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MC’s Involvement in LNG Business
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ANGDA All-American LNG Project Conceptual Schedule
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ANGDA Business Concepts

Public corporation run by Board

Issue revenue bonds

Administer State right-of-way

Build & operate facilities in Alaska

Buy & sell gas (more than Royalty gas)

Invest at risk -- capture rewards

Benefits driven (more than ROI)

Contract for ships & marketing

ANGDA Benefits & LNG Project

* ANGDA's focus is getting North Slope gas
benefits to Alaska & Alaskans

« LNG export is integral to the economies of
delivering gas throughout Alaska

 Alaskan LNG project is economically viable
as infrastructure providing significant benefit
values to Alaska and the Nation



ANGDA Project Concept & Cost

Project Elements Size Cost
Treatment 2 BCFPD plant $2B
Pipelines 800 miles of 35" $4 B
Liquefaction 4 trains @ 4M tn/yr $4B

LNG Tankers 3@%$300M & 7@%$150 M $2B

Total Export 16 M tn/yr $12 B

NOTIONAL Cost of Service Comparison

Does NOT Include Wellhead Purchase Price

High ROR Not Benefit Driven
Commercial Taxable Infrastructure

Pipeline 1.40 1.00 0.75

LNG 1.50 1.20 0.90

Total Cost $2.90 $2.20 $1.65
of Service

Pacific Rim LNG Projects to West Coast: S2.20 to $2.60

AlCan Highway Gasline to Market: $2.39



Pacific Rim LNG Supplies

Delivery Volumes / year from Valdez

Long Baja Tokyo Inchon Taiwan
Beach Mexico jgpan Korea

Distance 2,070 2,200 3,409 4,216 4,590
(nm)

Volume/ 19mt 18mt 13 mt 10mt 1.0mt
ship/yr
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ANGDA All-American LNG Project Conceptual Schedule

Task Name

Project Feasibility Study
ANGDA Business Plan
Evaluate Project Benefits
Next Phase Funding Plan
FEASIBILITY DECISION
Open Season Commitments
Negotiate Gas Contracts
Preliminary Engineering
Order Pipe & Major Equipment
Arrange Project Financing
Regulatory Review (EIS)
FINAL "BUILD IT" DECISION
Gas Conditioning Plant
Compressor Stations
Pipeline Construction
Startup Gas to Valdez
Liguefaction Plant

LNG Storage

Startup Liquefaction

Buy & Reflag LNG Tankers
Build Jones Act Tankers

FIRST LNG CARGO SAILS

H Heinze

2003 2004
‘03 ‘04

ANGDA

2005 2005 2007 2008 2009 2010
'05 '06 ‘07 '08 '09 '10

$2.5 Million
General Fund

$200 Million
Project Financing

$10 Billion

Revenue Bonds

1/15/04



Alaska Natural Gas Development Authority

ANGDA
Personal Services (Staff)
Staff Travel
Board Travel
Office & Supply
Report & Communication

Businejss Contractors
Benefit Analysis
Tax Advice
Market Insight
Financing
Project Economics

Project Contractors

Contractor Co-ordination
Spur Line Cost

Permit Review

LNG Plant Concepts
Engineering Design
Cost & Schedule
Downstream Concepts

TOTAL

Current
Spent Pending
126
4 5
I 4
6
50
29
29
50
15
20
13
258 92

FY 04 Funding Plan

Added
In FY 04

29
il
14
19
50

100
125

5
100
100

120

37
100
750
500

20

2,150

FY 04
Total

155
20
25
25
50

150
150
100
150
100

135
20
50

100

750

500
20

2,500

FY 04
Sub-Total

215

650

1,595



Nominal Pipeline Sizes & Capacity

NOMINAL GASLINE PIPE IMPLIED
CAPACITY DIAMETER AREA RESERVES
(BSCFPD) (Inches) (36" =1) (TCF)
1.25 24 0.44 9
2 30 0.69 15
8 % 1:00 99
42 1.36
4 30
30-30 1.39
"o mb 36 - 30 1.69 QC
>
4'c()) Ai/7eQ n d’
36-36 2.00
6 45
52 2.09
54 2.25
7 50
40-40 2.47
42-42 2.72
8 60 2.78 60
48-36 2.78
10.5 48-48 3.56 75
12 12 4.00 90

Chart is illustrative for comparing Nortli Slope gas projelets ~Heinze 12/03



Ballot Measure 3 - Initiative Petition

Gas Pipeline Development Authority

BALLOT LANGUAGE

This bill would create the Alaska Natural Gas Development
Authority (Authority) as a public corporation of the State. The
Authority would acquire and condition North Slope natural gas,
and construct a pipeline to transport the gas. The Authority s
powers would include buying property or taking it by eminent
domain, and to issue state tax-exempt revenue bonds, The
gasline route would be from Prudhoe Bay to tidewater on
Prince William Sound and the spur line from Glennallen to the
Southcentral gas distribution grid. The Authority would oper-
ate and maintain the gas pipeline, ship the gas, and market
the gas.

SHOULD THIS INITIATIVE BECOME LAW?
YES CD

NO cd

BALLOT MEASURE SUMMARY
Prepared by the Legislative Affairs Agency

This measure proposes a new public corporation. Itwould be
called the Alaska Natural Gas Development Authority. It
would have a seven-member board of directors appointed by
the governor. The board is required to design, construct, oper-
ate, and maintain a natural gas pipeline system. That system
or project would transport North Slope natural gas. It would
move the gas to Prince William Sound and to the Southcentral
Alaska gas distribution system. The board could market and
ship gas. It could acquire property by purchase or eminent
domain. To meet project costs, the board could issue revenue
bonds. To build the project, it would have to enter into project
agreements with labor unions. Il also must use Alaska con-
tractors and suppliers to the greatest extent possible. The
measure requires the boaid to prepare a development plan for
the project within one year. It declares a goal of having the
project operate by 2007.

FULL TEXT OF PROPOSED LAW

"(The All-Alaskan Gasline Initiative) An Act Establishing
the Alaska Natural Gas Development Authority, to maxi-
mize revenues for Alaska and jobs and Gas for Alaskans,"

BE IT ENACTED BY THE PEOPLE OF THE STATE OF
ALASKA:

* Section 1. The uncodified law of the State of Alaska is
amended by adding a new section to read:

FINDINGS AND INTENT, (a) The people find that

(1) The Phillips-Marathon liquefaction facility at Nikiski has
been supplying Cook Inlet natural gas to Japan and
Southcentral Alaska at great profit and without interruption
since 1969;

(2) Cook Inlet gas supplies are dwindling rapidly with shortfalls
anticipated as early as the winter of 2003;

(3) Alaska's North Slope contains vast proven reserves of nat-
ural gas that have been known for at least 25 years but have
never been developed;

(4) these gas resources have never been offered for sale,
because there has been no way to transport them to market;
(5) multiple markets in North America and Asia have recently
expressed an interest in receiving a proposal from Alaska for
the purchase of Alaska gas;

(6) if developed, these natural gas resources could represent
substantial economic benefits to Alaskans in jobs, state rev-
enue, and gas for Alaska citizens and businesses;

(7) the major North slope leaseholders have competing gas
reserves in other parts of the world vying for the same mar-
kets, creating a conflict of interest for them in advancing the
sales of Alaska gas;

(8) the North slope Producers agreed in 1991 to strand North
Slope gas until at least 2005;

(9) given the producer's conflicts of interest and their historic
refusal to make North Slope natural gas available il may be
necessary to take the gas back;

(10) the permits necessary for an Alaskan gasline project have
been pledged to the Alaska Natural Gas Development
Authority, operating as a port authority, to facilitate the devel-
opment of the project;

(11) there is sufficient gas for an all-Alaskan gasline project;
(12) the Alaska Natural Gas Development Authority offers
substantial tax benefits that improve the economics of a
gasline project;

(13) stale ownership of the pipeline and associated facilities
has the potential to provide substantial revenues to the state
and the Alaska Permanent Fund; and

(14) Alaska's constitution requires that Alaska's resources are
developed, utilized, and conserved for the maximum benefit of
Alaska's people.

(15) an all-Alaskan gasline maximizes jobs for Alaskans, rev-
enues for the Alaskan treasury, and access to gas for
Alaskans.

(b) Itis the inter', of this Act to create the All-Alaskan Natural
Gas Development Authority for the purpose of developing,
constructing, managing, and operating a gas pipeline from the
North Slope of Alaska and a spur line to the Southcentral
Alaska natural gas distribution grid.

‘Sec. 2. AS 41 is amended by adding a new chapter to read:

r/7e text of this bill is presented as submitted by the petition sponsors.



Ballot Measure 3 - Initiative Petition

Gas Pipeline Development Authority

Chapter 41. Alaskan Natural Gas Development Authority.
Article 1. Establishment of the Authority.

Sec. 41.41.010. Establishment of the authority, (a) There is
established the Alaska Natural Gas Development Authority,
the purpose of which is to provide one or more of the following
services and functions in order to bring natural gas from the
North Slope to market, including

(1) the acquisition and conditioning of North Slope natural gas;
(2) the design and construction of the pipeline system;

(3) the operation and maintenance of the pipeline system;

(4) the design, construction, operation, of other facilities nec—
essary for delivering the gas to market and to Southcentral
Alaska; and

(5) the acquisition of natural gas market share sufficient to
ensure the long-term feasibility of the pipeline sysiem project.

(b) The authority is a public corporation and an instrumentali—
ty of the state within the Department of Revenue.

(c) The authority has a legal existence independent of and
separate from the state.

(d) The acquisition of natural gas from the Iforth Slope and its
delivery to tidewater for shipment to market by the authority is
an essential government function of the state.

(e) The authority may not be terminated as long as it has
bonds, notes, or other obligations outstanding.

Sec. 41.41.020. Authority governing body, (a) The authority
shall be governed by a board of directors consisting of seven
members from the general public appointed by the Governor
and confirmed by the legislature.

(b) The board shall annually elect a chair, and may elect other
officers, from among its members.

Sec. 41.41.030. Term of office, (a) The members of the board
shall be appointed for terms of three years, and they may be
reappointed.

(b) The terms of the members shall be staggered.

Sec. 41.41.040. Removal and vacancies, (a) The governor
may remove a member of the board from office. A removal
must be in writing and must state the reason for the removal.
A member who is removed may not participate in board busi—
ness and may not be counted for purposes of establishing a
quorum after the member receives written notice of removal. A
member who is removed is not entitled lo honoraria, per diem,
or travel expenses authorized under AS 41.41.060 for work
performed after the member receives the written notice of
removal.

(b) The governor shall promptly fill a vacancy on the board by
appointment. An appointee to a vacancy shall hold office for
the balance of the term for which the appointee's predecessor

on the board was appointed.

(c) A vacancy on the board does not impair the author ty of a
quorum of the board to exercise all the powers and perform all
the duties of the board.

Sec. 41.41.05C. Quorum and voting. Four memlLers of the
board constitute a quorum for the transaction of business and
the exercise of the powers and duties of the board. Action may
be taken only upon the affirmative vote of a majority of the full
membership of the board.

Sec. 41.41.060. Compensation of board members;; per
diem and travel expenses. Members of the board are enti—
tled to per diem and travel expenses authorized for boards
and commissions under AS 39.20.180.

Sec. 41.41.070. Authority staff, (a) The board may employ
and determine the salary of a chief executive officer.

(b) The chief executive officer may, with the approval of the
board, select and employ additional staff as necessary.

(c) An employee of the authority, including the chief executive
officer, may not be a member of the board. The chief execu—
tive officer and the other employees of the board are n the
exempt service under AS 39.25.110,

(d) In addition to its employees, the authority may contract for
and engage the services of bond counsel, consultants,
experts, and financial advisors the corporation considers nec—
essary for the purpose of developing information, furnishing
advice, or conducting studies, investigations, hearings, or
other proceedings.

Sec. 41.41.030. Legal counsel. The attorney general
(1) is the legal counsel for the authority;

(2) shall advise the authority in legal matters; and

(3) shall represent the authority in legal actions.

Sec. 41.41.090. Conflicts of interest, (a) Members cf the
board and the chief executive officer of the authority are sub-—
ject to the provisions of AS 39.50.

(b) If a member of the board or an employee of the authority
acquires, owns, or controls an interest, direct or indirect, in an
entity or project in which assets of the authority are invested,
the member shall immediately disclose the interest tu the
board. The disclosure is a matter of public record and shall be
included in lhe minutes of the first board meeting following the
disclosure.

Sec. 41.41.100. Budget. The revenue earned by operations
of the authority must be identified as the source of the operat—
ing budget of the authority in the state's operating budget
under AS 37.07 (Executive Budget Act),

Sec, 41,41.110 Audits. The Legislative Budget and Audit

The text of this bill is presented as submitted by the petition sponsors.



Ballot Measure 3 - Initiative Petition

Gas Pipeline Development Authority

Committee may provide for an annual post audit and annual
operational and performance evaluations of the authority's
operations and budget.

Sec. 41.41.120. Reports and publications, (a) By
September 30 of each year, the board shall publish a report of
the authority for distribution to the governor and the public.
The board shall notify the legislature that the report is avail—
able.

(b) The report must include financial statements audited by
independent outside auditors and a statement of the amount
of money received by the authority from its operations during
the period covered.

Sec. 41.41.130. Tax exemption. The security instruments
issued by the authority, the transfer of the security instru—
ments, and the income on the security instruments are exempt
from all taxes and assessments in the state.

Sec. 41.41,140 Political activities. The resources of the
authority may not be used to finance or influence political

activities.

Sec. 41.41.150. Public access to information.

(a) Information in the possession of (he authority is a public

record, except that information that discloses the particulars of
the business or affairs of a private enterprise or investor is

confidential and is not a public record for purposes of AS

40.25.110 - 40.25.140. Confidential information may be dis—
closed only for the purposes of an official law enforcement

investigation or when its production is required in a court pro—
ceeding.

(b) The restrictions of (a) of this section do not prohibit the

publication of statistics presented in a manner that prevents

the identification of particular reports, items, persons, or enter—
prises.

Article 2. Powers of the Authority.

Sec. 4141.200. Powers of the authority. In furtherance of its
corporate purposes, in addition to its other powers, the author—
ity may

(1) sue and be sued;

(2) adopt a seal;

(3) adopt, amend, and repeal bylaws and regulations;

(4) make and execute contracts and other instruments;

(5) in its own name acquire property, lease, rent, convey, or
acquire real and personal property; a project site or part of a
project site may be acquired by eminent domain;

(6) acquire natural gas supplies;

(7) issue bonds and otherwise incur indebtedness in accor—
dance with AS 41.41.300 - 41.41.410 in order to pay the cost
of a project;

(8) accept gifts, grants, or loans from and enter into contracts
or other transactions regarding gifts, grants, or loans with a
federal agency or an agency or instrumentality of the state, a
municipality, private organization, or other source;

(9) enter into contracts or agreements with a federal agency,
agency or instrumentality of the state, municipality, or public or
private individual or entity, with respect lo the exercise of its
powers;

(10) charge fees or other forms of remuneration for the use of
authority properties and facilities;

(11) defend and indemnify a current or former member of the
board or an employee or agent of the authority against the
costs, expenses, judgments, and liabilities as a result of
actions taken in good faith on behalf of the authority; and

(12) purchase insurance to protect its assets, services, and
employees against liabilities that may arise from authority
operations and activities.

Article 3. Revenue Bonds and Notes.

Sec. 41.41.300. Bonds and notes of the authority, (a) Tne
authority, by resolution, may issue revenue bonds and bond
anticipation notes in order to provide funds to carry out the
purposes set out in AS 41.41.010(a).

(b) The principal and interest on the revenue bonds or notes
authorized and .ssued under (a) of this section are payable
from authority funds. Bond anticipation notes may oe payable
from the proceeds of lhe sale of bonds or from the proceeds
of the sale of other bond anticipation notes or, in the event
bond or bond anticipation note proceeds are not available, the
notes may be paid from other funds or assets of the authority.
(c) Bonds or notes may be additionally secured by a pledge of
a grant or contribution from the federal government, or a cor—
poration, association, institution, or person, or a pledge of
money, income, or revenues of the authority from any source.
(d) Bonds or bond anticipation notes of the authority may be
issued in one cr more series and shall be dated, bear interest
at the rate or rates per year or within the maximum rate, be in
the denomination, be in the form, either coupon or registered,
carry the conversion or registration pro.isions, have the rank
or priority, be executed in the manner and form, be payable at
the times, from the sources, and in the medium of payment
and place or places within or outside the state, be subject to
authentication by a trustee or fiscal agent, and be subject to
lhe terms of redemption with or without premium, as the reso—
lution of the authority may provide. Bond anticipation notes
shall mature at the lime or times that are determined by the
authority. Bonds shall mature at a time not exceeding a num-—
ber of years from their date that is determined by the authori—
ty. Before the preparation of definitive bonds or bond anticipa—
tion notes, the authority may issue interim receipts or tempo—
rary bonds or bond anticipation notes, with or without coupons,
exchangeable for bonds or bond anticipation notes when

The text of this bill is presented as submitted by the petition sponsors.
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Gas Pipeline Development Authority

these definitive bonds or bond anticipation notes have been
executed and are available for delivery.

(e) Bonds or bond anticipation notes may be sold in the man-—
ner and on the terms the authority determines.

() If an officer whose signature or a facsimile of whose signa—
ture appears on a bond, note, or coupon attached to them
ceases to be an officer before the delivery of the bond, note,
or coupon, the signature or facsimile is valid to the same
extent as if the officer had remained in office until delivery.

Sec. 41.41.310. Covenants. In a resolution of the authority
authorizing or relating to the issuance of bonds or bond antic—
ipation notes, the authority has power by provisions in the res—
olution that will constitute covenants of the authority and con—
tracts with the holders of the bonds or bond anticipation notes
to

(1) pledge to a payment or purpose all or a part of its revenues

lo which its right then exists or may thereafter come into exis—
tence, and the money derived from the revenues, and t' e pro-—
ceeds of bonds or notes;

(2) covenant as to the use and disposition of payments of prin—
cipal or interest received by the authority on loans or other
investments held by the authority;

(3) covenant as to establishment of reserves or sinking funds

and the making of provision for and the regulation and

disposition of the reserves or sinking funds;

(4) covenant with respect to or against limitations on a right to
sell or otherwise dispose of property of any kind;

(5) covenant as lo bonds and notes to be issued, and their lim—
itations, terms, and conditions, and as to the custody, applica—
tion, and disposition of the proceeds of the bonds and notes;

(6) covenant as to the issuance of additional bonds or notes,

or as to limitations on the issuance of additional bonds or
notes and the incurring of other debts;

(7) covenant as to the payment of lhe principal of or interest
on the bonds or notes, as to the sources and methods of the

payment, as to the rank or priority of the bonds or notes with

respect to a lien or security, or as to the acceleration of tiie

maturity of the bonds or notes;

(8) for the replacement of lost, stolen, destroyed, or mutilated

bonds or notes;

(9) covenant as to the redemption of bonds or notes and priv—
ileges of their exchange for other bonds or notes of the author—
ity;

(10) covenant to create or authorize the creation of special

funds of money to be held in pledge or otherwise for operating

expenses, payment or redemption of bonds or notes,

reserves, or other purposes;

(11) establish the procedure, if any, by which the terms of a
contract or covenant with or for the benefit of the holders of
bonds or notes may be amended or abrogated, the amount of
bonds or notes the holders of which must consent to amend—
ment or abrogation, and the manner in which the consent may

be given;

(12) covenant as lo the custody of property or investments,
their safekeeping and insurance, and the use and disposition
of insurance money;

(13) agree with a corporate trustee that may be a trust com—
pany or bank having the powers of a trust company within or
outside the state as to the pledging or assigning of revenue or
funds to which or in which the authority has rights or an inter—
est; the agreement may further provide for other rights and
remedies exercisable by the trustee as may be proper for the
protection of the holders of a bond or note of the authority and
not otherwise in violation of law and may provide for the
restriction of the rights of an individual holder of bonds or
notes of the authority;

(14) appoint and provide for the duties and obligations of a
paying agent or paying agents or other fiduciaries as the res—
olution may provide within or outside the state;

(15) limit the rig its of the holders of a bond or note to enforce
a pledge or covenant securing the bonds or notes;

(16) make covenants other than and in addition to the
covenants expressly authorized in this section of like or differ—
ent character, and to make covenants to do or refrain from
doing acts and things as may be necessary or convenient and
desirable in order to better secure bonds or notes or that, in
the absolute discretion of the authority, will tend to make
bonds or notes more marketable, notwithstanding that the
covenants, acts, or things may not be enumerated in this sec—

tion.

Sec. 41.41.320 Limitations of issuance of bonds, (a) The
authority may not issue bonds in an amount that exceeds the
amount of bonds authorized to be issued by the legislature,
(b) This section does not apply to the issuance by the author-—
ity of refunding bonds or to the issuance by the authority of
bonds the proceeds of which are Intended to be used to refi—
nance the loans held by the authority.

Sec. 41.41.330. Independent financial advisor. In negotiat—
ing the private sale of bonds or bond anticipation notes lo an
underwriter, the authority may retain a financial advisor. A
financial advisor retained under this section must be inde—
pendent from the underwriter.

Sec. 41.41.340 Validity of pledge, (a) The pledge of assets
or revenue of the authority to the payment of the principal or
interest on an obligation of the authority is valid and binding
from the time the pledge is made, and the assets or revenue
become immediately subject to the lien of the pledge without
physical delivery or further act. The lien of a pledge is valid
and binding against all parties having claims in tort, contract,
or otherwise against the authority, irrespective of whether
those parties have notice of the lien of the pledge.

(b) This section does not prohibit the authority from selling

The text of this bill is presented as submitted by the petition sponsors.
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assets subject to a pledge, except that a sale may be restrict—
ed by the trust agreement or resolution providing for the
issuance of the obligations.

Sec. 41.41.350. Capital reserve funds, (a) For the purpose

of securing one or more issues of its obligations, the authority

may establish one or more special funds, called "capital

reserve funds," and shall pay into those capital reserve funds

(1) money appropriated and made available by the state for
the purpose of those funds, (2) proceeds of the sale of its obli—
gations, to the extent provided in the resolution or resolutions

of the authority authorizing their issuance, and (3) other

money that may be made available to the authority for the pur—
poses of those funds from another source. All money held in a

capital reserve fund, except as provided in this section, shall,

subject to appropriation, be used as required solely for the

payment of tne principal of obligations or of the sinking fund

payments with respect to those obligations; the purchase or

redemption of obligations; the payment of interest on obliga—
tions, or the payment of a redemption premium required to be

paid when those obligations are redeemed before maturity.

However, money in a fund may not be withdrawn from that

fund at any time in an amount that would reduce the amount

of thal fund to less than the capital reserve requirement set oul

in (b) of this section, except for the purpose of making, with

respect to those obligations, payment, when due, of principal,

interest, redemption premiums, and the sinking fund payments

for tire payment of which other money of the authority is not

available. Income or interest earned by, or increment to, a cap—
ital reserve fund due to the investment of the fund or other

amounts in il may be transferred by the authority to other

funds or accounts of the authority to the extent that the trans—
fer does not reduce the amount of the capital reserve fund

below the capital reserve fund requirement.

(b) If the authority decides to issue obligations secured by a

capital reserve fund, the obligations may not be issued if the

amount in the capital reserve fund is less than a percent, not

exceeding 10 percent, of the principal amount of all of those

obligations secured by that capital reserve fund then to be

issued and then outstanding in accordance with their terms, as

may be established by resolution of the authority, called the

"capital reserve fund requirement,"” unless the authority, at the

time of issuance of lhe obligations, deposits in the capital

reserve fund from the proceeds of the obligations to be issued

or from other sources an amount that, together with the

amount then in the fund, will not be less than the capital

reserve fund requirement.

(¢) In computing the amount of a capital reserve fund for the

purpose of this section, securities in which all or a portion of

the funds are invested shall be valued at par or, if purchased

at less than par, at amortized costs as the term is defined by

resolution of the authority authorizing the issue of the obliga—
tions or by some other reasonable method established by the

authority by resolution, Valuation on a particular date must
include the amount of interest earned or accrued to that date.

(d) To assure the continued operation and solvency of t i

authority for the carrying out of its corporate purposes, provi—
sion is made in (a) of this section for the accumulation in cap—
ital reserve funds of an amount equal to their capital reserve
fund requirement.

(e) The chair of the authority shall annually, not later than
January 2, make and deliver to the governor and chairs of the
house and senate finance committees a certificate stating the
sum, if any, required to restore a capital reserve fund to the
capital reserve fund requirement. The legislature may appro—
priate that sum, and all sums appropriated during the current
fiscal year by the legislature for the restoration shall be
deposited by the authority in the appropriate capital reserve
fund.

(f) This section does not create a debt or liability of the state.

Sec. 41.41.360. Remedies. A holder of obligations or
coupons attached to them issued under the provisions of this
chapter, and a trustee under a trust agreement or resolution
authorizing the issuance of the obligations, except as restrict—
ed by a trust agreement or resolution, either at law or in equi-
ty, may enforce all rights granted hereunder or under the trust
agreement or resolution, or under another contract executed
by the authority under this chapter, and may enforce and com —
pel IThe performance of all duties required by this chapter or by
the trust agreement or resolution to be performed by the
authority or by an officer of it.

Sec. 41.41.370 Negotiable instruments. All obligations and
interest coupons attached to them are negotiable instruments
under lhe laws of this state, subject only to applicable provi—
sions for registration.

Sec. 41.41.380 Obligations eligible for investment.
Obligations issued under the provisions of this chapter nre
securities in which all public officers and public bodies of the
state and its political subdivisions, all insurance companies,
trust companies, banking associations, investment compa-
nies, executors, administrators, trustees, and other fiduciaries
may properly and legally invest funds, including capital in their
control or belonging to them. These obligations may be
deposited with a stale or municipal officer of an agency or
political subdivision of the state for a purpose for which the
deposit of bonds, notes, or obligations of the slate is author—
ized by law.

Soc. 41.41.390. Refunding bonds, (a) The authority may
provide for the issuance of refunding bonds for the purpose of
refunding an obligation then outstanding that has been issued
under the provisions of this chapter, including the payment of
redemption premium on them and interest accrued or to

The text of (his bill is presented as submitted by the petition sponsors.
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accrue to the date of redemption of the obligations. The
issuance of the bonds, the maturities and other details of
them, the rights of the holders of them, and the rights, duties,
and obligations of the authority in respect of them are gov-
erned by the provisions of this chapter that relate to the
issuance of obligations insofar as those provisions may be
appropriate.

(b) Refunding bonds may be sold or exchanged for outstand—
ing bonds issued under this chapter, and, if sold, the proceeds
may be applied, subject to appropriation and in addition to
another authorized purpose, to the purchasa, redemption, or
payment of the outstanding obligations. Pending the applica—
tion of the proceeds of refunding bonds, with any other avail—
able funds, to the payment of the principal, accrued interest,
and redemption premium on the obligations being refunded,
and, if so provided or permitted in the resolution authorizing
the issuance of the refunding bonds or in the trust agreement
securing them, to the payment of any interest on the refunding
bonds and expenses in connection with the refunding, the pro-—
ceeds may be invested in direct obligations of, or obligations
the principal of and the interest on which are unconditionally
guaranteed by, the United States that mature or that will be
subject to redemption, at the option of fhe holders of them, not
later than the respective dates when the proceeds, together
with the interest accruing on them, will be required for the pur—
poses intended.

Sec. 41.41.400. Credit of state not pledged, (a) Obligations
issued under the provisions of this chapter do not constitute a
debt, liability, or obligation of the stale or of a political subdivi—
sion of the state or a pledge of the faith and credit of the stale
or of a political subdr ision of the state but are payable solely
from the revenue or assets of the authority, Each obligation
issued under this chapter must co’ ain on its face a statement
that the authori, is not obligated to pay it or the interest on it
except from the revenue or assets of the authority and that
neither the faith and credit not the taxing power of Ihe state or
of a political subdivision of the state is pledged to the payment
of the principal of or the interest on the obligation,

(b) Expenses incurred by the authority in carrying out the pro—
visions of this chapter are payable from funds provided under
this chapter, and liability may not be incurred by the authority
in excess of these funds.

Sec. 41.41.410. Officers not liable. A member or other offi—
cer of the authority is not subject to personal liability or
accountability by reason of having executed or issued an obli—
gation.

Article 4. Property of the Authority.

Sec. 41.41.450. Property of the authority. The authority
may acquire, by purchase, lease, or gift, upon terms that it

considers proper, land, structures, real or personal property
rights, rights-of-way, franchises, easements, and other inter—
ests in land it considers necessary or convenient for the
financing of the project or a part of the project.

Article 5. Project Construction.

Sec. 41.41.500. Contract terms relating to use of Alaska
resources, (a) The authority shall enter into one or more pre—
hire project term agreements with labor organizations that (1)
contain no-strike clauses; and (2) secure timely completion of
the project and maximum employment opportunities for state
residents.

(b) To maximize lhe economic benefits of the project to
Alaskan businesses, the authority shall use Alaska contractors
and suppliers to the maximum extent possible to take advan-—
tage of the Alaska experience in Arctic engineering and con—
struction.

Article 6. General Provisions.

Sec. 41.41.900. Tax exemption. All obligations issued under
this chapter are declared to be issued by a body corporate and
public of the state and for an essential public and governmen—
tal purpose, and the obligations, and the interest and income
on and from the obligations, and all fees, charges, funds, rev—
enues, income, and other money pledged or available tu pay
or secure the payment of the obligations, or interest on the
obligations, are exempt from state taxation except for transfer,
inheritance, and estate taxes,

Sec, 41.41.990. Definitions. In this chapter,

(1) "authority” means the Alaska Natural Gas Development
Authority;

(2) "board"™ means the board of directors of the Alaska Natural
Gas Development Authority;

(3) "project” means the gas transmission pipeline, together
with all related properly and facilities, to extend from the
Prudhoe Bay area on the North Slope of Alaska to tidewater at
a point on Prince William Sound and the spur line from
Glennallen to the Southcentral gas distribution grid, and
includes planning, design, and construction of the pipeline and
facilities as described in AS 41.41.010(a)(1) - (5).

*Sec. 3. AS 39.25.110(11) is amended by adding a new sub-
paragraph to read:
(G) Alaska Natural Gas Development Authority;

*See. 4. AS 39.50.200(b) Is amended by adding a new para-—
graph to read:

(57) the board of directors and chief executive officer of the
Alaska Natural Gas Development Authority (AS 41.41.020).

The text of this bill is presented as submitted by the petition sponsors.
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*Sec. 5. The uncodified law of the State of Alaska is amend—
ed by adding a new section to read:

DEVELOPMENT OF PROJECT PLAN. Not later than one
year after the first meeting of the board of directors of fhe
Alaska Natural Gas Development Authority, the board shall
produce a development plan. The development plan must
include

(1) estimates of construction cosls and timelines;

(2) gas procurement prices;

(3) use of the state's royalty gas;

(4) estimates of revenue to the general fund and the Alaska
permanent fund;

(5) a revenue sharing plan with municipal governments;

(6) a plan for delivery and pricing of natural gas to communi-
ties along the pipeline route and to Southcentral Alaska
through a spur line;

(7) a plan for delivery and pricing of LNG to Yukon River and
coastal communities;

(8) a payment schedule to companies providing permits or
other valuable assets;

(9) a marketing plan to approach potential buyers;

(10) a plan to maximize Alaskan hire, including project labor
agreements; and

(10) a plan to ensure meeting the highest environmental and
safety standards, including a citizens advisory council.

(11) The goal of the authority is to have the Alaskan gas line
in full production by 2007.

"Sec. 6. The uncodified law of the State of Alaska is amended
by adding a new section to read:

INITIAL APPOINTMENTS OF MEMBERS OF ALASKA NAT-
URAL GAS DEVELOPMENT AUTHORITY BOARD OF
DIRECTORS. Of the members first appointed under AS
41.41.020(a), enacted by sec. 2 of this Act,

1. three members shall be appointed to three-year terms;

2. two members shall be appointed lo two-year terms; and

3. two members shall be appointed *o one-year terms.

STATEMENT IN SUPPORT

Last year more than 40.000 Alaskans signed an initiative peti—
tion to place the choice to develop Alaska's gas in the hands
of the owners of the gas: Alaska's people. If adopted, this
would establish the Alaska Gas Development Authority sup-—
porting a project to build a natural gas pipeline from Prudhoe
Bay to Valdez, keeping it completely in Alaska and not going
through Canada. It only makes sense lo keep the jobs and
revenues within Alaska and within America. In addition, the
potential for value added processing of Alaskan gas into
petrochemicals should also be within Alaska, not in Canada or
Chicago.

Building the gasline to Valdez gives us the option to diversify
our markets into Asia and our own U.S. West Coast. Equally
important, an All-Alaska gas project will make it feasible to
bring cheap, clean energy to Alaskans in other parts of the
stale including Southcentral, which is projected to start having
gas shortages within the next 10 years.

Alaska's gr s has been stranded on the North Slope for almost
30 years ,iow and the oil companies seem no closer to build—
ing a gasline than ever. They all seem to have different world—
wide agendas and can't seem to work together to develop
Alaska's North Slope gas. Ifthe oil companies won't do it. this
initiative at least gives us the option to do it ourselves with the
spirit that built Alaska in the first place.

The Authority this initiative would establish would be similar lo
the Alaska Permanent Fund Corporation with a governing
board to set policy, a small administrative structure and the
actual work to design and build the project contracted out by
bid to private companies who are experts in their field and who
are held strictly accountable.

The initiative is not a guarantee that the project would be built.
Il requires that, within a year, the permits that already exist for
the All-Alaskan route would be acquired, gas supply contracts
would be secured from fhe North Slope producers, and an
economic model would be completed to take lo the market to
seek sales contracts. At least our gas would be presented for
sale to the market, which has never been done before.

The section of the initiative entitled "Credit of state not
pledged” (Sec. 41.41.400) was carefully written so that the
project would stand alone based on this project's revenues.
This is not another Delta barley project. Nothing will be ouilt
until markets for the gas are secured.

Development of Alaska’s gas represents a major stake in the
future of all Alaskans. As Alaska now faces an impending fis—
cal crisis in coming years, the marketing of its gas in the most
prudent and lucrative manner is paramount. Wouldn't it be
better to solve our fiscal problems through sn in-stale project
such as this rather than taxing Alaskans or taking your
Permanent Fund dividend? Afe think so. Please vote YES on
ballot measure # 3.

Scott Heyworth
Mike Macy
Tyrone Neel

The statement printed on this page is the opinion of the authors and is presented as submitted to
the Division of Elections.
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STATEMENT IN OPPOSITION

The All-Alaska Gasline initiative will force the State of Alaska
lo create a new, inefficient government bureaucracy that will
compete and interfere with private enterprise. By law, the
state’s first task would be to expend stale funds restudying an
expensive, risky project that has already been shown to not be
feasible. Therefore, this initiative should be defeated.

A recent report commissioned by the Legislature and com-—
pleted by the Administration states that The All-Alaska Gasline
Initiative is not in the best interest of the State. The report
found that - should the State undertake construction of such a
project - the financial risks are substantial. Except for the
Permanent Fund, there is no ready source of investment
money. Given the scope ofsuch a project the potential for per—
mit and construction delays leading to cost overruns, Alaska’s
entire savings account could be jeopardized. The State's
credit rating would be pul at risk because of the reliance on
debt, thus devaluing any bonds should they be issued to
finance the project. In addition, itis unlikely that State owner—
ship would automatically add value.

The argument that the State of Alaska should do more to dis—
charge its constitutional obligation to develop natural
resources for the benefit of all Alaskans rings hollow. The
State has long discharged its obligations by regulating the
extraction and use of gas consistent with its existing lease
agreements The State also realizes profits from ongoing pro-—
duction through taxes and royalties.

The Initial,ve is restricted to a pipeline and liquefied natural
gas (LNG) project in Valdez. Industry studies show that this
restriction proves less feasible in the foreseeable future due to
inadequate markets and the financial demands of the project.
The market for such a project will be oversupplied by almost a
factor of 2 from cheaper sources through at least 2010. This
oversupply recently resulted in the first downturn of LNG
prices into Japan since the business began in the late 1960's.
The All-Alaska Gasline initiative specifies that the State can
only consider the most expensive project. Current estimates
indicate that capital costs of an Alaskan LNG project will be at
least double that of computing new supplies.

The Government lacks the technical expertise and experience
for this big, risky project, especially at a time when smaller,
more efficient government is needed to strengthen Alaska’'s
long-term economic health. Just the feasibility study of the
project would cost the State S200 million. Since there is no
assurance that it will be built, such a cost is likely a waste of
money that the Slate can ill afford. It makes more sense for
the State to support private industry efforts to commercialize
North Slope Gas rather than create a bloated State-Owned

project that could end up costing more to build and run than it
would generate in revenue.

The Alaska Sjpport Industry Alliance is a statewide non-prof—
it trade association whose membership derives their livelihood
from Alaska's Oil and Gas Industry.

Larry J. Houle
General Manager
Alaska Support Industry Alliance

The statement printed on this page is the opinion of the author and is pre-
sented as submitted to the Divis.jn of Elections.



What is ANGDA's contribution(s)
that make it worthy of $2.15 million of public money”

Benefits to Alaska

Make sure that Alaskan’s receive the direct and indirect benefits of

Alaskan gas

Benefit analysis model integrates analysis in a new and broader view

Business Structure

Reduce transportation cost of gas by:
o avoidance of income tax and
o lower financing costs through tax-exempt bonding,

thereby improving North Slope gas (public resource) marketability

and well head values

Alaskan LNG Project

Complete feasibility study of LNG export project from Valdez (with a spur
line from Glennailen to the Cook Inlet area) demonstrating that it is
economic (can be financed) and competitive in the Pacif:" Rim LNG
market

What is ANGDA's biggest challenge(s) ?

Timely funding !

By the time the fast track supplemental funding passes there will be barely
4 month left before the statutory deadline

Quality information ir needed in the feasibility study to support the multi-
billion dollar decision to proceed or to stop

The LNG market is very dynamic, moving rapidly, and we can not
compete until the Alaska government and people want to move forward
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ANGDA All-American LNG Project Conceptual Schedule

jTask Name
Project Feasibility Study
ANGDA Business Plan
Evaluate Project Benefits
Next Phase Funding Plan
FEASIBILITY DECISION
Open Season Commitments
Negotiate Gas Contracts
Preliminary Engineering
Order Pipe & Major Equipment
Arrange Project Financing
Regulatory Review (EIS)
FINAL "BUILD IT" DECISION
Gas Conditioning Plant
Compressor Stations
Pipeline Construction

Startup Gas to Valdez
Liquefaction Plant

LNG Storage

Startup Liquefaction

Buy & Reflag LNG Tankers
Build Jones Act Tankers
FIRST LNG CARGO SAILS
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ANGDA Business Concepts

Public corporation run by Board

Issue revenue bonds

Administer State right-of-way

* Build & operate facilities in Alaska
 Buy & sell gas (more than Royalty gas)
* Invest at risk -- capture rewards

* Benefits driven (more than ROI)

» Contract for ships & marketing

ANGDA Benefits & LNG Project

* ANGDA'’s focus is getting North Slope gas
benefits to Alaska & Alaskans

« LNG export is integral to the economies of
delivering gas throughout Alaska

* Alaskan LNG project is economically viable
as infrastructure providing significant benefit
values to Alaska and the Nation



ANGDA Project Concept & Cost

Project Elements Size Cost
Treatment 2 BCFPD plant $28B
Pipelines 800 miles of 36~ $4 B
Liguefaction 4 trains @ 4M tn/yr $4 B

LNG Tankers 3@%$300M & 7@%$150 M $2 B

Total Export 16 M tn/yr $12B

NOTIONAL Cost of Service Comparison

Does NOT Include Wellhead Purchase Price
vaJrT of

High ROR Not Benefit Driven
Commercial Taxable Infrastructure

Pipeline 1.40 1.00 0.75

LNG 1.50 1.20 0.90

Total Cost $2.90 $2.20 $1.65
of Service

Pacific Rim LNG Projects to West Coast: $2.20 to S2.60

AlCan Highway Gasline to Market: $2.39



Pacific Rim LNG Supplies

Delivery Volumes / year from Valdez

Long Baja  Tokyo
Beach Mexico japan

Distance 2,070 2,200 3,409
(nm)

Volume/ 19 mt 1.8 mt 1.3 mt
ship/yr

Inchon Taiwan
Korea

4,216 4,590

10mt 1.0 mt



Asia-Pacific Key LNG Suppliers
(Estimated working interest, mmtpa)

Shell
ExxonMobil
EP
ChevTex

ConocoPhll

Unocal
0 Existing
Mitsubishi
Marubeni [JPlanned/Proposed
Marathon
r 1
10 15 20 25 30

ESTIMATED COST OF SERVICE COMPARISON TO WCNA<1>

3.00
S2.67

1.00

Plpalino mLlguofoctlon/Troatinp mShipping |

Number* nstinmlod from txt.jnuil suu‘cos
EnUuUos umuream onti cost lof ropa* (1) west Coast North America ConocoPhillips



Potential Markets for Alaskan LNG

MC’s Involvement in LNG Business

Project Up-stream LNG Plant, Finance |Shipping] TcrnsS,

‘69 Alaska

72 Brunei

‘83 Malaysia Satu

‘84 Indonesia (Arun2)
‘89 Australia (NWS)
*95 Malaysia Duo

‘00 Oman
'03 Malaysia Tlga

'07 Tangguh
‘07 Sakhalin 1l
'07 Venezuela (VLNG)

<07-08 LB(SES)

A MiLuihishi Corporation September, 200%



Alaska Natural Gas

Development Authority
Homepage is: http://146.63.35.79/

Harold Heinze
411 W. 4thAve, Anchorage 99508

(907) 257-1347
Fax: (907) 646-5005

hheinze@ipo.doi.gov
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ANGDA All-American LNG

Task Name

Project Feasibility Study
ANGDA Business Plan
Evaluate Project Benefits
Next Phase Funding Plan
FEASIBILITY DECISION
Open Season Commitments
Negotiate Gas Contracts
Preliminary Engineering
Order Pipe & Major Equipment
Arrange Project Financing
Regulatory Review (EIS)
FINAL "BUILD IT" DECISION
Gas Conditioning Plant
Compressor Stations
Pipeline Construction
Startup Gas to Valdez
Liquefaction Plant

LNG Storage

Startup Liquefaction

Buy & Reflag LNG Tankers
Build Jones Act Tankers
FIRST LNG CARGO SAILS

H Heinze ANGDA

Project Conceptual Schedule

$2.5 Million

General Fund

,__JO Million
Project Financing

$10 Billion

Revenue Bonds

1/15/04



Alaska Natural Gas Development Authority FY 04 Funding Plan

Current Added FY 04 FY 04
Spent Pending In FY 04 Total Sub-Total
ANGDA 275
Personal Services (Staff) 126 20 155
Staff Travel 4 5 11 20
Board Travel 7 4 14 25
Office & Supply 6 19 25
Report & Communication 50 50
Busine;ss Contractors 650
Benefit Analysis 50 100 150
Tax Advice 25 125 150
Market Insight 25 75 100
Financing 50 100 150
Project Economics 100 100
Project Contractors 1,555
Contractor Co-ordination 15 120 135
Spur Line Cost 20 20
Permit Review 13 37 50
LNG Plant Concepts 100 100
Engineering Design 750 750
Cost & Schedule 500 500
Downstream Concepts 20 20

TOTAL 258 92 2,150 2,500



Nominal Pipeline Sizes . Capacity

NOMINAL GASLINE PIPE IMPLIED
CAPACITY DIAMETER AREA RESERVES
(BSCFPD) (Inches) (36" = 1)) (TCF)
1.25 24 0.44 0
2 30 0.69 15
— 8 " - DB, Y @39
42 1.36
4 30
30-30 1.39
36 -30 -
- 1.69 oc -
- A e wy 48 v:..v-%?.ﬂiyll ot wde o o
36-36 2.00
6 45
52 2.09
54 2.25
14 50
40-40 2.47
42-42 2.72
8 60 2.78 60
48-36 2.78
10.5 48-48 3.56 75

12

72 4.00 90
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BALLOT LANGUAGE

This bill would create the Alaska Natural Gas Development
Authority (Authority) as a public corporation of the State. The
Authority would acquire and condition North Slope natural gas,
and construct a pipeline to transport the gas. The Authority s
powers would include buying property or taking it by eminent
domain, and to issue state tax-exempt revenue bonds. The
gasline route would be from Prudhoe Bay to tidewater on
Prince William Sound and the spur line from Glennallen to the
Southcentral gas distribution grid. The Authority would oper—
ate and maintain the gas pipeline, ship the gas, and market
the gas.

SHOULD THIS INITIATIVE BECOME LAW?
YES cd

NO CD

BALLOT MEASURE SUMMARY
Prepared by the Legislative Affairs Agency

This measure proposes a new public corporation. Itwould be
called the Alaska Natural Gas Development Authority. It
would have a seven-member board of directors appointed by
the governor. The board is required to design, construct, oper—
ate, and maintain a natural gas pipeline system. That system
or project would transport North Slope natural gas. It would
move the gas to Prince William Sound and to the Southcentral
Alaska gas distribution system. The board could market and
ship gas. It could acquire property by purchase or eminent
domain. To meet project costs, the board could issue revenue
bonds. To build the project, it would have to enter into project
agreements with labor unions. It also must use Alaska con-—
tractors and suppliers lo the greatest extent possible. The
measure requires the board to prepare a development plan for
the project within one year. It declares a goal of having the

project operate by 2007.
FULL TEXT OF PROPOSED LAW

"(The All-Alaskan Gasline Initiative) An Act Establishing
the Alaska Natural Gas Development Authority, to maxi—
mize revenues for Alaska and jobs and Gas for Alaskans."

BE IT ENACTED BY THE PEOPLE OF THE STATE OF
ALASKA:

* Section 1. The uncodified law of the State of Alaska is
amended by adding a new section to read:

FINDINGS AND INTENT, (a) The people find that

(1) The Phillips-Marathon liquefaction facility at Nikiski has
been supplying Cook Inlet natural gas to Japan and
Southcentral Alaska at great profit and without interruption
since 1969,

(2) Cook Inlet gas supplies are dwindling rapidly with shortfalls
anticipated as early as the winter 2003;

(3) Alaska's North Slope contains vast proven reserves of nat—
ural gas that have been known for at least 25 years but have
never been developed;

(4) these gas resources have never been offered for sale,
because there has been no way to transport them to market;
(5) multiple markets in North America and Asia have recently
expressed an interest in receiving a proposal from Alaska for
the purchase of Alaska gas;

(6) if developed, these natural gas resources could represent
substantial economic benefits to Alaskans in jobs, state rev—
enue, and gas for Alaska citizens and businesses;

(7) the major North slope leaseholders have competing gas
reserves in ether parts of the world vying for the same mar—
kets, creating a conflict of interest for them in advancing the
sales of Alaska gas;

(8) the North slope Producers agreed in 1991 to strand North
Slope gas until at least 2005;

(9) given the producer’s conflicts of interest and their historic
refusal to make North Slope natural gas available it may be
necessary to take the gas back;

(10) the permits necessary for an Alaskan gasline project have
been pledged to the Alaska Natural Gas Development
Authority, operating as a port authority, to facilitate the devel-
opment of the project;

(11) there is sufficient gas for an all-Alaskan gasline project;
(12) the Alaska Natural Gas Development Authority offers
substantial tax benefits that improve the economics of a
gasline project;

(13) state ownership of the pipeline and associated facilities
has the potential to provide substantial revenues to the state
and the Alaska Permanent Fund; and

(14) Alaska's constitution requires that Alaska's resources are
developed, utilized, and conserved for the maximum benefit of
Alaska's people.

(15) an all-Alas. _n gasline maximizes jobs for Alaskans, rev—
enues for the Alaskan treasury, and access lo gas for
Alaskans.

(b) Itis the intent of this Act to create the All-Alaskan Natural
Gas Development Authority for the purpose of developing,
constructing, managing, and operating a gas pipeline from the
North Slope of Alaska and a spur line to the Southcentral
Alaska natural gas distribution grid.

*Sec. 2. AS 41 is amended by adding a new chapter to read:
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Chapter 41. Alaskan Natural Gas Development Authority.
Article 1. Establishment of the Authority.

Sec. 41.41.010. Establishment of the authority, (a) There is
established the Alaska Natural Gas Development Authority,
the purpose of which is to provide one or more of the following
sen/ices and functions in order to bring natural gas from the
North Slope lo market, including

(1) the acquisition and conditioning of North Slope natural gas;
(2) the design and construction of the pipeline system;

(3) the operation and maintenance of the pipeline system;

(4) the design, construction, operation, of other facilities nec—
essary for delivering the gas to market and lo Southcentral
Alaska; and

(5) the acquisition of natural gas market share sufficient to
ensure the long-term feasibility of the pipeline system project.

(b) The autnority is a public corporation and an instrumentali—
ty of the state within the Department of Revenue.

(¢) The authority has a legal existence independent of and
separate from the state.

(d) The acquisition of natural gas from the North Slope and its
delivery to tidewater for shipment to market by the authority is
an essential government function of the state.

(e) The authority may not be terminated as long as It has
bonds, notes, or other obligations outstanding.

Sec. 41.41.020. Authority governing body, (a) The authority
shall be governed by a board of directors consisting of seven
members from the general public appointed by the Governor
and confirmed by the legislature.

(b) The board shall annually elect a chair, and may elect other
officers, from among its members.

Sec. 41.41.030. Term of office, (a) The members of the board
shall be appointed for terms of three years, and they may be
reappointed.

(b) The terms of the members shall be staggered.

Sec. 41.41.040. Removal and vacancies, (a) The governor
may remove a member of the board from office. A removal
must be in writing and must stale the reason for the removal.
A member who is removed may not participate in boaid busi—
ness and may not be counted for purposes of establishing a
quorum after the member receives written notice of removal. A
member who is removed is not entitled to honoraria, per diem,
or travel expenses authorized under AS 41.41.060 for work
performed after the member receives the written notice of
removal.

(b) The governor shall promptly fill a vacancy on the board by
appointment. An appointee to a vacancy shall ho J office for
the balance of the term for which the appointee's predecessor

on the board was appointed.

(¢) A vacancy on the board does not impair the authority of a
quorum of fhe board to exercise all the powers and perform all
the duties of the board.

Sec. 41.41.050. Quorum and voting. Four members of the
board constitute a quorum for the transaction of business and
the exercise of the powers and duties of the board. Action may
be taken only upon the affirmative vole of a majority of the full
membership of the board.

Sec. 41.41.060. Compensation of board members; per
diem and travel expenses. Members of the board are enti—
tled to per diem and travel expei ses authorized for boards
and commissions under AS 39.20.180.

Sec. 41.41.070. Authority staff, (a) The board may employ
and determine the salary of a chief executive officer.

(b) The chief executive officer may, with the approval of the
board, select and employ additional staff as necessary.

() An employee of the authority, including the chief executive
officer, may not be a member of the board. The chief execu-—
tive officer and the other employees of ihe board are in the
exempt service under AS 39.25.110.

(d) In addition to its employees, the authority may contract for
and engage the services of bond counsel, consultants,
experts, and financial advisors the corporation considers nec—
essary for ihe purpose of developing information, furnishing
advice, or conducting studies, investigations, hearings, or
other proceedings.

Sec. 41.41.080. Legal counsel. The attorney general
(1) is the legal counsel for the authority;

(2) shall advise the authority in legal matters: and

(3) shall represent the authority in legal actions.

Sec. 41.41.090. Conflicts of interest, (a) Members of the
board and the chief executive officer of the authority are sub-
ject to the provisions of AS 39.50.

(b) If a member of the board or an employee of the .ijthority
acquires, owns, or controls an interest, direct or indirect, in an
entity or project in which assets of the authority are invested,
the member shall immediately disclose the interest to the
board. The disclosure is a matter of public record and shall be
included in lThe minutes of the first board mealing following the
disclosure.

Sec. 41.41.100. Budget. The revenue earned by operations
of the authority must be identified as the source of the operat—
ing budget of the authority in the stale's operating budget
under AS 37.07 (Executive Budget Act).

Sec. 41.41.110 Audits. The Legislative Budget and Audit
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Committee may provide lor an annual post audit and annual
operational and performance evaluations of the authority's
operations and budget.

Sec. 41.41.120. Reports and publications, (a) By
September 30 of each year, the board shall publish a report of
the authority for distribution to the governor and the public.
The board shall notify the legislature that the report is avail—
able.

(b) The report must include financial statements audited by
independent outside auditors and a statement of the amount
of money received by the authority from its operations during
the period covered.

Sec. 41.41.130. Tax exemption. The security instruments
issued by the authority, the transfer of fhe security instru—
ments, and Ihe income on the security instruments are exempt
from all taxes and assessments in the state.

Sec. 41.41.140 Political activities. The resources of the
authority may not be used to finance or influence political
activities.

Sec 41.41.150. Public access to information.

(a) Information in the possession of the authority is a public

record, except that information that discloses the particulars of
the business or affairs of a private enterprise or investor is

confidential and is not a public record for purposes of AS

40.25.110 - 40.25.140. Confidential info.-malion may be dis—
closed only for the purposes of an official law enforcement

investigation or when its production is required in a court pro—
ceeding.

(b) The restrictions of (a) of this section do not prohibit the

publication of statistics presented in a manner that prevents

the identification of particular reports, items, persons, or enter—
prises.

Article 2. Powers of the Authority.

Sec. 4141.200. Powers of the authority. In furtherance of its
corporate purposes, in addition lo its other powers, the author—
ity may

(1) sue and be sued;

(2) adopt a seal;

(3) adopt, amend, and repeal bylaws and regulations;

(4) make and execute contracts and other instruments;

(5) in its own name acquire property, lease, rent, convey, or
acquire real and personal property; a project site or part of a
project site may be acquired by eminent domain;

(6) acquire natural gas supplies;

(7) issue bonds and otherwise incur indebtedness in accor—
dance with AS 41.41.300 -41.41.410 in order lo pay the cost
of a project;

(8) accept gifts, grants, or loans from and enter into contracts
or other transactions regarding gifts, grants, or loans with a
federal agency or an agency or instrumentality of the state, a
municipality, private organization, or other source;

(9) enler into contracts or agreements with a federal agency,
agency or instrumentality of the state, municipality, or public or
private individual or entity, with respect to the exercise of its
powers;

(10) charge fees or other forms of remuneration for the use of
authority properties and facilities;

(11) defend and indemnify a current or former member of the
board or an employee or agent of the authority against the
costs, expenses, judgments, and liabilities as a result of
actions taken in good faith on behalf of the authority; and

(12) purchase insurance to protect its assets, services, and
employees against liabilities that may arise from authority
operations and activities.

Article 3. Revenue Bonds and Notes.

Sec. 41.41.300. Bonds and notes of the authority, (a) The
authority, by resolution, may issue revenue bonds and bond
anticipation notes in order to provide funds to carry out the
purposes set out in AS 41.41.010(a).

(b) The principal and interest on the revenue oonds or notes
authorized and issued under (a) of this section are payable
from authority funds. Bond anticipation notes may be payable
from the proceeds of the sale of bonds or from the proceeds
of the sale of other bond anticipation notes or, in the event
bond or bond anticipation note proceeds are not available, the
notes may be paid from other funds or assets of the authority,
(c) Bonds or notes may be additionally secured by a pledge of
a grant or contribution from the federal government, or a cor—
poration, association, institution, or person, or a pledge of
money, income, or revenues of the authority from any source.
(d) Bonds or bond anticipation notes of lhe authority may be
issued in one or more series and shall be dated, bear interest
at the rate or rates per year or within the maximum rate, be in
lhe denomination, be in the form, either coupon or registered,
carry the conversion or registration provisions, have the rank
or priority, be executed in the manner and form, be payable at
the times, from the sources, and in the medium of payment
and place or places within or outside the state, be subject lo
authentication by a trustee or fiscal agent, and be subject to
lhe terms of redemption with or without premium, as the reso—
lution of the authority may provide. Bond anticipation notes
shalt mature at the time or times that are determined by the
authority. Bonds shall mature at a time not exceeding a num-—
ber of years from their date that is determined by the authori—
ty. Before the preparation of definitive bonds or bond anticipa—
tion notes, the authority may issue interim receipts or tempo—
rary bonds or bond anticipation notes, wilh or without coupons,
exchangeable for bonds or bond anticipation notes when
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these definitive bonds or bond anticipation notes have been
executed and are available for delivery.

(e) Bonds or bond anticipation notes may be sold in the man—
ner and on the terms the authority determines.

® If an officer whose signature or a facsimile of whose signa—
ture appears on a bond, note, or coupon attached to them
ceases to be an officer before the delivery of the bond, note,
or coupon, the signature or facsimile is valid to the same
extent as if the officer had remained in office until delivery.

See. 41.41.310. Covenants. In a resolution of the authority
authorizing or relating to the issuance of bonds or bond antic—
ipation notes, the authority has power by provisions in the res—
olution that will constitute covenants of the authority and con—
tracts with the holders of the bonds or bond anticipation notes
lo

(1) pledge to a payment or purpose all or a part of its revenues

to which its right then exists or may thereafter come into exis—
tence, and the money derived from the revenues, and the pro-
ceeds of bonds or notes;

(2) covenant as to the use and disposition of payments of prin—
cipal or inlerest received by the authority on loans or other
investments held by the authority;

(3) covenant as to establishment of reserves or sinking funds

and the making of provision for and the regulation and

disposition of the reserves or sinking funds;

(h) covenant with respect to or against limitations on a right to
sell or otherwise dispose of property of any kind;

(5) covenant as to bonds and notes to be issued, and their lim—
itations, terms, and conditions, and as to the custody, applica—
tion, and disposition of the proceeds of the bonds and notes;

(6) covenant as to the issuance of additional bonds or notes,

or as to limitations on the issuance of additional bonds or
notes and the incurring of other debts;

(7) covenant as to the payment of the principal of or interest
on the bonds or notes, as to the sources and methods of the

payment, as to the rank or priority of the bonds or notes with

respect to a lien or security, or no ;u the acceleration of the

maturity of the bonds or notes;

(8) for the replacement of lost, stolen, destroyed, or mutilated

bonds or notes;

(9) covenant as to the redemption of bonds or notes and priv—
ileges of theii exchange for other bonds or notes of the author—
ity;

(10) covenant to create or authorize the creation of special

funds of money to be held in pledge or otherwise for operating

expenses, payment or redemption of bonds or notes,

reserves, or other purposes;

(11) establish the procedure, if any, by which the terms of a
contract or covenant with or for the benefit of the holders of
bonds or notes may be amended or abrogated, the amount of
bends or notes the holders of which must consent to amend—
ment or abrogation, and the manner in which the consent may

be given;

(12) covenant as to the custody of property or investments,
their safekeeping and insurance, and the use and disposition
of insurance money;

(13) agree with a corporate trustee that may be a trust com—
pany or bank having the powers of a trust company within or
outside the state as to the pledging or assigning of revenue or
funds lo which or in which the authority has rights or an inter—
est; the agreement may further provide for other rights and
remed'es exercisable by the trustee as may be proper for the
protection of the holders of a bond or note of the authority and
not « herwise in violation of law and may provide for the
restrict, on of the rights of an individual holder of bonds or
notes of the authority;

(14) appoint and provide for the duties and obligations of a
paying agent or paying agents or other fiduciaries as the res—
olution may provide within or outside the state;

(15) limit the rights of the holders of a bond or note lo enforce
a pledge or covenant securing the bonds or notes;

(16) make covenants other than and in addition to the
covenants expressly authorized in this section of like or differ—
ent character, and to make covenants to do or refrain from
doing acts and things as may be necessary or convenient and
desirable in order to better secure bonds or notes or tnat, in
the absolute discretion of the authority, will tend to make
bonds or notes more marketable, notwithstanding that the
covenants, acts, or things may not be enumerated in this sec—

tion.

Sec. 41.41.320 Limitations of issuance of bonds, (a) The
authority may not issue bonds in an amount that exceeds the
amount of bonds authorized lo be issued by the legislature,
(b) This section does not apply to the issuance by the author—
ity of refunding bonds or to the issuance by the authority of
bonds the proceeds of which are intended to be used to refi—
nance the loans held by the authority.

Sec. 41.41.330. Independent financial advisor. In negotiat—
ing the private sale of bonds or bond anticipation notes to an
underwriter, the authority may retain a financial advisor. A
financial advisor retained under this section must be inde—
pendent from the underwriter.

Sec. 41.41.340 Validity of pledge, (a) The pledge of assets
or revenue of the authority to the payment of the principal or
interest on an obligation of the authority is valid and binding
from the time the pledge is made, and the assets or revenue
become immediately subjec' lo the lien of the pledge without
physical delivery or further act. The lien of a pledge is valid
and binding against all panies having claims in tort, contract,
or otherwise against the authority, irrespective of whether
those panies have notice of the lien of the pledge.

(b) This section does not prohibit the authority from selling
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assets subject to a pledge, except that a sale may be restrict—
ed by the trust agreement or resolution providing for the
issuance of the obligations.

Sec. 41.41.350. Capital reserve funds, (a) For the purpose

of securing one or more issues of its obligations, the authority

may establish one or more special funds, called "capital

reserve funds,” and shall pay into those capital reserve funds

(1) money appropriated and made available by the state for
the purpose of those funds, (2) proceeds of the sale of its obli—
gations, to the extent provided in the resolution or resolutions

of the authority authorizing Iheir issuance, and (3) other

money that may be made available to the authority for the pur—
poses of those funds from another source. All money held in a

capital reserve fund, except as provided in this section, shall,

subject to appropriation, be used as required solely for the

payment of the principal of obligations or of the sinking fund

payments with respect to those obligations; the purchase or
redemption of obligations; the payment of interest on obliga—
tions; or the payment of a redemption premium required to be

paid when those obligations are redeemed before maturity.

However, money in a fund may not be withdrawn from that

fund at any time in an amount that would reduce the amount
of that fund to less than the capital reserve requirement set out
in (b) of this section, except for the purpose of making, with

respect to those obligates, payment, when due, of principal,

interest, redemption premiums, and the sinking fund payments

for the payment of which other money of the authority is not

available. Income or interest earned by, or increment to, a cap—
ital reserve fund due to the investment of the fund or other

amounts in it may be transferred by the authority to other

funds or accounts of the authority to the extent that the trans—
fer does not reduce the amount of the capital reserve fund

below the capital reserve fund requirement.

(b) If the authority decides to issue obligations secured by a

capital reserve fund, the obligations may not be issued if the

amount in the capital reserve fund is less than a percent, not

exceeding 10 percent, of the principal amount of all of those

obligations secured by that capital reserve fund then to be

issued and then outstanding in accordance with their terms, as

may be established by resolution of the authority, called the

"capital reserve fund requirement,” unless the authority, at the

time of issuance of the obligations, deposits in the capital

reserve fund from the proceeds of the obligations to be issued

or from other sources an amount that, together with the

amount then in the fund, will not be less than the capital

reserve fund requirement.

(¢) In computing the amount of a capital reserve fund for the

purpose of Inis section, securities in which all or a portion of

the funds are invested shall be valued at par or, if purchased

at less than par, at amortized costs as the term is defined by

resolution of the authority authorizing the issue of the obliga—
tions or by some other reasonable method established by the

authority by resolution. Valuation on a particular date must
include the amount of interest earned or accrued to that date.
(d) To assure the continued operation and solvency of the
authority for the carrying out of its corporate purposes, provi—
sion is made in (a) of this section for the accumulation in cap—
ital reserve funds of an amount equal to their capital reserve
fund requirement.

(e) The chair of the authority shall annually, not later than
January 2, make and deliver to the governor and chairs of the
house and senate iinance committees a certificate stating the
sum, if any, required to restore a capital reserve fund to the
capital reserve fund requirement. The legislature may appro—
priate that sum, and all sums appropriated during the current
fiscal year by the legislature for the restoration shali be
deposited by the authority in lhe appropriate capital reserve
fund.

(f) This section does not create a debt or liability of the state.

Sec. 41.41.360. Remedies. A holder of obligations or
coupons attached to them issued under the provisions of this
chapter, and a trustee under a trust agreement or resolution
authorizing the issuance of the obligations, except as restrict—
ed by a trust agreement or resolution, either at law or in equi—
ty, may enforce all rights granted hereunder or under the trust
agreement or resolution, or under another contract executed
by the authority under this chapter, and may enforce and com —
pel the performance of all duties required by this chapter or by
the trust agreement or resolution to be performed by the
authority or by an officer of it.

Sec. 41.41.370 Negotiable instruments. All obligations and
interest coupons attached to them are negotiable instruments
under the laws of this state, subject only to applicable provi—
sions for registration.

Sec. 41.41.380 Obligations eligible for investment.
Obligations issued under lhe provisions of this chapter are
securities in which all public officers and public bodies of the
state and its political subdivisions, all insurance companies,
trust companies, banking associations, investment compa-—
nies, executors, administrators, trustees, and other fiduciaries
may properly and legally invest funds, including capital in their
control or belonging to them. These obligations may be
deposited with a state or municipal officer of an agency or
political subdivision of the stale for a purpose for which the
deposit of bonds, notes, or obligations of the slate is author—
ized by law.

Sec. 41.41.390. Refunding bonds, (a) The authority may
provide for the issuance of refunding bonds for the purpose of
refunding an obligation then outstanding that has been issued
under the provisions of (his chapter, including the payment of
redemption premium on them and inlerest accrued or to
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accrue to the date of redemption of the obligations. The
issuance of the bonds, the maturities and other details of
them, the rights of the holders of them, and the rights, duties,
and obligations of the authority in respect of them are gov-—
erned by the provisions of this chapter that relate to the
issuance of obligations insofar as those provisions may be
appropriate.

(b) Refunding bonds may be sold or exchanged for outstand—
ing bonds issued under this chapter, and, if sold, the proceeds
may be applied, subject to appropriation and in addition lo
another authorized purpose, to the purchase, redemption, or
payment of the outstanding obligations. Pending the applica—
tion of the proceeds of refunding bonds, with any other avail—
able funds, to the payment of the principal, accrued interest,
and redemption premium on the obligations being refunded,
and, if so provided or permitted in the resolution authorizing
the issuance of the refunding bonds or in the trust agreement
securing them, to the payment of any interest on the refundmg
bonds and expenses in connection with the refunding, the pro—
ceeds may be invested in direct obligations of, or obligations
the principal of and the interest on which are unconditionally
guaranteed by, the United States that mature or that will be
subject to redemption, al lhe option of the holders of them, not
later than the respective dates when the proceeds, together
with the interest accruing on them, will be required for the pur—
poses intended.

Sec. 41.41.400. Credit of state not pledged, (a) Obligations
issued under the provisions of this chapter do net constitute a
debt, liability, or obligation of the state or of a political subdivi—
sion of the stale or a pledge of the faith and credit of the slate
or of a political subdivision of the state but are payable solely
from the revenue or assets of the authority. Each obligation
issued under this chapter must contain on '!s face a statement
that the authority is not obligated lo pay il or the interest on it
except from the revenue or assets of the authority and that
neither the faith and credit not the taxing power of the state or
of a political subdivision of the state is pledged to the payment
of the principal o( or the interest on the obligation.

(b) Expenses incurred by the authority in carrying out the pro—
visions of this chapter are payable from funds provided under
this chapter, and liability may not be incurred by the authority
in excess of these funds.

Sec. 41.41.410, Officers not liable. A member or other offi—
cer of the authority is not subject to personal liability or
accountability by reason of having executed or issued an obli—
gation.

Article 4. Property of the Authority.

Sec. 41,41.450. Froperty of tho authority. The authonty
may auiuire, by purchase, lease, or gift, upon terms that it

considers proper, land, structures, real or personal properly
rights, rights-of-way, franchises, easements, and other inter—
ests in land it considers necessary or convenient for the
financing of the project or a part of the project.

Article 5. Project Construction.

Sec. 41.41.500. Contract terms relating to use of Alaska
resources, (a) The authorily shall enter into one or more pre—
hire project term agreements with labor organizations that (1)
contain no-strike clauses; and (2) secure timely completion of
the project and maximum employment opportunities for state
residents.

(b) To maximize the economic benefits of the project to
Alaskan businesses, lhe authority shall use Alaska contractors
and suppliers lo the maximum extent possible to take advan—
tage of the Alaska experience in Arctic engineering and con-—
struction.

Article 6. General Provisions.

Sec. 41.41.900, Tax exemption. All obligations issued under
this chapter are declared to be issued by a body corporate and
public of the stale and for an essential public and governmen-—
tal purpose, and the obligations, and the interest and income
on and from the obligations, and all fees, charges, funds, rev—
enues, income, and other monev pledged or available to pay
or secure the payment of the obligations, or interest on the
obligations, are exempt from state taxation except for transfer,
innerilance, and estate taxes.

Sec. 41.41.990. Definitions. In this chapter,

(1) "authority” means the Alaska Natural Gas Development
Authority;

(2) "board™ means the board of directors of the Alaska Natural
Gas Development Authority;

(3) "project” means the gas transmission pipeline, together
with all related property and facilities, to extend from the
Prudnoe Bay area on the North Slope of Alaska to tidewater at
a point on Prince William Sound and the spur line from
Glennallen to the Southcentral gas distribution grid, and
includes planning, design, and construction of the pipeline and
facilities as described in AS 41.41.010(a)(1) - (5).

'Sec, 3. AS 39.25.110(11) is amended by adding a new sub-
paragraph to read:
(G) Alaska Natural Gas Development Authorily;

'Sec, 4. AS 39.50.200(b) is amended by adding a new para-—
graph to read:

(57) the board of directors and chief executive officer of the
Alaska Natural Gas Development Authority (AS 41.41.020).
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"Sec. 5. The uncodified law of the State of Alaska is amend—
ed by adding a new section to read:

DEVELOPMENT OF PROJECT PLAN. Not later than one
year after the first meeting of the board of directors of lhe
Alaska Natural Gas Development Authority, the board shall
produce a development plan. The development plan must
include

(1) estimates of construction costs and timelines;

(2) gas procurement prices;

(3) use of the state's royalty gas;

(4) estimates of revenue to the general fund and the Alaska
permanent fund;

(5) a revenue sharing plan with municipal governmenls;

(6) a plan for delivery and pricing of natural gas to communi-—
ties along the pipeline route and to Southcentral Alaska
through a spur line;

(7) a plan for delivery and pricing of LNG to Yukon River and
coastal communities;

(8) a payment schedule to companies providing permits or
other valuable assets;

(9) a marketing plan to approach potential buyers;

(10) a plan to maximize Alaskan hire, including project labor
agreements; and

(10) a plan to ensure meeting lhe highest environmental and
safety standards, including a citizens advisory council.

(11) The goal of the authority is to have the Alaskan gas line
in full production by 2007.

’Sec. G. The uncodified law of the State of Alaska is amended
by adding a new section to read:

INITIAL APPOINTMENTS OF MEMBERS OF ALASKA NAT-
URAL GAS DEVELOPMENT AUTHORITY BOARD OF
DIRECTORS. Of the members first appointed under AS
41.41 020(a), enacted by sec. 2 of this Act,

1. three members shall be appointed to three-year terms;

2. two members shall be appointed to two-year terms; and

3. two members shall be appointed to one-year terms.

STATEMENT IN SUPPORT

Last year more than 40,000 Alaskans signed an initiative peti—
tion to place the choice to develop Alaska's gas in the hands
of ine owners of the gas: Alaska's people. If adopted, this
would establish the Alaska Gas Development Authority sup—
porting a project to build a natural gas pipeline from Prudhoe
Bay lo Valdez, keeping it completely in Alaska and not going
through Canada. It only makes sense to keep the jobs and
revenues within Alaska and within America. In addition, the
potential for value added processing of Alaskan gas into
petrochemicals should also be within Alaska, notin Canada or
Chicago.

Building the gasline to Valdez gives us the option to diversify
our markets into Asia and our own U.S. West Coast. Equally
important, an All-Alaska gas project will make it feasible to
bring cheap, clean energy to Alaskans in other parts of the
state including Southcentral, which is projected to start having
gas shortages within the next 10 years.

Alaska's gas has been stranded on the North Slope for almost
30 years now and the oil companies seem no closer to build—
ing a gasline than ever. They all seem to have different world—
wide agendas and can't seem to work together to develop
Alaska's North Slope gas. If the oil companies won't do it, this
initiative at least gives us the option to do it ourselves with the
spirit that built Alaska in the first place.

The Authority this initiative would establish would be similar to
the Alaska Permanent Fund Corporation with a governing
board to set policy, a small administrative structure and the
actual work to design and build the project contracted out by
bid to private companies who are experts in their field and who
are held strictly accountable.

The initia’' ve is not a guarantee that the project would be built.
It requires that, within a year, the permits that already exist for
the All-Alaskan route would be acquired, gas supply contracts
would be secured from ihe North Slope producers, and an
economic model would be completed to take to the market to
seek sales contracts. At least our gas would be presented for
sale to the market, which has never been done before.

The section of the initiative entitled "Credit of state not
pledged"” (Sec. 41.41.400) was carefully written so that the
project would stand alone based on this project's revenues.
This is not another Delta barley project. Nothing will be built
until markets for the gas are secured.

Development of Alaska's gas represents a major slake in the
future of all Alaskans. As Alaska now faces an impending fis—
cal crisis in coming years, the marketing of its gas in the most
prudent and lucrative manner is paramount. Wouldn't it be
better to solve our fiscal problems through an in-stale project
such as this rather than taxing Alaskans or taking your
Permanent Fund dividend? We think so. Please vote YES on
ballot measure # 3.

Scott Heyworth
Mike Macy
Tyrone Neel
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Ballot Measure 3 - Initiative Petition
Gas Pipeline Development Authority

STATEMENT IN OPPOSITION

The All-Alaska Gasline Initiative will force the State of Alaska
to create a new, inefficient government bureaucracy that will
compete and interfere with private enterprise. By law, the
stole's first task would be to expend state funds restudying an
expensive, risky project that has already been shown to not be
feasible. Therefore, this initiative should be defeated.

A recent report commissioned by the Legislature and com—
pleted by the Administration states that The All-Alaska Gasline
Initiative is not in the best interest of the State. The report
found that - should the State undertake construction of such a
project - the financial risks are substantial. Except for the
Permanent Fund, there is no ready source of investment
money. Given the scope ofsuch a project the potential for per—
mit and construction delays leading to cost overruns, Alaska's
entire savings account could be jeopardized. The State's
credit rating would be put at risk because of the reliance on
debt, thus devaluing any bonds should they be issued to
finance the project. In addition, itis unlikely that State owner—
ship would automatically add value.

The argument that the Slate of Alaska should do more to dis—
charge its constitutional obligation to develop natural
resources for the benefit of all Alaskans rings hollow. The
Slate has long discharged its obligations by regulating the
extraction and use of gas consistent with its existing lease
agreements. The State also realizes profits from ongoing pro—
duction through taxes and royalties.

The Initiative is restricted to a pipeline and liquefied natural
gas (LNG) pmject in Valdez. Industry studies show that this
restriction proves less feasible in the foreseeable future due to
inadequate markets and the financial demands of the project.
The market for such a project will be oversupplied by almost a
factor of 2 from cheaper sources through at least 2010. This
oversupply recently resulted in the first downturn of LNG
prices into Japan since the business began in the late 1960's.
The All-Alaska Gasline Initiative specifies that the State can
only consider the most expensive project. Current estimates
indicate that capital costs of an Alaskan LNG project will be at
least double that of competing new supplies.

The Government lacks the technical expertise and experience
for this big, risky project, especially at a time when smaller,
more efficient government is needed to strengthen Alaska's
long-term economic health. Just the feasibility study of the
project would cost the Slate S200 million. Since there is no
assurance that it will be built, such a cost is likely a waste of
money that the State can ill afford, It makes more sense for
the State to support private industry efforts to commercialize
North Slope Gas rather than create a bloated State-Owned

project that could end up costing more lo build and run than it
would generate in revenue.

The Alaska Support Industry Alliance is a statewide non-prof—
it trade association whose membership derives their livelihood
from Alaska's Oil and Gas Industry.

Larry J. Houle
General Manager
Alaska Support Industry Alliance

The statement printed on tins page is the opinion o lhe author and is pre-
sente - as submitted to the Division of Elections.





