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SENATE BI LL NO. 50

"An Act relating to the prograns and bonds of the Al aska
| ndustrial Developnent and Export Authority; related to the

financi ng aut hori zation t hr ough t he Al aska | ndustri al
Devel opnent and Export Authority of a l|iquefied natural gas
production pl ant and nat ur al gas ener gy projects and

di stribution systens in the state; anmending and repealing bond
aut hori zations granted to the Al aska Industrial Devel opnment and
Export Authority; and providing for an effective date."

- MOVED CSSB 50(NRG) OQUT OF COW TTEE
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Senator M cci che

SENATE NRG COW TTEE -1- March 26, 2015



Al aska State Legislature

Juneau, Al aska

PCSI TION STATEMENT: Provided an overview of the comittee
substitute for SB 50.

EUGENE THERRI AULT, Director

Energy Policy and Qutreach

Al aska Energy Authority

Anchor age, Al aska

PCSI TI ON STATEMENT: Addressed the committee substitute for SB
50.

MERRI CK PI ERCE, representing hinself
Fai r banks, Al aska
POSI TI ON STATEMENT: Supports SB 50.

PAMELA THROOP, representing herself
Fai r banks, Al aska
POSI TI ON STATEMENT: Supports SB 50.

LUKE HOPKI NS, Mayor

Fai rbanks North Star Borough

Fai r banks, Al aska

PCSI TI ON STATEMENT: Supports SB 50.

LI SA HERBERT, Executive D rector

G eat er Fai rbanks Chanber of Conmerce
Fai r banks, Al aska

PCSI TI ON STATEMENT: Supports SB 50.

DAVI D PRUHS, Council Menber

Fai rbanks Gty Counci

Cty of Fairbanks

Fai r banks, Al aska

PCSI TI ON STATEMENT: Supports SB 50.

JOVD STEWART, Energy Project Manager
Fai r banks Econonmi ¢ Devel opnent Corporation
Fai r banks, Al aska

POSI TI ON STATEMENT: Supports SB 50.

ACTI ON NARRATI VE
3:34: 53 PM

CO-CHAIR PETER M CCICHE called the Senate Special Commttee on
Energy neeting to order at 3:34 p.m Present at the call to
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order were Senators Egan, Co- Chair  Bishop, and Co-Chair
M cci che.

SB 50- Al DEA: BONDS; PROGRAMS; LOANS; LNG PRQIECT

3:35:34 PM

CO- CHAIR M CCl CHE announced that the purpose of the conmmttee
nmeeting is to have the second hearing on SB 50, the Governor's
bill on the Alaska Industrial Developnent and Export Authority
(AIDEA). He noted that a commttee substitute (CS) was before
the conmttee for consideration.

3:35:44 PM
SENATOR HOFFMAN j oi ned the comm ttee neeting.

3:35:51 PM
CO CHAIR BI SHOP noved that the commttee adopt the CS for SB 50,
version: W as the conmittee's working docunent.

CO CHAIR M CCI CHE obj ected for purposes of discussion

3:37:23 PM
LYNNE SMTH, Staff, Senator M cciche, Alaska State Legislature,
Juneau, Al aska, explained the CS changes as foll ows:

Section 2, page 2, line 17, changes the word "law' to
the "Legislature” for approval.

Section 4, there is new language in there, the
definition of a qualified energy devel opnent. Page 4,
lines 22-25, it now reads 1in the sub-paragraph

"Distribution does not include a natural gas-line
project for transporting natural gas from the North
Sl ope or Cook Inlet to market, unless the pipeline has
a diameter of 12-inches or less, and transports the
natural gas to Interior Al aska.”

Section 5, page 5, lines 3-6, it now reads, "And the
state wll provide natural gas to Interior Al aska as a
pri mary mar ket and nat ur al gas delivery and

distribution systenms, and affiliated infrastructure
that will provide natural gas to Interior Al aska."

3:37:28 PM

COCHAIR MCCICHE renoved his objection and announced that the
CS was before the coonmittee. He said he supports the project and
proclained that it is tine for the Interior to have a realistic
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and | ower cost solution. He shared with Senator Hof frman that the

bill is a first step and that he has always focused on his
district as well. He remarked that in the future, a pipeline is
a better solution, but the bill allows the project to go forward

while allowng AIDEA to continue considering the pipeline as a
vi abl e opti on.

CO-CHAIR M CCl CHE addressed the Alaska LNG Project (AKLNG as
fol |l ows:

| f AKLNG goes through, if this route were the other
way, it could assist with a pipeline to dennallen
Copper Center, Fort Geely, Delta Junction, areas that

nost |ikely would not be covered by a pipeline from
AKLNG

| guess when | think about whether or not this
solution would be a waste in the future, there's stil
very viable uses for a pipeline route. Again, | want

to just nmake sure that we are not applying a Band-Ai d.

| am strongly requesting that AIDEA process this
solution even if the cost is slightly nore to | ook at

the long term needs of the region and | believe that
it is a better solution; this allows that solution to
be considered and continued, but still doesn't get in

the way of AIDEA for noving forward on the project
they are | ooking at right now

CO- CHAI R BI SHOP conmmended Co-Chair Mcciche's office's diligence
in adding the pipeline option into the bill. He concurred that a
pi peline provides the cheapest gas. He summari zed that Al DEA has
all of the tools in its toolbox to bring the project over the
t op.

3:40: 42 PM

EUGENE THERRI AULT, Director, Energy Policy and Qutreach, Al aska
Energy Authority (AEA), Anchorage, Alaska, said the CS was
appreciated and its | anguage was accept abl e.

MR. THERRI AULT pointed out that on page 5 of the |anguage that
was adopted honors sone |anguage that was considered by the
other body's Interior delegation to not I|ose focus on the
Interior as the primary market to anchor the infrastructure when

"North Slope" was renoved by the bill. He stated that there was
concern that focusing on the Interior mght make other
geographic areas feel precl uded. He explained that t he
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Departnment of Law advised that adding "The Interior is the
primary market," suggests that there could be secondary markets.
He detailed that adding secondary mnmarkets increases overall
volune and ultimately lowers the per unit price for everyone.

3:43:18 PM

SENATOR HOFFMAN stated that he fully appreciates Co-Chair
M cciche's comments. He pointed out that on page 5, line 4,
"Interior Alaska as a primary nmarket" is noted and suggested
that "an affiliated infrastructure that will provide natural gas
to Alaska" be included starting on line 5. He explained that
“Interior” is already nentioned on line 4 and by saying "to
Al aska” would fulfill and strengthen Co-Chair Mcciche's

coment s regardi ng Sout heast and the rest of Al aska.

CO-CHAIR M CCICHE remarked that the bill would have passed | ast
year if there wasn't a focus on one area. He asserted that the
| anguage in SB 50 was better than what was proposed the previous
year. He said SB 50 clarifies a primry market, but the
remai nder of the state is available. He stated that he hears
what Senator Hoffman is saying. He noted his background in the
nat ur al gas industry and opined that Senat or Hof f man' s
suggestion nmay not be a solution for his comunity. He set forth
that a solution for Senator Hoffrman's conmunity is certainly
possible in the bill's | anguage.

SENATOR HOFFMAN conveyed acceptance that Co-Chair Mcciche's
coment regarding his community was on the record.

MR. THERRI AULT noted that Senator Hoffman is a nenber of the
Senate Finance Conmttee. He stated that when the bill reaches
Senate Finance, he is willing to work with Senator Hoffnman on
its language as long as the Interior demand to anchor the
infrastructure is not |ost.

3:45: 53 PM
CO- CHAI R M CCl CHE opened public testinony.

3:46: 16 PM

MERRI CK PI ERCE, representing hinself, Fairbanks, Al aska, stated
that one inportant consideration 1is paying attention to
Fai rbanks' air quality. He said there is conpelling evidence
that Fairbanks' dangerously polluted air is injuring human
beings. He explained that to get Fairbanks' air quality fixed,
3,000 to 5,000 woodstoves have to be elimnated by converting
from wood to propane or wood to natural gas. He detailed that
propane and natural gas are clean burning and emt alnost no
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particul ates. He pointed out that Article 7, Section 4 of the
Constitution requires that the Legislature pronote and protect
public health

MR. Pl ERCE commended Senator M cciche for looking at a small-
bore pipeline comng from Big Lake or Cook Inlet to Fairbanks

He pointed out that 305,000 mles of gas transm ssion pipeline
has been laid across the U S. because pipelines are the safest,
fastest, and cheapest way to nove gas. He suggested that the CS
for the bill change "pipeline" to "pipelines" in order to allow
for two pipes to be placed in the trench.

He opined that $15 gas at-the-nmeter, $21 at the-burner-tip is
not going to work when wood is nmuch cheaper. He stated that $15
gas wll not fix Fairbanks' air quality, attain adequate
conversions, and put Fairbanks in parity with Anchorage. He said
you have to have affordable energy to have industry and you need
i ndustry to have jobs.

He proposed that propane was a great fix for rural Al aska. He
set forth that not spending $250 million to do a full build-out
of the gas grid will subsequently |lower the pipeline's tariff.

3:51: 31 PM

PAMELA THROOP, representing herself, Fairbanks, Al aska, stated
that affordable energy on par wth Anchorage is needed for
Fai rbanks to attract and retain businesses. She pointed out that
Fai r banks' forecl osure rates have increased while the
university, state offices, and businesses have relocated to
Anchor age.

3:54:19 PM

LUKE HOPKINS, Mayor, Fairbanks North Star Borough, Fairbanks,
Al aska, thanked the commttee for having SB 50 noving forward
with a CS. He opined that the CS adds flexibility for AIDEA to
find the lowest or the nobst econom cal project that can bring
| ow cost energy to Fairbanks. He referenced previous testinony
regardi ng Fairbanks' air quality conditions and econom c stress.
He asserted that the cost of energy in Alaska's Interior area is
certainly hanpering Fairbanks' econony. He suggested that
"secondary narkets" be referenced in the bill, but noted Co-
Chair Mcciche's intention to focus on what can be solved and
sol ved soon. He sunmmarized that he |ooks forward to natural gas
com ng to Fairbanks and then the secondary markets.

3:57:57 PM
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LI SA HERBERT, Executive Director, G eater Fairbanks Chanber of
Commerce, Fairbanks, Al aska, noted the difficulty in advocating
on behal f of businesses w thout affordable energy. She reveal ed
that the G eater Fairbanks Chanber of Conmerce's board voted
unani nously to support HB 105 and SB 50 with the understanding
that the legislation provides the necessary flexibility to Al DEA
in advancing a natural gas project that wll address Fairbanks'
hi gh cost of energy.

3:59:38 PM

DAVID PRUHS, Council Menber, Fairbanks Cty Council, Gty of
Fai r banks, Fairbanks, Al aska, stated that the Gty of Fairbanks
and the Fairbanks North Star Borough wel cones SB 50 as a way to
get affordable energy to Fairbanks and the Interior.

4:01: 22 PM

JOMO  STEWART, Energy Project Manager , Fai r banks Economni c
Devel opnent Corporation, Fairbanks, Al aska, said the Fairbanks
Economi ¢ Devel opnent Corporation is in favor of SB 50. He
pointed out that 50 percent of the state's population suffers
from the high cost of energy. He revealed that when Fairbanks
noved forward on the Interior Energy Project, the intent was to
create a system that could be replicated in other comunities.
He explained that the end result was creating a utility to help
nove gas around town that was funded by a |ow grant-high |oan
system He detailed that the | oan system woul d be repl eni shed by
a revolving loan fund that would nake funds available in the
future for other communities when gas becane available to them
He stated that gas from the Cook Inlet and other sources m ght
hel p Fairbanks attain the goal of $10/MCF at the city-gate,
$15/MCF to the burner-tip. He summari zed that good work has been
done that not only benefits Fairbanks, but if done right, can
serve as a nodel that can serve other communities as well.

4:04: 15 PM

SENATOR HOFFMAN said the project to get gas to Fairbanks is very
good. He opined that Bethel could receive energy transported on
t he Yukon and Kuskokwi mrivers.

SENATOR EGAN thanked Senator Hoffman for legislation from the
previ ous year that benefited Southeast Al aska as well.

CO- CHAIR M CCI CHE sumari zed that politics was allowed to get in
the way and two years was wasted on getting gas to Fairbanks. He
declared that the Legislature needs to | ook at conversion rates,
air quality, and increasing cargo levels on the railroad wth
| oner cost refinery fuels. He opined that during the tinme of
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| ower oil prices, AIDEA should use their tinme w sely. He asked
for the best solution to be found for everyone along the route
that will remain in service after AKLNG is in service soneday.

4:05:45 PM
CO-CHAIR BISHOP noved that the commttee pass CS for SB 50,
Ver si on: 29- GS1019\' W from committee wth i ndi vi dual

recommendati ons and attached zero fiscal note(s).

4:06: 07 PM
CO-CHAIR M CCI CHE announced that hearing no objection, CSSB
50( NRG) has passed from comittee Wi th i ndi vi dual

reconmendati ons and the attached zero fiscal note.

4:06: 30 PM

There being no further business to cone before the conmttee,
Co-Chair Mcciche adjourned the Senate Special Conmmttee on
Energy at 4:06 p.m
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