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Anchor age, Al aska

POSI TI ON STATEMENT:  Testified and answered questions during the
di scussi on of HB 3001.

ACTI ON NARRATI VE

CHAIR JOHN COGHILL called the House Rules Standing Conmittee

nmeeting to order at 2:07:04 PM Represent ati ves Faircl ough,
Johnson, Sanuels, Kerttula, Guttenberg, Harris, and Coghill were
present at the call to order. Representatives Ranras, Roses,

Neuman, Buch, and Seaton were al so in attendance.

HB 3001 - APPROVI NG AG A LI CENSE

2:07:22 PM

CHAI R COGHI LL announced that the only order of business would be
HOUSE BILL NO 3001, "An Act approving issuance of a l|icense by
the comm ssioner of revenue and the conm ssioner of natural
resources to TransCanada Al aska Conpany, LLC and Foothills Pipe
Lines Ltd., jointly as licensee, under the Alaska Gsline
| nducenent Act; and providing for an effective date.”

2:07:52 PM

REPRESENTATI VE HARRI'S, speaking as chair of the House Rules
St andi ng Commi ttee subconmi ttee on Ad A, revi ewed t he
subcomm ttee's work on HB 3001. He then submtted the

subconmittee report regarding HB 3001 for the consideration of
the full House Rules Standing Conmttee.

REPRESENTATI VE  SAMJELS offered his appreciation to the
representatives from Tr ansCanada Al aska Conpany, LLC
(" TransCanada") . He expressed his belief that |egislators now
understand this issue and the fundamental choices to be nade
He opined that the neetings held across the state have provided
| egi slators and the public with the opportunity to see debate on
all sides of the issue. He concluded that the process has
educated the legislators trenmendously.

2:11: 39 PM
REPRESENTATI VE KERTTULA thanked the chair and the adm nistration
for the access to experts and the answers that were provided to

the |egislature. She also thanked nenbers of the public for
their participation and support across the state.
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CHAI R COGHI LL acknow edged that his opinion about neeting across
the state <changed from skepticism to appreciation of the
di scussions and the community invol venent.

2:13: 35 PM

CHAIR COGHI LL indicated that the proposed amendnments would be
consi der ed. He advised that testinmony would be limted to
invited participants since public testinony has been taken on
the bill. He noted that the bill is sinple. Chair Coghill
i ntroduced the bill that read:

Section 1. The uncodified |aw of the State of Al aska
i s anended by adding a new section to read:

APPROVAL OF | SSUANCE OF LI CENSE UNDER THE ALASKA
GASLI NE | NDUCEMENT ACT. The conm ssi oner of revenue
and the comm ssioner of natural resources are
authorized to issue a |icense under AS 43.90.010 -
43.90.990 to TransCanada Al aska Conpany, LLC and
Foothills Pipe Lines Ltd., jointly as |icensee.

Sec. 2. This Act takes effect inmediately under AS
01. 10. 070(c) .

CHAIR COGH LL said that HB 3001, Version A was before the
commttee and invited a notion.

2:15:58 PM

REPRESENTATI VE JOHNSON [although no formal notion was nmade]
objected to noving HB 3001 from conmtt ee.

REPRESENTATI VE FAI RCLOUGH requested a discussion about whether

anendnents could be mde to HB 3001. She recalled a press
conference "tal king about people trying to derail the process
and the hard work that this body and all |egislators have done
during this process." She opined that this discussion before
amendnents are taken would raise the confort level in "our

ability, froma | egal perspective, to amend."
2:17:18 PM

REPRESENTATI VE SAMUJELS referred to a Ilegal nenorandum dated
January 23, 2008, and read the conclusion, as foll ows:
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In conclusion, the legislative consideration of the
issuance of a license under AGA is limted to the
approval and disapproval of a |icense. However, the
| egislature also has the power to anend AG A if it
finds existing |aw does not result in the project that
the legislature finds is in the best interests of the
state.

REPRESENTATI VE  SAMJELS stated that "pretty nuch sums it up.”
He opined that philosophically speaking, the legislature is a
separate and equal branch of governnment, and even if the
adm nistration and TransCanada oppose the proposed anendnents,
it is the legislature's duty [to deliberate on legislation]. He
said, "W do not work for the executive branch. Period."

REPRESENTATI VE FAIRCLOUGH clarified for the public that the
menor andum Representative Sanuels referred to is dated January
23, 2008; the subject is a work order 25-LS1375 and he is
referring to page 2 of the docunent in a concluding remark.

2:18: 37 PM

CHAIR COGHI LL offered his belief that HB 3001 is anmendabl e, but
noted that the significant consequences of doing so should be

consi der ed. He surm sed that amending the bill could be a way
of opposing HB 3001, and he and encouraged nenbers who oppose
the license to "just say that straight up.” In response to
Representative Kerttula, Chair Coghill noted M. Bullock's
presence.

2:19:45 PM

REPRESENTATI VE KERTTULA offered her belief that an anmendnent
"kills the whole process,” and thereby the |egislature would be
back to the start of the process. She opined that the
legislature is in a unique position, in that it has a contract
before it, and if "we start to change things, pull that thread,
the contract falls apart, and we're back at square one w thout
anything in front of us.”" She offered her point of view that if
the bill is amended on the House floor, the |egislators have
"killed the whol e deal . "

CHAIR COGHI LL noted his wllingness to entertain all of the

amendnent s. He explained that if it is necessary to obtain a
| egal opinion the possibility exists that the legislature could
have "dueling |egal opinions.” This was the source of his

reluctance to invite testinony at the outset of the hearing. He
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opined that it is the legislature's decision as to whether to
anend the bill; however, he stressed that knowing the
consequence is inportant due to the fact that "the practical
effect of a significant change in the requirements of this
license is really a 'no" vote."

2:21: 07 PM

REPRESENTATI VE FAI RCLOUGH questioned whether changes could be
agreed to by the legislature, the adm nistration, and
TransCanada through a process such that the legislature would
anmend AG A, the governor could sign the AGA license, and "the
third way, sort of being able to cascade down so that you' ve
gotten all parties to the table at the end, and TransCanada then
in the form of accepting any portion of the $500 mllion would
agree to those sanme terns."

CHAIR COGHI LL surmsed that a change begins to dimnish the
parties' wllingness to honor AGA since [AGA created] an
expectation both at the application and the awarding stage of

Ad A He suggested that the committee discuss the policy
debates and if that issue beconmes the salient question, "we can
probably get the 'dueling' |legal opinions." He stressed that
despite the best |egal opinions, the commttee will ultimtely

make a policy call.
2:22:59 PM

REPRESENTATI VE SAMUELS indicated that one of his anendnents
touches on the actions of the state and not of TransCanada. In
addition, one anmendnent pertains to indemification of the $16
billion, which is in the best interests of the state, he opined.
He advised that the amendnents relate to policy calls and are
not "reaching in and maki ng substantive changes to nust haves or
things that were in the [Request for Proposal (RFP)] or things
t hat wer e in t he TransCanada proposal , ot her t han
i ndemmi fication." He pointed out that the state could not
address the issue of indemification prior to the |licensee being
sel ect ed.

REPRESENTATI VE KERTTULA disagreed and asked for the amendnents
to be offered.

2:24: 44 PM

REPRESENTATI VE JOHNSON nade a notion to adopt Anmendnent 1,
| abel ed 25- GH3055\ A. 2, Bull ock, 7/14/08, that read:
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Page 1, line 1, followng "Act":

Insert "relating to the extension of inducenents
to a natural gas pipeline project that would transport
natural gas from the North Slope to a market in the
state or for export from the state by narine
transportation;”

Page 1, following line 5:

Insert a new bill section to read:

"* Section 1. AS 43.90.440(a) is anended to read:

(a) Except as otherwi se provided in this chapter,
the state grants a |icensee assurances that the
|icensee has exclusive enjoynent of the inducenents
provi ded under this chapter before the commencenent of
commercial operations. |If, before the commencenent of
comercial operations, the state extends to another
person preferential royalty or tax treatment or grant
of state noney for the purpose of facilitating the
construction of a conpeting natural gas pipeline
project in this state other than a natural gas
pipeline project that is wholly within the state and
transports natural gas to a market in the state or for
export fromthe state by nmarine transportation, and if
the licensee is in conpliance with the requirenents of
the license and with the requirenments of state and
federal statutes and regulations relevant to the
project, the licensee is entitled to paynent from the
state of an amount equal to three times the total
amount of the expenditures incurred and paid by the
licensee that are qualified expenditures for the
pur poses of AS 43.90.110 that the licensee incurred in
devel oping the licensee's project before the date that
the state first extended preferential treatnment to
anot her person. The paynent under this subsection is

subject to appropriation. Upon paynent by the state
of the amount owed under this section, the |icensee
shall, at no additional cost to the state, assign to
the state or the state's designee all engineering

designs, contracts, permts, and other data related to
the project that were acquired by the licensee during
the term of the |1|icense. The paynent wunder this
subsection is in full satisfaction of all clains the
licensee may bring in contract, tort, or other |aw
related to the events that gave rise to the paynent."

Page 1, line 6:
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Del ete "Section 1"
| nsert "Sec. 2"

Renunber the following bill section accordingly.
CHAI R COGHI LL objected for the purpose of discussion.

REPRESENTATI VE  JOHNSON explained that he continually heard
testinmony from around the state and his district enphasizing
that Al aska needs natural gas for Al askans. He expressed his
uncertainty about whether providing gas for Alaskans is "spelled
out” under the AG A license; in fact, the treble danages cl ause
"handcuffs" the state on this point. He acknow edged t hat
Amendnent 1 may be a substantive change; however, the people of
Al aska have vocalized their belief that acquiring natural gas
for Alaskans is the "top 1issue.” Amendnent 1 allows any
pi peline project wholly within the state for market in the state
or for export from the state by marine transportation, such as
the "all-Alaska line," the "bullet line," or any nunber of other
options such as a pipeline from Cook Inlet to the [North Sl ope],
to exceed [the limt of] 0.5 [billion cubic feet per day
(bcf/d)] and provide natural gas for Al askans. He urged nenbers
to support Anmendnent 1 in order to answer the call of Al askans
t hroughout the state.

2:26:56 PM

CHAIR COGHILL offered his belief that a natural gas pipeline
from the north to Interior Alaska and along the Railbelt is
"absolutely inportant.” However, he questioned whether
Arendnent 1 raises the issue of whether a pipeline that
transports nore than 0.5 bcf/d natural gas would be considered a
conpeting pipeline. He related that AG A ensures that the state
agrees to license TransCanada by offering protections that the

state will not support a conpeting project. He offered that he
has been convinced that 0.5 bcf/d wll provide enough natura
gas for Alaskans' use in the Interior; however, he expressed

concern whether that armount would be sufficient to provide
enough natural gas to operate the refinery located in his
district. He said that he agrees wth the provision in
Amendnent 1 to provide gas for in-state use, but expressed
concern over the provision to allow the marine transportation of
gas for export that may be considered conpetition for the
TransCanada pi peline. Therefore, he stated his objection to
Amrendnent 1.
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REPRESENTATI VE JOHNSON i ndi cated that he m ght be anenable to an
amendnment to Anendnment 1 that would delete the reference to
export fromthe state by marine transportation. He related that
0.5 bcf/d may provide enough natural gas for in-state use, but

the bill reads, "designed to carry", which nmeans that if it
starts at 0.4 bcf/d the state could be subject to treble
damages. He said he believes that Anmendnment 1 "takes that
conpletely off the table; this gets gas for Alaskans." He
offered his concern in renoving "export" from Amendnent 1, but
said he would entertain such an anendnent. Representati ve

Johnson comented that every nenber of the legislature has a
right to vote on this legislation, and that the commttee should
advance this anmendnment and allow the process to work. He
characterized Amendnent 1 "as an opportunity for nme and others
to stand up for our constituents and ask for our gas."

2:29:55 PM
CHAIR COGHI LL said that he agrees that the entire body should

have an opportunity to consider this |anguage, except that
public testinmony has supported the 0.5 bcf/d, and to meke a

change would be disingenuous to the applicant. Addi tionally,
Amendrment 1 sets up an erroneous expectation that the state
would not ask for offtake points from the main I|ine. He

cautioned that the amendnment causes a range of issues to arise
and he mai ntai ned his objection.

CHAIR COGHILL, in response to Representative Harris, agreed to
allow testinony specifically to answer questions from the
menbers.

REPRESENTATI VE HARRI S rel ated his understanding that Anendnent 1
woul d disallow treble damages in the event that the license is
granted to TransCanada and a project is built within the state
for in-state use of gas and for nmarine transportation to the
export market.

REPRESENTATI VE JOHNSON agreed that is the intent of Anendnent 1.
REPRESENTATI VE HARRI S asked for confirmation from M. Pal ner.
2:33:18 PM

TONY PALMER, Vice President, Al aska Developnent, TransCanada
Al aska Conpany, LLC ("TransCanada"), said that at the initial

open season, TransCanada will provide opportunities to custoners
along the route of the pipeline to Al berta or to Valdez, to
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nom nate gas simultaneously to those |ocations. Each custoner
will have to neet the sane terns and conditions to Val dez, Tok,
Fai r banks, or Al berta. He said, "So, yes, they will have the
opportunity if they cone forward with the same conditions that
any other custoner would have - that we would construct a
pipeline to Valdez or to Alberta or both sinultaneously if we
get sufficient gas to both places.”

2:34: 09 PM

REPRESENTATI VE GUTTENBERG offered his understanding that if a
pipeline of over 0.5 bcf/d was built out of Cook Inlet, the
Nenana Basin, or Gennallen, to provide gas for in-state use, it
would not be considered as conpetition with the TransCanada
pi pel i ne.

MR. PALMER observed that he did not have the AG A statutes in
front of him but recalled that "the conpetitive nature goes to

gas fromthe North Slope ... which is north of 68 degrees.” He
said, "Clearly gas from the Cook Inlet is south of that 68
degrees; the 500 mllion a day |imt refers to gas comng from

the North Slope, not fromgas south of there."

REPRESENTATI VE JOHNSON asked whether it would be nore acceptable
to TransCanada if the |anguage - "export from the state by
marine transportation” - were renoved from Anendnent 1, even if
the in-state use rises above 0.5 bcf/day.

MR. PALMER said he had not revi ewed Arendnent 1, but remarked:

Clearly, anytine that you are changing to a volune

that is north of 500 mllion a day you are affecting
the available gas for the pipeline that we hope to
construct, if you give us the |license. oo e
evaluated this based on an expectation that in-state
use is less than 500 mllion a day. ... Al the

studies that we have seen would indicate that it is
| ess today and is expected to be less for many, nany
years. In the event that you open it up for exports,
well, you ve opened it up to an unlimted vol une,
clearly. The world market is very large and that
makes it much nore chall enging. If you leave it at
in-state gas and you still exceed 500 nillion per day,
you may also be affecting the value that we think we
achieve by making our application, which is that a
conpetitive pipeline seeking North Slope gas woul d not
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be pulling away nore than 0.5 bcf/day from our
prospective project.

2:36: 51 PM

CHAIR COGHILL reiterated his concern about changing the criteria
after having accepted the application and taken public
t esti nony. He offered his belief that the five offtake points

woul d serve Al aska, if the TransCanada pipeline is built. Thus,
the license is valuable in that regard, he stated.

REPRESENTATI VE JOHNSON concluded that the time gap would be
consi derable between the timng of the five offtake points and
the timng of the bullet Iine. He stated his belief that people
in Fairbanks or in his own district are inclined to wait the
five to fifteen years that it wll take to obtain gas. He
stated that he would still |ike to advance this proposed change
to the full body, recognizing that it may not pass due to the
argunents just raised.

2:38: 07 PM

CHAIR COGHILL opined that 0.5 bcf/day for in-state use is
significant and adequate for all personal hone heating and
el ectrical wuses. He stated that with or wthout Agrium Inc.,
he is convinced that the refinery in his district "will be
sufficient.” He offered his belief that the balance of the
economcs of the five offtake points provides a reason to vote
agai nst Amendnment 1. However, he stressed that he is not

agai nst in-state gas use.

REPRESENTATI VE JOHNSON stated that he would like all nenbers to
have an option to vote on the |anguage contained in Anendnent 1.

2:39:11 PM

REPRESENTATI VE FAI RCLOUGH made a notion to adopt an amendnent to
Amendnent 1, that read:

Page 1, Lines 3-4,
Delete, "or for export from the state by marine
transportation;”

Page 1, Lines 16-17,

Delete, "or for export from the state by nmarine
transportation”
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2:40:22 PM

REPRESENTATI VE HARRI S obj ect ed.

2:40: 31 PM

A roll call vote was taken. Representatives Fairclough and
Coghill voted in favor of the anmendnent to Anendnent 1.
Representatives Johnson, Samuels, Kerttula, Cuttenberg, and
Harris voted against it. Therefore, the amendnent to Amendnent

1 failed by a vote of 2-5.

CHAIR COGH LL announced that Amendnent 1 was before the
comm ttee. He asked if there was any discussion, and there was
none.

2:41: 00 PM

A roll call vote was taken. Representatives Sanuels, Harris
and Johnson voted in favor of Anmendnent 1. Represent ati ves
Kerttula, Guttenberg, Fairclough, and Coghill voted against it.

Therefore, Arendnment 1 failed by a vote of 3-4.
2:41: 27 PM

REPRESENTATI VE SAMJELS nmade a notion to adopt Amendnent 2,
| abel ed, 25-GH3055\A. 5, Bullock, 7/21/08, that read:

Page 1, line 3, follow ng "Act;":

Insert "prohibiting the comm ssioner of natural
resources from issuing a state lease for a right-of-
way for a natural gas pipeline project that has not
been issued a certificate of public convenience and
necessity;"

Page 1, followng line 5:

Insert new bill sections to read:

"* Section 1. AS 38.35.015 is anended to read:

Sec. 38.35.015. Powers of the conm ssioner. The
commi ssioner has all powers necessary and proper to
i npl enent the policy, purposes, and provisions of this
chapter, so as to subserve, as the exercise of
reasoned discretion determnes, the public interest,
conveni ence, and necessity, including but not |limted
to

(1) granting |leases of state land for
pi peline right-of-way purposes, except that a |ease
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for right-of-way purposes for a natural gas pipeline
may not be granted before that pipeline has received a
certificate of public convenience and necessity from
the Regulatory Commssion of Alaska or the Federal
Energy Regul atory Conm ssion, as appropri ate;

(2) | easi ng, pur chasi ng, or otherw se
acquiring (including condeming by declaration of
taki ng) easenents or other interests in land in this
state for the purpose of wutilizing or granting | eases
of the land, easenents, or interests for pipeline
right-of-way purposes;

(3) purchasing interests in pipelines in
accordance with options included in right-of-way
| eases;

(4) investigating any matters concerning

any |lessee with a view to assuring conpliance by it
with its right-of-way |ease, this chapter, and any
ot her applicable state or federal |aw,

(5) developing from tine to time and
mai ntaining a conprehensive nmaster plan for pipeline
transportation devel opnent;

(6) devel oping and pronoting progranms to
foster efficient, econoni cal , and safe pipeline
transportation services in the state;

(7) coordinating the activities of the
commi ssi oner under this chapt er Wi th t he
transportation and other relevant activities of other
public agencies and authorities;

(8) constructing, extending, enlarging,
i mprovi ng, repairing, acqui ring, operati ng, or
engaging in transportation, service, or sale by any
pi peline or providing for these by contract, |ease, or
ot her arrangenent on those terns that the comm ssioner
may consider necessary, convenient, or desirable wth
any agency, corporation, or person, including but not
limted to any carrier or any state agency, when the
conmi ssioner determines that a l|lessee carrier is not
willing to undertake and conplete the action within a
reasonable tinme, and to sell, |lease, grant, and
di spose of any property constructed or acquired in the
exerci se of this power.

* Sec. 2. AS 38.35.100(a) is anended to read:

(a) The conm ssioner shall pronptly determ ne,
in a witten finding, on an application filed under
AS 38. 35.050, whether the applicant is fit, wlling,
and able to perform the transportation or other acts
proposed in a manner that wll be required by the
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present or future public interest. In making a
determ nation, the comm ssioner shall consider whether

or not

(D) the proposed use of the right-of-way
wi Il unreasonably conflict wth existing uses of the
l and i nvol ving a superior public interest;

(2) the applicant has the technical and
financial capability to protect state and private
property interests;

(3) the applicant has the technical and
financial capability to take action to the extent
reasonably practical to

(A pr event any significant adver se
environmental inpact, including but not limted to
erosion of the surface of the land and damage to fish
and wildlife and their habitat;

(B) undertake any necessary restoration or
revegetation; and

(O protect the interests of individuals
living in the general area of the right-of-way who
rely on fish, wildlife, and biotic resources of the
area for subsistence purposes;

(4) the applicant has the financial
capability to pay reasonably foreseeable damages for
which the applicant may becone liable on clains

arising from the construction, operation, maintenance,
or term nation of the pipeline;

(5) the applicant has agreed that, in the
construction and operation of a pipeline within the
right-of-way, the applicant wll conply wth, and
require contractors and their subcontractors to conply
with, applicable and valid Jlaws and regulations
regarding the hiring of residents of the state then in
effect or that take effect subsequently; and

(6) if the proposed use of the right-of-way
is for the construction and operation of a natural gas
pi peline, the applicant has received a certificate of
public convenience and necessity for that pipeline
issued by the Regul atory Conmi ssion of Al aska or the
Federal Energy Regul atory Comm ssion, as appropri ate.

* Sec. 3. AS 38.35.100(b) is anended to read:

(b) If the comm ssioner makes the determ nations
under (a) of this section favorably to the applicant,
then the conm ssioner may grant the whole or part of
the application. If the comm ssioner makes the
determ nations wunder (a)(1l) - (5 of +this section
favorably to the applicant but determnes that the
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applicant is not then fit, wlling, and able to
perform under the application, the conm ssioner may

grant the application wunder a conditional | ease
subject to conditions established by the conm ssioner
that will ensure that the applicant will, wthin a

prescribed period of tinme not exceeding 10 years,
establish that the applicant is fit, wlling, and
able, wunder (a) of this section, to perform the
transportation or other acts that will be required by
the present or future public interest. An applicant is
not entitled to a notice or authorization to proceed
to construction, or its equi val ent, under a
conditional |ease until the comm ssioner determnes in
witing t hat t he appl i cant has satisfactorily
established that the applicant is then fit, wlling,
and able to perform under (a) of this section.
O herw se, t he conmm ssi oner shal | deny t he
application. If the conm ssioner finds under (a)(6) of
this section that a certificate of public conveni ence
and necessity has not been issued to the applicant,
t he conm ssioner may not grant the application.”

Page 1, line 6:
Del ete "Section 1"
| nsert "Sec. 4"

Page 1, following line 11:
Insert a new bill section to read:

"* Sec. 5. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:

PROVI SI ONS NOT SEVERABLE. Not wi t hst andi ng
AS 01.10.030, secs. 1 - 4 of +this Act are not
severable.”
Renunber the following bill section accordingly.

REPRESENTATI VE GUTTENBERG obj ected to Amendnent 2.

REPRESENTATI VE SAMUJELS explained that certain places in the
state have right-of-ways (ROWM) called "pinch points" such as
t he Yukon River or Antigun Pass. Anendnent 2 would prohibit the
comm ssioner of the Departnent of Natural Resources from issuing
a ROW without the issuance of a Federal Energy Regulatory
Comm ssion (FERC) or a Regulatory Comm ssion of Alaska (RCA)
certificate. He said, "The point of AA at its real crux is to
give TransCanada |everage to nove forward with the pipeline so
that you can get all of the 'nust haves' and the expansion
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possibilities that have been discussed 'ad nauseam ...." He
opined that providing TransCanada the ROW in instances where
there can be no conpeting ROW gives TransCanada too much

| ever age. He related that this specific issue should be set
aside and the process can continue wthout change to any
provision in the AGA bill or in TransCanada's application, but
it will preclude the conm ssioner or the admnistration from

i ssuing the ROW He stated that this would "slow down on the
i ssuance of right-of-ways until we get further down the road."”

2:43: 20 PM

CHAIR COGHILL related his understanding that the expectation
under AG A is that a pipeline coordinator within the Departnent
of Natural Resources would be appointed to assist TransCanada
during the permtting and right-of-way process. O her
applicants would be allowed to "rent their own workers" during
t he ROW process. Since the anendnent directs that a ROW could
not be granted unless TransCanada obtained a certificate of
public convenience from FERC, he inquired as to where the FERC
certificate would "fall in the tineline."

REPRESENTATI VE SAMJELS answered that the timng on Amendnent 2

may not be the best. He acknow edged that it nay delay the
process too long because the pipeline builder my need nore
i nformati on. However, he noted that the concern is that the
license will be issued and the governor or a subsequent governor
will "pick a winner in the marketplace" at these points where
only one ROW can exist. He characterized that as problematic.

He said the legislature would cede its power over the process
and | everage would be given to a particular party. For exanple,
he said the governor would "pick a party" for sonme of the
problenms in Antigun Pass. He recalled that he discussed the
concept of the anendnent wth the consultant, M. Porter.
Al though tinme constraints did not allow himto "fine tune" his
concerns, primarily with the two "pinch points,” he stressed
that he wanted to be certain the concept was raised as a
concern. He pointed out that if TransCanada has too much
| everage and the governor either provides additional |everage to
TransCanada or to another pipeline builder, the "leverage
pi cture” changes even though that is not sonething that the
| egi sl ature intended when it passed AGQ A

REPRESENTATI VE SAMJELS said that he would work with M. Porter

to inprove the |anguage for an anendnent that wll|l address his
concern. He characterized the point of Anmendment 2 as an
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attenpt to not have ...government picking winners and | osers
in the marketplace further than we're already doing."

2:46:29 PM

CHAI R COGHI LL pointed out, though, by the tinme the certificate
of public convenience is issued by FERC, a pipeline builder
woul d have its RON He maintained his objection.

REPRESENTATI VE KERTTULA offered her understanding that the
Department of Natural Resources already has a process to deal
with duplicates on ROW leases through statute or in its

regul ati ons. She agreed with the point of the anendnent and
t hat t he comm ssi oners shoul d be car ef ul about [this
possibility], although she said she would not support an
amendnent .

REPRESENTATI VE HARRI S posed a scenario in which the license is

granted to TransCanada w thout the amendnent and [Denali - The
Al aska Gas Pipeline ("Denali project")] proceeds to a successful
open season. Further, the Denali project does not ask for

fiscal certainty on the sl ope. He asked whether Amendnent 2
says that the conm ssioner cannot deny the ROW to the Denali
proj ect because of AGQ A

REPRESENTATI VE SAMUELS further explained that his concern is
that, even with dual ROW permts, the adm nistration could pick
one in order to leverage its choice, and that could becone

probl emati c. He opined that the permtting process should not
be used to provide nore | everage than is already granted via the
AG A | egislation. He concluded that permts and taxes can be

used to nmanipulate the process in favor of either way, and the
amendnent is an attenpt to prevent that by making a procedural
change. He offered to wthdraw the anendnent, although the
anmendnent does nothing to affect the econom cs of the project or
TransCanada' s application.

REPRESENTATI VE KERTTULA r emar ked:

If it doesn't go towards any of the things, and |
believe you that it doesn't, then why would we want to
j eopardi ze the whole thing? And why don't we sit down
with the comm ssioner and work this out through the
regul atory process? The pinch point is a good point,
but I - having worked at the joint pipeline office
[and] having witten pipeline right-of-ways - ... feel
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that there's got to be an obvious answer and it can be
taken care of in a different manner.

REPRESENTATI VE SAMUJELS wi t hdrew Amendnent 2.
2:51:15 PM

REPRESENTATI VE JOHNSON nade a notion to adopt Anmendnent
| abel ed, 25-GH3055\ A. 6, Bullock, 7/21/08, that read:

Page 1, line 3, followng "Act;":

| nsert "prohibiting t he rei mbur senent of
qualified expenditures before the comm ssioner of
natural resources finds that certain gas wll be

avai lable to the project on or before the comrencenent
of commercial operations;"

Page 1, following line 11:
Insert new bill sections to read:

"* Sec. 2. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:

AVAI LABI LI TY OF PO NT THOVSON GAS BEFORE
REI MBURSEMENT OF QUALIFIED EXPENDI TURES. (a) The
comm ssioner of revenue and the conmm ssioner of
natural resources may not reinburse the |icensee for
qgual i fied expenditures under AS 43.90.110(a)(1) before
the comm ssioner of natural resources finds that
natural gas produced from the Point Thonmson Unit w il
be available for transportation by the project on or
before the comencenment of commercial operations.

(b) A dispute between the comm ssioner of
natural resources, the |icensee, and the owners and
operators of the Point Thonmson Unit over the issue of
whet her natural gas from the Point Thonmson Unit wll
be available for transportation by the project on or
before the comrencenent of conmmercial operations shal
be resol ved under AS 44.62. 330 - 44.62. 630
(Adm ni strative Procedure Act) or other form of
alternative dispute resolution agreed to by the
licensee, the owners and operators of the Point
Thomson  Unit, and the comm ssioner of nat ur al
resources, in consultation with the attorney general.

(c) In this section,

(1) "conmencenent of commer ci a
operations," "l'i censee, " and "project” have the
meani ngs given in AS 43. 90. 900;
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(2) "Point Thonmson Unit" neans the Point
Thomson Unit defined by the Departnent of Natural
Resources on the effective date of this Act.
* Sec. 3. The uncodified law of the State of Al aska
is anmended by adding a new section to read:

PROVI SI ONS NOT SEVERABLE. Not wi t hst andi ng
AS 01.10.030, secs. 1 and 2 of this Act are not
severable.”
Renunber the following bill section accordingly.

CHAI R COCGHI LL and REPRESENTATI VE GUTTENBERG obj ect ed.

REPRESENTATI VE JOHNSON recal l ed the original understanding that
Poi nt Thomson was critical to getting the gas and having gas for
an open season; Amendnment 3 was intended to address that point.
He explained that Anmendnent 3 would prohibit the reinbursenent

of the $500 million until the Point Thonmson issue is solved by
any means. Wthout this amendnent, he opined, "I don't think we
get a gas pipeline, regardless of who builds it." Amendnent 3

puts pressure on the administration to solve the Point Thonson
i ssue expeditiously, one way or another, and that is what is
want ed by TransCanada and the state. In fact, that is what is
needed to get to an open season, he said.

2:53:24 PM

REPRESENTATI VE GUTTENBERG referred to the previous comment about
sl owing down the project. He opined that Point Thomson is an
exanple of the state exercising its sovereignty and so he did
not see the need to penalize TransCanada for the state's
actions. He restated that the overriding consideration was
changing the nature of the contract with TransCanada, and doi ng
so, under the circunstances, was unfair.

REPRESENTATI VE JOHNSON said that it was not the intent of
Amendrment 3 to penalize TransCanada. He spoke of being
expedi ti ous. He offered his understanding that "we could have
anywhere from six to eighteen nonths." He noted that when
rei nmbursenents conme about is yet to be deternined. He stated

"I don't believe we get a pipeline that's going to do what the
State of Alaska and the citizens ... [want] ... unless we nake
available all the gas that the state has to this project.”
Representati ve Johnson pointed out that he does not care how the
issue is resolved; however, [gas from Point Thonmson] has to be
avai l able for this pipeline to be successful.
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CHAI R COGHI LL agreed that the Point Thonmson Unit is central, but
he said he may not agree with how the state addresses that
i Ssue. The legislature has given sone authority to the
commi ssi oner ; therefore, because the case is in litigation,
"stepping in the mddle is awkward. "

REPRESENTATI VE KERTTULA cautioned that the |egislature does not
want to usurp the court or the conm ssioner. She opined that
this is an artificial way of resolving the issue, regardless of
how one feels about what has happened at Point Thonson.

2:57:59 PM

REPRESENTATI VE JOHNSON pointed out that Anmendnent 3 does not
provide direction regarding the solution to the problem He
restated the purpose of the anendnent.

CHAIR COGH LL indicated that Anendnent 3 would prohibit
rei nbursenent and thus "tie the hands of going to an open season
or getting the financial interest determ nations or the things
that FERC needs to nmake that decision.”™ In fact, it pulls the
incentives out of the bill, he added.

CHAIR JOHNSON stressed his belief that Amendnment 3 nerely
attenpts to resolve that issue and would result in a better dea
for the state. While there are drawbacks, if the |egislature
is going to advance the project it should not be set up for
failure because the gas was not avail abl e.

3:00: 27 PM

REPRESENTATI VE FAI RCLOUGH enphasi zed that she also felt that the
pi pel i ne was dependent on gas from Point Thonson; neverthel ess,
she was not confortable wthholding qualified expenses. She
opined that, although the legislature has a right to change
AG A this is a substantive change.

3:01: 34 PM

A roll call vote was taken. Representatives Johnson and Saruel s
voted in favor of Anmendnent 3. Representatives Kerttul a,
Quttenberg, Harris, Fairclough, and Coghill voted against it.

Therefore, Amendnent 3 failed by a vote of 2-5.

3:01: 57 PM
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REPRESENTATI VE SAMJELS nade a notion to adopt Amendnent 4,
| abel ed, 25-GH3055\ A. 7, Bullock, 7/21/08, that read:

Page 1, line 3, follow ng "Act;":

Insert "requiring certain indemification from
TransCanada Al aska Conpany, LLC and Foothills Pipe
Lines Ltd., jointly as licensee, before the state
rei mburses qualified expenditures;"”

Page 1, following line 11:
Insert new bill sections to read:
"* Sec. 2. The wuncodified law of the State of

Al aska i s anended by adding a new section to read:

| NDEMNI FI CATION  FOR LIABILITIES TO W THDRAW
PARTNERS. (a) The comm ssioner of revenue and the
conm ssioner of natural resources may not reinburse
t he i censee for qual ified expendi tures under
AS 43.90.110(a)(1) before the licensee indemifies the
state against any loss of revenue because of a
[tability of the licensee to withdrawn partners. The
indemmification is required regardless of whether the
state receives its royalty share of the production of
natural gas in kind or in value. In this subsection,
"licensee"” includes the licensee and a successor in
interest to the |licensee subject to AS 43.90.

(b) As soon as practicable after the license is
i ssued, the conmm ssioner of revenue, in consultation
with the comm ssioner of natural resources and the
attorney general, shal

(1) review the partnership agreenent and
ot her docunents associated with the Al askan Northwest
Natural Gas Transportation Conpany, conmonly referred
to a ANNGTC,

(2) identify the partners and the
successors in interest to the partners in the Al askan
Nort hwest Natural Gas Transportation Conpany;

(3) deternmine the extent of any liability
or potential liability of the |licensee to each partner
or successor to a partner based on any partnership
agreenent or other agreenent between the partners of
the Alaskan Northwest Natural Gas Transportation
Conpany;

(4) determne the effect on revenue to the
state should the |licensee be found liable to a partner
or successor to a partner under the partnership
agreenent and other agreenents between the partners
and their successors in the Al askan Northwest Natura
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Gas Transportation Conpany; the effect on revenue to
the state includes

(A) the costs associated wth delays in the
construction of the project;

(B) an effect on the tariff;

(O an effect on the state's taxes and
royal ties;

(D) the effect on a person acquiring an
ownership interest in the project; and

(E) other effects on revenue to the state
identified by the conm ssioner; and

(5) determine the form and anount of
indemmification required to be provided by the
licensee to the state to shield the state from the
possi ble effects on revenue determ ned under (4) of
this subsection

(c) A dispute between the comm ssioner of revenue
and the |icensee over the extent of any liability of
the licensee determned under this section and the
form and anount of indemification required by the
| icensee shall be resolved wunder AS 44.62.330 -
44.62.630 (Adm nistrative Procedure Act) or other form
of alternative dispute resolution agreed to by the
licensee and the comm ssioner of revenue, in
consultation with the attorney general.

(d) The conmi ssioner of revenue shall report to
the legislature the finding of a potential liability
of the licensee to a partner or successor in interest
to a partner of the Al askan Northwest Natural Gas
Transportation Conpany, the potential ef f ect on
revenue to the state, and the form and anount of
indemmification required to be provided to the state
by the licensee. The report shall be made before the
10th day of the first special or regular session of
the legislature after the determnation by the
conm ssioner of revenue of the form and anount of
required i ndemnification.

(e) In this section,

(1) "licensee" and "project" have the
nmeani ngs given in AS 43. 90. 900;
(2) "withdrawn partners” nmeans the partners

and successors in interest to the partners of the
Al askan Northwest Natural Gas Transportation Conpany
identified by the conmm ssioner of revenue in (b)(2) of
this section.

* Sec. 3. The uncodified law of the State of Al aska
is amended by addi ng a new section to read:
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PROVI SI ONS NOT SEVERABLE. Not wi t hst andi ng
AS 01.10.030, secs. 1 and 2 of this Act are not
severabl e."

Renunmber the follow ng bill section accordingly.
CHAI R COGHI LL obj ected to Anendnent 4.

REPRESENTATI VE SAMJELS expl ai ned that Anmendnent 4 addresses the
issue of the potential Iliability of TransCanada's wthdrawn
partners. He related that |egal counsel for the adm nistration
and the state has advised that the liability cannot be rolled
into the tariff; however, counsel was silent on the question of
whether the liability attaches to a new partnership between
TransCanada and the state. Additionally, testinmony from
ExxonMobi| Corporation indicated that it would want to buy
ownership in the pipeline equal to its firm transportation (FT)
commtments and TransCanada's proposal indicated its wllingness
to sell. Representative Sanuels questioned whether, wthout the
indemmification, if the state becones a partner and owner, that
liability will [attach]. On the other hand, if the state is
taking gas in value and holds 12.5 percent of gas, he opined
that negotiations on comercial ternms would not close in
Al aska's favor. He concluded that Anendnent 4 ensures that the
state IS i ndemmi fi ed in al | ci rcunst ances; in fact,
rei mbursenents from the state to TransCanada cannot start unti
after indemification occurs.

The committee took an at-ease from3:05 p.m to 3:09 p.m
3:09: 53 PM

REPRESENTATI VE SAMJELS offered an anmendnent to Anmendnment 4,
whi ch read:

Page 2, line 13, follow ng "conmm ssioner":
| nsert "of Revenue"

There being no objection, the anendnent to Anmendnment 4 was
adopt ed.

REPRESENTATIVE HARRIS asked M. Pal mer to explain the
ci rcunst ances surroundi ng TransCanada' s wi t hdrawn partners.

CHAIR COGHI LL restated that Anendnent 4 [as anended] requires
indemmification to the state against the loss of revenue by
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TransCanada's wthdrawn partners and prevents paynment of
rei nbursabl e expenses until indemification occurs.

REPRESENTATI VE SAMJELS concurred with that sunmmati on.
3:12:14 PM

MR. PALMER explained that this contingent liability canme about
to an entity to which TransCanada subsidiaries are a party.
Thirty years ago t he Al askan Nor t hwest Nat ur al Gas
Transportation Conpany (ANNGIC) put forward the original project
for the Al aska section of an Al aska gas pipeline project. The
ANNGTC was conprised of primarily U S. pipeline conpanies and
was joined by TransCanada in 1980. That partnership spent sone
$250 mllion to perform valuable work, including environnental

engi neering, regulatory, and other work, to advance the project.
However, the project did not go forward in the early 1980s and
the original partners have w thdrawn, except for two TransCanada

subsidiaries that are the only remaining partners. M. Pal ner
clarified that those two TransCanada subsidiaries are not the
entities that have filed under AQA, nor do they have direct

rel ationships wth said entities. He continued to explain that
when the original partnership was struck in 1978, any party that
withdrew lost all rights as a partner because the partnership
agreenent did not include any "nonconpete" provisions. At the
request of the admnistration, TransCanada has filed that
partnership agreenment and all this information directly with the

state for posting on the state's web site. M.  Pal ner
cont i nued:
Those partners did receive one single right: ... In

the event that the project was to be conpleted by that
partnership, by ANNGIC, [and] secondly, put into
service by ANNGTC, and thirdly, ANNGIC could pay the
original cost plus interest wthout undue hardship to
t hat part nership, then those original wi t hdr awn
partners woul d have the right to reinbursenent.

MR. PALMER then related that last year, the tw remaining
TransCanada entities decided they could not viably put forward a
conpetitive proposal under AG A The aforenentioned was decided
because, although the [partnership] does hold sone assets such

as the original engi neeri ng, the original ri ght - of - way,
regul atory assets, and sone geotechnical work, those assets are
not equal to the contingent liability. In fact, this summer
TransCanada is taking action to dissolve that partnership. He

noted that the Legislative Budget and Audit Commttee wote a
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letter to each of the withdrawing partners notifying them that
TransCanada had nade an application with different subsidiaries
under A A Followng that action, last fall, TransCanada, nade
an application under AGA through the separate legal entities
of TransCanada Al aska Conpany, LLC, and Foothills Pipe Lines
Ltd. He indicated that the aforementioned two entities have
nothing to do with the original entities from 30 years ago.
Furthernore, they did not use any of the assets created by the
original entity and will not wuse any of those assets going
f orward. M . Pal mer  said, "TransCanada also nmade the
comm tnent, pursuant to its AG A application, that it would not
seek, ever, to include in its rates, in its tolls and tariffs to

its custoners, ... to recover any liability that ever conmes hone
to TransCanada as a result of those wthdrawn partner
liabilities." He opined that these facts illustrate
TransCanada's confidence that those obligations wll not cone

hone to TransCanada.

REPRESENTATI VE JOHNSON surmised then that TransCanada has no
problem indemifying the state, and therefore would support
Amendment 4.

MR. PALMER cl arifi ed:

| did not say that we would provide an indemity to
the state or to any other party. | said that
TransCanada is confident that this obligation does not
exist, it's a contingent liability to forner partners
of an entity that we're in the process of dissolving.
But that's a very different thing than TransCanada
saying to you that we're going to provide you with a
bl anket indemity for anything that could happen,
ever, on this not knowng what roles the state is
going to have. The state has not, to ny know edge,
ever indicated that they intend to be a partner of
TransCanada by ... taking equity. And |'ve indicated
that as a sovereign royalty collector ... we will not
seek to recover any nonies from you or from any other
custonmer on this pipeline.

3:18: 17 PM
REPRESENTATI VE FAI RCLOUGH i ndicated that she is convinced that a
liability, if any, would be |imted; however, she said that she

would vote yes to Anendnent 4, as anended, because TransCanada
isin a position to indemify the state.
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3:18: 54 PM

REPRESENTATI VE SAMJELS agreed and added that there is a great
deal of nobney in question and many unknowns ahead. He said, "I
can't imagine why, sitting here today, why we wouldn't say,
"Just indemify us,' and then the issue is gone for us; that is
bet ween you and your shippers.” Regarding the situation of
menbers who are reluctant to amend the bill, he concluded that
this issue could not have been addressed before now

3:20: 18 PM

REPRESENTATI VE KERTTULA rem nded nenbers of the previous
testinmony that [the liability] is not going to be rolled into
the tariff, and that is the major problem In fact, because
this would involve a lawsuit, the process would be public and
very obvious. She said that she felt protected by the fact that
there is no way to mss sonething like this going into a tariff.
In addition, she expressed her confidence that, at this step

the state is nmuch protected.

3:21: 29 PM

REPRESENTATI VE FAI RCLOUGH di sagr eed. She pointed out that
TransCanada cannot guarantee the actions of the National Energy
Board (NEB); for exanple, a forner representative of the NEB
suggested that the cost of road maintenance could be rolled into
a tariff. She restated her personal belief that this is a smal

i ssue; however, she cannot dismss this issue and TransCanada
shoul d ensure that Al aska is held harm ess.

3:23: 37 PM

MR. PALMER clarified that the contingency has nothing to do with
the Canadian section of the project, thus there would be no
i ssue for the National Energy Board.

3:24:20 PM

REPRESENTATI VE GUTTENBERG offered his understanding that this
i ssue coul d have been addressed prior to today. He remnarked:

|'"m concerned that if we nmke TransCanada indemify
the state, then TransCanada becones the object. And
if the point is to delay the project, then | think
there's entities out there that would love to put
financial pressure on the conpany that would cause
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delay. And that's sonething that | think everybody in
this building has talked about: delay being a
problem So, for that, |I'mgoing to be voting "no" on
t hi s anendnent .

REPRESENTATI VE FAI RCLOUGH sai d:

| take offense to the last remark. | have been trying
to listen very diligently to each anmendnent and have
voted what | thought was best for Alaska. And | think
that it's best for Alaska, that if it's not an issue,
if TransCanada can, in fact, just dissolve the issue
for Alaska, then that's what should be done. ... I'd
just like, for the record, that | am not trying to
del ay anyt hi ng.

REPRESENTATI VE GUTTENBERG said that his coment had nothing to
do "with the notives of anyone at this table."

3:26: 36 PM
CHAIR COGHI LL opined that the anmendment creates a "litigation

| adder” when tal king about withdrawn partners, and it |ooks like
the wholly owned subsidiary nenbers of TransCanada are under the

control of that sane board. Therefore, the indemification
issue is "alnpbst in counterbalance of that." He said he
understands "protecting Al aska,” but said, "It seens to nme like
they're really ... two different issues.”

REPRESENTATI VE SAMUELS offered his understandi ng that [Amendnent
4, as anended] is sinply elimnating the litigation problem -
not for TransCanada and whoever the shippers may be who wll
"cut a deal," but for the state, who won't have to worry about
cutting a deal, because it will be "covered with Anendnent 4."

REPRESENTATI VE KERTTULA said she has been trying to figure out
how the state could wind up "in the problem" She pointed out,
"It would be a new partner, and the liability won't extend to a
new partner."

CHAIR COGHI LL said he thinks the sponsor of the anmendnent would
say, "If there's no problem what's the probl enf”

REPRESENTATI VE SAMUELS i ndicated that with $16 mllion at stake,

| awyers, while not rolling into the tariff, would certainly drag
out the process until a deal is finally cut and they are paid
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of f. He said it is fine if that is what TransCanada wants to
do, but does not want the state to be included in that deal.

REPRESENTATI VE KERTTULA proffered that no matter how nmuch is at

stake, the principles of law will remain the sane. She stated
"If they tried to put this into the tariff, we would know about
it ..., so that's off the table.” In ternms of partnership

l[itability, she said she cannot figure out "how it would happen.”

3:30: 48 PM
PATRI CK GALVIN, Comm ssioner, Departnment of Revenue, expressed
his concerns related to how Anendnent 4 would play out. H s
first concern, he said, is regarding the proposal that he, as
comm ssioner, would be "asked to identify the potential
liability that the licensee nay have to withdrawn partners.” He
conti nued:

In the structure of this amendnent, it sort of goes

back and forth between whether the Iliability is

strictly related to effects on revenue to the state

or if it goes to just general Iliability that the

licensing may have that would conme out of the

| icensee's pocket. | think the purpose of it is to

provide an indemification that goes to potential
impacts on the state, but it kind of goes back and
forth between those.

COM SSIONER GALVIN directed attention to subsection (b),
paragraph (4), on page 2, beginning on line 3, which read as
fol |l ows:

(4) determne the effect on revenue to the
state should the licensee be found liable to a partner
or successor to a partner under the partnership
agreenent and other agreenents between the partners
and their successors in the Al askan Northwest Natura
Gas Transportation Conpany; the effect on revenue to
t he state includes

(A) the costs associated with delays in
the construction of the project;

(B) an effect on the tariff;

(C an effect on the state's taxes and
royal ties;

(D) the effect on a person acquiring
an ownership interest in the project; and
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(E) other effects on revenue to the
state identified by the comm ssioner;

COWM SSI ONER GALVI N, regardi ng subparagraph (A), said he assunes
this has sonmething to do with "tine value npbney and assum ng
that there's a discount factor built into that." Regar di ng
subparagraph (D), he said, "Now that one eludes ne in ternms of
how that relates to the state revenue, if it's associated wth
the relationship between the |icensee and sone other potential
person acquiring an ownership interest.” He continued:

Gven that we're going to have to go through this
determ nation process before we can reinburse the

licensee, it my be a nmatter that becones fairly
unclear, in terns of the actual inplenentation, and

in everybody's interest - even those who oppose
this - | think we need to have as clear a nmandate, in

termse of what is expected of us going in, so that |
don't end up bringing back a report that is called
into question because | didn't do what supposedly
sonebody want ed. So, | think, that at a mninum we
need to clear up what exactly is being requested.

COWM SSI ONER GALVIN al so recommended clarification in regard to
the ultimate purpose of the indemification, to ensure that the
state would not be "inpacted about expected future revenues if
it's about liabilities that are not necessarily revenue-rel ated,
but liability-related - an expenditure that cones up." He said
t he purpose of the report should be nmade clear.

COW SSI ONER GALVI N conti nued:

There are going to be expenditures in the next quarter
to half a year that are going to be requested to be
rei nbursed, and in the context of comng up with this
report, things such as on page 1, line 15, where it
says, "natural gas in kind or in value", the sponsor
of the anmendment referenced if the state were to take
up key commtnents, that mght change the potential

liability issues. If the state were to take sone
(indisc.) equity position at sone point, that m ght
change. W're not going to be at a point in a few

nonths to nake a determination as to whether or not
the state's going to be in either one of those
positions, and so it's going to be very difficult to
make any sort of a report as to what the potential
exposure is, because it's going to be based upon
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decisions the state has not nade yet, in terns of the
participation in this project. And so, that exposure
is going to be, basically, sonething the state's going
to have to except at sone point in time when the

offer's put before us. If it's limted to sinply what
it seens to state at the beginning - effects on
revenue to the state, which would be tied to tariff,
which would be tied to netback value - ... both the
reports that canme back to wus from our |egal
consultants, ... the comrents that cane in from the
critics of this - particularly the producers - have
all acknow edged that it's not going to show up in the
tariff. And frankly, TransCanada' s al r eady
indemmified us for that, because they have stated in
their application they will not seek to have any of
these liabilities put into the tariff. So, if they
do, they will be in breech of the license and have to

indemmi fy us for any danages to us. So, as it relates
to the tariff, we're already covered; it's already in
the nature of the relationship that we have
established with the |icensee. If we're going beyond
that, then we're going to have to have a bit nore
guidance, in terns of what we're supposed to be
| ooking at, because it's going to be basically
specul ation about if the state were to choose to take
this role in the future, then we may have this
potential liability based upon the analysis that we
may do, and we're going to need a little bit nore
guidance in ternms of how far into that speculative
world we're going to have to go, because, frankly,
there's nothing that we're authorized to do, in terns
of taking on that kind of liability at this point in
time. Unilaterally it's going to have to be sonething
that the legislature would have to participate in.

3:37:19 PM

COWMM SSI ONER  GALVI N, in response to a question from
Representative Fairclough, clarified his understanding is that
TransCanada would not "put any potential paynents under this
l[iability under the tariff." Furthernore, he pointed out that
the FERC analysis has indicated that FERC would not allow that
to happen, even if TransCanada were to seek it.

REPRESENTATI VE FAl RCLOUGH said she heard that TransCanada woul d

not seek damages, but what [FERC] could not control was a court
award, which she indicated is what is being addressed through
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Amendrent 4, as anended. Regardi ng treble danamges, she said

"The state was very able to produce a cunul ative state exposure
of $874 mllion, ... based on TransCanada's proposal." However

she said she learned that in terns of TransCanada's cost getting
to open season versus other conpanies with pipeline proposals
not before the legislature, the potential liability on treble
damages "cane up to $2 billion." She told Comm ssioner @l vin,
"I understand that this mght be an issue, but there's a big
range that you've worked with before in trying to ascertain risk
and range of risk for Al aska."” She asked himto conment.

3:39:17 PM

COWM SSI ONER GALVI N, regarding Representative Fairclough's first
point, said the question was not put to FERC. He clarified that
t he question was whether or not the state's "FERC experts" had
identified anything within the FERC authority that would allow
“"them to put that liability into the tariff, and it was found
that "that wasn't sonmething that was within the costs that FERC
woul d transfer into a tariff; it's ... not part of the group of
costs that can be requested to be reinbursed through a tariff
process.” He reviewed, "And so, the issue is sort of two-fold:

TransCanada has said that they won't - which is fine for
what it's worth, but also provides us with the cover that if it
gets in there then we get reinbursed; [and] secondly, FERC
doesn't have the authority to do it."

COM SSI ONER GALVIN with regard to the potential range, stated:

The issue there is we would ... be put in a position
if we said, "Wiat does the state have the authority to
do in terns of our relationship with the |icensee, and
what kind of exposure does it provide us?" And this

would be extrenely limted if not down to nothing,
because the tariff side is covered. If we were then
to interpret this to say, "WlIl, imgine every

potential role the state could have up to and
including the state actually buying out TransCanada
and taking over the whole thing," that brings us out
to a whole other world. But that would engender us
speculating on the legislature agreeing to take on a
role that you would presune, as was discussed in the

hearing when the issue actually cane up, as
Representative Samuels indicated, it's at the tine
that you decide to enter into an equity relationship
t hat you would deal with a Jliability or an
i ndemmi fication issue. W're not entering into that
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kind of relationship through this license. And so, we
don't know what the exposure is at this tine, because

we're not engaged in that |level of a negotiation
in ternms of having that kind of relationship.

3:41: 52 PM

REPRESENTATI VE FAI RCLOUGH asked whether the adm nistration
bel i eves that the exposure is snall

COWM SSI ONER GALVIN responded that the adm nistration believes
that the exposure, given the current relationship that would be
establi shed under AG A, is small. However, he clarified his
point is that the report that he would be asked to provide does
not provide him enough guidance to know what answer he is
supposed to provide.

REPRESENTATI VE FAI RCLOUGH said she has heard the adm nistration
say that voting yes on this project will not derail conpetition
and that voting yes on AGA wll hold the producer's or
potential shipper's "feet to the fire" to commt their gas. She
asked Conmmi ssioner @Glvin to confirm if that is a true
st at enent .

COWM SSI ONER GALVI N said [voting yes on AG A] "puts the question
of duty to develop on a track to be resolved,” but he would not
say it "puts their feet in the fire to coomit their gas to the
TransCanada project.”

REPRESENTATI VE FAI RCLOUGH opined that a yes vote for Amendnent
4, as anended, would be telling TransCanada that it nust
perform and she said she believes the cost nunbers are
approximately $200 mllion, at a 14 percent accumulative rate

every year, which would result in a figure in the billions of
dollars as Representative Sanuels had indicated. She said she
woul d hope TransCanada "would have it done this sunmmer,” and

that Comm ssioner Glvin would never have to prepare a report,
because "they would submt that those subsidiaries have
relinquished their clains."”
3:44: 08 PM
COWMM SSI ONER GALVI N r esponded:

My stated concern is that although it is seen as a

non-i ssue, by conditioning reinbursenent on us putting
together this report that is not very well defined, it
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actually makes an issue of it, in terms of being able
to advance the project, and that you're actually
creating, for the purposes of clarifying this issue
an area that has a lack of clarity that ends up
draggi ng the process down.

3:45: 02 PM

REPRESENTATI VE HARRI S asked how Conmm ssioner @Galvin proposes the
state could be indemified - to protect itself from the issues
brought forward.

COWM SSI ONER GALVIN offered his belief that in regard to the
W thdrawn partner liability being in the tariff, the state would
be protected under the AGQ A |icense. In regard to potenti al
l[tability that may conme to the state should it decide to change
its relationship with TransCanada, Conm ssioner Glvin said the
state would have the ability at that time to "engage in the
necessary discussions about indemification based upon a
knowl edge of the relationship that we're trying to establish,
and the risk of exposure that that relationship would create.”
The state's future relationships may be so diverse that the need
for and the type of indemification is not a matter that can be
pi nned down; however, the state will have every opportunity to
protect itself before entering into any of those relationships.
Thus, he said he does not view Anendnent 4, as anended, as
necessary.

REPRESENTATI VE SAMJELS stated, "Doing it later's not good
enough; | want to do it now "

3:48: 00 PM

A roll <call vote was taken. Representatives Faircl ough

Johnson, and Sanuels voted in favor of Anmendnent 4, as anended.
Representatives Guttenberg, Harris, Kerttula, and Coghill voted
against it. Therefore, Amendnment 4, as anended, failed by a
vote of 3-4.

3:48: 42 PM

CHAIR COGHILL, in response to Representative Fairclough, asked
Comm ssioner @Glvin to let the commttee know where in the AG A
license and the application process the language is that he
t hi nks protects the state.

3:49: 44 PM
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REPRESENTATI VE Harris noved to report HB 3001 out of committee
with individual recomrendations and the acconpanying fiscal
notes. There being no objection, HB 3001 was reported fromthe
House Rul es Standing Commttee.

ADJ OURNVENT

There being no further business before the commttee, the House
Rul es Standing Conm ttee neeting was adjourned at 3:50 p. m
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