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1 DISCUSSION 1 overnight. We know exactly what it is. More
2 MR. LEMASTER: You talked about the 2 importantly, we can show it to a banker as Janetta
3 conditional lease and I'm assuming that that process 3 has indicated and they can see that there is no show
4 isin process now? 4 stoppers. It's just a matter of work.
5 MS. PRITCHARD: That's what we are looking 5 Our intention is and one of the reasons we
6 atnow. We have written a commissioner’s analysis 6 are attending these hearings -- and we read the
7 regarding the use of State land and whether it's in 7 commissioner's draft decision and all of those
8 the State’s best interest to issue a conditional 8 things -- is so that we have a pretty good idea of
9 right-of-way lease. 9 what we need to do even before this thing is actually
10 MR. LEMASTER: Once that is issued what is 10 concluded. Eventually, there will be, after the
11 next? 11 public hearing process is closed, DNR will give us
12 MS. PRITCHARD: The next step is actually 12 something in writing that tells us here is the
13 in ANGDA's court. They need to go get financing; 13 conditional right-of-way.
14 they heed to show that they have the capability of 14 We are already preparing for summer work
15 building this pipeline. They need to do up 25 15 in field that will advance that cause. We hope to be
16 different plans that I mentioned previously and then 16 in a much better position on this by, say, the fall.
17 when they've got those things done those plans need 17 We hope by next spring to be in a much better
18 to be approved by the Department. And we look at 18 position. Those are the time lines we are working
19 other agencies like fish and game for stream 19 against. This is the crucial first step and once we
20 crossing; we are not an island alone. 20 cross this threshold it gives us the momentum to go
21 MR. LEMASTER: Has the conditional lease 21 onand do a lot of other things.
22 been approved? 22 MS. PRITCHARD: And the conditional
23 MS. PRITCHARD: It has not been approved. 23 right-of-way lease that the State is proposing to
24 And it will not be approved until after all the 24 offer to ANGDA is actually on our web site. You can
25 public comment period is over. So ANGDA has quite a | 25 go out there and see what is being proposed and as
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1 bit of work to do, but this is a document they can 1 all of you know leases and contracts are a negotiable
2 take to a financial institution and they can say: 2 instrument, so I don't know what ANGDA will come back
3 You know the State is willing to werk with us and 3. with, but this is what the State is proposing,
4 will you lend us the money. 4 MR. HEINZE: Maybe the other point to make
5 They also have other options for getting 5 clear is that at this point the only thing under
6 money, but you know that is their business. That is © consideration has to do with the State of Alaska. We
7 not something that my department, the Department of | 7 certainly have preliminary discussions with Ahtna. 1
8 Natural Resources is concerned about. The 8  would never describe what we have talked about there.
9 conditional lease is issued for a ten-year period and 9 We know there is lots of other people's
10 that's according to statute. 1C Jand we are going to cross along the way here and
11 MR. HEINZE: Janetta, if it's okay, maybe 11 that's next. But for now all we are dealing with is
12 we can answer that question a little bit from our 12 State land and trying to nail down that portion of
13 perspective. We chose to apply for a conditional 13 the alignment and how we are going to do it and all
14 right-of-way rather than a right-of-way because the 14 those issues. It seems to us, again, that is the
15 tests to get a right-of-way is far beyond us right 15 vital piece of the puzzle because the other elements
16 now. We do not have the work done and it would cost | 16 are frankly just work. The matter of going and
17 us a lot more millions of dollars do get all that 17 talking to folks and figuring out how to make it
18 work done. So we kind of made a choice to go fora 18 work, this is the big hurdle. Once we clear this
19 conditional right-of-way. 19 hurdle were pretty far ahead.
20 In this case the State land position is 20 MR. LANEGAN: From my experience in past,
21 dominant along this route and without a State 21 Tknow for a fact that a great number of permits have
22 right-of-way you have no project. So by obtaining 22 been pre-obtained in the people and personnel and
23 the conditional right-of-way we know at least exactly | 23 clientele for Yukon Pacific Corporation and I'm not
24 what we have to do to perfect that lease. It doesn't 24 knowledgeable in the fact that a great number the
25 mean they're easy, it doesn't mean it will happen 25 permits have already been pre-obtained and there is
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1 untold months, days, years to the enhance this 1 publics own us, we don't have shareholders in the
2 movement, but how does the State go about 2 traditional sense, Their interest has been in the
3 obtaining -- other than perhaps having to purchase 3 big project related to Valdez. We have taken a much
4 those items and energies from Yukon Pacific. 4 more modest view and frankly the critical issue right
5 MR. HEINZE: 1 would like to respond to 3 now is getting gas to the Cook Inlet, above all.
& that. € We obvionsly could work with them on those
7 MS. PRITCHARD: That's fine. 7 permits if that became the desirable thing to do.
g MR. HEINZE: A couple of things. Number 8 Right now our approach is to focus much more on the
9 one: As ANGDA came into being the major project we 9 getting to Glennallen approach using the Taps
10 were handed was to go to Valdez and make LNG and we | 10 right-of-way and putting our energy into this whole
11 did our first year-plus invest a lot energy in that. 11 new right-of-right that nobody else has worked on.
12 One of the things we did do is review very carefully 12 MR. LANEGAN: What size of pipeline are we
13 what Yukon Pacific had and what they didn't have. 13 actually talking about?
14 Frankly, a lot of their right-of-way 14 MR. HEINZE: We visualize thisas a
15 permits from both the federal and state govemment 15 24-inch high pressure gas line. The wall thickness
16 are reasonable valuable and good things. For 16 would be anywhere from about three-quarters to
17 instance, some of their permits associated with- 17 one-inch thick. In a structural sense you could
18 Valdez, I put some question marks on if for no other 18 build bridges out of pipe like that. It's smaller
19 reason that 9/11 changed a lot the rules for LNG 19 and stronger. It's not spaghetti or it's not thin
20 plans and things like that. What you need to realize 20 wall, it's a very strong piece of pipe.
21 is that the right-of-way we've applied for here has 21 At the end of the day it's going to depend
22 never been applied for and has never been studied. 22 on what people want, how much gas they want af that
23 Going from Glennalien to Palmer the 23 end of the pipe. If for instance, there isn't that
24 spurline has nothing to do with what Yukon Pacific 24 much demand in the Cook Inlet area, that pipe might
25 did. And at this point we have simply indicated that 25 become 20-inches. If there was a lot of demand
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1 one of the better approaches to look at the side of 1 coming from Delta to Glennallen, it might be a
2 their permits and their right-of-way is to look at 2 28-inch. But the design work we have done basically
3 using the Taps right-of-way almost entirely. And the 3 will accommodate a fairly reasonable range of pipe.
4 reason is we are talking much smaller gas line. 4 Again, we have not visualized ourselves with 36-inch
5 We are talking about a circumstance that 5 or 48-inch pipe. We're talking about a size that is
6 is not a few years after we finished Taps. It's 35 & readily manufactured all around the world.
7 years and we know a lot lot more. And very frankly 7 MR. LEMASTER: Would this pipe provide
8 we hired a company to look at that concept of going 8 mnatural gas all the way to the Kenai Peninsula?
9 from Delta to Glennallen in the Taps right-of-way and 9 MR. HEINZE: At this point all we have
10 they said it was feasible. And this js a very 10 really studied is the pipeline itself. We haven't
11 competent pipe line company; they locked at those 11 worked a lot on the ends, if I can put it that way.
12 issues. 12 In the Glennallen end of the pipe it's pretty obvious
13 I've worked with Taps owners and asked 13 we need a compressor station. We have talked with
14 them about it. Thave given them a copy of that 14  the electric cooperative about gas being available to
15 report and they said: Whoa, let's talk. Again, 15 make electricity and electricity available to run our
16 that's one of the things that will happen as this 1€ compressors by motors. So we would be an industrial
17 process moves forward. We will look at the technical 17 seller and an industrial consumer in the area which
18 and the legal and all those issues that are involved. 18 is kind of a win/win. There would be propane
19 Yukon Pacific’s permits, as [ understand 19 manufacturing associated with the conditioning
20 it right now, are in control of an organization 20 process with the turbines and whatever fuel is used
21 called the Alaska Gas Line Port Authority which is 21 inthe area. :
22 Valdez, Fairbanks and Prudhoe Bay. We have the same | 22 At the other end we have not really worked
23 first name and last name, but we have different 23 the problem. It could be as simple as dumping into
24 middle names. We are different. 24 the Enstar system which is something that's pretty
25 We are both public in the sense that the 25 easy. It might be a whole power plant and [ can't
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1 tell you there won't be a petrochemical facility. 1 ways you can deal with the energy issue of Cook
2 Right now we have a study underway wherc 2 lInlet. There are some things that are important in
3 there is seven or eight different things we are 3 the short term like energy conservation, looking for
4 looking at at that end of the pipe. We have been 4 more gas in Cook Inlet area. But we are looking in
5 trying to figure out how big they are, how much they | 5 terms of getting gas from the North Slope to the Cook
6 cost and what the possibility is. In between, we 6 Inlet area because it's the only thing that in the
7 know that it's probably not economic to pull high 7 long term solves the problem.
8 pressure gas transmission off the pipeline like this 8 MS. PRITCHARD: Are there any other
9 for every place you go. 9 questions? Okay, I guess we are done. Thank you for
10 But that's not to say there won’t be some 10 coming.
11 large consumers along where it may make sense, Forg 11
12 instance, if we get into the Palmer area as we come ;12
13 by Sutton, we go by the State Correctional 13
14 Institution. I can't tell you that that might not be 14
15 a place where it is worth it economically to install 15
16 the equipment and actually make that work. Ifthat |16
17 happens, then that will have benefits to the people 17
18 around them, just as gas might be available around 18
19 here. 19
20 But I don't think you can afford to pipe 20
21 it very far to homes and other things. We see the 21
22 propane as the way having the biggest influenceon {22
23 local energy markets all up and down this highway, {23
24 frankly, 24
25 MR. LEMASTER: But theend result atthe {25
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! end of the day is to get gas to the Anchorage Bowl. 1 CERTIFICATE
2 We'll run out of gas in a few years if they aren't 2 :
3 able find any additional supplies in Gook Inlet and 3 I, the undersigned Notary Public in and for the
4 my question is: Does that grid, when you finally get 4 State of Alaska, do hereby certify that:
5 into that grid, of the Anchorage-Palmer-Wasilla bowl, 5 T am not a relative or employee or attomey or
6 does that grid extend all the way down to the Kenai 6 counsel of any of the parties to said action, or a relative
7 Peninsula or is that a separate grid down in that 7 of employee of any such attorey or counsel, and that I am
8 area that would have be looked at? 8 not financially interested in the said action or the
9 MR. HEINZE: We have broadly looked at the | ° ©utcome thereof o
10 Cook Inlet area as Kenai-Anchorage-Matsu; everybody 10 The qumess’ before examination, was by me duly
11 we can think of. And that's important because we're 11 sworn to testify the truth, the whole truth, and nothing
. . . 12 but the truth; and
12 approaching 500,000 people in the state in that 13 The deposition, as transcribed, is a true
13 litle rub I just did of my hand. That is a ot of 14 record of the testimon , iven by the \:vitness
14 folks, that's a lot of folks who have enjoyed fairly 15 IN WITNESS )\(NgHEREz’)F, I have hercunto set my hand
12 ;:hlei:p energy because of the gas situation in Cook 16 and affixed my official seal this 23rd day of April, 2006.
niet, 17
17 That world is changing and it's changing 18
18 wvery fast. People are looking for gas, but they are 19
19 frankly not finding it. That $60 oil wilt keep both 20 PATTA K. JOHNSON
20 Kenai LNG plant and the Agrim (phonetic) plant from My commission expires
21 going and they are the major users of gas in the 21 07/04/08
22 area. And as such the supply and demand and balance | 22
23 is going to narrow quicker and we see a real urgency. 23
24 We have also just completed and are 24
25 releasing to the public a study to look at different 25
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