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Frontiersman Question for March 6,2007 Publication
Answer due March 2,2007

Answer from Senator Charlie Huggins, District H (Rural Mat-Su/Chuglak)

Question: Other than the gas line, what are your priorities for this session?

The 2007 Legislative Session creates high expectations, with Governor Palin being
overwhelmingly popular and full of energy and charisma, and with multiple new faces in the

Senate and House of Representatives.

As the Chair for the Senate Resource Committee, the LBOO-pound gorilla” issue continues to
be the gas pipeline. The fiscal size, cost parameters, and geo-politics inherent in a project of
this order of magnitude are certainly major challenges. We must insure Alaskans understand
and support the development process. All reasonable and feasible courses of action must be
examined and support must be based on merit. A robust professional team, characterized by
focus, integrity, and tenacity, should be assembled and allowed to function. It is important
that dissenting opinions be heard. The process should be credible, timely, and transparent to

average Alaskans.

Additionally, we must work to craft a comprehensive resolution to the PERS/TERS fiscal
challenge. The $8-bi||ion, under-funded PERS/TERS system is the State’s responsibility, with
local government interaction. | support making a significant “first step” payment toward the
under-funding this session. The solution to this challenge requires a comprehensive and
long-term approach. A bonding concept may offer some partial solutions, but not without

some risk profile.

Education, transportation, and public safety continue to be at the top of my priorities for the
Valley and the State. |am hopeful that education funding will be decided early, thus enabling
our school districts to plan in advance and stabilize staff retention. Early funding for Mat-Su

continues to be critical due to ever-increasing growth in student enroliment and the demand

for new staff hire.

| encourage you to contact our office to share your opinions, and also attend the Legislative

Town Meetings in the Valley during the next two months. We want to know what you think.
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TO: Governor of Alaska, Legislature, Ladles and Gentlemen

ATTN: Senate Resource Committee and House Oil and Gas committee

FROM: Paul D. Kendall

REF: a request for testimony on Refinery, Utility, and Industrial
User / purchasers

Please let us all complete this AGIA task together, share the endurance
and expense, and have this done with and on record as it should be.

We need to see and hear testimony from a Major Refinery, Major Utility
and a Major Industry User | purchaser for various reasons.

This should complete the picture of the

“Fossil Fuel Energy Distribution Network and Association System"”

Iwould suggest you call Nevada PUC in Reno and ask to talk to the
chairman who overviewed the Nevada Power electric rates hearing in 2001,
who suffered a Billion dollar loss overnight in a power trade with Enron

OR, a call to California who suffered 38 billion dollars in losses in energy
charges.

The above mentioned large losses were in the electricity end of the fuel.
However; As I reflect, | seem to remember that the Energy Business is

using some of the same Modes of Operation ( MOs) in sister sections;
Another reason Isuggest the above is because we need to see the
mechanisms under which a state can lose such a large amount of money
because we Alaskans are now potentially, in a larger monetary playing
field...

We need to look at some cases of worst case events contrived or
coincidental— the above have engaged such an event and should be
able to give us insight to any down sides we are not aware of at this time.

We as in you and us all Alaskans, have a vested amount of time in this
moment in our history “in this 30 years late learning up” of what we should
have already known.

This historical public process you are currently creating is in essence a
historical record and educational archive which will have long standing
references for many reasons and for many years to come in Alaska. You
may even be affecting many generations to come.
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Let us do this right and complete this Energy course so long overdo.

It is important for you ladies and gentlemen, as our leaders being the
first to engage this moment brought to us by an unprecedented election of
some magnitude of public awareness and "new energy” design,
to reach out to set the bar, the standard, the degree of excellence,
performance, public service, and finally, the content value of the archived
testimonial data you will leave for posterity??

You see, ifyou look at the depth, breadth, and magnitudes of all of the
players or components who have joined us at this intersection of history in
Alaska, Then it does call on you each to rise to the occasion and
accomplishment of those of larger.s around you!

Reflect on just a few of these stage fellows of associates of magnitudes of
extremes for a moment;

-Purported New Age in Artie Area Exploration of new mineral wealth
(25% of worlds ) do to Climate change

-Purported World Climate emergency

-The lowest rated Governor in the US.

-One of Alaska largest corruption unfolding in history

-The unprecedented election by the will of the people against nearly
overwhelming odds of the new Governor Palin (of new energy)

-The Largest proposed pipeline the history of the world

-The Larges Oil Companies in the World

-Perhaps one of the largest oil, gas, hydrates, etc. fields in the world

-One of the worlds largest mining projects on the horizon for Alaska

-1 doubt your ready for this yet, but; Alaska may have a calling with
destiny and of the stuff that dreams are made o f: A Hydrogen Gas
Moment in world history

--( for the record | am sure | have left out someone or something else!)

Will you rise to the level of the occasion and associations? Will you fly with
the crows or soar with the Eagles? Will you be remembered as those of
extreme failure do to a need for individual greed, or fears; or will you be
more than you are or dreamed you could be?

As you the Senate Resource Committee and you the House Oil and Gas
Committee wrap up your preliminary review of AGIA and pass it on to the
next Committee for review

(Won’t the next committees need a little time to come up to speed in
reviewing the body of accumulated testimony and other information around
your time spent in unfolding the AGAI role ? It seems to me just asitis with
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technology now projected to double every 18 months ; So it is somewhat
with energy needs and as well with the AGIA agreement, it to will also
begin to build testimonial and factual data necessary to be reviewed in it
fabric like design witch may require more time)

can you arrange for a Refinery, Utility, and Industrial end user | buyer to
come before the Committees as a trailing and completing testimony for a
completion of perspectives summation by your committees?

Especially if you consider (a) Alaska’s need to develop a refinery
capacity of some size or another for our infrastructure needs and When
you look at all of the various gasses, chemicals, and other extractions from
a barrel of fossil fuel oil; (b) there must be many business here in Alaska
that would find it interesting in reference to see wh'wh markets we might
affect drastically or minimally by the many commercial components and
applications of a refinery operation.

We have seen the birth and breach of OIL based energy, and currently
under review is construction, finance edges, taxes, fees, and players
involved in transmission. However: It is also important to see how the
producers can direct into various market sectors via distribution or
distributors the product so as to minimise profits at one point while
maximising profits at another point because they have classified what used
to be a “product” into a “commodity” status giving it a new realm of
accountability and manageability..

(im too tired to talk about Industrial users and Purchasers except to say
that some industries have considered negotiating directly with resource
owners themselves to get around the unpredictability and volatility ( of
price and availability too) of trying to feed the ever unpredictable and
money needing “Fossil Fuel Distribution Network and Association

System”.
IMPORTANT— OTHER

Will you designate a competent and honorable team to gather all of the
videos for every meeting around and on the AGAIl meetings. Arrange for a
safe repository site with the Attorney General, Museum Vaults and other
places in the state like Anchorage, Fairbanks, etc.... Vaulted and fully

backed up..
(including the old prior stranded gas testimonies)

Also, make good high quality copies,
sequentially organize them in appropriate dates and titles
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and have the various communities play them on local community cable
channels in proper order - (again, only AGAI stuff) FYl - Gav to Gav has to
pay big $ for satelite transmission time to broadcast, lwas told..

I think this is very important because we are all stock holders or
stakeholders in our states assets and we are obligated to endure to
understand their role just as you all have done and are doing on our part
and behalf; not to mention for our children and their children.

As | heard Chairman Huggins say to the big producers ; “please, Help
us so we can help you!”

While your finishing our course in fossil fuel energy from its cradle of
discovery, to its many end uses and impacts — OR e
“ the Fossil Fuel Distribution Network and Associations System

Please set a standard of excellence and expectations that we are worthy
of by having these meetings shown on local stations at length, so that we
can refer to you along with your actions as an example of representing a
truly free and open society when it comes to doing the “publics business in
public”

In closing,
Respectfully and Sincerely,

Paul D. Kendall
907-222-7882

We are all more than we are, or want to be, when we have to be more than

we are!
This is your time, on our behalf,at this intersection in Alaskan History.

They probably won’t remember us little folk; But history will never forget

you!
I am sure you will all make us proud; because, ifyou don’t, we along with
your children’s children will see it; Forever recorded in history, in color

video.

Something to thinx about. Eh?
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SENATE RESOURCES /HOUSE OIL & GAS TESTIMONY
On SB 104/HB 177
March 21, 2007

Thank you for this opportunity to testify on Senate Bill 104 and House Bill 177,
the Alaska Gasline Inducement Act. My name is Paul Laird, and I'm general
manager and testifying on behalf of the Alaska Support Industry Alliance.

W e’re not ConocoPhillips, or BP, or ExxonMobil, or Anadarko or UltraStar. We’re
not Transcanada, or Enbridge or MidAmerican.

Our 400+ member companies generate more than 30,000 jobs for Alaskans by
transporting the materials; drilling and servicing the wells; building the roads,
flowlines and facilities; providing food, security and housekeeping services, and
offering myriad other products and sen/ices that make oil, gas and mining activity
possible in Alaska

We understand the importance and the urgency of transforming Alaska’s gas
potential into a gas projeet. Our opportunity to market North Slope gas won't last
forever. There’s a very real risk of losing it ifwe don’t act quickly.

Project costs are soaring. Lower 48 utilities are making long-term commitments
for other fuel sources such as coal. The threat of our gas being displaced from
our markets by LNG imports is growing, and North Slope oil production is
declining. We commend the governor and her team for developing a plan so
quickly after taking office and concur with the priorities set forth in SB 104 / HB

177.

Like you, Chairmen Huggins and Kohring and members of your committees, we
at the Allianee are working diligently to understand the details and implications of
the Alaska Gasline Inducement Act. We still have more questions and concerns
than we do solutions, and we're committed to doing what we can to move the
process forward efficiently and positively.

W e’re concerned about the $500 million state matching contribution for costs a
licensee ineurs in acquiring a FERC certificate. It's unnecessary, and it may net
be the best use of state funds. We're concerned about any provision that
transforms pretenders into contenders for a state license, like conceding 4
additional years for a licensee lacking credit backing at the time of FERC
certification to sanction a project. By the administration’s timetable for FERC
certification, this could delay first gas sales until the early to mid=2020s.

ALASKA SUPPORT INDUSTRY ALLIANCE
360 W. Benson Blvd., Suite 200 « Anchorage, Alaska 99503 ¢ Phone: (907) 563-2226 ¢« Fax: (907) 561-8870 ¢« www.alaskaalliance.com
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Alliance testimony on SB 104 /HB 177
Page 2

Do we really want Alaska's future in the hands of a licensee that needs a $500
million contribution from the state in order to be viable, or one that lacks
financing? The Alliance believes in having a level playing field for all applicants,
but we oppose provisions that promote artificial parity among the players.
Alaska’s interests are best served if the most commercially viable project is built
by the strongest possible developer.

W e’re concerned that there are no objective criteria for evaluating applications -
for weighing the relative importance of various elements of the application,
assessing the risks associated with each proposal and prospective developer
and selecting a licensee inc ~>pen, fair and transparent manner. For Alaska’s
future, it's imperative that the applicants be judged on their performance and
ability to deliver, not their promises.

W e’re concerned about any process mandating the state to choose a "winner”
and promote a monopoly at the expense of other prospective project developers.
Alaska™, history is strewn with the remnants of projects for which the state picked
"winners,”f id there’s tee mueh at stake with the gas pipeline to allew that kind ef

dubious history to repeat itself.

Finally, we’re concerned about the same critical issue that concerns many of you:
if we build it, will they come? ... Once the state chooses a licensee to build a
pipeline, will the producers come to the open season?

We believe the Alaska Gasline Inducement Act, as currently drafted, puts too
much emphasis on mitigating the short-term financial risks incurred by pipeline
builders and does too little to address the much longer-term risks of gas
shippers. Upstream issues like real long-term tax stability and construction of a
gas treatment plant need to be resolved first if Alaska truly wants North Slope
producers to commit their gas to a project.

The Alaska Gasline Inducement Act may represent our last and best chance at
making a North Slope gas project a reality. We urge you to fix it and pass it, and
we pledge our full support of your efforts to craft a bill that acknowledges the
interests of Alaskans, of the developer and transporter and of North Slope

producers and shippers.

We look forward to working with you and with the governor and her team to help
transform our enormous gas potential in*o de®iadas of eiean, reliable domestie
energy for Amerrans and generations of prorperity for Alaskans. Thank you.



Sharon Long

From: Sen. Charlie Huggins
Sent: Tuesday, March 27, 2007 1:36 PM

To: Sharon Long
Subject: FW: Is this true?

From: Thomas & Sherry Whitstine [mailto:tswhit@matnet.com]
Sent: Tuesday, March 27, 2007 12:12 PM

To: tswhit@matnet.com

Subject: Is this true?

http://www.reuters.com/article/companyNew8AndPR/IdUSN2638746720070326

Is this true?

Please tell me that the hearings are not just a big act, a dog and pony show. It is unbelievable that the
same individuals who denied the passing of Governor Murkowski's plan because you thought the
contract was too much of a giveaway, would not see that Sarah's perverted plan is worse then that So all
of the legislators, Alaskan people, Drue Pearce and the President are so excited about this act of creating
the terms of private business and the open market by a state? Are you flippin kidding me? That is called
socialism, in any case it is the opposite of capitalism! How can there so much support for a crazy non
starter plan? When some of you had NO support for the contract in front of you last year? Previous
contract is very detailed, includes many of the details that should be compared to agia. We had all

the state agencies, sponsors, state statutes and contractors already onboard and considered the
investment. Please consider what we had to what we get with this nonsense.

http://www.revenue.state.ak.us/gasline/ContractDocuments/

Please forward to appropriate committee members

3/28/2007
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Sharon Long

From: Sen. Charlie Huggins

Sent: Friday, March 30,2007 3:34PM

To: Sharon Long

Subject: FW:...... SPAM....... NATURAL GAS LINE

From: Willie P Thomas [mailto:wthomas57@hotmail.com]

Sent: Friday, March 30, 2007 2:27 PM
To: Rep. Harry Crawford; Rep. Gabrielle LeDoux; Rep. Richard Foster; Rep. Nancy Dahlstrom; Rep. Vic Kohring;

Sen. Gary Wilken; Rep. Bob Lynn; Rep. Kurt Olson; Rep. Mark Neuman; Sen. Hollis French; Sen. Charlie
Huggins; Rep. Bill Stoltze; Rep. Berta Gardner; Sen. Kim Elton; Rep. Ralph Samuels; Sen. Tom Wagoner; Sen.
Fred Dyson; Rep. Mike Chenault; Sen. Gene Therriault; Rep. Jay Ramras; Sen. Lesil McGuire; JIM ELKINS; Sen.
Lyda Green; Rep. Paul Seaton; Rep. Carl Gatto; Rep. Les Gara; Rep. John Harris; Rep. Mary Nelson; Sen. John
Cowdery; Sen. Gary Stevens; Rep. Woodie Salmon; Rep. Mike Kelly; Sen. Johnny Ellis; Rep. Peggy Wilson; BILL
THOMAS JR; Sen. Con Bunde; Rep. Sharon Cissna; Sen. Albert Kookesh; Sen. Lyman Hoffman; Rep. Max
Gruenberg; Sen. Bert Stedman; Rep. Mike Hawker; Sen. Donny Olson; Rep. John Coghill; Sen. Bettye Davis;
Rep. David Guttenberg; Rep. Kevin Meyer; Rep. Beth Kerttula

Subject: *****SPAM****» NATURAL GAS LINE

AS THE STATE LEGISLATURE BEGINS WORKING ON A STATE GASLINE THAT BY
CONSTITUTIONAL DEMAND THAT ALL NATURAL RESOURCES BE SHARED WITH ALL ALASKANS,
IT IS MY WISH THAT AS YOU DELIBERATE THE GOVERNORS LEGISLATION, YOU WILL KEEP IN
YOUR MIND THAT IF A EXTENSION LINE BE INCLUDED TO ANCHORAGE, FAIRBANKS,
GLENNALLEN AND ANY COMMUNITY IN THE VICINTY OF THE GASLINE, YOU WILL INCLUDE
LEGISLATION THAT WILL INCLUDE IN THIS LAW THE ISSUE OF HIGH HEATING OIL AND GAS
FOR RESIDENTS OF ALL RURAL AREAS. | ALSO BELIEVE THAT A STUDY BE MADE AVAILABLE ON
THE STATE WEB SITE ALL CURRENT HEATING OIL AND GAS RETAIL PRICES.

RIGHT NOW HERE IN KOTZEBUE, ALASKA FOR A 53 GALLON DELIVERY OF HEATING OIL IS IN
THE RANGE OF $250.00 - 260.00, WHICH IN MOST CASES IS GOOD TO LAST FOR AT LEAST TWO
WEEKS. THIS DOES NOT PAINT A VERY IN ENCOURAGING FUTURE FOR THE RURAL
COMMUNITIES WITH THE UNCHECKED HIGH PRICES BEING PASSED ON TO THE CUSTOMERS.

IN CLOSING, | COMMEND YOU ALL FOR GIVING YOUR TIME AND THANK YOUR FAMILY FOR
SHARING YOU FOR ALL OF US IN THE STATE.

WILLIE THOMAS
KOTZEBUE, ALASKA

3/30/2007


mailto:wthomas57@hotmail.com

NEW WAVE TECHNOLOGIES

Henry Kroll, President
513 PENINSULA
KENAL ALASKA 99611 (907)252-1390

Governor, Sarah PaUn and Legislators
PO Box 110001
Juneau,Alaska 99811

D or Governor PaUn:
I don't get involved in the affaire o fgovernment very often hut when | saa plans

Outmake absolutely no eenae | feel compelled to speak out Sometimes govwnaMU get
so intoxicated with visions ofgrandeur that it overrules common sense. | know you have
gone over many of the technicalities ofbalding the gas pipeline hnndrsds oftimes in &e
past but maybe, just maybe we can abed a little °n (ha subject My bunaew partMr
who has years of experience overseeing sad constructing gas pipelines suggested that |
write this letter. It is in all our best interests to keep the constroctkm coats down
commensurable with production end available markets so that all parties involved wfll
best served nd the gas will get to market sooner.

54-INCH LINE VERSES A 48-INCH LINE

1. Sowhat if we pump all the gas from the north slope gets pumped south in 50 yean
instead of40. The additional gas pumped through s 6-inch larger diameter pipe won't
make mnch difference. 1fyou are pumping mare g*s through the larger pipe it wfll take
larger pumps that have to be specify made. The additional oosts to build the bigger
pumps could run die cost up a billion dollars. The additional gas uaed to operate the
pumpa will nullify any additional profit from the larger diameter pipe.

2. The pipe ian’t available for a S4-inch-diameter line so it will have to be special made at
much additional cost ft will probably havs to be made in Japan or China not America ao
Americans will loose joba.

3. If the 48-inch pg>e were made with heavier steel it would last much longv and be kaa
susceptible to accidental earthquake rupture or terrorist attack.

4. We hear that you plan on running the gas into a gas line in Alberta, Canada. Ifthe
Canadian line is only three-feet in diametar there is no pointin naming a 48 or even a 54-
inch gas line all (he way down thare because there is no way it can handle it

5. The eoonomy is going down hill in Michigan and other surrounding statoa so there is
guarantee tb* you can eell *0,6* gaa when it gala there.

6. They don’t have enough sod booma available to lower the larger gu Hue into toe dttch
andh win take time to make morc adding another billion to the construction project

7. They don't have a pipe bender big enough to handle 54-mch pipe so they wfll have to
specially buih adding many miHiona to the project.

8. The back-hoe buckets gotto be at least 60-mchos wide or largar to dig the ditch far toe
54-inch pipe. W h« you go around a bend the ditch has to be sven wider requiring extra

time to dig the ditch running the costs up installing the larger pipe. Caterpillar or some



other company will have to oonAroct tfao apcciaOy made back-hoc buckets addioc
nflUoos to die con ofthe pn”eot

9. Ittakes gee to pump gee aid an dm long * ttno ita going to coA 43% oftie gm to get it
to ChiclGD.

10. A 4f-inch line it the biggest you need to go and if you neodmoce gee later onyou can
putin several 10to 20"nik"trc(alie« of parallel ttnee along aide. You will need extra
capacity to pump gas V\ikdl grades for twenty or thirty mike when traveling through

Canada. The flow can be greedy tnoraaud (ahnoA doubled) by putting in 10 to 20mfle-
long parallel linci on the uphill grades. Ttw will alao reduce the pumping coets and hae

been proven very feasible in Europe. Y ou may have to hire a Goman Engineer to plan
due.

BOTTOM LINE

BWIN coA ton billion lees ifyuu putthe gas tine in with tt-incb-dtamstor PIPE. 11*go
wiffl get to maxtA sooner, the Asto governmentwill have money cotmog in sooau and
the gaa line wfll last much longer with the heavier pipe. 1f you go with the 94-inch pipe,
the project might be delayed tonyean. We would appreciate it if you would pay us 5% of
dNy eavinge derived from Affixing the anggsitirw made in dm tetter.



Sharon Long

From: Sen. Charlie Huggins
Sent: Tuesday, March 27,2007 4:58 PM

To: Sharon Long
Subject: FW: Comments on AGIA

From: Joey Brockhouse [mailto:wolfcrow@earthlink.net]
Sent: Tuesday, March 27, 2007 2:31 PM

To: Sen. Charlie Huggins

Subject: Comments on AGIA

I am concerned that producers will be given too much control in the gas line process. The producers will push for a monopoly
on the gas line and if they get It Alaska loses. Open bidding is in all Alaskans best interest. We are in a free market economy.
Supply always follows demand in an open or black market. Competition always results in a better deal for consumers. When a
pipeline is finished the producers will have to use it. Itis better to sell the gas at any price than to waste money pumping back

it into the ground.

The oil companies are once again counting on threats to fool the legislature into making a bad deal for Alaska. Exxon still
hasn't fulfilled it's promise to make Alaskans whole after the Exxon Valdez oil spill and it has cost us billions of dollars. Every
person that has died and will die saves them money and Exxon is counting on it. Why trust a word they have to say?

‘Fool me once shame on you, fool me twice shame on me.*

I hope that you will make the right choice.
Joey Brockhouse

— Original Message—
From: "Sen. Charlie Huggins"
Sent: Mar 23, 2007 1:58 PM

To:
Subject: Update on committee hearings on AGIA

Alaska Gas Inducement Act (AGIA) Hearings

Senate Resources Committee Schedule
For Saturday, March 24 - Sunday, Apri! 1

Un/ess otherwise noted all meetings are held in the Butrovich Room 205
Note: Irregular Time Schedule end Extra Meetings This Week
Saturday, March 24,1:00.-. 3:00 - Senate Finance Room
Joint meeting with House Special Committee on Oil & Gas
SB 104/HB 177 - Natural Gaa Pipeline Project
Public Testimony - Time Limit may be set
Saturday. March 24.3:00 - 5:30

SB 104 - Natural Gaa Pipeline Project
Testimony - Listen only
Monday. March 26. 3:30- 7:30
SB 104 « Natural Gas Pipeline Project
Presentation: Industry: Trane Canada; Alaska Gasline Port Authority; Testimony:
By Invitation

Tuttdiy, March 27.  3;QQ-8;W

SB 104 - Natural Gaa Pipeline Project
Presentation: Industry: Enbridge Testimony: By Invitation

3/28/2007
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THE ALLIANTCE,;

... for responsible development of Alaska's Oil, Bas i Mineral Her irces

+ Position on the Alaska Gasline Inducement Act -
Senate Bill 104 / House Bill 177

First and foremost, the Alliance wants a gas project... sooner rather than later, and with the
greatest long-term benefits for the State of Alaska, Alaskan workers, Alaskan businesses and all
Alaskans. North Slope gas commercialization holds the key to Alaska’s future.

We understand the importance and urgency of transforming our gas potential into a gas
project. The opportunity to market our gas won’t last indefinitely, and there’s a very real risk
of losing it altogether if we don’t act quickly. Project costs are escalating, prospective utility
customers are making long-term commitments for other fuel sources (such as coal), the threat
of being displaced from key markets by LNG imports is growing, and North Slope oil production
continues to decline. Given the long lead tm e for a gas project and gas revenues flowing into
state coffers, this puts Alaska’s fiscal future in further peril.

The Alliance commends the governor and her team for developing a plan quickly after taking
office and concur with the general principles set out in the legislation. We also believe the
Alaska Gasline Inducement Act will fail in its objective of achieving a gas project unless
changes are made prior to passage:

Bid requirements set out in the bill are too prescriptive and should be replaced with broad
objectives (e.g., ensuring pipeline access for explorers and ensuring access to in-
state supplies). As currently stated, the bid requirements will limit competition in the
bidding process, as well as creativity in satisfying the state’s needs. There may be
more than one way to reach mutually beneficial outcomes, and the prescriptive nature
of the current bill guarantees they’ll never be explored. It also likely will preclude
some prospective applicants from participating.

The bill places too much emphasis on mitigating the short-term financial risks incurred by
the pipeline builder and too little to address the much longer-term and greater
risks of gas shippers. As more than one pipeline company has testified during the
legislative process, "no producers, no project.” The bill offers shippers little more than
a non-binding “trust me” commitment for fiscal stability lasting a fraction of the
project life, and does nothing to fix gas severance tax rates that even the
administration admits are too high (22.5%).

The $500 million incentive is unnecessary and imprudent. The legislature’s decision to make
it a bid variable rather than a bid requirement was a step in the right direction. With
one exception, companies that have testified have said the handout isn’t needed, and
we don’t believe it’s the best use of state funds, either. We’re concerned about any
provision that turns pretenders into contenders for a state license, and we’re skeptical
about placing Alaska’s future into the hands of an entity that requires a $500 million
contribution in order to pursue a $30 billion project. Applicants that need to be
“bought" with the $500 million may not be worth acquiring.

ALASKA SUPPORT INDUSTRY ALLIANCE
360 W. Benson Blvd., Suite 200 « Anchorage, Alaska 99503 ¢ Phone; (907) 563-2226 ¢« Fax: (907) 561-8870 « www.alaskaalliance.com
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Alliance position on SB 104 / HB 177
Page 2

The process promotes a monopoly, and the state has an abysmal record of picking
“winners.” Alpetco. Healy clean coal. Delta barley. Alaska Seafood International.
Alaska’s history is strewn with the remnants of projects for which the state picked
"winners,” and the gas line legislation is based on the same dubious premise. The state
should be doing whatever it can to promote any viable gas project, but the Alaska
Gasline Inducement Act virtually guarantees that the licensee picked by a pair of
commissioners will be the only game in town. Provisions like treble damages for
granting streamlined permitting, state-funded training and the services of a pipeline
coordinator to a competing project need to be amended to eliminate “exclusivity."

Existing shippers should not be forced to subsidize expansion shippers by sharing the cost
of pipeline expansions. The bill attempts to pre-empt the authority of the Federal
Energy Regulatory Commission (FERC) to administer access, expansion and tariff issues
by dictating rolled-in tariff rates for expansions that would increase rates as much as
15%. Let FERC do its job. If the state believes an expansion is in Alaska’s best interest
and is eager to contribute public funds to the project without securing equity, it could
underwrite pipeline expansions in order to maintain tariff rates. There may be
instances - for example, gas production from federal OCS acreage - when rolled-in
rates aren’t in the state’s interest, either.

The bill needs clear and objective criteria for evaluating applications. This is fundamental
to having an “open and transparent process.” Recent legislative amendments
dictating that proposals be judged on the basis of net present value to the state and
the applicant’s ability to deliver on its promises enhanced the bill, and further
-.pecificity is needed.

Safeguards against construction cost overruns for the state and shippers are inadequate.
Both the state and shippers need to be involved in and have oversight of a project
execution plan that provides the greatest netbacks at the wellhead. A third-party
pipeline builder with no production interests will have no incentive to reduce costs and
n( ability to “guarantee” the tariff in advance.

The Alaska Gasline Inducement Act may be our last and best chance to make a North Slope gas
project a reality, but only if it’s fixed before it’s passed. In order to succeed, the bill must
acknowledge the interests of Alaskans, of the developer and transporter and of North Slope
producers and shippers.

April 19, 2007



Backhone I

P.O. Box 101700, Anchorage, AK 99510-1700

Comments on thm AGIA Iedgislative hearinga
and two suggested amendments

April 16, 2007

Senator Hue, 6 7/ Fax(907)465 3

Dear Senator

We have been watching the hearings on AGIA closely, and we offer the following
thoughts:

First thank you for the attention you are giving this important matter and the
guestions you are asking to bring out the true interests of the participants.

It has been fascinating to see the producers answer your questions in an open
and transparent process. What we hear them saying is that they are against
exclusivity because a licensee will be picked based on specific criteria important
to Alaska.

This is the height of hypocrisy, since they strongly supported the exclusivity
granted them by the previous administration. Although they are trying to dress it
up a little, they are dearly arguing to return to the exdusive arrangement they
had under the Stranded Gas Act. Thatwould be a disaster for Alaska.

The producers are also saying that they must have fiscal certainty for 35 to 45
years on oil and gas, or they will not commit their gas to the project. We think
that would be highway robbery, and itis also almost certainly unconstitutional.
Even Pedro Van Meurs said, ‘You don'’t have to be a banana republic].to geta
gasline project *

Although the producers keep saying that they are the only ones who can build an
Alaskan gasline, that is patently untrue. You have already heard testimony from
several credible applicants that they can build this project using the federal loan
guarantees. All they lack is access to a gas supply. The producers have stated
that they can and will sell their gas to a third pally, and we think that is a clear
path to the best ga«line project.

We also question whether allowing the producers to own the gasline is a good
idea. Look at the current situation with the trans-Alaska oil line, where the RCA
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and the State Superior Court have found the producers overcharging on thefc
tariffby 59%. The federal government also recognized this problem, and in the
initial Natural Gas Transportation Act, the producers were prohibited from owning
the gasline. However they convinced President Reagan to overturn this
reguirement.

The bottom line is that Alaska has options, and we support the process laid out in
AGIA which will allow competition for providing the maximum benefits to Alaska.

We suggest two amendments that will strengthen AGIA:

1 An evaluation criterion should be added that gives credit to an applicant
that has made arrangements for providing gas liquids for value-added
processing in Alaska. To have a pipeline without in-state value-added
processing and the jobs itwill provide would be a major blunder.

2. The state should assess a reserves tax on a North Slope leaseholder that
holds existing gas reserves and refuses to make firm transportation
commitments or sell the gas it controls to the AGIA licensee.

This latter provision would help guarantee a successful Open Season and a
gasline built on an expedited basis.

Thank you for considering our thoughts, and keep up the good work.

Co-Chair Co-Chair

Backbone 11 is a non-partisan citizen organization that advocates on behalfo fAlaskans on oil
andgas developmentissues. We offer our ideas based on their merits
andyears ofinvolvement in Alaskapublic policy issues.
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iSlate Public Opinion Message System: Communicate with your legidators Page 10f2

A laska State Public O pinion M essage System

Sen Charlie Huggins's office ) I e _
Filter applied is:|constituent t]

M essages A bout all
There are 3 Constituent messages about this subject

Save all messages about all
Delete all messages about all
Sort messages by: <District> or Date or Last Name or Subject

M essages

Comtituent/Non-Constituent Saved/ Not Saved

Thomas Cappiello of Anchorage (16) wrote the following message On 1/20/2007 at 20:02 about Oil & Gas

Message:
I am concerned about natural gas supplies in Southcentral Alaska. Everything in my house depends on natural gas. North

Slope gas will not be available before Cook Inlet supply is insufficient. You should take this issue seriously. Exporting gas
is not a good idea, we need it here.

Message was delivered by Pom

View carg  Delete case

Contact Info:

Thomas Cappiello luirY\jJK" COIiT>sFrtUx**i* -LtA#-.1U
3705 Arctic Blvd Pmb 2081

Anchorage AK, 99503-5774

Work:907-267-2395

Home:907-746-2039

Email:muchohucho@yahoo,com

Constituent/Non-Constituent Saved/ Not Saved
Andrew Drabeck Jr of Palmer (16) wrote the following message On 1/22/2007 at 11:48 about Fish & Game (fish)

Message:
I am opposed to allowing a foreign government to restrict my access to Alaska resources as provided by the constitution of

the State of Alaska. Commercial fisherman throw back more fish th,, oort fisherman are allowed to take. 85% catch of
halibut is too much for commercial fisherman.

Case currently assigned to: Sharon Long

Message was delivered by Pom

yiewjCass  Delete case

Contact Info:

Andrew Drabeck Jr ftr* breromx”. «+ 7
Po Box 2828 /
Palmer AK, 99645

Constituent/Non-Constituent Saved/ Not Saved
Andrew Drabeck Jr of Palmer (16) wrote the following message On 1/22/2007 at 12:04 about Miscellaneous

Message:
| oppose giving free medical and educational benefits to criminal illegal aliens in Alaska. | would like to see a law that

punishes people who aid and abet criminal illegal aliens in Alaska.

Message was delivered by Pom

p://lwww.legis.state.ak.us/staflpom/pom.asp?lp=poms&bill=& subject=all 1/31/2007
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Senator Charlie Huggins, Vice-Chairman
Alaska State Legislature

State Capitol (MS 3100)

Juneau, Alaska 90801-1182

April 26,2007

Dear Senator Huggins,

My name is Jim Laiti. I'm a lifelong resident of Alaska and represent
approximately 500 members of Plumbers and Pipefitters Local 375. I'm writing in
support of including a Project Labor Agreement requirement inthe AGIA
Legislation. In order to maximize Alaskans opportunities to be & part of a gasline
project the assurance from a PLA is critical.

If I can provide any information please call (907) 479-6221.

Thar.k you,

Jim
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Sharon Long

From: Jeff Turner

Sent: Wednesday, May 09, 2007 4:20 PM

Subject: FW: Press Ralease: Governor Palin Recognizes and Thanks Alaska Communities for AGIA
Resolutions

Attachments: PR 07-113 Governor Palin Recognizes and Thanks Alaska Communities for AGIA Resolutions
050907.doc

Sarah Palin ITATE G: ALASKAA M ctjfun Stapleton

1,".<rv p Pl i V. o>

Junr.lu AKSS? 11-0001 CAl. Y di

Press Release A Z WaM)QIstIIRd* /S
FOR IMMEDIATE RELEASE 07-113

Governor Palin Recognizes and Thanks
Alaska Communities for AGIA Resolutions

May 9, 2007, Juneau, Alaska - Governor Sarah Palin today thanks Palmer, Wasilla, the Motanuska-
Susitna Borough, and Fairbanks for their resolutions in support of the Alaska Gasline Inducement

Act (AGIA).

"With less than one week to go in the legislative session, | sincerely appreciate our commun les
across the state going out of their way to express support for AGIA," said Governor Sarah Palin.
"This legislation is so important for our state's future and | look forward to the next stage of

bringing Alaska's gas to market."

On Monday, May 7, 2007, the Fairbanks City Council unanimously approved Resolution No. 4276.
Mayor Steve Thompson introduced the resolution supporting passage of the Alaska Gasline
Inducement Act to encourage the expedited development of Alaska's natural gas resources.

The next evening, May 8, 2007, the i>aknei*R*€!1SiiiWll approved Resolution No. 07-006
supporting passage of AGIA and encouraging the 25th Legislature of Alaska to finalize passage of
AGIA prior to the conclusion of the current legislative session. Mayor John Combs introduced the

resolution.

Also on Tuesday, May 8, 2007, the "J*ny$jlaniiita.aQcg”s™48~e(pJgLy approved Resolution
Serial No. 07-055, sponsored by Mayor Curt Menard and Assembly Member Cindy Bettine. The
resolution also states its support for passage of AGIA and urges the Legislature to complete
passage by the end of the current legislative session.

These three resolutions follow the WMtUA”iLyLiicmncii'sRftSQUajQn”Serial No. 07-14 supporting
passage of AGIA. City Council Member Greg Koskela sponsored the resolution which passed

unanimously on April 23, 2007.

HH#

5/9/2007



Introduced by:  Mayor Combs
Date: May 8,2007
Action:  Adopted
Vote: 6-1
No:
Erbey Pippel
Vanover
Wood
Best
Hanson
Combs

CITY OF PALMER, ALASKA
RESOLUTION NO. 07-006

A RESOLUTION OF THE PALMER CITY COUNCIL SUPPORTING PASSAGE OF
THE ALASKA GASLINE INDUCEMENT ACT (AGIA), PROVIDING A MEANS
FOR THE TIMELY DEVELOPMENT OF NATURAL GAS RESOURCES FOR THE
STATE OF ALASKA

WHEREAS, Alaska’s principal financial wealth is generated by the natural
resources found throughout the State of Alaska; and

WHEREAS, to continue further development of these natural resources it is
crucial to bring Alaska’s natural gas to viable markets; and

WHEREAS, a means of delivering Alaska’s natural gas to market is not only vital
to the economic, energy, and security needs of Alaska, but also the economic, energy,
and security needs of the United States of America; and

WHEREAS, The Alaska Gasline Inducement Act (AGIA) introduced by
Governor Palin provides the necessary and timely format for the creation of a natural gas
pipeline needed to achieve the task of getting Alaska’s natural gas to market; and

WHEREAS, AGIA provides for an open and competitive environment to any
company who has an interest in getting Alaska’s natural gas to market; thereby
maximizing the benefits of a natural gas pipeline for the citizens of Alaska.

NOW THEREFORE LET IT BE RESOLVED that the City of Palmer supports
the passage of the Alaska Gasline Inducement Act introduced by Governor Palin and
encourages the 25th Legislature of Alaska to finalize passage of AGIA prior to the
conclusion of the current Legislative session.

Passed and approved this day of , 2007.

John C. Combs, Mayor

Janette M. Bower, CMC, City Clerk

City of Palmer, Alaska Resolution No. 07-006
Page 1of 1



Sponsored by: Mayor Menard and C. Bettine
Action:

MATANUSKA-SUSITNA BOROUGH
RESOLUTION SERIAL NO. 07-055

A RESOLUTION OF THE MATANUSKA-SUSITNA BOROUGH ASSEMBLY SUPPORTING
PASSAGE OF THE ALASKA GASLINE INDUCEMENT ACT (AGIA) .

WHEREAS, Alaska's great wealth is embodied in the natural
resources of the State; and

WHEREAS, in a time of declining oil production it is
appropriate to further develop Alaska's natural gas resources; and

WHEREAS, a timely process of getting Alaska's natural gas to
market, is not only vital to the economy and the energy needs of
Alaska, but to the economy and the energy needs of the United
States; and

WHEREAS, a natjral gas pipeline is needed to achieve the task
of getting Alaska's natural gas to any market; and

WHEREAS, the Alaska Gasline Inducement Act (AGIA) introduced
by Governor Palin provides the necessary elements to achieve the
timely development of a natural gas pipeline; and

WHEREAS, AGIA provides for a level playing field with
transparent and open competition for all those that have an
interest in getting natural gas to market; and

WHEREAS, AGIA leverages Alaska's interests in such a way, as
to maximize the benefits of a natural gas pipeline for the people
of Alaska.

NOW, THEREFORE, BE IT RESOLVED, that the Matanuska-Susitna
Borough Assembly supports the timely development of Alaska's

Page 1 of 2 Resolution Serial No. 07-055
IM No. 07-118



natural gas resources; and

BE IT FURTHER RESOLVED, that the Matanuska-Susitna Borough
Assembly supports passage of the Alaska Gasline Inducement Act
(AGIA) and urges the 25th Legislature of Alaska to complete passage
of AGIA by the end of the current legislative session.

ADOPTED by the Matanuska-Susitna Borough Assembly this - day

of -, 2007.

CURTIS D. MENARD, Borough Mayor

ATTEST:

MICHELLE M. MCGEHEE, CMC, Borough Clerk

(SEAL)

Page 2 of 2 Resolution Serial No. 07-055
IM No. 07-118
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Requested by: Council Member Greg Koskeia

Meeting Date: April 23, 2007

Adopted: April 23, 2007

Vote: Cox, Ewing, Holler, Koskeia, Menard, and Metiva in favor

CITY OF WASILLA
RESOLUTION SERIAL NO. 07-14

A RESOLUTION OF THE WASILLA CITY COUNCIL SUPPORTING PASSAGE OF
THE ALASKA GASLINE INDUCEMENT ACT (AGIA) IN ORDER TO PROVIDE A
MEANS FOR THE TIMELY DEVELOPMENT OF ALASKA’S NATURAL GAS
RESOURCES.

WHEREAS, Alaska's great wealth is generated by the natural resources of
regions, communities and cities throughout the State; and

WHEREAS, in a time of declining oil production, it is necessary and vital to
further develop Alaska’s Natural Gas resources; and

WHEREAS, a timely process of getting Alaska's' natural gas to market, is not
only vital to the economy and the energy needs of Alaska, but to the economy and the
energy needs of the entire United States; and

WHEREAS, a natural gas pipeline is needed to achieve the task of getting
Alaska’s natural gas to any market; and

WHEREAS, the Alaska Gasline Inducement Act (AGIA) introduced by Governor
Palin provides the necessary elements to achieve the timely development of a natural
gas pipeline; and

WHEREAS, AGIA provides for a level playing field with transparent and open
competition for all those that have an interest in getting natural gas to market; and

WHEREAS, AGIA leverages Alaska's interests in such a way, to maximize the

benefits of a natural gas pipeline for the people of Alaska.

City of Wasilla Resolution Serial No. 07-14
Page 1of 2



NOW THEREFORE BE IT RESOLVED to promote the timely development of
Alaska’s natural gas resources, the City of Wasilla supports the passage of the Alaska
Gasline Inducement Act (AGIA) introduced by Governor Palin, and urges The 25*
Legislature of Alaska, to complete passage of AGIA by the end of the current legislative
session.

BE IT FURTHER RESOLOVED that this resolution shall be forwarded to
Governor Palin, Lieutenant Governor Parnell, and all the members of the 25th
Legislature of Alaska

ADOPTED by the Wasilla City Council on April 23, 2007.

ATTEST:
[SEAL)
KRISTIE SMITHERS, MMC
City Clerk
City of Wasilla Resolution Serial No. 07-14

Page 2 of 2
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Paul L, Craig, PhJ).

America! Board ofProtatoul Pmhology

BaaH Certified In CMnteal NearopsycM ogy
pcral*KdjNt

4048 Laurel Street, Suite 201 Phone (907)274-8200
Anchorage, AK 99308 Fax  (907)2748211
May 8,2007

To:  Senator Charlie Huggins

From: Dr. Paul Craig

Re:  AGIA and rolJed in rates

Via Fax

On behalfofmy fellow Alaskans, all ofwhom are interested in the economic well-being

of Alaska, please support AGIA as proposed by Governor Palm. Pleaae do not altar the
terms of AGIA. Leave the provisions for:

Mandatory GastUu Expansion;

and
RoUed-in Rates

in the bill as proposed by Governor Palin.

Thank you for supporting AGIA and all of its terms as submitted by Governor Palin - the
ger ernor who was elected by a landslide in 2006 given her fresh, fisir, and competitive
approach to dealing with construction ofa gasline as well as the fiiture needs and
economic well-being of Alaska.

1am aware that the big producers would like to go back to the Mutkowski proposal, for
which VECO lobbied, which would have given three companies an exclusive 45-year
oligopoly allowing them to control North Slope gaaproduction - essentially forever. But
the voters speke when Governor Palin was elected. Let’s support her proposal, which
will be good for one and all including the three large producers even though it won’t
provide them with the monopoly they were hoping fat last year.

Thank you for supporting AGIA with rolled-in rates.
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Jody SImpton

Blythe Campbell [blytheOalaska.com]

Monday, May 07,2007 4:21 PM

Sen. Charlie Huggins; Sen. Joe Thomas; Sen. Fred Dyson; Rep. Kevin Meyer; Sen. Lyman
Hoffman; Rep. Mike Hawker; Rep. Richard Foster; Rep. Harry Crawford; Rep. Bill Thomas;
Rep. Mary Nelson; Sen. Kim Elton; Rep. Les Gara; Sen. Bert Stedman; Sen. Donny Olson;
Rep. Mike Chenault; Rep. Ralph Samuels; Rep. Mike Kelly; Rep. Bill Stoltze; Rep. Reggie

Joule
Subject: Don't Let Warren Buffet Leverage Alaska
Follow Up Flag: Follow up
Flag Status: Green
Attachments: Leverage.doc

Leverage,doc (25
KB)

Ladies and Gentlemen:

I"ve attached a letter regarding my concerns about AGIA"s bias toward MidAmerican, and the
serious negative consequences to the State of Alaska should MidAmerican be selected as the
"winner" of Alaska®s pipeline license.

I am a third-generation Alaskan with three children. 1 do not work for an oil producer,
explorer, or oilfield service company. After 25 years working in marekting jobs in Alaska,
I am finally self-employed and in a position to state my personal positions.

I*ve done many hours of personal research on FERC regulation and MidAmerican®s utility
acquisitions and operations, which 1 would be happy to share with you.

3lythe Campbell



Blythe Campbell

PO Box 112387
Anchorage, Alaska 99511
(907) 345-1066

May 7,2007
House and Senate Finance Committee Members

Ladies and Gentlemen:

I watched Pat Galvin testify before the House Resources committee on April 27.
He said the State needs third-party pipeline companies to bid on the pipeline to
“leverage the producers.” Otherwise, he says, the producers will leverage us.

But Galvin said Trans-American doesn't like the way AGIA forces them to
certification and Enbridge won't bid unless the producers are involved. That
leaves MidAmerican, the utility holding company owned by Warren Buffet.

Warren Buffet is a very smart man, and he's figured out how to make money
with regulated utilities, where, in his words, he can "deploy large sums of capital
at a fair return”. He and his staff were instrumental in lobbying Congress to
repeal the 1934 Public Utility Holding Company Act (PUHCA) so Berkshire
Hathaway could directly own public utilities - low risk, high return businesses.

I believe that a pipeline constructed and operated by MidAmerican will not
provide the lowest possible transportation cost for Alaska's gas. Further, AGIA's
debt/equity provision has the opposite effect than intended when you look at
how MidAmerican finances its operations.

Notonly will MidAmerican earn a regulated rate of return on the total costs of
building and operating the pipeline, giving them very little incentive to control
costs, those pipeline costs include interest payments to Berkshire Hathaway that
are well above market rates for debt financing.

Based on FERC guidelines, the rate of return is a function of three components -
the capitalization rate of the pipeline, the cost of debt, and the allowed rate of
return on the pipeline company's equity.

FERC generally allows companies to include the actual cost of debt, and allows a
return on equity (ROE) based on a fairly complicated formula that in the past 30
years has resulted in an ROE between 12% and 14%.



Members of the House and Senate Finance Committees
May 3,2007
Page 2

The general wisdom, and the reason for AGIA's debt/equity requirement, is that
equity financing is more expensive than debt financing. Having a high debt ratio
should lead to a lower tariff. The way MidAmerican operates, however, the

opposite is true.

W arren Buffet has $50 billion in "float" - insurance premiums that have been
paid in but due to good luck and good management, have not had to be paid out.
This money costs the company nothing, and is used to acquire companies and to
loan money to the company's subsidiaries.

MidAmerican has borrowed $1.5 billion from Berkshire Hathaway, in the form of
"trust preferred securities” that carry a current interest rate of 11.5%. You can
assume that Berkshire Hathaway will loan MidAmerican the $30 billion to
construct the pipeline at that, or a higher rate, to compensate Berkshire
Hathaway for the project's risks. Since these interest costs will be included in the
rate base that determines the tariff, a higher debt ratio does not benefit the State;

but it does benefit Berkshire Hathaway.

Now, Warren Buffetand MidAmerican are not bad guys. They are in business to
make money. But if we design legislation to favor them, thinking we're clever
enough to leverage the producers, we may find ourselves leveraged up to our
necks by them or another third-party pipeline company.

That's why AGIA, and other legislation that attempts to put its arms around the
verj complex world of natural gas economics, and corporate high finance, is
doomed to fail. We've got well-meaning bureaucrats with well-meaning staff but
we don't pay enough to attract state employees who are as smart as Warren

Buffet.

It's time to let the market figure out how to build a gas pipeline, and get out of
their way. If the producers, or a third-party pipeline builder, need something
from the State of Alaska to make it work, let's ask what that is and figure out if
we're willing to provide it.

I strongly believe that, rather than leverage the producers, AGIA as currently
written neatly leverages the State of Alaska.

Sincerely,






To the Chair,

Members of the committee, thank you for this opportunity to testify on the
Alaska Gasline Inducement Act. Alaska’s natural gas has the potential to secure our
economic future and | applaud the Governors’ efforts to cause a pipeline to be
constructed.

A project like this comes along once in a generation. We have one chance to get it
right. We can and should do a better job than we did on TAPS. | listened to legislative
council Don Bullock testify yesterday and agree with his comments counseling you to
include everything the state needs from this project, in the bill.

So what do we need? As Representative Samuels says the tariff the tariff the
tariff. We need a low tariff to ensure that the state receives fair compensation for its
resource and that independent companies can afford to ship their gas in the pipeline. How
do we get a low tariff? One way that is not addressed, to the extent possible is to ensure a
steady, productive, and predictable cost and supply of labor. By including the
requirement for a negotiated Project Labor Agreement in the bill we can ensure labor
stability through a no strike no lockout provision. We can be sure of a competent
workforce that has been trained in standardized programs that include both classroom and
extensive on the job training. The cost of labor will be known because the wages and
benefits can be agreed to prior to the start of work and the use of in state hiring halls will
give Alaskans the best opportunity to get the jobs associated with the gasline.

I urge members of the committee to include the requirement for a licensee to
commit to negotiate a Project Labor Agreement for construction of the pipeline and all
related infrastructure. Again thank you for the opportunity.

John Brown
Operating Engineers
Local 302
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0171 FUTURE IS HYDROGES:

hydrides, in which hydrogen adheres to the surfaces and
crevices in finely shaved metal. Once heated, the melal releases
the hydrogen that is converted into energy.

Distribution of hydrogen to the consumer can occur
through the emstmgi fossil fuel infrastructure. Hydrogen pro-
duced at natural gas facilities can use the existing pipelines that
supply natura!dgas to customers around the country. Trucks can
transport liquid hydrogen and compressed hydrogen to refuel-
ing stations, similar to today's ?asolme distribution system.

The one great advantage o hydro.?en Is that it can be pro-
duced on-site, an occurrence that tvill come about more fre-
quently during the transition period. Communities, industries,
and private individuals will have the option of producing their
own hydrogen with renewable means. The existing infrastruc-
ture is 1n place to begin the transition to a hydrogen economy.

HYDROGEN PRODUCTION

__Steam Reformation
Steam reformation is the most widely used technique for
hydrogen production today, being the most efficient and eco-
nomical. It basically involves convertmg hydrocarbons (such as
natural gas) and steam to hydrogen, carbon dioxide, and carbon
monoxide. The four-step process involves the following:
1 Bunflcatlon of the feedstock to remove sulfur; and car-
on oxides;
2. slearn reformmé; of the hydrocarhbon to form hydrogen
and carbon oxides;
3 c_onvertln.? carbon monoxide to carbon dioxide; and
4. final purification to remove carbon dioxide, carbon
monoxide, and remaining hydrocarbons. .

_ Only light hydrocarbons, which can completely aaporize
without Ieavmq a carbon residue, are used. Carbon residues can
hinder the cata YSIS In the steam reforming process. Natural gas
is the preferred feedstock for hydrogen production. Other feed-
stocks include naphtha, and Number 2 fuel oil. Natural gas is
easy to handle, has the highest hydrogen to carbon ratlo?4:1),
and generally has low levels of sulfur contamination. Because

222 THE HYDROGIX ISFRASTRUCTURr

natural gas reacts more easily with water than with other hydro-
carbons. lower temperatures can be used for the conversion.

The steam reformation process uses a large amount of energy
and high pressure. It requires a temperature from 760 to 925
degrees cenugrade, at a pressure twenty times that of atmospher-
ic pressure. Catalysts are used to improve the efficiency of the
reaction. They are usually compounds of nickel oxides mixed
with oxides of aluminum, calcium, manganese, or other minerals.

Sream reformation is reversible, meaning hydrogen can con-
vert back to methane To ensure @ minimum concentration in
the reformed gas, the process usually emTploys a steam to carbon
ratio of 3:5at processing temperatures of 815 degrees centlﬁzrade
and pressures up to 35 times atmospheric pressure. This allows
for 80 percent of the hydrocarbons to be converted to carbon
oxides. Energy intensive, the steam reformation process
cerrjrtr *= amount of the total energy usage. In
other words, energy is needed to manufacture hydrogen.

After the reforming process, the gas mixture is fed through
a heat recovery step and reacted with excess steam. This con-
verts carbon monoxide to carbon dioxide, reducing the carbon
monoxide to less than 1percent. The remaining carbon monox-
ide and carbon dioxide can be removed using a methanation
reaction, leaving a hydrogen purity of 97 to 98 percent, which
is adequate for most uses as a fuel. To reach 99.97 percent puri-
ty, a pressure swing adsorption technique is used, passing the
raw gas through a series of activated carbon beds.

Partial Oxidation . . . L
Partial oxidation is similar to steam reformation in the pro-

duction of hydrogzen. The process involves steam, oxygen, and
hydrocarbons that are converted to hydrogen and oxides of car-
bon. The process ofPartlalpmdathn requires additional facilities
to separate oxygen from nitrogen in the air and requires separa-
tion equipment for the conversion and removal of carbon diox-
ide. Compared with steam reformation, an additional step Is
reguwed,_vyhere oxygen is used to oxidize hydrocarbons to pro-
vide sufficient energy to drive the process and release additional
amounts of hydrogen. Feedstocks range from methane to coal.
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Coal Gasification o
In their ninety gasification plants, Texaco has been the

| leader in developing coal gasification technology. From a single

ton of Kentucky Number 9 coal, almost 50,000 cubic feet of

1 hydrogen can be produced. This process is the cleanest com-
j__mercial method of coal utilization today. Sulfur is removed and
transformed in the process; it is then sold as an agricultural

chemical. A resultant dry synthetic gas is saturated with water to

suppress nitrogen oxide emissions. .
Texaco's Cool Water Coal Gasification Program plant islocal*

edon 195acres midway between Los Angeles and Las Vegas, with

an adjacenr 103acres used for railroad loops, coal handling, and
storage. Jn this plant, coal is converted to a synthetic gas tliat has
approximately one-third the heating value of natural gas. The
synthetic gas is routed into a catalytic water solution for a reac-
tlon. An oxygen atom is removed from a water (steam) molecule
cijiu d'uucu 10dXAiuOu ujOfii/Xitic jinjicCiiic iOnidKtTuut/uii (A
ide. Therefore, each carbon monoxide molecule becomes a car-

— ey — -
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Steam-Iron Process
The steam-iron Brocess was commonly used to produce

industrial hydrogen before the inexpensive natural gas steam
reformation” process was developed. This technology involves
steam being reacted with hot iron to produce 828 at a tempera-
ture ranging from 815 to 870 degrees centigrade. The first step
involves coal gasification that uses steam and regular air, pro-
dudng a mixture mostly of carbon monoxide and hydrogen.
The mixture is introduced into a second chamber with iron,
produdng iron oxide (FeQ). The third step involves the transfer
of the hot iron to a steam-iron reactor. The iron oxidizes in rhe
presence of steam to produce an iron oxide (FejO*) and a hydro-
gen-iich gas. The gas mixture is purified by condensing out the
steam and running the remalni. < gas through a methanation
reaction, resulting in 97 percent pure hydroeen gas. This process
requires a great amount of power.

W ater Electrolysis i

To produce hydrogen electrolytically retiuires onl;r pure
water and electrical energy. In an” ideal world, nonpolluting
renewable resources such as solar thermal energy, photovoltaics,

dNo & WaIdH SY i EETT AL 2002 T0 AH

wind energy, or hydroelectric power would generate the needed |
electridty. Current renewable techniques are not economically
feasible for large-scale hydrogen production. Electric energy \
from fossil fuels foT electrolysis is expensive, with costs threeto  J
five times greater than hydrogen production from fossil fuels.

~In electrolysis, electricity decomposes water into its con-
stituents, gaseous hydrogen and oxygen. Two electrodes aie
used in electrolysis, one positive and one negative. They are
immersed in a current-conducting electrol%te that may consist
of a mixture of water with a salt, add, or base. The most com-
mon electrolytes used are alkaline electrolytes such as potassium
hydroxide (KOH). These electrolytes conduct electridty very
well and are quite stable, with minor corrosion problems.

The positively charged potassium ion (K+) is reduced and
reacts with the water to form a hydrogen atom (H) and a
hydroxyl atom (OH). The hlghlﬁ reactive hydrogen atoms bind
to the me.al of the negative cathode. These atoms can combine

bon dioxide molecule, and each water molecule becomes a
hydrogen molecule. This leaves a mixture of hydrogen and car-
A hon dioxide that is routed to an acid-gas removal section where
| "the carbon dioxide is removed. The resulting gag steam is prima-
| rily hydrogen. The dean synthetic gas is fired in a combustion
| turhine, and the resultant heat produces steam. This steam drives
a turbine. The net electridty produced from this plant is equiva-
lent to about 4,300 barrels of oil J)er daoy, produdng 117 I
megawatts and serylngithe energy' neeas of 100,000 households. l
This product is equivalent to the 70million cubic feet per day of i
I hydrogen produced by a 1000-ton-a-day coal plant. .
~ Texaco's cool water program has received worldwide recog- |
nition. Emissions of sulfur oxides, nitrogen oxides, and particu-
lates avera/ge about 10 percent of the maximum levels permitted
by the EPA for new coal fuel electric generating plants. Texaco
believes coal Pasmcatlon is the preferred option for hydrogen
production plants on a long term basis. The Japanese Ube
Ammonia Industry Company uses Texaco‘sdga3|f|cat|on system to
convert 1,650 tons of coal per day into hydrogen for the manu- ;
facture of 1,000 tons of ammonia per day.
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with one another to form hydrogen molecules (H;), which leave

the electrode asa gas. At the positive anode, the hydroxy] atoms

attach to one anotner, producing waterand oxygen. Two oxygen

atoms combine to form an oxygen moiecule. .

As technology advances, the efficiency of water electrolysis

continues to improve. Three promising advanced technologies

are under investigation: o _

1. Advanced water electrolysis involves operating the cells at
temperatures greater than 100 degrees centigrade. This
improves voltage efficiency, decreasing the amount of ener-
gy required to produce hydrogen. . .

2. Solid polymer electrolysis technology involves a solid
rathe- than a liquid electrolyte Its compactness and sim-
plicity make it a viable technology for commercial elec-
trQIsz. Nation is the solid polymer used. When saturated
with water, the polymer becomes acidic and conducts ions.
NJ-Krara ir ngsr"n.tl,ig <n»|7/ «\my«igjplA <« it N k

amounts of platinum catalyst loading.

3. High temperature electrolysis uses a solid eIect_roIYte that
does not oorrode. It decreases the need for electrical energy
and minimizes over voltage. The materials are costly, and
the process requires a high temperature heat source.

Thermal Decomposition .

Thermal decomposition (pyrolysis) of natural gas can produce
hydrogen. At temperatures above 900 degrees centigrade and pres-
sures up to 150PSI (150pounds per square inch or 10atmospheres),
methane almost completely decomposes to carbon and hydrogen.
Energy required for methane decomposition is less than that required
for steam reformation of methane. However, the thermal efficiency
for steam reformation is 75 percent higher than for methane decom-
position. On the positive side, no carbon dioxide emission occurs in
the thermal decomposition of methane by pyrolysis.

A low-cost process for hydrogen production involves thermal
decomposition of water vapor at temperatures up to 200 degrees
centigrade using solar energy- and oxygen in- high-temperature
ceramic membranes Avoiding conversion of solar energylto electri-
cal energy minimizes the energy required to produce hydrogen.

THE HYDROGEN ISHFKASTRUCTURE 3

Biomass Gasification _ o

~ Technology to produce hydrogen by biomass gasification
with steam and oxygen has been progressing. Biomass, such as
plant matter, uses solar energ(Y (photosynthesis) as the primar
energy source to produce hydrogen, thereby becoming a feed-
stock. Biomass is defined as all plant and anhnal material that
can be converted into energy. Biomass comes from a variety of
sources mcludln? residues, mestes, and crops grown for energy
use. Plants used for energy production indude crop residues, for-
est residues, standing vegetation, and energy crops. Growing
biomass b?/ rapid crop rotation for wood production isone type
of energy farm. _ _

Animal waste, mainly from livestock, can be used as an
energy' source in the form of manure. Mummﬁal solid wastes are
also used as a feedstock for hydrogen, with the organic fraction
extracted by size reduction and separation processes. Industrial

U —y Ivyi frvA/f )E]mrpcrtra,\r’t Itlinfc mrVi K rjlTintffiM
breweries, and sugar mills can produce hydrogen. Even the
organic fraction of sewage wastewater can be used after it is sep-
arated and dried. _ . .

Modem technologies can convert hiomass into a variety of
Pro.ducts including methane, methanol, oils, charcoal, nr direct-
yLinto hydrogen. Throu%h steam reformation or gasification,
hydrogen can be extracted from ail these hydrocarbons.

_in"the United States, ene_r?_y from biomass could supw an
estimated equivalent of 7million barrels of oil per day. Waste
resources could supply 40percent, and ener%y crops could sup-
Fly 60ﬁercent, grown on 80 million acres 0T excess a?rlculture
and. The crops of sugarcane and sorghum on 66.4 million acres
that were taken out of L\S. production between 1981 and 1983
could have supplied enough energy' th%enerate 34 percent of
the nonnuclear power generated In 1986. In other words, bio-
mass could supply a great amount of hydrogen.

Hydrogen From Bacterial Sources _
Hydrogen can be acquired from bacteria. Cyanobacteria haw

two important hydrogen metabolizing enzymes. Nitrogenase pro-

duces hydrogen molecules and hydrogenase consumes diem. To

dD & WAOdH SY W 1T AL 200C-TO-AvH
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produce hydrogen, Cyanohacteria musi be kept in an anaerobic
(oxygen-free) environment. Otherwise, they would consume
theirown hydrogen. They are ideal mlcroor?anlsms for produc-
ing hydrogen because of their ability to perform photosynthet-
ic carbon dioxide fixation, and because they can thrive in a
simple inorganic environment.

~ Photosynthetic bacteria can produce hydrogen from organ-
ic acids, alcohols, sugars, and a few sulfur compounds at a high
rate for Ionger periods than can Cyanobacteria,

Anaerobic digestion is used to produce methane gas and
other useful residues from a variety of carbonaceous materials.
The waste from one set of organisms is the food for another set
Dlg?estlon takes place in the presence of anaerobic bacteria.
Cellulose and hemi-cellulose are broken down by enzymes to
form soluble organic compounds. These compounds are con-
verted to hydrogen, carbon dIOXJde, and acetate by arid-pro-
rj Vo K ' ' :u/v;.\u{n u H\O\AUOXXU‘ Uy UIC(CJ<\‘nVJ\-pI\JU\M Ig
bacteria from the hydrogen, carbon dioxide, and acetates.

Stirred tanks are the mainstays of most digestion systems.
Anaerobic digestion Is the preferred process for gasification of
high-moisture grains. The resultant gas (mostly methane?}has a
medium fuel value. Hydrogen can be obtained from the gas
throu?h steam reformation, but the additional process is not
cost effective at present.

Renewable Sources . -
Hydrogen is already produced in great quantities today,
about 500 billion cubic meters annually. However, only 1 per-
cent is produced from solar, wind, e water. The predominant

source (about SO percent) is natural gas.

l— A breakthrough has occurred at the National Renewable

Energy Laboratory (NREL), headquartered at Golden, Colorado.
NREL recently announced the invention of a semiconductor
device that converts light into hydrogen that is suitable for a,
fael. In one step, light goes in and hydrogen comes out. NREL
daims the device has an efficiency twice any previous device

1 that converts light energy to h;{d_rogen: Scientists are curious to
| examine the technology underlying this remarkable claim.

THEHYDROGES INFRASTRUCTURE 95

HYDROGEN STORAGE

“Until this time in the hydrogen story', storage has presented a
major hindrance in the progression toward a hydrogen economy.
Hydrogen has a low energy density, meaning that It requites a
considerably greater volume for storage than does gasoline. This
translates into larger storage tanks and shorter driving ranges for
vehicles. Consumers are used to traveling great distances before
refueling their vehides. Rapid]}- developln% technology promises
to extend these drlvm? ranges to make them comparable with
those of gasoline vehicles. Three major storage systems exist for
rqygrp en; compressed hydrogen gas, liquid hydrogen, and metal

ydrides.

Compressed Gas ]

Because of hydrogen's low energy density, a compressed
WiTt/VIE N UL Vg, THRY. Ui XuCU WLV VI TULY) vl
than a comparable gasoline tank. This figure has been reduced as
the compression tank technology has progressed. .

The high-pressure vessels used to store hydrogen are typical-
Ig aluminum cylinders Wraﬂped_ with carbon fibers in fiberglass.

theT designs being researched include aluminum wrapped with

Kevlar or graphite, plastic liners Wrapﬁed with graphite, and
high-strength aluminum cylinders. Both volume and mass are
issues for storing hydrogen as a com&rgsse_d gas. A pressurized
hydrogen system at approximately 3,000 psi weighs nearI% three
times more than a comparable liquid hydrogen system. The vol-
ume can be reduced by increasing the Rressure of the compressed
gas, potentially up to 8,000 psi. For these high-pressure vessels,
cost and safety become an issue. Compressing the hydrogen gas
to these pressures requires more energy. _

Atone time, a hydrogen vehicle with a 200-mile range, com-
ﬁared with the range of an electric vehicle, would require two

ydrogen tanks Welghm? ahout 100 pounds. Such a vehicle

would lose about one-haltof its trunk space. A hydrogen vehicle
with a 200-mile range is also possible, but the trunk space would
essentially be eliminated by adding two more tanks. Higher pres-
sure storage vessels have extended the driving ranges.
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The worlds water supply

If all earth’s water fit ir a gallon
jug, available fresh wa* er would
equal just over a table spoon-
less than half of one pi;rcent of
the total. About 97 pexent of *
‘the planet’s water is suawater;
another 2 percent is locked in
icecaps and glaciers Vast
reserves of fresh water underlie
earth’s surface, but mu:h of itis
too deep to economic allytap.



Sharon Long

From: Stacy Schubert [president@anchoragechamber.org]
Sent: Friday, May 04, 2007 9:21 AM
To: governor@gov.state.ak.us

Subject: Letter to Governor Palin, Producers, and All Alaskans

Open Letter to Governor Palin, Alaska's Major Producers, and nil Alaskans:

The Anchorage Chamber of Commerce has been representing the interests of business and improving
quality of life in Anchorage since 1915. We boast more than 1,200 members who employ in excess of
70,000 people. Our members range from small "mom and pop™ shops to multi-national corporations.

We are not experts in building a gas pipeline, nor are we in a position to proffer advice about the
specifics of what should or should not be included in a pipeline process. We do take our
responsibilities as citizens seriously and we have made every effort to become informed about the

critical issues involved in such a mega-mega project.

As business people and as Alaskans, we assume responsibility to underscore the importance of getting
a natural gas pipeline built and to encourage action that results in such an outcome. It is not hyperbole
to suggest the economic future of our state hinges on this project. We, therefore, write this letter to
express our concern, not about any specifics in Alaska Gasline Inducement Act ("AGIA™) but rather a
concern about the positioning, the tone and the stated philosophies that we feel are combining to hinder
the prospect of realizing a viable project. This "zero sum™ game that has been established - pitting the
interests of the major producers against the interest of the State is an inherently false and ultimately
harmful dichotomy. The truth is the major producers and State have worked together as partners for
more than 40 years, growing and developing our state

Do not be mistaken: When it comes to building a natural gas pipeline, the Anchorage Chamber is not
advocating for a specific proposal or for a specific group. We are instead asking, in fact, pleading with
all parties to make a concerted and sustained effort to place the common good at the forefront of the

debate.

We ask Governor Palin's Administration to reach out to the major producers to get them involved and
invested in the process As exclusive owners of the leases of the gas, it is unrealistic to suggest they
are not critical to the success of the project. As representatives of the business community, we are
further concerned any project premised on a notion that gas can be acquired via litigation not only rests
upon grave uncertainty but also creates a chilling environment for all Alaskan businesses.

We ask the major producers, BP, ConocoPhillips and ExxonMobil, to take advantage of this precious
and precarious moment in our state’s history to firmly and finally establish your place as partners with
the people of Alaska in both word and in deed. Recognizing that you have interests throughout the
world and have the ability to walk away from this project, we ask that you do not. We ask that you
demonstrate your commitment to Alaska and Alaskans, not by agreeing to a deal which is
economically unsound but instead by continuing to look for points of agreement until such time as the
goal of a viable pipeline is achieved.

At the Ancl.orage Chamber, we are fortunate. We have worked arm in arm with the major producers
on many occasions. They are not a faceless global corporation but instead are Phil, Alice, Brian, Tom,
Carla, Dave and many more. Despite many ups and downs during the past 40 years you and your
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predecessors have partnered with the State of Alaska to build a prosperous and vibrant state. Knowing
this, and knowing you, we ask that in this critical hour that will define our future, you make an

extraordinary outreach effort.

In Alaska we are fortunate to live in a state with a population so small that our legislators and public
officials are truly also neighbors and friends. Thus, we know the Administration and the Legislature
ure comprised of people with integrity, doing the best they can to achieve the brightest financial future
for all Alaskans. We applaud your efforts to bring competition and market forces to bear on this vital
project. We ask, however, that you avoid the tendency to have too much pride in your creation, and
allow instead for modifications which permit greater flexibility and thereby increase cooperation and
the likelihood that AGIA will result in a viable and profitable pipeline project.

We will continue to monitor your progress on this matter. We will be particularly watchful for signs
that you are listening to the voice of Alaskans who urge you to put aside distrust and entrenched
positions, and to reach out and work cooperatively with all interested parties in a manner which is
productive and geared toward the common good. We thank you for your efforts thus far and we
remain hopeful that you will do your collective best to get a gas pipeline built as we lay the economic
future of our state in your hands.

Sincerely,
William J. Evans Stacy Schubert, IOM
Board Chairman, 2006-07 President

Stacy Schubert, IOM
President
Anchorage Chamber of Commerce
1016 West 6th Avenue, Suite 303
Anchorage, AK 99501
www.anchoragechamber.org
D: (907)677-7109
C: (907)301-4556
F: (907)272-4117
"Making Change"
"Every man owes part of his time and money to the business or industry to which he is engaged. No
man has a moral right to withhold his support from an organization that is striving to improve
conditions within his sphere.”
—President Theodore Roosevelt, 1908
Thank you for supporting the Anchorage Chamber of Commerce!
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