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CHAIR CHARLIE HUGEA NS called the Senate Resources Standing
Commttee neeting to order at 3:35:51 PM Present at the call to
order were Senators Stedman, Geen, Welechowski, MCuire,
Wagoner and Huggi ns.

3:37:23 PM
CHAIR HUGE NS revi ewed Drue Pearce’s resources background.

The Al aska Natural Gas Pipeline
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3:37:57 PM

DRUE PEARCE, Feder al Coor di nat or, Al aska Nat ur al Gas
Transportation Projects, presented a power point on the Al aska
natural gas pipeline. She said she would give them an idea of
the sort of cooperative efforts she would be |eading as they all
work toward their nutual goal of commrercializing Al askan’s North
Sl ope gas.

M5. PEARCE said the natural gas line project is unprecedented in
size and scope. A highway configuration is approximtely 450
percent |onger than the Trans Al aska Pipeline System (TAPS); it
has a couple of international boundary crossings that need
cross-border coordination. It’s much bigger than a typica
| arge-di aneter transm ssion pipeline and at the nonment both the
AG A applicant and the alternative ConocoPhillips proposa
contenplate building a 48-inch line that will be entirely buried
along much of the route (going through permafrost) except at
certain river crossings and in seismc hazard areas. The
pi peline project will go through three different provinces in
Canada: the Yukon, British Colunbia and Al berta. The Al askan
portion is a little less than 800 mles; the Canadian side is
even | onger.

3:39:49 PM

She said the original federal |I|egislation authorizing the gas
pi peline was passed in 1976 — even before the startup of TAPS in
1977. The entire project was not devel oped due to the high cost
of construction and the | ow price of gas.

M5. PEARCE said a pipeline was built under the old Al aska
Natural Gas Transportation Act (ANGIA); it was called the
prebuild and consisted of over 1500 nmles of natural gas
pi peline bringing gas out of Alberta and the Alberta Hub to the
Lower 48. The Departnent of the Interior issued right-of-way
(ROW to Northwest in 1980 and that is in existence today. The
present Al aska Natural Gas Transportation System (ANTGS) ROW is
owned excl usively by TransCanada.

The Al aska Natural Gas Pipeline Act of 2004 and 2007 Energy Bil
techni cal anmendnments brought her agency into existence. She

explained that the Energy Bill didn't go through Congress,
however, so the 2004 act was attached to a Departnment of Defense
appropriations bill, which worked. So the Ofice of the Federa

Coordi nator (OFC) was created. It did a nunber of other things;
it says that the ANGTA certificate that is owned by TransCanada
continues to be valid; Congress reaffirnmed that validity. It
al so says that applications to build a pipeline can cone under
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the Natural Gas Act and those applications would cone to Federal
Energy Regul atory Comm ssion (FERC) for licensing. It bans the
over-the-top route that would connect our North Slope by
pipeline to the MicKenzie Delta pipeline and bring gas
presumably to the Lower 48. It confirmed the public need and the
downstream capacity; so an applicant doesn’t have to reestablish

that. It authorized a loan guarantee program of up to $20
billion. It authorized an alternative construction study.

3:43: 50 PM

It directed FERC to create open season rules, which it has
conpleted and pronul gated. | t names FERC as the lead

environmental agency if an application conmes in under the
Natural Gas Act. The FERC would be the |ead agency on the
Environnental Inpact Statement (EIS) for National Environnental
Policy Act (NEPA). The EIS FERC would do also has to act as the
paperwork for all the other federal agencies to issue permts,
rights-of-way, their certificates or whatever each agency has to
do.

3:44: 36 PM

Two anmendnents under the 2007 Energy bill, which just passed,
allow her office to run nore easily. For one, it has a Title V
exenption for hiring federal enployees. Her enployees wll get
all the benefits of federal enployees, but they wll be
considered to be admnistratively directed so when she hires
soneone it can be just for a period of tinme. This is inportant

because the sort of expertise she wll need during the
permtting phase will be very different from the expertise she
wi |l need when doing inspections during the construction phase.

She sees her staffing peaking, going back down and peaking a
second tinme with the higher peak during the construction phase.
She al so has reinbursenent authority so contractors will pay the
costs that are directly attributable to their application.

3:46: 21 PM

M5. PEARCE explained that the 2004 federal tax package had
accelerated depreciation for the pipeline, but not a gas
processing plant. However, it allows an enhanced oil recovery
tax credit for a gas processing plant that al so produces CO2 for
reinjection into the fields.

M5. PEARCE said she was nomnated for her position by the
President in June 2006 and the Senate acted quickly to confirm
her in August 2006. The Vice President swore her in and all the
old authorities of the Federal I nspector from the 1976
| egi sl ati on cane over with her.
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3:48:11 PM

She said the Federal Coordinator ensures the expeditious
di scharge and conpliance of all related activities by federal
agencies. She has the power to prohibition certain terns and
conditions that agencies mght try to put on the applicant. She
can al so prohibit certain action by federal agencies.

The federal coordinator also has primary surveillance and
nmonitoring responsibility for the project on both federal and
private |ands; and the legislation instructs her to have an MU
with the State of Alaska (for state lands) so that they share
that primary surveillance and nonitoring responsibility.

3:49: 54 PM

M5. PEARCE explained that FERC as the lead agency wll use a
pre-filing process to facilitate pre-application dialogue
between all the stakeholders, including permtting agencies.
It’s particularly inmportant that the federal coordinator insures
that the -eventual applicant has a governnent-to-governnment
dialogue with the Tribes; so the president wote an executive
order to insure that takes place.

One of her jobs is to nediate disagreenents between state
agenci es, federals agencies, between state and federal agencies,
between the applicant and the federal agencies or between
st akehol ders and federal agencies. The idea is to fix problens
instead of letting them to drag out. “The whole point is to
expedite the process.”

The Ofice of the Federal Coordinator wll assist FERC in
insuring that the federal agencies expedite their reviews and
feed their information back to FERC so it can neet its 18-nonth
deadline. Two interagency agreenents are already in place; one
coordi nates NEPA and historic preservation reviews and the other
is a federal interagency MU that was specific to the
i npl enentation of this project that was signed in June 2006.

3:51:23 PM

She provided the commttee with a list of all the federal
agencies involved in the project. Every agency has to issue a
permt, do a section 7 review, or issue a license or
certificate. They have all agreed to work cooperatively
together, but disagreenents are expected and she hopes to be
able to nediate those.

3:52:11 PM
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The federal i nt erdepart nment al MOU establishes a project
managemnent framework for cooperation ampbng participating
agencies with responsibilities related to the approval of an
Al aska Natural Gas Transportation Project. The agencies have
agreed by signing it to use their best efforts to achieve early
coordination and conpliance wth deadlines and procedures
establ i shed by the rel evant agenci es.

3:53: 58 PM

She said she will be advertising for two new positions in her
D.C. office within the next 30 days - for a general counsel and
a chief engineer who wll be head of the conpliance and
permtting side of the office. She is not going to open an
Al aska office until she knows for a fact an application is

before the federal agencies. This office is funded in the 2009
budget .

In the federal legislation it is very clear that Congress
expected that there would be a pipeline that would bring gas
into the Lower 48, not an LNG project - because to land gas on

the West Coast, it would have to go either to the Canadi an West
Coast or to Mexico. The US has no LNG termnals on the West
Coast and she said frankly, there is a huge question as to
whet her one will ever get built there. She, her counterpart in
t he Canadi an governnent and Marty Rutherford (since she is head
of the pipeline team at the nonent) have formed a senior
i ntergovernnmental nmanagenent team They wll help insure that
the coordination of all the agencies is in place to keep track
of the project and to provide a first-place to go for cross-
boundary questions. They have net once personally and once
tel ephonically and expect to neet at Ileast nonthly as the
proj ect gets going.

M5. PEARCE said she has hired Howard Baker Jr., in her first
contract for the agency, to design a data managenent system
They are reaching out to other federal agencies, ConocoPhillips

and TransCanada and state agencies to ask what sort of data
managenent prograns they have and use to follow these huge
projects and stated:

W are trying to use the | essons |earned when TAPS was
being built and insure that we don't create sone of
the problens that the Joint Pipeline Ofice had in
trying to do the oversight that they need to do for
TAPS after it was built. Many records were |ost and
they spent a nunber of years trying to recreate sone
thing that shoul d have been kept.
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3:57:37 PM

She reported that the Argonne National Laboratory, that also did
the EIS for the TAPS right-of-way renewal, is working on a gap
analysis to cover the changes between now and the tine the
original legislation was passed in 1976. She expects to have a
draft of the analysis by next nonth so her office can work on
the gaps before they are hit with the actual permtting of a
pi pel i ne. She sai d their website addr ess i's
htt://ww. arcti cgas. gov.

If the federal agencies want to comment as part of the public
corment period on the AGA she would review them for inter
agency consi stency, but not to change them

M5. PEARCE said the state team met with many of the federal
agencies last week in Washington D.C. and tal ked about specific
questions it had, but the agencies were told they could coment
on any aspect of the application.

4:00: 05 PM
MS. PEARCE said she hadn't begun a review of the ConocoPhillips
proposal, but said, “However, | believe that ConocoPhillips may

ask us to do a review of their proposal and if they do, we wll
coordi nate the same for them?”

4:00: 26 PM

SENATOR WAGONER asked if she would post the comments from the
federal agencies on her website as they conme in or wait until
they are all in before posting them

M5. PEARCE replied they will actually come the state and the
state is posting all of the coments. She suspected her office
woul d post them as well.

CHAI R HUGGE NS asked about applications in the plural

MS. PEARCE replied that they agreed to review applications (in
the plural) long before Novenber 30 before the state knew how
many it was going to get. Wen the state chose to nove just one
forward to the next phase, it asked her to just comment on the
one.

CHAIR HUGGA NS said given that another one is under appeal, did
she see that potentially changing.

M5. PEARCE replied that depends on what the state does. It had
asked her to coment on any applications that net the first
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test. If they choose to bring another into the next phase, she
couldn’t assune what they would do, but she would expect they
probably would. It could turn into applications.

4:02: 08 PM
End of presentation

4:02:45 PM
SENATOR W ELECHOWSKI asked if she could share her thoughts on
whet her or not the state is headed down the right track.

M5. PEARCE answered that the federal agencies she talked to when
the state team was in town said they were pleased the governor
was nmoving forward with a process. They were hopeful there would
be a positive solution and that an application would cone
forward. There is a pent up interest in Congress and the
agencies to nove this project forward. They are better prepared
at the federal level to get an application than anywhere el se
"They are ready to nove."

SENATOR W ELECHOWBKI asked if she saw any problens with the pipe
I i ne going through Canada.

MS. PEARCE replied she has been talking with Canadian officials
from Mnister Prentice down to the folks at the National Energy
Board, their Environnental Agency, Natural Resources Canada, and
Canada Northern Affairs. They are dealing right now with trying
to get their Mackenzie pipeline built. They want McKenzie to
come first; they have all said at one time or another that the
permtting of the Al aska pipeline would be an easier process
than what they have had on Mackenzie. They ve |learned a |ot of
| essons about their joint review process and the previous and
the new chairman of the National Energy Board have both said
they don't plan to enter that sort of a process that has no
timelines again. They are cheering Alaska on and hoping they
also get an application for an Al aska pipeline com ng through
Canada sonetine soon. The provincial people are even nore
excited about it because they want the off takes.

4:06: 34 PM
SENATOR WAGONER asked why the feds wouldn't allow accel erated
depreciation for the gas treatnent plant.

M5. PEARCE replied she didn't know, it was witten at the tine

Senat or Murkowski was chairing the Senate Energy Commttee. She
woul d find out.
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4:07:16 PM
CHAIR HUGA NS asked what the paraneters are of accelerated
depreci ati on.

M5. PEARCE said she didn't have that |anguage with her, but she
offered to send it to him

CHAIR HUGE NS asked if they should be aware of any other tax
provi si ons.

M5. PEARCE replied no.

CHAIR HUGGE NS asked what the system is outside of accelerated
depreci ati on.

V5. PEARCE replied none that are unique to this project.

CHAIR HUGA NS asked her to comrent on the |oan guarantee
busi ness based on requests comng from potential applicants.

M5. PEARCE responded that the Departnent of Energy has the
responsibility for doing the |oan guarantee work, but only in
concert with Departnment of the Treasury and the Ofice of
Managenent and Budget .

4:09:15 PM

She gave an exanple of what happened after 911 and then rel ated
where the Departnent of Energy is headed. After 911 Congress
authorized |oan guarantees for the airlines. The conditional
approvals were done and those are well defined in regulation at
the Departnent of the Treasury. They continue to be a franmework
with the conditions and precedence for those |oan guarantees.
Seven airlines received conditional approvals; six were funded
and nine were turned down conpletely.

4:10: 25 PM

In 2004 the Department of Energy was authorized to do |oan
guarantees for major nuclear construction and power plants.
Regul ations are now in place and they plan to use the sane
criteria for pipelines. This language is posted on the
departnment’s website. She comented that if you don’t need nobney
it’s real easy to get a loan and if you need noney it’'s a |ot
nore difficult and the fol ks who protect the tax payers dollars
don’t maeke | oan guarantees easy to get. But it is authorized and
there are precedence and policies already in place.

4:12:10 PM
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CHAI R HUGGE NS asked about bridge shi ppers.

M5. PEARCE said there hasn’t been that sort of request for |oan
guarantee with the airlines. The Departnent of Energy hadn’t had
any detailed discussions yet, because TransCanada had not tal ked
with themyet.

4:13: 00 PM

SENATOR STEDMAN said one of the legislature's consultants
guesti oned whether TransCanada even conplies with AG A That
will get sorted out over the next few nonths, but one of the
i ssues that comes up is the conpletion guarantees, cost overruns
and potential equity contributions in relation to the |oan
guarantee requirenments as they were initially set up. It appears
a substantial nodification of the |Ioan guarantees will be needed
assuming an entity like TransCanada will require them He asked
for her thoughts on nodifying the guarantees to possibly include
cost overruns.

M5. PEARCE replied that she didn't have a position on that. She
was confident the DOE would |ook at the | oan guarantee portions
of the application and they would develop a position along with
the DOT and QOVB.

4:15: 04 PM

SENATOR STEDMAN stated that they were also trying to sort out
where the gas would go; would it go into Al berta and be consuned
in the oil sands or would it all end up in the continental
United States of some conbination. It appears the |oan guarantee
| anguage says the transportation of natural gas from the Al aska
North Slope to the <continental US. He asked if +the |oan
guar antees are needed and woul d TransCanada qualify.

M5. PEARCE replied that the | oan guarantee is for a project that
delivers gas to the continental US, but the |anguage is silent
in terms of does every single nolecule have to go there.
Everyone recognizes that there will be a gas off take in Al aska
and that no matter who builds it, l|ocal Canadian comunities
expect to have an opportunity to take gas off. She has never had
any Canadian from any |evel of governnment represent to her that
expected Al aska natural gas to be diverted to their oil sands.
| nstead Mackenzie would probably provide a huge anpbunt of gas
for that project or the oil sands will |ook at other types of
energy production. There has been talk of build a nuclear plant
in northern Alberta to provide the energy the oil sands need

One of the reasons the Canadians want their project to cone
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first is that they want to supply their own petrochem cal
i ndustry and donestic need.

4:18: 55 PM

SENATOR STEDVAN asked if she would help them out over the next
couple of nonths with how the oil sands would inpact gas going
through to the Lower US. He asked her to educate them on her
role if they end up with conpeting interests - one in AGA and
one outside AG A Wat position does it put her office in?

M5. PEARCE replied “lI guess that’s why our title says Natural
Gas Transportation Projects with an “s.” The legislation is
silent, which neans that any project that cones to the federa
government, they will work to expedite. They would have the sane
responsi bility under whichever of the laws it cones in under. I|f
there were two applications, they would work to expedite both.
Her office, FERC and BLM would not |ook forward to doing that.
This project, if built, will be the nbst expensive privately
financed construction project ever built in the world. It is
bi gger than anything these agencies have dealt wth.

4:21:54 PM
SENATOR WAGONER asked about the difference in open seasons of 18
nmont hs between the ConocoPhillips and TransCanada applications.

It seenms if Transcanada has its open season and continues to
FERC, they will be 18 nonths ahead of ConocoPhillips. Wat cause
and effect does that have in D.C. ?

M5. PEARCE answered ConocoPhillips’ open season is not front
ended like TransCanada's, but no matter which one you |ook at
that, they both have “prefeed’” application process which is
robust and that’s the tinme when you go out in field to get
addi tional information, when you continue with your design, you

begin working wth all the stakeholders. You begin your
permtting processes with the other agencies. She was told on
Friday by ConocoPhillips that they still do expect to go in the

field this year; nost of their work is on state right-of-way
rather than federal land. But if they want to get on federa
right-of-way they will ask the BLM for tenporary use permts. As

t hey begin engagi ng agencies, her office will begin to engage
both them and the agencies to ensure things nove forward
snoothly. Either conpany, if both go forward, wll do scoping

and begin reaching out to al the stakeholders. One of her fears
is how confusing it's going to be for the lack of capacity in
sone of the nore rural areas to try to figure out the daily
visit one day from TransCanada and the next day from
ConocoPhillips, but they will deal with it if they have to.
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SENATOR W ELECHOWSKI asked if AG@A isn't successful, what would
the federal governnment do and is it an option.

4:25:14 PM

M5. PEARCE responded if the governor brings one application
forward to the legislature and the legislature votes yes, that
conpany is commtted to noving forward. Wthout it, Congress
still mght nove forward nore proactively to push getting a
pipeline built, particularly if we don't |icense and see nore
LNG plants get built in the Lower 48.

4:27:10 PM
CHAIR HUGA NS said the Mackenzie pipeline is expected to deliver
just over 1 bcf and the oil sands will need nore than 4 bcf if

they continue wusing natural gas to do the processing. Sone
peopl e have said the likelihood of our gas being the gap filler
in that being high.

MS. PEARCE said on that point, once an open season happens and
gas is nomnated at a certain tariff to a destination, once FERC
licenses a pipeline to bring gas to a destination and
particularly once there is a l|oan guarantee in place, the

shipper will be commtted to sending that gas to the end of the
pi pe wherever that is. A |oan guarantee cannot be used for gas
that is taken off at the Canadian oil sands, but she hasn't

talked to a single Canadian who has told her that it wll be
used there. Also, she pointed out that would be an export
proj ect and FERC doesn’t |icense those.

4:29:29 PM

CHAIR HUGEA NS said when he was in Canada, he was told by
Canadi an that they could use Alaska's gas. There was also a |ot
of skepticism on whether Mackenzie would ever happen or not. He
asked what the climate is in D.C. when soneone talks about
exporting Al askan gas.

M5. PEARCE replied none of the secretaries opined that Congress
did not intend for Alaska gas to be exported to the Pacific R'm
but rather to the Lower 48.

4:31:16 PM
SENATOR WAGONER sai d he heard Canada needs Al askan gas, but they
need it to fill the capacity of the lines going into the US from

Canada, because by the tinme our gas flows in 2018, they are
going to have nore than enough capacity to ship it on through.
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They need it now to hold down their tariff rates. They really
need our ethanes for the Nova Pl ant.

M5. PEARCE said TransCanada has nade it clear that they want
Al aska gas to put into the prebuild system and they believe they
m ght have to expand that prebuild which would give them even
nore capacity by 2018 so they would be able to take all of that
gas to the Lower 48. The ConocoPhillips’ proposal talked about
bringing gas to the Alberta hub at which tine they would either
build a pipeline or ook at using capacity that was already in
pl ace.

4:33: 00 PM

SENATOR W ELECHOWNBKI said the US Attorney General recommended
that the pipeline should be built by an independent conpany. He
asked how that factors into any decision to consider
ConocoPhi I l'i ps or any other producer for that matter.

M5. PEARCE replied that a 1977 decision by President Carter
explicitly prohibited the producers from owning any portion of
the pipeline project. Wen President Reagan was elected he
anmended the decision to say if a pipeline were going to be built
with Federal Trade Conmi ssion, FERC and Justice Departnent
approval, that the producers could own a portion of it. That is
what is in currently in place in ANGIA Further, she said,
several Al aska House nenbers wote a letter to then chairman of
FERC asking whether FERC would license a pipeline entity that
was producer-owned. FERC answered that was a question and they
woul d have to look at it when an application is before them

CHAI R HUGE NS asked if she has a Canadi an counterpart.

M5. PEARCE replied that Prem er Harper “gave the files” for the
Mackenzie and Alaska pipelines to Mnister Jim Prentice.
M nister Prentice at the tine was Mnister of Northern Affairs
Canada and had all of the aboriginal files and worked with the
territories. The Harper government went through a shake up and
Mnister Prentice is now the Mnister of Industry, |ike our
Secretary of Commerce. He retained those two pipeline files and
he is her counterpart. He has delegated the day-to-day and
nmont h-t o- nont h oversi ght of the Canadian side to the Mnistry of
Nat ural Resources Canada and because of sone additional shuffled
t hey are between peopl e.

Canada had the Northern Pipeline Act and people had

responsibilities wunder that and they now have those sane
responsibilities under a NEB authorized process. So basically

SENATE RES COW TTEE -12- January 28, 2008



she deals with the sanme people no natter which process the
government chooses. She has net four tines wth Mnister
Prentice and they are |ooking forward to being cooperative. They
are working with the Argonne fol ks on the gap anal ysis.

CHAIR HUGA NS asked if she has a tineline for Canadi an i ssues.

M5. PEARCE replied the FERC has a tineline it has provided to
Congress as part of the report it does every six nonths. The
data managenent process wll create the system by which the
massive tinmelines will be delineated.

4:40: 12 PM

CHAIR HUGE NS recalled that TransCanada’s goal was to have an
open season in 18 nonths, but not if they didn't receive sone
assurances that it would be successful. He asked if she
under st ood that al so.

M5. PEARCE answered that her discussions have been wth
TransCanada’s D.C. representatives who have been unequivocal
about going to open season in 2009.

4:41:21 PM

CHAIR HUGA NS said Texas has a pilot project to see how
sequestering CO2 would work and he asked if she saw any concerns
in D.C. about energing environmental trends.

M5. PEARCE replied no. Mst discussions on commercializing North
Slope natural gas have been supported by the environnental
community, the labor comunity and industry. Those discussions
haven’t reached them yet. Al aska has 35 tcf of known reserves,
but the project needs 50 tcf. So an additional 15 tcf of gas
needs to be found to nmake the project feasible. That is becom ng
nmore problematic as nore areas are taken off the table in terns
of | easi ng.

4:43: 17 PM

She said the Ninth G rcuit stopped exploration in the Beaufort
last summer and the MVS is hoping to have a |ease sale on
February 6. She didn't know whether a |lawsuit would be filed to
stop it. The BLM has a sale projected for NPRA for sonme tine
this cal endar year, but the EIS was held up because of |awsuits.
This is where the environnmental discussions take place.

4:43: 50 PM

SENATOR MCGUIRE asked if AQ A prescribes what she has to do on
the federal level to analyze applications or is she allowed
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under 2004 federal law to consider applications like
ConocoPhi |l l'i ps’.

4:45: 00 PM

M5. PEARCE replied that she has not only the authority, but also
the direction to expedite any application that cones in on the
f eder al si de. ConocoPhillips told her Friday they were
considering whether or not to ask the federal agencies to
coment back to them on their proposal. Once she has a request
she will talk to her attorneys and figure out the best way to
accommodate the “potential applicant.” She said the state's
request to conment on applications cane shortly after the RFA
went out; so the administration didn't have any idea how nany
applications it would get.

4:46: 05 PM

SENATOR MCGQUI RE said she would hate to have the appearance of
two processes noving forward at the sane time. Secondly, she
asked how Ms. Pearce saw Canada and the US working together to
get gas to the Lower 48.

M5. PEARCE answered that a nunber of cross-border projects are
happening. FERC |icenses cross-border gas pipelines and the
state departnment does the environnmental inpact statenents for
cross-border oil pipelines. They hadn’'t done one for nmany years
and suddenly had two applications. The  Depart nent of
Transportation and the Pipeline and Hazardous Materials Safety
Adm nistration has done a new study with the NEB working on
consi stent standards for both oil and gas pipelines. That kind
of cooperation is ongoing. FERC has an MOU with the NEB that has
a relationship with its counterparts in both Canada and Mexi co;
the three countries neet at least three tines a year to discuss
cross-border trans-boundary projects, demand and supply.

So, while Alaskans are new at cross-border work in terns of
maj or pipelines, the country is not. The Canadians are our
| argest foreign trade partner when it cones to energy. Congress
i ntended through creating the Ofice of the Federal Coordinator
to expedite comercialization of North Slope gas as part of the
president’s national energy plan. Congress believes in it on
both sides of the aisle. She clarified, “But not only do they
not intend and expect the gas to go to the Pacific R m they
didn’t expect that is was going to get high-jacked in Canada.”

SENATOR STEDMAN said he was nore concerned about the state’s

revenue stream He asked for a range of what she felt would be a
reasonabl e expense to go to a successful open season.
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M5. PEARCE answered she didn't have a figure.

SENATOR STEDVAN asked what would be a reasonable expenditure
range to get to a successful open season so they can take that
into consideration when | ooki ng at proposals.

M5. PEARCE responded that she woul d be happy to ask the chair of
FERC whether it had any statistics on costs to conplete open
seasons that woul d sonehow be conparabl e.

4:52:49 PM

SENATOR W ELECHOABKI asked if she saw her agency or any in the
federal governnent being proactive to insure a successful open
season.

MS. PEARCE answered she didn't know what her agency could do;
the state is the one that holds the royalty gas. But FERC woul d
work with everyone to make sure the process is correct.

SENATOR W ELECHOWBKI asked if an open season fails what would
the D.C. reaction be.

M5. PEARCE replied that there would probably be a Ilot of
guestions about why gas wasn't nom nated. The Energy Conmittee
wants to know where their pipeline is; their expectation was
they were doing their part and this project was going to nove
forward. There is a pent up anxiety about getting it built.

SENATOR WAGONER said it's inportant to renenber there is only 35
tcf of proven gas reserves on the North Slope today, but those
are a result of oil exploration not gas. The first wells for gas
are getting drilled now and Anadarko already knows they have
some where they are drilling.

M5. PEARCE said the MVS estimates 200 tcf of reserves.

4:56:23 PM

CHAIR HUGGA NS asked if D.C skepticism about this project has
subsi ded since |ast year.

M5. PEARCE answered that there isn't a lot of know edge in D.C

about why it hasn’'t been seen yet. They know Al aska has a new
governor and a new process and they hope it works.
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CHAIR HUGGA NS said her boss would change, but she wouldn’t and
he wanted to know if she had any political concerns in that
respect .

4:58: 27 PM

MS. PEARCE said Congress is receptive and she has solid support
from both sides of the aisle. Her budget didn't get dinged. It's
| ooked at as a bi-partisan project.

5:00: 38 PM
CHAIR HUGE NS asked what the D.C. reaction was to |ack of
bi dders under AQ A.

M5. PEARCE answered every point on the tineline has noved the
ball forward a little bit and increased the nonmentum of the
project. Keeping the ball nmoving is inportant. There aren't a
huge nunber of conpanies that know how to do business in Al aska
or build a project here.

5:02: 38 PM
CHAIR HUGE NS asked if she talked with MdAnerican who even
wr ot e about why they didn't apply.

M5. PEARCE replied no. She said she spends a lot of time in the
Lower 48 educating consuners about the project because it’s not
just an Al askan project, it is an American project and they are
ultimately the largest beneficiaries. She urged the commttee
menbers to talk to nenbers fromthe other states when they go to
their national neeting to keep the nonentum goi ng.

CHAIR HUGE NS thanked her for joining the commttee today and
adj ourned the neeting at 5:06:23 PM
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