Testimony of Richard A. Fineberg on SB 138 

before the Senate Finance Committee

March 4, 2014

Five score and several years ago, philosopher and writer George Santayana spoke these  famous words: 

Those who cannot remember the past are condemned to repeat it

Now we are engaged in another great gas line dream that is also dedicated to the Santayana proposition that

Miracles are propitious accidents, the natural causes of which are too complicated to be readily understood.

Four decades of history have taught us that the three major producers who control roughly 90 percent of North Slope oil production and an even larger share of TAPS have overcharged on the pipeline, augmenting hefty profits by reducing state  taxes while penalizing potential competitors.  In the last two weeks separate news reports – from the state Supreme Court and the Federal Energy Regulatory Commission – indicate that these majors, who racked up billions of dollars in extra profits from TAPS overcharges, continue to seek new ways to manipulate TAPS tariffs to the detriment of state interests. Meanwhile, every major natural gas project has failed.

Testifying on the recent shift in gas line hopes from “My way is the highway” to the fantasy of Asian LNG, knowledgeable consultants have identified the following
significant problems:  

· natural gas is less valuable than crude oil;
– natural gas pricing is more volatile and significantly more opaque than oil pricing; 
– a much larger percentage of the market value of natural gas is tied up in that      pipeline delivery system;
– the cost of the North Slope LNG proiect ranges from $45 to $65 billion; and
– project delays would be extremely detrimental to potential profits.

Despite these indications that investment in a North Slope natural gas line would be a high-risk venture, I note with interest that in SB 138 deliberations last week the Senate Finance  Committee placed less than a dozen documents on the record, including an executive summary of a report that was12 years old.  By comparison, during the same period the committee tendered 31 documents on a bill establishing an Alaska Sentencing Commission and 17 documents on a resolution urging Congress to provide equitable oil and gas sharing for areas adjacent to the Outer Continental Shelf. 

In his declaration on the causal relationship between ignorance of history and the repetition of mistakes, Santayana also said this:



when experience is not retained . . . infancy is perpetual.

If the shoe fits, do not wear it. Instead of pursuing childish natural gas fantasies, alter your course to focus on oil and carefully consider the lessons of history.
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