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of the Al aska Housing Finance Corporation, an independent public
corporation of the state; establishing and relating to the in-
state natural gas pipeline fund; nmaking certain information
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its subsidiaries exenpt from inspection as a public record;
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of-way for a gas pipeline transportation corridor, including a
corridor for a natural gas pipeline that is a contract carrier;
relating to the cost of natural resources, permts, and |eases
provided to the Al aska Gasline Devel opnment Corporation; relating
to procurenent by the Alaska Gasline Devel opnment Corporation;
relating to the review by the Regulatory Conm ssion of Al aska of
natural gas transportation contracts; relating to the regulation
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Corporation; relating to the regulation by the Regulatory
Comm ssion of Alaska of an in-state natural gas pipeline that
provi des transportation by contract carriage; relating to the
Al aska Natural Gas Developnent Authority; relating to the
procurenent of certain services by the Alaska Natural Gas
Devel opnent Authority; exenpting property of a project devel oped
by the Al aska Gasline Devel opment Corporation from property
taxes before the comencenent of comercial operations; and
providing for an effective date."
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PCSI TI ON  STATEMENT: On behalf of the joint prime sponsors,
provi ded a Power Point presentation to explain proposed Amendnent
1 to SSHB 4.

TI NA GROVI ER, Contract Attorney

Al aska Gasline Devel opnent Corporation (AG);

Shar ehol der, Birch Horton Bittner & Cherot

Anchor age, Al aska

PCSI TI ON  STATEMENT: During hearing of SSHB 4, answered
guesti ons.

DARYL KLEPPI N, Manager

Commerci al Team

Al aska Gasline Devel opnent Corporation

Anchor age, Al aska

POSI TI ON  STATEMENT: During hearing of SSHB 4, answered
gquesti ons.

ACTI ON NARRATI VE
1: 02: 50 PM

COCHAIR ERIC FEIGE <called the House Resources Standing
Commttee neeting to order at 1:02 p.m Representatives Hawker
Tuck, Johnson, P. W/l son, Seaton, Saddler (via teleconference),
and Feige were present at the call to order. Represent ati ves
Oson and Tarr arrived as the neeting was in progress.
Represent ati ve Rei nbold was al so present.

HCR 1- STATE FOOD RESOURCE DEVELOPMENT GROUP

1: 03: 18 PM

CO CHAIR FEIGE announced that the first order of business is
HOUSE CONCURRENT RESCLUTION NO. 1, Relating to the establishnent
and operation of a state food resource developrment worKking
group. [Before the commttee was CSHCR 1( EDT). ]

1: 03: 37 PM

REPRESENTATI VE BILL STOLTZE, Al aska State Legislature, as the
prime sponsor, introduced HCR 1, noting that his district of
Chugi ak and southern rural WMatanuska-Susitna are home to nuch of
the state's produce and truck farm ng. He said HCR 1 is about
Al aska's agricultural and fisheries resources. Many different
conponents of the state's governnent have responsibilities for
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food policy, fisheries, and agriculture, so his idea is to
integrate and provide some direction for the admnistration.
The Departnent of Environnental Conservation (DEC) has policies
that affect the ability to use pesticides and regulations on
fertilizers. The University of Alaska has educational
conponents and assistive conponents. The Departnent of
Education and Early Devel opnent has a role in student nutrition
and education about agriculture. The Departnment of Natural
Resources houses the Division of Agriculture. The Departnent of
Health & Social Services has nutrition prograns. The point is
that he could go on - HCR 1 has nine whereas clauses, but
sevent een resol ved cl auses. He noted that Joe Bal ash, Deputy
Director, Departnment of Natural Resources, has followed the
progress on this resolution representing the governor's interest
in having this direction to tie together this discussion on
Al aska's food policy at the cabinet level. |In addition to |and-
based agriculture, Al aska's ocean resources are a big part of
the state's food supply chain. Even the Departnent of Mlitary
& Veterans’ Affairs has a role in participating in a collective
voice on a policy. Representative Stoltze reported that HCR 1
enj oys broad support and enthusiasm No one has been asked to
testify on it; rather, it has been a pied piper of interest.
Peopl e he has never net before are calling in and wanting to be
i nvol ved. He expressed his appreciation for the conmttee
taking tinme to hear HCR 1.

1:08:12 PM
CO CHAI R FEI GE opened public testinmny on HCR 1.
1:08: 46 PM

DARREN SNYDER, Agent, Cooperative Extension Service, University
of Al aska Fairbanks, noted that in addition to his wirk as a
cooperative extension agent, he has statewide responsibilities
with the Alaska Food Policy Council as a governing board nenber.
He stated he is before the commttee to provide oral testinony
in support of HCR 1 on behalf of the Al aska Food Policy Council.
The council's goals include primarily strengthening Al aska's
food system The resolution does a lot to support this goal.
The resolution is primarily focused on Alaska food and the
econom ¢ developnent that can cone from supporting food
producers, which will support the success of Al aska conmunities.
He said sone of the on-the-ground work being done by the
Cooperative Extension Service and the Al aska Food Policy Council
i ncludes work with the Division of Honel and Security & Emergency
Managenment to help them with the division's state plan around
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mass care and feeding. Those issues also include his two
agencies' comunity work and tenplates to help comunities map
their local food systens and devel op preparedness and response
protocols for food storage, energency harvest, and distribution.
So, it is day-to-day econom c devel opnent and how to feed people

who are currently hungry, as well as energency preparedness
i ssues.
1:11: 22 PM

DANNY CONSENSTEIN, Al aska Director, Farm Service Agency, U.S.
Departnment of Agriculture (USDA), offered his strong support of
HCR 1 in his role with the U S. Departnent of Agriculture. He
said the USDA works with farnmers, ranchers, and growers across
Al aska trying to provide Alaska capital and support
in their business planning and risk managenent strategies. He
said he is also on the governing board of the Al aska Food Policy
Counci | . The council recognizes there are many different
interests across the state in building a stronger food system
The council is conprised of health professionals, farmers,
ranchers, fishernen, agency people, university people, and
private sector people from across Al aska who believe it nmakes
sense to coordinate and collaborate to build a strong food
system The council is in the process of devel oping
recommendations for policy nakers on ideas and ways that
Al aska's infrastructure can be strengthened for building a

stronger food system in Al aska. He said HCR 1 recogni zes that
i ncreased coordination anobng state agencies is an inportant
strategy. There are so many different state agencies wth

jurisdiction and responsibility for Al aska's food system so it
makes a lot of sense for good government to help inprove that
coordi nation anobng the agencies. This can benefit Al aska's
communities by creating nore jobs, healthier communities due to
nmore access to healthy foods, and increasing security in tinmes
of emergenci es. From the secretary on down, the USDA supports
HCR 1 and the work of the Al aska Food Policy Council.

1: 14: 22 PM

JOE BALASH, Deputy Conmi ssioner, Ofice of the Conm ssioner,
Department of Natural Resources (DNR), testified that the DNR is
the lead agency wth regard to matters of agriculture and the
managenment of agricultural lands in the state. He said DNR
would like to go on record in support of HCR 1. He thanked
Representative Stoltze for bringing the issue forward and said
he | ooked forward to inplenenting the will of the bodies.
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1:15: 00 PM

CO- CHAIR FEI GE cl osed public testinony after ascertaining no one
el se wished to testify at this tinme.

1: 15: 09 PM

REPRESENTATI VE SEATON offered his appreciation to Representative
Stoltze for introducing HCR 1. He related he has been contacted
by farmers in Honer who are appreciative of the resolution.

REPRESENTATI VE TUCK offered his appreciation to Representative
Stoltze for introducing the resolution. He said he does not
want Al aska to have to rely on the rest of the world or the
Lower 48 for its food supply because of the state's renoteness.
He said Al aska needs to provide food for its people. He noted
that at one tine the US used to have massive storage
facilities for food for tinmes of energency.

REPRESENTATI VE P. WLSON commented that a natural disaster, such
as an earthquake, or any other type of disaster could |eave
Al aska in grave disaster of running out of food. She said HCR 1
is a good idea for a nmultitude of reasons.

1:17:44 PM

REPRESENTATI VE SEATON noved to report CSHCR 1(EDT) out of
commttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHCR 1(EDT) was
reported fromthe House Resources Standing Comm ttee.

1:17:58 PM

The commttee took an at-ease from1:17 p.m to 1:21 p. m

HB  4-1 N-STATE GASLI NE DEVELOPMENT CORP

1: 21: 55 PM

CO CHAIR FEI GE announced that the next order of business is
SPONSOR SUBSTI TUTE FOR HOUSE BILL NO 4, "An Act relating to the
Al aska Gasline Developnment Corporation; nmaking the Al aska
Gasline Devel opnent Corporation, a subsidiary of the Al aska
Housi ng Finance Corporation, an independent public corporation
of the state; establishing and relating to the in-state natura
gas pipeline fund; naking certain information provided to or by
the Al aska Gasline Devel opnment Corporation and its subsidiaries
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exenpt from inspection as a public record; relating to the Joint
In-State Gasline Developnent Team relating to the Al aska
Housi ng Finance Corporation; relating to the price of the
state's royalty gas for certain contracts; relating to judicia
review of a right-of-way |ease or an action or decision rel ated
to the devel opnment or construction of an oil or gas pipeline on
state land; relating to the lease of a right-of-way for a gas
pi peline transportation corridor, including a corridor for a
natural gas pipeline that is a contract carrier; relating to the
cost of natural resources, permts, and |eases provided to the
Al aska Gasline Devel opment Corporation; relating to procurenent
by the Alaska Gasline Devel opnent Corporation; relating to the
review by the Regulatory Commission of Al aska of natural gas
transportation contracts; relating to the regulation by the
Regul atory Commrission of Alaska of an in-state natural gas
pi peline project developed by the Al aska Gasline Devel opnent
Corporation; relating to the regulation by the Regulatory
Comm ssion of Alaska of an in-state natural gas pipeline that
provi des transportation by contract carriage; relating to the
Al aska Natural Gas Developnent Authority; relating to the
procurenent of certain services by the Alaska Natural Gas
Devel opnent Authority; exenpting property of a project devel oped
by the Al aska Gasline Developnent Corporation from property
taxes before the comencenent of comrercial operations; and
providing for an effective date."

1: 22: 14 PM

REPRESENTATI VE HAWKER noved the conmittee adopt Anmendnent 1,
| abel ed 28-1LS0021\ 0. 9, Bullock, 2/28/ 13, the text for which can
be found at the end of these ni nutes.

REPRESENTATI VE TARR obj ected to Anendnent 1.

1:22:36 PM

REPRESENTATI VE HAWKER explained that Amendnment 1 proposes
anendnents to the regulatory section of SSHB 4. Amendnent 1

defines and «clarifies +the RCA oversight and regqgul atory
responsibilities wth respect to an in-state natural gas

pi pel i ne. The anendnment addresses various dispute resolution
measures as well as regulation of rates of return and various
tariff matters. The committee, he noted, has been provided a

copy of Anmendnent 1 as well as a PowerPoi nt explanation that his
staff is prepared to present and there is a red-lined docunent
of the regulatory section in order to view Anmendnent 1 in the
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context of the legislation as a whole. He also noted that Frank
Ri chards is present to answer any committee questions.

1:25: 00 PM

RENA DELBRI DGE, Staff, Representative M ke Hawker, Alaska State
Legi sl ature, speaking on behalf of the joint prinme sponsors of
SSHB 4, paraphrased from the presentation entitled "An Al aska
Nat ur al Gas Future for Alaskans,” which read [original
punct uation provided]:

Resol ves regul atory uncertainties

*Regul atory uncertainties add risk, which adds costs
and can deter private sector participation. AGC needs
to know how a pipeline wll be regulated before
soliciting private sector partners

House Bill 4:

-Allows natural gas pipelines to operate as contract
carriers through changes to the Right-of-Wy Leasing
Act and through Regulatory Comm ssion of Al aska
over si ght

-Reinforces state policy that pipelines should be
fair; offer reasonable access to new future shippers;
and encourage future devel opnent of Alaska's oil and
gas resources

Wiy a contract carrier?

-Shippers need to know that the space they are
‘reserving’ by signing long-term commtnments wll be
avai |l abl e

-Those firm wuninterruptible contracts are the way gas
pi pelines are financed

-The future incone prom sed through those contracts
secures revenue bonds

-House Bill 4 establishes contract «carrier status
whil e providing for expansions in the future

1:26: 46 PM
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COCHAIR FEIGE, referring to future shippers on the pipeline,
inquired as to how the sponsor proposes to acconmodate future
shippers if there is a contract carrier.

M5. DELBRIDGE pointed out that although there are long-term
commtnments on a gas pipeline, there mght also be a series of

shorter term commtnents. As those short-term commtnents
expire, there are opportunities for newoners to cone on to the
pi pel i ne. Furthernore, there is the hope that there is the

opportunity in the future to expand the <capacity of the
pi peline, in which future shippers would have the opportunity to
transport gas in an expanded vol une.

1: 27: 36 PM

REPRESENTATI VE TARR inquired as to how that expanded volune
would not be in conflict with the terns of the Alaska Gasline
| nducenent Act (AGA).

M5. DELBRI DGE answered that although the terns of AG A place a
size capacity on the design limtations of this pipeline at an
undesi gnated point in the future, those terns may no |onger be
in place in the future in which case the pipeline capacity could
be expanded.

1:28:14 PM
M5. DELBRIDGE, returning to the presentation, reviewed the slide
entitled "Definitions," which read [original punct uati on
provi ded] :

Definitions

(Not official definitions ...but practically speaking)

Tariff: A package of the rates and the ternms and
conditions that a pipeline offers. Rates may be a
‘schedul e of rates distinguishing different classes
of servi ce.

Recourse tariff: A tariff that is kept on file as the
pipeline’s official ‘offering’ . The recourse rate is
avai l able to custoners who do not negotiate rates with
t he pi peline.

Just and reasonable: A concept; generally, just is

fair to all, reasonable is wthin a range of
accept abl eness.
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M5. DELBRIDGE added in relation to the definition of tariff that
the terns and conditions are itens that govern the pipeline
operations and tend to be uniform for all shippers. Ternms and
conditions mght be factors such as the quality the gas has to
be to enter the pipeline, operating pressures of the pipeline

and the billing cycle that wll be wused to collect from
shi ppers. Wth regard to the recourse tariff, M. Delbridge
characterized it as a sticker price.

1: 30: 19 PM

MS. DELBRIDGE then noved on to slide 5 entitled "Refresher: The
Process,"” which read [original punctuation provided]:

Ref resher: The Process
Pi pel i ne puts together a project
Before taking that project to the market to sign up
custoners, pipeline has to develop its rates and
ternms/ conditions of service = the tariff
Pipeline has to file the tariff as a ‘recourse tariff’
with the RCA before holding an open season to sign up

custoners

Recourse tariff is the sticker price; custoners can
negoti ate final price

Supported by a full cost study

Amended, HB 4 would require RCA pre-approval of
recourse tariff before an open season

M5. DELBRI DGE enphasized that the recourse tariff has to be
supported by a full cost study; all the nunbers of the various
el enents, including the operating costs, taxes, depreciation,
and expected profit.

1:31:25 PM

M5. DELBRIDGE continued reviewng the process wth slide 6,
whi ch read [original punctuation provided]:

Refresher: The Process
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Wth an approved recourse tariff, the pipeline holds
an open season

Pipeline negotiates rates wth potential custoners:
price, volunme, where the gas conmes into the Iine,
where the gas |l eaves the line, etc.

Once a deal is reached, the pipeline signs up
custoners with a ‘precedent agreenent’

May include conditions the pipeline has to neet over
t he next couple years

If the conditions are net, the precedent agreenent
eventual |y beconmes a firmtransportati on agreenent

M5. DEBRIDGE explained that a "precedent agreenment"” 1is a
contract that is conditioned on a few outcones. Once the
precedent agreenent becones a firm transportati on agreenent, the
terms are locked in for the length of that contract term

1: 32: 15 PM

M5. DELBRIDGE referred to slide 7, which read [origina
punctuati on provided]:

Refresher: The Process

Negotiated contracts in an open season is one of
several ways a custoner can sign up for pipeline
service

A custoner could sinply sign up using the recourse
rate (instead of negotiating)

O, the pipeline and a custoner could make a
‘presubscription agreenent’ before the open season
starts - but only using the same terns/conditions
everyone else wll get, and subject to the sane
standard of review as all the open season contracts

1:33: 04 PM
REPRESENTATI VE TUCK surm sed that the pre-subscription agreenent

is when consuners express interest to the pipeline conpany as
it's prior to an open season and prior to the recourse tariff.
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M5. DELBRIDGE related her understanding that the recourse tariff
would need to be in place because the RCA would have to have
approved all the ternms and conditions that go to everyone,

including the rate schedul es. Once the RCA approves the terns
and before the open season starts, one can sign a pre-
subscription agreenment with a custoner or custoners. O ten

those pre-subscription agreenents mght be for Iarge volung,
anchor custoners. She suggested that |ocking up such agreenents
may nmeke the rest of the pipeline able to happen.

1:34:17 PM

REPRESENTATI VE TUCK asked what the tinme period is between the
recourse rate and the open season as that is the tinme period
when the pre-subscription agreenent would occur. He further
asked whether one would be ready for the open season once the
recourse rate is set.

V5. DELBRIDGE answered that would be up to the pipeline as it
wll proceed with its comercial package and build its shipper
interest as it deens fit, as would be the case with each step.
There is nothing statutorily, she clarified, that would require
any certain novenent in that way.

1: 35: 04 PM

REPRESENTATI VE TUCK surm sed then that after the recourse tariff
is established, the pipeline my not be prepared to go to an
open season for other reasons.

M5. DELBRI DGE deferred to Frank Richards of AGDC. She clarified
that she wasn't trying to indicate that they weren't prepared
but rather that they may still be working with potential anchor
tenants on pre-subscription agreenents. "They will have their
time period as to go forward,"” she said.

1:35:36 PM

REPRESENTATI VE TUCK related his understanding, then, that once
there is a recourse tariff a pipeline conpany can solicit for
the pre-subscription prior to the open season.

M5. DELBRI DGE confirnmed that to be correct.

REPRESENTATI VE HAWKER offered that this is business convention

in the pipeline world and is not sonmething that is being created
for this pipeline.
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1: 36: 48 PM

REPRESENTATI VE SEATON related his understanding that normally a
pipeline that is receiving bids would not have a limtation on
the size. He then asked whether the pre-subscription agreenent
could be less than the recourse rate even if there are recourse
rate customers available at that time. He further asked whet her
the pre-subscription agreenent precludes custoners offering the
recourse rate on the full price rather than a negotiated | ower
price.

M5. DELBRIDGE explained that part of the pipeline's terns and
conditions has to include how the capacity is allocated. Wth
regard to other pipelines, she confirned that generally they
would not have a limt on size that way. Furthernore, in the
Lower 48 an open season is not necessarily a requirenent but
rat her sonething many conpanies choose to do on a conmmerci al
basis in order to solicit from a broad range of interested
parties. As Representative Seaton noted, if size is not
limted, then those bids could sinply increase the size of the
pipeline if they so warranted.

1: 39: 00 PM

M5. DELBRIDGE, returning to her presentation, directed attention
to slide 8, which read [original punctuation provided]:

Refresher: The Process

After the open season, the pipeline keeps working on
design, permtting, engineering, comrercial structures

And, the pipeline turns all those precedent agreenents
into the RCA

RCA needs to decide whether those agreenents are ‘just
and reasonabl e’

These contracts, once approved, cannot be changed by
anyone, including the RCA (unless the contract allows
for the contracting parties to nmake changes)

D sputes about the contract ternms, if they arise, get

handl ed through a dispute resolution nmethod that is
spelled out in the recourse tariff
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1: 40: 38 PM

REPRESENTATI VE TUCK asked whether there would also be dispute
resolution that is witten in the contracts, such that there are
two separate resol ution processes.

M5. DELBRIDGE clarified that there will be one process. The
carrier can have |[the dispute resolution nethod] in the
contract, but it nust be uniform for everyone. [ The dispute
resolution nethod] wll be the sane as that in the recourse
tariff so that any contractor/customer will know the process and
it will be the same process.

1:41: 31 PM

M5. DELBRI DGE, continuing the presentation, noved on to slide 9,
whi ch read [original punctuation provided]:

Refresher: The Process
Just and Reasonabl e — What does it nean?

Just and reasonable is a standard — in this case, a
contract nust meet this standard

Just: Everyone is treated fairly and in a reasonable
way

Reasonable: Not too nmuch, not too little: within an
accept abl e range and def ensi bl e

How do we know?

Was the contract nmade at arm s | ength?

Armis length is a legal principle pulled from contract

law. An agreenent is arms length if it was made by

i ndependent parties, on equal footing; if parties are

connected by ‘shared interests’, an arms length

agreenent that stands up to scrutiny is inportant.
1:42:22 PM

M5. DELBRIDGE then referred to slide 10, which read [origina
punct uation provided]:

Meeting the Armis Length Standard
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Start with the contract. Does it include the recourse
rate offered to everybody?

YES. Contract is at armis |length and acceptabl e.

NO Next step: Was the contract nade between two
state entities?

YES. Contract is at armis |length and acceptabl e.

NO Next step. |Is the contract between two
unaffiliated parties?

YES: Contract is at armis |length and acceptabl e.
NO Parties are affiliated. Next step: Is the
contract ‘substantially simlar’ to one nmade
between unaffiliated parties?

YES. Contract is at armis |length and acceptabl e.
NO Next step. Triggers deeper review by the RCA

to determne ‘just and reasonable’ by new
standards, using all cost data, digging into the

details — BUT, the RCA nust also consider the
consequences of failing to approve the contract
at hand.

1:43: 47 PM

REPRESENTATI VE TUCK related his understanding that this pipeline
woul d not be considered a state agency.

M5. DELBRI DGE responded that AGDC would be a state entity, and
noted that this applies to any pipeline that applies under this
chapter.

REPRESENTATI VE TUCK surm sed then that it does not have to be a
state entity and that sone other organization could be forned
and foll ow the sanme standards of SSHB 4.

M5. DELBRIDGE replied yes, and pointed out that this regulatory
chapter applies to any contract carrier, natural gas pipeline.

1: 44: 34 PM
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M5. DELBRIDGE, returning to the presentation, noved on to slide
11, which read [original punctuation provided]:

Refresher: The Process
Once construction ends, the pipeline will know a |ot
nore detail about costs

At that point, the pipeline has to go back to the RCA

with that ‘actual’ information, and update the old
‘recourse tariff’ that was based on estimtes (HB 4
anended)

The pipeline also has to update the recourse tariff in
the future, whenever the pipeline plans an open season
to expand the pipeline or to ask for custoners for
capacity if extra space becones available (HB 4
anmended)

1: 45: 33 PM

REPRESENTATI VE HAWKER, returning to Co-Chair Feige's earlier
guestion regarding how SSHB 4 acconmpdates future shippers,
specified that it is part of the legislation and is not part of
Amendrent 1, which is clarifying the original |egislation. He
then directed the commttee's attention to page 43 of SSHB 4
that creates a new regul atory section, AS 42.08.300(d), which he
said is essentially a nmandatory consideration of expansion.
However, due to the constrained econom c environnent caused by
the state's contractual obligations under AGQA, proposed AS
42.08.300(d) also recognizes that no expansion of the pipeline
can be considered if it is a conpeting natural gas pipeline
under the ternms of AG A

1:47:25 PM

REPRESENTATI VE TARR asked whether there is a threshold that
woul d then require the open season to begin.

REPRESENTATI VE HAVWKER sai d t hat it is st at ed in t he
af orenenti oned statute

REPRESENTATI VE TARR opined that it does not make it clear what
portion of the capacity would be left available to trigger the
[ open season].

M5. DELBRIDGE surmsed the question is regarding how nuch
interest does there have to be to warrant an open season for an
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expansi on. The |anguage currently reads iif one has a
commercially viable expansion opportunity.” She expl ained that
a pipeline knows what reasonable increnents in which it can
expand based on conpression and engineering. She further
expl ai ned that a conmpany that wants to ship a very small vol une
of gas on the pipeline will likely not be enough on its own to
warrant an expansi on. However, several entities could trigger
an expansion; it needs to be a comercially reasonable

proposi tion.
1:48: 47 PM

REPRESENTATI VE SEATON, regarding the RCA with actual information
and the recourse tariff that includes the rate of return,
recalled that there have been problens with other gaslines in
the state such that funds provided by nmunicipalities or other
entities is rolled into the base and thus the rate of return is
structured on funds that were not actually invested by the

conmpany. In this case, there could be a state contribution or
other contributions of funds that were not borrowed and were not
paying an interest. He then asked whether the legislation

includes |anguage to ensure that such an extra contribution of
noney by the state or another entity not be included in a rate
of return cal cul ati on.

MS. DELBRI DGE answered that any contribution of cash or equity
is sonmething regulatory bodi es expect one needs to earn a return

on. For exanple, a private entity that is part-owner of the
pi peline that provides a certain anount of equity in exchange
for sone debt to finance will expect and is entitled to an
allowable rate of return on that. If the state provided funds

directly to [the pipeline], the legislature would have to decide
whether it was a direct subsidy on which there was no
expectation of a return or whether there was the desire to
restrict the use of the funds at that point in tinme to areas
that would directly lower the rate without needing a rate of
return on that.

1:51: 33 PM

REPRESENTATI VE SEATON remarked that normally he would not think
this is something that would need to be considered, except that
there has been a problem with a gas entity that has received
contributions in aid of construction from those to whom it is
suppl yi ng gas. Al t hough that value is not put forward by the
gas conpany, it is rolled into [the gas conpany's] value on
which it earns a rate of return. He expressed the need to
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ensure there is not this glitch going forward. Representati ve
Seaton further expressed the need to ensure that the pipeline
conpany cannot include in the [rate of return] calculation
anything that finances the pipeline such that the pipeline
conpany has to pay a rate of return or it is their noney that is
provided, or if for sonme reason there is a contribution in the
aid of construction that is not getting a rate of return.

IVS. DELBRIDGE said she has noted Representative Seaton's
concern.

1: 53: 06 PM

REPRESENTATI VE HAWKER, as a joint prinme sponsor of SSHB 4,
characterized this as a policy call for the legislature. On
page 10 of SSHB 4, proposed AS 31.25.090(c) incorporates a
policy call that state entities need to provide to the pipeline
natural resources that are at the state's disposal and those may
not be included in a rate base proceeding under AS 42.
Representative Hawker stated he is not confortable at this tine
with a policy call that automatically disqualifies the state
from earning a rate of return on investnent should the state
wish to financially contribute to the pipeline project. He
opined that it's an appropriation decision, an investnent
decision, the paranmeters of which should be debated on its
nerits at a future tine rather than now He rem nded the
committee that SSHB 4 is nore than just a single pipeline
project rather it provides the state wth the resources
necessary to participate in any pipeline project that becones
vi abl e under any manner that's appropriate for the state. "It
may very well be appropriate for the state to be earning a rate
of return on an investnent if we take a stake through AGDC or
t hrough financial investnent by the state, in a pipeline that's
largely owned or controlled by others as well," he said.
Representative Hawker said that it is not an oversight but
rather a policy decision that the comm ttee nust nake.

REPRESENTATI VE SEATON clarified that he was not suggesting that
the commttee make a policy call that the state should or should
not earn a rate of return. However, there is a situation in
which funds paying for pipelines that is in aide of
construction, which is required to be provided by other parties,
is rolled in as if an investnment by the pipeline. He reiterated
the need to ensure there is not a "RCA glitch."

1:56: 57 PM
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M5. DELBRIDGE, returning to her presentation, began review of
Amendnent 1 itself as related on slide 12, which read [origina
punct uati on provided]:

Amendnent :

1. Significantly increases the RCA's role in resolving
di sputes, offering better accountability to potenti al
shi ppers; the public; and interested parties

2. Ensures that all parties with shipping contracts
and potenti al shi ppers have an opportunity to
participate in disputes not directly involving them

3. Protects against the potential of ‘runaway’ rates
of return, making the pipeline nore accountable to
custoners and ratepayers

4. Anplifies the role of the recourse tariff by adding
substantial RCA review, creating a nore accountable,
open and fair process for shippers, future shippers,
rel ated custoners, and ratepayers

1: 58: 18 PM

REPRESENTATI VE JOHNSON inquired as to whether the process used
by the RCA to set the recourse rate is standard. He further
inquired as to whether there is an opportunity to set a recourse
rate that m ght not be attractive enough or cause bal king. WII
the RCA, he asked, have enough information to set a reasonable
[recourse rate] that works.

M5. DELBRIDGE confirned that is a concern the sponsors have had
as well. Under Anmendnent 1 the RCA would not be allowed to set
a rate. The carrier, she explained, proposes the recourse
tariff, including the rates, and the RCA reviews those in terns
of whether the rate elenments are within a reasonable range. The
RCA also reviews the terns and conditions to ensure they are not

unduly discrimnatory. The RCA does not actually get to set
t hose rates. She agreed with Representative Johnson that the
carrier going into an open season wll wuse estimated data.

However, the data has to be proved up fairly well because it is
the data and rates that are being taken to the comrercial
parties/interests. Therefore, the data will have to stand up to
the scrutiny of those who promse 20 years of contracts in the
pi pel i ne.

2: 00: 08 PM

REPRESENTATI VE JOHNSON recal led that Ms. Del bridge had testified
earlier that the RCA nust set the recourse tariff prior to an
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open season. He inquired as to whether it would be nore
accurate to say the RCA approves a rate brought by the pipeline.

M5. DELBRIDGE replied yes, the RCA needs to approve or disprove
a rate and does not set [the recourse tariff].

REPRESENTATI VE JOHNSON remarked that he is nore confortable with
that situation.

2:00: 38 PM

REPRESENTATI VE TUCK inquired as to whether it would be a failed
open season if an open season is not comrercially viable for
sone and they are | ower than the approved recourse tariff.

V5. DELBRI DGE surm sed that Representative Tuck is inquiring as
to what happens if the recourse tariff is not affordable to
certain custoners. The recourse tariff is the "sticker price,"
and thus if the pipeline wants custoners, it wll have to put
forth a defensible recourse tariff that is a true representation
of what it will cost to build and operate the pipeline with a
reasonable rate of return on the investnents. There is not a
ot of room to reduce the recourse tariff w thout reducing the
operating and construction costs. The expectation is that the
pi peline has a recourse tariff, but potential shippers negotiate
the rate at which they will sign a contract. Therefore, it is
unlikely to be that "sticker price," she said.

2:02: 03 PM

REPRESENTATI VE TUCK asked then whether it is unlikely that the
pi peline would sign anything | ess than the recourse tariff.

M5. DELBRIDGE specified that it is likely that the pipeline
woul d sign contracts with rates |less than the recourse rates,
although there is nothing that specifies that it has to be

| ower. There may be sonmeone who nay be willing to pay nore for
certain volunmes or to get gas in at a place on the pipeline that
is difficult for the carrier and is going to cost nore. The

af orenenti oned are negoti abl e.
2:02:35 PM

REPRESENTATI VE TUCK inquired as to whether there is a floor with
t he negotiated price.
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MS. DELBRI DGE responded that there has to be a floor because the
pi peline knows what it needs to charge in order to provide the
servi ce.

REPRESENTATI VE HAVWKER rem nded the conmittee that this is in the
context of an initial open season for any pipeline. The open
season, he stated, is about obtaining the |long-term conmtnents
from potential shippers that are taken to the financia
mar ket pl ace, which thoroughly scrutinizes the project. The
floor is clearly established by the markets should soneone
approach themw th an unreasonabl e request for financing.

2:04:14 PM

REPRESENTATI VE TARR, referring to slide 11, pointed out that
this is addressing the point at which the pipeline is built and
actual construction costs and other costs are known. She then
inquired as to what would happen in a situation in which
construction was delayed for a natural disaster and ultimtely
the costs were substantially nore expensive because of the
del ay.

M5. DELBRIDGE related that the force majeure provision, which
nost of these contracts include, would address a |arge disaster
causing massive problenms such that the deals are off. The
contracts also tend to include an allocation of risk and
responsi bility for cost overruns in construction.

2:05:50 PM

REPRESENTATI VE TARR surmised then that prior to rmaking
adjustnments to the recourse rate prior to an open season, the
new custoners would |ikely be under the new rate that may be
hi gher than the original rate.

M5. DELBRIDGE specified that the revised recourse tariff prior
to an open season would be the npbst current and accurate
reflection of the real operating costs of the pipeline.

2:07: 05 PM

M5. DELBRIDGE, continuing her presentation, turned attention to
the dispute process as related on slide 13, which read [original
punct uati on provided]:

Amendnent : Di sput es
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1. Contracts between shippers and a pipeline can
i nclude a dispute resolution nethod

2. If so, the nethod nust be included in the
pipeline’s recourse tariff (ternms and conditions of
service)

3. A dispute resolution nethod nust:
-Notify all shippers of a dispute
-Result in a process determ ned by an independent
third party/ panel
-Allow existing shi ppers and credi twort hy
potential shippers to participate
-Participants nust neet the RCA s standards
for intervention

2:08:17 PM

REPRESENTATI VE JOHNSON asked whether the participants that nust
meet the RCA's standards for intervention include external third
parties to the contract.

M5. DELBRIDGE clarified that the participants have to be
exi sting shippers with the contract or creditworthy potential
shi ppers that have requested pipeline capacity. She rem nded
the commttee that this is referring to contractual disputes.

2:08:58 PM

M5. DELBRI DGE, resumng her presentation, referred to slide 14,
whi ch read [original punctuation provided]:

Amendnent : Di spute resolution, con't.

When can the RCA step in?

1. Disputes related to things that are not subject to
contractual dispute resolution nmethods (catch-all)

2. Conplaints brought by someone who doesn’t have a
contract with the pipeline

3. Conmplaints about the way an open season s
conduct ed

4. Disputes that cannot otherwi se be resolved that
involve a public wutility and would result in an
i medi ate threat to the public health and safety

M5. DELBRI DGE noted one substantial caveat with disputes is that
the RCA can intervene and address those disputes involving a
public wutility receiving gas when it wuld result in the
imediate threat to the public health or welfare. There is no
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desire to allow a contractual dispute to result in a power
utility in Fairbanks, say, not getting the gas it needs.

2:10: 03 PM

REPRESENTATI VE TUCK related his understanding that there does
not have to be a dispute resolution when there is a dispute
between two parties; they can use the courts to resolve the
di sput e.

M5. DELBRIDCGE explained that the carrier has the option to
provi de by contract a dispute resolution nmethod. |If the carrier
chooses to do so, it has to be included in all of the contracts.
The carrier [through Amendnent 1] is being given the option
upfront. She noted that theoretically, the carrier could decide
it wants the RCA or the courts to adjudicate everything, in
which case it has to go into the recourse tariffs and the
contracts. Therefore, it essentially becones one of those terns
and conditions of service that does not get to change between
parties.

2:11:54 PM

REPRESENTATI VE TUCK requested that M. Del bridge mnmake note of
t hose sections as she continues her review.

M5. DELBRIDGE, per Representative Tuck's request, pointed out

that the resolution process is located on page 1, line 13,
t hrough page 2, line 13, as well as on page 7, lines 16-28, of
Amendnent 1.

2:13: 05 PM

REPRESENTATI VE JOHNSON asked whether dispute resolution wll
hold up a deal because of the various ways in which it can be
handl| ed.

M5. DELBRIDGE answered that generally speaking, everyone |just
wants to know that there is a nethod for disputes.

REPRESENTATI VE JOHNSON said he just wanted to ensure that
provisions are not included in SSHB 4 that could potentially
cause disconfort.

M5. DELBRIDGE related that although AGDC has hel ped craft this

| anguage and the | anguage is acceptable to AGC, she offered to
rai se that issue with AGDC.
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REPRESENTATI VE JOHNSON noted that AGC will not be shipping any
gas.

2:15:14 PM

M5. DELBRIDGE, in response to Representative Tarr, related her
understanding that she is referring to a situation in which the
initial recourse tariff is approved and the precedent agreenents
become firm transportation agreenents there is a revised

recourse tariff. She further understood Representative Tarr to
be asking whether [at the point of having the revised recourse
tariff] a new dispute resolution can be negotiated. In

response, M. Delbridge explained that the contracts are final
for all the shippers, and thus everything stands. To materially
change a term or <condition of service that inpacts other
shippers on a pipeline that 1is to substantially anmend a
precedent agreenment, one would need to go before the RCA and
justify why it is necessary to change the terns and conditions
bei ng of f ered.

2:16: 50 PM

REPRESENTATI VE OLSON inquired as to whether portions of the
Trans- Al aska Pipeline System (TAPS) contract |anguage has been
i ncl uded this.

MS. DELBRIDGE deferred to Tina Govier, contract attorney to
AGDC who has a specialty in regulatory matters, and thus hel ped
with a nunber of the elenents that are included in this section

2:18: 50 PM

TINA GROVIER, Contract Attorney, Alaska Gasline Devel opnent
Corporation (AGDC); Shareholder, Birch Horton Bittner & Cherot,
rel ated her understanding that the [dispute resolution] |anguage
was not taken from TAPS or existing statutory |anguage but
rather was created to address a specific point.

2:19: 32 PM
M5. DELBRIDGE, returning to her presentation, directed the
committee's attention to slide 15, which read [origina

punct uati on provided]:

Amendnent : Excessive rates of return protection

HOUSE RES COW TTEE -25- March 1, 2013



Excessive rates of return are not anticipated,
however :

Every three years the carrier has to submt a detailed
cost study to the RCA

- Actual, current costs, within 90 days of the close of
t he pipeline’ s annual accounting period

- Report has to include a calculation of the three-year
average actual return on equity

2:20: 33 PM

M5. DELBRIDGE nmoved on to slide 16, which read [original
punct uation provided]:

Amendnent : Excessive rates of return protection,
con’'t.

® The RCA nmust review the cost study and verify if the
rate elenent ‘actuals’ are the sane as the RCA
previ ously approved [recourse tariff]

e |f the elenments do not match, the RCA requires a
corrected report

*|f there is nore profit than all owed per the approved
rate of return, the excess has to go into a segregated
operating reserve fund

* The pipeline has to keep putting excess into the

fund, until the fund hits 20% of the annual average
operating costs of the pipeline
®* Once the fund is full - 20% - the pipeline uses any

remai ni ng excess to reduce the firm service rates for
all shippers in the next 3-year period

®* The pipeline can draw on these reserves in three-year
periods in the future when operating costs are high
and result in a shortage of rate of return

2:22:25 PM

REPRESENTATIVE P. WLSON asked what occurs in a scenario in
whi ch the [shippers] nake | ess.

M5. DELBRIDGE rem nded the commttee that the rate of return is
not a guarantee rather it is an opportunity to earn it in terms
of managi ng the business well and keeping operating costs under
control. Therefore, if the pipeline did not receive the rate of
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return it desires, then it likely needs to operate in a
di fferent way.

2:23:27 PM

REPRESENTATI VE TUCK, referring to the requirenent for the
pipeline to mintain a segregated operating reserve fund,
related his understanding that [the pipeline] is not susceptible
to the volatility of gas pricing as that wll be based on how
much the pipeline is able to efficiently run the operating
portion of the transportation of the gas.

M5. DELBRIDGE indicated agreenent that Alaska is so separate
from other gas markets that it tends not to be dramatically
i npacted by them She noted that the [pipeline s] operating
gas will likely be for sonmething for which they have contracted
for a length of tine.

2:24: 37 PM

M5. DELBRIDGE, continuing the presentation, noved on to slide
17, which read [original punctuation provided]:

Amendnent: Recourse tariff
Previously, required the pipeline to file a recourse
tariff in advance of an open season; an open-to-all-

conmers sticker price

Now, RCA nust use a pipeline’s cost study to review
and approve a recourse tariff

Hei ght ened scrutiny
Standard of review not unduly discrimnatory (fair)

The recourse tariff nust include the procedure for
conducti ng open seasons

2:25: 45 PM

M5. DELBRIDGE, referring to slide 18, explained that wth
Amendnent 1, a recourse tariff would have to be filed before the
first open season for a new pipeline; after construction, a

revision will have to be filed; and a revision wuld also have
to be filed in advance of any open season for new capacity or
pi pel i ne expansions. She rem nded nenbers that the recourse
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tariff is the sticker price and these are the terns that anyone
has the option of using to get in on the pipeline, regardl ess of
whet her they want to negotiate. Wth the recourse tariff
everyone has the opportunity to get in on the pipeline on the
same ternms. She then noted that the recourse tariff is commonly
used for short-terminterruptible capacity, when avail abl e.

2:26: 44 PM

REPRESENTATI VE TARR asked whether there would be an opportunity
to negotiate above the recourse rate for short-term capacity of
t he pi peline.

MS. DELBRI DGE answered that such capacity is generally going to
be short-term capacity and it is in the pipeline's interest to
have soneone using available capacity. A long-term contract
would be firm uninterruptible service and one would |ikely
negoti ate bel ow the recourse tariff.

2:28: 00 PM

REPRESENTATI VE JOHNSON posed a scenario in which shipper A is
committed to a specific amount of gas and shipper B has to shut
down, and asked whether shipper A could take on [that capacity
left by shipper B] at a recourse rate because [shipper A] has an

opportunity overseas. Current shippers, he said, wll take
advant age of excess capacity. He inquired as to how it would
wor K.

M5. DELBRIDGE responded that volume of an existing contract
woul d not guarantee that space because the terns have already

been negotiated and it is not a fair opportunity to
automatically grant through negotiati ons any excess space to any
one person. Therefore, the contract will be for a set volune.

In the existing regulatory framework when there is excess
capacity, the pipeline wuld need to notice it so that those
interested in shipping it can do so. She noted that Lower 48
pi pelines commonly use an electronic bulletin board that posts
avai l abl e capacity and its details.

2:29:27 PM

REPRESENTATI VE JOHNSON clarified his scenario as one in which
shipper A has a rate below the recourse rate, for a certain
vol une. In such a situation in which a certain volune becones
avai |l abl e, he asked whether any additional gas shipped to fill
the excess capacity would fall under the recourse rate or the
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contract rate [of shipper A]. He asked if M. Delbridge is
saying that [shipper Al is not guaranteed a rate, regardless of
vol une.

REPRESENTATI VE HAWKER stated that the discussion is noving into
the area of how pipelines operate in general and the interplay

of contract |aw. Utimately, a pipeline is an assenbl age of
contracts between commercial parties who then go forward, build
a pipeline, and nove gas through it. He enphasi zed that one

must renenber that these |ong-term anchor contracts are "take or
pay" contracts, such that if a shipper does not neet its
shipping commitnent it still pays the pipeline as if it shipped
all the gas it had to ship. He explained that how the |ack of
gas in the pipe or ullage is filled and nmanaged is part of the
terms and conditions in the precedent agreenments with all the
parties; the commercial agreenents that underpin the operations
which are determned between the various parties to the
pi pel i ne.

2:31:47 PM

REPRESENTATI VE JOHNSON remarked that he was |ooking at an
opportunity for profit. He clarified that he was |ooking at a
situation in which a shipper on the pipeline does not fulfil
his shipping conmmtnment but wll pay the pipeline per the
shi ppi ng conmi t nent. In such a situation would sonmeone wanting

to use that avail able capacity do so under the recourse rate or
their current rate.

REPRESENTATI VE HAWKER reiterated that the wullage nanagenent
would be in the terns and conditions of precedent agreenents
that ultimately becone firmtransportati on agreenents.

2:32: 30 PM

REPRESENTATI VE JOHNSON asked whether under RCA rules there is
the capability for one shipper to say he wll fill in for
anot her shipper in order to avoid the process.

REPRESENTATI VE HAWKER remarked that Representative Johnson has
posed a good question. If a shipper finds itself unable to neet
its obligations and has to pay for them the shipper is likely
to attenpt to acquire the necessary gas in order to fulfill
shi ppi ng comm t ments. However, the gas would be acquired under
a separate contractual agreenent outside of selling pipeline
capacity. Representati ve Hawker rem nded nenbers that what an
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i ndi vi dual shipper wants can be negotiated at the front end of
t he contractual process.

2:33:54 PM

REPRESENTATI VE JOHNSON commented that sone of these problens
won't be foreseen, and inquired as to whether RCA approval would
be required. In response to Representati ve Hawker ,
Representative Johnson agreed that he would like to sell the
space tw ce.

REPRESENTATI VE HAWKER characterized these issues, in the
contracting and business world, as the known unknowns, which he
said are conmmon. He offered to provide the commttee with nore
i nformation regardi ng how pi pelines operate.

2: 35: 06 PM

REPRESENTATI VE JOHNSON related that he would like to keep the
RCA out of it and ensure that nothing in Amendnent 1 forces RCA
i nvol venent in the negotiations of private parties.

M5. DELBRIDGE stated that there is nothing that lets the RCA
have involvenment in the negotiations that private parties
conduct .

2:36: 03 PM

MS. DELBRIDGE, resuming her review of Anendnent 1, paraphrased
fromslides 19-21, which read [original punctuation provided]:

Amendment: Recourse tariff, con't.
Revi ew process:

RCA nust review and approve initial recourse tariff,
and any substantial amendnents

1. Ter ns and conditions nay not be  ‘unduly
di scrim natory’

2. Rates need to be supported by an acconpanyi ng cost
st udy

RCA looks at rates and, weighing the risks of the
particul ar pipeline, |ooks at:

1. Is the proposed rate of return wthin a reasonable
range per recent FERC deci sions?
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2. Does the cost nodel incorporate a reasonable
depreciati on nmethod and econonmic |ife?

3. Does the cost nodel use a reasonable capital
structure?

RCA can deny recourse tariff; RCA nust rule on a
recourse tariff within 30 days

VWhat is “reasonabl e?”

These elenments are reasonable if they are “commonly
accepted or wused by the commssion or the Federal
Ener gy Regul at ory Conmi ssi on”

- Sanme review process, standards, apply for recourse
tariff revisions in the future

- Rate elenents previously ruled ‘reasonabl e’ now have
to match what the RCA initially allowed

- RCA shall deny recourse tariff revisions if
terns/conditions are unduly discrimnatory

- RCA shall deny recourse tariffs if they do not
include the previously approved rate elenent values,
unl ess the pipeline can prove the new elenent is just
and reasonabl e

- For recourse tariff revisions, the RCA has 90 days
to act

2:38: 20 PM

REPRESENTATI VE JOHNSON inquired as to what happens [to the
recourse tariff revisions] at the end of the 90 days if RCA does
not act.

REPRESENTATI VE HAWKER interjected that he has another anmendnent
that will address sone of these concerns.

M5. DELBRIDGE directed attention to subsection (c) on page 5 of
Amrendnent 1, which read:

(c) Unless a recourse tariff is denied because it
i ncludes a proposed term or condition of service that
is unduly discrimnatory or includes a proposed rate
el enent that does not conmply with (b) of this section,
the commi ssion shall approve the initial recourse
tariff. If the comm ssion does not issue its ruling
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within 30 days, the initial recourse tariff filing
shal | be consi dered approved.

2:39:47 PM

COCHAIR FEIGE inquired as to why there is such a difference in
the timefrane for the RCA to act as it has 90 days to act on the
recourse tariff revision versus 30 days to act on the original
deci si on.

M5. DELBRIDGE remnded the commttee that on the initia
recour se tariff esti mat es are bei ng used whi |l e t he
future/revisions of the recourse tariff use actuals. Therefore,
there is less of a need to delve too deeply into the estimtes
whereas when the actuals are available there is nore to explore.
In response to Representative Tuck, M. Delbridge confirnmed that
regardl ess of the reason if the RCA does not act within 30 days
[on the initial recourse tariff], then it 1is automatically
approved.

2:41: 02 PM

M5. DELBRIDGE, returning to the presentation, directed attention
to slide 22, which read [original punctuation provided]:

Amendnent: Overal |

1. Because the amendnent creates a significant review
and approval process for the recourse tariff, the
recourse tariff becones nore inportant

2. So, the anendnent has sone pieces where the
recourse tariff plays a greater role; for exanple, the
tariff nust include procedures for holding an open
season, and the recourse tariff will be the *'official
record of t he pi peline s of fering (rates,
terns/ conditions)

3. Also, sone housekeeping: giving the RCA greater
latitude (simlar to other regulatory chapters) to
investigate, to access pipeline accounts, financials
and records;

4. And, as we’'ve directed the RCA to clearly ‘do’ sone
things in relation to the recourse tariff, we go back
into the ‘General Powers and Duties’ to be clear on
t he boundaries of the RCA's powers
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2:42:15 PM

MS. DELBRI DGE pointed out that this can be found on page 2, |ine
17, of Amendnent 1. Wiile the RCA was told that a carrier has
to make a recourse tariff filing at certain points, the |anguage
al so says that the RCA cannot otherwi se nmake them do such a

filing. Therefore, the RCA cannot go beyond what has been
specified and try to nmke other things happen. Ms. Del bridge
said that is a review of Amendnent 1 in a conceptual |ight and

of fered to answer any questi ons.
2:43: 21 PM

REPRESENTATI VE TUCK inquired as to who approves a contract as
referred to in Anendnent 1 on page 2, |ines 25-26, which read:

(4) conduct further review or investigation
of a contract that is approved, considered approved,
or filed under this chapter."”

M5. DELBRIDGE said that is the RCA's general powers and duties
piece, and thus it would be the RCA that had to have approved or
woul d have been "considered approved” if it was a situation in
which the RCA failed to act. In further response to
Representative Tuck, M. Delbridge clarified that this is the
general powers and duties and it tells the RCA that, except for
the things that the chapter tells the RCA it can approve, it
cannot delve back into those things that it has already
approved.

2:45: 00 PM

REPRESENTATI VE = TARR, regarding ullage and Representati ve
Johnson's hypot hetical scenario, asked whether when a contract
including a provision [that allowed shipper A to help shipper B
neet its ullage] would nean that there would not be an open
season because the capacity would be net.

M5. DELBRIDGE explained that individual shippers wll have
i ndi vidual contracts with the carrier. Therefore, shipper A
giving to shipper B would not necessarily be part of the
relationship between the carrier and either of the shippers,
unl ess the two shippers have an agreenent otherw se. [ Such an
agreenent] is not part of the pipeline transport but rather is
part of the production and sale of gas prior to entering the
pi pel i ne.
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2:46:13 PM

REPRESENTATI VE TARR surm sed then that it would not be in the
original ternms and conditions of the original recourse tariff as
to how capacity issues are net should there be a situation in
whi ch capacity is not net by one of the contracts.

M5. DELBRIDGE clarified, wth regard to ullage, that it is in
everyone's interest to maintain certain volunmes. Therefore, the
carrier is going to have ternms as to how they will handle that.
However, one conpany getting nore gas to another is something
t hat happens prior to it even going into the pipe. Furthernore,
because it is not a contract wth the pipe for shipnent, it
woul d not be relevant to those.

2:47: 22 PM

REPRESENTATI VE TUCK noted his objection to Anendnent 1. He then
directed attention to the change on page 3 of Amendnent 1 that
would on page 42, line 28, delete "proposed® and insert
"approved". He pointed out that line 28 includes the term
"“proposed” twice, and therefore he inquired as to the intent of
t hat change.

M5. DELBRI DGE expl ained that the precedent agreenent wll not
have been nmde yet, and thus one wll use a proposed form
whereas the recourse tariff needs to be approved prior to the
open season during which the precedent agreenents woul d be nade.
Therefore, page 42, line 28, of SSHB 4, would be anended to
read: "contain the approved recourse tariff, the proposed form
of the precedent agreenent,".

REPRESENTATI VE TUCK suggested then that the change to page 42,
line 28, in Amendnment 1 should specify that the "proposed” being
deleted is follow ng the | anguage "contain the".

M5. DELBRIDGE concurred that only the first "proposed® on page
42, line 28, of SSHB 4 is to be replaced with "approved".

REPRESENTATI VE HAWKER interjected that having this clarification
on the record should suffice for Legislative Legal Services when
it incorporates Amendnment 1 into SSHB 4.

2:50: 16 PM
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REPRESENTATI VE TUCK then directed attention to the follow ng
change proposed in Arendnent 1:

Page 43, line 27, follow ng "basis":
| nsert "and may be | evel i zed over t he
depreciation life of the pipeline"

REPRESENTATI VE TUCK recalled discussion regarding having a
three-year average in determning the 20 percent that can be
held in reserve, anything above that can be returned. He
related his understanding that [the |anguage being inserted on
page 43, line 27] applies to that. He inquired as to what the
| anguage actual |y neans.

2:51:57 PM

M5. DELBRIDGE began by stating that this provides the carrier
the option to levelize rates over the depreciation |ife of the
pi peline when the carrier determnes its capital structure. For
further response, she deferred to AGDC staff.

2:52: 43 PM

DARYL  KLEPPI N, Manager , Commer ci al Team Al aska Gasline
Devel opnent Corporation, explained that the |anguage allows for
| evelized tariffs in the recourse tariff, which is determ ned
prior to the open season and after the actual costs are known.
Those |l evelized costs are primarily around the capital structure
that is how nuch equity and debt one has. There wll always be
a slight variation with the operating costs because those aren't
precisely known until the pipeline is operating. Therefore, the
costs aren't conpletely flat over the course of the 30 years but
nostly flat with small variations around operating costs. He
echoed Ms. Delbridge's coment that the aforenentioned is an
option not a requirement for the carrier.

2:53: 39 PM

REPRESENTATI VE TARR inquired as to whether 30 vyears is the
standard tinme period used as the depreciation Ilife of the
pi pel i ne.

MR. KLEPPIN answered that for its project and update, that's the
term AGDC has used for the pipeline for depreciation. He
acknowl edged that the pipeline nay have an economc |ife that
goes beyond 30 years.
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2:54:16 PM

REPRESENTATI VE TUCK directed attention to page 4, lines 8-13, of
Amendrment 1 and inquired as to why the [|anguage "Rules,
regul ations, ternms, and conditions not included in the tariff of
an in-state natural gas pipeline carrier shall be included in
the contract with each shipper.”

M5. DELBRIDGE explained that if everything goes into the
recourse tariff, then there should be no additional ternms and
conditions left to be negoti at ed.

2:56:56 PM

REPRESENTATI VE TUCK returned to the issue of what's included in
t he di spute resol ution.

M5. DELBRI DGE pointed out that page 7 of Amendnment 1 discusses
what a contractual dispute nmechani sm | ooks Iike.

2:58: 06 PM

REPRESENTATI VE TUCK surmi sed that the |anguage on page 7, lines
24-28, of Amendnent 1 permts the participation of existing
shippers and creditworthy potential shippers that make a good
faith request, but does not require them to go into dispute
resol ution. He recalled that a pipeline conpany that has
contracts that include dispute resolutions requires that all the
[ shi ppers] have the sane dispute resolution in their contracts.
However, the aforenentioned new |anguage being inserted by
Amendnment 1 to page 47, lines 30-31, of SSHB 4 would nerely
permt the participation of existing shippers.

V. DELBRIDGE clarified that the language permts the
participation of existing shippers in a dispute sonmeone has with
t he pipeline. Therefore, at |east they have an opportunity to
step in and defend their interests in the pipeline in relation
to the dispute.

REPRESENTATI VE HAWKER interjected that this is a "context of the
whol e" i ssue. Therefore, one nust consider the |anguage in
terms of the subsection under which it falls, which read: "(b)
The recourse tariff or a contract filed by an in-state natura
gas pipeline carrier may include a dispute resolution procedure.
A dispute resolution procedure shall". Therefore, a recourse
tariff or a contract may include a dispute resolution. |If there
is a dispute resolution, it nust include the itens specified in
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nunbers (1)-(3). He pointed out that although nunber (3) uses
perm ssive | anguage, it falls under subsection (b) that requires
a dispute resolution procedure to include nunbers (1)-(3) if the
recourse tariff includes dispute resolution.

3:02: 04 PM

M5. DELBRIDGE, in response to Representative Tuck, confirned
that the dispute resolution process would have to permt/all ow
the participation. The participation of other parties is not
requi red, but those who might be affected by a dispute with one
contracting party have to be allowed to represent their
interests in that.

REPRESENTATI VE TUCK surnmised then that the pipeline conpanies
are required to offer [a dispute resolution process], but not
every contract is required to have it. Therefore, if one
contract has [a dispute resolution procedure], then they are
required to offer it but it does not necessarily nean they have
to have it in each contract.

M5. DELBRI DGE pointed out that there is the dispute resolution
process that is laid out versus the nanagenent of that process.

Therefore, the process is there for everyone. There can be a
requirenent that people sign a contract that has dispute
resolution [procedures], but one <cannot require soneone's

involvenent in any dispute that arises wunder that dispute
resol ution process. For exanple, if two parties have a dispute
and another interested party in the pipeline fears his/her
interest may be inpacted by how the two parties in the dispute
resolve the dispute, the process in contract for resolving
di sputes nmust allow that other interested party to have the
opportunity to participate.

3:04: 08 PM

REPRESENTATI VE SEATON directed attention to the proposed change
on page 3, lines 19-20, of Anmendnent 1, and pointed out that
were it to be adopted the |language in SSHB 4 on page 43, |ines

30-31, would read, "An in-state natural gas pipeline carrier nmay
contract to provide firm transportation service on terns and
conditions and for rates different than those in the recourse
tariff." Although he understood that the recourse tariff would
have the terns and conditions that were offered to all, this new
| anguage would seem to allow contracts with different terns and
conditions to be offered than those in the recourse tariff.
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MR. KLEPPIN commented that typically when people discuss "terns"”
they refer to "terns and conditions". Therefore, the |anguage
"and conditions" was added for consistency. Since there wll be
slightly different terns and conditions, tariff rates, between
different classes of shippers, fundanentally the key terns and
conditions wll be the same in all contracts. There are
vari ati ons when one does not "unduly discrimnate.” He noted
that there would be differences in off-take points and etcetera,
whi ch woul d be differences in terns and conditions but would not
unduly discrimnate.

3:07:31 PM

REPRESENTATI VE SEATON rel ated his understanding that the tariff
was going to have a schedule of rates that would take into
account those different classifications. He related his further
understanding that those ternms and conditions would be there for
everyone. However, the proposed change on page 3, lines 19-20,
of Amendnment 1 seens to say maybe that is not the case, which is
of concern.

M5. DELBRI DGE expl ained that the ternms and conditions do have to
be reviewed by the RCA as not unduly discrimnatory. Therefore,
M. Kl eppin is correct that a different class of service may
have slightly different rules. However, the point is that under
the recourse tariff one sees what different classes are going to
have. Furthernore, in order to not be unduly discrimnatory one
would have to have a reason and explain why there would be
something different given to one group than another. For
exanple, one could have custoners wth different seasona
demands than nost of the other custoners.

REPRESENTATI VE HAWKER interjected that the addition of "and
condi tions" on page 43, line 31, followi ng "basis" is technical.

3:10: 02 PM

REPRESENTATI VE SEATON clarified that he is not concerned wth
the rates because he understands they are going to Dbe
negoti at ed. In subsection (b) on page 43, lines 25-29, of SSHB
4, the firm transportation service for the recourse rates is
being set. However, subsection (c) then says that firm
transportation wll be offered on ternms and conditions at
variants to the recourse rate schedule that is to apply to
everyone.
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M5. DELBRIDGE said that Representative Seaton is correct and
per haps the |anguage "conditions" was inserted in a place where
| anguage other than "terns" should have been used. There are
termse and conditions of pipeline operations that should not
change, such as quality of gas standards and accounting
procedures, and then there are rates that can vary across
shi ppers. M. Kleppin spoke to other factors that influence the
rate, such as volunes and where the gas cones in and goes out.
There are also terns that mght be part of a negotiated contract
that are not part of this "ternms and conditions”, such as when a
shi pper needs transportation service. Therefore, she questioned
whet her this proposed change to page 43, line 31, of SSHB 4 is
overreaching and the change should have instead been to change
the word "terns".

REPRESENTATI VE SEATON concurred that is what he was addressing.
3:13:30 PM

REPRESENTATI VE TARR rel ated her understanding that there are 180
days to approve the contract carrier agreenment, 30 days for the
initial recourse tariff filing, and 90 days for the recourse
tariff wupon conpletion of construction. She expl ai ned that
she's reviewing the tinmeline in terms of the workload for the
RCA.

3:14: 05 PM

V5. DELBRI DGE opined that those tinelines are correct, but noted
that they will be spaced out over tinme rather than all at once.
The RCA will not have to review all those things at once. The
recourse tariff will be present before a carrier even has an
open season. After an open season, there is a wi ndow to approve
the outcone of that, the [participating area] PA. Later, when a
revision is filed, the [RCA] will have 90 days to review.

3:14: 33 PM

The commttee took an at-ease from3:14 p.m to 3:38 p. m

3:38:50 PM

REPRESENTATI VE TUCK noved that the conmittee adopt Conceptual
Amendnent 1 to Anmendnent 1, such that the proposed change |isted

on page 3, line 2, of Anmendnent 1 would read:

Page 42, line 28, follow ng "contained the"

HOUSE RES COW TTEE - 39- March 1, 2013



REPRESENTATI VE TUCK expl ai ned t hat adoption of t he
af orenenti oned change to SSHB 4 would result in the |anguage on

page 42, lines 27-28, to read: "The notice shall contain the
approved recourse tariff, the proposed form of the precedent
agreenment ...." Conceptual Anmendnent 1 to Anendnent 1 1is

necessary, he explained, in order to delineate which of the two
"proposed” words on line 28 of SSHB 4 is to be deleted and
replaced with "approved".

There being no objection, Conceptual Amendnent 1 to Amendnent 1
was adopt ed.

3:42:09 PM

CO- CHAIR FEIGE noted now the commttee has before it the notion
to adopt Anmendnent 1, as anended. He further noted that
Representative Tarr had objected, but was not present at this
tine. He then inquired as to whether there was further
obj ecti on. There being no further objection, Anendnent 1, as

anended, was adopt ed.
3:42: 34 PM

REPRESENTATI VE TUCK commented that [the adoption of Anmendnent 1,
as anended] is a big inprovenment from the original |egislation
and thanked the sponsor for the clarifications and inprovenents,
al though the conprehensive nature of it may have been better
served as separate |egislation. He said he was glad for the
earlier discussion, which educated him regarding that SSHB 4
applies to all pipelines.

3:43:16 PM
CO- CHAI R FElI GE announced that SSHB 4 would be held over and that

the commttee would address the renmnmi nder of the anmendnents to
it on March 4, 2013.

Amendnent 1 to SSHB 4

Page 40, following line 21:
I nsert a new paragraph to read:

"(3) to the extent necessary to performthe
duties of the conmission under this chapter, have
access to, and nay designate its enployees, agents, or
consultants to inspect and examne, the accounts,
fi nanci al and property records, books, maps,
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i nventories, appr ai sal s, val uati ons, and related
reports kept by an in-state natural gas pipeline
carrier, or kept for an in-state natural gas pipeline
carrier by others, that directly affect the interests
of the state and directly relate to in-state natura
gas pipelines located in the state during nornal
busi ness hours;"

Renunber the foll ow ng paragraph accordingly.

Page 40, line 28, through page 41, l|ine 10:
Delete all material and insert:

"(1) review and approve recourse tariffs
filed by an in-state natural gas pipeline carrier
under this chapter;

(2) review and approve contracts;

(3) investigate on its own notion or after
receiving a conplaint, a dispute
(A related to rul es, regul ati ons,

services, practices, and facilities that are not
subject to the dispute resolution provisions in an in-
state natural gas pipeline carrier’'s contracts or
recourse tariff;

(B) presented by a conplainant that does
not have a contract with the in-state natural gas
pi peline carrier;

(O related to the conduct of an in-state
natural gas pipeline carrier's open season under
AS 42.08. 300; or

(D) related to an unreasonable dimnution
in quantity or quality in the provision of service to
a public utility that

(i) is a violation of the in-state natura
gas pipeline carrier's tariff or contract with the
public utility;

(it) has not been resolved by the in-state
natural gas pipeline carrier; and

(riti) will result in inmediate injury,
|l oss, or damage to the peace, health, safety, or
general welfare of the public as clearly denonstrated
by specific facts shown by affidavit or verified
conplaint;"

Renunber the foll ow ng paragraphs accordingly.

Page 41, lines 25 - 29:
Delete all material and insert:
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"(c) Except as provided in this chapter, the
commi ssi on may not

(1) require rates, rate design, or tariff
rates or regul ations;

(2) require an in-state natural gas
pi peline carrier to make a recourse tariff filing;

(3) order a nodification of a contract that
is approved, considered approved, or filed under this
chapter; or

(4) conduct further review or investigation
of a contract that is approved, considered approved,
or filed under this chapter."”

Page 42, line 26, follow ng "shall":

Insert "include in its approved recourse tariff
the procedures for conducting open seasons for
uncommtted firm transportation service and for
expansion. At a mninum the in-state natural gas
pi peline carrier shall"

Page 42, |ine 28:
Del ete "proposed”
| nsert "approved"

Page 43, following |ine 21:
I nsert a new subsection to read:

"(f) An in-state natural gas pipeline carrier
shall file revised recourse rates before conducting an
open season under (c) and (d) of this section unless
the in-state natural gas pipeline carrier filed
revi sed recour se rates during t he i mredi atel y
precedi ng two-year period.”

Page 43, line 23, follow ng "agreenment":

Insert ", a recourse tariff,"”
Page 43, line 27, follow ng "basis":

| nsert "and may be | evel i zed over t he
depreciation life of the pipeline"

Page 43, line 31, following "terns":
I nsert "and conditions"

Page 44, line 7, follow ng "service":
I nsert "and any substantial anmendnents”

Page 44, line 12, follow ng "chapter.":
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| nsert “In this subsecti on, "subst anti al
amendnent™ nmeans an amendnent that materially changes
arate or termand condition of service."

Page 45, lines 9 - 11:

Delete ", the natural gas pipeline carrier shal
provide to the conmi ssion a cost study that shall be
used solely for the purpose of this subsection”

| nsert "under (c)(2) of this section, t he
commi ssion nmay consider the in-state natural gas
pi peline carrier's approved recourse tariff, including
the cost data underlying that tariff"

Page 47, line 4:

Delete "all recourse tariffs"”

Insert "a conplete recourse tariff containing
rat es”

Page 47, lines 8 - 13:

Del ete "The in-state natural gas pipeline carrier
shall nmaintain copies on file at its principa
business office and at places designated by the
commi ssion and neke copies available to, and subject
to inspection by, the general public on demand. Rules,
regul ations, terns, and conditions not included in the
tariff of an in-state natural gas pipeline carrier
shall be included in the contract with each shipper."”

Page 47, lines 14 - 20:

Delete all material and insert:

"(b) The ternms and conditions under which an in-
state natural gas pipeline carrier offers its services
and facilities to the public shall be governed
strictly by the provisions of its currently effective
recourse tariff as supplenented and nodified by
contracts that have been approved by the comm ssion. A
legally filed and effective recourse tariff rate,
charge, rule, regulation, or condition of service may
not be changed except as provided in this chapter. The
in-state natural gas pipeline carrier shall maintain
copies of its recourse tariff on file at its principa
business office and at places designated by the
commission and make the copies available to and
subject to inspection by the general public on demand.

(c) A change in a recourse tariff rate, charge,
rule, regulation, or <condition of service is not
effective until filed under (a) of this section. |If
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nore than one recourse tariff rate or charge my
reasonably be applied for billing purposes, the
recourse tariff rate or charge nobst advantageous to
t he shi pper shall be used.

(d) The commission may reject the filing of al
or part of a recourse tariff that is not consistent
with this chapter. A recourse tariff rate or provision
so rejected is void.

(e) Initial and revised recourse tariffs shall
be filed in the manner provided in AS 42.08. 350.

Sec. 42.08.350. Initial or revised rates. (a) An
in-state natural gas pipeline carrier may  not
establish or place in effect an initial recourse
tariff containing rates, charges, rules, regulations,
conditions of service, or practices wthout providing
notice to the conmssion and to the public at |east 30
days before establishing or placing in effect the
initial recourse tariff. Notice shall be filed wth
t he comm ssion before an open season and by making the
recourse tariff provisions available for public
i nspection. The notice shall plainly indicate the tine
when the recourse tariff wll go into effect and
include a supporting cost nodel. The conm ssion may
prescri be additional requirenents for the notice and
the form in which the notice nust be provided. The
comm ssion, for good cause shown, may allow initial
recourse tariffs to take effect on |less than 30 days’
notice under conditions the comm ssion prescribes by
order. Submission of a precedent agreenent or an
associated contract is not subject to this section.

(b) The comm ssion shall review the proposed
initial recourse tariff and verify that the proposed
ternms and conditions of service are not unduly
discrimnatory. The comm ssion also shall review the
supporting cost nodel provided wth an initial
recourse tariff filing and verify, taking into
consideration the expected risks, that the proposed
rate of return on equity is wthin the range of
permssible rates of return as determned by the

Feder al Energy Regulatory Commission in recent
decisions related to the construction of natural gas
pi pel i nes, t hat the cost nodel i ncorporates a

reasonabl e depreciati on net hodol ogy and econonic life,
and that the cost nopdel uses a reasonable capital
structure. A  proposed depreci ation met hodol ogy,
economc life, or capital structure is reasonable if
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it is comonly accepted or used by the conm ssion or
t he Federal Energy Regul at ory Conmi ssi on.

(c) Unless a recourse tariff is denied because it
i ncludes a proposed term or condition of service that
is unduly discrimnatory or includes a proposed rate
el emrent that does not conply with (b) of this section,
the comm ssion shall approve the initial recourse
tariff. If the comm ssion does not issue its ruling
within 30 days, the initial recourse tariff filing
shal | be consi dered approved.

(d) An in-state natural gas pipeline carrier my
not establish or place in effect a revised rate,
charge, rule, regulation, condition of service, or
practice contained in a recourse tariff before
providing notice to the conmssion and to the public
at least 90 days before taking the action. After
construction of the pipeline, and any tinme thereafter
that a carrier files for a revised recourse rate, the
carrier shall file a supporting cost study. Notice
shall be given by filing with the commssion and
keeping open for public inspection the revised
recourse tariff provi si ons, which shall pl ai nly
indicate the changes to be nade in the schedul es then
in force and the tine when the changes will go into
effect. The comm ssion may prescribe additional neans
of giving notice. The commssion, for good cause
shown, may allow changes to take effect on shorter
notice under conditions the comm ssion prescribes by
order. Submission of a precedent agreenent or an
associated contract is not subject to this subsection.

(e) The comm ssion shall review the proposed
revised recourse tariff and verify that a new or
revised term or condition of service is not unduly
discrimnatory. The comm ssion shall review the cost
study supporting a revised recourse tariff filing and
verify that, for the rate elenents specified in (b) of
this section, the carrier is using the sane elenents
that were |ast approved by the comm ssion. A proposed
recourse tariff wth a new or revised term or
condition of service that is wunduly discrimnatory
shall be denied. The comm ssion also shall deny a
revised tariff rate that does not use the previously
approved value of the specified rate elenent, unless
the carrier proves that the new value is just and
reasonable. |If the commssion does not issue its
ruling within 90 days, the revised recourse tariff
filing shall be considered approved.
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(f) A person initiating a change in an existing
recourse tariff bears the burden of ©proving the
reasonabl eness of the change. The in-state natural gas
pipeline carrier bears the burden of proving the
recourse tariff terns and conditions are not unduly
di scrimnatory.

(9) An in-state natural gas pipeline carrier
shall provide for separate rates for one or nore
classes of firm transportation service and for
interruptible transportation service in a recourse
tariff filed with the conmission under (a) of this
section. An in-state natural gas pipeline carrier nmay
inpose a reservation fee or simlar charge for
reservation of capacity in an in-state natural gas
pi peline as a condi tion of provi di ng firm
transportation service, but may  not i npose a
reservation fee or simlar charge for reservation of
capacity in an in-state natural gas pipeline for
interruptible transportation service."

Page 47, |ine 21:
Del ete "Sec. 42.08. 350"
| nsert "Sec. 42.08. 360"

Page 47, |ine 25:
Del ete "Sec. 42.08. 360"
| nsert "Sec. 42.08.370"

Page 47, lines 30 - 31:
Delete all material and insert:
"(b) The recourse tariff or a contract filed by
an in-state natural gas pipeline carrier may include a
di spute resolution procedure. A dispute resolution
procedure shal
(1) provide that notice of a dispute be
given to all shippers;
(2) culmnate in a process that s
determ ned by an independent third party or panel; and
(3) permt the participation of existing
shi ppers and creditwrthy potential shippers that have
previously nmade good faith requests for firm
transportation service; a participant nust satisfy the

commi ssion's standard for i ntervention in an
adj udi catory proceeding and denonstrate that the
participant has a property, financi al, or other

significant interest in the dispute.”

HOUSE RES COW TTEE -46- March 1, 2013



Page 48, line 1:
Del ete "Sec. 42.08.370"
| nsert "Sec. 42.08. 380"

Page 49, line 6:
Del ete "Sec. 42.08. 380"
| nsert "Sec. 42.08. 390"

Page 50, following line 12:

Insert new material to read:

"Article 5. Accounts, Records, and Reports.

Sec. 42. 08. 450. Account s; records; triennial
reports. (a) To the extent necessary for the
comm ssion to perform the duties of the conm ssion
under this chapter,

(1) the commssion may by regulation
require an in-state natural gas pipeline carrier or
affiliated interest engaged in activities relating to
pipelines to establish and maintain as part of its
system of accounts continuing property records
showing, as to property that is actually being used in
pi peline activity in this state, the year of placenent
in service, original cost, and current |ocation, and,
as to a pipeline system accounts and records in a
manner showi ng, on a current basis, the original cost
of the system in the state and related reserves for
depreci ati on;

(2) the in-state natural gas pipeline
carrier shal

(A keep its accounts for its pipeline
facilities located in this state separate from any
accounts relating to any other business, including

another pipeline facilities business or a subsidiary
business, in which it engages, directly or indirectly;
except as the comm ssion provides, property, expense
or revenue used in or derived from the other business
may not be considered in establishing the rates and
charges of the facility;

(B) keep books, accounts, papers, and
records required by this chapter or by regulations
adopted by the conm ssion under this chapter in an
office in this state and may not renove them from the
state except upon witten authority by the conmm ssion;
and

(O file a report with the comm ssion that
contains an updated cost study and a calculation of
the three-year average actual return on equity; the
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report shall be filed every three years after the
pi peline begins operations, within 90 days after the
cl ose of the annual accounting period for the in-state
natural gas pipeline carrier, or wthin additional
time granted by the comm ssion upon a show ng of good
cause.

(b) The comm ssion shall review the cost study
described in (a)(2)(C of this section and verify
t hat , for t he rate el enent s specified in
AS 42.08. 350(b), the carrier is wusing the sane
el ements that were |ast approved by the comm ssion. If
the carrier does not use the correct rate elenments in
its triennial report, the commssion may require the
carrier to recalculate and file a corrected report.
If, on the date the report described in (a)(2)(C of
this section is delivered, the report reflects that
the three-year average actual return on equity exceeds
the approved rate of return, the carrier shall, not
later than 90 days after the date the report is
delivered, deposit an amount equal to the excess in a
segregated operating reserve fund. The carrier shal
continue to deposit the excess described in this
subsection at the tines described in this subsection
until the anobunt in the operating reserve fund is
equal to 20 percent of the nobst recent three-year
average of the carrier's annual operating costs. The
carrier may use noney in the operating reserve fund to
of fset any shortage in the recovery of operating costs
set out in another triennial report. If a deposit wll
cause the operating reserve fund to exceed 20 percent
of the nost recent three-year average of the carrier's
annual operating <costs, the anpbunt exceeding 20
percent mnust be used to reduce, on a volunetric basis,
the firmtransportation service rates for all shippers
for the next three-year period."

Page 50, |ine 13:

Delete "Article 5"
| nsert "Article 6"

Page 50, |ine 30:
Del ete "AS 42.08.220(b)(2)"
| nsert "AS 42.08.220(b)(3)"

3:43: 47 PM
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ADJ OURNVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 3:44 p.m

HOUSE RES COW TTEE -49- March 1, 2013



