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3:18: 09 PM

CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:18 p.m Representatives Hughes,
Josephson, Kito, Colver, Tilton, Chenault (alternate) and d son
were present at the call to order. Representati ve LeDoux
arrived as the neeting was in progress.

HB 132- AGDC SUPPORT COF NATURAL GAS PROQJECTS

3:18: 27 PM

CHAI R OLSON announced that the only order of business would be,
HOUSE BILL NO 132, "An Act relating to the support of the

Al aska liquefied natural gas project by the Alaska Gasline
Devel opnment Cor poration.™ [Before the comittee was CSHB
132(RES)].
3:19: 00 PM

RENA DELBRI DGE, Staff, Representative M ke Hawker, Al aska State
Legislature, stated that HB 132 would prohibit the Al aska
Gasl i ne Devel opnment Corporation (AGDC) from working on anything
other than the Al aska LNG project and the ASAP backup in-state
gasline project as previously described, until the |egislature
and the state obtain certainty as to the outcone of the Al aska
LNG project. Therefore, AGC would be prohibited from enbarking
on a conpeting type of project until the earliest of three
dat es: the date at which point the state and other parties to
Al aska LNG enter the next devel opnent phase called FEED [ Front
End Engi neering & Design]; or when the state or another party to
Al aska LNG w thdraws from Al aska LNG or July 1, 2017. The bill
woul d also prohibit Alaska Gas Devel opment Corporation (AGDC)
from marketing gas that it does not have witten consent or
title to market. Further, it would prohibit use of the In-State
Natural Gas Pipeline Fund (AS 31.25.100) for work on a project
that would carry nore than a mgjority of gas intended for
export.

3:20: 33 PM

ALAN LEMASTER, President; Omer, Gakona Junction Village, stated
that he has resided at his current |ocation for over 30 years,
offering king salnon fishing, providing housing for travelers,
and storing gas. He spoke in opposition to HB 132. He
suggested that the primary purpose seened to deny any work that
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will allow the state to consider an alternative to the Al aska
LNG project. If the commttee agrees that Al aska LNG was the
only definitive line to provide Alaskans the best and | owest
cost for natural gas, there is little to be concerned about, but
if something happens in the ongoing negotiations and studies
over the next two years that would preclude the Alaska LNG
project from progressing, it seemed wise to have an alternative
plan and avoid losing time or noney in gearing up again fromthe
beginning. He offered his belief that the ASAP is a poor choice
to obtain natural gas given that there is anple natural gas to
power the Anchorage bow and its neighbors for decades from the
Cook Inlet natural gas reserves. Further, with a $3.5 billion
shortfall of funds available to run the state for the
foreseeable future, he suggested backup plans nust provide as
many reasonable alternatives as possible to ensure that Al askans
can have access to natural gas over diesel fuel and wood to heat
and power their hones and businesses should the Alaska LNG
project fail to neet the levels of econom cs needed to proceed.
G ven these issues, and the fact that the CGovernor has publicly
stated he will veto this bill, doesn't the |legislature have nore
important issues to turn its attention to that will benefit the
state far greater than playing with these seemngly politically-
noti vated del aying tactics. He thanked nmenbers for allowing him
an opportunity to testify.

CHAI R OLSON responded that the bill does have sideboards. He
wel comed M. Lenaster to call the bill sponsor or his office for
further clarification.

3:24: 03 PM

SCOTT DAVIS, Omer, Davis Block and Concrete Conpany, stated
t hat he has been a business owner for over 36 years in the Kenai
Peni nsul a area. He recalled struggles just to Kkeep his
conpany's doors open over the years and said he was fully
commtted to getting the Al aska Gasline conpleted. He said the
Al aska LNG project plans to conme directly to N kiski, where a

tremendous anount of future economc activity that wll be
generated from this | ocation. He said he has invested in the
oil and gas industry, working directly or indirectly for

conpani es that produce oil and gas or the conpanies that service
t hem The Point Thomson project in particular has allowed his
conpanies to invest in new enployees, new facilities, and new
equi pnent. He said he has been worried that the state will mss
the opportunity to get a gasline in the state. It seened that
the governor wanted to pursue a second gasline, which has
created substantial confusion about the state's priorities in
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getting a gasline devel oped. The state was not conpeting with
producers to create a gasline, but is conpeting with other
projects globally. Wth so many questions not answered, he
synpathized with the legislature's desire to create clarity
around the governor's plan. He offered his support for any
efforts to inject clarity into the future of the proposed
gasline as Kenai businesses have a lot to gain or |ose. He
suggested many reasons exist for Al askans to be optimstic about
the state's future prospect for an LNG project, especially for
smal | businesses. The state was closer today than at any other
point in history to see a gasline project devel oped, despite the
i mpact of low oil prices and big fiscal deficits, the Al aska LNG

project appears to be noving forward. Al askans need to know
whet her the state is on board with the Al aska LNG project or
not. He concluded that as a business owner, he deserves clarity

and would like clarity provided.

3:26:32 PM

CHAI R OLSON t hanked him for participating in the Iron Dog race.
3:26:48 PM

PAMELA THROOP, Real Estate Broker, Al aska Commercial Properties,
stated that she has been in business for herself for 35 years as
a comercial real estate broker. She asked nenbers to defeat HB
132 since the state has often limted itself to one project and
ended up without any project. She said that Fairbanks continues
to be in terrible shape in terns of high fuel costs. She urged
menber not to tie the governor's hands. She expressed interest
in the nost economic [gasline] project possible so it makes
sense that the state needs to have alternatives. She offered
her Dbelief that markets are available and the controlling
producers are selling natural gas all over the world. Thus,
Al aska's gas needs to be in the marketplace, too. She has
traveled to Texas for nedical purposes and she has famly who
live in Houston. Her brother-in-law works for Cheniere Energy,
Inc. and that conpany has been selling LNG to countries all over
the worl d. In 2010, his conpany had cone to Al aska but could
find no interest. At that time Cheniere did not have a plant,
now they have four trains in Sabine Pass and are also building
in Corpus Christi. She said Cheniere Energy Inc. is selling gas
to Korea, Japan, India, and China. She expressed frustration
that Alaska's hands have been tied, artificially, and as an
Al askan she wants to have the benefit of gas revenues for her
children and grandchildren. She concluded her testinony by
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sayi ng she wants the governor to have an opportunity to do what
is best for the state.

3:29:40 PM

RANDY ELEDGE, Marsh Creek LLC, said he had opportunity to talk
with one of the producers on the North Slope today concerning
what his conpany wants to do to foster this opportunity. He
said there are investnent dollars today going to the LNG
opportunity by mmjor oil conpanies. He predicted independent
oil conpanies will also follow suit. He stated that turbine
manuf act urers have been exploring nore opportunities in the LNG
mar ket, which he viewed as the bright star in ternms of
profitability for oil conpanies today. He said he was proud to
have worked for 33 years with oil producers, but he did not w sh

to limt their investnment in Al aska. He acknow edged t hat
gl obal conpetition exists today and conpani es nake deci sions on
the best investnent dollars. However, Al askans have changed

their oil and gas nethod of taxation five tinmes in the |ast
several years so Al aska doesn't really offer a solid climte for
the producers since the tax climate constantly changes. He
synpathized with the Alaska legislature's desire for clarity.
He said he was concerned about the governor since he has been

"on and off." For exanple, Governor Wl ker has been | ooking
into the recent changes of the oil tax structure; however, he
previously said he would not do so. In addition, Governor
Wal ker has now threatened to veto this bill, which M. Eledge
said is of concern to him

3:33: 05 PM

MR. ELEDGE acknowl edged that currently the price of oil is

extrenely low and the price of natural gas is also depressed,
but through LNG the state can enjoy sone of the investnent and
support from oil conpanies that can provide an opportunity for
the state's econom c engines. These investnents could create
opportunities for Alaska' s enployees working within the state.
Further, jobs represent the key to Al aska's wellbeing, he said
He concluded by stating that Al aska's businesses deserve clarity
fromthe governor. Further, legislators are expected to do their
part so he appreciated the conmttee doing its part. He thanked
menbers for the opportunity to speak today.

3:34: 14 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 132.
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3:34: 36 PM
The conmmittee took an at-ease from3:34 p.m to 3:37 p.m

[ The committee treated it as though public testinony was
r eopened. |

3:37: 36 PM

MERRI CK PEIRCE, Chief Financial Oficer and Menber, Al aska
Gasline Port Authority (AGPA), stated that HB 132 was designed
to tie the hands of the governor, who was recently elected
governor. He characterized the aforenmentioned as appalling. He
opined that for about two decades Governor \Walker has
articulated the right way to nove forward on a project and
al ways advocated for |arge dianmeter gasline with an econony of
scale to bring Al aska new revenue. The aforenentioned would
al so benefit parts of the state that badly need affordable
ener gy. He related conceptually that two natural gas pipelines
wer e possi bl e. First, the bullet line - which he viewed as
unecononmic since it would be an $8 million capital expenditure
that would take gas to the Cook Inlet, which has a 200-year gas
supply. Therefore, he opined that the bullet |ine doesn't nmake
sense to him Secondly, a large dianeter pipeline with an
econony of scal e was anot her opti on.

MR. PEIRCE said the stark reality was that Al aska nust conpete

with 25 other LNG projects worl dw de. Furthernore, it isn't a
secret that the producers have an economc interest in these
conpeting projects. In his view, from the producer's

perspective, the producers prefer to have Al aska gas stay
war ehoused to avoid conpeting wth projects in Australia and
Papua New GCui nea. He asked nenbers to reacquaint thenselves
with the Heads of Agreenment, which is the fundanental agreenent
to the Al aska LNG project.

MR. PEIRCE referred nenbers to the "Heads of Agreenent” between
the SOA, AGDC, TransCanada and ExxonMbil, Conoco Phillips, BP
Expl oration. Jan 14, 2014. |[to Article 13.4.1, and read,
“"Nothing in this HOA requires any party to reach or execute any
legally binding or enforceable agreenent(s) or to refrain from
engagi ng in any busi ness what soever, nor does any party have any
l[iability in connection with the subject matter of this HOA™"
This neans that the ExxonMbil Corporation and simlar producers
can go forward to work on projects that conpete with Al aska
wi t hout any obligation in the HOA that requires Exxon to do any
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project of any kind in Al aska. Thus, the fiduciary obligation
of Exxon is to its sharehol ders, he said, not to Al askans, which
is why it wll nove forward with projects that make the nost
econoni ¢ sense for the corporation, and not necessarily Al aska.

3:40: 00 PM

MR. PEIRCE provided a couple of exanples of bringing markets to
Alaska in which the producers have sinply refused to commt gas
to a project. In 2012, under the Al aska Gasline |Inducenent Act
(AGA) there was a solicitation of interest in which a half
dozen conpanies canme in with the aggregated volune of gas was
2.8 billion cubic feet (Bcf) of gas per day. Anot her entity
from Japan represented a consortium also |ooking for 2.5 Bcf gas
per day, which was nore than enough to do a large dianeter
gasline, he said, noting the consortium wanted first gas by
20109. Exxon refused to engage, he reported. In fact, sone of
the conpanies that wanted to engage were told that Exxon had
projects in Canada and Australia and would be happy to sell them

gas from those areas. The former governor and |egislature
started over with a new study to supply first gas in 2025 using
a new route. In addition, very |large conpanies have offered to
buy gas at the wellhead only to be rejected. Those sane
conpanies were also told by Exxon that other projects could
provide themwi th LNG He characterized this bill, HB 132, as a
pretty "sad piece of legislation." He enphasized that Al aska

needs to nove forward with the understanding that the only way
to get Alaska's gas to the world markets is by first and
forenpst putting "Alaska's interest first" and not allow ng
conpanies that conpete with Alaska to determne when and if
Al aska ever gets a gasline. He thanked nenbers for the
opportunity to testify.

3:41: 51 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 132.

3:41: 59 PM

REPRESENTATI VE HUGHES noved to adopt Anmendnment 1, |abeled 29-
LS0623\ 1.3, Nauman, 3/17/15, which read

Page 3, line 5, followi ng "party":

Insert "that holds natural gas leases in the
state"
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Page 3, line 16, following "party":
Insert "that holds natural gas leases in the
state"”

Page 4, line 13, following "party":
Insert "that holds natural gas leases in the
state"

CHAI R OLSON obj ected for the purpose of discussion.
3:42: 37 PM

M5. DELBRI DGE appreciated the commttee entertaining Amendnent
1. She explained that the need for the anmendnent arose in
response to a question Representative Josephson asked at an
earlier neeting. One of the three dates in tinme in which the
tenporary restriction on Alaska Gas Devel opnent Corporation
(AGDC) would be lifted, which was the date that the state or
anot her party wthdrew from Al aska LNG She acknow edged t hat
Representati ve Josephson raised a good point, which was what if
one of the parties was TransCanada. She noted that TransCanada
and AGDC are both parties to the Alaska LNG along wth
separately, the state, BP Exploration (Alaska) Inc., ExxonMobil
Corporation, & ConocoPhillips Al aska, Inc. However, AGDC and
TransCanada do not have gas or hold |eases so they are somewhat
different than the other four parties - the three producers and
the state - who do in fact hold an interest in gas in the
proj ect . So if one of the three producers or the state
wi thdraws from project, there would be a nmuch greater I|ikelihood
that everyone would reevaluate the project in terns of it noving
f orward. However, if TransCanada or AGDC withdraws from the
project, the circunstances would be inportant, but would not
rise to the sane | evel of significance.

M5. DLEBRI DGE expl ained that Amendnent 1 would nmake clear that
AGDC s tenporary restriction goes away at one of three dates,
including the date that the state or another party who hol ds
natural gas leases in the state withdraws from Alaska LNG
Therefore, if TransCanada or AGDC withdraws from the project,
the restriction will stay in place, but if the state or one of
the three producers withdraws, the restriction on AGDC will be
lifted and the corporation would be able to pursue a |arger
export geared project.

3:44: 41 PM
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CHAI R OLSON renoved his objection.
There being no further objection, Arendnent 1 was adopt ed.
3:45:13 PM

CHAI R OLSON stated that he had al so received a second anendnent
but it was four hours after the commttee's cut off tinme to

receive anendnents for consideration by the commttee. The
commttee strongly supports nenbers having adequate tinme to
consi der anendnents prior to the neeting. He anticipated the

proposed amendnent woul d be presented on the fl oor.
3:45: 57 PM

REPRESENTATI VE HUGHES noved to report the proposed committee
substitute (CS) for HB 132 (RES), as anended, out of commttee
with individual recomendations and the acconpanying fiscal
not es.

3:47:06 PM
REPRESENTATI VE JOSEPHSON obj ect ed.
3:47:15 PM

REPRESENTATI VE JOSEPHSON explained that the testifiers before
the House Resources Standing Commttee, M. Fauske and M.
Ri chards, Alaska Gas Developnment Corporation (AGXC), said
not hi ng precluded what they were doing, which was limted in
scope to noving from a 600 level of pipe to a 900 |evel, that
woul d nove from 1.4 billion cubic feet (Bcf) to potentially 2.4
billion Bcf. He recalled they were ordered to do that by the
board and wi | nerely "run sone nunbers”; however,
fundamentality there was nothing in House Bill 4 that precluded
this, notwithstanding that Senate Bill 138 was supposed to be
directional and was to "be the gane." However, once that was
lifted, House Bill 4 was freed up and could becone other things,
and the legislature needs to wait and see what that wll be.
Therefore, he will be voting no.

3:48: 26 PM
A roll call vote was taken. Representati ves Hughes, LeDoux,
Colver, Tilton, and O son voted in favor of reporting the CSHB

132(RES) from committee, as anended. Representatives Kito and
Josephson voted against it. Therefore, CSHB 132(L&C) was
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reported out of the House Labor and Conmerce Standing Conmittee
by a vote of 5-2.

3:49: 05 PM

REPRESENTATI VE COLVER asked to comment for the record that he
supported noving the bill from comittee to provide an
opportunity for the entire house to vote; however, he has sone
trepidation on this bill.

3:49: 33 PM

ADJ OQURNNMENT

There being no further business before the commttee, the House

Labor and Commerce Standing Commttee neeting was adjourned at
3:49 p.m
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