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INTRODUCTION

Good morning Senator Huggins and members of the Senate Resources Committee.
My name is Marty Massey. | am the U.S. Joint Interest Manager for ExxonMobil, a
position | have held since November 2001, and | am responsible for the
commercialization of ExxonMobil's gas resources in Alaska

ExxonMobil has been in Alaska for over 50 years and has been a key player in Alaska's
0il industry development. We hold the largest working interest at Prudhoe Bay (36.4%)
and our current net production in Alaska is approximately 150,000 barrels of

hydrocarbons per day.

We have benefited from our involvement in the State of Alaska, and we believe that
Alaska has benefited from this long-term relationship as well. Commercializing Alaska’s
North Slope gas will allow us to continue this relationship for another 50 years or more.

EXXONMOBIL READY TO PROGRESS PROJECT

With that introduction, I would like take a moment to emphasize the importance of the
Alaska Gas Pipeline project to Alaska, to ExxonMobil, and to our nation. The Project
has the potential to generate billions of dollars in revenues for the State of Alaska, the
U.S. federal government, and Canada, and could provide a stahle and secure source of
dean energy for Alaska and North America for decades tocome ExxonMobil supports
efforts to advance a pipeline project and we are ready to work with Governor Palin and
her cabinet and with the Legislature to move forward the Alaska gas pipeline project.

Let me demonstrate the importance of this project to ExxonMobil. It has the potential to
add over 1 billion cubic feet per day (EM share) of gas sales, which would be more than
a 10% increase to our current worldwide daily gas production. Given the significant
impact this project could have on our business, we are obviously very interested in

progressing it.

As an illustration of our commitment, EM has spent more than $180 million studying
ways to commercialize Alaska gas. Since the 1970's we have evaluated LNG, gas to
liguids and gas pipeline alternatives. Based on these studies we have determined that
a Producer gas pipeline project will result in the bhest value for the State, the Producers
and the nation. Itis important for me to say ExxonMohil is aligned with the Governor,
the legislature and the people of Alaska regarding the overall objactive— we are
committed to moving the Alaska Gas pipeline project forward.
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PROJECT RISK /PRODUCER CAPABILtTIES

Because there is a perception this is “simply* a gas treating / gas pipeline project, the
tendency exists for many to underestimate the size, magnitude and risks associated
with this undertaking. The Alaska Gas Pipeline Project is a worid-scale undertaking
with significant risks. In fact, the Project would be the largest private investment in
North America - significantly larger than most ‘model* worldwide oil and gas ‘mega*
projects. There is not really another project that compares.

Because of this size, many factors impact commercial viahility.

First there is cost:
Our previous estimate of $20 billion ($2001) is now substantially higher. Since
2001, steel prices have nearly doubled. Industry and construction labor costs are
experiencing hyperinflation. In addition, world-wide mega-projects are placing
pressure on pricing and availability of global materials, and skilled manpower.

Next there is gas price:
Despite recent increases, natural gas prices remain highly volatile. The price of
natural gas before 2000 was less than currently estimated gas treating and

transportation costs.

Finally, there are many other risks.
These include cost overruns, schedule delays, construction conditions, and
regulatory and State fiscal uncertainties. It is also important to note that project
investments would have to be made 10 or more years before gas flows down the
pipeline and is sold at the marketplace.

With size comes complexity, and an even greater premium on getting the design
concept, contracting and marketing plans right..end then executing these plans
efficiently and effectively. Most importantly, size also amplifies the consequences of
poor execution. Ifa mistake is made on this project itwould cost us all dearly.

HOW PIPELINES ARE FINANCED AND WHO BEARS PROJECT RISKS

Let me now make a few comments on how projects are financed and who bears the
risks. Commercially-sound oil, gas, and pipeline projects traditionally have heen able to
obtain financing if they have strong sponsors with proven track records and the financial
strength to both provide sponsor equity and to bhackstop key project commitments. For
the Alaska gas pipeline project, key project commitments take the form of firm, long-
term gas transportation commitments. Firm transportation commitments (often
abbreviated and called FT) are binding obligations made by companies (known as
‘shippers’) to pay for the cost of reserving a quantity of gas capacity on a pipeline over
a specified period of time, typically many years. These commitments are made during
an ‘open season*, which, according to FERC Order 2005 for the Alaska gas pipeline, is

a period of at least 90 days during which any and all prospective gas shippers can make 303,
hinding commitments for a specific volume of transportation capacity. 07AG<AH*amgaTMimonyM 2
3/23/2007
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Financial institutions generally raquira substantial, long-term, firm transportation
commitments to provide funding for a gas pipeline project. These commitments must
be provided by creditworthy shippers. In this case, the shippers will he the Producers,
and, directty or indirectly, the State or the States shipper. These firm transportation
commitments are substantial, in the tens of billions of dollars and must be paid whether
the shipper making those commitments actually transports gas through its reserved
transportation capacity. The shipper is also required to pay this commitment regardless
of the price of gas in the market place.

Pipeline investors use these firm transportation commitments from shippers to show
creditors they have capacity confirmed over a sufficient duration to secure financing and
must rely on the financial strength of the companies backing the transportation
commitments to secure project financing. Thus, the development costs and the
associated over-run risk are ultimately borne by the shipper via this commitment. In
other words, shippers must make long-term ship or pay transportation commitments and
agree to pay transportation and treating rates that are based on the ultimate cost of the
pipeline and treating facilities. The only information known in advance of making these
commitments will be a projection based on each project entity's initial estimate of costs.

F Ol that reason, the parties taking the risks need to he ahle to manage those risks. The
Producers, as shippers, cannot make firm transportation commitments during an open
season unless they are confident the gas pipeline project can he built cost effectively
and operated on a long-term, commercially viable basis, including being competitive
with other sources of gas supply. This is especially true for a project of this magnitude.

IMPORTANCE OF STATE / PRODUCER ALIGNMENT AND BENEFITS OF THE
PRPPUCER PROJECT

Maximizing the value to the State of Alaska and the resource holders means selecting
the right design concept for this mega-project and then executing the project to deliver
the lowest possible cost.

On a mega-project of this size and magnitude, project construction and operating
experience should be a significant consideration. Only a limited number of companies
have demonstrated the capabilities and financial strength to effectively participate in and
manage world-scale mega-projects.

The Producers have mega-project experience on numerous projects world-wide and
have demonstrated success in meeting project objectives. For example, ExxonMohil
operates in nearly 200 countries and territories and on every continent except
Antarctica. We are the world's largest non-government producer of both oil and natural
gas. ExxonMobil's global project development company is unique within industry. This
global development company leads the industry in project cost and schedule
performance. Over time, development costs are 25% lower than industry average on a
S/barrel basis. Nearly 90% of ExxonMobil projects with costs greater than $1 billion are

delivered within 15% of estimated costs at the time of project funding and nearty 80% of 223
those were delivered within 15% of the funding schedule. ExxonMobil's superior .m*;méqﬂbmnymz
performance was independently validated in a report (dated September 21, 2005) 312312007
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published by Sanford C. Bernstein and Co. On the topic of project delays, the report
stated “ExxonMr<hil came out on top of this analysis, with the lowest slippage ratee,
despite undertaking some of the largest projects. We believe this to be a direct result of
its highly competent internal development company, which assumes full responsibility
for monitoring a new project from idea to profit" Combining our capability with BP and
ConocoPhillips will provide the hest chance of delivering a successful project.

The Producers also have Arctic experience in Alaska and throughout the world.
ExxonMobil's arctic experience is extensive - over 40 years - with developments in
multiple types of arctic environments. Our Arctic offshore activity started in 1966 with
the installation of the ice resistant Granite Point platform in Alaska's Cook Inlet, which is
still producing oil. In the 1970's we provided a significant amount of research and
engineering for the Prudhoe Bay project, where our completion designs for permafrost
were of key importance to the project. We also developed the comhbined hydraulic flow
model and thermal simulator on which the design of TAPS was based In 1984, we
installed the Concrete Island Drilling System (CIDS) to drill exploration wells in the
Alaska Beaufort Sea. This was the first mobile drilling platform to operate in the ice
covered waters of the Beaufort. In addition to our Arctic experience in Alaska,
ExxonMohil also has extensive Arctic experience in Canada, developing the Norman
Wells Field in the Mackenzie River area near the Arctic Circle. Offshore New foundland,
we completed the Hibernia platform, the first and only iceberg resistant offshore
structure in the world. In Russia, we recently started up the Sakhalin 1 development
which involved an offshore drilling platform where CIDS was reused and renamed
Orian, an onshore drillsite where we have set new industry limits for extended reach
drilling, an onshore oil and gas plant with a capacity of 250,000 barrels per day, and
purpose built tankers which are used year-round. All of this work is being done in an
arctic and seismically-active area. At Sakhalin we are currently producing 250,000
barrels of oil per day.. | hope you see from these examples that large projects with
significant complexity are what we do and we are extremely qualified to take on this
work.

These successful efforts were the result of a long-term commitment to technology
development which has played an important role in the advancement of oil and gas
development in Alaska. ExxonMobil believes innovation is the key to meeting the
world's energy challenges. Technology is the lifeblood of our industry, and it always
has been. We are the leader in our industry in technology development. In 2006, we
spent $730 million on technology development and we have spent more than $3 billion
since 2002.

In addition, ExxonMohil has demonstrated world-class leadership in safety tealth and
environmental performance. ExxonMohil is a leader in operating efficiency and a
pacesetter in operating safety. Our total recordable incident rates for employees and
contractors are substantially below the average of US Petroleum Industry benchmark of
participating American Petroleum Institute companies. We believe a company's
commitment to the highest standards of safety, health and environmental care
manifests itself in superior performance in all aspects of its operations.
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It it important to ramembar that the Alaska gat pipeline protect it a basin-opening
project that will benefit the State and the oil and gat industry in Alaska. Basin-opening
projects throughout the world have progressed and been successful when there is
alignment between the host govemment and the leaseholders. The Producers and the
State both want a pipeline project to commercialize the known ANS gas resources and
open the basin to gas exploration. So, at a very high level we are aligned.

We believe a Producer gas pipeline project will result in maximum value to the State
and the Producers. The reason is the Producers and the State have maximum
incentive to control costs. Low capital and operating costs, which result in lower treating
and transportation costs, and access to premium market price, results in higher netback
value on gas. It should be noted that the State will receive the majority of its revenue
from the value of gas sales via revenue received under its lease royalty agreements and
from production taxes, which are valued based on the netback received from the gas.

Third-party owners do not share the sanm incentives in that they actually benefit from
increased capital costs.

Based on the demand for workers that this project will generate, Alaskans are obviously
key to successful project execution. Both the State and the producers want Alaskans to
benefit from the many job opportunities that will exist. When you consider carefully the
options available, a producer pipeline will provide maximum value to the State of

Alaska.
IMPORTANCE QF FI9PAL STABILITY

For us to progress the project and mitigate its inherent risks, we do need some things
from the State. Because of the nature and magnitude of the risks associated with this
project - billions of dollars o' f nancial commitments, unprecedented cost and scope,
potential for construction delL/s, as well as the inevitable risks associated with the
commodity price of gas - fiscal terms that are predictable and durable are necessary.
As with all of our other mega-project investments, and we share this with the resource
owners w'ere those investments are to be made, we are willing to take geologic risks,
we are willing to take cost risks, and we are willing to take commodity price risks, butwe
cannot take the risk of fiscal terms changing. Let me expand on this important concept
further. The first wo risks, geologic and cost risk are risks for which we have developed
an industry leading expertise to manage. This is what we do day after day at EM.
Market risk is inevitable in a commodity business such as oil and gas and we manage
that by attempting to ensure that we deliver those products into the highest value
market hub. Fiscal risk, however, is of a completely different nature and wholly outskje
of our control. We must have agreements that will allow us to develop this mega-project
under predictable and durable terms, so that we can make an adequate investment
decision. If fiscal terms can be changed in the future, then we are not able to make a
well founded investment decision on behalf of our shareholders.

The Alaska Gas Pipeline Project will require massive investments to be made ten or
more years before any revenue is generated from those investments. As a result,
increases in taxes on oil and gas related activities during the life of the project could
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significantly impact the commercial viability of the project and offset the benefits of
taking on a project of this magnitude. Because fiscal terms could be modified under the
proposed AGIA legislation, it does not provide the fiscal stability necessary to ensure a
commercially viable project.

Development of a predictable and durable fiscal framework means that the terms
agreed between the Producers and the State recognize the magnitude and risks
associated with the project; balance State and Producer needs; and provide for the
calculation of total State take in a transparent and predictable manner.

SPECIFIC FEEDBACK ON AGIA

With that background, | would like to now give some feedback on AGIA which is based
on the conclusions and principles I've mentioned. | will also outline our thoughts on how
AGIA should be modified to provide the best chance of a successful result. For
example, alignment between the State and the leaseholders is essential to a basin
opening project of this magnitude. Therefore, establishing the right approach going
forward is the most important activity for the project at this time. It is important that
AGIA bring together the upstream and the midstream and provide for an integrated
proposal. Let me expand on this point The upstream and midstream at some point in
time will have to come together. The reason is simple - the upstream pays for the
midstream. When | say upstream | mean the revenue generated from sale of the gas
and liquids from the pipeline project To be able to calculate the revenue from the
upstream we must have clarity on the taxes and royalty from our oil and gas operations
and the taxes and royalties must be set at a level that makes the project viable. In order
to ensure a viable project from the outset, we believe this must be done at the
beginning.

At a minimum, any proposal should demonstrate how a successful open season would
be achieved.

Also, it is important that AGIA allow applicants to define how they could achieve the
State’s key objectives rather than prescribing specific requirements that must be met
To ensure the best result, AGIA should establish broad key objectives and allow
applicants flexibility in meeting those objectives by providing requirements they feel are
necessary to make the project commercially viable. For example, we ihink it would be
better to let the applicant determine whether or not they require any capital contribution
from the State.

ExxonMobil recognizes the importance to the State, explorers and others of having
access to the project so their gas can be treated and transported to markets. To ensure
that a project is constructed, it must be commercially attractive to shippers at the time
they make their initial firm transportation commitments. Shippers, particularly those who
must invest substantially to explore for, develop and produce gas resources, will not be
willing to enter into long-term financial commitments for the transportation of gas if they
believe there is a substantial likelihood that their initial rates will be significantly
increased in the future in order to accommodate expansions.
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Under the Alaska Natural Gas Pipeline Act, Congrees struck what it determined wee the
proper balance between encouraging investment by those willing to commit to pay for
initial capacity and encouraging exploration by providing ai. 'oportunity for future
access to the pipeline. Because of the unique nature of the Alaska gas pipeline project,
FERC approved unprecedented policies to enable a FERC-mandated expansion to
benefit explorers.

The issue of how potential future shippers may access initial capacity and future
expansion capacity, if needed, should be administered by the FERC for all elements of
the project in the United States. For example, shippers (producers) should not be
required to subsidize other expansion gas holders (competitors) at 115% of initial
maximum rates due to a mandated roll-in of expansion costs. For example this 15%
increase could increase my FT commitment by 30 to 50 cents per MBTU or gas
shipped. This is an increased cost of $500 to $800 million per year on the in dal
shippers. You could also consider this a subsidy to the expansion shipper. We are ot
in the business of subsidizing our competitors. This is too high of a risk to taki In
addition, the pipeline entity should not be required to accept a FERC certificate
irrespective of FERC imposed conditions.

As | discussed previously, with regard to upstream terms, the proposed upstream
inducements would require significant modification to ensure a commercially viable
project is obtained. It would be better to leave that issue open for now and allow an
applicant to make a proposal to address those necessary terms.

AGIA also prescribes activities that must be completed within a specific timeframe or
date certain. Setting arbitrary target dates is not consistent with good project
management practices. Further, milestones are not necessary if the project is
commercially viable. The producer's builder will progress the project at the maximum
prudent pace, consistent with the industry proven “gate* process for project
development.

In general, AGIA lacks specifics on key fiscal terms and other requirements. To
address these gaps, AGIA gives commissioners broad authority to adopt additional
requirements and establish regulations. Not knowing their requirements now creates
significant uncertainty. AGIA also does not establish criteria for evaluating proposals
and selecting the successful bidder, which is likely to lead to litigation from project
proponents not selected for inducements.

Finally, because of the complexity and risk associated with this project, the parties must
have an efficient and impartial means of handling disagreements when they arise. We
believe project related agreements should provide for binding neutral arbitration as the
mechanism for resolving disputes. Binding neutral arbitration is widely utilized in U.S.
and intermational commercial agreements and is not a new concept with the State of
Alaska. Arbitration is the method used to resolve disputes under the State's Royalty
Settlement Agreements. In addition, Alaska courts have recognized a strong public
policy in favor of arbitration.
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In dosing, | would like to reiterate that ExxonMobil is committed to moving the gas
pipeline project forward. Our company poeseeses the financial strength and project
experience required to make this project a success. We are ready to work with the
Administration and the Legislature to establish a framework that recognizes the
integrated nature of the project and mitigates the risks Ive discussed to alow the
project to progress. We would suggest AGIA be amended to include the broad
objectives the State wants to achieve and allow each applicant to decide how best to
meat those objectives and to identify what is required from the State to advance the
project The State can then accept the proposal that delivers the most value. We are
ready to participate in a competitive open transparent process under the approach Ive
outlined.

Thank you for your attention and for the opportunity to address this important topic
today. Ilook forward to addressing your questions.
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+ BP wants and needs a gas pipeline

o We support Governor Palin's desire to get Alaska's gas
to market

o We are concerned that AGIA as drafted creates some
unintended consequences



Key Concerns tc ddress

AGIA would result in an exclusive winner before any work is
done; based on promises, not performance

AGIA requires base shippers to subsidize expansion shippers,
which adds risk to the pipeline

Inducements could be suggested by project sponsors, rather
than stipulated in advance
- $500m may attract underfinanced sponsors

Solving resource issues with clarity enables a successful open
season which is the key to advancing the project
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Project Risk Residua with the Resource Owners

All risks are either
borne directly by the
resource OWners or
passed to them via
the marketor the

toll. GOVERNMENTS/ MATERIALS AND CAPITAL
REGULATORS CONSTRUCTION MARKETS
Regulatory delay & Material, labor, Repayment risk
fiscal terms equipment costs

Those bearing a risk are commercially motivated to manage that risk



Summary

BP wants and needs a gas pipeline

BP supports an open and transparent process

Upstream framework iIs critical
- Must be addressed for a successful open season

Key midstream issues must be addressed to ensure there are

no unintended consequences

- Granting an exclusive license before any work is performed prevents
participation of others and reduces competition

- "Inducements" should be based on performance, not promises



10 Largest O1l and Gas Pipeline Project Financings

(greenfield and expansion only - excludes acquisition financing and refinancings)1
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1 my 7% M of
Alliance Pipeline Project (Gas), $3.73 billion Coastal, IPL, Willams, Fort
1 Canada/US ($2' 59 billion debt) Chicago Energy, Westcoast
(3,000 km) ' Energy
. : Amerada Hess, BP,
, (rgcs: ;fﬂ';;rfo")’ $3.6 bilion ConocoPhillips, Eni, INPEX,
' P ($2.59 billion debt) ltochu, SOCAR, Statol,
(1,730 km) Unocal
3 ggzﬁnngé Cupiagua Pipeline (O, $2.2 billion Ecopetrol, BP, Total, Triton,
(800 km) ($1.54 billion debt) TransCanada, IPL
4 SEZS - Cameroon Pipeline (O, $2.0 billion (pipeline only) ExxonMobil, Petronas,
(1,070 km) ($700 million debt) Chevron
Bolivia-Brazil Pipeline Project
5 (Gas) $2.23 billion Petrobras, BG, El Paso, YPFB,
' Bolivia / Brazil ($1.4 billion debt) BHP, Enron, Shell
(3,075 km)

1Also excludes primarily upstream projects with an integrated pipeline component. Based on Dealogic database.



10 Largest O1l and Gas Pipeline Project Financings

(greenfield and expansion only - excludes acquisition financing and refinancings)1

* - A -0 W
H /1| HeR ‘an rfr- . -t .-
o . Alberta Energy, Repsol, YPF,
5 gﬁ; dl—(l)eravy Crude Pipeline (Oil) $1.2 billion Occidental, Agip, Pecom
' ($900 million debt) Energia, Techint, Kerr-
(503 km) M
cGee
Mozambique-South Africa Pipeline - Republic of South Africa,
) : $1.2 billion : .
7. Project (Gas), Mozambique ($543 millon deb) Republic of Mozambique,
(865 km) Sasol Polymers
3 I\B/Ialh'?s Project (Gas), $1.0 billion Petrobras, Mitsui, Itochu,
' razfl ($900 million debt) Mitsubishi
(expansion)

Kem River Expansion Il (Gas),
0. United States $875 million loan Williams, Tenneco

(part refinancing)

Camisea (Gas), $865 million Techint, Sonatrach, PlusPetrol,

10. Peru ($480 million debt) SK, Hunt Oil, Tractebel

1Also excludes primarily upstream projects with an integrated pipeline component. Based on Dealogic database.



BP TMtimony on SB 104 (AOIA)
Sonata Resources Committee
March 23, 2007

e Mr. Chairman, members of the committee, for the record my name is Dave
VanTuyl. | am the Gas Commercialization Manager for BP Alaska. Thank
you for the additional time to prepare our testimony, and for the opportunity to
testify before you this afternoon.

BP Key Meaaages
e I'd like to start by emphasizing a few general points.

First, BP wants and needs a gas pipeline. And we need that pipeline to be
built for a low capital cost and then operated cost efficiently. We believe that
is what is required to make the project happen and be successful. Low costs
are good for both BP and the State because it results in lower tariffs, higher
netbacks and more revenues for the State and BP.

e Also, a low cost project will provide incentive to explore for more gas to keep
the pipeline full into the future. That is also good for the State and for BP.

* The bestway to ensure there is gas exploration in the future is toeta gas
pipeline built in the first place, and to get it built for a low cost.

e This is a hugely important project to BP, to Alaska and to the nation. It
represents the largest, known, undeveloped gas resource in the United
States, and in BP's global portfolio. The gas project is important in its own
right - but it also extends the economic life of Alaska’s oil production for
decades. Extending oil production is good for the State, the nation and for
BP.



Second, we there the governor's and the legislature's desire to geta gas
project moving, and BF stands ready to engage with the administration and
legislature to reach a balanced fiscal framework that works for all the parties.

And finally, a successful framework will set the foundation for a Stable,
healthy, and viable oil and gas business for decades to come. BP’s
future in Alaska is directly linked to the gas pipeline project.

That's why we are very encouraged by the Governor's and the legislature’s
enthusiasm about getting Alaska’s gas to market. That is also our vision, and
so we share your enthusiasm. It's the key to Alaska’s future, and to BP’s

future in Alaska.
Therefore, it's important that we get it right.

BP sees AGIA as the Administration’s expression of its commitment to
advance the gas pipeline project in an open and transparent way. We

applaud that good faith expression.

Developing the right process is difficult. Since first seeing AGIA at its roll out
on March 2rd we have identified a number of important areas of concern for

you to consider.

We believe AGIA may create some unintended consequences that could
jeopardize the vision of getting Alaska’s gas to market quickly, and at low
cost. We believe it is important for the Legislature to consider tfiese areas of

concern as you deliberate on AGIA.

Next I'd like to tum your attention to a few of those key areas of concern with
the current AGIA bill.






Key Concermns
« The first concern is that AGIA would result in an exclusive winner before any
real work is done and awards State funds based on promises, not results

o We think it wise that the State consider avoiding any notion of
exclusivity or the government 'picking a winner"; I'm not aware of any
example where that has worked successfully,

o We recognize that the Administration has, in good faith, laid out
selection criteria to enable the selection of the exclusive winner in as
transparent a way as possible,

o We believe that the State can help to advance the project by
setting out a clear framework for investors - from there the market
will work to identify the most effective project

o And we support open competition in the marketplace, rather than in
advance of actual performance or before the competition actually starts

o Infact, the FERC requires that the market demonstrate that it wants
that application before awarding a certificate tc an applicant. That's
what happens in a successful open season,

o We certainly understand that from the State’s perspective, there are a
number of specific things desired from ANY project (jobs and
training for Alaskans, gas access for Alaskans, pipeline expansions),

o We support all of these objectives.

o Those objectives can and will be addressed by a successful project

through open competition in the marketplace.

e The second concern is that AGIA as drafted can result in one party
subsidizing another. AGIA specifically requires initial shippers - who
financially underpin the project and who already bear most of the risk
associated with the project - to bear yet another risk and additional cost the
risk of tariff increases of 15% or more by rubsidizing expansion shippers

o We understand and we fully share the State's desire for a pipeline to
be expandable - ifs absolutely good business.



o However, we believe that the State should carefully consider the
potential adverse consequences of requiring pipeline owners to
increase rates on their initial customers to subsidize expansion
shippers.

o A policy of subsidization places additional risk on the initial shippers,
making the project less attractive, and therefore puts the project at risk,

o Now if the State wants to subsidize others, it can certainly do so
itself, directly, as a policy choice. But we don't believe it's good policy
to do so with other peoples’ money,

o Congress made clear in the Alaska Natural Gas Pipeline Act of 2004
that rates for initial shippers should NOT increase if a mandatory

expansion was ordered. In fact, the language of the Federal Law

states that

"the [FERC] shall...ensure that the rates do not require existing
shippers on the Alaska natural gas transportation project to

subsidize expansion shippers.” -ANGPA, Sect. 105(b)

0 Also, in Order 2005, FERC put in place a rebuttable presumption of
rolled in rates for expansions provided it did not require subsidization
by initial shippers [and I'd like to read paragraph 125 of the Preamble]:

An conclusion, to provide guidance to potential shippers in advance
ofthe initial open season thatis the subject of this rule, the
Commission intends to harmonize both objectives (rate
predictability for initial shippers and reduction ofbarriers to future
exploration and production) in designing rates for future expansions
ofany Alaska natural gas transportation project. Itis consistent
with our guiding principle that competition favors all of the
Commission’s customers, as well as with the objectives ofthe Act,

to adopt rolled-in rate treatment up to the point that would cau



there to bee subsidy ofexpension shippers by initial shippers, if

any subsidy were to be found. *[Order 2005, paragraph 125]

These two excerpts from Federal law and regulation, suggest that
AGIA and Federal law could be in conflict. This conflict issue actually
becomes quite complicated, and we are continuing to study it. If
indeed there is a conflict, resolving it would add delay and uncertainty.
We do not see how that is in any of our interests.

We heard FERC testify yesterday and speak very favorably about the
bill, but this area of conflict was not specifically addressed. So in fact,
we plan to consult with FERC in the very near future just to ensure

there is not a conflict problem in the future.

In any case, we believe that this type of provision, requiring a subsidy
for not-yet-ready shippers at the expense of initial shippers, would be a
disincentive for potential shippers participating in an open season.

That's also not in any of our interest.

And for the record, ljust wanted to ensure that the nature of the
producers' challenge to Order 2005-A was clear. \We are only
challenging the issue of whether or not FERC should be able to dictate
design changes after the conclusion of an open season. We are not
challenging the rebuttable presumption of rolled-in rates provided it
does not result in a subsidy. A contrary statement was made earlier in

the week, and we wanted to ensure that we made that point clear.

Our motivation for the challenge is to prevent cost increases, and to

avoid unnecessary project delay.
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A third area for careful consideration, and perhaps the centerpiece of AGIA, is
the $500 million grant

I would like to be clear, this was not requested by BP

It may be attractive to underfinanced project sponsors or companies
not willing to risk all of their own money

Rather than specifying in advance what inducements are needed,
the State could ask project sponsors to propose specific
midstream inducements - this gives the free market opportunity
to dowhat it does best

The State could then determine what inducements to offer and make
them available to all parties

We've heard the Administration say that the $500m is provided up front
because this is the riskiest phase of the project. We have a very
different view.

The up-front phase is risky for a non-resource owner who is not
confident that it will have customers participate in its open season; we
heard Enbridge share this view last week. But the riskiest phase for
the ultimate shippers in fact is the construction period - where cost
control is critical, and will be the key determiner of what the ultimate toll
will be.

In fact, as we've previously shared, ALL project risks ultimately flow to
the resource owners who make those initial firm transportation

commitments, which I'll discuss in more detail shortly.

A fourti, a ea we suggest be considered carefully is that, although AGIA
seeks to get a project moving, and we fully support that objective, it does not
sufficiently address the resource framework, which is the key enabler

for a financeable project
0 ttis widely understood that the resource owners will pay the cost and

bear the risk in building a pipeline whether they own it or not



0 Resource owners will pay all the costs of the pipeline, either directly or
indirectly by reimbursing the pipeline owner through the tariff for the
costs they incur

0 Multi-billion dollar commitments spanning decades are needed to
financially underpin this project;

0 Just like Wall Street needs to know the rules before lending money,
resource owners need to know the fiscal rules that will govern the
project before making commitments that will enable the pipeline to be
financed.

0 Although this is widely known, the details of an upstream framework
are complex and take time and effort to agree - but unless they are
addressed, a project won't secure financing; it won't advance

Risk Diagram
« This next slide attempts to show how risk is ultimately allocated in a major
resource development project like the Alaska Gas Pipeline Project

» I'mgoing to Step through itone bit at a time.

 First, we start with the Resource Owners - that's of course the State of
Alaska, and it includes the lessees, like BP, CP, EM, Chevron and others.

» There are certain risks that are inherent to the resource itself.
0 There is always price risk associated with selling a commodity like
gas
m that's the risk that the price of gas will fall in the future,
possibly below the tariff

0 There’s also production risk
» Keeping the pipeline full for project life
m Being able to deliver the full volume every day



m These risks are important considerations when a resource
owner has to make the firm transportation commitments

necessary to underpin the project

Next, there’s fiscal risk for a lessee, that's the risk that the fiscal terms on the
upstream business might change. On major infrastructure projects like this
around the world, it's not uncommon for host governments to address fiscal

risk with a mutually agreed framework.

There are also a whole host of risks associated with constructing the pipeline
itself

0 Regulatory process could change  schedule risk

0 Material, labor and equipment costs * cost risk

0 Need for finances from the capital markets  finance risk

Just to put the finance risk in perspective, | have this handout that my finance
folks sent me yesterday that summarizes the 10 largest oil and gas pipeline

project financings ever.

You'll notice that the largest financing to date is $3.7 billion, which is a fraction
of the anticipated cost of this project. | thought this might be useful context

for the committee.

All these project-related risks that are taken by the pipeline company are
ultimately passed through to the resource owners through the toll
0 The Pipeline company receives a regulated rate of retumn
0 Gets a limited but reasonable retum on investment, come rain or
shine
0 That's the pipeline’s reward
0 In exchange for this regulated rate of return, the regulators ensure

that the pipeline does not take on certain risks



o These instead are passed through to the resource owners
o That's how the risk / reward balance is struck by the pipeline

regulators

So ultimately, ALL RISKS are either bome directly by the resource owners, or

are passed through to the resource owners through the toll

To ensure a low cost project, it's important that those that are bearing a risk

are able to manage that risk
o They are commercially motivated to manage that risk downwards

To reiterate, it's critical that the fiscal system is established in such a way that
the risks associated with the resource or "upstream” are adequately
addressed to ensure the risk / reward balance is right

o Thatwill maximize the likelihood of having a successful open

season and a successful project,
o The State is uniquely positioned to address this risk

Summary

So in summary, I'd like to leave you with four messages.

First, BP wants and needs a gas pipeline. It's critical to our vision of the 50-

year future in Alaska.

Second, BP fully supports an open process that leads to a mutually agreed
fiscal framework with the State that allows a project to advance and attract

financing

We think there should be an open and transparent public review of the

resulting framework

10



- The Governor has already committed to keep the legislature and the
public apprised - we fully support her in that

- Itis critical that the legislature supports and endorses that framework

- The judicial branch should review that framework to ensure
constitutionality

- The people of Alaska and all 3 branches of government should and will be

consulted.

» We think that the resulting framework should be available to all investors to
ensure competition

» Third, mutually agreeing an upstream framework is critical. The resource
issues must be resolved for the project to proceed and to ensure the resource
owners have sufficient confidence to make the necessary long term financial
commitments in an open season required to advance the project. We are
ready to engage on developing that upstream framework.

* And fourth, we believe that a number of midstream details in AGIA should be
fixed.
o any notion of exclusivity or the government "picking a winnerlshould
be avoided
o Any process should allow competition in the marketplace to work
o Finally, any payment of State 'inducements' should be made after
promises are delivered, not before
- For example, we think it would be appropriate that a sponsor
earn inducements by actually conducting a successful open
season that results in firm transportation commitments, rather
than before actual results are delivered.
- Itis easy to make hopeful promises
- butitis harder, and vitally important, to deliver performance

1l






Response to QueatkMU Raised by Senate Resources Committee
Following Testimony Provided by BP Exploration’s
Gas Commercialization Manager David Van Toyl
at March 23,2007 SB 104 AG1A Hearing

1. Isthere anything in the PBUOA that would prevent one owner from
participating in an open season if the others didn’t choose to?
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2. What percentage of your total company’s gas production would this project
represent?
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3. What does Order 2005 say about regulation of the GTP? Would the rate
resulting from a GTP expansion be rolled-in or incremental?

In Qrder 2005, FERC 1 % Iatlons or G vldefaI “Unpundled!”
S

1S, thet

%Pr\g"io WO owacen oe i eor:sae%?%s
?ﬁé@g FhRCs s errentlssummnz paragr .’%ﬁiepr e

e

"The Commission is stating in thefinal rule at section 157.34(c)(6) that the
open season notice must contain an unbundled transportation rate.

Moreover, section 157.34(c)(10) prohibits a prospective applicantfrom
requiring prospective shippers to process or treat their gas at any designated
facility. The Commission is satisfied that it can address any other
discriminatory conduct in connection with gas quality requirements or other
ancillary services through the provisions ofsection 157.35 in conjunction with
existing Commission policies and procedures. ”
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"The Commission did not intend to preclude the inclusion ofjurisdictional
natural gas conditioningfacilitiesfrom the open season. If pursuant to
ANGPA section 103, a project sponsor intends tofile an application under
section 7 of the NGAfor authorization ofa project that includes a
jurisdictional natural gas conditioning service, we will review the open
season plan and notice to ensure that such service is offered in its open season
notice, subject to the same requirements as apply to transportation service.
However, the prospective applicant must offer a separate ratefor the gas
treatment service and separate ratefor the transportation service.
Furthermore, the prospective applicant can neither require bidders to bid on
both services, nor evaluate the bids based on whether bidders requested one
or both services. Moreover, while the prospective applicant can require
specific natural gas quality specifications such as would be met by using the
conditioning services offered, it cannot reject an otherwise qualified bidder

that states that it will deliver to the pipelinefacilities gas that meets the stated
quality specifications. ”
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"On the other hand, ifa prospective applicant is proposing to apply to revise
the Alaska Natural Gas Transportation System (ANGTS) application now held




in abeyance, then a conditioning service will have to be included as a partof
the open season, butagain, with all services offered priced separately."
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4. Please provide additional information on the “Top 100il and Gas Pipeline
Project Financings” chart provided to the Committee, including dates of
projects and cost information if available. Also, why isTAPS not included on
the list?
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5. What is the volume of liquids that will be carried in the gas pipeline?
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ACTION NARRATIVE

CHAIR CHARLIE HUGGINS called the Senate Resources Standing

Committee meeting to order at Present at the
call to order were Senators Wagoner, McGuire, Green,
Wielechowski and Huggins. Representatives Kohring and

Samuels joined the committee.

#SB104
SB 104-NATURAL GAS PIPELINE PROJECT

CHAIR HUGGINS announced SB 104 to be up for consideration
and that the committee would first receive comments from

Wendy King.

[The following is a wverbatim transcript of Ms. King's
comments]

WENDY KING, Director of State Negotiations, ConocoPhillips
Alaska, Inc.: 1 work for ConocoPhillips in Anchorage and I



have been working on the ANSgas development project for

four and a half vyears. I'm pleased to be here today to
testify on SB 104 or the proposed AGIA bill. And 1'd
highlight - I think there are some handouts or some
presentation materials and rather than work off the screen,
we're going to work off the handout. 1'lIl try to do my best
to try to follow you through, even though there's not slide
numbers on here. 1'll do my best to draw your attention to

the different points in the slides.

Before | discuss the bill and we'll turn to that first
slide labeled "Investing in Alaska Today" | want to
reintroduce to the committee ConocoPhillips and what our
business in Alaska looks like. ConocoPhillips is the

state's largest oil and gas producer. W have had 1,200
uninterrupted LNG shipments since 1969 from the Kenai LNG
plant. We are the state's largest acreage holder on the ANS
and we have drilled over 60 exploration wells since 1999.
We have drilled 16 wells in NPRA where we're the operator.

ConocoPhillips - | get to learn these little facts about my
company all thetime - but one ofthem was that
ConocoPhillips' heritage company, Phillips, was the first
oil company to establish an office in Alaska.

Just to move on to some general comments, | wanted to
emphasize that timing on this project is important. | would
agree with the administration that the timing is an

important issue. Our company is committed to developing the
ANS gas resources and ConocoPhillips is willing to consider

creative solutions. Weare eager tofind a framework by
which both parts of the project, both the midstream and the
resource parts of the project, can be advanced. And | want

to step back for a second and define that.

The midstream sides ofthe project - and I'm going to use
that term quite a bit - forme it involves what we call the
gas transmission lines, the gas treatment plant, the big

pipe that would go to Alberta and then what the different
alternatives might be from Alberta to markets in the Lower
48. So, all components of that | would call the midstream

portions of the project.

Upstream are the resource portions of the project or the
assets that would be asked to be making shipping
commitments to the project - so assets Ilike the working



interest owners in Prudhoe Bay or NPRA  or other

exploration. So, it's more from the perspective of a
resource owner - a working-interest owner. That's the
terminology I'll wuse.

The next slide in your packet is what makes the Alaska
project different. And what you've got here is a graph of
the North American gas pipeline projects that have happened
since 1997 that are greater than $100 million. And | think
from a visual perspective, the first thing eyes always go
to when we look at this graph is thcit the cost of the

Alaska gas pipeline project is just off the scale. | mean
this has got the $20 billion 2001 estimate on it. But you
can see, here's the Rockies Express Project,a pipeline

project that is in construction right now. |Its estimated
cost for a 1,300 mile pipeline is $4 billion. The Alliance
project which was completed in December of 2000, is a 1.3
bcf/day pipeline cost around $3.6 billion and it's an 1,800
mile pipeline. Mac Delta, I'm sure most of you have read,
the MacKenzie Delta project - the cost increases that are
just incurred on the MacKenzie Delta project - | believe
the public estimate that was just made on that is $14
billion including the wupstream development - that's U.S.
dollars and that's a 1.2 bcf/day project. So just a flag -
you know the Alaska gas pipeline project being a 3,600 mile
pipeline with a cost estimate greater than $20 billion is
just not comparative of these. 1It's much bigger. The scale
is significantly larger.

And | would also highlight that comparing - you know, you
can't just take and say it's a $30 billion project or a $20
billion project, whatever the number ends up being - and

say that's 10 times $2 billion projects.

The scale is just different. You can't just multiply it
out. The next point | would like to make was on...

SENATOR WIELECHOWSKI: Since the cost is so much for this -
how many miles did you say it was?

MS. KING: 1It's 3,600 miles from Alaska's North Slope to
Chicago, which would be one of the markets in the Lower 48.

SENATOR WIELECHOWSKI: Since that is - 3,600 miles - doesn't
it make sense to start maybe thinking a little Dbit more



about building a simply 800-mile line down to Valdez and
shipping it by LNG?

MS. KING: Senator Wielechowski, through the Chair, actually
that is a question that ConocoPhillips, being the current
operator and have had an existing LNG operation in Alaska

for decades, it'p a question we consistently Ilook at. And
we still believe that the cost - you'd still have to build
a 800-mile pipeline - you'd still have to have the

gasification, tankers, mc”e it to a market and get it to it
- a disadvantaged market in the context of you can only
access the coast and have to bring it in. W still believe
the total costs are better going with a pipeline project
through Cara la to the Lower 48. So, we've cooked at it; we

continually look at it; wethink we bring a unique
perspective on that. W have proprietary technology on LNG
and we still believe the <cost 1is better to go with a

pipeline project to markets in the Lower 48 through
Canada.

A
The next slide, if you turn to - and this is - you know,
predicting natural gas prices - it's a risky business. And
this graph is actually to just highlight a quick critical
point here. What you've got on here is the forward curve
that was published on December 9, 2005. That's the black
line on this graph. And what's underneath it is what the
actual gas prices were over the course of that year. So for
me, | find this quitea staggeringgraph in that it kind of
grounds me thatwe can't evenpredict natural gas prices
within a one-year timeframe. Can you imagine trying to ao
that for a 30 or 40 year timeframe? And that's one of the
key risks that tne resource owners bear in this project -
is that the volatility and theuncertaintyon natural gas

prices.

I'd also lixe to highlight that ConocoPhillips wants to
work with the Alaskalegislature and Governor Palin on a
framework that will advance a project. W agree a public
transparent process is needed and we also believe a
balanced deal is needed to stand the test of time. The
project is just too big to have a winner/loser mentality.
We've got to find a balanced deal to go forward.

We believe ConocoPhillips can bring a lot of value to this
project. We have financial strength;we have Arctic
experience; we have Alaska experience; weoperate in



Alaska. We have project management skills and we have mega-
project skills and we have key learnings from other
pipeline projects that we're involved in. W also believe
we bring a unique perspective to this in that we are an
existing producer, but we are also an explorer. W have a
track record of trying to advance the Alaska gas pipeline
project and we have spent millions of dollars trying to do
that.

My primary focus today is to convey that we want to work in
a constructive way with you to move forward, but more work
is needed. The first time ConocoPhillips saw the proposed

bill was on March 2, which was the first day it was
released to the public. W have had our teams reviewing the
bill and are weager to find a framework that will allow
development of ANS gas resources to advance. We need to be
able to work through some critical issues with the Alaska
legislature and Governor Palin. We are not locked into the
old proposal, but we need to finda framework that

addresses the critical resource issues that are needed to
support long-term shipping commitments for this project.

One aspect of the proposed bill thatwe have noted in
particular is the distinction between the midstream and the
resource terms. The risk/reward balance is very different
between the regulated return portions of the project,
particularly when they're backed by strong firm
transportation agreements. Just to remind ©people, firm
transportation agreements are those agreements where a
shipper would be asked to pay a pipeline what is called a
demand charge, dayin/day out. And fora project of this
magnitude, it could be 20 - 25 years that people are asked
to sign that shipping commitment for. And 1'd point out as
well - you pay for that charge regardless if you ship gas

or not.

The, split between the midstream and that resource we think
V\dﬁ.l help to illustrate the differences on risx and reward
within the project. That being said, the project will only
be successful if both the midstream and the resource risks

are addressed.

Based on our initial review of the bill, ConocoPhillips has
four key question areas that we would like to discuss with
you. We have some suggestions on some of these, but we
still don't have solutions for all of these. The four Kkey



areas are first - exclusivity or what we would call
creating roadblocks to alternative projects; the second one
is the resource terms, themselves; the third one, we'll
buck it, 1is called the midstream bid requirements; and the
fourth one is the expansion terms. And I'lIl go into more

detail now on these four areas.

ExcJusivity or roadblocks to competing projects - I'd first
like to flag a key question - Why would the state want co
block alternative projects insteaa of letting the free
market work most efficiently? And | want to draw your

attention to section 440 in the bill.

CHAIR HUGGINS: I'm sorry, Wendy, would vyou say which
section again?

MS. KING: Yes, Chairman Huggins, section 43.90.440. This
particular section reads:

Except as otherwise provided in this chapter, the
state grants the licensee assurances that the
licensee has exclusive enjoyment of the
inducements provided under this chapter.

CHAIR HUGGINS: Okay, hold on just a second. Okay - page 18,
line 22 - we're now prepared.

MS. KING: Sorry chairman Huggins. |1 was reading from line
22 and 1'll read that again.
Except as otherwise provided in this chapter, the
state grants the licensee assurances that the
licensee has exclusive inducements - 'Excuse me,
I can't read today - Oh, jeez, it's been a long
week - | apologize - starting over again.'

Except as otherwise provided in this chapter, the

state grants the licensee assurances that the
licensee has exclusive enjoyment of the
inducements provided wunder this <chapter. |If the
state extends to another person preferential
royalty, tax, or monetary treatment for the

purpose of facilitating the <construction of a
competing natural gas pipeline project in the
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 of
reasonable costs that the licensee has incurred
in developing the licensee's project as of that

date that the state first extended preferential
treatment to another person.

Then 1'd like to draw your attention to sections 340 in the

bill and 1'Il try to find the pages here for you.

Actually sections [43.90.1330 and 340, I'm particularly
looking at what the induct nts are on pages 16 and 17 in
the bill. The midstream inducements include streamline

coordination for the project. Why wouldn't the state offer
the Dbenefits of streamline coordination to any project?
That is how the federal process is set up.

The inducements and particularly in section 340(b), line 7,
indicate that the inducements - you can not put burdens -
and | recognize that is a word | am using, but you can read
your own words there - on a permit by any state agency

would only apply to the licensed project. Does that then
mean that the state would be willing to put burdens on a
competing or alternative project through the permitting
process? The way the bill is currently conceived, it would
from a practical perspective make it incredibly difficult
to permit an alternative project with the state for

potentially as long as ten years. It is not clear what that
the state could ever provide streamline permitting to any
other project without creating litigation exposure to the
original licensee.

The exclusive inducements also include the benefits of a
state-funded training program for Alaskans. Why would the
state be willing to train Alaskans for only one project -
the licensed project? Shouldn't qualified Alaskans have the
opportunity to be trained and work on any project that is
being advanced by mixing streamline permitting, the office

of the state coordinator - AGIA coordinator, training for
Alaskans and <creating obstacles to work with resource
owners except with regard to the licensed project with

exclusive inducements of AGIA, it becomes difficult to



CHAIR HUGGINS: Wendy, could you please give us a page and
which line you're on.

MS. KING: Oh, I'm skipped ahead in the bill, but I'm back
on 440 and I'm kind of closing in this section here.

CHAIR HUGGINS: Yes, when you do that if you would just give
us a page and line number, it would help us.

MS. KING: | apologize, Chairman Huggins. «
Section 440 again - and I'm going to draw in here...
SENATOR WAGONER: Page?

MS. KING: Page 18, |lir.e 22 through 31 again. I'm back to

the reference to the exclusive inducements and also the
treble damages clause.

The exclusive inducements - they include the benefits of
streamline permitting - that's listed in the bill, the
office of the AGIA coordinator - the state <coordinator,

training for Alaskans, and creating obstacles to work with
resource owners except with regard to the licensed project.
It becomes difficult to see how an alternative project
could be advanced anytime over the next ten vyears unless
the licensee agrees that the project is wuneconomic or if
there was an arbitrator's award saying that it was
uneconomic, that that was not challenged by the licensee.

I want to emphasize, ConocoPhillips is a supporter of
streamlined permitting. We worked very hard on the federal
legislation that was passed with the Alaska Natural Gas
Pipeline Act. If the state is going to pass similar
provisions, we believe they should be available to any
project that is being advanced.

We request that these sections be amended to make it clear
that other projects can advance. So that 1is particularly
the focus in those sections of 440 on page 18 and I1'll go
back on pages 16 and 17 to the inducements associated with
the Alaska Gas line Inducement Act coordinator. So that's

our first area of...



SENATOR McGUIRE: Wendy, on that point. So you know the
theory behind these inducements if you will and the
exclusivity of them is to get the project going. To
incentivize people who have been similarly situated over
the last three decades, two decades, depending on how you
argue it and yet nothing seems to be moving forward. So
would your argument be that these incentives aren't needed?
Or | guess what I'm trying to - and | don't disagree by the
way. |I'm very concerned about the treble damages associated
with that section because | think that a lot of those
inducements are things we'd like to offer to anybody that's
willing to develop resource development projects in Alaska.

But | guess myquestion is, doyou think these inducements
are needed in the exclusivity and if not, what 1is the
alternative?

MS. KING: I do believethere are value in these

inducements. I believe that streamline permitting - |1
believe that the state helping with the training program -
Labor is clearly going to be a challenge for these projects

so | do believe that there are value in these inducements.
My concern stems, again, the exclusive nature of the
inducements. So | do Dbelieve - and | understand your

concern of wanting to motivate a gas pipeline project going
forward.

And | believe ConocoPhillips' record since 2000 clearly
demonstrates our commitment to try to move this project
forward. We are doing what we can to do that, but we see
that these inducements should be out there for any project
and if the state takes the ~chance of tying up those
inducements, which  would be normal - Let's just say
permitting a project is a normal sovereign power the state
would have. If you give - grant those exclusively, we could
see ourselves - if you've chosen the wrong winner for some
reason - the state's chosen the wrong winner, being delayed
for a decade with those inducements being tied up to that

licensee.

So that's where our concern stems. | do believe there's
value in some of these inducements - particularly those
around streamline permitting and those around getting
Alaskans ready for the jobs. W would prefer to see those
apply to any project that is being advanced. And let the
market choose which project goes forward.



MS. KING: The next area that | wanted to talk about is the

resource package. And once again | want to draw our
attention to what do | mean when | say "the resource.” The
resource, once again, is getting the owners, the
leaseholders, explorers, whoever else that might want to
show up for an open season - those thatwould be asked to
make the shipping commitments tothe project. And the

issues that they face, they're wunique in being asked to
make that shipping commitment.

As we stated last month in Senate Resources, the resource
risks have always posed the greatest obstacle to a gas
pipeline. The predominant resource risk that we want to
continue to focus on with the state is in obtaining clarity
on the state taxes and royalties that are needed in order
to secure long-term shipping commitments. Addressing these
issues remains a critical component to make this pipeline a

reality.

ConocoPhillips appreciates the recognition of the
importance of resource issues fora proposed gas line
project. Sections 300 - 320 in the Dbill.

CHAIR HUGGINS: Give us your page number and line.

MS. KING: I'm looking them up right now. Page 14, Chairman
Huggins, page 14 is the qualifications for resource
inducement. 310 is the royalty inducements.

CHAIR HUGGINS: Line 7

MS. KING: Actually, in moving all the way through
pages 14 -16 is the whole package of resource inducements

that are in the bill.

Those sections, 300, 310 and 320 - so pages 14-16 - would

not be in the bill if the administration had not recognized
that changes were needed on the resource side. W also
appreciate the administration identified that fiscal

stability is a critical resource issue by proposing the ten
year stability provision.

A troubling aspect of the resource inducement package is
the tie to the exclusivity of the licensed project and the
treble damages clause. So I'm going back again now to



section 440 in the Dbill. Is the state not willing to
provide term inducements to any potential project that s
being advanced and to any party that underpins the pipeline
construction with a firm transportation commitment? What if
the chosen winner makes some promises that can't be
delivered on?  What happens if the licensed project
stumbles? Is the state willing to give up their right to
change tax terms and royalty terms, which is a contractual
arrangement, outside of the licensed project without
creating litigation exposure with the licensee? What if the
state picks the licensee but we knowthat the licensee can
not deliver on what they say? We will not have the right to
get wupstream stability and provisions for any other open
season on a different project for up to ten years or expose
the state once again to damages.

We do not want to see the project tied wup in exclusive
arrangements or exposed tothe Ilarger damages in order to

have a backup plan.

More to the specific side of the resource provisions, we

remain concerned that the provisions in the Dbill need more
work. The present bill promises to make some changes in the
royalty contracts, but rather than negotiate changes to the
contract, the bill wouldrequire the resource owners to

accept being subject to as yetunwritten regulations and
the regulations are subject to change every two years.

The bill promises a degree of protection against potential
changes to the gas production tax, which is a start.
However, it does not identify the protected production
rate, and the period of relative stability 1is insufficient
for a project of this magnitude. In addition, there 1is no

protection against increases in other taxes that may be
aimed at circumventing the protection. To give an example
of that: If you hadgas production tax stability, state
corporate income tax could be increased to offset what
you...basica] ly the terms that youhad there. So that balance

of looking at the entire tax structure is something we
think is important. We need to develop a complete resource
package, and it's going to require creativity, open
dialogue, and <consensus. We Dbelieve that developing a
resource-inducement package is important. In fact, [it is]
the most important aspect that will advance a project to a

successful open season--but more work is needed.

tax



The next area that | want to move to is midstream

requirements. My first question is: Why would the state be
SO proscriptive in the midstream requirements? The current
version of the bill has a longlist of requirements that a

party must demonstrateto the administration's satisfaction
before their bid would be reviewed by the public and the
legislature. Any bid that did not meet all of the bid
requirements would be rejected out of hand, even if it
brought the best all-around solutions to the challenges
facing this project. For example, a bid that met every one
of the requirements, but said, "I cannot meet three fixed-
date requirements, because wefelt that that might not be
consistent with the best project management tools and
skills that are out there,” the bid would be rejected as a
non-conforming bid. For approximately a year,
ConocoPhillips has indicated that we have alternatives on
different work commitments if the right resource framework

was in place, but the proscriptive nature of the
requirements would not even allow us to bring that
creativity to the table; it would be rejected as non-

conforming bid. Another example of this is what if a
company decided they did net want the state capital
contribution prior to the open season? F our project, we
have estimated it could cost $400 to $500 million to get to
the open season. The bid requirements would require us to
take $200 to $250 million of state contributions to be a
gualifying bid. Should we be required to take that money
from the state as part of the bid?

SENATOR WAGONER: You keep saying ‘'our requirements'. You
talking producer”™ as a whole, or you talking just

ConocoPhillips?

MS. KING: First and foremost, | am always speaking on
behalf of ConocoPhillips; I'm not speaking on behalf of a
producer group or big oil. I am here representing

ConocoPhillips. Now with respect to the second part of
that-the midstream requirements I'm talking here are the
ones thac are actually laid out in the proposed AGIA bill.
I'll probably get the number wrong, buc there's a number of
requirements that are in there that you need to meet to be
considered a conforming bid. And that long list of
requirements is the one that I'm speaking to now, Senator
Wagoner.



One of the few times that a pipeline really has risk in
this project is prior to that open season. | guess there's
a question in my mind, if you're not confident enough that
you can have a successful open season, and you require an
inducement from the sr .te to get through those relatively
small costs-we're talking $500 million out of a project
that could be :n the magnitude of $30 billion-you have to
question what role you can play in the project. What about
the objectives of the customers, the shippers? How do you
balance the fact that many of these requirements flow
through directly to the shippers? What stops a pipeline
company from promising all of these terms, knowing that
they can pass them on to the shippers and have the benefits
of the exclusive inducements for over a decade? What
happens with an empty promise? How does the state deal with
someone saying they can deliver a particular size pipeline
and then eight years later saying: | can't, | didn't get
the firm shipping commitments, they  were inadequate,
financing wasn't available, or FERC wouldn't approve the
project? The current bid process encourages bidders to bid
high and then beg forgiveness rather than to bid
realistically. W suggest changing the current list of bid
requirements to bid variables that would be consistent with
the administration's goal of fair and transparent process,
but would allow companies like ConocoPhillips, who have a
lot of experience in these types of deals, to wuse our
creativity. W wunderstand the state has some must-haves.
Isn't it an easier way to say to the industry, we have
these demands: Alaska-hire, options for gas for Alaskans,
rock-solid work commitments, and others? Please bring us,
industry, the most creative solutions you can to meet those
demands. The final area that | wanted to move to is the
mandating expansions and roiled in rates.

Why would the state want to mandate enhancements for late
shippers that could threaten the viability of the basin-
opening project and impair state revenues? ConocoPhillips
is the .tate's largest explorer, and | draw your attention
to this slide here.And | think wecan bring a different

perspective to this issue. From this slide you can see that
ConocoPhillips has a strong land position. The color in
orange is lands that we hold that are ConocoPhillips
operated. The ones in yellow are ConocoPhillips non-
operated. We drill a number of exploration wells in Alaska
every year, and we continue to explore in a region that we
know is gas-prone: the NPRA. ConocoPhillips is concerned



that theinitial shippers, who will be askedto sign up for

billions and billions of dollars in firm shipping
commitments that will make the pipeline project feasible,
are being asked to take on more risk wunder the proposed
bill than under existing statutes and regulations. Why
would a partysign wup as an initial shipper if | could

wait, secure in the knowledge that an expansion could be
mandated and its tariff mitigated through rolled in rate
subsidies? At some point youhave to ask: Are all these
promises for explorers actually driving the behaviors vyou

want?

For over four years, | have heard companies saying they
need more time prior to an open season so they can drill.
We have Dbeen actively trying, since 2001, to advance a gas
pipeline project and get the government frameworks in
place. These issues-or explorer issues-have been debated
with the federal legislation-the Alaska Natural Gas
Pipeline Act-and have been debated in front of FERC with
orders 2005 and 2005a. And both times a balance was struck,

and there's still no drilling. Why should I drill now when
the state continues to push to provide guaranteed
subsidized rates for those that defer drilling?

ConocoPhillips continues to spend millions of dollars every
year to advance a gas pipeline. W believe the single
largest variable that will motivate new exploration on the
slope is a gas pipeline and a successful open season. With
costs going up the way they are, we are letting a million

dollar issue drive the billion dollar issues. Let's keep
our eye or first things first. Let's compare the risks -
the next graph here - that [an] initial shipper faces
versus a later shipper. And | recognize this is a

subjective, gqualitative-type analysis, and we might have
debates about whether there should be one and a half X's
here or two X's here. |It's more intended to be just an

indication.

I'd flag initial shippers-just going down here through the
list the initial shippers are going to be asked to sign up
for shipping commitments, potentially a decade before gas
is delivered to the market and with huge levels of
uncertainty in the resulting toll they may have to pay. The
cost environment for those upstream developments that the
resources are facing, and the expenditures that you could
be facing, and trying to advance those upstream
developments in parallel to the largest pipeline project in
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North America. Let me just highlight this issue again.
We're going to be trying to get our assets ready on the
upstream side-trying to get Prudhoe Bay ready for gas
productions; trying to develop other fields, and for us
that can involve things with NPRA in parallel to the
largest private construction project in the world.

Our upstream developments will be competing with the
pipeline project for the very goods and services that we're
going to need to have the gas ready, and that is a risk
that an initial shipper is going to face in having your gas
ready for the day the pipeline's ready. We do acknowledge
that gas reserves and deliverability-that's a risk that any
shipper faces, whether you're an early shipper or a late
shipper. The increased state take over a period of FT is
also there for initial shippers versus late shippers, but
the initial shippers are going to be asked to sign up for
shipping commitments that could last for decades. A late
shipper may not have to sign wup for that duration of a
shipping commitment.

The increased tariffs from rolled in rates on expansions—
that's something that the initial shippers will face, and
to a degree, a later shipper might face to, and I'm going
to give an example of that Jlater on here. The project
delays that usually account to more costs; usually projects
being delayed, you're spending more money and it translates
to more costs. So, yes, that is something a pipeline entity
carries a risk while they're in the construction phase, but
when the costs are finished, they will be able to pass them
through, in its whole, to the initial shippers and to the
late shippers. And then the pipeline also has a risk around
obtaining those shipping commitments from credit-worthy
parties. Once again, will the market support that this is
the best project to do? | want to just flag: the risks are
very great for the initial shippers, and we think we have
to be careful that we don't set up an environment where
you're in a place where everybody would say: 1'd rather be
a late shipper. W have to get the project out of the
starting gate. The fact remains [that] the magnitude of
these initial shipping commitments are huge, at a toll of
S3.50 for a 20-year shipping commitment, that initial
shipping commitment can be in excess of $26 billion for a 1
bcf/day commitment. Now multiply that number times 4 to get
to a 4 bcf/day pipeline; it's about $100 billion worth of
shipping commitments that will sit behind this project when



it has an open season. That value 1is several times the
value of many of the companies that might apply under this

process. | ask myself, who has the financial strength to
sit behind those types of numbers if natural gas prices
plummet for a period of time, or if a field has
deliverability problems? | also want to emphasize that I'm
surprised that access is being raised as a question. I'm

actually not aware that access has been a problem for
anyone to date on the North Slope. Anadarko is our partner,
and Alpine has access to facilities to produce their oil in
NPRA. They have access to TAPS. We know their spare
capacity in TAPS, and we have demonstrated a willingness to
work facilities access with parties like Pioneer.

With respect to the Alaskan Natural Gas Pipeline, the US
Congress already <created an wunprecedented provision with
mandated expansion provisions to ensure access to this
pipeline. She emphasized that there's no similar provision
on any other pipeline in the Lower 48 than the mandated
expansion that was passed in section 105 of the Alaska
Natural Gas Pipeline Act. If a shipper is willing to sign
up for firm shipping commitments, which translates to pa®
for the expansion, and can demonstrate that that expansion
won't require others to subsidize it, the FERC can order an
expansion of the Alaska Natural Gas Pipeline. In addition,
there's absolutely no issue with a party making a firm
shipping commitment on the gas pipeline project, even if
you haven't found gas. You just need to be prepared to pay
the toll. Isn't the real issue here not access, but the
cost of that access? | wunderstand why the state wants to
create enhancements for exploration.

As an explorer I'm happy about that. We want to see new gas
volumes, we want co-venturers to explore with Unalaska's
North Slope, and | think I've communicated this before, but
it's pretty risky drilling exploration wells at one hundred
percent dollars; we like to have partners to explore and
help spread our risks. W are the state's largest explorer
and we can see both sides of the equation on many of these
issues regarding expansions and rolled-in rates.
ConocoPhillips does not oppose the application of rolled-in
rates, for some expansions.



We do have some concerns with mandating that application,

that application, for all potential expansions. We are not
opposing the language in FERC order 2005 and in 2005 A
that grants the presumption of rolled-in rates. I'm going

to read from that order 2005.

In conclusion, to provide guidance to potential
shippers in advance of the initial open season
that is subject of this rule, the commission
intends to r.armonize both objectives: rate
predictability for the initial shippers, and
reductions of barriers to future exploration and

production in designing rates for future
expansions of any Alaska natural gas
transportation project. It is consistent with our
guiding principle that competition favors all of
the commission's customers as well as with the
objectives of the act to adopt rolled-in

treatment up to the point that would cause there
to be a subsidy of expansion shippers by initial
shippers if any subsidy were to be found.

That's on page 44 and 18 CFR part 157 order number 2005,

which was February 9, 2005. Let me illustrate a few
concerns with the approach we have with mandating rolled-in
rates for all expansions and mandating expansions that may
be commercially wunreasonable. Some of the exploration
volumes could be from federal or private lands and some may
even be from lands that the state can't t-?". I'm drawing
your attention to this graph here that was in your pack.
This is here just to ki.nd of illustrate - we tend to focus
a lot of our attention right here, on this little circle in

blue here, where the existing infrastructure is. But in
reality, these exploration volumes we're talking about are
likely going to be in the Chukchi [Sea], the Beaufort
[Sea], NPRA, ANWR [ArcticNational Wildlife Reserve], and
the foothills, so we tendto focus in on a small area and
the exploration volumes are going to Dbe out in these

different regions.

If you skip then to the next slide that 1I've got in the
pack, these are from public ally available sources from
different - the United States Geological Survey
assessments, and |I've put the dates down as to when the
different assessments were made, but 1'd like to drau- your
attention to the three biggest nu~r rs on here: the 83, the



potential, the largest potential areas; 83 tcf in NPRA, 72
tcf in the Beaufort, 210 tcf in the Chukchi - and I've
worked on these, these are technically | think recoverable-
type numbers. But those three biggest numbers are in areas
where the state has no royalty, or no, or some of these,
not even production tax. Let me explain an example of where
I think, from the state's perspective, you might question
whether or not mandating rolled-in rates would work.

Prudhoe Bay has a toll, for example, of four bucks. There's
an expansion that comes along that says the toll would go
up to four-sixty, a fifteen percent increase. The state
would receive less royalty in production taxes, less
permanent fund contributions from Prudhoe Bay by the fact
that the toll was going up. Now many people have argued

saying, there could be state-wide inducements or benefits
from that other [indisc.] exploration coming in here. But
what if that exploration volume is from a field in the
Beaufort where the state has no royalty or no pror ction
taxes from it. So you would be in a place where you're
receiving less royalty and less production taxes from
Prudhoe Bay, but no new revenue coming in from that field,

coming from the Beaufort. And | do acknowledge there's
gonna be some socio-economic benefits of having
developments going on in the Beaufort, but you will not be

getting a revenue stream directly from those developments.
Another example of mandated rolled-in rates which could be
problematic is an NPRA example.

What if we are successful in NPRA after initial open season
and v think we've got a good expansion; 800 million a day,
cubic feet a day, kind of expansion? And I'm actually just

grabbing numbers for illustrative purposes, I'm not
actually calculating. The toll, once again, let's just say
the toll was four bucks. If that toll, due to this 800
millicn-a-day expansion, through the application of rolled-
in rates, was a good expansion, you might see the toll go

down for everybody to $3.80. That explorer that was making
the development decision to produce or develop that field
said the toll is $3.80. It Ilooks Ilike 1 should go ahead
with this development. Five vyears later, there's another
expansion where the toll would go up to five bucks because
it's an expansion from the Beaufort. You made your
investment decision thinking that you had a $3.80 toll, and
all of a sudden now you're facing a five dollar toll.
That's the type of uncertainty that even as an explorer or



a late-shipper, you might be exposed to by mandating
rolled-in rates.

Another example would be, for example, if there is some
short-haul service to Fairbanks, and short-haul means that
you just said | want to take capacity out on open season
just to ship my gas from the North Slope to Fairbanks, and
let's just assume that that toll was fifty cents. If there
was an expansion, they could be exposed Lo the toll going

up from fifty cents to fifty-seven point five cents and all
of a sudden, consumers in Fairbanks are saying, why am I
having to pay more to transport the gas when there's an

expansion coming in from  somewl. re else that's not
delivering any more volumes here? So there's both, on the
customer end, as well as on the shipper end, scenarios

where mandating rolled-in rates may not be in the best
interest of all the parties involved. AIll we are suggesting
is let the FERC be the adjudicator on this issue.

ConocoPhillips might very well be the company in there
arguing for the application of rolled in rates, and the
state might want to be on the opposite side, or vice versa.
Our perspective is, we just don't know what the expansions
might look like, what they might come from.

FERC has rebuttable presumption of rolled-in rates that's
not being challenged. What we'd say is just let the FERC

adjudicate those issues and all of us have the flexibility
then to argue our case for whetherwe think the subsidy's
been made at that point in time in the future. 1'd also

highlight that there are many tools in the state's toolbox
to deal with the issue of enhancing exploration ard
motivating expansions,including things like royalty
reductions and tax credits. The state could put a capital
contribution in on an expansion at some point in the
future; there's many tools in the spate's toolbox to incent
that exploration. What isinappropriate, though, is to
require the initial shippers, the ones who have already
taken exploration risks to find the existing known

resource, you'll be taking on the multi-billion dollar risk
that will make this pipeline possible, to subsidize those
that have not yet taken those risks. We can't let unknown

gas prospects that —could take a decade to explore,
appraise, and develop, drive the timing and development of
the approximately 35 tcf of known resources, and the
largest private construction project in North America. 1'll



conclude my remarks today by summarizing what | think are
the key issues.

ConocoPhillips is ready to solve issues with the Alaska
Legislature and the governor. We want to actively work with
you to achieve a framework that promotes the development of
the ANS gas resources and addresses the legitimate
interests of all parties.

The key to advancing the gas pipeline is really to address
the resource issues and providing adequate security to
companies so that they «can make the long-term shipping
commitments, is the critical issue that will result in a
project. We urge you to not lose sight of this fundamental
issue. The project is so difficult that we have to be on
the same team and we have torecognize that compromise,

like in all major decisions in life, isnecessary for all

parties. We have to have focus on doing whatit takes to
get this projr-t moving forward. We can't lose sight - the
costs are going up on the project. The recent announcement
on the MacKenzie Delta project - the <costs increasing
confirms this, and should make us all step back and pause

for a second.

We need to remember tie real prize: the tens of billions of
dollars in new tax and royalty revenues, the countless
jobs, the new economy that will be created with a new gas

exploration and development industry for decades to come.
To achieve this prize the risk must be realistically
addressed and risk and rewards must be balanced. We've had
tiiirty years of an oil economy; we need to .look forward to
a new gas economy. We need to find a creative way to make
it happen. No company will work harder than ConocoPhillips
to make this project a reality. 1'd be happy to try to
answer any of your questions.

(End of Ms. King's verbatim transcript]

SENATOR WAGONER asked for a copy of Ms. King's testimony.
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« TC is North America's largest gas transmission company,
owning approximately 2/3 of the take-away capacity from
Alberta hub to North American markets.

e TC owns 36,500 miles of natural gas transmission pipelines
and provides service to Northeast, Midwest, Pacific NW,
California, Eastern Canada and Western Canadian markets
WCSB markets.

e TC also owns 360 Bcf of natural gas storage capacity.

< One-third of the Alaska Highway Pipeline Project is in the
ground and transporting approximately 3 Bcf/d every day
(Foothills Prebuild, Northern Border and GTN loops).

e TC has strong cash-flows (C$2.4 B in 2006) and growing
financial capacity from its pipeline assets and 7700 MW of
power generation assets (in-service or under development).

« TC has 50 years experience as a builder/owner/operator of
cold-weather North American regulated pipelines.

3 TransCanada March 26/27, 2007 TransCanada



(TransCanada - Proven Basin Developer

Regulatory Structure
« Independent pipeline model
« Rolled-in tolls
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« TransCanada (TC) has been a lead player In the project since
its inception. We have more than $2B and 30 years invested
in bringing Alaskan gas to market.

e TC's subsidiary, Foothills, holds valid and exclusive
certificates issued under the Northern Pipeline Act (NPA) for
Canadian section of the project - these certificates do not
have a sunset or expiry date.

= Foothills is named Canadian Project Sponsor in Canada/U.S.
Treaty.

e« TC has an easement under NPA for entire route in Yukon
recognized in Umbrella Final Agreement between Government
of Canada, Government of Yukon and Yukon First Nations.

< TC holds key land and environmental permits in Alaska.

TransCanada
6 TransCanada March 26/27, 2007



Al

[t'Cjislative/Roguldtoiy Stuutuul romppti'ie
Held, and Canadian Project' Sponsor Selettrd

NEB held competitive hearings, open to all parties
m Selected Foothills as Canadian project sponsor
m Rejected other applications (Arctic Gas)
Canada / U.S. negotiated Treaty for Alaskan gas project

m Canada obtained benefits in exchange for access across
Canada for Alaskan gas

m Foothills named Canadian sponsor in Treaty
Canada enacted Northern Pipeline Act (NPA)
m Enshrined Foothills rights and obligations
m Established single-window regulator, complement to NEB

Foothills granted exclusive rights - only reasonable
interpretation.

m Project expedition not achievable unless exclusive

m No commercial party would invest necessary billions without
exclusivity.

m No expiry or "sunset" date in Foothills certificates.

TransCanada
TransCanada March 26/27, 2007
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Prudhoe Ba
y TransCanada can bring Northern gas to

the liquid Alberta hub (NIT) where it
connects to export pipelines to major

MaCkenZ|e North American markets

Priority to move northern gas to market

Mackenzie Delta

* Spare capacity on existing pipes
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If Allvita Hub (NIT) is the must lining
itural gas market in North Ament a

NIT TRANSACTIONS & PHYSICAL FLOW

70
5 0]
0
40
% — N
C o) Transactions
20 —— Physical
Flows
10
0]

'S, A A A A A A A A A A A A A A

« Alberta liquidity continues to grow
« Transaction statistics suggest that NIT is the most liquid

market in North America

TransCanada
TransCanada March 26/27, 2007 t o



OQur Western Canada Track Record
1990s Miles Constructed

Miles

8/000.0
7/000.0
6,000.0
5.000.0
4.000.0
3.000.0
2.000.0

1.000.0 _
0.0 LN NIRRT .
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O TOTAL MILES OF PIPE (ALL SIZES) MILES OF PIPE NPS 30-48

7,000 mites constructed
¢ On time
10  TransCanada March 26/27, 2007 « Within 0.5% of budgst



Average Daily Throughput (Dth/day)

Operating Costs & Reliability -

Study Participants

TransCanada



Compression Maintenance Comparisons

Relative Cost Per Installed Actual Compression Reliability
Horsepower (% of Study Average) (% )
TC Mainline TC Alberta CBtudy Average

Source: Solomon Associates Natural Gas Transmission System Performance Analysis for Operating Year 2004

12 TransCanada March 26/27, 2007 ((jffy TransCanada



Pipeline Maintenance Coinpal isons

mCMiHe  BlCAwta  rSudyAwny Ol wiCAbt CoudyAnrti

Note: Diameter Inch-Mile FDIM?]is calculated by mult'(g)(ljyin?
each pipe diameter by its length and summing the products

Source: Solomon Associates Natural Gas Transmission System Performance Analysis for Operating Year 2004

13 TransCanada March 26/27,2007 Tr3 Hj



Safety Performance

Most study participants did not
submit contractor information

Frequency
Rate

200000

hours

Recorded Accidents to Lost-Time Accidents to Lost-Time Accidents to
Company Employees Company Employees Contractor Employees

miC Alberta [Btudy Average

TransCanada expects the same high standards of Health, Safety and
Environmental (HSE) performance from its contractors as from its employees

Source: Solomon Associates Natural Gas Transmission System Performance Analysis for Operating Year 2004

TransCanada

14  TransCanada March 26/27, 2007
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t Total Pipeline Length Inspected Annuall!*

% of Total Pipeline Length Inspected
TC Mainline 0 Study Average
Mainline is a similar type of pipeline as the proposed Alaska project
Source: Solomon Associates Natural Gas Transmission System Performance Analysis for Operating Year 2004

N
TransCanada March 26/27, 2007 TransCanada



Thank You

TransCanada
In business to deliver



Alaska Gaslina
Port Authority

Testimony to Senate Resources Committee
March 26, 2007

Comments and recommendations for
Alaska Gasline Inducement Act

Mr. Chairman and Members of the Committee,

My name is Bill Walker and | am General Counsel and Project Manager for the
Alaska Gasline Port Authority. Joining me today is Mr. Paul Fuhs, our
governmental relations representative, and on the telephone is our financial

advisor, Mr. Radoslav Shipkoff, with Greengate, LLC.

As you may know, the Alaska Gasline Port Authority is a Municipal Port Authority
formed in 1999 pursuant to Alaska statute to build or cause to be built an Alaska
gas pipeline. Since its inception, the Port Authority has received an IRS ruling
confirming our tax exempt status and has purchased the exclusive rights to the
Yukon Pacific Corporation s state and federal regulatory permits and

environmental data for this Project.

Additionally, we have, worked with internationally recognized firms such as
Bechtel Corp. Sempra Energy, TOTE, and Mitsui OSK lines to bring together the
ntities that have the experience and the ability to put together a gasline project

that is commercially viable, and brings the greatest benefit to the people of the

state of Alaska. That is our charge....we are an “Alaska benefits" driven project.

As we look at the development of Alaska's North Slope natural gas, our mission
is the same as yours...to maximize benefits of Alaska's gas to the people of the

state of Alaska. We are, as you are, working hard towards ensuring a gas line



project that is the best for all Alaskan's to finally commercialize the vast

resources of gas on the North Slope.

It is from that perspective that we come before you today to discuss (HB 177, or
SB 104) the Alaska Gasline Inducement Act, and to offer our suggestions as to

how it can advance an Alaska North Slope natural gas pipeline.

First, let me describe for the Committee the basics of our Project. We are
proposing to build or c&use to be built an initial 2 to 2.5 bcf/day Project that is
expandable as required by the marketplace. Our pipeline would run parallel to
the existing TAPS line to Valdez where the gas would be liquefied. Ifa Canadian
project applicant requested, and made a commitment for firm transportation, we
would pre build sufficient capacity in the line to Delta Junction for an eventual
Canadian line. An important component of our Project is the supply of 250 to
500 million cubic feet of gas per day to South Central Alaska to satisfy gas

demand requirements in that region.

We have entered into a Memorandum of Understanding with the Alaska Natural
Gas Development Authority to share information that would benefit ANGDA's
efforts towards a spur line from Glennallen to Palmer to bring ANS gas into the

South-Central gas grid.

From our Project, gas will be made available along the route to Fairbanks and to

every community where the need for gas is demonstrated and provision is

feasible.

AG PA views itself as a facilitator of a project, bringing together all the participants
necessary for a successful project - producers, pipeline builders and operators,
LNG terminal builders and operators, LNG ship owners and most importantly the

markets for Alaska's gas. We have been encouraged to hear the producers



promise you that they will sell gas necessary for a gasline. This would allow a

third party to make firm transportation commitments without risk to the producers.

It is from this perspective that the Alaska Gasline Port Authority views the AGIA

legislation and how it can benefit Alaskans.

AGIA APPROACH.

The Port Authority endorses the open and transparent approach of AGIA in
which all applicants have the opportunity to submit a proposal that outlines what
they require in order to begin work on a gasline project, but also specifies what
benefits their project will bring to the state. We do not believe that the state
needs to regress back to the position of attempting to negotiate tax breaks with
leaseholders in an effort to encourage them to move forward on a gasline project
when there are other entities willing and eager to develop the project themselves

without such concessions.

We are pleased that the AGIA would require applicants to address certain criteria
on issues very important to Alaskans, and then to use these criteria to evaluate
proposals. This process ensures that Alaskan interests will be addressed in what

most likely will be the most important project for the future of our state.
And now we will comment on some of the specific requirements in the AGIA:

+ We support the requirement for rolled in rates on expansion tariffs. We
believe that rolled in rates make expansion more likely, and thereby allow
for increased exploration and production of our resources. Greater
exploration and production is what will ultimately drive the growth of our

economy and improve the quality of life for all Alaskans.



+ We also are supportive of the requirement for gas offtake points along the
pipeline that allows for the maximum use of ANS gas by Alaskans. Gas
off take valves are not a prohibitive expense in pipeline construction, and
to provide for opportunities for Alaskans to benefit from a cleaner burning,
more cost effective energy, plus feed stock for additional petrochemical

industries, will truly provide the greater benefit to the people.

« Regarding the $500 million state match, AGPA did not request that this be
included in the bill. However, we believe it is appropriate for the state to
be willing to invest in commercializing ANS gas for the benefit of its
people. In it's current form in the hill, it is not an outright grant, but a
reimbursement match by the state for actual work that is done to move a
project forward. We believe this provision can be helpful in advancing a
project. It also sends a strong message that the State of Alaska is
committed to the development of its gas resources. Unlike the previous
Administration’s proposed contract that provided for in excess of $10

billion in concessions to current North Slope producers, this inducement is

available to all pipeline project applicants.

« Industry representatives have come before you insisting that the state
contract for ‘fiscal certainty”, or guaranteed tax rates on oil and gas before
they will proceed with a gasline project. The Port Authority believes that in
order to protect the interests of the people of Alaska, the state legislature
should retain the authority to make decisions on the rate of taxation. You
should be perfectly clear here that this request is an attempt to go back to

the failed process of the stranded gas act.

While the Port Authority would be willing to submit an application under the AGIA
in it’s current form, we believe the bill can be improved through the legislative

process and make the following suggestions for improvements to this legislation:



. Section 43.90.140(2) (D) ii requires approximately 10 specific areas of
information for an LNG project applicant, however if you are an applicant
for a project through Canada there are little specifics required as to that
route. We would suggest a Canadian line project applicant include (a) a
detailed description of all access and tariffs for downstream elements (b) if
it is a project to Alberta, how does it get from there to the Midwest (tariffs
and terms) (c) where do they intend to offtake the liquids and at what
terms (d) who will own and control the facilities. Basically, the same things
that they are asking from the LNG project should be included for a
Canadian line.

. Applicants requiring an initial offtake from PBU in an amount greater than
that presently allowed by the Alaska Oil and Gas Conservation
Commission (AOGCC) should be required to have already filed an
application with the AOGCC for a determination that the amount of offtake
in excess of the current Rule 9 limit on Prudhoe Bay offtake will be
allowed.

If the applicant's project requires the discovery of additional gas, they
should include a cost estimate and timeline for the additional gas
exploration.

. The applicant should be required to provide an analysis of how their
project would affect oil loss and ultimate oil recovery of a field.

. An additional criterion should be added which would identify if the
applicant is making gas liquids available within Alaska for value added
processing.

. Timeliness of project construction should be given a high priority in the
evaluation. Alaskans need access to our gas now. Previous net present

value analyses have shown that an earlier project brings substantial value

to the state.



MANAGING RISK

Throughout the testimony on AGIA so far, much of the discussion has centered
around risk associated with a gas line through Canada. The project is described
as being so big and unprecedented, it is so expensive, costs have doubled for
steel, labor rates have gone up, there is potential volatility in the market, there
are insufficient known reserves for a project the size of the proposed Alcan

highway project, there is the possibility of cost overruns.
AGPA shares these concerns and offers the following comments:

The most important decision will be in choosing the right sized project - a project
that is actually doable within a reasonable time frame that can deliver gas to

Alaskans, and that carries the lowest risk of failure.

Some have concluded that a larger project is obviously better. However, if an
applicant were to propose a project of 8 to 12 bcf/day, would those same people

support that project, assuming it was better, or would the size of the project raise

serious questions?

A massively expensive 3600 mile pipeline with rapidly escalating costs through a
foreign country requires 4.3 to 6.0 bcf/day to be remotely feasible. However, a
project of this size contains certain inherent risks. First, it requires the full
participation of every producer on the North Slope. The testimony given and the
history of negotiations in the past administration shows clearly that there are

different levels of commitment and urgency among the companies involved.

When one company can hold out for maximum leverage against the state and
the other participants, everyone is in a compromised negotiating position.

Furthermore, such a project requires immediate commencement of significant



exploration activities, as the gas reserves required to supply such proposed

volumes exceed what is currently discovered on the North Slope.

An initial 2bcf/day project as proposed by the Port Authority can be done with the
state’s gas, one or two of the majors, and a group of independent explorers and
producers. The project can be expanded later through additional LNG trains
when new reserves are identified and produced, or through the implementation of

a tie in at Delta Junction for a Canadian Highway line.

The major factor in cost increases of the Canadian gasline is the uncertainty
surrounding the capital cost of the pipeline, including the cost of steel. In this
regard the much shorter pipeline length of an All Alaskan project is a distinct
advantage as a smaller fraction of overall project cost will be subject to the high
cost overrun risk associated with the pipeline. By comparison, the costs of
liquefaction facilities and LNG tankers will be subject to a substantially smaller
degree of uncertainty. For example, BGT, an LNG shipping company with whom
we have a memorandum of understanding, has 8 US built LNG tankers that are
already in existence that will be available to transport LNG from our project. The

ships are already built, thereby avoiding any risk of unknown construction costs

associated with the shipping.

The Port Authority’s view of how our project will come together also mitigates
financing and cost overrun risk. Our view is that we will facilitate a consortium of
producers, pipeline builders, LNG terminal builders and operators, tanker owners
and operators and end market buyers to secure financing for the project. These
elements can be committed and financed by the companies specializing in these
areas, thereby reducing the risk to the overall project. You have heard testimony
from many of these potential participants and | think you would have to agree

that they all uring important contributions to a project.



A Canadian highway pipeline project also carries the risk of legal and regulatory
uncertainty based on competing claims of permits and licenses, unresolved First

Nations claims, new environmental permitting requirements, etc.

By comparison, the Port Authority already holds the right of way and many of the senior
environmental and regulatory permits for its project, giving a timing advantage over a project
that would have to start from scratch. This also includes a right of way agreement with the
Ahtna Corporation, the only private land owner on the route. The Port Authority project is in
the congressionally designated corridor for gaslines and does not require extensive

negotiations with thousands of land owners in its route.

An LNG project must address the risk of available receiving terminals and end
markets on the West Coast and must also identify total transportation costs. We

recognize these challenges and will address them in detail when we present our

project.

AGIA clearly requires that an applicant address cost overrun and potential delay
factors in its application. The open and transparent nature of AGIA ensures that

you will have full access to this information, so that you can judge this for your

selves.

Without question, we feel that an All Alaskan project will carry a much lower risk
profile than a much larger Canadian project, may be more practical in terms of
feasibility, and may be able to move ahead in a more timely fashion that will

deliver gas to Alaskans.

The risk profile of greatest concern to all of us should be the risk to Alaska's
future if Alaska gas misses the market window in the lower 48. Almost all project
risks can be mitigated. However, if Alaska's gas misses this market opportunity,

it will be Alaska alone that suffers the consequences.



We ask that you keep an open mind and allow the AGIA process to move
forward so that all these issues can be addressed in an open, comparative

process.

Thank you for your time and we would be happy to answer any questions you

may have.
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AGENDA

SB 104- Natural Gas Pipeline Project
“An Act relating to the Alaska Gasline Inducement Act; establishing the Alaska Gasline

Inducement Act matching contribution fund; providing for an Alaska Gasline Inducement
Act coordinator; making conforming amendments; and providing for an effective date."

3:00 - 6:00
Presentation

Enbridee Inc.

Ron Brintnell —Director, Gas Development

Darren T. Cleveland —Manager, Gas Development






—  Liquids Transportation
rmmGas Transmission
> Gas Distribution

4  Wind farms/developments
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Colombia

Interest in 50,000 miles of pipelines

Own and operate world’s longest liquid
petroleum pipeline

Deliver 70% of WCSB crude oil
production

Deliver half of deep water Gulf of Mexico
natural gas production

Canada’s largest natural gas local
distribution company

Employ 4,900 people

One of the Global 100 Most Sustainable
Corporations In the World 2



$15 billion over the

next 10 years
Development
i UIMI

Unmatched recent

experience managing

labor, construction,

procurement,

environment

regulatory and cost-

control challenges ams
afctatpas aims

Today's development
environment is

substantially different

than 10 years ago

Alliance Pipeline

Technical and
commercial similarities



ProceSSRequires S ta te P ro d u ce r a

- No producers No pipeline
e Timing is Key - market degredation/capital competition

e Focus on whatis essential vs. what is desirable
Producers'goals / motivations

North American supply /demand fundamentals make timing
critical

- The FERC Regulatory process iswell defined and will work



AGIA introduced as a catalystto expedite the construction

of a natural gas pipeline

Applaud the new Adm inistration’s high priority given to moving the
pipeline development forward

AGIA process will likely not produce the desired results

because:

- AGIA focus ison the pipeline and not Producer alignment

Project is too risky to move forward without Producercommitment

' En,ond e Will not I[%arpm ate mAGIAhor an éherm llar Process
unless eare part 0 onsortlum at Includes pro uce commitment

AGIA adds unnecessary regulatory layer

FERC process well defined and effective



opment through:

- Alignment
Financial resources

Previous experience

Most importantly they will bear lion’s share of



£ ]

ZJgjM naj
Binding shippercommitment is required priorto spending significant §'s
on regulatory applications

Na%tq lcjci)rrganercially prudent to assume producers will show, or that gas can be

Risk too high even with government cost sharing
Even binding shipper/pipeline agreements will have conditions
Including:

An acceptable FERC Certificate

Acceptable Financing

Shipper resolution of Alaska state taxation 1SSues

Defined project milestones / timing

An unconditional commitment to proceed will not happen
Regulatory certificates may have conditions making project uneconomic
Events between application and certificate could make project uneconomic



FERC and NEB (Canadian) applications
require;

- Detailed project cost evaluation
- Project management plan
- Environmental assessm ent

- Stakeholder engagement

- Finalization of tariff structure (Cost of Service /

Incentives)

Environmental assessm ent



Enbridge believes:

*

AGIA does not resolve producerfiscal (tax) concerns

Producers unlikely to commit to pipeline brought forward by
company under AGIA unless and until fiscal issues resolved

Producersupportisrequired and achievable without AGIA
Government financial assistance notessential

Governmentcan achieve key goals without adding to regulatory
process

An unconditional commitmentto proceed with project is notachievable
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AGENDA

SB 104 - Natural Gas Pipeline Project
‘An Act relating to the Alaska Gasline Inducement Act; establishing the Alaska Gasline

Inducement Act matching contribution fund; providing for an Alaska Gasline Inducement
Act coordinator; making conforming amendments; and providing for an effective date.”

5:00- 6:30
Presentation

Kem River Transmission Co, subsidiary of Mid American Energy Holding Co.

Kirk Morgan, President
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Kem River Gas Transmission Company

Overview

The Kern River pipeline system transports natural gas
for delivery into Utah, Nevada and California.
Extending from the gas-producing fields in Wyoming
to Bakersfield, Calif Cern River delivers more than
1.7 billion cubic feet of natural gas per day to
customer along the pipeline system.

Kern River is o subsidiary of MidAmerican Energy
Holdings Company.
Design Capacity

Kern River has a design capacity of 1.7 billion cubic
feet per day - enough to serve more than 10 million
typical residential natural gas customers per day.

Pipeline Length and Size

The Kern River pipeline system totals 1,680 miles, of which more than 1,300 miles are 36-inch diameter
steel pipe. By state, 154 miles are located in Wyoming, 712 miles in Utah, 276 miles in Nevada and
538 miles in California.

Compressor Stations

The Kern River system has 11 compressor stations - four in Wyoming, four in Utah, two in Nevada and
one in California. Total system compression is approximately 286,000 horsepower.

2006 Revenues

S$325.2 million

History

* February 1992 - Original pipeline system placed in
service

e July 2001 - California Action Project placed in service
* Moy 2002 - 2002 Expansion Project placed in service
* August 2002 - High Desert lateral and meter station

placed in service
» December 2002 - Bighorn lateral and meter station

placed in service
 May 2003 - 2003 Expansion Project placed in service

Officers

Kirk T. Morgan, President

Micheal G. Dunn, Vice President, Operations, IT and
Engineering

John T. Dushinske, Vice President, Marketing and
Regulatory Affairs

Richard N. Staple' Jr., Vice President and General Counsel

Offices

Headquarters
e Salt Lake City

District Offices

« Evonston, Wyo.
e Fillmore, Utah
* Las Vegas

AMQIMONINIRQY MIGMCE GVAANK
February 2007
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Fact Sheet

Operating Revenues:

Total Aasat*:

Cuatomars (total gas and alactric):

Electric:

Natural Gas:

Total Generation Capacity:

Total Electricity Distributed (2006):

Total Natural Gas Supplied (2006):

Electricity Transmission and
Distribution Lines:

Natural Gas Transmission and
Distribution Pipelines:

Natural Gas Transmission
Pipeline Design Capacity:

Total Employs

* Owned, contracted and In operation,
construction and advanced development

Senior Management:
David L. Sokol:
Gregory E. Abel:
Patrick 3. Goodman:
Douglas L. Anderson:
Keith D. Hartje:

Maureen E. Sammon:

Primary Subsidiaries:

MidAmerican Energy:
PacifiCorp:

CE Electric UK:
CalEnergy Generation:

Kem River Gas Transmission:
Northern Natural Gas:

HomeServices of America, Inc.:

hup://www.midamerican.com/html/print_aboutus.asp?id=2

$10.3 billion
$36.4 billion
6.9 million

6.2 million

696,000
Approx.
Approx.
Approx.

20,500* megawatts
121 billion kilowatt-hours
1.81 billion dekatherms

Approx. 158,400 miles

Approx. 40,000 miles

Approx. 6.7 billion cubic feet per day In service

Approx. 17,800

Chairman and Chief Executive Officer

President and Chief Operating Officer

Senior Vice President and Chief Financial Officer

Senior Vice President, General Counsel and Corporate Secretary
Senior Vice President, Communications, General Services and Safety
Audit and Compliance

Senior Vice President, Human Resources, Information Technology
and Insurance

MidAmerican Energy Company
InterCoast Capital Company
Midwest Capital Group

PadflCorp Energy
Pacific Power
Rocky Mountain Power

Northern Electric Distribution
Integrated Utility Services
Yorkshire Electricity Distribution
CalEnergy Gas (U.K.) Ltd.

CE Generation LLC (50 percent Interest)
CE International Investments, Inc.

CE Electric (NY) Inc.

CalEnergy Pacific Holding Corp.

Design capacity: More than 1.7 Bcf/d

Design capacity: 4.9 Bcf/d

Carol Jones REALTORS
CBSHOME Real Estate

3/28/2007
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Champion Realty
Edina Realty Home Services

EssHnger-Wooten-Maxwell REALTORS
First Realty/GMAC

Harry Norman, REALTORS > L

HOME Real Estate

Huff Realty .

lowa Realty Alajol

Jenny Pruitt and Associates REALTORS

Long Realty . N
. . . . ittt Wji;

Prudential California Realty "Oh u

Prudential Carolines Realty Llscll * 3
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CSFOR SENATE BILL NO. 104(RES)
INTHE LEGISLATURE OP THE STATE OF ALASKA
TWENTY-HFTH LEGISLATURE - FIRST SESSION

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsors): SENATE RULES COMMITTEE BY REQUEST OFTHE GOVERNOR

ABILL
FOR ANACTENTITLED
1 [ "An Act relating to the Alaska Gasline Inducement Act; establishing the Alaska Gasline
Inducement Act metching contribution fund; providing for an Alaska Gasline
3 Inducement Act coordinator; making conforming amendments; and providing for an

4 effective date."
5 | BEIT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43 is aenced by adding a new chapter to readt
| Chapter 90. Alaska Gasline Inducement Act
Article 1. Inducement to Construction of a Natural Gas Pipeline in this State.
Sec. 4390.010. Purpose. The purpose of this crapter IS to encourage
expeciited construction of anatural ges pipeline thet
(1) facilitates commercialization of North Slope ges resources in the

|
| (2) promotes exploration and cevelopment of oil and ges resources o
1 theNorth Slope intre State

State;

1

I~

- CSSB104(RES)
New Text Underlined (DELETED TEXT BRACKETED]



E\lmﬁh@lﬁﬁgom\l@mbw

O O RN B RO R D RO RO

(3) maximizes benefits to the people of this state of cevelopment of oll
and gps resources in this state: and

(4) encourages state oil and gas lessees and other persons to commt
neturd ggs from the North Slope of this state to a ges pipeline system for
fransportation to markets in this state or elsawhere,

Article 2. Alaska Gasline Incucement Act License.
Sec. 43.90.100. Gas project (a) The commissioners may anard an Alaska

Gasline Inducement Act license & proviced in this chapter. The person awerced a
license Uncke this chapter is entitled to the induoerment set out in AS 43 90.110.

(0) Nothi ig in this section precluces a person's pursuing a ges pipeline

Ingependiently from this chapte
Sec. 4390.110. Natural ges pipeline project construction Inducement

Suloject to thelimitations of this chaptey, a licence Issued uncer this chapter entitles the
licensee or its designated affiliate to recenve

(1) state retching contributions in-an amount ot to- exceed

$500,000,00, paic! in total to the licensee over a five-year peviod the payment period
ey be extenced by the commissioners uncer an aendiment or modification of te
project plan uncer AS 13.90.220); the peyent period comences on the cete of te
Issuance of the license; payments under this peragyaph shall e mece aocording to the

following

(A) onor hefore the close of the first binding open season, the
sate shall match the licensee's qualified expenditures & the level specified in
tre license; however, the state's contribution may not be more then 50 peroent
of the qualified expenaitLres incurred before the close of the first binging open
SES0N

(B) after he close of the first bincing open season, tre state
shall match the licensee’s qualified expencitures at a level specified in the
license; however, the state's matching contribution may not be greater tren &0
percent of the qua|| ledl expencitLres incurred after the close of the first

binging open season
C) quall led expencitures are costs thet are incurred aftey the

CSSB 104(RES)
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license Is IssUiedl undeer this chapter by the licensee or the licensee's cesignated

affiliate, andl are directly andl reasonably related to obtaining a certificate of

public convenience and necessity from the Feceral Energy Regulatory

Cormission or the Regulatory Commission of Alaska, & gppropriate, for

cevelopment of the project; in this Suloperagraph, "ouialified expenditures” coes

not incluck overheadl oosts, litigation costs, assets; or work procict [receting
the issuance of the license, or civil or criminal penatties or fines; and
(2) the benefit of an Alaska Gasline Inclicement Act coordinator who
hes the authority prescribedin AS43.90.400,

Sec. 43.90.120. Aanconment of project, (a) If the commissioners and te
licensee agree thet the project IS uneconomic and should be abandoned, inclicement
proviced for in AS 43.90.110 terminetes, and, except for requirements imposed on the
licensee under (d) of this section and AS43.90.230, the state and the licensee no
longer have: any obligations unde this chiapter with respect to the licerse

(b) If the commissioners or the lioensee independenty detemines thet the
project i uneconomic and should be abancioned, but the other party does not ayes
the disagreement shall e settied by aritration aciministered by the Aerican
Arbitration Association uncr its Commercial Arbitration Rules, andjudgment on tre
anard rencered by the arbitrators may be entered in any court having jurisdliction
thereof. In the event of arbitration, each party shall select an artitrator, and the two
arbitrators shall appoint athird arbitrator from the Aerican Arbitration Association's
National Roster who shall serve as the chair of the three-mermoer arbitration pangl. If
the arbitration panel cetermmines thet the project is

(1) uneconomic and should be abandoned, the state and the licensee no
longer have any obligations uncer this chapter wiih respect to the license, excent for
requirements inposed on the licensee under (cl) of this section and AS 43.90.230)

(2) not uneconomic and should ot e abandoned, the project may not
e abandoned, and the onligations of the licensee and the state continue & [roviced
unceer this chapter and thelicense

(c) If the State mekes a payment to the licensee under AS43.90.540, the
license s consicered abanconed, and the state andl the licensee no longer have any

-3- CSSB 104(RES)
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obligations under this chapter with respect to the license, except that the licensee must
comply with the
(1) requirements imposed on the licensee under AS4390.23)
regardling state money received by the licensee before the license wes consickred
abandoned

(2) requirerments of AS 43,90.540.

d) If the licensee and the state agyee o if  licensee prevalls in an arhitration
In establishing thet the project is uneconomic and should be abanconed, the licensee
shall assign to the state or the Sate's designe: all project cata, engineeYing cesigns,
contracts, and pemts refated to the project that are acoired by the licensee clring the
termof the license upon reimoursement by the state to the licensee of the lioersee's ret
0SS,

Sc. 4390130, Request for applications for the license, (@) The
commissioners shall commence a ublic prooess to reguest applications for a license
Undeer this chepter within three months after the effective cate of this cngte

() The commissioners may Use Ingependent contractors to assist in
developing the provisions for the gpplication for a license and in evaluating
aoplications receivedl uncer this chaptey.

(c) The provisions of AS 36.30 do not apply to requests for gpplications Lnder
this chapter, bt the commssioners snall adopt requlations that provice protest and

procecures refating to the solicitation of applications and avard of a license
tret are substantially similar to the procectres in AS 36.30.550 - 36.30.699.

Sec. 43.90.140. Anplication requirements, An application for a license must

be consistent with the tens of the request for applications under AS 43.90.130 and

must

(1) e filed by the deadline established by the commissioners in the
reguest for applications,

(2) provice a detaileal desoription of & proposed natural ges pipeline
project for transporting natural ges from the North Slope of this state to merket

Inclucling
(A) theroute proposed for the natural ges pipeline:
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(B) receipt andlcelivery points and the size and design capecity
of the proposed natural ges pipefine at the proposeclreceipt and delivery points,
except thet this information IS not recuired for in-stue celivery points

(C) an andysis denmstratlrg te proect’s economic and
tecnical viability & required in the recuest for applications;

D) meconomcallyardtechnlcalyvlable work plan, timeline,
and assooiated bucget for developing the proposed project, indluding how the
applicant. wil - perform field work, environmental studes, design, ard
enginering, and how the gpplicant will comply with all applicable state,
federal, and Intemational regulatory requirements thet affect the proposed
project; the work plan must ackess the following

(1) 1f the proposed project Involves a pipeline into or
through Canac, a escription in cetall of the gpplicant’s plan to ootain
necessary rights-of-way and alithorizations in Canad; a description of
the transportation services to ke provided and a description of rate-
meking methodologies the applicant will propose to the regulatory
a0encies; andl anestimate of rates and charges for all services;

() if te poposed progct involves marine
fransportation of liouefied natural ges, a description of the: pipeline
route, System and capecity to fring North Slope ggs to ticewatey,
Inclucing a cescription of transportation Services to be proviced and a
description of proposed rate-making methodologies; an estiete of
rates and crerges for all sevices by third perties; a detailed description
of all access and tariff temvs the applicant would propose for
liouefaction services or, if third parties would perform liquefaction
services, identify the third parties and the tenvs they would offer, a
complete description of the proposed ownership, control, and oost of
liquefied natural gps tankers, the management of shipping sevices,
liouefied natural ges export, cestination, re-gesification facilities, and
pipeline facilities neeced for transport to merket destinations, and the
entity or entities that wouldl be required to ootain necessary export

-5- CSSB 104(RES)
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permits or a certificate of public convenience and necessity from the
Feceral Energy Regulatory Commission for the transportation of
liouefied natural ges in Interstate commerce If United States merkets
are proposedt, and all rights-of-way or authorizations reguired from a
foreign country;
(3) commit tht if the proposed project is within thejurisdiiction of the
Feckeral Energy Regulatory Conmssion, the applicant will
(A) condlucke, by a cite certain thet is not later then 36 months
alter the cate the license Is issued, a binding open season that is consistent with
the requirenents of Subpart B of 18 C.F.R. Part 157 (Qpen Seasons for Alaska
Natural Gas Transportation Projects) and 18 CF.R. 157.3) mb7.39;

B) apply for Federal Energy Reguiatory Commission approval
to use the pre-filing proceckres set out in 18 CF.R. 157.21 by a cite certain,
and use those procecures before filing an application for a certificate of public
convenience and necessity; and

(C) apply for a Feoeral Energy Requiatory Commission
certificate of public convenience and necessity to alithorize the construction
and operation of the: proposed project described In this section by a cte
certain,

(4) commit thet if the proposed project is within thejurisdiction of the
Regulatory Commission of Alaska, the applicant will

(A) concluck, by a chte certain that is not later than 36 montrs
alter the cite the license IS issued, a binding open season thet is consistent with
the requirements of AS42.06; and

(B) apply for a certificate of public convenience and necessity
to authonize the construction andl aperation of the proposed project by a cete
certain

(9) commit e after the first bincing open season, the applicant wll
2555 the merket dermand for aclitional pipeline capacity at least every two years
through public nonbincing solcitations or similar means

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

CSSB104(RES) -6-
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Increments and on commercially reasonable tams thet encourage exploration and
dlevelopment of gps resouroes in this state: in this paragyaph,

(A) "commercially reasonable temrs" means thet, subject totre
provisions of (7)(A) of this section, revenue from transportation contracts
oovers the cost of the expansion, Indlucing Increased fuel oosts and a
reasonable refum on capital as authorized by the Feceral Energy Requiatory
Commission or the Regulatory Commission of Alaska, as applicable, and there
IS no Inpaiment of the proposed project's ability to recover the costs of
existing facilities;

(B) "reasonable engineering increrents” mears the arount of
additional capecity thet could be added by compression or a pipe: ackition
USINg a compressor size or pipe size, as applicabe, et is substantialy simlar
to the original compressor size and pipe Size;

(7) commit that the applicant

A) will propose and Support recovery of mainline capecity

expansion oosts from all mainline system users through rollechin rates if the
recovery of all expansion osts through rollecin rates would increase existing
Shippers' rates by not more then 15 percert of the initial meximum recourse
rates from the North Slope to the proposed project's cownstream temncs; if
rollecHin expansion costs would increase existing shippers' rates from the
North Slope to the project’s ownstream terminus by more than 15 percert, the
applicant will propose and support the partial roll-ir of mainline expansion
costs from all meinline system Lsers to the extent tet existing Shippers' rates
would not be increased by more than 15 percent of the initial maximum
fecourse rates from the North SIope 0 the proposed project’s downstream
terminus; in this Suloperagraph, “initial maximum recourse rates” means the
highest cost-besed rates for any specific transportation sevice set by the
Feceral Energy Reguiatory Commission, the Requlatory Conmission of
Alaska, or the Netional Energy Board of Canac, as appropriate, at the tine of
the initial regulatory approval of the proposed project

(B) ey propose any combination of incremental or rolleckin

CSSB 104(RES)
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rates for recovery of costs of mainline capacity expansion thet exceeds the 15
percent level cescribed in (A) of this peragyaph;

agyees ot to enter into neqotiated rate agreements thet

©)

would precluce the applicart from collecting from any shippey, induding
shippers with negtiated rate agreements, the rolleckin rates thet are reguired to
be proposed and stpported by the applicant under (A) of this paragyaph; in this
Subparagyaph, "negotiated rate agyeements’ means transportation: service
agyeenments that are Subject to rates thet vary from the otherwise applicable
cost-hesed rates, or recourse rates, set out in ages pipeline’s tariff aporoved by
the Feceral Energy Regulatory Commission, the Regulatory Commission of
Alaska, or the National Energy Board of Caneck, & appropriate;

() state how the applicart proposes to deal with a North Sope ¢gs
treatrment plart, regarcless of whether that plant is part of the applicant’s proposdl, ad
0 the extent thet that plant will be owned entirely or in part by the applicant, commit
0 seek certificate authority from the Feceral Energy Regulatory Conmission if the
proposed project s engeoed In interstate commexce, or from the Regulatory
Commission of Alaska if the project is not engeged in inerstate commerce, for a
North Slope ges treatrment plant thet wall be owned entirely or in part by the applicant
and, for rate-making purposes, commit to value previously used assets thet are part of
the gps treatment plant at net ook value; desorbe the gps treatment plant, inducing
ItS clesign, engineering, construction, ownership, andl plan of operation; the identity of
any third party thet wall participate in the ownership or aperation of the ges treatiment
plant; and the mears by which the applicart will work to minimize the effect of the
costs of the facility on the tariff;

(9) propose a percentage and total dollar amount to be specified in the
license, thet will cefine the level of the state's matching contribution: Under
AS4390.110(1) and (2);

(10) commit that the applicant wall propose and support rates for the
proposed project and for any North Slope ges treatiment plant thet the applicant may
own, in whole or in part, that are besed on a capital structure for rate-meking thet
consists of not less than 70 peroent cett

CSSB 104(RES)
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OVeITunS inoostso the proposed project, If any, andthemwestmtﬂmqjmnt
roposes to mtigate the effects of any overruns,

(12) commit to provice for a minimum of five celivery points of
ratural ggs in this state

(13) commit to offer firm transportation service to delivery points in
this Site & part of the tariff regarcless of whether any shippers bid successfully in a
bincling apen season for firm transportation service to delivery points in this state, and
commit to offer cistance-sensitive rates to delivery points in this state consistent with
BCFR 157.. )(8);

114 conmit to estabiish a local headcuarters in this state for the
proposed project, S _

(15) commit to hire qualified resicents from throughout this state for
ITBNageNeNt, engineering, construction, operations, maintenance, and other positions
on the proposed project and to contract with businesses located in this State to the
extent permtted by law;

(16) commit to negpotiate, before construction, a project labor
agyearment, to ensure expeditedl construction and fabor staility for the project by
qualifiedl resicents of the state:

(L7) commit thet the statie matching contribution received by alicensee
may not be indluckd in the applicant’s rate bese, and shal e used & a creqit against
lioensee's cost of service; and

(18) otherwise demorstrate that the applicart is reacy and able to
perform the activities specifiedl in the gpplication, incluciing the: detailedl waric plan,
timeline, and assooiated budget

Sec. 43.90.150. Initial application review; aaditional information reuests;
conplete applications, (@) The commissioners shall review each application
submtted uncer AS 43.90.130 to cetermmine Whether it is consistent with the tems of
the request for applications and meets the requirements of AS4390.140. The
commissioners shall reject any application thet does not meet those temrs and

[eguireents,

-9- CSSB 104(RES)
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(0) To evaluate an application not rejected under (a) of this section, the
commissioners may reguest from an applicant additional informetion refating to the
aoplication.

(c) If, within the time specified by the conmssioners, an applicant fails to
provicke the aditional information requested under () of this section, or Sumits
ackditional information thet IS not responsive, the application wall ke reiected,

(d) For an application not rejectedl unckr (a) or (C) of this s o the
commissioners shall meke a cetermination thet the application, indluding any
reguested additional inforrmation, is complete,

Sec. 43.90.160. Proprietary information and trade secrets, () At the
request of the applicant, information submitted unger this chapter tht the goplicant
Identifies andl clemonstrates s proprietary or is a trade seoret is confidential and not
subject to public disclosure Unoer AS 40.25, unless the gpplicant is granted a license
under his chapter. After alicense is anarced, all information Sulomittedl by the licensee
shall be mack public.

(0) If the commissioners cetermine thet the informetion Sulomitted by the
aoplicant is ot proprietary or a trade secret, the conmissioners shall notify the
aoplicant and retum the informetion on request of the applicant

(c) An gpoplicant that challenges the award of a license or the process for
meking the awerd shall be consickered to have consented to the disclosure of all the
Information submitted uncer this chapter by the applicant meking the: challengg
Incluciing information held cortficential uncer () of this section.

(o) Inthis section, “proprietary” means thet the information IS treated by the
applicant as confickential andl the public disclosre of that informetion wouldl acversely
affect the competitive position of the applicant or materially diminish the comercial
value of the information to the applicant

Sec. 43.90.170. Anplication evaluation and ranking, (a) The conmissioners
shall evaluate all applications cetermined to be complete unger AS 43.90.150 andrank
each application accoraling to the net present value of the anticipated cash flow to tre
state from the gpplicant's project proposal using the factors in () of this section and
weighted by the proect’s likelihood of SUocess based on the commissioners'

H CSSB 104(RES) 10
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assessment of the factors listedlin (c) of this section.
(0) WWhen evaluating the net present value of anticipeted cash flow to the state

from the applicant's project proposal, the commissioners shall consier

(1) how quickly the applicant proposes to begin construction of the
proposed project and howauickly the project will conmence commercial operation

2) the wellhead value of the ges cietermmined by the destination merket
value of the gps and estirated transportation costs;

(3) the ahility of the applicant to prevent or redlice project cost
overruns tht would ingresse the tariff,

(4) tre initial desion capacity of the pplicant’s project and the extert
0 which the 0esign can accommodate low-cost expansion;

(5) the amount of the metching contribution by the tate Unger |
AS 43.90.110(1)(B) proposed by the applicant under AS43.90.140(9); and

(6) other factors found by the commissioners to ke relevant to the
evaluation of the net presert value of the articipeted cash flow to the tate

©) WWhen evaluating the project’s likelihood of SUiooess, the commissioners

shall consicer

(1) the reasonableness, specificity, and feasibility of the gpplicart's
work plan, timeline, and bucget required to ke suomitted under AS43.90.140,
Including the applicant's plan to manage cost overruns, Inslate shippers from the
effect of cost overruns, and encourage shippers to participate in the first bingiing open

SeAs0N
(2) thefinancial resources of the applicant
(3) the ability of the applicant to comply with the proposed
performance scheclle

(4) the applicant’s organization, experience, accounting and operationa
controls, technical skills or the ability to obtain themy necessary ecuipment or the
ahility to ootain the necessary equipment;

(5) the goplicant’s record of

(A) performance on projects not licensed nder this chaptey;
(B) integyity and goodl business ethics; and

11 CSSB 104(RES)
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(6) other evicence and factors found by the commissioners to ke

relevant to the evaluation of the project’s likelihood of Suooess.
In this section, "net present value" means the discourted value of a fuiLre
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streamof cash flow:
Sec. 43.90.180. Notice, review; and comment, (a) The commissioners Sl

pubdlish notice and provide a 60-cay period for public review and comment on al
aplications cetermined complete under AS 43.90.150.

(0) Apnlications received unger this chapter are not public recoras and are ot

subject to public disclosure unger AS40.25 wntil the commssioners publisn notice
Uncer this Section. However, information thet the comissioners have cetemned is
corficential uncer AS43.90.160 may ot be mede pubdlic even after the natice is
published under (a) of this section, except as otherwise provided by AS 4390.160. If
Information is held confickential under this sulsection, the applicant shall provice a
summary that I satisfactory to the commissioners, and the commissioners srall meke
the summary of the information available to the public
Sec. 43.90.190. Notice to the legislature of intent to issue license; denial of
license, (a) If, after evaluation of conplete applications under AS43.90.170 ad
consiceration of public comments received unoer AS43.90.180, the commissioners
Oetermine that an application would sufficiently meximize the benefits to the people of
this state and ments issuance of a license under this chaptey, the commissioners srall
(1) IssUe acletermination, with written findings adciessing the besis for
the cetermination; the determination becores afinal agency action in accorcance with

AS 43.90.200:

2) publish notice of Intent to Issue a license ungeer this chapter with
written finclings accessing the basis for the cetermination; and

(3) forward the notice uncer (2) of this subsection, dong with the
findings, supporting docurmentation, and detemination under (L) of this sUisection, o
the legisiature for action as proviced in AS 43.90.200.

(b) If, after evaluation of complete applications under AS4390.170, the

commissioners determine thet no application sufficiently maximizes the benefits to the
people of this stte and mevits issuance of a license under this crapler, the

CSSB 104(RES) -12-
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commissioners shall Isse @ witten fincling thet acdresses the besis for thet
Oktermintion

(c The commissioners' determination uncer () of this section is a find
% action for purposes of appeal to the court under the Alaska Rules of Appellate
Proceaure.

Sec. 43.90.200. Legisiative approval; issuance of license, (a) After receiving
a cetermination from the conmssioners uncer AS43.90.190, the House: standing
committee and the Sente standing committee having juriscliction over netural
resources shal introcuce ajoint resolution in their respective charmoers that provices
for the approval of the license proposed to be issued by the commissioners

(0) If aresolution approving the issuance of the license is approved by both
houses of the legisiature, the commissioners mey isse the license & soon &
practicable after the passage of the resolution. The issuance of the license approved by
tre legislature is a final administrative action on the cete the license is issued for
purposes of appeal to the Superior court

(c) I aresolution approving the issuance of the license coes not pess both
houses of the legislature, the conmissioners mey request new pplications for a
license uncer AS 43.90.130.

Sec. 43.90.210. Certification by requlatory authority and project sanction,
(@) Alicensee that is awarced a certificate of public convenience and necessity for the
project by the Feckral Energy Regulatory Commission if the project is engaged in
Interstate commerce, or the Regulatory Conmission of Alaska if the project is not
engaged In interstate commerce, shall acoept the certificate when all rights of appeal
relating to the certificate have expired,

(0) If the licensee has credit support sufficient to finance construction of the
project through ownership of rights to procuce and merket ggs resources, firm
fransportation commitients, or goverment financing, the licensee shall sanction the
project within one year after the effective cete of the certificate of public convenience
and necessity issued by the Feoeral Energy Regulatory Commission or the Regulatory
Commission of Alaska, & applicadle.

(c) If the licensee coes not have credlit support sufficient o finance
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constr 'Ctio.i of the project through ownership of rights to prodir and market ga
resources, firm transportation conmtments, or govemment £ ig, the licars.
snall sanction the project within five years after the effective cfe of the certificate of
public convenience and necessity issed by the Federdl Energy  Requiatory
Commission or the Regulatory Commission of Alaska, & applicatle

() 1f the licensee fails to sanction the project timely as required uncer this
section, the licensee shall, upon request by the state,

(1) seek approval from the Feceral Energy Regulatory Commission or
Regulatory Commission of Alaske, & appropriate, to abandon and transfer tre
certificate to the state o the state's cesignee; and

(2) assign to the state’s cesignee all project chta, engineering cesigrs,
c%rngfacts, and permits aoquired by the licensee as of the cate of the abandonment or
franey.

(e) The transfer of any certificate or meterial as a restit of failure to comply
with () or () of this section is & no cost to the Sate or the state's cesignee. A transfey
under (c) of this Section is & the licensee’s net cost

(f) For purposes of this section, the effective cate of the certificate of pubic
convenience and necessity Issued by the Feckra Energy Regulatory Commission or
the Regulatory Commission of Alaska Is the cate when all rights of appeal refating to
the certificate have expired

Sec. 43.90.220. Amendiment of or modification to the project plan. Subject
to the approval of the commissioners, a licensee rmay aendl or modlify Its project plan
If the amendiments or moclifications are necessary — aresult of changed aircustances
outsice the licensee's control and not reasonably foreseeable before ihe license wies
Issedl An amendivent or modification approved under this section must be consistent
With fue reqUireﬂEntS 0f AS43.90.140 a0 Tay not diminish the value to the state of
the project or the project's likelihood of suooess

Sec. 43.90.230. Records, reports, condiitions, and audiit requirements, (a) A
licensee shall maintain conplete and accurate records of all expenitures and
commitments of State money received uncer this crapter, Induding receipts and
recoros showing the paymet or cost of purchased terTs and services, the names and
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acresses of the sellers and servioe providers, and the cates of service or celivery.

(b) Upon reasonetle notice, the commissioners ey acit the records, books
and files of the entity receiving the State money or meking the expenditures and
commitments of rmreyrecelved from the state unde this cheptey.

() The commissioners ey o the following with respect to informetion
relating to the project: conguct hearings or other investiggtive ingiries; compe! the
attendance of witnesses andl production of docuents; and require the lioensee to
fumish information in paper copy or electronic formet

() After alicense hes been issued and until commencenvent of comercia
operations of anetLral ges pipeline, the licensee shall allow the commissioners to have
a representative present at all meetings of the licensee's governing body and equity
holcers tht relate to the project, to receive all relevant notices and infortion sent to
the govemning body and equity holcrs, to recelve the same ac0ess to informetion
about the licensee as the governing booy menbers and equity Owners receive, and i
receive additional relevart reports or informetion from the licensee thet the
commissioners reasonably request

(&) A licensee shall maintain the records and reports reguired ncy this
dse];ttiton for seven years from the chie the licensee receives state money Lndkr this

S

Sec. 43.90.240. License violations; damages, (a) A licensee is in violation of
the license if the commissioners cetermine thet the licensee hes

(1) committed state money received Lnoer this chapter for pUoses
other than those set out in AS 43.90.110(1);

(2) substantially ceparted from the specifications set out in the
application without state approval of a project plan amendment or modification Lngey
AS43.90.220,

(3) violated any provision of this crgpter or any other provision of
state or fedleral law matenal to thelicense; or

(4) otherwise violated a material termof the license

(b) The commissioners shall provide witten notice to the license idetifying
alicense violation. The cormmissioners andl the licensee have 90 diays after the cete the
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notice Is issued to resolve the violation informlly.

() The commissioners ey suspend cistursement of state matching
contributions to the licensee heginning on the chte thet the notice of violation issued
under () of this section is sert to the licensee. The commissioners may resune
cisursenment on the cite that the commissioners determine thet the violation is cured

d) If the commissioners and the licensee are Lnable to resolve the violation
within the time specified in () of this section, the conmissioners shall, after providing
the licensee with notice andl apportunity to ke heard, meke a written ceteminetion
regarcling the violation. The written determination Imece unger this suiosection is the
final agency action for jourposes of appeal to the court uncer the Alaska Rules of
Appellate Procedre,

() If the determination issuedl unger (@) of this section finds an Unvesolved
violation, the conmissioners may impose one or more of the following remedies

(1) discontinuation of state etching contributions under this crepte

(2) recoupment of state money thet the licensee has received unger this
chapter to cate, with interest, regarcless of whether the licensee has expended or
committed thet money;

(3) license revocation;

(4) assignment to the tate or the tate's designee of all project ceta
engineering desigrs, contracts, and permits related to the project that are acoured by
the licensee ouring the termof the license: and

(5) any other remeaies provicied by law or in eguity.

Article 3. Resource Inducement: Alaska Gasline Inducement Act Coordinator.

Sec. 43.90.300. Qualification for resource inducement Nobwithstanging any
contrary provision of law, a lessee or other person thet cemorstrates to the
commissioners' satisfaction thet the person hes committed to acouire firm
fransportation capacity in the first binging open season of the project is qualified to
receive the resource incucenent set out in AS43.90.310 and 43.90.320 for the ges
shipped infirm transj - nation capacity acauired in the first binging apen season of the
project. The incuicements set out in AS 43,90.310 and43.90.320 are contractual

Sec. 4390310, Royalt' noucemmt. (a) Before the beginning of the first
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binding open season to be conolucted by the licensee, the commissioner of retura
resources shall aciopt requiations to establish @ method to determine the monthly value
of the tate's royalty share of gps procuction and estabolish temrs unger which the state
Will exercise its right to Switch between taking its royalty in value or in kind for ges
committed for firm transportation in the first binging open season of the project. The
regulations must
(1) minimize refroactive acjustments to the monthly valuee of the State's
royalty share of ggs procliction
(2) contain provisions o establish a fair merket value for eaon
component of the State's royalty gps thet are based on pricing ceta from reliable and
Wicely available industry trace publications and use gppropriate agjustments to reflect
(A) cecuctions for actuel and reasonable transportation oosts
for the state's royalty ges; indludling a fair snere of the costs associated with
unused capacity commtments on pipelines from the North Slope of this state
to the first destination merket with reasonable market liuicity;
(B) location differentials between the cestination merkets
where North Slope ges could be solct
(C) reasonabole and actual costs for ges processing; and
(D) ceolictions permitted uncer the 1960 Royalty Settierent
Agreement for Pruchoe Bay ges; and
(3) establish tems under which the state will exeroise its authority to
Switch between taking its royalty ges in vale and in kind to ensure that the State's
actions do not Unveasonably
(A) cae the lessee or other qualified person to bear
disproportionate transportation costs with respect to the state's royalty ges;
(B) Interfere with the lessee’s or other qualified person's long-
termmarketing of its procluction
(0) If a lessee or other person qualified for resource incicement: Uncer
AS43.90.300 agrees uncer (c) of this section, the lessee or other person Is entitied to
clect
(1) to calculate its ges royalty obligation uncr the requiations acpted
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under (a) of this section for natLral ges transported on a firm contract negptiated
during the project's first binging open season or uncer the methodology set out inthe
existing leases from which the ggs is procced, and
(A) Upon the recuest of the lessee, the commissioner of returd
resources shall contractually amend the existing lease to reflect the election
uncler this paragyaph andl incorporate Into the lease, the terms of the refevant
regulations as fixed contract tens, and
(B) the election under this subsection remains in effect urti
new regulations are adopted &s a resuit of a review under (dl) of this section, &

Which time, alessee or other person quilified under AS43.90.300 may change

Its election uncer this paragraph; upon therequest of the lessee, e

commissioner of natural resources shall contractually amend the lease to

Incorporate as fixed contract terms the relevant revised regulatory provisions,

2 {0 enter a contract with the state thet armendl the existing lease tams
by extending the required period of notice thet the state must provide before exercising
the state's right to  Switch between taking its royaltyin value orin kind for ggs
committed for firm transportation in the first binding open season of the project.

(c) To claim the induceent uncer () of this section, a lessee or other
qualifiedl person shall agree, on an application form proviced by the Departiment of
Natural Resources, that the lessee or person, and the lessee's or person's ffiliates,
SLcoesOrs, assigns, and agerts, will not protest or appeal a filing by the licensee o
ol in expansion  oosts of the mainline Up to alevel thetis required In
AS43.90.140(7); the agreerent ot to protest may not precluce the lessee or other
qualifiedl person, or the lessee's or other person's affiliates, SUooessors, assigns, and
apents from protesting afiling to roll in meinline expansion costs thet licensee is not
required to propose and support under AS 43.90.140(7)

() The commissioner of nattral resources shall provice for review of the
requlations acopted under (a) of this section at least every two years after the
commenceent of conmercial aperations of the project to cetermine whether the
requlations continue to meet the requirements of (a)(1) of this section under current
conditions, andl shall amend the regulations when the recuirerments are not being et
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(€) No provision of this chepter precluds the election set oLt in (b) of ths
section, nor ey the commissioner of ratLral resources assert any provision of ary
existing lease or unit agreenent as preclucing the elections set out in (b) of this
section

Sec. 43.90.320. Gas production tax exemption, (@) If a person qualified for
resource incuoemert ungeer AS 43.90.300 agrees under (c) of this section, the persnis
entitledl to an annual exenption from the state's ges procluction tax in an amount equel
0 the dlifference between the amount of the person's ges procuction tax odligation
calculatedl unger the gps procluction tax ineffect ouring thet tax year andthe armount of
the person's gps proauiction tax obligation calculateal uncer the ges production tax in
effect at the condusion of the first binding open season heldl under this chepter. If the
dlifference s less than zero, the ges produuction tax exermption IS zero

(0) The conmissioner of lovenue shall issue the exenption under this section
In a certificate signed hy the person and the commissioner, and the certificate
constitutes a contract between the person and the states the certificated exemption ey
be applied within 10 years immediately following commencement of conmrercial
operations of the project only to procuuction taxes thet are levied on North Slope gps
shipped through firm transportation capecity the person aoquired curing the first
binding apen seasn

(€) The exemption certificate issued Lncer (b) of this section shall contain &
contractual commitent thet the person, and the person's affliates,  Suooessor,
assigns, and agents, will ot protest or gopedl a filing by the lioensee to roll in
mainline expansion costs Lp to the level thet the licensee is required to propose and
support under AS43.90.140(7); the contractual commitment required nder this
subsection may ot preclucie the person, or the person's affiliates, SUoceSSorS, assigrs,
and agents, from protesting afiling to roll in mainline expansion costs thet the licensee
15 not required to propose and support under AS 43.90.140(7).

Article 4. Alaska Gasline Inducement Act Coordiinator; Expediited Agency Review,
Alaska Job Development Program.
Sec. 4390400 Alaska Gasline Inducement Act coordinator, (@) The

governor shall gppoint, suect to legislative corfimmation, an Alaska Gasline

19 CSSB 104(RES)
New Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 25-0S106C\C

Inoucement Act coorclinator. The Alaska Gasline Inoucement Act: coorainator
terminates one year after commencerment of commercial operations of the project

(b) The Alaska Gasline Incucerment Act coordinator shall

(1) coorcinate expedtious performance of all activities by dtate
a0eCles With respect to the project;

2) ensure compliance by state agencies with the provisions of this
chapter; and

(3) coorcinate with the federdl coordlinator for naturdl gps
fransportation projects in this state,

Sec. 4390410, Expedited review and action by state agencies, (@) Al
reviens conoicted and actions taken by a State agency refating to a project shall ke
expedited in & manner consistent with the completion of the necessary agprovals in
accoranoe with this crapter,

(0) Notwithstanding any cortrary provision of law; a state agency may ot
Inclucke In any project certificate, right-of-way, pemt, or other authorization IssUed to
the licensee any term or condition thet is not reguiredl by law if the Alaska Gesline
Inducement. Act coordinator cetermines thet the tem or condlition wouldl prevent or
Impalr in any Significant respect the expeditios construction and aperation or
expansion of the project

() Unless required by law; a state agency ey not aod to, amend, or arogate
any certificate, right-of-way, permit, or other authorization IssUed to a licensee if the
Alaska Gasline Inoucement Act coordinator cetermines thet the action wouldl prevent
or impalr in any significant respect the expegitious construction, operation, or
expansion of the project

Sec. 43.90.420. State pipeline employment development. The commissioner
of labor and workforce development shall cevelop ajob training program thet wil
provice training for Alaskans in ggs pipeline project management, construction
operations, rmaintenance, and other ges pipeline-related positions.

Article 5. Miscellaneous Provisions,

Sec. 43.90.500. Alaska Gasline Inducement Act matching contribution

fund: disbursements; audits, (a) There is established in the general fund an Alaska
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Gasline Inoucement Act matching contribution fund. The fund consists of money
appropriated to it by the legislature for disoursement to pay the State's metoning
contributions under AS 43.90.110. Appropriations to the fund co ot lapse under
AS 37.25,010, but remain in the fund for future disbursements

(0) The Department of Revenue shall menage the fund, and ey invest
In the fund s0 & 1o ield conpetitive market rates as proviced in AS 37.10.071.
Interest received on money In the fund shall be accounted for separately and may e
appropriated o the fund annually.

(c) The commissioners shall acont regulations that provick for application to
receive matching contributions for qualified expencitires & proviced uncer
AS43.90.110, and that provide for periocic auds of the use of money distursed &
Imetching oontibutions L tis chepte

d) Within 10 cays after the convening of each regular session of the
legisiature, the commissioners sall st to the legislature a report tht lists all the
dlisburseents from the fundlin the prececing year with a wiitten justification of each
disourserment and the projected amount of money that will be needed fc. matching
contributions in each of the next threefiscal years

Sc. 4390510, Regulations. The commissioners ey jointly  achpt
reguiations for the- purpose: of inplementing the: provisions of this chepter, The
commissioner of revenue My change regulations acopted! Under existing authority In
this title & necessary to implement the provisions of this chapter. The commissioner
of natural resources may change requlations adopted under existing authonty in AS 38
& necessary to implement the provisions of this chaptey.

Sec. 43.90.520. Statute of limitations. A person may not bring a judicial
action challenging the constitutionality of this chapter or alicense Lnless the action is
commenced in a court of proper jurisdiiction iu this state within 90 ceys after the cite
tret a license wes issued

Sec. 43.90.530. Interest. When a payment clue to the state Unckr this crapter
becormes cilinguent, the payment bears inteest in a calendar quarter a the annual rate
of five percertage points above the annual rate charged mermoer banks for ackances by
the 12th Feckral Reserve District & of the first gy of that calencar querter, or at the
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annual rate of 11 percent, whichever is greater, conyounced quarterty as of the last
cay of that quarter,

Sec. 43.90.540. Licensed project assurances, Excent as otherwise proviced in
this chapter, the State grants a licensee assurances thet the licensee has exclusive
enjoyment of the inclucerent provickd Under this chepter before: the: commencerrent
of commercial operation of the project. If, before the conmenceent of commrercial
operation of the project, the state extends to another person preferential royalty, tax, or
monetary treatment for the purpose: of facilitating the construction of a conpeting
natural gps pipeline project in this state, and if the licensee is in compliance with the
requirerTents of the license and with the reqirements of state and feceral statLtes and
requlations relevant to the project, the licensee is entitied to peymet from the tate of
an amount equal to three times the total of the reasonable costs tht the licensee hes
Incurred in developing the lioensee's project &s of the cete thet the tate first extenced
preferential treatment to another person. Upon payment by the state of the amount
owedl under this section, the licensee shall, & no cost to the State, assign to the state or
the state's designee all project cita, engineering designs, contracts, and permts related
o the project that are acouired by the licensee clning the term of the license. In this
Section, “competing returd ges pipeline project” means a project designed
acoommodate throughput of more then 500 Mcf a day of North Slope ges.

Sec. 43.90.550. Assignments, (a) A licensee may transfer all or part of the
license, incluciing the rigrts and obigations arising ndex the license, if

() the transfer IS approved in wating in acvance by the
commissioners; and

(2) thetransfer does not increase or ciminish the obligations created by
tre license or diminish the likelihood of sucoess of the project or the vale of the
license to the state.

(0) Notwithstanding the commissioners' approval of atransfer of all or part of
a license uncler (a) of this section, the transferor of the license remains subject to the
requirements of AS43.90.230 regarcing all state money received by the licensee
efore the effective cete of the transfer,

(c) A person may transfer thet person's rights to the royalty inducement unger
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AS43.90.310 and the ges procuction tax exenption under AS43.90.320 only In
connection with a sale or merger that resuts in transfer of all the person's assets inthe
North Slope of this state, incluciing the firm transportation capacity contracts In the
project

Sec. 43.90.560. Conflicting laws. Nothing in this chapter shall e construed to
repeal or arogate the aoministrative, reguiatory, or statutory procedlres and functions
of state and fecleral law goveming the clevelopment and oversight of a project

Sec. 4390510, Severahility. Under AS0L.10.030, if any provision of this
chapter, or the application of it to any person or circustance, is held invalid, the
remainder of this chapter and the application of it to other persons or aircustances
are not affected

Atticle 6. General Provisions,
~ Sec. 4390.900. Definitions. In this chapter, nless the context othenise

regires,

(1) “affliate" means another person that contrals, is controlled by, or is
undeer common control with a person; “affliate” indudes a dlivision that operates & a
functional unt;

(2) "Alaska Gasline Incuioement Act coordinator” means the persin
appointed under AS 43.90.400;

(3) "commencerment of cormmercial aperations” means thefirst fiow of
0gS In the project that generates revente to the owners,

() "commissioners" means the commissioner of revenwe and the
commissioner of natural resources, actingjointly:

(9) “control" means the possession of ownership nterest or authority
sufficient to, dlirectly or indlirectly, and whether acting alone or in conunction with
others, dirct or cae the cirection of the managerment or policies of a conpany, and
IS rebuttaoly presumed if the voting intevest heldlis 10 peroert or more;

6) "equity holcer" means the

(A) stockholcers of a corporation;
(B) mermers of alimited liability company;
(C) partners of a partnership

5 CSSB 104(RES)
New Text Underlined [DELETED TEXT BRACKETED]



— — —

DO DO PO PO PO PO DO

WORK DRAFT

WORK DRAFT 25-GS1060SC

(D) Joint venturers of ajoint venture;
(E) members of a govemmental authority and similar persons

(F) holders of any ather entity or person;

(7) "oes processing” means post-procuction treatment of ges to extract
natural gas liquick;

(8) "goveming hocy" means a corporation's board of directors, a
limited liability conpeny’s menaging meners, a partnership's general partners, joint
verturer's joint venturers, a governmental authonty's boardl or council mermoers, and
similar entities;

(9) "tease" means an il and ges, or ges lease Issued by this tzte

(10) "lessee" means a person thet holds a working interest in anoil and
0BS, Or 0gs, lease Issuedl by this state:

(L1) "lioense" means a license issued uncer this chaptey;

(12) "licensee" means the holder of a license issued unckr this chepter
and all affiliates, SUiooessors, assigns, and agents of the holc
i (L3) "North Slope" means the area of Alaska north of 68 clgrees North
dituce;

(14) "project” means a natural gps pipeline project authorized under a
license issUied Linok this chaptey:

(15) "recourse rates” mears cost-oesed rates with a mininum and
maximum range thet are approved by the Federal Energy Regulatory Commission, the
Regulatory Commission of Alaska, or the National Energy Board of Canaca, &
aopropriate, and et ot in' Ire pipeline’s tariff; “recourse rates” inclucks only those
rates that the pipeline must make avallable to all shippers;

(16) "sanction” means financial commitiments to go forwerd with the
project & evicenced by entering into firancial commitments of & least

$1,000,000,000 with third parties;
(17) "uncler common control with" hes the meaning given “oontral” in

or

this section;
(18) "unit agreerment” means an agreerment executed by the working
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interest owners and royalty owners creating the unit.
Sec. 43.90.990. Short title. This chapter may be cited as the Alaska Gasline
Inducement Act.
* Sec. 2. AS 36.30.850(b) is amended by adding a new paragraph to read:

(45) contracts for an arbitration panel to determine abandonment of a
project under AS 43.90.120, 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 43.90.400.
*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. 1232¢g 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) < uld reasonably be expected to interfere with enforcement

proceedings;

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

(C) could reasonably be expected to constitute an unwarranted

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

() 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;

(10) records or information pertaining to a plan, program, or
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 thedisclosure could reasonably be expected to risk
circumvention of the law; or

(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;

(11) the written notification regarding a proposed regulation provided

CSSB 104(RES) 26
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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, anc
the affected state agency under AS 24.20.105"

(12) records that are

(A) proprietary or a trade secret in accordance with

AS 43.90.160:
(B) applications that are received under AS 43.90 until

action has been taken under AS 43.90.180.
* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

21 CSSB 104{RES)
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8, WORKFORCE DEVELOPMENT

Jobs are Alaska's Future

W hatis a PLA?

A comprehensive
collective bargaining
agreement that sets
the terms and
conditions of
employment on a
project, for that

project only.



Project Labor

ALASKA DEPARTMENTOFLABOR
* WORKFORCE DCVILOPMCNT A g reement

Licensee/General Contractor Negotiates Directly with an Appropriate Entity

The PLA is a collective bargaining agreement between the licensee, or its agent, and
an appropriate entity setting out the terms and conditions of employment on the
project, typically including wages and benefits, and setting out other work
conditions including no-strike, no lockout provisions, dispute resolution
procedures, and use of hiring facilities in Alaska.

Contractors

All contractors, union or nonunion, interested in bidding on project work, must follow
the terms and conditions set out in the PLA.

Jobsare Alaska's Future
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Jobs are Alaska's Future

PLA History

First used In the
1930’s

Currently used widely
In the private and

public sectors.



riobs) PLA Precedents
ALASKA DEPARTMENT OF LABOR

& WORKFORCE DEVELOPMENT Legal

U.S. Supreme Court (Boston

Harbor) 1993 \.
ANNN

A K Supreme Court (Laborers
Local 942 v. Lampkin) 1998

PLA-based Public and Private
Projects

Grand Coulee and Hoover Dam s
TAPS

San Francisco BART

Puget Sound Transit

Sutter and Sunrise Power Plants

in California

Seattle Alidrport

Jobs are Alaska's Future : VAW / |
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jo b s} W hy Have a PLA?
ALASKA DEPARTMENT OF LABOR

& WORKFORCE DEVELOPMENT _
Stable workforce— no strikes

or lockouts

. M eets project scheduling

challenges.

. Eliminates need to negotiate

num erous separate contracts.

i A ssures consistent term s and

conditions for all contractors

V ehicle for:

- Alaska hire, including
rural A laskans, women,

and other groups.

- A pprenticeship

Opportunities.

Jobs are Alaska's Future



Recently/Frequently asked Questions about
Project Labor Agreements (PLA)

1 WhyuseaPLA?

The purpose ofa PLA isto establish and maintain harmonious relations between
all parties performing work on the Project. To that end, PLAs establish and put
into practice effective and binding methods for the settlement of all
misunderstandings, disputes, or grievances that may arise during the constriction
phase of the Project. In this way the Project owner, Project manager and
contractors on the Project are assured complete efficiency and continuity of
operations, without slowdowns or interruptions of any kind.

PLAs promote optimum productivity by ensuring the availability of an adequate
supply of competent, skilled, and oualified crafts people. PLAs ensure labor
stability by eliminating the possibility of strikes, work stoppages, lockouts,
slowdowns, or other delays. Public entities endorse the use of PLAs on projects
such as the gas pipeline, because PLAs also promote the continued
development and expansion of a trained, competent work force within their
communities. Most importantly, PLAs are one of the few, ifonly, lawful ways the
Governor and Legislature can create hiring preferences for Alaskans. In sum,
PLAs are utilized wherever Project owners like the State of Alaska recognize the
importance of ensuring that construction work for public projects proceeds
continuously, without interruption and as efficiently and economically as possible,
and that public projects like the gas pipeline are built by contractors employing
skilled employees who are residents of our state.

2. Who would be coveted under the PLA?

In general, PLAs cove only construction work and only work on the Project site,
including any on site fabrication of tools, materials equipment maintenance and
equipment repair. The Project site would most iikely include the following:
construction of compressor/conditioning plants from the point(s) where the gas
comes out of the ground and into the project system, and any such
compressor/conditioning plants and associated infrastructure along the project
route, all associated pipeline and support structure along the route, camp
construction or sitework at camp locations, to the terminus of the Project.

3. Who would negotiate the PLA?

The parties would be the Project Owner 3 construction manager on one side and
the Alaska Building Trades Coundl(s) which represent the employees to be
employed on the Project, on the other side. Employees to perform work above
the 63 rd parallel would be represented by the Fairbanks Building Trades Council.
Ifthe successful proposal included pipeline construction south of the 63 rdparallel,
then the employee representatives at the bargaining table would be the



Fairbanks Building Trades Council and the South Central Alaska Building Trades
Council. Prospective bidders would not participate in the negotiations because
their interests are generally divergent from those of the Project Owner and
because the PLA will establish employment policy for the entire project
consistent with the objectives of the Project owner. For example, the Project
Owner may, as a matter of public policy, wish to insure that the Project provides
training to qualified young Alaskans first; this is not necessarily an interest a
prospective bidder would share.

4, How does m)( son or nephew, daughter or niece, getajob thru the
union, underthe PLA?

Anyone interested in obtaining work on the Project would be free to register at
their local union Hiring Hall, whether they are union members or not. Unions may
not lawfully discriminate in the referral of applicants for work based upon union
membership. In recent years unions have implemented vigorous recruitment
programs which seek out qualified non-member applicants. The referral of
applicants by each individual union hall must also comply with the published
rules governing its referral system and/or the appropriate craft apprenticeship
program. Such referral rules establish referral priorities based upon training,
minimum qualifications, experience in the industry and area residence in
accordance with Title 29, Chapter 7, Subchapter I, of the National Labor
Relations Act (NLRA). The NLRA isunique inthat itmakes union referral under a
bona fide collective bargaining agreement (including a PLA) one of the few ifonly
legally enforceable methods for establishing a resident hire preference.

4a.  Whatlist would they be on and would they evergetajob?

The referral language is typically a little different for each craft, and has very
simple, easy to understand requirements. Applicants are permitted to sign
different “Lists” or Books:" A, B, or C Lists insome cases or Books 1, 2, 3, or4 in
others. No matter the nomenclature, the A List or Book 1 is usually for residents
with clearly defined minimum qualifications. The other Lists or Books are usually
for non-residents and/or less qualified applicants. Referral of applicants begins
with those registered on Book 1 or A, firstand so on.

The referral of apprentices isconducted inaccordance with a completely different
referral procedure based on the language of federally approved, registered
apprenticeship standards. There are several methods for entry into a registered,
federally approved apprenticeship program. Most programs require a high school
diploma or equivalent, and a passing score on an entrance examination and
interview. Federally approved, registered apprenticeship programs (Union
affiliated programs in Alaska satisfy these standards) must offer training
opportunities without regard to race, age, gender, etc. Most union affiliated
programs inAlaska have implemented native and minority outreach programs as
well. The short answer to this question is that all motivated Alaskan residents



with the necessary skids, should be able to find work on the Project through the
various union hiring halls. This is particularly true here because of the largb
number ofemployees thatwill be needed to construct the Project.

4.  Willallemployees on the Project have tojoin the union?

Without exception to my knowledge, PLA 3 have what iscalled a Union Security
Clause. “What this clause means is that all employees covered by PLA will be
required, as a condition of employment on this Project only, to apply for and
become members of the appropriate Union or establish a fee paver relationship
with the Union,within so many days following the beginning of their employment.

Applicants obtaining employment on the Project thus have two alternatives. They
may become union members, inwhich case they will be obligated to pay union
dues. They may also elect to become fee payers or non-members, inwhich case
they will only have to pay a representation or agency fee which covers the
Union 3 costs associated with such things as contract negotiations, contract
administration, grievance processing, etc. No portion of the money paid to the
Union by an agency fee payer or "non-member””may be used to support or
endorse the political beliefs or actions of the union. In fact, before a Union may
use funds paid to the Union for purposes unrelated to contract negotiations,
administration and related activities, even by its members, the individual must
consent inwriting.

5. Can non-union_contractors bid on the Project? If so, what happens If
they win the bid?

Bidding on the Project isfree, open and competitive; any qualified contractor may
bid on the job, although all successful bidders will be required to comply with the
terms of the PLA. The PLA, however, will only apply to work performed on the
Project and will have no impact on other work the contractor may have
elsewhere. In other words, the contractor may continue to perform other work
without being signatory to a union agreement.

6. lama smallsub contractorandlam successful In obtaining work on
the gas line. Whathappens to my currentemployees?

This component of the PLA, like many others, is resolved through negotiations
between the parties. Often there is an exception included in the PLA (to the
otherwise exclusive union hiring hall system), that permits a contractor to
continue to use his key or core employees on the Project. It is also not
uncommon for PLAs to include provisions which permit contractors to request
applicants from the Union hiring hall by name, skill, specialty, experience in the
industry or past service with the contractor/employer. Terms vary widely on this



subject; and as noted, they are subject to the give and take of good faith
bargaining.

sa.  Willthese “core” or “key” employees be required tojoin the union?

These employees are no more or less obligated to become union members than
any other employees performing craft work on the Project. See Paragraph 4,
above.

6b.  What would these employes be paid, the Contractor's current rate
or the wage rate estabﬁshe%nd%rthe PEA?

Anyone performing bargaining unit or craft work on the Project, core employees
as well as employees hired through a union hiring hall, will be subject to the
terms of the PLA, including the wage rates and benefits established by the PLA.

6c. Whatlfacontractoralready has fringe henefits setup for his current
Sgnftl\%ggg who go to work'on the PLA? Does the contractorhave to

This can become a complicated - but not impossible, issue to address. Most
union plans (which, for example, offer a defined pension benefit) are superior to
those provided by non-union employers (which generally only offer a defined
contribution). Thus, many employees will want their employer to contribute to the
union plan because they appreciate the difference and/or they have decided to
continue to seek future work through the union after the Project is completed.
Given the likely duration of the Project, itis also possible than many employees
will vest inthe union 3 defined benefit pension plan (five years) before the Project
is completed. Employees will certainty be eligible for the union 3 medical plans
soon after beginning work on the Project, as well as have access to any other
benefits offered by the union plans, as described in the fringo benefit schedule of
the PLA.

However, this matter isalso subject to the parties Megotiations and exceptions to
the general rule requiring benefit contributions to the unions® plans have been
negotiated. The most common exception iscreated for non-union employers who
offer comparable or better fringe benefits through a bone fide benefit plan that
has been in existence for no less than the twelve consecutive months preceding
the employees® employment on the Project. Insuch cases, the PLA may allowan
employer to make contributions to the employer 3 own plans on behalf of the
employer®s core employees. Thus, any concerns about the possible double
payment of benefits can be resolved.

The answers to these questions ere my opinion onfy based upon my research; this paper does not constitute
legal advice and is not intended to be relied upon as such - Vince Beltrami
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e What is a Project Labor Agreement and
why project owners and employers should

consider using one?



« A PLA is a contractually binding agreement,
negotiated between a construction project owner,
developer, and the Building Trades Labor Unions.

It guarantees uniform wages, benefits, and working
conditions across the multiple crafts employed on a
project

It guarantees labor peace and stability on the job

through mandatory grievance procedures and no
strike/no lockout provisions

It guarantees local hire and an investment in local
communities, and their future work forces



P LA Defined cont’'d

PLAs provides a career path for high school
graduates
They are validated legally as a responsible

approach to building publicly funded
construction projects

They facilitate sound project planning by
supplying project owners with predictable labor
costs

Promote timely and successful project
completion by ensuring an adequate supply of
skilled craft personnel for all trades for the full

term of the project



PLA Defined cont’'d

But most of all...

PLAs gives the customer a value added
guarantee of a quality constructed project
that should be free of defects for years to
come due to utilizing the highest skilled

craftsman available and...

PLAs have an overwhelming reputation for

getting jobs finished on time and under

budget!



History of P LAS

e They have been used in the construction industry
since the 1930s in all 50 states

e Examples: Disney World, The Trans Alaska
Pipeline, the Cape Kennedy Space Center, O’'Hare
Airport, Boston Harbor clean-up, LA’s Light Rapid
Transit System and more.

e Other examples closer to home: the Ground-based
Missile Defense System at Fort Greely and
Shemya, the Healy Clean Coal Project, the Alaska
Seafoods International Plant, King Salmon Vo-tech
center, a half-dozen projects in Juneau, and
various schools and other projects around the state
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Economic Argument for PLAS

 Promotes stream lining and efficiencies by
systematizing labor terms for all contractors

e Saves time and money by not having to renegotiate
terms for each subcontractor

e Prevents costly jurisdictional or other labor disputes

e Highly skilled available labor pool from the union
hiring halls

e Easier compliance with competitive bidding and
Title 36 requirements

e Quality apprentices further reduce labor costs
e Safer workers costs less



O bjections?

There are national groups who lobby against PLAS

They argue “merit shop” philosophy, and “lowest
responsible bidder.” These arguments, however,
skirt the issue of how to define “responsible” nor do
they address records regarding apprenticeship
programs or local hire

Interestingly, they never use Alaska PLA examples
In their attacks because they have worked well In
our state.

Claims of non-competitiveness hold no water, as
anyone (union or non-union) can bid on projects
covered by a PLA

They regularly cite the rare PLA projects that have
gone over budget, but never tell anyone that the
overruns had nothing to do with the PLA



Title 36?7 W hat does it mean?

All state construction projects ever $2000 are subject to
paying the Prevailing Wage in accordance with the Davis-

Bacon Act

Union and non-union alike must pay this rate

Union Apprenticeship programs ensure lower cost
apprentices available. Non-union contractors often have to
pay full journeyman rate to non-skilled workers because

they have no apprenticeship training program, or ones that
neither train or provide the benefits to the level of those

represented by the unions.
Union Apprenticeship programs mean easier tracking of
legal compliance



Quality Craftsmanship...

W here does itcome from ?

It comes from real apprenticeship...

an investmentin our community

Union-based apprenticeship programs have set the
standard and continually raise the bar

Our state-registered programs require thousands of
hours of closely supervised, on the job training plus an
additional 1000 hours or more of related classroom and

shop instruction
The Alaska Building Trades are constantly working to get
Alaska grads into their programs



BOTTOM LINE

PLA IS A GOOD BUSINESS DECISION |

The Alaska Gas Pipeline is the biggest
construction project EVER In North America

A PLA builds predictability and labor stability
Into a project with many uncertainties,

Guaranteed local hire preference, and an
association with the best proven training
establishment for the type of construction
this project requires

And a proven track record of PLA successes
In Alaska from TAPs through Missile Defense
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DIVISION OF LEGAL AND RESEARCH SERVICES
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(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

MEMORANDUM March 31, 2007

SUBJECT: CSSB 104(RES), Draft Version”)
(Work Order No 25-GS1060\Mr

TO: Senator Charlie Huggins
Chair of Senate Resources Committee

FROM:
Legislative L-ounsei

Enclosed is a new draft version of CSSB 104(RES). Please review this draft carefully to
ensure that it is consistent with your intent.

Please check page 4, line 9, page 14. line 10, and page 22, line 19 to see if they should
match page 16, line 18.

Please look at Sec. 43.90.140(2)(D)(ii) on page 5 of the draft bill. Your request was to
amend the first part of that sub-subparagraph from

if the proposed project involves marine transportation of liquefied natural
gas. a description of the pipeline route, system, and capacity to bring
North Slope gas to tidewater, including a description of transportation

services. ...

if the proposed project involves marine transportation of liquefied natural
gas, that brings North Slope gas to tidewater, a description of
transportation services.. ..

I was afraid that your suggested language might imply an anticipation that North Slope
gas would be brought to tidewater by marine transportation. So, the change in the draft

reads as follows:

if the proposed project involves marine transportation of natural gas, a
description of the marine transportation services ....

If I misunderstood the intent of the change you wanted, please let me know so that | may
correct it in the next version.



Senator Charlie Huggins
March 31, 2007
Page 2

Your suggested change deleted the word "qualified" before "person™ on page 17, lines 23
and 25 of the "E" version. Note that "qualified person” is also used in the same statutory
section, but in a different subsection, on page 18, lines 18 and 24 of the "E" version. |
did not delete "qualified" before "person™ on page 18 because | did not know whether
there was a substantive difference between the use of "qualified person” on page 17 and
on page 18. My understanding from earlier discussions was that "qualified person™
meant a person "qualified" to receive the resource inducement authorized under

AS 43.90.300.

Finally, on page 27, line 12 we inserted new language to make clear that the applications
that are received are not public records until the commissioners issue the public notice
under AS 43.90.170.

| appreciate the effort you made to bring your changes to me so quickly and the way you
used a mark-up of the bill itself to note the changes. Thank you.
DMB:Imb

07-090.Imb

Enclosure
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CS FOR SENATE BILL NO. 104(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - FIRST SESSION

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsors): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

ABILL
FOR ANACTENTITLED
"An Act relating to the Alaska Gasline Inducement Act; establishing the Alaska Gasline
Inducement Act matching contribution fund; providing for an Alaska Gasline

Inducement Act coordinator; making conforming amendments; and providing for an
effective date."

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

* Section 1. AS 43 is amended by adding a new chapter to read:
Chapter 90. Alaska Gasline Inducement Act
Article 1. Inducement to Construction of a Natural Gas Pipeline in this State.
Sec. 43.90.010. Purpose. The puipose of this chapter is to encourage
expedited construction of a natural gas pipeline that

(1) facilitates commercialization of North Slope gas resources in the

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

the North Slope in the state;

_ -1- CSSB 104(RES)
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(3) maximizes benefits to the people of this state of development of il
and gas resources in this state; and
(4) encourages state oil and gas lessees and other persons K commit
natural gas from the North Slopr of this state 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 commissioners 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 section precludes a person's pursuing a gas pipeline

independently from this chapter.
Sec. 43.90.110. Natural gas pipeline project construction inducement

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

licensee or its designated affiliate to recEive
_______ _V _———— -

(1) state matching contributions in an amount not to exceed
$500,000,000, paid in total to the licensee over a five-year period; the payment period
may be extended by the commissioners under an amendment or modification of the
project plan under AS 43.90.220; die payment period commences on the date of the

issuance of the license; payments 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
the licence; however, the state'glzx:tg:r\\/t\pi%(ution may not be more than 50 percent
of the qualified expenditures incurred before the close 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 a level specified 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
binding open season;

(C) qualified expenditures are costs that are incurred after the

New Text Underlined [DELETED TEXT BRACKETED]
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license is issued under this chapter by the licensee or the licensee's designated

affiliate, and are 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; in this subparagraph, "qualified expenditures™ does

not include overhead costs, litigation costs, assets, or work product predating

the issuance of the license, or civil or criminal penalties or fines; and j

(2) the benefit of an Alaska Gasline Inducement Act coordinator who
has the authority prescribed in AS 43.90.40u.

Sec. 43.90.120. Abandonment of project (a) If the commissioners and the
licensee agree that the project is uneconomic and should be abandoned, inducement
provided for in AS 43.90.110 terminates, and, except for requiremenis imposed on the
licensee under (d) of this section and AS 43.90.230, the state and the licensee no
longer have any obligations under this chapter with respect to the license.

(b) If the commissioners or the licensee independently determines that the
project is uneconomic and should be abandoned, but the other party does not agree,
the disagreement shall be settled by arbitration administered by the American
Arbitration Association under its Commercial Arbitration Rules, and judgment on the
award rendered by the arbitrators may be entered in any court having jurisdiction
thereof. In the event of arbitration, each party shall select an arbitrator, and the two
arbitrators shall appoint a third arbitrator from the American Arbitration Association's

" A

National Roster who shall serve as the chair of the three-member arbitration panel. If {\

the arbitration panel determines that the project is
Q) uneconomic and-sheuld be abandoned, the state and the licensee no

longer have any obligations under this chapter with respect to the license, except for *

requirements imposed on the licensee under (d) of this section and AS 43.90.230;
(2) not uneconomic and chould not be abandoned, the project may not

be abandoned, and the obligations of the licensee and the state continue as provided

under this chapter and the license.
(© If the state makes a payment to the licensee under AS 43.90.540, the

license is considered abandoned, and the state and the licensee no longer have any

-3 CSSB 104(RES)
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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 43.90.230
regarding state money received by the licensee before the license was considered
abandoned; and

(2) requirements of AS 43.90.540.

(d) If the licensee and the state agree or if a licensee prevails in an arbitration
in establishing that the project is uneconomic and should be abandoned, the licensee
shall assign to the state or the state’s designee all project data, engineering designs,
contracts, and permits related to the project that are acquired by the licensee during the
term of the license upon reimbursement by the state to the licensee of the licensee's net
Costs.

Sec. 43.90.130. Request for applications for the license, (a) The
commissioners shall commence a public process to request applications for a license
under this chapter within three months after the effective date of this chapter.

(b) The commissioners may use independent contractors to assist in
developing the provisions for the application for a license and in evaluating
applications received under this chapter.

(c) The provisions of AS 36.30 do not apply to requests for applications under
this chapter, but the commissioners shall adopt regulations that provide protest and
appeal procedures relating to the solicitation of applications and award of a license
that are substantially similar to the procedures in AS 36.30.550 - 36.30.699.

Sec. 43.90.140. Application requirements. An application for a license must

be consistent with the terms of the request for applications under AS 43.90.130 and

must
(1) be filed by the deadline established by the commissioners in the

request for applications;
(2) provide a detailed description of a proposed natural gas pipeline

project for transporting natural gas from the North Slope of this state to market,

including
(A) the route proposed tor the natural gas pipeline;

104(RES) *4.
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(B) receipt and delivery points and the size and design capacity
of the proposed natural gas pipeline at the proposed receipt and delivery points,
except that this information is not required for in-state delivery points unless

the application proposes specific in-state delivery points;
(C) an analysis demonstrating the projects economic and

| technical viability as required in the request for applications;
(D) an economically and technically viable work plan, timeline,

' and associated budget for developing the proposed project, including how the

< applicant will perform field work, environmental studies, design, and
i engineering, and how the applicant will comply with all applicable state,
lj federal, and international regulatory requirements that affect the proposed
1. project; the work plan must address the following:

2 (i) if the proposed project involves a pipeline into or
\A through Canada, a description in detail of the applicant's plan to obtain
15 necessary rights-of-way and authorizations in Canada; a description of
16 the transportation services to be provided and a description of rate-
17 making methodologies the applicant will propose to the regulatory
18 agencies; and an estimate of rates and charges for all services;

19 (i) if the proposed project involves marine
g transportation of liquefied natural gas, a description of the marine
21 transportation services to be provided and a description of proposed
22 rate-m ‘ting methodologies; an estimate of rates and charges for all
23 services by third parties; a detailed description of all access and tariff
24 terms the applicant would propose for liquefaction services or, if third
25 parties would perform liquefaction services, identify the third parties
26 and the terms they would offer, a complete description of the proposed
27 ownership, control, and cost of liquefied natural gas tankers, the
28 management of shipping services, liquefied natural gas export,
29 destination, re-gasification facilities, and pipeline facilities needed for
30 transport to market destinations, and the entity or entities that would be
31 required to obtain necessary export permits or a certificate of public

. 5 CSSB 104(RES)
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convenience and necessity from the Federal inergy Regulatory
Commission for the transportation of liquefied natural gas in interstate
commerce if United States markets are proposed; and all rights-of-way

or authorizations required from a foreign country;

3) commit that if the proposed project is within the jurisdiction of the

Federal Energy Regulatory Commission, the applicant will
(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 Subpart B of 18 C.F.R. Part 157 (Open Seasons for Alaska
Natural Gas Transportation Projects) and 18 C.F.R. 157.30 - 157.39;

(B) apply for Federal Energy Regulatory Commission approval
to use the pre-filing procedures set out in 18 C.F.R. 157.21 by a date certain,
and use those procedures before filing an application for a certificate of public

convenience and necessity; and
(C) apply for a Federal Energy Regulatory Commission

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) commit that if the proposed project is within the jurisdiction of the

Regulatory Commission of Alaska, the applicant will
(A) conclude, by a date certain that is not later than 36 months

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

the requirements of AS 42.06; and
(B) apply for a certificate of public convenience and necessity

to authorize the construction and operation of the proposed project by a date

certain;
(5) commit that after the first binding open season, the applicant will

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

104(RES) 6-
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development of gas resources in this state; in this paragraph,
(A) "commercially reasonable terms™ means that, subject to the

provisions of (7)(A) 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
1 using a compressor size or pipe size, as applicable, that is substantially similar
1: to the original compressor size and pipe size;

1 (7) commit that the applicant

1A (A) will propose and support recovery of mainline capacity
If expansion costs from all mainline system users through rolled-in rates if the

16 recovery of all expansion costs through rolled-in rates would increase existing

17 shippers’ rates by not more than 15 percent of the initial maximum recourse

18 rates from the North Slope to the proposed project's downstream terminus; if

19 rolled-in expansion costs would increase existing shippers' rates from the

20 North Slope to the project's downstream terminus by more than 15 percent, the

21 applicant will propose and support the partial roll-in of mainline expansion

22 costs from all mainline system users to the extent that existing shippers' rates

23 would not be increased by more than 15 percent of the initial maximum

24 recourse rates from the North Slope to the proposed project's downstream

25 terminus; in this subparagraph, "initial maximum recourse rates" means the

26 hightst cost-based rates for any specific transportation service set by the

27 Federal Energy Regulatory Commission, the Regulatory Commission of

28 Alaska, or the National Energy Board of Canada, as appropriate, at the time of

29 the initial regulatory approval of the proposed project;

30 (B) may propose any combination of incremental or rolled-in
31 rates for recovery of costs of mainline capacity expansion that exceeds the 15
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percent level described in (A) of this paragraph;

© agrees not to enter into negotiated rate agreements that

would preclude the applicant from collecting from any shipper, including
shippers with negotiated rate agreementthe rolled-in rates that are re quired to
be proposed and supported by the applicant under (A) of this paragraph; in this
subparagraph, "negotiated rate agreements" means transportation service
agreements that are subject to rates ihat vary from the otherwise applicab e
cost-based rates, or recourse rates, set Jt in a gas pipelinr' tariff approval by
the Federal Energy Regulatory Commission, the Regul tcry Commission of

Alaska, or the National Energy Board of Canada, as appropriate;

(8) state how the applicant proposes to deal with a North Slope gas

treatment plant, regardless of whether that plant is part of the applicant's proposal, and,
to the extent that that plant will be owned entirely or in part by the applicant, commit
to seek certificate authority from the Federal Energy Regulatory Commission if the
proposed project is engaged in interstate commerce, or from the Regulatory
Commission of Alaska if the project is not engaged in interstate commerce, for a
North Slope gas treatment plant that will be owned entirely or in part by the applicant
and, for rate-making purposes, commit to value previously used assets that are part of
the gas treatment plant at net book value; describe the gas treatment plant, including
its design, engineering, construction, ownership, and plan of operation; the identity of
any third party that will participate in the ownership or operation of the gas treatment

plant; and the means by which the applicant will work to minimize the effect of the

costs of the facility on the tariff;
(9) propose a percentage and total dollar amount for the state's

matching contribution under AS 43.90.110(1)(A) and (B) to be specified in the
license;

(10) commit that the applicant will propose and support rates for the
proposed project and for any North Slope gas treatment plant that the applicant may
own, in whole or in part, that are based on a capital structure for rate-making that

consists of not less than 70 percent debt;
(11) describe the means by which the applicant plans to manage

CSSB 104(RES) -8
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overruns in costs of the proposed project, if any, and the measures that the applicant
proposes to mitigate the effects of any overruns;

(12) commit to provide for a minimum of five delivery points of
natural gas in this state;

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

commit to offer distance-sensitive rates to delivery points in this state consistent with

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

proposed project;
(15) commit to hire qualified residents from throughout this state for
management, engineering, construction, operations, maintenance, and other positions

on the proposed project and to contract with businesses located in this state to the

extent permitted by law;
(16) commit to negotiate, before construction, a project labor

agreement, to ensure expedited construction and labor stability for the project by
qualified residents of the state;

(17) commit that the state matching contribution received by a licensee
may no' be included in the applicant’ rate base, and shall be used as a credit against
licensee's cost of service; and

(18) otherwise demonstrate that the applicant is ready and able to
perform the activities specified in the application, including the detailed work plan,
timeline, and associated budget.

Sec. 43.90.150. Initial application review; additional information requests;
complete applications, (a) The commissioners shall review each application
submitted under AS 43.90.130 to determine whether it is consistent with the terms of
the request for applications and meets the requirements of AS 43.90.140. The
commissioners shall reject any application that does not meet those terms and

requirements.
(b) To evaluate an application not rejected under (a) of this section, the
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commissioners may request tram an applicant additional information relating to the
application.

(c) If, within the time specified by the commissioners, an applicant fails to
provide the additional information requested under (b) of this section, or submits
additional information that is not responsive, the application will be rejected.

(d) For an application not rejected under (a) or (c) of this section, the
commissioners shall make a determination that the application, including any
requested additional information, is complete.

Sec. 43.90.160. Proprietary information and trade secrets, (a) At the
request of the applicant, information submitted under this chapter that the applicant
identifies and demonstrates is proprietary or is a trade secret is confidential and not
subject to public disclosure under AS 40.25, unless the applicant is granted a license
under his chapter. After a license is awarded, all information submitted by the licensee
shall be made public.

(b) If the commissioners determine that the information submitted by the
applicant is not proprietary or a trade secret, the commissioners shall notify the

applicant and return the information on request of the applicant.
() 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 the
information submitted under this chapter by the applicant making the 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.v0.170. 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 43.90.150.

(b) Applications received under this chapter are not public records and 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

104(RES) -10-
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confidential under AS 43.90.160 may not be made pubi c even after the notice is
published under (a) of this section, except as otherwise provided by AS 43.90.160. If
information is held confidential under this subsection, the applicant shall provide a
summary that is satisfactory to the commissioners, and the commissioners shall make
the summary of the information available to the public.

Sec. 43.90.180. Application evaluation and ranking, (a) The commissioners
shall evaluate all applications determined to be complete under AS 43.90.150,
consider public comments received under AS 43.90.170(a), and rank each application
according to the net present value of the anticipated cash flow to the state from the
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 of 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 usejan”nchscounted
Malue and, at a mimmumA”discount rates of two”~b”~andj*htjJ*ent”

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

(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.

(© 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 43.90.140,
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
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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;

(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. 43.90.190. Notice to the legislature of intent to issue license; denial of
license, (a) If, after consideration of public comments received under AS 43.90.170 1 )t |
and evaluation of complete applications under AS 43.90.180, the commissioners
determine that an application would sufficiently maximize the benefits to the people of
this state and merits issuance of a license under this chapter, the commissioners shall
(1) issue a determination, with written findings addressing the basis for

the determination; the determination becomes a final agency action in accordance with

AS 43.90.200;
(2) publish notice of intent to issue a license under this chapter with

written findings addressing the basis for the determination; and
(3) forward the notice under (2) of this subsection, along with the
findings, supporting documentation, and determination under (1) of this subsection, to

the legislature for action as provided in AS 43.90.200.

(b) If, after evaluation of complete applications under AS 43.90.180, the
commissioners determine that no application sufficiently maximizes th 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

104(RES) -12-
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determination.
© The commissionersldetermination nr (b) Cj this section is a final

agency action for purposes of appeal to the court under the Alaska Rules of Appellate
Procedure.

Sec. 43.90.200. Legislative approval; issuance of license, (a) After receiving
a determination from the commissioners under AS 43.90.190, the legislature shall
introduce a resolution in their respective chambers that provides for the approval o
the license proposed to be issued by the commissioners.

(b) If a resolution approving the issuance of the license is approved by both
houses of the legislature within 60 calendar days immediately following the date
notice is received from the commissioners under AS 43.90.190(a), the commissioners
may issue the license as soon as practicable after the passage of the resolution. The
issuance of the license approved by the legislature is a final administrative action on
the date the license is issued for purposes of appeal to the superior court.

(c) If a resolution approving the issuance of the license does not pass both
houses of the legislature within the time specified in (b) of this section, the
commissioners may request new applications for a license under AS 43.90.130.

Sec. 43.90.210. Certification by regulatory authority and project sanction,
(@ A licensee that is awarded a certificate of public convenience and necessity for the
project by the Federal Energy Regulatory Commission if the project is engaged in
interstate commerce, or the Regulatory Comm”sion of Alaska if the project is not
engaged in interstate commerce, shall accept the certificate when all rights of
administrative appeal relating to the certificate have expired.

(b) If the 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 Federal Energy Regulatory Commission or the Regulatory

Commission of Alaska, as applicable.
(c) If the licensee does not have credit support sufficient to finance

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

' shall sanction the project within five years after the effective date of the certificate of

i public convenience and necessity issued by the Federal Energy Regulatory
I Commission or the Regulatory Commission of Alaska, as applicable.
4 (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
Regulatory Commission of Alaska, as appropriate, to abandon and transfer the
N 9) certificate to the state or the state’s designee; and
Oc (2) assign to the state's designee all project data] engineering designs,
11 contracts, and permits“cquired by the licensee as of the date of the abandonment or
\12 transfer.
13 (e) The transfer of any certificate or material as a result of failure to comply
14 with (a) or (b) of this section is at no cost to the state or the state's designee. A transfer
15 under (c) of this section is at the licensee's net cost.
16 () For purposes of this section, the effective date of the certificate of public
17 convenience and necessity issued by the Federal Energy Regulatory Commission or
18 the Regulatory Commission of Alaska is the date when all rights of administrative
19 appeal relating to the certificate have expired.
20 Sec. 43.90.220. Amendment of or modification to the project plan. Subject
21 to the approval of the commissioners, a licensee may amend or modify its project plan
22 if the amendments or modifications are necessary as a result of changed circumstances
23 outside the licensee's control and not reasonably foreseeable before the license was
24 issued. An amendment or modification approved under this section must be consistent
25 with the requirements of AS 43.90.140 and may not diminish the value to the state of
26 the project or the project's likelihood of success.
27 Sec. 43.90.230. Records, reports, conditions, and audit requirements, (a) A
28 licensee shall maintain complete and accurate records of all expenditures and
29 commitments of state money received under this chapter, including receipts and
30 records showing the payment or cost of purchased items and services, the names and
3l addresses of the sellers and service providers, and the dates of service or delivery.
104(RES) 14
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(b) Upon reasonable notice, the commissioners may audit the records, books,
and files of the entity receiving the state money or making the expenditures and
commitments of money received from the state under this chapter.

(c) The commissioners may do the following with respect to information
relating to the project: conduct hearings or other investigative inquiries; compel the
attendance of witnesses and production of documents; and require the licensee to

furnish information in paper copy or electronic format.
(d) After a license has been issued and until commencement of commercial

operations of a natural gas pipeline, the licensee shall allow the commissioners to have
a representative present at all meetings of the licensee's governing body and equity
holders that relate to the project, to receive all relevant notices and information sent to
the governing body and equity holders, to receive the same access to information
about the licensee as the governing body members and equity owners receive, and to
receive additional 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. 43.90.240. License violations; damages, (a) A licensee is in violation of
the license if the commissioners determine that the licensee has

(1) committed state money received under this chapter for purposes
other than those set out in AS 43.90.110(1);

(2) substantially departed from the specifications set out in the
application without state approval of a project plan amendment or modification under
AS 43.90.220;

(3) violated any provision of this chapter or any other provision of

state or federal law material to the license; or
(4) otherwise violated a material term o, the license.

(b) The commissioners shall provide written notice to the licensee identifying

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

notice is issued to resolve the violation informally.
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(¢) 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, after providing
the licensee with notice and opportunity to be heard, make a written determination
regarding the violation. The written determination made under this subsection is the
final agency action for purposes of appeal to the court under the Alaska Rules of
Appellate Procedure.

(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 ofwhether the licenseehas expended or
committed that money;

(3) license revocation;

(4) assignment to the state or the state's designee of all engineering
designs, contracts, permits, and other data related totheproject that areacquired by
the licensee during the term of the license; and

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

Article 3. Resource Inducement; Alaska Gasline Inducement Act Coordinator.

Sec. 43.90.300. Qualification for resource inducement. Notwithstanding any
contrary provision of law, a lessee or other person that demonstrates to the
commissioners' satisfaction that the person has committed to acquire firm
transportation capacity in the first binding open season of the project is qualified to
receive the resource inducement set out in AS 43.90.310 and 43.90.320 for the gas
shipped in firm transportation capacity acquired in the first binding open season of the
project. The inducements set out in AS 43.90.310 and 43.90.320 are contractual.

Sec. 43.90.310. Royalty inducement (a) Before the beginning of the first

binding open season to be conducted by the licensee, the commissioner of natural
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resources shall adopt regulations to establish a method to determine the monthly value
of the state's royalty share of gas production and establish terms under which the state
will exercise its right to switch between taking its royalty in value or in kind for gas
committed for firm transportation in the first binding open season of the project. The

regulations must
(1) minimize retroactive adjustments to the monthly value of the state's

royalty share of gas production;

(2) contain provisions to establish a fair market value for each
component of the state’s royalty gas that are based on pricing data from reliable and
widely available industry trade publications and use appropriate adjustments to reflect

(A) deductions for actual and reasonable transportation costs
for the state's royalty gas, including a fair share of the costs associated with
unused capacity commitments on pipelines from the North Slope of this state
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

actions do not unreasonably A

(A) cause the lessee or other person to bear disproportionate

transportation costs with respect to the state’s royalty gas; \v «)
. |
(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

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

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

under (a) of this section for natural gas transported on a firm contract negotiated

. o17- CSSB 104(RES)
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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 reflect the election
under this paragraph and incorporate into the lease, the terms of the relevant

regulations as fixed contract terms; and
(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;

2 to enter a contract with the state that amends the existing lease
terms by extending the required period of notice that 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.

(© 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 43.90.140(7) A

(if the Federal Energy Regulatory Commission does not have a rebuttable presumption
in effect that rolled-in rate treatment applies to the cost of the expansion of the project.
The agreement not to protest may not preclude the lessee or other qualified person, or
the lessee's or other person's affiliates, successors, assigns, and agents from protesting
a filing to roll in mainline expansion costs that licensee is not required to propose and

support under AS 43.90.140(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 of the project to determine whether the

regulations continue to meet the requirements of (a)(1) of this section under current
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conditions, and shall amend the regulations when the requirements are not being met.

(e) No provision of this chapter precludes the election set out in (b) of this

section, 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.

Sec. 43.90.320. Gas production tax exemption, (a) If a person qualified for
resource inducement under AS 43.90.300 agrees under (c) of this section, the person is
entitled to an annual exemption from the state's gas production tax in an 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 conclusion 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 commissioner of revenue shall issue the exemption under this section
in a certificate signed by the person and the commissioner, and the certificate
constitutes a contract between the person and the state; the certificated exemption may
be applied within 10 years immediately following commencement of commercial
operations of the project only to production taxes that are levied on North Slope gas
shipped through firm transportation capacity the person acquired during the first
binding open season.

(c) The exemption certificate issued under (b) of this section shall contain a
contractual commitment that the person, and the person's affiliates, successors,
assigns, and agents, will not protest or appeal a filing by the licensee to roll in
mainline expansion costs up to the level that the licensee is required to propose and
support under AS 43.90.140(7) if the Federal Energy Regulatory Commission does
not have a rebuttable presumption in effect that rolled-in rate treatment applies to the
cost of the expansion of the project. The contractual commitment 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 43.90 140(7).

Article 4. Alaska Gasline Inducement Act Coordinator; Expedited Agency Review;
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Alaska Job Development Program.

Sec. 43.90.400. Alaska Gasline Inducement Act coordinator, (a) The
governor shall appoint, subject to legislative confirmation, an Alaska Gasline
Inducement Act coordinator. The Alaska Gasline Inducement Act coordinator
terminates one year after commencement of commercial operations of the project.

(b) The Alaska Gasline Inducement Act coordinator shall

(1) coordinate expeditious performance of ail activities by state

agencies with respect to the project;
(2) ensure compliance by state agencies with the provisions of this

chapter; and
(3) coordinate with the federal coordinator for natural gas

transportation projects in this state.

Sec. 43.90.410. Expedited review and action by state agencies, (a) All
reviews conducted and actions taken by a state agency relating to a project shall be
expedited in a manner consistent with the completion of the necessary approvals in
accordance with this chapter.

(b) Notwithstanding any contrary provision of law, a state agency may not
include in any project certificate, right-of-way, permit, or other authorization issued to
the licensee any term or condition that is not required by law if the Alaska Gasline
Inducement Act coordinator determines that the term or condition would prevent or
impair in any significant respect the expeditious construction and operation or
expansion of the project.

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

Sec. 43.90.420. 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 ether gas pipeline-related positions.
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Article 5. Miscellaneous Provisions.

Sec. 43.90.500. Alaska Gasline Inducement Act matching contribution
fund; disbursements; audits, (a) There is established in the general fund an Alaska
Gasline Inducement Act matching contribution fund. The fund consists of money
appropriated to it by the legislature for disbursement to pay the state's matching
contributions under AS 43.90.110. Appropriations to the fund do not lapse under

AS 37.25.010, but remain in the fund for future disbursements.
(b) The Department of Revenue shall manage the fund, and may invest money

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

(c) The commissioners shall adopt regulations that provide for application to
receive matching contributions for qualified expenditures as provided under
AS 43.90.110, and that provide for periodic audits of the use of money disbursed as
matching contributions under this chapter.

(d) Within 10 days after the convening of each regular session of the
legislature, the commissioners shall submit to the legislature a report that lists all the
disbursements from the fund in the preceding year with a written justification of each
disbursement and the projected amount of money that will be needed for matching
contributions in each of the next three fiscal years.

Sec. 43.90.510. Regulations. The commissioners may jointly adopt
regulations for the purpose of implementing the provisions of this chapter. The
commissioner of revenue may change regulations adopted under existing authority in
this title as necessary to implement the provisions of this chapter. The commissioner
of natural resources may change regulations adopted under existing authority in AS 38
as necessary to implement the provisions of this chapter.

Sec. 43.90.520. Statute of limitations. A person may not bring a judicial
action challenging the constitutionality of this chapter or a license unless the action is
commenced in a court of proper jurisdiction in this state within 90 days after the date

that a license was issued.
Sec. 43.90.530. Interest When a payment due to the state under this chapter
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becomes delinquent, the payment bears interest in a calendar quarter at the annual rate
of five percentage points above the annual rate charged member banks for advances by
the 12th Federal Rese”e District as of the first day of that calendar quarter, or at the
annual rate of 11 percent, whichever is greater, compounded quarterly as of the last
day of that quarter.

Sec. 43.90.540. Licensed project assurances. 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 operation of the project. If, before the commencement of commercial
operation of the project, the state extends to another person preferential royalty, tax, or
monetary treatment 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 of the reasonable costs that the licensee has
incurred in developing the licensee's project as of the date that the state first extended
preferential treatment to another person. Upon payment by the state of the amount
owed under this section, the licensee sheU, at no cost to the state, assign to the state or
the state's designee all|project data, engineering designs, contracts, and permits related
to the project that are acquired by the licensee during the term of the license. In this
section, "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.

Sec. 43.90.550. Assignments, (a) A licensee may transfer all or part of the
license, including the rights and obligations arising under the license, if

(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 licenseor diminish the likelihood of success of the project or the value of the

license to the state.
(b) Notwithstanding the commissioners’ approval of a transfer of all or part of
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a license under (a) of this section, the transferor of the license remains subject to the
requirements of AS 43.90.230 regarding all state money received by the licensee

before the effective date of the transfer.
(© A person may transfer that person’ rights to the royalty inducement under

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

Sec. 43.90.560. 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. 43.90.570. Severability. Under AS 01.10.030, if any provision of this
chapter, or the application of it to any person or circumstance, is held invalid, the
remainder of this chapter and the application of it to other persons or circumstances
are not affected.

Article 6. 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, oris
under common control with a person; "affiliate™ includes a division that operates as a

functional unit;
(2) "Alaska Gasline Inducement Act coordinator" means the person

appointed under AS 43.90.400:

(3) "commencement of commercial operations"” means the first flow of
gas in the project that generates revenue to the owners;

(4) "commissioners" means the commissioner of revenue and the
commissioner of natural resources, acting jointly;

(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 10 percent or more;

23- CSSB 104(RES)
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(6) "equity holder" means the
(A) stockholders of a corporation;
(B) members of a limited liability company;
(C) partners of a partnership;
(D) joint venturers of ajoint venture;
(E) members of a governmental authority and similar persons;
or
(F) holders of any other entity or person;

(7) "gas processing™ means post-production treatment of gas 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, ajoint
venturer's joint venturers, a governmental authority's board or council members, and
similar entities;

(9) "lease" means an oil and gas, or gas, lease issued by this state;

(10) "lessee™ means a person that holds a working interest in an oil and
gas, or gas, lease issued by this state;

(11) "license" means a license issued under this chapter;

(12) "licensee" means the holder of a license issued under this chapter

and all affiliates, successors, assigns, and agents of the holder;
(13) "North Slope™ means the area of Alaska north of 68 degrees North

latitude;
(14) "project” means a natural gas pipeline project authorized under a

license issued under this chapter,
(15) "r.“urse rates" means cost-based rates with a minimum and

maximum range that are approved by the Federal Energy Regulatory Commission, the
Regulatory Commission of Alaska, or the National Enrrgy Board of Canada, as
appropriate, and set out in the pipeline's tariff; "recourse rates" includes only those

rates that the pipeline must make available to all shippers;
(16) "sanction” means financial commitments to go forward with the

project as evidenced by entering into financial commitments of at least

CSSB 104(RES) -24-

New Text Underlined [DELETED TEXT BRACKETED]



WORK DRAFT WORK DRAFT 25-GS1060M

$1,000,000,000 with third parties;
(17) "under common control with" has the meaning given ’control” in

this section;
(18) "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 be cited as the Alaska Gasline

Inducement Act.
* Sec. 2. AS 36.30.850(b) is amended by adding a new paragraph to read:

(45) contracts for an arbitration panel to determine abandonment of a
project under AS 43.90.120, 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 43.90.400.

* 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 expected to constitute an unwarranted
invasion of the personal privacy of a suspect, defendant, victim, or witness;

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

(E) would disclose confidential techniques and procedures for
law enforcement investigations or prosecutions;

(F) would disclose guidelines for law enforcement
investigations or prosecutions if the disclosure could reasonably be expected to
risk circumvention of the law; or

(G) could reasonably be expected to endanger the life or
physical safety of an individual;

(7) names, addresses, and other information identifying a peron 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;

(10)  records or information pertaining to a plan, program, or
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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© 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;

(11) 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 or a trade secret in accordance with
AS 43.90.160:
(B) applications that are received under AS 43.90 until
notice is published under AS 43.90.170.
* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
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CS version M passed SRES this afternoon.
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Please prepare a final to be delivered to the Senate Secretary tomorrow in time

for the morning floor session. VS "M" passed with agreed upon technical adjustments which you
have noted, including: language changes regarding “project data™ on page 14 lines 10 & 11, and on
page 22 lines 19 & 20. The "data" language should read as it does on page 16 line 19. Also, add word
"matching" for parallel construction on page 2, line 23.

Thank you very much for all your excellent counsel and apologies for any sleep deprivation caused
bv this committee.
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Summary of Federal Agency Permits

and Approvals

Federal Energy Regulatory
Commission

m Certificate of Public Convenience
and Necessity

m NEPA
US Bureau of Land Management
m Grant of Right of Way

m Archaeological Resources

US Fish &Wildlife Service
m Incidental Take Permit
m ESA
m Land Use
US Environmental Protection
Agency
m SPCC Plan
m Storm Water Plans
m RCRA Storage & Disposal
m NPDES Permits

US Army Corps of Engineers
m Section 404 Permit
m Section 10 Permit

US Department of Homeland
Security

a UScoast cuard Navigable
Waters Construction

Department of Defense
m Land Use

Federa_l Qommunications
Commission

m Communications Towers
Federal Aviation Administration
m Airport Use & Operations

Others



Summary of State of Alaska Permits and

Approvals

Department of Natural Resources (DNR) . Department of Environmental
*  Material Sales Contract Conservation
m Land Use Permits m Oil Discharge / Spill Prevention
m Water Use Permits Air Quality
m RightofWay Lease (AS 38.35) Title V Air Pernmit
m RightsofWay (AS 38.05) Water and Sewage
DNR Office of History & Archaeology - Solid Waste Disposal
m State Historic Preservation Office m Food Sen/ice
m Cultural and Archaeological Clearances . Department of Transportation & Public
m Field Survey Permits Facilities
m Section 106 NHPA m Utility Permits

DNR Office of Habitat Management & m Driveway Permits
Permitting . Alaska Oil & Gas Conservation

m Title 41 Fish Habitat Permits Commission
m Fish Passage Installation " UIC Class Il Injection Disposal Well

DNR Office of Project Management &

. Department of Revenue

Permitting m AGIA
m Alaska Coastal Management Program - . Department of Commerce, Community &
Coastal Zone Consistency Review Economic Development

m Regulatory Commission Approval
. Department of Fish and Game
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