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COW TTEE CALENDAR
CONFI RVATI ON HEARI NG

Al aska Gasline Devel opnent Corporation: Board of Directors
Joe Paskvan

- CONFI RVATI ON ADVANCED

SENATE BI LL NO. 70

"An Act relating to exceptions from designation as a special
purpose site under art. VIII, sec. 7 of the Constitution of the
State of Alaska for portions of Denali State Park, Captain Cook
State Recreation Area, Nancy Lake State Recreation Area, and
WIllow Creek State Recreation Area to allow leasing a right-of-
way for a natural gas pipeline."

- MOVED CSSB 70(RES) QUT OF COW TTEE
SENATE BI LL NO. 50

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

fi nanci 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 plant and natural gas energy projects and

distribution systens in the state; anending and repealing bond
aut hori zations granted to the Al aska Industrial Devel opnment and
Export Authority; and providing for an effective date."
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- HEARD & HELD
PREVI QUS COW TTEE ACTI ON
BILL: SB 70

SHORT TITLE: GAS Pl PELI NE RI GHT- OF- WAY; PARKS; REFUGES
SPONSOR(s): RULES BY REQUEST OF THE GOVERNCR

03/ 06/ 15 (S) READ THE FI RST TI ME - REFERRALS
03/ 06/ 15 (S) RES, FIN

03/ 09/ 15 (S) RES AT 3:30 PM BUTROVI CH 205
03/ 09/ 15 (S) Heard & Hel d

03/ 09/ 15 (S) M NUTE( RES)

03/ 30/ 15 (S) RES AT 3:30 PM BUTROVI CH 205

BILL: SB 50
SHORT TITLE: Al DEA: BONDS; PROGRAMS; LOANS; LNG PRQJECT
SPONSOR(s): RULES BY REQUEST OF THE GOVERNCR

02/ 11/ 15 (S) READ THE FIRST TIME - REFERRALS
02/ 11/ 15 (S) NRG, RES, FIN

03/ 10/ 15 (S) NRG AT 3:30 PM BELTZ 105 (TSBI dg)
03/ 10/ 15 (S) Heard & Hel d

03/ 10/ 15 (S) M NUTE( NRG)

03/ 26/ 15 (S) NRG AT 3:30 PM BELTZ 105 (TSBI dg)
03/ 26/ 15 (S) Moved CSSB 50(NRG) Qut of Committee
03/ 26/ 15 (S) M NUTE( NRG)

03/ 27/ 15 (S) NRG RPT CS 3DP 1INR SAME TITLE
03/ 27/ 15 (S) DP: EGAN, BI SHOP, HOFFMAN

03/ 27/ 15 (S) NR. M CCl CHE

03/ 30/ 15 (S) RES AT 3:30 PM BUTROVI CH 205

W TNESS REG STER

JOE PASKVAN, Appoi ntee

Board of Directors

Al aska Gasline Devel opnent Corporation

Fai r banks, Al aska

PCSI TI ON  STATEMENT: Testified as appointee to the
Gasl i ne Devel oprment Cor poration Board of Directors.

BEN ELLIS, Director

D vi sion of Parks and Qutdoor Recreation
Department of Natural Resources (DNR)
Juneau, Al aska

POSI TI ON STATEMENT: Expl ai ned SB 70.

Al aska
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DON PERRI N, Acting Director

State Pipeline Coordinator's Ofice
Depart ment of Natural Resources (DNR)
Anchor age, Al aska

PCOSI TI ON STATEMENT:  Conmented on SB 70.

GENE THERRI AULT, Deputy Director

Al aska Energy Authority (AEA)

Fai r banks, Al aska

POSI TI ON STATEMENT: Comment ed on SB 50.

FRED PARADY, Deputy Conmi ssioner

Depart ment of Comrerce, Conmmunity and Econom c Devel opnent
Juneau, Al aska

PCSI TI ON STATEMENT:  Commrent ed on SB 50.

ACTI ON NARRATI VE

3:30:41 PM

CHAIR CATHY QESSEL called the Senate Resources Standing
Commttee neeting to order at 3:30 p.m Present at the call to
order were Senators Coghill, Costello, Stedman, and Chair
G essel .

Confirmati on Hearing: Al aska Gasline Devel opnent Corporation:
Board of Directors

3:31:27 PM
CHAI R G ESSEL announced the confirmation hearing for Joe Paskvan
to the Alaska Gasline Devel opnent Corporation (AGC) Board of
Di rectors.

3:32:46 PM
SENATOR W ELECHOWSEKI j oi ned the conmitt ee.

CHAIR G ESSEL reviewed the governing statute, AS 31.25.020, for
appointnments to the AGC. She said it is a public nenber seat
and there are five public nenbers. The appointees should have
experience and expertise in natural gas pipeline construction,
operation and marketing, finance, |arge project managenent and
ot her expertise and experience that is relevant to the purpose,
powers, and duties of the corporation.

JCE PASKVAN, governor's nomnee to the AGDC Board of Directors,

Fai r banks, Al aska, joined the conmttee. He said he was born and
rai sed in Fairbanks and graduated from the University of Al aska
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Fai rbanks (UAF). He was narried 38 years ago in Fairbanks to a
wonman who was al so born and raised there. He is an attorney in
private practice and has been for over 35 years. He has been a
nmenber of Rotary for 25 years, has been on the Di ocesan Fi nance
Commttee for 25 years and is a guest lecturer at UAF on a
nunmber of topics. He was a certified hockey coach when his boys
were in hockey and has years of experience as an Al aska State
Senat or .

3:34:19 PM
SENATOR STOLTZE joined the commttee.

MR. PASKVAN said his nomnation is for the AGDC board as a
public nenber and part of his professional life he had "quite a
bit" of experience in construction on both large and smal
projects, has represented major contractors in Interior Al aska
and been involved on their behalf in construction disputes. He
has been involved with large projects involving state contracts
and snall construction contracts involving only private
construction contracts. As part of his work as an attorney, he
hires advisors and consultants that best help and assist his
clients. He is currently on two subcommittees with AGDC. one is
the Tech Committee led by Dave Cruz and the other is the
Commerci alization Subcommttee led by John Burns. He explained
that subcommttees only gather information and provide it to the
boar d.

He said that an overarching task of AGC is to pronote the
delivery of the cheapest gas to Al askans. The task of AGDC under
AS 31.25.060 is to secure and engage professional and technica
advi sors.

3:36: 03 PM
MR. PASKVAN said that AGC is |ooking at tw projects, as
required by law the AKLNG is the first project which has the

probability of being the nost successful. It is currently a 42-
inch dianeter pipe with the potential of 48 inch dianmeter pipe.
The second project, and the backup project, is a 36-inch Al aska
Stand Alone Project (ASAP). Its objective is to ensure that

Al aska has an economcally viable project should the AKLNG
Project falter.

He explained that AGDC has been tasked and perforns work, which
advances both projects. Fritz Kruzen advises the board on AKLNG
Project; he has 35 years with ConocoPhillips, specifically in
the area of |iquefaction experience. He is not a consultant to
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AGDC, but a direct enployee. Frank Richards advises the AGDC
board on the ASAP Project.

3:37:46 PM

MR. PASKVAN said he thought it inportant to provide the
Resources Commttee with exanples of work that advances both the
AKLNG and the ASAP Projects. AGXC provides a framework for the
sharing of data and coordinating of work and historical data,
such as geotechnical, hydrological, environnental, cultural and
routing work. It established a common pipeline route that 1is
essentially 98.5 percent identical. Only when it gets south of
the Susitna River is there a little deviation between the two
projects. So, AGDC, addressing the right-of-way work, advances
both projects.

Much of the environnmental inpact statement (EIS) submitted in
2012, with a supplenental initiated in August 2014, advances
both projects with many river and stream crossing surveys and
design work including two-dinensional mappi ng  of t hese
crossings. There is a potential for cultural resources and
wetl and delineation as part of the survey that benefits both
projects. Mre than 400 geo-technical bore holes have been
drilled that advances both projects. The sites for 124 materi al
sources have been identified and air quality nonitoring data and
permt work for the gas conditioning facility has been done for
the facility that would exist on the North Slope. They have been
testing the pipe and doing fish habitat reporting; biological
assessnments have been done that advances both projects.

The ASAP Project delivered a class 3 cost estimate on tinme. The
inportance of this is that the consultants that are retained in
conjunction with the AGXC staff followed a nethodology wth
estimte breakdowns and the records they have assenbled are
i ndustry standard. He has been told it was done by the "A Teant
of Arctic engineering, a very narrow field. The AKLNG Project
has al so assenbl ed what they consider the "A Teanm so that both
projects have retained an A team for the purpose of advancing
bot h projects.

He explained that the A Team for ASAP was about to be disbanded
in April. These skilled people are working on the 36-inch pipe
and one of the topics at the March AGDC board neeting was what
ot her potential use there mght be for them before they disband
within the over-arching concept of AGDC potentially being able
to deliver an economcally viable alternative should the AKLNG
Proj ect stunble.
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MR. PASKVAN said M. Cruz, head of the Tech Commttee,
recommended that the AGDC consider ASAP Project cost estinmates
for an ANSI 900 pipe in addition to an ANSI 600 pipe, the
di fference being that the ANSI 600 pipe is 480 psi and 2,220 psi
for the ANSI 900 pi pe.

3:42: 32 PM
The Governor wanted to ask the A Team what Al aska m ght need to
think about while it is still assenbled, and AGDC didn't have to

request any nore noney from the legislature to do that. For
perspective, at the start of this project, the pipe was "X70
mat eri al grade" and the pipe size has not changed from 36-inch
the type of gas is the sane, as well, but the difference is what
m ght be acconplished with increased pressurization using an
ANSI 900 pipe. The question was what "rough order of magnitude
(ROM" the pipe potential increase wuld affect the gas
conditioning facility. No LNG conmponent was part of this
direction.

3:44: 53 PM

The ASAP Project mght becone nore econonmic by using ANSI 900
pipe with everything else remaining the sane. Using conpression,
an ANSI 900 pipe can be increased to 2.4 bcf within a 36-inch
line. Nothing about it is conpetitive with a 42-inch or 48-inch
line. The AKLNG Project is also using 42-inch X70 pipe and ANS
900. So, this type of work is potentially beneficial to both
proj ects.

MR. PASKVAN reiterated that the AGDC board in March 2015 wanted
to use this skilled team to provide industry standard estinates
using the ASAP 36-inch pipe. They wanted to know if volune
increased the deliverability of the |owest cost to Al askans and
if econony of scale helps to do that. This is only if AKLNG
falters in going through the stage gates to construction.

He noted that it's inportant to understand that md-year 2016

Al aska will have a pretty good idea of whether the AKLNG Proj ect
is noving forward or not. If it does not, this additional

information could be of value in advancing the ASAP objective of
ensuring that Al aska has a viable and economi c alternative. AGDC
is not engaging in a project. It is only |ooking at costs using
the A team which it would have access to for only a short
period of tine.

3:47:54 PM
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CHAIR G ESSEL said having read the mnutes of that AGDC board
neeting, he did a great job summarizing the LNG 101 briefing,
and asked himfor nore detail on his construction experience.

MR. PASKVAN answered that he participated in ngjor roadways,
sonme buildings, and sonme of the larger state projects like the
Johansen Expressway in Interior Alaska in which he represented
the major contractor. He represented them for decades (back to
1981) wuntil it was sold and then he represented the owner,
i ndividually, after that.

3:49: 52 PM
CHAIR G ESSEL asked if he felt his qualifications fall under the
| arge project managenent criteria in the statute.

MR. PASKVAN answered that he was involved with the engineers
that were enployed by the conpany's owner; he wasn't devel oping
the large project managenent. The nanagers he dealt wth on
behal f of the owner were involved in the sequencing of |arge
proj ects.

CHAIR G ESSEL said he had a great resune' of community and state
service. This is pretty technical board and previ ous nenbers had
100 years of experience in the gas industry and she asked which
slot he felt he was filling.

MR. PASKVAN answered that he wasn't thinking about filling a
particular individual's slot. The governor wanted him to serve
Al aska and he felt it was inportant to contribute. He recalled
that Drue Pearce was on the board and had political experience

but rmaybe not construction |aw experience. He is on the
Technical Committee with M. Cruz and gets along well with him

Has dealt with engineers all his life.

3:52: 55 PM

CHAIR G ESSEL said Drue Pearce was the U S. CGovernnent's federa
coordinator for the Alaska Natural Gas Transportation Project
for three years and has engi neering experience.

SENATOR W ELECHOWBKI said he served with Senator Paskvan and
found him to be one of the nobst thoughtful, hardworking and
conscientious people that he had ever dealt wth in this
buil ding. He appreciated his knowl edge and background on all
ki nds of resources issues, particularly oil and gas issues. Wen
he chaired the Resources Conmttee, it dealt with plenty of oil
and gas issues. He reiterated this is a public nenber seat and
based on concerns he had heard he asked Legislative Legal
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whet her Senator Paskvan, Rick Halford and Hugh Short net the
requirenents of the statute. He read three sentences from the

reply:

The statute, however, does not require that the
governor select the public nenber wth specific
experience in natural gas pipeline construction,
operation, marketing, or finance, or |large project
managenent. In fact, the statute gives the governor
explicit authority to consider other expertise and
experi ence when selecting board nenbers. A court is
unlikely to find that the governor's current noni nees
to the AGDC board violate the statute considering the
broad authority given to the governor in selecting
public nenbers by the statute.

3:55: 08 PM

SENATOR W ELECHOWSKI remarked that something M. Paskvan said
struck him Dave Cruz was the one who asked for the
reconfiguration of the project, and he asked him to explain a
l[ittl e about that.

MR. PASKVAN responded that a couple hours into the neeting the
issue of reconfiguration of the ANSI standard came up and M
Cruz advocated that the A Teamfind what the cost m ght be.

CHAIR G ESSEL followed up saying that the AGDC board has $200
mllion in the fund for the ASAP |ine and she wanted to know if
he asked what the cost of the new configuration would be.

MR. PASKVAN replied that it was explicitly stated that there was
no need to ask the legislature for any nore noney to do this
and the team had given their class 3 estimates on tinme and they

were going to be disbanding. While they were still there they
could get this information in the nost economc, |east intrusive
way. |If they disbanded and two or six nonths later that

information was needed, a public solicitation would be needed
This team is very skilled in Arctic engineering and to
reassenbl e that group again would cost nmany tines nore.

CHAIR QG ESSEL said understanding that this is a new subject
matter for him she wanted to know if he had asked what woul d be
done with the extra gas comng through the reconfigured ASAP
line, because the ASAP line ends at Big Lake and connects wth
the Enstar system

3:59: 03 PM
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MR. PASKVAN answered that the expectation was that the vol une of
gas would indicate a potential for export. He said the vote was
unaninous to find out what the state should be thinking about if
t he AKLNG Project stops for whatever reason.

CHAI R d ESSEL asked what the current ASAP line can increase its
conpression to.

MR. PASKVAN answered to 1,480 psi with ANSI 600 pipe.
CHAI R G ESSEL asked about the carrying capacity.

MR. PASKVAN answered his rough guess based on his nenory is that
the gas treatnent facility has to be increased and 6-8 nore
conpressors are needed to get the project to a 1.5 bcf using the
ANSI 600 X70 material grade pipe.

4:01: 43 PM
CHAI R G ESSEL asked the state's need for natural gas.

MR. PASKVAN replied that the state on average needs 250
mcf/day, although there is hope that potentially the Donlin
Project would increase denmand and Fairbanks m ght sonmeday need
nore. The thought is consistent with that by creating additional
vol une you can deliver the lowest cost gas to Al askans, which
woul d nmean there m ght be custoners out there that would want it
beyond Al askan custoners.

CHAIR G ESSEL said her question is that the ASAP |ine can
already conpress and get up to 1.5-1.6 bcf/day and she was
trying to get to the information he was given that drove himto
say yes to spending sone of the $200 nmillion that was set aside
to go to whichever pipeline proceeds forward when the front end
engi neering and design (FEED) decision is nade in the 2nd
Quarter, 2016.

MR. PASKVAN replied that it is still a 36-inch pipe using the
same material grade pipe; it's just increasing capacity to put a
little nmore psi into the pipe. The commttee thought it prudent
to look at conponents that might have an increased cost in an
econonm ¢ anal ysis should the AKLNG Project falter. It could cost
ten times as nuch noney to do the sane study a year down the
road. This is really a w ndow of opportunity. Japan is building
LNG receiving facilities on their Wst Coast, because of
eart hquake and tsunam potential on the East Coast, and they
want conpatibility with an export facility to them

SENATE RES COW TTEE -9- March 30, 2015



4:05:55 PM

Wth respect to the free trade agreenment countries, one of the
guestions going through his mnd in addressing potential volunes
is that he didn't know which countries were free trade agreenent
countries. It's anticipated that AKLNG Project custoners would
be Korea, Japan and Taiwan, but only Korea is a free trade
agreenent country.

SENATOR G ESSEL said the application has been made for non-free

trade agreenent countries, as well, but it hasn't been granted
yet .
4:06: 58 PM

SENATOR W ELECHOWSKI said he requested nore in-depth discussion
of financial issues on how AGDC is intending to spend its nopney
and was told that the discussion wasn't needed at that tine.
After Chairman Dave Cruz tasked the AGDC staff to |ook at
reconfiguration of the ASAP Project and to relax the 500 mmcf
limt, Frank Richards (AGDC Vice President for Engineering and
Program Managenent), testified that the primary objective was to
keep a backup plan to the AKLNG Project alive. He asked M.
Paskvan to talk about what his project is doing in terns of
conpeting with the big line or if it's just a backup.

MR. PASKVAN responded that during the Mirch AGC neeting he
understood that it was not conpetition and that the prem se was
that a big line [AKLNG could deliver gas at a nuch |ower cost
to individual Al askans.

SENATOR W ELECHOASKI  nentioned concerns about duplication of
efforts.

MR. PASKVAN answered that the AGDC work can benefit both
projects; for instance, the X70 material grade pipe testing is
conplinmentary.

4:10: 23 PM
SENATOR W ELECHOWSKI asked i f AGDC conti nues to wor k
col | aboratively with the AKLNG Proj ect .

MR. PASKVAN replied that both board Chair Burns and M. Cruz
indicated that the working relationship is good. Two AGDC
Executive Managers, Frank Richards, seconded to ASAP, and Fritz
Kruzen, seconded to AKLNG both testified that they were sharing
the type of information that is appropriate.

4:11:51 PM
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SENATOR COGHI LL thanked him for being willing to step up and
remarked that he was a tenacious advocate for Alaska when
serving in the Senate. He asked what qualifications M. Paskvan
thinks he brings that are really valuable for Alaska to the
boar d.

MR. PASKVAN replied that he takes any work that he does
seriously; he doesn't prejudge projects or outconmes, and facts
matter to him Wwen he was part of this legislative body and
this commttee his office joined the American Society of
Pet r ol eum Engi neers, because he wanted access to their docunents
to see what they have to say about this project. He works hard
and mekes good determnations. At the end of the day,
engineering is all about facts and if you don't have them the
project will inplode.

SENATOR COGHI LL said he didn't doubt that, but he was concerned
about prejudging because of their political differences. He
asked if M. Paskvan felt confident that he could stay wthin
the statutory franmework.

MR. PASKVAN replied that he views his work on the AGDC board as
nonpolitical since it is tasked with ultimtely getting gas to
Al askans. That is not a political issue.

4:16:56 PM

SENATOR COGHI LL said one of the issues they are dealing with is
that the state doesn't conpete against itself. Once the
conversation began with DNR, the ASAP Project was referred to as
an alternate plan, but at this point it's just a pipe that
doesn't have a buyer yet. The governor is talking about
soliciting buyers and he asked what his take on that is.

MR. PASKVAN said he didn't recall that at the board neeting and
he was not contacted by the governor or his office before
attendi ng the March board neeti ng.

SENATOR COGHI LL commented that if that's the case, he is behind
M . Paskvan. He has seen what an "animal" he can be as a | awyer.

MR. PASKVAN said politics does not drive himfor this position
He is interested, because it is non-political.

CHAIR G ESSEL clarified that AGDC doesn't do the marketing of
the gas, but the DNR team does.

4:20:39 PM

SENATE RES COW TTEE -11- March 30, 2015



SENATOR STEDMAN said it's prudent that whatever the state builds
is economc and it's pretty clear that a small line is not. It's
easy to roll politics into it. M. Paskvan reads information and
makes rational decisions based on it and in his opinion, the
governor couldn't find a better candidate to serve on the AGDC
Board than M. Paskvan.

SENATOR STEDMAN al so said that it was a political error to give
the governor $400 mllion in one appropriation, because
governors change from tine to tinme. Those funds were initially
for future capital budgets when there were no funds for capita
budgets, but once the governor has them it's hard for the
| egi sl ature to do nuch

4:25: 03 PM

SENATOR W ELECHOWSKI stated that this is a public seat and he
wants sonmeone who is going to fight as hard he can to get a
backup plan that delivers |owcost gas to Al askans. He saw M.
Paskvan fight for those things when he was in the Senate; he is
one of the first people who pushed for a small dianeter |ine and
an 8-inch PVC line from Cook Inlet to Fairbanks. M. Paskvan is
extrenely tenacious in court and he was not one of the nore
political people in the building when he served. He is a
straight shooter; he gets along with people and fights hard for
what he believes in.

The one area where there are sone concerns is with his oil and
gas experience, but there are other technical seats and AGDC has
consul tants and advi sors.

MR. PASKVAN answered absol utely; the statutory structure
provi des explicitly for the AGC board to retain high quality
experts to advise them so that the skill set that the board
overall may not have can be provided to it.

He related that other than when he was an elected official he
never worked in government. He has only worked in private
enterprise; he ran his father's business. He understands what
it"'s like to be responsible financially. He agreed with Senator
Stedman who said he did not want a non-economic project that
woul d be a drain on the state.

CHAIR G ESSEL rem nded nenbers that five of the board s seats
are public and only tw are designated and those are
comm ssioners. She said the AKLNG Project went through a
rigorous site selection process and chose N kiski, because it
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nmet technical qualifications and asked if he had a differing
opinion with themon that selection.

MR. PASKVAN answered that he didn't personally have a feeling
about that. He heard opinions from sonme marine pilots who
testified before the Senate Resources Commttee when he was co-
chai r man.

4:29:55 PM

CHAIR G ESSEL said she appreciated his answer in light of the
fact that he was |ooking at an alternative project. She thought
he m ght be | ooking at an alternative destination, as well.

She asked him to explain why he was quite interested in signing
a confidentiality agreenent.

MR. PASKVAN answered that from his years as an attorney, ethics
require that attorneys keep information confidential. In a
commercial project there are contractual obligations separate
fromthe ethics of confidentiality and he doesn't have a problem
signing a tailored confidentiality agreenent that is appropriate
for transparent government but at the same tinme recognizing
aspects of information that should not be conveyed to any
others. He followed that process all his |life and doesn't have a
problemw th signing a contractual confidentiality agreenent.

CHAIR G ESSEL, finding no further questions, announced that in
accordance with AS 39.05.080, the Resources Commttee reviewed
the follow ng and reconmends the appointnents be forwarded to a
joint session for consideration: Joe Paskvan, AGDC Board of
Directors. This does not reflect an intent by any nenbers to
vote for or against the confirmation during any further
sessi ons.

4:33:55 PM
At ease

SB  70- GAS PI PELI NE RI GHT- OF- WAY; PARKS; REFUGES

4:33:59 PM
CHAI R G ESSEL announced consi deration of SB 70.

SENATOR COSTELLO npved Amendnent 1
AM-1
3/27/2015
Hutchins
AVENDIVENT 1
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OFFERED | N THE SENATE RESOURCES

COW TTEE BY
TG SB 70
Page 1, line 9 followi ng "parcels": 1
Insert ", including land that would lie within the

descri bed parcels but for any U S. 2 Survey,"

Page 1, line 13:
Del ete "SW/ 2"
| nsert "SWL/ 4"

Page 2, line 1:
Delete ": N1/2, SW/4"

Page 2, line 7:
Del ete "SW/4;"
| nsert "WL/2;"

Page 2, following line 10:
I nsert "Section 8: E1/2"

Page 2, line 12:
Del ete "NW/ 4"
| nsert "W/ 2"

Page 2, line 13:
Del et e "NW/ 4"
| nsert "W/ 2"

Page 2, line 17:
Delete ": W/2"

Page 2, line 20, follow ng "NW/4":
Insert ", NL1/2NEl/4"

Page 2, line 21:
Delete ": N1/2, SW/4"

Page 2, line 27:
Del ete "NE1/ 4"
| nsert "N1/2"

Page 2, line 28:
Delete ": N1/2, SW/4"
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Page 2, line 29:
Del ete "SEl/4"
| nsert "S1/2"

Page 3, line 1:
Del ete "NW/4;"
| nsert "N1/2;"

Page 3, line 4:

Delete ": N1/2, SW/4" 30 Page 3, line 5: 1
Del ete "SE1/ 4"

| nsert "E1/2"

Page 3, line 7, follow ng section "Section 35":
Del ete the senicol on

Page 3, following line 7: 8

| nsert "Section 36: NW/4;"

Insert "(5) Township 32 North, Range 2 West, Seward
Meri di an"

Section 6: NW/4"

Page 3, line 8:
Delete "(5)"
I nsert "(6)"

Page 3, line 14, follow ng "SW/4":
Insert ", N1/2SE1/4"

Page 3, line 16:
Del ete "NWL/ 4"
| nsert "N1/2"

Page 3, line 19, follow ng "SW/4":
Insert ", N1/2SE1/4"

Page 3, following line 19:
I nsert "Section 29: NW/4"

Page 3, line 21"
Del ete "N1/2;"
I nsert "N1/2, SWL/4;"

Page 3, line 22:

Delete "(6)"
I nsert "(7)"
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Page 3, line 25:
Delete "(7)"
I nsert "(8)"

Page 3, follow ng line 26:
| nsert "Section 17: SE1/4"

Page 3, line 27, follow ng "S1/2"
Insert ", S1/2NW/ 4"

Page 3, line 30, follow ng "S1/2":
Insert ", NE1/4"

Page 4, line 1:

Delete "(8)"

I nsert "(9)"

Page 4, line 26, follow ng "parcel s":

Insert ", including land that would lie within the

described parcels but for any U S. 26 Survey,"

Page 5, followng line 1:

| nsert "Section 15: W/ 2W/ 2"
Page 5, line 2:

Delete ": N1/2, SW/4"

Page 5, line 3, follow ng "S1/2"
Insert ", S1/2NEl/4."

Page 5, line 29, follow ng "parcel s":
Insert ", including land that would lie within the
descri bed parcels but for any U S. 8 Survey,"

Page 7, line 3, follow ng "parcel s":

Insert ", including land that would lie within the
descri bed parcels but for any U S. 12 Survey,"

SENATOR STOLTZE obj ected for an expl anati on.

4:34: 40 PM

BEN ELLIS, Director, Division of Parks and Qutdoor Recreation
Departnent of Natural Resources (DNR), Juneau, Al aska, expl ained
that SB 70 is needed to open up four corridors through four
state legislatively designated areas - the Denali State Park,
Wl 1l ow Creek, Nancy Lake, and Captain Cook Recreational areas -
to the Right-O-Way Leasing Act for the purpose of construction
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of a natural gas pipeline from the North Slope of Al aska. The
corridor suffices for both the ASAP and the AKLNG |i nes.

He explained that the amendnment nmkes sure that enough land is
within the corridor to not have to cone back and ask for nore.
The amendnment expands certain areas adding 1,060 acres to the
proposed corridor through Denali State Park and 180 acres to the
corridor proposed for Captain Cook State Recreational Area. The
effect of these additions is to ensure the corridor through
those areas is sufficiently wwde to lay the final placenent of a
natural gas pipeline once permtting and environnental review
are conpleted. No additional |ands were proposed for the WIIow
Creek or the Nancy Lake Recreational Area as they were
determined to be sufficiently wde enough as originally
described in SB 70.

Additionally, the anendnent clarifies that the |easing corridor
is intended to include in its NIRS descriptions of land that may
al so need to be described by U S. survey nunber.

4:37:29 PM

The only part the two lines wuld be in is Denali State Park.
The line splits where it goes through Nancy Lake and WI I ow
Creek for the ASAP line and the one in the Captain Cook State
Park is for the AKLNG line. They were so focused on making sure
the legals were correct that they failed to capture it on the
map in their packets.

4:39:50 PM

SENATOR COSTELLO asked himto explain why this is a conservative
path that it is actually wider than he thinks will eventually be
needed.

MR. ELLIS explained they wanted to make sure that for reasons of
wet |l ands or ground studies that it would be better to have a
pi peline nove slightly over one way or the other, and they
didn't want to have come back to the legislature. The AKLNG is
| ooking for a corridor of 2,000 feet to start out with; ASAP is
| ooking for 750 feet. Those corridors becone smaller as the line
becones nore defined and are released back to State Park
managenent if they are not needed.

DON PERRIN, Acting Director, State Pipeline Coordinator's
Ofice, Department of  Natural Resources (DNR), Anchorage,
Al aska, apol ogized for inadvertently sending the erroneous map
to the governor and the conmittee. He clarified that all the
maps now match up with the legal descriptions. In terns of the
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corridor, he noted that this bill does not change the managenent
of the lands within the corridor. For instance, if this bill
passes, the Captain Cook State Recreation area wll still be
managed under Title 41 as state recreational |ands. They thought
it would be better to widen the corridor just a little bit
knowing that those lands wll still be managed as state
recreational area |lands that at which tine a right-of-way would
be issued, it would be a very narrow strip.

SENATOR STOLTZE renoved his objection and asked him to continue
being diligent with the | and descriptions.

CHAIR G ESSEL, finding no further objections, announced that
Amendnent 1 was adopt ed.

CHAIR G ESSEL, referring to the Denali State Park map that
clearly shows where the right-of-way is, asked what happened
when the boxes on it got real narrow

4:44: 10 PM
MR. ELLIS answered that he believed that the 2,000 foot corridor
fell within those subsections and that w der wasn't needed.

MR. PERRI N expl ai ned because that particular |ocation junps the
Chuitna River at the Parks H ghway and has been studied
t horoughly by both ASAP and AKLNG engineers, and with that |evel
of confidence it was felt the corridor didn't need to be w den
in that area.

SENATOR COCHI LL asked if they are tal king about access for ATVs,
t 00.

MR.  ELLIS answered yes; all access including ATV wll be
avai |l abl e, except during construction when there will be sone
t emporary cl osures.

4:46: 17 PM
CHAI R G ESSEL opened public testinmony. Finding no conments, she
cl osed public testinony.

SENATOR COSTELLO noved to report SB 70, as anended, from
commttee wth individual recomendations and attached zero
fiscal note. There were no objections and CSSB 70(RES) was
reported fromthe Senate Resources Standing Commttee.

4:47:10 PM
At ease
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SB_50- Al DEA:  BONDS; PROGRAMS; LOANS; LNG PROJECT

4:48: 46 PM
CHAIR G ESSEL announced the consideration of SB 50. [CSSB
50(NRG was before the commttee.]

4:49:12 PM

GENE THERRI AULT, Deputy Director, Al aska Energy Authority (AEA)
Fai r banks, Al aska, introduced hinself and noted that M. Parady
woul d start the presentation on SB 50.

4:49: 20 PM

FRED PARADY, Deputy Comm ssi oner, Department of  Conmerce,
Communi ty and Economi c Devel opnment (DCCED), Juneau, Al aska, said
that Administrative Order 272 directed the DCCED conm ssioner to
coll aborate and facilitate at the highest levels work on
consuner energy issues across Alaska, but of nore germane to
this commttee and this bill to work on the Interior Energy
Project (IEP) to provide affordable energy to Interior Al aska
custoners as soon as possible and to possibly provide for gas
el sewhere after the Interior was supplied and to use private
sector nechanisms as much as possible. The goal was initially
envisioned to deliver natural gas to Interior homes wth a
$15/thousand cubic feet at the burner tip cost (the energy
equi val ent of $2/gallon fuel oil).

4:50: 55 PM

MR. TERRI AULT stated that rmuch of the language in the bill makes
adjustnents to a nunber Al aska Industrial Devel opnent and Export
Aut hority (AIDEA) bond and | oan authorizations. Sections 4 and 5
of the bill apply to the Interior Energy Project and so he would
di scuss those changes when they cane up.

He explained that section 1 adjusts an authorization requirenent
that has been in place since 1990. The original amount of $6
mllion was set for AIDEA bonding needing approval for the
citing of the project from the |ocal governnent. That is being
proposed to go up to $10 mllion.

Section 2 on page 2 deals with the bonding authorization for $10
mllion that has been on the books since 1990 and the proposa
is to adjust it up to $25 million to account for inflation, the
size of typical projects comng to AIDEA for participation, and
to bring a nunber of sections of statute up to the sane dollar
anmount .
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4:52: 57 PM

The $25 million new suggested |evel appears in section 3, also
Section 3 deals wth AIDEA' s ability to issue |oans out of the
Enterpri se Devel opnment Account and that was set in 2006 at $20
mllion. On line 30, the existing $20 nmllion anpbunt for the
original Sustainable Energy Transm ssion and Supply (SETS) fund
is proposed to go up to $25 million, also.

4:53: 56 PM

Page 3 has existing statutory |anguage with no proposed change.
Page 4 starts dealing with the Interior Energy project. Section
4 was added by the Senate Energy Committee. Senator M cciche, in
particular, was very interested if the Interior was going to
|l ook for a source of natural gas and potentially look to the
Cook Inlet area to source those gas nolecules, in AlDEA
evaluating the possibility of delivering those nolecules on a
smal | di ameter pipeline.

AEA conmitted to working with Enstar on the pricing of such an
enterprise and the nmanufacture of Flex steel pipe and has
provided information to Senator Mcciche indicating that it
| ooks |like that type of delivery would be severely economcally
chal | enged, although it would <continue to be evaluated.
Suggested | anguage deals with a previous prohibition in the SETS
statutes that precluded SETS noney from being used for a natural
gas pipeline. This exenption is structured to specifically say
they can look at a 12 inch or smaller pipeline to potentially
deliver gas to the Interior.

4:55: 44 PM

Section 5 proposes changing the financing tools that were
previously approved by the legislature for the Interior Energy
Project. Language on page 5, line 4, deletes the North Slope as
the only source of gas nolecules. It appears that delivery price
off the North Sl ope would not be economical for the community to
pay for conversion, and if you can't get demand up, then the
per-unit price will be prohibitive. This doesn't preclude the
possibility that North Slope gas still could be a solution or
part of a solution, but it opens it up for AIDEA and AEA
through the I EP process, to look at the possibility of sourcing
the gas nolecules elsewhere in the state. The expectation is
that producers in Cook Inlet could conme forward with private
partners that could propose a delivered price that would get the
needed nunber of conversions in the Interior.

As the North Slope |anguage was renoved, there was some concern
by Interior delegation nenbers that that would just open up a
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project that gets developed in the Cook Inlet that is targeted
at serving Wstern or Southeast Alaska. So, the drafter
recommended using Interior Al aska as being the "primary market,"
but secondary markets could be served by this infrastructure
because serving other needs would nmake the per unit price for
everybody go down.

4:58: 58 PM

Language on line 5 talks about a distribution systemin Interior
Al aska, and through RCA action the state has two certified
utility gas distribution systens. That is why "s" was added.

Sections 6 and 7 clean up old existing AIDEA bond
aut hori zations; section 6 repeals an unused bond authorization
that was part of airline maintenance facilities at the Anchorage
Airport. He explained that part of the bond authorization was
not used and once they get passed a certain age Al DEA won't use
them because they are "stale," but because they renmain on the
books as a possible debt to the authority, bond counsel has
advi sed that they need to be taken into consideration when new
ratings are done for the entity, and their suggestion was to
clean up the old authorizations. Section 7 has a nunber of old
aut hori zations that were never used but are being proposed to be
just be taken off the books. Section 8 is an imedi ate effective
dat e.

5:00: 38 PM

MR. THERRI AULT explained that it is standard now that new bond
authorizations for potential projects have a five-year sunset
date, so this goes away as an isSsue.

SENATOR STOLTZE noted the history of AIDEA' s failures had been
from legislative involvenment in mcromanagenent, and he wants
the parts of the bill that didn't conme from the Industrial
Aut hority to be thoroughly vett ed.

MR. THERRI AULT said that |anguage just allows the authority to
consider it; it doesn't direct that it be selected. So, AEA's
view is that would probably have been part of the due diligence
in delivering a better smarter way to do it to the Interior.

SENATOR COGHI LL asked himto bring a table of authority repeals
to the next neeting.

MR. THERRI AULT said the governor's transmttal letter for the
| egislation has a |ist of them
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CHAIR G ESSEL thanked M. Therriault for the explanation and
announced she would hold SB 50 in conmittee.

5:03:39 PM

Finding no further business to conme before the conmmittee, Chair
G essel adjourned the Senate Resources Conmittee neeting at 5:03
p. m
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