HOUSE FI NANCE COW TTEE
THI RD SPECI AL SESSI ON
Cct ober 27, 2015
1:33 p. m

1: 33: 45 PM

CALL TO ORDER

Co-Chair Neuman called the House Finance Committee neeting
to order at 1:33 p.m

VEMBERS PRESENT

Representati ve Mark Neuman, Co-Chair
Representati ve Steve Thonpson, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Representati ve Bryce Edgnon
Representative Les Gara
Representative Lynn Gattis
Representative David Cuttenberg
Representative Scott Kawasaki
Representati ve Cat hy Minoz
Representative Lance Pruitt
Representative Tanm e WI son

VEMBERS ABSENT

None

ALSO PRESENT

Frank Richards, Vice President, Engineering and Program
Managenent, Alaska Gasline Devel opnent Corporation; Joe
Dubl er, Vice President and Chief Financial Oficer, Al aska
Gasline Devel opment  Corporation; Representative Louise
Stutes; Representative Paul Seaton; Representative Cathy
Tilton; Representative Liz Vazquez; Representative Andy
Josephson; Representative Gabriel LeDoux; Representative
Shel | ey Hughes; Representati ve Lora Rei nbol d;
Representative Geran Tarr; Representative Dave Tal eri co.

PRESENT VI A TELECONFERENCE

Dani el Fauske, Pr esi dent, Al aska Gasline Devel opnent
Cor por ati on.
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SUMVARY
HB 3001 APPROP: LNG PRQIECT & FUND/ AGDC/ SUPP.

HB 3001 was HEARD and HELD in conmttee for
further consideration.

PRESENTATI ON:  TRANSCANADA BUYOUT PROPOSAI @ AGDC CURRENT AND
PCSSI BLE FUTURE ROLE | N THE AKLNG PRQJECT

Co- Chair Neuman revi ewed the agenda for the day.

#hb3001
House Bill No. 3001

"An Act nmaking supplenental appropriations; making

appropriations to capitalize f unds; maki ng
appropriations to the general fund from the budget
reserve fund (art. IX sec. 17, Constitution of the

State of Alaska) in accordance with sec. 12(c), ch. 1,
SSSLA 2015; and providing for an effective date."

1: 35: 17 PM

APRESENTATI ON: TRANSCANADA BUYOUT PROPOSAL:  AGDC  CURRENT
AND PGOSSI BLE FUTURE ROLE | N THE AKLNG PRQOJECT

1: 35: 36 PM

FRANK RI CHARDS, VICE PRESI DENT, ENG NEERI NG AND PROGRAM
MANAGEMENT, ALASKA GASLI NE DEVELOPMENT CORPCRATI ON (AGDC),
i ntroduced hinsel f.

DANI EL  FAUSKE, PRESI DENT, ALASKA  GASLINE DEVELOPMENT
CORPORATI ON (via teleconference), greeted the conmttee. He
apol ogized for not being able to attend in person. He
rel ayed that additional staff were avail able online.

JOCE DUBLER, VICE PRESIDENT AND CHH EF FINANCI AL OFFI CER,
ALASKA  GASLI NE DEVELOPMENT  CORPORATI ON, t hanked the
commttee for the opportunity to testify. He introduced a
Power Poi nt presentation titled " Al aska LNG Project
Participation"” dated Cctober 27, 2015 (copy on file). He
began by addressing the statutory authority granted to AGDC
by SB 138 [legislation passed in 2014 related to a gas
pi peline, AGC, and oil and gas production tax] permtting
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its participation in the AKLNG project. He read from slide
2 titled "Authority Granted in SB 138"

 AGDC has primary responsibility for developing an
Alaska LNG project on the state’'s behalf [AS
31.25.005 (1)]

 AGC may acquire a direct ownership interest in any
conponent of an Alaska LNG project [AS 31.25.080

(a) (23)]
« AGDC may enter into contracts related to treating,
transporting, |liquefying or marketing gas - in

consultation with DNR & DOR [ AS 31.25.080 (a)(24)]
 AGDC shall assist DNR & DOR to [AS 31.24.005 (2) &
(3)1:
e Maximze the value of the state’s gas resources
e Provide econom c benefits in the state
e Provide revenue to the state

M. Dubler noted that the attorney general had issued a
letter dated Cctober 26 [2015] that was included in
menbers' packets (copy on file). He relayed that AGDC s
ability to enter into contracts related to treating,
transporting, liquefying, or marketing gas in consultation
with the Departnent of Natural Resources (DNR) and the
Department of Revenue (DOR) applied only to the marketing
portion of the project. He turned to slide 3 titled "AGC s
Rol e in Al aska LNG'

« Signatory to the Joint Venture Agreenent governing
t he Al aska LNG proj ect

 Hold the state’s 25 percent equity interest in the
LNG facility (downstream conponent) of t he
i ntegrated project

* Menber of the Sponsor G oup, Mnagenent Committee
(ManCom and the Project Steering Conmttee (PSC)

* Participate in integrated project decisions
e Participate in commercial negotiations related to

mar ket i ng, expansi on, third-party access and
domestic gas supply
 Plan and develop off-takes for in-state gas

deliveries
M. Dubler elaborated that the joint venture agreenent

(JVA) was an agreenent between the five parties governing
the entire project; it included how the project worked, who
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was in charge, how the withdrawal provisions work, and all
of the nechanisns supporting the project. He relayed that
the m dstream conponent of the project was conposed of the
pi peline, the gas treatnent plant (GIP) on the North Sl ope,
and a transm ssion |line from both Point Thonson and Prudhoe
Bay. He communicated that AGDC participated in voting and
determining the direction of the project. He addressed that
the wupstream agreenents related to gas supply were
negotiated primarily by DNR as the owner of the state's gas
(AGDC s participation was in an advisory capacity). He
di scussed that his group had |ooked at pot enti al
communities that could benefit from off-takes and M.
Ri chards' group had done sonme prelimnary work on the cost
of off-takes. He remarked that he <could provide the
committee with a presentation on the subject, which had
been recently given to the AGDC board.

1:41:14 PM

M. Dubler turned to slide 4 titled "Alaska LNG Project
Participation.” He explained that the resource owners were
ConocoPhi | I'i ps, BP, ExxonMbil, and the State of Al aska. He
relayed that the state would have a 25 percent interest in
the total project throughput if the state elected royalty
in kind (RIK) and the producers elected to pay their tax as
gas. He explained that the project interest was aligned
with the ownership of the gas. The state's 25 percent was
currently divided between TransCanada, which held the
state's interest in the mdstream (pipeline and GIP); and
AGDC, which held the state's interest in the downstream
(LNG and marine facilities).

M. Dubler nmoved to slide 5 titled "Governance Rel ated
| ssues":

Equity Alignnent: State’'s share of gas in the
project (25 percent) is not equal to its current
equity in the integrated project:
e State, through AGDC, holds 25 percent in the
downst ream (LNG pl ant)
e TC holds 25 percent in the mdstream (pipeline
& GIP)
e State’s resulting equity in the integrated
project is 12.5 percent
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M. Dubler elaborated that the above alignnent issue would
be addressed by the current pr oposal to buy out
TransCanada. He continued to address slide 5:

Voting Rights: State doesn’'t have full voting
participation in all project decisions:
» State, through AGDC, votes on downstream i ssues
e TC votes on md-streamissues
e If TC exits, AGC would have full voting rights
on each project conponent and in all integrated
proj ect

M. Dubler expounded that AGDC had no input on decisions
made on mdstream issues and it was conceivable that
TransCanada could vote in a manner that was inconsistent
with the state's best interests. He explained that the
state was working to address the issue through the
TransCanada buyout.

1:43:16 PM

M. Dubler advanced to slide 6 titled "Project CGovernance."
He explained that the project was governed by many
different groups, which were represented by various
parties. The sponsors group shown on the left of the slide
was the high level group consisting of the presidents of
BP- Al aska, ConocoPhillips, ExxonMbil, and the TransCanada
subsidiary handling the AKLNG project. The group also
i ncluded M. Fauske, DNR Deputy  Conm ssioner Marty
Rut herford, and DOR Deputy Conmm ssioner Dona Keppers. He
detailed that when issues could not be resolved at the
managenent comrittee level they were elevated to the
sponsors group. The managenent commttee (ManCom consi sted
m dl evel managers  of the five JVA partners (BP
ConocoPhi | l'i ps, ExxonMbil, TransCanada, and AGDC). He
noted that he participated on the commttee on behalf of
AGDC. He relayed that the nmanagenent conmittee approved the
wor k program and budget annually, in addition to overall
oversight and project nmanagenent. He noted that the project
steering commttee reported to the nanagenent conmittee on
t echni cal issues.

Co-Chair Neuman asked M. Dubler to avoid the use of
acronyns.

M. Dubler agreed. He continued to discuss the project
steering comrittee on slide 6, which consisted of
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representatives from the five JVA partners. The group
provi ded gui dance and technical oversight of the project
managenent team (PM). The PMI was the group of
prof essionals running the project and providing oversight
of the project contractors. He pointed out that the PMI
included different conponents for the pipeline, GIP, and
LNG

1: 46: 56 PM

M. Dubler relayed that M. Steve Butt was the head of the
entire PMI and was responsible for the day to day execution
of the pre-FEED plan. Additionally, the team devel oped the

work  pl an, budget , and schedule for the nmanagenent
conmmittee to review and approve. The team was also
responsible for all of the technical aspects of the
proj ect .

M. Richards advanced to the organizational chart on slide
7 titled "Project Mnagenent Team (PMI)." He reiterated
that M. Butt, an ExxonMbil enployee, was the senior
project manager of the PMI. Direct reports included
functional leads on the nmjor conponents of the project
(i.e. pi pel i ne; GIP; LNG facility; envi ronment al
regul atory, and |ands; safety, and business nmanagenent). He
noted that an integration conmponent was key to the project,
given the three large and distinct projects noving forward.
The slide also showed the representation of the TransCanada
PMI' | eadership team He detailed that TransCanada was in
the pipeline project managenent position and a facilities
engi neering manager position. He furthered that TransCanada
had nom nated staff to the positions and the individuals
had subsequently been elected to fill the roles. He rel ayed
his intent to address other functions TransCanada staff
pl ayed within the overall PMI later in the presentation. He
di scussed that the PMI was key to overseeing the technica
work by the arnmy of contractors working to advance the
project (e.g. pipeline engineers, process engineers, and
i quefaction expertise).

1:49: 11 PM

M. Richards discussed slide 8 titled "Project Managenent
Team (PMI)". He relayed that the co-venture partners (CoVs)

represented t he proj ect owner s (BP, ExxonMobi |,
ConocoPhi | l'i ps, TransCanada, and AGDC). He explained that
enpl oyees of the owners were nomnated to fill the roles in
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in the organization. He elaborated that a nom nation
process had been established through the JVA, which
identified that the nost qualified person would be selected
for individual functions and once the person was sel ected
they becane a seconded enployee. He explained that
secondnent is the tenporary assignnment of a person to a
project away from their regular organization. He furthered
that the project reinbursed the parent conpany for the
expenses of the enployees. He discussed that AGC was
active in the governance portion of the project with the
sponsors group, managemnent comittee, and steering
committee. TransCanada had been in the role of fulfilling
sone of the functional lead responsibilities within the
PMI. He explained that at the outset of the venture, AGDC
did not have individuals staffed to fulfill the roles
because it had been working to continue to advance the
Al aska Stand Al one Pi peline (ASAP) project.

1:51:18 PM

M. Dubler reviewed the staffing principles of the project
on slide 9: "Project Mnagenent Team (PMI)". He detailed
that the goal had been to |everage existing conpany
strengths. He explained that secondees were utilized in
order to access existing expertise wthin the conpanies
involved and to avoid expending tinme and energy on
conducting a hiring search. He el aborated that the producer
parties and TransCanada had people on staff who noved from
project to project, which was nuch nore efficient than
hiring for each new project.

Co-Chair Neuman asked if the co-venture partners were
menbers of the joint venture. M. Dubler replied that they
were one and the sane; the five entities were the JVA
parties and the co-venture partners. He clarified that
different descriptions in different contexts. He furthered
that the sponsor group included DOR, DNR, whereas, the co-
ventures group did not.

Co-Chair Neuman relayed that exanples would help the
conmmittee to further understand sonme of the issues
di scussed. He asked nenbers to hold questions until after
t he presentation.

1: 53:15 PM

House Fi nance Committee 7 10/ 27/15 1:33 P. M



M. Dubler to address slide 9. He remarked that the
staffing principals were part of a confidential docunent
that he could not elaborate on. He explained that the PMI
had tried to develop a nethod for ensuring that each of the
co-venture parties had enough representation in the project
to ensure they had adequate oversight. One of the issues
had been about the location of the work to be done. He
rel ayed that the pipeline work was taking place in Cal gary,
Al berta, Canada; the GIP work was taking place in Denver,
Col orado; and the LNG work was taking place in Houston,
Texas. Ther ef or e, the project had either rel ocat ed
enpl oyees to the locations or utilized enpl oyees already in
the locations. He spoke to the appointnent process, which
was very simlar to the state hiring process (an open
position was posted, the co-venture parties provided
resunmes, a recomendation was nade, and the nost qualified
person was hired). A chart on slide 9 showed the nunber of
seconded enpl oyees represented by each entity and in which
area. He spoke to the |eadership team (senior project
manager and direct reports) breakdown: 5 ExxonMobil staff,
2 ConocoPhillips staff, 1 TransCanada staff, and 1 BP
staff. The key positions category included: 10 ExxonMobil
staff, 4 ConocoPhillips staff, 1 TransCanada staff, and 3
BP staff. The other positions category included: 73
ExxonMobi | staff, 20 ConocoPhillips staff, 10 TransCanada
staff, and 5 BP staff. He sumuarized that there were a
total of 135 positions in the PM.

M. Richards added that as the project progressed there
woul d be AGDC enpl oyees represented on the PMI as wel | .

1: 56: 13 PM

M. R chards advanced to slide 10 titled "TransCanada's
Rol e Al aska LNG':

* Hold the state’s 25% interest in the project’s md-
stream pipeline and gas treatnent plant (GIP)

* Fund pre-FEED cash calls associated with the state’s
m dstream i nt erest

e 12 secondees, primarily pipeline Subject Matter
Experts (SME), in the Project Managenent Team
0 Leadership team Pipeline Project Mnager (1
of 9)
o Key role, Pipeline Facilities Engineering
Manager (1 of 18)
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o Environnmental, Regulatory, & Land (ERL) (1
of 32)

o0 Gas Treatnent Plant sub-project (1 of 17)

o Pipeline sub-project (8 of 36)

M. R chards explained the GIP and pipeline nmade up the
m dstream portion of the project. He added that the project

sub- group i ncl uded pi peline engi neers, hydraul i cs
engi neers, and project control staff working to advance the
project and fill in staff positions.

M. Richards turned to slide 11 titled "TransCanada s Rol e
Al aska LNG'

e TransCanada (TC) is not expected to build the
pi peline, that wll be managed by the PMI

e« |If TC exits the project, the PMI wll seek
nom nations for the vacated positions

e TC has offered to allow its PMI enpl oyees to remain
during a transition period

Al CoVs, including AGDC, can nom nate enployees to
fill those positions

 AGC has individuals qualified to nomnate for
Pi pel i ne and GIP openi ngs

M. Richards detailed that the pipeline would be built by
the AKLNG project as led by the PMI. He noted that if
TransCanada exited the project, AGDC would have the option
to nomnate individuals for vacated positions and the PMI
woul d nmake the decisions. He relayed that TransCanada had
offered to allow its PMI enployees to stay on the project
likely through My 2016, which would be significantly
through the pre-FEED [Front End Engineering and Design]
stage. He reiterated that AGC had qualified individuals to
nom nate for the positions within the mdstream effort. He
di scussed that over the last several years AGDC had worked
to develop the ASAP project (developing a GIP and 36-inch
pi peline).

1: 59: 07 PM

M. R chards discussed the senior staff of AGC in slide 12
titled "AGC Technical Team - Skills":

AGDC s technical staff:
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« Senior credentialed professionals with industry and
mega- pr oj ect backgrounds

e Arctic pipeline and facilities design, construction,
and operations experience

» Al aska-specific design and construction experience

e Mjor capital project managenent expertise

* Working know edge of technical and regul atory assets
owned by AGDC

M. Richards elaborated that AGDC had been extrenely
fortunate to attract enployees who had worked on previous
iterations of the producer projects over the years. He
noted that a couple of the individuals had been present for
the original construction of the Trans-Al aska Pipeline
System (TAPS) project. He relayed that AGDC believed the
techni cal team enpl oyees had the expertise to help assist
the PMI to advance the AKLNG project; AGC was confident it
could match up enpl oyees against the industry partners and
woul d be nominating the individuals through the previously
outlined hiring process.

M. Richards turned to slide 13 titled "AGDC Technical Team
- Results.” He relayed that the legislature had created
AGDC to develop an industry natural gas pipeline in order
to nmeet the energy needs for Al askans. Subsequently, AGDC
had worked over the past several years to develop the ASAP
project. The project was a 36-inch pipe, 1,480 psi pipeline
that would deliver wutility-grade gas to Al askans. He
continued to address slide 13:

AGDC conpl eted devel opnent of the Alaska Stand Al one
Pi pel i ne (ASAP) Project:

e Conpleted Pre-FEED and FEED for North Slope gas
treatment facility, 733-mle mainline, and 30-nmle
Fai r banks | ateral pipeline

e Conpleted Cass 3 cost estimate and project
execution plan

* Delivered on tinme and under budget

e Core technical team still engaged on an interim
basi s pending state policy decisions

M. Richards elaborated that AG)C had worked to bring the
ASAP project to a level where it could go to an open
season. He explained that an open season was a solicitation
for other parties to ship gas in the pipeline. He
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comuni cated that AGDC had done its due diligence (i.e. it
had nmet the necessary industry practices of defining the
risk and cost in order to inform potential shippers what
the overall cost would be). The Cass 3 cost estinate for
ASAP was approximately $10 billion, whi ch i ncl uded
approximately $1 billion worth of contingency. He rel ayed
that ASAP was a 25 to 30 percent design project that had
been delivered on tine and under budget. He explained that
the state owned the project and acconpanying technical
information that could be used as an asset for the state's
participation in any project.

2:02: 08 PM

Co- Chair Neunman asked M. Richards to provide the nunbers
associated with the different costs as he outlined the
pl an.

M. R chards agreed to do so. He continued to discuss
AGDC s core technical team that had extrenely skilled,
Al askan- based individuals who were conparable to world-
cl ass engineers and had the necessary Arctic experience to
help advance a project pipeline. The corporation was
confident that it was capable and able to neet the needs of
any potential vacancies that nmay be available to AGC in
t he future.

M. Richards advanced to slide 14 titled "AGC Ability to
Assume TC s Role." He discussed that SB 138 had directed
AGDC to hold the state's interest in the LNG facility. He
outlined the three major conponents of the AKLNG project
including the GIP, a 42-inch high pressure pipeline
originating on the North Slope, and a LNG facility in
Ni ki ski. He explained that at present AGDC s role was to
represent the state's ownership in the LNG facility only.
TransCanada was currently holding the state's portion in
the mdstream (GIP and pipeline). He comrunicated that with
TransCanada's potential departure from the project, AGCDC
had already begun to assune sone of the conpany's roles
i ncludi ng coordinating the Federal Environnmental Regulatory
Comm ssion (FERC) process under the National Environnental
Policy Act (NEPA). He relayed that AGDC was nom nating
individuals into the PMI as vacancies becane available to
hel p advance the AKLNG project through pre-FEED. He read
fromslide 14:
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Technical staff available to fill PMI positions as
necessary:
e Subject Matter Experts (SME) based in Al aska
 Key roles in prior Alaska pipeline projects,
i ncl udi ng TAPS
 Dedicated pr of essi onal s comm tted to SOA

interests
2:05:10 PM
M . Dubler turned to slide 15 titled "Alaska LNG
Appropriations to Date.”™ He noted that they talked
significantly about TransCanada' s role and t he

admnistration's desire to nove the role to AGDC He
enphasi zed that he had worked with TransCanada for over two
years believed it was a great firm He stressed that the
proposal to go forward w thout TransCanada was in no way a
condemmation of the conpany or its work. He noted that
Vincent Lee, his counterpart at TransCanada, had been a
pl easure to work with over the past couple of years. He
pointed to a chart on slide 15 and relayed that SB 138 had
appropriated $69,835,000 to the AKLNG fund, which had been
broken down into five pieces: $2.5 mllion to DOR for a
study; $70,000 to the Departrment of Transportation and
Public Facilities for a project Iliaison; $57,850,6000 for
project cash calls; $3,406,000 for the AGDC operating
budget; and $6, 008,000 for external contractual services.

M. Dubler referred to the external contractual services
line included nost of the individuals hired for the project
were contractors. He relayed that the appropriation for FY
14 and FY 15 had been stretched through FY 16 because cash
calls had been lower than anticipated. He noted that the
DOR and DOT costs had remained the same in FY 14 to FY 15
and FY 14 to FY 16. He continued that projections for FY 14
to FY 16 were $51, 382,000 for cash calls and $4, 396, 000 for
operating expenditures. He discussed that AGDC had
conpleted work for the ASAP project that was also needed
for the AKLNG project; therefore, AGC had contracted wth
the project to perform the work and had been reinbursed a
portion of the associated cost (approximately $3 nmillion).
He remarked that the project was working to avoid double
spending. He noted that AGDC had spent the budgeted $3
mllion and would be reinbursed for the work, but it
required receipt authority to access the funds. He
addressed the estimated $5.9 million cost for the renai nder
of the fiscal year into FY 17 associated with additiona
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contractual work for picking up TransCanada (i.e. |egal,
engi neering, and commercial work). Total funds for FY 14
through FY 16 were $66, 733,000, which left $2.8 nillion
remaining in the fund for the beginning of FY 17.

2:09: 07 PM

M. Dubler discussed slide 16 titled "AGDC Special Session
Appropriations.”

Capi tal Appropriation ($144,045.0)
e $68,445.0 - Reinburse TransCanada and *“buy-out”
their md-streaminterest
e $75,600.0 — Fund state’'s full 25 percent share of
remai ni ng pre-FEED

M. Dubler elaborated that the of the total capital
appropriation, approximately $15 mllion for LNG and $61
mllion would go to mdstream which AGC woul d take over
if TransCanada was no |onger part of the project. He read
t he remai nder of slide 16:

Recei pt Authority ($5,000.0): Statutory Designated
Program Recei pts ( SDPR)
e Allow AGC to be reinbursed for Alaska LNG
related field work conducted on behalf of the
pr oj ect

M. Dubl er showed breakout and conparison of costs on slide
17 titled "AGDC Special Session Appropriations.” He rel ayed
that DNR estimated it would take about $108 nillion [$106.8
mllion per the chart on slide 17] to pay off TransCanada.
The anticipated costs of the TransCanada buyout and the
remai ning cash calls had not changed. However, there had
been an increase in the pre-FEED scope and budget [from
$8.8 nmillion] to $31 million in the midstream section of
the project and to $15 million in the downstream section of
the project for a total appropriation request of $144
mllion.

2:11: 01 PM

M. Richards turned to slide 18 titled "Pre-FEED Scope &
Budget Changes":

Pre-FEED scope and schedule wll increase by $182
mllion to $694 nilli on:
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e State’'s total share is $173 million -- $66 nmillion
i quefaction plant, $107 mllion md-stream (GIP and
pi pe)

e Advancing work into pre-FEED is inportant to have
the best information available to conplete interna
revi ew and nmake FEED deci sion

* Project IS mat uri ng t hr ough t he stage-gate
devel opnent process

 Mwving sonme activities from FEED to Pre-FEED to
facilitate better design and deci sion making

M. R chards noved to slide 19 titled "Pre-FEED Scope &
Budget Changes" and el aborated that the project was | ooking
at lowering costs and inproving economcs wthin the
various project conponents (i.e. the GIP, processes,
facilities, nodules, liquefaction facility, and pipeline).
He noted that because the project was challenged wth
econonics, the goal was to ensure that the best econonics
were obtained to proceed. He reported that there would be
sone additional geotechnical and geohazard work at the two
main facilities: 1) the North Slope and Prudhoe Bay GIP;
and 2) at the LNG site in N kiski. He elaborated that it
was inportant to know the wunderlying ground conditions
because assunptions could be very costly. He explained that
he had worked on the Red Dog Mne project and the team had
not elected to perform good geotechnical borings at the
mll site. Subsequently, when the mll| site had been opened
it had been "ice rich" which nmeant that pipe, sand, gravel,
and cenent had to be flown in for the foundation. He
relayed that the additional $100 mllion cost would have
been unnecessary if the proper geotechnical program had
been perf orned.

M. Richards spoke to increasing regulatory work to ensure
there was sufficient information to advance into the
environnmental inpact statement (slide 19 continued). He
addressed bringing the 48-inch pipe deliverables up to the
42-inch |evel of developnent to decide on the best option
nmovi ng forward.

2:14:13 PM

Co- Chair Neuman asked on behalf of Representative Reinbold
about the best nethod of evaluating whether the project
woul d be successful. M. Richards replied that in order to
nmake the project decision it was inportant to best define
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the cost conponents of the project, which was the prinmary
enphasis of the current work. The processes would be com ng
up with the individual platforns to make it the best
econonic opportunity for the state, making sure the due
diligence was done to define what the costs would be, and
| ooki ng at the project economcs and commercial realm

M. Dubler added that the comrercial real m devel oped a best
guess based on nunbers devel oped by project engineers. The
idea behind a "stage gate" process was to examne the
project at each stage to determ ne whether it continued to
be econom cal. The project was currently in the pre-FEED
stage, which would provide better nunbers than had been
available at the end of the concept selection stage. Once
the inproved nunbers were available, AGC would use a
tariff nodel (developed for the ASAP project) that had al so
been used for testing prelimnary nunbers on the AKLNG
project. He believed the tool would be very wuseful in
determining what the cost of service would be. He noted
that each of the firnms involved would conduct their own
calculation. Part of the issue with a "proceed to FEED'
deci sion was that each conpany had to do its own analysis
to determ ne whether the project net their hurdle rates. He
noted that M. Radoslav Shipkoff [with Geengate LLC] would
do the calculations for the state and AGDC would do them as
well. He explained that the inproved nunbers were used in
the analysis along with estimates on the price the state
could get for its LNG He noted that at that point it
becanme sinple nmath. He stated that the producers were al
very aggressively pursuing the project, which he believed
was a good indication that the producers thought the
project had nerit. He reiterated that AGC also ran the
nunbers and did not rely solely on external information.

2:18: 00 PM

Co- Chair Thonpson remarked on testinmony that TransCanada
had offered to allow project managenent team enpl oyees to
remain during a transition period. He asked if there was a
transition map or plan that had been agreed to. He observed
that the Decenber 4 [2015] deadline was approaching.

M. Dubler responded that he was unaware of a specific
transition plan. He comunicated that TransCanada had been
very good to work with and he was certain the conpany woul d
ensure a snooth transition from its participation in the
project over to AGDC s participation.
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Co- Chair Thonpson asked if the transition of voting rights
for the state had been established to switch from
TransCanada to AGDC by Decenber 4. M. Dubler replied in
the affirmative. He detailed that currently the five
parties voted on everything. He explained that instead of
voting half of the state's 25 percent share, AGCD woul d
begin voting the entire share.

Co-Chair Thonpson asked if +the state had to provide
TransCanada with a buyout paynment prior to Decenber 4. M.
Dubler replied that AGDC was not a party to the state's
agreenent with TransCanada. He would follow up wth an
answer .

Co- Chair Thonpson renmarked that he would ask the question
to other representatives  of the admnistration at
subsequent finance neetings.

Representative Kawasaki referred to slides 18 and 19
related to the project scope changes. He wondered if the
decision to nove sone activities from FEED to pre-FEED had
been made internally by AGXC or by PMI. M. R chards
responded that the pre-FEED efforts were nanaged by PMI. He
el aborated that PMI | ooked at the status of the work plan
and budget and at the work activities that needed to be
acconplished. He relayed that PMI had conme forward with the
i ncreased cost and how it affected the project schedul e.

2:21:23 PM

M. Dubl er added that the process described by M. Richards
had not yet been approved and was still a proposal.

Representative Kawasaki referred to slide 17, whi ch
outlined why proposed costs had increased. He believed the
state would want noney for the allowance for mdstream and
downst ream scope changes even w thout a TransCanada buyout
since the PMI had supported it.

M. Dubler replied that if TransCanada remained in the
project representing the state's interest, the state would
not need to fund the $31 mllion; TransCanada would fund
the portion and the state would pay the cost off at a later
date. He explained that the $15 million for the downstream
portion would still need to be appropriated for AGDC to
remain in the project.
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Representative Mnoz referred to the PMI structure and
wonder ed why TransCanada' s partici pation was not
commensurate with the other partners in the agreenment and
why AGDC was not represented in the structure.

M. Dubler responded at the start of the AKLNG project AGDC
had been going full speed on the technical work on the ASAP
project; therefore, nost of its resources had been in use.
Therefore, instead of ranping up staff on the technical
side for a second project, AGC had decided to keep on the
| eaner side and to hire commercial people for work on the
commerci al docunents. He elaborated that AGDC had deci ded
to let the technical work go until it was clear which
project would nove forward; once the project had been
determ ned, AGDC would nobve staff to that project. He
communi cated that AGDC had hired Fritz Krusen as its vice
president for AKLNG when it received an appropriation for
the AKLNG project. He detailed that M. Krusen had retired
from ConocoPhillips where he had run the Kenai LNG plant
and wor|l dwi de LNG group. He furthered that AGDC had left it
up to M. Krusen to determne the appropriate staffing;
however, M. Krusen felt that he was capable of managing
the process on his own. He noted that by taking on the
responsibility, M. Krusen had saved AGDC noney. He
addressed that seconded enployees were the equivalent of
the mlitary's tenporary duty assignnment enployees. He
expl ai ned that AGDC woul d have needed to hire engineers at
fairly high rates and propose them to the project; if the
project did not accept the enployee, AGC would have an
enpl oyee on staff who would not be able to perform the
functions they were hired for. He relayed that the
producers had |arge, worldw de organi zations and could draw
enpl oyees from all over. He noted that AGDC did not have
the sanme luxury; it had elected to not go out to hire
i ndi vi dual s, but would probably do so down the road.

2:25:46 PM

Representative Munoz asked that if the state would maintain
its current level of participation on the managenent team
if the TransCanada buyout was approved.

M. Richards replied that AGC wuld be nomnating
individuals to the PMI. He stated that hopefully, the AGDC
candidate would be the best fit for the roles, but the
ot her partners wuld also nomnate individuals. He
explained that it would be up to the project mnagenent
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team to meke the selection. He reiterated that AGDC
believed it had the individuals available and qualified to
take on the responsibilities.

Co-Chair Neuman asked M. Richards to explain the
nom nation and hiring process for the PM.

M. Richards provided a hypothetical exanple about a
geotechni cal engineer position vacancy. He detailed that
t he vacancy would be comrunicated to the co-venture owners
and each partner would determne whether they had a
gualified candidate to put forward for the specified
| ocation. He furthered that AGDC would determ ne whether it
had an appropriate candidate and would then transmt the
resunme to the project as a nom nation. The PMI woul d then
review the applications, conduct due diligence and
interview if needed, and nake a selection. He noted that if
the vacancy was a |eadership position the selection would
be taken to the managenent committee (where M. Dubler
would step in); the managenent committee could then either
agree to or decline the selection.

Representative Minoz asked, in the event of a TransCanada
buyout, whether TransCanada's current interest would go to
DNR and then AGDC or directly to AGC. She wondered when
the decision to designate AGC would take place if the
interest first went to DNR M. Dubler replied that he had
not seen any details of the agreenent between TransCanada
and DNR and did not know what was included. He noted that
there were other relevant confidential docunents and
believed the interest would go directly to AGDC.

2:29: 53 PM

Co-Chair Neunan hoped DNR would provide answers to
guestions asked throughout the neeting. He asked M. Dubler
to elaborate on the work plan budget process including who
devel oped and voted on the budget. He asked about costs
associated with the work plan.

M. Dubler answered that the work plan and budget was
devel oped by the PMI. He relayed that the docunent was a
very |arge spreadsheet. He detailed that it included every
single task the project would do, the cost estinmate for
each task by nonth. He stressed that the PMI reviewed the
docunent many tinmes and wrked the nunbers hard. He
continued that the PMI presented the budget to the project
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steering conmmttee (M. Krusen was currently on the
steering commttee). He explained that the engineering was
not the expertise of the PMI;, whereas, the steering
committee consisted of engineers. He furthered that by the
time the docunent reached the nanagenent conmttee for
review it had already been through two separate reviews.
Typically the mnagenent committee would discuss the
docunent with AGDC s president and M. Krusen before
conpiling a presentation for the board to obtain approval
At that point, AGC wuld go to the legislature if an
addi tional appropriation was needed. He relayed that the
nunbers would be taken to AGC s next board neeting for
approval. He conmunicated that the initial docunent had
gone to the legislature, the governor, the AGDC board, and
on to the managenent conmittee for a vote.

2:33: 31 PM

Co- Chair Thonpson rem nded nenbers that other AGDC staff
were avail abl e via tel econference.

Representati ve W son t hanked TransCanada for t he
advancenent of the project up to its current point. She
thought it sounded like the state was trading TransCanada
for enployees within DNR, DOR, and DOL. She opined that it
seened alnost |ike the sane partnership. She wondered why
the state would hire people at $800,000 in DNR when there
were currently simlar enployees on staff with expertise.
She noted there were already | egal enployees on staff.

\V/ g Dubler replied that the question nay be nore
appropriate for DNR He added that AGDC had only received
the organi zational chart the previous day and he had not
had the chance to do a thorough review of the docunent.

Representative Wl son asked if the positions could be hired
within AGDC. M. Dubler responded that AGC had prepared an
organi zational chart for a project noving forward wth
TransCanada and w thout TransCanada. He relayed that the
positions identified in the <chart wuld address the
technical and comercial positions AGC would need to
continue working on the project. He could not speak to the
needs of DNR, DOR, or DOL. He explained that there were
upstream i ssues that DNR had to address that AGDC was not
involved with. Additionally, there were tax issues DOR had
to address that AGDC was not a part of. He added that by
statute, the attorney general was AGX s attorney. He

House Fi nance Conmmittee 19 10/ 27/15 1:33 P. M



stated that it was up to DOL to determine if it would cost
$10 million per year for its staff and experts.

2:36:33 PM

Representative WIlson wondered why there was an attorney on
retainer for $100,000 per nmonth if DOL provided |egal
representation for AGDC. M. Dubler asked if Representative
Wl son was referring to Ri gdon Boykin [South Carolina-based
attorney serving as the state’s lead negotiator on the
AKLNG project]. Representative WIlson replied in the
affirmative. M. Dubler responded that M. Boykin was
serving as chief negotiator for AGDC and the state gas
team but he was not acting in his capacity as an attorney.

Representative WIson wanted to avoid the duplication of
positions. She wanted to hear a further explanation about
the positions asked if departnments could provide the
commttee with information.

Representative Gattis remarked that one of the things that
appealed to her about the project was the consistent
i nvol venent of the producers. She referred to the lack of a
plan if the state bought out TransCanada. She wondered if
t he conpani es, busi nesses, and people who did pipeline work
for a living had a plan if TransCanada was no | onger
i nvolved in the project.

M. Dubler apologized for msinterpreting the question
earlier. He clarified that there were provisions of the
joint venture agreenent and other docunents that i ncluded
provisions for wthdrawal by parties. He detailed that a
TransCanada buyout would be handled simlar to a wthdrawal
and there were specific provisions that addressed the exact
situation. He noted that AGDC did not have a transition
plan to transition its staff in place of TransCanada. He
rel ayed that there would be vacancies if TransCanada was no
| onger part of the project, but the vacancies would be
filled just |ike any other vacancy in the project. He
expl ai ned that there had been several vacancies since the
project had begun and those positions had been filled just
i ke vacant positions in any business. He added that all of
t hose procedures were currently in place.

2:40: 02 PM
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Vice-Chair Saddler asked if AGDC s team had the sane |evel
of experience as TransCanada in building and designing
northern pipelines or just specifically on the Iiquefaction
portion of the project.

M. Richards explained that when he had referred to the
AGDC team he had been tal king about individuals who had
been working to develop a natural gas pipeline since 1978
(after conpleting TAPS). He relayed that AGDC s senior
proj ect nmanager Dave Haugen had been a section manager for
Al yeska Pipeline, which constructed TAPS. Subsequently, M.
Haugen had worked on several iterations of the natural gas
pi peline including the Denali project. Additionally, one of
AGDC s key technical leads was Dr. Keith Meyer who had
worked as a structural engineer on TAPS and was an expert
in strain demand due to discontinuous permafrost. He
continued that Dr. Meyer had come to specifically work on
the ASAP project and was performing work on the AKLNG
project given his credentials. He relayed that there were
ot her enpl oyees who had previ ously wor ked for
ConocoPhil i ps on gasline projects in Al aska and worl| dw de.

Vice-Chair Saddler queried if AGC s enployees were as
qualified as those at TransCanada. M. Richards replied
t hat he had not done a side by side conparison.

Vi ce-Chair Saddler asked to what degree AGDC would need
suppl enmental expertise or additional personnel to neet the
same | evel of gual i fication currently of fered by
Tr ansCanada.

M. Richards responded that the |egislature had tasked AGDC
with conpleting a project as expeditiously as possible,
while not creating a huge bureaucracy. He detailed that
AGDC had a staff of approximtely 21 people and used highly
skilled contractors to neet subject matter expert needs.
Going forward, he believed AGDC woul d have the capabilities
to fulfill the roles wth either AGC enployees or
contractors. He believed in certain instances ACGDC woul d
likely have individuals who were nore experienced [than
TransCanada], but he would need to see a side by side
conpari son.

2:43: 45 PM

M. Dubler added that it was a difference in what function
AGDC was providing on behalf of the state. He explained
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that AGDC and TransCanada were not designing the pipeline,
conducting engineering work, or doing the physical
construction work. He stressed that AGDC was acting as the
owner's representative to ensure the work was done
correctly. The PMI was responsible for managing all of the
contractors and the owners representatives ensured that
everyt hi ng was done correctly.

Representative Kawasaki referred to recent discussion
related to information on slide 2. He discussed the
rel ati onship between the DNR and DOR conmi ssi oners and ACDC
and how the final decision was nade. He wondered who was at
t he tabl e when the decision was nade.

M. Dubler asked if Representative Kawasaki was referencing
the last bullet point on slide 2. Representative Kawasaki
replied in the affirmative. He was particularly interested
in the wrds "in consultation® and wondered iif the
conmi ssioners had veto power or if sonmeone at AGDC nade the
final decision in the governance agreenents.

M. Dubler answered that a "decision tree" had not yet been
established. He relayed that AGC had worked very well wth
DOR and DNR He referenced | anguage on the slide "AGCD may
enter into contracts related to treating, transporting,
liquefying or marketing gas" and noted that they had not
yet gotten to the stage of entering contracts. He detailed
that the negotiations for the contracts were ongoing and
DOR, DNR, DOL, AGDC were all at the table with the producer
parties.

2:46: 47 PM

Representati ve Kawasaki nentioned that the House Resources
Commttee had included |anguage in SB 138 prohibiting the
DNR and DOR commi ssioners from being on the AGC board. He
asked for verification that his statement was accurate. M.
Dubler did not recall which commttee had nade the change
to SB 138. He believed it had been in the House.

Representative Kawasaki discussed that the AGXC board
appointnents were confirnmed by a legislative body. He
expressed concern about the possibility of msalignnent
bet ween AGDC (where appointees could be from one governor
or spread over a long period) and the state. He wondered if
it had been considered that AGDC and TransCanada woul d ever
wor k together under the project in a different capacity.
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M. Dubler answered that he could not predict what would
happen down the road. He stated that TransCanada was a fine
pi peline conpany that could be considered if the state was
ever in need. He communicated that there were seven nenbers
on the AGC board, all serving at the pleasure of the
gover nor; t her ef ore, if there was msalignnent, t he
governor would have the ability to fix it.

Representati ve Kawasaki asked for verification that there
was nothing to prevent TransCanada from being involved in
building a pipeline in the future. M. Dubler replied in
t he negati ve.

2:49:19 PM

Representative Gara referred to the statenent at the top of
slide 11 "TransCanada is not expected to build the
pipeline..." He believed that many l|egislators had been
convinced over the years that TransCanada was a good
pi peline building conpany. He suspected that TransCanada
woul d be nore interested in building a pipeline if it was
an owner. He wondered why AGDC bel i eved TransCanada was not
expected to build the pipeline.

M. Richards responded that the statenment had been incl uded
due to m sunderstandi ngs throughout the dialogue that had
occurred over the past year or so. He furthered that as on
operating conpany with tens of thousands of pipeline mles,
TransCanada had vast experience. However, TransCanada woul d
have to contract with a pipeline construction conpany to be
able to build a pipeline. He elaborated that TransCanada
had the expertise in the operation, design, project and
construction managenment, but not construction. He noted
that in a Senate Finance Commttee the prior session, the
ExxonMobi | | ead project nmanager had clearly stated that the
PMI' would nmeke the decision on who would build the
pipeline. He added that it had not been defined as
TransCanada.

M. Dubler clarified that the testinmony M. Richards had
referenced had been technically incorrect because the
deci sion woul d be nmade by sonmeone above the PM.

2:51: 26 PM
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Representative Gara opined that the state was probably
heading towards a recession and at sonme point it would
becone necessary to find a way to build jobs in Al aska. He
wondered how many people the project may need to hire once
construction began (possibly in 2019).

M. Richards responded that there was a conference with the
Departnment of Labor and Workforce Devel opnment the follow ng
day to discuss pipeline construction and craft jobs. He
believed the jobs for construction would be in excess of
10, 000 people. He detailed that the jobs would start early
on the material site, access road, and pipeline storage
yard; the nunber of jobs would peak as the pipe was
delivered and the nodules were built and delivered to
facility sites. Once facilities were constructed and work
wi nded down to operations, the nunber of jobs would be
closer to 1,000. He offered to follow up with additional
i nformati on.

Representative Gara was happy with the answer.

M. Dubler added that AGDC had been pushing for local-hire
since day one of the project planning. He relayed that AGDC
had asked for residency when looking at filling positions,
which he Dbelieved the producers were beginning to
recogni ze. He stressed the inportance of jobs for Al askans.
The corporation did not want to see a |arge nunber of the
jobs go to individuals from out of state. He believed it
had been a bad exanple in TAPS when workers from the Lower
48 had wor ked, trashed the place, and left.

2:55:24 PM

Representative Edgnon referred to slide 14 and observed
that AGDC was al ready taking on a role previously perfornmed
by TransCanada in preparation for the termnation of
TransCanada's interest in the project. He assunmed the AGDC
board had nade the decision. He wondered if the decision
was made in concert wth, or subordinate to, the decision
maki ng by the AKLNG i ntegrated state gas team

M. R chards asked for clarification. He wondered if the
guestion was about nom nating AGDC enpl oyees into the PM.

Representative Edgnmon explained that DNR had told the

| egislature that the decision to termnate TransCanada's
ownership was a decision that should be made wth the
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consent of the legislature. He pointed out that based on
the information on slide 14, the future termnation of
TransCanada had al ready been set in notion. He wondered if
the decision to take on one of TransCanada's rol es had been
made at the AGDC board level, by the governor, or the
integrated state gas team

M. Richards answered that the purpose of the slide was to
denonstrate AGDC s ability to assunme roles currently held
by TransCanada. He explained that the exanple used in the
presentation was related to assumng a role that
TransCanada held in discussions wth the co-venture
(specifically in terns of the NEPA process). He clarified
that the decision to termnate TransCanada had not been
made by AGDC, the point was that if the decision was nmade
and executed, AGDC would have the ability to fulfill the
rol es.

M. Dubler added that AGDC had been working to find the
right person to put into the project team He noted that
AGDC and the co-venture partners would like AGC to have
sone enployees on the project team He explained that the
opportunity had arisen and AGDC had a qualified person for
the position; the action could have taken place with or
wi t hout TransCanada's invol vement in the project.

2:58: 54 PM

Represent ati ve Edgnon wanted to better understand the |evel
of command and how it flowed down from the governor. He
pointed to an organizational chart titled "State of Al aska
AKLNG Integrated State Gas Teanmt (copy on file), and
observed that the AKLNG integrated state gas managenent
team was represented by the AGC CEO He wondered if AGDC
was subservient or subordinate to the integrated gas team
in terms of decision nmaking. He wondered how AGDC and the
integrated team i nteracted.

M. Dubler stated that the AGDC had regular neetings wth
the state gas team He explained that a decision to place
one of its enployees in a role previously held by
TransCanada would not go to the state gas team He
el aborated that AGDC was an independent corporation with an
i ndependent board, which nmade decisions inpacting the
corporation. He did not know whether the decisions were
i nfluenced by the governor or other people and he did not
believe the governor and others held neetings on the
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issues. He explained that the decision to place an AGDC
enployee in the role [coordinating the FERC NEPA process
(slide 14)] did not go to the AGDC board; it had been
di scussed with the AGDC president and CEO.

Representative Edgnon thought the AGC CEO may be the
appropriate person to address his questions. He did not
understand how the state's AKLNG team interacted wth ACGDC
from a strategic, policy, or decision making perspective

He was interested in the bigger picture perspective and did
not believe he was getting the response he was seeking.

M. Dubl er noted that M. Fauske was available via
t el econf erence.

3:01:39 PM

Co-Chair Neunman referred to slide 6. He referenced
testinmony that it would be beneficial for the state to have
a seat at the table to replace TransCanada. He wondered if
AGDC, DOR, or DNR would take the sponsors group voting
seat .

M. Dubler replied that the voting in the venture was
currently fairly conplicated. He explained that the voting
in general was based on the ownership of each of the
partners. Currently the state's 25 percent partnership was
split in tw between TransCanada and AGDC. He furthered
that determining how to treat the state's vote had been a
problem since the beginning (i.e. did the state get one
vote for its 25 percent; did TransCanada and AGDC each get
12.5 percent; or did AGC and TransCanada each get 25
percent). He reiterated determning how the voting worked
had been difficult and had not yet been resolved. He
rel ayed that the issue would be resolved if TransCanada was
bought out of the venture.

Co-Chair Neuman asked wondered which party would be
responsi ble for engineering and comrercial work behind any
future expansion if TransCanada was not involved in the
project. He asked who would accommbdate the gas not owned
by the producers.

M. Dubler explained that the future expansions woul d take
pl ace after the project had been sanctioned, built, and
reached full capacity and commercial production. At that
point there wuld be a conpany running the pipeline,
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simlar to the Alyeska Pipeline Service Conpany in charge
of TAPS. He furthered that the conpany running the pipeline
woul d do the expansion, which would include soliciting for
an engineering contract for the expansion design, a
procurenent project to purchase the appropriate kit, and a
contractor to perform the expansion work. He relayed that
it would not be TransCanada, AGDC, or ExxonMbil. He
reiterated that it wuld be the conpany running the
pi pel i ne.

3:04:19 PM

Co-Chair Neuman asked for verification that the conpany
woul d have conpl ete aut onony from t he state,
adm nistration, and politics. M. Dubler agreed, but noted
the exception of AGDC s 25 percent ownership and any
potential involvenent it would have as a result of its
owner shi p.

Co-Chair Neuman renmarked that AGDC board nmenbers were
appointed by the governor. M. Dubler replied in the
affirmati ve.

Representative Edgnon restated his prior question about how
AGDC fit into the overall decision nmaking hierarchy. He
observed that it appeared AGDC s role was sonewhat
subordinate to the state gas team

M. Dubl er replied t hat AGDC  had recei ved t he
organi zational chart the prior day and he had not had a
chance to review the docunent in detail.

Representative Edgnon directed his prior question to M.
Fauske. M. Fauske answered that he had also just seen the
organi zational chart for the first tinme. He believed the
chart may be sonewhat msleading. He explained that the
AGDC board was an independent organization and the AKLNG
team had been good about coordinating with AGC on issues
that were relevant to the board or that required a board
decision. He was careful to point out that any usurpation
of the board's authority had been questioned. He furthered
that how the issue would take place going forward. He
reiterated that the board was autononous. He detailed that
the board nmet on a regular basis and received reports from
the state, M. Boykin and M. Krusen (sone of the material
was confidential). Additionally, AGDC received updates at
an upper managenent |evel on how the projects were
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proceeding and on how its roles were proceeding. He
expl ained that functions that fell under AGDC s donmin and
how things were done currently, involved the state's 25
percent share in the liquefaction. He stressed that from a
manageri al perspective AGC s involvenent in the mdstream
had been m ni nal (the role was currently held by
TransCanada on the state's behalf). However, AGXC worked
wi th TransCanada constantly. He detailed that there were
frequent neetings with the parties including DNR

M. Fauske relayed that he was quick to rem nd people that
he had a board of directors and that any issues involving
AGDC were required to go to the board. He inforned the
board about on upcom ng activities and di scussions on votes
for the work plan and budget. He was quick to get the
board's vote on matters. He explained that AGDC worked to
coordinate with the state as well as possible; DNR had a
| arge function with many enpl oyees working primarily on the
m dstream upstream gas balancing, and a variety of issues
under its regulatory domain that AGC was not involved with
(the issues affected AGDC because of its desire for a
successful outcone). He noted that the decisions involving
DNR were outside of AGC s jurisdiction. Likew se, AGC was
not involved directly with issues pertaining to paynents in
lieu of taxes (PILT) and other taxes and issues under DOR
He addressed work requested through DOL to associate or
assist the project; there was a separate line item for AGDC
for legal work on its level. He detailed that information
about legal work pertaining to AGC was supplied to the
board. He reiterated that AGDC functioned as an autononous
unit. He agreed that there were difficulties at tines
related to "who's on first,” "who's jurisdiction are we
dealing with,” and who was the best to take on a particular
function. He elaborated that the itenms were all a part of
the process of determning solutions to the best way to
nove forward. He summarized that AGDC was autononous,
created under state law, and had a board of directors that
was heavily engaged and active in the process.

3:10: 34 PM

Representative Edgnon relayed that M. Fauske had answered
a large part of his question. He surmsed that the
di scussions to termnate TransCanada had taken place at the
state gas team | evel

House Fi nance Conmmittee 28 10/ 27/15 1:33 P. M



M. Fauske replied in the affirmative. He renmarked that the
decision did affect AGC, but it was the responsibility of
the state. He explained that the TransCanada contract was
with DNR, not AGDC. The corporation had been tasked wth
anal yzing and determning AGDC s ability to take on the
role [currently perfornmed by TransCanada]. He furthered
that the intention of the legislation was for the
responsibilities to roll into AGDC based on legislative
approval and appropriation. He stressed that the final
determ nation would not be made by AGDC or its board. He
stated that the board could get active if budget hearings
determined that taking on the new role was or was not a
good thing for AGC to take on. There would be careful
scrutiny and discussions with the board about how the
action would affect the board and the board's role going
forward. He reiterated that the final determnation on the
contract would not be nmade by AGDC or its board.

Representative Edgnon asked in the absence of TransCanada,
which party would prevail in the event of a disagreenent
between the AGDC board the state gas team M. Fauske
replied that part of the problem with the governance is
that TransCanada was voting on part of the issues and the
state was voting on the other part. He deferred to M.
Dubl er for further information.

M. Dubler replied that if the state gas team was in favor
of "x" and the AGC board was in favor of "y," he would
vote "y" on the managenment comrittee. He elaborated that
the board of directors managed AGC and its assets. He
reported to and took direction from the AGXC board. He
added that the statutory intent was very clear.

M. Fauske pointed out that there had been nunerous
occasions on the sponsors' group level where he had
comuni cated the need to take the issue to the AGDC board
prior to taking action. He noted that nany other
representatives on the sponsors group also had boards of
directors that governed decisions of the sponsors group,
steering commttee, and the managenent comrittee.

3:15:45 PM

Co-Chair Neuman remarked on M. Fauske's testinony that
AGDC was supposed to be a conpletely aut ononous
organi zation outside of state governnent. He asked if the
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adm nistration attenpted or had any influence on the AGDC
boar d.

M. Fauske answered that the governor was responsible for
appoi nting the board nenbers who were then approved by the
| egislature. He relayed that there had not been any bad
influence. He added that sonetines it was necessary to
rem nd people of the board process especially when efforts
were being nade to expedite sonething. He believed Governor
Wal ker had been up front and honest in his dealings with
the board. He did not believe outside interference had been
a problem to date. He shared that AGDC was coordinating
with the nanagenent to try to have a cohesive unit and team
concept going forward.

Co-Chair Neuman believed that nmany legislators wanted
assurances that AGDC s authority and power would be fully
aut onomous from any adm nistration. He provided exanpl es of
other fully autononmous agencies such as the Al aska
Per manent Fund Corporation, Alaska Railroad Corporation,
and Al aska I ndustrial Devel opnent and Export Authority.

M . Fauske responded that the agencies were autononous, but
they were state-owned; therefore, there was naturally sone
interaction with the state. For exanple, two of the AGDC
board nmenmbers were current state comm ssioners. He detailed
that by |law the corporation was under the Executive Budget
Act; the Alaska Railroad Corporation was the only state
corporation that was not. He agreed that AGC needed to act
i ndependently, which was the intent of the |egislature;
however, he did not want to msrepresent how the agency
worked by saying that it was fully independent. He
explained that there were certainly tie-ins to the
admnistration and to the legislators as the appropriating
body. To the best of AGC s ability, it acted in an
i ndependent and fiduciary responsible manner; it was the
duty of the board and the AGDC president to ensure that
AGDC did not becone engaged in decisions that were harnfu

to the board. He stressed that if AGDC got into issuing
debt in the future, the board activity and independence
woul d beconme particularly inportant.

3:19:55 PM

Co- Chair Neuman wanted some clarification on governance. He
referred to slide 6 and wondered who would take
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TransCanada's seat at the table on the project steering
committee, managenent committee, and sponsors group.

M. Dubler answered that AGDC would absorb TransCanada's
former percentage, which would bring AGDC up to 25 percent.
He detailed that AGDC would not be replacing TransCanada
the corporation already had representatives on each of the
conmittees and its vote would just be a bit larger.

Co- Chair Thonpson relayed that he had received a question
via email from fornmer Governor Frank Mirkowski. The enail
addressed that there were many Al askans who were not aware
of everything that had been done by TransCanada and the
project. The constituents were interested to know what the
state got fromthe considerations for fundi ng TransCanada.

M. Dubler responded that TransCanada had represented the
state in the project and had done a very good job
representing the state's interest and ensuring that the PMI
performed up to TransCanada's standards. Additionally,
TransCanada had | oaned noney to the state that the state
woul d repay with interest.

Co-Chair Thonmpson surmsed that the |legislation would
appropriate funds to repay TransCanada for conpleted work.
M. Dubler replied in the affirmative.

3:22: 03 PM

Representative Cuttenberg discussed that he was concerned
about the pipeline construction jobs, but he believed the
|l egacy jobs were the nost inportant (jobs that would
provide 30 years of enploynent related to maintenance and
operations). He stressed that when the existing pipeline
had been built in Al aska there had not been people in place
for to fill the legacy jobs and the nature of the
transition had not been understood. He stated that Al aska
woul d clearly have the ability to train and put its people
in place if it stressed the inportance. He referred to
slide 9 and was disappointed that AGDC had not hired people
with the intent of noving them into PMI positions. He
stressed that the state's representati on based on enpl oyees
was not anywhere near 25 percent. He reasoned that if the
state did not have a significant say in everything that
happened, by the time conpletion or the next transition
arrived, it would not be where it should be. He noted that
the commttee had recently seen a presentation related to
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getting AGC up to speed and hiring people for the project.
He stressed that the project wuld be the |argest
construction project in the world and he assuned that AGDC
woul d have people who could have been nomnated to be on
all of the governance conmttees (i.e. engineers and fiscal
staff). He was disappointed that either AGC had not
nom nated staff or that the state did not have qualified
candidates. He felt the state should have nore significant
representation on the governance conmttees than 10 out of
108.

Representative Guttenberg relayed that Al yeska's nanagenent
team was made up of owners (BP owned 51 percent and Admira
Tom Barrett worked as a BP enployee). He reiterated his
di sappointnent that the state's representation on the
governance teans was not nore substanti al

M. Richards explained when SB 138 had been signed into
law, AGDC had responsibility for the ASAP project and had
been "hard charging”" to conplete the effort. He detailed
that AGDC had been six nonths out from conpleting its C ass
3 estimate and the nom nation process had been undertaken

to fulfill the needs of the PMI for AKLNG At the tine,
AGDC did not have the LNG expertise internally to identify
and fill any vacant roles even for the LNG portion of the

project; therefore, AGC had ranped up its capabilities.
Subsequently, AGDC had hired M. Krusen who had great LNG
expertise and who currently sat in a very key position on
the project steering conmittee, overseeing the work of the
PMI' and budget decisions. He relayed that AGC had found
itself wth available resources to neet the AKLNG vacancy
needs given its conpletion of the work on ASAP. He
furthered that there had been no vacancies on the AKLNG PMr
and there had not been a trenendous nunber of vacancies for
AGC to fill. He added that AGC stood ready to serve if
TransCanada vacated the positions. He explained that what
the PMI would look |ike for the FEED stage of the project
had yet to be determ ned, but AGDC would be ready and able
to nom nate enployees to neet the need within the PMI.

Representative CQuttenberg was glad to that the state was
still transitioning and hoped the argunment would be nade
He referred to the sponsors group on slide 6. He remarked
that AGDC had made a reference to a decision nade above the
managenent and steering commttee levels. He wondered if
there was a sponsor or owner group acting as an overall
managenent of the project.
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M. Dubler replied that the sponsors group shown on the
left of slide 6 was the overall group responsible for
overseeing the entire project.

Representative (Quttenberg asked for verification that
voting was based on percentage of ownership. M. Dubler
answered in the affirmative.

3:28: 06 PM

Vice-Chair Saddler had been troubled to hear M. Dubler's
remark that he nay not be enployed very long if AGDC voted
in opposition to the desire of the state's integrated gas
team He thought that the remark spoke to the degree of
aut onony between AGDC and the admnistration and he had
noted that there had been changes in the AGC board for far
| ess reasons. Additionally, he had been troubled that M.
Dubl er had responded that he did not know who was really in
charge of AGDC because he had not yet seen the
or gani zat i onal chart. He reasoned that he may have
m sunder st ood t he response and asked for further
expl anation. Separately, he had heard discussion about the
conplexity of voting rights to the extent that it had been
i npossible to have votes taken. He listed his undertandi ng
of the current ownership percentages and opined that it did
not seem that conplicated. He wondered if votes had been
taken under the current voting structure.

M. Dubler stressed that the comment he had nmade about his
job had been a joke. He asked for clarification on Vice-
Chair Saddler's question about the organi zational chart.

Vice-Chair Saddler replied that in response to a question
by Representative Edgnon about AGDC | eadership, M. Dubler
had made a coment that he did not know and had not seen
t he organi zational chart.

M. Dubler answered that AGDC was governed by its seven-
menber board of directors. He detailed that the nenbers
were appointed by the governor (two were departnent
comm ssioners and five were nenbers at large). He relayed
that M. Fauske was currently the AGDC president and all of
the corporation's vice presidents reported to M. Fauske
He stressed that AGDC s organizational chart was very
clear. He noted that his reference to an organizational
chart had been one that he had received the previous day,

House Fi nance Conmmittee 33 10/ 27/15 1:33 P. M



whi ch he had not had an opportunity to review in detail. He
addressed the voting process and explained that the project
was basically split into two parts. He elaborated that
TransCanada had the mdstream portion (GIP and pipeline)
and AGDC had the downstream portion (LNG nmarine, and
termnal). He stated that issues would arise that affect
one or the other of the two project conponents. He detailed
that if a vote was strictly related to the pipeline, AGC
would not have a right to vote as it had no ownership in
the pipeline. However, there were other issues that may
affect the entire project, which brought up the question
about who voted the state's 25 percent interest.

3:31: 37 PM

Vice-Chair Saddler replied that he did not quite understand
because he Dbelieved the proportional voting power was
outlined fairly clearly. He believed the responsibility for
each of the parties was fairly clearly delineated. He asked
if M. Dubler had stated that no votes had been taken under
the current structure.

M. Dubler clarified that he had stated he did not believe
there had been any segnent reports that only affect one
part. He explained that he may not see a vote that inpacted
the mdstream because AGDC was not involved wth the
m dstream He relayed that the conversation was treading on
thin ice about how the joint venture agreenent worked. He
noted that he had to be careful about what he said. He
stated that there had been votes that were along the entire
project. The only time a problem arose was if AGDC s
position was different than TransCanada's position on a
vote that inpacted the entire project. He explained that
the project did not want to deal with the state fighting
anongst itself; the project viewed TransCanada and AGDC as
the state party. He agreed that it was the state's problem
which the administration was wrking to fix wth the
TransCanada buyout.

Co-Chair Neuman noted that the commttee had to npve on
fromthe conversation

Vice-Chair Saddler clarified that he needed further
understanding of the voting structure, given it had been
specified as one of the inportant reasons why TransCanada
shoul d be out of the project.
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M. Dubler offered to discuss the questions further at a
later tinme.

3:33:28 PM

Representative Gattis asked about the LNG experience of M.
Boykin, M. Dubler, and M. Fauske. She wondered where the
state's attorney general fell wthin the organizational
chart. She asked if all nenbers of the sponsors group were
up to speed or if sone were |agging behind schedul e.

M. Dubler responded that the sponsors group was conprised
of very high-level executives from large, successful
cor por ati ons. Based on his experience, none of the
i ndi vidual s had been |aggi ng whatsoever. He detailed that
the individuals were always on top of matters and
understood the project; the individuals had projects going
worl dwide and the AKLNG project was not "their first
rodeo.” He pointed to the attorney general's position as
the head of DOL shown on the top left portion of the
organi zational chart. Lastly, he had not seen M. Boykin's
resune and could not speak to his LNG experience. He had
heard M. Boykin testify the previous day that he did not
have LNG experience, but M. Dubler specified that he did
not know that for a fact. He relayed that he personally had
no LNG experience. He elaborated that he had started with
AGDC when the organi zation had been forned in 2010 and had
worked on the ASAP project for five years and the AKLNG
project for two years. He comrunicated that M. Fauske had
wor ked for AGDC for the sane tine period.

3:36:18 PM

Co- Chair Neuman addressed the organi zational chart that had
been provided by the adm nistration. He observed that under
Governor Wal ker's position at the top of the chart there
was a solid line leading to the left [towards DNR, DOR, and
DCOL] and a dotted line leading to the right [towards AGDC .
He wondered if the dotted line was neant to indicate a
separation of authorities. He asked for clarification.

M. Dubler replied that he would follow up wth the
i nformati on.

Representative Pruitt noted that one argunent for keeping

TransCanada in the project was due to its experience. He
asked about the breadth of experience of AGDC s enpl oyees.
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He wondered if there were people within the corporation who
had experience with LNG

M. Dubler replied in the affirmative. He detailed that
AGDC had hired M. Krusen, a 36-year veteran at
ConocoPhillips who had run its Kenai LNG plant and
wor | dwi de LNG engi neering effort.

M. R chards added that AGDC enployed subject matter
experts with LNG experience. He detailed that industry
individuals had elected to work under contract with the
corporation and were avail able at any tine.

Representative Pruitt asked if AGDC s experience was on par
with or greater than that of the current TransCanada team
M. Richards stated that between the enployees working for
AGDC the corporation had centuries of experience to draw
fromrelated to Arctic-based |arge projects, pipeline-based
projects, gas treatnment processing, and LNG

Representative Pruitt asked for verification that AGC felt
confident that the state had individuals who would
potentially make it through the nom nation process to fill
vacancies in the current PMI and into FEED if TransCanada
| eft the project.

M. Dubler explained that the project team had approached
AGDC about M. Richards taking a position that had been
open because the team had been interested in getting AGDC
secondees into the project. He stated that the project team
was keen on having all of the parties represented (not
necessarily based on the exact percentage of ownership). To
the extent that AGDC had avail able and qualified enpl oyees,
he did not believe it would be a problem getting them
seconded into the project. He stressed that AGDC woul d not
nom nate a sub-par person for a vacant position. He
enphasi zed that AGDC wanted the best people to build the
proj ect .

3:40: 22 PM

Representative Pruitt asked if the state would still be in
a good place to ensure that it wuld have a positive
outcone on the overall project if it only had a few

representatives on the PMI. M. Dubler answered that the
governance structure outlined on slide 6 would provide the
assurance. He explained that the state had decision nakers
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on every one of the governance conmittees overseeing the
entire project.

Co- Chair Neuman noted that the commttee had received a DOL
menor andum stating that AGDC had the legal authority to
acquire TransCanada's interest [DOL  nenorandum dat ed
Cctober 26, 2015 (copy on file)]. He asked if the
testifiers believed differently.

M. Dubler replied that neither he nor M. Richards were
attorneys and he recommended relying on the letter fromthe
attorney general that was very clear ACGDC had the authority
to acquire TransCanada's interest.

HB 3001 was HEARD and HELD in committee for further
consi derati on.

Co- Chair Neuman di scussed the agenda for the foll ow ng day.

#
ADJ OURNIVENT

3:42:16 PM

The neeting was adjourned at 3:42 p.m
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