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COW TTEE CALENDAR

SENATE BI LL NO. 3001
"An Act approving issuance of a license by the conm ssioner of
revenue and the comm ssioner of natural resources to TransCanada
Al aska Conpany, LLC and Foothills Pipe Lines Ltd., jointly as
I icensee, under the Al aska Gasline Inducenent Act; and providing
for an effective date."

HEARD AND HELD

HOUSE BI LL NO. 3001(efd fld)
"An Act approving issuance of a license by the conm ssioner of
revenue and the comm ssioner of natural resources to TransCanada
Al aska Conpany, LLC and Foothills Pipe Lines Ltd., jointly as
| i censee, under the Al aska Gasline | nducenent Act."

MOVED HB 3001(efd fld) OQUT OF COW TTEE

PREVI QUS COW TTEE ACTI ON
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Bl LL: SB3001
SHORT TI TLE: APPROVI NG AG A LI CENSE

SPONSOR(s): RULES BY REQUEST OF THE GOVERNCR
06/03/08 (S) READ THE FIRST TIME - REFERRALS
06/03/08 (S) ENR

06/03/08 (S) REPORT ON FI NDI NGS AND DETERM NATI ON
06/04/08 (S) ENR AT 10: 00 AM TERRY M LLER GYM
06/04/08 (S) Heard & Held

06/04/08 (S) M NUTE(ENR)

06/05/08 (S) ENR AT 9:00 AM TERRY M LLER GYM
06/05/08 (S) Heard & Held

06/05/08 (S) M NUTE(ENR)

06/06/08 (S) ENR AT 10: 00 AM TERRY M LLER GYM
06/06/08 (S) Heard & Held

06/06/08 (S) M NUTE(ENR)

06/07/08 (S) ENR AT 10: 00 AM TERRY M LLER GYM
06/07/08 (S) Heard & Held

06/07/08 (S) M NUTE(ENR)

06/08/08 (S) ENR AT 1:00 PM TERRY M LLER GYM
06/08/08 (S) Heard & Held

06/ 08/ 08 (S) M NUTE(ENR)

06/09/08 (S) ENR AT 10: 00 AM TERRY M LLER GYM
06/09/08 (S) Heard & Held

06/09/08 (S) M NUTE(ENR)

06/10/08 (S) ENR AT 10: 00 AM TERRY M LLER GYM
06/10/08 (S) Heard & Held

06/10/08 (S) M NUTE(ENR)

06/12/08 (S) ENR AT 10: 00 AM FBX Carlson Cent er
06/12/08 (S) Heard & Held

06/12/08 (S) M NUTE(ENR)

06/13/08 (S) ENR AT 10: 00 AM FBX Carl son Center
06/13/08 (S) Heard & Held

06/13/08 (S) M NUTE(ENR)

06/14/08 (S) ENR AT 10: 00 AM FBX Carlson Center
06/14/08 (S) Heard & Held

06/14/08 (S) M NUTE(ENR)

06/16/08 (S) ENR AT 9:00 AM ANCHORAGE
06/16/08 (S) Heard & Held

06/16/08 (S) M NUTE(ENR)

06/17/08 (S) ENR AT 9:00 AM ANCHORAGE
06/17/08 (S) Heard & Held

06/17/08 (S) M NUTE(ENR)

06/18/08 (S) ENR AT 9:00 AM ANCHORAGE
06/18/08 (S) Heard & Held

06/18/08 (S) M NUTE(ENR)

06/19/08 (S) ENR AT 9:00 AM ANCHORAGE
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06/ 19/ 08
06/ 19/ 08
06/ 20/ 08
06/ 20/ 08
06/ 24/ 08
06/ 24/ 08
06/ 24/ 08
06/ 26/ 08
06/ 26/ 08
06/ 26/ 08
07/ 01/ 08
07/ 01/ 08
07/ 01/ 08
07/ 01/ 08
07/ 08/ 08
07/ 08/ 08
07/ 08/ 08
07/ 09/ 08
07/ 09/ 08
07/ 09/ 08
07/ 10/ 08
07/ 10/ 08
07/ 10/ 08
07/ 11/ 08
07/ 11/ 08
07/ 11/ 08
07/ 12/ 08
07/ 12/ 08
07/ 12/ 08
07/ 13/ 08
07/ 13/ 08
07/ 13/ 08
07/ 14/ 08
07/ 14/ 08
07/ 14/ 08
07/ 22/ 08
07/ 22/ 08
07/ 22/ 08
07/ 23/ 08
07/ 23/ 08
07/ 23/ 08
07/ 24/ 08
07/ 24/ 08
07/ 25/ 08
07/ 25/ 08
07/ 25/ 08
07/ 28/ 08
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(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)

Heard & Hel d

M NUTE( ENR)

ENR AT 9: 00 AM ANCHORAGE

9am - 5pm - Testinmony <lnvitation Only>
ENR AT 1: 00 PM MAT-SU

Heard & Hel d

M NUTE( ENR)

ENR AT 1: 00 PM KENAI

Heard & Hel d

M NUTE( ENR)

Bl LL CARRI ES OVER FROM 3RD SPECI AL SESSI ON
ENR AT 9: 00 AM BARROW

Heard & Hel d

M NUTE( ENR)

ENR AT 1: 00 PM KETCHI KAN

Heard & Hel d

M NUTE( ENR)

ENR AT 1:30 PM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 8: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 9: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 9: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 12: 30 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 9: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 1: 00 PM SENATE FI NANCE 532
Heard & Hel d

M NUTE( ENR)

ENR AT 1: 00 PM SENATE FI NANCE 532
Heard & Hel d

M NUTE( ENR)

ENR AT 2: 00 PM SENATE FI NANCE 532
-- MEETI NG CANCELED - -

ENR AT 1: 30 PM SENATE FI NANCE 532
Heard & Hel d

M NUTE( ENR)

ENR AT 2: 00 PM SENATE FI NANCE 532
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07/ 28/ 08
07/ 28/ 08
07/ 29/ 08
07/ 29/ 08
07/ 29/ 08
07/ 30/ 08

(S)
(S)
(S)
(S)
(S)
(S)

Bl LL: HB3001
SHORT TI TLE: APPROVI NG AG A LI CENSE

SPONSOR( s) :

06/ 03/ 08
06/ 03/ 08
06/ 03/ 08
06/ 04/ 08
06/ 04/ 08
06/ 04/ 08
06/ 04/ 08
06/ 04/ 08
06/ 05/ 08
06/ 05/ 08
06/ 05/ 08
06/ 06/ 08
06/ 06/ 08
06/ 06/ 08
06/ 07/ 08
06/ 07/ 08
06/ 07/ 08
06/ 08/ 08
06/ 08/ 08
06/ 08/ 08
06/ 09/ 08
06/ 09/ 08
06/ 09/ 08
06/ 10/ 08
06/ 10/ 08
06/ 10/ 08
06/ 12/ 08
06/ 12/ 08
06/ 12/ 08
06/ 13/ 08
06/ 13/ 08
06/ 13/ 08
06/ 14/ 08
06/ 14/ 08
06/ 14/ 08
06/ 16/ 08
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Heard & Hel d

M NUTE( ENR)

ENR AT 1: 00 PM SENATE FI NANCE 532
Heard & Hel d

M NUTE( ENR)

ENR AT 2: 00 PM SENATE FI NANCE 532

RULES BY REQUEST OF THE GOVERNOR

READ THE FI RST TI ME -
RLS

VRI TTEN FI NDI NGS & DETERM NATI ON
RLS AT 9: 00 AM CAPI TOL 120

Subconmi ttee Assigned

RLS AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 1: 00 PM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM FBX CARLSON CENTER
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM FBX CARLSON CENTER
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM FBX CARLSON CENTER
Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM ANCHORAGE

REFERRALS
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06/ 16/ 08
06/ 16/ 08
06/ 17/ 08
06/ 17/ 08
06/ 17/ 08
06/ 18/ 08
06/ 18/ 08
06/ 18/ 08
06/ 19/ 08
06/ 19/ 08
06/ 19/ 08
06/ 20/ 08
06/ 20/ 08
06/ 20/ 08
06/ 24/ 08
06/ 24/ 08
06/ 24/ 08
06/ 26/ 08
06/ 26/ 08
06/ 26/ 08
07/ 01/ 08
07/ 01/ 08
07/ 01/ 08
07/ 02/ 08
07/ 08/ 08
07/ 08/ 08
07/ 08/ 08
07/ 09/ 08
07/ 09/ 08
07/ 09/ 08
07/ 10/ 08
07/ 10/ 08
07/ 10/ 08
07/ 11/ 08
07/ 11/ 08
07/ 11/ 08
07/ 12/ 08
07/ 12/ 08
07/ 12/ 08
07/ 13/ 08
07/ 13/ 08
07/ 13/ 08
07/ 14/ 08
07/ 14/ 08
07/ 14/ 08
07/ 15/ 08
07/ 15/ 08
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Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( RLS)

RLS AT 1: 00 PM NAT-SU

Heard & Hel d

M NUTE( RLS)

RLS AT 1: 00 PM KENA

Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM BARROW

Heard & Hel d

M NUTE( RLS)

Bl LL CARRI ES OVER TO FOURTH SPECI AL SESSI ON
RLS AT 1: 00 PM KETCH KAN

Heard & Hel d

M NUTE( RLS)

RLS AT 1: 30 PM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 8: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 12: 30 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM CAPI TOL 120

-- MEETI NG CANCELED - -
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07/21/08 (H RLS RPT 3DP 4DNP

07/21/08 (H DP: KERTTULA, GUTTENBERG COGHI LL
07/21/08 (H) DNP: JOHNSON, FAI RCLOUGH, SAMUELS, HARRI S
07/21/08 (H RLS AT 2:00 PM CAPI TOL 120
07/21/08 (H Myved Qut of Commttee

07/21/08 (H) M NUTE(RLS)

07/22/08 (H BEFORE THE HOUSE I N TH RD READI NG
07/22/08 (S) ENR AT 1:00 PM SENATE FI NANCE 532
07/ 22/08 (S) <Pending Referral >

07/23/08 (H TRANSM TTED TO (S)

07/23/08 (H VERSION: HB 3001(EFD FLD)

07/23/08 (S) ENR AT 1:00 PM SENATE FI NANCE 532
07/23/08 (S) <Pending Referral >

07/ 24/08 (S) READ THE FIRST Tl ME - REFERRALS
07/24/08 (S) ENR

07/24/08 (S) ENR AT 2:00 PM SENATE FI NANCE 532
07/24/08 (S) -- MEETING CANCELED - -

07/25/08 (S) ENR AT 1:30 PM SENATE FI NANCE 532
07/25/08 (S) Heard & Held

07/25/08 (S) M NUTE(ENR)

07/28/08 (S) ENR AT 2: 00 PM SENATE FI NANCE 532
07/28/08 (S) -- Testinony <lnvitation Only> --
07/29/08 (S) ENR AT 1:00 PM SENATE FI NANCE 532
07/29/08 (S) Heard & Held

07/29/08 (S) M NUTE(ENR)

07/30/08 (S) ENR AT 2: 00 PM SENATE FI NANCE 532

W TNESS REG STER

STEVE PORTER, Legislative Consultant

Legi sl ati ve Budget and Audit

Juneau, AK

POSI TI ON STATEMENT: Discussed w thdrawn partner liability in
Ad A

BONNI E HARRI'S, Seni or Assistant Attorney Ceneral

Departnent of Law

Juneau, AK

PCSI TI ON STATEMENT: Provi ded | egal opinions on w thdrawn partner
liability and treble damages in AG A as they relate to HB 3001.

DONALD BULLOCK, Attorney

Legi sl ative Legal and Research Services Division

Legi slative Affairs Agency

Juneau, AK

PCOSI TI ON STATEMENT: Answered questions about the interpretation
of AGA (HB 177) as it relates to HB 3001.
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MARTY RUTHERFORD, Deputy Comm ssi oner

Department of Natural Resources (DNR )

Anchor age, AK

POSI TI ON STATEMENT: Answered questions about the treble danages
clause in AdQ A

PAT GALVI N, Comm ssi oner

Depart nent of Revenue

Anchor age, AK

POSI TI ON STATEMENT: Answered questions about the inducenents in
AG A as they relate to HB 3001.

TONY PALMER, Vice President

TransCanada Al aska Devel opnent

Cal gary, Al berta, Canada,

PCSI TI ON STATEMENT: Answered questions about project tinmelines
under HB 3001.

ACTI ON NARRATI VE

CHAIR CHARLIE HUGA NS called the Senate Special Conmttee on
Energy neeting to order at 3:28:44 PM Present at the call to
order were Senators Wagoner, Welechowski, MQ@iire, Hoffman,
Stevens, Stedman, Huggins, Geen, Elton, Thomas, dson and

Dyson.

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

3. 28: 44 PM

CHAI R HUGA NS apol ogi zed for the delay and advised the commttee
that the neeting would continue with discussion of the issues
bei ng consi dered yesterday, followed by disposition of the bill.

He recalled that Senator Wagoner introduced a letter from
Legi slative Budget and Audit (LB&A) yesterday and asked what
other letters, if any, had been received. Copies of the letters
fromw thdrawn partners were provided to the nmenbers. He advised
that the LB&A letters do not specifically indemify the state
and asked M. Porter to address those letters.

STEVE PORTER, Legislative Consultant, Legislative Budget and
Audit said he would wal k through the letters in the order they
appear in the nmenbers’ packets. The first letter was received
from Pacific Gas & Electric (P&GE). He noted that the second
full paragraph said PG&E does not believe they have any rights
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to waive with respect to TransCanada Corporation’s application;
but they do not waive any future rights.

The second one was from SEMPRA Energy dated April 1, 2008. In it
they answered two questions: First, they said “to the extent
that PITCO has certain continuing rights wunder the AANGIC
agreenents, PITCO is not wlling to waive any rights as a
wi thdrawn partner.” Second, they said they were not aware that
TransCanada was violating any obligations wunder the AANGIC
CGeneral Partnership Agreenment. In other words, TransCanada
didn't violate anything in that agreenment but if, at sonme future
date, SEMPRA believes the withdrawn partners have rights, they
have not wai ved t hem

The Third letter was from David Sokol with Md-Anerican, who
said they do not have an ownership interest as a wthdrawn
partner; so the state would have to track down whoever owns
their interest.

Fourth, WIllians was actually polite enough to send LB&A a
letter on April 11, 2008 saying they were working on it. On June
2, 2008 they sent another letter, which said they were not
willing to waive their rights under the AANGIC partnership
agreenent wi thout being adequately conpensated; but they didn't
have enough information to know if they had any rights to
negoti at e.

Three parties were still outstanding.
CHAI R HUGE NS asked if anyone held us harmnl ess.

MR. PORTER answered no, but said that is understandable. No
awyer would let its client waive potential rights.

CHAI R HUGGE NS asked for questions.

3:34: 38 PM
SENATOR WAGONER wanted to hear from Bonnie Harris on these
|l etters.

BONNI E HARRI 'S, Senior Assistant Attorney GCeneral, Departnent of
Law, Juneau, AK, said she hadn't had the opportunity to read the
letters but agreed with M. Porter that an Attorney would be
unlikely to advise his clients to waive a liability even if they
weren't sure they had one. Personally, she was reluctant to try
to interpret the intent of the letter outside what was st at ed.
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CHAIR HUGGE NS conmented that these just increase his anxiety
over the issue of withdrawn partners and that they should try to
cl ose any | oophol es.

3:36: 37 PM
CHAIR HUGEA NS asked Ms. Harris if she would read these letters
and comment | ater. She said she would do so.

3:37: 00 PM
Chair Huggins called a brief at ease.

Chair Huggins called the neeting back to order at 3:37:59 PM

He rem nded nmenbers that they were talking about the fiscal
packages when they adjourned yesterday. He asked M. Bullock to
come forward to address production taxes and trebl e damages.

3:38: 44 PM

SENATOR WAGONER asked if M. Bull ock would address the
ram fications of an anmendnment on indemification at this late
dat e.

SENATOR MCGQUI RE said she intended to offer an anendnent on
indemmification as a requirenment for issuance of the |icense
rat her than as an amendnent to AQ A

3:39: 50 PM

DONALD  BULLOCK, At t or ney, Legi slative Legal and Research
Services Division, Legislative Affairs Agency, Juneau, AK said
he was involved in drafting and reviewing AG A He asked what
the commttee specifically wanted hi mto address.

CHAIR HUGE NS explained that they want to know, given a fiscal
reginme, what would trigger treble damages in scenarios that
af fect TransCanada and ot her parties.

3:40: 39 PM
MR, BULLOCK said it was best to start with the treble damages
statute AS 43.90.440 and quoted fromthat statute:

Except as otherwise provided in this chapter, the
state grants a |icensee assurances that the |icensee
has exclusive enjoynment of the inducenents provided
under this chapter before the conmmencenent of
comercial operations. If, before the commencenent of
commercial operations, the state extends to another
person preferential royalty or tax treatnment or grant
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of state noney for the purpose of facilitating the
construction of a conpeting natural gas pipeline
project in this state, and if the licensee is in
conpliance with the requirenments of the license and
with the requirenents of state and federal statutes
and regulations relevant to the project, the licensee
is entitled to paynent from the state of an anount
equal to three tinmes the total amount of the
expenditures incurred and paid by the licensee that
are qualified expenditures ....

So first of all, he said, it would have to be for the purpose of
encouragi ng a conpeting natural gas pipeline project. That neans
a project designed to accommodate throughput of nore than 500
Mcf/day of North Slope gas to market. A proposed tax regine
aimed at a particular conpeting project would raise the issue of
whether it would carry gas from the North Slope to market and
whether it was given for the purpose of favoring a conpeting
project. If both of those were true, it would fall under the
trebl e damages cl ause.

He said there was discussion during the passage of ACES
(Alaska’s Clear and Equitable Share, Petroleum Production Tax
anmendnents of 2007) about the relative value of gas versus oil
The general rule is 6 Mf of gas is equivalent to a barrel of
oil and it is taxed on a barrel-equivalent basis. If there was
ever an adjustnent to the tax rate for gas that applied
generally, it wouldn't really favor any conpeting pipeline. For
exanple, if the legislature anended the tax on the production of
natural gas across the board, he did not believe it could be
interpreted to favor a conpeting gas |ine because one of the
elenents [to trigger the treble damages clause] is that it has
to be given for the purpose of facilitating the conpetition.

3:44: 38 PM
CHAIR HUGA NS asked M. Bullock to turn that around and tell him
what the paraneters are for doing unique fiscal reginme itens for
TransCanada.

DON BULLOCK answered that if they changed the requirenments with
regard to TransCanada, that would affect other potential
applicants who would have benefited as well and raise the
possibility of litigation as to whether the state followed
reasonabl e principles of public contracting.

3:46: 21 PM
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CHAIR HUGGE NS asked if appointing a pipeline coordinator for
anot her project would trigger the danages.

DON BULLOCK responded that by issuing the license, the state is
saying that this is their favorite project and the inducenents
provide a coordinator for it. The position is established in AS
43.90. 250 and AS 43.90. 260 tal ks about the expedited review and
action by state agencies. He referred to the wrds of the
statute, saying it is to “expedite consideration.” So if there
were 2 projects going at the same time, the Ilicensed project
woul d be expedited by this coordinator. If a coordinator was
provi ded for another project and that coordi nator noved things
along faster than the coordinator dedicated to the |icensee, it
could be a violation of the trebl e damages cl ause.

3:48: 41 PM
CHAIR HUGE NS asked Bonnie Harris to comment on the issue of
pi pel i ne coordi nators.

BONNIE HARRI'S said her legal take on it is consistent with M.
Bul lock’s in that the pipeline coordinator is an inducenent for
the AG A licensee; so if the state gave preferential treatnent
in sone way to another pipeline, that could raise the treble
damages issue. However, the permtting question is addressed in
AGd A section 43.90.440 (b), which says:

The review, processing, or facilitation of a permt,
right-of-way, or authorization by a state agency in
connection wth a conpeting natural gas pipeline
project does not create an obligation on the part of
the state under this section

So the Act exenpts the routine permtting, processing and
facilitation of permts and rights-of-way from susceptibility to
treble danmages. She thought it would be an unlikely scenario
t hat would raise the treble damages clause, al t hough
hypothetically one mght be able to think of sonmething that
woul d.

CHAIR HUGG NS asked M. Bullock if he had anything to add to
t hat .

3:51: 25 PM

DON BULLOCK said if there were two conpeting pipelines, the
i censee would have the coordinator shepherding him through the
process while the conpeting project would not. If there were two
conpeting coordinators trying to expedite their pipelines and
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the conpeting project was over 500 ncf of North Slope gas, it
woul d rai se the issue.

3:52:23 PM

SENATOR ELTON said it was his understanding that in nost ngjor
projects, the project sponsor has the right to pay the state to
assign a person to wrk on their permts. It was also his
understanding that if a conpeting project did pay for their own
expediter, it would not trip the treble damages. He asked if his
under st andi ng was correct.

MR. BULLOCK said that question would be better directed to the
Department of Natural Resources, which gets directly involved in
that. He referred Senator Elton to AS 43.90.260 for the specific
t hi ngs the coordi nator gets involved in.

CHAIR HUGA NS asked M. Bullock if he would read that for them
MR BULLOCK read:

(a) A review conducted and action taken by a state
agency relating to the project shall be expedited in a
manner consistent with the conpletion of the necessary
approvals in accordance wth this chapter. (b)
Not wi t hst andi ng any contrary provision of law, a state
agency may not include in any project certificate,
right-of-way, permt, or other authorization issued to
the licensee a term or condition that is not required
by law if the coordinator determnes that the term or
condition would prevent or inmpair in any significant
respect the expeditious construction and operation or
expansi on of the project.

(c) Unless required by law, a state agency nmay not
add to, anmend, or abrogate any certificate, right-of-
way, permt, or other authorization issued to a
licensee if the coordinator determ nes that the action
woul d prevent or inpair in any significant respect the
expeditious construction, operation, or expansion of
t he project.

What this refers to, he said, is the actual requirenents for the
license. To the extent that these go to the standards
t hensel ves, it really doesn't matter if sonebody else is
reviewing it or not. It's just that, for this project, the
coordinator is going to be following what the requirenents are
for each permt and each right-of-way and each authorization the
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department will issue to make sure that nothing is being done to
sl ow the process for the |icensee’ s project.

3:55:11 PM
SENATOR ELTON reserved followup until the departnment was at the
table. He wanted to be sure his understandi ng was cl ear.

3:56:12 PM

MARTY RUTHERFCORD, Deputy Conm ssioner, Departnment of Natural
Resources (DNR), Anchorage, AK, said Senator Elton was correct.
They testified to that effect a year ago when they were working
on AG A The Departnment has the right to facilitate any |arge
project. They al so have the |arge project review process whereby
an applicant can pay for an expedited review of their permt and
coordination activities and this would in no way conflict wth
those prerogatives. That was part of the record when they passed
AG A

3:57:12 PM
SENATOR GREENE wanted to confirm that nothing would inpede a
conpeting project.

CHAIR HUGA NS recal |l ed hearing from Conm ssioner Galvin that the
pi peline conpany could pay for a coordinator. He asked if one
woul d be expedited over the other.

DEPUTY COW SSI ONER RUTHERFORD assured him that nothing would
conflict wth DNRs ability to provide that kind of assistance
to an alternative project. She believed this section was added
to clarify the issue that having another coordinator or review
process would in no way conflict with AGA and therefore would
not trigger treble damages.

3:58: 44 PM

BONNIE HARRIS clarified that section 43.90.440 does not apply
the treble danmages to the permtting, coordinating function. It
says that "if the state extends to another person preferenti al
royalty or tax treatnent or grant of state noney...” So from
that and the exception in (b) which says it does not apply to
the processing, facilitation of rights-of-way or permts, she
felt she could argue strongly that it does not apply at all to a
coordi nator position.

3:59:47 PM

PAT GALVIN, Conm ssioner, Departnent of Revenue, Anchorage, AK
said the question seens to be whether there are potential
[imtations to what additional inducenents could be provided to

SENATE ENR COW TTEE - 13- July 30, 2008



TransCanada specifically or exclusively; and the answer is that
it depends upon what is proposed. As M. Bullock said, the
question of preferential versus non-preferential drives the

trebl e damages issue. Any proposals that cones forward will be
brought before the legislature and all issues associated wth
potential limtations will be fully debated in the context of
the specifics that proposal. He could not mneke any general

statenent about what is or is not all owable.

CHAIR HUGGA NS asked if there was a nenu of things that m ght be
al | owabl e.

4:02: 04 PM

COWM SSI ONER GALVI N thought they could |look at the history of
this discussion and get a sense of the full suite of things the
shi ppers mght want to discuss, such as fiscal predictability,

production taxes on gas, royalties and all of the things that
were part of the stranded gas discussions. From the
adm nistration’s perspective, when they cane forward with AGA,

they felt the inducenments provided addressed the only potentia

legitimate barriers to getting shipping conmtments and they did
not see that any additional nodifications to the state’'s fisca

system were needed in order to provide an attractive climte for
gas being shipped in a line within the state. He cautioned that
as they go forward and have discussions with shippers, they may
find sone things that need to be changed. What those m ght be
and whether they will apply to all projects or to any particul ar
one wll be based on the factors M. Bullock identified and that
they have tal ked about in ternms of the limtations within AGA
and those associated with having gone through a conpetitive
process to get here.

AG A provides certainty with regard to the Iength of tinme on the
production tax rate. He said that has been discussed during
these license hearings in terns of whether 10 years wll be
sufficient and it mght cone wup again; but whether the
adm ni stration would support a change along those l|ines, would
be based upon a determnation that it is a reasonable and
appropri ate request.

4: 05: 05 PM
SENATOR STEDMAN asked for a brief at ease.

CHAIR HUGE NS cal l ed the neeting back to order at 4:05:46 PM

He asked Conmi ssioner Galvin about the $3.5 mllion requested to
support inducenent efforts over the next 10 nonths.
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COM SSIONER GALVIN said they expect to spend that noney
primarily in response to proposals that cone to them from the
shi ppers; they do not intend to generate any proposals
t hensel ves. I n order to address those tinely, they need to have
access to the funds as needed.

4:07:30 PM
CHAIR HUGA NS asked himto characterize how he sees the neetings
and the process for spending that $3.5 nillion unfol ding.

4:08: 01 PM

COM SSIONER GALVIN said they don't see TransCanada as their
agent whatsoever as it relates to the fiscal system Wen it
cones to discussions regarding changes in the fiscal system
those would be between the state and potential shippers. The
adm nistration believes there is an expectation on the part of

the shippers that there wll be changes to the state's fisca
system in order to accompbdate their commtnents to ship gas,
and that it will lead to further discussions. They want to be in

a position to be ninble, responsive and tinely.

4:09: 41 PM
CHAI R HUGE NS wondered whether or not the legislature would be
i nvol ved in those di scussions.

4:09:53 PM

COWMWM SSI ONER GALVI N answered that they would expect nenbers of
the admnistration to be involved primarily; however, it would
be beneficial in the long run to include the legislature in the
process.

4:10:47 PM
SENATOR GREEN asked him at what stage the |egislature would be
i nvol ved.

COM SSI ONER  GALVIN speculated that it wuld be as the
di scussions evolve fairly early on and throughout. In response
to an earlier question, he answered that they would be
responding primarily to requests for certain changes in the
system The nature of those discussions will be defined as they
nove forward; so the interaction of the legislature will have to
be deci ded throughout the process.

4:12: 32 PM

SENATOR GREEN chal l enged, with all due respect, what guarantees
exist in AQA to ensure that would be the case if Comm ssioner
Gal vin noved on to another job in 5 or 6 years.
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COWM SSI ONER GALVI N answered that nothing in AG A guarantees it,
just as nothing in state |aw guarantees the adm nistration wll
involve the legislature in the developnment of legislative
proposals; but in the end, the |legislature would have to agree
to anything that would be offered by the state in terns of
changes to the fiscal system That is the absolute guarantee

that the legislature wll be involved. It then becones a
question of the work process and how nuch |Ilegislative
i nvol venent will increase the opportunity for success.

4:13:41 PM

SENATOR GREEN opined that he would probably not object to a
letter of intent to that effect.

COWM SSI ONER GALVI N hedged that it depends on what is in it.
SENATOR CGREEN suggested that he start witing it then.

4:14: 09 PM

MR. BULLOCK pointed out that the admnistration’s ability to
provi de inducenents to get the producers to conmt to the
licensed project is limted by their powers within the statute.
If they need a tax exenption or a change in the tax rate, they
can not do that wthout the approval of the |Ilegislature.
Simlarly, if they want changes in the royalty contracts to the
| ease agreenents, they would have to be within the bounds of the
| aw t hat enpowers them to negotiate certain provisions in those;
they could not do it unilaterally.

CHAIR HUGGA NS said it is good news that [the legislature] wll
be involved in the fiscal reginme going forward.

4:15:45 PM

MR. PORTER responded to Senator Huggins’ question regardi ng what
general principals they mght apply to AGA to help them know
what they can and can't do by offering a general principal of
contract law and relating it to the AG A process.

He said that the bidders all bid on a certain scope of project;
once the bids are in, the proposal cannot be changed as that
would allow for collusion and corruption. A tax is a law of
general application; it is not specifically laid out in the AGA
process. AG A provides certainty, but the anount isn't
specified, so they can change a |aw of general application on a
tax without violating AGA Interestingly, fiscal certainty is
very specific in AGA for 10 years; so they can't change that
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wi thout violating the principals of contract law. So it really
depends upon what they want to change. If it is a specific
element in AGA they can't change it. Once they award the
license, they have to “float all ships equally”. He asked if M.
Bul | ock had anything to add.

4:19: 05 PM
MR. BULLOCK agreed with M. Porter’s explanation.

4:19:12 PM

CHAIR HUGA NS said it did raise a question in his mnd about all
of the people who thought about applying and didn't. Let’s say,
he conjectured, that they changed [the fiscal certainty] from 10
to 15 years at sone point. At what point would those other
parties no | onger be able to cone back and say that if the state
had done (whatever) during the AG A application process, they
woul d have applied?

4:19: 38 PM

COW SSIONER GALVIN said that is a legal issue that would be
based on a nunber of factors and deferred the question to M.
Harris.

4:14.:50 PM
MR. PORTER said that if they decided to change the fiscal
certainty term it wuld be because they believe it 1is

substantive and that would nean floating one boat higher than
another. There is a window of time however, when all of those
fiscal incentives actually go away. For instance, if TransCanada
failed its first open season, they have to propose a second open
season wi thout any of the fiscal incentives in the current bill;
and in that environment, he said, they could actually propose a
law and provide fiscal certainty for a term on Dboth
TransCanada’ s proposal and a non-licensee proposal goi ng
forward

4:21:19 PM

M5. HARRI' S said she agreed with sone of M. Porter’s application
of contract law to the AG A license, but wouldn't apply the
principals of <contract |law to <constrain the legislature's
ability to make and change laws. If the |egislature made changes
to AGA they would be changing the terns. That mght also be
true if they put certain conditions on a license that would
retroactively affect the AG A process. She did not believe, from
a |egal anal ysis perspective, t hat AQ A precluded the
| egislature fromusing their authority to make tax |aws, royalty
| aws or other general application |aws.
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4:23:11 PM

CHAIR HUGA NS presuned that, if they can nmake those changes
after passing the license, they can do it before. This isn’t an
up or down vote so froma |legal standpoint, they can anmend AQ A
He asked if that is correct.

4:23:35 PM
M5. HARRI S responded that she didn’'t understand the question.

CHAIR HUGE NS repeated that he thought she had said AG A does
not bind the legislature from taking action, that the state can
change the fiscal ternms and other things; and he assuned that
was true either before or after issuing the |icense.

M5. HARRI S said she was referring to laws outside of AG A She
was referring to the legislature’s broad authority to nmake tax
law and was not suggesting that the legislature, wth the
license before it, could go back and change the fiscal terns.
She pointed out that “fiscal certainty” or “fiscal terns” are
rat her broad expressions; but as she understood they were used
in this context, they nmeant giving gas producers sone kind of
tax stability that gives them certainty. She believed it was
possible to do that without triggering the treble damages but
was  not suggesting the legislature wwuld go back and
retroactively amend AGQ A

4:25:02 PM

MR. PORTER said he agreed in principle with what he thought M.
Harris had said; they can change the tax; what they m ght have a
di sagreenent on is changing the fiscal terns of 10 years. He
asked if M. Harris was saying they can do that wthout
violating the principals of AG A or contract |aw

4:25:26 PM

M5. HARRIS said she believes that if they changed the fiscal
terms of AG A they would be anending AG A and would risk turning
the process that is before the |legislature back at | east a year.

MR. PORTER said they are in agreenent.

4:25:48 PM

MR. BULLOCK stated that, in addition to inducenents offered to
the licensee within AG A, there are inducenents to the producers
who will be nmaking gas available for the pipeline. Wen AG A was
enacted, it said the taxes wuld be subject to certain
exenptions for a certain period of time and this is sonething he
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expected the applicants would have | ooked at. It goes right to
the feasibility of the project and whether the producers have an
incentive under AG A to conmt their gas under it. He explained
that there were really two things going on. Wth regard to AG A,
the question is if this actually is a solid incentive that
TransCanada and other applicants can look at to ensure gas is
going to be available. But this is only one part of general tax
policy because, when the |egislature enacts tax |aw, although
they generally do make it a general application, they do have
targeted tax credits for certain favored investnents. So the
gray area is if the legislature anends the special conditions
that were enacted as part of AQA that relate to nmking a
comm tment during the first binding open season.

4:27:39 PM
SENATOR W ELECHOWNSKI commented that they just have to read the
| anguage in AS 43.90. 440, whi ch  says: “If before the

commencenent of commercial operations, the state extends to
anot her person preferential royalty or tax treatnent or grant of
state noney for the purpose of facilitating the construction of
a conpeting natural gasline project in this state...” then
they’re subject to damages. |If the state doesn't do it to
facilitate the construction of a conpeting project, they don't
owe anything. In his mnd it was as clear as day that if the
state (nmeaning the state?) wants to provide fiscal certainty,
fiscal stability, as long as they do it on a level playing field
t hey do not breach the contract.

4:28: 38 PM

M5. HARRI S agreed and felt the court would too. She thought it
was unlikely the state would inadvertently trigger the treble
damages. If it chose to make a business decision at sone point
that would result in treble danmages, the state has assurances of
the limtation of its liability through this provision.

4:29:57 PM
SENATOR DYSON said he is willing to stay all night if necessary
to honor their conmmtnent to get this out of commttee.

4:30: 40 PM
CHAIR HUGA NS said they are all commtted that and wll do
whatever is required to nove the process forward. He announced a
short break.

CHAIR HUGE NS cal | ed the neeting back to order at 4:53:15 PM
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MR. BULLOCK pointed out that within 440 the first sentence
refers to enjoynment of inducenments provided under this chapter,
which brings in the coordinator position; so there is sone
anbi guity.

4:54: 31 PM

CHAIR HUGGE NS revisited the 10 nonth negotiation period that
Comm ssioner @Glvin alluded to and the involvenent of the
| egislature in that. He said he assuned sone of the negotiations
woul d have to go on behind closed doors and asked if that was
correct. He also asked if Comm ssioner Galvin would like to add
anything to his previous testinony.

4:55: 22 PM

COWM SSI ONER GALVIN answered no, he had nothing to add. Wth
regard to the issue of confidentiality, the admnistration had
no way of knowng what would transpire or in what forum the
process would not be wunilateral but would be based upon
agreenents between parties going forward.

4:56: 24 PM
CHAIR HUGG NS asked if he was saying that confidentiality may
have a bearing on the process.

4:56: 37 PM
COWMM SSI ONER GALVI N replied yes.

4:56: 59 PM

CHAI R HUGA NS questioned how, assuming a license is granted, he
foresees the admnistration wupdating the legislature tinely
about progress toward a pipeline under AGQ A?

4:57:27 PM

COW SSIONER GALVIN responded that there wll be continual
rei nbursenent within the general structure of AG A and sone
formality to that aspect of the process. He also expected that,
given the magnitude of the project, they would be updating the
| egislature on a fairly regular basis and having fairly open
di scussions about how things are noving forward. From the
vantage point of the license itself, there will be a nore forma
revi ew periodically.

4:59: 12 PM

CHAIR HUGGE NS said one recommendation they have received is a
quarterly report to LB&A on the status of the project, cost
overruns, inpacts to the tariff, risk factors, nodifications,
and conpliance by the licensee. He asked if the admnistration
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would object to the legislature defining what elenents they
shoul d report on, the timng of that and who they report to.

4:59:59 PM

COM SSIONER GALVIN said he believes it is inherent in the
relationship between the legislature and the adm nistration that
they can ask for that kind of information and thinks it would be
very hel pful to ensure that the adm nistration understands their
expect ati ons.

5:00: 30 PM
CHAIR HUGA NS asked a representative from DNR to cone forward to
tal k about right-of-ways and if there is any exclusivity.

5: 00: 53 PM

DEPUTY COWM SSI ONER RUTHERFORD, Departnent of Natural Resources
(DNR), said AS 38.35, which is the Right-of-Way Leasing Act, is
very explicit that right-of-way grants are not exclusive even
after a project is built; however, once a project is built the
state has a responsibility to protect its operational integrity.
So to sone degree, once a project is in the ground, it has a
preferential right; but the departnent could literally put
grants of right-of-way on top of one another until a particular
project is built.

CHAIR HUGGE NS asked who the AG A pipeline coordinator reports
to.

DEPUTY COWM SSI ONER RUTHERFORD answered that it reports directly
to the governor.

CHAIR HUGE NS asked who the coordinator for "Stedman Pipeline
Conmpany” woul d report to.

DEPUTY COW SSI ONER RUTHERFORD said the Joint Pipeline Ofice
(JPO) is supported by federal and state agencies. For the state
of Alaska, the lead is the State Pipeline Coordinators’ Ofice,
in the Departnment of Natural Resour ces. If they had a
coordi nator working to nove another project forward, they would
try to integrate that as nmuch as possible with the Joint
Pipeline Ofice. In fact, Drue Pearce, the federal coordinator,
is working to coordinate their activities as nuch as possible
with the Joint Pipeline Ofice, Bureau of Land Managenent (BLM
and the federal Departnment of Transportation. The goal is to
integrate oversight through the JPO to maintain the sane types
of records and oversight capabilities.
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5:03: 36 PM

CHAIR HUGGA NS said it concerns him when people with the sane
function are reporting to different agencies. He asked if there
was any way she could envision that would be a fully integrated
parallel system that dovetails into the sane decision-mnmaking
process.

5:04: 05 PM

DEPUTY COW SSI ONER RUTHERFORD admtted they had recomrended
that the AQ A coordinator be located within the Departnent of
Natural Resources so it could function wth the Joint Pipeline
Ofice; but there is nothing to preclude the governor from
directing the pipeline coordinator under AG A to coordinate with
the Joint Pipeline Ofice. Obviously that is the intention, to
try to coordinate to avoid redundancy and so the paperwork
systenms and regulatory oversight are aligned as nuch as
possi bl e.

CHAI R HUGE NS asked if she would be recommendi ng that course of
action to the governor.

DEPUTY COW SSI ONER RUTHERFORD answered yes, they have been
talking about it but wanted to be sure there was actually a
proj ect noving forward under AGQ A before spendi ng noney.

5: 05: 00 PM
CHAIR HUGGE NS repeated that he felt it was inportant to have
sonme unity of effort in command and supervi sion

5:05:16 PM
SENATOR THOVAS asked if the state has a right-of-way between
Delta and the border.

DEPUTY COW SSI ONER RUTHERFORD said there is no right-of-way
alignnent. Wen the federal government granted |ands to Al aska
they provided easenents over those lands and the sane is true
for nost of the lands that were granted to the Alaska Native
Claims Settlenment Act (ANCSA) Corporations. So she didn't
anticipate any serious problenms in creating a right-of-way.

SENATOR THOVAS asked how that coordinates with any right-of-way
TransCanada may have through that area.

DEPUTY COWM SSI ONER  RUTHERFORD  expl ai ned t hat t he wor k
TransCanada did previously on rights-of-way is being revoked and
they are reapplying for all of their federal and state rights-
of-way. So there is no conflict; but they had a long neeting
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with Drue Pearce a week and a half a ago and she reconfirnmed
that the federal rights-of-way are not excl usive.

5:06: 41 PM

CHAIR HUGA NS asked if the state had been involved in
negotiating tariffs and rates with TransCanada in the past 10
years.

DEPUTY COW SSI ONER RUTHERFORD answered  yes, there were
di scussi ons between the state, TransCanada and others during the
Stranded Gas Devel opnent Act negotiations. They were not on
tariffs, but on comrercial issues directed toward tariff
structure.

CHAIR HUGGA NS wondered if any of the itenms discussed should be
brought before the commttee.

DEPUTY COWMM SSI ONER RUTHERFORD said she did not believe so. The
negotiations with parties other than the three majors were never
conpl eted and no “papering” of contracts was done.

5:07: 54 PM
CHAI R HUGGE NS asked if she was part of that process.

DEPUTY COWM SSI ONER RUTHERFORD affirnmed that she led the
negoti ations between the state of Alaska, TransCanada and
M dAreri can.

CHAIR HUGA NS asked if the $500 mllion or treble damages were
part of that process.

DEPUTY COWM SSI ONER RUTHERFORD said they didn't get far in that
process and nothing was commtted to contract. It was a very
di fferent approach than was conceived in AGA and the types of
risk were slightly different from those supported by the AGA
concept. There were trade-offs between the types of risk the
state was taking versus those the conpany woul d have taken.

5:09: 06 PM

M5. HARRI S urged Ms. Rutherford to be cautious, as those matters
are confidential under the Stranded Gas Act and answering what
wasn’t in there could lead to disclosure of confidentia
information. She also said she believes that information is
available to the legislators in a data room if they sign a
confidentiality agreenent.

5:09:40 PM
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CHAIR HUGGE NS under st ood, but stressed that all of the
| egi sl ators are concerned about meking things public and asked
when they could anticipate that stranded gas information would
be avail able to Al askans.

M5. HARRI' S said once the information was nmade confidential under
The Act, there was no provision for it ever to be nade public
because it dealt with proprietary business information.

5:10: 45 PM
CHAIR HUGE NS said “So you don't anticipate it being rel eased?”

M5. HARRIS said not under the ternms of the Stranded Gas Act
which is still in effect.

5:10: 59 PM

SENATOR GREEN said she wunderstood that the state had indeed
agreed to release the information and TransCanada asked that it
not be released due to confidentiality issues.

5:11:57 PM

M5. HARRIS said the state does not have the ability to rel ease
the information that was made confidential under the Stranded
Gas Act; that confidentiality is still in place. The state did
rel ease those docunents it could, those that were confidential
under deliberative process and did not disclose proprietary
i nformati on.

5:12: 41 PM

SENATOR GREEN ventured that it would be up to TransCanada to
cone forward and provide them with that information; she asked
if that was correct.

M5. HARRI S said TransCanada could provide information within its
possessi on; she does not know what constraints they may have.
The Stranded Gas Act inposes confidentiality on information
recei ved by the state.

SENATOR CREEN reiterated that it was her understanding the
adm nistration agreed to the release of the information and said
it was up to TransCanada to release it.

MS. HARRI S said she is not aware of that.
5:13: 33 PM

CHAIR HUGA NS said sone of his neighbors have asked about the
$10 billion.
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5:14: 25 PM

DEPUTY COW SSI ONER RUTHERFORD said the $10 billion was wth
regard to the North Slope producers in the Stranded Gas Act and
that information, insofar as it was calculated by the state and
not confidential, has been nade avail abl e.

SENATOR GREEN interposed that is the information she referred
to.

DEPUTY COW SSI ONER RUTHERFORD commented that there is an
extensive body of information that was not released for any of
the negotiations with TransCanada or the 3 mmjor producers,
which is still required to be held confidentially. The $10
billion figure is the result of an Econ One report submitted at
LB&A' s request for their analysis and that is online as part of
the LB&A reports.

5:15:10 PM
SENATOR WAGONER said he and Mark Myers, Director of GOl and Gas,
calculated the first figure, which was $13.2 billion in upstream

concessions, during the Stranded Gas Act negotiations. He sent a
letter to the administration asking them to verify their facts
and figures or to respond with a corrected anount. Because he
never received a response, he thought that Iletter must have
contained information that was accurate. Econ One then cane up

with a figure of $10.2 billion in upstream concessions, a
difference of $2 billion.
5:16:19 PM

CHAIR HUGA NS asked if Deputy Conm ssioner Rutherford was
actually one of the architects of AQ A

She answered “Yes.”
CHAI R HUGE NS asked who proposed the $500 nmillion figure.

DEPUTY COW SSI ONER RUTHERFORD did not recall but did recall
that it was based upon the state taking on part of the risk for
noving the project forward in the early stages as well as the
concept that it would take about 1% billion to get to a FERC
[ Federal Energy Regul atory Conmm ssion] certificate.

5:17: 26 PM

CHAIR HUGA NS asked if that was boiler-plated during this
adm ni stration or previously.
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DEPUTY COW SSI ONER RUTHERFORD said discussions about what it
would cost to get to FERC certification were part of the
Stranded Gas Negotiations; and those cane about because they
were trying to enbed the contracts with protections to ensure
the project would nove forward. She didn't quite recall when the
concept [with regard to AG A] cane about.

5:18: 06 PM
CHAI R HUGE NS asked about the concept of treble damages.

DEPUTY COW SSI ONER RUTHERFORD sai d she believed that energed as
part of the AG A di scussi ons.

CHAIR HUGE NS asked who the architect of that thought process
was.

DEPUTY COW SSI ONER RUTHERFORD believed it was part of the
di scussi on about how they could encourage participants in the
AG A process to take on the risks of noving a project forward
and how they could be assured the state would not nove away from
them at some point after they had made a significant investnent.
It was a way to encourage participation in the RFP or RFA

CHAIR HUGE NS asked if those discussions were staffed with any
pi pel i ne conpany representatives.

DEPUTY COW SSI ONER RUTHERFORD answered “No sir.”

5:19:21 PM

SENATOR STEDMAN asked if Ms. Rutherford could wal k them through
the process of the 50 percent match and how it evolved, as well
as the reinbursenent if the |icensee passes a successful open
season.

5:20: 12 PM

DEPUTY COW SSI ONER RUTHERFORD reiterated that the 50 percent
was to encourage participants to cone in during the early stages
of the project, when there are a great many unknowns and the
hi ghest risk. The state recognized that it was asking potenti al
applicants under AG A to accept the responsibilities associated

with the “nust haves,” including the debt-to-equity ratio, open
season comm tnents, expansion commtnents, and other things that
would be a burden; so the $500 mllion was intended to be a

conmmtnment by the state of Alaska to participate in that highly
risky period of time and to encourage applicants to nake the
commtment to nove the project, not only to an open season, but
beyond toward certification. In doing so, there would be a great
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deal of valuable information gleaned through the field work and
the regulatory process; so even if the project never reached
fruition, at least the state would have that information to help
nove the project forward with someone el se.

5:21:42 PM
SENATOR STEDVAN asked why they should provide reinbursenent
beyond a successful open season when the mdstream risk 1is
di m ni shed.

DEPUTY COWM SSI ONER RUTHERFORD replied they want to ensure the
project actually does get a certificate and that they will have
the information available as things progress. They also want to
show a commtment by the state of Alaska in this project. The
$500 mllion is an investnment that is of benefit to the state
for multiple reasons; it is buying comrercial terns such as: |ow
debt-to-equity structure; open access pipeline in ternms of
regul ar solicitation of new gas; regular open seasons every 2

years; and the commitment that the $500 mllion wll not be
built into the rate structure. So over the 25 year life of this
project, the state will get a reduction in the tariff that wll

not only return the original $500 million but $2 mllion nore.
In addition, those open season elenents that are part of the
“must haves” wll ensure that the other players have a fair,
open playing field so they can nake investnents and, if they
find new gas, can get it to market.

SENATOR STEDVAN said when they worked through the AG@ A process,
they thought there would be a lot of participation and several
successful applicants. It turned out there was only 1 and sone
of the legislators would not consider that a very conpetitive
sel ection process.

5:24:58 PM
What happened, he asked, between the tine they put AG A together
and today?

DEPUTY COW SSI ONER RUTHERFORD stressed that it was a
conpetition. None of the applicants knew how many others would
be participating in that conpetition, therefore they had to nake
their proposal the best they could find corporate approval to
offer. They heard from a couple of other players that there was
consideration by conpanies such as BG [BG Goup plc] and
M dAnmerican in the participation. MdAnmerican felt there was too
much insecurity in the state of Alaska right now for them to
parti ci pate.
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CHAI R HUGGE NS asked her to expand on why M dAmerican pulled out.

DEPUTY COWM SSI ONER RUTHERFORD said they indicated there was
political uncertainty.

SENATOR DYSON interjected “Specifically the corruption stuff
goi ng on here.”

CHAIR HUGGE NS agreed that there were investigations going on
t hrough the state.

DEPUTY COWM SSI ONER RUTHERFORD continued that BG indicated they
had lost the pipeline partner with whom they were putting
together a proposal. They also felt that getting an export
license approved in Washington DC, given this politica
environment and the energy situation, was going to be very
difficult. Finally, they weren't at the point, as a producer,
that they had identified proven reserves of gas. So it was that
conbination of factors that drove them away from the
conpetition.

None the less, when applications were put together by various
parties, they did not know who else would be participating in
that conpetition; so she believed they got the best offers the
vari ous conpanies did submt.

5:27:33 PM
SENATOR STEDVAN asked if Alaska wouldn't have been better off
just to negotiate with TransCanada.

DEPUTY COW SSI ONER RUTHERFORD believed it was conpletely
appropriate for the state to identify what it requires in order
to nove this gasline project forward. To a large degree, that is
what AGQ A does, it establishes the foundation under which Al aska
is wlling to participate by value transfers; and the upstream
i nducenents under AGQ A are value transfers.

The legislature made a commtnent not to change the fiscal
regine for 10 years from first gas. There are commtnents on
royalties, Alaska's ability to switch in-kind to in-value and
the reverse, and how they value the royalties. That is a val ue
exchange to the wupstream participants in this project. The
m dstream requirenents, the  “must haves” establish the
foundation by which the state of Alaska is willing to transfer
value fromtheir side of the pie to soneone else s by providing
protections on the debt-to-equity ratio, the solicitation of new
gas, and the expansion of the pipeline. Those are all incredibly
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important for Alaska' s long-term economic interests. They are
the elements that will ensure viable exploration and devel opnent
activity on the North Slope and that Al askans have |ong-term
upstream j obs.

5:30:42 PM

SENATOR MCGUI RE advised Deputy Comm ssioner Rutherford that
constituent emails nmade it very clear that many people are
skeptical about AG A for a lot of reasons. Anmong them are

concerns that there is only 1 player and that the there will be
a transfer of control over Al aska s sovereignty and resources.
The bi ggest however, is what it will look like after an award of
this exclusive |icense. She asked M. Rutherford to describe
what practical things will occur in her departnent and el sewhere
and to explain what will happen if they get to an open season in

2 years and don't get the FT's [firm transportati on comm tnents]
t hat are needed.

5:32: 57 PM

DEPUTY COWM SSI ONER RUTHERFORD responded that, as Comm ssioner
Galvin indicated nultiple tinmes, they expect to begin
di scussions with the producers. Under the Denali Project, the
producers indicated they were only wlling to nove to open

season with additional state concessions and AG A provides the
vehi cle for some concessions.

5:33:40 PM
CHAIR HUGE NS assuned that wll be the producers’ position no
matter what the project; they will want sonme fiscal certainty.

He asked if that is correct.

5:34: 09 PM
DEPUTY COWM SSI ONER RUTHERFORD sai d yes, the producers indicated
they will want that and AG A does have sone upstream fiscal

certainty both on royalties and the tax side; so they see AG A
as the appropriate vehicle for noving the project forward. In
fact, it is the appropriate vehicle because they have sone
i nducenents, sone value, and the fiscal ternms that protect the
state’s interests. As Comm ssioner Glvin indicated, they expect
that the producer conpanies wll want to discuss sonething
further, as was the case during the Stranded Gas Devel opnent Act
negoti ations, and they want to be able to fully vet those.
During the previous 9 nonths of evaluation, they |earned a great
deal about the economcs of this project and where the risks
lie; one of the things they learned is that this is a very
vi abl e project under nobst scenari o0s.
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5:36:21 PM

SENATOR MCGUI RE asked Conmi ssioner Galvin again whether he had
been a party to any other processes in this admnistration, that
attenpted to engage all of the parties.

DEPUTY COWM SSI ONER RUTHERFORD answered that there had been no
efforts to sit down and nediate; but prior to the introduction
of AG A they did reach out to the various conpani es and ask them
what the state mght provide in ternms of inducenents to
encourage their participation. The producers did not display a
lot of interest in that dialog. They weren't confortable wth
the AQ A process from the beginning; but the admi nistration did
try to enbed AGA wth those elenments they thought were
reasonabl e.

5:38: 01 PM

SENATOR MCGUI RE said she doesn’'t nean pitching AG A, she neans
what efforts were made prior to that tinme besides asking themto
be part of AG A \What efforts were nmade to bring together the
peopl e who are needed to get a gasline built?

DEPUTY COW SSI ONER RUTHERFORD responded that, having sat
through 2 % years of negotiations that didn't result in any
timeline to nove the project forward, any comrercial structure
that would keep the tariff low, or any commtnent to expand the
pi pel i ne when new gas was avail able, she doesn't think there is
anything else they could have done to create a different
proposal than what was floated under stranded gas. “If you
continue to do the sanme thing the same way and expect a
different outconme, it’'s the definition of insanity” she said, so
they decided not to try that again. It was clear that Al askans
and the legislature did not support that proposal; so it was
time to change the dynam c and AG A was the outcone.

5:40: 15 PM

SENATOR MCGUI RE said the one other place she gets nervous about
is that there are a lot of “nust haves” on the front end about
getting gas into the line, tariffs, etc. But there are very few
on the back end where the construction has to begin.
Specifically, Alaska is pretty low on TransCanada s project
schedul e. Mackenzie Delta is high on their priority list, then
there is Keystone and other things. She asked what they can do
to assure her that this project doesn't get stacked up and
| ocked into a tineline that does not coincide with the state’s.

5:42:21 PM
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DEPUTY COWM SSI ONER RUTHERFCORD said AQ A required the applicants
to provide a specific tineline for an open season, FERC
certification and the beginning of construction (assumng a
successful open season). That is why they need a significant
anount of noney, to ensure a successful open season. They are
totally conmtted to having a successful open season by 2018 and
she believes TransCanada is also comitted to that. She
recogni zed that the appropriation request for the first year is
high; but if the producers are notivated, the adm nistration
wants to be able to quickly analyze their requests, discuss them
with the legislature and nove the project forward, because open
season i s the key.

5:44:14 PM

SENATOR MCGUI RE wanted her assurance as Deputy Conmi ssioner of
the Departnment of Natural Resources, that when there are
conpeting projects that could exceed the 500 nctf, DNR wll
uphold its obligation to process those applications and do what
isin the state’s best interests.

DEPUTY COW SSI ONER RUTHERFORD assured her and the conmttee
that the departnment is conmtted to the laws of Alaska and w |l
facilitate any project to the best of their ability within the
I aw.

5:46:12 PM
SENATOR GREEN asked if, were they to have the opportunity to
start witing AG A over, it would contain different provisions.

DEPUTY COW SSI ONER RUTHERFORD said there are small changes that
could be made, but she thinks AG A is a good product and wll
create a project.

SENATOR GREEN referred to Deputy Comm ssioner Rutherford's
comment about how hard she had worked on this for the last 2 %
years, and noted that takes her back to the Mirkowski
adm nistration. She asked if M. Rutherford remamined conmtted
to the attenpts to create a contract under the Stranded Gas
Devel opnment Act throughout that process.

DEPUTY COW SSI ONER RUTHERFORD answered that she renmined
commtted to getting a deal under Stranded Gas Devel opnent Act
that was good for the state. She was unconfortable with sone
el enents being negotiated under the Stranded Gas Act which she
felt were outside the law, outside what the legislature had
directed them to pursue. For exanple, they had been instructed
not to include royalties, but royalties were in there. They were
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not to ook to other areas where they had begun negotiations and
she was unconfortable with that; and she was unconfortable wth
the level of risk the state was being asked to undertake. But
she was absolutely invested and conmmitted to the state’s
interests in trying to nove this project forward.

5:49: 01 PM
SENATOR GREEN commented that she was not in on the project to
t he end.

DEPUTY COW SSI ONER RUTHERFORD sai d she | eft Novenber 1, 2005.

SENATOR GREEN asked Ms. Rutherford to review her work history
and enpl oynent for the last 10 years or so.

5:49:42 PM

DEPUTY COW SSI ONER RUTHERFORD acqui esced. She said she worked
for DNR from about 1990-2003. In 2003 she resigned and becane a
partner at Jade North with John Shively and Patty Bel owski for
10 or 11 nonths. She decided she did not want to work in the
private sector, so she sold out and rejoined DNR under Tom
Irwin. In Novenber 2005 however, when Tom Irwin was asked to
resign, she went to work for the Mental Health Trust Authority.
She took a |eave of absence from there on Decenber 7th of
Governor Palin's term and then Ileft the Trust Authority
permanently in March to return to DNR

SENATOR GREEN asked who her clients were while working at Jade
Nor t h.

DEPUTY COW SSI ONER RUTHERFORD said she worked with Core [Core
Ol & Gas Limted]. She did a couple of projects for a small oi
and gas conpany that worked in the Cook Inlet and which had a
contract with Foothills Pipelines, and worked with a conpany
doing EIS work for the federal governnent.

SENATOR GREEN asked if she had any direct dealings wth
TransCanada or if it was only through Foothills.

DEPUTY COW SSI ONER RUTHERFORD said she worked on two different
projects with Foothills as a partner with Jade North, which had
a standing contract with Foothills.

5:52:18 PM

SENATOR DYSON said he and Senator MQ@iire probably pay nore
attention to what goes on in Canada than their coll eagues do and
it has always been his view that building a pipeline across
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Canada without a major Canadian partner is problematic. He
t hought just about everyone, including the producers, agreed.
During the stranded gas negotiations, he asked Frank O ark and
Governor Murkowski on several occasions if they understood and
agreed with that. M. dark kept assuring him that the Stranded
Gas Act was designed to push the producers into finding a
partner on the Canadi an side, but it never happened. It bothered
hi m because he never saw the “hooks” in the Stranded Gas Act
that added any incentives to do that. Mk Myers said Al aska
needs a general law to facilitate bringing the parties together
and that the AG A process would encourage a “marriage of
conveni ence” because an independent pipeline conpany that has
the right-of-way permts and the surplus capacity going east
fromthe hub is a huge asset. He felt what they had done was to
change the paradigm from one that was led by the producers and
didnt work, to the opposite, one that has produced an
i ndependent conpany that happens to be Canadian. He added that
the economics are conpelling enough to force the two to get
t oget her.

He also pointed out that, wth regard to the order of
TransCanada’ s projects, at |east one of them was already under
contract so it was logical to go forward with the expansion of
that. He believed M. Palnmer would say that Hal’'s remarks
weren’'t about what the conpany’s priorities are, but about the
| ogical progression of wrk. He had expected the Mackenzie
Vall ey project would be in place already and said he thought
they’d received a letter from TransCanada about the matter but
couldn’t locate it at that nonent.

5:56: 32 PM
SENATOR MCGUI RE asked if they would have an opportunity to speak
with M. Pal ner.

CHAIR HUGGA NS said he would be comng forward after Deputy
Conmi ssioner Rutherford. He asked Senator Dyson if he could find
the TransCanada letter he referred to before M. Palner cones
f orward.

5:54: 40 PM Senat or Bunde j oi ned the neeti ng.

5:57.:07 PM

SENATOR STEDMVAN said when they went through this process, there
was a docunment that canme out in the Resources Conmttee that
used the “insanity quote” and asked the deputy comm ssioner if
she was the author of that quote. He thought it was a little
over the top to say the |east.
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DEPUTY COWM SSI ONER RUTHERFORD said it is sonmething she is in
the habit of saying but that she did not enbed that conmment in
the letter. As head of the gasline team she apol ogized for it,
as she felt the quote was inappropriate in that context.

SENATOR STEDVAN asked if she knew who the author was.

DEPUTY COWM SSI ONER RUTHERFORD sai d she did not.

SENATOR STEDMVAN asked if she was curious enough to ask.

DEPUTY COW SSI ONER RUTHERFORD said things were noving very
quickly at that tine and sonetines escaped w thout adequate
review. She agreed that she could go back and see if anyone

remenbers who did that.

SENATOR STEDMAN said he would appreciate it if she would get
that information back to the commttee.

5:58: 50 PM

CHAIR HUGG NS set up a scenario for the deputy conm ssioner’s
consideration and coment. It assunmes that TransCanada has the
i cense; Stedman Pipeline has expanded to Stednman-Thomas
Pi peline and bought out Denali. They have financing and had a
successful open season in which Conoco Phillips, BP and Exxon

coommitted gas. He wanted to know how she would see things
pl ayi ng out between Stedman- Thomas Pi peline and TransCanada.

DEPUTY COWM SSI ONER RUTHERFORD said she was on record as having
said that should an alternative project, it is free to do so
wi thout any state inducenments. If they want to avail thenselves
of the AG A inducenents without triggering treble damages, they
woul d have to becone partners with TransCanada.

CHAIR HUGE NS asked what happens if the project is running a
paral l el course to the TransCanada project.

DEPUTY COW SSI ONER RUTHERFORD said if the alternative project
noved forward, got to an open season and received gas, nobved on
to all of the field, regulatory, engineering design and
comercial work necessary to get a FERC certificate and was not
asking for anything from the state, it would be l|ike any other
project. It would be going through the normal processes and
every applicable agency would be working to facilitate it as
they would any project. The only problem would be if they wanted
i nducenents fromthe state.
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6: 02: 09 PM
CHAI R HUGE NS asked her to help himout wth the disposition of
the status of their partners, TransCanada, in this scenario.

DEPUTY COW SSI ONER RUTHERFORD said she thinks TransCanada
understands that if another project decides to proceed on its
own w thout any state inducenents, it is absolutely free to do
so. TransCanada, if it becones the AG A |icensee, understands
that is a risk they ve accepted. She assumes TransCanada woul d
just neet the other project at the border; they ve indicate
that's their fall-back alternative all al ong.

CHAIR HUGEA NS wondered if there was any tineline on the
term nation of our relationship with TransCanada in that case.

DEPUTY COW SSI ONER RUTHERFORD said she could not speak to that,
but it would probably becone fairly obvious to both parties at
the time they had in-service, or even at construction, if an
alternative project proceeded w thout inducenents.

CHAIR HUGA NS cl arified that he was concerned about how | ong the
state would continue to grind through that $500 mllion if
anot her project appeared to be proceeding along a successful
tinmeline.

DEPUTY COW SSI ONER RUTHERFORD explained that part of the
state’s assurance under the AGQA license is a commtnent for
this project to proceed to [FERC] certification, even through an
unsuccessful open season. If that stinmulates an alternative
project to proceed alongside it, that isn't a bad thing; but she
doubts that will occur.

6: 04: 37 PM

DEPUTY COW SSI ONER RUTHERFORD admtted that she failed to talk
about AG A's 43.90. 240 abandonnent of the project. The state and
the licensee can nutually agree to abandon the AG A |icense, but
there is no time-line enbedded in that section.

CHAIR HUGA NS reiterated that his concern regarding the tineline

is how long the state continues to spend that $500 mllion,
because at sone point they need to cut their |osses. He said
he'd like to build sone schools with that $500 mllion, if it’'s
avai |l abl e.

DEPUTY COWM SSI ONER RUTHERFORD reiterated that the $500 nmillion
is a commtnment to work through this project. If the state said
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it was not going to proceed after a failed open season, then she
assured him there would be a failed open season. So this is a
commtnment on the state in exchange for commercial values and to
nove the project to the [FERC] certificate. There is risk on
both sides; but she believed the state would end up with a
project that progresses in unison.

6: 06: 03 PM
SENATOR DYSON said that he found the letter that turned out to
be a reaffirmation of TransCanada’s commitnent to neet the
timelines.

6: 06: 51 PM

CHAIR HUGE NS asked if there were any further questions for
Deputy Commi ssioner Rutherford. Seeing that there were none, he
called a brief at ease.

CHAIR HUGGE NS cal l ed the neeting back to order at 7:43:04 PM

7:43: 11 PM
TONY  PALMER, Vice President of Al aska Devel opnent for
TransCanada, Cal gary, Al berta, Canada, introduced hinself.

CHAIR HUGEA NS asked him to give TransCanada's take on sone
figures in a report he had provided to M. Palnmer, which was
prepared by the National Bank of Canada, and alluded to how much
gas was owed to Canada based on certain scenari o0s.

MR. PALMER said he had the opportunity to see the report for the
first time during the supper break. It is a docunent produced by
a former stock analyst for National Bank Financial. There is a 1
page cover note dated Novenber 2002 that refers to a 10 page
study that soneone, in a hand witten note, indicated was a 2001
report. He offered to put sonme of this in context for the
menbers. Reading fromthe third paragraph of the cover note, the
witer stated that:

The contents of the nenorandum unless indicated
otherwi se, reflect solely the results of our study and
at times our provocative interpretation of certain
i ssues. This may chall enge mainstream thinking and if,
and to the extent it does, we view our underlying
objective of stinulating thought and discussion as
met .

He went on to say that the witer does, in fact, have sone very
provocative views. He rem nded themthat this was witten al nost
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six years ago and directed their attention to page 4, where the
witer reconmends that if Al aska noves gas through a pipeline,
he favors the Northern, submarine route from the North Slope to
the Delta and thence along the Mackenzie Valley. In fact he
gives sonme other alternatives including gas by wire, conversion
of gas to electricity in the arctic and transm ssion to markets;
gas to liquids conversion; gas by liquifaction, or LNG and
shi pment by ice-strengthened tankers to markets in the Atlantic
Basin and the Pacific Rm and lastly and nost controversial, is
a gas by seafood/neat, “conversion of gas through fernentation
into a product consisting of 70.6 percent protein for fish
farmng in southern Alaska and elsewhere, neat and poultry
i ndustries and probably human consunption.”

CHAIR HUGA NS interrupted to ask if it was a Canadian or an
Al askan who did this study.

MR. PALMER answered that this gentleman is a Canadian. He
continued, “This product generates by far the highest value
added for arctic gas.” So converting by seafood and neat into
fish farns seenms to be his reconmendation. Speaking to the
specific issue that Senator Huggins asked himto respond to, M.
Pal mer said the witer does nake reference to what he calls "the
nasty little secret,” which he refers to as the understanding
between the USA and Canada, that in return for ®“gas exported
through the pre-build facilities of the (never-conpleted) Al aska
Nat ur al Gas Transportation System (ANGST) prior to its
conpletion,” the USA would repay Canada with Al askan gas, once
an Al askan gas pipeline (AG) is conpleted. The witer goes on
to say nore than 12 tcf of Canadi an gas has been exported, hence
the US may wish to avoid building an Alaska Gas Pipeline “lest
the ‘nasty little secret’ be awakened fromits slunber.”

MR. PALMER asked what Chair Huggins would like him to coment
on.

CHAIR HUGGE NS asked if Alaskans should be concerned by any
scenario that mght cone to light in which Al askan gas is
obligated to Canada. He added that docunent was given to him by
a participant earlier in the week.

7:48: 21 PM

MR. PALMER said there is nothing in the treaty between Canada
and the United States that relates to this. He stressed that
even if that were the case, Canada does not need Al aska's gas

Canada is exporting nore than 50 percent of its production of
gas. Western Canada produces approximtely 16 bcf/day of gas and
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exports 9 bcf/day to the Lower 48. \Wen this Al aska gas project
is projected to be in place, it is expected that Canada wl|
continue to have a surplus of 6 to 7 bcf/day. He affirned that
Al askan gas, if delivered at that tinme, wll reduce the
transportation costs for Western Canadi an producers; but Canada
does not need Al askan gas. They don’t need it for the oil sands;
they don’'t need it for electric generation; and they don’t need
it for residential, commercial or industrial use.

CHAIR HUGA NS said when he was down in the oil sands, he heard
an expectation that there would be a grow ng demand for a source
of energy to make the tar sands work, and one thing that was
di scussed was Al aska’'s natural gas. He also read in newspapers
in and about Alberta that exploration and developnment was
decreasing because of the comerciality of natural gas as
opposed to the tar sands.

7:51: 34 PM
MR. PALMER agreed that there is expected to be a significant
demand increase in Wstern Canada for natural gas and that

Western Canadian supply wll be relatively flat. But that
grow ng demand in the oil sands is expected to be in the area of
2 bcf/day in the next decade, which nmeans there will still be a

surplus of 6 to 7 bcf/day of Wstern Canadian gas to be exported
to the Lower 48 narket.

7.52:28 PM

SENATOR DYSON was intrigued by the idea that the Canadian
government coul d sonehow conmandeer our gas. He said that, as he
understands it, the shippers will put their gas into a pipeline
and it wll be delivered to a narket they have determ ned;
TransCanada is no different from a railroad that soneone ships
freight on. He asked M. Pal nmer under what circunstances either
commer ci al interests or the governnent of Canada could
commandeer Al aska gas.

7:53:14 PM

MR. PALMER responded that Canada and the United States have a
treaty Canada and the United States that protects gas in transit
from one country through the other and back into the originating

country. That protection wll be afforded to Alaskan gas.
TransCanada, if granted this license and if they construct this
project, will not own the gas or direct it; they will be exactly

like a railway, noving gas to where their custonmers indicate it
shoul d go. So, he said, he was not aware of any way in which the
government of Canada coul d commandeer Al aska’ s gas.
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SENATOR DYSON said he assuned the shippers would have a |ong-
term contract.

7:54: 45 PM
MR. PALMER corrected that nost gas is now sold into the short-
term market. Shi ppers can still enter into a long-term

comm tment, but often choose not to do so. They generally sel
their gas into a liquid hub or into a city gate and do not have
a long-term market.

7:55:22 PM

CHAIR HUGGE NS thanked him and apol ogized if he was offended by
his bringing up the docunent discussed earlier; but naintained
that, if the questions are raised they should be asked.

MR PALMER insisted that he took no offense.

SENATOR MCGUI RE referred to conversations about the inportance
of the Mackenzie line and said she would Iike an explanation in
layman’s terns of how this would all “marry up” in tinme because,
as Senator Dyson said earlier, the expectation was that the
MacKenzie |line would have already been built. She asked how the
reality will play out when there are two projects that require
steel, manpower and TransCanada’'s attention as a conpany.

7:57: 24 PM

MR. PALMER noted that TransCanada has a nodest role (3 to 5
percent) in the Mackenzie project, which is led by an Exxon
subsidiary called Inmperial G, and includes Shell and Conoco
Phillips. There is also a partnership called the Aboriginal
Pipeline Goup that has the opportunity to take a significant
position in the project and TransCanada is funding that. He said
that project is still in the regulatory process and has been for
nmore than four years. They expect to get a decision next year.
If that occurs and if the sponsors have reached a resolution
with the governnent of Canada on fiscal terns, they believe it
can be conpleted (in service) by 2014 to 2015. The schedul e

TransCanada has put forward projects that, if they are granted
this license, they will nove forward [with the Al aska pipeline]
and be in service by 2018, assumng they are successful in

getting regulatory approval and attracting custoners. They
believe that if those projects remain 2 to 4 years apart for in-
service, that will be optinmum for both in terms of staging |abor
and materials. |If +they start to overlap, that could be
probl ematic for both projects.
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The governnment of Canada has stated publicly many tines that
they would prefer to have Mackenzie gas finished first; however,
they have also committed in a treaty with the governnment of the
United States to expedite this project, and that treaty remains
in place. That assunes that the project is built by TransCanada;
Foothills is the named Canadi an sponsor under that treaty. So it
appears that if Mckenzie works its way through the regulatory
process as expected, they should nove ahead wi thout conflict. If
MacKenzie is delayed, this project may experience sonme higher
costs. If this project is approved by the legislature and has a
successful open season, it will be in construction by 2015 and
in production by 2018.

8:02:18 PM

SENATOR MCGUI RE questioned what TransCanada’s position will be
if there is a delay and the project schedules bunp into each
ot her .

MR. PALMER answered that their obligation would be clear. |If
TransCanada has this |license, is successful wth the regulatory
process on this project and can attract custoners, they have an
obligation to this project. He stressed that they want to see
this project conpleted. He adnmitted that they also thought the
Mackenzi e project would be conpleted by this tine. He pointed
out that when TC originally started working on this project,
they thought it would be in service by 2008, but it too was
del ayed. “We have no control over the regulatory process” he
sai d.

8:05:16 PM

SENATOR MCGQUIRE ventured, “So this project goes through a
special office, not the NEB, and you are saying that if
everything works as it is supposed to, you wll <continue to
operate in the |logical economc manner to conplete this project
regardl ess of political pressures.”

MR. PALMER advised that the project has to be econonmic, from a
custoner standpoint and everyone else's. If it is, they will be
highly notivated to conplete it.

8:08: 09 PM

SENATOR THOVAS asked if, with the concern to open the
continental shelf and ANWR, there is a possibility of MacKenzie
going by an "over the top" route.

MR. PALMER said TransCanada was one of the original 30 conpanies
involved in the Arctic gas project, which did not receive
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regul atory approval. TransCanada has not |ooked at that
alternative in at |east seven years; but they did look at the
potential savings of going off-shore and determned that the
savi ngs as opposed to goi ng down the highway were too mninal to
offset the additional risks. There were also environnental,
political and other issues.

8:.12: 25 PM
CHAIR HUGA NS asked again whether TransCanada was prepared to
indemmify the state of Al aska regarding the w thdrawn partners.

MR. PALMER said that issue has been addressed by a nunber of
parties; TransCanada has, through its conmtnment not to attenpt
to recover damages, has already indemmified the state of Al aska
for the roles it intends to play. Wth regard to the debate by
sonme parties that sonmehow FERC woul d grant the inclusion wthout
TransCanada having requested it, he said he has never seen that
occur in his 23 years in front of the National Energy Board.
Furt hernore, he does not believe the FERC would grant it even if
they did seek it.

CHAIR HUGA NS persisted that his question remains if TransCanada
will indemify the state.

VR. PALMER responded “Senator Huggins, if the state is
requesting from TransCanada a blanket indemification for any
possi ble outcome that one can inmmgine, that is not sonething

that any corporation will take on lightly.” He insisted that
TransCanada has been responsive to the roles it thinks the state
will have and, in the event that the state chooses to becone an
equity partner in the future, it will deal with the state of

Al aska on that issue as it would any potential equity partner;
but that is a very different thing from granting the state of
Al aska a bl anket indemity for any possible outcone.

CHAIR HUGA NS pointed out that he did not say “blanket.” He
asked if they would provide a qualified indemification.

MR. PALMER returned “Wth regard to what?”

8:16: 00 PM

CHAIR HUGGE NS responded that the letters from w thdrawn partners
were not conforting; they were unwilling to waive any future
rights.
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MR. PALMER repeated that the Ilicense contains TransCanada’s
responses to this issue. Their responses are clear; they have
agreed not to seek to include any danages in the rates.

CHAIR HUGE NS challenged “If you think we're already
indermified, wll you formalize that in an indemification
process that is |legal and binding for you and for us?”

MR. PALMER insisted that it is already l|legal and binding on
them TransCanada has already indicated clearly and repeatedly
it will not seek to recover this in the rates.

8:17:46 PM

SENATOR CREEN asked Chair Huggins if he recalled the FERC
representatives saying in a previous neeting that, if there were
an adverse court decision regarding wthdrawn partners, FERC
woul d consider adding it into the rate.

CHAIR HUGA NS said that is how he renenbers it.

8:19: 05 PM

SENATOR GREEN questioned whether, if the state established a
partnership with TransCanada, the plaintiffs in any litigation
with TransCanada could go to the deep pockets of the state to
settle its claim

8:19:45 PM
MR. PALMER asked Senator Green to define “partners.”

SENATOR GREEN coul d not do so.

MR. PALMER said he couldn't give a legal opinion, but the
state's legal advisors did not feel there was any risk to the
state in their current status. He pointed out that if the state
became an equity partner at sonme time, those new agreenents
m ght include indemification.

He reiterated that the regulatory body cannot add any damages
into the rates if a pipeline does not seek to pass them on to
t he shippers and TransCanada agreed not to seek to recover those
damages shoul d any occur.

8:23:15 PM

SENATOR GREEN said the issue, as she understood it when they
talked to the FERC, was that if a fornmer partner prevailed
[ agai nst TransCanada] in a litigation and there was an anount
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owi ng, they could request a rate adjustnment in order to pay
damages or for the liability.

MR. PALMER declined to comrent on that because he was not at the
neeting she referred to, but stated that in 23 years of his
per sonal experience, the regulatory body has never added
anything into the rate without a request by the pipeline.

8: 25: 08 PM
CHAI R HUGE NS announced a brief at ease.

CHAIR HUGG NS cal |l ed the neeting back to order at 8:30:25 PM

MR. PALMER said he wanted to be clear that he was not
m sunder st anding Senator G een's question. She said the FERC
said if a request cane before them they would consider it; and
he was trying to express that the only way it would conme before
the FERC is if TransCanada sought that recovery, which they
would not do. In the event that it did, it was his belief the
FERC would not grant it; but clearly TransCanada would not put
it before the FERC.

8:31:21 PM

SENATOR GREEN admitted this is uncharted ground. She said what
t hey discussed was, if there were litigation and the plaintiff
won, and the FERC had said that the rate increase would be paid
by TransCanada and reinbursed to the litigant.... It was an
interesting conversation, she said, and she wished all of it was
on the record. It did give her sonme insight into the workings of
FERC. She had thought it was very rigid; but +the FERC
representatives explained that theirs is a process of
del i berati on and choi ces.

MR. PALMER assured Senator Geen that, in the event the scenario
she painted turned out to be accurate, that there was successful
l[itigation resulting in a liability to TransCanada, the state
has their commtnment in the license that they will not seek to
recover it in the rates.

8:33:47 PM
CHAIR HUGGA NS asked M. Palmer if he had said there is a single
regul atory agency in Canada.

MR. PALMER anended that Canada has a “single w ndow regulatory
agency”.

CHAI R HUGE NS asked himto explain that.
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MR. PALMER clarified that all regulatory matters for this
project wll go through a single agency rather than making it
negotiate with all the various regulatory offices individually.

8:34:57 PM
CHAIR HUGA NS asked how many people are in that single w ndow
agency.

MR. PALMER said there are two at this tinme, but hundreds would
be seconded to the agency to handle this process when needed.

CHAIR HUGE NS wondered if M. Palner could comment on the fact
that the Canadian Governnent had not nmde anyone available to
speak with the legislature thus far.

8:36: 29 PM
MR. PALMER countered that he could not speak to what the
Canadi an Governnment would or would not do.

8:37:48 PM

CHAI R HUGA NS pressed that he was di sappoi nted, given that there
is a treaty, that they haven't been able to have a conversation
about process.

MR. PALMER said he does not profess to be an expert in these
matters, but he is not aware that Canadi an governnent officials
appear in front of other |legislative bodies from other
governments. At |east, he has not seen them appear before other
| egi slative bodies in other countries.

CHAI R HUGA NS asked when he would anticipate that the interface
between Al aska and the Canadian Governnent would start to
mat ur e.

MR. PALMER said he understands that the Canadi an regul ators have
been neeting with Drue Pearce, the Federal Coordinator for this
project, but he was not privy to the subject of those
di scussions. He could only say there have been discussions
bet ween the two gover nnents.

8:39: 07 PM

SENATOR MCGQUI RE said she tried to nediate this matter |ast week
and could only say that, for this to be successful there needs
to be a concerted effort to facilitate direct conmunication
bet ween the governnment of Canada and the State of Alaska. The
federal governnent doesn’'t always represent what Al aska thinks
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and this is Alaska's project. The respect that people show each
other in ternms of willingness to participate is really inportant
and, if this is ever to be successful, that has to inprove.

8:41:09 PM

MR. PALMER sai d he understands and appreciates Senator MCQuire’s
feelings. TransCanada has always tried to be respectful of
Al aska’s process and if the project noves forward, they wll
certainly express Alaska's views to the Canadi an Governnent.

8:42:11 PM

SENATOR DYSON said he has met wth representatives of the
Canadi an Governnment and received a very positive response on
this matter. He did not see any |ack of cooperation, respect, or
ent husiasm on their parts and expects that if Al aska had sent a
del egation to neet with them they would have received an
equal |y positive reception.

8:43:51 PM

SENATOR MCGUI RE said she was disappointed |ast week because she
has had such positive interactions with the Canadi an governnent
in the past that she hoped to be able to bring the parties
t oget her.

8:45: 31 PM
CHAIR HUGA NS called a brief at ease.

8:.46: 18 PM
CHAIR HUGA NS called the neeting back to order and announced
that HB 3001 was before the commttee.

SENATOR STEDVMAN noved to bring HB 3001 (efd fld) before the
commttee. There being no objection, the notion carried.

CHAIR HUGA NS stated that he would entertain amendnents at this
time. Copies were passed out to the commttee nenbers.

8:47:01 PM
SENATOR MCGUI RE noved to adopt Anendnent 1.

25- GH3055\ AA. 8
Chenowet h/ Bul | ock
AVENDVENT 1

OFFERED | N THE SENATE
TO HB 3001(efd fld)
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Page 1, following line 10:
Insert a new bill section to read:

"* Sec. 2. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:
CONTI NGENT EFFECT OF LI CENSE APPROVAL: | NDEWNI FI CATI ON
FOR LIABILITIES TO WTHDRAWN PARTNERS. (a) The
provisions of sec. 1 of this Act are contingent on the
comm ssioner of revenue and the conm ssioner of
natural resources obtaining from the I|icensee the
licensee's witten agreenent that the state will not
reinburse the licensee for qualified expenditures
under AS 43.90.110(a) (1) bef ore t he i censee
indermifies the state against any |oss of revenue
because of a liability of the licensee to w thdrawn
partners. The indemification is required regardless
of whether the state receives its royalty share of the
production of natural gas in kind or in value. In this

subsection, "licensee" includes the licensee and a
successor in interest to the |licensee subject to
AS 43. 90.

(b) To inplenent this section, the comm ssioner of
revenue, in consultation with the conmm ssioner of

natural resources and the attorney general, shal

(D) review the partnership agreenent and other
docunents associated wth the Alaskan Northwest
Nat ural Gas Transportati on Conpany, commonly referred
to a ANNGIC,

(2) identify the partners and the successors in
interest to the partners in the Al askan Northwest
Nat ural Gas Transportati on Conpany;

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

(4) determne the effect on revenue to the state
should the licensee be found liable to a partner or
successor to a partner under the partnership agreenent
and other agreenents between the partners and their
successors in the Alaskan Northwest Natural Gas
Transportati on Conpany; the effect on revenue to the
state incl udes

(A the costs associated with delays in the
construction of the project;
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(B) an effect on the tariff;

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

(D) the effect on the state if the state
acquires an ownership interest in the project; and

(EB) other effects on revenue to the state
identified by the conm ssioner of revenue; and
(5) determine the form and anount of

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

(c) Unless the parties otherwise agree, an
agreenent entered into under this section may provide
that a dispute between the commi ssioner of revenue and
the licensee over the extent of any liability of the
licensee determned under this section and the form
and anount of indemification required to be provided
by the licensee shall be resolved under AS 44.62.330 -
44.62. 630 (Adm nistrative Procedure Act) or other form
of alternative dispute resolution agreed to by the
licensee and the comm ssioner of revenue, in
consultation with the attorney general.

(d) In this section,

(1) "licensee"” and "project” have the neanings
given in AS 43.90. 900;

(2) "W t hdrawn partners" neans the partners and
successors in interest to the partners of the Al askan
Nor t hwest Nat ur al Gas Transportation Conpany

identified by the conmm ssioner of revenue in (b)(2) of
this section.”

SENATOR ELTON obj ect ed.

SENATOR MCGUI RE spoke to Amendnent 1, saying it would put in
place a clarification that the state of Alaska is indemified
for the liabilities that may be outstanding on the part of
TransCanada or TC Alaska to its wthdrawn partners. She was
unfamliar with this nethod of contracting, wherein a statute, a
request for information and a license application form what is
to be the legally binding docunent, and said she would be nore
confortable if it was made very clear in Alaska law. As for the
statenent that anmending this [bill] would negate the process,
she cautioned the body against such a pattern if it were to
continue. That said, she continued, this would neke it a
contingent effect of Ilicense approval, which is conpletely
within their power.
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8:53: 36 PM

She insisted that adding this condition is distinct and
different from anending AG A, which could perhaps trigger a due
process challenge. She added that, even in that case, a due
process challenge would only be brought if TC Al aska decided
that it was not its intent to indemify the state; and
everything she had heard so far indicated that they would not
bring that claim

SENATOR MCGQUIRE read the followng |egal precedent into the
record. (From Cooley Treatise on Statutory Limtations, First
Edition.)

But it is not always essential that a |legislative act
should be a conpleted statute which nust, in any
event, take effect as law at the tine it |eaves the
hands of the legislative departnment. A statute may be
conditional, and its taking effect nay be nmade to
depend upon sone subsequent event.

The effective date put into Alaska s |aws does have neaning; it
triggers the operational effect of the law A statute may be
conditional and it may be made to be conditional upon a
subsequent event. In this case, the subsequent event would be a
grant of indemification to the state of Alaska for the
wi t hdrawn partner liability.

She read the following additional |egal passages from case |aw

in the NNnth Crcuit Court: “It may be the case that a statute
is not operative as law until the date at which it takes
effect...” and “The taking effect of an enacted statute my be

made contingent on the occurrence of one or nore stated
conditions. In that event, the statute does not becone effective
until the condition or conditions have been fulfilled.”

From Singer/Sutherland Statutes and Statutory Construction: “A
statute may take effect upon the happening of a contingency such
as a passage of a law in another jurisdiction, a vote of the
peopl e, or the passage of a constitutional anmendnent.”

8:56: 55 PM

Finally, she stated that the argunent used to support the
amendnent is that the legislature’s agreenent to award the
license to the prospective licensee takes effect on the
effective date of the section giving approval; but the active
operation of that |egal provision becones conplete only if the
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contingency or contingencies identified in this amendnent are
satisfied.

SENATOR MCGQUIRE said this amendnent is nmeant to protect the
people of the state of Al aska from what she believes has already
been agreed to. Should TransCanada and the state of Al aska
decide to enter into an equity agreenent, this can be revisited.

SENATOR ELTON voiced several reasons for his objection. First,
he noted that this is a very unusual approach to partnerships.
The relationship Alaska has with explorers who are drilling on
| eases could be construed as a partnership because Alaska is
paying 20 percent of the exploration costs; but the explorers
have never been required to provide an indemity agreenent to
protect the state fromformer or current partners.

8:59: 52 PM

Second, he was nervous about the |anguage on page 2, which seens
willing to concede that the state’'s liability exposure is
extrenely broad. It suggests that the liability exposure even
covers construction delay costs. He was not willing to concede

that at the table or in law, and he was certainly not wlling
for the legislature to suggest to any potential ©partner,
i ncluding TransCanada, that things |ike construction cost del ays
could be part of an action.

SENATOR ELTON was particularly unconfortable with the idea of
passing this anendnent wthout nore consideration. The bil
itself had, over the course of several nonths, been exam ned and
di scussed in mnute detail; this amendnent would dramatically
expand the bill wthout that kind of careful deliberation. He
did not intend to inply that it was a bad idea; but suggested
that they would be acting hastily to pass it wthout even an
evening to consider the inplications. In fact, he said, he would
prefer that it be offered on the floor, giving comrttee nenbers
2 days to review it before being asked to vote.

Anot her concern, he admtted, is that this action would change
the terms of the license by adding another threshold question
before a license can be issued. That suggests the state is
addi ng another condition that wasn't part of the RFA process and
he believed that 2 things could happen that he thought were bad:
1) the potential |icensee wal ks away, or 2) the state gets sued.
He would have felt mnuch better had this been part of the public
debat e process.

9:05: 57 PM
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SENATOR W ELECHOWBKI said he would al so oppose the notion. He
opined that if they ask enough |awers they' |l get different
answers as to whether it is a "nust have" that changes the RFP
but he thinks there is a danger it could. He referenced page 2,
line 11, which requires the Conm ssioner of Revenue in
consultation wth the Conmm ssioner of Natural Resources and the
Attorney Ceneral “to determine the form and anmount of
indemmification required to be provided by the licensee.” He
submtted that there is a real danger we put the entire |icense
at stake by approving this. Qutside of the legal ramfications,
he questioned what kind of signal they would send to the
busi ness community by doing this. Wat kind of signal would this
send to future producers and explorers who mght want to do
busi ness in Al aska?

He pointed out that he has been a |lawer for a nunber of years
and, although he has been “wacking his brain,” he could not
envision any scenario in which the state could get sued under
this license. Fourth, even if there was sone potential for
litability here, TransCanada had commtted that they would not
include it in their rates.

9: 08: 54 PM

SENATOR GREEN said one of the reasons for bringing an anmendnent
in commttee is that the response on the floor is likely to be
“I'f this is so inportant, why wasn't it offered in commttee?”
She added that, if anything would make producers, operators and
others hesitate to cone to the state, it would not be this
provi sion but the PPT they passed | ast year.

9:09: 31 PM

SENATOR WAGONER said they need to look at why this canme before
them it was when one of the major producers talked about
W t hdrawn partner | anguage.

9: 09: 57 PM
SENATOR GREEN interrupted that to assign notivation to the giver
of an anmendnment is not appropriate.

CHAI R HUGGE NS chided that Senator Wagoner should |et the maker
of the anmendnent speak to her notivation.

SENATOR WAGONER returned that he was not referring to the
notivation of the maker of the amendnment, but about the way this
came before them not tonight, but when they first began tal king
about w thdrawn partners. This sane producer, he said, has now
entered into a 50/50 partnership on a nmgjor construction project
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called Keystone with the pipeline conpany they are talKking
about. If there’'s a liability hanging out there, they certainly
didn't see it when they entered into a contract wth TransCanada
to do the other project. So, he felt they should not have to
worry about indemifying the state and he would be voting
agai nst the anendnent.

9:11:46 PM

CHAIR HUGGA NS insisted that this isn’'t about other conpanies
that enter into contracts with Keystone; this is about Al aska.
If it is so benign and such a low risk, he asked, why not
formalize it?

9:12: 24 PM

SENATOR WAGONER admitted he is not an attorney, but is sure the
other conpanies he nentioned do have attorneys. For the
| egislature to play the part of an attorney and try to indemify
the state against w thdrawmn partners by passing an anmendnent
with so little time to consider it is not sonething he can
support .

9:13:12 PM
CHAIR HUGGA NS stated that if they want to reconvene the neeting
in the norning, they can do that.

9:13:32 PM
SENATOR ELTON said he would prefer the anendnent be offered on
the floor two days hence, when they ve had tinme to study it.

9:13: 58 PM
SENATOR GREEN said she is trying to figure out if the analogy to
Keystone i s even an appropriate one.

9:14: 26 PM

SENATOR WAGONER said he was sinply making the point that
Keystone’s partners would go for deep pockets if they could and
TransCanada has deep pockets.

9:15: 01 PM

SENATOR DYSON expressed concern about their process. Senator
El ton suggested dealing with this on the floor in tw days, he
said, but if they are going to pass any anendnents, they need to
go from second to third and reconsideration on the sanme day in
order to give a conference conmttee time to work and for both
bodies to ratify the product of that conference commttee.

9:16: 45 PM
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CHAIR HUGGA NS called a brief at ease.

9:17:13 PM

CHAIR HUGA NS called the neeting back to order. He clarified
that they've been tal king about this subject for the past couple
of days and his inclination is not to put off wuntil tonorrow
what they can do today. He rem nded people that they can repea

amendnents and said he hopes they aren't going to mnmake their
deci sions based on how nany pages a bill is. As to the anmendnent
opening the state up to litigation, that's what it is supposed
to avoid.

9:20: 17 PM

SENATOR MCGUI RE said she doesn’t subscribe to using the process
to manipulate the issue; she has been concerned that nuch of
what they are relying on has not been reduced to witing.
TransCanada has already said they will not seek to recover any
damages, she said, and if that is the agreenment already, there
is no reason not to formalize it in witing.

She withdrew the anendnent, but expressed her hope that those
who requested that did so out of a sincere desire to study the
i ssue, not just to find nore reasons not to vote for it.

9:25: 26 PM

SENATOR ELTON said he appreciated the discussion and the fact
that Senator MQiire agreed to withdraw the anmendnent at this
tinme. An idea that has nerit should be addressed carefully and
not in a way that nay have uni ntended repercussions.

9:27:13 PM

SENATOR OLSON asked Chair Huggins if they d have outside people
give their opinion on what this amendnent woul d do, because they
won't have that opportunity on the floor.

9:28: 30 PM
SENATOR MCGUI RE noved to adopt Amendnent 2.

CHAIR HUGGA NS called an at ease at 9:29:03 PM and called the
neeti ng back to order at 9:30:52 PM

25- GH3055\ AA. 9
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AMENDMENT 2

OFFERED | N THE SENATE
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TO  HB 3001(efd fld)

Page 1, line 3, followng "Act":

Insert "; and providing for an effective date"

Page 1, following line 10:
Insert new bill sections to read:

"* Sec. 2. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:
CONTI NGENT EFFECT OF LI CENSE APPROVAL. The provisions
of sec. 1 of this Act are contingent on

(1) the witten offer of the parties identified

jointly as the licensee in sec. 1 of this Act to the
parties having control of significant North Slope
natural gas reserves that are proposing an alternative
natural gas pipeline project to participate in good
faith negotiations as described in this paragraph,
and, if the offer is accepted, the negotiation in good
faith as described in the paragraph; the negotiations
shall seek to secure commobn agreenent to elimnate
proposal s for conpeting natural gas pipeline projects,
as that phrase is defined in AS 43.90.440, for North
Sl ope natural gas reserves; it is material to the
state's interest in the negotiations that an agreenent
between the parties have the result of foregoing the

need for issuance of a |license wunder AS 43.90,
i ncluding the appropriation of |icensee reinbursenents
as authorized by AS 43.90.110(a)(1); to inplenment this
par agr aph,
(A) negotiations shall be conducted anong
(1) the comm ssioners of revenue and
nat ur al resources or their respective
representatives;
(1) representatives of the parties

identified jointly as the licensee in sec. 1 of
this Act; and
(ti1) representatives of the parties having
control of significant North Slope natural gas
reserves that are proposing an alternative
nat ural gas pipeline project;
(B) the parties identified in (A of this
par agraph may
(1) i ncl ude in t he negoti ati ons
representatives of other entities whose presence
may be useful to achieve the outcone described in
this paragraph, as these parties may nutually
agree; and
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(ii) agree to conduct the negotiations with
or without use of the services of a nediator, as
the parties nmay thenselves determne; if the
parties agree to use of the services of a
medi ator, the mnediator shall be a person whose
identity is mutually agreeable to the parties;
and

(© negotiations undertaken under this section
are not to be considered neetings of a governnenta
body of a public entity of the state that are
subject to the requirenents of AS 44.62.310 -
44.62. 312; and

(2) the passage of a nunber of days set out in
this paragraph following the condition described in
the corresponding subparagraph; when the condition

described in this paragraph has been net, the
comm ssioners of natural resources and revenue shall
issue the license; under this par agr aph, t he
conm ssioners may not issue the license before the

effective date of sec. 1 of this Act, and
(A unl ess subject to the limtation set out
in this subparagraph, shall issue the license not
sooner than 180 days after the date of fina
execution of the conmon agreenent anong the parties
that is substantially as described in (1) of this

secti on; however, i f, under the ternms of that
agreenent, the parties consent to forego the need
for issuance of a l|icense under AS 43.90, then,

notw t hstanding any other provision of law, the
conmi ssioners may not issue the |icense; or
(B) shall issue the license not sooner than 45
days after the earlier of the date that
(1) the comm ssioners advise the governor
that one or nore of the parties described in
(D)(A)(iii) of this section have notified them
or either of them that the party or parties wll
not participate in the negotiations described in
this section; or
(1) the parties described in (1)(A(ii)
and (1)(A)(iii) of this section certify to the
governor that they have nutually agreed that
negotiations to secure the comobn agreenent as
described in (1) of this section to elimnate
proposals for conpeting natural gas pipeline
projects for North Slope natural gas reserves
cannot be obtai ned.
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* Sec. 3. Section 2 of this Act takes effect
i mredi ately under AS 01.10.070(c)."

9:31: 35 PM
SENATOR MCGQUIRE explained this anmendnent would delay the
effective date of the license until the conm ssioners of the

Department of Natural Resources and the Departnent of Revenue
have attenpted to negotiate an agreenent between the parties
[the North Slope producers and TransCanada] to elimnate
conpeting gas pipeline proposals. She warned that if the state
grants an exclusive |license and the producers do not bid at open
season, it could be a disaster. This anmendment allows for a
“cooling off” period and nore conmuni cati on between the parties.
If they cannot reach an agreenment through negotiation, the
license will go into effect; so the sane hamrer that the
adm ni stration has been tal king about is still out there.

Then SENATOR MCGUI RE wi t hdrew Anendnent 2.

9:35:52 PM
CHAI R HUGA NS asked for final questions or comrents on Amendnent
2 and for any other amendnents.

SENATOR STEDVAN noved to report HB 3001 (efd/fld), from
commttee with individual.

SENATOR GREEN obj ect ed.

A role call vote was taken. Senators Welechowski, d son,
Thomas, Stevens, Elton, Wagoner, Dyson voted yea; Senators
Hof fman, McQuire, Stedman, G een, Huggins voted nay; therefore
HB 3001 (efd/fld) passed fromcommttee.

The comm ttee adjourned at 9:39:24 PM
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