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CO CHAIR BENJAM N NAGEAK called the House Resources Standing

Commttee neeting to order at 8:01 a.m Represent ati ves
Johnson, Seaton, Josephson, Tarr, Herron, Talerico, and Nageak
were present at the call to order. Representative Hawker

arrived as the neeting was in progress.

Overvi ew. Al aska Gasline Devel opnent Corporation

8:02: 28 AM

CO CHAI R NAGEAK announced that the only order of business would
be the continuation of an overview from the Al aska Gasline
Devel opnent Corporation initially presented at the hearing on
10/ 29/ 15.

8:04: 38 AM

JOE DUBLER, Vice President Commercial Operations, Al aska Gasline
Devel opnent Cor por ati on (AGDQO) , Depar t ment of Conmer ce,
Community & Economc  Devel opnent ( DCCED) , continued the
presentation by AGDC on the Iliquefied natural gas project
(Al aska LNG . He displayed slide 19, entitled, "AGC Special
Sessi on Appropriations,” whi ch was a summary of t he

appropriations requested by AGC during the [Third Special
Session of the Twenty-Ninth Alaska State Legislature], and
informed the conmittee the capital appropriation totals $144.045
mllion, which is conposed of $68.445 nillion to reinburse
TransCanada for its costs to date on the Al aska LNG project and
to buy out its midstreaminterest, and $75.6 nillion to fund the
state's full 25 percent share of the remaining pre-front-end
engi neering and design (pre-FEED) phase of the project. An
addi tional conmponent of the request is receipt authority to
allow AGDC to be reinbursed for geotechnical, geophysical, and
regulatory work that it has performed for the Alaska LNG
proj ect . Rei mbur senents range from 80 percent to 100 percent,
depending on the data acquired. M. Dubler explained that the
statutory designated-program receipt authority would allow AGDC
to return the reinbursenents to its Alaska LNG fund, and
continue its participation in the project. A further
description of the disposition of the appropriations request was
di splayed on slide 20, which showed the original request of
$106.8 mllion was increased by additional appropriations that
were required for AGXC to conplete the pre-FEED phase of the
project, such as scope changes, and aspects of the project that
will be done in pre-FEED that were not originally anticipated.
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8:07:52 AM

FRANK Rl CHARDS, PE, Vice President Engineering & Program
Managenent, AGDC, DCCED, said the pre-FEED scope will increase
by $182 mllion - fromthe original estimate - to $694 nmillion

of which the state's portion is approximately $173 mllion: $66

mllion for the liquefaction plant and $107 mllion for the gas
treatment plant (GIP) and the pipeline. This work wll advance
the pre-FEED portion of the project, and wll provi de
information and advanced-work activities that assist in the
"“environnmental process.” He said this is critical in order to

have the best information available and thus be aware of risks,
and to provide robust information for the environnmental i npact

statenent (EIS). M. R chards said the project is maturing
through the stage-gate process, and the aforenentioned changes
will nove sone activities from the front-end engineering and

design (FEED) stage of the project into the pre-FEED stage for
better design and deci sion-nmaking [slide 21].

8: 09: 38 AM

REPRESENTATI VE TARR expressed her understanding that the project
has stayed on budget during pre-FEED, with the exception of the
48-inch pipe scope study, and the pre-FEED period is being
ext ended beyond the second quarter of 2016, which was previously
the point at which the project was schedul ed to advance to FEED

MR. RI CHARDS said correct. He added that the work itens that
will be conpleted are shown on slide 22. The changes are
designed to prove the economcs, inprove the outcone of
environmental permtting, and provide better information for the
decision to nove to the FEED phase. The first scope change is
to design optimzation at the conponent l|evel to |ower costs,

and thereby inprove the project econom cs. Al so, additional
geotechnical and geohazard work at GIP and the |I|iquefaction
plants will reveal a better wunderstanding of the wunderlying
ground conditions. He advised that the increase in regulatory
and pre-bid work on FEED contracting helps to ensure the
environmental process is defensible, and also wll conplete
field work del ayed by weat her. Finally, this work is necessary

to bring 48-inch pipeline engineering and design up to the |evel
of that prepared for a 42-inch pipeline. M. R chards recalled
that House Bill 4 [passed in the Twenty-Eighth Alaska State
Legislature] tasked AGDC wth devel oping pipelines and other
mechani snms for delivering natural gas and other non-liquid
hydrocarbons to the state. In this regard, AGC has forecast
in-state natural gas demand, conpleted prelimnary cost
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estimates for gas off-take facilities, and sought to develop a
framework that wll assist the legislature in evaluating the
cost of in-state gas deliveries [slide 23].

8:14: 07 AM

CO CHAIR TALERI CO asked whether the locations of gas off-take
facilities have been identified.

MR. RICHARDS responded that a slide later in the presentation
will provide the actual cost of the off-take kits, and wll
address the interconnection points that wll allow for gas
deliveries in the state. He returned attention to slide 23, and
poi nted out the AGC board of directors authorized the formation
of a subsidiary capable of aggregating in-state gas denmand. The
subsidiary would act as a state aggregator for smal |
communities, in order to negotiate wth gas producers and wth
the Departnment of Natural Resources (DNR), rather than having
i ndi vidual small communities do so; in fact, producers would
likely prefer to work wth one aggregating conpany regarding
sal es agreenents.

MR. DUBLER added that the greatest advantage to having an
aggregator negotiate with the producers and DNR is to attain a
| arger volune delivery, thereby |owering costs. The advant age
to the producers is to avoid com ng under the regulation of the
Regul at ory Conmmi ssion of Al aska (RCA), as the project is already
regul ated under the Federal Energy Regul atory Conm ssion (FERC),
and there woul d be duplicate regulation.

8:17:32 AM
REPRESENTATI VE JOHNSON asked to delve into AGDC subsi di ari es.

MR. DUBLER said AGC has created two subsidiaries, one of which
is intended to act as an internediary between the smaller
utilities, producer parties, and DNR, and the second is an
asset-hol ding conpany created to hold the Al aska LNG assets that
are owned by AGDC. He explained that nobst corporations that
have different business ventures, separate the ventures into
separate subsidiaries, so that an inpact to one venture does not
affect the corporation.

REPRESENTATI VE ~ JOHNSON  questi oned whet her one of t he

subsidiaries can acquire new assets, such as buying gas at the
wel | head.
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MR. DUBLER said to his know edge, there is no intention to buy
gas at the well head, except for the aggregator to provide gas to
in-state communities.

REPRESENTATI VE  JOHNSON  poi nted out there are wthdrawal
agreenents in which AGDC is the only entity that can sign
contracts for gas for nore than two years.

MR. DUBLER advised that if the wthdrawal agreenents are
executed, AGDC nost certainly wuld be back before the
| egislature to request an appropriation, because the cost would
be very high. In further response to Representative Johnson, he
deferred to legal counsel regarding whether one of the AGDC
subsidiaries has the statutory authority to do so.

8:19:51 AM

KEN VASSER, Ceneral Counsel, AGDC, DCCED, inforned the conmttee
the legal authority is the same for AGDC and its subsidiaries.
He advised that as a literal reading of the statute, AGDC does
have the power to acquire natural gas, however, there is "room
for interpretation of statutes” and any sellers of a Ilarge
guantity of natural gas would want assurance that AGDC does have
that power before entering into a contract. For exanple, an
appropriation from the legislature for such a purchase woul d be
a clear indication that the legislature intended for AGDC to
have that power under the present |anguage of its statutes.

REPRESENTATI VE JOHNSON surm sed that AGDC coul d purchase gas.
MR. VASSER said, "Mst likely."

REPRESENTATI VE JOHNSON asked about any other plans or discussion
by AGC s [board of directors] regarding formng additional
subsi di ari es.

8:22:45 AM

JOHN BURNS, Chair, Board of Directors, AGDC, DCCED, answered no.
He explained that AGDC formed two subsidiaries, each with a
specific purpose, to advance the Al aska LNG project. At this
juncture, the board is not contenplating creating any other
subsi di ari es.

REPRESENTATI VE SEATON returned attention to the AGDC subsidiary

formed to hold the assets of the state in the Al aska LNG
project, and questioned whether said subsidiary would hold
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m dstream assets if the requested appropriation is approved. and
TransCanada's interest is term nated.

MR. DUBLER expressed his belief that AGDC s intention is to hold
the assets in sane subsidiary. He returned attention to the
presentation, noting that the commttee previously inquired how
AGDC determ nes in-state gas demand and supply. To do so, AGDC
anal yzed historical natural gas production and consunption,
identified existing and potential demand segnents, including
future use, developed a range of demand assunptions from |ow
case, md case used as the default, to high case, and identified
the nost likely scenarios through 2040 [slide 24]. Slide 25 was
a graphical depiction of the anticipated denmand and the
conponents thereof, which are mainly represented by the demand
of ENSTAR Natural Gas and the Southcentral power wutilities,
including Matanuska Electric Association, Chugach Electric
Associ ation, Anchorage Miunicipal Light & Power, and Honer
El ectric Association. Also shown was the demand by the
Fairbanks utilities, which greatly increases beginning in 2017.
Anot her possi ble demand would be created by the mnes along the
route of the pipeline. He explained that the black line on the
graph indicated the shortfall, which is the difference between
the demand for natural gas and the anount projected to be
produced in Cook Inlet. Beginning in 2020, the shortfall grows
to approximately 270 mllion standard cubic feet per day
(MVSCF/ D) by 2040, based on a daily average. Slide 26 was a
tabular chart that illustrated ENSTAR s existing base case
demand, and the projected base case demand of about 333 MVBCF/ D
in 2040. M. Dubler stated the reason for the projection to
2040 is to ensure there is sufficient capacity to provide energy
resources to Alaskans for the life of the project. The hi gh
case 2040 dermand of approximately 422 MVBCF/ D includes supplying
natural gas to mning and other industrial wusers, and the
exi sting demand which is projected to be 243 MVSCF/ D [slide 26].

8:28:52 AM

REPRESENTATI VE TARR returned attention to slide 25 and asked
whet her the storage category indicated on the graph represents
Cook Inlet storage capacity.

MR. DUBLER explained that an integrated LNG project seeks to
have the maxi mum anmount of storage so, in wnter, when the
demand is highest, the seasonal fluctuations are eased. Gas is
put into storage during summer when demand is lower, and is
drawn out in winter. The demand forecast assunes there will be
storage at Cook Inlet Natural Gas Storage Al aska (Cl NGSA) which
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injects gas into an enpty gas well in Kenai for storage. I n
fact, ACGDC anticipates an expanded storage system of this type
within the Alaska LNG project, and assunes that there wll be
storage in Fairbanks as well.

REPRESENTATI VE SEATON recalled that a new LNG plant with a
facility in the Mtanuska-Susitna valley has been announced, and
he asked whether the aforementioned demand proj ection
anticipates an additional export facility.

MR. DUBLER responded that AGDC did not include the proposed
project in the demand forecast as there were no definite plans.
On the graph [slide 25], the dark green section representing LNG
export demand is for the plant at Kenai currently operated by
ConocoPhi | l'i ps Al aska, Inc.

REPRESENTATI VE HAWKER asked for the source of the supply
esti mates shown by the graph on slide 25.

MR. DUBLER said the estimates were derived from public sources
and not from confidential information, and deferred to AGC
executives for further information.

8:33: 06 AM

FRI TZ KRUSEN, Vice President Alaska LNG AGDC, DCCED, answered
that the supply projections for Cook Inlet were obtained from a
DNR report that was rel eased to the public.

REPRESENTATI VE HAWKER requested the date of the report,
suggesting that the report may be an understatenent after the
recent announcenents of successes due to the Cook Inlet Recovery
Act [passed in the Twenty-Si xth Al aska State Legi sl ature].

MR. KRUSEN was unsure of the details of the DNR report; however,
he said the report did consider several other projects, and was
updated late | ast year or early this year. He deferred to DNR

MR. DUBLER offered to provide the report to the commttee.
REPRESENTATI VE JOSEPHSON returned attention to slide 26, and
asked whether the projected increase in Interior heating and
power utilities was a reflection of the expected increase in
cust oners.

MR. DUBLER answered that the projection was based on the Al aska
Energy Authority's (AEA), DCCED, plan to build-out the natura
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gas distribution systemin the nedium and high-density areas of
Fai rbanks. He returned to the presentation and advised that the
Al aska LNG project has the ability to provide Al askans along its

route with a reliable, long-term supply of natural gas. He
cautioned that a financial conmtnment is necessary as the costs
to do so are significant; in fact, it my not mnake economc

sense to run a spur line to benefit smaller conmunities that are
mles away fromthe pipeline. The spur line to Fairbanks is 33
mles, but the population of Fairbanks can support the cost.
O f-take plans involve engineering, comercial, financial, and
policy considerations such as the responsibility to pay for the

infrastructure that is needed to deliver natural gas to
comunities. Furthernmore, AGDC and DNR are developing a
framework to assist policymakers in evaluating the options for
the delivery of gas [slide 27]. Devel oping a franmework began

under the Alaska Stand Alone Pipeline (ASAP) project, which
identified the existing demand from the Fairbanks, Anchorage,
Mat anuska- Susi tna, Kenai, and Nikiski areas, all of which have
distribution infrastructure in place. O her comunities along
the route, Cantwell for exanple, would require a new |ocal
distribution system to deliver gas within the comunity, and
would require that AGDC build a skid and a two-mle spur
pi peline off of the main pipeline. Wrking with AEA, AGDC is
evaluating alternative neans of delivery - such as propane - to
communities that are unlikely to have direct access [slide 28].
Slide 29 illustrated a gas off-take system and M. Dubler
reviewed the Alaska LNG project's responsibility to build the
Prudhoe Bay Unit (PBU) and the Point Thonson Unit (PTU)
transmssion lines, the GIP, the main pipeline, and the LNG
facility. The non-project costs of an off-take system are the
off-take facility, which is required to depressurize, heat, and
odorize the gas for safety, and the lateral pipeline to the
local utility and custoners.

8:41: 30 AM

REPRESENTATI VE JOSEPHSON asked if Senate Bill 138 [passed in the
Twenty- Ei ghth Al aska State Legislature] provided an agreenent to
share the extra costs of the off-take facilities.

MR. DUBLER answer ed:

no, there has not been. The, the [Alaska LNG
project's responsibility ends at the flange that they
put in. W're debating whether ... the project would
put in the nmetering stations to determ ne how nuch gas
was taken off, or whether we put that netering station
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in ... but ... basically, at the flange, anything
downstream  of t he fl ange is, is not their
responsi bility.

REPRESENTATI VE JOSEPHSON surmised that the state would be
entirely responsible for the costs of the off-takes, spurs, and
t he buil d-out.

MR. DUBLER clarified that whether the state governnent is
responsible is a policy decision to be made by the governor and
the legislature. As an exanple, ENSTAR built its system and was
rei nbursed through tariffs charged to its custoners; however, he
opi ned that smaller communities would not have the ability to do

Sso. In further response to Representative Josephson, he said
cost estimtes for certain comunities wll be discussed in
slide 30.

CO CHAIR NAGEAK recalled discussion last year about off-take
points on the pipeline, and the possibility of shipping LNG to
coastal communities and to communities along the Yukon River by
barge. He asked about the ability to ship LNG by barge.

MR. DUBLER advised that, due to the cost of LNG facilities
building a second facility would not be cost-effective; he
suggested LNG from the N kiski facility could be |oaded onto
t ankers.

MR. KRUSEN clarified that the Alaska LNG project plant is
intended to process LNG for export use only; AGDC and others

will explore the possibility of LNG manufacture for in-state
use, but that would not be part of the main LNG plant at
Ni ki ski . He offered that sonme alternatives are propane,

conpressed natural gas, and LNG

MR. RI CHARDS added that under Senate Bill 138, AGDC and AEA, in
consultation wth DNR are charged with reviewng alternative
nmet hods to deliver hydrocarbons to conmunities within Al aska,
and this is being undertaken at this tine.

8:47:07 AM

CO CHAI R NAGEAK further asked whether liquefaction [facilities]
in Prudhoe Bay and in Fairbanks are still under discussion.

MR. DUBLER said the trucking option from the North Slope to

Fairbanks is still a possibility; furthernore, AGDC has a
statutory direction to explore all of the options once
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construction begins on the Alaska LNG project. In further
response to Co-Chair Nageak, he said currently there is no
i quefaction plant in Prudhoe Bay.

8:47: 58 AM

REPRESENTATI VE HAVKER returned attention to AGDC s subsidiari es.
He expressed his understanding of the legal format that vests a
subsidiary with the authority provided by the legislature in AS
31.25.120, and of AGC s stated intent, and the purpose and
powers outlined in its articles of incorporation. He asked
whet her the powers given to the subsidiary are so broad that
AGDC may be exposing itself to "mschief with the subsidiary.”
For exanple, the subsidiary is enpowered to acquire gas fromthe
North Slope for certain activities or for export. The limting
factor, as heard during previous testinony, is that the
| egi sl ature nust appropriate noney to enable the subsidiary to
do so; however, the statute reads as follows [in part]:

A subsidiary created under this section may borrow
noney and i ssue bonds as evidence of that borrow ng

REPRESENTATI VE HAWKER surm sed the foregoing |anguage would
all ow the subsidiary to buy massive anpunts of gas for export by
going to the capital market, wthout a general obligation (GO
bond, "and suddenly you have a subsidiary that has just taken
one of our producers out of the picture, and if | was our
producers, |I'd be a little nervous about us having given you
this power."

8:51: 32 AM

DAN FAUSKE, President, AGDC, DCCED, answered that AGDC created
subsidiaries at the request of the admnistration, one of which
was to act as an aggregator for "small, in-state use." He
stressed that there was never a discussion in regard to the
magni t ude suggested by Representative Hawker. M. Fauske said
AGDC s board of directors discussed the issue, and decided it
woul d be a good asset to create two subsidiaries, but gave clear
instructions that AGDC was not to name officers or take action.
He remarked:

| can't speak to the intentions or what could possibly
happen, | can only speak to what | know took place ...
and | don't have a clear answer for what could happen.
| just want to be clear, that was never the intention
of the nmeeting ....
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REPRESENTATI VE HAWKER said he believed the board of directors
acted in good faith, but he remained seriously concerned wth
the unclear lines of authority and responsibilities, the fact
that there is no coordinator of the entire project, and the
possibility of "ulterior notives by people that can read these
laws as clearly as | can and see that you have opened up a
facility here that we could drive a gas pipeline project
t hrough. "

8:54: 27 AM

MR. BURNS agreed with Representative Hawker in that the breadth
of the authority given in the statute is very broad, as is
i nt ended, because any corporation needs full flexibility to act
in the best interests of the corporation to achieve its

obj ecti ve. He assured the commttee the board of directors'
decision regarding the tw subsidiaries was linmted to the
purposes indicated by M. Dubler in previous testinony. M .
Burns said the biggest concern is one of trust. The AGDC board
has a fiduciary responsibility to the state of Alaska, and it
respects that responsibility. He cautioned against limting

authority because of concerns about what mght happen in the
future, and urged that the broad authority remain. He restated
that the AGDC board of directors is judicious in its exercise of
its responsibilities.

REPRESENTATI VE HAWKER observed that a significant |ack of trust
has devel oped between sone nenbers of the legislature and

whonmever is in charge of this project plan. In contrast, he
pointed out that the ASAP project was executed and conmuni cated
- with the legislature - in manner of trust, which has now been

viol ated and | ost.

MR. BURNS, speaking as board chair, expressed his concern about
the lack of a clear command and control structure. He opi ned
part of the problem is that Senate Bill 138 gave AGDC the
primary responsibility for devel oping natural gas pipelines, the
Al aska LNG project, other transportation nechanisns, and nore
However, the sane statute provides broad authority which directs
that the conm ssioners of DNR and DOR are in charge of the

activities of each their departnents. He said that |eaves one
wondering about the conmand structure. M. Burns returned
attention to slide 10, which illustrated the project nmanagenent

team (PMI), and renarked:
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That's what everybody expects. You, you have a very
cl ear organizational structure, you do not have that
in this situation. | think that's evidenced by the
organi zational chart that was presented, | think, by
DNR. And you are left with wondering who is making
t hose deci si ons.

MR. BURNS cautioned that the state cannot allow the project to

fail, if it nmakes econom c sense, but unless decisions are nmade
conpetently, with a coordinated effort, and are consistent, the
project cannot succeed. There must be an organizationa
structure with clear coordination of efforts. He relayed a

recent conversation with M. Fauske inform ng him that, subject
to confidentiality agreenents, and speaking as the board chair,
AGDC will provide the legislature with conplete infornmation and
access to its enployees as needed. Finally, M. Burns expressed
his belief that the attorney general does not have the tine or
ability to be the head of the project status, and he advised
that the statute, as drafted, |eaves many questions unanswered,
leading to turf warfare within the corporate structure.

9:02: 36 AM

REPRESENTATI VE HAWKER acknow edged that M. Burns was speaking
from an el enent of frustration, however, he pointed out that the
House Resources Standing Conmttee contributed significantly to
the crafting of Senate Bill 138, and; therefore, has a strong
grasp of the intent and purpose of the bill. Al t hough AGDC is
the "prime nover here" the fact that DOR and DNR have prine
responsibilities was very intentional, because DNR and DOR have
strong custodi al responsibilities for specific tasks and
activities, such as regulatory authority, which cannot be
assigned to AGDC. The | egislature created AGDC as a corporate
entity to work in a contractor and client relationship to
execute the state's constitutional responsibilities as it
develops its resources. Representative Hawker stressed that DNR
and DOR have clear and unalienable responsibilities. If it so
chooses, DNR nmay contract through AGC for the sale and
mar keti ng of gas. He said turf wars are a big problem and are
not unusual in corporations large and small. During the process
of crafting the enabling legislation for the heads of agreenent
(H®A) and nenorandum of understanding (MOU) docunents, the
| egi sl ature envisioned that soneone in the executive branch of
government would be responsible for nmanaging the separate
el emrents and adjudicating responsibilities between the entities.
He expressed his hope that AGDC would help find a senior manager
and a clear line of authority to be in charge of the project.
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He remarked, "But no matter how well we craft the statute, John,
we cannot |egislate |eadership ...."

9: 08: 54 AM

REPRESENTATI VE JOHNSON expressed his belief that since the
adm ni stration has replaced AGC board nenbers, it could do so
agai n. It is incunbent on the legislature to search for
| eadership and he said, "If you don't know who your | eader is,
there is no | eader.”

REPRESENTATI VE JOSEPHSON shared the perspective of those who
have testified regarding a lack of clear conmand and control
structure, or demarcation of authority; on the other hand, he
guestioned the inference that M. Fauske or M. Burns "ganed the
board,” and that the legislature feels trust has been violated
or | ost. He said he did not feel that way, although he agreed
with Representative Hawker that there should be a designated
statutory authority at "the top of the pyramd.” He stated that
he sees a good gas team and he applauded work of Senate Bil
138, but sone reform is necessary to nake the |egislation work
nore snoot hly.

REPRESENTATI VE HAWKER strongly clarified that he in no way
i mpugned or suggested that M. Fauske or M. Burns had gamed the
boar d. He repeated his question, "Has the board been ganmed by
sonmeone with an ulterior notive?" There was no suggestion that
M. Burns or M. Fauske in any way were part or party to
anyt hi ng i nappropri at e.

9:12: 57 AM

REPRESENTATI VE HERRON asked whether there should be a fornal
docunent that guarantees that TransCanada's assets wll cleanly
go all the way to the subsidiary.

MR. BURNS said he was unaware of such a docunent. There is no
doubt in his mnd of the intent that if +the |legislature
purchases TransCanada's assets, said assets are best held in the
subsidiary AGC has forned for that purpose, and a docunent is
not necessary. However, this matter is to be determ ned by the
| egi sl ature. He observed that the adm nistration, t he
| egi slature, and AGDC all want Al aska LNG to succeed, and AGDC
has proven its conpetency, but there remains a l|lack of trust,
which may stem from the lack of a clear demarcation that one
person - or a coordinated effort - is wultimately making
deci si ons. M. Burns opined that House Bill 4 and Senate Bil
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138 are phenonenal statutes of unprecedented authority that are
focused on a specific objective. He noted that he did not take
Representative Hawker's coments personally, and added
nobody was ganmed and nobody ganmed anybody in the fornmation of
those two corporations, or subsidiary corporations. They were
very thought-through, it was a very deliberative process that
the full board participated in, and there was no ganmesnmanship in
any way."

9:17:29 AM

REPRESENTATI VE HERRON recalled that AGC has done a great job
presenting testinmony, but there is a lack of |eadership,
al t hough sone "vagueness" may be desired by sone. He expressed
his belief that House Bill 4 and Senate Bill 138 statutes are
not being utilized, due to a disappointing |ack of |eadership
from the admnistration, and buying the assets of TransCanada
has becone a relatively small factor in the debate.

REPRESENTATIVE TARR noted M. Burns' longevity on the AGDC
board, having served during two adm nistrations. She recalled
that AGDC and |egislators worked primarily with M. Balash and
M. Pawl owski on Senate Bill 138 to develop the infrastructure
needed to advance an LNG project. She asked how M. Burns would
conpare of that work to the project structure now, because there
was not one single person in charge then, pointing out that M.
Bal ash presented on resource issues, and M. Paw owski presented
financial issues on behalf of DOR This was a team effort, as
conpared to that of a single person.

MR. BURNS said, "Wat you' ve described is precisely what, what
shoul d happen and, | think, can happen.”™ He stressed that AGDC,
under no circunstances, should be vested with the authorities
that reside wthin DNR and DOR. What needs to happen, is that
the parties must work collaboratively and cooperatively to
achieve the collective goal. Further, those decisions cannot be
made in a vacuum because inpacts on the project are great. M.
Burns suggested AGDC could encourage a collaborative effort by
convening regular neetings wth the commssioners and the
various teams, and said he was unsure whether there is value in
creating another body or position. The problem is now known,
and the testinmony during this legislative session has been an
enbar r assnent .

9:24: 02 AM
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REPRESENTATI VE TARR asked whether it is possible to comunicate
all of the parties' needs and desires to the adm nistration and
receive an update in January [2016] that addresses the
| egi sl ature's concerns.

MR BURNS assured the conmttee that as a result of the

testinmony heard, AGDC and its board wll be actively
participating in ensuring that concerns will be addressed to the
| egi sl ature's satisfaction; however, if concerns are not

addressed, he wurged that the Ilegislature consider nodifying
Senate Bill 138 during the [Second Session of the Twenty-N nth
Al aska State Legislature].

9: 25: 20 AM
The conmmttee took an at ease from9:25 a.m to 9:40 a. m
9:41: 18 AM

CO CHAIR TALERI CO expressed his appreciation to M. Burns for
testifying before the commttee.

CO- CHAI R NACGEAK noted the val ue of the di scussion

REPRESENTATI VE SEATON asked whether further information is
needed by the committee to understand the progress of the
project, or any inpedinents to the timefrane.

MR. BURNS said the presentation has shown that the project is
nmoving well and once there is a coordinated effort, it wll
continue to advance. At this tinme there have been no big
surprises, and the conpetency Ilevel of the AGC team is
t renendous.

9:44: 05 AM
MR. DUBLER directed attention to slide 30, which illustrated
off-take facility cost estimtes. Prelimnary engineering was

designed for four different sizes of off-take to accomopdate the
different sizes of the comunities along the route of the
pipeline. The largest is a macro sled sized to process a vol une
of gas from 80-330 MVSCF/ D, and estimated to cost $38 nmillion

and the smallest is a nano sled sized to process a volune of gas
from 0.04-0.25 MVMSCF/ D, and estimated to cost $14 nmillion. He
restated that this equipnent, on a per capita basis, is very
expensive, and howit will be paid for is unknown.
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CO CHAIR NAGEAK infornmed the conmttee that AGDC provided the
commttee a docunment entitled, "FY2016 Organizational Chart
Al aska Gasline Developnent Corporation (AGC) & Alaska LNG
Participation (conbined),"” and dated 10/ 29/2015.

REPRESENTATI VE SEATON observed that there 1is an existing
integrated pipeline system throughout the Kenai Peninsula and
Anchorage  Mat anuska- Susi t na; he asked whether AGDC has
considered not having a separate off-take plant, but accessing
gas at the LNG plant for this area.

MR. DUBLER stated that South Cook Inlet off-take would cone
directly from the LNG plant. The ENSTAR system is a |oop, and
AGDC has designed one off-take at each end of the |oop so that
the system is not conpromsed "if there's a disruption in the
m ddl e. "

MR. DUBLER turned to the progress AGDC has made to date. As an
aside, he noted a future presentation at the next neeting of the
board of directors will reveal AGDC s plan for the communities
along the route of the pipeline, and subsequent to that neeting,
the plan will be available to the public and the commttee.
Approxi mately 20 potential interconnection points - capable of
taking off or adding gas to the pipeline - have been identified
along the pipeline corridor. Sone communities, such as
Fai rbanks would require an off-take and a lateral Iline, as
engineered in the ASAP project. He pointed out that the
conceptual cost estimates for off-take facilities do not include
local distribution or consuner appliance conversion costs.
Again, the prelimnary analysis highlights significant economc
chal l enges for snmall comrunities on a per capita basis [slide
31] .

9:48: 44 AM

CO- CHAIR TALERI CO questioned whether Denali National Park and
Preserve, Nat i onal Park Servi ce, U. S Departnment of the
Interior, an entity that has the wherewithal to establish a
distribution system within the park, has been engaged in the
proj ect .

MR. DUBLER responded that AGDC has had discussions with the
Nati onal Park Service about Denali National Park and Preserve
in fact, the National Park Service is interested in a gas supply
to its buildings, and in converting its buses from diesel to
conpressed natural gas (CNG.
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CO- CHAIR TALERICO nentioned that Nenana, although a smal
comunity, has rail, river, and roads, all of which are
transportation corridors.

MR. DUBLER agreed, adding that Anderson is also well-suited for
a distribution system He summarized, restating that no final
deci sions have been made on the location of off-takes, and no
public noney has been appropriated for in-state off-take
facilities or for distribution systenms beyond prelimnary

analysis. The state's plan will evolve as the project matures,
pol i cymakers weigh in, funding sources - beyond user fees and
tax assessnents - are addressed, and a phased approach is

considered [slide 32].
9:52: 02 AM

MR. RICHARDS provided a status update on the ASAP project. He
recalled that ASAP was the initial project, with which AGDC was
tasked by the legislature, for the purpose of providing energy
relief for Alaskans in response to the decline of the Cook Inlet
natural gas reserves for honme heating and power generation.

Referred to as the back-up plan for the Al aska LNG project, AGC
concluded ASAP FEED in Decenber 2014, which culmnated in a
Class 3 estimate; a Class 3 estimate incorporates engineering
design advanced to the 25 percent level and a high |evel of
confidence. The $10 billion estimate is for GIP and a pipeline
to deliver North Slope gas to Fairbanks and Sout hcentral Al aska.

Wth the Cass 3 estimate, the next phase would have been
conpleting a recourse tariff, filing to RCA, and open season,

but AGDC has withheld the process awaiting the outcone of the
Al aska LNG project. However, AGDC is currently advancing the
U S. Arny Corps of Engineers Supplenmental EIS to secure federa

permts and the right-of-way across federal |and. The right-of-
way across state |ands has been provided, and when both state
and federal right-of-way |eases are secured, AGC wll hold
| eases representing approximately 85 percent of the pipeline
route from Prudhoe Bay to Sout hcentral Al aska [slide 34].

9:54: 55 AM

REPRESENTATI VE SEATON asked whet her the ASAP supplenental EIS is
al so applicable to the Al aska LNG project.

MR. RI CHARDS responded that the |ead federal agency for ASAP is
the U S. Arny Corps of Engineers because wetlands are affected,
and there is no |liquefaction plant associated wth ASAP
conversely, the Alaska LNG project, because it is an LNG
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project, falls under the purview of FERC, which is acting as its
| ead federal agency. However, the data gleaned for the ASAP EI S
is of keen value to the Alaska LNG project because of their
comon route and comon alignment.

MR RICHARDS then directed attention to slide 35, which
illustrated the status of the In-State Natural Gas Pipeline Fund
capitalized in House Bill 4 [passed in the Twenty-Ei ghth Al aska
State Legislature]. The origi nal appropriation was $355
mllion, which was estimated to be the cost to advance the in-
state pipeline project through pre-FEED, FEED, and open season

to a final investnent or sanctioning decision. Spending to date
by major category is as follows [all anobunts are approxi mte]:

e AGDC corporate operating and ASAP project devel opnent:
$135 nmillion

e 2015 legislative re-appropriation to the public education
fund: $157 nillion

* DNR North Slope gas commercialization conponent fiscal year
2016 (FY 16): $9 million

e Estimated outflow as of October 2015: $301 million

e Current balance: $54 nillion
e Miintaining ASAP project viability and readiness: $12
mllion

e Contractual and FY 16 operating conmponent: $10 million

« Estimated avail able balance as of FY 17 budget cycle: $32
mllion

9:59:11 AM

REPRESENTATI VE JOSEPHSON asked about the circunstances of the
re-appropriation and its effect on the advancenent of the ASAP
proj ect .

MR. FAUSKE expressed his wunderstanding that the nobney was
removed from the fund and re-appropriated to education during
the [Second Special Session of the Twenty-Ninth Al aska State
Legi sl ature].

REPRESENTATI VE JOSEPHSON further questioned why AGDC originally
needed the $157 million that was re-appropriated.

MR. RI CHARDS explained the fund was established to provide AGDC

with the necessary funds to advance the ASAP project through to
a sanctioning decision, which includes open season, subsequent
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negotiations, and the redesign of the project to shippers'
requirenents.

REPRESENTATI VE HAWKER expressed his appreciation for M.

Dubl er's participation. He said his perception is that his
frustration is shared wth AGC, state agencies, and business
partners, regarding a lack of |eadership and clear |ines of

authority. Representative Hawker stressed that his remarks
should not be msinterpreted, as he has the upnpbst respect for

state agencies, in particular DNR, which is the state agency
tasked with the duty of obtaining the maxi mum value of resource
wealth for the benefit of all Al askans. Recalling his |ong

working relationship with DNR, he said the discussion is not
about agency versus agency, but that all parties need to cone
together for this project, as it is critical to the economc
security of the state in the future. He restated his deepest
respect for DNR and its enpl oyees.

10: 05: 30 AM

REPRESENTATI VE SEATON rem nded AGDC of his request for a
docunent that officially and clearly defines that if the state
buys out TransCanada, its ownership percentage would go to them

10: 07: 10 AM

ADJ OURNVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 10:07 a.m
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