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F I S C A L  N O T E
STATE OF ALASKA
2007 LEGISLATIVE SESSION

R ev is io n  D a te /T im e (N o te  if co rrec tion ): 
T itle N a tu ra l G a s  P ip e lin e  P ro je c t

Fiscal Note Number:
Bill Version:
() Publish Date:
D ep t. A ffec ted : 

'R D U

I l(3177CS(RES)-ONR-O&G-<M-30-07 

CS HB 177 (RES)

N atu ra l R e s o u rc e s
R e s o u rc e  D eve lopm en t

C om pon en t A la sk a  G a s lin e  Inducem en ts Act
S p o n s o r
R e q u e s te r

R u le s  C om m ittee
H ou se  F in ance C om pon en t N o. new

E x p e n d itu re s /R e v e n u e s (T h o u s a n d s  o f  D o lla rs )
N ote : A m oun ts d o  no t in c lu de in flation u n le s s  o th e rw ise  n o ted  be low .
O P E R A T IN G  E X P E N D IT U R E S FY  2 0 0 8 F Y  2 0 0 9 F Y  2 0 1 0 F Y  2 0 1 1 F Y  2 0 1 2 F Y  2 0 1 3
P e r s o n a l S e rv ic e s  
T ra v e l 
C on tra c tu a l 
S u p p lie s  
E qu ipm en t 
Land  f'< S tru c tu res 
G ra n ts  & C la im s 
M isc e lla n eo u s

T O T A L  O P E R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C A P IT A L  E X P E N D IT U R E S 5 0 0 ,0 0 0 .0 *

TUTC H A N G E  IN  R E V E N U E S  (
F U N D  S O U R C E (T h ou san d s  o f  D o lla rs )
1 0 0 2  F e d e ra l R e c e ip ts
1 0 0 3  G F  M atch 
1 0 0 1  G F
1 0 0 5  G F /P ro g ra rn  R ece ip ts
1 0 3 7  G F /M en ta l H ea lth
O th e r (Specify T yp o -D o  not abbreviate)

T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 7 )  c o s t :  0 .0
C h e c k  t i l ls  b o x  (X ) i f  fu n d in g  f o r  th is  b i ll is  in c lu d e d  In th e  G o v e rn o r 's  F Y  2 0 0 8  b u d g e t  p r o p o s a l :  |

P O S IT IO N S
Full-tim e
P a rt-tim e
Tem po ra ry

A N A L Y S IS : ( A t t a c h  a  s e p a r a t e  p a g e  i f  n e c e s s a r y )

This bill a u th o r iz e s  tho  A la sk a  G a s lin e  Inducem en t Act (A G IA ) which w ou ld  c ren to  a com pe lit iv o  pub lic p ro c e s s  fo r 
inviting app lica tion s fo r  a lic e n se  u n d e r this Act. T ho  app lica tion  p ro c e s s  w ou ld  in c lu do  ce rta in  app lica tion  
req u irem en ts  b e fo ro  an  app lica tion  can  b o  c on s id e red  a s  w e ll a s  crite ria by which the  C om m iss io n e rs  o f  N atu ra l 
R e s o u rc e s  and  R o v o n u o  w ill o v a lu o lo  a ll qua lify ing  app lica tion s .

th e  Act w ou ld  a ls o  c re a te  inducem en ts inc lud ing : s ta te  m atch ing  con tribu tions fo r p ipe lin e  construc tion  in a n  am oun t 
n o t to e x c e ed  S 5 0 0  m illion  and  tho bene fit o f  a s la to  g a s  p ipe lin e  coo rd in a to r.

(C on tin u ed  on  next p a g e ).

P re p a re d  by : K ev in  B a n k s , Acting D ire c to r_________________________________________ P h o n o  2G 9-S80Q
D iv is ion  O il an d  G a s  D a te /T im o d /3 0 /2 0 0 7
Approved by: Tom Irwin, Commissioner________________________ Dak d/30/2007
Aguncy Natural Resources____________________________
11 a wnwooa own) Pcgo 1 of 2



A N A L Y S IS  C O N T IN U A T IO N

Under the AGIA, the licensee o r its designated affiliate would be entitled to state matching contributions for qualified 
expenditures (post license costs incurred by the licensee that aro directly and reasonably related to obtaining a 
certificate o f public necessity and convenience o r amending a certificate o f public convenience from the FERC or RCA 
for developm ent o f the project).

On or before the c lose o f the first binding season, the stato will match up to 50 percent o f the licensee's qualified 
expenditures pursuant to the  am ount specified in tho application. A fte r the close o f tho first binding open season, the 
slate shall match the qualified expenditures at the amount specified but the am ount m ay be no greater than 80 percent. 
O ver a five year period, these contributions may not exceed $500 million. The present value o f the sta le 's  • dal $500 
m illion contribution would be roughly $415 million, because stato spending w ill be spread over several yeais.

AG IA  will generate a num ber o f project benefits that could m ore than offset its costs. Tho size of these benefits will 
depend on ultim ate pro ject scope and m arket prices, which AG IA leaves to the com petitive process. Actual benefits will 
vary depending upon project term inus (A lberta, Chicago), sizo (1.2 Bcf/day, 4.5 Bcf/day), mode o f transport (pipeline 
only, pipeline plus LNG facilities), among other things. Illustrative benefits shown here assum e a 4.3 Bcf/day project to 
A lberta, Canada w ith a construction cost that is 50% greater than assumed in 2001. Results are presented in present 
value dollars, assum ing a d iscount rate o f 5%, to recognize that a dollar of state benefit received in the future will be 
worth less than a do lla r spent today.

First, AG IA is likely to resu lt in a project sooner than if no pipeline legislation is passed. By having the slate agree to 
shoulder a large share o f the up-front capital that is particularly risky, AG IA ensures that in exchango project 
proponents com m it to m ove tho project forward past clearly defined benchmarks. Because AG IA  results in a project 
sooner, the current value o f project revenues to the state is enhanced Assum ing a gas price o f $5.50, if AG IA 
accelerates pro ject startup by one year, from 2017 to 2016, sla te  benefits w ill exceed $1.6 billion; a two-year 
acceleration in the project returns $3.2 billion; a three-year acceleration generates $4.9 billion

Second, A G IA ’s requirem ent o f a m inim um  70 percent share o f debt in the determ ination o f tariffs ensures that the 
s ta le  w ill not pay unnecessarily  high transportation costs. W ithout this protection, project tariffs could be calculated on 
the basis o f GO or oven 50 percent debt and still pass regulatory scrutiny. The ta riff benefits o f a 70 percent debt 
structure, ra ther than 60 percent o r 50 percent, aro 26 cents and 55 cents per MMBtu, respectively. The savings to tho 
stato aro $1.25 billion and $2.63 billion, respectively. Meanwhile, lower tariffs im prove project econom ics for holders of 
both existing and yet to be discovered gas reserves, thereby increasing tho likelihood that tho project will commence 
sooner. The degree to which such savings aro realized depends on how, absent AG IA 's requirem ents, project tariffs 
would otherwise havo been determ ined.

Third, AG IA 's p ipe line access provisions prom ise to increase com petition for exploration and developm ent o f A laska's 
gas resources, leading to earlie r and more significant pipeline expansions. The value to the stato of such expansions is 
scenario specific, and cannot be accurately predicted. That said, if AG IA 's expansion provisions caused tho pipeline to 
expand by 10% in year 3 o f its operations, whereas w ithout AG IA  such an expansion would not occur, the increase in 
state royalty and taxes would be roughly $3 billion in today's dollars. Even if tho chances that such on expansion would 
otherwise not occur w ore on ly  one in five the AG IA investment o l $500 m illion would m ore than pay fo r llse lf in this 
provision alono.

Finally, AGIA will d iroctly nsuro lower tariffs. Tho state's direct Investm ent In up-front developm ent costs would reduce 
tho cost o f m oving gas to A lberta by roughly 4 cents. Tho present vnluo royalty and tax benefits o f this 4 cent tariff 
reduction com e to $183 m illion. Put differently, assum ing $5.50 gas price-:, during pipe line operation tho state will 
receive roughly 45%  of the value o f its contribution in increased royal and production tax benefits. And ut gas prices 
of $7.50 or h igher tho state ’s up-front contribution actually generates more in royalty and tax benefits than it costs

* $300,000,000 was appropriated last yoor (SLA?000/Ch13/Soc14) from the goner. I fund to Alaska I lousing Finance Corporation for 
tho purposo of funding capital projocts including financing oxponsos and may be ovailnblo to partially turn) tho matching grant

FISCAL NOTE
STATE OF ALASKA BILL NO. cshbv/.res)______
2007 LEGISLATIVE SESSION
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F I S C A L  N O T E

R ev is io n  D ate /T im e (N o te  if co rrec tion ):______________________________ Department: L a b o r  a n d  W o r k fo r c e  D e v e lo p m e n t
Title : N a tu ra l G a s  P ip e lin e  P r o je c t _______________________ R D U : O ff ic e  o f  th e  C o m m is s io n e r_________
____________________________________________________________________________C om pon en t: C o m m is s io n e r 's  O ff ic e _______________
S p o n s o r : R u le s  C o m m it te e ____________________________________ __________________________________________________________
R e q u e s te r : H o u s e  R E S ___________________________________________ C om pon en t N um ber: 3 4 0

E x p e n d itu re s /R e v e n u e s _____________________________________(T h o u sa n d s  o f  D o lla rs )________________________

STATE OF ALASKA Fiscal Note: 7______________________
2007 LEGISLATIVE SESSION Bill Version: CSHB 177(RES)_____________

(H) Publish Date: 4/25/07

N ote : A m oun ts d o  no t in c lu d e  in flation u n le s s  o th e rw ise  noted  be low .
O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 8 F Y  2 0 0 9 F Y  2 0 1 0 FY  20 1 1 F Y  2 0 1 2 FY  2 0 1 3
P e r s o n a l S e rv ic e s
T rave l
C on tra c tu a l
S u p p lie s
Equ ipm en t
L and  & S tru c tu re s
G ran ts  & C la im s
M isc e lla n e ou s

T O T A L  O P E R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C A P IT A L  E X P E N D IT U R E S 6 ,5 0 0 .0 1 8 ,7 5 0 .0  j 1 1 ,5 0 0 .0 1 1 ,5 0 0 .0 1 1 ,5 0 0 .0  j 1 1 ,5 0 0 .0

C H A N G E  IN R E V E N U E S  ( _______ )
FU N D  S O U R C E __________________________________________________________ (T h ou s an d s  o f  D o lla rs )
1 0 0 2  F e d e ra l R e c e ip ts
1 0 0 3  G F  Match
1 0 0 4  G F
1 0 0 5  O ' 'P ro g ram  R e c e ip ts  
1 0 3 7  G i /M en ta l H ea lth
O th e r (Specify T yp e -D o  not abbreviate)

0 .5 0 0 .0 1 8 ,7 5 0 .0 1 1 ,5 0 0 .0 1 1 ,5 0 0 .0 1 1 ,5 0 0 .0 1 1 ,5 0 0 .0

T O T A L 6 ,5 0 0 .0 1 8 ,7 5 0 .0 1 1 ,5 0 0 .0 1 1 ,5 0 0 .0 1 1 ,5 0 0 .0 1 1 ,5 0 0 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 7 )  c o s t :  N on e
M a rk  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b i ll is  in c lu d e d  in  th o  G o v e rn o r ’ s  F Y  2 0 0 8  b u d g e t  p r o p o s a l :  
P O S IT IO N S
Fu ll-tim e
Pa rt-tim o
T em p o ra ry

A N A L Y S IS : ( A t t a c h  a  s e p a r a t a p a g o  i f  n o c o s s a r y )

S e e  A tta c h e d .

P re p a re d  by : G u y  B e l l ,  A s s is t a n t  C o m m is s io n e r    P h o n o : 4 6 5 -2 7 0 0
D iv is ion : C o m m is s io n e r ' s  O ff ic e  D n to /T im o : 4 /1 2 /0 7  4 :1 1  PM
Approved by: Click Bishop, Commissioner_________________________Palo: 4/12/2007Agency: Department of Labor and Workforco Development_______
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FISCAL NOTE H7

STATE OF ALASKA. BILL VERSION: CSHB 177(RES)
2007 LEGISLATIVE SESSION
A N A L Y S IS : (c o n tin u e d )

T h e  A la s k a  G a s lin e  o ffe rs  A la s k a n s  th e  o p p o rtu n ity  fo r th o u s a n d s  o f  h igh  p a y in g  jo b s  w ith  tre m e n d o u s  
le g a c y  p o te n tia l.  T o  e n s u re  A la s k a n s  a re  c o n s id e re d  firs t fo r  th e s e  jo b s , the  s ta te  n e e d s  to  in v e s t u p -fro n t 

in  d e te rm in in g  th e  b e s t w a y  to  d e liv e r th a t w o rk fo rc e  b y  p la c in g  A la s k a n s  firs t, m a x im iz in g  jo b  o p p o rtu n it ie s  
fo r  a ll A la s k a n s , in c lu d in g  ru ra l A la s k a n s  an d  A la s k a  N a tiv e s , d e v e lo p in g  a tra in in g  p la n  ta k in g  in to  a cco u n t 

e x is tin g  s k ills  v e rs u s  re q u ire d  sk ills , a n d  d e v e lo p in g  tra in in g  in fra s tru c tu re , a n d  im p le m e n tin g  an d  
e x p a n d in g  (ra in in g  p ro g ra m s  so  e m p lo y e rs  h ire  A la s k a n s  q u a lif ie d  fo r  p ip e lin e  jo bs .

T h is  f is c a l n o te  o u tlin e s  th e  A la s k a  D e p a rtm e n t o f L a b o r a n d  W o rk fo rc e  D e v e lo p m e n t's  (D O L W D ) 

e s tim a te  o f  th e  c o s t o f a  c o m p re h e n s iv e  tra in in g  p ro g ra m  to  d e liv e r  a  p re p a re d  A la s k a  w o rk fo rc e  fo r  the  
A la s k a  G a s  P ip e lin e . T h e  in v e s tm e n t is b ro k e n  d o w n  o v e r  a  s ix  y e a r  p e rio d  as  fo llo w s :

F Y  08 G a s lin e  P r o je c t  B u d g e t  R e q u e s t:  $ 6 ,5 00 .0  G F

1. P ip e lin e  T ra in in g  C e n te r_________________ S 4 .1 0 0 .0  G F

T h is  w o u ld  fu n d  a  g ra n t to  the  A la s k a  W o rk s  P a rtn e rs h ip  to b u ild  a n d  e q u ip  a c o m p re h e n s iv e  p ip e lin e  
tra d e s  tra in in g  fa c ility  in  F a irb a n k s . T h e  fa c ility  w o u ld  c o n ta in  c la s s ro o m  an d  s h o p  s p a c e  fo r p ip e lin e  tra d e s  
tra in in g  c la s s e s . T h e  c e n te r  w ill a lso  in c lu d e  a g a s  c o m p re s s o r  tra in in g  m o d u le . T ra d e s  to  be  tra in e d  w o u ld  
in c lu d e  b u t n o t b e  lim ite d  to  p ip e fitte rs , h e a v y  e q u ip m e n t o p e ra to rs , p lu m b e rs , c a rp e n te rs , m e c h a n ic s  and  

e le c tr ic ia n s . It is  e s tim a te d  th a t up  to 8 ,0 0 0  A la s k a n s  w ill be  tra in e d  a t th is  fa c ility  th ro u g h  F Y  13.

2. S tra te g ic  P la n n in g  a n d  R e se a rch__________$ 8 5 0 .0  G F
T h is  w o u ld  fu n d  th re e  a c tiv it ie s : (1 ) s tra te g ic  p la n n in g  to  be  o v e rs e e n  b y  the  C o m m is s io n e r o f  the  

D e p a rtm e n t o f  L a b o r a n d  W o rk fo rc e  D e v e lo p m e n t a n d  th e  A la s k a  W o rk fo rc e  In v e s tm e n t B o a rd ; (2 ) G as  
lin e  O c c u p a tio n a l S u p p ly  an d  D e m a n d  A n a ly s is ; and  (3 ) R u ra l A la s k a n  an d  A la s k a  N a tiv e  S k ills  In v e n to ry  

a n d  G a s lin e  E m p lo y m e n t In te re s t.

Commissioner's Office, Gaslino Workforce Plan $ 275.0 GF
F u n d in g  to  re ta in  e x p e rts  to  a s s is t the  C o m m is s io n e r a n d  the  W o rk fo rc e  In v e s tm e n t B o a rd  in d e v e lo p in g  a 
c o m p re h e n s iv e  G a s lin e  W o rk fo rc e  D e v e lo p m e n t s tra te g y . A re a s  o f te c h n ic a l a s s is ta n c e  in c lu d e  in n o v a tiv e  
tra in in g  s tra te g ie s , tra in in g  te c h n o lo g y  u p g ra d e s , w o rk fo rc e  h e a lth  a n d  s a fe ty  is s u e s  a n d  d e v e lo p m e n t o f 
an  o u tc o m e  d r iv e n  w o rk fo rc e  a n a ly s is  s y s te m . T h is  s u p p o rt w ill a llo w  th e  C o m m is s io n e r 's  O ffic e  to 
in c o rp o ra te  the  s p e c ia liz e d  kn o w le d g e  a s s o c ia te d  w ith  m e e tin g  th e  w o rk fo rc e  d e v e lo p m e n t n e e d s  o f  a 

m e g a  p ro je c t w ith  th o  re s o u rc e s  a lre a d y  a v a ila b le  th ro u g h  the  v a r io u s  d iv is io n s  o f th o  d e p a rtm e n t. T ho  
d e p a rtm e n t w ill e n s u re  th a t A la s k a ’s w o rk fo rc e  d e v e lo p m e n t c o n c e rn s  fo r  th e  g a s  lin e  a ro  w e ll d e s c r ib e d  

a n d  a r t ic u la te d  to  p o te n tia l p ro d u c e rs  o r  c o n tra c to rs .

Pago 2 of 4



FISCAL NO TE til
HILL VERSION: CSHB 177(RES)

A N A L Y S IS : (c o n tin u e d )

Research & Analysis Section $ 250.0 GF-
T h o  d e p a rtm e n t’s  R e s e a rc h  &  A n a ly s is  S e c tio n  (R & A ) w ill a s s e s s  th e  s u p p ly  an d  d e m a n d  fo r la b o r 
re s u lt in g  from  b o th  the c o n s tru c tio n  a n d  o p e ra tio n  o f  the  ga s  p ip e lin e . In an  e ffo rt to  e n s u re  th a t a q u a lifie d  
w o rk fo rc e  e x is ts  a t the  tim e  o f  g a s lin e  c o n s tru c tio n , D O LW D  w ill c o n d u c t an  o c c u p a tio n a l s u p p ly  and  

d e m a n d  a n a ly s is  to  id e n tify  p o te n tia l w o rk fo rc e  ga ps .

R & A  w ill a s s is t w ith  the  d e v e lo p m e n t o f  s tra te g ie s  to  c lo se  th e  p ro je c te d  s k ills  g a p . S tra te g ie s  m a y  in c lu d e  
th e  id e n tific a tio n  o f  " tra in in g  g a p s " an d  the  d e v e lo p m e n t o f  c a re e r  in fo rm a tio n  p ro d u c ts  th a t e n c o u ra g e  

A la s k a n s , o f  all a g e s , to  c o n s id e r  p o te n tia l s h o rta g e  o c c u p a tio n s  w h e n  p la n n in g  th e ir  ca re e rs ,

Alaska Labor Exchange System Improvement $ 325.0 GF
T h o  E m p lo y m e n t S e c u r ity  D iv is io n  w ill im p ro v e  th e  w e b -b a s e d , A la s k a  L a b o r E x c h a n g e  S y s te m  (A L E X s y s ) 

to  a llo w  the  d e p a rtm e n t to  c o m p le te  a s ta te -w id e  in v e n to ry  o f  w o rk e rs ’ in d iv id u a l sk ill s e ts  a n d  b e tte r 
id e n tify  a q u a lif ie d  A la s k a n  w o rk fo rc e  a n d  p o te n tia l tra in in g  o p p o rtu n it ie s  fo r  A la s k a n s  in  p re p a ra tio n  fo r the  
c o n s tru c tio n  an d  m a in te n a n c e  p h a s e s  o f  the  A la s k a  ga s lin e .

3 . D ire c t T ra in in g  $  50 0 .0  G F
T h is  in v e s tm e n t w ill c o n tin u e  an d  e x p a n d  the  e x tre m e ly  s u c c e s s fu l p ip e lin e  tra d e s  tra in in g  p ro g ra m  in 
F a irb a n k s . T h e  d e p a rtm e n t w ill la k e  s te p s  to  e n s u re  tha t jo b s  a re  im m e d ia te ly  a v a ila b le  a t th e  e n d  o f  each  
tra in in g  p ro g ra m  b y  o b ta in in g  th e  c o m m itm e n t to a p p re n tic e  a g re e m e n ts  fro m  e m p lo y e rs .

4 . U n iv e rs ity  o f A la s k a  S 75 0 .0  G F
E n g in e e r in g  a n d  C o n s tru c tio n  M a n a g e m e n t p ro g ra m s ,

5. A la s k a  L a b o re rs  T ra in in g  S c h o o l $  3 0 0 .0  G F

T o  p u rc h a s e  a D 3  R o c k  D rill to  e n h a n c e  tra in in g  de live ry .

FY  0 9  G a s  P ip e l in e  P r o j e c t  B u d g e t  R e q u e s t :  $  1 8 ,7 5 0 .0  G F

1. O th e r  T ra in in o  In fra s tru c tu re  S 1 5 ,0 0 0 .0  G F
P ro v id e  e s s e n tia l u p g ra d e s  to  v a r io u s  tra in in g  fa c ilit ie s  th ro u g h o u t th o  s la te  to  p ro v id e  s ite -s p e c ific  

s p e c ia liz e d  tra in in g . P o te n tia l s ite s  in c lu d e  A V T E C  a n d  R e g io n a l T ra in in g  C e n te rs  lo c a te d  th ro u g h o u t ru ra l 

A la s k a .

3. D ire c t T ra in in g _______________ $ 2 ,5 0 0 .0  G F
T h is  in v e s tm e n t w ill c o n tin u e  an d  e x p a n d  the  e x tre m e ly  s u c c e s s fu l p ip e lin e  tra in in g  in  F a irb a n k s , a n d  o th e r 
ta rg e te d  tra in in g  a s  d e te rm in e d  b y  the  tra in in g  p r io r it ie s  d e v e lo p e d  by  tho  d e p a rtm e n t a n d  tho  A la s k a  

W o rk fo rc e  In v e s tm e n t B o a rd . T h o  d e p a rtm e n ' " i l l  ta ke  s te p s  to e n s u re  th a t jo b s  a ro  im m e d ia te ly  a v a ila b le  
a t th e  e n d  o f e a ch  tra in in g  p ro g ra m  by r  " •  c o m m itm e n t to  a p p re n tic e  a g re e m e n ts  from

e m p lo y e rs .

STATE OF ALASKA
2007 LEGISLATIVE SESSION

Pago 3 of 4



FISCAL NOTE #7
STATE OF ALASKA BILL VERSION: CSHB 177(RES)
2007 LEGISLATIVE SESSION
A N A L Y S IS : (c o n tin u e d )

4 . U n iv e rs ity  o f  A la s k a ____________S 1 ,2 50 .0  G F
E n g in e e r in g  an d  C o n s tru c t io n  M a n a g e m e n t p ro g ra m s .

F Y  10 t o  FY  13  G a s  P ip e l in e  P r o j e c t  B u d g e t  R e q u e s t :  $  4 6 ,0 0 0 .0  G F

1. D ire c t T ra in in g  S 4 0 .0 0 0 .0  G F
A n n u a l in v e s tm e n t o f  $ 1 0  m illio n  to  c o n tin u e  an d  e x p a n d  tra in in g . T h e  d e p a rtm e n t w ill ta k e  s te p s  to e n su re  
th a t jo b s  a re  im m e d ia te ly  a v a ila b le  a t th e  e n d  o f e a ch  tra in in g  p ro g ra m  b y  o b ta in in g  th e  c o m m itm e n t to 

a p p re n tic e  a g re e m e n ts  fro m  e m p lo y e rs .

2. U n iv e rs ity  o f A la s k a  $  6 .0 0 0 .0  G F
P ro v id e  $ 1 ,5 0 0 .0  a n n u a lly  to  s u p p o rt E n g in e e r in g  an d  C o n s tru c tio n  M a n a g e m e n t p ro g ra m s .

Pago 4 of 4



F I S C A L  N O T E
STATE OF ALASKA
2007 LEGISLATIVE SESSION

R e v is io n  D a te /T im e  (N o te  i f  c o rre c tio n ):__________
T itle  "An Act re la ting  to tho A la sk a  G as lin e

Fiscal Nolo Number:
Bill Version:
(H) Publish Date:
Dept. A ffec ted : 

'R D U

C S H B  1 7 7 (R E S )
4 /2 5 /0 7

O O G
Execu tiv e  O p e ra tio n s

In d u cem en t A c t... ." C om pon en t E xecu tiv e  O ffic e
S p o n s o r
R e q u e s te r

R u le s  C om m itte e
H o u se  R e s o u rc e s  C om m itte e C om pon en t N o .

E x p e n d itu re s /R e v e n u e s (T h o u s a n d s  o f  D o lla rs )
N ote : A m oun ts d o  no t in c lu de  In fla tion u n le s s  o th e rw ise  n o ted  be low .
O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 8 FV 2 0 0 9 F Y  2 0 1 0 F Y  2 0 1 1 F Y  2 0 1 2 F Y  2 0 1 3
P e rs o n a l S e rv ic e s 7 8 .6 3 6 8 .6 3 7 8 .2 3 8 5 .9 3 9 6 .6 4 0 4 .6
T rave l 8 .0 2 0 .0 2 0 .0 2 0 .0 2 0 .0 2 0 .0
C on tra c tu a l 1 8 .2 5 6 .4 5 6 .4 5 6 .4 5 6 .4 5 6 .4
S u p p lie s 8 .0 2 0 .0 2 0 .0 2 0 .0 2 0 ,0 2 0 .0
E qu ipm en t 2 0 .0
L an d  & S tru c tu re s
G ra n ts  & C la im s
M isc e lla n e o u s

T O T A L  O P E R A T IN G 1 3 2 .8 4 6 5 .0 4 7 4 .6 4 8 2 .3 4 9 3 .0 5 0 1 .0

C A P IT A L  E X P E N D IT U R E S  I |

C H A N G E  IN R E V E N U E S  ( ) i j )
F U N D  S O U R C E (T h ou san d s  o f  D o lla rs )
1 0 0 2  F e d e ra l R e c e ip ts
1 0 0 3  G F  M atch
1 0 0 4  G F 1 3 2 .8 4 6 5 .0 4 7 4 .6 4 8 2 .3 4 9 3 .0 5 0 1 .0
1 0 0 5  G F /P ro g ram  R e c e ip ts
1 0 3 7  G F /M en ta l H ea lth
O th e r (Specify T yp o -D o  not abbreviate)

T O T A L 1 3 2 .8 4 6 5 .0 4 7 4 .6 4 8 2 .3 4 9 3 .0 5 0 1 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 7 )  c o s t : 0 .0
M a rk  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b i ll is  in c lu d e d  in  th e  G o v e rn o r 's  F Y  2 0 0 8  b u d g e t  p r o p o s a l :  I
P O S IT IO N S
Fu ll-tim e
Pa rt-tim e
T em po ra ry

A N A L Y S IS : ( A t t a c h  a s e p a r a t o  p a g e  i f  n e c e s s a r y )

T h is  fisca l n o to  a s s u m e s  th e  o ffic e  w ill be g in  fu n c tio n in g  a t the  o n s e t o f  th o  la s t q u a r te r  o f  F Y 08 .

P e rs o n a l s e rv ic e s  c o n s is ts  o f  a  s ta to  g a s  p ip e lin e  c o o rd in a to r  (R 2 8 A ), a n  in te r-g o v e m m e n la l c o o rd in a to r 
(R 2 4 ), an d  an  e x e c u tiv e  s e c re ta ry  (R 1 4 ).

P re p a re d  by: 
D iv is ion
A pp ro ved  by: 
A gency

G a il F c n u m la l. A sst. A dm in istra tive D ire c to r P h o n o  4 6 0 - 3 8 8 5
D iv is ion  o f A dm in istra tive S e rv ic e s
L inda J . P o r o z , A dm in istra tive D irec to r

D a to /T im o 4 /2 0 /2 0 0 7 , 2 :4 0 pm  
D a lo  4 / 2 0 / 2 0 0 7

O ffic e  o f  th o  G o v o rn o r

(Kiwiujtiona/?oo# ouu) Pago 1 of 1



F I S C A L  N O T E
STATE OF ALASKA
2007 LEGISLATIVE SESSION

R ev is io n  D a le /T im e (N o te  if co rrec tion ): 
T itlo A G IA

D ep t. A ffec ted :
'R D U

Fiscal Noto Number:
Bill Version:
(H) Publish Date:

HB 17 7
3 /5 /0 7

R e v e n u e
Adm in istration  & S u pp o rt

C om pon en t N atu ra l G a s  C om m erc ia liza tion
S p o n s o r
R e q u e s te r

G o v e rn o r
R u le s  C om m ittee

E x p e n d itu re s /R e v e n u e s

C om pon en t N o . 2 8 5 9

(T h o u s a n d s  o f  D o l la r s )
N oto : A m oun ts d o  no t inc lude in flation u n le s s  o the rw ise  noted  be low .
O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 8 F Y  2 0 0 9 F Y  2 0 1 0 F Y  20 1 1 F Y  2 0 1 2 FY  2 0 1 3
P e rs o n a l S e rv ic e s 2 9 4 .0 2 9 4 .0 2 9 4 .0 2 9 4 .0 2 9 4 .0 2 9 4 .0
T ra v e l 2 5 .0 2 5 .0 2 5 .0 2 5 .0 2 5 .0 2 5 .0
C on tra c tu a l 1 ,8 9 7 .0 9 0 0 .0 4 5 0 .0 1 0 .0 1 0 .0 1 0 .0
Su p p lie s 1 0 .0 2 .0 2 .0 2 .0 2 .0 2 .0
Equ ipm en t
Land  &  S tru c tu res
G ran ts  & C la im s
M isce lla n e o u s

TO T A L  O P E R A T IN G 2 ,2 2 6 .0 1 ,2 2 1 .0 7 7 1 .0 3 3 1 .0 3 3 1 .0 3 3 1 .0

C A P IT A L  E X P E N D IT U R E S  | | |

C H A N G E  IN R E V E N U E S  ( ) (
FU N D  S O U R C E (T h ou s an d s  o f  D o lla rs )
1 0 0 2  F e d e ra l R e ce ip ts
1 0 0 3  G F  Match
1004  G F 2 .2 2 6 .0 1 .2 2 1 .0 7 7 1 .0 3 3 1 .0 3 3 1 .0 3 3 1 .0
1 0 0 5  G F /P ro g ram  R e c e ip ts
10 3 7  G F /M en la l H ea lth
O th e r (Specify T yp o -D o  not abbreviate)

T O T A L 2 ,2 2 6 .0 1 ,2 2 1 .0 7 7 1 .0 3 3 1 .0 3 3 1 .0 3 3 1 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 7 )  c o s t :  7 8 4 .0
C h e c k  t i l ls  b o x  (X ) I f  fu n d in g  f o r  t i l ls  b i ll Is  in c lu d e d  in  th o  G o v e rn o r ’ s  F Y  2 0 0 8  b u d g e t  p r o p o s a l :  I X
POSITIONS
Fu ll-tim e 2 2 2 2 2 2
Pa rt-t im e
T em po ra ry

A N A LY S IS : (Attach a separata pago ifnocossary)

O p e ra tin g  e x p e n d itu re s  in c lu d e  co s ts  fo r  2 a d d itio n a l e c o n o m is ts /c o m m e rc ia l a n a ly s ts  in  e x e m p t p o s itio ns . 
T h e s e  p o s it io n s  w o u ld  b o  u se d  to  d ra ft the  tax  re la te d  p ro v is io n s  o f the  re q u e s t fo r  a p p lic a tio n , a ss e s s  
e c o n o m ic  v ia b ility  o f  p ro je c ts  c o n ta in e d  in  a p p lic a tio n s , in c lu d in g  e c o n o m ic  im p a c ts  on  fu tu re  s ta te  
re v e n u e s  a n d  v a lu e  o f  in d u c e m e n ts , a n d  d e v e lo p  tho  D e p a rtm e n t's  re c o m m e n d a tio n s  fo r  c h a n g e s  to  the  
e x is tin g  g a s  p ro d u c tio n  ta x  s ta tu te s  a n d  re g u la tio n s  th a t w ill n e e d  to  bo  in p la c o  a s  in d u c e m e n t fo r 

p ro d u c e r ’s g a s  c o m m itm e n ts  u n d e r th e  A la ska  G a s lin e  In d u c e m e n ts  A c t. In a d d itio n , p ro p e rty  ta x  im p a c ts  
o f p ip e lin e  c o n s tru c tio n  to  s ta to  a n d  m u n ic ip a l re v e n u e s  w ill n e ed  to  b o  u n d e rs to o d  a n d  fo re c a s te d .

P re p a re d  by: R o g e r  M a rk s__________________________________________________________  P h o n o  2 6 9 -0 0 8 2Division Tax Division Dnto/Timn 2/28/0712:00 AM
Approved by: Jerry Burnolt_______________________________  Date 2/28/2007Agency Department of Rovonuo________________________
IM<IVIW<IWIIWO0<J OMH) Pago 1 of 2



FISCAL NOTE U5

A N A L Y S IS  C O N T IN U A T IO N

STATE OF ALASKA BILL NO. HB 177
2007 LEGISLATIVE SESSION

C o n lra c tu a l e x p e n d itu re s  in c lu d e  a s s is ta n c e  in fo rm u la tin g  re v is io n s  to  th e  ta x  s tru c tu re , s tu d y in g  

c o m p a ra tiv e  in le rn a lio n a l fis ca l s y s te m s  fo r  ga s  to  e n s u re  c h a n g e s  to  s ta te ’s  g a s  p ro d u c tio n  taxe s  leave  

A la s k a  in a g lo b a lly  c o m p e tit iv e  p o s it io n , an d  w ritin g  re g u la tio n s .

O th e r c o n lra c tu a l c o s ts  a re  fo r le g a l s u p p o rt fo r  a t lo rn e y s /la w  firm s  w ith  a p p ro p r ia te  s p e c ia lt ie s  o u ts id e  o f 
A G s  o ffic e  to  a d v is e  u s  o n  (ax s tru c tu re s  an d  c re a tio n  o f  n e w  ta x  s tru c tu re ; a s s e s s m e n t o f  le g a l is s u e s  and 

im p e d im e n ts  to  m a rk e tin g  o p tio n s  n o w  b e in g  c o n s id e re d  to  a s s is t in  e v a lu a tio n  o f  p ro je c ts ; an d  lega l 
a s s e s s m e n t o f  f in a n c ia l c o v e n a n ts  im p a c tin g  s ta te  an d  its  p ro je c t s e le c tio n  in  s ta n d a rd  c o m m e rc ia l 

fin a n c in g  a rra n g e m e n ts  a n d  g o v e rn m e n ta lly  g u a ra n te e d  fin a n c in g  s c e n a rio s .

T h e  F Y  20 08  c o s ts  a re  a ls o  in  th e  O il &  G a s  S u p p le m e n ta l B ill (S B  82 ). In a d d itio n , th a t B ill c o n ta in s  FY  
2 0 0 7  co s ts  o f $ 1 2 3 ,0 0 0  p e rs o n a l s e rv ic e s , $ 4 2 5 ,0 0 0  c o n tra c tu a l, $ 1 0 ,0 0 0  tra ve l, a n d  $ 3 6 5 ,0 0 0  le ga l

su p p o rt.
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F I S C A L  N O T E
STATE OF ALASKA
2007 LEGISLATIVE SESSION

Fiscal Noto Number:
Bill Version:
(H) Publish Date:

HB 177
3.'5/07

Natu ra l R e s o u rc e s
T itlo A la sk a  G a s lin e  Inducem en ts  Act R D U R e s o u rc e  D eve lopm en t

C om pon en t O il & G a s  D eve lopm en t
S p o n s o r R u le s  C om m itte e
R e q u e s te r G o v e rn o r C om pon en t N o . 4 3 9

E x p e n d i t u r e s / R e v o n u o s (T h o u s a n d s  o f D o lla rs )
N ote : A m oun ts d o  no t in c lu de  in fla tion u n le s s  o therw ise noted  be low .
O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 8 FY  2 0 0 9 F Y  2 0 1 0 F Y  2 0 1 1 FY  2 0 1 2 FY  2 0 1 3
P e rs o n a l S e rv ic e s  
T ra v e l 
C on lra c tu a l 
S u p p lie s  
E qu ipm en t 
L and  & S tru c tu re s 
G ra n ts  & C la im s 
M isc e lla n eo u s

T O T A L  O P E R A T IN G 0 .0 0 .0 0 .0 0 .0 O.C 0 .0

IC A P IT A L  E X P E N D IT U R E S "

|C H A N G E  IN R E V E N U E S  ( ) T
F U N D  S O U R C E (T h ou san d s  o f D o lla rs )
1 0 0 2  F e d e ra l R o co ip ts
1 0 0 3  G F  M atch
1 0 0 4  G F
1 0 0 5  G F /P ro g ram  R e c e ip ts  
1 0 3 7  G F /M en ta l H ea lth
O th o r (Specify T yp e -D o  not abbreviate)

T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a te  o f  a n y  c u r ro n t  y e a r  (F Y 2 0 0 7 )  c o s t :  6 ,5 5 0 .0  ____** R e q u e s te d  a s  a  cap ita l p ro jec t
M a rk  th is  b o x  (X ) i f  fu n d in g  f o r  t i l ls  b ill Is in c lu d e d  in th o  G o v e rn o r 's  F Y  2 0 0 8  b u d g e t  p r o p o s a l :
P O S IT IO N S
Fu ll-tim o
Pa rt-t im o
T em po ra ry

A N A L Y S IS : ( A t t a c h  a  s o p a r a t o p o g a  i f n c c o s s n r y )

“ T h is  fis ca l n o te  re p re s e n ts  th o  g n s lin o -re ln te d  s u p p le m e n ta l re q u e s te d  in  H B 1 3 8 /S B 8 2 , S e c tio n  2  (a). T h is  

w a s  re q u e s te d  u s  a  c a p ita l p 'o je c t  w ith  a n  e ffe c tive  d a te  o f F e b ru a ry  1 ,2 0 0 7 .

S e c tio n  2 (a ) - SG,5 5 0 ,0 0 0  g e n e ra l fu n d  fo r g a s  pipeline* a>Ti|yc ; p ro je c ts . T h is  fu n d in g  w ill b o  u se d  to  p a y  fo r 
c o n s u lta n ts  to  a d v is o  th o  s ta to  on  tho  s tru c tu re  o f an  R F P  fo r g a s lin o  p ro p o s a ls ; a n d  to  c o v e r th o  c o s t o f  
o u ts id e  e x p e rts  a n d  le g a l c o u n s e l on  fe d e ra l p ipe lm o  la w  a n d  th o  F C R G  p ro c e s s . U N R  e s tim a te s  th a t 

S 4 .1 3 5 ,00 0  w ill b o  e x p e n d e d  in  F Y 0 7 , a n d  $ 2 ,4 1 5 .0 0 0  in  F Y 08 .

P re p a re d  by : K ev in  B a n k s , Acting D irec to r___________________________________________  P h o n o  9 0 7 -2 6 9  BI300
D iv is ion  O il & G a s  DatoTTImo 3 /1 /2 0 0 7
Approved by: Tom Irwin. Commissioner_____________________________ D.ilo 3/1/2007Agency Natural Rosourcos_____________________________

unrvTWo nuii) Pago 1 of 1



F I S C A L  N O T E
STATE OF ALASKA
2007 LEGISLATIVE SESSION

R e v is io n  D a te /T im e  (N o te  if  c o rre c tio n ):
T itle  A la s k a  G a s lin e  Inducem en ts Act

Fiscal Note Number:
Bill Version:
(H) Publish Date:
Dept. A ffec ted :

' r d u

H B  17 7
3 /6 /0 7

C om m e rc e
Regulatory Commission of Alaska (390) 

C om pon en t R eg u la to ry  C om m iss io n  o f  A la sk a
S p o n s o r
R e q u e s to r

R u le s
B y  R e q u e s t  o f  tho G o v e rn o r C om pon en t N o. 2 4 1 7

E x p e n d i t u r e s / R o v e n u o s (Thousands of Dollars)
N o le : A m oun ts d o  no t in c lu de  in flation u n le s s  o th e rw ise  n o ted  be low .
O P E R A T IN G  E X P E N D IT U R E S F Y  2 0 0 8 FY  2 0 0 9 F Y  2 0 1 0 FY  2 0 1 1 F Y  2 0 1 2 F Y  2 0 1 3
P e r s o n a l S e rv ic e s  
T ra v e l 
C on tra c tu a l 
S u p p lie s  
E qu ipm en t 
L and  & S tru c tu re s  
G ra n ts  & C la im s 
M isc e lla n e o u s

T O T A L  O P E R A T IN G 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

C A P IT A L  E X P E N D IT U R E S

C H A N G E  IN R E V E N U E S  ( n r
F U N D  S O U R C E (T h ou s an d s  o f  D o lla rs )
1 0 0 2  F e d e ra l R e c e ip ts
1 0 0 3  G F  M atch
1 0 0 4  G F
1 0 0 5  G F /P ro g ram  R e c e ip ts  
1 0 3 7  G F /M en ta l H ea lth  
O th e r ( 141 RCA Receipts)

T O T A L 0 .0 0 .0 0 .0 0 .0 0 .0 0 .0

E s t im a te  o f  a n y  c u r r e n t  y e a r  (F Y 2 0 0 7 )  c o s t :  0 .0
M a rk  th is  b o x  (X ) i f  fu n d in g  f o r  th is  b ill is  in c lu d e d  in th e  G o v e r n o r ’ s  FY  2 0 0 8  b u d g e t p r o p o s a l :  i

P O S IT IO N S
Full-tim e
Part-tim e
Tem porary

A N A L Y S IS : ( A t t a c h  a  s o p a r a t o  p a g o  i f  n e c e s s a r y )

Tho R eg u la to ry  C om m is s io n  o f  A la sk a  (R C A ) reg u la to s  p ip e lin e s  and  p ipe lino ca rr ie rs  ope ra ting  in A la sk a  u nd e r AS 
4 2  0 6 .1 4 0 (a ) .  A S  4 2 .0 6 .2 4 0  requ ire s  tho R C A  to is su o  a  certific a te  o f  pub lic c on v en ien ce  an d  n e c e ss ity  fo r  p ipelino 
c a r r ie rs  e n g a g e d  in tho  in tra s ta to  tran spo rta tion  o f  oil o r  g a s  b y  p ipe line , o r  construc ting  o r  ex tend ing  p ipe lin e  facilities. 
T o  tho  ex ten t th is le g is la t io n  re su lts  in tho  construc tion  o f  a n  in tras ta to  p ipe lino sub jec t to R C A  reg u la t ion , c o s ts  will b o  
a c c ou n ted  fo r  u n d e r tho ox is ting  R C A  stru c tu ro .

T h o  R C A ’s  budge t is fu nd ed  th rough  tho R cgu la '.o iy  C o s t C hu rg o  (R C C ) m echan ism  an d  d irect c h a rg e  m ech an ism s . 
G e n e ra l fu n d s  a ro  no t a llo c a te d  fo r  su pp o rt o f  tho ngoncy , n o r a ro  they an tic ipated  to  b o  n o c o s s a ry  a s  a  resu lt o f this 
leg is la tion . T h o  R C C  Is re c a lc u la ted  on ch  y e a r  an d  a llow s  tho  ag en cy  to re c o v e r Its op e ra t in g  c o s ts  th rough  an  
a s s e s sm e n t  o n  tho  re v e n u e s  o f  econ om ic a lly  reg u la ted  utilities an d  p ipe line ca rrie rs .

P re p a re d  b y : K a to  G la rd , C h a ir________________________________________________________  P h o n o  9 0 7 .2 7 6 .6 2 2 2
D iv is ion  R o q u la to ry  C om m iss ion  o f  A la sk a______________________________________  D a te / f lm o  2 /2 8 /0 7  3 :0 6  PM
Approved by: Emil Notll. Commissioner_________________________  Onto 2/28/2007___Agency Commorco, Community, and Economic Povolopmonl________
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IN T H E  L E G IS L A T U R E  O F  TH E ST A T E  O F A L A S K A

T W E N T Y -FIFT H  L E G IS L A T U R E  - F IRST SE S S IO N  

IlY TIIE HOUSE FINANCE COMMITTEE

O ffe red :
R e fe rred :

Sponsors): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A H IL L  

F O R  A N  A C T  E N T IT L E D  

" A n  A ct r e la t in g  to the  A laska  G a s l in e  In d u c e m e n t  Act;  p ro v id in g  in d u ce m en ts  fo r  the 

c o n s tru c t io n  o f  a n a tu ra l  gas  p ip e l in e  a n d  sh ip p e rs  (ha t  c o m m it  to use th a t  p ipeline ; 

e s ta b l ish in g  the  ' ’a sk a  G as l in e  I n d u c e m e n t  Act m a tc h in g  c o n t r ib u t io n  fund ;  p ro v id in g  

fo r  a n  A la sk a  G asline  I n d u c e m e n t  A c t  c o o rd in a to r ;  m a k in g  c o n fo rm in g  a m e n d m e n ts ;  

a n d  p ro v id in g  fo r  a n  effective d a te ."

HE I T  E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Sec tion  1. AS >13 is amended by add ing  a new chapter to read:

C h a p te r  90. A la s k a  G as l in e  In d u c e m e n t  A ct.

A r t ic le  I. In ducem en t  to C o n s t ru c t io n  o f  a  N a tu ra l  G as  P ip e l in e  in this S ta te .

See. >13.90.010. P u rp o s e .  T he  purpose o f  this chap ter  is to encourage 

expedited  construction o f  a natural gas pipeline that

( I )  facilitates com m ercializa tion  of North S lope gas resources in the

state;

* l -
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(2) promotes exploration and developm ent o f  oil and gas resources on 

the North Slope in the state;

(3) m axim izes benefits to the people o f  the state from the developm ent 

of oil and gas resources in the state; and

(4) encourages oil and gas lessees and o ther  persons to com m it to ship 

natural gas from the North Slope to a  gas pipeline system  for transportation to markets 

in this state or elsewhere.

A r t ic le  2. A la sk a  G asline In d u c e m e n t  A c t  L icense .

Sec. 43 .90.100. G a s  p ro je c t ,  (a) T he  com m issioners  m ay award an Alaska 

Gasline Inducement Act license as provided in this chapter. The person awarded a 

license under this chap ter  is entitled to the inducem ent set out in AS 43.90.110.

(b) Noth ing  in this chapter precludes a person from pursuing a gas pipeline 

independently from this chapter.

Sec. 43 .90.110. N a tu r a l  gas pipeline p ro je c t  c o n s tru c t io n  in d u cem en t ,  (a) 

Subject to the lim itations o f  this chapter, a license issued under this chapter entitles the 

licensee or its designated  affiliate to receive

(1) subject to appropriation, state m atching  contributions in a total 

amount not to exceed  $500,000,000, paid to the licensee during  the five-year period 

immediately fo llowing the date (he license is aw arded; the paym ent period m ay be 

extended by the com m issioners  under an am endm en t o r  modification of the project 

plan under AS 43.90.210; a payment under this paragraph shall be m ade according to 

the following:

(A) on or before the c lose  o f  the first b inding open season, the 

state shall match the licensee's qualified expenditures  at the level specified in 

the license; how ever, (lie state's m atching contribution m ay not exceed 50 

percent o f  the qualified e x p e n d iu u ^  incurred before  the close o f  the first 

binding open season;

(B) after the close o f  the first b inding  open season, the state 

shall match the licensee's qualified expenditures at the level specified in the 

license; how ever, the state's matching contribution m ay not exceed SO percent 

o f  die qualified  expenditures incurred after (lie c lose  ol the first binding open
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season;

(C) a qualified expenditure is a cost that is incurred after the

license is issued under this chapter by the licensee or the licensee's designated 

affiliate, and is directly and reasonably related to obtaining a certificate c 

am ended  certificate of public convenience and necessity from the Federa 

Energy  Regulatory Com mission or the Regulatory Commission o f  Alaska, a 

appropriate, or  satisfying a requirem ent of an agency with jurisdiction over tin 

project; in this subparagraph, "qualified expenditures" d o c ,  not inciudi 

overhead  costs, litigation costs, the cost o f  an asset or work product acquired o 

developed  by the licensee before the license is issued, or civil or crimina 

penalties or fines; and

(2) the benefit of  an Alaska Gasline Inducement Act coordinator whc 

has the authority  prescribed in AS 43.90.250.

(b) T he  comm issioner o f  revenue in consultation with the com m issioner  ol 

natural resources shall adopt regulations for determ ining  whether an expenditure  is a 

qualified expenditure  for the purposes o f  (a) o f  this section.

Sec. 43.90.120. R eques t  fo r  a p p l ic a t io n s  for the  license, (a) The 

com m issioners shall comm ence a public process to request applications for a license 

under this chap ter  as soon as practicable after the effective date o f  this chapter.

(b) T he  commissioners m ay use independent contractors to assist them in 

developing the request for applications and in evaluanng applications received under 

this chapter.

(c) T h e  provisions of AS 36.30 do  not apply to rcq tests for applications under 

this chapter.

Sec. 43.90.130. A pplica tion  r e q u i r e m e n ts .  An application for a license must 

be consistent with the terms of the request for applications under AS 43.90.120 and 

must

project for transporting natural gas from the North S lope  to market, which description

(1) be filed by the deadline established by the com m issioners in the

request lot applications;

(2) provide a thorough description o f  a proposed natural gas pipeline

-3-
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may include multiple design proposals, including different design proposals for pipe 
diameter, wall thickness, and transportation capacity, and which description shall 

include
(A) the route proposed for the natural gas pipeline, which may 

not be the route described in AS 38.35.017(b);
(B) the location of receipt and delivery points and the size and 

design capacity of the proposed natural gas pipeline at the proposed receipt and 
delivery points, except that this information is not required for in-state delivery 
points unless the application proposes specific in-state delivery points;

(C) an analysis of the project's economic and technical 
viability, including a description of all pipeline access and tariff terms the 
applicant plans to offer;

(D) an economically and technically viable work plan, timeline, 
and associated budget for developing and performing the proposed project, 

including field work, environmental studies, design, and engineering, 
implementing practices for controlling carbon emissions from natural gas 
systems as established by the United States Environmental Protection Agency, 
and complying with all applicable state, federal, and international regulatory 
requirements that affect the proposed project; the applicant shall address the 

following:
(i) if  the proposed project involves a pipeline into or 

through Canada, a thorough description of the applicant's plan to obtain 

necessary rights-of-way and authorizations in Canada, a description of 
the transportation services to be provided and a description of rate- 
making methodologies the applicant w i.l propose to the regulatory 
agencies, and an estimate of rates and charges for all services;

(ii) if  the proposed project involves marine 
transportation of liquefied natural gas, a desf -jption of the marine 
transportation services to be provided and a description of proposed 
rate-making methodologies; an estimate of rates and charges for all 
services by third parties; a detailed description of til! propose access

CSHB 177(FIN) • 4 *
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and tariff terms for liquefaction services or, i f  third parties would 
perform liquefaction services, identification of the third parties and the 
terms applicable to the liquefaction services; a complete description of 
the marine segment of the project including the proposed ownership, 
control, and cost of liquefied natural gas tankers, the management of 
shipping services, liquefied natural gas export, destination, rc- 
gasification facilities, and pipeline facilities needed for transport to 
market destinations, and the entity or entities that would be required to 
obtain necessary export permits and licenses or a certificate or amended 
certificate of public convenience and necessity from the Federal Energy 
Regulatory Commission for the transportation of liquefied natural gas 
in interstate commerce if  United States markets are proposed; and all 

rights-of-way or authorizations required from a foreign country;
(3) commit that if  the proposed project is w ithin the jurisdiction of the 

Federal Energy Regulatory Commission, the applicant w il l
(A) conclude, by a dale certain that is not later than 36 months 

after the date the license is issued, a binding open season that is consistent with 
the requirements of IS C .F .R . Part 157, Subpart 13 (Open Seasons for Alaska 

Natural Gas Transportation Projects) and 18 C.F.R . 157,30 - 157.39;
(13) apply for Federal Energy Regulatory Commission approval 

to use the pre-filing procedures set out in IS C.F.R . 157.21 by a date certain, 
and use those procedures before filing an application for a certificate or 
amended certificate of public convenience and necessity, except where the 

procedures arc not required as a result of sec. 5 of the President's Decision 
issued under 15 U.S.C. 719 et scq. (Alaska Natural Gas Transportation Act of 
1976); and

(C) apply for a Federal Energy Regulatory Commission 
certificate or amended certificate of public convenience and necessity to 
authorize the construction and operation of the proposed project described in 
this section by a dale certain;

(•I) if the proposed project is within the jurisdiction of the Regulatory

WORK DRAFT WORK DRAFT 25-GH1060W

-5- CS1IH 177(1- IN)
New T o s t U n d e r lin e d  [DELETED TEXT UHACKETED)



WORK DRAFT WORK DRAFT 25-GH1060W

Commission of Alaska, commit to
(A) conclude, by a date certain that is not later than 36 months 

after the date the license is issued, a binding open season that is consistent with 

the requirements of AS 42.06; and
(B) apply for a certificate or amended certificate of public 

convenience and necessity to authorize the construction and operation of the 

proposed project by a date certain;
(5) commit that after the first binding open season, the applicant w ill 

assess the market demand for additional pipeline capacity at least every two years 
through public nonbinding solicitations or similar means;

(6) commit to expand the proposed project in reasonable engineering 

increments and on commercially reasonable terms that encourage exploration and 

development of gas resources in this slate; in this paragraph,
(A) "commercially reasonable terms" means that, subject to the 

provisions of (7) of this section, revenue from transportation contracts covers 
the cost of the expansion, including increased fuel costs and a reasonable 

return on capital as authorized by the Federal Energy Regulatory Commission 
or the Regulatory Commission of Alaska, as applicable, and there is no 

impairment of the proposed project's ability to recover the costs of existing 

facilities.
(B) "reasonable engineering increments" means the amount of 

additional capacity that could be added by compression or a pipe addition 
using a compressor size or pipe size, as applicable, that is substantially similar 
to the original compressor size and pipe size;

(7) commit that the applicant
(A) w il l propose and support the recovery of mainline capacity 

expansion costs, including fuc! costs, from all mainline system users through 
rollcd-in rates as provided in (B) and (C) of this paragraph or through a 
combination of incremental and rollcd-in rates as provided in (D) of this 

paragraph;
(B) w il l propose and support the recovery of mainline capacity

GS1IB 177(1- IN)
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1 expansion costs, including fuel costs, from all mainline system users through
2 rolled-in rates; an applicant is obligated under this subparagraph only if  the
3 rolled-in rates would increase the rates
4 (i) not desciibcd in (ii) of this subparagraph by not more
5 than 15 percent above the initial maximum recourse rates for capacity
6 acquired before commercial operations commence; in this sub-

7 subparagraph, "initial maximum recourse rates" means the highest cost-
S based rates for any specific transportation service set by the Federal
9 Energy Regulatory Commission, the Regulatory Commission of

10 Alaska, or the National Energy Board of Canada, as appropriate, when

11 the pipeline commences commercial operations;
12 (ii) by not more than 15 percent above the negotiated

13 rate for pipeline capacity on the date of commencement of commercial
14 operations where the holder of the capacity is not an affiliate of the
15 owner of the pipeline project; for the purposes of this sub-
16 subparagraph, "negotiated rate" means the rate in a transportation

17 service agreement that provides for a rate that varies from the otherwise
IS applicable cost-based rate, or recourse rale, set out in a gas pipeline's

19 tariff approved by the Federal Energy Regulatory Commission, the
20 Regulatory Commission of Alaska, or the National Energy Board of

21 Canada, as appropriate; or
22 (iii) for capacity acquired in an expansion after
23 commercial operations commence, to a level that is not more than 115
24 percent of the volume-weighted average of all rates collected by the

25 project owner for pipeline capacity on the date • 'mmercial operations

26 commence;
27 (C) will, if recovery of mainline cap ..city expansion costs,
28 including fuel costs, through rollcd-in rate trentmct1 v  :ld increase the rates
29 for capacity described in (B) of this paragraph, propose and support the partial
30 roll-in of mainline expansion costs, inc lud ing fuel costs, to the extent that rates

31 acquired before commercial operations commence do not exceed the levels

WORK DRAFT WORK DRAFT 25-GH1060W
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1 described in (B) of this paragraph;
2 (D) may, for the recovery of mainline capacity expansion costs,
3 including fuel costs, that, under rolled-in rate treatment, would result in rates
4 that exceed the level in (B) of this paragraph, propose and support the recovery

5 of those costs through any combination of incremental and rollcd-in rates;
6 (E) w ill not enter into a negotiated rale agreement that would

7 preclude the applicant from collecting from any shipper, including a shipper
8 with a negotiated rate agreement, the rollcd-in rates that arc required to be
9 proposed and supported by the applicant under (B) of this paragraph or the

10 partial rolled-in rates that arc required to be proposed and supported by the

11 applicant under (C) of this paragraph;
12 (8) state how the applicant proposes to deal with a North Slope gas

13 treatment plant, regardless of whether that plant is part of the applicant's proposal, and,
14 to the extent that the plant w il l be owned entirely or in part by the applicant, commit to
15 seek certificate authority from the Federal Energy Regulatory Commission if the
16 proposed project is engaged in interstate commerce, or from the Regulatory
17 Commission of Alaska if  the project is not engaged in interstate commerce; for a
18 North Slope gas treatment plant that w ill be owned entirely or in part by the applicant,

19 for rate-making purposes, commit to value previously used assets that are part of the
20 gas treatment plant at net book value; describe the gas treatment plant, including its
21 design, engineering, construction, ownership, and plan of operation; the identity of any
22 third party that w ill participate in the ownership or operation of the gas treatment
23 plant; and the means by which the applicant w il l work to m in im ize the effect of the

24 costs of the facility on the tariff;
25 (9) propose a percentage and total dollar amount for the state's
26 matching contribution under AS 43.90.110(a)(1)(A) and (B) to be specified in the

27 license;
28 (10) commit to propose and support rates for the proposed project and
29 for any North Slope gas treatment plant that the applicant may own, in whole or in
30 part, that arc based on tt capital structure for rate-making that consists of not less than

31 70 percent debt;

WORK DRAFT WORK DRAFT 25-GH1060W
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(11) describe the means for preventing and managing overruns in costs 
of (he proposed project, and the measures for m in im iz ing the effects on tariffs from 

any overruns;
(12) commit to provide a m in imum of five delivery points of natural 

gas in this state;
(13) commit to

(A) offer firm transportation service to delivery points in this 
state as part of the tariff regardless of whether any shippers bid successfully in 
a binding open season for firm transportation service to delivery points in this 
state, and commit to offer distance-sensitive rates to delivery points in this 

stale consistent with 18 C.F.R. 157.34(c)(8); and
(B) offer distance-sensitive rates to delivery points ir. the state 

consistent with 18 C.F.R. 157.34(c)(8);
(14) commit to establish a local headquarters in this state for the 

proposed project;
(15) to the extent permitted by law, commit to

(A) hire qualified residents from throughout the state for 

management, engineering, construction, operations, maintenance, and other 

positions on the proposed project;
(B) contract with businesses located in the state;
(C) establish hiring facilities or use existing hiring facilities in

the state; and
(D) use, as far as is practicable, the job  centers and associated 

services operated by the Department of Labor and Workforce Development 
and an Internet-based labor exchange system operated by the state;

(10) waive the right to appeal the rejection of the application as 
incomplete, the issuance of a license to another applicant, or the determination under 
AS 43.90.180(b) that no application merits the issuance of a license;

(17̂  commit to negotiate, before construction, a project labor 
agreement; in this paragraph, "project labor agreement" means a comprehensive 

collective bargaining agreement between the licensee or its agent and the appropriate

•9*
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labor representatives to ensure expedited construction with labor stability for the 
project by qualified residents of the state;

(18) commit that the state matching contribution received by a licensee 
may not be included in the applicant's rate base, and shall be used as a credit against 

licensee's cost of service;
(19) provide a detailed description of the applicant, all entities 

participating with the applicant in the application and the project proposed by the 
applicant, and persons the applicant intends to involve in the construction and 
operation of the proposed project; the description must include the nature of the 
affiliation for each person, the commitments by the person to the applicant, and other 

information relevant to the commissioners' evaluation of the readiness and ability of 
the applicant to complete the project presented in the application;

(20) demonstrate the readiness, financial resources, and technical 
ability to perform the activities specified in the application by describing the 
applicant's history of compliance with safety, health, and environmental requirements, 
the ability to follow a detailed work plan and timeline, and the ability to operate within 
an associated budget.

See. 43.90.140. In it ia l application review; add it iona l information requests; 
complete applications, (a) After the deadline established by the commissioners for 
filing an application has passed, the commissioners shall open and review each 
application to determine whether it is consistent with the terms of the request for 
applications and meets the requirements of AS 13.90.130. The commissioners shall 

reject as incomplete an application that does not meet the requirements of 
AS 43.90.130.

(b) To evaluate whether an application should be rejected under (a) of this 
section, the commissioners may request additional information relating to the 

application.
(c) If, within the time specified by the commissioners, the applicant fails to 

provide the additional information requested under (b) of this section, or submits 

additional information that is not responsive, the application shall be rejected.
(d) For an application not rejected under this section, the commissioners shall

CSIIIi 177(1'IN) •  1 0 *
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make a determination that the application, including any requested additional 

information, is complete.
(e) Except as provided under AS 43.90.150, and after determining which 

applications are complete, the commissioners shall make all applications available to 

the legislature.
Sec. 43.90.150. Proprietary information and trade secrets, (a) At the 

request of the applicant, information submitted under this chapter that the applicant 
identifies and demonstrates is proprietary or is a trade secret is confidential and not 
subject to public disclosure under AS 40.25. After a license is awarded, all 
information submitted by the licensee, retained under this chapter, and not determined 

by the commissioners to be a proprietary or trade secret, shall he made public. J
(b) If the commissioners determine that the information submitted by the 

applicant is not proprietary or is not a trade secret, the commissioners shall notify the 
applicant and return the information at the request of the applicant.

Sec. 43.90.160. Notice, review, and comment, (a) The commissioners shall 
publish notice and provide a 60-day period for public review and comment on all 

applications determined complete under AS 43.90.140. Except as provided under 
AS 43.90.150, all applications filed under this chapter shall be made public, including 
applications rejected as incomplete under AS 43.90.140.

(b) Applications received under this chapter arc not subject to public 
disclosure under AS 40.25 until the commissioners publish notice under this section. 
However, information that the commissioners have determined is proprietary or a 
trade secret under AS 43.90.150 may not be made public even alter the notice is 
published under (a) of this section, except as otherwise provided in AS 43.90.150. If 
information is proprietary or a trade secret and is held confidential under 
AS 43.90.150, the applicant shall provide a summary of th confidential information 
that > satisfactory to the commissioners, and the commissioners shall make the 
summary of the information available to the public.

(e) After the commissioners determine that an application is complete under 
AS 43.90.140. information provided by an applicant to the commissioners under this 
chapter, inc lud ing information determined by the commissioners to be confidential

- I I -
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1 under AS 43.90.150, shall be disclosed to the legislative auditor, the fiscal analyst who
2 serves as head of the legislative finance division, members of the legislature, and their
3 respective agents and contractors, on request and after the individual making the
4 request signs a confidentiality agreement prepared by the commissioners.
5 Sec. 43.90.170. App licat ion evaluation and ranking, (a) The commissioners
6 shall evaluate all applications determined to be complete under AS 43.90.HO,
7 consider public comments received under AS 43.90.160(a), and rank each application
S according to the net present value of the anticipated cash flow to the state from the
9 applicant's project proposal using the factors in (b) of this section and weighted by the

10 project's likelihood of success based on the commissioners' assessment o f the factors

11 listed in (c) of this section.
12 (b) When evaluating the net present value of anticipated cash flow to the state
13 from the applicant's project proposal, the commissioners shall use an undiscounted
14 value and, at a minimum, discount rates of two, five, and eight percent, and consider
15 (1) how quickly the applicant proposes to begin construclion of the
16 proposed project and how quickly the project w il l commence commercial operation;

17 (2) the net back value of the gas determined by the destination market

IS value of the gas and estimated transportation and treatment costs;
19 (3) the ability of the applicant to prevent or reduce project cost
20 overruns that would increase the tariff;
21 (4) the initial design capacity of the applicant's project and the extent
22 to which the design can accommodate low-cost expansion;

23 (5) the amount of the matching contribution by the state under
24 AS 43.90.110(a)(1)(A) and (13) proposed by the applicant under AS 43.90.130(9); and
25 (6) other factors found by the commissioners to be relevant to the
26 evaluation of the net present value of the anticipated cash flow to the state.
27 (c) When evaluating the project's likelihood of success, the commissioners

28 shall consider
29 (1) the reasonableness, specificity, and feasibility of the applicant's
30 work plan, timeline, and budget required to be submitted under AS 43.90.130,
31 includ ing the applicant's plan to manage cost overruns, insulate shippers from the

CSIIII I77(I-IN) - 1 2 -
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effect of cost overruns, and encourage shippers to participate in the first binding open 

season;
(2) the financial resources of the applicant;
(3) the ability of the applicant to comply with the proposed 

performance schedule;
(4) the applicant's organization, experience, accounting and operational 

controls, technical skills or the ability to obtain them, and necessary equipment or the 
ability to obtain the necessary equipment;

(5) the applicant's record of
(A) performance on projects not licensed under this chapter;

(B) integrity and good business ethics: and
(6) other evidence and factors found by the commissioners to be 

relevant to the evaluation of the project's likelihood of success.
Sec. 43.90.180. Notice to the legislature of intent to issue license; denial of 

license, (a) If, after consideration of public comments received under AS 43.90.160(a) 
and evaluation of complete applications under AS 43.90.170, the commissioners 

determine that an application proposes a project that w i l l sufficiently maximize the 
benefits to the people of this state and merits issuance of a license under this chapter, 
the commissioners shall

(1) issue a determination, with written findings addressing the basis for 

the determination; the determination becomes a final agency action on the effective 
dale of a bill approving the issuance of the license under AS 43.90.190;

(2) publish notice of intent to issue a license under this chapter with 
written findings addressing the basis for the determination; and

(3) forward the notice under (2) of this subsection, along with the 
findings, supporting documentation, and determination under (11 of this subsection, to 

the presiding officer of each house of the legislature for action as provided in 

AS 43.90.190.
(b) If, after evaluation of complete applications under A S 43.90.170, the 

commissioners determine that no application sufficiently maximizes the benefits to the 
people of this state and merits issuance of a license under this chapter, the

WORK DRAFT WORK DRAFT 25-GH1060W
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commissioners shall issue a written finding that addresses the basis for that 

determination.
(c) The commissioners' determination under (b) of this section is a final 

agency action.
Sec. 43.90.190. Legislative approval; issuance of license, (a) After the 

presiding officer of each house of the legislature receives a determination from the 
commissioners under AS 43.90.ISO, the rules committee of each house of the 
legislature shall introduce a bill in the committee's respective chamber that provides 
for the approval of the license proposed to be issued by the commissioners.

(b) If a bill approving the issuance of the license passes the legislature within 

60 days after the last date a presiding officer receives a determination by the 
commissioners under AS 43.90.180, the commissioners shall issue the license us soon 
as practicable after (lie effective date of the Act approving the issuance of the license.

(c) Notwithstanding a leg' ,.ativc rule that prohibits the carryover of a b ill after 

the end of a special session or alter the end of a regular session of a legislature, a bill 
introduced under (a) of this section that is not passed or not withdrawn, defeated, 

vetoed, or indefinitely postponed shall be carried over to any subsequent regular or 
special legislative session convened during the 60-day period described in (b) of this 
section in the same reading or status it was in at the time of adjournment. However, a 
hill introduced under (a) of this section may not be carried over to the first regular 

session of a legislature.
(d) If the legislature fails to approve (he issuance of the license, the 

commissioners
(1) may not issue the license that the legislature failed to approve; and
(2) may request new applications for a license under AS 43.90.120.

Sec. 43.90.200. Certification by regulatory author ity and project sanction.
(a) A licensee that is awarded a certificate or amended certificate of public 
convenience and necessity from a regulatory agency with jurisdiction over the project 
shall accept the certificate or amended certificate when the order granting the 
certificate is no longer subject to judicial review, or earlier at the licensee's discretion.

(h) If the licensee has credit support sufficient to finance construction of the

CSIIIi r7(l'IN) • 14*
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project through ownership of rights to produce and market gas resources, firm 
transportation commitments, or government financing, the lice..see shall sanction the 
project within one year after the effective date of the certificate or amended certificate 
of public convenience and necessity issued by the regulatory agency with jurisdiction 

over the project.
(c) If the licensee docs not have credit support sufficient to finance 

construction of the project through ownership of rights to produce and market gas 
resources, firm transportation commitments, or government financing, the licensee 

shall sanction the project before the later of
61) two years after the effective date of the certificate or amended 

certificate of public convenience and necessity issued by the regulatory agency with 
jurisdiction over the project; or

(2) five years after the close of the first binding open season of the

project.
(d) If the licensee fails to sanction the project as required under this section, 

the licensee shall, upon request by the state,
(1) seek approval from the Federal Energy Regulatory Commission or 

the Regulatory Commission of Alaska, as applicable, to abandon and transfer the 

certificate or amended certificate to the state or the state's designee; and
(2) assign to the slate or the state's designee all engineering designs, 

contracts, permits, and other data related to the project that arc acquired by the 
licensee during the term of the license before the date of the abandonment or transfer.

(e) The transfer and assignments undci (d) of this section as a result of failure 
to comply with (a) or (b) of this section arc at no cost to the state or the state's 
designee. A transfer under (c> of this section is at the licensee's net cost.

(0 In this section, "effective date of the certificate or amended certificate of 

public convenience and necessity" means the date the order granting the certificate is 
no longer subject to jud ic ia l review, or earlier at the discretion of the licensee.

Sec. 43.90.210. Amendment of or modif ication to the project p lan. Subject 
to the approval ot the commissioners, a licensee may amend or modTy its project plan 
if the amendments or modifications improve the net present value of the project to the

- 1 5 -
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state, are necessary because of an order or requirement by a regulatory agency with 
jurisdiction over the project, an order issued by the Alaska O il and Gas Conservation 
Commission, or the amendment or modification is necessary because of changed 
circumstances outside the licensee's control and not reasonably foreseeable before the 
license was issued. An amendment or modification approved under diis section must 
be consistent with the requirements of AS 43.90.130 and, except for an amendment or 
modification required because of an order or requirement of a regulatory agency with 
jurisdiction over the project or an order issued by the Alaska O il and Gas 
Conservation Commission, may not substantially diminish the net present value of the 

project to the state or the project's likelihood of success.
Sec. 43.90.220. Records, reports, conditions, and aud it requirements, (a) A 

licensee shall maintain complete and accurate records of all expenditures and 
commitments of state money received under this chapter, includ ing receipts and 
records showing the pavmenl or cost of purchased items and services, the names and 

addresses of the sellers and service providers, and the dates of service or delivery.
(b) Upon reasonable notice, the commissioners may audit the records, books, 

and files of the entity receiving the state money or making the expenditures and 
commitments of money received from the state under this chapter.

(c) The commissioners may do the following with respect to information 
relating to the project: conduct hearings or other investigative inquiries; compel the 

attendance of witnesses and production of documents; and require the licensee to 
furnish information in paper copy or electronic format.

(d) After a license has been issued and until commencement of commercial 
operations of a natural gas pipeline, the licensee shall allow the commissioners to

sent to the governing body or bodies and equity holders;
(3) enjoy the same access to information about the licensee as the 

governing body member and equity owners receive; and
(4) receive relevant reports or information from the licensee that the

(1) have a representative present at all meetings of the licensee's 
governing body or bodies and equity holders that relate to the project;

(2) receive all relevant notices when and as issued and information

Sint 177(FIN) • 1 6 -
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commissioners reasonably request.
(e) All proprietary information, privileged information, and trade secrets 

received by the commissioners or their representative under (d) of this section arc not 
subject to public disclosure under AS 40.25.

(0 A licensee shall maintain the records and reports required under this 
section for seven years from the date the licensee receives state money under this 

chapter.
Sec. 43.90.230. License violations; damages, (a) A licensee is in violation of 

the license if the commissioners determine that the licensee has

agency with jurisdiction over the project, substantially departed from the 
specifications set out in the application without state approval of a project plan 

amendment or modification under AS 43.90.210;

notice is issued to resolve the violation informally.
(c) The commissioners may suspend disbursement of state matching

disbursement on the date that the commissioners determine that the violation is cured.
(d) If the commissioners and the licensee are unable to resolve the violation 

within the period described in (h) of this section, the commissioners shall notify the

opportunity to be heard. If, alter notice and hearing, the commissioners determine that

(1) requested and received money from the state under this chapter for 

an expenditure that is not a qualified expenditure under AS 43.90.110;
(2) except as required to conform with a requirement of a regulatory

(3) violated any provision of this chapter or any other provision of 
state or federal law material to the license;

(4) I'a'led to accept a certificate as required under AS 43.90.200(a) or 

failed to sanction the project as required under AS 43.90.200(b); or

(5) otherwise violated a material term of the license.
(b) The commissioners shall provide written notice to the licensee identifying 

a license violation. The commissioners and the licensee have 90 days after the date the

contributions to the licensee beginning on the date that the notice o f violation issued 

under (b) of this section is sent to the licensee. The commissioners may resume

licensee that the violation has not been cured and provide the licensee with an

• 17-
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the violation has not been cured, the commissioners shall issue a written decision that 
is a final administrative action for purposes of appeal to the superior court in the state.

(c) If the determination issued under (d) of this section finds an unresolved 
violation, the commissioners may impose one or more of the following remedies:

(1) discontinuation of state matching contributions under this chapter;
(2) recoupment of state money that the licensee has received under this 

chapter to date, with interest, regardless of whether the licensee has expended or 

committed that money;
(3) license revocation;
(4) assignment to the slate or the state's designee of all engineering 

designs, contracts, permits, and other data related to the project that are acquired by 
the licensee during the term of the license; and

(5) any other remedies provided by law or in equity.
Sec. 43.90.240. Abandonment of project, (a) If the commissioners and the

licensee agree that the project is uneconomic, the project shall be abandoned, the 
inducement provided for in AS 43.90.110 terminated, and, except for requirements 

imposed on the licensee under (e) of this section and AS 43.90.220, the state and the 
licensee no longer have an obligation under this chapter with respect to the license.

(b) If the commissioners or the licensee find that the project is uneconomic 
and the other party disagrees, the disagreement shall be settled by arbitration 
administered by the American Arbitration Association under the substantive and 

procedural laws . this state, and judgment on the award rendered by the arbitrators 
may be entered in superior court in the state. In the event of arbitration, each party 
shall select an arbitrator from the American Arbitration Association's National Roster, 
and the two arbitrators shall appoint a third arbitrator from the American Arbitration 
Association's National Roster who shall serve as the chair of the three-member 
arbitration panel. II the arbitration panel determines that the project is

(1) uneconomic, the state and the licensee no longer have an obligation 
under this chapter with respect to the license, except for requirements imposed on the 
licensee under (e) of this section and AS 43.90.220; or

(2) not uneconomic, the obligations of the licensee and the state
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continue as provided under this chapter and the license.
(c) The arbitration panel in (b) of this section shall make a determination that 

the project is uneconomic only if the panel finds that the party cla im ing the project is 
uneconomic has proven by a preponderance of the evidence that the

(1) project does not have credit support sufficient to finance 

construction of the project through firm transportation commitments, government 

assistance, or other external sources of financing; and
(2) predicted costs of transportation at a 100 percent load factor, when 

deducted from predicted gas sales revenue using publicly available predictions of 
future gas prices, would result in a producer rate of return that is below the rate 
typically accepted by a prudent oil and gas exploration and production company for 
incremental upstream investment that is required to produce and deliver gas to the 

project.
(d) If  the state makes a payment to the licensee under AS 43.90/140, the 

license is considered abandoned, and the state and the licensee no longer have any 
obligations under this chapter with respect to the license, except that the licensee must 

comply with the
(1) requirements imposed on the licensee under AS 43.90.220 

regarding state money received by the iiccnsec before the license was considered 

abandoned; and
(2) requirements of AS 43.90.440.

(e) If  the commissioners and the licensee agree that the project is uneconomic 

or an arbitration panel makes a final determination that the project is uneconomic, the 
licensee shall, upon the state's request, transfer to the state or the s tite's designee all 
engineering designs, contracts, permits, and other data related to the project that are 
acquired by the licensee during the term of the license upon reimbursement by the 
state of the net amount of expenditures incurred and paid by the licensee that are 
qualified expenditures for the purposes of AS 43.90.110.

Sec. 43.90.250. Alaska (lasline Inducement Act coordinator, (a) There is 
created in the Office of the Governor the position of Alaska Gasline Inducement Act 
coordinator. Administrative support for the position shall be provided by the Office of

WORK DRAFT WORK DRAFT 25-GH1060W
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(he Governor. The position shall continue until one year after commencement of 

commercial operations of the project.
(b) The governor shall appoint a person to the position of Alaska Gasline 

Inducement Act coordinator. The individual serving as the Alaska Gasline Inducement 
Act coordinator may be removed from the position at the discretion of the governor.

See. 43.90.260. Expedited review and action by state agencies, (a) A review 

conducted and action taken by a state agency relating to the project shall be expedited 
in a manner consistent with the completion ol the necessary approvals in accordance 

with this chapter.
(b) Notwithstanding any contrary provision of law, a state agency may not 

include in any project certificate, right-of-way, permit, or other authorization issued to 
the licensee a term or condition that is not required by law if the coordinator

determines that the term or condition would prevent or impair in any significant
respect the expeditious construction and operation or expansion of the project.

(c) Unless required by law, a state agency may not add to, amend, or abrogate 
any certificate, right-of-way, permit, or other authorization issued to a licensee if the
coordinator determines that the action would prevent or impair in any significant
respect the -xpeditious construction, operation, or expansion of the project.

any contrary provision of law, a lessee or other person that demonstrates to the 
satisfaction of the commissioners that the person has committed to acquire firm 
transportation capacity in the first binding open season of the project is qualified to 
receive the resource inducement set out in AS 43.90.310 and 43.90.320 for gas 
produced on the North Slope and shipped in firm transportation capacity acquired in 
the first binding open season of the project. The inducement in AS 43.90.310 is 

contractual.
(b) A gas producer receiving a voucher under AS 43.90.330 is qualified to 

receive the resource inducement in AS 43.90.310 and 43.90.320 for the gas shipped in j 
the firm transportation capacity described in the voucher for the period described in

Article 3. Resource Inducement.
Sec. 43.90.300. Qualif ication for resource inducement, (a) Notwithstanding

AS 43.90.330.

I77(FIN) • 2 0 -

Npw Tost tlndorlinocl (DBLRTKD 'VBXT BRACKETED]



1 ]

12

13
14
15
16

17
IS

19
20

2 1

22

23
24

25
26
27
28
29

30

31

WORK DRAFT WORK DRAFT 25-GH1060W

Sec. 43.90.310. Roya lly inducement, (a) Before the start of the first binding 
open season to be conducted by the licensee, the commissioner of natural resources 
shall adopt regulations that establish a method to determine the monthly value of the 
state's royalty share of gas production and establish terms under which the state will 

exercise its right to switch between taking its royalty in value or in kind for gas 
committed for firm transportation in the firsi binding open season of the project or 
shipped in the firm transportation capacity described in a voucher received by the gas 
producer under AS 43.90.330. The regulations must

(1) m in im ize retroactive adjustments to the monthly value i f  the state's 

royalty share of gas production;
(2) provide a method for establishing a fair market value for each 

component of the state's "nyalty gas that is based on pricing data from icliable and 

widely available industry trade publications and that uses appropriate adjustments to 

reflect
(A) deductions for actual and reasonable transportation costs 

for the state's royally gas, including a reasonable share of the costs associated 

with unused capacity commitments on gas pipcli ’es from the North Slope to 
the first destination market with reasonable market liquidity;

(B) location differentials between the destination markets 
where North Slope gas could he sold;

(C) reasonable and actual costs for gas processing; in this 
subparagraph, "gas processing" means post-production treatment of gas to 

extract natural gas liquids; and
(D) deductions permitted under the J9S0 Royalty Settlement 

Agreement for Brudhoc Bay gas; and
(3) establish terms under which the state w il l exercise its authority to 

switch between taking its royalty gas in value and in kind to ensure that the state's 
actions do not unreasonably

(A) cause the lessee or other person to bear disproportionate 
transportation costs with respect to the state's royally gas;

(13) interfere with the lessee's or other person's long-term

- 2 1 -
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marketing of its production.
(b) If a lessee or oilier person qualified for resource inducement under 

AS 43.90.300 agrees under (c) of this section, the iesscc or other person is entitled to 

elect
(1) to calculate its gas royalty obligation under the regulations adopted 

under (a) of this section for natural gas transpo'ted on firm contract executed during 

the project's first binding open season or under the methodology set out in the existing 
leases from which the gas is produced, and

( V) upon the request of t’.ie lessee, the commissioner of natural 
resources shall contractually amend the existing lease to effect the election 
under this paragraph and incorporate as fixed contract terms the relevant 

regulatory provisions; and
(B) the election under this paragraph remains in effect until 

new regulations are adopted as a result of a review under (d) of this section, at 
which time, a lessee or other person qualified under AS 43.90.300 may change 
its election under this paragraph; upon the request of the lessee, the 
commissioner of natural resources shall contractually amend the lease to 
incorporate as fixed contract terms the relevant revised regulatory provisions;

(2) to enter into a contract with the slate that amends the existing lease 

terms by providing a mechanism that ensures that, when the stale exercises its right to 
switch between taking its royalty in value or in kind for gas committed for firm 
transportation in the first binding open season of the project, the lessee or other person 
docs not *ar disproportionate transportation costs with respect to the state's royally 

gas; and by modifying the required period of notice that the state must provide before 
exercising the state's right to switch between taking its royalty in value m in kind for 
gas committed for firm transportation in the first b ind ing open season of the project.

(c) To  cla im the inducement under (b) of this section, a lessee or other person 
qualified under AS 43.90.300 shall agree, on an application form provided by the 
Department of Natural Resources, that the lessee or other person, and the lessee's or 
other person's affiliates, successors, assigns, and agents w ill not protest or appeal a 
filing by the licensee to roll in expansion costs of the mainline up to a level that is

WORK DRAFT WORK DRAFT 25-GH1060W
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required in AS 43.90.130(7). The agreement not to protest may not preclude the lessee 
Oj other person, or the lessee's or other person's affiliates, successors, assigns, and 
agents from protesting a filing to roll in mainline expansion costs that licensee is r.ot 

required to propose and support under AS 43.90.130(7).
(d) The commissioner of natural resources shall provide for review of the 

regulations adopted under (a) of this section at least every two years after the 
commencement of commercial operations to determine whether the regulations 
continue to meet the requirements of (a) of this section under current conditions, and 
shall amend the regulations when the requirements are not being met.

(e) No provision of this chapter precludes the election set out in (b) of this 
section, rior may the commissioner of natural resources assort any provision of any 
existing lease or unit agreement as precluding the elections set out in (b) of this 

section.
Sec. 43.90.320. Gas production tax exemption, (a) If a person qualified for 

resource inducement under AS 43.90.300 agrees under (c) of this section, the person is 
entitled to an annual exemption from the state's gas production tax in an an ount equal 

to the difference between the amount of the person's gas production tax obligation 

calculated under the gas production tax in effect during that tax year and the amount of 
the person's gas production tax obligation calculated under the gas production tax in 
effect ;it the start of the first binding open season held under this chapter. If the 
difference is less than zero, the gas ptoduclion tax exemption is zero.

(b) The exemption under this section may b- applied within 10 years 
immediately following commencement of commercial operations and only applied to 
production taxes that arc levied on North Slope gas shipped through firm 

transportation capacity the person acquired during the first binding open season or 
shipped in the firm transportation capacity described in a voucher received by the gas 
producer u ivW  AS 43.90.330.

(c) The person claim ing the exemption under this section shall agree that the 

person, and the person's affiliates, successors, assigns, and agents, w il l not protest or 
appeal a filing by the licensee to toll in mainline expansion costs up to the level that 
the licensee is required to propose and support under AS 43.90.130(7). The agreement
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required under this subsection may not preclude the person, or (lie person's affiliates, 
successors, assigns, and agents, from protesting a filing to roll in mainline expansion 
costs that the licensee is not required to propose and support under AS 43.90.130(7).

(d) In this section, "gas production tax" means the tax levied on the production 

of gas under AS 43.55.
Sec. 43.90.330. Inducement vouchers, (a) A person that acquires firm 

transportation capacity in the first binding open season of the project, that does not 
hold an oil and gas lease on the North Slope, and that is not an affiliate of a person that 
holds an oil and gas lease on the North Slope, may apply to the commissioners for a 
voucher under this section. A voucher issued by the commissioners must describe the 
firm transportation capacity in the project to which the voucher is applicable

(b) A voucher issued by the commissioners under this section entitles the 
holder of the voucher to the resource inducements in AS 43.90.310 and 43.90.320 for 
gas shipped in the firm transportation capacity acquired by the person applying for the 
voucher during the first binding open season of the project and described in the 
voucher. The voucher may be transferred to a gas producer that has a binding 

obligation to sell gas to the person transfer!ing the voucher under a gas purchase 
igrccment.

(c) A gas producer holding a voucher may claim the resource inducements for 
gas shipped through the firm transportation capacity described in the voucher and only 
on gas that is produced and delivered to the purchaser on the Nortli Slope. A gas 
producer may claim the resource inducements under this subsection until the earlier of 

the termination of the binding gas purchase agreement or the expiration of the 
inducements by operation of law.

(d) A person that receives a voucher under this section and a gas producer that 
receives resource inducements under a voucher shall agree that the person and the gas 
producer and their respective affiliates, successors, assigns, or agents w il l not protest 
or appeal a tiling by the licensee to roll-in mainline expansion costs up to the level that 
the licensee is required to propose and support under AS 43.90.130(7). The agreement 
required under this subsection may not preclude the person or gas producer or their 
respective affiliates, successors, assigns, or agents from protesting a filing to roll-in
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mainline expansion costs that the licensee is not required to propose and support under 

AS 43.90.130(7).
Art ic le 4. Miscellaneous Provisions.

Sec. 43.90.400. Alaska Gasline Inducement Act match ing contribution 
fund; disbursements; audits, (a) There is established in the general fund an Alaska 
Gasline Inducement Act matching contribution fund. The fund consists of money 
appropriated to it by the legislature for disbursement to pay the state's matching 
contributions under AS 43.90.110. Money appropriated to the fund may be spent for 

the purposes of the fund without further appropriation. Appropriations to the fund do 
not lapse under AS 37.25.010, but remain in the fund for future disbursements. 

Nothing in this subsection creates a dedicated fund.
(b) The Department of Revenue shall manage the fund, and may invest money 

in the fund so as to yield competitive market rates as provided in AS 37.10.071. 
Income earned on the fund shall be accounted for separately and may be appropriated 
annually to the fund.

(c) The commissioners shall adopt regulations that provide for application to 

receive matching contributions for qualified expenditures as provided under 
AS 43.90.110, and that provide for periodic audits of the use of money disbursed as 
matching contributions under this chapter.

(d) Within 10 days after the convening of each regular session of the 
legislature, the commissioners shall submit to the legislature a report th .1 lists all the 
disbursements from the fund during the preceding fiscal year with a written 

justification for each disbursement and the projected amount of money that w ill be 
required for contributions in each of the next three fiscal years.

See. 43.90.410. Regulations, 'flic commissioners may jo int ly adopt or amend 
regulations for the purpose of implementing the provisions of this chapter. The 
commissioner of revenue and the commissioner of natural resources may adopt or 
amend regulations adopted under authority outside of this chapter as necessary to 

implement the provisions of this chapter.
Sec. 43.90.420. Statute of limitations. A person may not bring a judicial 

action challenging the constitutionality of this chapter or the constitutionality of a

*2 5 *
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license issued under this chapter unless the action is commenced in a court of the state 
of competent jurisdiction within 90 days after the date that a license is issued.

Sec. 43.90.430. Interest. When a payment due to the state under this chapter 
becomes delinquent, the payment bears interest at the rate applicable to a delinquent 

tax under AS 43.05.225.
Sec. 43.90.440. Licensed project assurances, (a) Except as otherwise 

provided in this chapter, the state grants a licensee assurances that the licensee has 
exclusive enjoyment of the inducements provided under this chapter before the 
commencement of commercial operation. If, before the commencement of commercial 

operations, the state extends to another person preferential royally or tax treatment or 
grant of slate money for the purpose of facilitating the construction of a competing 
natural gas pipeline project in this state, and if the licensee is in compliance with the 
requirements of the license and with the requirements of slate and federal statutes and 
regulations relevant to the project, the licensee is entitled to payment from the state of 
an amount equal to three limes the total amount of the expenditures incurred and paid 
by the licensee that are qualified expenditures for the purposes of AS 43.90.110 that 
the licensee incurred in developing the licensee’s project before the dale that the state 
firsf extended preferential treatment to another person. The payment under this 
subsection is subject to appropriation. Upon payment by the slate of the amount owed 
under this section, the licensee shall, at no additional cost to the state, assign to the 
stale or t'e state's designee all engineering designs, contracts, permits, and other data 

related to the project that were acquired by the licensee during the term of the license. 
The payment under this subsection is in full satisfaction of all claims the licensee may 
bring in contract, tort, or other law related to the events that gave rise to the payment.

(b) The review, processing, or facilitation of a permit, right-of-way, or 
authorization by a slate agency in connection with a competing natural gas pipeline 
project docs not create an obligation on the part of the state under this section.

(c) In this section,

to accommodate '' J  , ' " more than 500,000,000 cubic feet a day of North Slope 

gas to market;

(I) "competing natural gas pipeline project" means a project designed

S tilt 1770-IN) - 2 6 -

Nnw Text Underlined [DELETED TEXT DRACKETED]

03626976



(2) "preferential royalty or tax treatment" docs not include
(A) the state's exercise of its right to resolve disputes involving 

royalties and taxes; or
(B) the state's exercise of its right to modify royalties as 

authorized by law in effect on the effective date of this section.
Sec. 43.90.450. Assignments, (a) A licensee may transfer ah or part of the 

license, inc lud ing the rights and obligations arising under the license, if, after 
publishing notice of the proposed transfer, providing notice to the presiding officer of 
each house of the legislature, and providing a period of not less than 30 days for public 

review and comment,
(1) the transfer is approved in writing in advance by the 

commissioners; and
(2) the transfer docs not increase or diminish the obligations created by 

the license or diminish the likelihood of success of the project or the net present value 

of the license to the state.
(b) Notwithstanding the commissioners' approval of a transfer of all or part of 

a license under (a) of this section, the transferor of the license remains subject to the 
requirements of AS 43.90.220 regarding all state money received by the licensee 
before the effective date of the transfer.

(c) A person may transfer that person's rights to the royalty inducement under 

AS 43.90.310 and the gas production tax exemption under AS 43.90.320 only in 
connection with a sale or merger that results in transfer of all the person's assets in the 
North Slope along with the person's firm transportation capacity contracts in the 
project.

(d) Except for the transfer of a voucher to a producer under AS 43.90.330(b). 
a person receiving a voucher under AS 43.90.330 based on the person's acquisition of 

firm transportation capacity in the first binding open season of the project may transfer 
the voucher only if the transfer is in connection with the permanent assignment by the 
person of 100 percent of the firm transportation capacity acquired in the first binding 

open season of the project.
See. 43.90.460. Conflict ing laws. Nothing in this chapter shall be construed to

WORK DRAFT WORK DRAFT 25-C-H106GW
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repeal or abrogate the administrative, regulatory, or statutory procedures and functions 
of state and federal la v  governing the development and oversight of a project.

Sec. 43.90.470. State pipeline employment development. The commissioner 

of labor and workforce development shall develop a job training program that w ill 
provide training for Alaskans in gas pipeline project management, construction, 
operations, maintenance, and other gas pipeline-related positions.

Artic le 5. General Provisions.
Sec. 43.90.900. Definitions. In this chapter, unless the context otherwise 

requires,
(1) "affiliate" means another person that controls, is controlled by, or is 

under common control with a person, and includes a div ision that operates as a 
functional unit;

(2) "Alaska Gasline Inducement Act coordinator" or "coordinator" 
means the person appointed under AS 43.90.25tJ;

(3) "amended certificate" means a certificate of public convenience 

and necessity issued by the Federal Energy Regulatory, Commission under authority 
of 15 IJ.S.C. 719 ct seq. (Alaska Natural Gas Transportation Act of 1976) that is 
amended to comply with the terms of the license;

(4) "applicant" means a person or group of persons th. t files an 

application fora license;
(5) "commencement of commercial operations" means the first flow of 

gas in the project that generates reventu to the owners;
(6) "commissioners" means the commissioner of revenue and the 

commissioner of natural resources, acting jointly;
(7) "control" means the possession of owners!..p interest or authority 

sufficient to, directly oi indirectly, and whether acting alone or in conjunction with 

others, direct or cause the direction of the management or policies of a company, and 
is rebuttably presumed it the voting interest held is 10 percent or more;

(8) "equity holder" means the
(A) stockholders of a corporation;
(U) members of a limited lia lv l i ly  company;

CSIIII I77(I-IN) - 2 8 -
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or
(F) holders of any other entity or person;

(9) "gas treatment plant" means a facility downstream of the point o

(C) partners of a partnership;
(D) joint venturers of a jc  hit ventuie;
(E) members of a governmental authority and similar person;

WORK DRAFT 25-GH1060\

production that conditions gas and removes nonhydrocarbon substances from the gas 
for the purpose of rendering the gas acceptable for lender and acceptance into a gas 

pipeline system.

limited liability company's managing members, a partnership's general partners, a joint 
venturer's joint venturers, a governmental authority's board or council members, and 

similar entities;
(1 i) "lease" means an oil and gas, or gas, lease issued by this state;
(12) "lessee" means a person that holds a working interest in an oil and 

gas, or gas, lease issued by this state;
(13) "license" means a license issued under this chapter;
(14) "licensee" means the holder of a license issued under this chapter 

and all affiliates, successors, assigns, and agents of the holder;
(15) "net present value" means the discounted value of a future stream

of cash flow;
(16) "North Slope" means mat part of the state that lies north of 68 

degrees North latitude;
(17) "open season" means the process that complies with IS C.F.R. 

Fart 157, Subpart I) (Open Seasons for Alaska Natural Gas Transportation Projects);
(18) "point of production" has the meaning given in AS 43.55.900;
(19) "project" means a natural gas pipeline project authorized under a 

license issued under this chapter;
(20) "proprietary," when used to describe information, means that the 

information is treated by an applicant as confidential and the public disclosure of that 
information would adversely affect the competitive position of the applicant or

(10) "governing body" means a corporation's board of directors, a

.2 9 -
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1 materially diminish the commercial value of the information to the applicant;
2 (21) "recourse rates" means cost-based rates with a m in imum and

3 maximum range that arc approved by the Federal Energy Regulatory Commission, the
4 Regulatory Commission of Alaska, or the National Energy Board of Canada, as
5 appropriate, and set out in the pipeline's tariff; "recourse rates" includes only those
6 rates that the pipeline must make available to all shippers;
7 (22) "sanction" means to make financial commitments to go forward

8 with the project as evidenced by entering into financial commitments of at least

9 $1,000,000,000 with third parlies;
10 (23) "trade secret" has the meaning given in AS 45.50.940;
11 (24) "under common control with" has the meaning given "control" in

12 this section;
13 (25) "unit agreement" means an agreement executed by the working

14 interest owners and royalty owners creating the unit.
15 Sec. 43.90.990. Short title. This chapter may be cited as the Alaska Gasline

16 Inducement Act.
17 * Sec. 2. AS 36.30.850(b) is amended by adding a new paragraph to read:
18 (45) contracts for an arbitration panel to determine whether a project is

19 uneconomic under AS 43.90.240, and contracts for the development of application
20 provisions for licensure and for the evaluation of those applications under AS 43.90.

21 * Sec. 3. AS 38.05.020(b) is amended to read:

22 (b) The commissioner may
23 (1) establish reasonable procedures and adopt reasonable regulations
24 necessary to carry out this chapter and, whenever necessary, issue directives or orders
25 to the director to carry out specific functions and duties; regulations adopted by the
26 commissioner shall be adopted under AS 44.62 (Administrative Procedure Act);

27 orders by the commissioner classifying land, issued after January 3, 1959, are not
2S required to be adopted under AS 44.62 ( Administrative Procedure Act);
29 (2) enter into agreements considered necessary to carry out the
30 purposes of this chapter, including agreements with federal and state agencies;
31 (3) review any order or action of the director;

WORK DRAFT WORK DRAFT 25-GH1060W
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(4) exercise Hie powers and do the acts necessary to caiTy out the 

provisions and objectives of this chapter;
(5) notwithstanding the provisions of any other section of this chapter, 

grant an extension of the time within which payments due on any exploration license, 
lease, or sale of state land, minerals, or materials may be made, including payment of 
rental and royalties, on a finding that compliance with the requirements is or was 

prevented by reason of war, riots, or acts of God;
(6) classify tracts for agricultural uses;
(7) after consulting with the Board of Agriculture and Conservation 

(AS 03.09.010), waive, postpone, or otherwise modify the development requirements 
of a contract for the sale of agricultural land if

(A) the land is inaccessible by road; or

(B) transportation, marketing, and development costs render 
the required development uneconomic;

(8) rcconvcy or relinquish land or an interest in land to the federal
government if

(A) the land is described in an amended application for an 

allotment under 43 U.S.C. 1617; and
(B) the reconveyance or relinquishment is

(i) for the purposes provided in 43 U.S.C. 1617; and

(ii) in the best interests of the state;
(9) lead and coordinate all matters relating to the state's review and 

authorization of resource development projects:
(10) exercK 1 the powers and do C ie acts necessary to carry out the 

provisions and objectives of AS 43.90 that relate to this chapter.

* See. 4. AS 39.25.110 is amended by adding a new paragraph to read:
(41) the Alaska Gasline Inducement Act coordinator appointed under

AS 43.90.250.
* Sec. 5. AS 40.25.120(a) is amended to read:

(a) Every person has a right to inspect a public record in the state, including 
public records in recorders' offices, except

WORK DRAFT WORK DRAFT 25-GH1060W
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(1) records of vital statistics and adoption proceedings, which shall be 

treated in the manner required by AS 18.50;
(2) records pertaining to juveniles unless disclosure is authorized by

law;
(3) medical and related public health records;
(4) records required to be kept confidential by a federal law or 

regulation or by state law;
(5) to the extent the records are required to be kept confidential under 

20 U .S .C . 1232g and the regulations adopted under 20 U.S.C. 1232g in order to secure 

or retain federal assistance;
(6) records or information compiled for law enforcement puiposes, but 

only to the extent that the production of the law enforcement records or information
(A) could reasonably be expected to interfere with enforcement

proceedings;
(B) would deprive a person of a right to a fair trial or an 

impartial adjudication;
(C) could reasonably be expected to constitute an unwarranted 

invasion of the personal privacy of a suspect, defendant, victim, or witness;

(D) could reasonably be expected to disclose the identity of a 

confidential source;
(E) would disclose confidential techniques and procedures for 

law enforcement investigations or prosecutions;
(F) would disclose guidelines for law enforcement 

investigations or prosecutions if the disclosure could reasonably be expected to 

risk circumvention of the law; or
(G) could reasonably be expected to endanger the life or 

physical safety of an individual;
(7) names, addresses, and other information identifying a person as a 

participant in the Alaska Higher Education Savings Trust tinder \S 14.40.802 or the 
advance college tuition savings program under AS 14.40.803 • 14.40.817;

(8) public records containing information that would disclose or might

WORK DRAFT WORK DRAFT 25-GH1060W
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1 lead to the disclosure of a component in the process used to execute or adopt an
2 electronic signature if  the disclosure would or might cause the electronic signature to
3 cease being under the sole control of the person using it;
4 (9) reports submitted under AS 05.25.030 concerning certain

5 collisions, accidents, or other casualties involv ing boats;
6 (10) records or information pertaining to a plan, program, or

7 I procedures for establishing, maintaining, or restoring security in the state, or to a
8 detailed description or evaluation of systems, facilities, or infrastructure in the state,
9 but only to the extent that the production of the records or information

10 (A) could reasonably be expected to interfere with the
11 implementation or enforcement of the security plan, program, or procedures;
12 (B) would disclose confidential guidelines for investigations or

13 enforcement and the disclosure could reasonably be expected to risk
14 circumvention of the law; or
15 (C) could reasonably be expected to endanger the life or
16 physical safety of an individual or to present a real and substantial risk to the

17 public health and welfare;
18 (11) the written notification regarding a proposed regulation provided

19 under AS 24.20.105 to the Department of Law and the affected state agency and
20 communications between the Legislative Affairs Agency, the Department of Law, and
21 the affected state agency under AS 24.20.105j.
22 (12) reeords that are
23 (A) proprietary, priv ileged, or a trade secret in accordance
24 with AS 43.90.150 or 43.90.220(e):

25 (B) applications Unit are received under AS 43.90 until
26 notice is published under AS 43.90.160.
27 * Sec. 6. The uncodified law of the State of Alaska is amended by adding a new section to
28 read:

29 F IRST REQUEST FOR APPLICAT IONS FOR T H E  L ICENSE . It is the intent of the
30 legislature that the first request for applications for the license by the commissioners under

31 AS 43.90.120, as enacted in sec. 1 of this Act, be issued within 90 days after the effective date

I WORK DRAFT WORK DRAFT 25GII1060W
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of this Act.
* Sec. 7. The uncodified law of the State of Alaska is amended by adding a new section t 

read:

W O R K  D R A F T

EXPED ITED  CONS ID ERAT ION  OF COURT  CASES. It is the intent of th

W O R K  D R A F T 2 5 -G H 1 0 6 0 V

5 legislature that the courts of the stale, when considering a case related to the development and
6 construction of a natural gas pipeline under this Act or to the commitment of a shipper to
7 acquire firm transportation capacity during the first binding open season for a project
8 developed under this Act, expedite the resolution of the case by g iv ing the case priority over

* Sec. 8. The uncodified law of the State of Alaska is amended by adding a new section to 

read:
SEVERAB IL ITY . Under AS 01.10.030, if  any provision of this Act, or the application 

of it to any person or circumstance, is held invalid, the remainder of this Act and the 

application to other persons or circumstances are not affected.
* Sec. 9. This Act takes effect immediately under AS 01.10.070(c).

CS II I i 177(FIN) -34-
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Page 1, line 3:
Delete "matching contribution" 
Insert "reimbursement"

Page 2, line 17, following "contributions":
Insert "in the form of reimbursements"

Page 2, line 24:
Delete "match"
Insert "reimburse"

Page 2, line 25:
Delete "matching contribution"
Insert "reimbursements"

Page 2, line 29:
Delete "match"
Insert "reimburse"

Page 2, line 30:
Delete "matching contribution"
Insert "reimbursements"



25-GII I060W.2

1 Page 8, line 26:
2 Delete "matching contribution"
3 Insert "reimbursement"

4
5 Page 10, line 3:
6 Delete "matching contribution"
7 Insert "reimbursement"
8

9 Page 12, line 23:
10 Delete "matching contribution"

11 Insert "reimbursement"

1 2

13 Page 17, lines 24 - 25:
14 Delete "matching contributions"
15 Insert "reimbursements"

16
17 Page 18, line 5:
18 Delete "matching contributions"

19 Insert "reimbursements"
20

21 Page 25, line 4:
22 Insert "match ing contribution"

23 Insert "reimbursement"

24
25 Page 25, line 6:
26 Delete "matching contribution"
27 Insert "reimbursement"
28
29 Page 25, lines 7-8:
30 Delete "matching contributions"

31 Insert "reimbursements"

-2-



2 Page 25, line 17:
3 Delete "matching contributions"

4 Insert "reimbursements"

5
6 Page 25, line 19:
7 Delete "matching contributions"
8 Insert "reimbursements"

9
10 Page 25, line 24:
11 Delete "contributions"
12 Insert "reimbursements"

1
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OFFERED  IN  TH E  HOUSE
TO: CSI-IB 177(FIN), Draft Version "V"

1 Page 15, line 25:
2 Delete "is at the licensee's net cost"
3 Insert "shall be subject to the state's payment to the licensee of the net amount of

4 expenditures incurred and paid by the licensee that are qualif ied expenditures for the purposes

5 of AS 43.90.110"
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A M  E N D M E N T

OFFERED IN  T H E  HOUSE
TO: C S I iB  177(FIN), Draft Version "V"

Page 14, line 29:

Delete "when"
Insert "on or before the date"

Page 14, line 30:
Delete ", or earlier at the licensee's discretion"

Page 15, line 27:
Following "means the":

Insert "earlier of the"
Following "certificate":

Insert "or amended certificate"

Page 15, line 28:
Delete "earlier at the discretion of the licensee"
Insert "the date the licensee accepts the certificate or amended certificate"
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MAY-10-2007 THU 08:20 All LEGAL SERVICES

MAY-10-2007 THU 06:53 AM

FAX NO. 907 465 2029
FAX NO.

P. 03
P. 10

y

HOUSE FINANCE COMMITTEE AMENDMENT NO. 
To OS for House Dill No. 177(FIN)

AS 43.90.210

16, Line 2- D eL ^  “an Aider issued by” and insert “or”
U T

8- Delete “on order issued by”

oJkk



MAY-10-2007 THU 08:20 AM LEGAL SERVICES FAX NO. 907 465 2029 P. 02

MAY-10-2007 THU 06153 AH FAX NO. P* U

HOUSE FINANCE COMMITTEE AMENDMENT NO. 
To CS for Hous* Dfll No. I77(FIN)

AS 43.90210

Page 16, line 27- Subsection (d)(2)

Delete “when and as issued” . n t
? o 4 ^ / 0  i / • * «  s i n ,  '
Insert 'Vhen and as" hetwwtfttgawBW  l(iafomgto>uTtniMIĝ r



HOUSE FINANCE COMMITTEE AMENDMENT NO.
To CS for House B ill No. 177(FIN)

AS 43.90.300(b)

Page 20, line 20

Delete “inducement” and insert “inducements”
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OFFERED IN  T H E  HOUSE
TO: CSHB  177(FIN), Draft Version "V"

Page 3, lines 4-5:
Delete "or amended certificate"

Page 5, lines 9-10:
Delete "or amended certificate"

Page 5, lines 22 - 23:
Delete "or amended certificate"

Page 5, line 28:
Delete "or amended certificate"

Page 6, line 5:
Delete "or amended certificate"

Page 14, line 27:
Delete "or amended certificate"

Page 14, line 29:
Delete "or amended certificate"

Page 15, line 3:
Delete "or amended certificate"

L -1-



2 Page 15, lines 10 - 11:
3 Delete "or amended certificate"

4
5 Page 15, line 19:
6 Delete "or amended certificate"

7
8 Page 15, line 26:
9 Delete "or amended certificate"

1 0

11 Page 28, lines 15 - 18:
12 Delete all material.

13
14 Renumber the following paragraphs accordingly.

15
16 Page 28, fo llow ing line 20:
17 Insert a new paragraph to read:
18 "(4) "certificate of public convenience and necessity" and "certificate"

19 means a certificate of public convenience and necessity issued by the Federal Energy
an a m w M M r x o

20 Regulatory Commission or the Regulatory Commission of Alaska orfta certificate of

21 public convenience and necessity issued by the Federal Energy Regulatory
22 Commiss ion under 15 IJ.S.C. 719 et scq. (Alaska Natural Gas Transportation Act of
2 3  1 9 7 6 )  i t n r t~ h - i i m e t r d e d 4 Q -c i m i p l v  w i l l u h e - t o r t i i s- u f  th e  l i x u m c . "

24
25 Renumber the following paragraphs accordingly.
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TO: CSHB 177(FIN), Draft Version "V"
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1 Page 29, line 25, following "Projects)":
2 Insert "or similar process for soliciting commitments for pipeline capacity under the
3 regulations, po l ic ie s , rules, or precedent of the Regulatory Commission of Alaska"
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A M E N D  M  E  N T

O FFERED  IN  TH E  HOUSE BY  REPRESENTAT IV E  CHENAULT

TO: CS I IB  177(FJN), Draft Version "V"

Page 11, line 29:
Delete "an application is"
Insert "all applications that have not been rejected are"

Page 11, line 30:
Delete "an applicant"
Insert "the applicants"

Page 16, line 9:
Delete "net present"

Page IS, line 19:
Delete "find"
Insert "determine"

Page 26, line 9:
Delete "operation"
Insert "operations"
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AS 43.90.210

Page 16, Line 9

Delete “ net present”

HOUSE FINANCE COM M ITTEE AM ENDM ENT NO.
To CS for House Bill No. 177(FIN)



HOUSE FINANCE COM M ITTEE AM ENDM ENT NO.
To CS for House Bill No. 177(FIN)

A S  43.90.240(b)

Page 18, L in e  19-20 £ ^- 0

Rev ise  first sentence to read:

" If  the comm iss ioners [or] and the licensee do not agree H ind] that the project is 
uneconom ic  [and the other party disagrees]. O'e ..."



6 \ i p l o r

H O U S E  F IN A N C E  C O M M IT T E E  A M E N D M E N T  N O . _______
T o  CS  for House B i l l  N o . 177(FIN) *

AS  43.90.440(a)

Page 26, L in e  9

Insert “s” at end o f  “operation”



HAY-10-2007 THU 08:21 AM LEGAL SERVICES

MAY-10-2007 THU 06:52 AH

FAX HO. 907 465 2029
FAX NO.

P. 08
P. 03

1 0 hr (Xhfr iA

HOUSE FINANCE COMMITTEE AMENDMENT NO. 
To CS for House Bfll No. 177(F1N)

A8 43.90.110(a)(1)

Page 2, l in e  18

Delete “five" and Insert “seven" to read:

“paid to foe licensee during foe seven-year pefiod immediately following...

M - a —
(  V /* -

5



l o l o T

HOUSE F IN A N C E  C O M M IT T E E  A M EN D M EN T  NO. 
To CS for House B il l No. 177(FIN)

AS 43.90.110(a)(1)(B)

Page 2, L ine 30

Delete “80” and insert “90”



MAY-10-2007 THU 08:21 AH LEGAL SERVICES 
HAY-10-2007 THU 00:62 AH

FAX NO. 907 465 2029 
FAX NO.

/
(0 l o r

HOUSE FINANCE COMMITTEE AMENDMENT NO. 
To CS for House Bill No. 177(FIN)

43J0,170(b)(5)

Page 12, Line 24

Delete “and'’ at the end of tho sentence. *T 
P o - j / |V - e ^  z-W *’ 
Insert a new section 43.9(M70(bX6) that reads:

P. 04 
P. 05

C V )
^economic valuo resulting from payments required to be made to the state under tho 
a W so f th e p r o p o M Jjf l^ w p /

Renumber the



5 io o Y
A M E N D M E N T

To : CSI-IB 177(FIN) 25-GH1060YV

Offered in:House Finance Committee By: Rep. K e lly
Rep. Hawker

AS 43.90.310(c)

Page 23, Line 1

Insert after “that is required in AS 43.90.130(7)” in the last sentence the following:

“i f  the Federal Energy Regulatory Commission does not have a rebuttable presumption in 
effect that rollcd-in treatment applies to the cost of the expansion o f  (he project.”

43.90.320(c)

Page 23, L ine 31

Insert after “that is required in AS 43.90.130(7)” in the last sentence the following:

“if  the Federal Energy Regulatory Commission does not have a rebuttable presumption in 
effect that rollcd-in treatment applies to the cost of the expansion o f the project."

43.90.330(d)

Page 24, L ine 29

Insert after “that is required in AS 43.90.130(7)" in the last sentence the following:

“if  the Federal Energy Regulatory Commission does not have a rebuttable presumption in



A - A
/ I

p x r f l  n
25 -G H 1060W .10
M ischcl/Bu llock

5/10/07

A M  E  N 1) M  E  N T

OFFERED IN  TH E  HOUSE BY REPRESENTATIVES K ELLY ,

TO: CSHB 177(FIN), Draft Version "V" CH EN  AULT , AND THOMAS

1 Page 9, line 29, through page 10, line 2:
2 Delete all material and insert:
3 "(17) commit to negotiate, before construction, a project labor

4 agreement to expedite construction and labor stability for the project by qualified state

5 residents;"



MAY-10-2007 THU 08:21 All LEGAL SERVICES 
HAY-10-2007 THU 06:54 AH

OFFERED IN THE HOUSE 
TO:CSHB177(F!N)

Pg. 15 Line 25

Following K a t w  

InscrL-*13Q percent oi”

9w.43L9.ft3.4fl 
Pg/39 Line 27

FAX NO. 907 465 2029 
FAX NO.

lb o r

AMENDMENT

P. 07 
P. 16

Q H l f t  ^

25-GH1060W
5/09/07

Following “o f’
Insert “50 percenHof’



^  < V \  e .  A ^  w \  e  < \X ~  ^

8 0 / 2 0  S c e n a r i o  

E x p e n s e  

$ 2 0 0  m i l l i o n  

$ 5 0 0  m i l l i o n  

$ 7 0 0  m i l l i o n

S t a t e  

$ 1 0 0  M i l l i o n  

$ 4 0 0  M i l l i o n  

$ 5 0 0  m i l l i o n

rv v ~ ^

L i c e n s e e  

$ 1 0 0  M i l l i o n  

$ 1 0 0  M i l l i o n  

$ 2 0 0  M i l l i o n

9 0 / 1 0  S c e n a r i o  

E x p e n s e  

$ 2 0 0  m i l l i o n  

$ 5 0 0  m i l l i o n  

$ 7 0 0  m i l l i o n

9 0 / 1 0  S c e n a r i o  

E x p e n s e  

$ 1 0 0  m i l l i o n  

$ 5 0 0  m i l l i o n

S t a t e  

$ 1 0 0  M i l l i o n  

$ 4 0 0  M i l l i o n  

$ 5 0 0  m i l l i o n

S t a t e  

$ 5 0  M i l l i o n  

$ 4 5 0  M i l l i o n

L i c e n s e e  

$ 1 0 0  M i l l i o n  

$ 1 0 0  M i l l i o n  

$ 2 0 0  M i l l i o n

L i c e n s e e  

$ 5 0  M i l l i o n  

$ 5 0  M i l l i o n

$ 7 0 0  m i l l i o n $ 5 0 0  m i l l i o n $ 1 0 0  M i l l i o n



OFFERED  IN  T H E  HOUSE  B Y  REPRESENTAT IV E  GAR A
TO: CSHB I77(FIN), Draft Version "V"

AJUlD
2 5 -G H 1 0 6 0 W .8   ̂ \

Bullock

( o  i p r  5 / 1 0 / 0 7

Page 9, line 19, following "project":

Insert "to the maximum extent feasible and^conom ic^ ( ^ ~

Page IV , line 20, following "state"
„  .  / ■  ' - a  e  c  ( t f i l A M ' t c U s UInsert to the maximum extent feasible and Economic"

C k d M  T / M / A w n i M -

1

2

3
4
5



5
16

A M E N D M E N T

OFFERED  IN  TH E  HOUSE

TO: CSHB 177(FIN), Draft Version "V"

25 -G H 10 6 0W .12
F in ley /Bu llo ck

5/10/07

i ' jk  J

J

1 Page 22, lines 19 - 26:
2 Delete all material and insv if:

3 "(2) to enter into a contract with the state that amends the existing
4 lease terms by

5 (A) providing a mechanism that ensures that, when the state
6 exercises its right to switch between taking its royalty in value or in kind for
7 gas committed for firm transportation in the first binding open season of the
8 project, the lessee or other person does not bear disproportionate transportation
9 costs for the state's royalty gas; and by modifying the required period of notice

10 that the state must provide before exercising the state’s right to switch between
11 taking its royalty in value or in kind for gas committed for firm transportation
12 in the first binding open season of the project; or
13 (B) eliminating the ability of the state to take its royalty in kind
14 on gas produced on the North Slope that is shipped in firm transportation
15 capacity the lessee or other person acquired in the first binding open season of
16 the project or shipped in firm transportation capacity described in a voucher
17 received by the gas producer under AS 43.90.330 subject to the following
IS conditions;

19 (i) the lessee or other person shall agree to sell gas for
20 in-state residential, commercial, and electrical generation use at in-stale
21 delivery points at a price that does not exceed the value calculated
22 under the method adopted under (a)(2) of this section, without the

23 deductions under (a)(2)(D) of this section, plus the amount of the

L -I-



25-GH1060W.12

distance-sensitive transportation charge incurred in delivering gas to 
the in-state delivery point;

(ii) if  the lessee or other person that has exercised this 
election fails to offer a volume of gas at the in-state delivery points that 
is at least equal to the volume of the state's royalty in value gas 
associated with the lessee's or other person's gas qualified for the 
benefit under this section, the commissioner of natural resources may 
terminate the election; on termination of the election, the provisions of 
the lease before amendment under this subparagraph relating to the 
state's taking its royalty gas in kind or in value shall apply;

(iii) a lessee or other person may make this election 
provided they have resolved any contractual impediment to the state's 
ability to exercise its right to switch between royalty in value and 
royalty in kind for the duration of the election; and

(iv) in this subparagraph, "in-state residential, 
commercial, and electrical generation use" means gas consumed in the 
state and does not include exported gas."



CS FO R  H O U SE  B IL L  NO . 17 7 0' IN) 

IN  THE LEG ISLA T U R E  OF THE STATE OF A LA SK A  

TW EN TY-F IFTH  LEG ISLA TU RE - F IR ST  SESSIO N

BY THE HOUSE FINANCE COMMITTEE
Offered: 5/10/07 
Referred:______

A  B IL L  

FOR A N  ACT ENT ITLED  

"A n  A ct relating to the A la ska  G asline Inducement Act.; provid ing inducements for 

the construction o f a n atu ra l gas pipeline and shippers that commit to use that 

p ipeline; estab lish ing the A la ska  G asline Inducement Act matching contribution 

fund ; provid ing for an A la ska  G asline Inducement Act coord inator; m aking 

conform ing am endm ents; and provid ing for an effective da te ."

B E  IT  EN A C T ED  B Y  T H E  L E G IS L A T U R E  O F  T H E  ST A T E  O F  A L A S K A :

* Section I .  A S  43 is amended by adding a new chapter to read:

Chapter 90. A la ska  G asline Inducement Act.

A rtic le 1 . Inducem ent to Construction o f a N atura l Gas Pipeline in this State .

Sec. 43.90.010 . Purpose. The purpose o f  this chapter is to encourage 

expedited construction o f  a natural gas pipeline that

(1) facilitates commercialization o f North Slope gas resources in the

state;
(2) promotes exploration and development o f oil and gas resources on 

the North Slope;

(3) maxim izes benefits to the people o f  the state from the development 

o f  oil and gas resources in the state; and

(4) encourages oil and gas lessees and other persons jo  

commit to ship natural gas from the North Slope to a gas pipeline system for 

transportation to markets in this state or elsewhere.



Article 2. A la ska  G asliu e Inducement Act L icense.

Sec. 43.90.100. G as project, (a) The comm issioners/nay award an A laska 

Gasline Inducement Act license as provided in this chapter. The person awarded a 

license under this chapter is entitled to the inducement set out in AS 43 .90 .110 .

(b) Nothing in this chapter precludes a person from pursuing a gas pipeline 

project independently from this chapter.

Sec. 43 .90 .110 . N atu ra l gas pipeline project construction inducement, (a) 

Subject to the limitations o f  this chapter, a license issued under this chapter entitles 

the licensee or its designated affiliate to receive

( 1)  subject to appropriation, state matching contributions in a total amount 

not to exceed $500,000,000, paid to the licensee during the five-year period 

immediately follow ing the date the license is awarded; the payment period may be 

extended bv the commissioners under an amenument or modification o f  the project 

plan under AS 43 .90 .210 ; a payment under this parag-.aph shall be made according to 

the following:

(A) on or before the close o f  the first binding open season, the 

statu shall match the licensee's qualified expenditures at the level specified in 

the license; however, the state's matching contribution may not exceed 50 

percent o f  the qualified expenditures incurred before the/.-lose o f  the first 

binding open season;

(B) after the close o f  the first binding open season, the state shall 

match the licensee's qualified expenditures at the level specified in the license; 

however, the state’s matching contribution may not be greater than 80 percent o f  

the qualified expenditures incurred after the close o f  the first binding open season;

(C) a qualified expenditure is a cost that is incurred after the 

license is issued under this chapter, is incurred by the licensee or the licensee's 

designated affiliate, and is directly and reasonably related to obtaining a 

certificate or amended certificate o f  public convenience and necessity from the 

Federal Energy Regulatory Commission or the Regulatory Commission o f 

A laska, as appropriate, or satisfy ing any other requirement o f  an agency w ith 

jurisdiction overjh e  project; in tin - subparagraph "qualified expenditure" docs not

D e le te d :  o f  revenue and the
co m m iss ion e r o f  natu ra l resources, 

a c tin g  jo in t ly .

! D e le te d :  e n d  I

Deleted: for development of



include overhead costs, litigation costs, the cost o f an asset or work product 

acquired or developed by the licensee before the license is issued, c i v i l e  criminal 

penalties, or fines; and

(2) the benefit o f an Alaska Gasline Inducement Act coordinator who 

has the authority prescribed in A S  43.90,250.

(b) The commissioner o f  revenue in consultation with the commissioner o f 

natural resources shall adopt regulations for determining whether an expenditure is a 

qualified expenditure for the purposes o f  (a) o f this section.

Sec. 43.90.120. Request for app lications for the license, (a) The 

commissioners shall commence a public process to request applications fo ra  license 

under this chapter as soon as practicable after the effective date o f  this chapter.

(b) The commissioners may use independent contractors to assist them in 

developing the request for applications and in evaluating the applications received.

(c) The provisions o f  AS 36.30 do not apply to requests for applications under 

this chapter.

Sec. 43.90.130 . Application requ irem ents.„An application for a license must 

be consistent with the terms o f  the request for applications under AS 43.90.1 20 and

( 1 ) b c f i le d jjy  the deadline established by the 

commissioners in the request for applications;

(2) provide a jhoroueh description o f  a proposed natural gas pipeline 

project for transporting natural gas from the North Slope to market, and which may 

include multiple design proposals, including different design proposals for pipe 

diameter, wall thickness, and transportation capacity, and which shall include

(A) the route proposed for the natural gas pipeline, which may 

not be the route described in AS 38.35.017(b);

(B) the location o f  receipt and delivery points and the size and

design capacity o f  the proposed natural gas pipeline at the proposed receipt and 

delivery points, except that this information is not required for in-state delivery 

points unless the application proposes specific in-state delivery points;

f  D e le te d :  penalties.

D e le te d :  In  o rd e r io  be considered  fo r  
the |

license, an a pp lica n t s lta ll f i le

D e le te d :  an

D c l» t e d :  tha t is  

(  D e le te d :  sha ll

I D e le te d :  the  a p p lic a tio n

I D e le te d :  deta iled



(C) an - jlysisg f.the project’s economic and technical viability, 

including a ̂ e s c  _.lion o f  all pipeline access and tariff terms the applicant plans to 

offer;

(D) an econom ically and technically viable work plan, timeline, and 

associated budget for developing and performing the proposed project jncluding 

field work, environmental studies, design and engineering, implementing 

practices for controlling carbon emissions from natural gas systems as established 

by the United States Environmental Protection Agency, .md complying with all 

applicable state, federal, and international regulatory requirements that affect the 

proposed project; the applicant shall address the following:

(i) i f  die proposed project involves a pipeline into or 

through Canada, a .thorough description o f  die applicant's plan to

obtain necessary rights-of-way and authorizations in Canada, a description o f 

the transportaiion services to be provided and a description o f  rate- 

making methodongies the applicant will propose to the regulatory 

agencies, an estimate o f  rates and charges for all services;

(ii) i f  the proposed project involves marine 

transportation o f  liquefied natural gas, a description o f  the marine 

transportation services to be provided and a description o f  proposed 

rate-making methodologies; an estimate o f  rates and charges for all 

services by third parties; a detailed description o f  all proposed access 

and tariff terms for liquefaction services or, ifyhird parties would 

perform liquefnerion services, the identification o f jh e  third partie.^and 

the terms applicable to the nquefaction services; a complete description 

o f  the marine segment o f  the project, including the proposed 

ownership, control, and cost o f  liquefied natural gas tankers, the 

management o f  shipping services, liquefied natural gas export 

destination, re: gasifieation facilities and pipeline facilities needed for 

transport to market destinations; the entity or entities that would be 

required to obtain necessary export permits and licenses or a certificate 

or amended certificate o f  public convenience and necessity from the

D e le te d :  d em onstra ting

D e le te d :  o f  the p ro jec t

D e le te d :  dem ited

D e le te d :  and w o rk  a s ioc ia ie d  w ith  the 
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D e le te d :  deta iled
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Federal Energy Regulatory Commission for the transportation o f 

liquefied natural gas in interstate commerce i f  United States markets 

are proposed; and all rights-of-way or authorizations required from a 

foreign country;

(3) commit that i f  the proposed project is within the jurisdiction o f  the Federal 

Energy Regulatory Comm ission .,the applicant w ill

(A) conclude, by a date certain that is not later than 36 months

after llie date the license is issued, a binding open season that is consistent with 

the requirements o f  18 C .F .R . Part 157, Subpart B  (Open Seasons for A laska 

Natural Gas Transportation Projects) and 18 C .F .R . 157.30 - 157.39;

(B) apply for Federal Energy Regulatory Commission approval

to use the pre-filing procedures set out in 18 C .F .R . 157 .2 1 by a date certain, 

and use those procedures before filing an application for a certificate or 

amended certificate o f  public convenience and necessity, except where the 

procedures are not required as a result o f  section 5 o f  the President's Decision 

issued pursuant to the A laska N'jtural Gas Transportation A ct o f  1976; and

(C) apply for a Federal Energy Regulatory' Commission 

certificate or amended certificate o f  public convenience and necessity to 

authorize die construction and operation o f  the proposed project described in 

this section by a date certain;

(4) i f  die proposed project is within the jurisdiction o f the Regulatory 

Commission o f  A laska, commit to

(A) conclude, by a date certain that is not later than 36 months

after the date the license is issued, a binding open season that is consistent with 

the requirements o f  AS 42.06; and

(B) apply for a cetifica te  or amended certificate o f  public 

convenience and necessity to authorize die construction and operation o f  the 

proposed project by a date certain;

(5) commit thm after the first binding open season, theppplic.mt will 

assess the market demand for additional pipeline capacity at least every two years 

through public nonbinding solicitations or similar means;



( 6 ) co m m it to  ex p an d  the p ro p o sed  p ro jec t in reaso n ab le  en g in ee rin g  

in c rem en ts  and  on  co m m erc ia lly  reasonab le  term s tha t en co u rag e  ex p lo ra tio n  and 

d ev e lo p m en t o f  gas resou rces in th is sta te ; in this parag raph ,

(A ) "co m m erc ia lly  reaso n ab le  term s" m eans that, su b jec t to  the 

p ro v is io n s  o f  (7) o f  th is  sec tion , rev en u e  from  tran sp o rta tio n  co n trac ts  covers  

d ie  co s t o f  die ex p an sio n , in c lud ing  increased  fuel co sts , an d  a reaso n ab le  

re tu rn  o n  cap ita l as au th o rized  by the F edera l E nergy  R eg u la to ry  C o m m iss io n  

o r  the R eg u la to ry  C o m m iss io n  o f  A laska , as ap p licab le , and  th ere  is no 

im p a irm en t o f  the p ro p o sed  p ro jec t’s ab ility  to reco v er the costs o f  ex is tin g  

fac ilities;

(B ) "reaso n ab le  en g in ee rin g  increm en ts"  m eans the am o u n t o f  

a d d itio n a l c ap ac ity  that co u ld  be added  b y  co m p ress io n  o r  a p ipe  ad d itio n  

u s in g  a c o m p re sso r  s ize  o r  p ip e  s ize , as app licab le , that is su b s tan tia lly  s im ila r 

to the o rig in a l co m p re sso r s ize  and  p ip e  size;

(7) .co m m it tha t the app lican t

(A ) w ill p ro p o se  a n d  suppo rt the reco v ery  o f  m a in lin e  cap ac ity  

ex p an s io n  co sts , inc lud ing  fuel costs, from  all m a in lin -  v . . ; m  u se rs  th rough  

ro llcd -in  ra tes a s  p ro v id ed  in (B ) and  (C ) o f  th is parag raph  o r  th rough  a 

co m b in a tio n  o f  increm en ta l and  ro lled -in  ra tes as p rov id ed  in  (I))  o f  this 

pa rag rap h ;

(B ) w ill p ro p o se  and  su p p o rt the reco v ery  o f  m a in lin e  cap ac ity  

e x p a n s io n  co s ts , in c lu d in g  fuel co sts , from  all m ain line  sy s tem  u se rs  th ro u g h  

ro lled -in  ra tes; an  ap p lican t is ob liga ted  u n d er tin's su b p a rag rap h  o n ly  i f  the 

ro lled -in  ra tes  w ou ld  in c rease  the rates

(i) no t d escrib ed  in (ii)  o f  th is su b p arag rap h  b y  no t m ore 

than  15 p ercen t ab o v e  the in itia l m ax im um  reco u rse  ra tes fo r c ap ac ity  

acq u ired  b e fo re  co m m erc ia l o p e ra tio n s  com m ence ; in th is  sub- 

su b p arag rap h . " in itia l m ax im u m  recourse  rates" m ean s the  h ig h es t co st- 

b ased  ra tes  for any  sp ec ific  tran spo rta tion  se rv ice  se t by the F edera l 

E n e rg y  R egu la to ry  C o m m iss io n , the R egu la to ry  C o m m iss io n  o f  

A lask a , o r  the N ational E nergy  B oard  o f  C anada , a s  ap p ro p ria te , w hen

D e le te d :  the o rig in .i l 

( D e le te d :  n u k e  a co m m itm en t
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the  p ip e lin e  co m m en ces  co m m erc ia l op era tio n s;

(ii) by  n o t m ore  than  15 p e rcen t ab o v e  the neg o tia ted

ra te  fo r p ip e lin e  c ap ac ity  o n  the da te  o f  co m m en cem en t o f  co m m erc ia l 

o p e ra tio n s  w here  the h o ld e r  o f  the cap ac ity  is no t an a ff ilia te  o f  th e  

o w n e r o f  the p ip e lin e  p ro jec t; for the p u rp o se s  o f  th is su b ­

su b p a rag rap h , "n eg o tia ted  rate" m ean s  the ra te  in a tran sp o rta tio n  

se rv ice  ag reem en t th a t p ro v id e s  fo r a ra le  tha t v a rie s  from  the o th e rw ise  

a p p lic ab le  co s t-b ased  ra te , o r  reco u rse  ra te , se t ou t in a g as p ip e lin e 's  

ta r if f  ap p ro v ed  b y  the F edera l E n erg y  R eg u la to ry  C o m m iss io n , the 

R eg u la to ry  C o m m iss io n  o f  A laska , o r  the N ationa l E n erg y  B oard  o f  

C an ad a , a s  ap p ro p ria te ; o r

(iii)  fo r c ap a c ity  a cq u ired  in  an  ex p an sio n  a fte r 

co m m erc ia l o p e ra tio n s  com m en ce , to  a  level tha t is no t m ore  than  115 

p e rcen t o f  the v o lu m e-w e ig h ted  a v e rag e  o f  a ll ra tes co llec ted  b y  th e  

p ro jec t o w n e r fo r p ip e lin e  c a p a c ity  on  the d a te  co m m erc ia l o p e ra tio n s  

co m m en ce ;

(C ) w ill, i f  re co v e ry  o f  m a in lin e  c a p a c ity  ex p an sio n  costs, 

in c lud ing  fuel co sts , th rough  ro llcd -in  ra te  trea tm en t w ou ld  in c rease  the rates 

for c a p a c ity  d e sc rib ed  in (B ) o f  th is  p a rag rap h , p ro p o se  and  su p p o rt the partia l 

ro ll-in  o f  m a in lin e  ex p an sio n  co s ts , in c lu d in g  fuel co s ts , to  the e x te n t tha t ra tes 

acq u ired  b e fo re  co m m erc ia l o p e ra tio n s  c o m m en ce  d o  not e x ceed  d ie  levels 

d esc rib ed  in  (B ) o f  th is pa rag rap h ;

(D ) m ay , fo r th e  re co v e ry  o f  m a in lin e  cap ac ity  ex p an sio n  co s ts , 

in c lud ing  fuel co s ts , tha t, u n d e r ro lled -in  ra te  trea tm en t, w o u ld  re su lt in ra tes 

that ex ceed  th e  level in (B ) o f  th is p a rag rap h , p ro p o se  and  su p p o rt th e  reco v ery  

o f  th o se  co s ts  th rough  an y  c o m b in a tio n  o f  in c rem en ta l an d  ro lled -in  ra tes;

(E ) w ill no t e n te r in to  a n eg o tia ted  ra te  ag reem en t that w ou ld  

p rec lu d e  the ap p lican t from  c o lle c tin g  from  an y  sh ip p e r, in c lu d in g  a sh ip p e r  

w ith  a n e g o tia te d  ra te  ag reem en t, the ro llcd -in  ra tes  that a re  req u ired  to  be 

p ro p o sed  an d  su ppo rted  by  d ie  ap p lican t u n d e r (B ) o f  th is p a ra g ra p h  o r  the 

partia l ro llcd -in  ra tes  tha t a re  requ ired  to  be  p ro p o sed  an d  su p p o r te d  b y  the



app lican t u n d e r (C ) o f  th is  p a rag raph ;

(8 ) s ta te  h o w  the ap p lican t p ro p o ses to deal w ith  a  N o rth  S lope  gas 

trea tm en t p lan t reg a rd le ss  o f  w h e th e r that p lan t is p a r t o f  the ap p lican t’s p roposa l, 

an d , to the ex ten t that the p lan t w ill be  ow ned  en tire ly  o r  in p art b y  the ap p lican t, 

su b m it to  seek  ce rtif ica te  a u th o rity  from  th e  F edera l E nergy  R egu la to ry  C o m m iss io n  

i f  the p roposed  p ro jec t is eng ag ed  in in tersta te  co m m erce  o r  from  the R egu la to ry  

C o m m iss io n  o f  A laska  i f  the p ro jec t is no t engaged  in  in te rsta te  co m m erce ; fo r a 

N o rth  S lope  gas trea tm en t p lan t tha t w ill be o w n ed  en tire ly  o r  in p a rt by  the ap p lican t, 

fo r ra te -m ak in g  p u rp o ses , co m m it to va lue  p rev io u s ly  o^rtled  a sse ts  th a t a re  p a rt o f  

the gas trea tm en t p lan t at net book  value; describe  tile gas trea tm en t p lan t, in c lu d in g  

its  design , e n g in ee rin g , co n stru c tio n , o w nersh ip , an d  p lan  o f  o p era tio n , the id en tity  o f  

a n y  th ird  p a rty  tha t w ill p a rtic ip a te  in the o w n ersh ip  o r  op e ra tio n  o f  the gas trea tm en t 

p lan t, and  the m ean s  by  w h ich  th e  app lican t w ill w o rk  to m in im ize  th e  e ffec t o f  the 

c o s ts  o f  the fac ility  on  th e  tariff;

(9) p ro p o se  a p e rcen tag e  an d  to ta l d o lla r  am o u n t fo r th e  s ta te 's  

m a tch in g  c o n tr ib u tio n  u n d e r A S  4 3 .9 0 .1 1 0( I )(A) an d  ( B f to  be sp ec ifie d  in  the 

license;

( 1 0 ) co m m it to  p ro p o se  and  su p p o rt ra tes  for the p ro p o sed  p ro jec t and

fo r  any  N o rth  S lo p e  gas trea tm en t p lan t tha t the ap p lican t m a y  ow n , in w ho le  o r  in 

pa rt, tha t a re  b a se d  on  a cap ita l s tru c tu re  for ra te -m ak in g  th a t co n sis ts  o f  no t less than  

70  p e rcen t deb t;

( 1 1 ) d e sc rib e  die m ean s  for p re v e n tin g p n d  m a n a g in g p v c rru n s  in  c o s ts 4 )f  the 

p roposed  p ro jec t, and  the m easu re s  fo r m in im iz in g  th e  effec t on  ta riffs  from  any  

overru n s;

( 1 2 ) c o m m it to p ro v id e  a m in im um  o f  five d e liv e ry  p o in ts  o f  na tu ra l 

g a s  in th is s ta te ;

(1 3 ) co m m it to

(a) o ffe r  firm  tran sp o rta tio n  se rv ice  to d e liv e ry  p o in ts  in th is s ta te  a s  p a rt o f  the 

ta r iff  reg a rd le ss  o f  w h e th e r a n y  sh ip p ers  b id  su cce ssfu lly  in a b in d in g  o p en  season  

for firm  tran sp o rta tio n  se rv ice  to  d e liv e ry  po in ts  in th is s ta te ,a n d
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(b) p f f e r  d is tan ce -sen sitiv e  ra tes to d e liv e ry  p o in ts  in th is sta te  

co n s is ten t w ith  18 C .F .R . 157 .34(c)(8);

(14 ) co m m it to  estab lish  a local head q u arte rs  in th is s ta te  fo r the 

p ro p o se d  p ro jec t;

(15 ) to  the e x ten t p e rm itted  b y  law , co m m it to

(A ) h ire  q u a lified  re s id en ts  from  th ro u g h o u t the s ta te  for 

m an ag em en t, en g in ee rin g , co n stru c tio n , o p e ra tio n s , m a in tenance , an d  o th e r 

p o s itio n s  on  the p ro p o sed  p ro jec t;

(B ) co n trac t w ith  b u sin e sse s  lo ca ted  in the sta te ;

(C ) es tab lish  h irin g  fac ilities  o r  use ex is tin g  h ir in g  fac ilities  in 

the  s ta te ; and

(D ) use , as fa r  a s  is p rac tic ab le , the jo b  cen te rs  and  asso c ia ted  

se rv ice s  op e ra ted  by  the D ep artm en t o f  L ab o r and W o rk fo rce  D eve lopm en t 

a n d  an  In te rn e t-b ased  lab o r e x ch an g e  sy s tem  o pera ted  b y  the sta te ;

(16 ) w aive the righ t to  ap p ea l the re jec tio n  o f  an app lica tio n  as 

in co m p le te , th e is su an ce  o f  a  licen se  to  a n o th e r ap p lic an t o r  jh e  d e te rm in a tio n  u nder 

A S  4 3 .9 0 .1 8 0 (b ) tha t n o  app lica tio n  m erits  the issuance  o f  a license;

(17 ) co m m it to  nego tia te , b e fo re  c o n stru c tio n , a p ro jec t labo r 

ag reem en t; in  th is p a rag rap h , "p ro jec t lab o r ag reem en t"  m ean s a co m p reh en siv e  

c o lle c tiv e  b a rg a in in g  ag reem en t be tw een  the licen see  o r  its ag en t and  the ap p ro p ria te  

la b o r  rep re sen ta tiv e s  to  en su re  ex p e d ite d  co n stru c tio n  w ith  labo r s tab ility  fo r the 

p ro jec t b y  qua lified  res id en ts  o f  the s ta te ;

(18 ) co m m it that the sta te  m a tc h in g  co n tr ib u tio n  rece iv ed  by  the

lic en see  m ay  no t be in c luded  in the ap p lic a n t’s rate  b a se  an d  sha ll be  u sed  a s  a c red it 

ag a in s t the licen see 's  co s t o f  se rv ice ;

(1 9 ) p ro v id e  a de ta iled  d e sc r ip tio n  o t the ap p lic an t and ;ill en tities  

p a rtic ip a tin g  w ith  the ap p lican t in d ie  ap p lic a tio n  an d  th e  p ro jec t p ro p o sed  by  the 

ap p lic an t; and  p e rso n s  the ap p lican t in tends to  invo lve  in th e  c o n stru c tio n  and  

o p e ra tio n  o f  the p ro p o sed  p ro jec t; the d e sc rip tio n  m u s t inclti !c the n a tu re  o f  the 

a ff ilia tio n  for each  pe rso n , the co m m itm e n ts  by  the p e rso n  to  the ap p lican t, and  o th e r 

in fo rm a tio n  re lev an t to  the c o m m iss io n e rs ' ev a lu a tio n  o f  th e  read in ess  an d  a b ility  o f
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the  ap p lican t to co m p le te  the p ro jec t p resen ted  in  the ap p lica tio n ; and

(2 0 ) o th e rw ise  d em o n s tra te  the read in ess  and  financia l and  tech n ica l ab ility  to  j  

perfo rm  the ac tiv itie s  sp ec ified  in  the ap p lica tio n , in c lu d in g the ap p lic a n t’s h is to ry  in 

sa fe ty , health , an d  en v iro n m en ta l co m p lian ce  an d  in fo l lo w in g ^  d e ta iled  w o rk  p lan , 

tim eline , an d  o p e ra tio n  w ith in ,'in  asso c ia ted  budget.

S ec . 4 3 .9 0 .1 4 0 . In i t ia l  a p p lic a t io n  re v ie w ; a d d i t io n a l  in fo rm a t io n  r e q u e s ts ;  

c o m p le te  a p p lic a t io n s ,  (u) U pon  e x p ira tion  o f  the d e ad lin e  for the filinu  o f  ap p lica tio n s 

u n d e r A S  4 3 .9 0 .1 3 0 . th e  co m m iss io n e rs  sh a ll open  all ap p lic a tio n s  and rev iew  each  

ap p lic a tio n  filed  u n d e r  A S  4 3 .9 0 .1 3 0  to de te rm in e  w h e th e r it is c o n s is te n t w ith  the term s 

o f  the req u est fo r ap p lic a tio n s  and m ee ts  the re q u ire m e n tsp (  A S  4 3 .9 0 .1 3 0 . T he  

co m m iss io n e rs  sh a ll re jec t as in com ple te  an  ap p lica tion  tha t does no t m eet jh e  

req u irem en ts  £ f  A S  4 3 .9 0 .1 3 0 .

(b) l'o  e v a lu a te w h eth er an  ap p lic a tion  sho u ld  be re jec ted  u n d e r (a) o f  th is 

sec tio n , j h c  c o m m iss io n e rs  m ay  req u es t add itio n a l in fo rm atio n  re la tin g  to  the 

app lica tion .

(c) If, w ith in  the tim e  sp ec ified  b y  the  c o m m iss io n e rs , th e  ap p lic an t fa ils  to 

p rov ide  th e  ad d itio n a l in fo rm a tio n  req u es ted  u n d e r  (b) o f  th is  sec tio n , o r  su b m its  

ad d itio n a l in fo rm a tio n  tha t is n o t resp o n siv e , th e  ap p lic a tio n  sha ll be re jec ted .

(d) F o r  an  ap p lica tio n  not re je c ted  u n d e r th is sec tio n , the co m m iss io n e rs  shall 

m ak e  a d e te rm in a tio n  tha t the ap p lic a tio n , in c lud ing  a n y  req u ested  add itio n a l 

in fo rm atio n , is co m p le te .

(e) lvxcept a s  p ro v id ed u n d e r A S 4 3 .9 0 .1 5 0 . an d  a lte r  d e te n n in in u  w hich  

app lica tion*  are  c o m p le te , the c o m m is s io ners shaII m ak e  all ap p lic a tio n s  »yailablc to  

the leg is la tu re

Sec. 4 3 .9 0 .1 5 0 . P r o p r ie ta r y  in f o rm a t io n  a n d  t r a d e  s e c re ts , (a) A t the 

request o f  th e  ap p lican t, in fo rm atio n  sub m itted  u n d e r  th is  ch ap te r that the ap p lican t 

iden tif ies  and  d em o n s tra te s  is p ro p rie ta ry  o r  is a  trade secre t is co n fid en tia l and  no t 

su b jec t to  p u b lic  d isc lo su re  u n d e r A S 4 0 .2 5 , u n less  the ap p lican t is g ran ted  a license  

u n d e r th is  ch ap te r. A fte r a license  is aw ard ed , all in fo rm a tio n  su b m itted  by  the 

licensee  u n d er th is  c h a p te r ,/e ta in e d  fo r th e  p u rp o se s  o f  th is ch ap te r, and  no t
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d e te rm ined  bv the co m m iss io n e rs  to  be p ro p rie ta ry  o r  a tr a d e  sec re t shall b e  m ade 

pub lic .

(b) I f  the c o m m iss io n e rs  d e te rm in e  that the in fo rm ation  su b m itted  by  the 

ap p lican t is not p ro p rie ta ry  o r  is no t a trade secre t, the co m m issio n e rs  sh a ll no tify  the 

ap p lican t and  re tu rn  the in fo rm atio n  at the req u es t o f  the app lican t.

,  S ec . 4 3 .9 0 .1 6 0 . N o tice , re v ie w , a n d  c o m m e n t, (a) T he co m m iss io n e rs  shall 

p u b lish  no tice  an d  p ro v id e  a 6 0 -d ay  p e rio d  fo r p u b lic  rev iew  and  co m m en t on all 

ap p lica tio n s  d e te rm in ed  co m p le te  u n d e r A S  43 .9 0 .1 4 0 . E xcep t as p ro v id ed  u n d er A S 

4 3 .9 0 .130 , a ll a p p lica tio n s tiled  u n d er th is  ch ap te r  shall be m ade p u b lic, reg a rd less o f  

w h eth er thev  a re  d eem ed  com ple te .

(b) A p p lic a tio n s  rece iv ed  u n d e r th is  ch ap te r a re  no t su b jec t to  pub lic  

d isc lo su re  u n d e r  A S  4 0 .25  until th e  co m m issio n e rs  p u b lish  no tice  u n d er th is  sec tion . 

H ow ever, in fo rm atio n  tha t the co m m iss io n e rs  h av e  d e te rm ined  is .p rop rie ta ry  o r a 

trade secretTu n d e r A S  4 3 .9 0 .1 5 0  m ay  no t be  m ad e  p u b lic  even  a f te r  the n o tice  is 

p u b lish ed  u n d er (a )  o f  th is sec tion , excep t as p ro v id ed  in A S 4 3 .9 0 .150 . I f  

in fo rm atio n  is p ro p r ie ta ry  o r  is a trade  sec re t u n d e r A S 4 3 .9 0 .1 5 0 , the ap p lic an t sha ll 

p rov ide  a su m m a ry  o f  th e  con fid en tia l in fo rm atio n  that is sa tis fac to ry  to  the 

co m m iss io n e rs , a n d  the c o m m iss io n e rs  shall m ak e  the su m m a ry  o f  the con fid en tia l 

in fo rm a tio n  av a ilab le  to th e  p u b lic .

(c) W hen the c o m m issio n e rs  d e te rm ine tha t the ap p lica tio n s  are c o m plete  

un d e r AS 4 3 .9 0 .1 4 0 . in fo rm ation  p ro v id ed  b y  an ap p lic an t to  the co m m issio n e rs  

u n d e r th is ch ap te r, in c lud ing  in fo rm atio n  d e te rm in ed  by  the co m m iss io n e rs  to  be 

con fid en tia l u n d e r A S 4 3 .9 0 .1 5 0 , shall be  d isc lo sed  to the leg is la tive  au d ito r, the 

fiscal an a ly s t w ho  se rv es a s  head  o f  the leg is la tive  finance  d iv is ion , p u d  m em b ers  o f  

the leg is la tu re , an d  the ir re sp e c tive a gen ts and  co n trac to rs  on  req u es t and  a f te r  the 

ind iv idual m a k in g  the req u est s ig n s  a c o n fid e n tia lity  ag reem en t p rep a red  b y  the 

co m m issio n ers .

Sec. 4 3 .9 0 .1 7 0 . A p p lic a t io n  e v a lu a tio n  a n d  r a n k in g ,  (a) 1 he co m m iss io n e rs  

shall ev a lu a te  all a p p lic a tio n s  d e te rm in ed  to  be co m p le te  u n d e r  A S  4 3 .9 0 .1 4 0 , 

co n s id e r p u b lic  co m m en ts  rece iv ed  u n d er A S 4 3 .9 0 .1 6 0 (a ) , and ran k  each  ap p lica tio n  

acco rd in g  to  the n e t p resen t v a lu e  o f  th e  an tic ip a ted  cash  flow  to the s ta te  from  the
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ap p lic an t's  p ro je c t p ro p o sa l u sin g  the fac to rs in (b ) o f  th is sec tio n  and  w e ig h ted  by  the 

p ro je c t's  lik e lih o o d  o f  su ccess  b ased  on  the co m m iss io n e rs ' a sse ssm en t o f  th e  fac to rs 

lis ted  in (c) o f  th is sec tion .

(b) W h en  ev a lu a tin g  th e  net p re sen t v a lu e  o f  an tic ip a ted  cash  flow  to  th e  s ta te  

from  the ap p lic an t's  p ro jec t p ro p o sa l, the  co m m iss io n e rs  shall u se  an  u n d isco u n ted  

v a lu e  and , a t  a  m in im u m , d isco u n t ra tes  o f  tw o, five, and  e ig h t p e rcen t, and  co n s id e r

( 1 ) h o w  q u ick ly  th e  ap p lic an t p ro p o ses to beg in  co n stru c tio n  o f  the 

p ro p o sed  p ro jec t and  how  q u ic k ly  the p ro jec t w ill co m m en ce  co m m erc ia l o p e ra tio n ;

( 2 ) th e  net b ack  va lu e  o f  the g as d e te rm in ed  b y  the d e s tin a tio n  m ark e t 

v a lu e  o f  the  gas and  es tim a ted  tran sp o rta tio n  and  trea tm en t costs;

(3) d ie  ab ility  o f  the ap p lic an t to p rev en t o r  reduce  p ro jec t co s t 

o v e rru n s  th a t w o u ld  in c rease  the tariff;

(4) th e  in itia l d es ig n  cap a c ity  o f  th e  ap p lican t's  p ro jec t and  the ex ten t 

to  w h ich  th e  design  can  a cco m m o d a te  lo w -cost ex pansion ;

(5 ) the am o u n t o f  the m a tch in g  c o n tr ib u tio n  b y  the s ta te  u n d er

A S 4 3 .9 0 .1 10(a)(1 )(A ) and  (B ) p ro p o sed  b y  the ap p lic an t u n d er A S 13 .90 .130(9); 

and

( 6 ) o th e r  fac to rs  found  oy  the c o m m iss io n e rs  to  be re lev an t to  the 

ev a lu a tio n  o f  the n e t p re se n t v a lu e  o f  the an tic ip a ted  cash  flow  to the statq ,

(c) W h en  ev a lu a tin g  th e  p ro jec t's  lik e lih o o d  o f  su ccess , the co m m iss io n e rs  

sha ll c o n s id e r

( 1 ) th e  rea so n ab len ess , sp ec ific ity , a n d  feasib ility  o f  the ap p lican t's  

w ork  p lan , tim e lin e , and  b u d g e t requ ired  to  be  su b m itted  u n d e r A S  4 3 .9 0 .130 , 

in c lu d in g  the ap p lican t's  p lan  to  m an ag e  co s t o v e rru n s, in su la te  sh ip p e rs  from  the 

e ffec t o f  co s t o v e rru n s , a n d  en co u rag e  sh ip p e rs  to  p a rtic ip a te  in the first b in d in g  open  

seaso n ;

( 2 ) d ie  fin an c ia l re so u rces  o f  the app lii an t;

(3 ) th e  ab ility  o f  the ap p lic an t to  co m p ly  w ith  the p ro p o sed  

p e rfo rm a n c e  sch ed u le ;

(4 ) th e  ap p lic a n t’s o rg an iza tio n , ex p e rien ce , a cco u n tin g  and  o p e ra tio n a l 

c o n tro ls , tech n ica l sk ills  o r  the a b ility  to  o b ta in  them , n ecessary  e q u ip m e n t o r  the
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a b ility  to  ob ta in  the n ecessary  eq u ipm en t;

(5 ) the ap p lic an t's  reco rd  o f

(A ) p e rfo rm an ce  on  p ro jec ts  no t licensed  u n d e r this chap te r;

(B ) in teg rity  and  good  bu sin ess  e th ics; and

(6 ) o th e r ev id en ce  and fac to rs found  by  the c o m m iss io n e rs  to  be 

re lev an t to  the e v a lu a tio n  o f  the p ro jec t's  lik e lih o o d  o f  success.

(d) In this sec tio n , "net p re sen t va lue" m ean s  the  d isco u n ted  v a lu e  o f  a fu ture 

stream  o f  cash  flow .

S ec . 4 3 .9 0 .1 8 0 . N o tic e  to  th e  le g is la tu re  o f  in te n t  to  is su e  lic e n se ; d e n ia l o f  

lic e n se , (a) If, a f te r  co n sid e ra tio n  o f  pub lic  co m m en ts  rece iv ed  u n d e r  A S 

4 3 .9 0 .1 6 0 (a ) and  ev a lu a tio n  o f  co m p le te  ap p lica tio n s  u n d er A S 4 3 .9 0 .1 7 0 , the 

c o m m iss io n e rs  d e te rm in e  tha t a n  app lica tion  o ro p o scs  a p ro jec t tha t w ill su ffic ien tly  

rr> x im ize  the ben e fits  to  the p eo p le  o f  th is o 'n d  m erits  is su an ce  o f  a license  

u n d e r th is ch ap te r, the c o m m iss io n e rs  shall

( 1 ) issu e  a  d e te rm in a tio n , w ith  w ritten  find ings ad d ress in g  th e  b asis  for

th e  d e te rm in a tio n ; the d e te rm in a tio n  becom es a  final ag en cy  ac tion  p n  the e ffec tiv e  

d a te o f  the leg is la tiv e  ap p ro v a l u n d e r w ith  A S 4 3 .90 .190 ( b);

(2 ) p u b lish  no tice  o f  in ten t to issue  a licen se  u n d e r  th is c h a p te r  w ith  

w ritten  find ings ad d ress in g  the b asis  for the d e te rm in a tio n ; and

(3 ) .fo rw ard the n o tice  u n d e r ( 2 ) o f  this su b sec tio n , p long  w ith  the find ings, 

su p p o rtin g  d o cu m en ta tio n , and  d e te rm in a tio n  f in d e r  Q,) o f  th is  su b sec tio n , to the 

p res id in g  o ff ic e r  o f  each  house  o f  the leg is la tu re  fo r ac tion  as p ro v id ed  in A S 

4 3 .9 0 .190 .

(b) 1 f, a f te r  .evalua tion  o f  co m p le te  ap p lica tio n s  u n d er A S 4 3 .9 0 .1 7 0 , the 

c o m m iss io n e rs  d e te rm in e  tha t no  app lica tion  su ffic ie n tly  m ax im ize s  the b en efits  to  

the peo p le  o f  th is s ta te  an d  m erits  issu an ce  o f  a lic en se  u n d e r this ch ap te r, the 

c o m m iss io n e rs  sha ll issue a w ritten  find ing  that ad d re sse s  the b a s is  for that 

d e te rm in a tio n .

(c) T h e  co m m iss io n e rs ' d e te rm in a tio n  u n d er j(b) o f  th is sec tio n  is a final 

ag en cy  ac tion .

S ec . 4 3 .9 0 .1 9 0 . L e g is la tiv e  a p p ro v a l ;  Is su a n c e  o f  licen se , (a) A fte r  the

f D e le te d :  w ith
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p re s id in g  o ff ic e r  o f  each  h o u se  o f  the leg is la tu re  rece ives a d e te rm in a tio n  from  the 

co m m iss io n e rs  u n d e r  A S  4 3 .9 0 .1 8 0 , the ru les co m m ittee  o f  each house  o f  the 

leg is la tu re  sha ll in tro d u ce  a bill in the co m m ittee 's  resp ec tiv e  c h a m b e r that p ro v id es 

fo r the ap p ro v a l o f  the  license  p ro p o sed  to be issued  b y  the co m m issio n e rs .

(b ) I f  a  bill ap p ro v in g  the issu an ce  o f  th e  license  p asses  the leg is la tu re  w ith in  

90  days a f te r  the la s t da te  a p res id in g  o ff ic e r receives a d e te rm in a tio n  by  the 

c o m m iss io n e rs  u n d e r  A S  43 .9 0 .1 8 0 , the co m m issio n e rs  shall issue the license  as 

so o n  as p rac tic ab le  a fte r th e  e ffec tive  date  o f  the A ct ap p ro v in g  the is su an ce  o f  the 

license .

(c) N o tw ith s tan d in g  a leg is la tiv e  rule that p roh ib its  the ca rry o v e r o f  a b ill a fter 

th e  end  o f  a sp ec ia l se ss io n  o r  a f te r  the end  o f  a reg u la r se ss io n  o f  a leg is la tu re , a bill 

in tro d u ced  u n d e r (c ) o f  th is  sec tio n  th a t is no t p assed  o r  no t w ith d raw n , d efea ted , 

v e to ed , o r  in d e fin ite ly  p o stp o n ed  shall be ca rried  o v e r to  an y  su b seq u en t re g u la r  o r  

spec ia l leg is la tiv e  se s s io n  convened  d u rin g  the 9 0 -d ay  period  desc rib ed  in (b ) o f  th is 

sec tio n  in th e  sam e  read in g  o r  s ta tu s  it w as in at the tim e o f  ad jo u rn m en t. H ow ever, a 

bill in troduced  u n d e r (a) o f  th is sec tion  m ay  not be  carried  o v e r  to the first reg u la r 

se s s io n  o f  a  1 is la tu re .

(d) I f  th e  leg is la tu re  fa ils  to  ap p ro v e  the issuance  o f  th e  license, the 

c o m m iss io n e rs

( 1 ) m ay  n o t issue  th e  license  that the leg is la tu re  failed  to ap p rove ; and

(2) m ay  req u es t new  ap p lica tio n s  fo r a license  u n d e r  A S  4 3 .9 0 .120.

S ec . 4 3 .9 0 .2 0 0 . C e r t i f ic a t io n  b y  re g u la to r y  a u th o r i ty  a n ti p ro je c t  s a n c t io n .

(a) A  licen see  th a t is aw a rd ed  a ce rtif ic a te  o r am en d ed  ce rtif ica te  o f  pub lic  

c o n v en ie n ce  an d  n ece ss ity  from  a reg u la to ry  ag en cy  w ith  ju r isd ic tio n  o v e r th e  p ro jec t 

shall accep t the ce r tif ic a te  o r  am en d e d  ce rtif ic a te  w hen  jh e  o rd e r g ran tin g  d ie 

c e rtif ic a te  is  no lo n g e r su b jec t to  ju d ic ia l re v ie w  o r  e a rlie r  a t the licens e e ’s J i c r c tio n .

(b) I f  th e  lic en see  has c red it su p p o rt su ffic ien t to  finance co n stru c tio n  o f  the 

p ro jec t th rough  o w n e rsh ip  o f  righ ts  to  p ro d u ce  and m ark e t gas reso u rces, firm  

tran sp o rta tio n  co m m itm en ts , o r  g o v e rn m en t financing , the licen see  sh a ll san c tio n  the
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p ro jec t w ith in  one  y e a r  a f te r  the e f  fec tive  date  o f  the ce rtif ic a te  o r  am ended  

ce rtif ic a te  o f  p u b lic  c o n v en ie n ce  a n d  n ecess ity  issued  by  th e  re g u la to ry  ag en cy  w ith  

ju r isd ic tio n  o v e r  the p ro jec t.

(c) I f  the licen see  d o cs n o t h av e  c red it su p p o rt su ffic ien t to finance  

co n stru c tio n  o f  the p ro jec t th ro u g h  o w n ersh ip  o f  righ ts  to p ro d u ce  an d  m ark e t gas 

re so u rces , firm  tran sp o rta tio n  co m m itm en ts , o r  g o v e rn m en t fin an c in g , the  licensee  

sha ll san c tio n  the p ro jec t j>y th e  la te r  of:

( i) jw o  years a f te r  the e ffec tiv e  da te  o f  the ce rtif ic a te  o r  am ended  

ce rtif ic a te  o f  p u b lic  co n v en ie n ce  and  n ecess ity  issued  by  the re g u la to ry  ag en cy  w ith  

ju r isd ic tio n  o v e r  the o iec t: o r

________  (ii) five years a f te r  the co n c lu s io n  o f  the first o p en  seaso n  o f  the

p ro jec t.

(d ) I f  the licen see  fails to  san c tio n  the p rojectors req u ired  u n d e r  th is 

sec tio n , the licen see  sha ll, u p o n  request by  the sta te ,

(1) se e k  ap p ro v a l from  the F edera l E n erg y  R eg u la to ry  C o m m iss io n  or 

the  R eg u la to ry  C o m m iss io n  o f  A lask a , as ap p licab le , to  ab an d o n  an d  tran sfe r the 

ce rtif ica te  o r  am en d e d  ce rtif ic a te  to  the s ta te  o r  the s ta te 's  d es ig n ee ; and

(2 ) ass ign  to  the s ta te  o r  the sta te 's  d e s ig n ee  all, e n g in e e rin g  d esigns, 

co n trac ts , p e rm its , and  o th e r da ta  re la ted  to  the p ro jec t that a re  a cq u ired  by  the 

lic en see  d u rin g  the term  o f  the license  befo re  the da te  o f  th e  ab an d o n m e n t o r transfer.

(e) T h e  tran sfe r and  a ss iu n m e n ts ; ^er (d ) o f  th is  sec tio n  a s  a resu lt o f  fa ilu re  

to  co m p ly  w ith  (a ) o r  (b) o f  th is  sec tio n  is at no  co s t to the s ta te  o r  the sta te 's  

desig n ee .. A  tran sfe r u n d e r  (c ) o f  th is  sec tion  is a t 50 p e rcen t o f  th e  licen see 's  net 

cost.

( 0  In th is sec tio n , "e ffec tiv e  d a te  o f  th e  ce rtif ica te  o r a m en d e d  certif ica te"  

m ean s  the da te  the  o rd e r g ran ting  jh e  ce rtif ic a te  o r  am en d ed  ce rtif ic a te  ts no lo n g er 

sub jec t to  jud ic ia l review  o r  e a r l ie r  a t th e  l ic e n se e 's  d ic re tio n ,

S ec . 4 3 .9 0 .2 1 0 . A m e n d m e n t o f  o r  m o d if ic a tio n  to th e  p ro je c t  p la n .  S u b jec t 

to  the ap p ro v a l o f  (he c o m m iss io n e rs , a licen see  m ay  am en d  o r  m o d ify  its  p ro jec t 

p lan  i f  the am en d m en ts  o r  m o d ific a tio n s  im p ro v e  th e  ne t p resen t v a lu e  o f  th e  p ro jec t 

to  the s ta te , a re  n ecessa ry  b ecau se  o f  an o rd e r  issu ed  by  th e  A la sk a  O il an d  G as
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C o n se rv a tio n  C o m m iss io n , o r  are  n ecessa ry  as a  re su lt o f  changed  c ircum stances 

o u ts id e  d ie licen see 's  con tro l and  n o t reaso n ab ly  fo reseeab le  befo re  die license  w as r- ■
issued . A n  a m en d m en t o r  m od ifica tio n  app roved  u n d e r th is sec tion  m ust b e  co n sis ten t 

w id i the re q u ire m e n ts p £ A S  4 3 .9 0 .1 3 0  and , ex cep t fo r an am endm en t o r  m o d ifica tion  

req u ired  b ecau se  o f  an o rd e r  o r  req u irem en t o f  a  reu u la to rv  m icnev  w ith ju risd ic tion  

o v e r  the p ro jec t o r  issued  by  d ie  A lask a  O il and  G as C o n serva tion  C o m m iss io n , m ay  

n o t su b s tan tia lly  d im in ish  the .value o f  the p ro jec t to  the sta te  p r  the p ro je c t’s 

like lihood  o f  s u c c e s s

Sec. 4 3 .9 0 .2 2 0 . R e c o rd s , r e p o r ts ,  c o n d it io n s , a n d  a u d i t  r e q u i re m e n ts ,  (a) A  

l ic .a s e e  shall m a in ta in  co m p le te  and  accu ra te  reco rds o f  a ll ex p en d itu res  and 

c o m m itm en ts  o f  s ta te p io n e y  rece iv ed  u n d e r th is ch ap te r, in c lud ing  rece ip ts  and 

reco rds sh o w in g  the p ay m en t o r  co s t o f  p u rch ased  item s an d  se rv ices , the n am es an d  

add resses  o f  d ie  se lle rs  and  se rv ice  p ro v id e rs , and  the d a tes  o f  se rv ice  o r d e livery .

(b) U pon  n  iso n a b le  no tice , th e  co m m issio n e rs  m ay  au d it the reco rd s, books, 

a n d  files o f  d ie  e n ti ty  rece iv in g  th e  s ta te  m o n ey  o r  m ak in g  th e  ex p en d itu res  and  

c o m m itm en ts  o f  m oncv  rece iv ed  from  th e  s ta te  u n d e r th is chap te r.

(c) T h e  co m m iss io n e rs  m av do  the fo llow ing  w jth re sp ec t to in fo rm a tio n  re la ting  

to d ie  p ro jec t j  c o n d u c t hearings o r  o th e r in v es tig a tiv e  in q u ir ie s ; co m p el the 

a tten d an ce  o f  w itn e sse s  and  p ro d u c tio n  o f  d o c u m e n ts ; and  requ ire  the licen see  to 

fu rn ish  in fo rm atio n  jn p a p e r  c o p y  o r  e lec tron ic  form at.

(d ) A fte r  a  license  has b een  issued  and  un til co m m en cem en t o f  com m erc ia l 

o p e ra tio n s, the lic en see  shall a llow  the co m m iss io n e rs  to

( 1 ) h av e  a rep resen ta tiv e  p re sen t at all m ee tin g s o f  the licensee 's  

govern in g  b o d y  o r  b od ies  and  m ee tin g s o f  eq u ity  h o ld e rs  th a t re la te  to  d ie  p ro jec t;

(2 ) rece iv e  all re lev an t no tices  w hen and  a s  issued  and  in fo rm ation  sen t to  the 

g o v ern in g  b o d y  an d  eq u ity  ho lders;

(3) en jo y  th e  sam e access  to  in fo rm ation  ab o u t the licensee  as the 

g o v ern in g  bo d y  m em b ers  and  eq u ity  ow n ers  receive; and

(4) rece iv e  re lev an t rep o rts  o r  in fo rm ation  from  the licensee tha t the 

co m m iss io n e rs  rea so n ab ly  request.
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A ll p ro p rie ta ry  o r  p riv ileged  in fo rm atio n  o r Iradc secre ts  rece iv ed  bv d ie  sta te  u n d er 

th is .subsection shall no t be su b jec t to  public d isc lo su re  u n d e r A S  40.25.

(e) A  licen see  sha ll m ain ta in  ihe reco rds and  reports req u ired  u n d er th is 

sec tio n  fo r sev en  y ea rs  front the d a te  the licensee  rece iv es s ta te  m o n ey  u n d e r th is 

chap te r.

S ec . 4 3 .9 0 .2 3 0 . L icen se  v io la tio n s ;  d a m a g e s , (a) A  licen see  is in v io la tion  o f  

the license i f  the co m m iss io n e rs  d e te rm in e  tha t the licen see  has

( 1) req u ested  and  re c e iv e d /n o n e y jro m  the sta te  u n d e r th is  ch ap te r for an 

e x p en d itu re  tha t is no t a q u a lif ied  ex p en d itu re  u n d e r A S  43 .9 0 .1 1 0 ;

(2 ) ex cep t a s  re q u ired  to co n fo rm  w ith  a  req u irem en t o f  a  reuu la to rv  ag en cy  

w ith jurisd ic tio n  o v e r the p ro je c t, su b s tan tia lly  departed  from  the sp ec ific a tio n s  set 

o u t in the ap p lica tio n  w ith o u t s ta te  app rova l o f  a p ro jec t p lan  am en d m en t o r 

m o d ifica tio n  u n d e r A S  4 3 .9 0 .2 1 0 ;

(3 ) v io la ted  any  p ro v is io n  o f  th is  ch ap te r o r  an y  o th e r p ro v is io n  o f  

s ta te  o r  federal law  m ateria l to  th e  lic e n se ;,

(4 ) fa iled  to  accep t a cc rtif i te as requ ired  bv A S 4 3 .9 0 .2 0 0 (a ) o r  failed to  

san c tio n  the p ro jec t a s  requ ired  bv  A S 43 .9 0 .2 0 0 (b ): o r

_________ (5) o th e rw ise  v io la ted  a  m ate ria l term  o f  the  license.

(b) T he  c o m m iss io n e rs  sha ll p rov ide  w ritten  n o tice  to  the licen see  id en tify in g  

a  l i t ’nse v io la tio n . T h e  co m m iss io n e rs  and th e  licen see  h av e  90  d ay s  a fte r  the da te  

th e  no tice  is issu ed  to  re so lv e  the v io la tio n  inform ally .

(c) T h e  c o m m iss io n e rs  m a y  su sp en d  d isb u rsem en t o f  sta te  m a tch in g  

c o n tr ib u tio n s  to  the licensee  b e g in n in g  o n  the da te  that the no tice  o f  v io la tio n  issued  

u n d e r (b) o f  th is sec tio n  is sen t to  th e  licensee. T h e  co m m iss io n e rs  m ay  re su m e  

d isb u rsem en t on  the da te  that the co m m iss io n e rs  d e te rm in e  that the v io la tion  is cured ,

(d) If  the c o m m iss io n e rs  and  the licensee  are  un ab le  to  re so lv e  the v io la tion  

w ith in  the  lim e sp ec ified  in (b ) o f  th is sec tio n , the  co m m iss io n e rs  sha ll p ro v id e  the 

licensee  w ith  no tice  tha t th e  v io la tio n  h as n o t b een  cu red  and  p ro v id e  th e  o p p o rtu n ity  

fo r the licen see  to  be  heard . I f  a f te r  no tice  and h ea rin g  th e  co m m iss io n e rs  d e te rm in e  

tha t the v io la tio n  has no t been  cu red , the co m m iss io n e rs  shall issue  a w ritten  d ec is io n  

tha t is a  final ad m in is tra tiv e  ac tio n  for p u rp o ses o f  ap p ea l to  the su p e r io r co u rt in the
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state .

(c) I f  the d e te rm in a tio n  issu ed  u n d e r (d) o f  th is sec tio n  finds an  un reso lved  

v io la tio n , the co m m iss io n e rs  m ay  im p o se  one  o r  m o re  o f  the fo llow ing  rem ed ies:

( 1 ) d isco n tin u a tio n  o f  s ta te  m atch in g  co n tr ib u tio n s  u n d e r th is  chap te r;

( 2 ) re co u p m en t o f  sta te  m o n e y  that die licen see  has rece ived  u n d e r this 

ch ap te r to da te , w ith  in te rest, reg a rd le ss  o f  w h e th e r the licensee  has ex p en d ed  o r 

co m m itted  d iat m oney ;

(3) license  revoca tion ;

(4) a ss ig n m en t to th e  sta te  o r  the sta te 's  d esig n ee  o f  all, e n g in ee rin g  d esigns, 

co n trac ts , p e rm its , and  o th e r da ta  y e la ted to  th e  p ro jec t d iat a re  acq u ired  by  the 

licensee  d u rin g  th e  term  o f  the licen se ; and

(5) a n y  o th e r  rem ed ies p ro v id ed  by  law  o r  in equity .

S ec . 4 3 .9 0 .2 4 0 . A b a n d o n m e n t o f  p ro je c t ,  (a) I f  th e  co m m iss io n e rs  and  the 

licen see  ag ree  that the p ro jec t is u n econom ic , the p ro jec t shall be  ab an d o n ed , the 

in d u cem en ts  p ro v id ed  fo r in A S 4 3 .9 0 .1 1 0  te rm in a te , and , ex cep t fo r req u irem en ts  

im po sed  on  the licensee  und e r  (e) o f  th is se c tio n and  A S  4 3 .9 0 .320. the  s ta te  and  die 

licen see  no lo n g e r h ave  an  o b lig a tio n  u n d e r th is  c h a p te r  w ith  re sp ec t to the liccnsq,

(b) I f  the  c o m m iss io n e rs  p n d  the licen see  d o  n o t ag ree  that j h c  p ro jec t is 

un eco n o m ic , the d isag reem en t sh a ll be se ttled  b y  a rb itra tio n  ad m in is te red  by  the 

A m erican  A rb itra tio n  A sso c ia tio n  u n d er (he su b s tan tiv e  and  p ro ced u ra l law s o f  th is 

s ta te , and  ju d g m e n t on  the aw ard  ren d ered  b y  th e  a rb itra to rs  m ay  be  en te red  in a 

su p e r io r co u rt in the state. In the ev en t o f  a rb itra tio n , each  p a rty  shall se lec t an  

a rb itra to r from  the A m erican  A rb itra tio n  A sso c ia tio n ’s N a tio n a l R o ste r and  th e  tw o 

a rb itra to rs  sh a ll ap p o in t a th ird  a rb itra to r from  the A m erican  A rb itra tio n  A sso c ia tio n 's  

N a tio n a l R o sie r w ho  shall se rve  as the ch a ir  o f  th e  th ree -m em b er a rb itra tio n  panel. I f  

the a rb itra tio n  pan e l d e te rm in es  tha t th e  p ro jec t is

( 1) u n eco n o m ic , th e  s ta te  an d  the licen see  n o  lo n g er h ave  an y  

ob lig a tio n  u n d e r th is  ch a p te r  w ith  respec t to  the  license , ex cep t fo r req u irem en ts  

im posed  on  th e  licensee  u n d e r (e) o f  tins sec tio n  and  A S 4 3 .9 0 ,220 ; o r

( 2 ) no t u n eco n o m ic , the o b lig a tio n s  o f  th e  licen see  an d  the s ta te  

co n tin u e  as p ro v id ed  u nder th is ch ap te r and  th e  license.
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(c) T h e  a rb itra tio n  pane l in (b ) o f  th is sec tio n  shall m ake  a d e te rm in a tio n  tha t 

the p ro jec t is u n eco n o m ic  on ly  i f  the pan e l finds that the p a rty  c la im in g  the p ro jec t is 

un eco n o m ic  h as p ro v en  b y  a p rep o n d eran ce  o f  the ev id en ce  that the

(1) p ro jec t d o es  no t have  c red it su p p o rt su ffic ien t to finance 

co n stru c tio n  o f  th e  p ro jec t th ro u g h  firm  transpo rta tion  co m m itm en ts , g o v e rn m en t 

a ss is tan ce , o r  o th e r  ex te rn a l so u rces o f  financing ; and

(2 ) p red ic ted  co sts  o f  tran sp o rta tio n  at a 1 0 0  p e rcen t load  factor, w hen  

d ed u c ted  from  p re d ic te d  gas sa les  rev en u e  u sin g  p u b lic ly  av a ilab le  p red ic tio n s  o f  

fu tu re  gas p ric e s , w o u ld  resu lt in a p ro d u c e r ra te  o f  re tu rn  th a t is b e lo w  the rate  

accep ted  by  a p ru d e n t o il an d  gas ex p lo ra tio n  an d  p ro d u c tio n  co m p an y  fo r 

in crem en ta l u p s tream  in v es tm en t th a t is requ ired  to  p ro d u ce  and  d e liv e r g as  to  the 

pro jec t.

(d ) I f  the s ta te  m ak es a p ay m en t to the licensee  u n d er A S  43 .9 0 .4 4 0 , die 

license  is co n sid e red  ab an d o n ed , an d  the s ta te  and  the licensee  no  lo n g er have  any  

o b lig a tio n s  u n d e r  th is ch ap te r w ith  respec t to  the license , excep t tha t the licen see  m u s t 

c o m p ly  w ith  the

(1) req u irem en ts  im posed  o n  the licensee  u n d e r  A S 4 3 .9 0 .2 2 0  

reg a rd in g  s la te  m o n e y  rece iv ed  b y  the licen see  b e fo re  the license  w as co n sid e red  

ab an d o n ed ; and

(2 ) req u irem en ts  o f  A S 4 3 .9 0 .440 .

(e) I f  the co m m iss io n e rs  and  the  licen see  ag ree  tha t the p ro jec t is u n eco n o m ic

o r  an a rb itra tio n  p a n e l m ak es a final d e te rm in a tio n  tha t th e  p ro jec t is u n eco n o m ic , the 

licen see  sha ll, up o n  the s ta te 's  re q u e s t, jn w s t 'c r  to  th e  s ta te  o r  the sta te 's  d e s ig n e e  al! 

en g in ee rin g  d es ig n s , co n trac ts , p e rm its , and  o th e r  da ta  re la tin g  to th e  p ro jec t th a t a re  

acq u ired  by  the licen see  d u ring  the term  o f  the license  upon  re im b u rsem en t by  th e  

s t a t e p f  the n e t a m o u n t o f  ex p en d itu re s  incu rred  and  p a id  by  the licen see  th a t are 

q u a lif ied  ex p en d itu re s  fo r d ie  p u rp o ses o f  A S  4 3 .9 0 .1 1 0 .

S ee . 4 3 .9 0 .2 5 0 . A la sk a  G a s lin e  In d u c e m e n t A c t c o o rd in a to r ,  (a ) T h e re  is 

c rea ted  in the o ff ic e  o f  th e  g o v e rn o r d ie  p osition  o f  A laska  G aslin e  Inducem en t A ct 

co o rd in a to r. A d m in is tra tiv e  suppo rt fo r the p o sitio n  shall be p ro v id ed  b y  the o ffice  o f  

th e  g o v ern o r. T h e  p osition  sha ll co n tin u e  un til one  y ea r a fte r co m m en cem en t o f

. |9 .
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co m m erc ia l o p e ra tio n s  o f  th e  pro jec t.

(b) T he  g o v e rn o r sha ll ap p o in t a person  to the p o s itio n  o f  A laska  G asline  

In d u cem en t A c t co o rd in a to r. T h e  in d iv id u a l se rv in g  as the A lask a  G aslin e  

In d u cem en t A c t c o o rd in a to r  m ay  b e  rem oved  from  the  p o sitio n  at th e  d isc re tio n  o f  

th e  governor.

See. 4 3 .9 0 .2 6 0 . E x p e d ite d  re v ie w  a n d  a c tio n  b y  s ta te  ag e n c ie s , (a) A  rev iew  

con d u c ted  and  ac tio n  taken  by  a sta e ag en cy  re la tin g  to  the p ro jec t shall be  ex p ed ited  

in a m an n er c o n s is te n t w ith  th e  co m p le tio n  o f  the n ece ssa ry  ap p ro v a ls  in a cco rd an ce  

w ith  th is ch ap te r.

(b) N o tw ith s tan d in g  an y  c o n tra ry  p ro v is io n  o f  law , a s ta te  a g e n c y  m ay  not 

inc lude  in an y  p ro jec t c e rtif ica te , rig h t-o f-w ay , p erm it, o r  o th e r au th o riza tio n  issued  

to  th e  licen see  a term  o r  co n d itio n  tha t is no t requ ired  by  law  i f  the c o o rd in a to r 

d e te rm in es  tha t the term  o r  co n d itio n  w ou ld  p rev en t o r  im p a ir in an y  s ign ifican t 

respec t the ex p e d itio u s  co n stru c tio n  and  opera tion  o r  exp an sio n  o f  th e  p ro ject.

(c) U n less  req u ired  b y  law , a sta te  ag en cy  m ay  n o t add  to , am end , o r  ab ro g a te  

a  c e rtif ic a te , r ig h t-o f-w ay , p e rm it, o r  o th e r a u th o riza tio n  issued  to  a licensee  i f  the 

co o rd in a to r  d e te rm in es  that th e  ac tio n  w ould  p rev en t o r  im p a ir  in an y  s ig n ifican t 

re sp ec t th e  ex p ed itio u s  co n stru c tio n , o p era tio n , o r  ex p an s io n  o f  th e  p ro jec t.

A r tic le  3 . R e s o u rc e  In d u c e m e n t.

Sec. 4 3 .9 0 .3 0 0 . Q u a lif ic a t io n  fo r  re s o u rc e  in d u c e m e n t ,  (a) N o tw ith s tan d in g  

a n y  co n tra ry  p ro v is io n  o f  law , a lessee  o r  o th e r  p erso n  that d em o n s tra te s  to  the 

sa tis fac tio n  o f  the co m m iss io n e rs  th a t the person  h as co m m itted  to  acqu ire  firm  

tran sp o rta tio n  c ap ac ity  in the first b ind ing  o p en  season  o f  the p ro jec t is q u a lified  to 

rece iv e  the re so u rce  in d u cem en t set ou t in A S  4 3 .9 0 .3 1 0  and  4 3 .9 0 .3 2 0  fc r  gas 

p ro d u ced  on  th e  N o rth  S lope  an d  sh ipped  in firm  tran sp o rta tio n  c a p a c ity  a cq u ired  in 

th e  first b in d in g  o p en  seaso n  o f  the p ro jec t. 'I h e  in d u cem en t in A S 4 3 .9 0 .3 1 0  is 

co n trac tu a l.

(b) A g as p ro d u c e r  rece iv in g  a v o u ch e r u n d er A S 4 3 .9 0 .3 3 0  is q u a lified  to  

rece iv e  the re so u rce  in d u cem en ts  in A S 4 3 .9 0 .3 1 0  an d  4 3 .9 0 .3 2 0  fo r the gas sh ip p ed  

in the  firm  tran sp o rta tio n  cap ac ity  d esc rib ed  in  the v o u ch e r fo r the p e rio d  d e sc r ib ed  in 

A S  43 .90 .330 .

D e le te d : (c )  T h e  A laska
G asline Inducem ent A c t  c o o rd in a to r is 
e n title d  to  rece ive  an 
annual sa lary equal to  S tep A , Range 2H, 
o f  the sa lary schedule  set o u t in  

A S  3 9 .2 7 .0 1 1(a) fo r  Juneau.
(d ) T h e  A laska  G asline 

Inducem ent A c t co o rd in a to r s lu l l ,  in  
c o n ju n c tio n  w ith  ' i

the com m iss ioners,
(1 ) co ord in a te  exped itious  

perfo rm ance  o f  a ll a c tiv it ie s  b y  atate
agencies fo r  the  p ro jec t;

(2 )  ensute com p liance  by state 
agencies w ith  the p ro v is io ns  o f  th is
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o f  the fe d e ra l C o o rd in a to r fo r  A laska
N a tura l Gas T ra n spo rta tion  P ro jects  

(2 9  U.S.C . 720d) fo r  na tu ra l gas 

transpo rta tion  1
p ro jec ts  in  the  state.
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Sec. 4 3 .9 0 .3 1 0 . R o y a lty  in d u c e m e n t, (a) B efore the s ta rt o f  the first b in d in g  

o p en  season  to  be co n d u c ted  b y  the licensee , the c o m m iss io n e r o f  na tu ra l reso u rces 

shall ad o p t reg u la tio n s th a tg s ta b lish  u m eth o d  to d e te rm in e  the m o n th ly  va! ae o f  the 

s ta te 's  ro y a lty  sh a re  o f  gas p ro d u c tio n  and  e s ta b lish te rm s u n d e r w h ich  the sta te  w ill 

ex e rc ise  its r ig h t to sw itch  betw een  tak ing  its ro y a lly  in va lue  o r  in k in d  for gas 

co m m itted  fo r firm  tran sp o rta tio n  in  th e  first b ind ing  open  s e a s o n  o f  the p ro jec t o r 

sh ip p ed  in the firm  tran sp o rta tio n  cap ac ity  d escrib ed  in a v o u ch e r rece iv ed  by  the gas 

p ro d u c e r  u n d e r A S 4 3 .9 0 .3 3 0 . T h e  reg u la tio n s m ust

( 1 ) m in im ize  re tro ac tiv e  ad ju s tm en ts  to the m o n th ly  va lu e  o f  the sta te 's  

ro y a lty  sh a re  o f  gas p roduc tion ;

(2 ) p ro v id e  a m ethod  fo r estab lish in g  a fair m arke t v a lu e  for each  

c o m p o n e n t o f  the sla te 's  ro y a lty  gas th a t is based  on  p ric in g  da ta  from  re liab le  and  

w id e ly  av a ilab le  in d u s try  trade p u b lica tio n s and  that u ses  ap p ro p ria te  ad ju s tm en ts  to 

re tlc c t

(A ) d ed u c tio n s  for ac tua l and  reasonab le  tran sp o rta tio n  co sts

for the s ta te ’s ro y a lty  gas. in c lu d in g  a reaso n ab le  sh a re  o f  th e  costs asso c ia ted  

w ith  u nus d  cap ac ity  co m m itm en ts  on gas p ip e lin e s  from  th e  N orth  S lo p e  to 

the first d es tin a tio n  m ark e t w ith  reasonab le  m arket liqu id ity ;

(B ) loca tion  d iffe ren tia ls  b e tw een  th e  d es tin a tio n  m ark e ts  

w here  N o rth  S lope  gas co u ld  be so ld ;

(C ) reasonab le  and  ac tua l co sts  for gas p rocessing ; for p u rp o ses  o f  th is 

su bsec tio n , "a a s  procc-ssine** m ean s  p o st-p ro d u c tio n  trea tm en t o f  gas to  ex trac t 

n a tu ra l eas  liqu ids; and

(D ) d ed u c tio n s  p e rm itted  u n d er the 19K0 R o y alty  S e ttlem en t 

A greem en t for P ru d h o e  B ay  gas; and

( 3 )  e s tab lish  term s u n d er w hich  the s ta te  w i'I ex e rc ise  its au th o rity  to 

sw itch  be tw een  tak ing  its ro y a lty  gas in va lue  a n d  in  k ind  to  en su re  tha t th e  

sta te’s ac tio n s  do  no t u n reaso n ab ly

(A ) cau se  the lessee o r  o th e r perso n  to b ea r d isp ro p o rtio n a te  

tran sp o rta tio n  co sts  w ith  re sp ec t to  the s ta te 's  ro y a lty  gas;

(B ) in te rfe re  w ith  the le ssee 's  o r  o th e r  p e rso n 's  lo n g -te rm
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m ark e tin g  o f  its  p ro d u c tio n .

(b) I f  a  lessee  o r  o th e r  pe rso n  q u a lif ied  fo r re so u rce  indu cem en t u n d e r 

A S  4 3 .9 0 .3 0 0  ag rees u n d e r (c) o f  this sec tio n , the lessee  o r  o th e r  p erso n  is en titled  to 

elcc^

( 1 ) to  ca lc u la te  its gas ro y a lty  o b lig a tio n  u n d er the reg u la tio n s  ad o p ted  

u n d er (a ) o f  th is sec tion  fo r na tu ra l gas tran sp o rted  on a  firm  i u n trac t p d  

e x ecu ted  du rin t: the p ro jec t's  first b in d in g  open  seaso n  o r u n d e r the 

m e th o d o lo g y  set ou t in th e  ex is tin g  leases from  w h ich  the g as is p ro d u ced , and

(A ) up o n  the  request o f  the lessee , th e  c o m m iss io n e r o f  na tu ra l 

re so u rces  sh a ll co n trac tu a lly  am en d  the e x is tin g  lease to e ffec t the e lec tion  

u n d e r  th is p arag rap h  and  inco rpo ra te  as fixed  co n trac t te rm s the re lev an t 

peg u la to ry  p ro v is io n s ; and

(B ) th e  e lec tio n  u n d e r th is su b sec tio n  rem ain s  in e ffec t un til

n ew  reg u la tio n s  are  ad o p ted  as  a re su lt o f  a  rev iew  u n d e r (d  ) o f  th is  sec tio n , at 

w h ich  tim e, a le ssee  o r  o th e r  p erso n  q u a lified  u n d e r A S  4 3 .9 0 .3 0 0  m ay  ch an g e  

its e lec tio n  u n d e r  th is fsu b sec tio n ; upon  the req u es t o f  the lessee, the 

co m m is s io n e r  o f  n a tu ra l re so u rce s  shall co n trac tu a lly  am en d  th e  lease  to  

in co rp o ra te  as f ixed  co n trac t te rm s th e  re lev an t rev ised  reg u la to ry  p ro v is io n s; 

o r

( 2 ) to  e n te r  in to  a  co n trac t w ith  the s ta te  th a t am en d s  the ex is tin g  lease  

te rm s by  p ro v id in g  a  m ech a n ism  tha t en su res  th u trw hen  th e  s ta te  c x c rc iw s  »:> 

rieh t to  sw itch  b e tw een  i.ik ine i t s royalty  in va lu e  o r in k ind  for gas c o m m itted n r 

firm  tran sp o rta tio n  in the first b in d in  open . *c.ison o f  the pro jec t, the  le ssee  ox other 

perso n  shall n o t b e a r  d isp ro p o rtio n a te  tra n sp o rta tion  c i s ts w ith  respec t to  the s ta te 's  

roya lty  gas; an d  /n o d iK in g  th e  req u ired  p e rio d  o f  no tice  that th e  s ta te  inu -t prov ide 

b e fo re  ex e rc is in g  th e  sta te 's  r igh t to  sw itch  b e tw een  tak in g  its ro y a lty  in  v a lu e  o r  in 

k in d  for g as  co m m itted  fo r firm  tran sp o rta tio n  in th e  fu s t  b in d in g  o p en  seaso n  o f  the 

p ro je c t; .

(c ) T o  c la im  the in d u cem en t u n d e r (b ) o f  (his sec tio n , a lessee  or o th e r 

p e rso n  q u a lif ied  u n d er \ S  43 9t) 3<)fi shall ag ree , on  an app lica tio n  fo tm  p ro v id ed  by  

th e  D ep artm en t o f  N atu ra l R eso u rces , that th e  le s see  or o th e r p e rso n , and  th e  le ssee 's
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o r  o th e r p e rso n 's  a ff ilia te s , su ccesso rs , assigns, and  ag en ts  w ill no t p ro tes t o r  appeal a 

filing  by th e  licen see  to  ro ll in ex p an sio n  co sts  o f  the m a in lin e  up  to  a level that is 

req u ired  in A S 4 3 .9 0 .1 3 0 (7 ) . T he  ag reem en t no t to p ro test m a y  n o t p rec lu d e  the 

lessee  o r  o th e r p e rs o n , o r  the le s see ’s o r  o th e r  p e rs o n 's  a ffilia te s , su cce sso rs , ass igns, 

and  a g e n ts  from  p ro te s tin g  a filing  to  ro ll in  m ain line  ex p an sio n  co sts  th a t licensee  is 

no t requ ired  to p ro p o se  and  su p p o rt u n d e r A S  43 .90 .130 (7 ).

(d) T he  co m m iss io n e r  o f  naturul resou rces shall p ro v i 1 :  fo r rev iew  o f  the 

reg u la tio n s  ad o p ted  u nder (a) o f  th is  sec tio n  at least ev e ry  tw o  years a fte r the 

co m m en cem en t o f  co m m erc ia l o p e ra tio n s  to  d e te rm in e  w h e th e r the reg u la tio n s  

co n tin u e  t o j r e e t  d ie  req u irem en ts  o l '( a )  o f  th is se c tio n  u n d e r c u rren t c o n d itio n s , and  

s h a l l T shall am end  the reg u la tio n s  w hen  the req u irem en ts  p ro  no t be in g  m et.

(c) N o  p ro v is io n  o f  th is ch ap te r p rec lu d es the e lec tio n  se t ou t in  (b ) o f  th is  

sec tion , n o r m a y  th e  co m m iss io n e r o f  n a tu ra l re so u rces asse rt an y  p ro v is io n  o f  any  

ex is tin g  lease o r  u n it a g reem en t a s  p rec lu d in g  the e lec tio n s  se t o u t in  (b) o f  th is 

sec tion .

S ec . 4 3 .9 0 .3 2 0 . G a s  p ro d u c t io n  tax  e x e m p tio n , (a ) I f  a p e rso n  q u a lif ied  for 

re so u rce  in d u cem en t u n d e r A S  4 3 .9 0 .3 0 0  ag rees u n d er (c ) o f  th is  sec tio n , th e  perso n  

is en titled  to  an an n u a l ex em p tio n  from  the s ta te’s gas p ro d u c tio n  tax in an  am o u n t 

equa l to the d iffe ren ce  b e tw een  the am o u n t o f  the p e rso n 's  g as p ro d u c tio n  tax  

ob lig a tio n  c a lc u la ted  u n d e r the g as p ro d u c tio n  tax in e ffec t d u rin ^  th a t tax y e a r and 

the  am oun t o f  the p e rso n 's  g as  p ro d u c tio n  tax o b lig a tio n  c a lc u la ted  u n d e r th e  gas 

p ro d u c tio n  tax in e ffec t a t the s ta rt o f  the first b in d in g  o p en  season  h e ld  u n d e r this 

chapte r. I f  th e  d iffe ren ce  is less than  zero . the g as  p ro d u c tio n  tax ex em p tio n  is zero

(b) T h e  e x em p tio n  u n d e r  this sec tio n  m ay  b e  ap p lied  w ith in  th e  1 0  y ears  

im m ed ia te ly  fo llo w in g  c o m m en cem en t o f  co m m erc ia l o p e ra tio n s  and  o n ly  ap p lied  to  

p ro d u c tio n  taxes tha t a rc  lev ied  on  N o rth  S lo p e  g as sh ip p ed  th ro u g h  firm  

tran sp o rta tio n  c a p a c ity  th . jc r s o n  acq u ired  d u ring  the first b ind ing  o p en  seaso n  o r 

sh ip p ed  in th e  firm  tran sp o rta tio n  cap ac ity  desc rib ed  in a vo u ch er rece iv ed  by  the gas 

p ro d u cer u n d e r  A S 4 3 .9 0 .3 3 0 .

(c) T he  perso n  c la im in g  the ex em p tio n  u nder th is sec tio n  shall ag ree  tliat the 

pc. son and  the p e rso n 's  a ff ilia te s , su cce sso rs , ass igns, and  ag en ts  w ill not p ro te s t o r



appea l a  filing  b y  the  licensee  to  ro ll in m ain line  ex p an s io n  costs  up  to the level tha t 

the  licensee  is req u ired  to  p ro p o se  and  suppo rt u n d e r  A S 4 3 .9 0 .1 3 0 (7 ) , d jie  

ag reem en t req u ired  u n d e r th is su b sec tio n  m ay  not p rec lu d e  the p erso n  o r  the p erson 's  

a ffilia te s , su cce sso rs , a ss ig n s, and  agen ts , from p ro te s tin g  a filing  to  ro ll in  m ain line  

ex p an sio n  co sts  th a t the licensee  is n o t requ ired  to p ro p o se  and  su p p o rt u n d e r A S 

4 3 .9 0 .1 3 0 (7 ).

 (d) F o r  p u rp o se s o f  th is sec tio n , “ gas p ro d u c tio n  ta x "  m ean s  the tax on  a a s  in

A S  4 3 .5 5.

S ec . 4 3 .9 0 .3 3 0 . In d u c e m e n t  v o u c h e rs , (a) A  p e rso n  tha t acq u ire s  firm  

tran sp o rta tio n  c ap ac ity  in the first b in d in g  open  seaso n  o f  the p ro jec t, th a t does no t 

h o ld  an o il an d  gas lease on  the N orth  S lope , and th a t is n o t an a ffilia te  o f  a p e rso n  

tha t ho lds an  o il and  gas lease  on  th e  N orth  S lope, m ay  ap p ly  to  the co m m iss io n e rs  

fo r a v o u ch e r u n d e r  th is sec tio n . A  v o u ch e r issued  by  th e  c o m m iss io n e rs  m ust 

d esc rib e  the firm  tran sp o rta tio n  cap ac ity  in the p ro jec t to  w h ich  the v o u ch e r is 

app licab le .

(b) A  v o u c h e r  issued  b y  th e  co m m iss io n e rs  u n d e r th is sec tion  en titles  the 

h o ld e r  o f  the v o u c h e r  to  the re so u rce  inducem en ts  in  A S  4 3 .9 0 .3 1 0  and  4 3 .9 0 .3 2 0  for 

g a s  sh ip p ed  in the firm  tran sp o rta tio n  cap ac ity  acq u ired  b y  the p erso n  ap p ly in g  for 

th e  v o u ch er d u rin g  th e  first b ind ing  open  season  o f  th e  p ro jec t and  d e sc rib ed  in the 

voucher. T h e  v o u ch er m ay  be  tran sfe rred  to a gas p ro d u c e r tha t has a b in d in g  

o b lig a tio n  to se ll g as  to  the p erso n  tran sfe rring  the v o u ch er u n d er a  gas p u rch ase  

ag reem en t.

(c) A gas p ro d u c e r ho ld ing  a v o u ch e r m ay  c la im  the reso u rce  in d u cem en ts  fo r 

gas sh ipped  th ro u g h  the firm  tran sp o rta tio n  c ap ac ity  d e sc rib ed  in the v o u c h e r  and 

o n ly  o n  gas th a t is p ro d u ced  an d  d e liv ered  to  the p u rc h a se r o n  the N orth  S lo p e . A  ga 

p ro d u c e r m a y  c la im  the reso u rce  in d u cem en ts  u n d er th is su b sec tio n  un til the e a rlie r  

o f  th e  te rm in a tio n  o f  th e  b in d in g  gas p u rch ase  ag reem en t o r  the ex p ira tio n  o f  the 

in d u cem en ts  by  o p e ra tio n  o f  law .

(d j I he p e rs o n  th.ii_receiyes a vo u ch er u nder th is  sec tio n , a n d  a g as  p ro d u c e r  tha t 

re c e iv e s  re so u rce  in d u cem ent*  u nder a v o u ch er sh a ll ag re e  th a t th e  p e rs o n  o r  cax  

E L 'd uccr. an d  th e ir re sp ec tiv e  a ff ilia tes -.accesso rs , .t - d v i is j in d  agent*  .uH  not
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p ro te s t o r  ap p ea l a  filinu  bv th e  licen see  to roll in m a in line  ex p an s io n  co sts  up to  the 

level tha t th e  licen see  is req u ired  to p ro p o se  and  su p p o rt u n d e r A S  43 .9 0 .1 3 0 (7 ). The 

au rc c m c n t re q u ire d  u n d e r  th is su b sec tio n  m ay  no t p rec lu d e  the p e rso n  o r  uns p ro d u ce r 

o r  th e ir  re sp e c tiv e  a ffilia tes . su cce sso rs , ass ig n s, o r  a cen ts  from  p ro te s tin e  a  filinu  to 

ro ll in m a in lin e  e x p an sio n  c o s ts  tha t the licen see  is no t req u ired  to p ro p o se  and 

s u p po rt u n d e r  A S  4 3 .9 0 .1 3 0 (7 ).

A r tic le  4 . M isc e lla n e o u s  P ro v is io n s .

S ec . 4 3 .9 0 .4 0 0 . A la sk a  G a s l in e  In d u c e m e n t  A c t m a tc h in g  c o n tr ib u t io n  

fu n d ;  d is b u r s e m e n ts ;  a u d its ,  (a) T h e re  is es tab lish ed  in the g en e ra l fund  an  A lask a  

G as lin e  In d u c e m e n t A ct m a tch in g  co n trib u tio n  fund. T h e  fund c o n s is ts  o f  m o n ey  

a p p ro p r ia ted  to  it b y  the le g is la tu re  fo r d isb u rsem en t to p a y  the s ta te ’s m atch in g  

c o n t; ib u tio n s  u n d e r  A S  4 3 .9 0 .1 1 0 . M o n ey  ap p ro p ria ted  to the fund  m ay  be  spen t fo r 

th e  p u rp o ses  o f  die fund  w ith o u t fu r th e r ap p ro p ria tio n . A p p ro p ria tio n s  to  d ie  fund do 

n o t lap se  u n d e r  A S  3 7 .2 5 .0 1 0 , b u t rem ain  in  the fund fo r fu tu re  d isb u rsem en ts . 

N o th in g  in th is su b se c tio n  c rea te s  a d ed ica ted  fund.

(b) T h e  D ep a rtm en t o f  R ev en u e  shall m an ag e  the fund , and  m a y  in v es t m o n ey  

in  th e  fund so  a s  to  y ie ld  co m p e titiv e  m arket ra tes as p ro v id ed  in A S  ^ 7 .1 0 .0 7 1. 

In co m e ea rn e d  o n  th e  fund  shall be  acco u n ted  for sep a ra te ly  and  m ay  be  ap p ro p ria ted  

an n u a lly  to  the fund.

(c) T h e  co m m iss io n e rs  shall ad o p t reg u la tio n s  that p ro v id e  fo r ap p lic a tio n  to 

re ce iv e  m u lch in g  c o n tr ib u tio n s  fo r q u a lif ied  e x p en d itu re s  a s  p ro v id ed  u n d e r  A S 

4 3 .9 0 .1 1 0 . and  th a t p ro v id e  for p e rio d ic  au d its  o f  the  use  o f  m oney  d isb u rse d  as 

m a tch in g  c o n tr ib u tio n s  u n d e r th is chap te r.

(d) W ith in  10  d ay s a fte r the co n v en in g  o f  each  re g u la r se ss io n  o f  the 

leg is la tu re , the co m m is s io n e rs  sh a ll su b m it to the leg is la tu re  a  rep o rt that lists the 

d isb u rsem en ts  from  the fund d u rin g  the p reced in g  fiscal y e a r w ith  a w ritten  

ju s tif ic a tio n  fo r e a c h  d isb u rse m e n t and  the p ro jec ted  am o u n t o f  m o n e y  tha t w ill b e  

req u ired  fo r co n tr ib u tio n s  in  each  o f  th e  n e x t th ree fiscal years.

S ec . 4 3 .9 0 .4 1 0 . R e g u la t io n s . H ie co m m iss io n e rs  /n a y  jq im lv a d o p t  o r  am en d  

r e g u la t io n s /o r  the  p u rp o se  o f  im p lem en tin g  the p ro v is io n s  o f  th is  ch ap te r. T he

D e le te d :  o f  revenue
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. . .  , , . . . .  ,  (  D e le te d :  clumge
co m m iss io n e r  o i rev en u e  and  the co m m iss io n e r 0 1  n a tu ra l re so u rces m ay  .ad o p t o r  ---------------------------------------------

am en d  reg u la tio n s  ad o p ted  u n d e r au th o rity  o u ts id e  o f  th is ch ap te r as n ece ssa ry  to

im p lem en t the p ro v is io n s  o f  th is chap te r.

S ec . 4 3 .9 0 .4 2 0 . S ta tu te  o f  l im ita t io n s . A  person  m ay  no t b rin g  a  ju d ic ia l 

a c tio n  ch a llen g in g  the co n stitu tio n a lity  o f  th is ch ap te r, o r  the c o n stitu tio n a lity  o f  a 

license  issued  u n d er this ch a p te r  u n less  the ac tion  is co m m en ced  in a co u rt o f  the 

s ta te  o f  co m p e ten t ju r isd ic tio n  w ith in  90  days a fte r  the date  that a licen se  is issued .

See . 4 3 ,9 0 .4 3 0 . In te re s t .  W h en  a  p ay m en t due to the sta te  u n d e r th is ch ap te r 

b eco m es d e lin q u en t, th e  pay m en t bears  in te rest at th e  rate  ap p lic ab le  to a d e lin q u en t 

tax  u n d er A S  43 .05 .225 .

Sec . 4 3 .9 0 .4 4 0 . L ic e n se d  p ro je c t  a s s u ra n c e s , (a) E xcep t as o th e rw ise  

p ro v id ed  in th is  ch ap te r, the sta te  g ran ts  a licensee  ass>’ran ces th a t th e  licen see  has 

ex c lu s iv e  en jo y m en t o f  the in d u cem en t p ro v id ed  u n d e r th is ch ap te r b e fo re  the 

co m m en cem en t o f  co m m erc ia l op era tio n s. If, b efo re  th e  co m m en cem en t o f  

co m m erc ia l o p e ra tio n s , the sia .o  ex ten d s  to  a n o th e r person  p re fe ren tia l ro y a lly  o r  tax 

trea tm en t o r  g ran t o f  s ta te  m o n ey  fo r the p u rp o se  o f  fac ilita ting  the c o n stru c tio n  o f  a 

c o m p e tin g  natu ra l gas p ip e lin e  p ro jec t in th is  sta te , an d  i f  the lic en see  is in 

c o m p lian ce  w ith  th e  req u irem en ts  o f  the  license  and  w ith  the req u irem en ts  o f  s ta te  

and  federal s ta tu te s  and  reg u la tio n s  re lev an t to  the p ro jec t, the licen see  is en titled  to 

p ay m en t from  the s ta te  o f  an am o u n t equal to  th ree  tim es the to tal am o u n t o f  the 

ex p en d itu res  in cu rred  and  paid  b y  the licensee  th a t a re  q u a lif ied  e x p en d itu re s  fo r the 

p u rp o ses  o f  A S  4 3 .9 0 .1 1 0  that the licen see  incu rred  in d e v e lo p in g  the licen see 's  

p ro jec t b e fo re  the da te  that the s ta te  lirs t ex ten d e d  p re fe ren tia l trea tm en t to  an o th e r 

person . I lie p ay m en t u n d e r th is  su b sec tio n  is su b jec t to  ap p rop ria tion . U pon  paym en t 

b y  the s ta te  o f  th e  am o u n t o w ed  u n d er th is sec tio n , tire licen see  sha ll, a t n o  ad d itio n a l 

co s t to  the s ta te , a ss ig n  to  th e  s ta te  o r  the sta te 's  d e s ig n ee  all e n g in e e rin g  d esig n s, 

co n trac ts , p e rm its , and  o th e r d a ta  re la ted  to  the p ro jec t that w ere  a cq u ired  by  the 

lic en see  d u ring  th e  term  o f  th e  license  H ie p av m en i un d er th is su b sec tio n  is in lull 

sa tisfac tio n  o f  all c la im s the licensee  tu .iv  b r in e  in con trac t, to n  o r  o th e r law , related 

to  the events that g ave  rise  to  the paym ent.

(b) In th is sec tion ,
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( 1 ) "co m p e tin g  na tu ra l gas p ip e lin e  p ro jec t"  m ean s a  p ro jec t designed

to acco m m o d a te  th ro u g h p u t o f  m ore  than  5 0 0 ,0 0 0 ,0 0 0  cub ic  feet a d ay  o f  N orth  

S lo p e  gas to  m ark e t;

(2 ) "p re fe ren tia l ro y a lty  o r  tax trea tm en t" does no t include

(A ) the s ta te ’s exerc ise  o f  its righ t to  reso lve  d ispu tes  invo lv ing  

royalties an d  tax es ;.o r

(B ) th e  sta te 's  ex e rc ise  o f  i t s : ight to  m od ify  roya lties as 

au th o rized  b y  law  in e ffec t on  tho e ffec tiv e  dale  o f  this sec tion ; p n d

_________ (3) the rev iew , p rocession  and  fac ilita tion  o f  p e rm its, r iuh ts o f  w avs and

a u th o riza tio n s  bv  s ta te  a u c ncics in co n n ec tio n  w ith  a co m p e tin g  natu ra l uas p ipe line  

p ro jec t shall no t c rea te  an y  o b lig a tio n  on the part o f  the  s ta te  u n d e r th is sec tion . 

 S ec . 4 3 .9 0 .4 5 0 . A ss ig n m e n ts , (a) A  licensee  m ay  tran sfe r all o r p art o f  the

licen se , in c lu d in g  the righ ts  and  ob lig a tio n s aris in g  u n d e r the license , if, a fter 

p u b lish in g  n o tic e  o f  die p ro p o sed  transfer, p rov id in g  no tice  to  the p res id in g  o ff ic e r o f  

each  h o u se  o f  the  leg is la tu re , and  p ro v id in g  a period  not less th an  30  days fo r pub lic  

rev iew  and  co m m en t,

( 1 ) the tra n s fe r  is app roved  in w ritin g  in ad v an ce  by the 

co m m iss io n e rs ; and

(2 ) the tra n s fe r  does no t in crease  o r  d im in ish  th e  o b lig a tio n s  c rea ted  by

th e  license  o r  d im in ish  the lik e lih o o d  o f  su ccess  o f  the p ro jec t o r  th e  net p resen t v a lu e  

o f  the license  *o the state.

(b) N o tu  ith stan d in g  the co m m iss io n e rs ' ap p rova l o f  a tran sfe r o f  a ll o r  part o f  

a  license  u n d e r  (a ) o f  th is sec tion , the tran sfe ro r o f  the license rem ain s su b jec t to  the 

req u irem en ts  o f  A S 4 3 .9 0 .2 2 0  reg a rd in g  all s ta te  m o n ey  received  b y  the  licensee  

b e fo re  th e  e ffec tiv e  da te  o f  the transfer.

(e) A  p e rso n  m ay  tran sfe r that p e rso n 's  rig h ts  to  the roya lty  indu cem en t u nder 

A S  4 3 .9 0 ,3 1 0  and  the gas p ro duc tion  tax e x e m p tio n  u n d e r A S 4 3 .9 0 .3 2 0  on ly  in 

co n n ec tio n  w ith  a sa le  o r  m erg er th a t resu lts  in tran sfe r o f  all d ie  p e rso n 's  asse ts in the 

N orth  S lope , a lo n g  w ith  the p e rso n ’s firm  tran sp o rta tio n  cap ac ity  co n trac ts  in the 

pro jec t.

(d) E x cep t fo r th e  tran sfe r o f  a v o u ch e r to a p ro d u c e r  u n d er A S 43 .9 0 .3 3 0 (b ).

|  D e le te d : i
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a p erso n  re c e iv in g  a v o u ch e r u n d e r A S  4 3 .9 0 .3 3 0  based  on  the p e rso n 's  acq u is itio n  o f  

firm  tran sp o rta tio n  c ap ac ity  in th e  firs t b in d in g  open  seaso n  o f  the p ro jec t m ay  

tran sfe r th e  v o u c h e r  o n ly  i f  the tra n sfe r is in co n n ec tio n  w ith  the p e rm an en t 

ass ig n m en t b y  d ie  p e rso n  o f  1 0 0  per cen t o f  d ie  firm  tran sp o rta tio n  cap ac ity  acqu ired  

in the first b in d in g  open  seaso n  o f  th e  p ro jec t,

Sec. 4 3 .9 0 .4 6 0 . C o n f lic tin g  la w s . N o th ing  in th is  ch ap te r shall be co n stru ed  to 

repeal o r  ab ro g a te  th e  ad m in is tra tiv e , regu la to ry , o r  s ta tu to ry  p ro ced u res  and  

func tions o f  sta te  an d  federal law  g o v ern in g  the d ev e lo p m en t and  o v e rs ig h t o f  a 

p ro jec t.

Sec. 4 3 .9 0 .4 7 0 . S ta te  p ip e l in e  e m p lo y m e n t d e v e lo p m e n t. T he  co m m iss io n e r 

o f  lab o r and  w o rk fo rc e  d ev e lo p m en t shall dev e lo p  a  jo b  tra in ing  p ro g ram  tha t w ill 

p rov ide  tra in in g  fo r A lask an s  in g as p ip e lin e  p ro jec t m anagem en t, co n stru c tio n , 

o p e ra tio n s , m a in ten an ce , and  o th e r  gas p ip e lin e -re la ted  positions.

A r tic le  5 . G e n e ra l  P ro v is io n s .

Sec. 4 3 .9 0 .9 0 0 . D e fin itio n s . In  th is  ch ap te r, u n le ss  the co n tex t o th e rw ise  

requ ires,

( 1 ) "a ffilia te "  m ean s a n o th e r person  th a t co n tro ls , is co n tro lled  by, o r  is 

u n d e r co m m o n  co n tro l w ith  a perso n  and inc ludes a d iv is io n  that o p e ra te s  a s  a 

functional un it;

(2) "A la sk a  G aslin e  In d u cem en t A ct co o rd in a to r"  an d  "co o rd in a to r"  

m ean s  the p e rso n  ap p o in ted  u n d e r A S  4 3 .9 0 .250 ;

 (3) “a m en d ed  c e rtif ic a te"  m ean s  a c e rtif ic a te  o f  p u blic  con', cn ie nce  and

necess ity  is su ed  b v  th e  F edera l E nerttv  R euu la to rv  C o m m iss io n  u n d er au th o rity  o f  the 

A laska  N atu ra l G as tra n sp o r ta tio n  A c t o f  1976 that is am en d ed  to  co m p ly  w itli the 

term s o f  th e  lic e n se . ,

(4) “ ap p lic a n t"  m eans ; p e rso n , o r  g ro u p  o f  p e rso ns that files an  ap p lica tio n 

u n d er this c h a p ter;

(ji) "co m m en cem en t o f  co m m erc ia l o p e ra tio n s"  m ean s  the first How o f  

g as in the p ro jec t th a t gen e ra te s  rev en u e  to the ow ners;

(fi) " co m m iss io n e rs"  m ean s  th e  co m m iss io n e r o f  rev en u e  an d  the 

co m m iss io n e r  o f  n a tu ra l re so u rce s , a c tin g  jo in tly ;
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Q )  "con tro l"  m eans the p o ssessio n  o f  ow n ersh ip  in te rest o r  au th o rity  

su ffic ien t to , d ire c tly  o r  in d irec tly , an d  w h e th e r ac ting  a lo n e  o r  in co n ju n c tio n  w ith  

o th ers , d irec t o r  cau se  the d irec tion  o f  the m anagem en t o r  po lic ie s  o f  a co m p an y , and 

is rebu ttab ly  p resu m ed  i f  die vo tin g  in te rest h e ld  is 1 0  p e rcen t o r  m ore;

(£) "eq u ity  h o lder"  m ean s the

(A ) s to ck h o ld e rs  o f  a co rpo ra tion ;

(B ) m em b ers  o f  a  lim ited  liab ility  com pany ;

(C ) p a rtn e rs  o f  a partn ersh ip ;

(D ) jo in t  v en tu re rs  o f  a jo in t  ven ture;

(E ) m em b ers  o f  a govern m en ta l au th o rity  and  s im ila r p e rso n s;

o r

(F) ho lders  o f  a n v  r-dier en tity  o r  person ;

«

(9) “uas trea tm en t p lan t"  m ean s a facility  dow nstream  o f  the p o in t o f  

p ro duc tion  tha t co n d itio n s  uas and  rem oves n o n -h v d ro ca rb o n  su bstances from  the 

gas for th e  pu rp o se  o f  rendering  the gas a ccep tab le  fo r ten d er and  accep tan ce  into 

a gas p ip e lin e  system ;

0 0 ) "g o v ern in g  body" m ean s a  co rp o ra tio n 's  b oard  o f  d irec to rs , a 

lim ited  liab ility  co m p an y 's  m an ag in g  m em b ers , a p a rtn e rsh ip 's  g en e ra l p a rtn e rs , a 

jo in t  v en tu re r’s jo in t ven tu re rs , a g o v ernm en ta l au th o rity ’s b oard  o r  co u n c il m em bers, 

and  s im ila r e n t i t i e s ; ,

(,1 1 ) "lease" m ean s an o il and  gas o r g as lease  issued  by  th is sta te ;

Cl 2 ) " lessee"  m ean s a perso n  that ho lds a w o rk in g  in terest in  an  o il and 

gas o r  gas lease  issued  by  th is sta te ;

Q 3 )  " license" m eans a license  issued  u n d e r th is chap te r;

C H ) " licen see"  m ean s the h o ld e r  o f  a license  issued  u n d e r th is ch ap te r 

an d  ad  a ff ilia te s , su cce sso rs , ass ig n s, and  ag en ts  o f  the ho lder;

 15) "ne t p resen t va lue” incan> the d isco u n ted  va lue  o f  a  fu ture

s tream  >f ca sh  flo w

Clb) "N o rth  S lope" m ean s that p art o f  th e  s ta te  that lies N o rth  o f  6 8  

d eg rees  N orth  la titude;

( Deleted: 5

D e le te d : 6

D e le te d : (7) "gas processing" means 
the treatment o f gas downstream o f the 

point o f  production to extract natural 
gas liquids;

I D e le te d : 8
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(,17) "o p en  season" m eans the p ro c e ss  tha t com p lies  w ith  18 C .F .R .

P a rt 157, S u b p a rt B  (O pen  S easo n s  fo r A lask a  N atu ra l G as T ran sp o rta tio n  P ro jec ts);

 (18 ) “ p o in t o f  p ro d u c tio n ” has m ea n intt se t forth  in  A S 4 3 .5 5 .9 0 0 (2 0 ).

Q 9 )  "p ro jec t"  m ean s  a n a tu ra l g as  p ip e lin e  p ro jec t a u th o rized  u n d e r a 

license  issu ed  u n d e r  th is chap te r;

 (2 0 ) "p ro p rie ta ry "  m ean s  th a t thv. in fo rm atio n  is  trea ted  bv the

ap p lican t as co n fid en tia l and  the p u b lic  d isc lo su re  o f  that in fo rm atio n  w o u ld 

ad v e rse ly  a ffec t th e  co m p e titiv e  p o s itio n  o f  the app lican l, o r m a te ria lly  d im in ish  the 

c o m m e rc ial va lu e  o f  die in fo rm a tio n  to th e  app lican t.

(2 J1) " reco u rse  rates" m ean s  c o s t-b a sed  ra te s  w ith  a m in im u m  and  

m ax im u m  ran g e  that are ap p ro v ed  b y  the F edera l E n erg y  R eg u la to ry  

C o m m iss io n , the R eg u la to ry  C o m m iss io n  o f  A lask a , o r  the N a tio n a l E n erg y  B o ard  o f  

C an ad a , a s  a p p ro p ria te , and  se t o u t in  the p ip e lin e 's  tariff; " reeo u rse  ra tes"  in c lu d es  

o n ly  those  ra tes  tha t the p ip e lin e  m u s t m a k e  av a ilab le  to  all sh ip p e rs;

(2 2 ) "san c tio n "  m ean s financ ia l co m m itm en ts  to go  fo rw ard  w ith  the 

p ro jec t a s  ev id en c ed  by  en te r in g  in to  firm , financ ia l co m m itm en ts  o f  a t leas t 

S I ,0 0 0 ,0 0 0 , 0 0 0  w ith  th ird  p arties;

(23) " tra d e  secre t”  has the m ean in g  se t forth  in A S  45 .5 0 .9 4 0 (3  ).

(2J )  "u n d e r  co m m o n  co n tro l w ith "  h as  the m ean in g  g iv en  "co n tro l"  in

th is  sec tio n ;

(2 5 ) "u n it a g reem en t"  m ean s  an  ag reem en t ex ecu ted  by  the w o rk in g  

in te re s t o w n ers  an d  ro y a lty  o w n e rs  c rea tin g  the unit.

Sec. 4 3 .9 0 .9 9 0 . S h o r t  t i t le . T h is  c h a p te r  m ay  be  c ited  as the A lask a  G aslin e  

In d u cem en t A ct.

k S ec . 2. A S 3 6 .3 0 .8 5 0 (b ) is am en d e d  b y  a d d in g  a new  p a rag rap h  to  read :

(45 ) co n tra c ts  fo r an  a rb itra tio n  p an e l to d e te rm in e  w h e th e r a  p ro jec t is 

u n eco n o m ic  u n d e r A S  4 3 .9 0 .2 4 0 , and  c o n trac ts  for th e  d ev e lo p m en t o f  ap p lic a tio n  

p ro v is io n s  fo r licen su re  an d  for th e  ev a lu a tio n  o f  th o se  ap p lica tio n s  u n d e r  A S  4 3 .9 0 .

' S e c . 3. A S  3 9 .2 5 .1 10 is am en d ed  b y  a d d in g  a n ew  p arag raph  to  read :

(41 ) th e  A la sk a  G aslin e  In d u cem en t A ct co o rd in a to r a p p o in te d  u n d e r 

A S  4 3 .9 0 .2 5 0 .

D e le te d : (1 4 ) "N o r th  Slope
gas" me aits natural gas produced on the 

N o rth  1
Slope;
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* S ec . 4 . A S 4 0 .2 5 .1 2 0 (a ) is am en d e d  to  read:

(a) E v ery  p e rso n  lias a r igh t to in sp ec t a p u b lic  reco rd  in  the s ta te , inc lud ing  

p u b lic  records in re co rd e rs ' o ffices , excep t

( 1 ) reco rd s o f  vita l sta tis tic s  and  ad o p tio n  p ro ceed in g s , w h ich  shall be 

trea ted  in the m a n n e r  requ ired  by  A S  18.50;

(2 ) reco rd s  p e rta in in g  to ju v e n ile s  u n less  d isc lo su re  is au th o rized  by

law ;

(3) m ed ica l an d  re la ted  pub lic  health  reco rds;

(4) reco rd s  req u ired  to  be k ep t con fid en tia l b y  a federal law  o r  

reg u la tio n  o r  b y  sta te  law ;

(5 ) to  the  e x te n t the reco rd s  a re  req u ired  to  b e  k ep t con fid en tia l u n d e r 

2 0  U .S .C . 1232g an d  the reg u la tions adop ted  u n d e r 2 0  U .S .C . 1232g in  o rd e r  to  

secu re  o r  re ta in  federa l ass istance ;

( 6 ) reco rd s o r  in fo rm atio n  co m p iled  fo r law  en fo rcem en t p u rp o se s , bu t 

o n ly  to  th e  e x te n t th a t the p ro d u c tio n  o f  the law  e n fo rcem en t reco rd s o r  in fo rm ation

(A ) co u ld  rea so n ab ly  be  ex p ec ted  to  in te rfe re  w ith  en fo rcem en t 

p roceed ings;

(13) w o u ld  d ep riv e  a p e rso n  o f  a r igh t to a fa ir trial o r  an 

im p artia l ad ju d ica tio n ;

(C ) co u ld  rea so n ab ly  be  ex p ec ted  to  c o n stitu te  an  u n w arran ted  

in v as io n  o f  the p e rso n a l p riv acy  o f  a su sp ec t, d e fen d an t, v ic tim , o r  w itness;

(D ) co u ld  re a so n co ly  be ex p ec ted  to  d isc lo se  the iden tity  o f  a 

co n fid en tia l so u rce :

(E ) w ou ld  d isc lo se  co n fid en tia l tech n iq u es and  p ro ced u res for 

law  en fo rcem en t in v es tig a tio n s  o r  p ro secu tio n s ;

(F ) w o u ld  d isc lo se  g u id e lin es  for law  en fo rcem en t 

in v es tig a tio n s  o r  p ro secu tio n s  i f  th e  d isc lo su re  co u ld  rea so n ab ly  be  ex p ec ted  to 

risk  c ircu m v en tio n  o f  th e  law ; o r

( ( i)  c o u ld  rea so n ab ly  be ex p ec ted  to  e n d a n g e r  the life  o r 

p h y sica l sa fe ty  o f  an  in d iv id u a l;

(7) nam es , ad d resses, an d  o th e r  in fo rm atio n  id en tify in g  a p e rso n  as a



p a rtic ip an t in the A la sk a  H ig h e r E d u ca tio n  S av ings T ru s t u n d e r A S 14.40.802 o r  the 

ad v an ce  co lle g e  tu itio n  sav ings p ro g ram  u n d er A S 14.40.803 - 14 .40 .817;

(8 ) p u b lic  reco rd s  co n ta in in g  in fo rm a tio n  that w o u ld  d isc lo se  o r  m igh t 

lead  to  the d isc lo su re  o f  a co m p o n en t in  the p ro cess  u sed  to ex ecu te  o r ad o p t an  

e lec tro n ic  s ig n a tu re  i f  the d isc lo su re  w o u ld  o r  m ig h t c au se  th e  e lec tro n ic  sig n a tu re  to 

cea se  b e in g  u n d e r  th e  so le  co n tro l o f  the person  using  it;

(9) rep o rts  su b m itted  u n d e r  A S 0 5 .2 5 .0 3 0  con ce rn in g  certa in  

co llis io n s , a cc id en ts , o r  o th e r  c a su a ltie s  in v o lv in g  boats;

( 1 0 ) reco rd s  o r  in fo rm atio n  p e rta in in g  to a p lan , p rog ram , o r 

p ro ced u re s  fo r es tab lish in g , m ain ta in in g , o r  re s to rin g  secu rity  in d ie  sta te , o r  to  a 

d e ta iled  d e sc r ip tio n  o r  ev a lu a tio n  o f  sy s tem s , fac ilities, o r  in fra s tru c tu re  in the sta te , 

b u t o n ly  to  the ex ten t tha t die p ro d u c tio n  o f  the reco rd s o r  in fo rn ia ‘' ' , n

(A ) co u ld  re a so n ab ly  be ex p ec ted  to in te rfe re  w ith  die 

im p lem en ta tio n  o r  en fo rcem en t o f  the secu rity  p lan , p ro g ram , o r  p ro ced u res;

(B ) w o u ld  d isc lo se  con fid en tia l g u id e lin es  fo r in v es tig a tio n s o r 

e n fo rc e m e n t an d  d ie  d isc lo su re  co u ld  rea so n ab ly  be ex p ec ted  to risk  

c ircu m v en tio n  o f  th e  law ; o r

(C ) co u ld  rea so n ab ly  be  ex p ec ted  to en d an g er th e  life o r 

p h y sica l sa fe ty  o f  an  in d iv idua l o r  to  p resen t a  rea l and  su bstan tia l risk  to  the 

p u b lic  h ea lth  a n d  w elfare ;

( 1 1 ) th e  w ritten  no tifica tio n  reg a rd in g  a p ro p o sed  reg u la tio n  p ro v id ed  

u n d e r  A S  2 4 ,2 0 .1 0 5  to d ie  D epartm en t o f  L aw  and  the affec ted  s ta te  a g en cy  and 

co m m u n ic a tio n s  b e tw een  th e  L eg is la tiv e  A ffa irs  A g en cy , the D ep artm en t o f  L aw . 

a n d  the a ffec ted  s ta te  a g e n c y  u n d e r A S  2 4 .2 0 .105j

(12 ) r e c o r d s  th a t  a re

(A ) p r o p r ie ta r y ,  p r iv ile g e d  o r  a  t r a d e  s e c re t in  a c c o rd a n c e  w ith  

AS 4 3 .9 0 .1 5 0  o r  A S  4 3 .9 0 .2 2 0 (d );

(B ) a p p lic a t io n s  th a t  a r e  re c e iv e d  u n d e r  A S 4 3 .90 .120  - 

4 3 .9 0 .1 4 0  u n ti l  n o tic e  Is p u b lis h e d  u n d e r  A S 43.90.1(i().

* S ec . 5 . T h e  u n co d if ied  law  o f  the S ta te  o f  A laska  is am ended  b y  a d d in g  a new  

sec tio n  to  lead :



F IR S T  R E Q U E S T  F O R  A P P L IC A T IO N S  F O R  T H E  L IC E N S E . It is the in ten t o f  

the leg is la tu re  tha t the first req u es t fo r ap p lica tio n s  fo r the license  by  the co m m iss io n e rs  

u n d e r A S 4 3 .9 0 .1 2 0 , en ac ted  b y  sec. 1 o f  th is A ct, be issued  w ith in  90  d ay s a f te r  the 

e ffec tiv e  date  o f  th is  A ct.

* S ec . 6 . T he  u n co d if ied  law  o f  the S ta te  o f  A lask a  is am ended  by  a d d in g  a n ew  

sec tio n  to read:

E X P E D IT E D  C O N S ID E R A T IO N  O F  C O U R T  C A S E S . It is th e  in ten t o f  th e  

leg is la tu re  that the c o u rts  o f  the s ta te , w hen  co n sid e rin g  a c ase  re la ted  to  the d ev e lo p m en t 

and  c o n stru c tio n  o f  a na tu ra l g as  p ip e lin e  undci .'tis  A c t o r  to  the co m m itm e n t o f  a 

sh ip p e r  to  acq u ire  firm  tran sp o rta tio n  cap ac ity  d u rin g  the first b in d in g  o p en  seaso n  fo r a 

p ro jec t d ev e lo p ed  u n d e r  th is A ct, ex p ed ite  th e  re so lu tio n  o f  the ca se  b y  g iv in g  the case  

p rio rity  o v e r all o th e r  c iv il c a se s  to  th e  e x te n t p e rm itted  u n d e r the A la sk a  R u les o f  C ou rt.

* S ec . 7 . T he  u n co d if ied  law  o f  the S ta te  o f  A lask a  is am ended  by  a d d in g  a new  

sec tio n  to  read:

S E V E R A B IL IT Y . U n d er A S 0 1 .1 0 .0 3 0 , i f  a n y  p ro v is io n  o f  th is A ct, o r  the 

ap p lica tio n  o f  it to  a n y  perso n  o r  c ircu m stan ce , is h e ld  invalid , the re m a in d e r  o f  th is  A ct 

and  th e  ap p lica tio n  to  o th e r p e rso n s  o r  c ircu m stan ces  a re  no t a ffec ted .

Sec . 8 . A S  3 8 .0 5 .0 2 0 (b ) is am en d ed  b v  ad d in c  a new  para i’raoh to  re a d :

( 1 0 ) ex e rc ise  the po w ers and  do  the  ac ts  n ece ssa ry  to  e a rrv  ou t the p ro v is io n s  and  

o b jec tiv es  o f  A S  4 3 .9 0  tha t re la te  to  th is ch ap te r:

S ee . 9. T h is  A ct tak es e ffec t im m ed ia te ly  u n d er A S  0 1 .10 .070 (c).
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Rolled in Rates 
Question has been answered

— IWI !♦ — • '» »  — « ■ « !

• Fair
-  O n e  s e r v i c e ,  o n e  p r i c e .  N o t  a  s u b s i d y !

-  C a n a d i a n  p i p e l i n e s  a n d  s h i p p e r s  a p p l y  t h i s  m e t h o d o l o g y

-  U S  m a r k e t  d i d  l i k e w i s e  u n t i l  p i p e l i n e  g r i d  a d e q u a t e l y  m a t u r e d

• Effective
-  A l b e r t a  e x a m p l e :  r o u g h l y  7 5  T c f  o f  k n o w n  r e s e r v e s  h a s  b e c o m e  

o v e r  2 0 0  T c f  o f  p r o d u c t i o n  w i t h  t h a t  m u c h  m o r e  y e t  t o  b e  

p r o d u c e d

• Required
-  F r o n t i e r  b a s i n  d e v e l o p m e n t  r e q u i r e s  d i f f e r e n t  m e t h o d o l o g y  t h a n  

d e v e l o p e d  s u p p l y  b a s i n

-  F E R C  r e c o g n i z e d  t h i s  w h e n  i t  e s t a b l i s h e d  t h e  r o l l e d - i n  r a t e  

p r e s u m p t i o n

The A l a s ka  G a s l i n e  I n d u c e m e n t  Act

2



Summary of economics of n  

AGIA rolled-in rate provisions/^-
^  ..—  The A l a s k a  G as l i n e  I n d u c e m e n t  Act

•  A G I A  r o l l e d - i n  r a t e s  p r o m o t e  c o m p e t i t i o n ,  

e x p l o r a t i o n  a n d  d e v e l o p m e n t .

•  R o l l e d - i n  r a t e s  a r e  i n  t h e  s t a t e ’ s  i n t e r e s t  g i v e n  

u n c e r t a i n t y  o f  w h e r e  e x p a n s i o n  g a s  w i l l  c o m e .

•  D e s p i t e  p r o t e s t s  t o  t h e  c o n t r a r y ,  t h e  o b j e c t i v e  

e v i d e n c e  i n d i c a t e s  t h a t  r o l l e d - i n  r a t e s :

-  i m p o s e  r e l a t i v e l y  m o d e s t  c o s t s  o n  P r o d u c e r s

-  a r e  s i g n i f i c a n t l y  o f f - s e t  b y  A G I A ’ s  $ 5 0 0 M

-  a r e  u n l i k e l y  t o  a f f e c t  P r o d u c e r  d e c i s i o n s  t o  s h i p



Rolled-in Rates 
W h a t  They Are - Illustration

I n i t i a l  C o s t  

$ 1 0 0

E x p a n s i o n  C o s t  

$ 3 0

E x p a n s i o n  C o s t  

$ 3 0

T h r o u g h p u t

1 0 0

E x p .  T h r o u g h p u t  

1 8

E x p .  T h r o u g h p u t

1 8

The A l a s k a  G a s l i n e  I n d u c e m e n t  Act

I n i t i a l  T o l l

$ 1 0 0 / 1 0 0  

=  $ 1 . 0 0 / u n i t

R o l l e d  i n  T o l l

$ ( l  0 0 + 3 0 ) / (1 0 0 + 1 8 )

=  $ 1 . 1 0 / u n i t

I n c r e m e n t .  T o l l  

$ 3 0 / 1 8  u n i t  

=  $ 1 . 6 7 / u n i t

4



Tariff Effects of Expansions 
FERC-L48 Rate Policy ($5.50)

* .(

The A l a s ka  G as l i n e  I n d u c e m e n t  Act
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Tariff Effects of Expansions 
FERC-L48 Rate Policy ($5.50)

Cl L o w e r - 4 8  F E R C  p o l i c y ,  I n i t i a l  S h i p p e r s '  R a t e s  

□ L o w e r - 4 8  F E R C  p o l i c y ,  1 s t  E x p a n s i o n  ( 2 0 1 8 )  S h i p p e r s '  R a t e s
3.50
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I  2 .50
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c
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. >
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* ./
: r

2016 2017 2018  2019  20 2 0  2021

I I I '
2022 2023  2024 2025  2026

A s s u m e s  $ 5 .5 0  r e a l  C h i c a g o  g a s  p r i c e s

The A l a s ka  C&sl ine I n d u c e m e n t  Act



I STariff Effects of Expansion 
FERC-L48 Rate Policy ($5.50)

The A l a s k a  G as l i n e  In

H  L o w e r - 4 8  F E R C  p o l i c y ,  I n i t i a l  S h i p p e r s '  R a t e s  
□ L o w e r - 4 8  F E R C  p o l i c y ,  1 s t  E x p a n s i o n  S h i p p e r s '  R a t e s  ( 2 0 1 8 ) 
B  L o w e r - 4 8  F E R C  p o l i c y ,  2 n d  E x p a n s i o n  S h i p p e r s '  R a t e s  ( 2 0 2 1 )
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A s s u m  js  $ 5 .5 0  r e a l  C h i c a g o  g a s  p r i c e s

u c e m e n t  Act
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Tariff Effects of Expansions a  
FERC-L48 Rate Policy ($5.50)

The A l a s k a  G a s l i n e  I n d u c e m e n t  Act

m  L o w e r - 4 8  F E R C  p o l i c y ,  I n i t i a l  S h i p p e r s ’ R a t e s  
m  L o w e r - 4 8  F E R C  p o l i c y ,  1 s t  E x p a n s i o n  S h i p p e r s '  R a t e s  ( 2 0 1 6 ) 
■ L o w e r - 4 8  F E R C  p o l i c y ,  2 n d  E x p a n s i o n  S h i p p e r s '  R a t e s  ( 2 0 2 1 ) 
□ L o w e r - 4 8  F E R C  p o l i c y ,  3 r d  E x p a n s i o n  S h i p p e r s '  R a t e s  ( 2 0 2 3 )

3.50

A s s u m e s  $ 5 .5 0  r e a l  C h i c a g o  g a s  p r i c e s



AGIA vs. FERC-L48 
Rate Policies ($5.50)

The A l a s k a  G a s l i n e  I n d u c e m e n t  Act

a)3
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AGIA vs. FERC-L48 
Rate Policies (cont) ($5.50)

SI A G IA  policy , In itia l, 1st and 2nd S h ip p ers ' R ates  

S  A G IA  policy , 3rd E xpans ion  S h ip p ers ' Rates (2023)
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Exploiation economics 
AGIA vs. FERC policy

The A l a s k a  G as l i n e  I n d u c e m e n t  Act

C

W i t h o u t  r o l l e d - i n  r a t e s  i t  i s  u n l i k e l y  t h a t  3 r d  

( l o o p e d )  e x p a n s i o n  w i l l  o c c u r .

E x p e c t e d  v a l u e  o f  g e n e r i c  p r o s p e c t  i s  v e r y  

n e g a t i v e  u n d e r  i n c r e m e n t a l  r a t e  t r e a t m e n t :

- $ 1 5 . 7  m i l l i o n  f o r  O C S  p r o s p e c t  

- $ 1 9 . 7  m i l l i o n  f o r  o n s h o r e  p r o s p e c t

E x p e c t e d  v a l u e  o f  g e n e r i c  p r o s p e c t  i s  p o s i t i v e  

u n d e r  A G I A  r a t e  t r e a t m e n t :

$ 1 8 . 1  m i l l i o n  f o r  O C S  p r o s p e c t  

$ 6 . 4  m i l l i o n  f o r  o n s h o r e  p r o s p e c t

11



Exploration economics 
AGIA vs. FERC  policy (cont.)

The A l a s k a  G as l i n e  I n d u c e m e n t  Act

•  W i t h o u t  r o l l e d - i n  r a t e s  i t  i s  u n l i k e l y  t h a t  2 n d  

e x p a n s i o n  ( f u l l  i n - f i l l  c o m p r e s s i o n )  w i l l  o c c u r .

•  E x p e c t e d  v a l u e  o f  g e n e r i c  o n s h o r e  p r o s p e c t  i s  

n e g a t i v e  u n d e r  i n c r e m e n t a l  r a t e  t r e a t m e n t :

$ 4 . 1  m i l l i o n  f o r  O C S  p r o s p e c t  

- $ 4 . 6  m i l l i o n  f o r  o n s h o r e  p r o s p e c t

•  E x p e c t e d  v a l u e  o f  g e n e r i c  p r o s p e c t  ( b o t h  o n  a n d  

o f f s h o r e )  i s  p o s i t i v e  u n d e r  A G I A  r a t e  t r e a t m e n t :

$ 2 9 . 5  m i l l i o n  f o r  O C S  p r o s p e c t  

$ 1 4 . 9  m i l l i o n  f o r  o n s h o r e  p r o s p e c t

1 2



State Revenue, AGIA 
Rate Provisions: Summary

 —  -----------  —  The A l a s k a  G a s l i n e  I n d u c e m e n t  Act

•  S t a t e  r e v e n u e  f r o m  a n  e x p a n s i o n  d e p e n d s  o n  

w h e r e  t h e  g a s  c o m e s  f r o m

-  S t a t e  l a n d s :  1 2 . 5 %  r o y a l t y  +  P P T

-  F e d e r a l  l a n d s :  1 / 2  f e d .  r o y r l t y  +  P P T

-  O u t e r  C o n t i n e n t a l  S h e l f  ( O C S ) :  0 %  r o y a l t y ,  n o  P P T

•  W e  d o n ’ t  k n o w  f r o m  w h e r e  g a s  f o r  a  g i v e n  

e x p a n s i o n s  w i l l  c o m e

•  G i v e n  s u c h  u n c e r t a i n t y  i t  t u r n s  o u t  t h a t  t h e  s t a t e  

i s  c l e a r l y  b e t t e r  o f f  w i t h  A G I A ’ s  r o l l e d - i n  r a t e  

p r o v i s i o n s



State Revenue: Background 
To Scenarios ($5.50 gas)
n ■■■ —— — --------- The A l a s ka  G a s l i n e  I n d u c e m e n t  Act

•  B a s e  C a s e :  4 . 5  B c f / d a y ,  p i p e l i n e  t o  A l b e r t a ,  2 0 1 6

-  I n i t i a l  t a r i f f  o f  $ 1 . 9 6  ( i n c l u d e s  G T P )

•  1 s t  E x p a n s i o n :  1  B c f ,  i n f i l l  c o m p r e s s i o n ,  2 0 1 8

-  C a p i t a l  c o s t  o f  $ 1 . 1  b i l l i o n

-  T a r i f f  o f  $ 1 . 9 6

•  2 n d  E x p a n s i o n :  1  B c f ,  i n f i l l  c o m p r e s s i o n ,  2 0 2 1

-  C a p i t a l  c o s t  $ 2 . 1  b i l l i o n

-  T a r i f f  o f  $ 2 . 9 3 / $ 2 . 1 0  f o r  i n c r e m e n t a l / r o l l e d - i n  r a t e  t r e a t m e n t

•  3 r d  E x p a n s i o n :  1  B c f ,  l o o p i n g ,  2 0 2 3

-  C a p i t a l  c o s t  $ 4 . 1  b i l l i o n

-  T a r i f f  o f  $ 3 . 5 6 / $ 2 . 4 7  f o r  i n c r e m e n t a l / r o l l e d - i n  r a t e  t r e a t m e n t

N o t e :  V o l u m e s  r e p o r t e d  a t  p i p e  i n l e t ;  

r a t e s  i n c l u d e  f u e l  1 4



State Revenue: Background 
To Scenarios ($5.50 gas)

C a s e  A :  “ S t a t e  g a s  f i r s t ”

1 s t  b c f  f r o m  s t a t e  l a n d s  ( 2 0 1 8 )  

2 n d  b c f  f r o m  N P R - A  ( 2 0 2 1 )

3 r d  b c f  f r o m  O C S  ( 2 0 2 3 )

C a s e  B :  “ S t a t e  g a s  s e c o n d ”

1 s t  b c f  f r o m  N P R - A  ( 2 0 1 8 )

2 n d  b c f  f r o m  s t a t e  l a n d s  ( 2 0 2 1 )  

3 r d  b c f  f r o m  O C S  ( 2 0 2 3 )

C a s e  C :  “ S t a t e  g a s  l a s t ”

1 s t  b c f  f r o m  O C S  ( 2 0 1 8 )

2 n d  b c f  f r o m  N P R - A  ( 2 0 2 1 )

3 r d  b c f  f r o m  s t a t e  l a n d s  ( 2 0 2 3 )

The A l a s ka  G as l i n e  I n d u c e m e n t  Act
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State Revenue, AGIA Rates:
All Expansions Occur
, , — .................  T h i  A l a s ka  G a s l i n e  I n d u c e m e n t  Act

• Without rolled-in rates it is very unlikely 
all expansions would occur. But if they did:

[AGIA revenue] - [L48 FERC revenue] =

S t a t e  N P V 5  d i f f e r e n c e ,  $ 2 0 0 7  ( b i l l i o n )

C a s e  A C a s e  B C a s e  C E x p e c t e d

S t a t e  g a s  f i r s t  S t a t e  g a s  2 n d  S t a t e  g a s  l a s t V a l u e

$ 3 . 5 0 ( 0 . 9 1 ) ( 0 . 7 9 ) 0 . 1 5 ( 0 . 5 2 )

$ 5 . 5 0 ( 0 . 7 5 ) ( 0 . 5 8 ) 0 . 2 5 ( 0 . 3 6 )

$ 7 . 0 0 ( 0 . 7 1 ) ( 0 . 5 2 ) 0 . 0 5 ( 0 . 3 9 )

16



State Revenue, AGIA Rates: 
No Looping

N.J

The A l a s k a  G as l i n e  I n d u c e m e n t  Ac t

Without rolled-in rates it is very l i k e l y  the 
last expansion w o n’t occur. If it doesn’t: 

[AGIA revenue] - [L48 FERC revenue] =

S t a t e  N P V s  d i f f e r e n c e ,  $ 2 0 0 7  ( b i l l i o n )

C a s e  A C a s e  B C a s e  C E x p e c t e d

S t a t e  g a s  f i r s t  S t a t e  g a s  2 n d  S t a t e  g a s  l a s t V a l u e

$ 3 . 5 0 ( 1 . 1 3 ) ( 1 . 0 5 ) 0 . 8 5 ( 0 . 4 4 )

$ 5 . 5 0 ( 0 . 7 4 ) ( 0 . 6 5 ) 3 . 3 0 0 . 6 4

$ 7 . 0 0 ( 0 . 5 6 ) ( 0 . 4 6 ) 5 . 0 0 1 . 3 3

17



State Revenue, AGIA Rates: 
No Looping, No Full in-fill

• Without rolled-in rates it is l i k e l y  n e i t h e r  

2 n d  nor 3 r d  expansion occur. If they don’t: 

[AGIA revenue] - [L48 FERC revenue] =

S t a t e  N P V 5  d i f f e r e n c e ,  $ 2 0 0 7  ( b i l l i o n )

C a s e  A C a s e  B C a s e  C E x p e c t e d

S t a t e  g a s  f i r s t  S t a t e  g a s  2 n d  S t a t e  g a s  l a s t V a l u e

$ 3 . 5 0  1 . 7 1 1 . 6 7 2 . 1 8 1 . 8 5

$ 5 . 5 0  5 . 6 3 5 . 5 7 6 . 2 8 5 . 8 3

$ 7 . 0 0  8 . 5 1 8 . 4 5 9 . 2 7 8 . 7 5

The A l a s k a  G a s l i n e  I n d u c e m e n t  Act
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Producer Upstream Returns 
Base case cost = $20.5B
...... . The A l a s k a  G a s l i n e  I n d u c e m e n t  Ac t  —

N P V 1 0  ( $ B )  I R R  P / I  N P V 1 0  p e r  B O E

$ 4 . 0 0 6 . 1 3 9 . 7 % 4 . 3 $ 0 . 7 4

$ 5 . 5 0 1 2 . 1 6 2 . 9 % 7 . 5 $ 1 . 4 6

$ 7 . 0 0 1 7 . 8 7 9 . 2 % 1 0 . 5 $ 2 . 1 5

P r i c e s  a r e  r e a l ,  $ 2 0 0 7 ,  e s c a l a t i n g  a t  2 % / y e a r

19



Worst-Case Producer 
Effects of AGIA Rates

• The following shows Producer upstream 
investment measures given the three 
expansions under the “worst case” of no 
producer gas in any of the expansions.

N PVm  ( S B )  I R R  P/ j  NPV in  p e r  B O E  %  A N P V  A I R R  %  A P/I
$ 4 .0 0  5 .8  3 9 .6 %  4 .1  $ 0 .7 0  -5 .4 %  - 0 .1 0 %  -4 %

$ 5 . 5 0  1 1 .7  6 2 .8 %  7 .3  $ 1 .4 1  -3 .3 %  - 0 .1 0 %  -3%

$ 7 . 0 0  1 7 .4  7 9 .0 %  1 0 .3  $ 2 .1 0  -2 .3 %  - 0 .1 3 %  -2 %

The A l a s ka  G a s l i n e  I n d u c e m e n t  Act

P r i c e s  a r e  r e a l ,  $ 2 0 0 7 ,  e s c a l a t i n g  a t  2 % / y e a r



P r o j e c t  C o m p a r i s o n  

P r o d u c e r  N e t  C a s h  F l o w  ( N P V 1 0 )  

( $ 3 5  a n d  $ 2 5  o i l  a n d  6 / 1  o i l / g a s  r a t i o )

P ro je c t com pa rison  da ta  from  E conO ne  p resen ta tion  to LB&A C om m ittee , 6/14/06. E conO ne data 21
a ssum es  100%  P roduce r p ipe line  ow ne rsh ip ; ups tream  re tu rn  da ta assum es 0% p ipe line  ownersh ip .

The A l a s k a  G a s l i n e  I n d u c e m e n t  Act



P r o j e c t  C o m p a r i s o n  

I n t e r n a l  R a t e  o f  R e t u r n  ( I R R )  

( $ 3 5  a n d  $ 2 5  o i l  a n d  6 / 1  o i l / g a s  r a t i o )

1 0 0 %
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P e r c e r l i e

P ro je c t com pa rison  da ta  from  E conO ne p resen ta tion  to  LB&A C om m ittee , 6/14/06. E conO ne da ta  22
assum es  100%  P roduce r p ipe line  ow nersh ip ; ups tream  re tu rn  da ta  assum es 0% p ipe line  ow nersh ip .

The A l a s ka  G a s l i n e  I n d u c e m e n t  Act



Alaska Gasline - Chicago (2005 fiscal terms)

50
P e r c e n t i l e

P ro jec t com parison  data from  E conO ne p resen ta tion  to  LB £A  C om m ittee , 6/14/06. E conO ne da ta
assum es 100%  P roduce r p ipe line  ow ne rsh ip ; ups tream  re tu rn  da ta  assum es 0% p ipe line  ow nersh ip .

Alaska Gasline -Alberta (2005 fiscal terms)

P r o j e c t  C o m p a r i s o n  

P r o f i t a b i l i t y  I n d e x  R a t i o  ( P I R 1 0 )

( $ 3 5  a n d  $ 2 5  o i l  a n d  6 / 1  o i l / g a s  r a t i o )
The A l a s ka  G a s l i n e  I n d u c e m e n t  Act

~ -  Alaska Gasl ine -  Alberta (PPT fiscal terms)
6  ---------------------------------------------------------------------------------------------------------------------------------------------
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Worst-Case Producer 
Effects of AGIA Rates - N P V

The A l a s k a  G a s l i n e  I n d u c e m e n t  Act

Frequency Distribution Producer Upstream  N PV10

1 8 %  i

AGIA - No Expansion 

AGIA - w/ Expansion 

FERC w/ Expansion

13.0 13.0 NPV ($ Billions) 2 4



Worst-Case Producer 
Effects of AGIA Rates - IRR

The A l a s k a  G a s l i n e  I n d u c e m e n t  Act

F r e q u e n c y  D i s t r i b u t i o n  P r o d u c e r  U p s t r e a m  IR R
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Worst-Case Producer 
Effects of AGIA Rates - P/I

$

The A l a s k a  G a s l i n e  I n d u c e m e n t  Act
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Summary
nr—i~ The A l a s ka  G a s l i n e  I n d u c e m e n t  A c t  ■«

•  A G I A  r o l l e d - i n  r a t e s  p r o m o t e  c o m p e t i t i o n ,  

e x p l o r a t i o n  a n d  d e v e l o p m e n t .

•  G i v e n  u n c e r t a i n t i e s ,  A G I A ’ s  r o l l e d - i n  r a t e s  a r e  

c l e a r l y  i n  t h e  s t a t e ’ s  m o n e t a r y  i n t e r e s t .

•  P r o t e s t s  n o t w i t h s t a n d i n g ,  t h e  o b j e c t i v e  e v i d e n c e  

i n d i c a t e s  t h a t  A G I A ’ s  r o l l e d - i n  p r o v i s i o n s  c o s t  

t h e  P r o d u c e r s  o n l y  m o d e s t l y  a n d  a r e  u n l i k e l y  t o  

a f f e c t  i n i t i a l  i n v e s t m e n t  d e c i s i o n s .
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Overview of “FERC issues

The A l a s k a  G a s l l n e  I n d u c e m e n t  Act

F E R C’s new mandatory expansion 
authority

•  N o t  a  p a n a c e a

AGIA’s rolled in rate provisions
•  I n  h a r m o n y  w i t h  F E R C  p o l i c y

“Negotiated” versus “Recourse” rates
•  A G I A  r e q u i r e s  t h a t  n e g o t i a t e d  r a t e s  d o  n o t  t h w a r t  

t h e  p o s s i b i l i t y  o f  r o l l e d - i n  r a t e s ,  a n d  h e l p s  f o s t e r  

m e a n i n g f u l  p i p e l i n e  a c c e s s



F E R C’s authority to order 
expansions is problematic

  ----------- ... T h e  A l a s ka  G a s l l n e  I n d u c e m e n t  Ac t

A N G P A  S e c .  1 0 5 — F E R C  c a n  m a n d a t e  e x p a n s i o n  o n l y  i f  

F E R C  f i n d s  t h a t  s e v e r a l  c r i t e r i a  a r e  f i r s t  m e t ,  i n c l u d i n g :

1 )  N o  “ r a t e  s u b s i d y ”

2 )  N o  a d v e r s e  e f f e c t  o n  “ f i n a n c i a l  o r  e c o n o m i c  v i a b i l i t y ”  o f  

p r o j e c t

3 )  N o  a d v e r s e  e f f e c t  o n  “ o v e r a l l  o p e r a t i o n s ”  o f  p r o j e c t

4 )  C a n n o t  d i m i n i s h  t h e  “ c o n t r a c t  r i g h t s  o f  e x i s t i n g  

s h i p p e r s  t o  p r e v i o u s l y  s u b s c r i b e d  c e r t i f i c a t e d  c a p a c i t y

5 )  F i n d  t h a t  a d e q u a t e  d o w n s t r e a m  c a p a c i t y  e x i s t s  o r  w i l l  

e x i s t



Section 105 provisions 
invite litigation

- - —    —~ The A l a s k a  G a s l l n e  I n d u c e m e n t  Act

•  T h e  s t a t u t e  i s  u n p r e c e d e n t e d  a n d  h a s  n o t  

b e e n  t e s t e d  i n  c o u r t .

T h e  S e c t i o n  1 0 5  c r i t e r i a  a r e  p o t e n t i a l l y  

a m b i g u o u s ,  a n d  f e r t i l e  g r o u n d  f o r  l i t i g a t i o n .

L i t i g a t i o n  n e c e s s a r i l y  i n v o l v e s :

1 )  D e l a y

2 )  U n c e r t a i n t y

T h e  d u r a t i o n  o f  d e l a y  i s  l i k e l y  t o  b e  m e a s u r e d  

i n  y e a r s ,  n o t  m o n t h s



AGIA avoids Section 105 /a \̂

. ________________  The A l a s k a  G a s l l n e  I n d u c e m e n t  Act  —

• AGIA requires the licensee to:
1 )  R e g u l a r l y  t e s t  t h e  m a r k e t  f o r  n e w  c a p a c i t y ;

2 )  E x p a n d  i n  r e a s o n a b l e  e n g i n e e r i n g  i n c r e m e n t s ;

3 )  E x p a n d  u n d e r  c o m m e r c i a l l y  r e a s o n a b l e  t e r m s

• AGIA thus avoids uncertainty/delay of 
litigation.



F E R C  Rolled-sn Rate Policy /?
In Alaska b -

- - ___ - . .  The A ' a s k a  G a s l l n c  I n d u c e m e n t  Act

•  2 0 0 4  A N G P A  m a n d a t e  t o  F E R C :

-  O p e n  s e a s o n  r e g u l a t i o n s  s h o u l d :  “ p r o m o t e  

c o m p e t i t i o n  i n  t h e  e x p l o r a t i o n ,  d e v e l o p m e n t  a n d  

p r o d u c t i o n  o f  A l a s k a  n a t u r a l  g a s . ”  ( § 1 0 3 ( e ) ( 2 ) ( b ) ) .

•  F E R C ’ s  i m p l e m e n t a t i o n  o f  t h a t  d i r e c t i v e :

-  “ i n c r e m e n t a l  p r i c i n g  o f  e x p a n s i o n  c o u l d  p u t  e x p a n s i o n  

s h i p p e r s  a t  a  s i g n i f i c a n t  r a t e  d i s a d v a n t a g e  c o m p a r e d  

w i t h  i n i t i a l  s h i p p e r s ,  a n d  a c c o r d i n g l y  c o u l d  d i s c o u r a g e  

e x p l o r a t i o n ,  d e v e l o p m e n t  a n d  p r o d u c t i o n  o f  A l a s k a  

n a t u r a l  g a s . ”  ( O r d e r  2 0 0 5  a t  1 2 3 )



F E R C  R o lled -in  R a te  P o lic y  

In A la s k a
The A la s k a  G a s l ln c  I n d u c e m e n t  Act

•  F E R C ’ s  O p e n  S e a s o n  r e g u l a t i o n s  p r o v i d e  a  
r e b u t t a b l e  p r e s u m p t i o n  i n  f a v o r  o f  r o l l e d - i n  r a t e s .  

•  T h i s  d e p a r t u r e  f r o m  l o w e r - 4 3  p o l i c y  w a s  i n  
r e c o g n i t i o n  o f  A l a s k a ’ s  u n i q u e  c i r c u m s t a n c e s .

-  “ O u r  e x i s t i n g  l o w e r - 4 8  s t a t e s  p o l i c y  f a v o r i n g  

i n c r e m e n t a l  r a t e s  f o r  e x p a n s i o n s  d o e s  n o t  a p p l y  i n  

t h e  c a s e  o f  a n  A l a s k a  n a t u r a l  g a s  p r o j e c t .  T h e r e  i s  

l i k e l y  t o  b e  o n l y  o n e  A l a s k a  p i p e l i n e  s o  t h e r e  w i l l  b e  

l i t t l e  o r  n o  o p p o r t u n i t y  f o r  c o m p e t i t i o n  b e t w e e n  

o i p e l i n e s . ”  ( O r d e r  2 0 0 5  a t  1 2 3 ) .



F E R C  R o lled -in  R a te  P o lic y  

In A la s k a
The A la s k a  G a s l i n c  I n d u c e m e n t  A ct

•  A  r a t e  i n c r e a s e  i s  n o t  n e c e s s a r i l y  a  s u b s i d y .  
( s e e ,  o r d e r  2 0 0 5 - A  a t  5 0 ) .

“ A n  a l t e r n a t i v e  . . . d e f i n i t i o n  o f  s u b s i d i z a t i o n  c o u l d  b e  

w h e t h e r  t h e  e x p a n s i o n  r a t e  i s  n o  h i g h e r  t h a n  t h e  

a c t u a l  i n i t i a l  r a t e  o r  o f  a n  i n i t i a l  r a t e  w i t h o u t  b u i l t  i n  

s u b s i d i e s . ”  ( O r d e r  2 0 0 5 - A  a t  4 9 )

•  F E R C  l e f t  o p e n  t h e  q u e s t i o n  o f  w h e t h e r  t o  a l l o w  
r o l l e d - i n  r a t e s  t o  a  l e v e l  t h a t  i s  n o  h i g h e r  t h a n  
t h e  i n i t i a l  r a t e  w i t h o u t  s u b s i d e s .

•  T o t a l  G o v e r n m e n t  c o n t r i b u t i o n s  ( “ b u i l t  i n  
s u b s i d i e s ” )  r e d u c e  r a t e s  b y  m o r e  t h a n  1 5 %



G o v e rn m e n t R a te  

C o n tr ib u t io n s : S u m m a ry
The A la s k a  G a s l in e  I n d u c e m e n t  Act

•  G o v e r n m e n t  c o n t r i b u t i o n s  t o t a l  a b o u t  2 5 0 ,  a n d  
r e d u c e  i n i t i a l  r a t e s  f r o m  $ 2 . 2 5  t o  $ 2 . 0 0

•  I n i t i a l  r a t e s  a r e  t h e r e f o r e  s u b s i d i z e d  b y  
g o v e r n m e n t  b y  a b o u t  1 2 . 5 %

• B u t  o w n e r s  o f  G a s  T r e a t m e n t  P l a n t  a l s o  g e t  a  
F e d e r a l  I n v e s t m e n t  T a x  C r e d i t

•  I f  t h i s  s u b s i d y  i s  i n c l u d e d  t h e n  t o t a l  g o v e r n m e n t  
s u b s i d i e s  e x c e e d  1 5 %



F E R C  P ro c e s s

“ A  p i p e l i n e  c o m p a n y

P R O P O S E S

B u t  t h e  F E R C

D I S P O S E S .

( a n  o l d  i n d u s t r y  a d a g e )

The A la s k a  G a s l l n e  I n d u c e m e n t  Act

1 0



F E R C  P ro c e s s  /A \

The A la s k a  G a s l l n e  I n d u c e m e n t  A ct

•  A G I A  d o e s  n o t  i n t r u d e  o n  F E R C ’ s  a u t h o r i t y

•  A G I A  r e q u i r e s  t h e  l i c e n s e e  t o  P R O P O S E  r o l l e d -  
i n  r a t e s

•  F E R C  w i l l  D I S P O S E

• A G I A  p r e v e n t s  P r o d u c e r s  f r o m  n e g o t i a t i n g  r a t e s  
w i t h  t h e m s e l v e s  ( o r  o t h e r s )  t h a t  p r e c l u d e  
c o l l e c t i o n  o f  r o l l e d - i n  r a t e s

KJ
fi



“ N eg o tia ted ” v e r s u s

“ R e c o u rs e ” ra te s
.. The A la s k a  G a s l l n e  I n d u c e m e n t  Act

R eco u rse  ra te s :

Old fash ioned , cost-based , ju st and 

reasonab le rates estab lished in F E R C  rate 

proceedings.

All sh ippers m ust have a c c e s s  to recourse  

rates a s  an alternative ^  negotiated rates 

( i . e . ,  recourse  rates are  a “lifeline”).

§



“ N eg o tia ted ” v e r s u s  

“ R e c o u rs e ” ra te s

Negotiated R a te sO  . ■ i ■ i ■

Negotiate rates are ju st that: Negotiated

Virtually anything can  be negotiated

Negotiated rates are now the norm for new  

pipeline capacity in the Lower-48

The A la s k a  Gasllrse I n d u c e m e n t  Act

1 3



F E R C  re g u la te s  re c o u rs e  

ra te s , not neg o tia ted  ra te s

F E R C  se ts  recourse rates through 

regulatory p rocess

S h ip p e r  and  p ip e lin e  set negotiated rates 

through com m ercial p ro cess

The A la s k a  G n s l ln e  I n d u c e m e n t  Act

1 4



A G IA ’s  re s t r ic t io n s  on 

n eg o tia ted  ra te s
i,   The A la s k a  G a s l in e  I n d u c e m e n t  Act

A G I A  r e q u i r e s  c o m m i t m e n t  b y  l i c e n s e e  n o t  t o  
e n t e r  n e g o t i a t e d  r a t e  c o n t r a c t s  t h a t  p r e c l u d e  
r a t e  i n c r e a s e s  d u e  t o  r o l l - i n  o f  e x p a n s i o n  c o s t s  
u p  t o  1 5 %  a b o v e  o r i g i n a l  n e g o t i a t e d  r a t e s .

B y  s p r e a d i n g  e x p a n s i o n  c o s t s  o v e r  a l l  b i l l i n g  
d e t e r m i n a n t s ,  A G I A  e n s u r e s  t h a t  r o l l e d - i n  r a t e  
t r e a t m e n t  c a n  -  a s  a  p r a c t i c a l  m a t t e r  -  b e  
o f f e r e d  t o  e x p a n s i o n  s h i p p e r s .

1 5



A p p e n d i x

N e g o t i a t e d  r a t e  e x a m p l e

( R o c k i e s  E x p r e s s )
   - The A la s k a  G a s l in e  I n d u c e m e n t  Act

R o ck ies  E x p re ss  Open S e a so n  Notice (for 

zone 3 “end-to-end” se rv ice ):

1. Estim ated “recourse  ra te :” $1 ,427 .

2. Negot. rate (fixed rate, non-Anchor 

sh ipper): $1 ,094

3. Negot. rate (ad justab le (depending on 

price of stee l), non-Anchor sh ipper):

From  $1 .04  to $1 .14

1 6



A p p e n d i x

N e g o t i a t e d  r a t e  e x a m p l e

( R o c k i e s  E x p r e s s )
— —   .  The A la s k a  G a s l i n e  I n d u c e m e n t  Act

Negotiated rates are for life of contract 

(minimum 10 ye a rs ).

No risk of rate change due to cost overruns, 

changes in volum e com m itm ents, cost of 

capital, etc.

1 7



A p p e n d i x  

B r e a k d o w n  o f  E f f e c t s  o f  

G o v e r n m e n t  C o n t r i b u t i o n s  o n  R a t e s
The A la s k a  G a s l i n e  I n d u c e m e n t  Act

•  B a s e  r a t e :  A l l  g o v e r n m e n t  c o n t r i b u t i o n s  i n c l u d e d

-  F o r  a  p i p e l i n e  i n t o  A l b e r t a ,  t a r i f f  =  $ 2 . 0 0

•  F e d e r a l  l o a n  g u a r a n t e e :  r e d u c e s  c o s t  o f  d e b t

-  W i t h o u t  l o a n  g u a r a n t e e ,  t a r i f f  r i s e s  t o  $ 2 . 1 0

•  A c c e l e r a t e d  d e p r e c i a t i o n :  7 - y e a r  v s .  1 5 - y e a r

-  W i t h  1 5 - y e a r  d e p r e c i a t i o n  t a r i f f  r i s e s  t o  $ 2 . 1 9

•  A G I A  c o n t r i b u t i o n :  $ 5 0 0  m i l l i o n  r e d u c e s  r a t e  b a s e

-  W i t h o u t  A G I A  c o n t r i b u t i o n ,  t a r i f f  r i s e s  t o  $ 2 . 2 5

1 8



A p p e n d i x  

B a s e  C a s e  A s s u m p t i o n s  f o r  

R a t e s  t o  A l b e r t a

•  B a s e  r a t e  a s s u m e s  t h e  f o l l o w i n g  g o v e r n m e n t  s u b s i d i e s :

-  F e d e r a l  l o a n  g u a r a n t e e  ( a s s u m e d  h e r e  t o  r e d u c e  d e b t  c o s t s  b y  0 . 7 5 % )

-  A c c e l e r a t e d  7 - y e a r  t a x  d e p r e c i a t i o n  ( p a r t  o f  F e d e r a l  e n a b l i n g  l e g i s l a t i o n )

-  A G I A  c o n t r i b u t i o n  o f  $ 5 0 0  m i l l i o n  ( 5 0 %  u n t i l  o p e n  s e a s o n ,  8 0 %  a f t e r )

•  A n d  a s s u m e s  f u r t h e r :

-  7 0 / 3 0  d e b t / e q u i t y  r a t i o

-  1 4 %  R O E

-  6 .  5 %  c o s t  o f  d e b t

-  3 0  y e a r  d e p r e c i a t i o n  s c h e d u l e

-  2 5 - y e a r  F T  c o n t r a c t s

-  C o s t  i n p u t  p r i c e  e s c a l a t i o n  a t  2 % / y e a r

-  P i p e l i n e  c o s t  t o  A l b e r t a  o f  $ 2 0 . 5  b i l l i o n  ( $ 2 0 0 7 )

-  R a t e s  c a l c u l a t e d  o n  a  l e v e l i z e d  c o s t  o f  s e r v i c e  b a s i s

The A la s k a  G a s l i n e  I n d u c e m e n t  Act

1 9



A p p e n d i x  

F e d e r a l  L o a n  G u a r a n t e e :  

V a l u e  i s  S c e n a r i o - d e p e n d e n t
- — _ The A la s k a  G a s l i n e  I n d u c e m e n t  Act

A l a s k a  N a t u r a l  G a s  P i p e l i n e

l"l V a l u e  o f  [ f e d e r a l ]  l o a n  g u a r a n t e e  o f f e r s  s i g n i f i c a n t  b e n e f i t s  

1 5 0 - 2 0 0  b p  s a v i n g s

Presentation from Goldman Sachs to State of Alaska on June 3, 2004 
"Partnering and Risk Allocation Strategies for the Alaska Natural Gas Pipeline" 

Assumes creative use of loan guarantees to achieve maximum benefits

F e d e r a l  L o a n  G u a r a n t e e  c o u l d  r e d u c e  t a x a b l e  y i e l d s  b y  a p p r o x i m a t e l y  5 0  

b a s i s  p o i n t s .
Presentation from JP Morgan to Legislative Budget and Analysis Committee, June 16, 2004

"Interim Hearings: Alaska Natural Gas Pipeline Issues" 
Assumes underlying credit rating of A, at most 60% debt

“ . . . a p p l i c a t i o n  o f  t h e  D O E  G u a r a n t e e s  t o  A l a s k a  L L C ’s  d e b t  w i l l  p r o b a b l y  l o w e r  t h e  

c o s t  o f  b o r r o w i n g  w i t h  r e s p e c t  t o  s u c h  d e b t  b y  a p p r o x i m a t e l y  5 0  t o  1 0 0  b a s i s  

p o i n t s ,  d e p e n d i n g  o n  m a r k e t  c o n d i t i o n s . ”
Dept, of Revenue, SGDA Contract FIF

2 0
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1 10 FERC 11 61,095 
UNITED STATES OF A M E RICA  

FED ERA L E N E R G Y  R E G U L A T O R Y  C O M M ISSION

Before Commissioners:  Pal Wood,  III, Chairman;
Nora Mead Brownell ,  Joseph T. Kelliher, 
and Suedeen G. Kelly.

Regulations Governing the Conduct  o f  Open Docket  No. R M 0 5 - 1-000
Season for Alaska Natural Gas Transportation
Projects

OR D E R  NO. 2005

FINAL RULE

(issued February 9, 2005)

1. The Federal Energy Regulatory Commiss ion  is amending its regulations to 
establish requirements governing the conduct  o f  open seasons for capacity on proposals 
to construct Alaska natural gas transportation projects. This  Final Rule fulfills the 
Comm iss ion’s responsibilities to issue open season regulations under section 103 o f  the 
Alaska Natural Gas Pipeline Act (the Act), enacted on October 13, 200*1.'
Section 103(e)(1) o f  the Act directs the Commission,  within 120 days from enactment o f  
the Act, to promulgate regulations governing the conduct o f  open seasons for Alaska 
natural gas transportation projects, including procedures for al locat ion o f  capacity. As 
required by section 103(e)(2) o f  the Act, these regulations (1) include the criteria for and 
t iming o f  any open season,  (2) promote competit ion in the exploration,  development,  and 
production o f  Alaska natural gas, and (3) for any open seasons for capacity exceeding the 
initial capacity, provide for the opportunity for the transportation o f  natural gas other  than 
from the Prudhoe Bay and Point Thomson units.

1 Public Law I OS-324, October 13, 2004, 1 IS Slat. 1220.
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G. Rate  T rea tm en t  for Expansions

111. As noted above,  one o f  the issues that received substantial attention in the prc- 
N O P R  comments  is whether the Commission should require rolled-in rate treatment for 
Alaska pipeline expansions.  Although the N O P R ’s proposed regulations are silent on 
this subject,  the N O P R  requested comment on whether, in the event the Commission 
issues regulations with respect to the Commiss ion’s authori ty to require expansion o f  any 
Alaska natural gas transportation project, those regulations should address the rate 
treatment (rolled-in or incremental) o f  any such expansion.

112. Other than the North Slope Producers and Alliance, there is much support for 
rolling-in the costs o f  both voluntary and involuntary expansions, although there is 
disagreement about when the issue should be resolved. ChcvronTexaco states that the 
subject o f  appropriate rate treatment for expansions is a subject  deserving o f  substantial, 
detailed consideration that should be addressed after dealing with the more pressing task 
o f  issuing the open season rules. Northwest  Industrial Gas Users also believes that the 
issue can be addressed later. Alaska agrees that expansion pricing is a complex subject 
that should be examined  thoroughly,  and asserts that instead o f  addressing the issue in 
this rulemaking, the Commission should issue a notice regarding expansion 'a te  treatment 
for Alaska natural gas transportation projects in early 2005. Alaska observes that the 
arguments in support o f  rolled-in pricing are strong, but suggests  that rolled-in pricing 
might not be appropriate in all circumstances.  Alliance bel ieves that because the 
appropriateness o f  rolled-in or  incremental rate t reatment for any expansion should be 
made on a fact-specific basis, and not by rule that predetermines,  before the 
circumstances o f  a given expansion are even known, how that expansion should be 
priced.

113. Pacific Star  and Alaska Venture Capital state that the Commiss ion  should give an 
early indication that it will support rolled-in rates for expansions o f  any Alaska natural 
gas transportation project. Pacific Star states that it agrees with the statement at the 
technical conference by TransCanada,  ANGDA, Anadarko,  BLM , and M M S that rate 
uncertainty will discourage exploration and development and that expansions o f  the 
pipeline could present widely varying rale consequences.  Pacific Star  also states that 
concerns over exist ing shippers’ subsidizing rolled-in expansions should be weighed 
against the facts that initial shippers are benefiting from substantial subsidies through the 
$18 billion loan guarantee and a 7 -year accelerated depreciation.  Alaska Venture 
Capital /Brook Range similarly bel ieves that the Commiss ion  should give an early 
indication that it will support rolled-in pricing under scenarios outside the Comm iss ion’s 
existing policy, under which the Commission approves rolled-in rates only where the 
rolled- in rate is equal to or less than the existing recourse rate. According to Alaska 
Venture Capital /Brook Range,  a policy calling for different rates for s imilar services
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would place explorers and smaller producers at a competit ive disadvantage.  This  would, 
in turn, discourage exploration and development o f  Alaska natural gas,  contrary to the 
mandate o f  the Act.

114. TransCanada,  MidAmer ican /AGTA, and DOI encourage the Commiss ion to adopt 
a rebuttable presumption favoring rolled-in rales. TransCanada states that any shippers 
concerned about  the effect o f  such treatment can seek to avoid it through negotiated rates. 
M idAmerican/A GTA qualifies its support for this presumption by stating that the 
presumption should apply only to reasonably-engineered increments o f  mainline 
expansions supported by long-term contracts s imilar  to those support ing the initial 
project.  DOI states that rolled-in rate t reatment is more equitable to future shippers,  and 
that, because Canada has adopted rolled-in rates for expansions,  it would provide rate 
consistency for the entire system.

115. Alaska Legislators, Anadarko,  Shell, Calpine,  Arctic Slope,  and Doyon all contend 
that rolled-in pricing should be required for pipeline e x -  nsions. Alaska Legislators 
contend that incremental t reatment for expansions would discriminate against expansion 
shippers who,  merely because o f  the t iming o f  their capacity needs,  may  pay higher rates 
than initial shippers.  This, according to the Alaska Legislators,  ignores the fact that the 
need for expansion is the consequence o f  the demands o f  all shippers. Alaska Legislators 
state that the Commiss ion must  balance the interests o f  the exist ing customers against 
interests o f  other  s takeholders in determining whether or not  pre-exist ing shippers should 
get the benefit o f  rate decreases for expansions that lower the average per  unit cost o f  
t ransportation, but face the possibili ty o f  rate increases that increase the average per  unit 
cost o f  transportation. Alaska Legislators also note that the current Commiss ion policy 
on expansion pricing was developed to address pipeline to pipeline competit ion,  which 
will not arise in Alaska.

116. In addition to arguing that incremental rates operate to discriminate against 
expansion shippers,  Alaska Legislators argue that the prospect  o f  incremental rates will 
also act to reduce competi t ion and impede the development o f  Alaska natural gas.
Alaska Legislators state that exploration and development o f  Alaska reserves requires a 
long lead-time due to seasonal restrictions and the remoteness o f  the resource.  ' 7 Alaska

* »»

* Alaska Legislators refers to a s tatement made at the technical conference by Jeff  
Walker, o f  D O I ' s  Mineral  Management  Service that it takes at least nine years for  an 
exploration project to mature into production.
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Legislators contend that this long lead time makes it difficult for an explorer to judge  
when it is feasible to commit  to capacity on the pipeline. The  result, state Alaska 
Legislators, is that the explorers and developers may be deterred from investing the large 
sums required to drill for Alaska natural gas, when they are unsure whether their future 
capacity needs will be met at a time when inexpensive expansion through increased 
compression will be available, or whether the expansion they require would involve 
costly looping. The Alaska Legislators also argue that Canada has a long-standing policy 
o f  requiring rolled-in rates for expansions which could make exploration in Canada much 
more  attractive to exploration and production companies.

117. Anadarko, also convinced that expansions under section 103 o f  the Act  must be 
priced on a rolled-in basis, argues that this is critical to avoid a rate structure or  policy 
that discriminates on the basis o f  time o f  entry onto the pipeline. Anadarko  maintains 
that it is important to establish this requirement in the initial open season process in order 
to inform those prospective shippers that their rates might increase as expansions are 
rolled-in. Alaska Legislators provide a history o f  the Comm iss ion’s expansion rate 
policy, varying over time in order to address different goals as deemed necessary to 
address changing market  dynamics. In short. Alaska Legislators assert that the current 
Commission policy favoring incremental expansion rates seeks to address issues o f  
competing pipelines, competit ive markets, optimal construction,  and protecting captive 
customers,  all valid considerations o f  the market  setting in the lower 48 states, but wholly 
inapplicable to an Alaska natural gas transportation project or  the Alaska market. 
According to Alaska Legislators, the Act instincts the Commiss ion ,  through its open 
season regulations, to focus on reducing barriers, not to competi t ive markets, but rather, 
to entry in exploration and development o f  Alaska natural gas. Alaska Legislators 
conclude that to achieve this mandated goal, the open season regulations must be revised 
to include rolled-in pricing as one o f  the criteria for open seasons for pipeline expansions

118. Shell and Calpine also argue that Comm iss ion’s 1999 pricing policy for 
expansions has no applicat ion to the circumstances o f  an Alaska natural gas 
transportation project where there is no clement o f  pipeline competit ion or  preventing 
overbuilding.  Shell is concerned that companies  might not invest hundreds o f  millions in 
exploration and development costs i f  they may have to pay for expansions on an 
incremental basis, while competitors  benefi ted from earlier, inexpensive expansion.  
Calpine stresses that s ince an Alaska natural gas transportation project will be called to 
transport all Alaska gas, not just gas from Prudhoe Bay and Point Thomson reserves, a 
larger picture is required in assessing any policy against subsidization.  Calpine maintains 
that an Alaska pipeline should be viewed as a 10 Bcf/d pipeline that will be built, in 
phases,  over  time, as opposed to a 4.5 B c f  pipeline that might be expanded from time to 
time. Under this picture, shippers on the first phase facilities will benefit from lower 
initial rates due to the Act 's  loan guarantees,  however the Act was  not only concerned
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with facilitating the development o f  a project that carries Prudhoe Bay and Point 
Thom son  production to market,  but also the development and transportation o f  A laska’s 
unproven reserves.

119. Arctic Slope is also concerned that unless rolled-in rates are mandated,  there may 
never be an expansion o f  the pipeline beyond capacity created through infill compression 
and added compression horsepower.  Arctic Slope estimates that rolled-in rates for 
expansions would probably be only  a little higher than the initial rates since expansion 
costs would be borne by the entire pipeline throughput.  However ,  the impact o f  
incrementally-priced expansions on the incremental shippers,  which would be based 
entirely on the incremental throughput quantities, would be very severe.

120. Alliance and the North Slope Producers assert that rates for  expansion should be 
determined on a fact-specific, case-by-case basis, not on a pre-determincd,  rolled-in basis 
under the open season rules. The North Slope Producers stress that absent information 
regarding design, timing, and other  project attributes, it would be inappropriate ei ther to 
require or  to favor rolled-in rates. In addition, the North Slope Producer? ^oint to section 
105(b)(1) o f  the Act wherein,  they state, Congress identified ei ther rolled-in or 
incremental rates as appropriate for mandatory expansions.  They add that i f  rolled-in 
rates were made applicable to voluntary expansions in the final open season rule, the 
result would be that such expansions would become involuntary and they would be 
discouraged.

121. Additionally,  the North Slope Producers state that the Comm iss ion’s existing, fact- 
specif ic policy recognizes the risks inherent in major infrastructure projects and seeks to 
prevent  uneconomic pipeline expansions,  as well as subsidization by existing customers,  
and should not be lightly discarded.  Responding to the assertion that the NEB requires 
rolled-in rates for Canadian expansions, the North Slope Producers state that al tho 'h 
NEB has adopted rolled-in rates in expansion cases, NEB addresses the issue on a ase- 
by-casc basis.

122. Finally, the North Slope Producers claim that explorers do  not require absolute 
rate certainty in order to decide whether  to participate in open seasons: an anticipated 
range that supports  future economics  is sufficient. On the other hand,  the North Slope 
Producers slate that initial shippers who fear that they may be cal led on to subsidize 
future shippers may not bid for initial capacity. In 'his connection, the North Slope
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Producers contend that one o f  the Commiss ion’s goals is to protect captive customers 
from rate increases arising from costs unrelated to their service, result ing in rate 
uncertainty and increased contractual risk.

123. In this rule, the Commission does not adopt a firm pricing policy  for future 
expansions o f  an Alaska natural gas transportation project,  but we do take this 
opportunity to provide guidance on this important issue, as it will assist participants in the 
initial open season.  We conclude that there should be a rebuttable presumption in favor 
o f  rolled-in pricing for project expansions.  Our  existing lower-48 states policy favoring 
incremental rates for expansions does not apply in the case o f  an Alaska natural gas 
transportation project. There is likely to be only one Alaska pipeline, so there will be 
little or no opportunity for competit ion between pipelines. Incremental pricing o f  
expansion could put expansion shippers at a significant rate disadvantage compared  with 
initial shippers, and accordingly could discourage exploration, development and 
production o f  Alaska natural gas. Having markedly different rates for s imi lar  service 
could be in conflict with one o f  the ch ief  objectives o f  the statute, which is to encourage 
further exploration and development o f  Alaska natural gas. On the other  hand,  consistent 
with the arguments o f  a number o f  commenters,  a presumption in favor o f  rolled-in 
pricing may spur investment in and development o f  Alaska reserves, and the ultimate 
delivery o f  that gas to the lower 48 states.

124. We cannot  at this point,  without a specific project proposal or  the facts 
surrounding a proposed expansion before us, define exactly what  will be required to 
overcome the presumption.  As a general matter, we have historically not favored 
requiring exist ing shippers to subsidize the rates o f  new shippers. We do not intend to 
discard this principle, but rather to indicate that we  will not lightly authorize expansion 
rates that would  have an unduly negative impact on the explorat ion and development  o f  
Alaska reserves. Witnesses at the technical conference acknowledged that defining 
subsidization is difficult without specific facts to review, and that fact was restated in 
several o f  the comments filed. We agree. But a basic observation may be useful here.
For example,  a rolled-in expansion rate that is less than or  equal to the rate paid by  the 
initial shippers would not be considered a subsidy.  Whether a rolled-in expansion rate 
that is hiuher than original rates is a “subsidy" is a question that necessari ly would have 
to be reviewed in the context o f  a future NGA section 7 filing. At that time, Pacific

'1H See, e.g., Transcontinental Gas Pipe Line Corp. 106 FERC 61,299 (2004).
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Star’s arguments relating to whether the federal government’s loan guarantees and 
accelerated depreciation amount to a “ subsidy” o f  initial shippers’ rates may be raised.

125. In conclusion,  to provide guidance to potential shippers in advance o f  the initial 
open season that is the subject o f  this rule, the Commission intends to harmonize both 
objectives (rate predictability for initial shippers and reduction o f  barriers to future 
exploration and production) in designing rates for future expansions o f  any Alaska 
natural gas transportation project. It is consistent with onr guiding principle that 
competit ion favors all o f  the Commiss ion’s customers,  as well as with the objectives o f  
the Act, to adopt rolled-in rate treatment up to the point that would  cause there to be a 
subsidy o f  expansion shippers by initial shippers, i f  any subsidy were to be found.

126. Anadarko states that the open season regulations must prohibit pipelines from 
bundling ancillary services with transportation. In particular, Anadarko is concerned that 
sponsors might include in a tariff  and an open season the bundled cost o f  a gas 
condit ioning plant that would extract C 0 2  despite the fact that such extraction would not 
be required o f  gas from many new Alaska gas fields which likely will be o f  pipeline 
quality. MidAmerican /AGTA and Enbridge agree that the open season process should 
preclude applicants from tying receipt o f  capacity to taking ancillary services, such as g*-.,. 
conditioning,  treating, or processing. TransCanada simply states that it has no objection 
to proscription o f  tying.

127. DOI and MidAmer ican/AGTA agree that rates for ancillary services should not be 
bundled with transportation rates. However, DOI contends that the State o f  Alaska 
should address the need for rules concerning non-discriminatory access to gathering and 
other  production-related facilities, whereas MidAmerican /AGTA claims that the 
Commiss ion  should assert and jurisdiction over gas treatment plants and require separate 
open seasons and cost-based tariff  structures for gas processing. On the other hand, the 
North Slope Producers contend issues o f  tying or  bundling o f  services can be dealt with 
through established Commission processes and policies at the appropriate time,  and need 
not be addressed in the open season. Alliance views the tying issue in the context o f  
requiring designated downstream capacity, and suggests that as a practical matter, that 
should not be prohibited.

128. The Commission is stating in the final rule at section 157.34(c)(6) that the open 
season notice must contain an unbundled transportation rate. Moreover,  section 157.34 
(c)(10) prohibits a prospective applicant from requiring prospective shippers to process or 
treat their gas at any designated facility. The Commission is satisfied that it can address 
any other discriminatory conduct  in connection with gas quality requirements or  other  
ancillary services through the provisions o f  section 157.35 in conjunction with exist ing 
Commiss ion  policies and procedures.
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Tanana Chiefs Conference 
AGfA Project Labor Agreement Resolution

WJierous; Tnnana Chiefs Conference represents forty two sovereign Alaska Native Tribes
whose Lriba! lands include the majority ofright of way for any and nil of the proposed 
southern route gas line projects being presently considered, and • •

• « * 0
Whereas, Tnmum Chiefs Conference represents a large potential workforce of underutili/.ed

tribal members, both male and female, skilled and non-skilled, and

Whereas, Tatiana Chiefs Conference has a sincere desire to build the capacity and skill levels of
that workforce lb help address village infrastructure construction projects and bring 
increased economic opportunity to its tribal members both now, and in tire future, and

Whereas, Tamma d u e l s  Conference and some of its sub-regions and tribes have negotiated
project, Irit .'l and oilier collective bargaining agreements with some of the 
construction unions, mainly with die Laborers Union and Operating Engineers, with 
vety positive outcomes, and _ ■

Whereas, As a result. Tanana Chiefs Conference has seen n marked increase in participation by
its tribal members with regards to job opportunities, training programs and 
apprenticeship programs along with pension plan participation and medical plan 
pnitidpaiiun above and beyond IHS coverage, and

t ,  • * 4 %

Whereas, Tanana Chiefs Conference is fully supportive of Alaska Nalivchire and Alaska Local
hire on whatever gusline project is finally decided upon, and

Whereas, Tanana Chiefs Conference members supports construction project agreements that
along with skills training, pension plans, and medical plans will deliver enforceable 
Alaska Native, and local, hire language for the construction of whatever gusline 
project is decided upon, and ’ ’.

Whereas, Tanana Chiefs Conference docs not want to repeal what happened during the Trans
Alaska Pipeline System Project regarding Alaska Native preference opportunities by 
not being a part of a comprehensive Project l-abor Agreement at the project’s 
inception, and

Whereas, Governor Palm's AGIA bill calls for a negotiated Project l.abor Agreement for
whatever gusline project is finallv decided upon, and

Whereas, Tanana Chiefs Conference has recognized that in light of applicable case law, the
best vehicle to define real Alaska residency and real Alaskan Native status lo ensure

•  .4  K , i4 4 w W H « «
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preference and participation for ils tribal members on any proposed gasline project is 
Ibrough a Project Labor Agreement,

Therefore Be It Resolved; '
« ' . ' * ' 1  »

That the Tanana Chiefs Conference supports the Governor Sarah Palin’s ACRA plan amendments as 
long as there Is a Project Labor Agreement that contains as one of its tenants, enforceable project • , 
participation preference for qualified Alaska Native p .n des in numbers and percentages that are 1 
generally reflective of the population demographies of the Slate of Alaska at the Lime the project ■ • 
begins, ' ’ , • ’ '•
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N o  p r o d u c e r s  N o  p i p e l i n e  !

•  P r o j e c t  i s  t o o  r i s k y  -  t o o  b i g ,  t o o  c o m p l e x ,  t o o  

e x p e n s i v e  -  t o  m o v e  f o r w a r d  w i t h o u t  p r o d u c e r s

•  P o t e n t i a l  g a s  b u y e r s  s e e  n o  p r o d u c e r s  a s  n o  p r o g r e s s

-  B u y e r s ’ d i l e m m a ,  s w i t c h  t o  c o a l ,  g o  o f f - s h o r e  o r  w a i t  f o r  A l a s k a ?



•  A s  d r a f t e d ,  A G I A  i s  u n l i k e l y  t o  p r o d u c e  s i g n i f i c a n t  

c o m m e r c i a l  r e s u l t s .

•  A G I A  i n t r o d u c e d  a s  a  c a t a l y s t  t o  e x p e d i t e  t h e  

c o n s t r u c t i o n  o f  a  n a t u r a l  g a s  p i p e l i n e

•  A G I A  f o c u s  i s  o n  t h e  p i p e l i n e  a n d  n o t  e n t i r e  p r o j e c t  

w h i c h  r e q u i r e s  P r o d u c e r  a l i g n m e n t

•  A G I A  a d d s  u n n e c e s s a r y  r e g u l a t o r y  c o m p l e x i t y  

-  F E R C  p r o c e s s  w e l l  d e f i n e d  a n d  e f f e c t i v e
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B i n d i n g  s h i p p e r  c o m m i t m e n t  i s  r e q u i r e d  p r i o r  t o  s p e n d i n g  s i g n i f i c a n t  $ ’s  

o n  r e g u l a t o r y  a p p l i c a t i o n s

-  N o t  c o m m e r c i a l l y  p r u d e n t  t o  a s s u m e  p r o d u c e r s  w i l l  s h o w ,  o r  t h a t  g a s  c a n  b e  

“ a c q u i r e d ”

-  R i s k  t o o  h i g h  e v e n  w i t h  g o v e r n m e n t  c o s t  s h a r i n g

E v e n  b i n d i n g  s h i p p e r / p i p e l i n e  a g r e e m e n t s  w i l l  h a v e  c o n d i t i o n s  

i n c l u d i n g :

-  A n  a c c e p t a b l e  F E R C  C e r t i f i c a t e

-  A c c e p t a b l e  F i n a n c i n g

-  S h i p p e r  r e s o l u t i o n  o f  A l a s k a  s t a t e  t a x a t i o n  i s s u e s

-  D e f i n e d  p r o j e c t  m i l e s t o n e s  /  t i m i n g

A n  u n c o n d i t i o n a l  c o m m i t m e n t  t o  p r o c e e d  w i l l  n o t  h a p p e n

-  R e g u l a t o r y  c e r t i f i c a t e s  m a y  h a v e  c o n d i t i o n s  m a k i n g  p r o j e c t  u n e c o n o m i c

-  E v e n t s  b e t w e e n  a p p l i c a t i o n  a n d  c e r t i f i c a t e  c o u l d  m a k e  p r o j e c t  u n e c o n o m i c



N o  c o m p a n y  h a s  t h e  e x c l u s i v e  r i g h t  t o  b u i l d  a  
p i p e l i n e  t o  s h i p  A l a s k a n  g a s  i n  C a n a d a

•  2  O p t i o n s  t o  P e r m i t  t h e  P r o j e c t  T h r o u g h  C a n a d a

N P A N E B  -  C E A A

Northern Pipeline Act passed in 1977 Modern, efficient and transparent regulatory
Socio-economic baseline impact developed process
late 1970s Dove-tails with FERC
Certificates of Public Convenience and 
Necessity issued to Foothills Pipeline to

Consistent with NAFTA

build the Can portion of the Alaska Natural Contemporary, well understood processes:
Gas Transportation System proposal. First Nations participation
Enshrines a 30-year old project never 
undertaken that has now significantly Environmental assessments and practices

changed Economic benefits through open competition



“ A s  w e  m o v e  f o r w a r d ,  I a m  g u i d e d  b y  f i v e  p r i n c i p l e s  t h a t  I b e l i e v e  c a n  b e  

a p p l i e d  t o  a l l  p i p e l i n e  d e c i s i o n s :

-  F i r s t ,  t h e y  m u s t  n o t  i n t e r f e r e  w i t h  m a r k e t  f o r c e s . W e  w i l l  l e t  t h e

m a r k e t  d e c i d e .

-  S e c o n d ,  o u r  d e c i s i o n s  m u s t  b e  s u p p o r t i v e  o f  a  m o d e r n  r e g u l a t o r y  r e g i m e

-  T h i r d  t h e r e  m u s t  b e  a  p r o j e c t  m a n a g e m e n t  a p p r o a c h

-  F o u r t h ,  t h e  p i p e l i n e s  m u s t  s u p p o r t  A b o r i g i n a l  e c o n o m i c  d e v e l o p m e n t

-  F i n a l l y ,  d e c i s i o n s  m u s t  e n s u r e  t h a t  C a n a d i a n  b e n e f i t s  a r e  r e a l i z e d ”

Honourable Jim Prentice
M inister of Indian A ffa irs and Northern Deve'opm ent 

Presentation to Canadian Energy P ipeline A ssocia tion  Annual D inner

May 2006



E n b r i d g e  b e l i e v e s :

•  O u t s t a n d i n g  f i s c a l  i s s u e s  a r e  t h e  p r o j e c t ’s  “ e l e p h a n t  i n  t h e  l i v i n g  r o o m . ”

A n  u n c o n d i t i o n a l  c o m m i t m e n t  t o  a d v a n c e  t h e  p r o j e c t  i s  n o t  a c h i e v a b l e

A G I A  w i l l  b e s t  s e r v e  A l a s k a n s  if i t  a l l o w s  f o r  t h e  c r e a t i v i t y  a n d  i n n o v a t i o n  t h a t  

d r i v e s  t h e  m a r k e t  p l a c e .

G o v e r n m e n t  f i n a n c i a l  a s s i s t a n c e  i s  n o t  e s s e n t i a l

G o v e r n m e n t  c a n  a c h i e v e  k e y  g o a l s  w i t h o u t  a d d i n g  t o  r e g u l a t o r y  p r o c e s s  

C a n a d a  w i l l  b e  r e a d y  f o r  t h i s  p r o j e c t

A l a s k a  s h o u l d  e n s u r e  t h a t  i t  d o e s  n o t  c r e a t e  a  p r o c e s s  t h a t  i s  a l l  a b o u t  

p r o c e s s
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Enbridge Inc.'s assessment of issues pertaining to the Canadian portion of the Alaska Pipeline

/Vouse.
0  7

Alaska Natural Gas Pipeline

Background Of The Northern Pipeline Act ("NPA")

In the mid-1970’s the United States and Canada suffered from significant energy shortages and 
security concerns. The two countries agreed that greater energy supply and security could be 
achieved through the development and construction of a pipeline that would transport natural gas 
from Alaska's North Slope through Canada to the lower 48 states. This agreement was embodied 
in an exchange of diplomatic letters between Canada and the United States (collectively, the 
"Treaty"), which set out the size and pressure of the pipeline, the fiscal regime that was to apply 
and the route along which the pipeline was to be bu.it.

In 1978 the Government of Canada passed the NPA in order to facilitate the planning and 
construction of the pipeline that Canada and the United States had agreed to in the Treaty; in 
fact, the Treaty is included as Annex I to the NPA.

In Enbndge's view, the NPA is specific to the pipeline contemplated in the agreement between 
Canada and the U.S. set out in the Trec’y; indeed, the definition of "pipeline" in the NPA means 
"the pipeline for the transmission of natural gas from Alaska across Canada along the route set 
out in Annex I (the Treaty] to the Agreement..." Accordingly, the definition of "pipeline" in the NPA 
cannot be separated from the pipeline referred to in the Canada-U.S. agreement. They are one 
and the same.

It is important to recognize that this is all that the NPA does. It is not an omnibus statute dealing 
with the development of northern pipelines generally or even a general statute dealing with the 
transportation of Alaskan gas through Canada, Equally importantly, the NPA does not make any 
changes to the powers of Canada's National Energy Board ("NEB”) to consider alternative 
international pipelines from Alaska into or through Canada.

In 1978, in contemplation of the construction of “the pipeline", several Certificates of Public 
Convenience and Necessity (“CPCNs") were issued pursuant to the NPA. Under the terms of the 
Treaty tha pipeline was to be finished by 1983. However, because of changing economic 
circumstances, only the "Pre-build" portions of the project defined in the Treaty were built

No Party Has Exclusive Rights To Build A Pipeline In Canada To Transport Alaskan Gas

There is no reference in the NPA (or in any other piece of Canadian legislation that we are aware 
of) that prohibits the development of an alternative pipeline to ship r. iskan gas through Canada.

Enbridge does not dispute that the rights granted under the NPA are exclusive, but those rights 
do not preclude progressing another project under the National Energy Board / Canadian 
Environmental Assessment Act.

The NPA Is Project Specific

The NPA was passed in order to give effect to the Treaty. The Treaty contemplates a very 
specific pipeline project, right down to specifying the fiscal regime, the route to be followed and 
the operating pressures and the diameter of pipe to be used. Reference to the pipeline specified 
in the Treaty is then used in the NPA to define the term “pipeline" for the purposes of the NPA. In 
Enbridge's view, the CPCNs are not a general authorization for the construction of "a" pipeline

l



from Alaska through Canada - the CPCNs are at most a partial authorization for the construction 
of the pipeline specified in the Treaty.

The project currently envisioned is not the pipeline specified in the Treaty. For example, the 
Treaty specifies a pipeline with an initial capacity of 2.4 bcfd, while current proposals contemplate 
an initial capacity of about 4.5 bcfd. The Trealy specifies 54" diameter pipe while current 
proposals contemplate 48" or 52” diameter pipe. The Treaty specifies 1120 psi pressure. Current 
proposals contemplate 2500 psi. In addition current proposals contemplate a different termination 
point and include liquids in the gas stream. In short, the current proposal is significantly different 
than the pipeline approved in the CPCNs.

Absent formal amendments, it is questionable whether variations could ĉ cur under the Treaty. 
History supports this view. For example in 1978 the Governments of Canada and the United 
States believed it necessary to execute an amendment to the Treaty when they decided to 
change the pipe diameter from 56" to 54".

In addition it should be noted that historically the NPA has not covered all necessary facilities. For 
example, the NPA did not apply to the decompression / recompression facility that was installed 
in the late 1990's at Empress Alberta, as part of the Pre-build system. That facility was approved 
under the NEB process.

CPCNs

While there is no "sunset clause" or expiry date in the NPA, it should be noted that such 
legislation in Canada rarely includes expiry dates.

CPCNs can lapse if not exercised in a timely fashion, or if other factors have intervened.

In this particular case:

(i) The CPCNs are subject to conditions, including Schedule III of the NPA

Construction of the project cannot start tomorrow. Under Schedule III of the NPA, a 
number of conditions need to be satisfied before the CPCNs can be relied upon.

One of the conditions (s. 13) of Schedule III requires the filing of contracts between 
producers and shippers and between shippers and the company [the holder of the 
CPCNs], This makes shipper support critical to the holder of the CPCNs.

The conditions in Schedule III also include the requirement to apply for and receive all 
necessary regulatory approvals required for the work (s.17). Such approvals would 
include, for example, land use permits, water use permits, fisheries authorizations, 
navigable waters authorizations and timber cutting permits in the Yukon, British Columbia 
and Alberta.

The Northern Pipeline Agency, which admi • the NPA, does not issue these
necessary regulatory approvals; they are isr u< der any number of other Canadian
Acts, including the Canadian Environmental v • „-ssment Act and the Yukon 
Environmental and Socio-economic Asr .■ m 't Act. Under the NPA, each approval 
would require its own panel. Unlike a nu V- . NEB piocess, the NPA offers no 
opportunity to coordinate federal and pro\ :u. •! environmental reviews and does not 
include the statutory advantages of modem regulatory schemes. The NPA arid the 
Northern Pipeline Agency have no authority to override provincial jurisdiction in 
environmental matters.



The CPCNs were granted in an era of limited environmental review

The environmental review that was completed when the CPC, Is were originally granted 
would not, in Enbridge’s view, meet current standards for environmental reviews. Indeed, 
when the original environmental review was done it was completed under an 
Environmental Assessment Review Panel (“EARP"), a process that has since been 
replaced by processes under the Canadian Environmental Assessment Act. At the time, 
the EARP panel recommended rejection of certain routes and concluded that it did not 
have enough information on which to make a decision. As Enbridge understands it, it was 
only when the federal government finally overrode the panel and ordered it to reconsider 
its rejection of certain routes that approval was achieved.

Stricter standards are in place today.

(iii) The CPCNs were granted prior to Canadian courts establishing rules requiring
consultation with First Nations whenever activities take place in their traditional or 
treaty lands.

Canada's recognition and protection of the rights of its aboriginal people has changed. 
From the early 1980's a series of court decisions have recognized and upheld the 
constitutional rights of Canada's First Nations to be consulted in a comprehensive 
manner whenever development activities are proposed within their traditional lands or 
treaty areas.

(iv) The NPA and the CPCNs are inconsistent with modern international trade 
agreements

The NPA pre-dates the North American Free Trade Agreement ("NAFTA") and was not 
exempted from the application of NAFTA when NAFTA was brought into force in 1994.

Schedule III of the NPA, which sets out the conaitions which must be met prior to being 
able to rely on the CPCNs, requires (in Article 10) that Canadian content be maximized 
as far as practicable and that maximum advantage be taken of opportunities provided by 
the pipeline to establish and expand suppliers in Canada that can make a long term 
contribution to the Caradian industrial base. A report must be submitted specifying how 
the requirement will be complied with This requirement is not discretionary, but 
mandatory.

Enbridge is advised that preferential requirements for Canadian products and services 
are contrary to NACTA In addition, Enbridge understands that the Canadian content 
preferences specified under the NPA could violate Canada’s World Trade Organization 
obligations under Article III of the General Agreement on Tariffs and Trade (“GATT").

The pipeline will be the largest infrastructure project in North America. Accordingly, the 
economic stakes for suppliers are huge. If one were to accept the position thai the NPA 
provides an exclusive opportunity to the holder of the CPCNs that is not avai'able to other 
NAFTA investors, it could be argued that the NPA violates the provisions under Article 
1102 of NAFTA This opens the door for claims by other NAFTA investors

Enbridge believes the Canadian Government would need to seek an exemption from the 
United States for the NPA to avoid the potential for litigation under NAFTA, but disputes 
under GATT may be unavoidable.



Rights-of-way (“ROW")

In B.C. and Alberta, right-of-way acquisition under either the NPA or an NEB process would start 
from the same point in the process. While there are existing map notations in B.C. and Alberta, 
map notations are not interests in land and allow no automatic right to be converted into a ROW.

To Enbridge's knowledge, the only ROW which exists is in the Yukon. That ROW only allows for 
investigatory activities such as geological investigations and surveying; it does not allow for 
construction. Construction cannot occur without prior written consent of the Canadian Federal 
Cabinet Minister designated for that purpose by the Canadian cabinet. It is unlikely that the 
Minister would approve construction prior to all the requirements set out in Part III of the NPA 
being met.



Hello Mr. Chairman and members of the committee, my name 
is David Gottstcin, and I along with Former Governor Walter 
Hickcl, Co-Chair the group Backbone. Thank you for the 
opportunity to testify before you today.
I also thank you for your efforts in working through the details 
of AGIA. What I would like to focus on today is perhaps the 
broad issues that sometimes get lost in the details.
Backbone is in support of AGIA and its major components 
because it provides for a competitive process, creates material 
incentives, and attempts to provide for the maximum benefit to 
the residents of Alaska. Even a recent Dittman poll indicates 
that the public, by more than two to one, believe the $500 
million incentive package is worthwhile.
My biggest caution to you today is to be very very careful as to 
who you listen to. What we know undeniably is that the 
representatives of the North Slope producers are paid to 
persuade and convince you that what is good for them is good 
for the State. It is simply paid advertising without any checks 
and balances. As a result, much of what they say must be 
challenged.
Let me offer some examples. They say that only the producers 
are capable of financing and building a pipeline of this 
magnitude. That couldn’t be further from the truth, and we 
trust that Alaska’s leaders are smart enough not to believe it.
Even if the likes of TransCanada, Mid-America and Sempra 
weren’t already at our doorsteps, each fully capable and 
experienced enough to bring the appropriate parties to the 
table with a bona-fida bid, the private equity markets alone 
have over a trillion, yes that is a trillion dollars of money under 
management constantly looking for deals.
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And with the forecasted price of gas and the Federal loan 
guarantees, they, along with the investment banking 
community will be chomping at the bit to get a piece of such an 
investment grade investment opportunity. So don’t let the 
Producer’s spin doctors convince you otherwise. The only 
thing that is necessary to get a pipeline financed and going is 
access to a sufficient quantity of gas to make it economical. Ft. 
Thomson and our royalty gas alone docs that.

In football it’s touchdowns, in baseball it’s runs, in the North 
Slope producers attempt to control the process, maintain a 
monopoly grip, and own the pipeline, it’s propaganda and 
influence peddling. This is a standard practice all over the 
world when it comes to big companies and big profit 
opportunities. If they can’t control it, they want to stop th c 
process, or at least slow it down as much as possible.

Let’s dispel another fabrication; That the AGIA process is an 
exclusive one. As I read it, it is come one come all, and is not 
exclusive at all. The main beauty of AGIA is that it is a 
defined competitive process that will result in a pipeline sooner 
rather than later. It will provide more to our residents, as it 
will attract a more vibrant bidding pool that by definition will 
require more from the winning participants. AGIA doesn’t 
preclude the chosen licensee from enriching their pipeline 
proposal by adding additional participants and aspects after a 
successful bid, as long as it doesn’t mean less for the State.

The State has so much at stake, and is in a powerful position to 
choose what is in the best interests of our state, that it would be 
a shame to abdicate that in lav r of what is truly an exclusive 
non-competitive process of dealing just with the producers just 
because the foxes say they know what is best for the henhouse.

Do we really want to repeat the mistake of putting our fiscal 
future in the hands of tl.-osc with a long and proven history of



overcharging on the oil pipeline, and only paying up when the 
court of last resort rules so, or after a successful negotiation for 
a fraction of the dollars at stake, as a result of a political 
settlement? Can we really take what the Producers say 
seriously when they won’t even attempt to engage in any truly 
honest and meaningful dialogue?

But it gets worse. They keep saying they own the gas. They 
don’t. They have strong economic rights to produce the gas 
conditioned upon certain performance requirements. All you 
have to do is reference our constitution and the Mineral 
Leasing Act setting forth our rights and obligations to 
understand that.

The sincerity in which these hyperboles are put forward has 
me believe that the presenters believe it, because their bosses 
want them to believe it. When in fact, we own the resources, 
and when our tenant violates the lease, we not only have a 
right, but a duty to wrestle control back of our vast gas 
resources and make them available to a hungry nation.

But there’s more; The North Slope producers, through a slight 
of hand amendment gimmickry arc attempting to accomplish 
with amendments what they are failing to accomplish with 
their aforementioned propaganda, by asking you to provide for 
non-conforming bids and or to require their upstream 
participation. This would put them right back in control of 
our destiny.

I think your esteemed colleague Representative Doogan might 
have said it best about the Producer’s attempt to build a 
pipeline when he said ‘i f  they wanted to build one, they’d be 
building one. They arc immensely profitable companies. The 
federal government is offering loan guarantees. And they 
control the most important chip in the entire game, the North 
Slope gas that makes a pipeline possible. They have everything
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they need to build a pipeline. They aren’t building one. The 
only logical conclusion is that they don’t want to build one.”

believe Representative Doogan is right, or at least the three 
producers won’t be able to get together and agree to a project 
to more forward anytime in the foreseeable future. The North 
Slope producers were offered everything imaginable under the 
Stranded Gas Act, and still chose defiance. The people spoke 
in the last election, recognizing the Murkowski plan 
represented a huge giveaway. Why should we think if we offer 
them less, they will do more now?

We arc in a game of chicken with the North Slope Producers, 
and we lose if we don’t have the backbone to secure access to 
our gas and offer it in a free market and open process. The 
nanosecond that a line is approved, I believe the producers will 
participate, rather than being left out of one of the biggest 
investment opportunities in U.S. history, risk losing their leases 
due to obvious non-pcrformancc, or face the wrath of Congress 
for their intransigence. We urge you to limit amendments to 
ones that increase the likelihood of a successful open season 
process rather than ones that tilt in favor of Producer control.

The sad thing is that the corporate heads of the North Slope 
producers are spending all their time trying to lean us back to 
their own exclusive sole-sourcc process, instead of trying to be 
competitive. They are gambling that propaganda is a cheaper 
way to get what they want than the cost of being competitive.
In a time when our legislative and public processes are subject 
to heightened Federal judicial scrutiny due to the potential of 
conflicts of interest, let’s prove them wrong. Let’s pass AGIA 
with the few meaningful amendments that in your wisdom will 
increase the chances of a good pipeline and route sooner than 
later. Don’t force a special session, and thereby increase the 
risk of failure to act. Thank you for your time and the 
opportunity to comment.



T e s t i m o n y  b y  t h e  H o n o r a b l e  W a l t e r  J .  H i c k e l ,  H o u s e  a n d  S e n a t e  

F i n a n c e  C o m m i t t e e s ,  M a y  1 , 2 0 0 7  -  J u n e a u

T h a n k  y o u  fo r  i n v i t i n g  u s  to  test ify  h e r e  t o d a y .

O u r  N o r t h  S l o p e  n a t u r a l  g a s  is  A l a s k a ’ s g re a te s t  o p p o r t u n i t y  to  g u a r a n t e e  the  
l o n g - t e r m  v i a b i l i t y  o f  o u r  state.

A n d  A l a s k a  is  o n  th e  r ig h t  c o u r s e  to  m a k e  a  g a s l i n e  a  r e a l it y  i n  th is  
g e n e r a t io n .

I t ’ s a  la r g e  p r o je c t  w o r t h y  o r  o u r  gre at  state.

I  a m  j u s t  b a c k  f r o m  M o s c o w  w h e i e  I  h a v e  b e e n  w o r k i n g  w it h  R u s s i a n  
le a d e r s  o n  t w o  o t h e r  g r e a t  p r o je c t s .

T h e  o p e n i n g  o f  t h e  N o r t h e r n  S e a  R o u t e  to  t h e  w o r l d  . . . . a  d e c i s i o n  that w i l l  
l i n k  th e  P a c i f i c  a n d  t h e  A t l a n t i c  o c e a n s .

It  w i l l  b e  a  b r e a k t h r o u g h  o f  th e  s a m e  d i m e n s i o n  as  t h e  P a n a m a  C a n a l .

A n d  w e  d o n ’ t h a v e  to  b u i l d  a  c a n a l !

T h e  s e c o n d  g r e a t  p r o je c t  is  a t u n n e l  b e n e a t h  t h e  B e r i n g  S tr a it ,  l i n k i n g  th e  
U . S .  a n d  R u s s i a .

T h o s e  w h o  a t t e n d e d  t h e  C o n f e r e n c e  last T u e s d a y  i n  M o s c o w  r e a l iz e  h o w  
s e r io u s  th e  R u s s i a n s  arc  a b o u t  t h is  v is io n a r y  c o n c e p t .

T h i s  l i n k  b e t w e e n  t h e  U n i t e d  States  a n d  R u s s i a  is  g o i n g  to  h a p p e n .

A n d  it ’ s g o i n g  to  c h a n g e  th e  w o r l d .

Alaska's immediate opportunity, however, is our  North Slope natural
gas.

A n d  it is  u p  to  o u r  G o v e r n o r  a n d  th is  le g is la t u r e  to  m a k e  s u r e  it is  u s e d  lo r  
th e  m a x i m u m  b e n e f i t  o f  o u r  p e o p l e ,  as m a n d a t e d  b y  o u r  c o n s t i t u t io n .



K e e p  i n  m i n d  th a t  t h e  p e o p l e  o f  A h  s k a . . . t h e  v o t e r s  w h o  e le c t e d  y o u . . . a r e  
t h e  o w n e r s  o f  t h is  g a s .

Y o u  a n d  G o v e r n o r  P a l i n  are t h e  trustees o f  t h e ir  i n h e r i t a n c e . . .

. . . w o n  i n  o u r  s t a t e h o o d  b a t t le  a n d  o u r  S t a t e h o o d  A c t .

T h e  c o m p a n i e s  w h o  h o l d  P r u d h o e  B a y  le a s e s  h a v e  p u r c h a s e d  t h e  r ig h t  to 
“ p r o d u c e ”  o u r  g a s .

T h a t ’ s w h y  w e  c a l l  t h e m  th e  “ p r o d u c e r s . ”

B u t  t h e y  d o n ’ t o w n  t h e  g a s .

A n d  t h e y  are  r e q u i r e d ,  t h r o u g h  t h e  le a s e s  t h e y  h o l d ,  to  s e l l  o u r  g a s  it  t h e y  
c a n  e a r n  a  “ r e a s o n a b l e  p r o f  I .

S o  le t ’ s g e t  started .

G o v e r n o r  S a r a h  P a l i n ’ s p l a n  is  a  g o o d  o n e .

S h e  h a s  t h r o w n  o p e n  t h e  p r o c e s s  to  m a k e  su r e  that th e  S ta te  f i n d s  t h e  v er y  
best a n d  m o s t  t i m e l y  p r o je c t .

H e r  t e a m  h a s  d e s i g n e d  l e g i s l a t i o n  to  p u t  t h e  n e e d s  o f  A l a s k a n s  first.

It  m e a n s  r e v e n u e s  for  s la t e  g o v e r n m e n t .

. . . g a s  for  o u r  h o m e s . . .

. . . g a s  for o u r  b u s i n e s s e s . . .

. . . a n d  g a s  for  o u r  r e m o t e  v i l l a g e s  that a re  i n  d e s p e r a t e  n e e d  o f  a f f o r d a b le  
e n e r g y .

It m e a n s  m a k i n g  s u r e  that  th e  v a l u a b l e  g a s  l i q u i d s . . .

. . . a r e  a v a i l a b l e  for  in -s t a t e  p r o c e s s i n g  to  c re a te  h i g h - p a y i n g  l e g a c y  j o b s  for 
g e n e r a t io n s  o f  A l a s k a n s .



I t  m e a n s  a  p i p e l i n e  th at  e n c o u r a g e s  e x p l o r a t i o n .  . . b y  t h e  p r o d u c e r s  a n d  b y  
o t h e r  c o m p a n i e s ,  la r g e  o r  s m a l l ,  that b e l i e v e  t h e y  c a n  f i n d  m o r e  g a s .

B e l i e f  is  t h e  k e y  to  p r o s p e c t i n g . . .  a n d  it is  th e  k e y  to  l i f e .

B e l i e v e  m e ;  w e  h a v e n ’ t b e g u n  to  e x p l o r e  t h e  n a t u r a l  g a s  p o t e n t i a l  o f  o u r  
state.

A n d  w e  n e e d  a  p i p e l i n e  that  w i l l  a c c o m m o d a t e  t h e  d is c o v e r ie s  o f  t h o s e  
b e l ie v e r s .

I n  m y  v i e w ,  t h is  d o e s  N O T  m e a n  s h i p p i n g  o u r  g a s  t h r o u g h  C a n a d a .

A n y  C a n a d i a n  r o u te  h a s  to  r e s o l v e . . .

. . . ’ ’ F ir s t  N a t i o n ”  l a n d  c l a i m s .

T r e a t y  p r o b l e m s .

A  l o n g ,  e x p e n s i v e  r o u t e .

L e g a l  is s u e s  a m o n g  c o m p e t i n g  C a n a d i a n  interests .

A n d  o n e  b i d d e r  w h o  w a n t s  to u s e  o u r  g a s  i n  t h e  A l b e r t a  tar s a n d s  to  p r o d u c e  
o i l . . .

. . . a n  o u t r a g e o u s  p l a n  for  t r i l l i o n s  o f  c u b i c  feet  o f  c le a n  A l a s k a  g a s  s o  n e e d e d  
b y  o u r  n a t i o n  a n d  th e  w o r l d .

I n  m y  v i e w  a n d  i n  t h e  v i e w  o f  th e  m a jo r i t y  o f  A l a s k a n s . . .

. . . “ m a x i m u m  b e n e f i t ”  m e a n s  a n  A l l  A l a s k a  G a s l i n c . . . . f r o m  P r u d h o c  to 
V a l d e z .

It m e a n s  a  p i p e l i n e  started s o o n e r  a n d  c o m p l e t e d  s e v e r a l  y e a r s  s o o n e r .

It m e a n s  a n  e n e r g y  s o u r c e  for o u r  v i l l a g e s  a n d  c it ie s .

It means feedstock for value-added industries and jobs in Alaska.



W e  a d d r e s s e d  t h e  s a m e  is s u e  i n  t h e  1 9 6 0 s  a n d  1 9 7 0 s  o v e r  N o r t h  S l o p e  o i l .  

W e  h a d  t o  f o r c e  t h e  o i l  c o m p a n i e s  to  d r i l l  at P r u d h o e .

W h e n  I  w a s  e le c t e d  G o v e r n o r  i n  1 9 6 6 ,  B P  h a d  a lr e a d y  g i v e n  u p .

S o  h a d  a l l  t h e  o t h e r s  e x c e p t  A t l a n t i c  R i c h f i e l d .

I n  e a r ly  1 9 6 7 , 1 f l e w  to  P r u d h o e  to  m e e t  w it h  t h e ir  h e a d  g e o l o g i s t  H a r r y  
J a m i s o n .

A n d  h e  a n n o u n c e d  th at  t h e y ,  t o o ,  w e r e  g o i n g  to  p u l l  o u t .

(Ad lib: “You drill, or I will.”)

I n  1 9 6 8 ,  th at  r ig  d is c o v e r e d  th e  b i g g e s t  o i l  f i e l d  i n  t h e  h is t o r y  o f  N o r t h  
A m e r i c a .

B u t  t w o  y e a r s  la te r  as I n t e r io r  S e c r e t a r y  I h a d  to  la k e  E x x o n  to t h e  m a t ,  or  
there  w o u l d n ’ t h a v e  b e e n  a  t r a n s - A l a s k a  o i l  p i p e l i n e .

(Ad lib: “Or I’m going public!”)

N o w  w e  h a v e  a n o t h e r  G o v e r n o r  w h o  is  r e a d y  to  s t a n d  u p  for  A l a s k a  a n d  
A l a s k a n s .

A n d  th e  p e o p l e  are  b e h i n d  h er .

L a d i e s  a n d  g e n t l e m e n  o f  t h e  S ta te  L e g i s l a t u r e ,  th is  is  y o u r  m o m e n t  to  step  
fo r w a r d  a n d  s t a n d  w it h  h e r .

T h e  p e o p l e  o f  A l a s k a  w a n t  a  g a s l i n e  n o w .

T o g e t h e r  y o u  c a n  m a k e  h is t o r y ,  a n d  A l a s k a  w i l l  l o n g  r e m e m b e r  th is  
g e n e r a t io n  o f  l e a d e r s h i p .

T h a n k  y o u .



A l a s k a  N a t u r a l  G a s  P i p e l i n e  P r o j e c t
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-  E c o n o m i c s  m u s t  b e  b a s e d  o n  t h e  c o m p l e t e  p r o j e c t

•  F i r m  t r a n s p o r t a t i o n  c o m m i t m e n t s  m u s t  b e  a c c o u n t e d  f o r  

i n  p r o j e c t  e c o n o m i c s

-- U p s t r e a m  p a y s  f o r  t h e  m i d s t r e a m

-  W i t h o u t  F T  t h e r e  i s  n o  p r o j e c t

e  L o n g - t e r m  c a s h  g e n e r a t i o n  i s  h i g h l y  i m p o r t a n t

- C a s h  f l o w  w e i !  b e y o n d  1 0  y e a r s  r e m a i n s  v i t a l

9  N e e d  c o m m o n  u n d e r s t a n d i n g  o f  p r o j e c t  t o  d e t e r m i n e  

b e s t  w a y  f o r w a r d

3



W h a t  i s  s o  i m p o r t a n t  a b o u t  F T ?

®  F i r m  T r a n s p o r t a t i o n  c o m m i t m e n t s  ( F T )  b y  t h e  r e s o u r c e  o w n e r s  

a r e  n e e d e d  f o r  a  g a s  p i p e l i n e  c o m p a n y  t o  g e t  f i n a n c i n g

-  " N o  c u s t o m e r s ,  n o  c r e d i t ,  n o  p i p e l i n e "  ( T r a n s C a n a d a )

" N o  p r o d u c e r s ,  n o  p i p e l i n e "  ( E n b r i d g e )

•  F T  i s  a  b i n d i n g  f i n a n c i a l  o b l i g a t i o n

-  n o t  s i m p l y  " c o m m i t t i n g  g a s  t o  a  p i p e l i n e "

•  R e q u i r e s  m u l t i - b i l l i o n  d o l l a r  c o m m i t m e n t s  b y  r e s o u r c e  o w n e r s

-  A s s u m i n g  4 . 5  b c f d ,  $ 3 . 5 0 / m c f ,  2 5  y e a r  t e r m  $ 1 4 4  b i l l i o n

•  L o n g  t e r m  c o m m i t m e n t s  r e p r e s e n t  r e a l  r i s k

-  T w o  r i s k s :

• Price risk (over time, market price will not cover FT cost a n d  produce an 
acceptable return on the investment)

• Supply risk (will not have sufficient gas to use the FT commitment over time)
-  R i s k  i s  b o r n e  b y  t h o s e  m a k i n g  t h e  c o m m i t m e n t s



P r o j e c t  R i s k  R e s i d e s  w i t h  t h e  R e s o u r c e  O w n e r s  f y
bp

R E S O U R C E

O W N E R S
P r o d u c t i o n  
R i s k  _

R E S E R V E S

Volume and 
deliverability risk

N A T U R A L  G A S  

M A R K E T S

Market volatility
F i s c a l
R i s k

PIPELINE
COMPANY

Passes risks on via 
the toll

G O V E R N M E N T S

Change in fiscal terms

A H  r i s k s  a r e  e i t h e r  

b o r n e  d i r e c t l y  b y  t h e  

r e s o u r c e  o w n e r s  o r  

p a s s e d  t o  t h e m  v i a  

t h e  m a r k e t  o r  t h e  

t o l l .

F i n a n c e
R i s k

F i s c a l  /  S c h e d u l e  
R i s k

CAPITAL
MARKETS

Repayment risk

MATERIALS AND 
CONSTRUCTION

Material, labor, 
equipment costs

GOVERNMENTS/
REGULATORS

Regulatory delay & 
fiscal terms

T h o s e  b e a r i n g  a  r i s k  a r e  c o m m e r c i a l l y  m o t i v a t e d  t o  m a n a g e  t h a t  r i s k
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B P  M e s s a g e s  o n  A G I A

•  A G I A  n e e d s  s i g n i f i c a n t  m o d i f i c a t i o n  t o  r e s u l t  i n  a  s u c c e s s f u l  

p r o j e c t

®  A s  d r a f t e d ,  B P  w i l l  n o t  b e  a b l e  t o  s u b m i t  a  b i d  u n d e r  A G I A

•  A s  d r a f t e d ,  i t  i s  d i f f i c u l t  t o  e n v i s i o n  c i r c u m s t a n c e s  t h a t  w o u l d  

a l l o w  B P  t o  m a k e  a  f i r m  t r a n s p o r t a t i o n  c o m m i t m e n t  t o  a  

l i c e n s e d  p r o j e c t  u n d e r  A G I A

W h y ? . . .

-  N e g o t i a t e d  r a t e  p r o t e c t i o n  u n a v a i l a b l e  u p o n  e x p a n s i o n  

S u b s i d i z a t i o n  o f  c o m p e t i t o r s  i s  c o m m e r c i a l l y  u n r e a s o n a b l e  

R e s o u r c e  t e r m s  i n s u f f i c i e n t  t o  j u s t i f y  F T  c o m m i t m e n t

•  B P  i n t e n d s  t o  b i d  i f  A G I A  i s  a p p r o p r i a t e l y  m o d i f i e d

br
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K e y  C o n c e r n s  P r e v e n t i n g  B P  B i d  U n d e r  A G I A

I n  t h e  o r d e r  t h e y  a p p e a r  i n  H B - 1 7 7

•  . 1 3 0 ( 2 ) f B )  /  . 2 1 0  -  " D e t a i l e d "  d e s c r i p t i o n  o f  d e s i g n  r e q u i r e s  

s u b s t a n t i a l  c u s t o m e r  c o n s u l t a t i o n ,  e n g i n e e r i n g

-  FERC Order 2005 requires "good faith estimate''

•  . 1 3 0 ( 2 ) ( C - D )  -  C a n ' t  " d e m o n s t r a t e "  e c o n o m i c  v i a b i l i t y

- "nobody can say today whether this project is economic or not" (Mid­
American Energy); need bottoms-up cost and revenue estimate

•  ■ 1 3 0 ( 7 ' )  -  R e q u i r e s  s u b s i d i z a t i o n  o f  c o m p e t i t o r s  &  e l i m i n a t e s  

n e g o t i a t e d  r a t e  p r o t e c t i o n s

- contrary to ANGPA & FERC rules
- imposes unreasonable commercial risk

•  . 1 3 0 f  1 3 )  -  C o m m i t m e n t  t o  r e s e r v e  c a p a c i t y  f o r  i n - s t a t e  d e l i v e r y  

p o i n t s ,  r e g a r d l e s s  o f  o p e n  s e a s o n  o u t c o m e

imposes unreasonable commercial risk
not consistent with FERC Order 20C5 [157.34(c)(8)]

•  . 1 5 0 ( a )  -  R e l e a s e  o f  p r o p r i e t a r y  i n f o r m a t i o n  t o  c o m p e t i t o r s  

a f t e r  l i c e n s e  a w a r d  c r e a t e s  h u g e  e x p o s u r e



K e y  C o n c e r n s  P r e v e n t i n g  B P  B i d  U n d e r  A G I A

I n  t h e  o r d e r  t h e y  a p p e a r  i n  H B - 1 7 7

#  . 2 0 0 ( a )  -  M u s t  a c c e p t  F E R C  c e r t i f i c a t e  d e s p i t e  c o n d i t i o n s

-  could add significantly to project cost

#  . 2 0 0 ( b )  -  M u s t  s a n c t i o n  p r o j e c t  w i t h i n  o n e  y e a r  o f  F E R C  

c e r t i f i c a t i o n ,  r e g a r d l e s s  o f  c o s t

-  failure to sanction results in loss of all data to state (engineering, design, 
contracts, permits, etc.)

#  . 2 3 0 ( a ) ( 2 )  /  . 2 1 0  -  I n  b r e a c h  i f  s u b s t a n t i a l  d e v i a t i o n  f r o m  p l a n  

s e t  o u t  i n  a p p l i c a t i o n

Unless it increases NPV, is ordered by AOGCC or isn't foreseeable
FERC, BLM, municipal agencies, Canada, etc. could require changes to 
project specs outside state control

#  . 2 4 0 ( c )  -  E f f e c t i v e l y  n o  w a y  t o  a b a n d o n  a n  u n e c o n o m i c  

p r o j e c t ;  l i c e n s e e  s u b j e c t  t o  d a m a g e s

#  . 3 1 0  -  . 3 2 0  -  F i s c a l  t e r m s  i n s u f f i c i e n t ;  r i s k  o f  n o  F T  c u s t o m e r s

"no customers, no credit, no pipeline" (TransCanada)



H o w  A G I A  c a n  h e l p  d e l i v e r  a  s u c c e s s f u l  p r o j e c t  Q
bp

•  A d d r e s s  a r e a s  o f  k e y  c o n c e r n  l i s t e d  o n  p r i o r  s l i d e s  

®  A l l o w  a p p l i c a n t s  t o  r e s p o n d  t o  S t a t e ' s  o b j e c t i v e s

-  P r e s c r i b i n g  s o l u t i o n s  u p  f r o n t  w i l l  n o t  r e s u l t  i n  t h e  b e s t  p r o j e c t

•  A v o i d  e x c l u s i v i t y  t o  e n s u r e  a  p i p e l i n e  g e t s  b u i l t

E v e n  a s  a m e n d e d ,  A G I A  c r e a t e s  e x c l u s i v i t y

-  F e d e r a l  m o a e l  e n c o u r a g e s  c o m p e t i t i o n  i n  t h e  m a r k e t p l a c e

•  A d d r e s s  f i s c a l  t e r m s  t o  e n c o u r a g e  F T  c o m m i t m e n t s  

n e e d e d  f o r  a  s u c c e s s f u l  p r o j e c t

A l l o w  r e s o u r c e  o w n e r s  t o  m a k e  o f f e r  i n  b i d

•  A l l o w  d u e  p r o c e s s  o f  a p p e a l ,  r e m o v e  p o t e n t i a l  O r d e r  

2 0 0 4  c o n f l i c t ,  o t h e r  c l a r i f y i n g  e d i t s
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B P ' s  Vision for A l a s k a

€* B P  h a s  a  l o n g  h i s t o r y  i n  A l a s k a . . . .

9  . . .  . a n d  w e  l o o k  f o r w a r d  t o  a  5 0 - y e a r  f u t u r e  

9  T h a t  f u t u r e  i s  o n l y  p o s s i b l e  w i t h  a  g a s  p i p e l i n e

•  B P  w a n t s  t o  b i d  u n d e r  A G I A  a n d  h o p e s  i t  w i l l  b e  m o d i f i e d  a p p r o p r i a t e l y

□ Light Oil n  Vigcous □ Heavy ■ Gas 
—  Current decline with continued investment



•  J o b s  f o r  A l a s k a n s

0  A d d i t i o n a l  r e v e n u e  f o r  f u t u r e  g e n e r a t i o n s

I n c r e a s e d  e c o n o m i c  a c t i v i t y  

&  N e w  b u s i n e s s e s  c r e a t e d

W h a t  A  S u c c e s s f u l  G a s l i n e  M e a n s  € j

bp

#  L o n g  t e r m  g a s  s u p p l y
o p p o r t u n i t y  f o r  A l a s k a n s

#  A  m o r e  d i v e r s i f i e d  e c o n o m y  

f o r  d e c a d e s


