, 500 General Fund (1004)

$3, 500 General Fund Program Recei pts (1005)

$9, 700 Capital Inprovenent Project Receipts (1061)

600 I nteragency Receipts (1007)

$3, 400 Federal Receipts (1002)

DEPARTMENT: Transportation and Public Facilities
APPROPRI ATI ON: Vari ous ALLOCATI ON: Vari ous

ADD: $73,100 International Airport Revenue Fund (1027)
$4, 800 Federal Receipts (1002)

University of Alaska and United Acadenm c -Adjuncts -
Ameri can Associ ation of Uni versity Pr of essors,
American Federation of Teachers

DEPARTMENT: University of Al aska

APPROPRI ATI ON: Uni versity of Al aska

ALLOCATI ON: Budget Reductions/ Additions -System wi de
ADD: $174,800 General Fund (1004) $174,800 University
Recei pts (1048)

Al aska Hi gher Education Crafts and Trades Enpl oyees,
Local 6070
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DEPARTMENT: University of Al aska

APPROPRI ATI ON: Uni versity of Al aska

ALLOCATI ON: Budget Reductions/ Additions -System w de
ADD: $279,900 General Fund (1004) $279,900 University
Recei pts (1048)

Furt her explanation of agreenents:

The following <collective bargaining unions have
reached agreenents for FY2015 through FY2017:

Al aska Vocati onal Technical Center Teacher's Unit:

FY2015 -1 percent Cost of [living Adjustnent
FY2016 -1 percent Cost of [living Adjustnent
FY2017 -1 percent Cost of |iving Adjustnent

Heal th insurance will be provided for the econony
plan which is $1,371/nonth for FY2015, a
reduction of $18 per enployee per nonth. These
reductions off-sets the FY2015 cost of living
adj ust ment costs.

Public Safety Enpl oyees Associ ati on:

FY2015 -1 percent Cost of I|iving Adjustnent
FY2016 -1 percent Cost of |iving Adjustnent
FY2017 -2 percent Cost of |iving Adjustnent

Heal th insurance will be provided for the econony
plan which is $1,371l/nmonth for  FY2015, a
reduction of$18 per enployee per nonth. These
reduction off-sets the FY2015 cost of [living
adj ust ment costs.

University of Alaska and United Acadenm c -Adjuncts -
Ameri can Associ ation of Uni versity Pr of essors,
American Federation of Teachers:

A tentative agreenment between was reached on
February 18, 2014 and includes a rate increase
based on the nunber of senesters taught at the
Uni versity of Al aska:

0-5 years 1 percent
6-11 years 2 percent
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There being NO OBJECTION, it was so ordered.

M. Arnstrong expl ai ned the anendnent.

Vi ce-Chair Fairclough spoke to the contracts that were just
adopted. She appreciated those that had entered into the
bar gai ni ng agreenents, and understood that the state could
not sustain continued increases.

9:30:34 AM

Senator O son MOVED to ADOPT AMENDVENT 5.

DEPARTMENT: Heal th and Soci al Services

APPROPRI ATI ON: Public Health

ALLOCATI ON: Heal th Pl anni ng and Systens Devel opnent
ADD: $370, 000 UOF (1004)

EXPLANATI ON:

The Senate Subcommittee reduced $1.2 nillion of
UG for the SHARP Program in FY15. Since the
cl oseout, wupdated information has been received
indicating that this cut wll result in a
reduction of funding needed to pay for existing
contracts. The CS version "E' restored $615, 500,
but the program is still short $584,500. This
anmendnent when conmbined with the increase in the
Finance CS version "E' restores $985,500 of the
reduction and ensures that the state funds
existing contracts. Wth the change in the CS and
this anmendnent, the net reduction to the program
in FY15 is $214, 500.

Co- Chair Kelly OBJECTED for discussion.
Senator O son expl ained the anendnent.

Co-Chair Kelly felt that the anmendnment was a positive
response to public testinony.

Senator (A son renmarked that the program was extrenely
i mportant.

Co-Chair Kelly REMOWED his objection. There being NO
further OBJECTI ON, AMENDMVENT 5 was adopt ed.
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9:32:33 AM

Senator O son MOVED to ADOPT AMENDMENT 6.

DEPARTMENT: Heal th and Soci al Services

APPROPRI ATI ON: Behavi oral Health

ALLOCATI ON: Conmunity Action Prevention & Intervention
G ants

ADD: $370, 000 UGF (1004), One-tine funding

ADD I NTENT: It is the intent of the |egislature
that the appropriation to the Minicipality of
Anchorage for the Alaska Donestic Violence
Intervention Project is one-tine funding which
will provide the resources necessary to bridge
program operations until January 1,2015 when
funding is expected to becone available to them
t hrough other funding sources. It is also the
intent of the legislature that the Al aska
Donestic Violence Intervention Project secure
other funding for ongoing operations, wth no
addi ti onal funding to be provided by the
| egi sl ature.

EXPLANATI ON:

Thi s anmendnent adds one-tinme funding for a grant
to the Municipality of Anchorage for the Al aska
Donestic Violence Intervention Project.

Co-Chair Kelly OBJECTED for discussion.
Senator O son expl ained the anendnent.

Co-Chair Kelly REMOED his objection. There being NO
further OBJECTI ON, AMENDMVENT 6 was adopt ed.

Senat or Bi shop MOVED to ADOPT AMENDMENT 7.
AVEND THE FOLLOW NG LANGUAGE SECTI ON:

Sec. |'S. DEPARTMENT OF NATURAL RESOURCES.

(e) If any portion of the federal receipts
appropriated to the Departnent of Nat ur al
Resources for division of forestry wld |and
firefighting crews is not received, that anount
is appropriated from the general fund to the
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Department of Natural Resources, fire suppression

preparedness [ACTIVITY], for the purpose

of

paying costs of the division of forestry wld
land firefighting crews for the fiscal year

endi ng June 30, 2015.

EXPLANATI ON: Thi s amendment corrects
al l ocation nane in the above | anguage secti on.

Co-Chair Kelly OBJECTED for discussion.
Senat or Bi shop expl ai ned t he anmendnent.

Co-Chair Kelly REMOVED his objection. There being
further OBJECTI ON, AMENDMVENT 8 was adopt ed.

9:34: 20 AM
AT EASE

9:44: 31 AM
RECONVENED

9:44: 41 AM

Co-Chair Kelly MOVED to ADOPT AMENDMENT 8.
Page 61, line 3, follow ng "DEVELOPMENT. ":
I nsert "(a)"
Page 61, |ine 4:

Del ete "$24, 999, 999"
| nsert "$100, 000, 000"

Page 61, following line 7:

| nsert new subsections to read:

t he

NO

"(b) The sum of $100, 000,000 is appropriated

from the general fund to the Departnent
Education and Early Devel opnent to
distributed as state aid to districts

of
be

for

the fiscal year ending June 30, 2016,
according to the average daily nenbership

for each district adj ust ed under

AS
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14.17.41Q b) (I )(A-(d) for the fiscal year
endi ng June 30, 2016.

(c) It is the intent of the |egislature that
the appropriations made in subsections (a)
And (b) will allow the Al aska public school
system to maintain operations at a |evel
sufficient to educate children and wll
provide tinme for all stakeholders to work
with the legislature to identify innovative
approaches and possible consolidation of

services that will, over tinme, lower costs
whi |l e mai nt ai ni ng a quality educat i on
system It is also the intent of the

| egislature that this increased funding wll
serve as a bridge to develop a plan and
identify sol utions to i npl enent t hese
changes in an ef fort to recalibrate
i ndi vidual district budget spending |evels
to the 2014 fiscal year spending |evels.

Co- Chair Meyer OBJECTED for discussion.
Co- Chair Kelly expl ai ned the anmendnent.

Co-Chair Myer REMOVED his objection. There being NO
further OBJECTI ON, AMENDMVENT 8 was adopt ed.

Co-Chair Kelly told Senator Hoffman that he was added as a
sponsor of the amendnent.

Senator Hoffrman expressed support of the anmendnent, and
remarked that many Al askans were concerned with educati on.

Co-Chair Kelly thanked the individuals who had hel ped with
t he operating budget devel opnent process.

M. Arnstrong stated that the technical notions would be
avai l abl e on the Legislative Finance D vision website.

Co-Chair Kelly felt that the budget acknow edged that
education was inportant to the state.

9: 50: 58 AM
AT EASE

9:51:42 AM
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RECONVENED

Co-Chair Kelly announced that the reduction in the budget
related to day-to-day agency operations.

Co-Chair Meyer thanked the commttee for the work on the
oper ati ng budget.

Co-Chair Meyer MOVED to REPORT SCS CSHB 266(FIN) as anended
out of conmmittee wth individual recomendations, and
instructed legislative legal and legislative finance to
make the necessary technical and conform ng changes There
bei ng NO OBJECTIQN, it was so ordered.

Co- Chair Meyer MOVED to REPORT SCS CSHB 267(FIN) as amended
out of commttee wth individual recomendations, and
instructed legislative legal and legislative finance to
nmake the necessary technical and conform ng changes. There
bei ng NO OBJECTIQN, it was so ordered.

Co-Chair Kelly expressed gratitude for the work of the
conmittee.

SCS CSHB 266( FIN) was REPORTED out of commttee with a "do
pass” recomrendati on.

SCS CSHB 267(FIN) was REPORTED out of commttee with a "do
pass" reconmmendati on.

9:55:11 AM
RECESS

2:41:14 PM
RECONVENED

#sb168
SENATE BI LL NO. 168

"An  Act establishing the petroleum engineering
research for hydrocarbon optimzation grant program
and fund in the University of Al aska."

2:42:25 PM

JOHN CHESHI RE, UNDERGRADUATE RESEARCH ASSI STANT, PETROLEUM
DEVOLOPMENT LABORATORY, UNIVERSITY OF ALASKA FAI RBANKS,
(UAF) discussed the PowerPoint, "Alaska North Slope (ANS)
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Conventional and Unconventional GO and Gas (Resource
Characterizati on and Devel opnent” (copy on file).

M. Cheshire highlighted slide 23, "Alaska's Heavy Gl
Resources. "

What is heavy oil?

*Flows Iike syrup

*More dense than conventional oi

Where is it found in Al aska?

*On North Sl ope near conventional deposits

* Shal | ower depth than conventional oi

How nmuch is there?

24 — 33 billion barrels

What ' s the chal | enge?

eH gh viscosity makes the oil difficult to
produce economically

M. Cheshire discussed slide 24, "Enhanced Recover of Heavy
al."

Met hods:

*Water Fl ood

*Low cost

oI npl emrented on the Al aska North Sl ope (ANS)

* Poor recovery efficiency

* Ther ma

eInjection of steam heats oil, helping it flow
nore easily

sArctic environment makes steam injection on ANS

difficult

*Sol vent s

*Mx with oil causing it to flow nore easily
eCarbon dioxide and [|ight hydrocarbons are

typi cal solvents
*Coul d be available on ANS with gas sal es
* Resear ch ongoi ng

M. Cheshire highlighted slide 25, "Carbon Di oxide Content
of ANS Gas." He stated that the slide represented the
structure of typical ANS gas. He stated that 12 percent of
the gas was carbon dioxide, which nust be renoved from the
gas before it could be sold.

M. Cheshire | ooked at slide 26, "Research Background."
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Co-Chair Kelly asked for a description of the slide. M
Cheshire replied that the slide was related to the phased
behavi or. When carbon dioxide was injected into the gas it
could form a second liquid phase. The oil reservoir nostly
held oil, water, and gas. If carbon dioxide was injected
the heavy crude oil wuld be pushed to the bottom He
stressed that the research was intended to showcase actua
experinments rather than sinmulators to determ ne how the oi
behaved under ground.

M. Cheshire highlighted slide 27, "Conclusions." He
stressed that it was an ongoing research project, but the
process was noving the state closer to putting a different
kind of oil in the Trans Al aska Pipeline System (TAPS), and
recovering other types of gas from ANS

M. Cheshire displayed slide 28, "Future Research.” He
shared that the continuation of the research would nove the
state closer to properly characterize and understand the
oil in order to econom cally produce the oi

2:47:01 PM

Co-Chair Kelly understood that there was 12 to 13 percent
carbon dioxide in ANS gas. He shared that there would be a
gas treatnent plant to renpbve the carbon dioxide. He
wondered if the use of the carbon di oxi de produced value to
the state. M. Cheshire responded that producers nust be
near a carbon dioxide source. He felt that there may be
synergy anong the products.

Senator Bishop wondered if the carbon dioxide was
considered a carbon. M. Cheshire replied that it was
car bon di oxi de.

Senat or Bi shop wondered if Alaska would be available for
carbon credits from the federal governnent. M. Cheshire
replied that he did not know the details of that program

Senator Dunleavy wondered if <carbon credits for taking
carbon out of the atnosphere. Senator Bishop indicated in
the affirmative.

Co-Chair Kelly stated that he did not think the program

would qualify for carbon credits, because there was no
removal of carbon fromthe atnosphere
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2:50: 25 PM

THOVAS POLASEK, UNDERGRADUATE RESEARCH ASSI STANT, PETROLEUM
DEVOLOPMENT LABORATORY, UNIVERSITY OF ALASKA FAI RBANKS,
di scussed slide 29, "Al aska Heavy G| Resource."

Heavy oil resource overlies existing fields
Ol is present in nmultiple reservoir zones
Total: 24 - 33 Bbbls oil in place

M. Polasek highlighted slide 30, "Permafrost Thaw and
Subsi dence."” As hot fluids or steam are put through the
wells, it would increase the rate of thaw. Normal oil wells
produce oil at approximately 150 degrees Fahrenheit. The
heat that would be applied would be at 600 Fahrenheit.

M. Polasek discussed slide 31, "Permafrost Thaw and
Subsi dence.” Depending on the soil, the soil wuld be
greatly disrupted by the thawing. The friction of the soi
on the well could cause the wells to bend a small anount.
The uneven settling could also destroy the infrastructure
at the surface.

M. Polasek |ooked at slide 32, "lce Content and Upper
Permafrost Soils." The picture on the left showed the dark
areas as ice, so there would be great shifting. The right
hand side showed ice pout, so there may not be shifting in
t hat area.

M. Pol asek discussed slide 33, "Ice Content Upper
Permafrost Soils." The pictures showed how the strength and
integrity of the soil could degrade if nelted.

M. Pol asek highlighted slide 34, "Experinental Equipnment."
The focus of his research was to determne how to keep the
heat inside the wells. The slide outlined their work.

M. Pol asek discussed slide 35, "Project bjectives.”
*Collect data to analyze how best to protect current
and future wells

*Acquire enpirical data for tuning permafrost thaw
conput er simul ations
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eGin lessons learned for future research using frost
cell equi pnent

2:55: 05 PM

\V/ g Pol asek |ooked at slide 36, "Project's Current
Progress.” He stated that the slide showed the frost cel
inside of a refrigerated room the students collecting silt
from the Arny's Cold Regions Research Lab pernafrost
tunnel; and installing the mniature casings into the cell,
whi ch denonstrates the size of the block of soil for the
research.

M. Pol asek highlighted slide 37, "Project's Current
Progress.” The slide shows photos of the process of | oading
the cell. The wires were the different heat sensors that

were inserted in the soil with another layer of silt on top
of the wires. The miniaturized tubing represented the rings
in the oil wells. Each one of the tubes was now sitting
inside the casing, so the fluids would be flooded between
the two tubes. The wres were intended to accurately
nonitor the heat traveling through the wells. The two wells
on the right were vacuuminsulated tubes, to mmc the
vacuuminsulating tubing that could be put inside the
wel | s.

M. Polasek discussed slide 38, "Inpacts on Future Al aska
North Slope G| Production.”

1. Estimated 24 — 33 billion barrels of heavy oil,
much of it is inaccessible without thermal EOR

2. One step closer to unlocking access to heavy oil on
Al aska’s North Sl ope

Co-Chair Kelly wondered surmsed that the 24 to 33 billion
barrels of oil was under current infrastructure. M.
Pol asek agreed.

M. Pol asek | ooked at slide 39, "Future Wrk."

1. More conplex/nultilayered nodels. UAF is the first
to do this type of physical nodeling.

2. Further research into geonechanical forces on
scal ed down wells
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3. Collaboration with Al aska’s energy industry

Co-Chair Kelly shared that there were hundreds of thousands
of trillions of cubic feet of natural gas in the earth. He
asked that M. Patil discuss the existing potential
resource on ANS, and the resource that would be underneath
exi sting infrastructure.

SH RI SH PATIL, D RECTOR, PETROLEUM DEVELOPMENT LABORATORY,
UNI VERSI TY OF ALASKA FAI RBANKS, |ooked at slide 3, "ANS
Heavy G| and Gas Hydrate Resources.” He testified in
support of SB 168. He stated that the slide showed a cross-
section of the ANS neasured oil fields. The two blue areas
were the nethane hydrate resource that sits under or near
the existing infrastructure. The red color was the free
conventional gas, which was where the potential pipeline
woul d bring the gas to narket.

Co-Chair Kelly asked for information regarding timng of
the project, because Al aska was currently only producing
light oil. M. Patil replied that there was research
regardi ng throughput for TAPS at roughly 550,000 barrels
per day, and was rapidly declining. Wile other nethods
were considered for extracting nore oil from ANS, the |ight
oil production was declining. He felt that the heavy oil
production would not go as quickly as desired. If the
carbon dioxide from neasure gas sales was not avail abl e,
the gas must be sequestered. The devel opnent of heavy oil
was critical to nove the oil through TAPS. Heavy oil, |ight
oil, and natural gas devel opnent was an optim zation issue
that one nust see as timng crucial.

3:02: 50 PM

Co-Chair Kelly stated that this was the first tine he had
heard that gas production nust occur to assist in the
devel opnment of heavy oil. M. Patil stated that, though
there will be gas sales, the gas nust be used to inject
into Prudhoe Bay to maintain the reservoir pressure to
extract nmore oil.

Senator Bishop wondered if the bottom right picture was
from BP's heavy oil project. M. Patil replied in the
affirmati ve.

Senator Bishop asked if BP had stopped their heavy oil
project. M. Patil responded that there was still sone
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production from that project. He stressed that there were
sonme limtations in how nuch production could be from the
heavy oil .

M. Patil |ooked at slide 18, "The Gas Hydrate Resource
Pyramd." He noted the different, inportant |ayers that
nmust be perneated in order to reach the resource including
arctic sandstones, deep-water sandstones, non-sandstone
marine reservoirs wth perneability, massive surficial
nodul ar  hydrate, and marine reservoirs wth Ilimted
permeability.

M. Patil spoke to slide 19, "Gas Hydrate Production
Modeling." He stated that the research used many tools that
represented the different aspects of ANS.

\V/ g di scusses slide 20, "Barrow Gas Hydr at es
(Opportunity?)”

Research Objective
- To sinmulate natural gas production from gas
hydrate reservoir accounting for gas hydrate
di ssoci ati on phenonena.

- To forecast and optim ze natural gas production
with precise reservoir managenent

Goal s

- Perform a study on production variance
depending on different well bore designs.

- Predict production behavior in planned wells.

3:08:54 PM

M. Patil highlighted slide 21, "GIL: The Gel Strength
Problem "™ The slide showed a sinmulation that related to gas
to liquids transportation, but also applied to the
t hroughput in TAPS. He stressed that the flow would stop
if the outside tenperature drops.

M. Patil discussed slide 40, "GOl & Gas Rel ated R&D at UAF

Synergies, Partnerships (University, State Govt., Federal
Govt., and Industry)."”
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 Phase Behavior, Asphaltene Precipitation- Viscous/
Heavy Q|

*Chem cal Fl oodi ng and Conventi onal EOR

eWettability and Inproved O | Recovery

*Chemi cal & Mcrobial Characterization- Viscous Ol

* Met hane Hydr at es

*CBM Rural Energy Applications- Ft. Yukon

*Novel Ceram crete Technology for the Arctic

e Carbon Sequestration

*GIL Transportation

Wor kf orce Devel opnent
New Reserves to Declining Production
Econom ¢ Devel opnent

M. Patil highlighted slide 44, "Partnership for Economc
Devel opnent." He stressed that all of the graduates had 100
percent placenment success.

M. Patil |ooked at slide 55, "PDL-Established Research
Partnerships.” The chart showed the placenent success in
the various partners in the industry.

M. Patil displayed slide 56, "Recent NETL-DCE Funded Ol &
Gas Related R&D at UAF Synergies, Partnerships (University-
Federal Govt., State CGovt., Industry, Non Profits)." He
stated that the federal funding for oil and gas research
was recently zeroed out, so the state needed to invest in
research in the universities. He restated his support for
SB 168.

3:13: 31 PM

ROBERT HALL, SELF, WASILLA (via teleconference), testified
in support of SB 168. He stated that creating a targeted
departnent was beneficial to Alaska' s econony. He felt that
recent oil and gas legislation had created benefits to oil
and gas developnent. He remarked that the challenges for
oil and gas development on the North Slope were very
uni que, and unli ke other oil and gas fields.

3:15: 54 PM
AT EASE

3:16: 04 PM
RECONVENED
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SB 168 was HEARD and HELD in commttee for further
consi derati on.

#
ADJ QURNVENT
3:16: 53 PM

The neeting was adjourned at 3:16 p. m
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