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BILL: HIR 18
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SPONSCOR(s) : REPRESENTATI VE(s) M LLETT
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03/ 30/ 15 (H M NUTE( RES)
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03/ 31/ 15 (H DP: HERRON, JOHNSON, OLSON, HAWKER,
TALERI CO

03/ 31/ 15 (H DNP:  JOSEPHSON

03/ 31/ 15 (H AM SEATON, TARR

04/ 08/ 15 (H) TRANSM TTED TO (S)

04/ 08/ 15 (H VERSI ON: CSHJR 18( RES)

04/ 09/ 15 (S) READ THE FI RST TI ME - REFERRALS

04/ 09/ 15 (S) RES

04/ 10/ 15 (S) RES AT 3: 30 PM BUTROVI CH 205

BILL: SB 101
SHORT TI TLE: STATE PARKS FEES & SALES OF MERCHANDI SE
SPONSOR(s): RULES BY REQUEST OF THE GOVERNOR

04/ 08/ 15 (S) READ THE FI RST Tl ME - REFERRALS
04/ 08/ 15 (S) RES, FIN
04/ 10/ 15 (S) RES AT 3:30 PM BUTROVI CH 205

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

02/ 11/ 15 (S) READ THE FI RST 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)
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03/ 26/ 15 (S) M NUTE( NRG)

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

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

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

03/ 30/ 15 (S) Heard & Hel d

03/ 30/ 15 (S) M NUTE( RES)
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04/ 03/ 15 (S) RES AT 3:30 PM BUTROVI CH 205

04/ 03/ 15 (S) -- MEETI NG CANCELED - -

04/ 09/ 15 (S FIN AT 1:30 PM SENATE FI NANCE 532
04/ 09/ 15 (S <Pendi ng Referral >

04/ 10/ 15 (S) RES AT 3: 30 PM BUTROVI CH 205

W TNESS REG STER

JEFF TURNER, staff to Representative MIllett

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT:  Expl ai ned HIR 18 for the sponsor.

RANDY RUARO, staff to Senator Stednan
Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Comment ed on HIR 18.

BEN ELLIS, Director

Di vision of Parks and Qutdoor Recreation

Department of Natural Resources (DNR)

Juneau, Al aska

PCSI TI ON STATEMENT: Expl ained the rationale for SB 101.

FRED PARADY, Deputy Comm ssioner

Depart ment of Comrerce, Conmunity and Economi c Devel opnent
Anchor age, Al aska

POSI TI ON STATEMENT:  Expl ai ned SB 50.

NI CK SZYMONI AK, Energy Infrastructure Devel opnment O ficer
Al aska | ndustrial Devel opnment and Export Authority (Al DEA)
Anchor age, Al aska

PCOSI TI ON STATEMENT:  Expl ai ned SB 50.

ACTI ON NARRATI VE

3:30: 23 PM

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

HIR 18-LIM T DECLARATI ON OF NATL. MONUMENTS

3:30: 58 PM
CHAIR G ESSEL announced the consideration of HIR 18 [CSHIR
18(RES) was before the commttee].
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SENATOR COSTELLO noved to adopt SCS HIR 18( ), version 29-
LSO707\' N, as the working docunent.

CHAI R G ESSEL obj ected for discussion purposes.
JEFF TURNER, staff to Representative Mllett, Alaska State

Legi sl ature, Juneau, Al aska, explained that HIR 18 urges the
United States Congress to pass the Inproved National Mnunment

Designation Process Act. Sponsored by U S Senator Lisa
Mur kowski and co-sponsored by Senator Dan Sullivan, SB 437
creates new requirements and limts the authority of the

president to create or expand existing nonunents under the
Antiquities Act of 1906. Passed under the adm nistration of
Presi dent Teddy Roosevelt, it grants the president of the United
States the power to create national nonuments that protect and
preserve inportant |land marks in environnentally sensitive areas
using the snallest area necessary to conserve and protect the
nonunent .

3:32: 50 PM
SENATOR M CCl CHE j oi ned the conmittee.

MR. TURNER continued that while this act has been used w sely
for decades to preserve sone of Anmerica's nost pristine and
important areas, a |lot has changed. There are nore demands on
public lands than ever and state and |ocal econom es need to be
taken into consideration. Tourism hunting, commercial and sport
fishing, and natural resource developnent all take place on
public lands. The tine has cone to nmake the process for creating
nati onal nonunents nore conprehensi ve.

3:32:59 PM

He said SB 437 nmnmakes three significant changes to the
Antiquities Act. First, it requires specific authorization by an
act of Congress to designate a national nonunent. Second, it
requires approval by the state legislature and, for nmarine
nat i onal nonunent s, it requires approval by each state
| egislature within 100 mles of the proposed nonunent. And
third, it rmust conformto the National Environnmental Policy Act.
These conmonsense changes wll bring the act into the 21st
Century.

Wiy is the inproved National Mnunment Designation Process Act so
inmportant and why is it inportant to Al aska? R ght now there are
142 national nonunments nationw de; 10 of them were created and 2
nore were expanded since the current admnistration in
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Washington, D.C., started its second term in January 2013. They
were all created without the approval of Congress or the states
where the nonunments were created. The last one in Alaska was
created by President Carter in 1978.

Senat or  Mur kowski filed this legislation because she s
concerned about the potential for new national nonunments in
Al aska that are going to restrict or outright prohibit critica
economc activity. Two possible sites, in particular, are the
Aleutian Islands and the Arctic National WIdlife Refuge.

President Ohama will be in Alaska this sumer and no one knows
if he will announce the creation of a new national npbnunent, but
the two senators are worried that will happen and filed SB 437

and Representative MIllett filed HIR 18 to support it.

MR. TURNER referred to an article from the Fairbanks Daily News
M ner January 25 in which Senator Mirkowski said that nothing
wi |l happen in congress and she was worried the president would
use the authority of the Antiquities Act and put the Arctic
National WIldlife Reserve (ANWR) in permanent w | derness status
and lock it up.

This nmonth the White House transmitted to Congress its forma
request to designate the Coastal Plain of ANWR as w |l derness.
The proposal is very unlikely to pass congress, so the stage is
set for the president to use the Antiquities Act and |ock up the
nost promsing on-shore oil and gas prospect in the entire
country and starve the TransAl aska Pipeline (TAPS) from oil
They are not seeking to stop creation of new national nonunents,
but to nake the process better.

3:33:48 PM
SENATOR STOLTZE joined the commttee.

3:36:11 PM

RANDY RUARO, Staff to Senator Stedman, Al aska State Legislature
Juneau, Al aska, said that Senator Stednman had proposed on page
2, lines 10-15 and lines 24-26, to insert |anguage that rem nds
the federal governnent that there is already in statute the "no
nore clauses” of Alaska National Interest Land Conservation Act
(ANILCA) that were intended to prevent wunilateral exercise of
federal authority to designate nore w lderness areas or parks in
Al aska. Hi s |anguage supplenments the intent of the resolution
well, which is to add clarity and boundaries to the exercise of
executive authority.
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CHAIR G ESSEL asked M. Turner if the change was acceptable to
t he sponsor.

MR. TURNER answer ed yes.

CHAIR G ESSEL renoved her objection and the Senate CS for CSHIR
18, version N, was adopted.

SENATOR STEDVAN noted that a couple of the national nonunent
procl amati ons had been abolished: one in Lake Lewis and d ark,
Mont ana, and another one the Shoshone cabins in Wom ng. So,
apparently, it can be done.

MR. TURNER commented that national nonunments had been abolished
in the past for a couple of reasons: one is a national nonunent
that later on was determined to not be that historically
significant; another one was a site explored by a French
explorer in North or South Dakota and it was |ater determ ned
that explorer was never at that site. Another in New York was
taken over and turned into a state/national park.

SENATOR M CCI CHE said what is scary about the Antiquities Act is
that the one that was vetoed by a state in Jackson Hole,
Wom ng, was not overridden by the court.

MR. TURNER summari zed that there are over 300 million people in
this country, but the power to create a national nonunent rests
entirely in the hands of one person who can't seem to be
chal I enged on any | evel.

3:41: 30 PM

SENATOR COGHILL offered Anmendnent 1 on page 2, line 15, to
delete "by federal legislation" and say that no nore land in the
state shoul d be set aside, period.

CHAI R G ESSEL obj ected for discussion.

SENATOR STEDVAN said it was fine with him

MR. RUARO said the amendnent is inportant because the "no nore
cl ause” has expanded beyond Ilegislation by Congress to
uni l ateral action by the president, as well.

MR. TURNER sai d the sponsor approves of the change.

CHAIR GQESSEL renoved her objection and wthout further
obj ection, Amendnent 1 was adopt ed.
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3:44: 30 PM

SENATOR M CCI CHE said considering the Jackson Hole case, which
used the Antiquities Act for a national nonunment, he wondered if
ANI LCA could give Alaska standing if the same issue occurred
under the "no nore cl ause.™

MR RUARO replied that ANILCA gives Alaska a very strong
position of standing if that sane situation were to occur here.

CHAIR G ESSEL opened public testinony and finding none, closed
public testinony.

3:45: 47 PM
SENATOR W ELECHOWBKI joined the commttee.

SENATOR W ELECHOWEKI asked how many acres President George Bush
expanded under the Antiquities Act.

MR. TURNER replied that he didn't have that nunber in front of
him but would get it.

SENATOR W ELECHOWSKI asked how many new national nonunents
Presi dent George Bush establi shed.

MR. TURNER answered that he didn't see one on his |ist.

SENATOR WELECHOANSKI said he thought that list mght be
i naccurate and asked if he had a listing of how many presidents
est abl i shed national nonunents.

MR. TURNER answer ed 16.

SENATOR STEDVAN remarked on the nmagnitude of the inpacts on
Al aska regardl ess of which president did it and he thought there
woul d be nore enphasis on Alaska in the future.

3:48: 37 PM
SENATOR M CCICHE said it |ooks there were 15 by President Cbama
and President George Bush did 6.

MR. TURNER corrected his previous testinony and said 6 were
created under the second President Bush

SENATOR W ELECHOWBKI said his 2009 article says President Bush

i nvoked the Antiquities Act to establish three marine nonunents
that protect 125 mllion acres of habitat, and according to the
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article, it was the nobst sweeping use of the Antiquities Act
since 1906. He asked if the resolution could be nade nore bi-
parti san.

CHAIR G ESSEL responded that the information in his article was
outdated and that President Oobanma had created 15.

SENATOR W ELECHOWBKI asked if the legislature took any action or
do any resolutions when President Bush wundertook his "npst
sweepi ng actions since 1906."

MR. TURNER replied that he wasn't aware of any and expl ai ned the
point they are trying to make is that an unprecedented nunber of
national monunments had been created and expanded in this state
in the space of two years and one nonth

3:51: 03 PM

He wunderstood Senator Welechowski's point about pointing a
finger at the current admnistration, but this is for future
admnistrations. The point is that a public process should be
created that brings everyone to the table instead of just one
person having the ability to create a national nonunent.

3:51: 38 PM

SENATOR W ELECHOWBKI asked if they should urge revocation of al
national nonunents that have been invoked by presidents without
congressi onal approval as part of this resolution.

MR. TURNER answered that was not part of Representative
Mllett's resolution and there is a concern about what could
happen to ANVR when President Cbama visits Al aska.

3:52:26 PM

SENATOR STEDMAN asked the committee to reflect that Sitka under
President Taft was nunber 24. On the repeal issue, if they were
to do that, it would be attractive to ook at d acier Bay, which
is the area lost to subnerged | ands.

3:54: 38 PM
SENATOR M CClI CHE commented that the focus on Al aska seened to be
fromPresident Carter with Admralty Island.

SENATOR COSTELLO noved to report SCS CSHIR 18( ), version N as
anended, from commttee wth individual recomendations and
attached fiscal note(s). There were no objections and SCS CSHIR
18(RES) was reported from Senate Resources Standing Comm ttee.
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3:55:42 PM
At ease from 3:55 to 3:57

SB 101- STATE PARKS FEES & SALES OF MERCHANDI SE

3:57:17 PM
CHAI R d ESSEL announced the consi deration of SB 101.

BEN ELLIS, Director, Dvision of Parks and Qutdoor Recreation

Department of Natural Resources (DNR), Juneau, Al aska, said SB
101 is necessary to allow the Division of Parks and Qutdoor
Recreation to sell state park nerchandise to retailers ensuring
a fair and reasonable return to help support state park
operations, thereby reducing reliance on the general fund.

SB 101 would add a new subsection to AS 41.21.026 to grant the
DNR the authority to sell the retailers state park-thened
nmerchandise for informational, educational and pronotiona
purposes to support park operations. The new subsection that
would allow the departnent to establish prices for park-thened
nmerchandise is to ensure a fair and reasonable return. It would
al so renove | anguage in AS 41.21.026(a) requiring all fees to be
collected in a park unit, making clear that the departnment has
the authority to collect fees at |ocations outside of park
units.

3:58:48 PM

MR. ELLIS said the bill is needed to help the division get nore
revenue. The division currently generates about $3 nillion
annually from park fees and 33 percent of their operating budget
is covered by these fees. Fees were raised across the board
going into the 2015 season projecting the same usage as |ast
year and that results in about a 42-44 percent increase in
revenue. It has been his and the conm ssioner's goal to find
alternative ways to help fund nore recreational opportunities in
Al aska. A nunber of states use this nodel; South Carolina has
done it for 10 years and raises about $1.72 nmillion annually
above what their nmerchandising program costs to run. This
proposal would get Al aska going in that direction.

SB 101 would allow the state to create, purchase and sel

authentic state park nerchandise to retailers thus providing
opportunity for private businesses while generating revenue for
the state. Currently, he could find only one source for
purchasi ng state park nerchandise and it's on |line. One can pick
any state park in Alaska and are able to buy a T-shirt, sweat
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shirt, hat, whatever, and the state receives no funds from that
enterpri se.

He said with this legislation that Al askans who buy authentic
Al aska state park nerchandise could be confident that their
purchases woul d benefit the state parks they care about.

4:01: 26 PM

MR, ELLIS related that four years ago, they just had conpleted a
40-year celebration of Alaska state parks and had a nunber of
beauti ful photos in a photo contest. He thought what great note
cards they would be and put eight of the wi nning photos on a
bl ank notecard along with the name of the photographer, the
| ocation, and technical information. It was put into a nice
package that could be sold. H's intent was to charge $15 for
what cost them $5.28 to create and it was going to go toward
operations. Unfortunately, current statutes say that parks can't
sell anything - canp fees, fire wood, whatever - for profit.
That was the beginning of his starting to |ook at what other
states do. He said that 39 other states have sone type of a
mer chandi sing program South Carolina has the nost successful.

SENATOR COSTELLO said she renenbered this issue from previous
| egislatures and asked if raising park fees needs a statute
change.

VR. ELLIS answered yes, because AS 41.21.026(a) lists
informational, educational and pronotional purposes. It gets
wrapped up with fire wood and other things that can only be sold
for cost.

SENATOR STOLTZE asked if Alaska has a patent or trademark on
t hese | ogos.

MR. ELLIS answered no, but a patch saying "official gear"” could
be put on with the Al aska state park logo and retailers could be
urged to put a sticker of support for Alaska state parks in
their windows. He can't get a copyright on it, but he is working
wi th people on using the Al aska grown synbol.

SENATOR STCOLTZE nentioned that the DNR and the Departnent of Law
(DAL) could give hima lot of insight on the issue of patenting
t hat woul d be useful to have

SENATOR M CClI CHE said he thought selling authentic Al askan wear

woul d be a good idea. He asked where the $350,000 would cone
fromto initiate the programand what it would be used for.
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MR ELLIS answered the $50,000 is a one-tinme capital request
The $350,000 would the ability to receive up to $350,000 from
the merchandise. If this goes forward, he wanted to do it on a
very neasured basis starting with creating $50,000 worth of
product, selling it, looking at the return, and investing it
again the following year until they get to a point of actually
havi ng enough volune to make a significant profit.

SENATOR M CCICHE asked if he plans on changing revenues from
FY16 to FY21 on the fiscal note.

MR. ELLIS answer ed no.

4:07:21 PM
SENATOR W ELECHOWEKI asked what section 3 is repealing.

MR. ELLIS answered that it basically deletes |anguage saying the
state can charge the cost of what the product is, but not for a
profit.

SENATOR STEDMAN said he had talked to M. Ellis earlier this
year about the budgets in trying to deal with the parks in
Sitka, one of which is where the Russians and Anericans changed
the flag. Quite a few people access it and the state should be
able to charge a couple dollars to help offset the cost of
running the parks. But maybe they should consider outsourcing
t he nmerchandi sing program and take sonme sort of royalty off of
it. People who are in the business of selling T-shirts or
popcorn are probably better at it than the well-neaning folks
that aren't actually in that type of business. The state could
just license the product and collect the check and not stick its
neck out too far.

MR. ELLIS responded that sonme states have that nodel, but he
| ooked at the states that generated the highest |evel of revenue
above the cost of the program and that was South Carolina that
is doing it thenmsel ves. But he was not opposed to that approach.

SENATOR STEDMAN said he saw his point, but state agencies don't
have that great a history of getting through their overhead
burden. But he supported the bill and the concept.

4:12: 42 PM

SENATOR STOLTZE concurred with Senator Stedman, but added that
Al aska doesn't have a trademark or a patent and sone conpanies
are already making these types of products. Al Al aska can
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really sell is an official sanction, which would have limted
value if it gets too expensive.

4:14:28 PM
SENATOR W ELECHOWSKI al so wondered what the state really has to
sell if it doesn't have a trademark or a patent. He thought a

ot of people would want to buy an official T-shit or hat or
sonmet hing knowing that a big chunk of it is going to the state
park system Going to a private nodel would be preferable but
the state doesn't have anything to sell.

MR. ELLIS responded that he is exploring all options. He had
conversations with Princess Lodge that wants to sell these itens
in their gift shops, because they want to pronote and support
Al aska's parks. So, he believes there are nerchants out there
that would be interested. Totem Bite is another exanple.

He didn't expect to nake as nuch noney as South Carolina does,
because the prograns are different, but it is the start of
| ooki ng at other possible revenue generating areas. Just raising
fees is not a sustainabl e nodel.

4:19:20 PM
SENATOR STEDMAN asked himto explain what the TotemBite is.

MR. ELLIS replied that Totem Bite is a state historical park in
Ket chi kan that has hundreds of thousands of visitors each year.
It is a replica of a totem village that Totem Tradi ng Conpany,
Inc., has next door to it, a nuseumthat is second to none.

SENATOR M CCICHE agreed that there is a market for gear, but
said the division already has ability in existing law for
conpetitive and exclusive comercial use permts. Even if they
used kiosks in the nost popul ar places, they wouldn't have to be
run by park enployees. They have the option right now under
existing law for soneone comng in and having such a thing with
a portion of the proceeds going to the Park Service.

MR, ELLIS answered if there is a product, yes, but he didn't
know of an Al askan state product being sold in the state.

SENATOR W ELECHOWSKI wondered if the state is violating |aw now
by selling cabins referencing deleting "in a park unit" on page
1, line 6, and he thought it would be a good idea to do
sonething about that. He asked if there could be sone other
uni nt ended i npacts coming fromthat deletion.
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MR. ELLIS said he had worked with the Departnent of Law on that
and didn't always understand |egal |anguage, but currently if
one wants to reserve a public use cabin, it is done on line; it
is not done in a unit. If one goes to a public information
center and purchases an annual parking pass, that is not done in
a unit. This language just tries to clarify what is already
bei ng done.

SENATOR COCGHI LL said this needs to be passed, because the state
is already violating |law and asked what assurances he can give
if this proceeds forward, that it gets reviewed so the state
"doesn't get tangled up in a lawsuit.” He l|iked the idea of
mer chandi sing things and having it plowed back into the parks.

MR. ELLIS gave him his personal assurance that he would have the
Department of Law look into it. The nodel he wused, South

Carolina, has a three-legged stool: they sell nerchandise in
their units nost of which have a gift shop; Al aska doesn't. They
sell them on line and they sell them in retail. Oobviously, in

the park and on line, where the State of Alaska is using it, it
woul d be assured of the return on the profit. He is concerned in
going with on line and in the units that the state would be in
conpetition with the private sector even though they would be
giving the opportunity for the private sector to purchase the
product at whol esal e.

4:27:09 PM
SENATOR COGHI LL said on line would be the best place because his
area doesn't even have ki osks.

MR. ELLIS agreed that kiosks would not be cost effective and
that the best bet would be to work with | odges like the Princess
Lodge that has a | arge volune of people com ng through it.

CHAIR G ESSEL said the National Park Service in Kotzebue has a
visitor center that sells nerchandi se and she sees that in a | ot
of other states, as well.

SENATOR STOLTZE said the federal governnent has concessionaires
at the major national parks. He asked if the division needed a
broader authority so that conservation mnded famlies wanting
to endow a cabin as a friend of the parks could be able to do
t hat .

MR. ELLIS answered that they do have that authority now It

comes through a donation from a famly that says it wants to
have it applied to a specific area or parks in general.
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4:30:26 PM
SENATOR W ELECHOWSKI said he wanted to hear from the Departnent
of Lawif on line fees are illegal.

MR. ELLIS replied he hadn't talked to them about that, but wll
have an answer back through the chair.

SENATOR W ELECHOWSKI said he thought they likely needed to pass
sonmet hing as qui ck as possi bl e.

CHAIR G ESSEL agreed and said it would be helpful to know about
the logo trademark issue. She asked M. Ellis to get that
information. She held SB 101 in commttee.

SB_ 50- Al DEA:  BONDS; PROGRAMS; LOANS; LNG PROJECT

4:32: 38 PM
CHAI R d ESSEL announced consideration of SB 50. [CSSB 50(NRG
was before the commttee.]

4:32:59 PM
At ease from4:32 to 4:34 p. m

4:34:23 PM

FRED PARADY, Deputy Commi ssi oner, Departnment of  Conmerce,
Community and Econom ¢ Devel opnent (DCCED), Anchorage, Al aska,
said he had an abbreviated set of slides to refresh people on SB
50.

NI CK  SZYMONI AK, Energy Infrastructure Devel opnent Oficer,
Al aska Industrial Developnent and Export Authority (Al DEA),
Anchor age, Al aska, introduced hinself.

MR. PARADY said the goals of the Interior Energy Project (I|EP)
are straightforward, to supply natural gas to the Interior at
the | owest possible cost to as nany custoners as possible and as
soon as possi bl e.

| nvestnents in the |EP conplenent the eventual sources of gas
supply from a natural gas pipeline which everyone hopes wll
cone forward. A key goal, he said, is the lowering of the
particulate matter (PM 2.5 in the non-attainnent areas of the
Interior, a serious health issue that the legislature has
directed to address through previous SB 23.
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MR. PARADY said the current status of the IEP is that they
diligently pursued developnment of a North Slope |iquefied
natural gas supply agreenent through a concession agreenent.
That agreenment did not work out. AIDEA and the Al aska Energy
Authority (AEA) are now evaluating infrastructure to develop
natural gas from Cook Inlet and are seeking authority to source
gas from Cook Inlet.

He said AIDEA is financing the build out of the natural gas
distribution systems 1in Fairbanks and North Pole. It has
allocated a $15 nmillion loan to Fairbanks Natural Gas (FNG and
a $37.78 mllion loan to the Interior Gas Uilities (I1QJ) for
t hose distribution systens - a total of $52.78 mllion.

4:38:22 PM

MR. PARADY revisited the reason the North Slope project under
t he concession agreenment did not proceed was because it did not
pass AIDEA s due diligence process and receive board approval.
That is why they are now | ooking at sourcing gas from the Cook
Inlet.

CHAI R G ESSEL asked himto explain the chart he was referencing.

4:38:58 PM

MR. PARADY said AIDEA takes its loan portfolio very seriously.
Phase 1 is the project suitability assessment which consists of:
proposal information, sponsor information, estimated cost and a
tineline. The AIDEA process that would follow those project
sponsor submittals answers the following: |Is the project
consistent with AIDEA's initiatives? Is it feasible? Wiat is the
proponent's experience and capability? Are they capable of
delivering what they are proposing? And, is AIDEA the right
source for financing?

The output is a suitability report; the decision-mking would
cone froma project evaluation commttee.

Phase 2 has the full-blown feasibility analysis, which is the
busi ness and financing plan, the schedule, its execution and
devel opnent plan. The AIDEA process is the asking whether the
building and financing plan is attainable. Is there public
support for it? Wiat is the timng and status of the project?
What are the risks? The output of that piece of due diligence,
which cones from the Investnment Conmittee, is the reinbursenent
agreenent and term sheet and that goes to the Al DEA board.
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Phase 3 asks for the deal's structuring and due diligence, which
is the final execution plans and final financing plans.

Phase 4 is the finalization and closing. The North Sl ope project
did not reach this finalization and cl osi ng phase.

MR. PARADY said the concession agreenment for the North Slope
project with MM, was a long involved process. The equity
partner in that agreement offered $80 mllion for private
capital through North Leaf, but the details surrounding the
i quefaction plant soared to $280 million, the deliverables
weren't there in ternms of timng and so it did not reach phase 4
finalization and closing. The concession agreenent was
term nated prior to phase 4.

4:41: 23 PM

MR. PARADY provided a quick snap shot of project conparisons. He
said the natural gas supply for Cook Inlet is not certain, but
indications are positive. On the North Slope there was an
abundant supply at |low cost and other contracts in place for
sonme of it, but designing and constructing an LNG plant for
North Sl ope conditions is expensive. That will be cheaper com ng
from the south as that has lower trucking costs and a |arge
trailer potential. He noted the declaration of energency on the
Dal ton H ghway and if the project were connected to an LNG pl ant
on the North Slope, not one single truck would be noving for a
substantial period of days. If that were to occur in deep w nter
conditions in Fairbanks, an ultimte storage facility would be
needed to assure reliable supply.

4. 42: 43 PM

Trucking is nore expensive from the North Slope, but it 1is
feasible. He said the Dalton H ghway risk which is a sonmewhat
new devel opnent and that storage and distribution is essentially
the sane in either project.

4:43: 32 PM

MR. SZYMONI AK took over the presentation. He noted that the
supply of natural gas is not certain and being explored through
a conpetitive conmercial process. He exhibited a slide that
indicated an 80 bcf of Interior gas demand for 10 years. That
conpares with about 1 tcf of existing natural gas reserves not
i ncl udi ng undi scovered fields or recently discovered fields like
Kitchen Lights or Cosno, which are anticipated to have
significant, producible comercial volunmes of natural gas. A
scale of the last 10 vyears of LNG exports out of the
ConocoPhillips LNG plant indicated exports approaching 400 bcf
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in the last 10 years, which is vastly greater than what is
expected to go to Interior Alaska over the next 10 years. If the
Agrium Pl ant were restarted, it would nean about 30 bcf/year. At
full build out the Interior demand is expected to be about 9.5
bcf. This includes both natural gas utilities as well as Gol den
Vall ey Electric Association (GVEA) - and it would take a nunber
of years to conplete very anbitious customer conversions to
nat ural gas.

4:45: 14 PM

SENATOR COGHI LL said he couldn't anticipate this project going
forward nore, but there was the question of gas supply a couple
of years ago and asked why this gas concept is different now.

MR, SZYMONI AK expl ained that AIDEA is a market driven authority;
they respond to the market and support the private sector. One
of the big indications that Cook Inlet nmay be a viable source

was that the private sector - Hlcorp and Wstpac - started
proposing solutions to bring natural gas for LNG fromthere into
the Interior market. In addition, Cook Inlet gas discoveries

that were in large part due to the tax incentives as well as the
two jack wup rigs, one of which AIDEA participated in the
financing of, are significant. So they have been in prelimnary
di scussions with producers and Cook Inlet wutilities to get a
sense of where the nmarket is heading. There is reason to be
optimstic that gas could be available. Before they commt to
Cook Inlet that wll all be vetted through a commercia
solicitation to determne what gas is available and if it's
available at a level of security that is adequate for Interior
utilities.

MR. PARADY offered that the gas supply team - DCCED, Al DEA, AEA,
and DNR - is developing the best information to understand the
Cook Inlet gas situation. The question they have been asked is
how they can be confident with the gas supply today in relation
to the brown-outs people worried about three years ago and the
answer is a function of Cook Inlet Natural Gas Storage Al aska
(CINGSA) that has inproved gas storage, a function of incentives
t hat have been operating in Cook Inlet. It is also a function of
the success of independent operators that have cone into play
beginning with Hilcorp, which acquired Marathon and Chevron
assets. There have been 75 new oil and gas exploration and
devel opnent wells drilled since 2009; 36 have been conpleted as
gas wells, an average of 7.2 new wells a year. The Kenai Loop
gas field was discovered in June 2011 with sustained production
beginning in January 2012. Gas reserve additions have conme from
producti on enhancenents, conpression additions, new conpletions
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of high probability pay intervals, and new conpletions of
potential pay intervals. And then the DNR analysis to this point
has excluded the Kit chen Li ghts and Cosnopol i tan gas
di scoveries, both of which are in devel opnment but are not yet
produci ng.

So, one of the questions to be ascertained in the gas supply
agreenent will be essentially the deliverability of gas to the
pipe for the Fairbanks demand and sustainability of the gas
reserves. M. Parady said the mmjor wutility operator in the
Anchorage area, Enstar, has gas supply under contract through
2018 and is looking to place contracts for their forward demand.
Gas supply will be put under contract for Fairbanks through the
utilities - FNG 1QJ, and GVEA - for a 5-10 year period. It is
worth contenplating that this project is viewed as a bridge to a
future gas line, but as the uncertainties are weighed, decisions
w Il have to be nade about the longevity of terns they seek from
the market in placing the contracts. Those wll be private
sector decisions rather than Al DEA deci sions.

SENATOR COGHI LL said IGJ is not private sector.

MR. PARADY clarified that a better way to say that is that they
are non- Al DEA.

4:51: 04 PM

MR. SZYMONI AK said slides 7 & 8 show the project plan for the
North Sl ope that has been pursued for the last two years and the
one after showed the Cook Inlet alternative. He next reviewed
the value chain to describe AIDEA' s approach to allowng the
private parties to put together the financing.

For the North Slope LNG project, two of the Interior utilities
came to the project with executed natural gas supply contracts
in hand. AIDEA anticipated using one of those contracts through
proj ect developnment. For LNG production, AIDEA's plan was to
partner with the private developer. They went through a
conpetitive process and selected MW and then spent a
significant period of time advancing the project wth it.
Legally, that resulted in a concession agreenment on which Al DEA
woul d own the LNG plant and MMH s private investor they brought
to the project would finance, operate and construct the LNG
pl ant . MM would lead the process under the concession
agreenent; they were responsible for getting the construction
contract, the operating contract, and signing the offtake
agreenents with the utilities. Once the concession agreenent was
signed, AIDEA took the backseat and hoped to assist and
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facilitate. Utimately the costs cane in too high for this
project and the contracts with the utilities were not signed and
it did not make it through AIDEA's due diligence process.

4:52:43 PM

Al DEA expl ored the trucking conponent and discussed owning sone
trailers with the utilities, but at no point did Al DEA have any
interest in operating the trucking operation. They expected that
conponent to be resolved through a conpetitive private market.

The three Interior Uilities - Fairbanks Natural Gas, Interior
Gas Utility and CGolden Valley Electric - cooperated on LNG
storage and regasification and worked together to plan the
entire val ue chain.

4:53: 37 PM

MR. SZYMONI AK said the Cook Inlet LNG alternative is visually
much the same project with the big difference being that the
Cook Inlet alternative has a gas supply in hand. AIDEA wll
eval uate the proposed projects and determ ne which ones are the
nost promising, nove through the conpetitive process into
negotiation and then determ ne which one is the best partner to
finance.

The utilities wll be engaged the entire way through, he said.
While AIDEA is working with DCCED to explore and secure gas
supply and go through the RFP process for Iliquefaction, it is
known that all the way through that it's not going to be Al DEA
that owns or even signs the contracts wth the private
developers. It wll be the wutilities. ADEA is playing a
facilitating role to aggregate and rationalize the demand from
the three Interior utilities and cone up with one conmmercial
approach as opposed to forcing the private developers to try to
negotiate three i ndividual gas supply and LNG capacity
agreenents with three different utilities.

4:55:25 PM

MR.  SZYMONI AK noved to the transportation pieces saying the
options were trucking or railroad and at this point their plan
is to use trucks. Just like the North Slope, they expect the
trucking cost to be much lower than off the North Slope, but
they are working with the Railroad to determine if rail is a
cost effective alternative. He noted that SB 50 includes
provision for AIDEA to finance a small dianmeter pipeline. |If
that is the case it will replace the LNG production as well as
the transportation. The mechanism for that to happen would be
through this conpetitive RFP process that is exclusively open to
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pi peline devel opers. If a devel oper can denonstrate that it is
the preferred neans to transport natural gas to Fairbanks, Al DEA
will work with them and try to cone to a financing agreenent
where the private developer builds and operates the pipeline
with some AIDEA financing to achieve the goals of the IEP. The
[imt of that pipeline is 12 inches or |ess.

SENATOR M CCICHE said it not only cuts out the LNG production
and transportation, but it also cuts out the storage and re-gas
facilities wunless there was a supplenental system with the
exi sting liquefaction capacity.

MR, SZYMONI AK said that was correct.

CHAI R G ESSEL said AlDEA and DCCED are state governnment and were
al so working together in conpetitive solicitation for contracts
and she was unconfortable wth government stepping in to
contract negotiations that should be done by the utilities.

MR. PARADY said that AIDEA's role is to facilitate that ongoing
process with the utilities. Looking at the history of energy
supply issues in the Interior, it is arguable that the private
mar ket has not succeeded in supplying what amounts to relatively
small levels of demand. One of AIDEA s successes to this point
with this project is the Pentax acquisition, which is under due
diligence review now, where there is an opportunity to conbine
the two utilities - FNG and 1GQJ - and not have two separate
entities operating, not have two separate admnistrative
structures, two different netering systens, and two different
war ehouse systens. The market, itself, is small and conbining
the two entities is a success.

CHAIR G ESSEL noted that the state gives credits and incentives
to develop the gas supply in Cook Inlet and now it is stepping
in and negotiating contracts with those sane folks. It doesn't
sound too free "market-ish."

MR. PARADY responded that, however it sounds to her, that Al DEA
is applying its analytical skills and its investnent tools to
support the nmarket. It is not trying to bypass the private
sector; it is trying to find a way to help the system
rationalize itself.

4:59: 28 PM

SENATOR STOLTZE said he was wapped around the HB 132 argunent
and asked how a conpeting gas line fits in.
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CHAIR G ESSEL said time has run out and others still want to
testify so she would continue the discussion of SB 50 at a |l ater
tine.

5:00:40 PM

CHAIR G ESSEL adjourned the Senate Resources Committee at 5:00
p. m

SENATE RES COW TTEE -21- April 10, 2015



