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COW TTEE CALENDAR

AKLNG Project Overview wth Steve Butt
- HEARD

AKLNG Fi scal Team Updat e
- HEARD

AKLNG Third Party Report of DNR and DOR I nvol venent
- HEARD

AKLNG | npact to the Kenai Peninsula Borough with Larry Persily
- HEARD

PREVI QUS COW TTEE ACTI ON

No previous action to record

W TNESS REG STER

STEVE BUTT, Project Manager

AKLNG Pr oj ect

PCSI TI ON STATEMENT: Provi ded AKLNG updat e.

DAVI D VAN TUYL, Regi onal Manager

BP Al aska

Anchor age, Al aska

PCSI TI ON STATEMENT:  Provi ded AKLNG fiscal update.

Bl LL MCMAHON, Senior Commercial Advi sor

ExxonMbbi |

POSI TI ON STATEMENT: Provi ded AKLNG fi scal update.

DARREN MEZNARI CH, Project Integration Manager

AKLNG Pr oj ect

ConocoPhi |l l'i ps

PCSI TI ON STATEMENT: Provi ded AKLNG fiscal update.

VI NCENT LEE, Director

Maj or Projects Devel opnent
TransCanada, LLC
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PCOSI TI ON STATEMENT: Testified on the AKLNG fiscal update, but
due to technical difficulties it was not clear enough to
sunmari ze.

DAN FAUSKE, President

Al aska Gas Devel opnent Corporation (AGDC)

Anchor age, Al aska

POSI TI ON STATEMENT: Provi ded AKLNG fi scal update.

KEN VASSAR, Counci

Al aska Gasline Devel opnment Corporation (AGDC)

PCSI TION  STATEMENT: Provided AKLNG fiscal update on
constitutional issues.

AUDI E SETTERS, General Manager

State Gas Team

Department of Natural Resources (DNR)

POSI TI ON  STATEMENT: Provided State Gas Team AKLNG Project
updat e.

RANDALL HOFFBECK, Conmi ssioner

Depart ment of Revenue (DOR)

Anchor age, Al aska

PCSI TI ON  STATEMENT: Provided State Gas Team AKLNG Project

updat e.

DONA KEPPERS, Deputy Conmm ssi oner

Departnent of Revenue (DOR)

Anchor age, Al aska

POSI TION STATEMENT: Provided State Gas Team AKLNG Project
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RANDALL HOFFBECK, Commi ssi oner

Departnent of Revenue (DOR)

Juneau, Al aska

POSI TI ON  STATEMENT: Provided State Gas Team AKLNG Project
updat e.

LARRY PERSILY, G| and Gas Advi sor

Kenai Peni nsul a Borough

Sol dot na, Al aska

PCSI TI ON STATEMENT:  Provi ded AKLNG Project update for the Kena
Peni nsul a Bor ough

ACTI ON NARRATI VE

3:01: 25 PM
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CHAIR CATHY G ESSEL called the joint neeting of the Senate and
House Resources Standing Commttees to order at 3:00 p.m
Pr esent at the call to order were Senators  Stoltze,
W el echowski , Coghi | I, M cci che, and Chair G essel ;
Representatives Herron, Josephson, Tarr, dson, Seaton, and Co-
Chairs Tal erico and Nageak.

AKLNG Project Update with Steve Butt

3:04: 20 PM

CHAIR G ESSEL announced that the first part of today' s hearing
is required as part of SB 138, which established the AKLNG
framework that passed in 2014. It authorized the State of Al aska
to enter into the pre-front end engineering and design (pre-
FEED) stage of an integrated gas project. She invited the
proj ect nmanager, Steve Butt, to the table.

STEVE BUTT, Project Manager, AKLNG Project, related that a group
was put together under SB 138 to fornmalize the joint venture
agr eenment t hat i ncl udes BP, ConocoPhi | |'i ps, ExxonMbbi | ,
TransCanada and the Alaska Gasline Developnent Corporation
(AGDC) acting as the state's agent for the downstream and
m dstream segnents (TransCanada is the nmidstream and AGDC is the
downst ream .

3:07:11 PM

He said he was there on behalf of the 135 people who work on the
project and he was going to do his very best to help the
committee understand what they acconplished in the last four
nmonths. He said those 135 people work wth several hundred
contractors and different consortiuns.

MR. BUTT said the AKLNG Project is an integrated LNG project to
treat, transport and |iquefy natural gas that has been
di scovered on the North Slope, principally in the Prudhoe Bay
field and the Point Thonson field that have somewhere between 32
and 35 tcf of gas. It noves about 3.3 bcf a day down to Nikisk

and that |eaves about 2.4 bcf gas a day for Iliquefaction. The
balance is used for fuel and instate use. The 2.4 bcf/day is
about 10 times what the state uses right now, about enough
energy to fuel an econony the size of Germany. "It's an enornous
nunber." He said the scale of the project is very large and w ||
cost $45-355 billion. The sheer conplexity and scope of the
project requires careful integration.

MR. BUTT showed pictures of the Point Thonmson drilling rig that
was finishing the third well for the IPS. The nodules wll start
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bei ng brought in for the conpression facility over the next few
weeks. The gas treatnment plant (GIP) is in final design and the
sane optimzation wrk is being done on building the
I iquefaction facility.

3:09: 28 PM

The Safety, Health and Environnment Report indicated that there
was a mnor non-toxic hydraulic fluid release of one cup that
was remnedi at ed.

They spent about $300 million, which includes $200 mllion on
pre- FEED work since 2014, about $25-30 mllion per nonth. The
work was primarily focused on two activities: one addressing
regulatory work with the Federal Energy Regulatory Conm ssion
(FERC) and the other doing basic design.

3:10: 51 PM

Since their last talk, one great mlestone issue cane up: the
Deputy Secretary of the Departnment of Energy announced an export
authorization for non-free trade authorization countries; that
means the project can ship LNG to anywhere in the world. The
request was for 20 mllion netric tons annually for a 30-year
period with a 12-year start to initiation of the permt and
construction. He pointed out that all nunbers are unprecedent ed;
the Departnent of Energy has never granted an export
aut horization of that duration, of that magnitude or with nore
than seven years for construction. He said there was strong
support fromthe DCE and the federal governnent.

3:12: 52 PM

Another big mlestone is that FERC accepted their resource
report that initiated the Environnental Inpact Statenent (EIS).
This is an arduous process but it is required for getting an
aut horization for construction.

3:14: 06 PM

Key Messages:

1. AKLNG is an integrated LNG project: plant plus pipeline that
provi des gas to Al askans and can sell LNG anywhere in the world.
One of the nost inportant characteristics of the integration
design is that there are four parties - ConocoPhillips, BP,
ExxonMbbil and the State of Alaska - that have fundanenta
claimte to gas on the North Slope and rights to revenues
generated by that resource; 98 percent of the gas is owned by
proj ect partici pants. Aligning the four parties is the
difference between a project that will work and one that wl
struggl e.
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2. The ARC of Success is:

-Alignment: the state is a key participant with voting rights
and rights to data. Partners can talk to each other wth
transparency. The alignment factor is critical.

-Ri sk reduction: Pre-FEED identifies/mtigates risk.

-Cost reduction: cost of supply defines conpetitiveness.

MR. BUIT said his |ast nessage was that as the team goes through
all the work, they are trying really hard to match the pre-FEED
pace to all broader schedul e issues. The pre-FEED work will keep
the project unbrella deliverables they all agreed to in the
Joint Venture Agreenent (JVA) on track. But that is done as part
of a broader whole. Things |ike commercial issues all have to
come together so that when they get to different phase gates in
this project managenent structure they cone together at the sane
time. Otherw se pieces won't be ready at the right tine.

3:19: 55 PM

The design of the gas treatnent plant (GIP) pad/canp has been
conpl eted. Access to required construction gravel is confirned
and water resource availability is being evaluated. A l|ot of
geotechnical work is being done at N kiski and with the Prudhoe
Bay operator on a whol e host of issues.

One real mlestone was conpleting the wnter near-shore
excavation program They had to find out if the west dock at
Prudhoe Bay needed to be deeper to bring in nodules in the
winter. Traditionally the work is done in the sumer, but they
decided to use a traditional hydro-ax to cut the ice and pick up
the coils when they are frozen. Doing this in the winter wl
free up the summer nonths for noving nodul es and | ogi stics work.
Thi s has been tested successfully.

3:23:23 PM

Pipeline work/design is <continuing to go really well, he
reported. The route is conplete and aligns with AGC Wrk is
continuing on key areas such as Atigun Pass, ditter Gulch and
Ni ki ski. The western route across Cook Inlet was chosen. The
hydraulic work has been done and naterial design is being
eval uated along with weld procedures for the different sections
of the pipeline.

3:26: 54 PM

MR. BUTT explained that all parties had becone aligned on
pi peline routing across Cook Inlet. Since the focus has been on
Ni ki ski as the best site for the LNG plant, a lot of work had
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been done on how to cross the Inlet and they believe the western
route is best. It's 14 mles shorter and has a |ower
environmental inpact; it avoids the 25 mles within the Susitna
Gunnery range wth unexpl oded ordinance. Second, the nouth of
the Knik Armis where all the eight Chugach power cables are and
the lay barge to put in the pipe has a 300 ft. anchor spread.
So, it would have to be able to nove the 300 ft. spread w thout
hitting the power cables that would conprom se power to the City
of Anchorage. The other big issue is that the nouth of the Knik
Arm has a lot of sedinments coming in it fromglaciers and it is
one of the nbst active seabeds in south Alaska. It has noved 40
feet in six years.

3:33:17 PM

They are continuing to inprove marine facility design and
operational capability and actually did the civil work for the
gas-to-liquids (GIL) plant location. It would cost $3-4 billion
to nove 131 mllion cubic yards of rock into Prince WIIliam
Sound (PWS) |ocations, but the extensive civil work inpacts are
unknown and probably can't be permtted. He said it would be
easier to put a GIL in Seward because it has a great site for
shipping, but it is not a good place to find 800 flat acres for
the GIL plant.

In Cook Inlet, the challenge was getting across the Kenai R ver
and noving gas down into a premer salnon area. This would
i ncrease costs because it nmkes the pipeline nmuch |onger, would
i ncrease the environnmental inpact by crossing inportant waters.
Staying in an existing industrial area would lint that inpact.
Additionally, wth the Valdez/Prince WIlliam option there is the
difficulty in getting the gas back to the population centers in
Anchorage; that would require a very long spur going back
t hrough d ennal | en.

The Seward pipeline access point would be very difficult to
construct. He repeated that their exercise focuses around the
ability to be successful by keeping costs down and that is why
they are focusing on N kiski as the plant site and have had
not hi ng but excellent wel cones from comunity nenbers.

3:37:58 PM
MR. BUTT related that every year field work 1is done for
regul atory data and this year 250 people spent about $50 mllion

on it. They are primarily cultural heritage specialists who
found five cultural area sites, about 75 percent of themare old
Al askan settl enents.
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CHAI R G ESSEL recogni zed Speaker Chenault in attendance.

SENATOR M CCICHE said a lot of people did not understand the
wor k behind the site choice.

MR, BUIT replied that a lot of very proprietary specialized
design work went behind it, but he would talk about what he
could. They had been meking sure all participants are happy and
having some "good conversations" with the State Gas Team about
constructability chall enges.

3:39:35 PM
SENATOR STOLTZE had a question, but due to technol ogical
difficulties it was indiscernible.

MR. BUIT said as part of the Environmental |npact Statenent
process, FERC wants to know what the community thinks about the
project in terms of different routings and other options. So,
| ast year they had a l|ot of stakeholder engagenent holding 80
sessions; FERC had also held their own sessions. Everyone wants
confidence that the community supports the project.

He had four sessions in late My wth about 700 people
representing about 300 Al aska busi nesses, because |ocal Al askans
have know edge on how to work in Al aska which will help drive
down costs. Those are "going really well."” The U S. Coast Quard
is very supportive. He related that the Wite House sees this
project favorably because the limted carbon footprint is very
efficient with all the CO, being put back in the ground.

They take environnental responsibility for protecting marine
mammal s and habitat whatever route is taken. That is why
extensive pre-FEED work went into comng up with a really good

design that works for all the stakeholders. It wll provide
"confort"” that the design really works when they got to the FEED
stage decision. "W really want to get it right,"” he said, and

"Wbrking on the wong line gets very expensive very fast."

He said the labor and logistics study assured understandi ng of
how t his huge project would get built. The scale is enornous and
means 15,000 nore jobs in Al aska.

3:47: 42 PM

They had great dialogues with the different |abor unions, the
Department of Labor and the Native corporations on devel oping
the craft labor skills that are needed, but there is so nuch
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work that some of it will have to be exported. That is the only
way to keep the project economc.

MR. BUTT remarked how hard it is to drive buses of 40 people

safely on a highway and that 3,500 people wll be working on
site. How will they be noved along with the 250 t housand tons of
steel that will need to be fabricated and get it landed in the

right way? Al ports in Al aska are being |ooked at, multiple
ports for different materials.

3:48: 36 PM

Lastly, M. Butt covered forward plans. The Joint Venture
Agreenent (JVA) is a playbook telling them how to build an AKLNG
Project. As part of that, everyone agreed on what work had to
get done to nmake sure that pre-FEED questions can be answered

that work is on track and wll be conmplete and available for
sharehol der review in the fourth quarter of 2015. This wll

i nform addi ti onal worKk.

MR. BUTT said they nust keep their FERC and EIS work on track;
the first draft of the resource report is done. The second draft
is expected in early 2016. They want to keep the engineering
del i verabl es and the FERC docunents together.

Wth that said, they need to keep working with the state to
understand sonme of the open issues |ike sonme of the transitions
that are being discussed, potential changes in the state's Asian
relationship, how the state wants to be involved in the project
and how that may inpact the resources available to the project
and how it mght inpact the skills available to the project.

They can test how new risks can be mitigated and understand very
clearly how to the actual offtake locations will be built. The
AGDC has done a lot of work on this using everything outside of
the main distribution as part of their mandate. They want to
know how that would work, so the offtakes are in the right place
and the hydraulic nodel can be vali dated.

He said they want to meke sure the project design elenents -
pipeline size, route and plant site - are to everyone's
satisfaction. They don't want to waste resources by having to
switch routes. Alignnent anong the parties is needed on the

fundanment al design issues. In addition, they want to make sure
they have conplete support from the admnistration's 45-day
review teamto their satisfaction. They will be positioned for a

FEED deci si on when the open issues are resol ved.
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3:52:26 PM

As M. Butt mentioned earlier, the project's pace and spend nust
be matched to all these other open issues so that when the work
is ready to go across the gate it's in the right place. Does it
have viable technical options, does it have governnent support,
are permts and land wuses achievable; 1is there potential
cormmercial viability at a level that all of the parties are
confortable with? The parties and the citizens of Alaska wll
have to decide, under SB 138, if they want to continue investing
25 percent of the noney required to nove to the next |evel;
that's $1 billion to $1.5 billion,

3:55: 50 PM
CHAIR G ESSEL asked him to talk about enploynment of Al askans
right now in the project.

MR. BUIT said about 200 people are working on the field work
about 30-40 doing the geo-technical work; and several hundred
people are providing logistical support (ASRC). Hundreds of
peopl e are com ng up to support that work.

CHAI R G ESSEL said she knew the State of Alaska was trying to do
its part to have a prepared workforce. She thanked M. Butt for
t he presentation.

3:58:40 PM
At ease from3:58 to 4:03 p. m

AKLNG Fi scal Team Updat e

4:03:12 PM
CHAIR G ESSEL called the neeting back to order and announced the
AKLNG fiscal team update as the next order of business.

4:04: 35 PM

DAVI D VAN TUYL, Regional Manager, BP Al aska, Anchorage, Al aska,
said he had been working for BP for alnost 31 years, the |ast
half of that on the Al aska gas project. He is now working on the
Joint Fiscal Team and Managenent Conmmttee of the AKLNG Project.
He is pleased to be in N Kkiski, the site of the future
liquefaction facility. The success of this project is critica
to BP's business here in Alaska, he said, and also critical to
the future of the State of Alaska, itself, and for so many
Al askans who w Il benefit directly and indirectly from a
successful project.
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He said the project recently took a very inportant step forward
in receiving export authorization for non-trade countries from
the U S. Departnent of Energy. It's a big deal. The project
woul d not be a success without that approval. The relative speed
with which that approval was obtained also shows how inportant
the project is on the U S. federal |evel. That approval sends an
i nportant message to the world that the AKLNG Project is rea

and is comng; the project is building nonentum

MR. VAN TUYL said there is nmuch to be done, but they continue to
make progress. Since the early days of the WAl ker Admi nistration
all partners had worked productively with his team and they will
continue doing that. They remain actively engaged on a variety
of fronts to continue to progress the project and the associated
comercial work nenbers will hear about shortly.

He concluded that last year they started on this journey
together; project nonentum is continuing. BP looks forward to
continuing this journey together in the comng nonths. He
t hanked them and turned the presentation over to M. MMhon.

4:07:44 PM

Bl LL MCMAHON, Senior Conmercial Advisor, ExxonMbil, said he had
been working for ExxonMbil for nore than 33 years. The |ast 23
of those year he had been focused on Al aska gas devel opnent. He
said Alaska continues to be a very inportant ©part of
ExxonMobil's worldw de portfolio; they had been in Al aska for
nore than 50 years and had invested nore than $13 billion.
ExxonMbbil is commtted to Alaska and continues to actively
pursue investnent opportunities there. As operator at Point
Thonson, ExxonMobi | was pleased to reach the settlenent
agreenent back in 2012 that allowed that project to nove forward
for devel opnent and allowed the AKLNG Project. Since that tine,
they had been noving quickly to get the initial production
system running. It is scheduled to start up either late this
year or early next year, well before their commtnent in the
settl enent.

As the largest working partner at Prudhoe Bay and the | argest

| ease holder of discovered natural in Al aska, ExxonMbil has
serious conmtments to the AKLNG Project. ExxonMbil has been
involved with all past gas comercialization efforts and is

excited by the prom se of AKLNG and is working diligently toward
the next major mlestone. Today he would review their progress
and remai ni ng key chal | enges.

4:10: 26 PM
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DARREN  MEZNARI CH, Pr oj ect | ntegration Manager of AKLNG
ConocoPhi | I'i ps, Anchorage, Alaska, said he had been with the
conpany for 25 years. He said ConocoPhillips is working hard
with the adm nistration and the other parties on technical work
and the necessary commercial and fiscal agreenments and are ready
to nove to the next phase. He said ConocoPhillips testified in
February that the nost inportant comrercial agreenent throughout
is the gas supply agreement. It is foundational for a project of
this scale and size. It's the basis for determning the rate and
the volunme of gas between Prudhoe Bay and Point Thonmson and what
happens if volumes are not supplied. This agreenment is key for
ConocoPhillips in a special session. It is crucial to agree on
t hem now so the project has a solid comrercial foundation, which
the legislature can consider additional fiscal and project
enabling legislation on. He is encouraged by the state's support
of the project and the governor's accessibility and engagenent.
The governor's team Dbrings inportant LNG expertise and
experience to the project.

VI NCENT LEE, Director, WMjor Projects Devel opnent, TransCanada,
testified but due to technical difficulties it wasn't clear
enough to sunmari ze.

4:14.: 20 PM

DAN FAUSKE, President, Alaska Gas Devel opnent Corporation
(AGDC), Anchorage, Alaska, said it continues to be a pleasure
working with state agencies on AKLNG team He said they continue
to do work on the Al aska Stand Alone Project (ASAP), but it's
all geotechnical or environmental work that benefits the other
proj ect .

4:15:56 PM

SENATOR STOLTZE said he tries to understand the dynam cs between
the two groups and asked if there is a schism between their
phi | osophi es.

MR MMMHON answered that he would show slides about how
integrated they are.

4:16:59 PM

MR. McMAHON went to slide 2 that introduced the term "sponsor
group" that has all seven parties that have an interest in AKLNG
Pr oj ect : the Departnment of Natural Resources (DNR), the
Department of Revenue (DOR) from the governor's office; AGDC as
the state's representative making the investnents in the pre-
FEED stage of the project, TransCanada; and ExxonMbil, BP and
ConocoPhillips who hold the rights for the natural gas in
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Prudhoe Bay. All are concerned with progressing the project. In
addition to what M. Butt talked about, the project team is
interested in the ongoing commercial and fiscal work.

FERC and NEPA applicants are the sane group of folks; the
admnistration is not a formal applicant but it has very heavy
consultation involvenent, because FERC is very interested in
where the State of Alaska stands on these applications. The
critical issue is the EIS that will allow the project to turn
earth and start construction.

The third box on the slide indicated the five joint interest
parties that signed the agreenent governing pre-FEED activities.
The DOE export license work was all done under the nane of the
AKLNG Project, LLC. The terns of that agreenment allow for the
addition of parties. So they anticipate that the state woul d put
a representative into the LLC with sone kind of connection wth
the state royalty in kind el ection.

MR MIMAHON said slide 3 summarizes the 7 parties having
interest in pre-FEED, and highlights activities and deliverables
with a target conpletion by year end. He used the chart to
rem nd people of what is inside and outside the project.

4:24: 27 PM

MR. McMAHON said slide 3 showed everything M. Butt said on one
page. It showed the seven parties that have a vested interest in
moving this project forward and good progress is being nade
towards conpleting the pre-FEED deliverables. One of the key
things was passing the bill that grants right-of-ways through
state parks. M. Butt has been targeting conpletion of this work
by year-end, so owner reviews can happen after that.

The circle on slide 4 remnds folks of what is in the project
and what is outside the project. Everything in the circle is
officially part of AKLNG the two transm ssion lines to connect
two fields into the gas treatnment plant (GIP), the GIP gets gas
to a quality so that it can be turned into a liquid, the
pi peline that goes across the state and the LNG plant, storage
and | oading in Nikiski.

Prudhoe Bay and Point Thonson are outside the box but central to
the project, and the owners of those two units are working
closely to get natural gas flow ng. Another box outside the
circle represented in-state gas supply, a priority for the
project. So, they will work with the adm nistration and AGDC to
find out where those offtakes will be. The sponsors have a w de
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span of interests in activities beyond just the project teamin:
gas production, commercial, fiscal, regulatory, external affairs
and governnent relations. Wrk in each of those areas will need
to be conpleted in sync with all the other paths. The sponsors
don't discuss individual efforts to nonetize the gas.

For gas production the main thing to update is first in the
Point Thonmpson Unit (PTU) area where 75-80 percent of the
initial production systemis going to be able to be reused for
gas expansion. Mre reservoir data can be collected as the field
gets up and running. As that noves forward, it wll provide a
good oil and gas expansi on foundati on.

The Alaska G| and Gas Conservation Conm ssion (AOGCC) has been
having regular interactions the Point Thonson owners about the
gas offtakes and hope to be in a position next nonth to begin
the formal application for them At the same tine, the Prudhoe
Bay owners are actively working on getting ready for gas sales
and have had successful technical workshops with AOCGCC and w |
be submtting a formal request soon.

He presented a gas production visual that charted upstream
wor ki ng interests, producer share and working interests,
producer and state shares after royalty and after royalty and
production tax divided up by PBU and PTU. The ultimate split of
the two different fields is subject to the gas supply and the
regul atory authorizations. He explained that if the State of
Al aska (SOA) would take royalty in kind it would receive about
13 percent of the natural gas comng out of the project and
producers/partners would take |less. Under the SB 138 construct,
if the state takes RIK and tax as gas (TAG the state would then
control around 25 percent of the gas and the producer shares
woul d shri nk.

4:28:48 PM
SENATOR M CCl CHE asked how he assunmed 13 percent of royalty in
kind and 25 percent with RIK and TAG

MR. McMAHON explained that the royalty percentages are defined
in their |ease agreenents and the increase for tax as gas is
based on SB 138 that set 13 percent as the production tax for
natural gas for this project.

4:29:45 PM
CHAIR G ESSEL said they know that as a state there are things
the partners are waiting for like the R K and TAG

determ nations. But he is working on a gas bal ancing agreenent
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now anongst the parties and asked if the state is part of the
di scussi on and how that is progressing.

MR. MMAHON answered that they are progressing and he has a
chart com ng up about it.

4:30: 33 PM

REPRESENTATI VE SEATON said the Point Thonson distribution was
based on the anmount of investnent each conpany has in that field
and asked if the state has additional investnent through any
creditor being paid for work on the PTU and if that would be
reflected in royalty or the production tax.

MR. McMAHON answered that the participation at Point Thonson is
governed by their |ease agreenents. So, ExxonMobil pays about 62
percent of the costs, BP pays about 32 percent of the costs, and
ConocoPhi Il i ps pays about 5 percent of the costs; there is no
state participation in Point Thonson. The state participation
the chart tal ks about focuses on the AKLNG Project.

REPRESENTATI VE SEATON asked if tax credits were taken for the
devel opment of the Point Thomson Unit if the tax credits were
consi dered as an investnent by the state.

4:33:49 PM

MR. MCMAHON answered that Point Thonson has | ease expenditures
that do qualify for tax credits under SB 21, but he didn't have
that information with him

4:34: 05 PM

He said once lease nodifications under SB 138 are drafted,
applications will be submtted to DNR They address royalty-in-
kind (RIK) and royalty-in-value (RIV) switching and Iimt it to
a particular period in time. R ght now the State of Al aska has
the right to switch back and forth, but that would be
inconsistent with this project having stability over a period of
time. Also, Point Thonson has a sliding scale royalty (SSR) as
well as net profit sharing (NPS) |eases. SB 138 envisioned that
it be Point Thomson owners unless DNR can cone to terns that
those variable |eases can be converted into a fixed percentage
to increase the state's gas share of participation in the
proj ect .

SENATOR COGHI LL asked what tinmefrane he was tal king about.

MR. MCMAHON s answer was i ndi scerni bl e.
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MR  MCMAHON said a large anobunt of work was going into
devel oping the comercial basins for the venture and the
foundati on agreenents need to be sufficiently conpleted before
fiscal action can be taken by the legislature over noving into
FEED.

The first area they are working on is the governor's long term
venture including how the facilities would be expanded. Just
i ke a negotiated agreenent governed their pre-FEED activities,
they are in the process of negotiating an agreenent that would
govern FEED, engineering, procurenent and construction as well
as long term operations. They are al so devel opi ng agreenents on
how gas wll be supplied to the project, of particular
i nportance to the state because under the construct if the state
takes RIK and producers elect TAG then the state will need to
know how they will lift that 25 percent of gas out of the fields
into the project. Also, since gas wll be comng from two
different fields, those comrercial agreenents wll govern how
those fields produce it.

A third area of inportance is to understand how people can take
gas off the project to supply to Al askans as well as lifting the
LNG from the |oading docks onto ships. They are also working
nostly with the State Gas Team on agreenents around in-state gas
and other agreenents until they get to the point of justifying
| egi sl ative action on fiscals.

4:39: 33 PM

A Long Term Firm Transportation Services Agreenent (FTSA)
between the state and TransCanada needs to be worked out.
Depending on who the parties are, sone of the agreenents wll
require legislative review

CHAIR G ESSEL said she felt that the tineline for a special
session on these issues was getting tight, around the end of
Cctober. There is also a 90 day public notice for their review
She asked how he felt about that.

MR, MMAHON responded from ExxonMobil's perspective they are
maki ng good progress. The way you get to agreenents is to start
with ternms. It is a daunting task, but they are nmaking progress.

MR. VAN TUYL agreed that it is daunting, but BP is encouraged

t hat separate independent teans working are on different aspects
of the project.
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MR. MEZNARI CH said they had hoped to be further along, but the
work is chall enging.

4:43: 32 PM

MR. LEE said that TransCanada was not at liberty to discuss
details, but could say that the admnistration had informally
approached TransCanada about taking steps to termnate its
relationship with the State of Al aska

CHAIR G ESSEL said she appreciated his conmments. The governor
had indicated his desire to go it alone on the pipeline and the
| egi sl ative consultants had outlined what that cash call would
entail.

REPRESENTATI VE HERRON noted that earlier M. Lee had stated that
a termnation notice had not been received by TransCanada and
asked if the governor had asked for any information about a
term nati on process.

MR. LEE's said that this question was better directed to the
adm nistration, but that the choice was entirely within the
purvi ew of the State of Al aska.

REPRESENTATI VE HERRON asked if this is a good time for the
governor to negotiate this.

MR. LEE's answer was i ndi scerni bl e.

4:48: 38 PM

CHAIR GESSEL remnded folks that termnation criteria was
spelled out in Appendix C on pages 8 and 9 of the nenorandum of
understanding (MOU) with a deadline for entering into the FTSA
of Septenmber 31, 2015. If the state decides to go it alone and
not enter that FTSA, it wuld owe TransCanada the amount of
investnment they have made up to this point plus 7.1 percent
interest, which the governor's office has estimated to be $108
mllion.

SENATOR STOLTZE asked if the legislature was supposed to focus
on fiscal terms or legislation on the right-of-ways this year.

MR. McMAHON answered that the first issue would be |egislation
on flowrelated property tax and paynents during construction;
next would be a review and ratification of any fiscal contract
agreed to by the partners and the state of Al aska; finally, many
of the commercial agreenents require legislative review and
approval .
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4:51:18 PM
MR. FAUSKE said the gas bal ancing agreenent is also key, because
without it there is no project.

4:52:19 PM
MR. MEZNARI CH added that gas supply and the fiscal terns, things
laid out in the Heads of Agreenent (HOA) roadmap, are al so key.

MR. VAN TUYL commented that a royalty-in-kind election was under
the purview of the admnistration. That wunderpins the basic
structure of the gasline and enables the alignnent everyone has
been tal ki ng about .

CHAIR G ESSEL remarked that the legislature will not have any
review of the RIK issue; it will be under the DNR conm ssioner's
revi ew

SENATOR M CCICHE asked if he thought the admnistration was
creating obstacles to an acceptable tineline or inproving
rel ati onships. Does the admnistration have the potential to
derail this very inportant project or wll inprovenents keep
everyone on schedule this year?

MR. VAN TUYL replied that BP is using the roadmap in SB 138 and
a key thing that wunderpins that is conmercial alignnment. The
adm nistration is absolutely interested in this project and BP' s
preference is to continue maturing the relationships addressed
in SB 138.

4:57:19 PM

MR. MEZNARICH recognized that the admnistration has good
constructive proposals and brings a sense of urgency to the
proj ect .

4:57:56 PM

MR McMAHON said this is all about putting together predictable
and durable fiscal ternms for a project that is of unprecedented
scale. It is inportant to LNG buyers, |enders and investors and
the admi nistration recognizes this. They are in a dialogue with
the admnistration about the nechanism for financing and
property taxes.

SENATOR STOLTZE asked if he had |ooked at the possibility of
needi ng a constitutional anmendnent for the fiscal terns.
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MR. VAN TUYL answered that he is not an attorney and that BP is
sufficiently confident about fiscal stability to have spent
hundreds of mllions on the project.

5:02:21 PM

MR FAUSKE said he isn't an attorney either, but a
constituti onal amendnment would be another benchmark that
requires a general election, which noves the project out another
year. He wasn't sure if it would be required or not. They nust
keep in mnd to not be too cautious because the narket could
just leave them"sitting in the wake."

SENATOR COGHILL's asked what was different about a standard
royalty contract and the election of the state in a contract to
take its royalty in gas. Had the parties thought that through?

MR. MMAHON s answer they have thought that through, and that
the terns of the | ease agreenent, and the added protection of SB
138, there was sufficient grounds to contract that. That was
also why limting the ability of the state of Alaska to swtch
between royalty-in-kind (RIK) and royalty-in-value (RIV) |eases
is so inportant to the project.

SENATOR COCHILL asked if the state had ever unilaterally gone in
and changed royalty agreenents.

MR. McMAHON answered not to his know edge.
SENATOR COCGHI LL' s next question was indiscernible.

CHAIR G ESSEL said that was a good point and invited M. Fauske
to answer the question on conpetition.

MR FAUSKE said he would | et AGC council answer that.

5:07: 53 PM

KEN VASSAR, Council, Alaska Gasline Developnent Corporation
(AGDC), explained that the constitutional question is if one
| egi sl ature can bind subsequent |egislatures in terns of taxes.
Taxes are in a different situation than royalties and he thought
a constitutional anendnent would be needed. The state receives
royalties, but that is not considered taxes.

SENATOR MACKI NNON asked how long a constitutional vote would
del ay the project.

5:10: 15 PM
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MR. McMAHON answered that would need to be talked through with
the adm nistration and the first time a vote could happen is in
the next general election in 2016. A critical path for this
project is continuing the work with FERC. As long as work on
that continues, the startup date won't be inpact ed.

MR. MEZNARI CH commented that the constitutional issue would not
get in the way of the tineline.

5:15: 52 PM

SENATOR COGHILL said he thought the original plan was for the
state to take its gas to nmarket and asked how that affects the
t ax.

MR MMAHON said that is still the plan (state taking R K and
producers paying their TAG. SB 138 contained the obligation for
each producer to make a proposal to the State of Alaska to
ei ther purchase or market its share of the state's gas.

5:17:34 PM

SENATOR COGHI LL asked if there would still be a constitutional
guestion if the state chose to continue on with the HOA with gas
that is marketed and get the value for it when whoever buys it
pays for it.

MR. McMAHON said the constitutional challenge is that there are
other taxes out there like property tax and can the state
provi de certainty on those.

SENATOR M CCI CHE said that Al askans are averse to changing their
constitution, but have al so been unpredictable in changing their
tax regime. Have the conpanies planned the two scenarios: one if
t he constitutional vote fails, the other if it is successful?

MR. MMAHON answered that one of the challenges of having a
public vote on a constitutional amendment is if the people give
a solid answer. It's difficult to imagi ne them sayi ng no.

MR. VAN TUYL renarked that that was a hypothetical question and
answer. O fering it in the abstract mght be difficult for
voters to get their mnd around. The rest of his answer was
[i ndi scernible].

MR. FAUSKE suggested not raising taxes during the tinme of |oan
payback if the length of payback is shortened, because you can't
guarantee an investor a timefrane that nmeets wth their
i nvest nent paraneters.
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5:24:02 PM

SENATOR STOLTZE remarked that the |egislature decoupled oil and
gas two years earlier. Now there is talk about fiscal certainty
on the topic of gas taxes. But what would happen if there was a
nove to revisit oil taxes?

MR. McMAHON said he touched on one of the two key paraneters
that will have to be agreed to in any fiscal contract. The first
is to think of is howlong the ternms will be predictable and the
other is the breadth of predictability (what taxes are cut). H's
answer to either one is that it depends on the entire
[indiscernible]. Having protection on the gas business by having
the oil business exposed would have to be factored into whatever
the gas ternms are.

5:26:16 PM

MR. McMAHON continued with his update. He said the DOE export
aut hori zations have been received and good progress has been
made on the NEPA pre-file. Their strategy is to submt two
drafts to the FERC before doing the final subm ssion. The first
draft went in on February of this year and the second draft wll
go in February 2016. One of the key things that w Il support
that is public comrent. Last year they hosted about 60 public
comment events and they have nore than 60 planned for this fall.
It is critical to nmaintain the FERC docket so that the export
license remains valid, and it's critical to push on through the
NEPA pre-file process to get the EIS permit that allows themto
turn dirt.

Finally, the External Affairs and Governnent Relations Team is
all about the public inmage of this project, which cannot proceed
wi thout broad public support. They are busy facilitating
meani ngf ul communi ty engagenent.

5:29:13 PM

G ven the magnitude of the legislative ratification step, it's
essential that participants are aligned and tinme be taken to
conplete all the deliverables needed for a FEED deci si on.

MR. MCMAHON said the remaining challenges are: establishing the
role of the state as project participant in terns of |ease
nodi fications and RIK election, tinely conpletion of fiscal and
key commerci al contracts, legislation for property taxes
including a flowrelated property tax mechanism after startup
and inpact paynents during construction and legislation to
provi de durabl e predictable fiscal terns.
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REPRESENTATI VE TARR asked if he could comment on a letter from
the governor's office saying they identified a |lack of urgency
in resolving sonme of the issues |isted.

MR. VAN TUYL replied they had signed a confidentiality agreenent
with seven parties that requires them to Kkeep «certain
i nformati on confidential.

MR. MEZNARI CH said a nunber of different work streans are noving
forward in parallel and that progress is being mde on each
front.

5:35: 50 PM

REPRESENTATI VE JOSEPHSON went back to the tax issue and the
proposed constitutional amendnent. Sone people would ask why the
state would relinquish this sovereign authority, but others
could be educated that this is a different kind of contract, a
| ong term supply contract.

MR MMAHON said if the constitutional anmendnment approach is
chosen, it would be critical to have the contracts effective by
a successful vote of the people. The people would need to see
progress before the vote.

State Gas Team Updat e

5:40: 34 PM
CHAI R G ESSEL announced the State Gas Team updat e.

AUDI E SETTERS, GCeneral Manager, State Gas Team Departnent of
Nat ural Resources (DNR), provided his background which was
working for Chevron, nostly overseas. H's experience was all
along the value chain. He was indirectly involved in devel oping
Chevron's LNG business when it nmerged with Texaco. They enbarked
on a strategy to build three big gas projects, two in Australia
and one in Angola. It was a successful strategy.

MR. SETTERS said he was hired by the Parnell Admnistration in
Septenber to help on the LNG narketing. The State's Gas Team is
organi zed under the Ofice of the Governor and consists of: the
Departnent of Revenue, Departnent of Natural Resources, hinself
as general manager, the Departnent of Law and the AGDC

CHAIR G ESSEL said the chart had only his name and no other
names for the other headings.
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5:48: 02 PM

MR. SETTERS said everyone in the organization is still there
but they are going through a transition that wll bring
organi zati ons together into one team

CHAIR G ESSEL asked how many people are still there and what
rol es they have.

MR. SETTERS said Marty Rutherford is still there, but the
Governor thought someone with nore global experience would be
better, and Ms. Rutherford is supportive of that. He said the
State of Alaska's stakeholders are many; there are potential
| enders, the legislature and Al askans.

He said that comng to a new organization he felt it was
inmportant to define what success |looks like. It's "One Teant
that has <clearly defined roles and responsibilities, IS
streanlined and enpowers negotiating teanms with clear authority
to negotiate the suite of agreenents that are needed and obtain
st akehol der agreenent to enter FEED in 2016. The organization
wi |l encourage the training and devel opnent of Al askan residents
for jobs related to the AKLNG Project. His role in this project
is not necessarily to fish but to help teach the state how to
fish. He made that clear to the Parnell Admnistration and to
Gover nor Wl ker who supports hi m whol eheartedly.

5:52:41 PM

CHAIR G ESSEL said she wanted to know who the people on the Team
are and asked him how much noney was being spent on the State
Gas Team

MR. SETTERS agreed to get that information.

5:54:15 PM

MR. SETTERS said the inmediate priorities are:

-Al'i gn stakehol ders;

-Consolidate and integrate the various project stakehol ders
i nvolved in negotiations and the deci sion process;

-Establish processes to ensure state negotiating teans are arned
with a clear authority to negoti ate;

-Negotiate the suite of agreenments required to support a
| egislative special session in the fall of 2015, which wll
enabl e a FEED decision in 2016;

-Devel op commercial agreenents and economc analysis that wll
inform the RIK vs. RIV determination by the DNR comm ssioner
(Marty Rutherford's team is helping make the R K vs. RV
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determ nation and comercial agreenents need to be devel oped to
define how risks are mtigated under the RI K decision)

-Build the LNG marketing organization required to pronote market
awar eness around AKLNG and support its marketing requirenents.
Uni quely, the state has very strong partners who have a |ong
history in the state in the LNG business and who are |oyal and
want to expand their relationship with the state.

5:56:17 PM
REPRESENTATI VE HERRON asked what his biggest surprise and
bi ggest di sappoi ntnent were after his first day on the job.

MR. SETTERS replied that his biggest surprise was how strong the
brand was and how the market reacted to AKLNG After neetings
|ast year, he was amazed at how excited the narket was.
Initially, he was a little bit frustrated by the progress of the
proj ect .

CHAIR G ESSEL said he indicated a dilemma in the choice between
RIK and RV and remarked that the state won't need a marketing
organi zation if it takes its royalty in kind.

MR. SETTERS replied that they are planning for success. SB 138
describes the base case as RIK, but they need to build a case
for RIK and that neans understanding how this project would be
received in the market. One thing the state doesn't want to do
is waste people's time if it doesn't have anything to sell. He
wants to be able to provide the legislature sone kind of
assessment on how the market perceives the project in the fall
speci al sessi on.

6:01: 06 PM
CHAI R G ESSEL tal ked about her reading of the statute.

SENATOR M CCI CHE's asked how the state was taking advantage of
the joint venture structure of the project.

MR. SETTERS said there were nany opportunities for Alaskans to
take advantage of marketing the gas, whether it was equity
marketing or joint venture marketing. There is flexibility, but
a joint venture marketing position allows the state to conbine
the marketability of that gas.

SENATOR M CCI CHE opined that the state has an obligation to the
peopl e of the state to market its gas as best as possible.
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SENATOR W ELECHOWSKI's question and M. Setters' foll ow up:
[indiscernible]. M. Setters nentioned that the intent of the
governor's letter was well received by the producers and hel ped
some of the alignment and the senses of urgency.

6: 08: 02 PM
SENATOR STOLTZE asked the role of the Permanent Fund in
financing this project.

MR. SETTERS answered that it is his second week on the job, but
he didn't wunderstand how it could be used. [Di scussion was
i ndi scernible.]

6:10: 18 PM

RANDALL HOFFBECK, Conmi ssioner, Departnent of Revenue (DOR),
Anchorage, Al aska, answered the Permanent Fund question by
saying its use was being determned. State savings would have to
be used as part of its investnent. There have been discussions
around whether this should be a good investnent for a percentage
of the Permanent Fund.

SENATOR STOLTZE asked if he was envisioning going through the
portfolio as a trustee's presentation or through the |egislative
process.

MR. HOFFBECK answered that it could occur either way. I|nvesting
early woul d probably be a |egislative decision.

SENATOR STOLTZE [indiscernible] question about funding the
proj ect .

MR SETTERS said TransCanada's share is $108 million for
rei nbursabl e pre-FEED costs. One thing is sure; they don't want
to inpact the quality of the work that is comng out of the
AKLNG Team They also want to keep up a good |ong-term working
relationship wth TransCanada, because it 1is an excellent

conpany.

CHAIR G ESSEL said the $108 nmillion is only the imediate
nunber, all the consultants have indicated the risks of ongoing
cash call s.

MR. SETTERS answered that she was right and the state woul d have
to carry its 25 percent working interest through FEED and
ultimately through the project. Terns are associated with it;
so, it's not just spending nore noney. It also |eads to higher
revenues.
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6: 18: 42 PM

DONA KEPPERS, Deputy Conm ssioner, Departnent of Revenue (DOR),
Anchorage, Al aska, said she works with Audie Setters as part of
the State Gas Team she is the bridge between the gas team from
the previous admnistration to this one. She becane deputy
comm ssioner with the adm nistration change. She provided nore
background, but it was indiscernible.

6: 20: 51 PM

RANDALL HOFFBECK, Commi ssioner, Departnent of Revenue (DOR),
said he came up with a sinplified formula for evaluating the
AKLNG Project that is robust and predictable. [Sone of his
testinony was indiscernible, but can be found on slide 11 of his
presentation.] The property tax issue was di scussed.

6:27: 20 PM
SENATOR STOLTZE nentioned the constitutional anendnent and
decoupl i ng i ssues.

COWM SSI ONER HOFFBECK replied that he was not involved in the
witing of that and couldn't comment.

6:28: 19 PM

MR. SETTERS said he has a |egal background on this issue and
what they are trying to do is create an incentive to build a gas
project. [Discussion indiscernible.]

SENATOR MACKI NNON asked if they were considering a version of
the property tax agreenent, maybe around Novenber

COWMM SSI ONER HOFFBECK answer ed yes.

6: 32: 06 PM
SENATOR STOLTZE asked what Ri gdon Boykin's role is.

MR. SETTERS answered that he is responsible for the 45-day
revi ew, making sure that opportunities for progress are
identified and creative solutions are found. He is also
identifying any issues that nay create a problem for the project
down the road. The 45-days was supposed to start at the end of
the regular session, but it was delayed a little bit and is
about half way done. A full report will be nade available to the
| egi sl ature.

SENATOR STOLTZE asked what M. Boykin's background is.
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MR. SETTERS replied that he had a chance to work with him for
about a nmonth and found himto be extrenely creative individual
who is also an attorney. He has had 20 years of direct
experience wth projects in Aaska and in putting very
conplicated deals together. He is a very positive force in terns
of getting people to think outside the box and in breaking the
logjans in the negotiations. He was involved in the Port
Aut hority, for one thing.

6: 34: 38 PM
CHAIR G ESSEL asked about Radoslov Shipkoff's role in the
proj ect .

MR. SETTERS said he is with Geengate, LLC, based in Wshi ngton,
D.C., whose specialty is in project financing. Being able to
| ook at the project through the eyes of lenders is very hel pful
in helping understand the pitfalls. M. Shi pkof f woul d
facilitate tinmely review of the project.

CHAIR G ESSEL said it sounds |like this is another person from
out of state.

MR. SETTERS answered yes, but Radoslov has probably |ooked at
every LNG project in the world. He brings a fresh set of eyes
and an understanding of what it takes to get these projects

goi ng.

CHAIR G ESSEL said you can't argue with having sonmeone with the
state who has experience and experti se.

REPRESENTATI VE SEATON said he wanted to make sure that they | ook
at Legislative Budget and Audit Commttee's (LB&A) consultant
Rick Harper's paper that analyzed the HOA and all of the fiscal
proposals so that those questions could brought forward and
answered in the anal ysis.

REPRESENTATI VE JOSEPHSON s question and M. Setters' answer was
i ndi scerni bl e.

6: 38: 07 PM

REPRESENTATI VE HERRON asked if he is aware that M. Shipkoff had
wor ked at the old Port Authority.

MR. SETTERS answer ed no.

REPRESENTATI VE HERRON asked him to pass on this question to the
governor and asked if it is possible that |eadership in both
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houses, the co-chairs of the Finance and Resources Commttees
could get a prelimnary review of the 45-day report before it
goes fi nal

MR. SETTERS said he woul d pass that on

AKLNG Update on I npacts to the Kenai Peninsul a Borough

6:40: 18 PM
CHAIR G ESSEL invited Larry Persily to give an update on the
i npacts of the AKLNG Project to the Kenai Peninsul a Borough.

6: 40: 26 PM

LARRY PERSILY, QI and Gas Advisor, Kenai Peninsula Borough,
said he had worked on this project for 15 years as a state
official, as a federal official, and now as a nunicipa
official. he expected half the value of this project would be in
t he Kenai Peninsula Borough boundaries and would consist of a
liquefaction plant, marine termnals, storage tanks, alnost 30
mles of pipe on the bottom of Cook Inlet and nore mles on the
west and east sides of Cook Inlet.

Five main issues the Kenai Peninsula Borough is working on

1. The FERC EIS process is the appropriate avenue for the
borough or other nunicipalities to address the socio economc
issues. FERC in issuing an order for an LNG plant can include
mtigation neasures.

2. The potential relocation of Kenai Spur H ghway for safety and
security reasons to go around the pipe site would be the nost
i mredi ate change in the community

3. Fiscal uncertainty can be harnful for a project like this and
they are trying their best working with AKLNG to answer
guestions and keeping the public theminforned

4. Ensure receipt of fair value for borough |and

5. Wrk with the state and nunicipalities to achieve adequate
i mpact aid during construction and paynment in |lieu of property
taxes after start-up.

6:43: 50 PM

MR. PERSILY said the next round of draft reports for the
Environnental Inpact Statenent will fill in nore details on not
just the baseline - how nmuch traffic is on the road - but how
much traffic wll be on the road during and after this
construction and some possible mtigation neasures. This is a
maj or concern particul arly in the Ni ki ski / Kenai / Sol dot na

corridor where it's very busy or is only one road and a couple
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of lanes sonetines. The Kenai airport and energency services
wi |l have to be expanded.

He said the project is undertaking a |abor supply and demand
study and a logistics study - what ports and what potential
points to bring in materials and workers. There is a potential
site for the Kenai Spur H ghway relocation as it wouldn't be
good for the highway to go through a work zone.

He said local residents' concerns are what one would expect for
a project of this size. But people want answers to specifics

that just don't exist yet, |like where the work canp will be and
wor k hours, how many people will be there and how will they get
from the work canp to the job site. Mre information on that
will conme later. Noise and traffic, property values - sone
people are in the area and w shed they had been bought out;
others are happy with being there - are all issues.

MR. PERSILY said that increased pressure on sport fishing in the
Kenai is also a big concern. Enployers are worried that wage
inflation will make it hard to hold onto workers.

The better job the project does of getting accurate information
out there and the better job nunicipalities and |[ocal
governnments do in the process will help gain public acceptance
and avoid or |lessen surprises and conflicts |ater on.

MR. PERSILY said they are reaching out to AKLNG to ensure that
what ever property is needed fromthe borough is transferred in a
timely fashion so it doesn't delay the project.

He said the borough is also |looking at future growth
opportunities after the project is operating, meking sure there
are lands available for housing or economc opportunity in the
ar ea.

MR. PERSILY explained that there are two pieces to the property
tax issue: the inmpact aid during construction naking the
muni cipalities whole and then comng up with a formula for a
paynent in lieu of property taxes (PILT) during operation. They
have been asked to cone up with some estimates for the inpact
aid during construction - from airport accommuodations, highways,
police, fire, enmergency services, social services - but it's a
little hard because they don't have all the data - how many
wor kers and work canps, non-resident, residents - yet. But they
will conme up with sonmething that will probably be on the high
si de, because it is not precise.
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He said the borough understands that inpact aid is intended to
make the nunicipalities whole; it is not a profit center or
wi ndfall. The big questions are not only how rmuch will go into
the account but how it wll conme back out. A grant process has
been talked about in the advisory group. Wwo wll nmake the
decisions? Wuat if the DCCED nekes a decision the borough
doesn't like? Can it be appealed? WII the noney be spent and
then be reinbursed or can it be requested in advance of
spendi ng?

In terns of paynment in lieu of tax (PILT) during operation, M.
Persily said that a volume-driven formul a makes sense rather
than battling for 30 years as happened on the Trans Al aska oil
pi peline (TAPS). To conme up with the value of a 40 foot section
of steel pipe coated with concrete sitting at the bottom or Cook
Inlet you would |look for three conps but where would they cone
fron? And a forrmula would give sone certainty to the project
developers. If .20 mls is used for the entire project, that
woul d equate to close to $1/per thousand cubic feet. Looking at
econonmics, that's a pretty heavy burden. The LNG plant alone
woul d nore than triple the total assessed value in the borough.
Kind of like during inpact aid, you look at that and say well
t he borough probably doesn't need three tinmes as nuch noney as
in the past, but what does it need and what is fair? What can
the project afford in a conpetitive environment? Once the
formula is set, how it gets shared between the different
muni ci palities - the North Slope Borough, Fairbanks, Denali,
Mat - Su, Anchorage and Kenai - wll be another chall enge,
al though it won't be the conpanies' problem

How the six nunicipalities debate the distribution of PILT wll
be another issue. WII there be one PILT for the gas treatnent
plant that is entirely in the North Sl ope Borough, one PILT
formula for the LNG plant which is entirely in the Kenai
Borough, and a separate one for the pipeline that could be
cal cul ated by m | eage?

CHAI R G ESSEL thanked M. Persily.
6: 56: 39 PM
ADJ OURNVENT

CHAI R G ESSEL adjourned the Senate Resources Committee neeting
at 6:57 p.m
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