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FISCAL NOTE
STATE OF ALASKA Fiscal Note Number hb i77cs(o*gk>nr-o*g-04-io-o7
2007 LEGISLATIVE SESSION Bill Version: cs hb 177 (0*G)__________

() Publish Date: ____________________
Revision Date/Time (Note if correction):______________________Dept. Affected; Natural Resources
Title Natural Gas Pipeline Project__________________RDU Resource Development_______
_____________________________________________________ Component Alaska Gasline Inducements Act
Sponsor Rules Committee__________________________ ____________________________________
Requester House Resources__________________________ Component No. new

Expenditures/Revenues________________________________(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 . o-o . 0.0 0.0
|CAPITAL EXPENDfTURES | 500,000.0* I I I I I
|CHANGE IN REVENUES ( ) | | | | I |
FUND SOURCE___________________    (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0
Estimate o f any current year (FY2007) cost: 0.0
Check this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal: [
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This bill authorizes the Alaska Gasline Inducement Act (AGIA) which would create a competitive public process for inviting 
applicatio 3 for a license under this Act. The application process would include certain application requirements before an 
application can be considered as well as criteria by which the Commissioners of Natural Resources and Revenue will evaluate all 
qualifying applications

The Act would also create inducements including: state matching contributions for pipeline construction in an amount not to exceed 
$500 million and the benefit of a state gas pipeline coordinator.

Under the AGIA, the licensee or its designated affiliate would be entitled to state matching contributions for qualified expenditures 
(post license costs incurred by the licensee that are directly and reasonably related to obtaining a certificate of public necessity and 
convenience from the FERC or RCA for development of the project).
(Continued on next page).

Prepared by: Kevin Banks. Acting Director  Phone 269-8800
Division Oil and Gas Date/Time 4/10/2007

Approved by: Tom Irwin, Commissioner__________________________________  Date 4/10/2007
Agency Natural Resources________________________________________
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FISCAL NOTE

ANALYSIS CONTINUATION

Until the close of the first binding season, the state will match up to 50 percent of the licensee's qualified expenditures pursuant to 
the amount specified in the application. After the close of the first bine ng open season, the state may match the qualified 
expenditures at the amount specified but the amount may be no greater than 80 percent. Over a five year period, these 
contributions may not exceed $500 million. The present value of the state's total $500 million contribution would be roughly $415 
million, because state spending will be spread over several years.

AGIA will generate a number of project benefits that could more than ''ffset its costs. The size of these benefits will depend on 
ultimate project scope and market prices, which AGIA leaves to the competitive process. Actual benefits will vary depending upon 
project terminus (Alberta. Chicago), size (1.2 Bcf/day. 4.5 Bcf/day). mode of transport (pipeline only, pipeline plus LNG facilities), 
among other things. Illustrative benefits shown here assume a 4.3 Bcf/day project to Alberta, Canada with a construction cost that is 
50% greater than assumed in 2001. Results are presented in present value dollars, assuming a discount rate of 5%, to recognize 
that a dollar of state benefit received in the future will be worth less than a dollar spent today.

First, AGIA is likely to result in a project sooner than if no pipeline legislation is passed. By having the state agree to shoulder a large 
share of the up-front capital that is particularly risky, AGIA ensures that in exchange project proponents commit to move the project 
forward past clearly defined benchmarks. Because AGIA results in a project sooner, the current value of project revenues to the 
state is enhanced. Assuming a gas price of $5.50, if AGIA accelerates project startup by one year, from 2017 to 2016, state benefits 
will exceed $1.6 billion; a two-year acceleration in the project returns $3.2 billion; a three-year acceleration generates $4.9 billion.

Second, AGIA's requirement of a minimum 70 percent share of debt in the determination of tariffs ensures that the state will not pay 
unnecessarily high transportation costs. Without this protection, project tariffs could be calculated on the basis of 60 or even 50 
percent debt and still pass regulatory scrutiny. The tariff benefits of a 70 percent debt structure, rather than 60 percent or 50 percei t, 
are 26 cents and 55 cents per MMBtu, respectively. The savings to the state are $1.25 billion and $2.63 billion, respectively. 
Meanwhile, lower tariffs improve project economics for holders of both existing and yet to be discovered gas resr "ves, thereby 
increasing the likelihood that the project will commence sooner. The degree to which such savings are realized depends on how, 
absent AGIA's requirements, project tariffs would otherwise have been determined.

Third, AGIA's pipeline access provisions promise to increase competition for exploration and development of Alaska's gas 
resources, leading to earlier and more significant pipeline expansions, The value to the state of such expansions is scenario specific, 
and cannot be accurately predicted That said, if AGIA's expansion provisions caused the pipeline to expand by 10% in year 3 of its 
operations, whereas without AGIA such an expansion would not occur, the increase in state royalty and taxes would be roughly $3 
billion in today's dollars. Even if the chances that such an expansion would otherwise not occur were only one in five the AGIA 
investment of $500 million would more than pay for 'tself in this provision alone

Finally. AGIA will directly ensure lower tariffs. The state's direct investment in up-front development costs would reduce the cost of 
moving gas to Alberta by roughly 4 cents. The present value royalty and tax benefits of this 4 cent tariff reduction come to $183 
million. Put differently, assuming $5.50 gas prices, during pipeline operation the state will receive roughly 45% of the value of its 
contribution in increased royalty and production tax benefits. And at gas prices of $7.50 or higher the state's up-front contribution 
actually generates more in royalty and tax benefits than it costs.

This fiscal note assumes that the FY07 Supplemental Appropriation for Gasline requested in HB138/SB82-Sec2(a&b) will be fully 
funded.

* $300,000,000 was appropriated last year (SLA2006/Ch13/Sec14) from the general fund to Alaska Housing Finance Corporation 
for the purpose of funding capital projects including financing expenses and may be available to partially fund the matching grant.

STATE OF ALASKA BILL NO. c s h b  177 (o*G)________

2007 LEGISLATIVE SESSION
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F ISCAL NOTE

Revision Date/Time (Note if correction):______________________Department. Labor and Workforce Development
Title: Natural Gas Pipeline Project__________________RDU: Office of the Commissioner_______
______________________________________________________Component: Commissioner's Office____________
Sponsor Rules Committee____________________________ _____________________________________________
Requester: House RES__________________________________Component Number: 340

STATE OF ALASKA Fiscal Note: HB177CS-DOLWD-CO-Q4-12-07
2007 LEGISLATIVE SESSION Bill Version: CSHB 177(0&G)__________________

() Publish Date: __________

Expenditures/Revenues_______________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.___________________
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2U10 FY 2011 FY 2012 FY 2013
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES 6,500.0 | 18,750.0 | 11,500.0 | 11,500.0 | 11,500.0 11,500.0 |
CHANGE IN REVENUES ( ) I I I
FUND SOURCE_____________________________________________ (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

6.500.0 18,750.0 11,500.0 11,500.0 11,500 0 11.500 0

TOTAL 6,500.0 18,750.0 11,500.0 11,500.0 11,500.0 11,500.0

Estimate of any current year (FY2007) cost: None
Mark this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal: 
POSITIONS ___________________________________________
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)

See Attached.

Prepared by: Guy Bell. Assistant Commissioner________________________  Phone: 465-2700
Division: Commissioner's Office Date/Time: 4/12/07 4:11 PM
Approved by: Click Bishop, Commissioner______________________________ Date: 4/12/2007
Agency: Department of Labor and Workforce Development__________

( R e v ile d  9/18/2006 O M B l Page 1 of 4



ANALYSIS: (continued)

The Alaska Gasline offers Alaskans the opportunity for thousands of high paying jobs with tremendous 
legacy potential. To ensure Alaskans are considered first for these jobs, the state needs to invest up-front 
in determining the best way to deliver that workforce by placing Alaskans first, maximizing job opportunities 
for all Alaskans, including rural Alaskans and Alaska Natives developing a training plan taking into account 
existing skills versus required skills, and developing training infrastructure, and implementing and 
expanding training programs so employers hire Alaskans qualified for pipeline jobs.

This fiscal note outlines the Alaska Department of Labor and Workforce Development’s (DOLWD) 
estimate of the cost of a comprehensive training program to deliver a prepared Alaska workforce for the 
Alaska Gas Pipeline. The investment is broken down over a six year period as follows:

FY 08 Gasline Pro ject Budget Request: $ 6,500.0 GF

1. Pipeline Training Center_______________$ 4.100.0 GF
This would fund a grant to the Alaska Works Partnership to build and equip a comprehensive pipeline 
trades training facility in Fairbanks. The facility would contain classroom and shop space for pipeline trades 
training classes. The center will also include a gas compressor training module. Trades to be trained would 
include but not be limited to pipefitters, heavy equipment operators, plumbers, carpenters, mechanics and 
electricians. It is estimated that up to 8,000 Alaskans will be trained at this facility through FY 13.

2. Strategic Planning and Research________ $ 850.0 GF
This would fund three activities: (1) strategic planning to be overseen by the Commissioner of the 
Department of Labor and Workforce Development and the Alaska Workforce Investment Board; (2) Gas 
line Occupational Supply and Demand Analysis; and (3) Rural Alaskan and Alaska Native Skills Inventory 
and Gasline Employment Interest.

Commissioner'3 Office, Gasline Workforce Plan $ 275.0 GF
Funding to retain experts to assist the Commissicner and the Workforce Investment Board in developing a 
comprehensive Gasline Workforce Development strategy. Areas of technical assistance include innovative 
training strategies, training technology upgrades, workforce health and safety issues and development of 
an outcome driven workforce analysis system. This support will allow the Commissioner's Office to 
incorporate the specialized knowledge associated with meeting the workforce development needs of a 
mega project with the resources already available through the various divisions of the department. The 
department will ensure that Alaska's workforce development concerns for the gas line are well described 
and articulated to potential producers or contractors.

Page  2 of 4



FISCAL NOTE

STATE OF ALASKA BILL VERSION: C3HB 177(Q&G)
2007 LEGISLATIVE SESSION

ANALYSIS: (continued^

Research & Analysis Section $ 250.0 GF
The department's Research & Analysis Section (R&A) will assess the supply and demand for labor 
resulting from both the construction and operation of the gas pipeline. In an effort to ensure that a qualified 
workforce exists at the time of gasline construction, DOLWD will conduct an occupational supply ard 
demand analysis to identify potential workforce gaps.

R&A will assist with the development of strategies to close the projected skills gap. Strategies may include 
the identification of “training gaps" and the development of career information products that encourage 
Alaskans, of all ages, to consider potential shortage occupations when planning their careers.

Alaska Labor Exchange System Improvement $ 325.0 GF
The Emp , ment Security Division will improve the web-based, Alaska Labor Exchange System (ALEXsys) 
to allow the department to complete a state-wide inventory of workers' individual skill sets and better 
identify a qualified Alaskan workforce and potential training opportunities for Alaskans in preparation for the 
construction and maintenance phases of the Alaska gasline.

3. Direct Training $ 500.0 GF
This investment will continue and expand the extremely successful pipeline trades training program in 
Fairbanks. The department will take steps to ensure that jobs are immediately available at the end of each 
training program by obtaining the commitment to apprentice agreements from employers.

4. University of Alaska S 750.0 GF
Engineering and Construction Management programs.

5. Alaska Laborers Training School $ 300.0 GF
To purchase a D3 Rock Drill to enhance training delivery.

FY 09 G as Pipeline P roject B udget R equest: $ 18,750.0 GF

1. Other Training Infrastructure $ 15,000.0 GF
Provide essential upgrades to various training facilities throughout the state to provide site-specific 
specialized training. Potential sites include AVTEC and Regional Training Centers located throughout rural 
Alaska.

3. Direct Training_____________ $ 2.500.0 GF
This investment will continue and expand the extremely successful pipeline training in Fairbanks, and other 
targeted training as determined by the training priorities developed by the department and the Alaska 
Workforce Investment Board. The department will take steps to ensure that jobs are immediately available 
at the end of each training program by obtaining the commitment to apprentice agreements from 
employers.

Page 3 o f 4
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FISCAL NOTE

STATE OF ALASKA BILL VERSION: CSHB 177(0&G)
2007 LEGISLATIVE SESSION

ANALYSIS: (continued)

4. University of Alaska__________$ 1.250.0 GF
Engineering and Construction Management programs.

FY 10 to FY 13 Gas Pipeline Project Budget Request: $ 46,000.0 GF

1. Direct Training $ 40.000.0 GF
Annual investment of $10 million to continue and expand training. The department will take steps to ensure 
that jobs are immediately available at the end of each training program by obtaining the commitment to 
apprentice agreements from employers.

2. University of Alaska $ 6.000.0 GF
Provide $1,500.0 annually to support Engineering and Cons, jction Management programs.

Page 4 of 4



F ISCAL NOTE

Revision Date/Time (Note if correction):____________________ Dept. Affected;__________OOG______________
Title "An Act relating to the Alaska Gasline____________ RDU Executive Operations____________
_____________Inducement Act....*___________________________Component Executive Office________________
Sponsor Rules Committee_____________________________ ______________________________
Requester House Resources Committee___________________Component No. _6_________

STATE OF ALASKA Fiscal Note Number: cshbi77(OSG>-oog-eo-4-i8-o7
2007 LEGISLATIVE SESSION Bill Version: CSHB 177 (O&G)

() Publish Date: ____________________

Expenditures/Revenues________________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below _______
OPERATING EXPENDITURES FY 2008 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

78.6 368.6 378.2 385.9 396.6 404.6
8.0 20.0 20.0 20.0 20.0 20.0
18.2 56.4 56.4 56.4 56.4 56.4
8.0 20.0 20.0 20.0 20.0 20.0
20.0

TOTAL OPERATING 132.8 465.0 474.6 482.3 493.0 501.0
[CAPITAL EXPENDITURES [
CHANGE IN REVENUES ( ) |
FUND SOURCE___________________________________________(Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

132.8 465.0 474.6 482.3 493.0 501.0

TOTAL 132.8 465.0 474.6 482.3 493.0 501.0

Estimate of any current year (FY2007) cost: 0.0_____
Mark this box (X) if funding for this bill is included in the Governor's FY 2008 budget proposal: [
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page if necessary)
This fiscal note assumes the office will begin functioning at the onset of the last quarter of FY08.

Personal services consists of a state gas pipeline coordinator (R28A), an inter-governmental coordinator 
(R24), and an executive secretary (R14).

Prepared by: Gail Fenumiai, Asst. Administrative Director___________________  Phone 465-3885
Division Division of Administrative Services____________________________ Dale/Time 4/20/2007. 2:40pm

Approved by: Linda J. Perez. Administrative Director________________________  Dute 4/20/2007________
Agency Office of the Governor______________________________________

( R e v is e d 9/18/2006 OMB) Page 1 of 1



A l a s k a  S t a t e  L e g i s l a t u r e  

H o u s e  R e s o u r c e s  C o m m i t t e e

C a rl G a tto , C o -C h a ir

Juneau, AK  99801-1182 
(907)465-3743 

FAX (907) 465-2381 
Rep_Carl_Gatto@legis.state.ak.us

State Capitol Building, Room 108

C ra ig  Jo h n so n , C o -C h a ir

State Capitol Building, Room 126

Juneau, AK 99801-1182 
(907)465-4993 

FAX (907)465-3872 
Rcp_Craig_Jolinson@lcgis.state.ak.us

M E M O R A N D U M

T O : L eg is la tiv e  L ega l -  attn : D o n  B u llock

F R O M : H ea th  E. H ily ard , C o m m itte e  A ide
H o u se  R eso u rces  C o m m ittee

D A T E :

R E: C S H B  177 D ra ftin g  R eq u est 

A p ril 2 5 th, 2007_____________

T h e  H o u se  R eso u rc es  C o m m ittee  ad o p ted  and  m o v ed  o u t C S H B  177 (2 5 -G H 0 1 0 6 0 \K ) 
w ith  the  fo llo w in g  am en d m e n ts . 1 h av e  in c lu d ed  the  ty p ed  a m en d m e n ts  w h ere  p ro v id ed  
b y  the  m em b ers .

P age  3, lin e  5 -  a fte r “ ce rtif ic a te ” IN S E R T  “o r  am en d ed  c e r tif ic a te ”

P ag e  3, lin es  13-15 -  D E L E T E  su b sec tio n  (3 )

P ag e  4, lin e  4  -  IN S E R T  w h ich  m a y  not b e  the ro u te  d e sc rib ed  in  A S  3 8 .3 5 .0 1 7 (b ).”

P ag e  4, lin e  8 -  a f te r  “ p o in ts” IN S E R T  “u n less  th e  ap p lica tio n  p ro p o se s  sp ec ific  in -sta te  
d e liv e ry  p o in ts .”

P ag e  4, lin e  10 C O N C E P T U A L  -  a f te r  “p ro je c t” IN S E R T  “ a d e ta iled  d esc rip tio n  o f  all 
p ip e lin e  a c ce ss  an d  ta r i f f  te rm s that th e  ap p lican t w o u ld  p ro p o se  to  o ife r ,”

P ag e  4, l in e  2 4  -  a f te r  “ se rv ic e s”  D E L E T E  re m a in in g  lan g u ag e  th ro u g h  line 26

P age  11, lin es  2 -5  -  D E L E T E  su b sec tio n  (c)

P ag e  12, lin e  6 -  D E L E T E  “s ix ” R E P L A C E  W IT H  “ fiv e”

P ag e  13, ap p ro x  lin e  3 C O N C E P T U A L  -  from  2 5 -G H 1 0 6 0 \M  (O & G ), p ag e  11, line lb -  
17 IN S E R T  su b se c tio n  (5 ) and  re n u m b e r ap p ro p ria te ly

P ag e  14, lin e  22  C O N C E P T U A L  -  a f te r  “c e r tif ic a te '1 IN S E R T  “ o r  am en d ed  ce rtif ic a te” 
and  co n fo rm  all s im ila r  re fe re n ces  o f  th e  sam e  n a tu re  th ro u g h o u t th e  e n tire  docum en t.

mailto:Rep_Carl_Gatto@legis.state.ak.us
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P ag e  15, lin e  17 -  a f te r  “ In th is  se c tio n ”  S U B S T IT U T E  “ e ffec tiv e  d a te  o f  th e  c e r tif ic a te ” 
fo r  “ tim e  th e  c e r tif ic a te  is a w a rd e d ”

P ag e  15, lin e  8 -  a f te r  “ab an d o n ”  IN S E R T  “ an d  tra n s fe r  the  ce r tif ic a te ”

P a g e  15, lin e  15 C O N C E P T U A L  -  b e tw e en  “ (a )”  and  “ (b )” IN S E R T  “ o r” D E L E T E  “ , o r  
(c )” ; a f te r  “d e s ig n e e .” IN S E R T  “A  tra n s fe r  u n d e r  (c) o f  th is  sec tio n  is at 5 0  p e rcen t o f  th e  
l ic e n s e e ’s n e t co s t.”

P ag e  15, lin e  2 7  -  IN S E R T  “ c o n se rv a tio n ” b e tw e en  “ g a s ” an d  “ co m m iss io n ”

P ag e  16, lin e  11-12 -  a fte r “ a n d ” D E L E T E  “so  lo n g  a s  te rm s o f  the  l ic e n se  co n tin u e  to 
a p p ly ”  an d  S U B S T IT U T E  “u n til co m m e n c e m e n t o f  co m m erc ia l o p e ra tio n s”

P ag e  17, lin e  31 C O N C E P T U A L  -  IN S E R T  “ o r  s ta te ’s d e s ig n e e ” b e tw e en  “ s ta te”  and 
“ a ll”  an d  co n fo rm  a ll s im ila r  re fe ren ces  o f  th e  sa m e  n a tu re  th ro u g h o u t th e  en tire  
d o cu m en t.

P ag e  17, lin e  28  th ro u g h  P ag e  18, lin e  2 -  D E L E T E  th e  en tire  sec tio n  

P ag e  18, lin e  31 -  D E L E T E  “ ty p ica lly ”

P ag e  19, lin es  3 -4  -  D E L E T E  su b sec tio n  (d ) an d  re n u m b e r ac co rd in g ly

P ag e  19, lin es  2 6 -2 9  -  a fte r “ co o rd in a to r.”  D E L E T E  all m ateria l th ro u g h  “ e le c te d .”

P ag e  19, lin e  17 -  b e tw e en  “ s ta te”  and  “o f ’ IN S E R T  “ 50  p e rcen t”

P ag e  2 2 , lin e  15 -  D E L E T E  “ in co rp o ra te  in to  th e  f ra se  te rm s o f  th e  re le v an t re g u la tio n  as 
f ix ed  co n tra c t te rm s”  R E P L A C E  w ith  lan g u ag e  o». P ag e  22, lin e  22 from  “ in c o rp o ra te” 
th ro u g h  th e  sem i-co lo n .

Page 14, line 24 & 1 ne 30 -  after “i f ’ DELETE “, at the time the certificate is awarded,”
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CS FO R  HOUSE BILL NO. 177(RES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - FIRST SESSION

BY THE HOUSE RESOURCES COM M ITTEE

Offered:
Referred:

Spoasor(s): HOUSE RULES COM M ITTEE BY REQUEST OF THE GOVERNOR

A BILL

FO R AN ACT EN TITLED

1 |  "A n Act relating to the A laska Gasline Inducem ent Act; provid ing  inducem ents for the 

construction of a n a tu ra l gas pipeline and shippers th a t com m it to use tha t pipeline;

establishing the Alaska G asline Inducem ent Act m atching contribution fund; providing 

fo r an Alaska Gasline Inducem ent Act coordinator; m aking conform ing am endm ents; 

and  providing for an effective date."

BE IT  ENACTED BY TH E LEGISLATURE OF TH E STA TE O F ALASKA:

* Section 1. A S 43 is a m en d e d  by  ad d in g  a new  ch ap te r to  read :

C h ap ter 90. Alaska Gasline Inducem ent A c t 

Article 1. Inducem ent to Construction of a N atural G as Pipeline in this State.

Sec. 43.90.010. Purpose. T he p u rpose  o f  th is  c h a p te r  is to en co u rag e  

ex p ed ited  co n stru c tio n  o f  a natu ra l gas p ipeline  that

(1 ) fa c ilita te s  co m m erc ia liza tio n  o f  N o rth  S lo p e  gas reso u rces  in the

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

the North Slope; ^

(3) maximizes benefits to the people of the state(from thejdevelopment 

of oil and gas resources in the state; and

(4) encourages oil and gas lessees and other persons] in the statg to 

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

markets in this state or elsewhere.

A rticle 2. A laska Gasline Inducem ent Act License.

Sec. 43.90.100. Gas p ro je c t (a) The commissioner of revenue and the 

commissioner of natural resources, acting jointly, may award an Alaska uasline 

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 atural gas pipeline p ro jec t construction inducem ent, (a) 

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

licensee or its designated affiliate to receive a ..

( 1 ) subject to appropriation, state matching contributions in'|a total! I 

amount not to exceed $500,000,000, paidfto the licensee louring the) five-year period | 

s'  ■^ ^immediately following the date the license is awarded; the payment period may be 

extended under an amendment or modification under AS 43.90.210; a payment under 

this paragraph shall be made according to the followingjj

(A) on or before the close of 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 ma^ not Exceed] 50

percent of the qualified expenditures incurred before the/(en<iiof the first 

binding open season;

(B) after the close of the first binding open season, the state 

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

license; however, the state's matching contribution may not be greater than 80 

percent of f!ie qualified expenditures incurred after the close of the first

CSHB 177(RES) -2-
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binding open season; 4i2:

(C ) ( ^ q u a l i f ie d  e x p e n d itu re ]^  %! co s tith a tQ s] in cu rred  a f te r  the

licen se  is is su ed  u n d e r  th is  c h a p te r ,^  in cu ire d jb y  th e  licen se e  o r the lic en se e ’s
Qf<=_

d esig n a ted  a ffilia te , a n d ] I sj d irec tly  an d  re a so n ab ly  re la ted  to  o b ta in in g  a
oCcvf'T'tLr' 4  4 ci OiA

c e r t if ic a te ' o f  p u b lic  co n v en ien ce  and  n ecess ity  fro m  th e  F  ie ra l  E n erg y  

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 lask a , as 

ap p ro p ria te , fo r  d ev e lo p m e n t o f  the p ro jec t; | "q u a lif ied  ex p en d itu re^  d o es n o t 

in c lu d e  o v e rh ead  co s ts , litigation  co sts , ^he co s t o f  aij( asse feo r w o rk  p roduc t]
lyJKt'CEr  ̂ —, qA « r  ».rt' i  ft V

(acq u ired  b y  th e  lic en se e  befo re  the licen se  is issu e^ q c iv ilT p en a ltie s .l^ g m in a l 

penalties^ o r  fines ;

(2) th e  b en e fit o f  an A laska G aslin e  In d u c em en t A ct co o rd in a to r w ho  

has the  au th o rity  p re sc r ib e d  in A S  4 3 .9 0 .2 5 0 jfan d ] *

^ ( 3 )  ~ th e  b en e fits  o f  co o rd in a tio n  w ith  q u a lif ie d  tra in in g  o rg an iza tio n s  

tha t p rep are  in d iv id u a ls  fo r  em p lo y m en t in  gas p ip e lin e  p ro jec t m an ag em en t, 

co n stru c tio n , o p era tio n , m a in ten an ce , and  o th e r g as p ip e lin e -re la te d  positions.

(b ) T h e  c o m m iss io n e r  o f  revenue in co n su lta tio n  w ith  th e  co m m issio n e r o f  

na tu ra l re so u rces  sh a ll ad o p t reg u la tio n s fo r d e te rm in in g  w h e th e r an  ex p en d itu re  is a 

q u a lif ied  ex p en d itu re  fo r  th e  p u rp o ses  o f  (a) o f  th is  sec tion . J

Sec. 43.90.120. R equest for aj plications for the license, (a) T h e  

co m m iss io n e rs  shall co m m en c e  a pub lic  p rocess to  req u es t ap p lica tio n s  fo r a licen se  

u n d er th is  ch ap te r as  so o n  as p rac ticab le  a fte r th e  e ffec tiv e  d a te  o f  th is chapter.

(b ) T h e  c o m m iss io n e rs  m ay  use in d ep en d en t c o n tra c to rs  to  assist [them  in 

d ev e lo p in g  the  a p p lic a tio n ,a n d  in  eva lua ting(jh3  ap p lica tio n s  r e c e iv e d ^ w W - W ^

(c) T h e  p ro v is io n s  o f  A S  3 6 .30  d o  not ap p ly  to  re q u es ts  fo r  app lica tions u n d er

  __   3 ' or' ■fer ie.en£*L- <\wA uO(|R->th is  chapter.

Sec. 43.90.130. Application requirements?) In o rd e r  to  be  considered  fo r the 

license , an  ap p lican t sh a ll f ile  an  app lication  that is c o n s is ten t w ith  the term s o f  the 

req u est fo r ap p lica tio n s u n d e r  A S  43.90.12(1 and  shall^

( 1) \ Vfne the  application^ by the  d ea d lin e  estab lish ed  by the 

co m m iss io n e rs  in the re q u e s t fo r  app lica tions;

(2) p ro v id e  a d e ta iled  d escrip tion  o f  a p ro p o se d  natura l gas p ip e lin e
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1 p ro jec t fo r  tran sp o rtin g  natu ral g as  fro m  th e  N orth  S lope  to  m ark e t, w h ich  m ay 

2 || in c lu d e  m u ltip le  design  p ro p o sa ls , in c lu d in g  d iffe ren t p ro p o sa ls  fo r  p ip e  d iam eter,

w all th ick n ess , and  tran sp o rta tio n  cap ac ity , an d  w h ich  shall inc lude  

4  |  (A ) the ro u te  p ro p o se d  fo r  the  na tu ra l g as p ip e lin e ; j L -

£ J )  |  (B ) (the-fc)eatien~qfj r e c e i p t e d  d e liv ery  p o in ts  an d  th e  s ize  and

6 f d es ig n  cap ac ity  o f  the  p ro p o sed  n a tu ra l g as  p ip e lin e  at th e  p ro p o se d  re ce ip t and

15

17

\ 7  d e liv e ry  po in ts , ex cep t tha t th is  in fo rm a tio n  is n o t req u ired  fo r  in -s ta te  delivery

8 

9 

10  

11

12 II a n d  asso c ia ted  budget fo r d e v e lo p in g  the  p ro p o sed  p ro jec t jamTwo rk ^ tsso e ia ted

13 w ik h -H h e ^ a c ^ t- th a ^ in d u H e a  fie ld  w o rk , en v iro n m en ta l s tu d ies , d es ig n  and
|| y^oo-3-V l">e  ^ _ p f "T lt a r \Y  t <w p I

(C ) an an a ly sis  d em o n s tra tin g  the  'econom ic a n d  technical 

v ia b ility  [Tf the  p ro je c jjfV s _ r© ^ u j> e  A io H s e

(D ) an  e c o n o m ic a lly  an d  tech n ica lly  v iab le  w o rk  p lan , tim eline , .
\ t>C.\ r\  ̂ •‘■̂ T

en g in ee rin g ,']^n p lem en tin g i p rac tic e s  fo r  co n tro llin g  ca rb o n  e m iss io n s  from  

n atu ra l gas system s as e s tab lish ed  by  the  U n ited  S ta tes E n v iro n m en ta l
•V'ClO-'  V\fc. Q-gP V 1 «-**■/->+ \Ki< "  Cc-v\f>l '-f

P ro tec tio n  A gency , a n d 'C o m p ly in g  w ith  all ap p licab le  s ta te , fe d e ra l, and

in te rn a tio n a l regu la to ry  req u irem en ts  tha t a ffec t the p ro p o sed  p ro jec t; the

18 | ap p lican t shall address the fo llo w in g :

19 (i) if  th e  p ro p o se d  p ro jec t invo lves a  p ip e lin e  in to  o r

20  through  C anada, a  d e ta iled  d esc rip tio n  o f  the ap p lican t's  p lan  to  obtain

21 n ecessary  rig h ts-o f-w ay  an d  au th o riz a tio n s  in C anada , a d esc rip tio n  o f

22 |  the  transporta tion  se rv ices  to  be p ro v id ed  and a d esc rip tio n  o f  ra te-

23 m ak ing  m ethodo log ies th e  ap p lica n t w ill p ropose  to  th e  reg u la to ry

24  agencies, an estim ate  o f  ra te s  and  ch a rg es fo r  all se rv ices , and  a

25 d e ta iled  descrip tion  o f  all a c cess  and  ta r if f  term s that the  app lican t

26 w ould  p ropose  to  o ffer;

27 (ii) i f  the  p ro p o sed  p ro jec t in v o lv es  m arine

78 transporta tion  o f  liq u efied  na tu ra l g as , a d esc rip tio n  o f  the m arine

) transporta tion  serv ices to  be p ro v id ed  and  a d escrip tio n  o f  p roposed

) ra te -m ak in g  m eth o d o lo g ies; an  es tim ate  o f  ra tes  an d  ch a rg es  fo r  all

serv ices by  th ird  p artie s; a d e ta iled  d esc rip tio n  o f  all p ro p o sed  access

CSHB 177(RES) .4.
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an d  ta riff  te rm s  fo r  liq u e fa c tio n  serv ices o r, i f  a  th ird  p a r ty  w ould 

perfo rm  liq u e fa c tio n  se rv ices , the  id en tifica tio n  o f  th a t th ird  p arty  and 

the term s a p p lica b le  to  the  liq u efac tio n  serv ices; a co m p le te  descrip tion  

o f  the m arin e  seg m en t o f  the  p ro jec t, in c lu d in g  th e  p roposed  

o w n ersh ip , co n tro l, a n d  c o s t o f  liq u efied  n a tu ra l gas tankers, the 

m an ag em en t o f  sh ip p in g  se rv ices , liq u efied  n a tu ra l gas export 

d estin a tio n , re g as ifica tio n  fac ilitie s  an d  p ip e lin e  fac ilitie s  n eed ed  for 

tran sp o rt to  m ark e t d es tin a tio n s ; the entity o r  en titie s  th a t w ou ld  be 

req u ired  to  o b ta in  n ecessa ry  ex p o rt p e rm its  an d  licen ses  o r  a certificate  

o f  p u b lic  co n v e n ie n ce  an d  n ecessity  from  th e  F H e ra l  E nergy  

R eg u la to ry  C o m m iss io n  fo r th e  tran sp o rta tio n  o f  liq u efied  natural gas 

in in te rs ta te  co m m erce  i f  U n ited  S ta tes m arke ts  a re  p ro p o sed ; ■md all 

r ig h ts-o f-w ay  o r  au th o riza tio n s  req u ired  from  a  fo re ig n  co u n try ;

(3) i f  th e  p ro p o se d  p ro jec t is w ith in  the ju r isd ic tio n  o f  the F eder

E n e rg y  R eg u la to ry  C o m m iss io n , c o m m it to

(A ) co n c lu d e , b y  a  d ate  ce rta in  that is no t la te r  than  36  m ontl 

a f te r  the  date  the  licen se  is issu ed , a  b in d in g  op en  season  th a t is co n sis ten t wit 

the  req u irem en ts  o f  18 C .F .R . P a rt 157, S u o p art B (O pen  S easo n s fo r A lask 

N a tu ra l G as T ra n sp o rta tio n  P ro jec ts ) an d  18 C .F .R . 157 .30  - 157.39;

to  u se  the p re -filin g  p ro c ed u re s  se t o u t in  18 C .F .R . 157.21 by a d a te  certain  

a n d  u se  those  p ro c ed u re s  befo re  filin g  an ap p lica tio n  fo r a ce rtifica te  o 

am en d ed  ce rtifica te  o f  p u b lic  co n v en ien ce  and  n ecessity ; and

ce rtif ica te  o r am en d ed  ce rtifica te  o f  pub lic  co n v en ien ce  and  n ecessity  to 

au th o rize  the co n stru c tio n  and  op era tio n  o f  the p ro p o sed  p ro jec t d escrib ed  in 

th is  sec tion  by a d a te  c e rta in ;

(4) i f  the p ro p o se d  p ro jec t is w ith in  the ju r isd ic tio n  o f  the R egu la to ry  

C o m m iss io n  o f  A laska, co m m it to

(A ) c o n c lu d e , by  a d a te  ce rta in  that is n o t la te r than 36 m onths 

a f te r  the  date the  licen se  is issued , a b ind ing  open  season  tha t is consisten t with

(B ) ap p ly  fo r  F ed era l E n erg y  R eg u la to ry  C o m m issio n  approva

(C ) a p p ly  fo r a  F ederal E n erg y  R eg u la to ry  C om m ission
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1 |  the  req u irem en ts  o f  A S 4 2 .0 6 ; and

2  |  (B ) ap p ly  fo r  a ce rtifica te  o f  p u b lic  c o n v e n ie n c e  an d  n ecessity

3 to  au th o rize  the  co n s tru c tio n  and o p era tio n  o f  the  p ro p o se d  p ro jec t by  a date

4  certain ;

5 (5 ) a f te r  the  f irs t b ind ing  open  seaso n , co m m it to  assess  the  m arket

6 * d em an d  fo r add itiona l p ip e lin e  capacity  at lea s t ev e ry  tw o  y ea rs  th ro u g h  p u b lic

7  |  n o n b ind ing  so lic ita tio n s  o r  s im ila r  m eans;

8 (6) c o m m it to  ex p an d  the p ro p o sed  p ro jec t in  rea so n ab le  en g in ee rin g

9  increm ents and  on  co m m erc ia lly  reaso n ab le  te rm s tha t en c o u ra g e  ex p lo ra tio n  and

10 d ev e lo p m en t o f  gas re so u rces  in th is  state; in th is  p arag rap h ,

11 |  (A ) "co m m erc ia lly  re aso n ab le  te rm s"  m e a n s  that, su b jec t to the

12 |  p ro v isio n s o f  (7 ) o f  th is  section , rev en u e  from  tran sp o rta tio n  co n trac ts  covers

13 |  the  co st o f  th e  ex p an sio n , in c lu d in g  in c reased  fue l c o s ts , an d  a  reaso n ab le

14 re tu rn  on cap ita l as au th o rized  by  the F ed era l E n erg y  R eg u la to ry  C o m m issio n

15 o r  the R eg u la to ry  C o m m issio n  o f  A lask a , as ap p lic a b le , and  th ere  is no

16 im p airm en t o f  the p ro p o sed  p ro jec t's  ab ility  to  re c o v e r  th e  co sts  o f  ex is tin g

17 facilities;

18 (B ) "reasonab le  en g in eerin g  in c re m en ts"  m ean s  the am o u n t o f

19 add itional cap ac ity  th a t co u ld  be ad d ed  b y  co m p re ss io n  o r a p ipe  add ition

20 using  a co m p re sso r size  o r p ipe size, as ap p licab le , tha t is su b s tan tia lly  s im ila r

21 to  the o rig inal co m p re sso r size and the o rig inal p ip e  size ;

22 (7) m ake a  co m m itm en t that the app lican t

23 (A ) w ill p ropose  and su p p o rt the re co v ery  o f  m ain line  cap ac ity

24 expansion  costs , in c lu d in g  fuel costs, from  all m ain lin e  sy s tem  users th rough

25 ro lled-in  ra tes as p ro v id ed  in (B ) an d  (C ) o f  th is  p a rag rap h  o r  th rough  a

26 com bination  o f  in c rem en ta l and  ro lled -in  ra tes as p ro v id ed  in (D ) o f  this

27 paragraph;

28 (B ) w ill p ropose  and  su p p o rt the re co v e ry  o f  m ain lin e  cap ac ity

29 expansion  costs, in c lu d in g  fuel costs, from  all m a in lin e  sv stem  users th rough

30 ro lled-in  rates; an ap p lican t is o b ligated  u n d er th is  su b p arag rap h  on ly  i f  the

31 ro lled-in  rates w ou ld  in crease  the rates
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th an  15 p ercen t ab o v e  th e  in itia l m ax im u m  reco u rse  ra tes  fo r  cap ac ity  

acq u ired  befo re  co m m erc ia l o p era tio n s co m m en ce ; in  th is  sub­

su b p arag rap h , "in itia l m ax im u m  reco u rse  ra tes"  m ean s  the  h ig h e s t  cost- 

b a se d  ra tes  fo r an y  sp ec if ic  tran sp o rta tio n  se rv ice  se t by  th e  Federal 

E n e rg y  R eg u la to r)’ 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 th e  N a tio n a l E n e rg y  B o a rd  o f  C an ad a , as ap p ro p ria te , w hen 

the  p ip e lin e  co m m en ces co m m erc ia l o pera tions;

ra te  fo r  p ip e lin e  cap ac ity  o n  the  d a te  o f  co m m en cem en t o f  com m ercia l 

o p era tio n s  w here  the  h o ld e r  o f  the  cap ac ity  is n o t an  a ffilia te  o f  the 

o w n e r o f  the p ip e lin e  p ro jec t; fo r  the p u rp o se s  o f  th is  sub­

su b p arag rap h , "n eg o tia ted  ra te "  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 te  that v aries fro m  th e  o therw ise  

ap p licab le  co s t-b a sed  ra te , o r  reco u rse  ra te , set o u t in  a g as  p ipeline 's  

ta r if f  ap p ro v ed  by the  F ed e ra 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 issio n  o f  A lask a , o r  the N a tio n a l E n e rg y  B o ard  o f  

C an ad a , as ap p ro p ria te ; o r

co m m ercia l o p era tio n s co m m en c e , to  a  level th a t is n o t m o re  than 115 

p ercen t o f  the  v o lu m e-w e ig h ted  av e rag e  o f  all ra te s  co lle c te d  by the 

p ro jec t o w n e r fo r p ip e lin e  c a p a c ity  on the date  co m m erc ia l operations 

co m m en ce;

(C ) w ill, i f  re c o v e ry  o f  m ain lin e  cap ac ity  ex p a n s io n  costs, 

in c lu d in g  fuel costs , th rough  ro lled -in  ra te  trea tm en t w o u ld  in c rease  the  rates 

fo r  cap ac ity  d esc rib ed  in  (B ) o f  th is p a rag rap h , p ro p o se  and  su p p o rt th e  partial 

ro ll- in  o f  m ain lin e  expansion  co sts , in c lu d in g  fuel costs, to  the ex ten t that rates 

a c q u ired  befo re  com m ercia l o p e ra tio n s  co m m en ce  do  not ex c eed  the  levels 

d e sc rib ed  in (B ) o f  this p arag rap h ; J

in c lu d in g  fuel costs, that, u n d e r ro lled -in  ra te  trea tm en t, w o u ld  re su lt in rates

(ii) oy  n o t m o re  than  15 p ercen t ab o v e  th e  n eg o tia ted

(iii) fo r  c a p a c ity  acqu ired  in  an  ex p a n s io n  after

(D ) m ay, fo r the  re co v ery  o f  m ain lin e  cap ac ity  ex p a n s io n  costs,
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21

22

23

24

25

26

27

28

29

3 0

31

tha t ex c eed  the  lev e l in  (B ) o f  th is  parag raph , p ro p o se  an d  su p p o rt th e  reco v ery  

o f  those  c o s ts  th ro u g h  a n y  co m b in a tio n  o f  in c re m en ta l an d  ro lle d -in  ra tes;

(E ) w ill n o t e n te r  in to  a  n eg o tia ted  ra te  a g re e m e n t th a t w ould  

p rec lu d e  th e  ap p lican t fro m  co llec tin g  from  an y  sh ip p e r, in c lu d in g  a  sh ip p er 

w ith  a n e g o tia ted  ra te  ag reem en t, the  ro lled -in  ra te s  th a t a re  req u ired  to  be 

p ro p o sed  an d  su p p o rted  by  th e  app lican t u n d e r (B ) o f  th is  p a rag rap h  o r the 

partia l ro lled -in  ra tes th a t a re  req u ired  to  b e  p ro p o se d  a n d  su p p o rted  b y  the 

app lican t u n d e r (C ) o f  th is  paragraph ;

(8) s ta te  h o w  th e  ap p lican t p ro p o ses  to  d ea l w ith  a  N o rth  S lo p e  gas I 

trea tm en t p lan t re g a rd le ss  o f  w h e th e r  that p lan t is p a r t o f  th e  a p p lica n t's  p ro p o sa l, and, 

to  the  ex ten t tha t th e  p lan t w ill b e  o w n e d  en tire ly  o r in  p a r t b y  th e  ap p lica n t, co m m it to  

se e k  ce rtifica te  au th o rity  fro m  th e  F ed era l E n erg y  R e g u la to ry  C o m m iss io n  i f  the 

p ro p o se d  p ro jec t is en g a g ed  in  in tersta te  co m m erce  o r  f ro m  th e  R eg u la to ry  

C o m m iss io n  o f  A lask a  i f  the  p ro jec t is  no t en g a g ed  in in te rs ta te  co m m erce ; fo r  a 

N o rth  S lope gas trea tm en t p lan t th a t w ill be o w n ed  e n tire ly  o r  in  p a r t  by  th e  app lican t, 

fo r  ra te -m ak in g  p u rp o ses , c o m m it to  value p rev io u sly  o w n e d  asse ts  th a t a re  part o f  the 

g as  trea tm en t p lan t at n e t b o o k  value; d esc ribe  the g as trea tm e n t p lan t, in c lu d in g  its 

d es ig n , en g in ee rin g , co n s tru c tio n , o w n ersh ip , an d  p lan  o f  o p e ra tio n , th e  id en tity  o f  any  

th ird  p a r ty  tha t w ill p a r tic ip a te  in  the ow n ersh ip  o r  o p e ra tio n  o f  th e  g as  trea tm ent 

p lan t, and  the m ean s  b y  w h ich  th e  app lican t w ill w ork  to  m in im iz e  the  e ffec t o f  the 

c o s ts  o f  the fac ility  o n  the  tariff; I

(9) p ro p o se  a p e rcen tag e  an d  to tal d o lla r  a m o u n t fo r the state 's 

m a tch in g  co n trib u tio n  u n d e r A S  4 3 .9 0 .1 10(1)(A ) an d  (B ), to  b e  sp ec ified  in the 

licen se ;

( 10) c o m m it to  p ro p o se  an d  sup p o rt ra te s  fo r  the p ro p o sed  p ro jec t and 

fo r  an y  N orth  S lo p e  g as  tre a tm e n t p lan t that the ap p lican t m ay  o w n , in w ho le  o r  in 

p art, tha t are b ased  o n  a cap ita l s tru c tu re  fo r ra te -m ak in g  tha t c o n s is ts  o f  n o t les: han 

70  p e rcen t deb t; ;

( 11) d e sc rib e  th e  m ean s fo r p rev en tin g  o r  m a n ag in g  c o s t o v erru n s fo r 

the  p ro p o sed  p ro jec t, an d  the  m easu res  fo r m in im iz in g  the  e ffec t fro m  an y  o verruns; I

( 12) 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  natural
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gas in  th is s ta te ;

(1 3 ) co m m it to  o ffe r  firm  tran sp o rta tio n  serv ice  to  d e liv e ry  p o in ts  <n 

th is s ta te  a s  p a rt o f  the ta riff  reg ard less  o f  w h e th e r  an y  sh ip p ers  b id  su c c e ss fu lly  in a 

b ind ing  o p en  sea so n  fo r firm  tran sp o rta tio n  se rv ic e  to  delivery  p o in ts  in th is  sta te , and 

co m m it to  o ffe r  d is tan ce -sen sitiv e  ra te s  to  d e liv e ry  p o in ts  in th is  s ta te  co n sis ten t w ith 

18 C .F .R . 157 .3 4 (c)(8 );

(1 4 ) co m m it to  e s tab lish  a lo ca l head q u arters  in  th is  s ta te  fo r the 

p ro p o sed  p ro jec t;

(1 5 ) to  the ex ten t p erm itted  b y  law , co m m it to

(A ) h ire  q u a lif ied  re s id e n ts  from  th ro u g h o u t th e  s ta te  fo r 

m an ag e m en t, eng ineering , co n s tru c tio n , o p era tio n s, m a in ten an ce , an d  o th er 

p o s itio n s  on  the  p roposed  p ro jec t; i

(B) co n trac t w ith  b u s in e sse s  lo ca te d  in .he sta te ;

(C ) estab lish  h irin g  fa c ilitie s  o r  use  ex is tin g  h iring  fac ilitie s  in 

the sta te ; and  ;

(D ) use, as fa r as is p ra c tic ab le , the jo b  ce n te rs  an d  asso c ia ted  

se rv ices  o p e ra ted  by  the D e p artm en t o f  L a b o r and  W o rk fo rce  D ev e lo p m en t 

an d  an In tem e t-b ased  lab o r exchange sy s tem  o p era ted  b y  th e  state;

(1 6 ) w aive the righ t to  ap p eal the  issuance o f  a  licen se  to  an o th er 

ap p lican t o r  to  ap p eal the d e term in a tio n  u n d er A S  4 3 .9 0 .1 8 0 (b ) tha t no ap p lica tio n  

m erits the is su an ce  o f  a license;

(17 ) co m m it to  n eg o tia te , b e fo re  co n stru c tio n , a  p ro jec t labo r 

ag reem en t; in  th is  paragraph , "p ro ject lab o r ag reem en t"  m ean s a co m p reh en siv e  

co llec tiv e  b a rg a in in g  ag reem en t b etw een  the lic en se e  o r its agen t an d  the ap p ro p ria te  

labo r re p resen ta tiv e s  to  ensu re  ex p ed ited  co n s tru c tio n  w ith la b o r s tab ility  fo r the 

p ro jec t by  q u a lif ied  residen ts  o f  the state; j

(18 ) com m it that the sta le  m a tch in g  co n trib u tio n  rece iv ed  by  the 

licensee m ay  n o t be  included  in the ap p lican t's  ra te  base and  shall be u sed  as a  cred it 

aga inst the  licen see 's  co st o f  serv ice; [

(19 ) p rov ide a d e ta iled  d esc rip tio n  o f  the ap p lican t an d  o th e r en titie s  

p artic ip a tin g  w ith  the app lican t in the ap p lica tio n  an d  the p ro jec t p ro p o sed  by  the
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ap p lican t; an d  perso n s th e  ap p lica n t in ten d s to  in v o lv e  in  th e  co n stru c tio n  and 

o p era tio n  o f  th e  p ro p o sed  p ro jec t; the  d esc rip tio n  m u s t in c lu d e  the n a tu re  o f  the 

a ffilia tio n  fo r  each  p erso n , the  co m m itm e n ts  by  th e  p erso n  to  d ie  ap p lican t, an d  o ther 

in fo rm atio n  re lev an t to  the  co m m iss io n e rs ' ev a lu a tio n  o f  th e  re ad in e ss  and  ab ility  o f  

the  ap p lic a n t to  co m p le te  th e  p ro jec t p re sen ted  in the  ap p lica tio n ; an d

(20) o th e rw ise  d em o n stra te  the  read in ess  an d  a b ility  to  p e rfo rm  the 

ac tiv itie s  sp ec if ied  in th e  ap p lica tio n , in c lu d in g  fo llo w in g  th e  d e ta iled  w ork  plan, 

tim e lin e , an d  op era tio n  w ith in  th e  asso c ia ted  bud g et.

Sec. 43.90.140. Initial application review; additional inform ation requests;

10 complete applications, (a) T h e  co m m iss io n e rs  shall re v ie w  e a c h  ap p lica tio n  filed

11 u n d e r A S 4 3 .9 0 .1 3 0  to  de te : .n in e  w h e th e r it is co n s is ten t w ith  th e  term s o f  the request

12 fo r ap p lica tio n s  a n d  m eets  th e  re q u irem en ts  in A S 4 3 .9 0 .1 3 0 . T h e  co m m iss io n e rs  shall

13 re jec t an  ap p lica tio n  that d o es  n o t m ee t the te rm s o f  th e  re q u e s t fo r  ap p lica tio n s o r the

14 req u irem en ts  in  A S 4 3 .9 0 .1 3 0 .

15 (b) T h e  co m m iss io n e rs  m ay  req u est ad d itio n a l in fo rm a tio n  re la tin g  to the

16 app lica tion

17 (c) If, w ith in  the tim e  sp ec if ied  b y  the  co m m iss io n e rs , th e  app lican t fails to

18 p ro v id e  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 tion , o r  subm its

19 ad d itio n a l in fo rm atio n  th a t is n o t re sp o n siv e , the ap p lica tio n  sh a ll be  rejected .

2 0  (d) F o r an ap p lica tio n  n o t re jec ted  u n d er th is  sec tio n , th e  co m m issio n e rs  shall

21 m ak e  a d e te rm in a tio n  th a t the  app lica tio n , in c lu d in g  an y  req u es ted  additional

22 in fo rm atio n , is  com plete .

23  Sec. 43.90.J 50. P roprie tary  inform ation and  trade  secrets, (a) A t the

24  req u es t o f  the  ap p lican t, in fo rm a tio n  su b m itted  u n d er th is  c h a p te r  that the app lican t

25 id en tifies  an d  d em o n stra te s  is p ro p rie ta ry  o r  is a  trade sec re t is co n fid en tia l and  not

26 su b jec t to  p u b lic  d isc lo su re  u n d e r A S 40 .25 , un less the  ap p lican t is g ran ted  a license

27 u n d er th is  chap te r. A fte r a licen se  is aw arded , all in fo rm a tio n  su b m itted  by  the

28  licensee  u n d e r th is ch ap te r, an d  re ta in ed  fo r the p u rp o ses  o f  th is  ch ap te r, shall be m ade

29  pub lic .

30  (b) I f  the  co m m iss io n e rs  d e te rm in e  tha t the in fo rm a tio n  subm itted  by the

31 ap p lican t is no t p ro p rie ta ry  o r  is no t a trade secret, the c o m m iss io n e rs  shall no tify  the
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app lican t an d  re tu rn  th e  in fo rm a tio n  at the req u est o f  the  ap p lican t.

(c) A n  ap p lic a n t th a t ch a llen g es the aw a rd  o f  a  licen se  o r  the p ro c ess  fo r  

m ak ing  th e  aw ard  sha ll b e  c o n J r .e re d  to have c o n se n te d  to  th e  d isc losu re  o f  a ll o f  the  

in fo rm ation  su b m itte d  u n d e r th is  ch a p te r b y  th e  ap p lic a n t m ak in g  ch a llen g e , in c lu d in g  

in fo rm ation  h e ld  c o n fid e n tia l u n d er (a) o f  th is  sec tio n .

(d ) In  th is  sec tio n , "p rop rie tary"  m ean s tha t the  in fo rm a tio n  is trea ted  b y  the  

app lican t as co n fid e n tia l an d  the  p u b lic  d isc lo su re  o f  th a t in fo rm a tio n  w ou ld  a d v e rse ly  

affec t the co m p e titiv e  p o s itio n  o f  the app lican t, o r  m a te r ia lly  d im in ish  the co m m erc ia l 

value o f  the in fo rm a tio n  to  the applican t.

Sec. 43.90.160. Notice, review, and com m ent (a) T h e  co m m iss io n e rs  shall 

p ub lish  n o tice  an d  p ro v id e  a  6 0 -d ay  p erio d  fo r  p u b lic  re v ie w  and  co m m en t on all 

app lica tions d e te rm in e d  co m p le te  u nder A S 4 3 .9 0 .1 4 0 . i

(b) A p p lic a tio n s  rece iv ed  u n d er th is  c h a p te r  are no t su b jec t to  p u b lic  

d isc losu re  u n d e r A S  4 0 .2 5  u n til the co m m issio n e rs  p u b lish  n o tice  u n d er th is  sec tion . 

H ow ever, in fo rm a tio n  th a t the  co m m issio n ers  h av e  d e te rm in e d  is co n fid en tia l u n d e r 

AS 4 3 .9 0 .1 5 0  m ay  n o t be m ad e  pub lic  even  a f te r  th e  n o tice  is p u b lished  u n d e r  (a) o f  

this section , e x c e p t as p ro v id ed  in  A S  4 3 .9 0 .1 5 0 . I f  in fo rm a tio n  is held  co n fid en tia l 

u n d er A S 4 3 .9 0 .1 5 0 , th e  app lican t shall p ro v id e  a  su m m ary  o f  the co n fid en tia l 

in fo rm ation  th a t is sa tis fac to ry  to  the co m m iss io n e rs , an d  the  co m m issio n e rs  shall 

m ake the su m m ary  o f  the con fid en tia l in fo rm ation  av a ila b le  to  the pub lic . I

(c) In fo rm a tio n  p ro v id ed  by an ap p lican t to  the  co m m issio n e rs  u n d e r th is 

chapter, in c lu d in g  in fo rm atio n  de term ined  by  the co m m iss io n e rs  to  be co n fid en tia l 

u nder A S 4 3 .9 0 .1 5 0 , shall be d isc lo sed  to the leg is la tiv e  au d ito r, the  fiscal an a ly s t w h o  

serves as head  o f  the  leg is la tiv e  finance d iv is io n , agen ts  an d  co n trac to rs  o f  the 

leg islative au d ito r  and  the  fiscal analyst, and  m em b ers  o f  the leg isla tu re , on  req u es t 

and  afte r the in d iv id u a l m ak in g  the request signs a co n fid e n tia lity  ag reem en t p re p a re d  

by the co m m iss io n e rs .

Sec. 43.90.170. Application evaluation and ranking, (a) T h e  co m m iss io n e rs  

shall ev a lu a te  all ap p lica tio n s  determ ined  to  be co m p le te  u n d er A S 4 3 .9 0 .1 4 0 , 

co n sid er 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 ), an d  ran k  each ap p lica tio n  

accord ing  to the  n e t p re sen t value  o f the an tic ip a ted  cash  flo w  to the sta te  from  the
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1 U applicant’s project proposal using the factors in (b) of this section and weighted by the

2 J p ro jec t's  lik e lih o o d  o f  success b ased  on  the  co m m iss io n e rs ' a sse ssm e n t o f  th e  factors

3 |  listed in (c) of this section.

4  I (b ) W h en  eva lua ting  the  net p re sen t v a lu e  o f  an tic ip a ted  ca sh  f lo w  to  the  state

5 |  from the applicant's project proposal, the commissioners shall use an undiscounted

6  I value and, at a minimum, discount rates of two, six, and eight percent, and consider

7 |  (1) how quickly the applicant proposes to begin construction of the

8  |  proposed project and how quickly the project will commence commercial operation;

9 |  (2) the  net back  value  o f  the  g as  d e te rm in ed  by  th e  d e s tin a tio n  m arket

1 0  value of the gas and estimated transportation and treatment costs;

11 (3) the ability of the applicant to prevent or reduce project cost

1 2  overruns that would increase the tariff;

13 |  (4) the initial design capacity o f the applicant’s project and the extent

14 to which the design can accommodate low-cost expansion; and

15 (5) o th e r factors fo u n d  by  th e  co m m issio n e rs  to  be  re le v an t to  the

16 evaluation of the net present value of the anticipated cash flow to the state, including

17 the v a lu e  o f  s ta te  incom e tax o r  eq u iv a le n t p ay m en t in  lieu  o f  tax  and  supp lem en tal

18 profit-sharing to the state if contractually stipulated.

19 (c) W hen  ev a lu a tin g  the p ro jec t's  lik e lih o o d  o f  su ccess , the  com m issio n ers

20 shall c o n s id e r

21 ( 1) the reasonab leness, sp ec if ic ity , and  feas ib ility  o f  the  app lican t's

2 2  w o rk  p lan , tim eline , an d  b u d g et req u ired  to  be su b m itted  u n d e r  A S  43.90.130,

23 including the applicant's plan to manage cost overruns, insulate shippers from the

24 effect of cost overruns, and encourage shippers to participate in the first binding open

25 seaso n ;

26  (2) the financial reso u rces  o f  the app lican t;

27  (3 ) the ab ility  o f  the  ap p lican t to  co m p ly  w ith  the p roposed

28 p erfo rm an ce  schedu le ;

29 (4) the applicant's organization, experience, accounting and operational

30 |  co n tro ls , tech n ica l sk ills  o r the ab ility  to  obtai'.i them , n ecessa ry  e q u ip m en t o r  the

31 ab ility  to  o b ta in  the n ecessary  eq u ip m en t;
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(5) the  ap p lica n t's  re co rd  o f

(A ) p e rfo rm an c e  on p ro jec ts  n o t licen se d  u n d e r  th is  ch ap te r;

(B ) in te g rity  and  good  bu sin ess  e th ic s ; an d

(6) o th e r ev id e n c e  an d  factors fo u n d  b y  th e  c o m m iss io n e rs  to  be 

re le v an t to  the ev a lu a tio n  o f  th e  p ro jec t's  lik e lih o o d  o f su ccess.

(d ) In th is sec tio n , "net p re sen t value" m ean s the  d isc o u n te d  value  o f  a  fu tu re 

s tream  o f  cash  flow .

Sec. 43.90.180. Notice to  the legislature o f intent to issue license; denial of 

license, (a ) If, a fte r co n sid e ra tio n  o f  p u b lic  co m m en ts  re ce iv ed  u n d e r  A S 4 3 .9 0 .1 6 0 (a ) 

an d  ev a lu a tio n  o f c o m p le te  ap p lica tio n s  u n d er A S  4 3 .9 0 .1 7 0 , th e  co m m iss io n e rs  

d e te rm in e  th a t an ap p lica tio n  p ro p o se s  a p ro jec t tha t w ill su ff ic ie n tly  m ax im ize  the 

b en e fits  to  the p eo 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 er th is  ch ap te r, 

the  co m m iss io n e rs  shall

the d e te rm in a tio n ; the  d e te rm in a tio n  b eco m es a final ag en cy  ac tio n  in acco rd an ce  w ith  

A S 4 3 .9 0 .1 9 0 ;

(2) p u b lish  n o tice  o f  in ten t to  issu e  a  licen se  u n d e r  th is c h a p te r  w ith  

w ritten  fin d in g s ad d ress in g  th e  b as is  fo r the d e te rm in a tio n ; and

(3) su b m it the  d e te rm in a tio n  a lo n g  w ith  th e  find ings, su p p o rtin g  

d o cu m en ta tio n , and  a c o p y  o f  the  n o tice  p u b lish ed  u n d er (2) o f  th is  subsec tion  to the 

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  fo r ac tio n  as p ro v id ed  in 

A S 4 3 .9 0 .1 9 0 .

(b) If, a fte r the  ev a lu a tio n  o f  co m p le te  ap p lica tio n s  u n d e r  A S 43 .90 .1 7 0 , the , 

co m m iss io n e rs  d e te rm in e  th a t no  ap p lica tio n  su ffic ien tly  m a x im iz e s  the benefits to  the 

p eo p le  o f  th is s ta te  an d  m erits  issu an ce  o f  a licen se  u n d e r  th is chap ter, the 

co m m iss io n e rs  shall issu e  a w ritten  fin d in g  that ad d resses  th e  basis fo r 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 nder th is  (b) o f  th is  section  is a final 

ag en cy  ac tion .

Sec. 43.90.190. Legislative approval; issuance of license, (a) A fte r the 

p re s id in g  o ff ic e r  o f  each  h o u se  o f  the leg isla tu re  rece iv es  a d e te rm in a tio n  from  the

( 1) issu e  a d e te rm in a tio n , w ith  w ritten  fin d in g s ad d re ss in g  the  basis  fo r
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co m m issio n e rs  u n d e r  A S  4 3 .9 0 .1 8 0 , the ru le s  co m m itte e  o f  ea ch  h o u s e  o f  the 

leg is la tu re  sha ll in tro d u ce  a b ill in  the co m m itte e 's  re sp ec tiv e  c h a m b e r th a t  p ro v id es  

fo r  the app roval o f  th e  licen se  p ro p o sed  to  be  is su e d  b y  the co m m iss io n e rs .

(b) I f  a b ill ap p ro v in g  the  issuance  o f  th e  licen se  p asse s  th e  le g is la tu re  w ith in  

9 0  days a fte r th e  las t d a te  a p resid in g  o ff ic e r  rece iv e s  a  d e te rm in a tio n  by  the 

co m m issio n e rs  u n d e r  A S 4 3 .9 0 .1 8 0 , the co m m iss io n e rs  shall issu e  th e  lic en se  as soon 

as p rac ticab le  a f te r  th e  e ffec tiv e  d a te  o f  the A c t ap p ro v in g  the  is su a n c e  o f  th e  license .

(c) N o tw ith s tan d in g  a leg is la tiv e  ru le  th a t p ro h ib its  the  c a rry o v e r o f  a  b ill a fte r 

the end  o f  a sp ec ia l se ss io n  o r  a f te r  the en d  o f  a  re g u la r  sess io n  o f  a  leg is la tu re , a  bill 

in troduced  u n d e r (a ) o f  th is  sec tio n  that is  n o t p a sse d  o r  n o t w ith d raw n , d efea ted , 

vetoed, o r  in d e fin ite ly  p o s tp o n ed  shall be ca rried  o v e r  to  a n y  su b seq u e n t re g u la r  o r  

specia l leg isla tive  se ss io n  co n v en ed  du rin g  the  9 0 -d a y  p e rio d  d esc rib ed  in  (b ) o f  th is 

sec tion  in the sam e  read in g  o r  sta tu s it w as in  a t th e  tim e  o f  ad jo u rn m en t. H o w e v er, a 

bill in troduced  u n d e r  (a) o f  th is sec tio n  m ay  n o t be  ca rried  o v e r  to  the f irs t re g u la r 

session  o f  a leg is la tu re .

(d) I f  th e  leg is la tu re  fa ils  to  ap p ro v e  th e  issu an ce  o f  th e  licen se , the 

co m m issioners

( 1) m ay  no t issu e  the  license  tha t the  leg is la tu re  fa ile d  to  app ro v e; and

(2 ) m ay  req u es t new  ap p lica tio n s fo r  a licen se  u n d e r A S  4 3 .9 0 .1 2 0 .

Sec. 43.90.200. Certification by regulatory au thority  and  project sanction.

(a) A  licensee th a t is aw ard ed  a ce rtifica te  o f  p u b lic  co n v e n ie n ce  an d  n ecess ity  from  a 

regu la to ry  ag en cy  w ith  ju r isd ic tio n  o v e r the p ro jec t shall accep t the  ce rtifica te  w hen 

all righ ts o f  ad m in is tra tiv e  ap p eal re la ting  to  the c e r tif ic a te  h av e  ex p ired .

(b) If, a t the  tim e the  certifica te  is aw ard ed , the  licen see  has c red it su p p o rt 

su ffic ien t to fin an ce  co n s tru c tio n  o f  the p ro jec t th ro u g h  o w n e rsh ip  o f  righ ts  to  p roduce  

and  m arket gas re so u rces , firm  transporta tion  c o m m itm e n ts , o r  g o v e rn m en t financ ing , 

the licensee shall san c tio n  th e  p ro jec t w ith in  o n e  y ea r a f te r  the e ffec tiv e  d ate  o f  the 

ce rtifica te  o f  p u b lic  co n v e n ie n ce  and n ecessity  is su ed  by  the  reg u la to ry  ag en cy  w ith  

ju risd ic tio n  o v er th e  p ro jec t.

(c) If, at th e  tim e the ce rtifica te  is aw ard ed , the  licen see  d o es  no t have c red it 

support su ffic ien t to  fin an c e  co n stru c tio n  o f  the p ro jec t th ro u g h  o w n e rsh ip  o f  rig h ts  to
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p ro d u c e  a n d  m a rk e t g a s  re so u rces , firm  tran sp o rta tio n  co m m itm en ts , o r  g o vernm en t 

fin an c in g , th e  lic en se e  shall san c tio n  the p ro je c t w ith in  five years a f te r  th e  effective 

d a te  o f  th e  c e r tif ic a te  o f  p u b lic  co n v en ien ce  an d  n ecessity  issu ed  b y  th e  regu la to ry  

ag en cy  w ith  ju r is d ic t io n  o v e r the  pro ject.

fd ) I f  th e  licen se e  fails to  san c tio n  the p ro jec t tim ely  as req u ired  u n d er this 

sec tio n , th e  lic e n se e  sh a ll, upon  req u est b y  the  s ta te ,

(1 )  see k  ap p ro v al from  the F ed era l E n e rg y  R eg u la to ry  C o m m iss io n  o r 

th e  R eg u la to ry  C o m m iss io n  o f  A laska , as ap p licab le , to  abandon  to  th e  sta te  o r  the 

s ta te 's  d e s ig n ee ; an d

(2) ass ig n  to  the  s ta te  o r  the  s ta te 's  designee all p ro jec t data, 

e n g in ee rin g  d e s ig n s , co n trac ts , p erm its , and  o th e r  d a ta  re la ted  to  th e  p ro jec t that are 

acq u ired  b y  th e  lic en se e  du rin g  th e  term  o f  th e  license  befo re  the d a te  o f  the 

a b an d o n m en t o r  tran sfe r. I

(e) T h e  tra n s fe r  o f  any  ce rtifica te  o f  p u b lic  co n v en ien ce  and  n ecess ity  or 

tran sfe r u n d e r  (d ) o f  th is  sec tion  as a resu lt o f  fa ilu re  to  com ply  w ith  (a), (b ), o r (c) o f  

th is sec tio n  is a t no  c o s t  to  the s ta te  o r  the s ta te 's  d esig n ee . |

(f) In  th is  sec tio n , "tim e the ce rtifica te  is aw ard ed "  m eans the  d a te  a f te r  w hich 

all r ig h ts  o f  ad m in is tra tiv e  appeal re la tin g  to  the  ce rtif ica te  have exp ired . !

Sec. 43.90.210. Am endm ent o f o r modification to the project plan. Subject 

to  the ap p ro v a l o f  th e  co m m issio n e rs , a licensee m ay  am en d  o r  m o d ify  its  p ro jec t plan 

if  th e  a m en d m e n ts  o r  m o d ifica tio n s  im p ro v e  the  n e t p re sen t value o f  the p ro jec t to  the 

state , a re  n e c e ssa ry  b ecau se  o f  an  o rd e r issu ed  by the A lask a  O il and  Gas 

C o n serv a tio n  C o m m iss io n , o r  a re  n ecessa ry  as a re su lt o f  ch an g ed  c ircu m stan ces 

o u tsid e  th e  licen se e 's  co n tro l and  not re aso n ab ly  fo reseeab le  befo re  the license  was 

issued . A n a m e n d m e n t o r m ^ d i^ c a tio n  ap p ro v ed  u n d e r this section m ust be co n sis ten t 

w ith  th e  re q u irem en ts  in  A S 4 3 .9 0 .1 3 0  and , ex cep t fo r  an am endm ent o r m od ifica tion  

req u ired  b ec au se  o f  an o rd e r by the A lask a  O il an d  G as C o m m ission , m ay not 

d im in ish  the  n e t p re sen t value to the s ta te  o f  the  p ro jec t o r the likelihood  o f  success for 

the p ro jec t.

Sec. 43.90.220. Records, reports, conditions, and audit requirem ents, (a) A

licensee sh a ll m a in ta in  co m p le te  and  accu ra te  reco rd s o f  all ex p en d itu res  and
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c o m m itm e n ts  o f  s ta te  co n trib u tio n s rece iv ed  u n d er th is  ch ap te r, in c lu d in g  rece ip ts  and 

reco rd s  sh o w in g  th e  pay m en t o r  co s t o f  p u rch ased  item s an d  se rv ic e s , th e  nam es and 

ad d resses  o f  the  se lle rs  and  serv ice  p ro v id e rs , and  the  d a tes  o f  se rv ic e  o r  d e liv e ry .

(b) U p o n  reaso n ab le  no tice , the  co m m iss io n e rs  m ay  au d it th e  re c o rd s , books, 

and  file s  o f  the  en tity  rece iv in g  the sta te  m o n ey  o r  m ak in g  th e  e x p e n d itu re s  and 

c o m m itm e n ts  u n d e r th is  chap ter.

(c) W ith  re sp ec t to  in fo rm atio n  re lati. iO th e  p ro jec t, th e  co m m iss io n e rs  m ay 

co n d u c t h ea rin g s o r  o th e r inv estig a tiv e  in q u iries , co m p el the  a tten d a n ce  o f  w itnesses 

an d  p ro d u c tio n  o f  d ocum en ts, an d  req u ire  th e  licen see  to  fu rn ish  in fo rm a tio n  and 

d o cu m en ts  re la tin g  to  the p ro jec t in  h a rd  c o p y  o r  e lec tro n ic  fo rm at.

(d ) A fte r  a  license  has been  issu ed  an d  so  lo n g  as the  te rm s  o f  th e  license 

c o n tin u e  to  ap p ly , th e  licensee shall a llo w  the co m m iss io n e rs  to

( 1) have  a  rep resen ta tiv e  p re sen t a t a ll m ee tin g s  o f  th e  licensee 's

g o v e rn in g  b o d y  and  m eetings o f  eq u ity  h o ld ers  th a t re la te  to  the  p ro jec t;

(2) rece iv e  all re lev an t no tices  an d  in fo rm atio n  se n t to  th e  govern ing  

b o d y  a n a  eq u ity  ho lders;

(3) en jo y  the sam e access  to  in fo rm atio n  ab o u t th e  licen se e  as the

g o v e rn in g  b o d y  m em b ers  and  eq u ity  o w n ers  rece ive ; ”.nd

(4) rece iv e  re lev an t rep o rts  o r  in fo rm atio n  from  th e  lic en se e  that the 

co m m iss io n e rs  reaso n ab ly  request.

(e) A  licensee  shall m ain ta in  the reco rd s and  rep o rts  re q u ire d  u n d er this 

sec tio n  fo r sev en  years from  the  d a te  the licen see  rece iv es s ta te  m o n e y  u n d er this 

ch ap te r.

Sec. 43.90.230. License violations; damages, (a) A licen see  is  in v io la tion  o f  

the licen se  i f  the  co m m issio n e rs  d e te rm in e  that the  licensee has

( 1) co m m itted  m o n ey  rece iv ed  from  the sta te  u n d e r th is  c h a p te r  for an 

ex p e n d itu re  tha t is not a q u a lified  ex p en d itu re  u n d er A S 4 3 .9 0 .1 1 0 ;

(2) su b stan tia lly  d ep a rted  from  the sp ec if ic a tio n s  se t o u t in the 

ap p lica tio n  w ith o u t s ta te  approval o f  a  p ro jec t p lan  am en d m en t o r  m o d ific a tio n  under 

A S 4 3 .9 0 .2 1 0 ;

(3) v io la ted  any  p ro v is io n  o f  this ch a p te r  o r  an y  o th e r  p ro v is io n  o f
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state or federal law material to the license; or |

(4) otherwise violated a material term o f the license. j

(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 

notice is issued to resolve the violation informally.

(c) The commissioners may suspend disbursement of state matching 

contributions to the licensee beginning on the date that the notice of violation issued 

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

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 time specified in (b) of this section, the commissioners shall provide the 

licensee with notice that the violation has not been cured and provide the opportunity 

for the licensee to be heard. If after notice and hearing the commissioners determine 

that 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. |

(e) If the determination issued under (d) of this section finds an unresolved 

violation, the commissioners may impose one or more of the following remedies: I

( 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) ass ig n m en t to  the s ta te  o r  the s ta te 's  d e s ig n ee  o f  all p ro jec t data, 

en g in ee rin g  desig n s, co n trac ts , p erm its , and  o th er d a ta  re la tin g  to  the  p ro jec t that are 

acq u ired  by  the licen see  d u rin g  the term  o f  the license ; and

(5) any other remedies provided by law or in equity.

(f) If  the license  is rev o k ed  u n d e r (e ) o f  th is sec tio n , the  licen see  j

( 1 ) may not submit an application for the license in the event a request 

for applications is issued under AS 43.90.120 after the date of revocation; and j

(2) shall d e liv e r to  the  sta te  all p ro jec t d a ta , en g in ee rin g  designs,

WORK DRAFT WORK DRAFT 25-GH1060\K |
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1 Ii co n trac ts , r ig h ts -o f-w ay , an d  o th e r w o rk  p ro d u c t o f  the lic e n se e  that is  re la te d  to the

2 licen sed  p ro jec t.

3 Sec. 43.90.240. Abandonm ent of p ro je c t (a) I f  th e  co m m iss io n e rs  an d  the

4  licensee  ag ree  th a t  the  p ro jec t is u n eco n o m ic , th e  p ro jec t sh a ll be ab a n d o n ed , the

5 in d u cem en t p ro v id ed  fo r  in  A S 43 .9 0 .1 1 0  te rm in a ted , an d  th e  s ta te  and th e  licen see  no

6 lo n g e r have  an o b lig a tio n  u n d er this c h a p te r  w ith  re sp ec t to  th e  licen se  e x c e p t for

7 req u irem en ts  im p o sed  on  the  licensee u n d er ( 0  o f  th is  sec tio n  an d  A S 4 3 .9 0 .2 2 0 .

8 (b) I f  the  co m m iss io n e rs  o r the  licen see  d e te rm in e  the p ro jec t is u n eco n o m ic

9 and  the  o th e r  p a r ty  d isag rees , the d isag reem en t sha ll b e  se ttled  b y  arb itra tio n

10 ad m in is te red  b y  th e  A m erican  A rb itra tion  A sso c ia tio n  u n d e r  the su b s tan tiv e  and

11 p ro ced u ra l law s o f  th is  s ta te , an d  ju d g m en t on  the aw a rd  re n d e re d  by th e  a rb itra to rs

12 m ay  be  en te red  in a  su p e r io r  co u rt in the  sta te . In th e  ev e n t o f  a rb itra tio n , e a c h  party

13 II 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

14 and  the  tw o a rb itra to rs  sha ll appo in t a  th ird  a rb itra to r  fro m  the A m erican  A rb itra tion

15 A sso c ia tio n 's  N a tio n a l R o s te r  w ho shall se rv e  as th e  c h a ir  o f  the th ree -m em b er

16 a rb itra tio n  pane l. I f  th e  a rb itra tio n  panel d e te rm in e ’ J ia t  th e  p ro jec t is

17 (1) u n eco n o m ic , the s ta te  an d  the  licen see  n o  lo n g er h av e  any

18 o b lig a tio n  u n d e r th is  c h a p te r w ith  respect to  the  licen se , ex c ep t for req u irem en ts

19 im p o sed  on the  licen see  u n d e r ( 0  o f  this sec tio n  and  A S  4 3 .9 0 .2 2 0 ; o r

20 (2) n o t uneconom ic , the o b lig a tio n s  o f  th e  licensee an d  the  state

21 co n tin u e  as p ro v id ed  u n d e r this ch ap te r an d  the licen se .

22  | (c) T h e  a rb itra tio n  panel in (b) o f  this sec tio n  sh a ll m ak e  a d e te rm in a tio n  that

23 th e  p ro jec t is u n ec o n o m ic  o n ly  if  the panel fin d s that the  p a r ty  c la im in g  the  p ro jec t is

24  u n eco n o m ic  h as  p ro v e n  by a p reponderance  o f  th e  ev id en c e  th a t the

25  ( 1) p ro jec t does not have  c red it su p p o rt su ffic ien t to  finance

26 co n stru c tio n  o f  the p ro jec t th rough firm  tran sp o rta tio n  co m m itm en ts , g o v e rn m en t

27 assis tan ce , o r o th e r  so u rces  o f  financing; and

28 (2) p re d ic ted  co sts  o f  tran sp o rta tio n  at a 100 p e rcen t load  fac to r, w hen

29  I d ed u c ted  from  p re d ic ted  g as sales revenue  u sin g  pu b lic ly  av a ilab le  p red ic tio n s  o f

30  fu tu re  g a s  p rices , w o u ld  re su lt in a  p ro d u cer ra te  o f  re tu rn  tha t is below  the ra te

31 ty p ica lly  accep ted  b y  a p ru d en t oil and  g as  ex p lo ra tio n  an d  p ro d u c tio n  co m p an y  fo r
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in c rem en ta l u p stream  in v estm en t th a t is re q u ire d  to  p ro d u ce  and  d e liv e r  g as  to  the

(d ) In an  ap p eal o f  a final d e te rm in a tio n  re n d e re d  by  the  a rb itra to rs  u n d e r (b) 

o f  th is sec tio n , the  person  m ak ing  the ap p eal h as th e  b u rden  o f  proof.

(e ) If  th e  s ta te  m ak es a p ay m en t to  th e  licen see  u n d er A S 4 3 .9 0 .4 4 0 , the 

license  is  co n sid ered  abandoned , and  the s ta te  an d  the licensee  no lo n g e r  hav e  any  

o b lig a tio n s  u n d e r th is ch a p te r w ith re sp ec t to  th e  licen se , ex cep t that the  licen se e  m ust 

co m p ly  w ith  the

reg ard in g  sta te  m o n ey  rece ived  by  the  lic en se e  b efo 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 .4 4 0 .

(f) I f  the  co m m issio n e rs  and the  licen se e  ag ree  that the p ro jec t is u n eco n o m ic  

o r an  a rb itra tio n  panel m ak es a  final d e te rm in a tio n  that th e  p ro jec t is u n eco n o m ic , the 

licensee  sh a ll d e liv e r to  the sta te  o r  the s ta te 's  d es ig n ee  all en g in ee rin g  designs, 

co n trac ts , p e rm its , and  o th er da ta  re la tin g  to  the  p ro jec t that are acq u ired  by the 

licensee  d u rin g  the  term  o f  the license  upon  re im b u rsem en t by  the s ta te  o f  the  net 

am o u n t o f  ex p en d itu res  in cu rred  an d  p a id  by the licensee  that a re  q u a lified  

ex p en d itu res  fo r the pu rposes o f  A S 4 3 .9 0 .1 1 0 .

Sec. 43.90.250. Alaska Gasline Inducem ent Act coordinator, (a) T h ere  is 

c rea ted  in th e  o ffic e  o f  the  g o v ern o r the  p o s itio n  o f  A lask a  G asline  In d u cem en t Act 

co o rd in a to r. A d m in is tra tiv e  su pport fo r the p o s itio n  shall be  p rov ided  by the  o ffice  o f  

the g o v ern o r. T h e  position  shall con tin u e  un til one  y e a r a fte r co m m en cem en t o f 

co m m erc ia l o p era tio n s o f  the project. !

(b) T h e  g o v ern o r shall app o in t a p e rso n  to  the p o sition  o f  A lask a  G aslin e  

In d u cem en t A c t co o rd in a to r. T h e  in itial ap p o in tm en t is su b jec t to  co n firm a tio n  by  the 

leg isla tu re  an d  an appo in tm en t is sub ject to  re co n firm atio n  by the leg isla tu re  du ring  

the f irs t re g u la r leg is la tiv e  session  a f te r  a g en e ra l e lec tio n  at w hich  a g o v e rn o r is 

elected . T he in d iv id u a l serv in g  as the A lask a  G aslin e  In d u cem en t A ct co o rd in a to r m ay 

be rem o v ed  fro m  the p o sitio n  at the d iscre tio n  o f  the g o v ern o r. I

(c) T h e  A lask a  G asline  In d u cem en t A c t co o rd in a to r is en titled  to  rece iv e  an

pro ject.

(1 ) req u irem en ts  im p o sed  on  the  licensee u nder A S  4 3 .9 0 .2 2 0
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1 D an n u a l s a la ry  equal to S tep  A , R an g e  2 8 , o f  the  sa la ry  sch e d u le  se t o u t in

2 J A S  3 9 .2 7 .0 1 1 (a ) fo r Juneau .

3 |  (d ) T h e  A laska G aslin e  In d u cem en t A c t co o rd in a to r sh a ll, in  co n ju n c tio n  w ith

4  th e  co m m iss io n e rs ,

5 ( 1) co o rd in a te  ex p ed itio u s  p erfo rm an ce  o f  all a c tiv itie s  by state

6 |  ag e n c ie s  fo r  th e  project;

7  |  (2 ) ensu re  co m p lian ce  b y  s ta te  ag en cies w ith  the p ro v is io n s  o f  this

8 |  ch a p te r; an d

9  |  (3 ) co o rd in a te  w ith  the  O ffice  o f  the F edera l C o o rd in a to r  fo r  A laska

10 |  N a tu ra l G as T ran sp o rta tio n  P ro jec ts  (29  U .S .C . 720d) fo r n a tu ra l g as  tran sp o rta tio n

11 |  p ro jec ts  in  the  state.

12 Sec. 43.90.260. Expedited review and action b y  state agencies, (a ) A  rev iew

13 c o n d u c te d  an d  action  taken b y  a s ta te  ag e n cy  re la tin g  to  the p ro jec t sh a ll b e  ex p ed ited

14 in  a  m a n n e r co n sis ten t w ith  the  co m p le tio n  o f  th e  necessary  a p p ro v a ls  in acco rd an ce

15 w ith  th is  ch a p te r.

16 (b ) N o tw ith stan d in g  any  co n tra ry  p ro v is io n  o f  law , a  s ta te  ag e n cy  m ay  not

17 in c lu d e  in  an y  p ro jec t ce rtifica te , rig h t-o f-w ay , p e rm it, o r  o th e r au th o riza tio n  issu ed  to

18 the  licen see  a term  o r  co n d itio n  th a t is  no t req u ired  by  law  i f  th e  co o rd in a to r

19 d e te rm in e s  th a t the term  o r  co n d itio n  w o u ld  p reven t o r  im p a ir  in  an y  s ig n ifican t

20 re sp ec t th e  ex p ed itio u s  co n stru c tio n  and  o p era tio n  o r  ex p an sio n  o f  the p ro jec t.

21 (c) U n less  required  by  law , a s ta te  ag en cy  m ay  n o t add  to , am end , o r  ab ro g ate

22 |  a c e r tif ic a te , righ t-o f-w ay , perm it, o r  o th e r au th o riza tio n  issu ed  to  a licen see  if  the

23 |  c o o rd in a to r  de term in es that the  ac tion  w ould  p reven t o r  im p a ir  in an y  sig n ifican t

24 re sp ec t the ex p ed itio u s  co n stru c tio n , o p era tio n , o r  ex p an sio n  o f  th e  p ro jec t.

25 Article 3. Resource Inducem ent.

26 Sec. 43.90.300. Qualification for resource inducem ent, (a) N o tw ith stan d in g

27 any  co n tra ry  p rov ision  o f  1?” ', a lessee  o r  o th e r person  that d em o n stra te s  to the

28 sa tis fac tio n  o f  th e  co m m issio n e rs  th a t the person  has 'o m m itte d  to  acq u ire  firm

29 I tran sp o rta tio n  ca p ac ity  in the firs t b ind ing  open  season  o f  the p ro jec t is q u a lified  to

30 rece iv e  th e  re so u rce  in d u cem en t set ou t in AS 4 3 .9 0 .3 1 0  and  4 3 .9 0 .3 2 0  fo r gas

31 p ro d u ced  on  the  N orth  S lo p e  an d  sh ip p ed  in firm  tran sp o rta tio n  cap ac ity  acq u ired  in
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th e  firs t b ind ing  op en  sea so n  o f  th e  p ro jec t. T h e  in d u c e m e n t in  A S  4 3 .9 0 .3 1 0  is 

co n trac tu a l.

(b) A  gas p ro d u c e r 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  is q u a lified  to  

rece iv e  the re so u rce  in d u cem e n t in  A S  4 3 .9 0 .3 1 0  an d  4 3 .9 0 .3 2 0  fo r  th e  gas sh ipped  in  

the  firm  tran sp o rta tio n  c a p a c ity  d e sc rib ed  in  the v o u ch e r fo r  th e  p e r io d  d esc rib ed  in  

A S  43 .90 .330 .

Sec. 43.90.310. Royalty inducem en t (a) B efo re  th e  s ta rt o f  th e  firs t b in d in g  

o p en  season  to  be co n d u c te d  b y  th e  licen see , th e  c o m m iss io n e r  o f  n a tu ra l resou rces 

sh a ll ad o p t reg u la tio n s  th a t p ro v id e  a  m eth o d  to  d e te rm in e  th e  m o n th ly  value  o f  the  

s ta te 's  ro y a lty  share  o f  g as  p ro d u c tio n  and p ro v id e  te rm s u n d e r  w h ich  the sta te  w ill 

e x e rc ise  its righ t to  sw itch  b e tw e en  tak in g  its  ro y a lty  in  v a lu e  o r  in  k ind  fo r gas 

co m m itted  fo r firm  tran sp o rta tio n  in  the  firs t b in d in g  o p en  sea so n  o f  the  p ro jec t o r  

sh ip p ed  in the firm  tran sp o rta tio n  c a p ac ity  d esc rib ed  in  a v o u c h e r  re ce iv ed  by the  gas 

p ro d u c e r u n d er A S 4 3 .9 0 .3 3 0 . T h e  re g u la tio n s  m ust

( 1) m in im ize  re tro ac tiv e  ad ju stm en ts  to  the  m o n th ly  value  o f  the sta te 's  

ro y a lty  share o f  gas p ro d u c tio n ;

(2) p ro v id e  a  m e th o d  fo r e s tab lish in g  a fa ir  m a rk e t value fo r each  

co m p o n en t o f  the s ta te 's  ro y a lty  gas th a t is based  o n  p ric in g  d a ta  from  re liab le  and 

w id e ly  av a ilab le  in d u stry  trad e  p u b lica tio n s  an d  th a t uses a p p ro p ria te  ad ju stm en ts  to 

re flec t

(A ) d e d u c tio n s  fo r  ac tua l an d  re a so n ab le  tran sp o rta tio n  costs  

fo r the  s ta te ’s ro y a lty  gas, in c lu d in g  a re aso n ab le  sh a re  o f  th e  co sts  associa ted  

w ith unused  c a p ac ity  co m m itm e n ts  on gas p ip e lin es  from  th e  N orth  S lope  to 

the first destin a tio n  m a rk e t w ith  reaso n ab le  m ark e t liq u id ity ;

(B ) lo ca tio n  d iffe ren tia ls  b e tw een  th e  d estin a tio n  m arkets 

w here N orth  S lo p e  g a s  c o u ld  be so ld ;

(C ) re a so n ab le  and  ac tua l co sts  fo r  g as  p ro cess in g ; and

(D ) d e d u c tio n s  p e rm itted  u n d er the 1980  R o y a lty  S e ttlem en t 

A greem en t fo r P ru d h o e  B ay  gas; and

(3) e s tab lish  te rm s u n d e r  w hich  the  s ta te  w ill e x e rc ise  its au th o rity  to 

sw itch  betw een  tak in g  its ro y a lty  g as  in value an d  in  k in d  to  en su re  that the sta te 's
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actions do n o t u n re a so n ab ly

(A ) cau se  the lessee o r  o th e r  p e rso n  to  b e a r  d isp ro p o rtio n a te  

tran sp o rta tio n  co s ts  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  long-term  

m ark e tin g  o f  its  p ro d u c tio n .

(b) I f  a le s se e  o r  o th e r person  q u a lified  fo r  re so u rce  in d u cem e n t u n d er 

AS 4 3 .9 0 .3 0 0  ag rees  u n d e r (c) o f  th is section , th e  le ssee  o r  o th e r p e rso n  is  en titled  to 

elec t w h e th e r

( 1) to  c a lcu la te  its  gas royalty  o b lig a tio n  u n d er the reg u la tio n s  ad o p ted  

under (a) o f  th is  sec tio n  fo r  natu ral gas tran sp o rte d  on  a  fn m  co n tra c t neg o tia ted  

du ring  th e  p ro jec t 's  firs t b in d in g  op en  season  o r  u n d e r th e  m e th o d o lo g y  se t  o u t in  the 

ex is tin g  leases fro m  w h ich  the  gas is p roduced , an d

(A ) upon th e  request o f  th e  lessee , the c o m m iss io n e r o f  natu ra l 

re so u rces  sh a ll co n trac tu a lly  am end  the  ex is tin g  lease  to  e ffec t th e  e lec tion  

u n d er th is  p a rag rap h  and inco rporate  in to  th e  lease  term s o f  th e  re levan t 

reg u la tio n  as fix ed  co n trac t term s; and

(B ) the  e lec tion  u n d er th is  su b sec tio n  rem a in s in e ffec t until 

new  re g u la tio n s  are ad o p ted  as a resu lt o f  a rev iew  u n d er (d) o f  th is sec tio n , at 

w hich  tim e , a  lessee  o r  o th er person  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  parag raph ; upon  the request o f  the  lessee , the 

c o m m iss io n e r o f  natu ral resources sha ll co n tra c tu a lly  am en d  th e  lease  to 

in co rp o ra te  as fix ed  co n trac t term s the re le v 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 con tract w ith  the s ta te  tha t am ends th e  ex is tin g  lease

term s by

(A ) ex ten d in g  the req u ired  p e rio d  o f  n o tice  that the s ta te  m ust 

p rov ide  b e fo re  ex e rc is in g  the state 's righ t to  sw itch  betw een  tak in g  its ro y a lty  

in value o r  in k in d  fo r g as  co m m itted  fo r firm  tran sp o rta tio n  in the  firs t b in d in g  

o pen  season  o f  th e  p ro jec t; o r

(B ) e lim in a tin g  the ab ility  o f  the s ta te  to  take its ro y a lty  in  k in d  

fo r gas in  the  q u an tity  and volum e c o m m itte d  to  the  firm  tran sp o rta tio n
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c a p ac ity  ac q u ired  du rin g  th e  firs t b in d in g  o p en  season  o f  the  p ro je c t, i f  the 

perso n  e n ti t le d  to  th is e lec tio n  ag rees to  p ro v id e  g as  fo r in -s ta te  re s id en tia l and 

co m m erc ia l u ses at the d e liv e ry  p o in ts  d e sc rib e d  in  the licen se  a t th e  sarne 

v a lu e  as w o u ld  be rece iv ed  b y  the  s ta te  i f  th e  s ta te  rece iv es its  ro y a lty  in value 

w ith  the  co rre sp o n d in g  d is tan ce -sen s itiv e  tran sp o rta tio n  ch a rg es; i f  th e  lessee 

o r  o th e r  p e rso n  ex e rc is in g  th is  e lec tio n  fa ils  to  ad eq u a te ly  su p p ly  th e  in -state  

gas req u irem en ts , a fte r re aso n ab le  n o tice , o r  i f  the co n trac t e f fe c tiv e ly  prevents 

th e  s ta te  fro m  ex e rc is in g  its  rig h ts  w ith  o th e r lessees tc sw itch b e tw een  tak ing  

its  ro y a lty  in  va lu e  o r in  k in d  b ecau se  o f  v ario u s u n it ag reem en ts  am ong 

lessees , th e  e lec tion  is co n s id e red  to  te rm in a te , a n a  the  p ro v is io n s  o f  the 

o rig in a l le a se  re la tin g  to  the  s ta te 's  tak in g  its  ro y a lty  gas in  k in d  o r  in  value 

app ly .

(c ) T o  c la im  the in d u cem en t u n d er (b ) o f  th is sec tion , a le ssee  o r  o ther 

q u a lified  p e rso n  sh a ll agree, on an ap p lica tio n  fo rm  p ro v id ed  b y  the D e p a rtm en t o f  

N a tu ra l R e so i ces, th a t the  lessee  o r  p e rso n , an d  th e  lessee 's  o r  p e rso n 's  affilia tes, 

su ccesso rs , a ss ig n s, an d  agen ts w ill n o t p ro te s t o r  ap p eal a filing  by  th e  licen see  to roll 

in ex p an sio n  c o s ts  o f  the m ain lin e  up  to  a  level tha t is requ ired  in  A S 43 .9 0 .1 3 0 (7 ). 

T he ag reem en t n o t to  p ro te s t m ay  n o t p re c lu d e  th e  le ssee  o r  o th e r q u a lif ie d  person , o r 

the a ffilia te s , su ccesso rs , assigns, and  ag en ts  o f  the lessee  o r  o th e r q u a lif ied  person, 

from  p ro te s tin g  a  filin g  to  roll in m a in lin e  ex p an sio n  c o s ts  that licensee  is n o t requ ired  

to  p ro p o se  an d  su p p o rt u n d er A S 4 3 .9 0 .1 3 0 (7 ).

(d ) T h e  co m m iss io n e r o f  n a tu ra l re so u rces  sh a ll p rov ide  fo r  rev iew  o f  the 

reg u la tio n s  ad o p ted  u n d er (a) o f  th is sec tio n  at least every  tw o  years  a fte r the 

c o m m en cem en t o f  com 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  regu la tions 

co n tin u e  to  m in im ize  re troactive ad ju s tm en ts  to  the  m on th ly  v a lu e  o f  the  state 's 

ro y a lty  sh are  o f  g as  p roduction  u n d er c u rren t co n d itio n s; the c o m m iss io n e r shall 

am en d  th e  reg u la tio n s w hen the  req u irem en t is no t b e in g  m et.

(e ) N o  p ro v is io n  o f this c h a p te r p rec lu d es  the elec tion  set o u t in (b) o f  this 

sec tion , n o r  m ay  the co m m iss io n e r o f  natu ra l re so u rces  assert an y  p ro v is io n  o f  any 

ex is tin g  lease  o r  un it ag reem en t as p rec lu d in g  the  e lec tio n s  se t o u t in  (b ) o f  this 

section .
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Sec. 43.90.320. Gas production tax exemption, (a) I f  a  p e rso n  q u a lif ie d  fo r 

re so u rce  in d u cem en t u n d er A S 4 3 .9 0 .3 0 0  ag rees under (c) o f  th is  sec tio n , th e  person  is 

en title d  to  an annual exem ption  fro m  the  s ta te 's  gas p ro d u c tio n  tax  in  an  a m o u n t equal 

to  the  d iffe ren ce  betw een  the a m o u n t o f  the  person 's gas p ro d u c tio n  tax  ob ligation  

ca lc u la ted  u n d er the g as  p rod u c tio n  tax  in  effec t during  tha t tax y e a r  an d  th e  am oun t o f  

th e  p e rso n 's  gas p roduction  tax  o b lig a tio n  ca lcu la ted  u n d er th e  g as  p ro d u c tio n  tax in 

e ffec t a t  th e  sta rt o f  the firs t b in d in g  op en  season  he ld  u n d e r th is  ch a p te r . I f  the 

d iffe ren c e  is less than zero , the  gas p ro d u c tio n  tax ex em p tio n  is ze ro .

(b ) T h e  exem ption  u n d er th is  sec tio n  m ay  be ap p lied  w ith in  th e  10 years 

im m e d ia te ly  fo llo w in g  co m m en c em en t o f  com m ercia l o p e ra tio n s  a n d  o n ly  ap p lied  to 

p ro d u c tio n  taxes that are lev ied  on  N orth  S lope g as sh ip p e d  th ro u g h  firm  

tran sp o rta tio n  ca p ac ity  the perso n  ac q u ire d  during  the firs t b in d in g  o p en  season  o r 

sh ip p ed  in  the firm  transporta tion  c a p a c ity  described  in a v o u ch e r re c e iv e d  b y  the gas 

p ro d u c e r u n d e r A S 43 .90 .330 .

(c ) T he person  c la im in g  the  ex em p tio n  u n d er th is sec tio n  shall ag ree  th a t the 

perso n  an d  the p erso n 's  a ffilia tes, su cc esso rs , assigns, an d  ag en ts  w ill n o t p ro test o r  

appeal a  filin g  b y  the licensee to  ro ll in  m ain line  ex p an sio n  co sts  up  to  th e  level that 

the licen see  is req u ired  to  p ro p o se  an d  su p p o rt under AS 4 3 .9 0 .1 3 0 (7 ) ; the  ag reem en t 

req u ired  u n d er th is  subsection  m ay  n o t p rec lu d e  the person  o r th e  p e rso n 's  a ffilia tes, 

su ccesso rs , a ssigns, and agen ts, from  p ro te s tin g  a filing  to  ro ll in  m a in lin e  ex pansion  

co sts  tha t the  licensee is no t req u ired  to  p ro p o se  and  su p p o rt u n d er A S  4 3 .9 0 .1 3 0 (7 ).

Sec. 43.90.330. Inducem ent vouchers, (a) A person  th a t a cq u ire s  firm  

tran sp o rta tio n  ca p ac ity  in the firs t b in d in g  op en  season  o f  the p ro jec t, th a t d o es not 

ho ld  an  oil and  gas lease on the N o rth  S lo p e , and  that is no t an  a ff ilia te  o f  a  perso n  that 

ho lds an oil and g as lease on the N o rth  S lope , m ay app ly  to  the co m m iss io n e rs  for a 

v o u ch e r u n d er this section . A v o u ch e r issu ed  by  the co 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 hich the v o u ch er is ap p lica b le .

(b ) A v o u ch er issued  b y  the co m m issio n e rs  u n d er this sec tio n  en title s  the 

h o ld er o f  the v o u ch er to 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  for 

gas sh ip p ed  in the firm  tran sp o rta tio n  cap ac ity  acq u ired  by the  p erso n  ap p ly in g  fo r the 

v o u ch e r d u rin g  the first b ind ing  o p en  season  o f  the p ro jec t an d  d esc rib ed  in the
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voucher. T h e  v o u ch e r m ay  b e  tran sferred  to  a g as p ro d u c e r  th a t h as  a  b inding  

o b lig a tio n  to  sell g as to  the  p e rro n  tran sfe rrin g  the v o u c h e r  u n d e r  a g as  purchase 

ag reem en t.

(c) A  gas p ro d u c e r  h o ld in g  a  v o u ch er m ay  c la im  th e  re so u rce  in d u cem en ts  for 

g as  sh ip p ed  th rough  the firm  tran sp o rta tio n  cap ac ity  d e sc r ib e d  in  th e  v o u ch e r and  only 

on g as  that is p ro d u ced  a n d  d e liv e red  to  the p u rch aser o n  th e  N o rth  S lope. A  gas 

p ro d u c e r  m ay  c la im  th e  re so u rce  in d u cem en ts  u n d er th is  su b se c tio n  until th e  ea rlie r  o f  

th e  te rm in a tio n  o f  the  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 era tio n  o f  law .

Sec. 43.90.400. A laska Gasline Inducem ent Act m atching contribution 

fund; disbursem ents; audits, (a) T h ere  is  es tab lish ed  in  th e  g en e ra l fund  an A laska 

G a slin e  in d u cem e n t A c t m a tch in g  co n trib u tio n  fund. T h e  fu n d  co n sis ts  o f  m om  

ap p ro p ria ted  to  it b y  the leg is la tu re  fo r  d isb u rsem en t to  p a y  the s ta te 's  m atchir 

co n trib u tio n s  u n d er A S  4 3 .9 0 .1 1 0 . M o n ey  ap p ro p ria ted  to  th e  fu n d  m ay  b e  spen t f< 

the  pu rp o ses o f  the fu n d  w ith o u t fu rth e r app ropria tion . A p p ro p ria tio n s  to the  fund  d 

n o t lapse  u n d er A S 3 7 .2 5 .0 1 0 , b u t rem ain  in the fu n d  fo r  fu tu re  disbursem ent! 

N o th in g  in  th is su b sec tio n  c rea te s  a d ed ica ted  fund.

(b ) T h e  D ep artm en t o f  R ev en u e  shall m anage the  fu n d , and  m ay  invest m one 

in the fu n d  so  as to  y ie ld  co m p etitiv e  m arket ra tes as p ro v id ed  in AS 37 .10.071 

In co m e  ea rn ed  on the fu n d  sh a ll be acco u n ted  fo r sep a ra te ly  a n d  m ay  be appropriatec 

an n u a lly  to  the fund.

(c) T h e  co m m iss io n e rs  shall adop t regu la tions th a t p ro v id e  fo r  app lica tion  tc 

re ce iv e  m atch in g  c o n trib u tio n s  fo r  q u a lified  ex p en d itu re s  as p ro v id ed  undei 

A S  4 3 .9 0 .1 1 0 , and  th a t p ro v id e  fo r perio d ic  au d its  o f  the u se  o f  m o n ey  d isbu rsed  as 

m a tch in g  co n trib u tio n s u n d e r th is  chap ter.

(d) W ith in  10 days a fte r the co n v en in g  o f  each  re g u la r  session o f  the 

leg is la tu re , the co m m iss io n e rs  shall 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  th e  fu n d  d u rin g  the p reced in g  fisca l y e a r w ith a w ritten  

ju s tif ic a tio n  for each  d isb u rsem en t an d  the p ro jec ted  am o u n t o f  m oney  that w ill be 

req u ired  fo r co n trib u tio n s  in each  o f  th e  nex t three fiscal years.

A rticle 4. Miscellaneous Provisions.
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Sec. 43.90.410. Regulations. T h e  co m m iss io n e r  o f  revenue  m ay  adop t 

reg u la tio n s  on  b e h a lf  o f  th e  co m m issio n e rs  fo 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 a p te r. T h e  co m m iss io n e r o f  re v e n u e  an d  the co m m iss io n e r o f  

natu ral re so u rces  m ay  ch a n g e  regu la tions a d 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 ec essa ry  to  im p lem en t the  p ro v is io n s o f  th is  ch ap te r.

Sec. 43.90.420. S tatu te  of lim itations. A p e rso n  m ay  not b ring  a  ju d ic ia l 

ac tion  c h a lle n g in g  th e  co n stitu tio n a lity  o f  th is  c h a p te r  o r  a licen se  issu ed  u n d e r this 

ch ap te r u n less  the  ac tio n  is  co m m en ced  in  a  c o u rt o f  th e  state  o f  co m p eten t 

ju risd ic tio n  w ith in  9 0  d ay s  a f te r  the da te  tha t a  lic en se  is issu ed . 1

Sec. 43.90.430. In te re s t W hen a p ay m en t d u e  to  the s ta te  u n d er th is  ch ap te r 

becom es d e lin q u en t, th e  p ay m en t bears  in te re st a t th e  ra te  ap p licab le  to  a  d e lin q u en t 

tax u n d er AS 4 3 .0 5 .2 2 5 . j

Sec. 43.90.440. Licensed project assurances, (a) E xcep t as o th erw ise  

p ro v id ed  in  th is c h a p te r , the s 'a te  g ran ts  a lic en se e  a ssu ra n ces  tha t the  licen see  has 

exc lusive  e n jo y m en t o f  the inducem en t p ro v id e d  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 o p era tio n s. If, b e fo re  the co m m en cem en t o f 

com m ercia l o p e ra tio n s , th e  s ta te  ex ten d s to a n o th e r  p e rso n  p referen tia l ro y a lty  o r tax 

trea tm ent o r  g ran t o f  s ta te  m o n ey  fo r the p u rp o se  o f  fa c ilita tin g  the  co n stru c tio n  o f  a 

co m p etin g  na tu ra l g as p ip e lin e  p ro jec t in this s ta te , an d  i f  th e  licensee is in com p lian ce  

with the req u irem en ts  o f  the license an d  w ith  the req u irem en ts  o f  state and federal 

sta tu tes an d  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 sta te  o f  an am o u n t eq u a l to  three tim es the to ta l am o u n t o f  the ex p en d itu res  

incurred  and  pa id  b y  th e  licen see  that are q u a lif ied  ex p en d itu re s  fo r the p u rp o ses  o f  

AS 4 3 .9 0 .1 1 0  that th e  licen see  incu rred  in d ev e lo p in g  the lic e n se e ’s p ro jec t befo re  the 

date that the s tate  f irs t ex ten d e d  preferen tia l tre a tm e n t to  an o th e r person. T h e  pay m en t 

under th is su b sec tio n  is su b jec t to  app ropria tion . U pon  p ay m en t by the sta te  o f  the 

am ount o w ed  u n d er th is  sec tio n , the licensee shall, a t no  ad d itio n a l cost to  the state, 

assign to  the sta te  o r  th e  sta te 's  d esig n ee  all en g in ee rin g  d es ig n s , con tracts , perm its , 

and o th e r d a ta  re la ted  to th e  p ro jec t that w ere ac q u ired  by  th e  licensee  d u rin g  the term  

o f the license .

(b ) In this sec tio n , j
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( ] )  "com peting  natu ra l gas p ip e lin e  p ro jec t"  m ean s a p ro je c t d esig n ed  

to  a c co m m o d a te  th ro u g h p u t o f  m o re  th an  5 0 0 ,0 0 0 ,0 0 0  cub ic  feet a  d ay  o f  N o rth  S lope 

gas to  m ark e t;

(2) "p referen tia l ro y a lty  o r  tax  tre a tm e n t"  d o es  no t in c lu d e

(A ) the sta te 's  ex e rc ise  o f  its rig h t to  re so lv e  d isp u te s  in v o lv in g  

ro y a ltie s  a n d  taxes;

(B) the s ta te 's  c .e rc ise  o f  its  rig h t to  m o d ify  ro y a ltie s  as 

a u th o riz e d  b y  law  in  e ffec t on the  e ffec tiv e  d a te  o f th is  sec tio n ; o r

(C ) the b en efits  o f  a  la rg e  p ro jec t p erm it c o o rd in a to r  au tho rized  

by  a  la w  in  e ffec t on  the e ffec tiv e  d a te  o f  th is sec tion .

S e c .  43.90.450. Assignments, (a ) A  lic e n se e  m ay tran sfe r all o r  part o f  the 

license , in c lu d in g  the  righ ts  an d  o b lig a tio n s  a ris in g  u n d er the  licen se , if, after 

p u b lish in g  n o tic e  o f  the p ro p o sed  tran sfe r, p ro v id in g  no tice  to  the p re s id in g  o ff ic e r o f 

each h o u se  o f  th e  leg isla tu re , and  p ro v id in g  a p e r io d  no t less  than 3 0  d ay s  fo r public  

rev iew  and  c o m m e n t,

( 1) the tran sfe r is ap p ro v ed  in  w ritin g  in ad v an ce  by  the 

co m m iss io n e rs ; and

(2 )  th e  tran sfer does no t in c re a se  o r  d im in ish  tHe o b lig a tio n s  c rea ted  by 

the lic en se  o r  d im in ish  the like lihood  o f  su ccess  o f  the  p ro jec t o r  the  net p re sen t value . 

o f  the l ic e n se  to  the state .

(b ) N o tw ith s tan d in g  the co m m iss io n e rs ' ap p ro v al o f a  tran sfe r o f  all o r  p a rt o f  

a license  u n d e r  (a) o f  th is section , the tran sfe ro r o f  the  license  rem ains su b jec t to  the 

req u irem en ts  o f  A S 4 3 .9 0 .2 2 0  reg ard in g  all s ta te  m o n ey  rece iv ed  by  th e  licensee 

before th e  e ffe c tiv e  d a te  o f  the  transfer.

(c ) A p erso n  m ay  tran sfer th a t p e rso n 's  rig h ts  to  the ro y a lty  in d u cem en t u n d er 

AS 4 3 .9 0 .3 1 0  an d  the  gas p roduction  tax ex em p tio n s  under 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 erger th a t re su lts  in tran sfe r o f  all the p erso n 's  asse ts  in the 

N orth  S lo p e  o f  th is  s ta te , a long  w ith the p erso n 's  firm  transporta tion  cap ac ity  co n trac ts  

in the p ro jec t.

(d ) E x c e p t fo r the tran sfe r o f  a  v o u ch e r to  a  p ro d u cer u n d er A S  4 3 .9 0 .3 3 0 (b ), 

a person  re c e iv in g  a v o u ch e r under A S  4 3 .9 0 .3 3 0  based  on  the p erso n 's  acq u isitio n  o f
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firm  tra n sp o r ta tio n  cap ac ity  in  th* f irs t  b in d in g  o p en  seaso n  o f  th e  p ro je c t m a y  transfer 

th e  v o u c h e r  o n ly  i f  the  tran sfe r is in  co n n e c tio n  w ith  the  p e rm an en t a ss ig n m e n t by  the 

p e rso n  o f  100 p e rcen t o f  the firm  tran sp o rta tio n  ca p ac ity  a c q u ired  in  th e  f irs t b inding  

o p en  sea so n  o f  th e  p ro ject.

Sec. 43.90.460. Conflicting laws. N o th in g  in  this c h a p te r  sh a ll b e  co n stru ed  to  

re p ea l o r  ab ro g a te  the ad m in is tra tiv e , reg u la to ry , o r  s ta tu to ry  p ro c ed u re s  an d  functions 

o f  s ta te  a n d  fed era l law  g o v ern in g  th e  d ev e lo p m en t and  o v e rs ig h t o f  a p ro jec t.

Sec. 43.90.470. State pipeline employm ent developm ent T h e  co m m iss io n e r 

o f  la b o r  a n d  w o rk fo rce  d ev e lo p m en t shall d ev e lo p  a jo b  tra in in g  p ro g ram  tha t will 

p ro v id e  tra in in g  fo r A lask an s in  g a s  p ip e lin e  p ro jec t m an ag em en t, co n stru c tio n , 

o p e ra tio n s , m ain ten an ce , and  o th e r  g as  p ip e lin e -re la ted  p o sitio n s.

Article 5. G eneral Provisions.

Sec. 43.90.900. Definitions. In  th is  ch ap te r, u n less  th e  c o n te x t o th erw ise  

req u ire s ,

( 1) "affilia te"  m ean s  an o th e r p e rso n  th a t co n tro ls , is  c o n tro lle d  by , o r is 

u n d e r  co m m o n  co n tro l w ith  a p erso n  and  in c lu d es  a d iv is io n  th a t o p e ra te s  as a 

fu n c tio n a l un it;

(2) "A laska G aslin e  In d u c em en t A c t co o rd in a to r"  an d  "coord inato r"  

m ean s  the  perso n  ap p o in ted  u n d er A S 4 3 .9 0 .2 5 0 ;

(3) "co m m en cem en t o f  co m m ercia l o p e ra tio n s"  m ean s  the  firs t flo w  o f  

gas in  th e  p ro jec t th a t genera tes re v en u e  to  the  o w ners;

(4) "co m m issio n ers"  m ean s the  co m m iss io n e r o f  re v en u e  an d  the 

co m m iss io n e r  o f  natu ra l re so u rces;

(5) "contro l" m ean s the p o ssessio n  o f  o w n ersh ip  in te re st o r  au tho rity  

su ff ic ie n t to , d irec tly  or in d irec tly , and w h e th e r ac tin g  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 tio n  o f  th e  m an ag em en t o r p o lic ies  o f  a co m p an y , and 

is re b u tta b ly  p re su m ed  if  th e  vo ting  in te re st h e ld  is 10 p e rcen t o r  m ore ;

(6) "equ ity  h o ld er"  m ean s  the

(A ) s to ck h o ld e rs  o f  a co rp o ra tio n ;

(B) m em b ers  o f  a  lim ited  liab ility  co m p an y ;

(C ) p a rtn e rs  o f  a p artn e rsh ip ;
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(D ) jo in t  v en tu re rs  o f  a jo in t  ven tu re ;

(E ) m em b ers  o f  a governm en ta l a u th o rity  a n d  s im ila r  persons;

(F) h o ld ers  o f  an y  o th er en tity  o r  p erso n ;

(7) "gas p ro cess in g "  m eans th e  trea tm en t o f  gas d o w n stream  o f  the 

p o in t o f  p rod u c tio n  to  ex trac t n a tu ra l gas liqu ids;

(8) "g o v ern in g  bo d y " m eans a co rp o ra tio n 's  b o a rd  o f  d irec to rs, a 

lim ited  liab ility  co m p an y 's  m an ag in g  m em bers, a p a rtn e rsh ip 's  g en e ra l p a rtn e rs , a  jo in t 

ven tu re r's  jo in t  v en tu re rs , a  g o v ern m en ta l au tho rity 's  b o ard  o r  co u n c il m em bers, and 

s im ila r  en tities;

(9) " lease"  m ean s an  oil and  gas o r  gas lease  is su e d  b y  th is state;

( 10) " lessee"  m ean s  a person  th a t ho ld s a  w o rk in g  in te re st in  an  oil and 

g as  o r  gas lease  is su ed  by th is  s ta te ;

( 11) " licen se"  m eans a license  issu ed  u n d e r th is  ch ap te r;

( 12) " licen see"  m ean s  the h o ld er o f  a  licen se  is su e d  u n d er th is  ch ap te r 

an d  all a ffilia tes, su ccesso rs , a ss ig n s, and  agents o f  the ho lder;

(13 ) "N orth  S lope"  m ean s that part o f  th e  s ta te  th a t lies  N o rth  o f  68 

d eg rees  N orth  la titude ;

(14 ) "N orth  S lo p e  gas"  m eans natu ra l gas p ro d u c ed  on the  N orth

S lope;

(15 ) "open  seaso n "  m ean s the p rocess th a t c o m p lie s  w ith  18 C .F .R . 

P a rt 157, S ubpart B (O p en  S easo n s fo r  A laska N atural G as T ran sp o rta tio n  P ro jects);

(16 ) "p ro jec t"  m ean s a natural gas p ip e lin e  p ro jec t au th o rized  under a 

licen se  issued  u n d er th is  chap ter;

(1 7 ) "reco u rse  ra tes"  m eans co st-b ased  ra tes w ith  a  m in im um  and 

m ax im u m  range that a re  app ro v ed  b y  the Federal E n erg y  R eg u la to ry  C o m m ission , 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 al E n erg y  B o ard  o f  C anada, as 

ap p ro p ria te , and se t o u t in the  p ipe line 's  tariff; " recourse  ra te s"  in c lu d es  o n ly  those 

ra te s  that the p ip e lin e  m u st m ak e  av a ilab le  to  all sh ippers;

(18) "sanction"  m ean s financial co m m itm en ts  to  go  fo rw ard  w ith the 

p ro jec t as ev id en ced  by en te r in g  into financial co m m itm e n ts  o f  at least
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1 || $ 1,000,000,000 w ith  th ird  parties;

2  || (1 9 ) "u n d e r com m on contro l w ith" h as  th e  m ean in g  g iven  "con tro l"  in

3  th is section ;

4  (2 0 ) "u n it ag reem ent" m eans an a g reem en t ex ecu ted  b y  th e  w ork ing

5 in terest ow ners an d  ro y a lty  ow ners c rea ting  th e  unit.

6 Sec. 43.90.990. Short title. T h is c h a p te r m a y  b e  c ite d  as the A la sk a  G aslin e

7 In d u cem en t A ct.

8 * Sec. 2. A S  3 6 .3 0 .8 5 0 (b ) is am en d ed  by adding  a  n ew  p a rag ra p h  to  read :

9  (4 5 ) co n trac ts  fo r  an arb itra tion  panel to  d e te rm in e  w h e th e r a p ro jec t is

10 u n econom ic  u n d e r  A S 4 3 .9 0 .2 4 0 , and  co n trac ts  fo r  the  d ev e lo p m en t o f  app lica tion

11 p ro v isio n s fo r licen su re  a n d  fo r the eva lua tion  o f  th o se  ap p lica tio n s  u n d er A S  43 .90 .

12 * S ec . 3. A S  3 9 .2 5 .1 1 0  is  am en d ed  by  add ing  a n ew  p arag rap h  tc ja d :

13 | (4 1 ) the  A lask a  G asline  In d u cem en t A c t c o o rd in a to r  ap p o in ted  under

14 | A S 43 .90 .250 .

15 || * Sec. 4. A S  4 0 .2 5 .120(a) is am en d ed  to  read:

16 || (a) E v e ry  p e rso n  has a righ t to  in spect a  p u b lic  re co rd  in the s ta te , in c lu d in g

17 || pub lic  records in  re c o rd e rs 'o ff ic e s , excep t

18 II ( 1) re co rd s  o f  v ital s ta tistics an d  ad o p tio n  p ro ceed in g s , w h ich  shall be

19 II trea ted  in the m a n n e r  req u ired  by A S 18.50;

20 II (2) re co rd s  p erta in ing  to  ju v en ile s  u n less  d isc lo su re  is au th o rized  by

21 II law ;

2 2  || (3 ) m ed ica l and re la ted  public  hea lth  reco rd s;

23  || (4 ) re co rd s  requ ired  to be k ep t co n fid e n tia l by  a federa l law  o r

2 4  f| regu la tion  o r b y  s ta te  law ;

2 5  II (5 ) to  the  ex ten t the records are req u ired  to  be  kep t co n fid en tia l u nder

2 6  || 20  U .S .C . 1232g an d  the  regu la tions adopted  u n d er 20  U .S .C . 1232g in o rd e r to secu re

2 7  || o r  re ta in  federal ass is tan ce ;

28  || (6) re co rd s  o r  in fo rm ation  co m p iled  fo r  law  en fo rcem en t p u rp o ses, bu t

2 9  II o n ly  to  the ex ten t th a t the  p roduction  o f  the law  en fo rce m e n t reco rd s o r in fo rm atio n

3 0  II (A ) cou ld  reaso n ab ly  be ex p e c ted  to  in te rfe re  w ith  en fo rcem en t

31 || p roceed ings;
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(B ) w ou ld  d e p r iv e  a  p e rso n  o f  a  r ig h t to  a  fa ir  tria l o r  an 

im p a rtia l ad ju d ica tio n ;

(C ) co u ld  re a so n a b ly  b e  e x p e c ted  to  co n s titu te  an unw arran ted  

in v a s io n  o f  th e  personal p riv acy  o f  a  su sp ec t, d e fen d an t, v ic tim , o r  w itn ess;

(D ) co u ld  re a so n ab ly  b e  ex p e c te d  to  d isc lo se  the id en tity  o f a 

c o n f id e n tia l so u rce ;

(E) w ould  d isc lo se  c o n fid e n tia l tech n iq u es  and  p ro c ed u re s  for 

la w  en fo rc e m e n t in v estig a tio n s  o r  p ro se cu tio n s ;

(F) w ou ld  d isc lo se  g u id e lin es  fo r  law  en fo rcem en t 

in v e s tig a tio n s  o r  p ro secu tio n s  i f  th e  d isc lo su re  c o u ld  reaso n ab ly  be ex p e c ted  to  

r isk  c irc u m v en tio n  o f  the law ; o r

(G ) cou ld  re a so n a b ly  b e  e x p e c ted  to  en d a n g e r th e  life  o r 

p h y s ica l sa fe ty  o f  an  ind iv id u a l;

(7 ) n am es, add resses, an d  o th e r  in fo rm a tio n  id en tify in g  a perso n  as a 

p a r tic ip a n t in  the  A la sk a  H ig h er E d u ca tio n  S av in g s  T ru s t u n d e r A S 1 4 .4 0 .8 0 2  o r the 

ad v an ce  c o lleg e  tu itio n  sav ings p ro g ram  u n d e r  A S  14 .40 .803  - 14 .40 .817 ;

(8) p u b lic  records co n ta in in g  in fo rm a tio n  th a t w o u ld  d isc lo se  o r  m ight 

lead  to  th e  d isc lo su re  o f  a co m p o n en t in  th e  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  if  th e  d isc losu re  w o u ld  o r  m ig h t c a u se  the e lec tro n ic  s ig n a tu re  to  

cease  b e in g  u n d e r  the  so le  con tro l o f  th e  p e rso n  u s in g  it;

(9 ) rep o rts  su b m itted  u n d e r  A S  0 5 .2 5 .0 3 0  co n ce rn in g  certain

co llis io n s , a c c id en ts , o r  o th e r casu a ltie s  in v o lv in g  boats;

( 10) reco rds o r in fo rm a tio n  p e rta in in g  to  a p lan , p ro g ram , o r

p ro ced u res  fo r e s tab lish in g , m ain ta in in g , o r  re s to r in g  sec u rity  in the 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  state, 

but o n ly  to  the  e x te n t tha t the p ro d u c tio n  o f  th e  reco rd s  o r  in fo rm atio n

(A ) cou ld  re a so n ab ly  be ex p e c ted  to  in terfe re  w ith  the 

im p le m e n ta tio n  o r  en fo rcem en t o f  the  sec u rity  p lan , p ro g ram , o r p ro ced u res;

(B ) w ould  d isc lo se  co n fid en tia l g u id e lin es  fo r  in v estig a tio n s o r 

en fo rc e m e n t and  the d isc lo su re  c o u ld  re a so n ab ly  be ex p ec ted  to  risk

c irc u m v en tio n  o f  the law ; o r
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1 (C) co u ld  re a so n a b ly  be ex p e c ted  to  e n d a n g e r  th e  life o r

2 p h y sica l sa fe ty  o f  an in d iv id u a l o r  to  p resen t a  rea l an d  su b s ta n tia l r isk  to  the

3 p u b lic  hea lth  and  w elfare ;

4  |  (11) the w ritten  n o tifica tio n  reg ard in g  a  p ro p o se d  re g u la tio n  p rov ided

5 u n d e r  A S  2 4 .20 .105  to  the D e p a rtm en t o f  L aw  and  th e  a ffec te d  s ta te  ag en cy  and

6 c o m m u n ica tio n s  betw een  the L eg is la tiv e  A ffa irs  A gency , the  D e p a rtm e n t o f  L aw , and

7 th e  a f fe c te d  state  ag en cy  u n d er A S 2 4 .2 0 .1 0 5 i

8 (12) records th a t are

9 (A) p roprie tary  o r  a trade secret in accordance with

10 AS 43.90.150:

11 |  (B ) applications th a t are received un d er AS 43.90.120 -

12 43.90.140 until notice is published under a S 43.90.160,

13 * Sec. 5. T h e  u n co d ified  law  o f  the S ta te  o f  A la sk a  is am ended  b y  ad d in g  a n e w  sec tion  to

14 |  read :

15 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

16 leg is la tu re  th a t th e  firs t request fo r  ap p lica tio n s  fo r th e  license  by  the  c o m m iss io n e rs  under

17 A S  4 3 .9 0 .1 2 0 , en a c te d  by sec. 1 o f  th is A ct, be  issu ed  w ith in  90  d ay s  a f te r  the e ffec tiv e  date

18 o f  th is A ct.

19 * Sec. 6. T h e  u n co d ified  law  o f  the S ta te  o f  A la sk a  is am ended  b y  ad d in g  a n ew  sec tion  to

20 read:

21 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 te n t o f  the

22 leg is la tu re  th a t the  co u rts  o f  the s ta te , w hen  co n s id e rin g  a case re la ted  to  th e  d ev e lo p m en t and

23 co n s tru c tio n  o f  a  na tu ra l gas p ipe line  u n d e ' th is  A ct o r  to th e  c o m m itm e n t o f  a  sh ip p e r to

24 acq u ire  firm  tran sp o rta tio n  cap ac ity  d u rin g  th e  firs t b ind ing  op en  sea so n  fo r  a project

25 d ev e lo p e d  u n d e r  th is  A ct, ex p ed ite  the re so lu tio n  o f  th e  case by  g iv in g  the case  p rio rity  over

26  all o th e r c iv il ca ses  to  the ex ten t p erm itted  u n d er the  A laska  R u les o f  C ourt.

27  * Sec. 7. T h e  u n co d ified  law  o f  the S ta te  o f  A lask a  is  am ended  b y  ad d in g  a new  sec tio n  to

28 read :

29  S E V E R A B IL IT Y . U nder A S 01 .10 .030 , i f  any  p rov ision  o f  th is  A ct, o r  the app lica tion

30  o f  it to  an y  p e rso n  o r  c ircu m stan ce , is he ld  invalid , the re m a in d e r o f  th is  A c t and the

31 ap p lica tio n  to  o th e r  p ersons o r  c ircu m stan ces are  n o t affected.

CSHB 177(RES) •32-
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* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).
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|| CS FOR HOUSE BILL NO. 177(RES)

I IN THE LEGISLATURE OF THE STATE OF ALASKA

|| TWENTY-FIFTH LEGISLATURE - FIRST SESSION

BY THE HOUSE RESOURCES COMMITTEE

| Offered:
Referred:

Sponsors): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

II WORK DRAFT WORK DRAFT WORK DRAFT

A BILL

j FOR AN ACT ENTITLED

1 "An Act relating to the Alaska Gasline Inducement Act; providing inducements for the

2 | construction of a natural gas pipeline and shippers that commit to use that pipeline;

3 establishing the Alaska Gasline Inducement Act matching contribution fund; providing

4 for an A laska Gasline Inducement Act coordinator; ^making conforming amendments;

5 and providing for an effective date."

6 BE IT  ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

7 * Section 1. AS 43 is amended by addmg a new chapter to read:

8 Chapter 90. Alaska Gasline Inducement Act. j

9 Article 1. Inducement to Construction of a Natural Gas Pipeline in this State.

10 Sec. 43.90.010. Purpose. The purpose of this chapter is to encourage

1 1 | expedited construction of a natural gas pipeline that j

12 (1) facilitates commercialization of North Slope gas resources in the

13 state; j

II -1- CSHB 177(RES) |
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(2 ) promotes exploration and development of oil and gas resources on 

the North Slope;

(3) maximizes benefits to the people of the state from the development 

of oil and gas resources in the state; and

(4) encourages oil and gas lessees and other persons in the state to 

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

markets in this state or elsewhere.

Article 2. Alaska Gasline Inducement Act License- 

Sec. 43.90.100. Gas project, (a) The commissioner o f revenue and the 

commissioner of natural resources, acting jointly, may award an Alaska 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. Natural gas pipeline project construction inducement. (a) 

Subject to the limitations of this chapter, a license issued under this chapter entitle 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 following the date the license is awarded; the payment period may be 

extended under an amendment or modification under AS 43.90.210; a payment under 

this paragraph shall be made according to the following:

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

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

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

percent of the qualified expenditures incurred before the end of the first 

binding open season;

(B) after the close of the first binding open season, the state 

shall match the licensee's qualified expenditures at the level speci ed in the 

license; however, the state's matching contribution may not be greater than 80 

percent of the qualified expenditures incurred after the close of the first

CSHB 177(RES) -2 -
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i j

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^of public convenience and necessity from the Federal Energy 

Regulatory Commission or the Regulatory Commission of Alaska, as 

appropriate, for development of the project; "qualified expenditure" does not 

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

acquired by the licensee before the license is issued, civil penalties, criminal 

penalties, or f r  es;

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

has the authority prescribed in AS 43.90.250; and

(3) the benefits of coordination with qualified training organizations 

that prepare individuals for employment in gas pipeline project management, 

construction, operation, maintenance, and other gas pipeline-related positions.

(b) The commissioner of revenue in consultation with the commissioner of 

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

qualified expenditure for the purposes of (a) of this section.

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

commissioners shall commence a public process to request applications for a license 

under this chapter as soon as practicable after the effective date of this chapter.

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

developing the application and in evaluating the applications received.

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

this chapter.

Sec. 43.90.130. Application requirements. In order to be considered for the 

license, an applicant shall file an application that is consistent with the terms of the 

request for applications under AS 43.90.120 and shall

( 1 ) file the application by the deadline established by the 

commissioners in the request for applications;

(2 ) provide a detailed description of a proposed natural gas pipeline

-3-
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wall thickness, and transportation capacity, and which shall include

(A) the route proposed for the natural gas p ip e lin e ;l£ ^ ‘̂

(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 

point^T  i-Mvta'O-'J ^ v * ^2

dollvevM (C) an analysis demonstrating the economic and technical

viability of the projecg^ i t

(D) an economically and technically viable work plan, timeline, 

and associated budget for developing the proposed project and work associated 

with the project that includes 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 detailed 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 will propose to the regulatory 

agencies, an estimate of rates and charges for ail services^and a 

detailed description of all access and tariff terms that the applicant 

would propose to offej;

(ii) if the proposed project involves marine 

transportation of liquefied natural gas^rTdescription 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 all proposed access

CSHB 177(RES) -4-
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and tariff terms for liquefaction services or, if a third party would 

perform liquefaction services, the identification of that third party 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, regasification 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 

of public convenience and necessity from the Federal Energy j

R p . o n l f l t n r v  C o m m i s s i o n  f o r  f h o  f r f l n s n n r t f l t i o n  o f  I io ii* » fi# » rl n a t u r a l  oa<^ I

(.jj  ir tne proposed project is witnm tne jurisdiction ot tne Federal

Energy Regulatory Commission, 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 18 C.F.R. Part 157, Subpart B (Open Seasons for Alaska 

Natural Gas Transportation Projects) and 18 C.F.R. 157.30 - 157.39;

to use the pre-filing procedures set out in 18 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; and

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 date certain;

(4) if the proposed project is within the jurisdiction of the Regulatory 

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

(B) apply for Federal Energy Regulatory Commission approval

(C) apply for a Federal Energy Regulatory Commission
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the requirements of AS 42.06; and

(B) apply for a certificate of public convenience and necessity 

to authorize the construction and operation of the proposed project by a date 

certain;

(5) after the first binding open season, commit to 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 state; 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 °nd the original pipe size;

________  (7) make a commitment that the applicant

(A) will propose and support the recovery of mainline capacity

expansion costs, including fuel costs, from all mainline system users through

rolled-in rates as provided in 6B) and (C) of this paragraph or through a

combination of incremental and rolled-in rates as provided in (P) of this

paragraph:

fB) will propose and support the recovery of mainline capacity

expansion costs, including fuel costs, from all mainline system users through

rolled-in rates: an^applicant is ohlipntfiri-nnrlrr this subparagraph only if the.

rolled-in rates would increase the rates &

L
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1 1

1 2

1 ?

14

(i) not desr~bed  in (ii) o f this subparagraph by not more

than 15 percent above the initial maximum recourse rates for capacity

acquired before commercial operations commence; in this sub- 

subparagraph, "initial maximum recourse rates" means the highest cost-

based rates for any specific transportation service set by the Federal 

Energy Regulatory Commission, the Regulatory Commission of

Alaska, or the Nation31 Energy Rnar/Lnf Canaria flls appropriate, when 

the pipeline commences commercial operations;-

(ii) by not more than 15 percent above the negotiated

rate for pipeline capacity on the date of commencement of commercial 

operations where the holder of the capacity is not an affiliate of the 

owner of the pipeline project; for the purposes of this ub-

subparagraph, "negotiated rate" means the rate in a transportation

service agreement that provides for a rate that varies from the otherwise

applicable cost-based rate, or recourse rate, set out in a gas pipeline's

tariff approved bv the Federal Energy Regulatory Commission, the 

Regulatory Commission of Alaska, or the National Energy Board of 

Canada, as appropriate; or

(iii) for capacity acquired in an expansion after 

commercial operations commence, to a level that is not more than 115 

percent of the volume-weighted average of ail rates collected by the 

project owner for pipeline capacity on the date commercial operations

^commence:

(C) will, if recovery of mainline capacity expansion costs,

including fuel costs, through rolled-in rate treatment would increase the rates

for capacity described in (B) of this paragrapn, propose and support the partial 

roll-in of mainline expansion costs, including fuel costs, to the extent that rates

acquired hefore commercial operations commence do not exceed the levels 

described in (B) of this paragraph;

■4HL mav. for the recovery of mainline capacity expansion costs,

including fuel costs, that, under rolled-in rate treatment, would result in rates

-7-
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that exceed the level in (B) of this paragraph, propose and support the recovery 

of those costs through any combination of incremental and rolled-in rates; 

_______ (E) will not enter into a negotiated rate agreement that would

preclude the applicant from collecting from any shipper, including a shipper

with a negotiated rate agreement, the rolled-in rates that are required to be

8

proposed and supported by the applicant under (TO of this paragraph or the 

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

applicant under (C) of this paragraph:

9 II (8 ) state how the applicant proposes to deal with a North Slope gas

1 0  || treatment plant regardless of whether that plant is part of the applicant's proposal, and,

1 1  II to the extent that the plant will be owned entirely or i». part by the applicant, commit to

12 || seek certificate authority from the Federal Energy Regulatory Commission if the

13 || proposed project is engaged in interstate commerce or from the Regulatory

14 II Commission of Alaska if the project is not engaged in interstate commerce; for a

15 || North Slope gas treatment plant that will be owned entirely or in part by the applicant,

16 II o r \ 6  ( for rate-making purposes, commit to value previously owned assets that are part of the

17 II gas treatment plant at net book value; describe the gas treatment plant, including its

18 II design, engineering, construction, ownership, and plan of operation; the identity of any

19 third party that will participate in the ownership or operation of the gas treatment

2 0  plant, and the means by which the applicant will work io minimize the effect of the

2 1  || costs of the facility on the tariff;

22 || (9) propose a percentage and total dollar amount for the state's

23 II matching contribution under AS 43.90.110(1)(A) and (B), to be specified in the

24 11 license;-

25 || (10) commit fo] propose and support rates for the proposed project and

26 II for any North Slope gas treatment plant that the applicant may own, in whole or in

27 || part, that are based on a capital structure for rate-making that consists of not less than

28 II 70 percent debt; u

29 II (11) describe the means for preventing or managing cost overruns for

30 II the proposed project, and the measures for minimizing the effect from any overruns;

31 | (12) commit to provide a minimum of five delivery points of natural

CSHB 177(RES) -8 -
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1 jj gas in this state;

2 ! (13) commit to offer firm transportation service to delivery points in

3 this state as part of the tariff regardless of whether any shippers bid successfully in a

4 binding open season for firm transportation service to delivery points in this state, and

5 commit to offer distance-sensitive rates to delivery points in this state consistent with

6 18 C.F.R. 157.34(c)(8);

7 (14) commit to establish a local headquarterb in this state for the

8 proposed project;

9 (15) to the extent permitted by law, commit to

1 0 (A) hire qualified residents from throughout the state for |

1 1 management, engineering, construction, operations, maintenance, and other

1 2 positions on the proposed project; j

13 i (B) contract with businesses located in the state;

14 (C) establish hiring facilities or use existing hiring facilities in

15 \ the state; and

16
, Jr I
< (D) use/ as far as is practicable, the job centers and associated |

17 ’ services operated by the Department of Labor and Workforce Development |

18 and an Intemet-based labor exchange system operated by the state; 1

19 (16) waive the right to appeal the issuance of a license to another |

2 0 applicant or to appeal the determination under AS 43.90.180(b) that no application

2 1 merits the issuance of a license;

2 2 (17) commit to negotiate, before construction, a project labor

23 agreement: in this paragraph, "project labor agreement" means a comprehensive 1

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

25 ; labor representatives to ensure expedited construction with labor stability for the

26 project bv qualified residents of the state;

27 (18) commit that the state matching contribution received by the

28 licensee may not be included in the applicant's rate base and shall be used as a credit

29 against the licensee's cost of service;

30 (19) provide a detailed description of the applicant and other entities

31 participating with the applicant in the application and the project proposed by the
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1 applicant; and persons the applicant intends to involve in the construction and

2 operation of the proposed project; the description must include the nature of the

3 affiliation for each person, the commitments by the person to the applicant, and other

4 information relevant to the commissioners' evaluation of the readiness and ability of

5 the applicant to complete the project presented in the application; and

6 (2 0 ) otherwise demonstrate the readiness and ability to perform the

7 activities specified in the application, including following the detailed work plan,

8 timeline, and operation within the associated budget.

9 Sec. 43.90.140. Initial application review; additional information requests;

1 0 complete applications, (a) The commissioners shall review each application filed |

1 1 under AS 43.90.130 to determine whether it is consistent with the terms of the request

1 2 for applications and meets the requirements in AS 43.90.130. The commissioners shall

13 reject an application that does not meet the terms of the request for applications or the

14 requirements in AS 43.90.130.

15 (b) The commissioners may request additional information relating to the

16 application. I

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

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

19 additional information that is not responsive, the application shall be rejected.

2 0 (d) For an application not reiected under this section, the commissioners shall

2 M
make a determination that the application, including any requested additional

2 2 information is complete.— ■'

~~23~ Sec. 43.90.150. Proprietary information and trade  secrets, (a) At the

24 request of the applicant, information submitted under this chapter that the applicant

25 identifies and demonstrates is proprietary or is a trade secret is confidential and not

26 subject to public disclosure under AS 40.25, unless the applicant is granted a license

27 under this chapter. After a license is awarded, all information submitted by the

28 licensee under this chapter, and retained for the purposes of this chapter, shall be made

29 public. 1

30 (b) If the commissioners determine that the information submitted by the

31 applicant is not proprietary or is not a trade secret, the commissioners shall notify the

:SHB 177(RES) -10- |
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£  applicant and return the information at the request of the applicant.

r  “ (c) An applicant that challenges • the award of a license or the process for 

making the award shall be considered to have consented to the disclosure of all of the 

information submitted under this chapter by the applicant making challenge; including 

information held confidential under (a) of this section.

(d) In this section, "proprietary" means that the information is treated by the 

applicant as confidential and the public disclosure of that information would adversely 

affect the competitive position of the applicant, or materially diminish the commercial 

value of the information to 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.

(b) Applications received under this chapter are 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 confidential under 

AS 43.90.150 may not be made public even after the notice is published under (a) of 

this section, except as provided in AS 43.90.150. If information is held confidential 

under AS 43.90.150, the applicant shall provide a summary of the confidential 

information that is satisfactory to the commissioners, and the commissioners shall 

make the summary of the confidential information available to the public.

(c) Information provided by an applicant to the commissioners under this 

chapter, including information determined by the commissioners to be confidential 

under AS 43.90.150, shall be disclosed to the legislative auditor, the fiscal analyst who 

serves as head of the legislative finance division, agents and contractors of the 

legislative auditor and the fiscal analyst, and members of the legislature, on request 

and after the individual making the request signs a confidentiality agreement prepared 

by the commissioners.

Sec. 43.90.170. Application evaluation and ranking, (a) The commissioners 

shall evaluate all applications determined to be complete under AS 43.90.140, 

consider public comments received under AS 43.90.160(a); and rank each application 

according to the net present value of the anticipated cash flow to the state from the

-11- CSHB 177(RES)
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applicant's project proposal using the factors in (b) of this section and weighted by the 

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

listed in (c) of this section.

(b) When evaluating the net present value of anticipated cash flow to the state 

from the applicant's project proposal, the commissioners shall use an undiscounted 

r^  value and, at a minimum, discount rates of two^ftcfand eight percent, and consider

( 1) how quickly the applicant proposes to begin construction of the 

proposed project and how quickly the project will commence commercial operation;

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

value of the gas and estimated transportation and treatment costs;

(3) the ability of the applicant to prevent or reduce project cost 

overruns that would increase the tariff;

(4) the initial design capacity of the applicant's project and the extent

7

&
to which the design can accommodate low-cost expansion; and

V f* W, U/v* IL -n
(5) other factors found by the commissioners to be relevant to the 

evaluation of the net present value of the anticipated cash flow to the state, including 

the value of-state.income tax or equivalent payment in lieu of tax and supplemental

profit-sharing to the state if contractually stipulated.

(c) When evaluating the project's likelihood of success, the commissioners 

shall consider

(1 ) the reasonableness, specificity, and feasibility of the applicant's 

work plan, timeline, and budget required to be submitted under AS 43.90.130, 

including the applicant's plan to manage cost overruns, insulate shippers from the 

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, necessary equipment or the 

ability to obtain the necessary equipment;

CSHB 177(RES) -1 2 -
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(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.

(d) In this section, "net present value" means the discounted value of a future 

stream of cash flow.

Sec. 43.90.180. Notice to the legislature of intent to issue license; denial of j 

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 will sufficiently maximize the 

benefits to the people of this state and merits issuance of a license under this chapter.* I 

the commissioners shall |

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

the determination; the determination becomes a final agency action in accordance with 

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) submit the determination along with the findings, supporting 

documentation, and a copy of the notice published under (2 ) of this subsection to the 

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

AS 43.90.190. j

(b) If, after the evaluation of complete applications under AS 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 

commissioners shall issue a written finding that addresses the basis for that 

determination. I

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

agency action. ^ o  A ...

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

WORK DRAFT WORK DRAFT z5-GH1060\K
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commissioners under AS 43.90.180, the rules committee of each house of the 

legislature shall introduce a bill in the committee's respective chamber that provides 

for the app*uval of the license proposed to be issued by the commissioners.

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

(kjydays after the last date a presiding officer receives a determination bv the
V
commissioners under AS 43.90.180, the commissioners shall issue the license as soon 

as practicable after the effective date of the Act approving the issuance of the license. 

 (c) Notwithstanding a legislative rale that prohibits the carryover of a bill after

the end of a special session or after 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'90-day period described in (b) of this

section in the same reading or status it was in at the time of adjournment. However, a

bill 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 the issuance of the license, the 

commissioners

f l )  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 authority and project sanction.

(a) A licensee that is awarded a certificate of public convenience and necessity from a
_— >zn

regulatory agency with jurisdiction over the project shall accept the certificate when 

all rights of administrative appeal relating to the certificate have expired.

(b) Ifj^aTthe time the certificate'is awarded, jthe licensee has 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 within one year after the effective date of the 

certificate of public convenience and necessity issued by the regulatory agency with 

jurisdiction over ihe project.

(c) If/^aTthe time the certificate is awarded^he licensee does not have credit 

support sufficient to finance construction of the project through ownership of rights to

1
C-a /

\ * P

V >

v-J
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produce and market gas resources, firm transportation commitments, or government 

financing, the licensee shall sanction the project within five years after the effective 

date of the certificate of public convenience and necessity issued by the regulatory 

agency with jurisdiction over the project.

(d) If the licensee fails to sanction the project timely 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 to the state or the 

state's designee; and

(2 ) assign to the state or the state's designee all project data, 

engineering designs, contracts, permits, and other data related to the project that are 

acquired by the licensee during the term of the license before the date of the 

abandonment or transfer.

(e) The transfer of any certificate of public convenience and necessity or 

transfer under (d) of this section as a result of failure to comply with (a)ftb)j or (c^of 

this section is at no cost to the state or the state’s designee. r r  ■, .A t

(f) In this section, "ttine-foe-6 ertifir ate is awarded" means the date after which 

all rights of administrative appeal relating to the certificate have expired.

Sec. 43.90.210. Amendment of or modification to the project plan. Subject 

to the approval of the commissioners, a licensee may amend or modify its project plan 

if the amendments or modifications improve the net present value of the project to the 

state, are necessary because of an order issued by the Alaska Oil and Gas

\PV

ft

3 \

L 1

v /

Conservation Commission, or are necessary as a result of changed circumstances 

outside the licensee's control and not reasonably foreseeable before the license was 

issued. An amendment or modification approved under this section must be consistent

with the requirements in AS 43 .9 0 .1 3 0  and, except for an amendment nr mnHifiriitinn
G»r> !»a¥V«ticY-i

required because of an order by the Alaska Oil and Gas\ Commission, may not 

diminish the net present value to the state of the project or the likelihood of success for 

the project.

Sec. 43.90.220. Records, reports, conditions, and audit requirements, (a) A

licensee shall maintain complete and accurate records of all expendituresand

f  < - r ‘  ( 9 ^  ° \
(VjlV C<S»-^V 0, . 1 5 .
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ommitments of state contributions received under this chapter, including receipts and 

records showing the payment 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 under this chapter.

_______(c) With respect to information relating to the project, the commissioners may

conduct h e a r i n g s  o r  o t h e r  i n v e s t i g a t i v e  inquiries, compel the attendance o f w i t n e s s e s  | 

and production of documents, and require the licensee to furnish information and

documents relating to the project in hard copy or electronic format.

(d) After a license has been issued andjso long as the terms of the license I 5 ^ .

continue to appl^j the licensee shall allow the commissioners to

( 1 ) have a representative present at all meetings of the licensee's

governing body and meetings of equity holders that relate to the project;

(2 ) receive all relevant notices and information sent to the governing 

body and equity holders;

(3) enjoy the same access to information about the licensee as the

governing body members and equity owners receive; and

(4) receive relevant reports or information from the licensee that the 

commissioners reasonably request.

(e) 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

( 1 ) committed money received from the state under this chapter for an 

expenditure that is not a qualified expenditure under AS 43.90.110;

(2 ) substantially departed from the specifications set out1 in the 

application without state approval of a project plan amendment or modification under 

AS 43.90.210;

(3) violated any provision of this chapter or any other provision of

CSHB 177(RES) -16-
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state or federal law material to the license; or

(4) otherwise violated a material term of the license.

(b) The commissioners shall provide written notice to the licensee identifying

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

notice is issued to resolve the violation informally.

(c) The commissioners may suspend disbursement of state matching 

contributions to the licensee beginning on the date that the notice of violation issued

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

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 time specified in (b) of this section, the commissioners shall provide the 

licensee with notice that the violation has not been cured and provide the opportunity 

for the licensee to be heard. If after notice and hearing the commissioners determine 

that 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.

(e) 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 state or the state's designee of all project data, 

engineering designs, contracts, permits, and other data relating 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.

( (fjyif the license is revoked under (e) of this section, the licensee

(1 ) may not submit an application for the license in the event a request 

for applications is issued under AS 43.90.120 after the date of revocation; and

* (2 ) shall deliver to the state^all project data, engineering designs,
^  ot ' Vvnc,  s V t e k  3, ^  t  L c ^ t ^ W V
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contracts, rights-of-way, and other work product of the licensee that is related to thi 

licensed project.

Sec. 43.90.240. Abandonment of p ro ject '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 the state and the licensee no 

longer have an obligation under this chaptei with respect to the license except for 

requirements imposed on the licensee under (Q of this section and AS 43.90.220.

(b) If the commissioners or the licensee determine 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 of this state, and judgment on the award rendered by the arbitrators

may be entered in a 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

1 5 _______ Association's National Roster who shall serve as the chair of the three-member

1 6_________ arbitration panel. If the arbitration panel determines that the project is

( 1 ) uneconomic, the state and the licensee no longer have ; a)

obligation under this chapter with respect to the license, except for requirements

imposed on the licensee nnrter (f) nf ttys section and AS 43.90.220; or

   (2 ) not uneconomic, the obligations of the licensee and the sttii.c

continue as nrovided 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 claiming the project is

uneconomk-bfls proven bv a prcpenderancs-Qf the evidence that the

— xtroiect does not have credit support sufficien* to finance

construction of the project through firm transportation commitments, government

a s s i s t a n c e  n r  o t h e r  sources of financing: and

  (2) predicted costs of transportation at a 1 0 0  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

(<■>

W
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incremental upstream investment that is required to produce and deliver gas to the 

project.

frf) Tn an appeal of a final determination rendered by the arbitrators under ftp

of this section, the person making the appeal has the burden of proof.

(e) If the state makes a payment to the licensee under AS 43.90.440, 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 licensee before the license was considered 

abandoned;and

(2) requirements of AS 43.90.440.

(f) 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 deliver to the state or the state's designee all engineering designs, 

contracts, permits, and other data relating to the project that are acquired by the 

licensee during the term of the license upon reimbursement by the state offlhe^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 Gasline 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 

the 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 initiaT appointment is subject to confirmation by the 

legislature and an appointment is subject to reconfirmation by the legislature duringj 

the first regular legislative session after a general election at which a governor is

• S O 'L

he individual serving as the Alaska Gasline Inducement Act c.nnrdinatnr m av

be removed from the position at the discretion of the governor.

(c) The Alaska Gasline Inducement Act coordinator is entitled to receive an

-1 9 -
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1 || annual salary equal to Step A, Range 28, of the salary schedule set out in

2 || AS 39.27.011(a) for Juneau.

3 (d) The Alaska Gasline Inducement Act coordinator shall, in conjunction with

4 the commissioners,

5 (1) coordinate expeditious performance of all activities by state

6  agencies for the project;

7 (2) ensure compliance by state agencies with the provisions of this

8  chapter; and

9 (3) coordinate with the Office of the Federal Coordinator for Alaska

10 || Natural Gas Transportation Projects (29 J.S.C. 720d) for natural gas transportation

1 1  || projects in the state.

12 || Sec. 43.90.260. Expedited review and action by state agencies, (a) A review

13 II conducted and action taken by a state agency relating to the project shall be expedited

14 || in a manner consistent with the completion of the necessary approvals in accordance

15 || with this chapter.

16 || (b) Notwithstanding any contrary provision of law, a state agency may not

17 || include in any project certificate, right-of-way, permit, or other authorization issued to

18 II the licensee a term or condition that is not required by law if the coordinator

19 II determines that the term or condition would prevent or impair in any significant

2 0  || respect the expeditious construction and operation or expansion of the project.

21 || (c) Unless required by law, a state agency may not add to, amend, or abrogate

2 2  II a certificate, right-of-way, permit, or other authorization issued to a licensee if the

23 || coordinator determines that the action would prevent or impair in any significant

24 || respect the expeditious construction, operation, or expansion of the project.

25 || Article 3. Resource Inducement.

26 il Sec. 43.90.300. Qualification for resource inducement, (a) Notwithstanding

27 II any contrary provision of law, a lessee or other person that demonstrates to the

28 || satisfaction of the commissioners that the person has conunitted to acquire firm

29 II transportation capacity in the first binding open season of the project is qualified to

30 || receive the resource inducement set out in AS 43.90.310 and 43.90.320 for gas

31 || produced on the North Slope and shipped in firm transportation capacity acquired in

CSHB 177(RES) -2 0 -
New T ext U n d e rlin e d  (DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 25-GH1060VK

1

2

3

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
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receive the resource inducement in AS 43.90.310 and 43.90.320 for the gas shipped in 

the firm transportation capacity described in the voucher for the period described in 

AS 43.90.330.

Sec. 43.90.310. Royalty 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 provide a method to determine the monthly value of the 

state's royalty share of gas production and provide 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 first binding open season of the project or

shipped in uie firm transportation capacity described in a voucher received by the gas 

producer under AS 43.90.330. The regulations must

( 1 ) minimize retroactive adjustments to the monthly value of the state's 

royalty hare of gas production;

(2 ) provide a method for establishing a fair market value for each 

component of the state's royalty gas that is based on pricing data from reliable 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 royalty gas, including a reasonable share of the costs associated 

with unused capacity commitments on gas pipelines 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 be sold;

(C) reasonable and actual costs for gas processing; and

(D) deductions permitted under the 1980 Royalty Settlement 

Agreement for Prudhoe Bay gas; and

(3) establish terms under which the state will exercise its authority to 

switch between taking its royalty gas in value and in kind to ensure that the state's

-2 1 -
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actions do not unreasonably

(A) cause the lessee or other person to bear disproportionate 

transportation costs with respect to the state's royalty gas;

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

marketing of its production.

(b) If a lessee or other person qualified for resource inducement under 

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

elect whether

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

under (a) of this section for natural gas transported on a firm contract negotiated 

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

(A) upon the request of the lessee, the commissioner of natural 

resources shall contractually amend the existing lease to effect the election s
> r\L o / 'p  9s.-s -fVv o V Co^ \  r < *v\S '<

under this paragraph and [Incorporate into the lease terms of the relevant 

regulation as fixed contract termd; and
> (l.

vv ’ (B) the election under this subsection 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; 

or

■4-

V,
j

4

J
^S
i

i
?

s'

i
)

P.O $/•

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

terms by

(A) extending the required period of notice Ithat the state must 

provide before exercising the state's 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; or_«

__________  (B) eliminating the flhility of fhs sfafp. tn fake its royalty in kind

' i  -.4 L- 
' - V

for gas in the quantity and volume committed to the firm transportation
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capacity acquired during the first binding open season o f the project, if the

person entitled to this election agrees to provide gas for in-state residential and

commercial uses at the delivery points described in the license at the same

value as would be received by the state if the sta ceives its royalty in value

with the corresponding distance-sensitive transportation charges; if the lessee
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or other person exercising this election fails to adequately supply the in-state

gas requirements, after reasonable notice, or if the contract effectively prevents 

the state from exercising its rights with other lessees to switch between taking

its royalty in value or in kind because of various unit agreements among

lessees, the election is considered to terminate, and the provisions of the 

original lease relating to the state's taking its royalty gas in kind or in value

aPP!£_
(c) To claim the inducement under (b) of this section, a lessee or other 

qualified person shall agree, on an application form provided by the Department of 

Natural Resources, that the lessee or person, and the lessee's or person's affiliates, 

successors, assigns, and agents will not protest or appeal a filing by the licensee to roll 

in expansion costs of the mainline up to a level that is required in AS 43.90.130(7). 

The agreement not to protest may not preclude the lessee or ether qualified person, or 

the affiliates, successors, assigns, and agents of the lessee or other qualified person, 

from protesting a filing to roll in mainline expansion costs that licensee is not 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 minimize retroactive adjustments to the monthly value of the state's 

royalty share of gas production under current conditions; the commissioner shall 

amend the regulations when the requirement is not being met.

(e) No provision of this chapter precludes the election set out in (b) of this 

section, nor may the commissioner of natural resources assert any provision of any 

existing lease or unit agreement as precluding the elections set out in (b) of this 

section.

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

resource inducement u der 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 amount 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 at the start of the first binding open season held under this chapter. If the 

difference is less than zero, the gas production tax exemption is zero.

(b) The exemption under this section may be applied within the 1 j  years

immediately following commencement of commercial operations and only applied to

production taxes that are 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 under AS 43.90.330.

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

person and the person's affiliates, successors, assigns, anri.agr.nts wj)l not protest or 

appeal a filing by the licensee to roll in mainline expansion costs up to the level that i ^

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 the 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). 

Sec. 43.90.330. Inducement vouchers, (a) A person that acquires firm

23 transportation capacity in the first binding open season of the project, that does not

24 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 thp. 

firm transportation capacity in the project to which the voucher is applicable.

28 II_____________ (b) A voucher issued by the commissioners under this section pntitlpfi th<»

29

30

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 arqnirarUw thp pprenn applying for the

voucher during the first binding open season of the project and described in the
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4_

5

6 _

7

voucher. The voucher may be transferred to a gas producer that has a binding 

obligation to sell gas to the person transferring the voucher under a gas purchase 

agreement.

(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 North 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.

10 II Article 4. Miscellaneous Provisions.

11 II Sec. 43.90.400. Alaska Gasline Inducement Act matching contribution

12 || fund; disbursements; audits, (a) There is established in the general fund a i Alaska

13 || Gasline Inducement Act matching contribution fund. The fund consists of money

14 || appropriated to it by the legislature for disbursement to pay the state's matching

15 || contributions under AS 43.90.110. Money appropriated to the fund may be spent for

16 || the purposes of the fund without further appropriation. Appropriations to the fund do

17 || not lapse under AS 37.25.010, but remain in the fund for future disbursements.

1 8  II Nothing in this subsection creates a dedicated fund.

19 || (b) The Department of Revenue shall manage the fund, and may invest money

20 || in the fund so as to yield competitive market rates as provided in AS 37.10.071.

21 II Income earned on the fund shall be accounted for separately and may be appropriated

2 2  || annually to the fund.

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

24 II receive matching contributions for qualified expenditures as provided under

25 || AS 43.90.110, and that provide for periodic audits of the use of money disbursed as

26 I matching contributions under this chapter.

27 I (d) Within 10 days after the convening of each regular session of the

28 | legislature, the commissioners shall submit to the legislature a report that lists the

29 | disbursements from the fund during the preceding fiscal year with a written

30 I justification for each disbursement and the projected amount of money that will be

31 | required for contributions in each of the next three fiscal years.
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Sec. 43.90.410. Regulations. The commissioner of revenue may adopt 

regulations on behalf of the commissioners for the purpose of implementing the 

provisions of this chapter. The commissioner of revenue and the commissioner of 

natural resources may change 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 a 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 inducement provided under this chapter before the 

commencement of commercial operations. If, before the commencement of 

commercial operations, the state extends to another person preferential royalty or tax 

treatment or grant of state 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 state and federal 

statutes and regulations relevant to the project, the licensee is entitled to payment from 

the state of an amount equal to three times 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 incumed in developing the licensee's project before the 

date that the state first extended preferential treatment to another person. The payment 

under this subsection is subject to appropriation. Upon payment by the state of the 

amount owed under this section, the licensee shall, at no additional cost to the state, 

assign to the state or the 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.

(b) In this section,
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New T e x t U n d e rlin e d  [ DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 25-GH1060VK

1

2

3

4

8 _

9

1 0

1 1

1 2

13

14

15

16

17

18

19

2 0  

2 1  

2 2

23

24

25

26

27

28

29

30

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

to accommodate throughput of more than 500,000,000 cubic feet a day of North Slope 

gas to market;

_____________ (2 ) "preferential royalty or tax treatment" does not include

(A) the state's exercise of its right to resolve disputes involving

royalties and taxes;

X L / (B) the state's exercise of its right to modify royalties as
\VO authorized by law in effect on the effective date of this section; or

(C) the benefits of a large project permit coordinator authorized

bv a law in effect on the effective date of this section.

Sec. 43.90.450. Assignments, (a) A licensee may transfer all or part of the 

license, including 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 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 does 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 royaity inducement under 

AS 43.90.310 and the gas production tax exemptions 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 of this state, 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),

31 a person receiving a voucher under AS 43.90.330 based on the person's acquisition of
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1 I_______ firm transportation capacity in the first binding open season of the project may transfer

i
the voucher only if the transfer is in connection with the permanent assignment bv the 

person of 1 0 0  percent of the firm transportation capacity acquired in the first binding 

open season of the project.

Sec. 43.90.460. Conflicting laws. Nothing in this chapter shall be construed to 

repeal or abrogate the administrative, regulatory, or statutory procedures and functions 

of state and federal law 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 will 

provide training for Alaskans in gas pipeline project management, construction, 

operations, maintenance, and other gas pipeline-related positions.

Article 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 division that operates as a 

functional unit; !

(2) "Alaska Gasline Inducement Act coordinator" and "coordinator" 

means the person appointed under AS 43.90.250; i

(3) "commencement of commercial operations" means the first flow of 

gas in the project that generates revenue to the owners; i

(4) "commissioners" means the commissioner of revenue and the 

commissioner of natural resources; ,

(5) "control" means the possession of ownership interest or authority 

sufficient to, directly or 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 if the voting interest held is 1 0  percent or more; ;

(6 ) "equity holder" means the J

(A) stockholders of a corporation; ,

(B) members of a limited liability company; j

(C) partners of a partnership; |

i 177(RES) -28- I
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(D) joint venturers of a joint venture;

(E) members of a governmental authority and similar persons;

or

(F) holders of any other entity or person;

(7) "gas processing" means the treatment of gas downstream of the 

point of production to extract natural gas liquids;

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

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; j

(9) "lease" .neans an oil and gas or gas lease issued by this state;

( 1 0 ) "lessee" means a person that holds a working interest in an oil and 

gas or gas lease issued by this state; j

( 1 1 ) "license" means a license issued under this chapter; :

(1 2 ) "licensee" means the holder of a license issued under this chapter 

and all affiliates, successors, assigns, and agents of the holder; j

(13) "North Slope" means that part of the state that lies North of 6 8  

degrees North latitude; !

(14) "North Slope gas" means natural gas produced on the North

Slope;

(15) "open season" means the process that complies with 18 C .F R. 

^Part 157, Subpart B (Open Seasons for Alaska Natural Gas Transportation Projects);

(16) "project" means a natural gas pipeline project authorized under a 

license issued under this chapter;

(17) "recourse rates" means cost-based rates with a minimum and 

maximum range that are appro ed by the Federal Energy Regulatory Commission, the 

Regulatory Commission of Alaska, or the National Energy Board of Canada, as 

appropriate, and set out in the pipeline's tariff; "recourse rates" ircludes only those 

rates that the pipeline must make available to all shippers; j

(18) "sanction" means financial commitments to go forward with the 

project as evidenced by entering into financial commitments of at ,ast
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$ 1 ,0 0 0 ,0 0 0 , 0 0 0  with third parties;

(19) "under common control with" has the meaning given "control" in

this section;

(2 0 ) "unit agreement" means an agreement executed by the working 

interest owners and royalty owners creating the unit.

Sec. 43.90.990. Short title. This chapter may br cited as the Alaska Gasline 

Inducement Act.

* Sec. 2. AS 36.30.850(b) is amended by adding a new paragraph to read:

(4 5 ) contracts for an arbitration panel to determine whether a project is 

uneconomic under AS 4 3 .9 0 .2 4 0 , and contracts for the development of application 

provisions for licensure and for the evaluation of those applications under AS 43 .90 .
* Sec. 3. 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. 4. 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

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

• impartial adjudication;

(C) could reasonably be xpected 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 under AS 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 

lead to the disclosure of a component in the process used to execute or adopt an 

electronic signature if the disclosure would or might cause the electronic signature to 

cease being under the sole control of the person using it;

(9) reports submitted under AS 05.25.030 concerning certain

collisions, accidents, or other casualties involving boats;

( 1 0 ) records or information pertaining to a plan, program, oi

procedures for establishing, maintaining, or restoring security in the state, or to a 

detailed description or evaluation of systems, facilities, or infrastructure in the state, 

but only to the extent that the production of the records or information

(A) could reasonably be expected to interfere with the 

implementation or enforcement of the security plan, program, or procedures;

(B) would disclose confidential guidelines for investigations or 

enforcement and the disclosure could reasonably be expected to risk

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

physical safety of an individual or to present a real and substantial risk to the 

public health and welfare;

(1 1 ) the written .notification regarding a proposed regulation provided 

under AS 24.20.105 to the Department of Law and the affected state agency and 

communications between the Legislative Affairs Agency, the Department of Law, and 

the affected state agency under AS 24.20.105^

(12) records that are

(A) proprietary o r a trade secret in accordance with

AS 43.90.150;

(B) applications that are received under AS 43.90.120 - 

43.90.140 until notice is published under AS 43.90.160.

* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

FIRST REQUEST FOR APPLICATIONS FOR THE LICENSE. It is the intent of the 

legislature that the first request for applications for the license by the commissioners ’mder 

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

of this Act.

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

readi_

EXPEDITED CONSIDERATION OF COURT CASES. It is the intent of the

2 2  II legislature that the courts of the state, when considering a case related to the development and

23 || construction of a natural gas pipeline under this Act or to the commitment of a shipper to

24 acquire firm transportation capacity during the first binding open season for a project

25 developed under this Act, expedite the resolution of the case by giving the case priority over

26 II all other civil cases to the extent permitted under the Alaska Rules of Court.

27 II * Sec. 7. The uncodified law of the State of Alaska is amended by adding a new section to

28 || read:

29 II SEVERABILITY. Under AS 01.10.030, if any provision of this Act, or the application

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

31 application to other persons or circumstances are not affected.
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* Sec. 8 . This Act takes effect immediately under AS 01.10 .070(c ).
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