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ACTI ON NARRATI VE

3:30: 39 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, Coghill, Stoltze, Costello, and
Chair G essel.

HB 137- HUNT/ FI SH TRAP: FEES; LI CENSES; EXEMPTI ONS

3:31:17 PM
CHAIR G ESSEL announced the consideration of HB 137 [CSHB
137(FI N)am was before the conmttee].

REPRESENTATI VE TALERI CO, representing District 6, Al aska State
Legi sl ature, Juneau, Al aska, sponsor of HB 137, explained that
this nmeasure is a response from a lot of individuals who are
concerned about raising hunting and fishing license and tag
f ees.

He explained that a deficiency exists between the cost of
managenment needs and the revenue that is brought in by the
license and tag fees. The biggest change HB 137 nakes is that it
rai ses resident and non-resident fishing, trapping and
conmbination license fees to help deal with this deficiency. The
nost significant change in any of the fees is to the non-
resident fee for big gane tags. HB 137 also changes eligibility
for low income licenses: rather than inserting a number into
statute, it actually switches over to the federal poverty |evel

which is currently set at $8,200 but changes on a routine basis.

This bill has gone through several iterations and now has a
voluntary fish and gane conservation decal available potentially
for non-consunptive users of the resource, although a l|ot of
active hunters and fishernen may also purchase the decal to
continue to provide funding for wldlife conservation and
fisheries. The current fishing surcharge in the bill wll be
conbined with the fishing and license fee once the hatchery
bonds are paid. The fishing license fee won't increase, but the
$9 would remain with the current fee, which was added in the
House Fi nance Committ ee.

HB 137 raises eligibility for the hunting, fishing and trapping

license exenption from age 60 to 62 and requires renewal every
three years. This is over concerns that sone people have been
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issued a lifetine license and aren't Alaska residents anynore
but still conme back to Alaska and use their lifetime |icense.

HB 137 also raises the age required for residents to obtain an
actual free license from 16 years old to 18 years, because these
people are still potentially high school students who may not be
out in the adult workforce.

REPRESENTATI VE TALERICO said it has been over 17 years since
non-resident fees had been raised and 24 years for resident
fees. He concluded that HB 137 is all about opportunity and the
ability to ensure that Alaska residents have those incredible
hunti ng and fishing opportunities ahead of them

3:35:49 PM
CHAIR G ESSEL said to her this bill represents an effort by
Al aska Departnent of Fish and Gane (ADF&G) to be nore self-
supporti ng.

SENATOR STEDMAN asked for a wal k-through and justification for
the significant change of 50 to 100 percent. He also wanted nore
expl anation on the bonded indebtedness of the hatcheries,
because he was wunder the inpression that the enbedded price
increase for sporting fishing licenses was to pay for those two
hat cheries - one in Fairbanks and one in Anchorage - would go
away when the bonds are paid.

SENATOR STOLTZE asked that the Departnent of Law (DOL) discuss
the Carl son issues at sone point.

SENATOR G ESSEL responded that they will not exhaustively hear
the bill today, but there will be other opportunities.

3:38:33 PM

JOSHUA BANKS, staff to Representative Talerico, Al aska State
Legi sl ature, Juneau, Al aska, said a legal opinion on the Carlson
cases from Legislative Legal was in their packets. According to
that opinion, the Carlson cases apply to commercial fishing and
not this bill. This bill deals solely with recreational hunting
and fi shing.

SENATOR G ESSEL asked Representative Talerico if he would |ike
to address Senator Stoltze's questions.

REPRESENTATI VE TALERI CO responded that M. Banks could rapidly
go through a sectional analysis.
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MR. BANKS provided a sectional analysis of HB 137 as foll ows:

Section 1 repeals authorization for noney fromthe Fish and Gane
Funds to pay for hatchery bonds.

Section 2 raises the resident license requirenment age to 18
years and the exenption age to 62.

3:40: 05 PM
SENATOR W ELECHOWSEKI j oi ned the conmitt ee.

Section 3 raises the resident sport fishing license from $15 to
$20 and the fee for residents who are blind from $0.25 to $0. 50.

Section 4 deals with the sport fishing surcharge, bonding that
with the resident sport fish |license.

Section 5 raises the hunting |license from$25 to $30.

Section 6 deals wth the hunting and trapping conbination
i cense from $39 to $45.

Section 7 raises the trapping license from $15 to $20.

Section 8 raises the hunting and fishing conbination I|icense
from$39 to $45.

Section 9 anmends section 8 of this bill by conbining the $9
surcharge into the resident hunting and fishing |icense.

Section 10 raises the hunting, trapping and fishing conbination
license from $53 to $60. It also changes the low incone |icense
eligibility so that a person is only eligible for the | ow incone
license if they neet the federal poverty |level requirenent.

3:41: 28 PM
Section 11 anmends section 10 by adding a $9 surcharge into the
fishing, trapping, and hunting conbination fee.

Section 12 anmends the non-residents sport fishing license from
$50 to $60 for a 14-day license, from $30 to $40 for the 7-day
license, from $20 to $30 for the 3-day license and from $10 to
$15 for the 1-day license.

Section 13 adds the $9 surcharge into the non-resident sport
fishing |icense fees.
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Section 14 raises the annual non-resident sport fishing |icense
from $100 to $150.

3:42:39 PM
Section 15 adds the $9 surcharge into the annual non-resident
fishing |icense.

Section 16 raises the non-resident hunting license from $85 to
$130.

Section 17 increases the non-resident hunting and trapping
conbi nation license from $250 to $350.

Section 18 increases a nunber of the non-resident big gane tag
fees for black bear from $225 to $600; brown or grizzly bear
from $500 to $1,200; bison from $450 to $900; caribou from $325
to $650: deer from $150 to $275; elk and goat will now be $575

noose from $400 to $800; sheep from $425 to $850; wol verine from
$175 to $325; and nusk ox from $1,100 to $2, 200.

Section 19 makes multiple anmendnents. It conforns anendnents to
raising the age for eligibility for a permanent |icense from 60
to 62 and raises the age one needs to have a license from 16
years to 18. It also raises the waterfow conservation tag from
$5 to $10.

Section 20 raises the snmall game hunting license from $20 to
$30.

Section 21 raises the non-resident alien hunting |icense from
$300 to $600.

3:43: 57 PM

Section 22 doubles the non-resident alien big game tag fees for:
bl ack bear to $600; brown/grizzly bear and bison to $1, 300;
caribou to $850; deer to $400, elk and goat to $800; npose to
$1,000; nusk ox to $3,000; sheep to $1,100; and wolverine to
$500.

Section 23 raises the resident King salnon tag from $10 to $15
and nakes conform ng anendnents to the blind |icense increase
the exenption age to 62 and the license requirenment age to 18
years.

Section 24 raises all six non-resident King salnon tag fees: $15
for 1 day; from $20 to $30 for 3-days; from $30 to $45 for 7-
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days; from $50 to $75 for 1l4-days; the annual tag from $100 to
$150 and the annual non-resident mlitary tag from $20 to $30.

3:45:11 PM

Section 25 has the new fish and gane conservation decal, which
is voluntary, for $20. This section has intent |anguage saying
that the legislature nay appropriate these funds to Fish and
Wl dlife Conservation prograns.

Section 26 raises the required age to have a sport fishing,
hunting and trapping |icense from 16 years to 18. The provisions
in this section about non-residents are not amended. This
section also amends the age that a resident can get a free
hunting, fishing and trapping license from 60 years to 62. It
al so creates a requirenent that those eligible for this |icense
will have to renew it every three years starting in 2019.

Sections 27-31 nmmke conforming anmendnents to raising the
eligibility age from60 to 62.

Sections 28 and 29 allow a resident to hunt and fish on behal f
of a person with a devel opnental disability.

Section 32 is a nunber of repealed statutes regarding the fish
hat cheries and the surcharge.

3:46: 37 PM

Section 33 creates transition |anguage for those who are over 60
years and currently eligible for the free hunting and fishing
license so that they will continue to be eligible.

Section 34 requires the ADF&G commi ssioner to notify the Revisor
of Statutes when all costs associated with the fish hatchery
bonds under AS 37.15.765-799 are paid and all obligations are
fully net.

Section 35 crates a conditional effect so that sections 1, 4, 9,
11, 13, 15, and 32 of this bill will not be in effect until the
Revi sor of Statutes is notified under section 34.

Section 36 adds uncodified | anguage stating that sections 1, 4,
9, 11, 13, 15, and 32 wll be in effect January 1 of the
cal endar year following the notice in section 34.

Section 37 creates an effective date for the rest of the bill,
which is January 1, 2016
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3:47: 53 PM

SENATOR STEDMVAN said it's a good idea to hold this bill through
the interimand into next January because of its magnitude. They
shoul d have a review of the Carlson case because nobst recognize
that it is a comercial issue, but there is concern over any
tie-ins with sport and unforeseen inpacts. He agreed that the
DOL should be in front of them for a discussion. He would al so
like having a review of the hatcheries' history and status. One
of the issues is the challenges Senator Stoltze has in his
district with sport fish and seeing if senators outside of that
area can cone up with a better feel for what he struggling with
and sonme solutions, part of which is the hatchery. Both of those
itens would tie into conponents of this bill. The fee structure
di scussi on and how ADF&G shoul d be restructured coul d happen

3:49: 47 PM
CHAI R G ESSEL opened public testinony.

DI CK ROHRER, representing hinself, Kodiak, Al aska, said today he
was just listening to the issues related to HB 137.

3:50: 16 PM

Rl CHARD BI SHOP, Col dstream Vall ey, Fairbanks North Star Borough

Al aska, supported HB 137. He is a retired gane biologist and a
traditional hunter, fisher and trapper. He is an advocate for
sound fish and game managenent as well as the opportunity for
all Al askans to take advantage of these resources.

He said HB 137 provides a needed boost to ADF&G funding that
will inprove managenent of sport fish and wldlife resource
prograns that benefit all Alaskans as well as wvisitors. It
provi des the neans to capture nore of the available federal aid
(Pitman Robertson federal restoration dollars) to fish and
wldlife restoration. It wll allow support of inportant
prograns such as intensive gane managenent, Endangered Species
Act issues and public education where federal aid dollars can't
be used.

3:54: 05 PM
AL BARRETTE, representing hinself, Fairbanks, Al aska, wanted to
work over the Interimto make HB 137 a really good bill.

3:54: 46 PM

CGECRCE PIERCE, representing hinself, Kasilof, Al aska, agreed
Wi th sonme provisions of HB 137 but not others. He said "no" to a
sockeye stanp; it's ridiculous. The people of Al aska own those
resources and shouldn't have the fees raised. The personal use

SENATE RES COW TTEE - 9- April 16, 2015



fishery is subsistence and residents are entitled to the fish
and ganme first.

He w shed sonmeone would amend the bill to raise hunting and
fishing fees on guide services that take non-residents out and
make tons of noney on them He also urged a review of guide fees
to know how nmuch they really do pay.

He said this bill does not need to be fast-tracked. Over 90
percent of testinony has conme from the guides who want to raise
fees for residents. He agreed with raising fees on non-residents
by 100 percent but not on residents.

3:56: 34 PM

TOM BROOKOVER, Di rector, Division of Sport Fish, Al aska
Department of Fish and Gane (ADF&G, Anchorage, Al aska, said he
was avail able for questions on HB 137.

3:57: 00 PM

EDDI E CGRASSER, representing hinself, Palner, Alaska, supported
HB 137 and provided sonme history of the issue. Over 100 years
ago, people like Teddy Roosevelt initiated a process that was to
becone known as the North Anerican Mdel for Wldlife
Conservati on, which is "undoubtedly the nost successf ul
conservation structure that has been devised by mankind," he
said. It took things like wild turkey, black tail deer, Rocky
Mountain elk, fromvirtually being on the verge of extinction to
thriving popul ati ons.

One of the central ingredients of this nodel is that sportsnen
agreed to pay for it. That is what this legislation is doing.
They are comng to the legislature and asking for these |icense
fee increases. They know that in order to go hunting and fishing
sonebody has to nmnage those resources and do it in a way that
the harvestable surplus is known. Wthout adequate funding the
departnent can't do that. If people think they can go hunting
and fishing anyway even if they don't pay, the state could fal
back on precautionary rule and not allow expanded seasons and
harvest |imts that people enjoy right now, because of prograns
i ke intensive managenent.

MR. GRASSER t hanked Representative Talerico for introducing this
| egi slation and | ooked forward to working on it in the Interim

4:01: 14 PM

GARY STEVENS, |obbyist, Alaska Qutdoor Council (AQOC), Chugiak
Al aska, said he wanted to talk about intensive managenent and
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the surcharge that is not currently in HB 137. ACC is grateful
for the agency funding of intensive mnagenent (IM prograns
during tinmes of financial prosperity. Now that it's not the
case anynore, AOC s nenbership is willing to step up and help
pay for the continued funding for |IM progranms that benefit all
Al askan hunters. After all, hunters are taking a public resource
for personal use and it only makes sense that they would help
fund the departnment to ensure that the IM prograns, which
i nclude predator/prey managenent, habitat inprovenent, survey
and inventory assessnments that continue when the state is
| acking the necessary funding. It's critical to the future of
t he ADF&G and managenent of the state's renewabl e resources.

MR. STEVENS related that AOC has 48 different club nenbers in
the state representing about 10,000 people. The $10-1M surcharge
that is not part of the bill now has a three-year sunset and
| egi sl ative oversight. It's critical to take advantage of the PR
funds that are absolutely necessary for reasonable nanagenent of
the state's resources. At their annual neeting in February, 21
clubs were represented; they went through HB 137 and didn't

support it as witten but were willing to work on it in the
Interim
4:03: 33 PM

RON SUMMVERVI LLE, representing hinself, Juneau, Al aska, said he
is also a nenber of the Territorial Sportsnen, and becane
interested in the license increase issue in HB 137 mainly
because he was here when Governor Hickel asked the departnent to
take a 5 percent decrease; he wanted 5 percent decreases for
four years. Both sport fish and wildlife had sone general fund
(GF) nonies that maintained conmmercial fisheries weirs, counting
towers and other things and that just disappeared. This year's
budget takes another $3 to $4 million in general fund nonies out
of sport fish and wildlife, and he predicted that would continue
until those divisions were gone.

MR. SUWERVI LLE said he tal ked his organization into |ooking at
ways to convince the legislature to allow themto pay nore fees
to carry on these prograns. It's been 22 years since general
license fees have increased and they want to increase them
enough to not only neet present demand but a little out into the
future, too. They found that it takes a 63 percent increase in
all those fees just to bring them up to inflation level. Wth
ADF&G and 30 ot her organizations, a conprom se was developed in
which residents take a 80 percent increase and non-residents and
tag fees a 100 percent increase, and 50 percent for general
licenses. The reason is to have sonmething that is consistent.
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He displayed a graph showing a $10 million separation between
the Pittman Roberts nonies available and how nmuch the departnent
has been able to obligate. That has to be obligated in a two-
year period or else it reverts back to the federal governnent.
He said, "W're way behind the power curve right now on matching

federal nonies.” He also displayed a map of the IM predator
control prograns that are required by the legislature, and he
asked the House Finance Conmttee, if they don't get I|icense

increases this year, which one of those progranms they want to
see di sappear and in what order, because the only noney that can
be used to nmatch those prograns is either Fish and Gane Fund
nmoney or G- noney. If a bill is not passed this year, sone of
those prograns will be | ost.

4:08: 56 PM

THOR STACEY, Al aska Professional Hunters Association, Juneau,
Al aska, supported HB 137. They would like the freedom from oi
revenue to manage Alaska's wildlife, one of the constitutionally
defined resources that shall be conserved and managed on a
sust ai ned yi el d basis.

He said 90 percent of Alaska's hunting guides are Al aska
residents who rely on non-resident clients. G ven that
rel ati onship between resident guides and a resident industry
that relies on non-resident hunters, it takes a stiff upper lip
to support a 100 percent fee increase on non-resident tag fees
knowing that resident guides have to sell those increases.
At the sane tine, they are not asking for the state to help sel
their hunts. They are confident they can continue to do business
as before and generate nore revenue for the state.

MR. STACEY said they are asking to pay nore to ADF&G to maintain
Al aska's primacy of wldlife managenent in the state. If they
don't have the nobney to do inventory counts and rely on the
federal |and managers to do those things, Alaska's fate wll be
di ctated by sonebody else. The industry feels it's their job and
their obligation as sportsnmen ask to pay nore. He wanted this
body to recognize that they are working wth a coalition of
groups that includes resident interests. This is a good wll
effort by Al aska hunters and sportsnmen and by industry.

4:11: 33 PM

He explained that the House Finance Committee Substitute for HB
137 increased sone fees beyond the 100 percent |evel for non-
residents on black and brown bears. These are issues of fairness
and good faith. This is a good faith effort to free Alaska's
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wildlife managenent from the vagaries of oil price and oi
producti on.

4:12:31 PM

DOUG LARSON, representing hinself, Juneau, Al aska, felt the fee
increases in HB 137 were not adequate. He has |ived, hunted and
fished in Alaska all his life. He served as director of the
Division of WIdlife Conservation in 2007-2010. As a result, he
understands the challenges that go on with the budgets for that
division and to sonme degree the Division of Sportfish. He
understands the inportance of general funds and the graci ousness
the legislature has had in the past to provide ClIPs for things
like intensive managenent (IM and other wldlife related
prograns, which includes Endangered Species listing prevention
research and inventory work.

He supports the Sportsnmen's Coalition proposed rates and felt
the amobunts in the existing bill are insufficient to maintain
those viable prograns. He encouraged increasing rates,
particularly on the resident side.

He heard that legislators don't want to raise resident fees too
much and can appreciate that. However, it's inportant to note
that non-resident hunters make up |less than 20 percent of the
hunters in Al aska each year and take relatively few gane, but
they contribute 75 percent of the Fish and Gane Fund. Resident
hunters make up about 80 percent of the hunters in Al aska each
year and contribute about 25 percent to the Fish and Gane Fund
and there is a simlar relationship on the sport fishing side.

This isn't so nmuch a reflection of inappropriately high non-

resident fees, which, in fact, are lower relative to other
states'. That is why the coalition supports a 100 percent
increase for non-residents. Rather, it's really a function of

i nappropriately | ow rates now.

MR. LARSON said he is retired now and his incone is |less than

when it was while he was working. Nonetheless, |ike many other
Al askans, he is willing and prepared to dig deeper into his own
pocket to pay a higher anmount to ensure that prograns |ike

survey and inventory, intensive managenent, protections against
ESA listings and access defense are viable.

This isn't the first tinme this issue has cone up. However, up
until now, agreenent couldn't be found anbng user groups. At
this point, there is strong board support for a higher resident
and non-resident increase.
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He said the term "IM conjures up anxiousness in many peoples’
m nds, but the fact of the matter is that funds that would cone
in through something |like a surcharge would be used not only for
IM but for habitat to see whether predator control is even the
appropriate neasure to take.

4:16: 51 PM

MR. LARSON said the state receives $2-3 nillion annually from
federal/state wildlife grants, separate from Pittman Roberts
Funds, but those need to be matched by state dollars. That's
where the idea of a conservation pass cones in, because those
funds could help match those dollars which are used for a
variety of things including research to ensure that species that
are not hunted, trapped or fished are not |isted as endangered.

There are many exanples where funds from those sources have been
resulted in preenption of ESA listings; they include yell ow bil

| oons, black oyster catchers, bats, kitlets, nurlets, and
Steller sea lions. Mre recently, funds have been used to study
Sout heast Al aska's wolves to informa petition that is currently
out to list the wilf as endangered under the ESA. That research
is costly and requires detailed in formation in order to stand
up to legal challenges. He said listings of game or non-gane
species have huge inplications for hunting, fishing, and
trapping as well as for mneral and oil exploration and
extraction, and tinber harvestings.

MR. LARSON said he served on the Governor's wildlife transition
team a team of people with a broad array of backgrounds and
interests. However, there was consensus on a nunber of itens
including the need to increase license fees and to do so
sufficiently, the need to diversify revenue sources (where the
concept of a conservation pass is inportant), and expand and
enhance intensive managenent, not just predator control. In
other words, get nore information about habitats, predator/prey
dynam cs and assessnents. An I M surcharge would help with that
specifically.

4:19: 16 PM
REPRESENTATI VE TALERI CO cl osed saying he appreciated having the
bill before the commttee. He has talked to people throughout

his district and they are where they want to be in the current
bill.

4:20: 03 PM
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CHAIR G ESSEL said she appreciated his courage in bringing this
issue up and held HB 137 in conmttee. She said this issue wll
have to be addressed as state revenue decreases.

4:20: 26 PM
At ease from4:20 to 4:21 p. m

Presentati on: AKLNG End of Session Update by enal ytica

4:21:42 PM
CHAIR G ESSEL announced the end of session AKLNG update by
enal yti ca.

NI KOS TSAFCS, partner, enalytica, Consultant to the Legislature,
Juneau, Al aska, said he would provide an update on where they
think the AKLNG Project stands now. He said they had been
monitoring the events in Juneau and want to offer an externa

audit of the governor's new idea. The project is in the Pre-FEED
stage and has a healthy agenda of things to get agreenent on
over the next year and a half in order to put a series of
agreenents before this body that would nove the project forward.

He said property tax was on the list that was neant to happen
this session. The broad understandi ng was that maybe there woul d
be a bill to authorize the admnistration to negotiate a
property tax agreenment that included paynent in lieu of taxes

but that didn't quite happen. The bigger question is if Plan B
that was put forward by the governor affected the big picture of
AKLNG. The governor introduced a new idea that has raised
guestions about alignnent between the state and the producers,
and it has raised questions about alignment within the state
between the legislature and the admnistration. They have
announced a 45-day review process of AKLNG and it's not quite
clear how that affects this tinetable.

4:25:20 PM

He offered three broad takeaways:

1. It seens the state alignment in this project is becomng a
maj or risk factor.

2. Ending up with a process with the state pursuing two projects
at the sanme tinme will underm ne both.

3. Good news is that they think some of the underlying concerns
that have led to devel opnent of Plan B can be easily addressed
within the context of AKLNG The overarching concern is that the
state not be held back by any one of the producers not wanting
to nove forward, and there are contractual ways to get around
that as well.
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4:26: 54 PM

He wanted to talk about two things: risk analysis and if there
is another way. |If your job is analyzing LNG narkets, what
things do you |l ook at? How do counter-parties, potential buyers,
i nvestors, conpetitors, or financier |ook at LNG projects? The
answer is grouped into five broad categories. You ask:

1. WII the gas supply be reliable?

2. Are the sponsors credible?

3. Is there stakeholder buy-in? Is there a broad process to
reconcile differences? An Environnmental Inpact State process?
Judi ci al revi ew?

4. Does the ecosystem support devel opnent? Are there roads and
bridges and railways to support the devel opnent of a project?

5. Is the project comrercially viable? Is the price worth the
risk and is it attractive enough relative to other prices tags?

MR. TSAFOS said M. Mayer would wal k them through an assessnent
of these five factors relative to where they were on January 1
with AKLNG where they would have been |ooking at the Plan B
i dea and how t hings | ook when the two are put together.

4:29:46 PM

JANAK MAYER, partner, enalytica, consultant to the Legislature,
Juneau, Al aska, said AKLNG Project is a very strong project on
its own. The gas supply from Prudhoe Bay is reliable; Pt.
Thonmson has a new resource that is nore technically conplex but
is well wthin the capability of the operator to produce. This
gets a green light.

Are the sponsors credi ble? The three major oil and gas conpanies
are three of the largest and nobst experienced international LNG
pl ayers. It's unusual to have this nmuch capability and expertise

on one project. They are well capitalized. Wat has truly
surprised both of themis just how commtted the three conpanies
are to this project - spending and expertise - considering the

I ong history of failed negotiations.

CHAIR G ESSEL said an April 10 letter from governor expressed
concern about what if one conmpany pulls out and asked if he
woul d address that now.

MR. MAYER said he saw that as a valid concern and there are very
established ways in the industry of dealing with that rather
than trying to create a separate project.

4:33:17 PM
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St akehol der buy-in for this project is a renarkable. The
alignnent is amazing for anyone famliar with the history of oil
and gas devel opnent in Al aska - one of conbined interest but too
frequently distrust and an antagonistic relationship of
negoti ati ng agai nst each other to try to get something done. He
was struck last year with how nmuch that was beginning to change
with the structure in which the state was an equal co-partner.

The ecosystem clearly supports developnent in a way that it
doesn't in many places in the world in terms of established
roads, facilities and infrastructure and a highly capable oil
and gas workforce. The nmmjor question nmark about the project at
this point is one of estinated cost, what that wll end up
being, what the oil prices is eventually and how this wll
conpetes with other projects elsewhere in the world on a cost
basis. This gets a yellow light with a lot of green in the all
t he ot her areas.

4:35: 04 PM

In talking about a Plan B, M. Myer clarified that the term
"standalone” is no reference to the Al aska Standal one Pipeline
Project (ASAP). They use the term to nmean a lone project to
commercialize North Slope gas and as if there were no AKLNG
Their assessnents where generous where they had questions.

A reliable gas supply gets a yellow, because all three major
resource hol ders nust be involved. O herw se where would the gas
cone from and who would have the title? Wen |ooking at these
conpanies or any major oil and gas players around the world,
it's very rare that these conpanies are involved in LNG projects
and sell from the upstream perspective and sell their gas only
at the wellhead - in fact, he couldn't think of any exanples.
These are conpanies that understand to get the maxi num val ue
fromthat gas they need to participate through a ot nore of the
val ue chain and these conpanies have a price at which they wll
be willing to do that. But it is clear if gas was produced under
a duty to produce, it would take a decade of litigation that
m ght not be successful.

Are the sponsors credible? That was narked red, because they
don't know who the project sponsors will be. The State of Al aska
woul d be one and it has substantial resources (probably second
in the AKLNG consortiumin terns of bal ance sheet strength), but
it does not have a |lot of experience in bringing a project of
this size and technical conplexity on |ine.
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MR. MAYER said successful LNG projects around the world are done
by established players with a |ot of experience. He couldn't say
much about REI, an entity with which the admnistration had
signed an MU to | ook at some of these things, because he hadn't
conme across themin any other context. As far as they can tell
REI is a small Japanese consortium of nunicipalities that would
like to purchase LNG but doesn't necessarily have previous
experience in doing so and certainly not in actually building a
liquefaction project. It seens that the desired intent is to
involve other entities at the buyer level in such a project and
being generous in thinking about who this mght involve, it
could bring on board sonme of the nobst established utilities, the
bi ggest buyers of LNG in Japan, Korea, and China. They
participate in liquefaction projects around the world but do so
as small equity owners. These are not conpanies that have any
substantial experience operating or being the driving force
behind a project of this magnitude.

He could think of two exanples of conpanies that have played a
major role in LNG projects and those are primarily upstream
conpani es not utilities.

4:41: 18 PM
SENATOR W ELECHOWBKI asked for an explanation of the red dot.

MR. MAYER answered the idea is as they think about the range of
possi ble participants, including the State of Al aska, in the
world of what is required to get a LNG project off the ground

it is not a credible conbination of sponsors.

MR, TSAFOS added that it is a niche space and credibility neans
sonmething very specific. This isn't neant to disparage the State
of Al aska, because it would apply to a |lot of players that could
be very established in other areas.

SENATOR W ELECHOWNSKI asked if it is safe to assune that the red
dot nmeans in his opinion that the SOA is incapable of building
its own gasline.

MR. TSAFCS answered a project that is primarily driven by the

SOA as a nmjority owner would have a huge wuphill Dbattle
convincing counterparties this is sonething they should sign up
for. It isn't insurnmountable, but a lot of tinme would be spent

and teans of people brought on to convince other people. It has
happened before, but it's not easy and it is tinme consum ng.

4:44: 47 PM
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MR. MAYER said on the question of stakeholder buy-in and
thinking of this in a standalone world where there is no other
conpeting project - this is the only way of comercializing
North Slope reserves - gets a green, because clearly the state
and its partners would be highly bought into that as |ong as one
could assune the gas supply was a soluble problem Ecosystemis
the same in both cases and gets a green and comrercial viability
gets a yellow, because it is yet to be proven in either case.

MR. MAYER said looking at these side-by-side, each one is
negatively inpacted. The risks to both are exacerbated by the
exi stence of the other. WIIl the gas supply be reliable? Plan B
gets a clear red as long as AKLNG exists and is progressing,
because it is one project in which the resource holders are
active participants and trying to push ahead and anot her project
that is trying to develop the sane gas reserves at the sane tine
that has already been commtted to this other project. It is
hard to see how one could approach anyone - financiers or the
Department of Energy - for an export |icense.

Where they previously marked this as a green for AKLNG it now
gets a yellow, because at the sane as the resource holders and
sponsors are developing this the state seens to be involved in
anot her conpeting project.

4:47:46 PM
SENATOR W ELECHOWBKI asked who they talked to in preparation for
this audit.

MR. TSAFCS replied they have long nade a living out of analyzing
projects and have followed Al aska gas |ine devel opnents for a
long time. They talked to the people they always talk to: the
| egi slature, the admnistration, the oil conpanies, and people
who are truly third parties. They didn't do a dedi cated survey.

4:49: 49 PM

MR. MAYER added that as external industry analysts, they have
both thought through the key enablers or things that hinder a
project for many years on every LNG project around the world.
Looki ng at these things and expl ai ning how they think about them
is a core part of what they do.

SENATOR W ELECHOWSKI asked if they have a list of their detailed

billing records of who they talked to in preparing this
docunent .

SENATE RES COW TTEE -19- April 16, 2015



MR. MAYER responded that in preparing this docunent, they talked
with thenselves and debated with thenselves passionately how
they saw these things, but there were no specific conversations
with anyone that lead to particular itens in the docunment other
than a request for a presentation.

SENATOR W ELECHOWNSKI asked if they talked to the producers who
are involved in the AKLNG project or nenbers of the Al aska
Nat ural Gasline Devel opnent Associ ati on ( ANGDA)

MR. TSAFCS responded that this risk assessnment was done between
the two of themin their offices in Washington, D.C., when news
came out of Plan B. As they forned their opinions, they talked
to a lot of people. They don't necessarily ask these people
specific questions, but they talk to legislators and oil
conpanies and live in a world where they interact with people
who are nmonitoring and working on projects. This specific
assessnent was done in isolation.

SENATOR W ELECHOWSKI said he had a hard tinme understandi ng that
there is absolutely no chance that either project wll go
forward. BP and ConocoPhillips have not expressed that concern.

MR. MAYER responded that they wouldn't say there is no chance at
all of weither project going ahead, but the risks to both
projects are substantially exacerbated by being pursued side-by-
side. The state is co-venturers with the oil conpanies and so
the conpanies have to be nore diplomatic about what they say.
Enal ytica can be | ess diplomatic, because they know sone of the
conpanies involved will be nore neasured about what they say
because they have very inportant relationships to maintain.

4:54:36 PM
SENATOR W ELECHOWSKI asked if any producers told him they had
concerns about the governor's plan.

MR. MAYER answered the general tenor of conversations not
conveyed in public coments wth producers is concern about
where they are headed.

SENATOR COGHILL remarked that a difference between the state and
its AKLNG partners is that their board of directors gets to neet
in their offices without the caneras watching them

CHAI R G ESSEL asked if the Departnent of Energy (DOE) authorized
an export license to projects that don't have gas in hand.
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MR. TSAFOS replied that in general, the DOE doesn't issue
exports. The vast mmjority of applications it gets are from
projects in the Lower 48 where pipelines are flying left and
right. So, the DOE doesn't necessarily think about gas in the
context of one project; they think about the aggregate gas
supply. But in the case of Alaska that doesn't have a readily
avai l abl e resource, they do |ook at the resource base. The Port
Aut hority made an application that was dism ssed by the DCE and
that was one of the reasons; it is the only application he could
find that had been dismssed by the DOE over the last four or
five years.

SENATOR W ELECHOWSKI asked how nuch enal ytica had been paid by
the Al aska Legislature in the last year and what their hourly
is.

MR. MAYER answered that Legislative Budget and Audit (LB&A)
Comm ttee enployees them and can provide the full details of
their contract, but their current arrangement is a fixed
retai ner whereby they do five days of work every nonth and for
wor k over and above, that they have a daily rate.

SENATOR W ELECHOWBKI asked how much they have received in the
| ast year of their hourly rate.

4:59: 06 PM
CHAIR G ESSEL said LB&A had approved the contract, which is in
the public record.

MR. MAYER said sponsor credibility is a big green light for
AKLNG in isolation, because three of the world s biggest LNG
conpani es are involved. But the idea they want to convey is that
while Plan B exists, there is a fundanental question from
outside counterparties - buyers, investors, analysts - as to the
commitment of the State of Alaska to this project. Wen that
becomes a fundanental question, there 1is the concomtant
guestion of how long do these three mmjor conpanies remain as
coonmitted as they are. The fundanental point is that sponsor
credibility is substantially dimnished by having one of the key
sponsors, the State of Alaska, no longer clearly dedicated to
this one project and by the ever-increasing |ikelihood that
others wll slow the pace of spending and investnent if their
co-venturer is not clearly conpletely dedicated to the project.
Clearly, he said, on stakeholder buy-in there is the problem of
al i gnnment between the SOA and the conpanies as well as alignnent
bet ween the branches of the state, itself: the executive and the
| egi sl ature.
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Finally, the eco-system remains one that is highly conducive to
devel opnment, but ultimately they mark commercial viability in
both cases as red, because suddenly it becones difficult to see
how the tineline of devel opnment m | estones happens concurrently.

5:01: 45 PM

MR. TSAFCS asked them to imagine him setting up a Geek
restaurant in Anchorage wth Akis (Akis is the Resources
Commttee aide) as his partner. So he starts setting it up. Then
he finds out a nonth later that Akis is actually devel oping
another Greek restaurant in the sane spot. If that were to
happen, the first question would be why am | out there if Akis
is trying to put another project together behind his back? That
is the context of where he thought this may head. The AKLNG

partners will see getting edged out at sonme point as a huge
risk.
5:03:59 PM

SENATOR HUGGE NS | oi ned the audi ence.

MR. TSAFCS stepped back from his bluntness, saying that the good
news is that the governor has one thing clearly right. A major
risk is that one year from now one conpany bails. But this is
not unprecedented, he said. If the project is good but one
partner isn't quite there yet, that happens quite often. There
are three ways to deal with that: you try to change the rules or
wait. But the optinmum option is finding a way to buy them out.

That happened in Angola with ExxonMbil; it happened in Sabine
Pass where the first set of buyers weren't quite there and new
buyers were found. It also happened at Pt. Thonmson when Chevron
wasn't excited about noving on. So, instead of stalling the
whol e thing, their share was bought out. It's a pretty typica

part of joint venture agreenents; you take out the weak |ink.

CHAI R G ESSEL said the governor expressed significant concern in
the April 10th letter that AKLNG is working backwards, because
the markets haven't been involved and asked him to comment on
t hat .

5:08: 55 PM

MR. TSAFOS said he didn't agree with the governor. The vast
majority of LNG projects really start fromthe resource hol ders.
He could only think of two or three where the nmarket has been a
driving force behind devel opi ng a project.
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MR. MAYER said engaging the market is critically inportant,
which is why AKLNG partners were nmaking trips to Asia |ast year
to neet with prospective buyers and that is why a forner Chevron
LNG narketer is part of the Departnment of Revenue team

CHAIR G ESSEL said cost would have to enter into the picture if
one was approachi ng buyers.

MR, TSAFOS agreed and added that at this stage talking to the
market will get sone interest, but they will only want to be
kept in the loop until there is real information.

SENATOR COSTELLO asked if these questions are ones they ask of
any project or were they specifically asked in relation to
AKLNG versus the ASAP project.

MR. TSAFOS answered that these are generic questions and
explained that they try to take a very structured approach for
devel opnment of nega projects and quite a few things don't apply
in the context of Al aska.

5:13: 24 PM
SENATOR W ELECHOWSKI asked what percentage of their income is
fromthe State of Al aska.

MR. MAYER said he couldn't give him a precise figure as they
work with a nunmber of clients around the world.

SENATOR W ELECHOWSEKI asked if they had filed financial
di sclosure fornms with the State of Al aska.

MR. MAYER said he hadn't and wasn't aware of any need to do so,
and he wasn't aware of any particular interest he has that would
requi re disclosure.

SENATOR W ELECHOWSKI said consultants of the state are required
to file financial disclosure. He asked if the State of Al aska
makes up a | arge percentage of their incone.

MR. MAYER said they have been doing this work for many years in
a nunber incarnations and Alaska has in previous tines been a

maj or client but by no nmeans a very significant one. They have a
nunber of other clients now, but Al aska is the biggest one.

CHAI R G ESSEL t hanked the participants.

5:15:13 PM
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ADJ OURNVENT

CHAIR G ESSEL adjourned the Senate Resources Committee neeting
at 5:15 p.m
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