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J. MARK ROBI NSON, Director

O fice of Energy Projects

Federal Energy Regul atory Comm ssion (FERC)

Washi ngton D. C

POSI TI ON  STATEMENT: Provided coments and
guestions during the day's presentations.
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JEFF WRI GHT, Deputy Director

O fice of Energy Projects

Federal Energy Regul atory Comm ssion (FERC)

Washi ngton, D.C.

POSI TI ON  STATEMENT: Provided coments and responded to
guestions during the day's presentations.

MARK JOHNSON, Commi ssi oner

Regul at ory Conmi ssion of Al aska (RCA)

Department of Commerce, Community, & Economic Devel opnent
( DCCED)

Anchor age, Al aska

POSI TI ON  STATEMENT: Provided coments and responded to
guestions during the day's presentations.

JANI S WLSON, Comm ssi oner

Regul at ory Conmi ssion of Al aska (RCA)

Department of Commerce, Community, & Economic Devel opnent
( DCCED)

Anchor age, Al aska

POSI TI ON  STATEMENT: Provided comments and responded to
guestions during the day's presentations.

ACTI ON NARRATI VE

CHAIR CHARLIE HUGGA NS called the joint neeting of the House
Rules Standing Committee Subcommittee on AG A and the Senate
Special Commttee on Energy to order at 9:19:17 AM

HB3001- APPROVI NG AG A LI CENSE
SB3001- APPROVI NG AG A LI CENSE

9:19:24 AM

CHAI R HUGE NS announced that the first order of business would
be a presentation of the Federal Energy Regulatory Conm ssion
(FERC) process.

9:21:47 AM

J. MARK ROBINSQN, Director, Ofice of Energy Projects, Federal
Energy Regulatory Comm ssion (FERC), introduced Jeff Wight,
Deputy Director of the Ofice of Energy Projects (OEP) for the
Federal Energy Regulatory Conmi ssion (FERC). M. Robi nson
explained that the OEP is responsible for the nmaintenance,
operation and licensing of 1,600 to 1,700 hydroelectric projects
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t hroughout the country; the authorization and operation of the 6
or 7 liquefied natural gas (LNG facilities, and several LNG
projects that are under construction. He further explained that
CEP is responsible for siting gas storage facilities throughout
the country, typically along the East coast and the @ilf of
Mexi co. Additionally, he stated that the CEP is responsible for

citing transmssion lines, such as a 500 kV line between
California and Arizona. Finally, the CEP is responsible for
stipulating natural gas pipelines. He related that OEP provides
the “steel and concrete” at FERC, to ensure adequate
infrastructure and that the infrastructure is nmaintained and
operated in an appropriate fashion. He touched on two points,

first that the CEP is ready to process an application. Second,
“the gas world is changing.”

9:23: 49 AM

MR. ROBI NSON characterized his bias as “to see energy from the
ground up” as opposed to “from the consuner back.” He opined
that a person’s bias results in different answers to the sane
guestions and same set of facts. He noted that people who see
projects from the “consuner back” tend to think of the “tail
end” incentives, or “How can we provide an incentive from ‘way
out on the pay back’ to get sonething built?” However, soneone
who sees infrastructure “from the ground up” views it from the
perspective of, “How are we going to get sonebody to spend the
‘first dollar’?” He related that discussions are held on plenty
of projects, but this is different from projects for which the

noney is being spent. He elaborated that OEP does not nmake
projections on the price of gas in 20 or 30 years. Instead, the
CEP tracks actual expenditures in the US. to provide the best
i ndicator of energy trends. He related that he personally
| earned this lesson in Alaska, when in the early 80s he was the
environmental inpact nmanager for the Susitna Hydroelectric
Proj ect. He stated that at that tinme, five econom sts al

proj ected $100 per barrel oil in six nonths to five years. He

poi nted out that the econom sts who predicted $100 per barrel
oil prices were berated in 1982. He recalled oil prices were at
$12 per barrel in 1983, which was the opposite of the
econoni sts’ projections at the time. He continued:

The lesson | learned, and it’'s been repeated a hundred
times through the remai nder of ny career has been that
it's real hard to predict what things will happen with
the cost of energy, or where energy is going to cone
from You just have to live it and you have to react
to it in ‘real tine.’ That’s the world | live in.
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And | nmke judgnents and answer questions based upon

what | see right now as | live through it not what |
think is going to happen 10 years from now. | just
haven’t had a | ot of success in doi ng
that...identifying biases.
9:27:14 AM
MR. ROBINSON related that FERC is ready and that “our process
wor ks. ” He offered that FERC has placed 12,000 mles of large
dianeter pipe in the United States (U S.) since 2000. For

conparative purposes, he noted that the nunber of mles of
transmission lines in the Lower 48 that has crossed state |lines
since 2000 is 668 mles or 14 total segnents. He reiterated
that FERC has a process is a transparent, thorough, and tested
process that performs well.

MR ROBINSON referred to his PowerPoint presentation slide
| abel ed, “ Al aska Nat ur al Gas Pi pel i ne Pr oj ect FERC s
Envi ronnment al Revi ew Process”. He noted two areas of interest.
The first portion of the slide shows the tineline for the pre-
filing review and application preparation, and the second shows

the statutory tinme limts for environmental review and FERC
action. He explained that the pre-filing process devel oped by
FERC has been in effect since 1995 and has been used at the
state |evel throughout the Lower 48. He offered that the
Congress requires this process for all LNG termnals. He
el abor at ed t hat FERC pre-filing process i nvol ves al

constituents at the earliest stage of the decision who becone
vested in the devel opnent of the application, He highlighted
that FERC never advocates for a project. I nstead, FERC
advocates for the process of a project. M. Robi nson opined
that that this approach involves the parties to mnmake joint
decisions to shape the application into the best possible
proj ect . He explained that the next phase of the project is
depicted in the second bar on the slide, during which the
project is evaluated, judged, and assessed by FERC to determ ne
if it is in the public interest. He stressed that FERC is
“deeply involved” with the devel opnent of an application in the
pre-filing process, but only to the extent that it works to
create the best possible project before evaluating whether it
makes sense to proceed with the project. He offered attributes
to the pre-filing process such that FERC begins scoping the
project with the agencies as the project is developed in order
to ensure that the agencies are assisting in identifying EIS
issues to inplement the National Environnental Policy Act. He
further offered that FERC prefers to resolve issues as they are
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i dentifi ed. He recalled previously an issue would arise and
woul d becone enbedded in the agency’'s data storage system
Thus, the issue would “pop up” at every stage of the project’s
process. However, he surmsed that when an issue can be
resolved during the pre-filing stage, only the current issues
remain for FERC comm ssioners to consider and evaluate. He
characterized the primary benefit of the pre-filing process as
“separating the wheat from the chaff.” He recapped the pre-
filing process as “getting everyone together, making them work
together, solving the issues, getting them out of the way, and
you are left with is what is significant.”

9:33: 03 AM

MR. ROBI NSON reviewed the internal FERC application process. He
expl ai ned that once FERC receives an application that
collectively CEP s | ob IS to create a record wth
recommendations that can w thstand any chall enge. Wile EIS s
have been challenged in his 30 year tenure, he stated that FERC
has never lost an EIS case. He opined that the process works
"for everyone, not just the applicant, but also the states, the
federal agencies, and the non-governnental organizations.”
Further, he highlighted that the non-governnmental agencies
support FERC process.

9:34:22 AM

MR. ROBINSON referred to the second slide |abeled, *“Al aska
Pipeline Tineline,” and projected that if the pre-filing process
for a pipeline applicant began in June 2008, that FERC woul d act
by August 2011. [If an applicant does not begin the process very
soon, the loss of another field season could set the project
back a year, he opined. He noted that the critical path “for

gas to flow in Al aska” begins with the pre-filing process. He
acknow edged the legislature has spent a lot of tinme discussing
t he open season and how that process wll work. He offered to

answer questions, but stressed that from FERC s perspective it
is critical to start the pre-filing process in order to identify
the i ssues surrounding the project.

MR. ROBI NSON asked to spend a few mnutes to discuss the “state

of gas.” He offered that what nmakes a difference in “how real a
gas find is” at the time the investnents are made. He opi ned
that conpanies don't invest $1 billion or $2 billion into a

project wthout having “something you can put in that pipe.”
Thus, he stressed the inportance of “watching where the noney
goes” with respect to the how a gasline project will fit into
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t he devel opnent of the growing world market on natural gas. He

related that “lots of gas is out there” wth discoveries of
proven reserves of 61 hundred trillion cubic feet of gas (Tcf)
largely due to oil exploration. He estimated that the Cutter
field [Shell UK LTDs field in the southern North Sea]
contains 900 trillion cubic feet (Tcf) of unassociated gas that
is a proven reserve. He said, “The trick is nonetizing that gas
in the world market.” He referred to investnents in shale gas

extraction ranges from the Barnett oil shales in North Texas,
which he said is a 3.7 Bef/d field projected to go as high as 9
Bcf/d; the Fayetteville shales in East Arkansas estimated at
about 1 Bcf/day. He further related that “lots of big projects”
are being produced on the East Coast of the U S. including the
Marsalis shales in Wst Virginia and Pennsyl vani a. He advi sed
that infrastructure is currently being built. He offered that
many countries are able to finance projects, even unlikely
countries such as Nigeria - which is in the process of building
a $3 billion liquefaction facility. He pointed that currently
the only country that is having difficulties in attracting

investnments is Iran. He opined that Iran will need foreign
investnment in order to bring its gas to market. O herwi se, he
not ed, everyone else is developing infrastructure to provide gas
for a world narket. He said, “It changes the face of the gas

world on an al nost daily basis.”
9:42:26 AM

MR. ROBINSON referred to the Arctic region and related that the
Snghvit field in Norway has been devel oped. However, Snghvit is
currently shut down to address sone issues due to the Arctic
envi ronment . He noted that FERC will need to “take a hard | ook
at exactly how we’'re going to get that gas in the pipe and down
to the market.” He opined that Al aska anong the gas fields is
probably in the best "posture of any of theni to cone to market
due to its experience and existing corridor and infrastructure
in place, in large part, that can “piggy back” and bring gas to

mar ket . However, he wurged that in order to tie this al

together, that Alaska will need to “spend that ‘first dollar’”
to pre-file and take advantage of that position to begin the
necessary field studies. He nmaintained that FERC “stand ready”

and has the experience and process that will work for everyone.
9:45:19 AM

SENATOR THOMAS, with respect to the Arctic gas 1issue, asked
whet her M. Robinson is referring to the conditioning plant that
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may be difficult, or if he could identify what specific concept
or ideas that conpare with Snghvit that may cause probl ens.

MR. ROBI NSON answered that the issue is due to the conditions in
the Arctic region. However, he noted that FERC conm ssioned an
LNG facility in the @ulf [of Mexico] and despite planning and

engineering that things don't always work well. Wiile he
acknow edged that Alaska has construction experience in the
Arctic, he offered Snghvit as an exanple to illustrate problens

can accentuate and can “really go bad quickly.”
9:46: 43 AM

REPRESENTATI VE FAIRCLOUGH inquired as to whether M. Robinson
could address the matter of FERC review for a license if Al aska
only has 2 Tcf of gas available. She posed a scenario in which
a licensee cane forward without conmmtted gas reserves. She
noted that Prudhoe Bay has 2 Tcf available, but that the
TransCanada proposal is based on a 4.5 |ine.

MR. ROBI NSON answered that FERC reviews the sizing of a project
and that FERC s engineers will determ ne whether the project is
properly sized for gas vol unes. However, he explained that the
CEP will create the record and nmake recommendations to the five
FERC comm ssioners, who are appointed by the President of the
United States and confirned by the U 'S. Senate, and who wll
ultimately nake any decisions. He offered that historically the
comm ssion has recognized that the country needs infrastructure
and that the comm ssion has accepted sizing that has been |arger
t han what has been required. Therefore, the comm ssion could
potentially authorize a pipe for a smaller volune than
request ed, he not ed.

9:49: 26 AM

REPRESENTATI VE FAI RCLOUGH inquired as to whether the comm ssion
has ever awarded an application or recommendation for a pipe in
the ratio for a 4.5 Bcf line with only 2 tcf “willing to cone
down the line.”

MR. ROBINSON replied that the comm ssion has never authorized a
4.5 Bcf pi pe.

JEFF WRI GHT, Deputy Director, Ofice of Energy Projects, Federa

Energy Regulatory Conmission (FERC), offered that wunder its
previous certificate policy a pipeline could be certificated for
as little as 20 percent of the capacity contracted, which FERC
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has previously authorized. He pointed out that under its nost
recent pipeline policy which cane into effect in 1999, contracts
are not required as “proof of need to cone into FERC.” However,
when FERC approves a project, it requires as a condition of its
approval that until the contracts are acquired, that “you cannot
break ground.” He explained that contingency is due to
envi ronnmental sensitivity. He offered that the risk of under
recovery is on the pipeline, not on “the people who ship the
gas, or who buy the gas.”

9:51:45 AM

SENATOR WAGONER inquired as to how FERC interfaces with the
Nat i onal Energy Board (Canada) (NEB) on projects that transports
product through both countries.

MR. ROBINSON noted that FERC has adopted a nenorandum of
understanding (MOU) with the NEB. He offered that FERC neets

with the NEB three tines a year on cross-border projects. He
further offered that FERC has fostered simlar relationships
with Mexico's Commssion for Regulatory Energy (CRE). He

characterized FERC s relationship with the NEB as an extrenely
good rel ati onshi p.

MR. WRIGHT pointed out that the Alliance pipeline is a mjor
exanpl e of cross border cooperation.

9:53: 20 AM

SENATOR STEDVAN inquired as to how many certificates have been
i ssued wthout any comnmtnment to fulfill the gas shipnent since
t he project under consideration is sonewhere between $20 and $40
billion.

MR. ROBINSON answered that neither he nor M. Wight have a
recollection of a project being authorized that did not have
some portion - usually 50 [percent] or above - of firm
commtrments for gas transportation. Al t hough no requirenent
exists, FERC nust weigh its desire to have infrastructure in
pl ace against the possibility of sone infrastructure being
started that “has sonme Ranmuel effects and there’s no benefit
si nce nobody ever ships gas.”

MR WRIGHT remnded conmttee nenbers that while FERC staff
makes recommendations, FERC s comm ssioners are free to make
deci sions based on what they think is best for the project and
for the nation.
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9:55:19 AM

SENATOR STEDMAN rel ating his understanding that if a project is
not fully subscribed, that the entity building the gas incurs
the liability to handle the issue [of full capacity], not “the
fol ks that are shipping the gas.”

MR. ROBINSON opined that it would be hard to imagine that a
project of this magnitude could be constructed w thout having

volunmes under firm contract to pay for the pipe. He further
opined that ultimately the shippers and their contracts would be
held I|iable. He offered that the financial institutions wll

determ ne whether or not it can provide the financing and wll
eval uate the rel ationship between the volunme of the pipe and the
pi pel i ne owner, construction costs to build the pipe, and the
return based on the contractual costs of the shippers.

9:57:38 AM

SENATOR THERRI AULT rel ated his understanding that shipping rates
are set based on full shipping capacity. He asked for
clarification of shipping rates. He posed a scenario in which a
shi pper bids on 50 percent of the pipe’'s capacity and the
remaining 50 percent is not filled. He inquired as to whether
t he shi pper would only pay for the 50 percent that was bid.

MR. WRIGHT answered that Senator Therriault is correct. He
further explained that the shipper would not be responsible for
any shortfall in contractual volunes. | nstead, the shipper

woul d pay the fair rate based on the capacity of the pipeline.

SENATOR THERRI AULT inquired as to the debt equity rate prom sed
t hrough Ad A He related his understanding that FERC s usual
practice is to accept a pipe’ s actual capital structure for rate
making purposes as long as it is wthin a “zone of
reasonabl eness.”

MR. WRI GHT agreed with Senator Therriault.
SENATOR THERRI AULT related his understanding that the “zone of
reasonabl eness” is determned by examning other pipeline

proj ects.

MR WRI GHT concurred.
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SENATOR THERRI AULT further related his understanding that some
pi pelines have equity of up to 60 percent, noting that the
Rocki es pipeline has equity of 55 percent. He inquired as to
whet her the equity would be considered to deternmine the “zone of
reasonabl eness.”

MR. WRIGHT answered that FERC also evaluates risk in terns of
projects that are simlar in terns of risk. He pointed out that
the TransCanada gasline is a highly risky project as opposed to
a Rockies project due to the availability and accessibility of
the gas in the Rockies project. He further noted the Rockies
project is a $2 billion project. He opined that the risk
factors to assess the proper debt equity ratio would be
different for a $30 billion project.

SENATOR THERRI AULT inquired as to whether FERC s general “rule
of thunb” is to focus on the “zone of reasonabl eness.” He
further inquired as to whether FERC would determine that it is
too much equity specifically.

MR WRIGHT replied that he did not think that “there is a
handbook” per se to identify the debt equity ratio of a project.
However, he offered that experienced personnel in the rate
section woul d nake a proper determ nation.

SENATOR THERRI AULT offered his understanding that AQ A |icense
provides the state an agreenent from the pipeline conpany
license that the equity would be 30 percent, with 70 percent
debt which nmakes a difference in the tariff of about a dollar.
He pointed out that many are concerned that TransCanada has
suggested it initially desires a rate of return of 14 percent.
He related his understanding that if [the rate of return] goes
up two percent or down two percent that would affect the tariff

by about 25 or 26 cents. Thus, he surmsed that it is very
meani ngful that the debt equity agreement the state would have
through AGA is a dollar on the tariff. He inquired as to

whether the rate the state achieves through AG A would be
beneficial to Al aska.

MR. ROBI NSON offered that he and M. Wight are expert in FERC

process and can offer explanations on the review process. He
opined that neither of them would coment for or against a
particul ar position. He said that he enphasized early on that

FERC does not make projections on the value or the cost, but
sol ves problens as they arise. He opined that others can make
deci sions based on predictions, but reiterated “that’s not how
we do it.”
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SENATOR THERRI AULT sai d:

But, clearly because of this zone of reasonableness
you coul d have a pipe approach you and ask for a nuch
hi gher equity interest in the pipe, which would drive
the tariff up and could very well be approved. But ,
if we have a partner that agrees to a |lower equity,
that’s going to be taken into consideration.

MR. ROBI NSON responded that FERC woul d “absolutely take it under
consi deration.”

10: 02: 59 AM

SENATOR BUNDE inquired as to whether a $30 billion project could
be conpetitive.

MR. ROBINSON answered that he cannot make a prediction. He
opined that at the point when the final investnent decision
(FID) is when soneone will need to take “the hard | ook” and say,
“Yes, we think we can sell the gas and nake the noney back.” He
noted that the FID [for the gasline] is too far out to nake a
determ nation

SENATOR BUNDE inquired as to whether it would be reasonable to
assune that delays would have a negative inpact.

MR. ROBINSON related that FERC has nade it clear in its reports
to the Congress that “we felt like there was a need to nove
forward as quickly as possible.” He continued:

There’s so nmuch noney going into the ground in other
places to bring so nmuch gas to play that at sone
point, given the cyclic nature of how gas is worked in
the U S., that you go periods where there is too much
gas and periods that there’s not enough gas, and that
is not based upon how nuch gas is in the ground.
That’s based on how nuch infrastructure has been put
into place.

MR. ROBINSON explained that in 2000 the US. inported 0.2
Bcf/day of LNG Last year, he noted the U S. inported 3 Bcf/d.
He explained that during that tinmeframe “noney went into the
ground to bring North Anmerican inport capacities up to 20 Bcf/d
by 2010.” He stated that the infrastructure is in place, “the
noney has been spent,” the gas exists, and that worldw de, 17
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Mvef/day of new liquefaction capacity is under construction. He
noted that the gas wll supply sonme demand. He said, “At any
point in time when there’s a need for gas; it’'s best to nove
t hen.”

SENATOR BUNDE asked whether FERC woul d view conpeting proposals
as positive or negative.

MR ROBI NSON sai d:

Well, there is a personal answer and a professiona
answer to that. |’m responsible for the use of the
resour ces. |’ve got 315 engineers and scientists and
probably another 150 contract engineers and scientists
that | have to direct to where | think it s
appropriate to use them Personally, | would love, if
we have one application. Prof essional ly, that doesn't
happen. |’ve had nmany instances where |’ve had
multiple projects proposed to serve essentially the
sane need and the commission, | think, quite wsely

over the past 20 years has developed and held very
firmunder a lot of pressure to maintain the posture
that we will entertain all the applications that comne
in and evaluate them And determine if they're in the
public interest, and if they are, to authorize them
and let the market decide which particular project is
going to be built. Having said that, every state |I go
to says, ‘we’'re different.’ Every state, and 1’ve
done infrastructure in just about every state.

MR. ROBINSON noted that Alaska is different. He opined that
aspects of this project and this developnent nmake it |ess

predi ctable than other projects. He noted that Al aska has
| egi slative history, has had interactions wth those principals
trying to devel op gas. He offered that sone conm ssioners that
will make the decisions have not yet been appointed since the
comm ssion will make its decision in August 2011 or |ater. He
stated that FERC will have to nmake the decision at the time of
i nvest nment .

10: 08: 14 AM

SENATOR MCGUIRE inquired as to whether M. Robinson views any
downside to pre-filing.

MR. ROBINSON responded that it would be a downside if the
conpany that pre-files is not ready and is denied by FERC
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However, he noted that if the applicant that is serious about
the project and is willing to spend the noney to make it happen,
that there are no downsi des.

SENATOR MCGUI RE offered a hypothetical situation in which a
conglonerate - two of the three mmjor producers - 1is serious
about a gasline project, has the ability to finance the project,
and has the experience. She inquired as to what would prevent
the group frompre-filing.

MR. ROBINSON answered that he would answer specifically. He
said that he advised the [Denali Project] to start pre-filing as
soon as possible and that the group is currently working on pre-
filing.

SENATOR MCGQUI RE asked how | ong that process woul d take.

MR. ROBI NSON answered that the best-case scenario would be that
studies will be undertaken that would only take one season to
conpl et e. However, he stated that the OEP is planning on two
sumer seasons to conplete the studies and the project
engi neeri ng. He related that information is not available on
the size and cost of the proposed project yet since it is part
of the pre-filing process. He projected that it will take 18
months for pre-filing, although the OEP wll advise the
applicant when the pre-filing is conpleted and whether the
application can be fil ed.

SENATOR MCGUIRE referred to Senator Bundy's earlier question
with respect to the weight that FERC would give to two
applications. She inquired as to the weight that FERC wll give
AG A

MR. ROBI NSON  responded that the OCEP wll eval uate the
application it receives. He explained that his staff does not
review the applicant’s decision nmaking process or board room
di scussions leading up to its application. However, the OEP
eval uates applicants from that point forward. He related that
benefits are derived from any consensus. He said, “Mjor
projects are tough. They are really tough to get done. The
greater the consensus that any area has on what should be done,
the higher the probability that it wll ultimately be
successful .” He surmised that it is pretty easy to disrupt a
big project. The nore that people coal esce, the higher the
probability that the project will be built and the gas wll

fl ow, he opined.
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10: 14: 54 AM

CHAIR HUGE NS asked for clarification on the group that M.
Robi nson urged to pre-file, noting that he assunes that he was
referring to the Denali Project.

MR. ROBI NSON agr eed. He then explained the FID process is the
point in tinme in which the project managers seek financing to
build a project. He characterized the FID as the “real decision
maki ng point.” He offered that FERC does not build anything,
but allows projects to “go find out” if they can build a project
and that [FERC] typically works with the investnent community to
“see if the noney is going to flowto themor not.”

MR, WRIGHT explained that some projects “fly through FERC
process,” and reach the FID point, but the market disappears and

the project doesn't conme to fruition. He said, “Just because
our commi ssion approves a project does not put it in the
ground.” He related that the market driven nature of the

process ultimately deci des what gets built.

10:17: 10 AM

SENATOR ELLIS related a question on behalf of a constituent
regarding the timng of oil and gas devel opnent. He asked, *“How
many billions of barrels of oil will FERC allow to be sacrificed
by the premature w thdrawal of gas from Prudhoe Bay when the gas
can be had when oil production is conplete?” He further asked,
“WIl FERC require hard factual data of the anount of oil
remai ning in Prudhoe Bay before allowi ng the w thdrawal of gas -
whi ch he believes will sacrifice oil recovery?”’

MR. ROBI NSON answered that these questions are typical of the

guestions that FERC receives during its process. He further
answered that the CEP will assess the issues. He offered that
the CEP will give questions |ike these the analysis needed in

order to respond to the question. He further offered that OEP
proactively encourages people to ask those kinds of questions.
He specifically answered, “I obviously do not know the answer to
that.” He elaborated that the OEP will assess the questions,
provide the technical expertise to find out if sone aspect of
that has nerit and will affect the public interest determ nation
on whether the project should be authorized, or if a pipeline is
aut hori zed, what size of pipeline should be built. He offered
to find out.

10: 18: 58 AM
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REPRESENTATI VE HAWKER inquired as to whether it nakes any
difference to [FERC] if one applicant indicates that it is
licensed by State of Al aska and nobody el se holds a |icense.

REPRESENTATI VE ROBI NSON responded no, that it does not change
t he process. He explained that FERC would still evaluate any
applications that come to it. He said he does not know what the
license would nmean to “a sitting commssion” and if it would
have any bearing on FERC s ultimte decision. He answered t hat
with respect to record devel opment it would not have a beari ng.

REPRESENTATI VE HAWKER recalled that some conclusions in the
final FERC report were highly critical of any proposal that
m ght come before FERC “w t hout gas.”

MR. ROBINSON recalled that he was quite famliar wth the
corment and said he could alnpbst quote it since he recalled

crafting the coment. He paraphrased that if FERC had a
proposal that canme w thout any agreenents, "That would not be
the best thing." He opined that the comm ssion would rather

have the agreenents in place so it can nove forward.

REPRESENTATI VE HAWKER expl ai ned that the |egislature has before
it the decision on whether to license a process [wth
TransCanada. ] He speculated that the project would |ikely cone
before FERC wi thout gas and that the state would then subsidize
[the project] to ensure that the process continues. He inquired
as to how nmuch influence the state has on the process.

MR ROBI NSON sai d:

The state has a significant role to play, but it is

one of many roles in FERC process. The FERC has to
develop the record on the issue and the state wll
make a position known. Sonebody else wll nake
anot her position known. And it really boils down to

where the facts are, what the record says, and how our
five comm ssioners at that tinme, mght interpret those
facts and that record to reach their decision. Me
personal | y: Infrastructure is politically the nost
sensitive issue that happens at FERC, believe it or
not, because it directly affects constituents. W get
nore Congressional letters on infrastructure issues at
the comm ssion than everything else conbined. It’s
not hard to understand why, when you | ook at putting a
pi peline through sone school yard or sonething.
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Peopl e get upset. In 30 years of pl aci ng
infrastructure to the conm ssion, with all t he
different conmm ssioners and different chairnmen that
|’ve worked directly for, every tinme a chairman or
conm ssioner asked nme to make a finding anywhere,
finding this or finding that or recomending this or
recommendi ng that; |’ve had them get all over ne
about tine; that’s fair game and it’'s happened over
and over again. Politically, things go on, but we are
an independent regulatory agency. | protect our
record-nmaking process to the fullest. Because in ny
mnd, that’s the only way that the comm ssion, when
they do nake those decisions, they can be protected

at that tinme. W' Il give everybody's position a ful
treatment and a full exposure and an assessnent of
what’s going on and then the facts will lead us to

where we need to be.

10: 24: 03 AM

SENATOR W ELECHOWBKI asked the process FERC would take to review
two conpeting proposals, with one proposal being proposed by a
consortium of producers and anot her by an i ndependent producer.

MR. ROBI NSON responded that he thought the process for record
devel opnment works effectively, irrespective of the applicant, so
long as the applicant is serious about noving project forward.
He said, “That’s the key thing for us.”

SENATOR W ELECHOWEKI recalled earlier testinmony that an
i ndependent producer is nore likely to have open access. I n
fact, one of the provisions contained in the AGQ A addresses
access issues, he not ed. Additionally, other testinony
i ndi cated that producer-built pipelines are less likely to have
expansi ons. He asked if these issues are addressed by OEP in
its analysis of a project.

MR. ROBINSON answered that conmi ssioners mght bring that to
bear during their review of a project. However, he noted that
consi dering open access is not part of the process that the CEP
uses in record devel opnent.

MR WRIGHT interjected that pipeline ownership and access
considerations are not necessarily part of the environnental
review or the siting process at FERC He said, “As long as
they’'re serious, they' ve done their honmework, and are ready for
pre-filing, we're not going to turn them away.”
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SENATOR W ELECHOWSKI inquired as to whether the federa
governnment would allow LNG to be piped to Valdez and shi pped and
overseas to an Asian market or anot her narket.

MR. ROBI NSON answered that what Senator Wel echowski described
woul d be authorized by conm ssion, but the export license is
issued by the U'S. Departnent of Energy and would entail a
deci sion about allow ng export of Al aska natural gas to foreign
mar ket s. In further response to Senator Welechowski, M.
Robi nson said that he could not speculate on the DOE s answer.

10: 27: 08 AM

The comm ttee took an at-ease from 10:27:21 AMto 10: 46: 36 AM

10: 47: 04 AM

REPRESENTATI VE KELLY referred to open access, basin control
i ssues, and anti-trust concerns with a producer pipe that has
bi enni al open seasons. He inquired as to who is concerned about
the [open access and expansion issues] in this process.

MR. ROBI NSON answered that expansion was contenplated in Section
105 of the Alaska Natural Gas Pipeline Act of 2004 (ANGPA)[ 15

USC 88§ 720 et. seq.]. He said that the Act contenplates
expansion in instances in which the pipeline operator “didn't
see a need to conme to FERC in a voluntary fashion.” He opined

that Section 105 is a wunique section, which allows the
comm ssion to conduct a hearing “with all the bells and whistles
entailed to require expansion.” He further opined that a
tension exists for the Congress and the conmission to attenpt to
satisfy the certainty of having a pipeline constructed as soon
as possible and the desire to ensure that sufficient expansion
paths will allow for exploration and devel opment of the entire
basin to enhance gas extraction. “That is a very tough bal ance
and challenge to neet. | feel confident that FERC process would
allow that to occur,” he said. However, he noted that other
approaches could also satisfy that bal ance. He pointed to
Al aska’s efforts to develop a relationship with an applicant
that allows for periodic open seasons. He opined that the
process would “no doubt work as well.” Both approaches provide
nmechani sms, perhaps contractual, that would balance the desire
to get a pipe built and allow for future expansion and
devel opnent .

10: 51: 01 AM
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MR. WRI GHT added, in terns of anti-trust, that FERC does not
have problens wi th producer sponsored pipelines. He nentioned
that nmany pipelines, such as the Alliance, originally were
producer pipelines. The FERC regul ati ons have evol ved over tine
and the U S. has created a market-driven system of open access
that includes standards of conduct and affiliate rules. He
pointed out that the open season rule expressed a need to
pronote conpetition and that states or producers did not appea
that order. The U S. Energy Policy Act of 2005 gave FERC broad
penalty authority that includes applying mllions of dollars per
day in penalties, which is a great deterrent to anti-trust

activity, he opined. He said, “I think a producer sponsored
pipeline can be considered by FERC wthout any anti-trust
problenms, as well as a traditional pipeline by soneone Iike

Tr ansCanada. ”

MR. ROBI NSON added that FERC s assessnent would be based upon
the project, the application, and the proposal in terns of their
affiliate relationships. He noted that FERC process is
transparent and allows all parties to comment and raise issues
and concerns such as anti-trust issues.

MR WRIGHT interjected that he would fully expect someone to
rai se anti-trust issues.

MR. ROBINSON noted that FERC frequently has previously worked

with TransCanada. He offered that TransCanada is a nmgjor
pi peline conmpany who “know how to build pipe and know what it
takes to get it built.” He said he enphasizes that aspect

because he has worked wth many pipeline conpanies and
characteri zed TransCanada as a “good group to work with.”

10: 53: 25 AM

REPRESENTATI VE SAMJELS asked M. Robinson to elaborate on the
process for appointnent to FERC. He further asked for specifics
on how Alaska is different and any ways that he could cite any
ways that the U S. Al aska Natural Gas Pipeline Act of 2004
recogni zed that “Alaska is different.”

MR. ROBI NSON explained that FERC is conprised of 1,400 staff,
under the FERC chair, also the head of the agency. He noted
that the FERC chair is 1 of 5 wvotes for any conmssion

determ nations and deci sions. The FERC Chair guides the staff
in terms of enphasis, but wultimtely, when an order s
submtted, that all five commssioners can bring their own
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judgnment and question specifics in the case. Utimately, it
takes 3 votes to pass an order. No nore than 3 nenbers can be
fromthe party of the President of the United States, he noted.
However, the comm ssioners also serve 5 year staggered ternmns.
Energy issues typically have generally not been aligned along
party lines, but differences are regional, he opined. He
related that the decisions are fact-based and are al so based on
the experience that each comm ssioner brings to the process.
The orders are subject to re-hearing, and if the party is not
satisfied, the party can appeal the decision to the U S. Court
of Appeals, and then to the U S. Suprene Court, which rarely
happens. The court first |ooks to FERC record, which is why its
record is so inportant, he offered.

MR. ROBINSON, regarding differences in Alaska, said that no
other pipeline has special legislation that dictates how the

comm ssion should proceed, especially in terns of need. He
said, “The Congress has already told us that this pipeline is
needed. That has a profound influence on how we view this
proj ect . It really takes a whole area of analysis and
assessnment that we would otherwise do, and it sets it aside.”
Thus, FERC will examne the issue of how to build the best

pi peline, he opined. The Congress’s concern and bal ance between
proceeding to construction of a pipeline and the longer term
pi pel i ne expansion “sort of work against each other in a process
kind of way.” The second aspect is that the bal ance between the
two is laid out by the Congress with new authorities given to
FERC. The third aspect that makes Alaska’s project different is
that the gas field in Alaska is a long way from the narket. He
pointed out that FERC recently authorized a project that is
1,700 mles long, with a 42-inch pipe producing about 1.8 Bcf
per day. However, he noted that the proposed pipeline is even
|l onger to bring gas from Alaska to the Lower 48. Additionally,
the Canadi an aspect, while not totally unusual, brings cross-
border issues with the NEB and the Canadian governnent, he
st at ed.

11: 00: 33 AM

REPRESENTATI VE KERTTULA asked if M. Robinson could “flesh out a
little bit nore” how FERC woul d consider anti-trust aspects of
any application, and what FERC will consider, such as will FERC
consider any previous work and how FERC would proceed if it
finds actions are necessary.

MR. WRI GHT answered that FERC has a |arge and experienced Ofice
of General Counsel that wll address anti-trust issues. He
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offered that FERC cannot prejudice an application. He
acknowl edged that sonme people nmay not |ike sone aspects of
producer owned pipelines. He related that a history exists with
respect to producer owned pipelines and offered that FERC
operates on the basis that it wll take all applications and
that it will address issues that arise.

MR. ROBINSON interjected that nmuch has transpired since sonme of
the initial concerns wth producer owned pipelines at the
commi ssion, and the Congress as well. He noted that FERC has
adopted significant Standards of Conduct regulations that govern
how producers act with their affiliates. He asserted that FERC
has the ability to nonitor those actions and inposes significant
fines when problens arise. During the developnent of the
certificate, FERC also has the ability to inpose any conditions
necessary to ensure that those standards of conduct are nmet and
to ensure an open and transparent process is executed for any
pi peline project. He opined that anti-trust has connotations.
However, FERC approach is to ensure conpetitiveness and that the
behaviors are consistent with the conpetitive aspect of a
nat ural gas pipeline, he highlighted.

MR. WRICGHT interjected that FERC s open season rul es ensure that
it will protect and not allow preferences such that *“producers
cannot prefer their own supplies for the pipeline.”

REPRESENTATI VE KERTTULA asked if applicants have to follow
conditions that FERC places on a certificate and to el aborate on
FERC s rul es.

MR. ROBINSON stated that that FERC frequently conditions
certificates. The certificate holder must conply wth those
conditions and the tariff provisions, or would be subject to a
mllion dollar a day civil penalty action, he noted.

11: 05: 04 AM

SENATOR THERRI AULT inquired as to whether an applicant approved
for pre-filing is obligated to go through certification

MR. ROBI NSON answer ed no.
SENATOR THERRI AULT further inquired as to whether an applicant

who is certified would be obligated to actually accept the
certification.
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MR. ROBI NSON pondered why an applicant wouldn't want to accept
certification, but added that an applicant wuld not be
obl i gat ed.

MR WRIGHT interjected that an applicant mght not want to
accept certification if FERC inposed conditions that the
applicant deened was too onerous. He concurred that the
appl i cant does not have to accept the certificate.

SENATOR THERRI AULT recalled an earlier response in which M.
Robi nson di scussed negotiator rate contracts or tariffs. He
recalled that M. Robinson encourages the shipper and the
pi peline conpany to establish and negotiate rates and provide
themto FERC

MR WRI GHT answer ed:

In the sense that it fills the pipeline, yeah, that’s
within the purview of our regulations to have
negotiated rates as long as you have a recourse rate,
which is a cost-based rate that other people can use.

SENATOR THERRI AULT further inquired as to whether the negotiated
rates could be witten to shield the shipper against rolled-in
rates.

MR. ROBINSON said, “You would be prejudging what the conm ssion
may do at the point of deciding on an expansion. [’ m not sure
that would really fly. | can’t think of an instance where that
has happened.”

SENATOR THERRI AULT sai d:

In the 2005 [FERC] order here and one conment here in
Section 114, you talk about the pipeline conpanies say
that if the shippers were concerned about the effect
of such treatnment they can seek to avoid it through
negotiated rates. They could insulate thenselves from
the rolled-in rates.

MR. WRI GHT answered that negotiated rates could happen, but he
said, “l believe it also says you have to offer those rates to
ot her prospective shippers.”

SENATOR THERRI AULT posed a scenario in which all the shippers of
a pipeline negotiate rates that FERC accepts, and inquired as to

JT. HRLS/ SENR COWMM TTEES - 24- June 16, 2008



whet her the negotiated rates will insulate them from rolled-in
rates.

MR. WRIGHT said, “You are getting back to the insulating from
rolled-in, and I don’t think we can say that right now”

SENATOR THERRI AULT asked if the state could arrive at a
situation in which all the shippers have insulated thenselves
contractual ly. He inquired who would “pay the price” if a
vol untary expansi on occurs.

MR  WRIGHT answered that FERC does not have to approve
negotiated rates and if FERC identifies sonething that “goes
agai nst our open season regulations that is a presunption of
rolled-in rates for voluntary expansions, if there’ s sonething
that insulates them from that, we don't have to accept the
negotiated rate.”

SENATOR THERRI AULT inquired as to whether it would be beneficial
to have it stated “up-front” that the pipeline shipping conpany
will contractually honor the requirenment for rolled-in rates for
vol untary expansi on

MR. ROBI NSON sai d:

Wuld it be beneficial? It depends on where you're
sitting. If you are looking at FERC process and
you're trying to pre-judge what the conmm ssion may
think is in the public interest at the tinme, |if
sonmebody cones to the conm ssion for an expansion, the
answer is ‘no’. If youre trying to limt or in sone

way influence what the conmmssion mght do at that
poi nt, because you don’t have any confidence in the
comm ssion 5, 10, 20 years down the road, doing what's
in the public interest, given the facts of that day,
then the answer is ‘yes’.

11: 08: 59 AM

SENATOR STEDMAN asked for «clarification of the concept of
opening the basin. He posed a scenario in which a conpany
builds a pipeline as a 100 percent owner, wth substantial gas
to fill the line, such as a 48-inch, 2,500 psi per day. He
asked whether an independent gas conpany would have access to
t he pi pe. He clarified that the conpany would have a path to
t he mai n pi pe.
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MR. ROBINSON offered that the independent could approach the
pi peline conpany itself to determne if it would be willing to
expand to accept those volunes. If that did not work, he
surmsed that the provisions within the Energy Policy Act of
2005 (EPAct) would allow the independent conpany to petition the
commission to require a hearing for expansion to ensure that the
facts are supported. Thus, two avenues would be avail abl e that
would allow the independent to have access to the pipe, he
not ed.

SENATOR STEDVMAN further inquired as to whether that conpany
previously nmentioned wuld have an advantage over t he
i ndependent conpani es. In response to M. Wight, Senator
Stedman clarified that question assunmes that the pipeline still
had capacity.

MR, WRIGHT answered that if capacity existed in the pipeline
that the independent conpany could not be precluded due to open
access.

MR. ROBINSON agreed that the |arge conpany would not have an
advantage over the independent in ternms of existing capacity.
He offered that due to open access everyone would have equal
access to the pipeline.

SENATOR STEDVAN referred to The Energy Policy Act of 2005
(EPAct) and asked if the purpose of the act is a ‘basin opening
exercise to ensure that the arctic basin is opened up or if it
is restrictive measure.

MR. ROBINSON answered that it was a balancing act prescribed by
Congress and executed by the commi ssion between the desire to
“get a pipe going” and the desire to “allow for easy expansion
and to encourage exploration and developnent of other gas
sources in the basin. It tried to do both,” he said.

11:12: 53 AM

MR. ROBINSON, in response to Senator Stednman, answered that
smal l er conpanies have the protection of the open season
provision that allows them to conme in and bid on the capacity.
He further offered that Section 105 [of ANGPA] allows the
smal l er conpanies to petition the comrission to require the
expansi on and all ow the volumes in the pipeline.

MR. VWRI GHT explained that the initial allocation of capacity is
termed an anchor shipper or shippers, in which the shipper has
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contracted for all the capacity prior to the open season.
Smal | er shippers are afforded protection under federal |aw that
allows them to match the rate, the terns, and the conditions
that the anchor shippers contractually agreed to in order to
obtain a prorated portion of the initial allocation of capacity.

SENATOR STEDVAN asked for clarification of how the allocation
process would work and whether the |arger anchor shippers have
an advantage in the process.

MR. WRIGHT posed a scenario in which 3 wunits: 100 units, 100
units, and 5 wunits, were available and would “need to be
squeezed down to 200 units,” that each [of the I|arge anchor
shi ppers] would get a little I ess than 100 units each.

CHAIR HUGA NS asked for clarification of the term non-open
access pipeline.

MR. WRI GHT expl ai ned that a non-open access pipeline wuld be a
proprietary pipeline, which mght be an interstate pipeline,
comng off a pipeline to feed a wallboard plant. He offered
that FERC has previously approved those types of non-open access
pi pelines, but that the law dictates that the Al aska gasline
will be an open access pipeline.

MR. ROBINSON added that even in those instances of non-open
access pipelines, opportunities have been presented to determ ne
if others needed access to the pipeline.

11:17:14 AM

SENATOR STEDVAN asked if it would be fair to characterize the
Energy Policy Act of 2005 (EPAct) as being in the best interest
of the country since it would open up the basin and foster nore
expl oration and devel opnent.

MR. ROBI NSON responded that the Congressional action and FERC s
regul ations both recognize that it is inportant to ensure there
are nechanisns in place to allow for further expansion and
further exploration of the gas reserves that need the pipeline

in order to get to narket. He agreed the EPAct serves that
pur pose.
11: 18: 05 AM

REPRESENTATI VE FAl RCLOUGH recal | ed t he col | aborati on or
partnerships FERC has had with NEB, and asked M. Robinson to
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expand on FERC s experience in wrking wth multiple
jurisdictions internationally.

MR WRI GHT responded that FERC cooperates wth scheduling, and
i nformati on exchanges, but does nothing that would violate the

sovereignty of the laws of each country. Anot her country
decides on a project based on its laws and the United States
based on our |aws. He characterized the process as one of

coordination and cooperation, and exchange of information to
attenpt to nmke things work nore snoothly, nore tinely, and
avoid the project being built in one country but not the other.

MR. ROBINSON interjected that FERC al so avoids the devel opnent
of information in one country that has to be duplicated with the
devel opnent of information in another country. He related that
aspect of the Menorandum of Understanding is to ensure that
duplication doesn’t happen. He stressed that FERC does not set
the schedule for another country, and vice versa, but ensures
that the other country is inforned.

REPRESENTATI VE FAI RCLOUCH rel ated her understanding that tariffs
must be simlar when "you go to decide” and asked for
clarification.

MR. WRIGHT answered that the US. wuld have a tariff that
Canada would have a tariff and rates would be paid to both
entities.

MR. ROBINSQON, in response to Representative Fairclough, answered
that the rates can be different. M. Robinson confirnmed that
mul tiple rates are all owed.

REPRESENTATI VE FAI RCLOUGH rel ated that the presentations to date
on the licensing agreenent show the end |ocation of the tariff
fees at AECO [ Pipelines]. She inquired as to whether that was
typical in the other agreenents.

MR. ROBI NSON answered, “No, because that’s the only pipe that we
have that would end in that place. The rest of the ones we have
are bringing gas into the U S. froma Canadi an source.”

REPRESENTATI VE FAI RCLOUGH said, “M. Chairman, ny concern is if
we’'re ending at AECO ‘ How are we providing Arerica gas?”

MR. WRIGHT offered that what TransCanada has di scussed running

“rather enpty” from AECO or the Alberta Hub going east. He
rel ated that TransCanada contenplates a lot of capacity to “take
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on” Alaska gas, fill their pipelines, which as the Wstern
Canadi an sedi nentary basin beconmes drawn down, it is a natural
conplenment to that capacity.

MR. ROBINSON interjected that it is not necessarily “the right
way to look at it” in terns of whether the gas will get to the
Lower 48. He explained that the gas pipeline system is an
integrated North Anerican market for gas. Thus, gas that m ght
be used in Canada from Al aska al so neans gas in Canada m ght be
used in the United States.

REPRESENTATI VE FAI RCLOUGH questioned whether an additiona
tariff would be added from AECO to a location into the American
mar ket .

MR. ROBINSON responded that a tariff exists for novenent of gas
on any pipeline so if a shipper wants to acquire gas and “nove
it from AECO on down, there would be another tariff.”

REPRESENTATI VE FAI RCLOUGH explained that the |egislature has
been previewing a tariff cost to make this [TransCanada gasli ne]
proj ect econom cal ending at the [Al berta] Hub. She related her
understanding that in 1980, FERC contenplated transportation
costs and recalled that FERC denied allow ng road inprovenents

to be incorporated into tariff charges. She offered that
currently the US. contributes federal highway dollars to
mai ntain the Al aska Hi ghway. She noted that the state is
| ooking at the Haul Road and different infrastructure
i nprovenents to prepare for a gas pipeline. She inquired
whether in the event that Canada would need to inprove its
hi ghways, FERC woul d consi der r econmendi ng i ncl udi ng

construction costs for roads in the tariff, either for Canada or
the U. S.

MR. ROBI NSON answered that FERC would not recommend to consider
costs for road inprovenents in Canada since it is outside the
U.S. jurisdiction He stated that roads necessary for the
project in the U S wuld be evaluated in that context when the
i ssue arises as the facts of the case.

MR. ROBINSON, in further response to Representative Fairclough
answered that FERC wll not review the tariff rate inside
Canada.

MR, WRI GHT stressed that while FERC does not have know edge of

how TransCanada will structure its rates, he pointed out that
TransCanada has a history of rolled-in rates. He surm sed that
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the U S. mght also have a rolled-in rate for transportation in
Canada.

MR. ROBINSON interjected that the question is not how the tariff
woul d be applied, but whether there would be a tariff.

REPRESENTATI VE FAI RCLOUGH expressed concerned over how Canada
will calculate its tariff and stressed the inportance of
under st andi ng FERC interaction with Canada.

CHAIR HUGA NS offered that he will continue to invite the NEB in
order for nenbers to ask pertinent questions.

11: 26: 08 AM

REPRESENTATI VE GARA stated that the state has certain interests
in a pipeline that mght lead it to push forward on an
i ndependent | y- owned proj ect. He inquired as to whether FERC is
allowed to consider the state’'s interest when two conpeting
projects are noving forward. He posed an exanple such that many

| egislators believe the Ilarger oil conpanies wl| deter
production by conpetitors by preventing gas from entering the
pi peline, which he opined underm nes the state’s interest. He

further noted that many of wus believe that by declining an
i ndependent project and supporting an oil-owned pipeline, the

conpanies will be able to extract billions of dollars of tax
concessions from the state. He inquired as to whether FERC can
grant deference to the state’'s attenpts to protect its

sovereignty.

11: 27: 52 AM

MR. ROBINSON answered that the conmission has the ability to
review anything that affects its public interest determ nation
including the position of the state. However, that is only one
aspect of the conmission’s determ nation. He el aborated that
the conm ssion will review opposing views on those issues. The
real concern is about what happens once the pipe is built, that
both the Congress and FERC have recognized that as an issue. He
opined that “the provisions are in place to ensure that nobody
can just use the pipe for their own purposes.” |If expansion is
required and it is not voluntary, it can be dictated. He said,
“W think we have a process in place, that irrespective of who
the applicant is, can ensure that when the pipeline needs to be
expanded it will be expanded.”
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REPRESENTATI VE GARA expressed that wunder FERC rules, the open
access provision causes the state concern, which is one reason
why the l|legislature adopted a state |aw He pointed out that
under FERC s rules, the open access provisions cause sone
concern. He opined that sone legislators believe that if the
| arge oil conpanies own the gasline, that the producers will not
seek voluntary expansions. Further, he opined that the |arge
producers will need to be sued before FERC for a mandatory
expansi on. However, if a mandatory expansion occurs, FERC rule
appears to allow increnental rates, which threaten to overcharge
new producers, he offered. That's why the state requires
vol untary expansions by anybody who bids on an AG A process, he
opined. Thus, if voluntary expansion happens, the state is nore
likely to get the rolled-in rates that ultimately wll keep
shipping costs dowmn Ilower for new entrants, he surm sed.
Therefore, many legislators may prefer an independent pipeline
and may al so prefer rules that go beyond FERC, he concl uded.

VR. ROBI NSON  opined that everything is available to be
considered. The weight that the issues will be given depends on
who is the commssioner at the tinme of the review, but the
commi ssion also nust review its role as dictated by the Congress
to ensure that sone of the concerns just expressed are equitably
treated for all parties, not just the interest of one group.

REPRESENTATI VE GARA recalled that M. Robinson stated that FERC
woul d be concerned if a project cane forward w thout any gas.
He posed a scenario in which two conpeting proposals — one owned
by the major producers and one by an independent conpany. He
noted that the major producers may have a financial incentive to
commt gas to its own pipeline, but when independent conpany
comes forward, it is possible that the nmjor producers would
attenpt to wthhold gas to defeat the other pipeline. He
inquired as to how FERC would handle two proposals given the
i nportance that a project have gas.

MR. ROBI NSON of fered to parse out the notives from the question.
He stated that FERC has the ability to exam ne and review two
projects, and to also review a project that does not have
presuned agreenments on the gas necessary to fill the pipe. He
said that FERC has nade it clear in its reports to Congress that
it is not FERC s preference to have an applicant cone to us that
doesn’t have any presunmed agreenents associated with it. He
mai ntai ned that FERC would prefer not to be in the position of
having to treat that. He noted that applicants can submt to
the pre-filing process, and FERC will review the pre-filing in
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termse of whether the applicant can support the application
process. He said:

When you’'ve had an open season and people have shown
up, and they’'ve shown an interest, that gives you sone
| evel of confidence. Having said all that, Alaska is
a unique case. Wre well aware, and we have foll owed
closely ... the machinations that have been involved
in trying to get an application to the conmm ssion.
That would be considered as well. So that would be
considered as well. W would just prefer not to be
put into that position where we' re being questioned
about our resource utilization for a project that
doesn’t have anybody signed wup to wutilize that
project.”

REPRESENTATI VE GARA stated that he hopes that FERC would not
al |l ow one consortium of conpanies to block a viable pipeline.

MR. ROBINSON responded that is not what FERC s open season
process i s about.

11: 34: 01 AM

SENATOR DYSON asked for clarification of the discussion related
to national interest and natural nonopoly multiple players.

MR. ROBINSON reiterated that the act of Congress puts the
pipeline in a different perspective for FERC, He surm sed that
in instances in which nore than one pipeline is proposed that
essentially services the same market that ultimately one
pipeline is built, even if two or three or nore proposals are

submtted to FERC to “nove the same gas.” He related that FERC
may review and certificate all of the applications, but
ultimately only one will be built. He said that he is confident

that only one pipeline will be built.

MR. ROBINSON, in response to Senator Dyson, answered that the
final matter will be decided by who is able to finance the
pi pel i ne.

MR WRIGHT interjected that if conpany “X’ cannot attract funds,
the director will advise its board of directors to vote down the
proj ect .

SENATOR DYSON related his understanding that two certificates
could be issued, and the conpanies would seek funding, with both
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successful at sone |evel. He inquired as to what allows the
conpany to proceed.

MR. ROBI NSON expl ai ned that both conpanies will seek financing,
and the conpetition for items such as who would be able to
finance it, how the noney would be accumul ated, the interest
rates, and the level of equity. He surm sed that sonmebody would

successfully put together a financial package. Once that
happens, he opined, it is highly unlikely anyone else would be
willing to put together a “financial package.” In response to
Senator Dyson, M. Robinson answered that FERC wi Il not perform

a second review once the financing is secured.

MR WRI GHT added that FERC will have conditions such that the

applicant cannot break ground until it has the capacity under
contract.
11:38: 10 AM

REPRESENTATIVE HAWKER related his understanding that t he
| egi sl ature nust establish extra standards to avoid the tariff
i ssues that plagued the Trans-Al aska Pipeline System (TAPS). He
inquired as to whether the gasline is this same situation.

MR. ROBI NSON answered that it is not sanme situation. First, the
[TAPS line] is a conmon carrier and the gasline is a contract
carrier. Second, the gasline has a specific set of |egislation
that governs the gasline as well as the conmm ssion’s regul ations
that contenplate the desire to see expansion. He said, “I just
don't see them as being simlar.” He explained that FERC
enpl oys a nodel that is efficient and quick. He characteri zed
the pipeline process as a “functioning everyday Kkind of
process.”

REPRESENTATI VE HAWKER referred to the enhanced or real open
access project. He stated that FERC "l ooks out for the public
interest, but not Alaska' s interest.”

MR. ROBI NSON answered, “That’s true and untrue.” He related
that FERC determines what is in the public interest and
highlighted that Alaska’s interests are a large part of that
equat i on. He elaborated that FERC has input from Congress,
reflected in FERC s regulations that direct it. He highli ghted
t hat FERC does not exclusively hone in on what will nmaximze the
return to the producer, the pipeline, or the state. However,
FERC goes beyond that and nakes a judgnent about what’s in the
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public interest to ensure that a pipeline gets built that can be
expanded to acconmpdat e new expl orati on and producti on.

REPRESENTATI VE HAWKER offered that one of the argunents being
put forth is that FERC does not protect Alaska's interest in
expansi on. He stated his appreciation for clarification on the
matter and for the approach that FERC uses to base its decisions
on its experience and factual basis and that it does not attenpt
to predict the future. He inquired as to whether M. Robinson
is aware of any historical instances in America of gas being
stranded because producers refused to devel op a pipeline.

MR. WRIGHT responded that it is just the opposite since the
producers want to get gas to market in order to make noney. He
related that a prine exanple of that is in the Rocky Mountains.

11:41: 40 AM

SENATOR STEVENS related his wunderstanding that FERC will not
have any control over the pipeline once it enters Canada. He
asked M. Robinson to elaborate on the expectations and denmands
of Canada in transporting Al aska’s gas to the contiguous U. S.

MR. ROBINSON responded that FERC cannot demand anything of
Canada, in terns of its tariff provisions or its actions.

However, he stated that [the pipeline crossing Canada] does not
cause him concern since North Anerica has an integrated natura

gas system He offered that he recently visited the Canaport
liquefied natural gas (LNG facility in Saint John, New
Brunswi ck, Canada. He explained that the LNG is supplying gas
to New England, primarily to Boston, Massachusetts via the
Maritimes & Northeast Pipeline, L.L.C pipe. He characteri zed
the Canaport LNG gas as alnost “dedicated” to supply LNG to the
U S nmarket. He added that the sanme market that is fed by
Canaport is also available from [one of] TransCanada’ s
pi pelines. He continued:

It’s really just getting gas into North America, into
that system that’s relevant from ny perspective.
That’s what we...work with NEB for, is to make sure
the pipes are there for easy access back and forth.
|’m not overly concerned with where the individual
nol ecul e ends up. It’s just that we get the nol ecul es
up and into that integrated system
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MR. WRI GHT added that the demand exists in North Anmerica for
nat ural gas. He stated that Alaska's gas is needed and will be
used by either Canada or the Lower 48.

MR. ROBINSON further added that simlar situations exist on the
Mexi can border. He related several projects, such as one pipe
that transported about 1 Bcf/d to Mexico from the Texas area
but that an LNG plant at Tanpico in the GQulf of Mexico may mnake
it possible for the gas to serve part of Texas via Mexico.

11:45:55 AM

REPRESENTATI VE KERTTULA inquired as to whether it would be
easier to come in with an agreenment to present to FERC for
specific things that the state desires, such as rolled-in rates
or offtake points.

MR. ROBI NSON answered, “As |ong as nobody objects to it, yes.”

11:46: 41 AM

REPRESENTATI VE DOOGAN recalled that when M. Robinson said that
t he producers want “to get the gas out” that he assunmes he neant
that the producers want to get their “own” gas out.

MR WRIGHT answered that a producer is in the business to
produce gas, get it to a market in order to nonetize that asset.

REPRESENTATI VE DOOGAN referred to Section 105 [of ANGPA]. He
posed a scenario in which an independent producer files an
appeal to FERC, under Section 105 of ANGPA for access to ship
gas during expansion. He inquired as to the length of tinme for
a deci sion from FERC

MR. ROBI NSON responded that since decisions have not been issued
under Section 105 or ANGPA, he did not know. He offered that
FERC has a history and record of issuing pronpt decisions.

REPRESENTATI VE DOOGAN asked if M. Robinson could offer genera
ti meframes for FERC s deci si ons.

MR. WRI GHT responded that the Kern River Pipeline [in the Rocky
Mountains], FERC s first project under pre-filing, for a 900
mle natural gas pipeline, was approved in 10 nonths, including
conducting its environnental work.
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REPRESENTATI VE ROBI NSON of fered another exanple of a pipeline
for 700 mles that involved 1,700 |andowners took approximtely
11 nmonths to conpl ete FERC review.

REPRESENTATI VE DOOGAN i nquired as to whether the Section 105 [of
ANGPA] provisions would add to the tinefranes.

MR. ROBI NSON said he thought that what would guide FERC is its
experi ence. He related that the nore opposition, the “tougher
it is to get things done, but we have a way of overcom ng
hurdl es.”

11:51: 41 AM

REPRESENTATI VE SAMUJELS inquired as to whether M. Robinson
believes that this gasline will be built in the next 10 - 15
years, that it is “a foregone conclusion”. He prefaced his

guestion with the observation that sone projects have suffered
probl enms, such as the pipeline in Norway that has not been built
despite gas availability.

MR. ROBINSON answered that it is not a foregone concl usion. He
opined that it is going to be a “tough job” that will require
all parties to adopt an attitude that they have a comobn goal
He further opined that this project will be “easy to derail,”
that litigation is always available, and the ability to obtain
financing will be heavily dependent upon “does it | ook l|ike they
have a <clear path.” He offered a concept he wuses in
construction called the “first dollar.” Nobody invests the
“first dollar” if they don't see a clear path, to sone degree
of getting a project built in the long run and recouping the
investnment of that “first dollar”. The higher the investnent,
the nore significant that “first dollar” is, he stated. He
asked legislators to give FERC process an opportunity to work
and nake the project happen by starting with the pre-filing and
“getting it going.”

MR. WRIGHT highlighted that if the state does not start that
pre-filing that a 10 year projection is not realistic. He urged
nmenbers to start the process now.

REPRESENTATI VE SAMUELS followed up by asking if any party has
pre-filed thus far.

MR. ROBINSON related he received an email earlier today that

FERC expects to receive a pre-filing application fromthe Denal
proj ect .
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11:55: 05 AM

The commttee took an at-ease for lunch from 11:55 a.m to
1: 37 p. m

1:37: 01 PM

CHAIR HUGGA NS called the neeting back to order at 1:37 p.m He
announced that a <copy of the June 15, 2008 pre-filing
application by the Denali Project is available for nmenbers.

1: 38: 30 PM

REPRESENTATI VE CRAWFORD recall ed a recent newspaper article that
advised that the Denali Project intends to buy 5 mllion tons of
steel while TransCanada intends to purchase 2.5-2.75 mllion
tons of steel. He acknowl edged that TransCanada can take
advant age of sonme pipeline already constructed. He inquired as
to whether FERC can consider the steel when considering the
pr oposal . In response to M. Wight, Representative Crawford
clarified that that the Denali Project proposes to bypass the
hub in Al berta as opposed to TransCanada project that would take
advant age of existing pipeline.

MR. WRI GHT answered that FERC takes it into account in terms of
making rates, since obviously it is a cost conponent that
applies to rates. Wen FERC approves or reconmmends an order to
the commssion it will contain proposed initial rates that wll
reflect labor, material costs, etc; the outcone that wll be
presented to FERC, whether it is TransCanada or the Denali
Project, will reflect different rates due to different inputs.
M. Wight said, “Now if your question’s going, ‘Are we going to
recommend denying Denali because they’'re using 5 [mllion] tons
of steel versus 2.5 [mllion] tons? ”; and answered, “I don't
think so.”

REPRESENTATI VE CRAWFORD asked:

Even though it would nean a nuch higher tariff and
[the Denali Project] would be shifting the production
dollars down to transportation dollars and it would
nmean a huge difference in the anobunt of noney that
goes to the state, that wouldn’'t be sonmething you
woul d consi der.

MR. ROBI NSON r esponded:
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Every issue would be considered so yes, it would be,
but predicting the outcone because it is nore than

just the tons of steel that will be used. It’s the
project that is being proposed and the attributes it
brings with it. It may in one instance be very mnuch

wort hwhil e, having a project that uses twi ce the steel
and goes farther; than in another instance it may not,
dependi ng upon the entirety of the fact base. | think
that what Jeff [Wight] neant was, is that the
conm ssion would not make a decision just on its 2.5
mllion tons of steel versus 5 mllion tons of steel

You have to | ook at the entirety of the project to see
if it makes sense and is in the public interest to

certificate the project that involves 5 nmllion tons

of steel.
1:42: 30 PM
REPRESENTATI VE CRAWFORD opined that it seens that $6 billion is
approximately what it would cost to build a line using 2.5
mllion tons of steel, but $12 billion is what it would cost to

build the Iine to bypass the existing pipe. He further opined
that there would be such an innate advantage to using what
exi sts, rather than creating a parallel pipeline.

1:43: 10 PM

MR. ROBINSON pointed out that a project has not been submtted,
so he did not know what a proposal would entail or its
attributes. He opined that a proposal can vary substantially
from one project to another and may or my not justify a
specific end point or size of the project. He offered that

W thout reviewng the details and performng the analysis, an
assessnment cannot be nmade solely on the basis of the anount of
the projected steel that will be used.

MR WRIGHT offered that pre-filing is all about identifying
i ssues and di scuss them

1:44: 04 PM
REPRESENTATI VE RAMRAS inquired as to how nmany of the five
conpeting certificates in Oregon enjoy a state subsidy and

whet her M. Robinson could provide a history of projects wth
state subsidies that didn't include ownership.
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MR. ROBINSON said offhand he did not recollect instances in
whi ch states have taken an interest in a project and definitely
not in Oregon.

MR. VWRIGHT recalled that Wonm ng set up public authorities that
i ssue bonds for developing infrastructure within the state for-
electric and for its natural gas pipeline. He surm sed that the
state could have the ability to take equity positions if it
chose to do so, but he is not aware that it has done so to date.

MR. ROBI NSON agr eed.
1:46:17 PM

REPRESENTATI VE RAMRAS inquired as to whether states have opened
t hensel ves up to trebl e damages.

MR. ROBI NSON answered that Wonming is the only state that FERC
is aware that has set up public authorities, but that he does
not know for certain. He el aborated that FERC is not conmtted
to reviewing what's behind the devel opment of an application.
Rather, he related, FERC is <conmtted to receiving the
applications, treating the applicants fairly through FERC
determ nation process to decide what is in the public' s best
interest. He noted that any actions that transpire prior to the
application being pre-filed “is sonebody el se’s business.”

1:47: 01 PM

REPRESENTATI VE RAMRAS recalled his visit to FERC office in
Washi ngton D.C. and that one of the statistics nmentioned is that
by 2008, 6 Bcf/d would be inported into the US. and by 2010
that nunmber wll increase to 20 Bcf/d. He inquired as to
whet her any benefit exists to concentrate on nonetizing a
project first and then contenplate of expanding project from4.5
Bcf/d to 6 Bcf/d.

MR. ROBI NSON responded that the |egislation contenplated [ANGPA]
and FERC regul ations codified the dual purpose of constructing a
gas pipeline, and the Congress and conmission through its
regul ations to encourage additional gas fields in Alaska with a
node for future expansion capability. He opined that is the
reason for Section 105 [ANGPA], and provisions in FERC s open
season regulations that provide for ease of expansion, when it

becones necessary. The FERC clearly wunderstands that dual
pur pose aspect of the devel opnment of the Al aska gas pipeline, he
opined. He surmsed that FERC will maintain that position as it
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reviews the application along with the tariff and nechanics of
engi neering of the pipe. He said he anticipates that FERC w ||
exam ne the exact location for the conpressor stations and the
t hi ckness and size of the pipeline in ternms of the ease of the
expandability of the pipe at the appropriate tine.

1:49: 53 PM

REPRESENTATI VE FAI RCLOUGH recalled that it has been proposed
that Al aska has distance sensitive rates. One, it’s proposed
t hat Al aska should have one rate. Second, it’s proposed at each
of the five different offtake points that different distance
sensitive rates would not include any charge for gas as it noved
beyond that particular point, or in and through Canada. She
inquired as to how FERC wll review tariff <charges in an
application that provides for distance sensitive rates for
instate offtake of gas.

MR. ROBI NSON answered that FERC would review any issue in the

sane manner. The issue will be proposed, noticed, parties would
comment, and then FERC will decide what's in the public's best
interest in matters such as providing for state needs. He

opined that FERC would obtain the best balance between the
producers, the shippers, and the pipeline conpany to set the
tariff in the public’'s best interest and that it would not favor
one group over anot her.

REPRESENTATI VE FAI RCLOUGH noted that Alaska is geographically
unique and that its offtake points wll be significantly
different. She opined that other states may have increnental
tariffs, but that Alaska's issue wll be whether it can
capitalize the entire cost inside of Al aska and how that cost
will be fairly spread for Al askans. She inquired as to whether
FERC has reviewed sim | ar cases.

MR. WRIGAT answered that a pipeline of that size usually has
zones and the points closest to the source of the gas wll be
t he cheapest transportation. As you go zone by zone it becones
nor e expensi ve. He opined that gas transported from the North
Slope to the Canadian border would have the highest charge.
However, increnmental points along the way woul d represent |esser
costs due to the |l esser distance, he noted.

REPRESENTATI VE FAI RCLOUGH surm sed that throughput will be an
issue for that type of tariff.
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MR. WRI GHT answered that throughput is always an issue. “It’s
actually the design of the pipe; how big is the pipe going to
be; what’'s its capacity, and that’'s how you design rates.”

MR. ROBINSON interjected that once the rate is set, that the
rate doesn’'t change by how much gas is transported through the

pi pe.
1:53: 08 PM

REPRESENTATI VE FAI RCLOUGH related her understanding that FERC
has approved di stance sensitive rates by zones.

MR, WRI GHT answered yes.

MR. ROBI NSON  concurr ed. In response to Representative
Fai rcl ough, M. Robinson answered that he is not famliar wth
the potential $10 mllion contingency liability for Al aska.

MR. WRI GHT concurred that he did not have a famliarity with the
liability issue either.

REPRESENTATI VE FAI RCLOUCH related that TransCanada’ s financial
“notes” list a $250 mllion liability that could potentially
increase by 14 percent due to partners of previous partnership.
She inquired as to what position FERC has on that type of
liability and further, if the liability could be tacked on as a
US tariff.

MR. ROBINSON opined that that matter would represent a unique

finding for the comm ssion. He reiterated FERC process is to
raise an issue, perform fact finding, and present to the
comm ssion for it to determne the outcone. He offered that

FERC does not have a history wth that type of problem
associated with a pipeline.

1:54:02 PM
REPRESENTATI VE FAIRCLOUGH inquired as to whether FERC has
experienced other lawsuits and rolled Ilitigation costs into

tariff rates.

MR. ROBI NSON answered that there nay be cases, but that he could
not recall any instances.

1: 54: 25 PM
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REPRESENTATI VE SEATON asked for clarification on pro-rated
vol une. He recalled that prior presentations have related that
oil pipelines are comon carriers and if sonmeone has new oil
that it can get prorated and rolled in that volune. He said he
t hought that FERC nentioned the same thing about gas volunes, if
soneone finds new gas and our earlier discussions were that it
woul d need to go through expansi ons and not through pro-rating.

MR. WRI GHT pointed out that oil pipelines are comon carriers.
A producer arises with oil to ship and the pipeline nust pro-
rate the capacity to accomopdate the new producer, regardl ess of
the rate that is being paid. He explained by offering a
scenario in which anchor shippers used all the capacity prior to
an open season, during the initial capacity allocation for an
Al aska pipeline, and another potential shipper arose during an
open season - and matched the rates, ternms, and conditions that
t he anchor shippers agreed to - that the capacity would need to
be prorated for the new potential shipper. He offered that the
scenario described is the only instance for proration. He
pointed out the distinction of commobn carriers is that it
doesn’t nmatter what the rate is because the new shipper nust
still be accommodat ed. He noted that an Al aska pipeline would
provi de for such an accommodati on.

REPRESENTATI VE SEATON related his understanding that after the
pipeline is flowing and a new shipper has gas to ship, that if
it required an expansion, that action would be considered an
expansion and not a proration. He related his understanding
that a proration only occurs at the initial bidding for volunes
in the pipeline.

MR. WRI GHT answered, “Exactly.” He noted that if one person
requests an expansion, the pipeline would offer an expansion for
them if it is feasible - voluntary, or involuntary. However,
during a subsequent open season, if nmultiple parties requested
additional capacity, it is possible that the pipeline could
economcally only expand so nuch, and then “you could go into
that proration for the expanded capacity,” he said.

MR. ROBI NSON i nterjected:

Let’s say the next engineering increnent of feasible
expansion is another $100 mllion and they have 3 or 4
people that want to do it and they total out to $120
mllion. The next expansion of that isn't available
up to $500 nmillion. You ve got $20 nillion that you
can’t handle under that expansion. Then you m ght
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have to do a proration for that one expansion to get
it back to the $100 nillion again. That’ s kind of
rare.

MR. VWRI GHT highlighted that action would apply so as long as the
parties are paying the sane rates, terns, and conditions.

REPRESENTATI VE SEATON asked for <clarification that proration
woul d be anong the parties bidding for expansion gas or would
the initial shippers be proration and have their vol unme reduced.

MR. WRI GHT answered, “proration for expansion volunes.”
1:58: 09 PM

REPRESENTATI VE SEATON expressed concern for mandatory expansion
that doesn’'t have the presunption of rolled-in rates. He posed
a scenario in which 2 producer proposals were submtted, that
were in a mandatory expansion, wth increnmental rates. He
surmsed that the new exploration would be subject to nuch
hi gher tariffs. He further surm sed that would likely slow down
exploration since conpanies would not want to submt to
contesting for expansion or pay increnental rates. He i nquired
as to how FERC woul d handle two projects, one that enbodied the
scenario just described, and the other being that the pipeline
was required to propose rolled-in rates.

MR. ROBINSON related that a nunber of assunptions are built in
to Representative Seaton’s question. He said, “lI’mnot sure al
the assunptions | would necessarily agree wth. The Congress
contenplated a nethod for expansion and FERC issued regul ations
associated with [ANGPA]. The FERC regul ations do not preclude
rolled-in rates for involuntary expansion. |It’s just that there
is no rebuttable presunption that they are appropriate. So, the
test is not as high. However, any rate naking action is subject
to the facts, including testinony by those who support or oppose
the action, then the conm ssion deliberates on all aspects, and
makes its decision. He opined that it is very difficult to
specul ate how sonething would play out on an expansion w thout
the facts associated with it at the time of the determ nation.
He offered that sone people may see a clear path, and they may
be right, but that it is hard to predict that far out.

MR. WRI GHT interjected:

You may have an involuntary expansion, and ...the
project operator ... in terns of | don't know if they
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really want to “cut off their nose to spite their
face.” A lot of times you get cheap expansibility and
it’s to their benefit sonetines to roll it in because
it could actually reduce their rate. You see that a
ot wth conpression expansion, which | would assune
for a good deal of the -expansions of an Al aska
pi peline woul d be expression rel ated expansi ons.

2:01: 52 PM

SENATOR THERRI AULT, wth respect to nmandatory expansions,
recall ed the | anguage in [Section] 105 [ ANGPA] discusses that it
is not supposed to adversely inpact the pipeline operations,
economc viability, not create a subsidy. He inquired as to
whet her FERC has defined any of those ternms previously and what
process FERC uses to define a subsidy such as whether it is the
initial rate or the | owest point on a “J curve.”

MR. WRIGHT answered that “subsidy” as used in FERC s current
pipeline certificate policy is anything that would raise the
system rate. He noted that if an expansion happens that
everyone woul d pay a higher rate, which FERC would consider as a
subsi dy.

SENATOR THERRI AULT surm sed that wunder Section 105 [of ANGPA]
that FERC nay need to review that again. He inquired as to the
| ength of that process and if the conm ssion has a specific tine
to decide a case, such as within a year. He surmsed that if
the matter was appealed, that the courts would not have tine
constraints in which to make its decision

MR. ROBINSON related that any decision the comm ssion makes is
subject review by the courts. He offered that the specific
timeframe associated with a particular case is set by the facts
of the case.

MR WRIGHT reiterated that FERC does not have a statutory
requirenent for a time limt to decide voluntary or involuntary
expansi on. However, he stressed that FERC attenpts to expedite
cases while ensuring the public safety and the environnent.

MR. ROBINSON interjected that FERC has an extensive record,
which is readily available, in terns of the length of tine it

takes to conplete its review He characterized FERC s
reputation as one “to nove projects” and he gave his assurance
that he will do everything he can to ensure its reputation is

not tarnished.
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2:04:39 PM

REPRESENTATI VE HAWKER recalled the legislature’s review of the
gasline, and pointed out the one issue that seens to be “driving

the debate” is the subject of expansion. He inquired as to
whet her M. Robinson could explain on a calendar tineline when
expansion will “really be an issue for us.”

MR. ROBINSON answered that it would be beyond 10 years. He
opined that if the process began imediately, it will likely be
10 years before gas is flow ng. He recognized that sone
expansi ons have happened while in mdst of a project, but he
surmsed that it would be unlikely in Al aska. He noted that
expansi ons have happened during construction when the market
changed radically over a 2 year period. He opined that with the
size and scope of the Alaska pipeline that he suspects the
project will likely get pipe in place. He speculated that a new
di scovery could change a project from 4.5 Bcf/d to 7 Bcf/d and
t hat FERC woul d accommobdat e t hat scenari o.

2:07: 09 PM
REPRESENTATI VE HAWKER i nquired as to the expansi on process.

MR. ROBINSON related that during 2000-2001 California energy
crises, that the KERN project delivered about 1 Bcf/d of natural
gas to southern California. However, he explained, it becane
apparent that California needed nore natural gas. He noted that
FERC went through an expansion on that project in about 6 weeks,
and authorized it. It included hundreds of mles of |ooping,
new conpression, which increased the delivery significantly, he
not ed.

MR WRIGHT clarified that the project M. Robinson nentioned is
a different expansion in the Kern project than the one referred
to in today' s earlier testinony.

REPRESENTATI VE HAWKER related that discussions have been had
t hat expansions are expensive and can increase the cost. He
said he wanted to have on the record that the initial expansion
stage can “work in the opposite direction.”

MR.  ROBI NSON agr eed. He related that expansions are project

specific. He said, “Yes, sonetimes they do result in tariffs
that are greater, other tines they result in reductions.”
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2:09:14 PM

REPRESENTATI VE HAWKER recal l ed that M. Robinson has nentioned,
“first dollar” on several occasions. He related that expansion
is specul ative. He inquired as to whether the commttee should
be prioritizing and nmaking the expansion issue as “great an
issue as we seem to be making it.” He further inquired as to
whet her the conmmttee is making too nuch of an issue of it at
the risk of mssing the “first dollar.”

MR. ROBINSON said, “lI think that is sonething you really have to
ask yourself.” He related that during a proposed storage
facility in Arizona that the state |egislature took sone actions
that precluded that storage from being built. He stated that
during a visit to Arizona, a legislative |eader said that
Arizona really needs storage and that he supported it. M.
Robi nson advised himthat it is too late. He surm sed that the
| egi sl ature took actions that “killed” the project. He asked,
“Who's going to spend the ‘first dollar’” in Arizona, when a
reasonable project had an action taken that “cut the feet out
from under their project.” He said he did not believe that a
proposal has been submtted for storage in the last 7 or 8
years. He said, “You have to create environnment where people
want to spend the “first dollar” wth some reasonable
expectation of it comng to fruition and then recouping the
investrment on that “first dollar” investment.”

REPRESENTATI VE HAWKER stated that M. Robinson just cited a case
in which governnent action distorted the reasonable actions of a
free market, and attracting that “first dollar” becane al nost
i npossi bl e. He expressed concern that the state is attenpting
to do that without a clear path forward by providing $500
mllion in state funding, which could distort the actions of a
free market.

MR. ROBINSON, in response to Representative Hawker said he would
not coment on the state’'s actions. He offered that FERC is
| ooking for an applicant to work with and that FERC never takes
a position.

MR. WRI GHT added that the state has to get pipeline built first
and then consider expansion. He stated that the state should be
concerned about how expansions are handled, but “getting the
‘first dollar’” and “getting the pipeline in the ground” is the
par anmount inportance. He said, generally speaking, “you hook on
conpression, that’'s cheap, but when you start breaking ground,
and |ooping, putting a pipeline in the ground, another one
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beside the woriginal, that’s when things gets get really
expensi ve with expansions.”

2:13:15 PM

REPRESENTATI VE GARA inquired as to whether the “no subsidy rule”
only applies to forced or mandat ory expansi ons.

MR, WRI GHT answered, “For voluntary, you get the presunption of
rolled-in rates. For involuntary, you do not get a presunption
that’s not to say you can’t have rolled-in rates for an
i nvol untary expansion.”

REPRESENTATI VE GARA stated that he understood that distinction
However, he referred to the rule that says, “in an expansion, an
expansion can’'t be subsidized.”

MVR. ROBI NSON answered that irrespective of voluntary or
required. He said, “that non-subsidization goes to expansion.”

REPRESENTATI VE GARA rel ated his understanding that the rule that
says you can't subsidize an expansion applies whether it is a
voluntary or involuntary expansion, and whether it is rolled-in
or increnental rates.

MR. ROBI NSON said he believes that is correct.
2:14: 59 PM

REPRESENTATI VE GARA posed a scenario in which an initia
pi peline owner who also owns the gas subsequently receives a

demand for expansion of the pipeline. He related his
understanding that wunder an increnental rate proposal, the
original cost would be the sane, but new shippers would be
charged for their expansion. He said, “Say, the original
shi ppers said, ‘with rolled-in rates all of our costs are going
to go up and therefore |1'm subsidizing sonebody else’s
expansi on.’ In that circunstance would you then reject the

concept of rolled-in rates or can you not say.”

MR. ROBINSON answered that in viewing historically how the
comm ssion has defined it, | think that the way you ve stated it
is correct. But, again, given the unique |egislation, and that
term in the context of the legislation, may be sonething that
peopl e would debate at the tine it would get in front of the
commi ssi on.
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MR. WRI GHT interjected:

Renenber that when you have a voluntary expansion,
this is sonething that differs from our current
pipeline certificate policy; you get the presunption
of rolled-in rates. That’'s a subtle, naybe not so
subtle difference between our current pi peline
certificate policy for voluntary expansions on an
Al aska pi peline only.

REPRESENTATI VE GARA related that the policy behind AG A was that
the legislature wanted to encourage that as much as possible so
the |l egislature required voluntary expansions.

MR. ROBINSON said, “There is a second term that we Kkeep
droppi ng, the rebuttable presunption.”

REPRESENTATI VE GARA related if two projects, the TransCanada and
Denal i Proj ect, noved forward, and if both neet FERC
qualifications, wll FERC leave it to the nmarketplace to
determ ne which project is financed.

MR. ROBINSON responded that FERC has historically authorized
projects that nmeet the public interest and that the market wll
pick the one that wll bring the lowest cost gas to the
consuner

2:18: 39 PM

REPRESENTATI VE ROSES asked whether it would be considered a
subsidy if the pipeline owner were to cone forward wth scenario
in which they were to change their debt to equity ratio at the
time of expansion since that has the potential for changing the
rates.

MR. WRI GHT answered that it could be considered a subsidy, but
that it would need to be analyzed at the tine of the filing.

REPRESENTATI VE ROSES asked for clarification of how FERC woul d
view the debt to equity ratio in ternms of what is reasonabl e.

MR. WRI GHT answered that FERC would have to evaluate it at the
time given that the expansion could occur 5 to 10 years or even
| onger.

REPRESENTATI VE ROSES asked for a historical perspective, as to
how often FERC has experienced a scenario in which an expansion
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occurred and the pipeline ower wanted to change the debt-to-
equity ratio.

MR WRIGHT answered that has happened numerous tines. He
expl ai ned that sonetinmes the debt equity ratio does not change
due to the conditions of the market such that rates fluctuate
and so returns on equity vary. Additionally, the debt equity
m x can be changed as wel .

REPRESENTATI VE ROSES inquired as to whether FERC woul d exam ne
each expansion individually in the instance that a proposal was
submitted to FERC and all the expansions after initial expansion
were at a 60:40 debt ratio as opposed to if the initial
construction ratio had a 70:30 ratio. He further inquired as to
whet her FERC would allow the fact that the original agreenent
was that the producer would bring forward a 60:40 debt ratio for
every expansi on.

MR, WRI GHT answered that FERC would look at the market at the
time and that FERC would not “tie the hands of future
commi ssions on the debt equity ratio.”

2:21:13 PM
REPRESENTATI VE GARDNER rel ated that under the current proposa

before the l|egislature, the ownership construction operation of
the gas treatnment plant (GIP) is not necessarily part of the

proposal that will be submtted to FERC She inquired as to
whether the gas treatnent plant would be subject to FERC
regul ati on. She explained that part of the legislature’'s

concern is that regardless of the terns for access to the
pipeline, if parties can’'t obtain access to the GIP, that it
could potentially be a bottleneck. She recapped her question to
ask if a proposed gas treatnent plant is owned by another entity
and not part of the proposal what FERC s role would be, if any.

MR. WRIGHT recalled that with the Alliance Pipeline project that
FERC has jurisdiction over the gas treatnent plant (GIP). He
said he was not quite sure and offered to provide information to
the conmittee.

MR. ROBINSON interjected, “W have it both ways.”

2:22:29 PM

REPRESENTATI VE KERTTULA asked to have explained the presunption
and the rebuttal presunption for the public.
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MR. VARl GHT answer ed:

Rolling in your cost is sinply when you have a
pipeline that is in existence; you do an expansion,
the cost of that expansion is rolled-in to the
existing rate base, or the original ‘pot of dollars

along with the volunes that are added, and you create

a new rate. Wen you roll it in if it’'s cheap
expansibility - doing the math there - you could
actually cone out with a cheaper rate; you could cone
out with a nore expensive rate than usual. Sonet i mes

t hough, when you cone out with a rate that’s higher,
that’s what we would consider at FERC to be a subsidy.
Under our current pipeline certificate policy, we do
not allow subsidies ergo you would have to price that
— what we call increnmentally — and that is the shipper
or shippers that benefit fromthe new facilities would
pay the entire cost of that expansion divided by the
new vol unmes that they add to the system The original
shi ppers would still pay the sane rate they had al ways
been payi ng. Now, when you have an expansion, and
it’s voluntary under the open season regulations you
get a rebuttable presunption of rolled-in pricing,
that is it could be subsidization as we consider under
our current pipeline certificate policy, but we could
see given the circunstances when an expansion is
proposed that having that rolled-in rate, even if it
mght result in some sort of subsidy mght be
beneficial and we would allow that to go through.
I nvoluntary...there is no rebuttable presunption of
rolled-in pricing. Therefore, you probably would
revert to our pipeline certificate policy and if we
see it wowuld be a subsidy, we would require an
i ncrenental rate. If it actually reduced the cost,
and reduced the rate for the original shippers, we
would allow it to be rolled-in.

MR ROBINSON said, “For the benefits for the folks back hone.

Thi s

neans that they get the benefit of the doubt for

rolled-in rates.”

REPRESENTATI VE KERTTULA opined that they don't if it
vol untary.

MR. ROBI NSON agr eed.

t he

not
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2:25: 06 PM

REPRESENTATI VE DOOGAN referred to slide 2 |abeled, “Al aska
Pipeline Tineline,” to the Exanple Case and inquired as to
whether this is a reasonable tineline.

MR. ROBI NSON answer ed yes.

REPRESENTATI VE DOOGAN recalled copies of a letter from the
Denali Project that had a tinmeline that pushed the schedule two
years forward into the future. He read, “Denali would expect to
subnmit its conplete application to the comm ssion by August
2011. Denali would desire conm ssion approval no later than
August 2013. He asked for clarification or coment on the
Denal i Project schedule.”

MR. ROBINSON replied that he could not. He expl ained FERC
process: the applicant requests pre-filing and establishes a
tinmeline that it Dbelieves is reasonable; FERC reviews the
application and can nodify the schedule and tineline for what

FERC believes is appropriate and necessary. He said that the
Denali Project application has just been received and wll be
exan ned. He said, “W think this is a reasonable proposal.

Sonmeone el se may ook at it and think, okay, we need three field
seasons. W don’'t know. Maybe they think this field season is
already too |late to get anything done. W just don’t know.”

REPRESENTATI VE DOOGAN related his wunderstanding that this is
their “opening bid” on the schedul e.

MR, ROBINSON answered that the applicant’s schedule is what
Denali perceives as the appropriate schedule. He noted that
FERC has not reviewed it yet to determ ne whether it agrees.

2:27:10 PM

REPRESENTATI VE GATTO referred to the existing pipeline corridor
and posed a scenario in which one applicant would propose a 36—
inch pipe fully conpressed, which he opined would essentially
close the basin to new explorers; and a conpeting applicant
proposed a 48-inch pipe, which he opined would render the basin
w de open to additional exploration. He inquired as to whether
as to whether FERC would grant one certificate in favor of
another or if it would issue certificates to both applicants.

MR. ROBINSON rel ated that FERC could consider that scenari o. He
expl ained that FERC has seen every variant including conbining
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pi pe over certain distances through certain rights-of-ways to
reducing the right-of-way width to accommobdate different sized
pi pe, to separating them for infrastructure redundancy purposes
for security purposes. He noted that FERC has full flexibility
in reviewng projects to determne what is in the public
interest, in ternms of sizing, location, and alignnments wth
ot her rights-of-ways. He reiterated that FERC perforns its
review by engaging everyone that has a role in the project,
identifying the issues, and resolving the issues.

2:29: 14 PM

REPRESENTATI VE GATTO inquired as to whether FERC woul d ever *“act
as a go-between.” He opined that it did not seem “fathomabl e”
that the state would have two lines and he wondered if FERC has
a vested interest nationally to nmake a determ nati on between two
applicants that would build the sane |ine.

MR. ROBI NSON answered that the comm ssion has an office that
acts to facilitate those kinds of decision making processes. He
related that the nmarket decides in instances in which two
projects that basically serve the sanme purpose and are eval uated
as in the public’'s best interest. However, he said that in
instances in which a restriction is “sonething that drives it
down,” and for technical reasons there can only be one pipe, the
FERC could nmke use of its administrative dispute resolution
servi ce.

2:30:45 PM

REPRESENTATI VE KELLY inquired, with respect to the subsidy test
for the existing shippers whether the neasurenent is from the
initial rate or - in the case of a couple of conpression
expansions — if the conmssion considers an increase as the
current spot on the “J-curve” below the initial rate as a
subsi dy that has to be checked.

MR. WRIGHT answered that it is as sinple as, “Here’'s the rate
that’s in the tariff.” He noted that if nore dollars are added
to the rate base and nore volunes are added “in the nunerator,”
that once the math is perfornmed that if it yields a higher rate,
it is a subsidy.

REPRESENTATI VE KELLY related his understanding that it is the

latter; that an existing shipper would have the advantage of the
conpression if that resulted in a | ower rate.
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MR. WRI GHT answered, “If it gave you a |ower rate, yes.”

REPRESENTATI VE KELLY inquired as to whether it is possible that
both applicants wll have “finance ability” [TransCanada and
Denali Project] available and FERC determination will be key.
He posed as scenario in which one applicant has a ratio of 75:25
with $3 tariff; and the other applicant has a ratio of 60:40
with $3.50 tariff. He further inquired as to whether either
party would have an advantage given the final rates to consuner
is also inportant to FERC

MR. WRI GHT answered that a rate differential would be taken into
account by the comm ssioners during the voting process. He
opined that if financing is not an obstacle, it would cone down
to the authorization for construction, which would not be
approved until “you have vol unes under contract.”

2:34:07 PM

SENATOR W ELECHOWSKI recal l ed discussions in which governnent
actions halted a project and the inportance of “first dollar”
bei ng spent. He inquired as to whether M. Robinson could
conmment on if the state would be in a better situation or a
wor se situation by granting TransCanada a |icense.

MR. ROBINSON prefaced his answer by saying, “W’'re not experts
in the state process and won't comment on it. W just want an
applicant.” He opined that the legislature has to review that
and decide what is in the state’s best interest. From FERC s
perspective, noving forward with a pipeline project translates
into “having sonebody to work wth wunder pre-filing.” He
stressed the enphasis should be “getting sonebody up and noving
on an application and then working the problens as the problens
arise.” He opined that nore problens wll arise “than anybody
in this room can contenplate or project on what they mght be.”
He further opined that FERC will resolve problens as they arise
to keep the project noving.

2: 35:48 PM

SENATOR W ELECHOWSKI asked for clarification of why the
producers would want to build a pipeline that would earn a nuch
lower rate of return than what the producers would typically
make on “an upstream”

MR. ROBINSON said, “That’s not ny business. | don’t know why
they would do it. You d have to ask the people that are doing
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it.” In further response to SENATOR W ELECHOABKI, M. Robinson
said, “l nmean, you can speculate, but it’d just be that.” He
surmsed that it could be that the producers want to have a
greater degree of control given the significance of the
investnment, or that it could be due to tax rationale.

2:37: 03 PM
SENATOR W ELECHOWEKI inquired as to whether FERC conm ssioners
are appointed on a staggered term He further inquired as to

whet her the current appointees or future appointees wll make
t he deci si on.

MR. ROBINSON answered that each appointee serves a five-year

term He noted one term expires June 30th of each year. He
pointed out that sonme comm ssioners do not serve their full
terns. He opined that it is not predictable who the
conmi ssioners wll be since the date that FERC wll rmnake

decision is al so not known.

SENATOR W ELECHOWSKI inquired as to whether the presidential
el ection will have an inpact.

MR. ROBINSON reiterated that energy isn't a “party thing,” but
that it is a regional thing. He opined that an amazi ng anount
of consensus on infrastructure issues at the conm ssion. He
offered an exanple in which a trenendous Denbcratic opposition
arose with the Broad Water LNG project in the Long |Island sound,
yet the 3 Denocrats and 2 Republicans serving on FERC
unani nously approved the project.

2:39:41 PM

MR, ROBINSON, in response to Representative Ranras, explained
that FERC offers a process that has been tested over tine and
has been found to been found to be an effective way of nmaking
decisions that are in the public interest and in “getting

pipelines built.” He recapped the proven record and FERC
process that works. He suggested that the state contact other
pi peline conpanies to gain a sense of the effectiveness and
process that FERC uses. He opined that if the project is

worthwhile, if the state is willing to work with FERC and the
public to nmake the project as “pal atable as possible,” that the
comm ssion wll efficiently review the project, and if it is in
the public interest, wll authorize the project. He further
offered that the <conmmssion then beconmes a proponent for
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satisfying the public interest by “getting that project built,
consistent with the requirenents of the comm ssion.”

2:42:16 PM

REPRESENTATI VE SAMJELS recalled that part of the TransCanada
proposal is that the gas must go into their hub as opposed to

“new pipe,” such as from the Al berta border to Chicago. He
inquired as to what caveats that could be placed on firm
transportation (FT) commtnents - if the State of Al aska wanted

to take FT or one of the oil conpanies wanted to take FT — and
how FERC would view that contingent |anguage that the gas mnust
go into the TransCanada hub. He further asked, “In your
experience — across the country — is FT given — “we’ll ship the
gas ‘if’, and in particular, with that exanple, is that they'd
be required to put the gas into sonebody else’'s pipe at a given
rate.”

MR VRl GHT answer ed:

Well, that sounds like a condition that would have to
go into FERC jurisdictional tariff, in theory, i.e.

you want FT service through Alaska it has to go into
t he hub. And | just don't see that as flying. I

mean, that’s my personal opinion. | don't see us
restricting t he transportation as such.
Transportation in Canada - that mght be a whole
di fferent thing. That’ s the key. W woul dn’t bind
ourselves for transportati on on another — one pipeline
for transportation on another pipeline in another
country.

The commttee took an at-ease from 2:43:55 PMto 3:07:56 PM

3:08:41 PM

REPRESENTATI VE FAI RCLOUGH inquired as to whether a $500 million
subsidy as part of an application would be viewed as an
advant age over another application.

MR. ROBI NSON answered that he could not perceive that it would
give an applicant an advantage, in terns of noving forward on an
appl i cation. However, if some aspect of the $500 million that
affected the wultimate project and the project was “fully
vetted,” he said he thought the comm ssion could consider it.
Al t hough, he noted that he did not know what that m ght be.
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REPRESENTATI VE FAI RCLOUGH asked M. Robinson to elaborate for
the public the effect a $500 million subsidy would have on the
tariff.

MR. ROBI NSON characterized the $500 million subsidy’'s effect on
the tariff rate as an issue that is fair to determne and what
it would nean to the consuner. He said that he wouldn't
specul ate at this tine. In further response to Representative
Fai rcl ough, M. Robinson said that in terns of any effect on the
consuner that he would look to a future comm ssion to determ ne
how it would treat any subsidy.

3:10: 22 PM

REPRESENTATI VE HAWKER recal |l ed Representative Samuel’s question
with respect to not being able to contractually obligate
shi ppers to ship on other |ines under certain circunstances. He
asked for clarification on the question and the answer since it
seens relevant, but he said he wasn't sure if he fully
under st ood t he questi on.

3:11: 04 PM

REPRESENTATI VE SAMUELS recapped his question as relating to the
TransCanada’ s requirenent that it would build the pipeline, but
that the gas had to go into its hub

MR. ROBI NSON interjected and sai d:

| don't think the commssion has a history of

providing in their tariff revisions, limtations on
‘where the gas can go.’ Now, as a matter of the
certificate, it will have an end point - the
certificate goes to “X* — and in this particular

instance our certificate would authorize up to the
Canadi an- Al aska border. And that would be basically
that the tariff provisions would be in that context.
The point that we tried to nake in responding earlier
to Representative Sanuel’s question is that what
happens in Canada is sonething that would be specific
to the NEB and the tariff provisions there; how they
m ght treat that and what they may put into a tariff
provision or allow to be put into a tariff provision
is sonething we have no role in. Did that clarify, |
hope.

3:12:14 PM
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REPRESENTATI VE HAWKER said that he thought it was a different
guestion, but noted that M. Robinson’s answer was very clear.
He conti nued:

My actual, ori gi nal question...[relates to] t he
interplay and your perception of your regulatory
counterparts on the Canadian side of the border. You

di scussed the role of the NEB at sone length here -
t he Menoranduns of Understanding and well established
rel ati onships with those- but another issue that has
come up in this discussion of the AG A proposal is the
presunption that the NPA would be regulatory authority
in Yukon, and of course as we sit and listen to all
sides of these discussions; certainly the proposer,
TransCanada, believes it has an exclusive authority
granted under that Act sone tine ago in the treaty
with the U S. Listening to other highly conpetent
qualified pipeline operators up there, particularly
those operating the Alliance Pipeline; they disagree
very strongly with that presunption. I’ m wonderi ng,
does — do you folks at FERC- can you shed any |ight on
that for us or open any doors?

MR. ROBI NSON replied no. He related that FERC does not have a

position as to how the regulatory authority wll function in
Canada. In further response to Representative Hawker, M.
Robi nson answered that he does not want to specul ate on whet her
that process will be a “sticky wcket” that would probably
require litigation to resolve. He maintained that he could not
speculate how the regulatory oversight would “play out” in
Canada.

3:14: 04 PM

CHAIR HUGE NS announced that the conmttee has invited the NEB
but that they have not conme forward. However, he offered to
continue to pursue an invitation for themto partici pate.

3:14:21 PM

REPRESENTATI VE KERTTULA rel ated her understanding that FERC has
a different standard for “public interest.” She inquired as to
whether the state nust take its own actions in instances in
which the state identifies a matter as being in the public
interest, such as the offtake points.
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VR. ROBI NSON answered that the state has a right and
responsibility to nmake it clear to FERC in its process what it
believes to be appropriate with regard to the construction of
its project. He characterized that approach as “very
reasonabl e.” He pointed out that FERC sonetinmes has 1,000
people in opposition to a project and that the FERC eval uates
comments taken as part of its determ nation

3:15: 38 PM

REPRESENTATI VE  KERTTULA asked, “Wuld you condition the
certificate upon getting the pipeline through Canada and back
out to us? Wuld you nmake that kind of a condition, having the
authority to cross Canada?”’

MR. ROBINSON related his wunderstanding that Representative
Kerttula was asking if FERC m ght condition the project; that it
would not allow the pipeline to be constructed unless there was
sati sfaction of sone condition that said, “The proponent for the
project has been able to denonstrate to the comm ssion that
there is also going to be a Canadi an pipeline and an exit to the
U S. Yes, that FERC could do that,” he said.

3:16: 31 PM

REPRESENTATI VE GUTTENBERG rel ated his understanding that FERC is
regul ating the pipeline from Prudhoe Bay to the Al aska-Canadi an
border and from the point the pipe cones out of Canada enroute
to Chicago or other narkets. He inquired as to how FERC “deal s
with that gas” and whether its [authority extends] in totality
of that line or just when the line re-crosses the border enroute
to Chi cago or Boston.

MR. ROBINSON answered that FERC takes responsibility [in the
US. ] for the pipeline and sets tariffs and certificates
expansi ons for new |lines.

REPRESENTATI VE GUTTENBERG asked, “But would you look at the
upstream and | nean “way upstreanf that part south of the
border in addition to that part north of the border.”

MR. ROBI NSON answered that FERC can consider inpacts associ ated
with developing a pipeline in Canada since it in the public's
interest and would be a reasonable outcome of the FERC s
certification of a pipeline in Alaska since sonething “may
disturb it.” He characterized the process as a “two-tier down”
consi derati on. He offered that sonetines FERC is asked to
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consi der what effect a proposal m ght have on the devel opnent of
“congestion in a town” that would be economically stinulated by
the project’s presence. He surm sed that FERC would consider
that i ssue. However, he opined that it would need to be a
significant concern and that it would be “a secondary response”
associated with the primary review [of the project].

3:19: 05 PM

REPRESENTATI VE GUTTENBERG recalled a discussion of the gas
treatnment facility in Prudhoe Bay. He offered that the pipeline

woul d “hopefully be open access.” He related that the gas
treatment facility “may or may not” be part of the project. He
inquired as to whether FERC would regulate the facility for open
access. He surm sed that “for many of us” the ability to “get

into pipeline” happens at a point prior to the pipeline, that it
happens when “you are allowed to get access to the facility” and
the tariff rate at that point.

MR, WRI GHT answered that FERC does not regulate gas treatnment

facilities since they are upstream of the transm ssion. He
noted that FERC authority relates to gas transm ssion. Thus, if
gathering lines take gas from the field to a gas treatnent

facility, that generally would not be under FERC jurisdiction,
whi ch begins at the “tailgate” of the gas treatnent facility at
the point gas is transmtted [through the pipeline.]

MR, ROBINSON pointed out the wunique status of the [Al aska
gasl i ne] pr oj ect and that the Congress has established
incentives to ensure exploration and pipeline expansion. He
stated that it could be presented to FERC that [the gas
treatment plant] mght be used to |limt that devel opment of gas
and FERC mght examne that 1in ternms of defining what
constitutes “transportation” and what constitutes “gathering.”

3:21: 08 PM
SENATOR MCGUIRE related her wunderstanding that FERC has an

outward public record; the part that is subject to potential
challenge and review, but she said she assunmes that FERC is

i nvol ved in many di scussi ons in or der to make its
determ nati ons. She expressed concern that by offering the
subsidy/investnent, the state may be “tying our hands.” She

inquired as to whether AG A's provision that prohibits the state
from entertaining any conpeting projects causes any concern for
FERC.
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MR. ROBI NSON answered that he is not comrenting on AG A, because
“it’s really not what we do.” He stated that FERC process is to
“shine the light on every issue,” and to search out issues to
di scuss, particularly wth those who have opposition to a
project so that FERC has an opportunity to mtigate the issue
and find the best project for the consuner.

SENATOR MCGUIRE inquired as to whether if FERC has precedence
and experience in conditions such as AGA She nmi ntai ned her
concern that the statutory framework obligates the state to
refrain from other conpeting applicants. She asked, “How woul d
you deal with it?”

MR. ROBINSON related that FERC has frequently encountered
situations in which the state's position is in opposition to a
project. He said that he cannot think of an instance in which a

state has indicated that it would not participate. He opi ned
that if a group refuses to participate that it would not stop
FERC process. He further opined that FERC is very good at

surnounting hurdl es. He highlighted that due to the Congress’s
actions that FERC will do everything that it can to develop the
record, resolve issues, and allow FERC Comm ssion to vote on
whet her a particular proposal is in the public interest.

3:27:12 PM

REPRESENTATIVE COGHI LL related his understanding that the
proposal the state is proposing is to enter the Al berta Hub and
whether that is feasible with respect to the likely rate for the
Al aska section, the provincial sections and a part “that spreads
across the hub.” He inquired as to how FERC revi ews what passes
through the Henry Hub, which he surmised mght provide
information to assist the state.

MR. WRI GHT answered that the Alberta Hub and Henry Hub are two
di fferent things. He related that the Alberta Hub is basically
the pipeline in Alberta. He further said:

The Henry Hub is the point at which approximtely 16
different pipelines cross; that's a pricing point for
the New York Mercantile Exchange for natural gas
futures. Peopl e key off that in terns of contract

figure out basis differentials, all kinds of financial
trading instrunents. It’s not really part of gas
contracts, when they say, ‘I'’m going to transport ny
gas from point “X’ to the Henry Hub.’ It’s not that
ki nd of thing. What they use the Henry Hub for is
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‘I’"'mgoing to agree to pay a rate that is equal to the
Henry Hub plus sonething.’ | think the Al berta Hub -
and anyone can correct nme if I’"’'mwong and | may be -
is just an idea of getting the gas from the Al aska-
Canada border into the existing Al berta infrastructure
to be transported by the existing TransCanada
facilities fromthat point on

REPRESENTATI VE COGHI LL offered “that helps and it doesn’'t help.”

He says that transportation costs are assuned. He said, “You
don’t follow the nolecules, you just follow the volune, is the
way | understand it.” He further offered that the |egislature

is trying to determine if it's reasonable. He continued:

And we’ll probably be presented, sonewhere along the
line with the Denali Proposal that is a single line
that goes past that. And hence, the question is, can

you force themto take it in through the NEB and what
does that nean for the tariff rate? That's one of the
guestions we’'ll have to discern. I was |ooking for
sonme conparison and it doesn’'t sound like this is a
conpari son

MR.  WRI GHT agr eed. He encouraged the legislature to discuss
Canada’s pricing with the NEB or the appropriate Canadian
agency.

3:30: 28 PM

REPRESENTATI VE =~ DAHLSTROM  offered her concern t hat t he
representatives from the NEB are not present at the hearings

She related her understanding that the NEB reports to another
Canadi an agency that has jurisdiction over the NEB, but that the
agency wth oversight is currently understaffed and not
available to participate [at the legislative hearings] at this
time. She inquired as to whether FERC could coment.

MR. VRl GHT sai d,

What | know is that the Northern Pipeline Act (NPA)
has controlling [authority] which is conparable to
Al aska Natural Gas Transportation Act, {ANGTA 15
US C 88 719 et. seq] for us, and that admnisters
whoever would transport Al aska gas. As | understand
the Northern Pipeline Act, | want to say it's probably
in the hands of the interior mnistry and they may
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make an assignnent, which logically would be NEB
per sonnel .

REPRESENTATI VE DAHLSTROM expressed interest in expanding the
commttees’ invitation to other entities.

REPRESENTATI VE SAMJELS advi sed that other entities were invited
such as the NEB and the broader governnent policy entity, as
well as the U S. Departnent of Energy. He noted that to date
these entities have declined to partici pate.

3:33:21 PM

REPRESENTATI VE ROSES recal |l ed an earlier question by
Representative Kerttula, with respect to whether a stipulation
could be added to a certification that required delivery of gas
to the Lower 48. He further recalled that the answer was that
FERC coul d sti pul ate. He inquired as to what the likelihood is
t hat FERC woul d do so.

MR. ROBINSON answered that FERC has the ability to place any
condition that it determnes is in the public interest into a
certificate. He said that it is a different question as to
whet her that stipulation [for gas delivery to the Lower 48]
woul d be found to be in the public interest. He continued:

| can see the possibility of the comm ssion deciding,
‘l ook, our business is in what is necessary to get a
pipe built in Alaska and |leave it to the Canadi ans and
the benefits they mght see for a pipeline going
across Canada, to do what it is that they do. W' re
not going to put any preconceived notions on where
it’s got to end up, or what has to happen in Canada.
A comm ssion easily could do that. It doesn’t nean
that we couldn’t. It’s just not necessarily sonething
t hat the comm ssion woul d necessarily do.

REPRESENTATIVE ROSES related his understanding that it is
possi bl e FERC could [stipulate gas delivery to the Lower 48] but
that it is highly unlikely it would do so.

MR, ROBINSON answered that he never tries to predict what a
commi ssion that doesn’t even exist mght do. He continued:

But, the history of it is that it’s probably going to

be a big enough task wth enough controversy
associated with it - to get a pipeline authorized and
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under construction in Alaska - to try to extend the
commi ssion’s regulatory oversight into what happens in
Canada, even if we could do that through our own
tariff mechanisns is probably sonething that woul dn’'t
happen.

REPRESENTATI VE ROSES stated that he is attenpting to sort out
the benefits and detrinments to passing AGA not trying to put
FERC “on the spot.” He related his understanding that the only
control is up until the pipeline arrives at the Canadi an border
and that anything else is pure speculation in terns of tariff,
expansion rates, or transportation costs to the Lower 48. He
further related his wunderstanding that FERC wll nake its
deci sions based on an application and the record it devel ops

regardl ess of state's position.

3:37:17 PM

MR. ROBINSON offered that he hopes he made it clear that FERC
woul d give great weight to state's position. He said that it is
not because the state’s position doesn’'t natter, rather that
ultimately everyone's position matters. He further stated that
the only way it can dismss a position, is if the record is
devel oped that the position isn't supportable.

3:38:12 PM
REPRESENTATI VE ROSES sai d:

| didn’t nean to state that the state's position
doesn't have any nerit whatsoever, or had no weight.
Wat | neant to say is that it doesn’'t have any
particularly nore weight than any other position would
be in ternms of sonebody bringing another position
forward, or a counterproposal that would cone forward.

3:38:37 PM

REPRESENTATI VE DOOGAN opi ned that while FERC acts in the public
interest, that identifying the public interest is “a slippery
notion.” He inquired as to whether FERC would consider a matter
in the public interest if all the principal parties were in
agreenent such as the state, the pipeline conpany, the existing
shi ppers, the explorers, or anyone involved in the question.

MR. ROBINSON related that ultimtely FERC comm ssioners have to
determne by its vote what is in the public interest. He said
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“If you have everybody lined up, ny history at the commi ssion
has been that the commssion ‘really really |ikes that. And
that they have a great tendency to vote the position of the
public interest consistent with that agreenent that involves all
the parties. There is a huge history of that.”

REPRESENTATI VE DOOGAN asked whether it is in the state’s best
interest to |limt the nunber of other positions that would be
presented to FERC

MR. ROBI NSON answered, “We actively pursue quite the opposite of
that and irrespective of what one party may try to do.” He
reiterated that FERC recruits other parties in order to nmake the
process visible and then lets the best argunent w n.

MR  WRIGHT stressed that the pre-filing process entails
identifying all the issues and attenpting to resolve the issues.

REPRESENTATI VE DOOGAN related his understanding that consensus
is the best and strongest position and that anything short of
conpl ete consensus isn't an advant age.

MR. ROBINSON clarified that it must be consensus that is |egal
He said, “You can’'t all agree that we’'re going to break the |aw
and do this.” He related that sonme filings of settlenent
agreenents before FERC from one party. He opined that even if
.9 of the parties can agree, if the .1 opposing party has the
merit from the record, that FERC has the ability to decide in
favor of the .1 position. He offered that FERC hopes to
facilitate consensus in its process and he strongly encouraged
that effort to reach consensus.

3:43: 41 PM

CHAIR HUGA NS asked for clarification regarding the Alliance
Proj ect.

MR. VARl GHT answer ed:

The Alliance Project was a group of gas producers in
British Colunmbia and Alberta that, for lack of any
ot her explanation said, ‘W ve got to get this gas to
mar ket . Let’s build a high-speed - being a high-
pressure- pipeline from that area to Chicago.

Basically, there’'s no delivery points off of it; all
the liquids stay in it; it goes in the pipeline, goes
t hrough Canada, Al berta, maybe even Saskatchewan, |’ m
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not sure, it goes into the U S. ends in Chicago, and

has a gas treatnment facility — | kind of nentioned
before — that is at the end of the line in Chicago.
| t was a shining exanple of Canadi an/ Arrer i can
cooperation, in terns of getting the Iine being
tinely; it matched up at the border — that was a good
thing- it was sanme tinme period. It wasn’t |ike we

wer e advancing far ahead of our conpatriots in Canada.
Again, it's probably 1 Bcf/d or nore pipeline,
traveling sonewhere over 2,000 pounds per square inch.
So, it’s been a good thing.

3:45:15 PM

CHAIR HUGA NS inquired as to whether FERC generally sustains M.
Robi nson' s reconmendati ons.

MR. ROBI NSON sai d:

| think the commssion, through the years, has
denonstrated that they have a | ot of confidence in the
expertise and the rigorous approach that staff brings
to the authorization of pipelines. They review our
work very carefully. They nmke nodifications where
they think it is appropriate. We, being staff, have
t he advantage of knowi ng the history of the conm ssion
and what it is that they think are inportant to them
and we nake sure we cover that. If we're doing our
job well, then the commi ssion has an opportunity to
affirm our recommendations, but they also have every
opportunity to say, ‘Boy, did you all get it wong,’
and go a conpletely different direction.

3:46: 27 PM

CHAIR HUGGE NS asked FERC s staff presenters if they would I|ike
make sunmation comments.

3:46: 34 PM

MR.  ROBINSON expressed appreciation for the opportunity to
clarify FERC. He related that as FERC staff, that he and M
Wight do not have all the answers. He said, “It’s because
nobody has all the answers for this.” However, many issues wll
be worked out over tinme. He continued:
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It’s time to get started. It’s time to start noving
down the road to figuring out the issues and figuring
out the answers using our process to devel op the best
proj ect we possibly can. That’s the conmtnent we’ |l
make at FERC to the citizens of Alaska, to the State
of Alaska, to the producers, to the shippers, that
everybody will have an equal opportunity to influence
that decision and conme up with what best serves all
parties. We’'ve done it a long time and we’'ll do it
here. Just get us an application, get us the parties
and we’'ll make it happen from there with everybody,
i ncl udi ng everybody in the State of Al aska.

MR. ROBINSON thanked the commttees for the opportunity to
explain FERC s process. He offered to answer further questions.

3:48: 05 PM

MR WRIGHT thanked the legislature for the opportunity to
testify. In conclusion, he said, “The world is not waiting for
Al aska, so Alaska let's go.”

The committee took an at-ease from3:50 p.m to 3:55 p.m
3:55:44 PM

MARK JOHNSQN, Conmi ssioner, Regulatory Comm ssion of Al aska
(RCA), Departnent of Commerce, Community, & Econom c Devel opnent
(DCCED), relayed that in contrast to the RCA the FERC takes
direction from federal legislation that sets forth a specific
framework for handling applications for an interstate pipeline;
the RCA instead takes direction from Al aska statutes, has been
devel oping regulatory history since statehood, and follows case
| aw t hat appli es.

MR JOHNSON noted that the presenters from the FERC who
testified wearlier today were FERC staff and, as such,
acknowl edged that the FERC itself mght not follow their
recommendati ons when nmaking a particular determnation in any
gi ven case. In contrast, he and the other conm ssioners that
present information to the legislature are actually the ones
responsi ble for making the decisions. Thus, any statenents the
RCA conmi ssioners nake in legislative conmittee hearings are
sonmetinmes specifically referred to in filings. As a quasi -
judicial entity, the RCA is necessarily constrained in its
responses to questions; for exanple, the RCA would have declined
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to answer the vast nmjority of the questions that were posed
earlier to the FERC staff.

MR. JOHNSON said that the RCA is a “creature of statute” and
performs those duties that the |egislature authorizes under
strict statutory guidelines. He then related that Janis WIson
has had 30 years' experience in regulating oil and natural gas
pipelines in Alaska, and is the |ead RCA commissioner wth
regard to pipeline nmatters. He nentioned that at one tine in
Al aska there were two distinct commssions - the Alaska Public
Uilities Commssion (APUC), which regulated wutility matters
[and | ater becane the RCA], and the Al aska Pipeline Comi ssion

of which Ms. WIlson was a nenber; the Alaska Pipeline
Comm ssion's duties were nerged into the APUC and subsequently
i nherited by the RCA

4:02:16 PM

JANIS WLSON, Conmmi ssioner, Regulatory Comm ssion of Al aska
(RCA), Departnent of Commerce, Community, & Econom c Devel opnent
(DCCED), noting that the Al aska Pipeline Conmm ssion nerged into
the APUC in 1981, observed that it has been a very long tine
since first the APUC, and now the RCA have regul ated pipelines.
Referring to a PowerPoint presentation, specifically to a slide
outlining what the RCA regulates, she noted that the RCA
regul ates both utilities and pipelines, and in this respect is
different from the <conmssions in nmny other states that
regulate only utilities. Furthernore, the RCA can regulate a
natural gas pipeline under two different statutes, as either a
pipeline or as a utility - under AS 42.05 for wutilities, or
under AS 42.06 for pipelines - and the RCA determ nes which
statute to regulate a particular pipeline under - whichever
statute fits best with the public interest.

M5. WLSON said that the RCA has primarily regulated [natural]
gas pipelines under AS 42.05; for exanple, all the ENSTAR
Natural Gas Conpany's pipelines have been regulated under AS
42.05 as part of the "ENSTAR gas distribution wutility."
Recently, however, pipelines in Cook Inlet that transport gas
have voluntarily submtted to the RCA's regulatory jurisdiction
under AS 42.06. She noted that the FERC, in contrast, regul ates
oil pipelines under the Interstate Commerce Act and regul ates
gas pipelines under the Natural Gas Act. The RCA' s relationship
to the FERC and where the RCA's jurisdiction “touches and begins
and ends” is determned by the federal Act. The |egislature has
given the RCA the authority to regulate oil and gas pipelines up
to the point at which the RCA's jurisdiction touches federal
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jurisdiction, so one mnmust |ook to the federal Act to determ ne
where the RCA's jurisdiction is, which is very different for oil
pi pelines than for gas pipelines, she offered.

M5. WLSON explained that wth regard to the Trans-Al aska
Pi pel ine System (TAPS), for exanple, the RCA sets the intrastate
rate from Prudhoe Bay to [CGolden Valley Electric Association's
(GVEA' s)] connection near Fairbanks and North Pole, and the
intrastate rate to the Tesoro refinery in Nikiski, whereas the
FERC sets the rates that apply to all the shipnents
[transported] to the Lower 48 or elsewhere. So although it
m ght seem that something simlar would apply to gas deliveries
as well, that's not the case because the Natural Gas Act
provides exclusive jurisdiction to the FERC to regulate
interstate gas pipelines. Therefore, the RCA really doesn't
have a role wth regard to the main line, but does have an
inportant role regulating any gas that comes off the main line
and is subsequently delivered and consuned within Al aska - that
is the extent of the RCA's jurisdiction with regard to gas. So
the RCA would regulate the rates on a spur line or a Y-line, but
not the intrastate rates from Prudhoe Bay to the offtake points
within the state - that wuld fall under the FERC s
jurisdiction.

4:07: 01 PM
M5. WLSON said that this wasn't truly clear before the

enactment of the Al aska Natural Gas Pipeline Act (ANGPA) wherein
the RCA's jurisdiction was granted by Section 108(a) such that

if the RCA regulates "those rates and services," they wll not
be subject to FERC jurisdiction, but wll instead fal

exclusively under the RCA s jurisdiction. She indicated that
Appendix P1 - Major U'S. Regulatory Approvals - of the

TransCanada application contains no nmention of regulatory
approval by the RCA This is correct, she added, because the
mai n |ine doesn't need any authority fromthe RCA to proceed.

REPRESENTATI VE KELLY questi oned whether the RCA would regulate a
Y-line going to Valdez that produces LNG for transport outside
of Al aska.

4:09: 32 PM
M5. WLSON characterized that as an unsettled question. If the
liquefied natural gas (LNG were to go to Asia, for exanple,

then it is less likely that the FERC would assert jurisdiction
over that Y-line. The state currently exports LNG to Asia and
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the pipelines that feed that LNG plant are not regulated by the
FERC even though the plant itself needs federal approval from
the Departnent of Energy to export. However, she added, "This
being a much higher profile and |arger project, we are not
certain that the FERC would not find sonme way to assert
jurisdiction over [it], and certainly that mght be true nore
especially if those exports from Valdez actually went to the
United States or to the United States via Mexico."

REPRESENTATIVE DOOGAN - noting that there has been sone
di scussi on regarding having offtake points on the main pipeline
for propane that could be delivered to rural Alaska - asked

whether the RCA currently has the authority to regulate the
delivery of that product after it l|leaves the main pipeline or
whet her the RCA would need to be given additional authority by
the | egislature.

M5. WLSON, noting that she couldn't speak for the RCA as a
whol e, sai d:

This is sonmething that would probably be briefed by
parties in front of us in an adjudicatory docket, and
we would make a decision as to where our jurisdiction
lay on that; we would certainly feel nore confortable
if you would give us the explicit authority - ...
assign us that task specifically if you wanted us t
do that.

MR. JOHNSON agreed that the preferable approach would be for the
| egislature to explicitly extend that authority to the RCA

[Not on the legislature's official recording, but obtained from
anot her audi o source was the follow ng:

REPRESENTATI VE DOOGAN surm sed, then, that wth regard to
alternative delivery systens, there mght still be sone question
with respect to the RCA's authority.

MR. JOHNSON concurred. ]

4:13:30 PM

M5. WLSON [in response to a question not captured on the audio
recording] said, "Again, ... that's a very unsettled issue that
we have discussed from tinme to tinme anongst ourselves at the
conm ssion. " The RCA's authority is really for pipelines, but
it also has authority over adjacent facilities; 1in this
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i nstance, however, the facility would not be adjacent to the
RCA's authority unless the legislature were to explicitly give
the RCA authority over "gathering Ilines" or over the gas
treatment plant itself.

SENATOR THERRI AULT asked whether the RCA regul ates the existing
Kenai LNG plant or has the authority to do so.

MR. JOHNSON answered that the RCA does not currently regulate
that plant, nor has the question of whether the RCA ought to
regul ate that plant been raised wth the RCA He declined to
answer whether the RCA currently has the authority to regulate
such a pl ant.

M5. WLSON added that although she's never really considered the
issue, it seens that [that plant] is not really a part of a
total system of pipe that the RCA would regulate as a pipeline.

REPRESENTATI VE GRUENBERG said that it sounds |like there are a
ot of unsettled questions regarding the RCA's jurisdiction and
asked what they are with respect to "these various projects.”

MR JOHNSON indicated that a consultant for the "gasline
authority” has conducted an analysis of deficiencies in the
RCA's regulatory and statutory framework, but the RCA itself has
not due to its workload and a shortage of resources.

M5. WLSON, in response to a question, indicated that the RCA
has a six-nonth deadline in which to process a certificate of
public convenience and necessity, but for rate cases, when
regulating a pipeline under AS 42.06, the RCA doesn't have a
speci fic deadli ne.

MR. JOHNSON added that the Al aska Superior Court has interpreted
the statutory deadlines such that should the RCA fail to act
within the deadline, the RCA is deprived of jurisdiction and the
application is deened to have been granted. He characterized
that as an unproductive way to do business, and opined that that
default position doesn't serve the public interest.

M5. WLSON offered her belief that the statutory deadline
applies only to an application under AS 42.05; under AS 42.06
there is no automatic granting of the application [because] the
six-nmonth deadline is in regulation as opposed to statute.

4:19:53 PM
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REPRESENTATI VE FAI RCLOUGH, offering her view that the Al aska
natural gas pipeline wouldn't be a utility even with five
of ft ake routes, asked whether AS 42.05 or AS 42.06 woul d apply.

MR. JOHNSON posited that since that mght becone a contested
i ssue, the nost prudent course would be to decline to answer
that question at this point; the RCA would only want to respond
to such a question on the basis of a fully devel oped record.

REPRESENTATI VE FAI RCLOUGH argued, however, that it m ght behoove
the state to clarify that point first in order to avoid “gam ng”
of the system Shoul d the RCA choose to regulate the pipeline
under AS 42.05, she said, she is wondering whether the RCA has
sufficient staff to respond within the six-nonth deadline.

MR. JOHNSON acknow edged that the RCA isn't adequately staffed
to answer questions in a tinely fashion; the RCA' s resources are
a function of the regulatory cost charge (RCC), which is
assessed annually and has a statutory cap. He said, "W do not,
in nmy opinion, have adequate resources under the current RCC cap
to conduct the business we currently are charged with doing,"
and so regardless that the RCA is well suited to be nmaking
determ nations regarding a natural gas pipeline, the kinds of
resources necessary for the RCA do so would be extraordinary.
He opined that the RCA is not funded from the state’'s genera
fund and currently faces severe resource limtations. He
offered that it would be an interesting personal and
prof essional challenge to be involved in this type of inquiry
and decision making process, which he opined he would be
delighted to be involved in at a professional |evel. However,
the RCA would need a lot of resources and as nuch direction,
specificity, and clarity from the legislature as possible to
undertake this project.

4:24:02 PM

REPRESENTATI VE FAI RCLOUGH remarked that the |legislature and
adm ni stration should consider the issue of adequate funding for
sufficient agency personnel necessary to nove the project
f orwar d. She then asked for clarity regarding the possible
[tariff] rates required under AGA - a flat rate as opposed to
di stance-sensitive rates.

M5. WLSON replied:

| can only speak to that in terns of our precedent
and we, unfortunately, have very |little precedent
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under [AS] 42.06 for gas pipelines, but we have a
great deal of precedent in [AS] 42.06 for oi

pi pelines, and we have set distance-related rates.
However, we don't have that many points on the TAPS

., Wwhich is the line we've set distance-related
rates on; we have a $.01 difference, | think, between
the "Petro Star connection” that goes to the [Petro
Star, Inc.] refinery and the Valdez termnal, and we

have quite a difference, about half for that, that
goes to the Golden Valley [Electric Association]
connection at North Pol e.

REPRESENTATI VE FAI RCLOUGH asked whether there would be a
difference [in tariff] for a common carrier as opposed to a
contract carrier, and, if so, whether that would inpact the
RCA' s deci si on-maki ng process regarding setting tariff rates.

M5. WLSON declined to answer. She noted, though, that the
tariff to the offtake point on the main line is set by the FERC,
not the RCA, but that once the product |eaves the |ine and goes
el sewhere by pipeline, then the RCA sets the tariff on "that

further pipeline." So whether a differential rate would apply
bet ween Barrow and Fairbanks will be determ ned by the FERC
4:28:21 PM

REPRESENTATI VE DAHLSTROM nentioned possible future legislation
that woul d address the previously nentioned six-nonth deadline,
and acknow edged the challenges faced by the RCA with regard to
staffing, workload, and resources.

REPRESENTATI VE FAI RCLOUGH asked how the RCA will ensure that any
savings realized by applying distance-sensitive [tariff] rates
get passed on to the consuners.

MR. JOHNSON said that in establishing [tariff] rates, the RCA
attenpts to ensure, as best it can, that those who invest in a
facility receive an adequate rate of return, and that the rates
are just and reasonable. And although the RCA will not have any
say in where the gas ultimtely gets sold, the RCAwll still be
sensitive to the resulting tariff rates because of their
inplications for consuners. In the end, the RCA nust ensure
that an operation remains “a going concern,” and there will be a
variety of things to consider; for exanple, for an oil pipeline,
there are royalty inplications to consider when setting the
tariff. The conplexity of +the issue precludes him from
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providing a nore definitive answer at this point in tine, he
added.

4:33:13 PM

REPRESENTATI VE FAI RCLOUGH asked whether the legislature can do
anything to ensure |lower prices for gas used in-state.

MR.  JOHNSON indicated that perhaps having nore |egislative
gui dance could be of assistance to the RCA. In closing, he said
he believes that as an institution, the RCA is well-suited to
nmake the required decisions, though the legislature may wish to
provide the RCA with nore resources as well as nore statutory
authority and gui dance.

[ HB 3001 and SB 3001 were held over.]
ADJ QURNVENT
There being no further business, the joint neeting of the House

Rules Standing Committee Subcommittee on AG A and the Senate
Special Commttee on Energy was adjourned at 4:40 p. m
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