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AMENDMENT

OFFERED IN THE SENATE _ BY SENATOR WAGONER
TO: CSSB 287(RES), Draft Version "R"

Page 5, following line 13:
Insert a new subsection to read:
"(e) The exemption in AS 42.40.920(b)(6) does not apply to the North Slope

natural gas pipeline project authorized by this section.”




ALASKA STATE LEGISLATURE

Session
State Capitol Building, Room 125
Juneau, Alaska 99801-1182
Phone (907) 465-2995
Fax (907) 465-6592

Chair
Senate Special Committee on Energy
Senate Committee on World Trade,
Technelogy and Innovations

Co-Chair

Interi Senate Resources Committee
erim

716 West Fourth Avenue, Suite 430
Anchorage, Alaska 99501
Phone (907} 269-0250

Fax (907) 269-0249 SENATOR LESIL MCGUIRE

Member
Senate Judiciary Committee

Changes to Senate Bill 287: 26-LS 1467\R in CS SB 287: 26-LS1467\E

Please note that this analysis is not an authoritative interpretation of changes to the bill. The bill
itself is the best statement of its contents.

The following references are to the R version of SB 287

Section 1 The following changes were made to the Findings and Purposes section:
1. Page 2, line 1: following “significant” inserted “short term”
2. Page 2, line 8: deleted “developing” and inserted “studying”
3. Page 2, line 14: deleted “will result in” and inserted “is necessary for”
4. Page 2, lines 26-29: deleted all material and renumbered accordingly.
5. Page 2, line 30: deleted “achieve construction of” and inserted “to advance

to the point of project sanction”

Section 2 The following changes were made to AS 42.40.560
1. Page 3, line 22: following “cither or both of these sources” inserted “or

from any other source of natural gas.”
2. Page 4, line 1: inserted a reference to AS 43.90 (AGIA)

Section 4 The following changes were made to AS 42.40.560
1. Page 4, inserted a new subsection (d)(1) directing the Alaska Railroad
Corporation to establish a subsidiary of the corporation to perform the
work described in this subsection.
2. Page 4, line 6: deleted “acquisitions” and inserted “authorizations”
3. Page 4, lines 20-31 through page 5, lines 1-13: inserted new language
recommended by Department of Law regarding right-of-way issues.

Section § The following changes were made to the provisions in the uncodified law

1. Page 5, line 29: following “2010” inserted “any initial” and following “the
project” inserted “to the Governor and the presiding officers of each house
of the legislature.”

2. Page 6, line 14-22: deleted all material.

3. Page 6, line 30: changed “and” to “or” and inserted new subsection
(c)(1)(C) allowing the project to be cancelled due to “other
circumstances.” ' '

4. Page 6, line 31: inserted a new subsection clarifying that the Legislature
expresses its approval by a concurrent resolution.
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CS FOR SENATE BILL NO. 287(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SIXTH LEGISLLATURE - SECOND SESSION
BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATORS MCGUIRE, Davis

A BILL
FOR AN ACT ENTITLED
"An Act amending the powers and duties of the Alaska Railroad Corporation related to
the exercise of authority to purchase, transport, and sell natural gas produced on the
North Slope for in-state use, and transferring exclusive and primary responsibility for
the initiation and development of that project to that corporation; and providing for an

effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section
to read: "
LEGISLATIVE FINDINGS AND PURPOSE. (a) The legislature finds that
(1) by 2018, dcclipiﬁg. oil flow through the Trans Alaska Pipeline System will
sertously diminish state revenue; - |
(2) Cook Inlet natural gas reserves are depleting at a rate that could cause

significant short-term shortages for residential and commercial gas users in Southcentral

-1- CSSB 287(RES)
New Text Underlined [DELETED TEXT BRACKETED]




R = N - B = Y T R b

LS S o I e o o R R N e G T o B T T e S e e S Ve S
B - o N~ R = T ¥ e - R = R -« R L = S & R v -~

L
4010

WORK DRAFT WORK DRAFT 26-LS1467T\E

Alaska by 2013;

(3) a proposed natural gas pipeline to deliver North Slope gas reserves to the
North American domestic gas pipeline grid at a connection in central Alberta will not produce
revenue for the benefit of the state before 2020;

(4) the state's significant reserves of natural gas should be made available on a
priority basis in the state to enhance employment opportunities, expand the state's economy,
and supply a significant portion of community energy needs;

(5) the Alaska Natural Gas Development Authority is studying a pipeline spur,
aggregating in-state demand for natural gas, and facilitating delivery of natural gas and
natural gas liquids to Alaskans; and

(6) in light of competing demands for future uses of the state's North Slope
natural gas reserves, an aggressive effort involving planning, permitting, and coordination of
information sharing, of necessary agreements and commitments, and commercial negotiations
among interested parties is necessary for completion of construction of an in-state natural gas
pipeline that will provide significant direct benefit to the people of the state at the earliest
possible date.

(b) Itis the purpose of this Act

(1) to give general direction to the Alaska Railroad Corporation, an agency
that enjoys express authority to acquire, construct, improve, maintain, equip, and operate a
natural gas pipeline and related facilities for the transportation of natural gas recovered from
the North Slope without regard to whether the facilities are or will be owned in whole or in
part by the corporation or located on land owned by the corporation, to plan and develop
construction of a high pressure in-state natural gas pipeline of appropriate diameter between
Alaska's North Slope and Cook Inlet sufficient to provide for the distribution of natural gas
for residential and commercial purposes at locations along the pipeline route; and

(2) to advance to the point of project sanction an in-state natural gas pipeline
that will provide significant direct benefit to the people of the state at the earliest possible
date,

* Sec. 2. AS 42.40.460 is amended by adding a new subsection to read:

(1) The provisions of AS 42.40.560(d) prevail over the provisions of this

section for the purpose of development of the North Slope natural gas pipeline project

CSSB 287(RES) 2
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described in that section.

* Sec. 3. AS 42.40.560 is amended to read:

Sec. 42.40.560. North Slope natural gas pipeline, The corporation may
provide [FINANCING] for the acquisition, construction, improvement, maintenance,
equipping, and operation of a natural gas pipeline and related facilities, and for the

financing of the pipeline project and related facilities, for the transportation of
natural gas recovered from the North Slope of this state without regard to whether the

facilities are or will be owned in whole or in part by the corporation or located on land

owned by the corporation. The authority provided by this section is limited to the
project popularly identified as the Stand-Alone Pipeline Project, or Stand-Alone
ProiecE_ that

{1) proposes to develop a gas pipeline system to transport natural
gas, and possibly additional natural gas liguids to markets in the Anchorage bowl
area, and the Kenai Peninsula, and to additional customers along the
transportation routé;

(2) _contemplates the commercial development of two primary
sources of natural gas, the Prudhoe Bay Central Gas Facility and the Gubik gas

- field located in the northern foothills of the Brooks Range, and allows for use of

gas from either or both of those gas sources or from any other source of natural
gas;

3 rojects a pipeline system routing generally along the state's

existing transportation corridors between the North Slope and Southcentral
Alaska, starting from each potential gas source location, making its way to the
Trans Alaska Pipeline System and Dalton Highway corridor, generally
paralleling that corridor from the North Slope to the vicinity of Livengood, north
of Fairbanks, and continuing to the Cook Inlet area, using one of two routes that
are the existing transportation corridors between Fairbanks and Cook Inlet: the
Parks Highway and the Richardson and Glenn Highways; and

(4) is compatible but not competitive with the project described in
and authorized b m the project described in and authorized b

AS 43.90.

-3- CSSB 287(RES)
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* Sec. 4. AS 42.40.560 is amended by adding new subsections to read:

(b) In the exercise of its authority under (a) of this section for a North Slope
natural gas pipeline project, the corporation shall

(1) establish, maintain, and operate a subsidiary of the corporation to
perform the work described in this section;

(2) aggressively pursue the acquisition of all necessary federal permits
and authorizations essential for the development and operation of the project;

(3) provide monthly reports to the presiding officers of each house of
the legislature and to the governor on the corporation's activities relating to the
project;

(4) initiate a cost study for construction of a gas-to-liquids facility; in
the exercise of its authority under this paragraph, the corporatidn may arrange for
essential engineering and design work; and

(5) initiate efforts to identify and develop in-state markets for the
natural gas to be delivered by the project and, to the extent necessary to ensure the
long-term feasibility of the project, work to identify and develop overseas markets for
the gas.

. (¢) Subject to AS 36.30.015(¢), the board may provide that all or any portion
of the project described in this section shall be subject to competitive sealed bid or
competitive sealed proposal procedures.

(d) To fulfill its obligations under this section, the corporation shall identify
all or a portion of a proposed natural gas pipeline transportation corridor:

(1) to the maximum extent possible consistent with ensuring the long-
term feasibility of the project, the corporation shall make reasonable efforts to locate
the proposed corridor between Fairbanks and the Kenai Peninsula on its land;

(2) notwithstanding any contrary provision of law, the Department of
Natural Resources shall grant the corporation a right-of-way lease under AS 38.35 for
the transportation corridor identified under (1) of this subsection if

(A) the corporation submits a complete right-of-way lease
application under AS 38.35.050;

(B) the lease application is made the subject of notice and other

CSSB 287(RES) 4-

New Text Underlined [DELETED TEXT BRACKETED]




L= - - B R e Y R - o

W W N BN RN N RN NN RNR) e e e e e e et ek e e
i~ I ~ < B B = S ¥, T S L B S R e B e R« T = A ¥ D - L ¥ B O R v

WORK DRAFT WORK DRAFT 26-LS146T\E

reasonable and appropriate publication requirements under AS 38.35.070; and
(C) the corporation agrees to be bound by the right-of-way

lease covenants set out in AS 38.35.120;

(3) notwithstanding any contrary provision of law, a right-of-way lease
granted under (2) of this subsection is subject to AS 38.05, except that the best interest
findings requirements of AS 38.05 do not apply to a lease made under this subsection.

* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
read:

ALASKA RAILROAD CORPORATION: TRANSITIONAL PROVISIONS
AFFECTING OBLIGATIONS UNDER AS 42.40.560. (a) Subject to {c) of this section, in
discharging its obligations under AS 42.40.560(b)(2), enacted by sec. 4 of this Act, the Alaska
Railroad Corporation shall

(1) initiate permit and acquisition applications in accordance with the federal
permit schedule that was provided to the legislature by the Office of the Governor on or about
December 15, 2009,

(2) seek letters of intent from buyers and sellers of natural gas to ship gas
using the facilities of the project and, from information obtained, by February 15, 2011,
define the project parameters that would allow the project to be commercially viable; 7

(3) seek letters of interest from private pipeline construction and operating
companies to develop the project; the work under this paragraph should be initiated between
November 15, 2010, and shall be completed by March 15, 2011;

(4) prepare and submit to the governor and the presiding officer of each house
of the legislature, by December 15, 2010, any initial legislation necessary to advance the
project;

(5) identify or define and submit to the legislature, not later than January 15,
2011, the corporation's estimates of any long-lead time cost items or work tasks to achieve an
early start-up for the project;

(6) prepare a final bankable feasibility document; the work under this
paragraph should be initiated by July 1, 2011, and shall be completed by June 30, 2012; and

(7) unless otherwise provided in the monthly report required by
AS 42.40.560(b)(3), enacted by sec. 4 of this Act, prepare and submit a report at each of the

. -5- CSSB 287(RES)
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dates set out in (1) - (6) of this subsection to the governor, the speaker of the house of
representatives, and the president of the senate.

(b) The parties having responsibility for contracts, permit and acquisition
applications, and studies in progress on the effective date of this Act entered into by the
Office of the Governor or a state agency shall transfer those obligations and initiatives to the
Alaska Railroad Corporation. Transfer of those obligations and initiatives may not be
unreasonably delayed.

(¢) The corporation shall cease its activities under this section and AS 42.40.560, as
amended by secs. 3 and 4 of this Act, if the corporation receives a communication that

(1) the govemor, after setting out with particularity the reasons that support
the decision, has entered a finding that
(A) an agreement has been entered into that will result in construction

of the project described in AS 43.90;

(B) construction of the project described in this section would prevent
initiation and completion of the project described in AS 43.90; or
(C) other circumstances warrant cessation of activities under this

section and AS 42.40.560;

(2) the legislature expresses its approval of the finding of the governor made
ent resolufon.

under July 1, 2010.

under (1) of this subsection by.cong

* Sec. 6. This Act takes effect/imm

CSSB 287(RES) -6-
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AMENDMENT

OFFERED IN THE SENATE
TO: CSSB 287(RES), Draft Version "E"

Page 4, line 13, following "work;":

Delete "and"

Page 4, line 17, following "gas":

Insert "; and
' (6) commit to negotiate, before construction of the natural gas pipeline
project begins, a project labor agreement to the maximum extent permitted by law; if
the corporation determines that the natural gas pipeline project is to be constructed by
a private pipeline construction company or companies, the corporation shall
incorporate the requirements of this paragraph into its construction contract agreement
as a binding commitment applicable to the corporation's contractors; in this paragraph,
"project labor agreement” means a comprehensive collective bargaining agreement
between the corporation or, if construction is to be undertaken by one or more private
pipeline construction companies, the corporation's contractor or contractors and the

appropriate labor representatives to ensure expedited construction with labor stability

for the natural gaé pipeline project by qualified residents of the state"

-1-
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AMENDMENT )é‘,%

OFFERED IN THE SENATE BY SENATOR WAGONER
TO: CSSB 287(RES), Draft Version "R"

Page 5, following line 13:
Insert a new subsection to read:
"(€) The exemption in AS 42.40.920(b)(6) does not apply to the North Slope

natural gas pipeline project authorized by this section."

-1-
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AMENDMENT

OFFERED IN THE SENATE
TO: CSSB 287(RES), Dratt Version "R"

Page 4, line 12, following "work;":

Delete "and"

Page 4, line 16, following "gas":

Insert "; and

(5) commit to negotiate, before construction of the natural gas pipeline
project begins, a project labor agreement to the maximum extent permitted by law; if
the corporation determines that the natural gas pipeline project is to be constructed by
a private pipeline construction company or companies, the corporation shall
incorporate the requirements of this paragraph into its construction contract agreement
as a binding commitment applicable to the corporation's contractors; in this paragraph,
"project fabor agreement" means a comprehensive collective bargaining agreement
between the corporation or, if construction is to be undertaken by one or more private
pipeline construction companies, the corporation's contractor or contractors and the
appropriate labor representatives to ensure expedited construction with labor stability

for the natural gas pipeline project by qualified residents of the state”
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Session
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Chair
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Fax (907) 269-0249 SENATOR LESIL MCGUIRE

Member
Senate Judiciary Committee

Sectional Analysis of Senate Bill 287: 26-LS 1467\A

Please note that a sectional analysis is not an authoritative interpretation of a bill. The bill itself is
the best statement of its contents.

Section 1 of the bill establishes legislative findings and provides the general purpose of the
act.

Section 2 of the bill amends AS 18.56.086 to authorize the Alaska Housing Finance
Corporation to create subsidiary corporations to finance or facilitate the financing
of the project described in section 5.

Section 3 of the bill provides a broad authority to the Alaska Housing Finance Corporation,
or a subsidiary thereof, working with the Alaska Railroad, to finance or facilitate
the financing of the project described in section 5.

Section 4 of the bill clarifies that the provisions in subsection (d) of section 5 supersede
other land transfer processes set out in current law.

Section 5 of the bill expands the authority of the Alaska Railroad under AS 42.40.560 in
relationship to financing a natural gas pipeline project, provides direction for the
management of a project and directs the Railroad to identify a right-of-way for the
project. Section 5 also directs the Department of Natural Resources to convey the
selected land and waives the best interest findings of AS 38.05.

Section 6 of the bill amends uncodified law by providing further direction for the transfer of
responsibility for the Alaska Stand Alone Pipeline project to the Alaska Railroad.

Section 7 of the bill provides an immediate effective date.

Prepared By: Michag! Pawlowski, Aide to Senator McGuire
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CS FOR SENATE BILL NO. 287(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SIXTH LEGISLATURE - SECOND SESSION
BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATORS MCGUIRE, Davis

A BILL
FOR AN ACT ENTITLED
"An Act amending the powers and duties of the Alaska Railroad Corporation related to
the exercise of authority to purchase, transport, and sell natural gas produced on the
North Slope for in-state use, and transferring exclusive and primary responsibility for
the initiation and development of that project from the Office of the Governor and the

Department of Natural Resources to that corporation; and providing for an effective

I date."

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

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section
to read:
LEGISLATIVE FINDINGS AND PURPOSE. (a) The legislature finds that
(1) by 2018, declining oil flow through the Trans Alaska Pipeline System will
seriously diminish state revenue; |

(2) Cook Inlet natural gas reserves are depleting at a rate that could cause

-1- CSSB 287(RES)
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significant shortages for residential and commercial gas users in Southcentral Alaska by 2013;
(3) a proposed natural gas pipeline to deliver North Slope gas reserves to the
North American domestic gas pipeline grid at a connection in central Alberta will not produce
revenue for the benefit of the state before 2020; '
(4) the state's significant reserves of natural gas should be made available on a

priority basis in the state to enhance employment opportunities, expand the state's economy,

and supply a significant portion of community energy needs;
" (5) the Alaska Natural Gas Development Authority is developing a pipeline
spur, aggregating in-state demand for natural gas, and facilitating delivery of natural gas and

natural gas liquids to Alaskans; and

(6) in light of competing demands for future uses of the state’s North Slope
natural gas reserves, an aggressive effort involving planning, permitting, and coordination of
information sharing, of necessary agreements and commitments, and commercial negotiations
among interested parties will result in completion of construction of an in-state natural gas
pipeline that will provide significant direct benefit to the people of the state at the earliest
possible date.

(b) It is the purpose of this Act

(1) to give general direction to the Alaska Railroad Corporation, an agency
that enjoys express authority to acquire, construct, improve, maintain, equip, and operate a
natural gas pipeline and related facilities for the transportation of natural gas recovered from
the North Slope without regard to whether the facilities are or will be owned in whole or in
part by the corporation or located on land owned by the corporation, to plan and dcvcldp
construction of a high pressure in-state natural gas pipeline of appropriate diameter between
Alaska's North Slope and Cook Inlet sufficient to provide for the distribution of natural gas
for residential and commercial purposes at locations along the pipeline route; _

(2) to transfer the exclusive and primary responsibility for the development of
the project described in (1) of this subsection, for which money was appropriated by sec. 19,
ch. 14, SLA 2009, from the Office of the Governor and the Department of Natural Resources
l to the parties identified in this Act; and
(3) to achieve construction of an in-state natural gas pipeline that will provide

significant direct benefit to the people of the state at the earliest possible date.

CSSB 287(RES) 2-
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* Sec. 2. AS 42.40.460 is amended by adding a new subsection to read:

() The provisions of AS 42.40.560(d) prevail over the provisions of this
section for the purpose of development of the North Slope natural gas pipeline project

described in that section.

* Sec. 3. AS 42.40.560 is amended to read:

Sec. 42.40.560. North Slope natural gas pipeline. The corporation may
provide [FINANCING] for the acquisition, construction, improvement, maintenance,
equipping, and operation of a natural gas pipeline and related facilities, and for the

financing of the pipeline project and related facilities, for the transportation of

natural gas recovered from the North Slope of this state without regard to whether the
facilities are or will be owned in whole or in part by the corporation or located on land

owned by the corporation. The authority provided by this section is limited to the
project popularly identified as the Stand-Alone Pipeline Project. or Stand-Alone

Project, that
{1) propeses to develop a gas pipeline system to transport natural

gas, and possibly additional natural gas liquids to markets in the Anchorage bow!

area, and the Kenai Peninsula, and to additional customers along the

transportation route;

(2) contemplates the commercial development of two primary
sources of natural gas, the Prudhoe Bay Central Gas Facility and the Gubik gas
field located in the northern foothills of the Brooks Range, and allows for use of
gas from either or both of those gas sources; C

3 rojects a pipeline system routing generally along the state's

existing transportation corridors between the North Slope and Southcentral
Alaska, starting from each potential zas source location, making its way to the

Trans_Alaska Pipeline System and Dalton Highway corridor, generally

paralleling that corridor from the North Slope to the vicinity of Livengood, north

of Fairbanks, and continuing to the Cook Inlet area, using one of two routes that

are the existing transportation corridors between Fairbanks and Cook Inlet; the
Parks Highway and the Richardson and Glenn Highways; and

{(4) is compatible but not competitive with the project deseribed i:J/

-3- CSSB 287(RES)
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and authorized by AS 41.41.

* Sec. 4. AS 42.40.560 is amended by adding new subsections to read:

(b) In the exercise of its authority under (a) of this section for a North Slope
natural gas pipeline project, the corporation shall

(1) aggressively pursue the acquisition of all necessary federal permits
and acquisitions essential for the development and operation of the project; .

(2) provide monthly reports to the presiding officers of each house of
the legislature and to the governor on the corporation's activities relating to the
project;

(3) initiate a cost study for construction of a gas-to-liquids faci.lity; in
the exercise of its authority under this paragraph, the corporation may arrange for
essential engineering and design work; and

(4) initiate efforts to identify and develop in-state markets for the
natural gas to be delivered by the project and, to the extent necessary to ensure the
long-term feasibility of the project, work to identify and develop overseas markets for
the gas. _

(c) Subject to AS 36.30.015(e), the board may provide that all or any portion
of the project described in this section shall be subject to competitive sealed bid or
competitive sealed proposal procedures.

(d) To fulfill its obligations under this section, the corporation shall identify
all or a portion of a proposed natural gas pipeline transportation corridor. To the
maximum extent possible consistent with ensuring the long-term feasibility of the
project, the corporation shall make reasonable efforts to locate the proposed corridor
between Fairbanks and the Kenai Peninsula, on its land. For land identified by the
corporation under this subsection that is not then subject to the corporation's
ownership, '

(1) the Department of Natural Resources shall promptly reserve the
entirety of the corridor across state land identified by the corporation, subject to valid
existing rights and provisions of this section;

(2) on an interim basis, the Department of Natural Resources shall

condition authorizations for activities on the reserved land to protect the right of the

CSSB 287(RES) 4-
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corporation to initiate and undertake construction of the project or other uses identified
for the land; and

(3) the Department of Natural Resources shall convey to the
corporation the state's entire interest in the land within the pipeline corridor, subject to
valid existing rights; in making the conveyance under this paragraph, the department
may reserve to the state (A) the interests required by AS 38.05.125; (B) the right of fhe
department to identify and reserve rights-of-way for potential future crossings under

AS 42.40.460(g); and (C) the authority of the department to identify, reserve,

authorize, and manage land within the pipeline corridor for future right-of-way leases

and uses under AS 38.35; the conveyance of land under this paragraph shall be
without cost to the corporation except for the direct administrative costs of the
department; the best interest findings requirements of AS 38.05 do not apply to
reservations and conveyances made under this subsection.
* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
read:

ALASKA RAILROAD CORPORATION: TRANSITIONAL PROVISIONS
AFFECTING OBLIGATIONS UNDER AS 42.40.560. (a) Subject to (d) of this section, in
discharging its obligations under AS 42.40.560(b)(1), enacted by sec. 4 of this Act, the Alaska
Railroad Corporation shall

(1) initiate permit and acquisition applications in accordance with the federal
permit schedule that was provided to the legislature by the Office of the Governor on or about
December 15, 2009; -

(2) seek letters of intent from buyers and sellers of natural gas to ship gas
using the facilities of the project and, from information obtained, by February 15, 2011,
define the project parameters that would allow the project to be commercially viable;

(3) seek letters of interest from private pipeline construction and operating
companies to develop the project; the work under this paragraph should be initiated between
November 15, 2010, and shall be completed by March 15, 2011;

(4) prepare and submit, by December 15, 2010, legislation necessary to
advance the project;

(5) identify or define and submit to the legislature, not later than January 15,

. CSSB 287(RES)
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2011, the corporation’s estimates of any long-lead time cost items or work tasks to achieve an
early start-up for the project;
(6) prepare a final bankable feasibility document; the work under this
paragraph should be initiated by July 1, 2011, and shall be completed by June 30, 2012; and
(7)  unless otherwise provided in the monthly report required by
| AS 42.40.560(b)(2), enacted by sec. 4 of this Act, prepare and submit a report at each of the

dates set out in (1) - (6) of this subsection to the governor, the speaker of the house of
representatives, and the president of the senate.

(b) The parties having responsibility for contracts, permit and acquisition
applications, and studies in progress on the effective date of this Act entered into 'by the
Office of the Governor or a state agency shall transfer those obligations and initiatives to the
Alaska Railroad Corporation. Transfer of those obligations and initiatives may not be
unreasonably delayed.

(¢} Unless provision is made in legislation enacted in 2010 making and transferring
appropriations to reappropriate unexpended appropriations made in 2009 to the Office of the
Governor and executive branch agencies to support an in-state North Slope natural gas
pipeline project, the Alaska Railroad Corporation may apply to the governor to transfer those
unexpended balances of appropriations for uses described in AS 42.40.560(b), as enacted by
sec. 4 of this Act. The governor may not unreasonably withhold approval of the request.

AS 37.07.080(g) does not apply to an application made under this subsection, This subsection

l constitutes legislative approval to implement the transfer of responsibilities between the

named entities as contemplated by AS 37.07.080(h). |
(d) The corporation shall cease its activities under this section and AS 42.40.560, as
amended by secs. 3 and 4 of this Act, if the corporation receives a communication that
(1} the governor, after setting out with particularity the reasons that support
N the decision, has entered a finding that

(A) an agreement has been entered into that will result in construction

of the project described in AS 43.90; and
. (B) construction of the project described in this section would prevent

initiation and completion of the project described in AS 43.90; and

(2) the legislature expresses its approval of the finding of the governor made

CSSB 287(RES) -6-
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under (1) of this subsection.

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).
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CS FOR SENATE BILL NO. 287(RES)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-SIXTH LEGISLATURE - SECOND SESSION
l BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATORS MCGUIRE, Davis

A BILL
FOR AN ACT ENTITLED
"An Act amending the powers and duties of the Alaska Railroad Corporation related to
the exercise of authority to purchase, transport, and sell natural gas produced on the
North Slope for in-state use, and transferring exclusive and primary responsibility for
the initiation and development of that project from the Office of the Governor and the 7
I |

Department of Natural Resources to that corporation; and providing for an effective

date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section
to read:
LEGISLATIVE FINDINGS AND PURPOSE. (a) The legislature finds that
(1) by 2018, declining oil flow through the Trans Alaska Pipeline System will
seriously diminish state revenue;

(2) Cook Inlet natural gas reserves are depleting at a rate that could cause |

il -1- CSSB 287(RES)
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significant shortages for residential and commercial gas users in Southcentral Alaska by 2013;

(3) a proposed natural gas pipeline to deliver North Slope gas reserves to the
North American domestic gas pipeline grid at a connection in central Alberta will not produce
revenue for the benefit of the state before 2020;

(4) the state’s significant reserves of natural gas should be made available on 2
priority basis in the state to enhance employment opportunities, expand the state's economy,
and supply a significant portion of community energy needs;

(5) the Alaska Natural Gas Development Authority is developing a pipeline
spur, aggregating in-state demand for natural gas, and facilitating delivery of natural gas and
natural gas liquids to Alaskans; and

(6) in light of competing demands for future uses of the state's North Slope
natural gas reserves, an aggressive effort involving planning, permitting, and coordination of
information sharing, of necessary agreements and commitments, and commercial negotiations
among interested parties will result in completion of construction of an in-state natural gas
pipeline that will provide significant direct benefit to the people of the state at the earliest
possible date.

(b) Itis the purpose of this Act _

(1) to give general direction to the Alaska Railroad Corporation, an agency
that enjoys express authority to acquire, construct, improve, maintain, equip, and operate a
natural gas pipeline and related facilities for the transportation of natural gas recovered from
the North Slope without regard to whether the facilities are or will be owned in whole or in
part by the corporation or located on land owned by the corporation, to plan and develop
construction of a high pressure in-state natural gas pipeline of appropriate diameter betwesn
Alaska's North Slope and Cook Inlet sufficient to provide for the distribution of natural gas
for residential and commercial purposes at locations along the pipeline route;

(2) to transfer the exclusive and primary responsibility for the development of
the project described in (1) of this subsection, for which money was appropriated by sec. 19,
ch. 14, SLA 2009, from the Office of the Governor and the Department of Natural Resources
to the parties identified in this Act; and

(3) to achieve construction of an in-state natural gas pipeline that will provide

significant direct benefit to the people of the state at the earliest possible date.

CSSB 287(RES) . 22
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* Sec. 2. AS 42.40.460 is amended by adding a new subsection to read:

(/) The provisions of AS 42.40.560(d) prevail over the provisions of this
section for the purpose of development of the North Slope natural gas pipeline project

described in that section.

* Sec. 3. AS 42.40.560 is amended to read:

Sec. 42.40.560. North Slope natural gas pipeline. The corporation may
provide [FINANCING] for the acquisition, construction, improvement, maintenanée,
equipping, and operation of a natural gas pipeline and related facilities, and for the

financing of the pipeline project and related facilities, for the transportation of
natural gas recovered from the North Slope of this state without regard to whether the

facilities are or will be owned in whole or in part by the corporation or located on land

owned by the corporation. The authority provided by this section is limited to the

project popularly identified as the Stand-Alone Pipeline Project, or Stand-Alone
Project. that

1 roposes to develop a pas pipeline system to transport natural

gas, and possibly additional natural gas liquids to markets in the Anchorage bowl

area, and the Kenai Peninsula, and to additional customers along the

transportation route;
(2) contemplates the commercial development of two primary
sources of natural gas. the Prudhoe Bay Central Gas Facility and the Gubik gas

field located in the northern foothills of the Brooks Range, and allows for use of
gas from either or both of those gas sources;

(3) projects a pipeline system routing generally along the state's
existing transportation corridors between the North Slope and Southcentral

Alagka, starting from each potential gas source location, making its way to_the
Trans Alaska Pipeline System and Dalton Highway corridor, generally
paralleling that corridor from the North Slope to the vicinity of Livengood, north
of Fairbanks. and continuing to the Cook Inlet area, using one of two routes that
are the existing transportation corridors between Fairbanks and Cook Inlet: the
Parks Highway and the Richardson and Glenn Highways; and

(4) is compatible but not competitive with the project described in

-3- CSSB 287(RES)
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and authorized by AS 41.41.

* Sec. 4. AS 42.40.560 is amended by adding new subsections to read:

(b) In the exercise of its authority under (a) of this section for a North Slope
natural gas pipeline project, the corporation shall

(1) aggressively pursue the acquisition of all necessary federal permits
and acquisitions essential for the development and operation of the project;

(2) provide monthly reports to the presiding officers of each house of
the legislature and to the governor on the corporation's activities relating to the
project;

(3) initiate a cost study for construction of a gas-to-liquids facility; in
the exercise of its authority under this paragraph, the corporation may arrange for
essential engineering and design work; and

(4) initiate efforts to identify and develop in-state markets for the
natural gas to be delivered by the project and, to the extent necessary to ensure the
long-term feasibility of the project, work to identify and develop overseas markets for
the gas.

(c) Subject to AS 36.30.015(e), the board may provide that all or any portion
of the project described in this section shall be subject to competitive sealed bid or
competitive sealed proposal procedures.

(d) To fulfill its obligations under this section, the corporation shall identify
all or a portion of a proposed natural gas pipeline transportation corridor. To the
maximum extent possible consistent with ensuring the long-term feasibility of the
project, the corporation shall make reasonable efforts to locate the proposed corridor
between Fairbanks and the Kenai Peninsula, on its land. For land identified by the
corporation under this subsection that is not then subject to the corporation's
ownership,

(1) the Department of Natural Resources shall promptly reserve the
entirety of the corridor across state land identified by the corporation, subject td valid
existing rights and provisions of this section;

(2) on an interim basis, the Department of Natural Resources shall

condition authorizations for activities on the reserved land to protect the right of the

CSSB 287(RES) 4-
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corporation to initiate and undertake construction of the project or other uses identified
for the land; and

(3) the Department of Natural Resources shall convey to the
corporation the state's entire interest in the land within the pipeline corridor, subject to
valid existing rights; in making the conveyance under this paragraph, the department
may reserve to the state (A) the interests required by AS 38.05.125; (B) the right of the
department to identify and reserve rights-of-way for potential future crossings under

AS 42.40.460(g); and (C) the authority of the department to identify, reserve,

authorize, and manage land within the pipeline corridor for future right-of-way leases

and uses under AS 38.35; the conveyance of land under this paragraph shall be
without cost to the corporation except for the direct administrative costs of the
department; the best interest findings requirements of AS 38.05 do not apply to
reservations and conveyances made under this subsection. '
* Sec. 5. The uncodified law of the State of Alaska is amended by adding a new section to
read:

ALASKA RAILROAD CORPORATION: TRANSITIONAL PROVISIONS
AFFECTING OBLIGATIONS UNDER AS 42.40.560. (a) Subject to (d) of this section, in
discharging its obligations under AS 42.40,560(b)(1), enacted by sec. 4 of this Act, the Alaska
Railroad Corporation shall

(1) initiate permit and acquisition applications in accordance with the federal
permit schedule that was provided to the legislature by the Office of the Governor on or about
December 15, 2009;

(2) seek letters of intent from buyers and sellers of natural gas to ship gas
using the facilities of the project and, from information obtained, by February 15, 2011,
define the project parameters that would allow the project to be commercially viable;

(3) seek letters of interest from private pipeline construction and operating
companies to develop the project; the work under this paragraph should be initiated between
November 15, 2010, and shall be completed by March 15, 2011;

(4) prepare and submit, by December 15, 2010, legislation necessary to
advance the project;.

(5) identify or define and submit to the legislature, not later than January 15,

-5- CSSB 287(RES)
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2011, the corporation'’s estimates of any long-lead time cost items or work tasks to achieve an
early start-up for the project; .

(6) prepare a final bankable feasibility document; the work under this
paragraph should be initiated by July 1, 2011, and shall be completed by June 30, 2012; and

(7)  unless otherwise provided in the monthly report required by
AS 42.40.560(b)(2), enacted by sec. 4 of this Act, prepare and submit a report at each of the
dates set out in (1) - (6) of this subsection to the governor, the speaker of the house of
representatives, and the president of the senate.

(b) The parties having responsibility for contracts, permit and acquisition
applications, and studies in progress on the effective date of this Act entered into by the
Office of the Governor or a state agency shall transfer those obligations and initiatives to the
Alaska Railroad Corporation. Transfer of those obligations and initiatives may not be
unreasonably delayed.

(¢) Unless provision is made in legislation enacted in 2010 making and transferring
appropriations to reappropriate unexpended appropriations made in 2009 to the Office of the
Governor and executive branch agencies to support an in-state North Slope natural gas
pipeline project, the Alaska Railroad Corporation may apply to the governor to transfer those
unexpended balances of appropriations for uses described in AS 42.40.560(b), as enacted by
sec. 4 of this Act. The governor may not unreasonably withhold approval of the request.
AS 37.07.080(g) does not apply to an application made under this subsection. This subsection
constitutes legislative approval to implement the transfer of responsibilities between the
named entities as contemplated by AS 37.07.080(h).

(d) The corporation shall cease its activities under this section and AS 42.40.560, as
amended by secs. 3 and 4 of this Act, if the corporation receives a communication that

(1) the governor, after setting out with particularity the reasons that support
the decision, has entered a finding that
(A) an agreement has been entered into that will result in construction
of the project described in AS 43.90; and
(B) construction of the project described in this section would prevent
initiation and completion of the project described in AS 43.90; and

(2) the legislature expresses its approval of the finding of the govemor made

L CSSB 287(RES) -6-
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1 |l under (1) of this subsection,

2 * Sec. 6. This Act takes effect immediately under AS 01 .10.070(c).

|
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2010 LEGISLATIVE SESSION Bill Version: S8 287
(} Publish Date:
Identifier (file name): SB287-REV-TAX-03-19-10 Dept. Affected:; Revenue
Title In State Gas Pipeline ROU Taxation and Treasury
. Component Tax Division

Sponsor Senator Lesil McGuire

Requester (S) Resources Component Number 2476
Expenditures/Revenues {Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 | FY 2016
Persona!l Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0

[CAPITAL EXPENDITURES I [ [ | | | | ]
|CHANGE IN REVENUES ( y ] [ | | | ] |

FUND SOURCE {Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Heaith

Other Interagency Receipts _

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2010) cost:
POSITIONS

Full-time

Part-time

Temporary

ANALYSIS: {Attach a separate page if necessary)
There is no fiscal impact to the Department of Revenue.

This bill amends the powers and duties of the Alaska Railroad Corporation (ARRC) and the Alaska Housing Finance
Corporation (AHFC) related to the exercise of authority to purchase, transport, and sell natural gas produced on the
North Slope for in state use. This bill also transfers exclusive and primary responsibility for the initiation and
development of the project from the Office of the Governor and Department of Natural Resources to the Alaska Railroad
Corporation and the Alaska Housing Finance Corporation.Under this bill, the ARRC and AHFC may apply to the
governor to transfer unexpended balances and appropriations for use in support of the in-state North Slope natural gas
pipeline project . The effective date of the bill would be immediately under AS 01.10.070(c).

Prepared by: Dona B. Keppers, Audit Masler Phone (907) 269-1034
Division Tax Division Date/Time 03-19-10; 6:32pm
Approved by:  Ginger Blaisdell, Director Date 03-20-10; 1:03pm

Administrative Services Division

{Revised 14/6/2009 OMB) Page 1 of 1
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:
2010 LEGISLATIVE SESSION Bill Version: SE 287
() Publish Date:
Identifier (file name):SB287-CED-ARR-3-19-10 Dept. Affected: DCCED
Title In-State Gas Pipeline RDU
Component Alaska Railroad
Sponsor Senator McGuire
Requesler Senate Resources Commitiee Component Number
Expenditures/Revenues {Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information
OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
[CAPITAL EXPENDITURES 34,222.0 | [ 20628.0] 2,709.0] 1,7940] 1,8840[ 1,978.0]
[CHANGE IN REVENUES () ] i | ! | | |
FUND SOQURCE {Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 34,222.0 20,628.0 2,709.0 1,794.0 1.884.0 1,978.0

1005 GF/Program Receipts :

1037 GF/Mental Health

Other Interagency Receipts
TOTAL 34,222.0 20,628.0 2,709.0 1,794.0 1,884.0 1,878.0

Estimate of any current year (FY2010) cost:

POSITIONS
Full-ime
Part-time
Temporary

ANALYSIS:  (Attach a separate page if nacessary)

SB 287 amends the Alaska Railroad Corporation’s (ARRC or the corporation) enabling statute to require ARRC to initiate
planning and development of construction of an in-state natural gas pipeline. The project is well outside ARRC’s norms,

both in type and size. Similar to the approach currently underway, this fiscal note addresses funding necessary for ARRC
to bring the project through permitting and preliminary engineering phases. Construction costs are not included at this

juncture. Also excluded from this analysis are estimated costs to be incurred by a pipeline company or other entity that
would presumably complete design and build the project.

(Continued}

Prepared by: Woendy Lindskoog Phone 907-265-2498
Division Alaska Railroad Corporation Date/Time 3/19/10 12:00 AM
Approved by: Emil Notti, Commissioner Date 3/19/2010

Commerce, Community and Economic Development
/.

! (Revised 11/612000 OMB) . Page 1 of 2
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FISCAL NOTE

STATE OF ALASKA BILL NO. sB 287

2010 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

This fiscal note assumes the corporation will establish a project office, staffed mainly by newly hired ARRC
employees, The office will function autonomously from other railroad operations and be funded by the
State of Alaska, presumably out of the General Fund. Contractors will be used for all major project functions
including engineering, permitting, right of way acquisition, cost estimation, and marketing activities.

ARRC’s preliminary evaluation is that substantial progress has been made to date along the critical path to
project completion. First, an Environmental Impact Statement (EIS) is well underway. The EIS is almost
certainly the most important effort to meet an aggressive project schedule. Second, a well-founded cost
estimate for construction is due in June, 2010. This is critical to determining the project financial feasibility
and for development of hoth supplier and customer contracts.

The fiscal analysis summary below is predicated upon ARRC hiring seven new employees to support this
effort. By statute, ARRC employees are not state employees; the corporation has a distinct employment
system separate from the State of Alaska. The initial basis for the cost estimates shown below are derived
from analysis performed by the Office of the Governdr, Alaska In-State Gas Pipeline Project office.

{Thousands)
ARRC Funding Needs 2011 2012 2013 2014 2015 2016 2017 Totals

Internal Costs 1,550 1,628 1,709 1,794 1,884 1978 2,077 12,620
RSA's DNR & JPO 1,172 1,172
Pipeline Engineering 8,500 1,000 9,500
Permitting/ ROW 20,000 10,000 30,000
Facilities 5,000 5,000
Commercial Analysis 3,000 3,000 1,000 7,000
Totals - ARRC 34,222 20,628 2,709 1,794 1,884 1,978 2,077 65,292
Page 2 of 2




FISCAL NOTE
STATE OF ALASKA Fiscal Note Number: 1
2010 LEGISLATIVE SESSION Bill Version: CSSB 287(RES)
($) Publish Date: 3123110
identifier (file name):SB287-CED-ARR-3-19-10 Dept. Affected: DCCED
Title In-State Gas Pipeline RDU
Component Alaska Railroad
Sponsor Senator McGuire
Requester Senate Resources Committee Component Number
Expenditures/Revenues {Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
Appropriation
Required Information
OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 FY 2015 FY 2016
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
|CAPITAL EXPENDITURES 34,222.0 | ] 206280] 27090] 1,7940] 1,8840[  1,978.0]
[CHANGE IN REVENUES ( ) I [ ] | i 1 |
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 34,222.0 20,628.0 2,709.0 1,794.0 1,884.0 1,978.0
1005 GF/Program Receipts
1037 GF/Mental Health
Other Interagency Receipts
TOTAL 34,222.0 20,628.0 2,709.0 1,794.0 1,884.0 1,978.0

Estimate of any current year (FY2010) cost:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS:  (Attach a separate page if necessary)

SB 287 amends the Alaska Railroad Corporation’s {ARRC or the corporation) enabling statute to require ARRC to initiate

planning and development of construction of an in-state natural gas pipeline. The project is well gutside ARRC's norms,

both in type and size. Similar to the approach currently underway, this fiscal note addresses funding necessary for ARRC
to bring the project through permitting and preliminary engineering phases. Construction costs are not included at this

juncture. Also excluded from this analysis are estimated costs to be incurred by a pipeline company or other entity that

would presumably complete design and build the project.

{Continued)

Prepared by: Wendy Lindskoog Phone 907-265-2498
Division Alaska Railroad Corporation Date/Time 3/19/10 12:00 AM
Approved by:  Emil Notti, Commissioner Date 3/19/2010

Commerce, Community and Economic Development

(Revised 11/6/2009 OMB) Page 1 of 2
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FISCAL NOTE # 1

STATE OF ALASKA BILL NO. CSSB 287(RES)

2010 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

This fiscal note assumes the corporation will establish a project office, staffed mainly by newly hired ARRC
employees. The office will function autonomously from other railroad operations and be funded by the
State of Alaska, presumably out of the Generat Fund. Contractors will be used for all major project functions
including engineering, permitting, right of way acquisition, cost estimation, and marketing activities.

ARRC’s preliminary evaluation is that substantial progress has been made to date along the critical path to
project completion. First, an Environmental Impact Statement (EIS) is well underway. The EIS is almost
certainly the most important effort to meet an aggressive project schedule. Second, a well-founded cost
estimate for construction is due in June, 2010. This is critical to determining the project financial feasibility
and for development of both supplier and customer contracts.

The fiscal analysis summary below is predicated upon ARRC hiring seven new employees to support this
effort. By statute, ARRC employees are not state employees; the corporation has a distinct employment
system separate from the State of Alaska. The initial basis for the cost estimates shown below are derived
from analysis performed by the Office of the Governor, Alaska In-State Gas Pipeline Project office.

{Thousands)
ARRC Funding Needs 20131 2012 2013 2014 2015 2016 2017 Totals

Internal Costs 1,550 1,628 1,709 1,794 1,884 1,978 2,077 12,620
RSA's DNR & JPO 1,172 1,172
Pipeline Engineering 8,500 1,000 9,500
Permitting/ ROW 20,000 10,000 30,000
Facilities 5,000 5,000
Commercial Analysis 3,000 3,000 1,000 7,000
Totals - ARRC 34,222 20,628 2,709 1,794 1,884 1,978 2,077 65,292
Page 2 of 2
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 2
2010 LEGISLATIVE SESSION Bill Version: CSSB 287(RES)
(S) Publish Date: 3/23/10
Identifier (file name): SB287-REV-TAX-03-19-10 Dept. Affected: Revenue
Title In State Gas Pipeline RDU Taxation and Treasury
Component Tax Division

Sponsor Senator Lesil McGuire

Requester (5) Resources Component Number 2476
'Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information _

OPERATING EXPENDITURES FY 2011 FY 2011 FY 2012 FY 2013 FY 2014 | FY 2015 FY 20186
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0

[CAPITAL EXPENDITURES T [ I | [ ] ]
[CHANGE IN REVENUES ( Y 1 [ | | I | B
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other Interagency Receipts

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2010) cost:
POSITIONS

Full-time

Part-time

Temporary

ANALYSIS:  (Attach a separate page if necessary)
There is no fiscal impact to the Department of Revenue.

This bill amends the powers and duties of the Alaska Railroad Corporation {ARRC} and the Alaska Housing Finance
Comporation (AHFC) related to the exercise of authority to purchase, transport, and sell natural gas produced on the
North Slope for in state use. This bill also transfers exclusive and primary responsibility for the initiation and
development of the project from the Office of the Governor and Department of Natural Resources to the Alaska Railroad
Corporation and the Alaska Housing Finance Corporation.Under this bill, the ARRC and AHFC may apply to the
governor to transfer unexpended balances and appropriations for use in support of the in-state North Slope natural gas
pipeline project . The effective date of the bill would be immediately under AS 01.10.070(c).

Prepared by:  Dona B. Keppers, Audit Master

Phone (807) 269-1034

Division Tax Division

Date/Time 03-19-10; 6:32pm

Approved by:  Ginger Blaisdell, Director

Administrative Services Division

{Revised 11/6/2008 OMB}

Date 03-20-10; 1:03pm
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Sessicn
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Phone (907) 465-2995
Fax {(807) 465-8592
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Anchorage, Alaska 98501
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Fax (907) 269-0249

Member

Senate Judiciary Committee
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SENATOR LESIL MCGUIRE Senator.Lesil.McGuire @ legis.state.ak.us

SPONSOR STATEMENT FOR SENATE BILL 287

“Act amending the powers and duties of the Alaska Railroad Corporation and the Alaska Housing Finance |
Corporation related to the exercise of authority to purchase, transport, and sell natural gas produced on the North
Slope for in-state use, and transferring exclusive and primary responsibility for the initiation and development of
that project from the Office of the Governor and the Department of Natural Resources to those corporations; and
providing for an effective date.”

Since the discovery of natural gas in Cook inlet by Unocal in 1958, the residents of Southcentral Alaska have
enjoyed relatively cheap and abundant energy. While the development of Cook Inlet natural gas reserves over the
succeeding decades was eclipsed by the discovery of the mammoth reserves at Prudhoe Bay; the Inlet has
provided gas to generations of Alaskans and fueled the growth of Southcentral since statehood. From the LNG
export terminal to the value-added manufacturing facility producing fertilizer at Nikiski, natural gas created an
industrial hub on the Kenai. Cheap gas also fueled electric generation throughout the Railbelt, heated homes and
facilitated economic growth throughout the region. ‘

Today however, gas supplies in Cook Inlet are declining; threatening the energy security of major segments of
Alaska’s population. The challenge facing Southcentral is certainly not new; the residents of interior and rural
Alaska have faced similar circumstances for generations. That is why the solution lies not in meeting the needs of
Southcentral through imported LNG or stop-gap measures, but in a broader strategy to deliver gas to Alaskans. The
vast supplies of gas on the North Slope provide an opportunity to meet not only the existing needs in Cook Inlet,
but to distribute gas more widely across the state. In communities as diverse as Bethel and Fairbanks, community
leaders are working to develop ways to get gas to their community and their efforts ultimately depend on access
to a stable supply of gas.

Senate Bill 287 takes an important step towards that goal by tasking the Alaska Railroad, a public corporation of
the State of Alaska with developing the Alaska Stand Alone Pipeline (ASAP) project. Work on the ASAP project was
started in the latter days of the 2009 legislative session, when language was attached to the Supplemental
Appropriations bill (Ch. 14 SLA 09) authorizing work on an in-state natural gas pipeline. As the project has
progressed, the need to accelerate its development has become more apparent as the discovery of large deposits
of previously inaccessible natural gas reserves in the lower 48 have clouded the future of the American natural gas
market. SB 287 moves the ASAP pipeline project beyond legislative intent language into a more enduring statutory
framework that will enable the project to progress.

Bringing Alaskans’ natural gas to Alaskans will invigorate the economy and should enable the development of
value-added industries; providing jobs in-state and a strong economic legacy to Alaskans. While the future demand
for gas in the Lower 48 is questionable, the need for gas in Alaska is self-evident. SB 287 focuses the attention on
that need and takes a first step toward bringing the energy security Cook Inlet has enjoyed statewide.
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Session
State Capitol Building, Room 125
Juneau, Alaska 99801-1182
Phone (907) 463-2995
Fax (907) 465-6592

Chair
Senate Special Committee on Energy
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N Senate Resources Committee
Interim

716 West Fourth Avenue, Suite 430
Anchorage, Alaska 99501
Phone (907) 269-0250

Fax (907) 2690249 SENATOR LESIL MCGUIRE

Member
Senate Judiciary Committee

Changes to Senate Bill 287 in CS SB 287 (RES) 26-LS 1467\R

Please note that the following is not an authoritative list of changes to the bill. The current version of the bill itself is
the best statement of its contents,

General: The Alaska Housing Finance Committee has been removed from the bill.
Section 1: Legislative Findings and Purpose

1. Inserted new language on P. 2, lines 8-10 that recognizes the work the
Alaska Natural Gas Development Authority has conducted on a spur-
pipeline and in-state demand and deliverability of natural gas.

2. Deleted “only” from subsection (6) on P. 2,line 12.

On P. 2, lines 27-28 language was inserted to clarify the “project”

described in the bill is the Alaska Stand Alone Pipeline for which an

appropriatton was made in section 19, ch. 14, SLA 2009.

4. OnP. 2, lines 30-31 a new subsection (3) is inserted clarifying the purpose
of the act.

(¥

Section 3: AS 42.40.560

1. Substantial new language has been inserted expanding the authority of the
Alaska Railroad beyond the financing of a natural gas pipeline and
allowing for the Railroad to be involved in the permitting and/or
construction of a pipeline.

2. The authorization is narrowed to the scope of the specific Alaska Stand
Alone Pipeline project.

3. Language has been inserted on P.3, line 31 clarifying that the project is
compatible with the authorities granted to the Alaska Natural Gas
Development Authority.

Section 5: Uncodified Law

1. New language has been added on P. 5, lines 20-31 through P.6 line 8
establishing firm timelines for the project.

2. New language has been added on P. 6, lines 23 through P. 7 line 1
establishing and describing the authority of the executive branch to
terminate the project in the event that an agreement has been entered into
to construct the project described in AS 43.90 (AGIA).

Prepared By: Michael Pawlowski, Aide to Senator McGuire
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Chair
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T16 West Fourth Avenue, Suite 430
Anchorage, Alaska 99501
Phone (907) 269-0250

Fax (907) 269-0249 SENATOR LESIL MCGUIRE

Member

Senate Judiciary Committee

Sectional Analysis of Senate Bill 287; 26-LS 1467\R

Please note that a sectional analysis is not an authoritative interpretation of a bill. The bill itself is
the best statement of its contents.

Section 1 of the bill establishes legislative findings and provides the general purpose of the
act.
Section 2 of the bill clarifies that the provisions in subsection (d) of section 5 supersede

other land transfer processes set out in current law.

Section 3 of the bill clarifies that the authority granted in AS 42.40.560 includes the
permitting and construction of the Alaska Stand Alone Pipeline project,

Section 4 of the bill expands on the authority of the Alaska Railroad under AS 42.40.560 in
relationship to financing a natural gas pipeline project, provides direction for the
management of a project and directs the Railroad to identify a right-of-way for the
project. Section 5 also directs the Department of Natural Resources to convey the
selected land and waives the best interest findings of AS 38.05.

Section 5 of the bill amends uncodified law by providing further direction for the transfer of
responsibility for the Alaska Stand Alone Pipeline project to the Alaska Railroad,
establishes milestones for the project and allows for the cessation of the project.

Section 6 of the bill provides an immediate effective date.

Prepared By: Michael Pawlowski, Aide 10 Senator McGuire
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An entity managing the construction of a pipeline utilizing state funds may not require a
contractor, subcontractor, or material supplier or carrier engaged in the construction of the
pipeline construction project execute or otherwise become a party to any project labor
agreement, collective bargaining agreement, prehire agreement, or any other agreement with
employees, their representatives, or any labor organization as a condition of bidding,
negotiating, being awarded, or performing work on the pipeline project. This provision shall not
prohibit a contractor after a contract award from voluntarily utilizing a collective bargaining
agreement.

To the maximum extent permitted by law, a person managing a pipeline construction project
utilizing state funds must commit to:

(A) hire qualified residents from throughout the state for management, engineering,
construction, operations, maintenance, and other positions

(B) contract with businesses located in the state;

(C) establish hiring facilities or use existing hiring facilities in the state;
(D) use, as far as is practicable, the job centers and associated services operated by the

Department of Labor and Workforce Development
and an Internet-based labor exchange system operated by the state;
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Chair
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Senate Committee on World Trade,
Technology and Innovations

Co-Chair

: Senate Resources Committee
Interim

716 West Fourth Avenue, Suite 430
Anchorage, Alaska 99501
Phone (907) 269-0250

Fax (907) 269-0249 SENATOR LESIL MCGUIRE

Member
Senate Judiciary Committee

Changes to Senate Bill 287 in CS SB 287 (RES) 26-LS 1467\R

Please note that the following is not an authoritative list of changes to the bill. The current version of the bill itself is
the best statement of its contents.

General: The Alaska Housing Finance Committee has been removed from the bill.
Section 1: Legislative Findings and Purpose

1. Inserted new language on P. 2, lines 8-10 that recognizes the work the
Alaska Natural Gas Development Authority has conducted on a spur-
pipeline and in-state demand and deliverability of natural gas.

2. Deleted “only” from subsection (6) on P. 2, line 12.

- OnP. 2, lines 27-28 language was inserted to clarify the “project”
described in the bill is the Alaska Stand Alone Pipeline for which an
appropriation was made in section 19, ch. 14, SLA 2009,

4. OnP. 2, lines 30-31 a new subsection (3) is inserted clarifying the purpose

of the act.

(%)

Section 3: AS 42.40.560

1. Substantial new language has been inserted expanding the authority of the
Alaska Railroad beyond the financing of a natural gas pipeline and
allowing for the Railroad to be involved in the permitting and/or
construction of a pipeline,

2. The authorization is narrowed to the scope of the specific Alaska Stand
Alone Pipeline project.

3. Language has been inserted on P.3, line 31 clarifying that the project is
compatible with the authorities granted to the Alaska Natural Gas
Development Authority.

Section 5: Uncodified Law

1. New language has been added on P. $, lines 20-31 through P.6 line 8
establishing firm timelines for the project.

2. New language has been added on P. 6, lines 23 through P. 7 line 1
establishing and describing the authority of the executive branch to
terminate the project in the event that an agreement has been entered into
to construct the project described in AS 43.90 (AGIA).

Prepared By: Michael Pawlowski, Aide to Senator McGuire
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Session
State Capitol Building, Room 125
Juneau, Alaska 99801-1182
Phone (307) 465-29095
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Chair
Senate Special Committee on Energy
Senate Committee on World Trade,
Technology and Innovations

Co-Chair

: Senate Rescurces Committee
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716 West Fourth Avenue, Suite 430
Anchorage, Alaska 99501
Phone (907) 269-0250

Fax (907) 269.0249 SENATOR LESIL MCGUIRE

Member
Senate Judiciary Committee

Sectional Analysis of Senate Bill 287: 26-LS 1467\R

Please note that a sectional analysis is not an authoritative interpretation of a bill. The bill itseif is
the best statement of its contents.

Section 1 of the bill establishes legislative findings and provides the general purpose of the
act,

Section 2 of the bill clarifies that the provisions in subsection (d) of section 5 supersede
other land transfer processes set out in current law.

Section 3 of the bill clarifies that the authority granted in AS 42.40.560 includes the
permitting and construction of the Alaska Stand Alone Pipeline project.

Section 4 of the bill expands on the authority of the Alaska Railroad under AS 42.40.560 in
relationship to financing a natural gas pipeline project, provides direction for the
management of a project and directs the Railroad to identify a right-of-way for the
project. Section 5 also directs the Department of Natural Resources to convey the
selected land and waives the best interest findings of AS 38.05.

Section 5 of the bill amends uncodified law by providing further direction for the transfer of
responsibility for the Alaska Stand Alone Pipeline project to the Alaska Railroad,
establishes milestones for the project and allows for the cessation of the project,

Section 6 of the bill provides an immediate effective date.

Prepared By: Michael Pawlowski, Aide to Senator McGuire
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March 22, 2010

~ Re: Senate Bill 287
To Whom It May Concern:

My name is John McGrath and am a thirty year member of Ironworkers
Local 751 of Alaska. I am writing this letter out of concern that I have seen
no language pertaining to a Project Labor Agreement (PLA) on the Bullet™ -
Line from the North Slope to Southcentral Alaska.

I urge you to think about all the people a project of this magnitude would '
employ. One could only hope that a job of this importance being built for
Alaskans would be built by Alaskans.

Respectfuy

John P. McQrath
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Mar 22 10 12:24p Marc Zimmerman 907-260-6732

March 22, 2010

To:

Senate Resources Committee

From

Marc Zimmerrnan
36225 Mere Circle
Soidotna, Alaska 99669
907-260-6791
Imz@acsalaska.net

Re:
Senate Bill 287

To Whom It My Concern:
I am contacting you to support the PLA langrage in SB 287 that is before your committee.

My father, brother and | worked on the Trans-Alaska Pipeline, it had a PLA. Passage of this bill will have

a huge positive impact on the people and the State of Alaska. It is without question, the right thing for
Alaskal

Thank you for your attention in this matter.

Lifelong Alaskan,
C oAt //-) T
/O /CI [ -”-_'; PRV A S NI W Vo A R
Marc Zimmerman ';}’
36225 Mere Circle
Soldotna, Alaska 99669
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19074518864

Rutai Alaska 10:3%:50 a.m. 03-22-2010

March 22, 2010

T'a the Senators of the Resource Commilice,

| am asking for your support for the passing of Bill 287. This is the only way to ensure
hat Alaskans get fair treatment in regards to hiring. We cannot rely on the big oil
companes to do the fair thing. When constructed, the Trans-Alaska Pipcline did have a
PLA in place. We must do our part to ensure that Alaskans have the same, i{ not
preterred rights (o jobs, as we live here, raise our families here. We do not take the
maney provided and run to the lower 48, Alaskans must stand together, not on the
sidehnes to help preserve work for us. Please support Bill 287.

Thak you for your support,

lLucal 751
North Pole. AR
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March 22, 2010

To the Senate Recourses Committee:

1 am a resident of the State of Alaska since 1973. Over thirty years ago Alaska and our
nation needed oil to support and maintain our infrastructure. Qur state was on the
forefront against other nations with the chokehold on oil supply.

A pipeline was needed and a pipeline was built with project labor agreement. Today this
line still in operation because it was built with people that meet the requirements to do the
work. -

I respectfully request the passage of Bill 287.

Respectfully,

Israel Figueroa Arcc

12541 Brandon St.

Anchorage, Alaska 99515 »
. s {,i_‘,f

I'd ; / / ,["';’ J y .;!
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19074518864

Rural Alaska 10;36:06 a.m. 03-22-2010

March 12,2010

To the Scnators of the Resource Committec,

| an asking for your support for the passing of Bill 287. This is the only way to ensurc .
that Alaskans get fair treatment in regards to hiring. Otherwise. it will lead to more big
companies hiring lower 48 workers, leaving Alaskans out in the cold. You must
remember that the Trans-Alaskan pipeline did have a PLLA in place. We cannot stand on
the sidelines and let these jobs not be given away, We are isolated from the lower 48,
meaning we must rely more on each other and the companies that come to Alaska to hire
Adaskans,

Thank you for your support.

est regards,

12
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To the Senate Resources Commitiee

I am Jake Rider | was born in Alaska and have lived in both Anchorage and Kenai. [ havea
worked for Spenard Builders, Sourdough Mining, and VECO's shop in Nikiski before 1 became
an Ironworker. | just finished my Apprenticeship, passed my test to become a fourneyman.

Now [ need to go 1o work. This gas pipelinc talk has since | was a kid. 1 am writing vou because
of the concern I have for Alaskan jobs and for that reason 1 would ask your committee to support
an Amendment to insure that Project Labor Agreement language is part of Senate Bill 287 before
it passes from you committee. PLA’s are the best way to insure that Alaskans do the work on
any Gas Pipeline big or bullet line. [ have only been an IW for four ycars, but now have benefits
Health & Welfare and a Pension and 1 here all the time how these funds need more contributions.
Gas pipeline means contributions. Support the PLA please.

Respectfuily,

Juke Rider
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March 22,2010
To Whom It May Concern:

My name is Vernon Zimmerman; this letter is in regard to a project labor agreement in
Senate Bill 287. I am a 30-year member of Ironworkers Local Union 751. My father
worked in Drift River, ran work on all but one of the platforms in Cook Inlet. 1 worked o1
the pipeline and many other projects from Prudhoe Bay to Valdez, Shemya, and parts in
between.

If it weren't for trade labor these projects wouldn't be there. In fact, if you're reading this
in Anchorage therc is a real good chance 1 stood where you're sitting right now when the
building was built. In my view a PLA is a MUST on any large project of this sort, not

just for the skilled labor, but trade unions are one of the best ways to insure a large

percentage of the work force involved are residents of the state.

Thank vou for your time,
Sincerely,

Vernon Zimm an {

L.
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Dear Senate Resources Committee:

My name is Robert J. Rodeheaver. I am a member of lronworkers L.U. 751. 1 am
writing vou in the hope that you will support Alaskan families first. By supporting P.L.A.
for the pas line project referenced in senate bill 287, you are making Alaskans your top
priurily.

This project would bring a lot of revenue to our pension and trust funds. [ want
the committee to realize the importance of a P.L.A. ob a project of this magnitude for the
workers of Alaska. We need to keep Alaskans working on Alaska’s projects.

Thank you for your consideration.
Sincerely,

Robert I. Rodeheaver
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Senate Resources Committee:

1 am Anthony Ladd ironworker also work as an instructor for the Alaska
lIronworkers local. I am writing you to urge you to support for my
amendment of Senate bill 287 that inciudes P.L.A language the addition
of project labor A will ensure that Alaskan build the Alaska Gas
Pipeline. Whether it will be full scale or bullet line. Support the

PP.L.A amendment.

Respectfully yours,

Anthony Ladd




To the Senate Resources Commiitee:

My name is Brooks McCumby and 1 am a journeyman lronworker in the
local 751 1 am writing you to ask you to support any amendment of
senate bill 287 that includes P.L.A. Language 1 belicve that a project
labor agreement is the only way to Insure that Alaskans build the
Alaska gas pipeline whether it be full scalc ora bullet line please
support the PLA amendment.

Truly yours,

Brooks McCumby
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\RON;@ .
-_ .. International Association of Bridge, Structural, Y % ;

Ornamental and Reinforcing iron Workers

/ ‘}3 :-_
§on Local 751 “h
8141 Schoon Street Anchorage, AK 98518 e
(907) 563-4766 office (907) 563-2855 fax
iw751join@alaska.net ironworkers751.0rg

John Lewis, President / Organizer R

Dear Senator,

1 would like to take a moment of your time to address my thoughts about SB 287 and
how it will affect Alaskans. I think a recent event, which took place here in Anchorage,
demonstrates the need for specific fanguage that ensures jobs for Alaskans on any
pipeline work.

The United States Air Force expanded their inventory of the F-22 fighter and recently

“built two hangars on Elmendorf Air Force Base. Great news for the local economy most
thought at first. However, things did not look so promising for the locals after the
contract 1o erect these multi-million dollar hangars was awarded to an out of state
contractor. Disappointing to say the least, but not illegal. One only has to venture to the
Anchorage Airport on a Sunday to watch hundreds of out of state workers as they
commute to or from their place of employment. -

In Seplember, it was brought 1o the attention of the Alaska Workers Compensation Fraud
Division that the California contractor erecting these hangars, had imported over 25 men
to work on this project and was doing so without the required workers compensation
coverage to work in Alaska. For a contractor to be in business and not carry workers
compensation insurance is not only illegal, but also provides an enormous cost savings 1o
that contractor and by virtue, allows them to significantly underbid any honest contractor.

U.S. Immigration and Customs Enforcement (I.C.E.) were notified that Steel System
Erectors of California was employing undocumented aliens recently. Agents from the
Anchorage office of ICE investigated and verified this company was cmploying men who
were not supposed 1o be in the country, fet alone working on a United States Air Force
base constructing hangars for one of our most sophisticated fighter jets. ICE agents
arrested a number of the employees and began deportation procedures.

Even as a disabled veteran, I find it a cumbersome process to be allowed access to
Elmendorf, A.F.B. How is it a contractor is able to sneak workers onto our military basc
for months? ICE reporteéd one of the apprehended workers had a criminal background in
California. This criminal was allowed to steal employment for months from an American
citizen. Through the illegal actions of this contractor they were able Lo “win” thesc jobs
away from Alaskans who could surely have used the employment, while apparently
receiving a pass for violations of state and federal law.
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In the present contracting processes available, only one method of procuring a contract
would guarantee local hire first and compliance with state and federal laws pertaining to
workers comp insurance and prevailing wage requirements: utilization of a project labor
agreement (PLA).

Unfortunately, those who tyvpically argue against the virtues of PLAs are precisely the
same ones whose merit shop™ philosophy is-often defined by those who perpetuate
illegal acts such as those committed in our back yard on Elmendorf AFB,

Ironically, because a Project Labor Agreement was not implemented, a select group of
non-residents were able to secure this project through unlawful business practices and

successfully implemented a “No Resident Hire™ policy.

Senators, | respectfully request you support hiring Alaskans by supporting an amendment
to SB 287, which would require a project labor agreement on a natural gas bullet linc.

Sincerely.

Jﬁ

John Lewis ~
President
Ironworkers Local Union 75!
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83.3% of Construction Workers In Alaska are Not Affiliated With Organized Labor
’__,.-—\__\_

3

Union Membership, Coverage, Density and Employment by State, 2009 (details in table note)

State

Code State Sector Obs Employment Members Covered Y%Mem %Cov
94 Alaska Total 2,366 292,917 65,198 69,165 223 236
94 Alaska Private 1,689 211,445 21,725 23,025 10.3 109
94 Alaska Public 677 81,472 43,473 46,140 534 56.6
94 Alaska ‘@ Construction I 129 17,355 2,896 2,896 16.7
94 Alaska Priv. Manufacturing . 60 7,336 508 508 6.9 6.9

4059

Data Sources: Current Population Survey (CPS) Outgoing Rotation Group (ORG) Eamings Files, 2009. Sample includes
employed wage and satary workers, ages 16 and over. Variable definitions are: State Code=Census state code used
in CPS, Obs=CPS sample size, Employment=wage and salary employment, Members=employed workers who are union
members, Covered=workers covered by a collective bargaining agreement, %Mem=percent of employed workers who

are union members, and %Cov=percent of employed workers who are covered by a collective bargaining agreement.

® 2010 by Barry T. Hirsch and David A. Macpherson. The use of data requires citation.
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Governor Sarah Palin Weekily Gasline Briefing #10 April 12, 2007

Thanks for joining us. I'm Tom lewin, Commissioner of DNR, and a member of the state’s
gasline team. | am 50 proud to be a part of this team. And | want you to know that the
Governor is on the right track and doing what's best for Alaska.

We have long recognized that AGIA must not only induce a gasline, but also must provide
Alaskans real opportunities for gasline-related employment. This means offering vocational
programs to train Alaskans for pipeline jobs, as weil as assuring that Ataskans will fill those
jobs. AGIA fulfills these goals in six ways.

First, AGIA requires that applicants commit to hire Alaskans for management, engineering,
construction, Operations, maintenance, and other gasline-related pasitions, and to contract
with Alaska businesses, to the extent permitted by law. We want Alaskans trained and
experienced in all facets of this project, including its maintenance and management for the
40 ar 50 years it is preducing.

Second, AGIA requires that applicants commit to establishing local headquarters in Alaska
This is an important requirement, since project management will be coordinated in Alaska.

Third, applicants must commit to negotiate a project labor agreement. A project labor
agreement is basically a pre-construction bargaining agreement between management and
labor. Under a PLA, costs are established for labor, including wages, benefits, and waorking
conditions. PLAs provide a
in fabor cost estimates lessen cost overrun risks. And no-strike and lock-out agreements
assure there are no management-labor disputes for the duration of the project. This

pPromotes on-time delivery of project milestones. PLA 209U208 would allow bidding for any

pipeline related work to ba open to any qualified firm, union or non-unian,

Fourth, AGIA requires the Commissioner of Labor and Workforce Development to develop a
job training program for pipeline-refated positions. A program like that serves as an
inducement to the licensee, which would prefer the state handie this responsibility. We are
pleased to do so.

Fifth, do not overlook the importance of the expansion pravistons. if explorers get financial
terms that enable them to economically explore for, discover, and transport new gas to and
through the line, it opens the North Stope basin to not just marketing the known 35 trillion
cubic feet of gas there, but.to the additional hundreds of trillions of cubic faet of gas waiting
to be discovered. A gasline that will transmit hundreds of triflions of cubic feet of gas for 40
or 50 years is a criticat means to provide long-term careers to Alaska workers.

Last, AGIA requires that the applicant commit to provide for a minimum of five delivery points
points from the main line provide opportunities for spur lines to fuel

of gas in Alaska. Off-take
Alaska homes and businesses with Alaska gas. in-state delivery alsg requires additional
infrastructure, which in turn requires additional persenne! to build and maintain the
infrastructure.

The Governor and the gasline team strongly befieve in offering Alaskans the best and most
meaningful opportunities to capitalize on work generated by AGIA and the gasiine it will
facilitate. AGIA does that — it offers Alaskans not just jobs, but careers.

Thank you.
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DON YOUNG COMMITTEE ON
Congressian For ALL ALASKA RESOURCES
WASHINGTON OFFICE COMMITTEE ON
2111 Raveury Buiome TRANSPORTATION
Terersone 202-225-5765 REPUBLICAN )
POLICY COMMITTEE
Hose of Representatites
Blashington, B 20515
March 19, 2010
Sen. Lesil McGuire, Co-Chair Rep. Craig Johnson, Co-Chair
AK State Capitol, Room 125 State Capitol, Room 126
Juneau, AK 99801 Juneau AK, 99801
Sen. Charlie Huggins, Co-Chair Rep. Mark Neurnan, Co-Chair
State Capitol, Room 119 State Capitol, Room 432
Juneau AK, 99801 Juneau AK, 89801

Dear Members of the Alaska State Legislature, In-State Gas Caucus,

Over three decades ago we built the Trans-Alaska Pipeline; one of the greatest
achievements in Alaska’'s history. Unfortunately, since that time, Alaskans have seen few large-
scale projects that would generate the economic activity needed to shape and guarantee the
economic prosperity of our state for succeeding generations.

Today, our State finds itself in the unique position to unite around a project that will do just
that. So on this historic occasion, | pledge my full support for your efforts in developing Alaska’s
natural gas for the in-state needs of Alaskans.

As deliverabiiity shortfalls in Anchorage become imminent, and an explosion of natural gas
reserves in the Lower 48 are already a reality, it is my view that the best way to bring Alaska’s
great natural gas potential to fruition is through the construction of an in-state line. An in-state gas
line from the North Slope to Kenai or Valdez that also meets the local domestic and industrial
needs of Fairbanks and Anchorage is the best option for developing Alaska's natural gas
resources and shoring up Alaska’s economy for decades to come.

An in-state gas line will fuel electric generation throughout the Railbelt, heating homes and
facilitating economic growth throughout the region. Proposals such as Alaska Senate Bill 287,
which tasks the Alaska Railroad with developing an in-state pipeline project, and Alaska House Bill
369, which creates an in-state gas development team, are positive steps towards this goal.

In Congress, | will help assist in these endeavors in any way possible beginning with a letter
to the Secretary of Energy requesting a long-term extension for the export license of Liquefied
Natural Gas. Now is the time to seize upon this opportunity to put Alaskans to work with a project
that will carry our economy into the future.

Sincerely,
DON YOUNG
Congressynan for Al Alaska
510 L Street 101 12TM Avenue 612 W. WiLLougHBsY Avenue, Sume B 805 Frowtace RoaD
Sume 580 Box 10 P.O. Box 21247 Surre 110
VisT Our Wessre Axncrorase, Auaska 89501 Fairaanxs, Aasia 59701 Jungau, Ajaska 89802 KENM, ALasKa 99611
HYTP/{DONYOUNG HOUSE, GOV 807-271-5978 B07-456-0210 907-588-7400 §07-283-7701
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SEAN PARNELL

Governor

P.O. Box 110001
Juneau, Alaska 99811-0001
(907) 465-3500
Fax {907} 465-3532

STATE OF ALASKA
OFFICE OF THE GOVERNOR

January 28, 2010

The Honorable Jon Wellinghotf
Chairman

Federal Energy Regulatory Commission
888 First Street, NE

Washington, DC 20426

Dear Chairman Wellinghoff,

On November 19, 2009, Harry Noah, the former project manager for Alaska’s in-state narural gas
pipeline project, sent a letter requesting FERC’s assistance in answering junisdictional questons
surrounding Alaska’s investigation for in-state delivery of North Slope natural gas. Since then,
however, there have been several new developments in the deliverability of Cook Inlet gas. Please
accept this lerter as an amended version of Mr. Noal's original letter to reflect these changes. As you
know, Alaska is committed to the exploration of natural gas delivery, and we look forward to your
response concerning the jurisdictional questions outlined below.

Alaska’s desire for this study stems from the possibiliry of deliverability shortfalls in the Anchorage
arca that might arise in the furure under cerrain scenarios. Historically, the demands for energy mn the
Anchorage area have been supplied by Cook Inlet production, but due to the natural decline of the
reserves base, lack of significant drilling acaviry, and subsequent loss or potential loss of industrial
base-load has resulted in a strain on the economics of maintaining deliverability capacity. In the
future, meeting mid-winter demand spikes in the high-swing domestic market will require significant
investment in wells and storage projects which will pur upward pressure on consumer gas prices. A
recently released study by the Alaska Department of Narural Resources outlines this current
understanding of Cook Inlet gas resources’. The Federal Energy Regulatory Commission’s (FIERC)
most recent report to Congress on the inrerstate Alaska gas pipeline project also references the
State’s investigation of in-state oprions”.

A top priotity of Governor Parnell and his administration is to see an interstare gas pipeline through
to completion. An interstate gas pipeline is vial not only to Alaska’s furure, but also the encrgy
future of our nation. My request for guidance from FERC on in-state pipeline issues in no way
should be understood as detracting from rthat commitment. We want to make sure that Alaskans do
not fall short in meeting their needs for narural gas.

i <Prelimisare Engineering and Geological Evaluarion of Remaining Cook Inlet Gas Reserves,” report submitted to the
Alaska Depariment of Namral Resources by the Alasks Division of Ol and Gas, December, 2009, 37p., available wt
hup:/ Sawwdogadnr.siate.ak.us /ol /.

2 “Zighth Reporr to Congress on Progress Made in Licensing and Constructing the Alaskn Namrad Gas Pipeline,” report
submitted to the Unired States Congress by the Federal Energy Regulatory Commission, August 26, 209, pp 3-6.
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Our overall queston is to confirm and clarify under what circumsrances FERC, as opposed to the
Regulatory Commission of Alaska (RCA), w ould have jurisdicoon. Ie s imporeant for the State in

ov ‘lltntlng the alternauves to understand what approval processes apply and which regulatory
agencies will exercise jurisdicton over a complered n-state pipeline. I am writing, therefore, o ask if
vou can contirm our understanding regarding possible FERC jurisdiction with respect to the
resource use scenarios that would result from delivering North Slope gas to the Cook Inlet basin on
cither of two possible pipehne routes,

The State of Alaska 1s currently investigaung the cost components of a pipeline that parallels the
route of the Dalton Highway from the North Slope and then follows the Parks Highway to the arca
of Cook Inlet. A second option is a pipeline that will parallel the route of the Dalton Fighway from
the North Slope and then follow the Richardson and Glenn Highways o the Cook Inler arca. In
cither case, the pipeline would commence at the outlet of a condidoning plant and end at or near
tdewarer in Cook Inler where it would interconnect with an existing RCA-regulated intrastate
pipeline in the Anchorage area.

In each case, the m-state pipeline would be a high-pressure pipeline (2500 psi) and would not receive
gas from any interstare pipeline or foreign source of gas. The capacity of the line would be berween
Yaand 1.0 bef per day. Thus, phvsically the pipeline would begin and end in the state of Alaska and
would never leave the srare during the course of its journey from the North Slope w the Cook Inlet
arca. Nor would it directly connect to the existing FERC-regulared Kenai Liquefied Narural Gas
(LNG) faciliry; although, given the nature of the Cook Inlet pipeline and distribution system, it
might connect o existing pipelines that in turn connect to the Kenai LNG facility. During its
journey on the in-state pipeline, North Slope gas might be withdrawn from the pipeline for
consumpton at intermediate destinations endrely within the state of Alaska as well as for the
ulrimare distriburion in the Cook Inlet area and for exportas LNG.

[t should be noted that for more than four decades, and with the required federal approvals, Cook
Inlet gas has been liquefied and shipped to Japan. Last January, vour Commission claritied the scope
ot its jurisdiction under Section 3 of the Namiral Gas Act over the Kenat LNG faciliey, confirming
that FERC exercises jurisdiction over the eiring, construction, operation, and maintenance of that
LNG facility. The January order did not discuss, let alone assert, jurisdiction over the separate State-
regulated pipelines that connect to the LNG rerminal. The Kenai LNG facility factors into several of
the scenarios where we seek vour assistance. For the purpose of the questons being posed in this
tetrer, none of the scenarios currently under investgaton involve a new LNG rerminal.

We appreciate that any export of gas would be subject to the U.S. Deparmment ot Energy (DOE)
approval {under Section 3 of the Natural Gas Act), but our concerns are with the jurisdictonal
questons that may anse over a new in-state pipeline that transports gas — some, or much of which,
depending on the time frame, mayv be exported through the Kenait LNG facilit. Under these
circumstances, we believe existung FERC precedent would recognize State, not federal, regulanion of
an mtrastate pipeline that would connect 1o other pipelines that serve local distribution needs as well
as LNG exports. We emphasize that, in each of the cases that follow, the primary objective of the
in-state line 15 1o serve local domesde and induserial needs in Alaska as those needs anse over ume.

‘The first scenario with regard to the above pipelines would be the case where alt of the gas flowing
down the pipeline from the North Slope 1s sokd to end-users who consume the gas ennrely within
the state of Alaska, We believe that, under this circumseance, there would be no queston that the
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proposed pipeline would be an intrastate pipeline not subject to regulation by FERC. Please contirm
that this is correct.

A second scenario would be that, depending on local needs, some of the gas rransported from the
North Slope to the Cook Inlet area would be sokd to and consumed by end-users within the state of
Alaska. However, some, and potentially a majoriey, of that g gas mught l)c sold or re-sold to parues
that would exporr it ro foreign markets through the Kenai LNG facility. This resembles the current
practice for the Cook Inlet natural gas market todav. In Yaukon-Padjic, 39 FERC Y 61,216 (1987), the
Commission notes that a proposed in-stare ptpclmL that would feed a proposed NG terminal at
Valdez tor foreign exports would not be subject to the Commission’s jurisdicdon. That ruling was
earlier than the 2005 amendments to the Natural Gas Act but its logic would still appear to apply to
the scenarios we describe here thar would nor involve construction of a new LNG terminal and
would involve an in-state pipeline that would nor itself directly connect to the existing LNG
terminal.

We ask rhat vou confirm that the additon of a supply of North Slope gas into the Cook Inler narural
gas and foreign export markers would have no effect on the current jursdicuonal framework. Again,
since any such gas being exported to foreign markets through the Kenai LNG facility would be
delivered ro the Kenai LNG facthiey by wav of RCA-regulated intrastate pipelines that already deliver
gas to the Kenai LNG facility for exporrt, we ask that vou confinm that the new in-state pipeline that
would in turn deliver the expaort gas to the intervening intrastate pipeline would not be classified as
FERC junsdictional.

A third scenario with regard to the potendal new pipeline from the North Slope would be that some
of the gas trausported from the North Slope w the Cook Inlet area would be sold to and consumed
by end-users within rthe srare of Alaska, bur the balance of the gas might be sold to parties that
would export it to foreign or Lower 48 markers through the Kenai LNG facility, The third
alternative assumes the avatabiline of an operanonal LNG ternunal on the west coast of the United
Srares ar some point during the operation of the in-state pipeline. In those circumstances, the
ultimare destinanion of LNG exports from the Kenai terminal would likely depend on the
comparative artracaveness at a future date of Lower 48 and overseas markers. The path of gas o
those markers would first pass through the in-state pipeline, continue through existung gas pipelines
that are regulated by the RCA and then through the exisung Kenai LNG facility. Portons of the gas
stream from the in-state line would flow respectively to inmrastate, interstate, and foreign desrinations
as needs and markets dicrare and accordingly the destinaton ratios would vary over time. In the
rotality of the circumstances, we believe a strong case may be made that the in-state line should not
be jurisdictional, bur we seck the Commission’s guidance on this question as well.

On behalt of the State of Alaska, thank vou for the support of the Comnussion’s staff in moving the
mrerstate Alaska gas pipeline project forward. The visit of the Commission’s staff in August 2009 10
meet with State and local agencies, and their tour of the prospecrve pipeline routes, was helptul in
spurting progress in TransCanada Alaska’s pre-filing process with your Commussion. It is also our
undersranding that the FERC staff is taking the steps necessary to produce an Environmental
Impacr Study for the TransCanada Alaska and Denali projects on the rimeline defined by the Alaska
Nanral Gas Pipeline Act. TransCanada Alaska and Denali are also busy preparing for open scasons
during 2010.
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We gready appreciate vour assistance, and look forward to vour response. Please do not hesitate to
contact me ar (907) 257-1352 if [ can further clarify.

sincerely,

B

.

P S

Robert Swenson
Project Manager
Alaska In-Stare Narural Gasline

cc: Mike Nizich, Chief of Staff, Otfice of the Governor
John W. Karz, Director of Stare/Federal Relatons, Office of the Governor
The Honorable Gene Therriaudr, Senior Energy Advisor, Office of the Governor
Robert H. Loeffler, Morrison & Foerster 1L
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FEDERAL ENERGY REGULATORY COMMISSION

WASHINGTON OC 20428

March 15,2010

OFFICE OF THE CHAIRMA RN

Robert Swenson

Projcct Manager

Alaska In-State Gas Resources
311 Fourth Street

Anchorage, AIC 99501

Dear Mr. Swenson:

[ am writing in response ta your January 28, 2010 letter sent i your capacity as
the project manager for the in-state natural gas pipeline project being studied by the State
of Alaska. Your lefter amended a Navember 19, 2009 letter [rom your predecassor as
Project Manager, Mr. Harry Noal, describing oplions being considered for an in-state
pipeline Lo bring natural gas trom Alaska’s North Slope to mect gas demand i southern
Alaska. and sccking guidance regarding under what circumstances the Federal Energy
Regulatory Commission, as opposcd to the Regulatory Comumnission of Alaska, would
have jurisdiction over the proposed facilities. 1 appreciate the opportunity to consult with
Alaska authorities on the issue of an in-slate natural gas nipetine, because | am well
aware that the need to make economic encrgy supplies available to Alaska’s residents 1s a
matter of great concern withun the slate.

1 have eaclosed with this ictter an analysis by my staff of the 1ssues raised in vour
and Mr. Neali's letters The analysis represents staff’s best judgment, based on the
scenarias presented in the letters. Of course, it and when the Commission itself s asked
to rule formally on these or similar issucs, the Commisstoners will have to reach their
own decistons on the matters presented to them. Please fee! frec to contact me and my
stalf at any time about matters of concern to Alaska. Showld you have further questions
regarding this response or staff’s analysis, please contact Mr. John Katz, Deputy
Associate General Counsel [or Energy Projects, at (202) 502-8082.

Sinccrely,

Jon Wellinghoft
Clhairman

fu

-
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COMMISSION STAFF REVIEW OF JURISDICTIONAL ISSUES
RELATING TO ALASKA IN-STATE NATURAL GASLINE

This document responds to the January 28, 2009 Jetter from Mr. Robert Swenson.
Project Manager for the State of Alaska’s study of a potential Alaskas in-state natural gas
pipeline (in-state pipeline), amending a November 19, 2009 letter from Mr. Swenson's
predecessor, Mr. Harry Noah.

As expluined in the letters, the primary purpese of the in-state pipcline would be 10
transport natural gas from Alaska’s North Slope to serve local domestic and industrial
needs in Alaska as those needs arise over time. Mr. Swenson sceks to confinm under
what circumstances the Federal Encrgy Regulatory Commission (FERC), as opposcd to
the Regulatory Commission of Alaska (RCA). would have jurisdiction over the proposed
facilities.

Mr. Swenson’s letter provides the following information: Alaska is investigating
the cost of a pipeline that would parallel the route of the Dalton Highway from the North
Slope and then follow the Parks Highway to the area of Cook Inlet. A second option is 2
routc that would parallel the Dalten Highway from the North Slope and then follow the
Rachardson and Glenn Highways to the Cook [alet area. In cither case, the pipeline
would be a high-pressure facility (2500 pounds per square inch), with a capacity of
between 0.25 and 1.0 billion cubic feet per day. The pipelinc would commence at the
outlct of a conditioning plant and terminatc at or near tidewater in Cook Inlet, where it
would mterconnect with an RCA-regulated intrastate pipcline in the Anchorage area.
The pipeline would not directly interconnect with the existing, FERC-regulated Kenai
Liqucficd Natural Gas (LNG) facility, although it might connect to existing pipelines that
themselves connect to the Kenan fucihity.

Mr. Swenson's letter presents three scenarios with respect to the ultimate use of
the nutural gas transported on the in-state pipeline, and asks for confirmation of the
junisdictional implications of each hypothetical casc. Comumission staff describes and
analyzes cach scenario below in light of two sections of the Natural Gas Act (NGA) -
NGA section 7, which establishes the Commission’s jurisdiction over the construction
and operation of interstatc natural gas pipelines, and NGA section 3, which establishes
the Commussion’s junsdiction over facilities used for the import or export of natural gas
in foreign commerce,

Scenario 1

Jn the first scenario, all of the North Slope gas transported by the in-state pipeline
would be sold to end-users who would consume the gas cnurely within Alagka.
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Under these circumstances, Commission slaft agrees with Mr. Swenson’s
conclusion that no authorization would be needed rom the Commission for construction
and operation of the in-state pipchine.

Scenario 2

Under the second scenarie, while some of the North Slope gas transported by the
in-state pipeline would be sold to, and consumed by, end-uscrs in Alaska, depending on
local needs, some, and potentially a majority of. the gas would be seld to partics who
would have it delivered, via connections with the exdsting intrastate grid, 1o the Kenai
I.NG facility for export (o foreign markets. As snpport for the conclusion that the in-state
pipeline would not be subject to Commission jurisdiction under this scenario, Mr.
Swenson’s letter references the Commission’s order addressing a somewhat, but not
entirely. similar sitvation in Yukon Pacific Corporation.”

In that case, Yukon Pacific Corporation was developing a proposal to construct a
project, to be known as the Trans-Alaska Gas Systen (TAGS), to transport gas from the
North Slopc of Alaska through an R00-mile-long pipeline to a liquefaction plant at
Vaidez, for export to Asian markets. Al ol the natural gas flowing through the TAGS
pipeline would have been exported exclusively into foreign commerce.” Tn its
declaratory order addressing its jurisdiction over the contemplated Project. the
Commission recognized that the courtin Diserigas Corp. v. F.P.C 7 had held “that to
prevent gaps in jurisdiction the Commission has the diserction under section 3 ‘to imposc
on imports of natural gas the equivalent of Section 7 certification requirements™™ but
“dectine|[d] t0 excrcise any discretionary authority it may have under section 3 of the
NGA to regulate the siting, construction and operation of the [80¢-mile] TAGS
pipcline.™ rcasoning that the project would have no cconomic consequences to U.S.
ratepavers (us (he costs of the project would be borne by the project sponsors, its lenders
and investors, and its forcipn purchasers of the gas) and that the environmental review
process associated with (he Commission’s authorization of the liquefaction plant would
provide the Commission wnple opportunity to consider the environmental and safely
aspects of the pipeline,

"Yukon Pacific Corporation (Yukon Pacificy, 39 FERC § 61,216 (1987).
“Id atp. 61,753

3495 F.2d 1087, 1064 (D.C. Cir. 1974), cert. denied, 419108, 834 (1974).

Id at p. 61,759,
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Subscquent to the Commission’s consideration of the jurisdictional umplications of

the Yukon Pac:m project in 1987, Congress enacted the Energy Policy Act of 2005
(EPAct 2003)," which added a new section 3(e) to the NGA, providing, in part, that “{t]he
Commission shall have the exclusive authority to approve or deny an application for the
siting, construction, expansion, or operation of an LNG terminal.” As defined in section
2(11) of the NGA, as added by EPAct 2005:

“LNG tenminal” includcs all natural gas facilities located onshore or in
State waters that are used to reccive, unload, load, store, transport, gasify.
hiquely, or process natural gas that is ilported to the United States from a
foreign country. exported (o a foreign country from the United States. or
transported in interstatc commerce by watcrbome vessel, but does not
include —

(A) waterbomne vessels used to deliver natural gas to or from any such
facility; or

(B) any pipeline or storage facility subject to the jurisdiction of the
Commussion under scction 7.

Were the Commission to be faced with a proposal like the Yukon Pacific project
today, 1t would have to address whether the 800-mile-long pipeline would be considered
a “natural gas facilit[y} . . . usedto . .. transport . . . natural gas . . . exported from the
United Statcs.”

That same guestion is raised by the circumstances presented in Scenario 2. On the
one hand, an argument can be made that the in-state pipehine in Secpario 2 would
“transport” natural gas “exported (0 2 foreign country.”’ However, unlike the project in
Yukon Pacific, Scenario 2 docs not involve the construction ot a clearly jurisdictional
new (or expanded) liquefaction terminal, nor would the hypothesized in-state pipeline
interconncet directly with the existing Kenai terminal. Rather, the pipeline would
inlerconnect with existing intrastate pipelines that would in turn connect 1o the terminal.
In addition, notwithstanding that much of the gas transported by the in-state pipeline
might be exported in foreign cominerce, the impetus lor construction of the in-state line
in Scenario 2 nevertheless would be to ensure adequate supplies (o ineet in-state Alaska
demand. Also, similar to the situation in Yukon Pacific, it appears such a project would
havc no economnic consequences for any U.S. ratepayers outside of the State of Alaska,
In the absence ol Commission rcgulation, it would appear that the RCA would have
authorily to regulate the in-statc pipelinc as an intrastate pipeline. The Commission

*Pub. L. 109-58. 42 U.S.C. §15801 (2005).

oh
-
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would need to consider all of the foregoing in deciding whether it would be required to
asscrt jurisdiction over the proposcd pipelinc.

Scenario 3

Under the third scenario descnbed in Mr. Swenson’s letter, some of the gas
transported on the in-state pipeline would be sold to and consumed by Alaska end-users,
but some be would sold to parties who would have it transported through existing
intrastate pipelines to the Kenai facility, from whence it would be transported, as LNG. to
foreign or lower 48 state markets (it an LNG recciving terminal were constructed on the
LJ.S. west coast).

The distinction between Scenarios 2 and 3 is that in the former case, gas not used
in Alaska is shipped to foreign markcts, while in the latter some gas may be transported
in domestic markets. The fact that some of the gas in Scenario 3 might be transported in
interstate commerce ([rom Alaska to one or more of the lower 48 states) could rcsult in
the proposed in-state pipcline becoming fully subject to the Commission’s NGA
junsdiction. The potential that the commingling of gas for intrastate usc with gas that
will flow out of the state of production could cause the entire gas stream (and facilities
used 1o transport 1t ) to become subjcet to section 7 of the NGA and the Commission's
jurisdiction was first recognized in 1963 in California v. LoVaca.® At that ime. the U. S.
Supreme Court had already articulated in Interstate Natural Gas Company Inc. v. FPC’
the principle that where the Commission has jurisdiction has over the interstate
transmission ol natural gas. that jurisdiction does not begin at the point at which gas tirst
crosses a state line: rather. it begins at upstream points wherever NGA pathering ends.®

Ity also possible that the Commission would excrcise limited jurisdiction over the
interstate service posited by Scenario 3, but not the facility itsclf, under section 311 of the
Natural Gas Policy Act of 1978, Section 311(a)(2) of the NGPA provides that an
nirastate pipeline can trapsport gas in interstate coimunerce without its facilitics and
intrastate services becoming subject to the Conunission’s NGA jurisdiction. That is
becausc scetion 601(a)(2)A) of the NGPA provides that for purposcs of section 1(b) of
the NGA, which sets forth the Commission’s jurisdiction over the transportation of £as in
interstate commerce:

379 U.S. 366 (1965).

331 U.S. 682 (1947},

i
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the provisions of such Act and the jurisdiction of the Commission under
such Act shall not apply to any transportation in interstate commercc of
natural gas 1f such transportation is . . . (ii) authorized by the Commission
under [NGPA] section 311(a).

However, the Commission has held that the NGPA’s dcfinition ot “intrastate
pipeline” excludes newly constructed gipelines, since prior to operation they could not
qualify as "engaged in" transportation.” Thus, the Commission has never found that a
company can qualify as an inrastatc pipeline without having first established the
intrastate character of existing operations in the state where the pipeline is located."’ But
the Commission has also never ruled on how long an intrastate pipeline must have beea
in operation as such in order 1o shield its status as an intrastate pipeline while also
offering interstate scrvices under section 311 of the NGPA. Nor has the Commission to
date ruled that once an intrastate pipeline begins offering interstate scrvices under section
311 of the NGPA, its continued intrastate pipeline status depends on its continuing to
provide some specified level or percentage of intrastate service. Nevertheless, the
Commission might have reason to question the jurisdictional nature of a ncw pipeline
company that purportedly commenced service as an intrastatc pipeline. only to undertake
the provision of a substantial amount of service in interstate commerce shortly thercafter
under section 311 of the NGPA.

*See Lee & Storage Partnerskip, 73 FERC ¥ 61,159 at p. 61.477 (1995),

1d. at p. 61,479, cuting Midcoast Vennures 1, 61 FGRC 4 61.029 at p. 61158
(1992).
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State Capitol, Room 125
Juneau, AK 99801-1182

Re: SB 287/ Work Draft “R”
Dear Senator McGuire,

Thank you for speaking with me yesterday regarding SB 287 and Work Draft “R” of that legislation.
I behieve this legislation is on the right track to codifying the work being done by our bullet line gas
team and I welcome the opportunity to work further with you on it.

Alaska’s natural gas is a nch and abundant resource that must be commercialized for the benefit of
Alaskans, To that end, the State is currently pursuing two paths, effectively leaving open more
opportunities for a gasline than choosing only one pipeline at this time.

The State has a project team pursuing bullet line opportunities intended to bring natural gas o
Alaskan homes and businesses. | instructed the engincering team to determine the cost of a
pipeline from the Interior basins near Nenana. to the foothills of the North Slope, or if need be,
all the way to the North Slope so that the least costly routing and long term gas supply can be
identified.

Last year, the Legislature approved funding for the bullet line work and we are pleased with the
progress to date. An Environmental Impact Statement is in progress, preliminary engineering and
pernutting 1s underway, and we anticipate the initial cost estimates will be available this summer. In
addition, a commercial group of gas owners, utilities, and other private sector parties continue to
meet to support our efforts 1o move forward.

On a paralle] path, the Alaska Gas Pipeline Project being pursued by TC Alaska and ExxonMobil is
scheduled to initiate its open season in the weeks ahead. These private sector companies are bringing
their expertise and capital to the table to assure a gasline project moves forward. The Alaska Gas
Pipeline Project has been fully engineered and tanffs established for gas delivery to Alaskan
communities (including a tidewater LNG project) and throughout North America. I fully suppont
maintaining this Alaskan private sector opportunity.
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The Honorable Lesit McGuire
March 18, 2010
Page 2

Earlter, I noted that your bill is headed in the right direction. We need to foster opportunities for a
gasline, rather than limit our options by picking only one path that may or may not lead 10 a project.
Because Work Draft “R” of SB 287 leaves open opportunities for Alaska jobs and Alaska energy for
Alaskans, I will continue working with you on the merits of the bill.

Reg

Sean Pamell
Govermor




ALASKA STATE LEGISLATURE

SENATOR LESIL McGUIRE
SENATOR BILL WIELECHOWSKI
Co-Chairs, Senate Resources Committee

MEMORANDUM
Date: March 18, 2010
To: Kirsten Waid, Senate Secretary
From: Senator Lesil McGuire, Co-Chair

Senator Bill Wielechowski, Co-Chair
Senate Resources Committee

Re: Senate Resources Committee Schedule

Committee Schedule
Senate Resources
For the week of March 15-19

Unless otherwise noted, all meetings will be held in the Butrovich, Rm 205 @ 3:30 p.m.

Thursday, March 18" ]

+*= 8B 287: In-State Gas Pipeline

+* =SB 228: Tax Incentives for Gas to Liquids _
+* =SB 242: Geothermal Resources Tax Credits
+* =SB 243: No Royalty on Geothermal Resource

+LSB—294—SpeH—F+sh-Gmde—L}eeﬂse Moved to Monday’s Calendar
+= Bill Previously Heard/Scheduled

Friday, March 19" (This meeting will be held JOINTLY with House Fisheries Committee)
Overview: Preliminary review of the Board of Fisheries request for a comprehensive evaluation
of large-mine permitting and standards for protection of fish and game habitat in the Bristol Bay
watershed.

+=  Bill Previously Heard/Scheduled

First Hearing in First Committee of Referral
Teleconferenced
Bill was previously Heard/Scheduled

I+ =
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‘Members of the Alaska State Legislature
State. Capitol Buﬂdmg
Juneau, AK 998011182

Re:  Septembet/October Instate Gasline Report
Dear Legislators,

The State team and its contractors continue to wotk on permit applications, refine cost estimates, and
review project alternatives toward the goal of having a final envitonmental impact statement by December
2010 for a possiblé in-state natural gas pipeline from the North Slope to tidewater at Cook:Inlet. We are
doing the preparatory work; the final project decision will be up to the Legislature, the Governot, and
whether private interests see a need for the project, Qur work is only to analyze and present the pipeline as
an option..

Our work over the past couple of months has concenttated on:.

* Completion of the hydraulic analysis for the gas pipeline in ordet to establish the hest locations for
compressor statons along the pipehne toute, Compressor turbinés operate most efficiently at colder
temperatutes, so the analysis included soil and ambient temperature analysis up and down the two
potential pipeline routes from the North Slope to tidewater (the Parks Highway and the
Glenn/Richardson Highway routes). The work included modeling the temperatures, comptessor
efﬁclency, and drop-off in pipeline pressure to determine the most effective locations for.
comptessor stations. The work identificd potential sites, within a four or five mile range, also
considering ground ¢omposition, accéss, and wetlands issues. The exact number.of compressot
stations and precise location for each station would depend on the capacity of the gas line and would
bea decision for the project developer,

° Treparation of right-of-way permit appIiCat{ons to State and federal-agencies: The State team and-its
contractors expect to submit thosé permit applications later this month. The Alaska Department of
Tmnspm:tatlon and Public Facilities (DOT & PF) will be the permit applicant. Applications will be
filed for both pipeline routes. A decision.on which route to select will be up to the Legislature and
the Govermnot, and a private developer, at'a later date.

® Dreparation of wetlands permits that will be submitted later this month to the U.S. Army. Corps of
Engineers.

* Working with the DOT & PF to iciend?y potential gravel sites along the pipeline réutes.
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o f_)etermining_ the need and cost for a gas treatment plant to remove carbon dioxide, hydrogen
sulfide, and other impuriticb from the gas stream before it enters the pipeline. Though Enstar has
shared with the State team its work on an in-state gas line, that efforr did not include a review of gas
treatment needs or costs. The State team will be talking with North Slope producers and others in
the coming rhonths o learn more about possible gas treatment plant configurations, costs, and
operations. Certainly, thie size and cost will depend on the volume of gas expected to move through

the line, and planning for any possible expansions.

°  And, we are-continuing with cost arid cconcmic feasibility analysis of hatural gas liquids extraction in
Alaska, possible sites for an Natural Gas Liquids plant, and marketing issues.

The reference case fof our work is a 24-inch line from Prudhoe Bay t6 tidewater at Cook Inlet, though the
team also is looking at smaller pipe for a lower-capacity line. A 24-inch line could accommodate up to one
billion cubic feet per day, depending on the number of compressor stations. The reference case would bé a.
pipe capable of moving wet or dry gas, while we also look at a dry-gas only line 2s an option. Obtaining gas
supplies. from Gubik in the Brooks. Range Foothills is another option that will be considered as the team
models out all the alternatives in the coming months. Those alternatives: will range from a pipeliné capacity
of 250 muillion cubic feet per day to one billion cubic féet per day.

Upcoming work will also include flow simulations and diagrams to help determine major equipment needs
and costs for the line, including a componént-by- component. analysis of costs, investigating cost-reduction
roppoﬂumtjes for the project; and conductmg field work next summer to verify site data — particulatly at
fiver crossings, gravel sites, fault crossmgs ~—- and to conduct a geotechnical borehole drilling program. The
State’s team includes Baker for engineering, design, and cost work, and Arctic Slope Regional Corporation
for much of the permit work.

Assuming the State obtains all of the right-of-way permits, wetlands permits, and a final Environmental
Impqct Statemeént next winter, the State would be ready in the spring of 2011 to nurn over (sell) the package
-of engineeriig wark and permits to a private entity to build the line; if the Legislature and Governor decide
that is the best option for Alaska.

Oiir expensés for September and October wete $445,364 and $399,968 respectively. Total expenditutes for.
the year-to-date are' $1,826,859.

Please do niot hesitate to contact me at 907-269-8656.if you have afiy questions: I will havé another feport in
Dccembet. '

Sincetely,

Flatry Noah
Ptoject Manager
In-state Ga_s:l’rogmm
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Amendment #1
Offered in the Senate By Senator McGuire
To: CS SB 287 (RES), Draft Version “R”
To Page 7, line 2:
Conceptual
Delete: “immediately under AS 01.10.070(C)”

Insert: July 1, 2010

Purpose: To allow the current work to continue through to the next fiscal year.



Amendment #2

Offered in the Senate By Senator McGuire

To: CS $B 287 (RES), Draft Version “R”

4078

To Page 1, lines 4-5:
Conceptual

Delete} “from the Office of the Governor and the Department of Natural Resources” (
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An unconventional glut
Mar 11th 2010 | HOUSTON
From The Ecenomist print edition

Newly economic, widely distributed sources are shifting the balance of power in the world’s gas markets

SOME time in 2014 natural gas will be condensed into liquid and loaded onto a tanker docked in Kitimat, on Canada’s Pacific coast, about 650km (400 miles)
north-west of Vancouver. The ship will probably take its cargo to Asia. This proposed liquefied natural gas (LNG) plant, to be built by Apache Corporation, an
American energy company, will not be North America’‘s first. Gas has been shipped from Alaska to Japan since 1969. But if it makes it past the planning
stages, Kitimat LNG will be one of the continent’s most significant energy developments in decades.

Five years ago Kitimat was intended to be a point of import, not export, one of many terminals that would dot the coast of North America, There was good
economic sense behind the rush. Local production of natural gas was waning, prices were surging and an energy-hungry America was worried about the
lights going out.

New North America has an unforeseen surfeit of natural gas. The United States’ purchases of LNG have dwindled. It has enough gas under its sail to inspire
dreams of self-sufficiency. Other parts of the world may also be sitting on lots of gas. Those in the vanguard of this global gas revolution say it will transform
the battle against carbon, threaten coal's domination of electricity generation and, by dramatically reducing the power of exporters of oil and conventional
gas, turn the geopolitics of energy on its head.

Deep in the heart of Texas

The source of America’s transformaticn lies in the Barnett Shale, an underground geotogical structure near Fort Worth, Texas. It was there that a small firm
of wildcat drillers, Mitchell Energy, pioneered the application of two oilfield techniques, hydraulic fracturing (“fracing”, pronounced “fracking”) and horizontal
drilling, %o release natural gas trapped in hardy shale-rock formations. Fracing involves blasting a cocktail of chemicals and other materials into the rock to
shatter it into thousands of pieces, creating cracks that allow the gas to seep to the well for extraction. A "proppant”, such as sand, stops the gas from
escaping. Horizontal drilling aflows the drill bit to penetrate the earth vertically before moving sideways for hundreds or thousands of metres.

l One nation over gas
US shale-gas resources

B Shate-gas plays [J Basins

Saurces: Enegy Inf con Adminisiration; Petroleum By

These techniques have unlocked vast tracts of gas-bearing shale in America (see map). Geologists had always known of it, and Mitchell had been working on
exploiting it since the early 1990s. But only as prices surged in recent years did such drilling become commercially viable. Since then, economies of scale and
improvements in techniques have halved the production costs of shale gas, making it cheaper even than some conventional sources.

http://www.economist.com/business-finance/PrinterFriendly.cfm?story_id=15661889 3/17/2010
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The Barnett Shale alone accounts for 7% of American gas supplies. Shale and other reservoirs once considered unexploitable (coal-bed methane and “tight
gas”) now meet half the country’s demand. New shale praspects are sprinkled across North America, from Texas to British Columbia. One authority says
supplies will last 100 years; many think that is conservative. In 2008 Russia was the world's biggest gas producer (see chart 1); last year, with output of
more than £00 billion cubic metres, America probably overhauled it. North American gas prices have slumped fram more than $13 per million British thermal
units in mid-2008 to less than $5. The “unconventional™—tricky and expensive, in the language of the oil industry—has become conventional.

i nlzader under pressure B
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The availability of abundant reserves in North America contrasts with the narrowing of Western firms’ ofl oppeortunities elsewhere in recent years. Politics was
largely to blame, as surging commodity prices emboldened resource-rich countries such as Russia and Venezuela to restrict foreign access to their
hydracarbons, “Everyone would like to find more oil,” says Richard Herbert, an executive at Talisman Energy, a Canadian firm using a conventional North
Sea oil business to finance heavy investment in North American shale. *The problem is, where do you go? It’s either in deep water or in countries that aren’t
accessible,” This is forcing big oil companies to get gassier.

The ail majors watched from the sidelines as mare entrepreneurial drillers proved shale's viability. Now they want to join in, In December Exxon Mobil paid
$41 billion for XTO, a “pure-play” gas firm with a large shale business. BP, Statoil, Total and others are sniffing around the North American gas patch,
signing joint ventures with producers such as Chesapeake Energy. A wave of consolidation is likely in the coming months, as gas prices remain low, the
drillers seek capital and the majors hunt for the choicest acreage.

I Rock music 2]
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Shale is almost ubiquitous, so in theory North America‘s success can be repeated elsewhere. How plentiful unconventional resources might be in other
regions, however, is far from established. The International Energy Agency (IEA) estimates the global total to be 921 trillien cubic metres (see chart 2),
more than five times proven conventional reserves. Some think there is far more. No one will really know until companies explore and drill.

The drillers are already arriving in Europe and China, which are both expected to import increasing amounts of gas—and are therefore keen to produce their
own. China has set its companies a target of producing 30 billion cubic metres a year from shale, equivalent to almost half the country’s demand in 2008.
Several foreign firms, including Shell, are already scouring Chinese shales, After a meeting between the American and Chinese presidents last November, the
White House announced a “US-China shale gas initiative”: American knowledge in exchange far investment opportunities. The IEA says China and India
could have “large” reserves, far greater than the conventional rescurce.

Exploration is also under way in Austria, Germany, Hungary, Poland and other European countries. The oil industry’s minnows led this scramble, but now the
big firms are arriving too. Austria’s OMV is working on a promising basin near Vienna. Exxon Mobil is drilling in Germany. Talisman recently signed a deal to
explore for shale in Poland. ConocoPhillips is already there. The first results from wells being drilled in Poland, in what some analysts believe is a shale
fermation simifar to Barnett, should be released this year.

No one expects production of shale gas in Europe to make a material difference to the continent’s supply for at least a decade. But the explorers in China

and Europe present a long-term worry for those who have bet on exporting to these markets. Gazprom, Russia’s gas giant, is the company most exposed to

this threat, because its strategy relies on developing large—and costly—gasfields in inhospitable places. But Austratia, Qatar and other exporters also face a

shift in the basics of their business. |

Choked

These producers are already getting a taste of the global gas glut. Almost in tandem with the surge in American production, recession brought a slump in
world demand. The IEA says consumption in 2009 fell by 3%. In Europe, the drop was 7%. Consumption in the European Union will grow marginally if at all
this year and will not be sufficient to clear an overhang of supplies, contracted through take-or-pay agreements signed in the dash for gas of the past
§e;ac)%:as. 1HS Global Insight, a consultancy, reckons that the excess could amount to 110 billion cubic metres this year, almost a quarter of the EU's demand
in X

4080 http://www.economist.com/business-finance/PrinterFriendly.cfm?story_id=15661889 3/17/2010
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The glut has been exacerbated by the suddenly greater availability of LNG. Importers with the infrastructure to receive and regasify LNG can now easily tap
the global market for spot cargoes. This is partly a product of the recession, which dampened demand from Japan and South Korea, the leading LNG buyers.
But another cause is that many exporters, not least Qatar, the world’s LNG powerhouse, spent the past decade ramping up supplies aimed at the American
market. That now looks like a blunder.

America is still taking some of this LNG, but the exporters” bonanza is over before it ever really began. "You’ll always find a buyer in North America,” says
Frank Harris, an analyst at Wood Mackenzie, a consultancy, “but you might not like the price,” And LNG will grow increasingly abundant as new projects due
to come on stream this year add another 80m tonnes to annual supply, almost 50% more than in 2008,

Gas out, money in

Qatar’s low production costs mean it can still make money, even in North Ametrica. Others cannot. In February, for example, Gazprom postponed its
Shtokman gasfield project by three years because of the change in the market. Some of the gas from that field, in the Barents Sea, was to be exported to
America. But Shtakman's gas will be costly, because the field is complex and its location makes it one of the world's most difficult energy projects to
execute, Some analysts now wonder whether gas will ever fiow from Shtokman.

China offers some hgpe for ambitious exporters, but even there the outlock has become cloudier. The Chinase authorities want natural gas to account for at
least 10% of the country’s energy mix by 2020 and are building LNG import terminals. With that target in mind, Australia, which has its own burgeoning
cenventional and unconventional gas supplies, has been busily building an LNG export business. But warning lights are coming on. In January, PetroChina let
a deal to buy gas from Australia’s Browse LNG project expire, The original agreement was made in 2007, when LNG prices were soaring in Asia, but China
can afford to be picky now. "Too many Australian LNG plants are chasing too little demand,” says Mr Harris.

The shift in the global market has left China well-placed to dictate prices. This will be another blow to Gazprom, which has long talked of exporting gas to the
country. Indeed, while the Chinese and the Russians have squabb!ed over the terms, Turkmenistan has quietly built its own export route to China. Even if
Beijing's shale-gas plans come to nothing, supplies from Central Asia and new regasification terminals along its coast may allow China to reach its natural-
gas consumption targets without pricey Siberian supplies.

The glut has weakened Gazprom's position in Europe, too. It has been losing market share to cheaper Norwegian and spot-market supplies. In 2007
Gazprom talked of increasing its annual exports to the EU to 250 billion cubic metres. Now, says Jonathan Stern, of the Oxford Institute for Energy Studies,
Gazprom will probably only ever supply the EU with 200 billicn cubic metres a year (it shipped about 130 billion in 2008). The company farecast in 2008 that
its gas prices in Europe would triple, to around $1,500 per 1,000 cubic metres, on the back of rising ail prices, which help set prices in long-term contracts.,
But the price dropped to about $350 last year and is expected to fall again in 2010. The weak market could last for another five years, believes Wood
Mackenzie. Gazprom has been renegatiating with leading customers, injecting elements of spot pricing into contracts to make them more attractive.

Shtokman shtymied

Moreaver, Europe's need for new pipelines to guarantee supplies suddenly looks less pressing. Construction of Nord Stream, Gazprem's flagship project to
export gas directly to Germany through the Baltic Sea, will begin next menth. It is due to come on stream in 2011. The scheduled doubling of its capacity to
55 billion cubic metres a year is in doubt, says Mr Stern, because Shtokman was to have supptied the gas for it.
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Demand is a bigger problem. Even without recession or European shale, the assumption that Europe’s consumption will keep growing is looking shaky,

http://www.economist.com/business-finance/PrinterFriendly.cfm?story_id=15661889 3/17/2010
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because the EU’s efforts to boost efficiency and reduce carbon emissions are making gradual headway. Edward Christie, an economist at the Vienna Institute
for International Economic Studies, says the EU could be importing a third less natural gas in 2030 than the European Commission forecast in 2005. That
makes the case for additional supply lines much less compelling. The IEA expects rich European countries’ demand to grow by only 0.8% a year in the next
two decades, against 1,5% for the world as a whole {see chart 3).

An age of plenty for gas consumers and of worry for conventional-gas producers thus seems to be dawning. But two factors could reverse the picture again.
The first surrounds the uncertainty about how fruitful shale exploration will be outside North America. A clearer understanding of the geclogy will emerge
from pilot wells in the coming months. Second, there are reasons for caution above ground, too, Despite natural gas’s greener credentials than oil’s or coal’s,
shale drilling has critics among environmentalists, who worry that water sources will be poisoned and landscapes despeiled.

The industry says cement casing of wells and the depth to which they are drilled make the practice safe and relatively uncbtrusive, But so far it has been
drilting mainly in North America, where land is plentiful and people are accustomed to the sight of oilmen’‘s detritus. In densely populated Europe, the
rapacious rate at which shale plays must be drilled to sustain production is less likely to be tolerated.

Even in America, opposition to shale gas is rising. New York state has imposed a moraterium on drilling in its portion of the Marcellus Shale, which it shgres
with Pennsylvania. Lawmakers in Congress want to study the ecological impact of fracing. The Environmental Protection Agency, a federal body, also raised
concerns about “potential risks” to the watershed.

The path of demand in gas's new age is hard to predict, but abundant new sources could bring about profound change in patterns of energy consumption.
Some of the downward pressure on price will ease: despite sedate growth, the LNG glut should dissipate, probably by 2014, says Mr Harris; and low prices
will kill more projects, clearing the inventory. France’s Total thinks global demand will recover strongly enough to require another 100m tonnes a year of
LNG by 2020, on top of plants already planned. However, the Energy Information Administration, the statistical arm of America’s Department of Energy,
predicts decades of relatively weak prices.

[f this is correct, it makes sense, for both environmental and economic reasons, for the country to gasify its power generation, half of which comes from
coal-fired plants. This ¢ould be done cheaply and quickly, because America’s total gas-fired capacity (as opposed to production} already exceeds that for
coal. Put a price of only $30 a tonne on carbon, say supporters, and natural gas would guickly displace coal, because gas-fired power stations emit about half
as much carbon as the cleanest coal plants. The IEA agrees that penalising carbon emissions would benefit natural gas at the expense of dirtier fuels.

There would be political obstacles. The coal lobby remains strong in Washington, DC. Climate legislation struggting through Congress even includes )
provisions to protect “clean coai”, a term covering an array of measures, so far uncommercial, to reduce emissions from burning the black stuff, Ironically,
il companies that were ence suspicious of proposals to control carbon now regard a carbon price or even a carbon tax as a potential boon to their new gas
businesses.

A more radical idea, and one that would have ramifications for the global oil sector, is to gasify transport. T. Boone Pickens, a corporate raider turned energy
speculator, has launched a campaign to promote this, and has support from the gas industry. By converting North America’s fleet of 18-wheeled trucks to
naturat gas, says Randy Eresman, boss of EnCana, a Canadian gas company, America could halve its imports of Middle Eastern 0il. EnCana is promating
"natural gas transportation corridors”: highways served by filling stations offering natural gas.

All this is some way off. The coal industry will not surrender the power sector without a fight. The gasification of transport, if it happens, could also take a
less direct form, with cars fuelled by electricity generated from gas.

A gasified American econcmy would have profound effects on both international politics and the battle against climate change. Displacement of ail by natural
gas would strengthen a trend away from crude in rich countries, where the IEA believes demand has already peaked as a result of the recent spike in oil
prices. Another consequence of the energy market's bull run, the unearthing of vast new supplies of gas, could bring further upheaval. If the past decade
was characterised by the energy-security concerns of consumers, the coming years could give even the world’s powerful oil producers reason to worry, as a
subterranean revolution shifts the geopolitics of glabal energy supply again.

Copyright © 2010 The Economist Newspaper and The Economist Group. all rights reserved.
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SArAH PALIN
GOVERNOR

PF.O. Box (10001
JUKEAU, ALASKA 9981 1.0001
(907 468-3500

GOVERNORGGOV.STATE.AR:US FAX (807) 465-3532
: T T : WWW.GOV.STATE AK.US
STATE OF ALASKA

OFFICE OF THE GOVERNOR
JUNEAUL

July 17, 2009

Alaska State Legislature
Alaska State Capitol
Juneau, AK 99801

Dear Alaska Legislators:

In accordance with the legislative intent language of Section 19 of SCS
CS HB113(FIN) directing me to submit monthly written reports to:-all
legislators, this is the second monthly report on the evaluation and
development of an‘in-state natural gas pipeline. I hope these short suramaries
are helpful and I certainly welcome any calls or e-mails with requests for

‘additional information,

Much-of the activity in June focused on the.commercial working group’s
first meeting. Two dozen representatives - BP, ConocoPhillips, ExxonMobil,
Anadarko, Chugdch Electric Assdciation, Golden Valley Electric Association,

Agrium, Enstar, Barrick Gold Corporation and contractors and subcontractors

on-this effort - met for two-days in"Anchorage to review the project.

Baker, a worldwide engineering firim with offices in Anchorage, is the lead
contractor for the evaluation and assessment project. The commercial working
group listed the questions, the known and missing information, and the
research and analysis needed to define the project. Work assignments were
handed out'with a schedule determining the order of the pieces for the project
to proceed on schedule.

The work breaks down into several categories for planning and analysis -
the pipeline and compressors along the route, the North Slope gas conditioning
plant, other necessary North Slope infrastructure, a natural gas liquids
extraction plant, permitting, Fairbanks and Interior Alaska needs, Southcentral
customers (utiiities and industry), ¢ther possible usérs arcund the state, and
alternatives - to meet Alaska’s niatural gas needs.
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This state-funded €ffort will prepare an estithate for the cost of moving
gas down the pipé (pipelinie tanff), not the cost of gas to consumers. That final
cost will depend on the cost of production, distribution charges and market
issues, all outside of this assessment,

Qur work contiriues to focus on thrée principal aspects of the project:
Define the project, determine the demand for gas, and calculate the cost of

service (tariff} for the pipeline.

The project drivers are a stable, affordable energy supply for businesses,
residential customers and to prothote economic growth.

Baker is managing the work on the pipeline alternative route analysis, in
addition to construction cost estimates for the project.. The focus of their work
will be to identify the capital cost of each 6ption and the potential customers,

in addition to potentidl environmental impacts. I expect.to have cost

comparisons and analysis by this fall of the two pipeline routes for moving

‘North Slope gas south — the Parks Highway or Glenn Highway — so that a

decision can be made on which foute is best for the project and the people of

Alaska.

Baker is working under a cost-plus fixed-fee contract; not to exceed $5

-million. Payrents to Baker were not included in June totals. These costs will

be reflected in the July report.

The environmental services contract was awarded in June to ASRC, ona
cost-plus basis not to éxceed $2 millioh. ASRC’s role will be to.gather

environmental data in support of the EIS process for the pipeline right-of-way

application, looking at both the Glenn and Parks highway routes. The contract
started in June; payments will be reflected in the July report.

_ Admiinistrative costs for June were $19,419; year to date they total
$98,621. Other work last month included:




Alaska State Legislature
July 17, 2609
Page 3 0of 3

. Meetings' with the federal lead agency (U.S. Army Corps of Engineers} to
discuss how the permitting process would proceed.

* Planning work started on the option of a pipeline extension to the west to
potentially serve the Donlini Creek mine,

The work program for July includes detailed review of a potential pipeline
route around Denali National Park, completing a draft of the alternative routing
analysis, a.field trip with key state and federal agency personnel to plan
permitting of the project, and starting site sélection and’ analysis for the gas
conditioning plarnit on the North Slope and also for a natural gas liquids
extra(;tio_n plant at tidewater. In addition, we will ébtain mapping for a routing
study of the pipeline to western Alaska

A long-term natural gas supply is.important to Alaska and'l appreciate
your support-as we move forward make this project a success. Please call on
me if 1 can provide any additional information as we work toward answering
that one big question for Alaskans.

Sincerely,

Harry Noah
Project Manager
Alaska In-state Natural Gasline
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" STATE CARITOL

£0 Box 1.1000t
“Junéau, Alaska 9981 1-000 1,
907:465-3500 . 3>
ke 907:465:3532" ) \wgovalaska gov-

- §50 West-7th Avenue #i 700«'
Anchorage Alaska 99501
907 269 7450
fax 907-269- 7463.

Governor Sean Parnell Covero@alasa
STATE OF ALASKA.

A\Efggs't 21, 2009

Meémbers.of the Alaska State Leg:slaturc
Alaska State Capitol
Judeau, AK: 99801-1182:

Dear Legislators:

It hias been a busy summer month for the team as we work to determiné the costs and feasibility of 2
stand-lone Alaska natufal gas pipelini¢ pm]ecn Work ¢continues on- the route analy31s for the gas.
pxpelme from the North Slope, along with enginceting work on:i possnble route for a pipeline.
"extension toward Western Alaska and site selection fora natural gas liquids éxtraction plant. The
éngineering work that is currently being done will allow for cost estimates t6 be. denved fos any
potenitial pipélirie option potentally serving ihe: railbélt area, - This would include- gas from thie
Foothllls arca of the Notrth Slope, the. Nenana basin; or Cook Tnlet.

i expett to have the first suminity” report: of thé alternative route andlysis completed by early
‘September, and will promptiy send a- copy to legxslators “The Baker engineefing team coritinues to.
artalyze the capital cost differences; envitonmental issues; afid’a. number of potential customers for
the.tivo, rotites: from the Noith Slopeé to Fau'banks and doivn thé Parks nghway to Southcentral
Alaska.vérsus the toute. to-Faitbanks and thien. along the’ Rxchardson nghway over to-Deltaand
edown to-Glennallen and aiong the Glenn Highiway to Southcentral.

The summary report.of the fouté analysis will not propose a decision but:zathet: will set out.the facts.
“fof policymakers touse in a. fiitiie deterthination of the prefen:ed touté.

The ciittent plani 1s t& submita nght—oi'lway application for both routes'in’ Octobér. The dght-of-
way applications will go to-the Alaska Départment of Natural Resoutces Umted States Bureau of
Land Management, and ‘thé: United States Army Corps of Engincers; with thé Army Corps expected
to serve as thé lead federal agency | in- charge of the éitvirontnental impact statément process.

As part of the right-of-way ptepatations, we héld ﬁeld trips last:month with state. and federal agency
personnel to. farmiliariz ¢ everyone with some of the issues that will come up in the tight-of-way and
efvironmenital i impact statement process.

Our work this past month also'included mére detailed review of a potential plpehne route around.
Denali National Park’ to avoxd the ohvious pmblems w1th national patk: lands "We believe we have

zdenuﬂed a posstble toute outs1de the pa:k boundary, ]ust east of thé Parks nghway Ir appears to-

park 1f the Nanonal Patk Semce Were to prefer havmg the plpe cIoser to its mam faahhes This




i} Members of the Aiaska State Leglslatute
.August 21 ‘2009~
Page 2

wotk lS part of the route analysxs between the two altemanves for a gas hne fmm the North Siope to,

toute.

Engmeetmg \vork is dlso contmumg on'a posmble extension toward Westeti Aliska to-servé the
proposed Donlini Greek mine, just north of thé Middle Kuskokwim River village of Crooked Creek,
about 280 miles’ northwest of Anchoxage One p0351ble pipehne toute would fun- from the west sxde.;
of Cook Inlet to Donhn Créek, and anotherroute under review would connect to: ‘thé stand-alone-
pipe just south-of Nendnia aiid extend wést froi there:

“The team just started: wotk in July ‘on site review fora posstblc natiral gas hqmds plam: to extract the-
heawet gas. hqmds fromi the | gas'stream. “Thé téami 'is lookmg at sites'in Cook Inilet.-

Lhave enclosed a copy of the stand-alone gis line projéct action plag; which the team put togéther
ing meetmg with engineets, North Slope producers ‘Southcentral utilities, potential fiatiral gas
custoiners, and othets. It provides additional details on.out scope of wotk, our objectives,
mftastmcture issues,.and timelines for the. pm)ect fearn’s wotk assignmeénts.

Our expense report i§ s follotws;

“The project spent $321; 040 dunng the moith of july and hias spedta: total of $4’F0 043 year:
todate.

Thank you fof your support-in y this Work. Pléase cail on meif I.éan prowde any additional
mformatlon and 1 will have another upclate :for you in about: 30" days.

Siricerely,

Harry Noszh
Project Manager:
In-state Gas Ptogram

Enclosure:
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ACTION PLAN for a PREFEASIBILITY STUDY
of the

STAND-ALONE GAS PROJECT
State of Alaska

SUMMARY

INTRODUCTION

The attached Action Plan was developed by representatives of the State of Alaska, with active
participation of representatives of ExxonMobil, BP, ConocoPhillips, Anadarko, Enstar, Fairbanks
Gas, Golden Valley Electric, Chugach Electric, Agrium, and Barrick Gold, and with technical
support from representatives of Michael Baker Engineering, during a two-day VIP (Value-added
Interactive Planning) Session held in the Opportunity Salon of the Embassy Suites in Anchorage
on Thursday and Friday, June 18" and 18", 2009.

The planning session was facilitated and documented by ORION Facilitated Planning Inc.

NAME OF PROJECT

The project is evolving, and a generic working name was selected for the early phases of the
project: it will be known on an interim basis as the Stand-Alone Gas Project.

OWNER

For purposes of this workshop, the Owner of the project was identified as the State of Alaska.

OBJECTIVE OF PROJECT

The Owner’s objective of the project was established as a desire * - - - for the development of a
commercially-viable in-state natural gas system with these embedded characteristics:

. Producers to make a net profit equal to, or greater than, by exporting gas;

. Industrial users to be served at a cost that enables them to be competitive in a world
market; and

. To turn the project over to a private developer who will recoup costs and make a profit

on the operation of the pipeline.”

It was noted that the State considers that it has the authority to be the Developer, if necessary.

OBJECTIVE OF VIP SESSION

The objective of the VIP Session was defined as a need “ - - - to develop an action plan for a
Prefeasibility Study of the Stand-Alone Gas Project.”

ORION[]
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ACTION PLAN for a PREFEASIBILITY STUDY
of the

STAND-ALONE GAS PROJECT
State of Alaska

SUMMARY

PLANNING TEAM

The Action Plan defined in this document was developed by the planning session participants
identified below. The full planning team functioned on an interactive, participative basis, with an
Owner-oriented focus. These same participants also wrote the scope descriptions in Section 2
of this document; there, their initials identify the authors of each work package. The corporate
affilitation of each participant is indicated by a superscript following his or her name.

Planners Areas of Relevant Experience
Ken Pohle A* ™ KRP Mine Eng; Mine Ops Mgt & Admin; Proj Mgt
Dan Clark “onocoPhilips DMC Mech Eng; Naf Gas Processing; O&G Production Mgt
Kate Lamat ®V&* KKL Geologist; Economics; Au Mines; Energy Mgt
Vin Robinson "™ VLR Civil Eng; PL Studies & Design PL Projs TAPS
Robert Wall B! RAW Mech Eng; Gas Processing & Treatment; Design; Risk Mgt
Steve Wendt "™ SMW Nitrogen Fertilizer Operations; Proj Mgt
Mike Metz B2 Eng MCM Eng Geol: R&D; Cold Regions O&G Projects
Keith Meyer 52" Eng KJM Pipeline Eng; Nat Gas Transmission; Production Ops
Ward Whitmore 52 Em WAW  Chem Eng; O&G Operations; North Slope; Nat Gas Issues
Terry Lee OF'ONT! TDL Facilitator
Sponsors Areas of Relevant Experience
Harry Noah # MR HAN Enviro; Mine Permitting
John Lay ENTAR ‘ JJL Elec Eng; Conoco Eng & Field Mgt; Enstar; Pipeline Projects
Marty Massey &>onMool MWM Petroleum Eng; Commercial: Gas Project Marketing
John Reeves " P°T JMR Business; Valdez Port; Gas Pipelines
Brad Evans “HUGACH BWE  Elec Eng; Pipeline Projects; Heavy Const; Utilities Ops & Mtce
Colleen Starring =5™* MCS Nat Gas; User Management
Dan Simpson B2k Eng DGS Civil Eng; North Slope Projs; Heavy Civil Projs; Proj Mgt
Supporters Areas of Relevant Experience
Dave Anderson "% DBA Business; Gas Processing & Commercial: AK Gas Markets
John Denis & JRD Geol: Resource Mgt; Tech Mgt
Hiten Mehta 5" _ HM Chem Eng; MBA; Contract Negotiations; Commercial
Eduardo Naranjo E°"Mov EJN Bus Admin; Gas Commercial; O&G Operations
Stan Foo 2™ STF Geology; Gold Mine Ops, NV & AK; Donlin Admin
Dan Britton "aanks Gas DWB Nat Gas Utilities; Gas & LNG Distribution
Jerry Gallagher **™"" JLG Geol; Mines; Expl; Govt-Community Relations; Legisiative Dir
Larry Persily *¢ LP 0&G Tax Fiscal Issues; AK O&G Policy Issues

JB.111 Page 1 - 02 nnln"*




ACTION PLAN for a PREFEASIBILITY STUDY
of the

STAND-ALONE GAS PROJECT
State of Alaska

SUMMARY

METHODOLOGY

The VIP process is an interactive, Owner-oriented, high-level planning process that focuses on
development of a plan by a designated team to achieve the Owner’s objectives for his project or
program. The process is guided by an experienced Facilitator who records the aggregate input
of the planning team, but does not influence the content, direction or technical viability of the
plan.

For this project, the State’s Sponsor (identified on the previous page) clearly identified the
strategic objective of the project, and then identified the objective of the VIP Session. These
objectives, coupled with other basic project information that was developed interactively during
the Kickoff Portion of the workshop with the participation and endorsement of the Sponsors, are
included in Section 1 of this Action Plan; they provided solid parameters for development of the
plan.

The participants then developed their plan fo achieve the stated project objectives. First, they
developed a logic network that established the work packages and their logic-driven
interactions. This part of the process largely ignored the durations of individual activities, and
maintained an objective focus on the work process. As a wrap-up step, the participants made a
thorough review of the logic network they had created -- they adjusted interactions if necessary
and added durations to each of the work packages, remaining consciously objective through this
vital phase of the planning process.

The result of the VIP Session was a plan that was developed by the team that, to large extent,

will be involved with the execution of the program. This document records their plan to execute
a Prefeasibility Study for the Stand-Alone Gas Project.

“COST OF SERVICE”

It was recognized that the phrase “cost of service” is potentially very misleading, that there are
three significant and distinctly different components to the cost of gas, and that “cost” is not the
same as “price”. The participants resolved that the cost of the three components, as used in this
study, should be referred to as follows:

. Production Cost

. Treatment & Pipeline Cost

. Distribution (incl Storage) Cost

. Total Cost = the Sum of these three cost elements

ORION'G!
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ACTION PLAN for a PREFEASIBILITY STUDY
of the

STAND-ALONE GAS PROJECT
State of Alaska

SUMMARY

ASSUMPTIONS

Two clarifying assumptions were discussed briefly during the planning session; they are
included in this document to provide clarification to the context of this Action Plan:

Assumption #1: the major working assumption was that a stand-alone gas pipeline project
would only be constructed if the 48-inch pipeline to the lower 48 states is either delayed from
the planned 2019 start-up date, or will not be constructed at all.

Assumption #2: this action plan is focused on defining a cost of service for a stand-alone gas
pipeline project. There are other aspects of the In-State gas project work that are not included in
this document.

PROJECT DRIVERS

During a focused discussion, each of three groups identified the “drivers” for the project from
their unique perspectives:

State of Alaska — wants the pipeline system

. to provide an energy supply to support economic growth;
. to provide a financial opportunity to the State; and
. to provide affordable natural gas service to home-owners.

Producers — want to

J sell all gas at highest possible net-back; and

J sell largest volume of gas possible.

Users — wants vary, depending on the User organization, as follows:

. Agrium: Could re-start its Kenai operations and operate at full capacity, if long-term gas
service was available.

. Western Alaska: Residents of western Alaska could be served by a pipeline; the Donlin
Creek mining project is one example of a major potential user.

. Utilities: Requires long-term, secure, reliable supply for existing and growing customer
base; there is a sense of urgency for secure supply, and the pipeline option appears to
be superior to current options.

ORION']
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ACTION PLAN for a PREFEASIBILITY STUDY
of the

STAND-ALONE GAS PROJECT
State of Alaska

SUMMARY

POTENTIAL OPPORTUNITIES

Two potentially-significant opportunities to improve the success potential for the project were
identified by the participants:

. Develop opportunities to confirm and increase gas volume requirements; and

. Adopt a proactive approach to permitting by the State, to avoid project schedule delays.

POTENTIAL THREATS, RISKS & ISSUES

Six potentially-significant threats, risks or issues were identified and discussed briefly:

) Ramp-up may be slow, impacting the economics of the project;

J Industrial users {(e.g., Agrium) may not commit if schedule is deferred;

. Possible users (e.g., Barrick) may not materialize;

. If the “big line” proceeds, this project would not be viable in the current configuration;
. If 2 major discovery is made in Cook Inlet, this line would not be necessary; and

. High pricing would threaten the economics of the project.

| ORION'(
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ACTION PLAN for a PREFEASIBILITY STUDY
of the

STAND-ALONE GAS PROJECT
State of Alaska

SUMMARY

REFERENCE CASE

Prior to development of their plan, the participants established a “reference case” to describe
the scope of the project in simple graphic format:

|
Producer Gas wmmmp
- Conditioning

Plant Prudhoe
Bay

Infrastructure
NGL

Extraction
Plant

Fairbanks
50 Mcf/d

<

Donlin

(Possible) } 4

30 Mcfid

Cook
\/ \’ Inlet
A A

<
X

Utilities Power Agrium LNG Possibles

| o
|
|
I \N/
| A
|
I
: 100 Mcf/d 100 Mcf/d 150 Mcfid 230 Mcfid ?
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ACTION PLAN for a PREFEASIBILITY STUDY

of the

STAND-ALONE GAS PROJECT
State of Alaska

SUMMARY

PROJECT OVERVIEW SCHEDULE

Prior to commencement of planning, the participants developed and reviewed a simple overview
schedule of the project, to understand the State's perspective of a possible advancement
program for the Stand-Alone Gas Project. The numbers under the bars identify the number of
months each activity could require. It is emphasized that this conceptual sketch does not
represent a committed program — it was developed simply to provide a vehicle for discussion.

uownern

State of Alaska

Project |
investment |
Decision

Developer

“Stage” Prefoasibility 'Feésfb'ilit'y _ “Bankable” Feasibility Project Execution
“Commercial” *+ UserAgreements = User Commitments

« ProducerAgreements |+ Producer Commitments

= Selection of Developer
Duration 12 12 18 30-36
(Months)
Estimating +50% +30%
Permits

dnERENRRAEN —
ORION (7]
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ACTION PLAN for a PREFEASIBILITY STUDY

of the

STAND-ALONE GAS PROJECT

State of Alaska

SUMMARY

WORK BREAKDOWN STRUCTURE (WBS)

The Stand-Alone Gas Project has numerous asset or administrative themes. These themes, or
Work Areas, were defined by the planning team at the start of the active planning session; they
form the primary structure of this action plan:

JB.111

A

FRX«“IOMmMOoOO®

Program Administration
Conditioning Plant

NGL Plant

North Slope Infrastructure
Pipeline & Compressors
Fairbanks

Cook Inlet — Utilities
Cook Inlet — Industrial
Possible Users
Permitting

Alternatives

Page 1 - 08
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ACTION PLAN for a PREFEASIBILITY STUDY
of the

STAND-ALONE GAS PROJECT
State of Alaska

SUMMARY

SCHEDULE CALENDAR

The schedules in this document were prepared using the Primavera software package. They
were based on the precedence [logic] network developed during the planning session, and used
a start date of June 22", 2009

The schedules use one-day time units, with five days per calendar week. No allowances were
provided for statutory holidays or vacation periods, apart from a nominal two-week lost time
allowance over the Christmas period.

SCHEDULE RESULTS

The as-developed schedule indicated that the Prefeasibility Report would not be finalized and
issued until August 18", 2010 - about two months beyond the milestone date of June 30",
2010.

The development of a logic network using the VIP process tends to create a schedule that can
be reduced by some amount while staying faithful to the content of the workshop and the intent
of the participants. In this case, ORION*FPI's Facilitator subsequently made a total of five
carefully-considered adjustments to the schedule to enable the Prefeasibility Report to be
issued on June 9. This post-workshop pattern is a normal follow-up to an VIP Session. Only
one duration was changed; the balance of the improvement was achieved by creating or
extending the "overlaps” between adjacent work packages.

The schedule included in this action plan incorporates these five adjustments:

ADJUSTMENT
ITEM WP - or - RELATIONSHIP From To
1 A-08 / A-09 FF"™ FF"©
2 A-16/ A-17 FF™® FF°
3 E-03/ E-04 FS ss'™
4 E-04 90 70
5 E-04 / A-07 FF° FF®
w 18
JB.111 Page 1-09 un"]"
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ACTION PLAN for a PREFEASIBILITY STUDY
of the

STAND-ALONE GAS PROJECT
State of Alaska

SUMMARY

SCHEDULE FORMATS

The Prefeasibility Master Schedule for the Stand-Alone Gas Project is presented in this
report in three different formats:

. A 2-page tabulation of the work packages which describes the early start and finish
dates, the late start and finish dates, the duration, and the total float for each activity; it is
included on Pages 3-02 to 3-03 of this report.

. A 4-page detailed bar chart, in color, of all work packages sorted by program areas. |tis
a simple and clear presentation of all of the work packages, sorted in the usual early-
start, early-finish fashion; it can be found following Page 3-03.

. A large Time-Scaled Logic Diagram of all work packages, grouped by Work Areas. This
format is similar to the bar charts above, but it is a large, fold-out version. It is included
in a plastic pocket in the back of certain Action Plan reports, flagged by an asterisk (*)
behind the names on the Letter of Transmittal.

ORION (Y
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ACTION PLAN for a PREFEASIBILITY STUDY
of the

STAND-ALONE GAS PROJECT
State of Alaska

SUMMARY

PHOTOGRAPH

The following photograph shows the logic network, as developed at the VIP Session — although
not legible in this format, it will serve as a visual reminder of shape of the plan.

ORION[
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ACTION PLAN for a PREFEASIBILITY STUDY

of the

STAND-ALONE GAS PROJECT

State of Alaska

SCOPE DESCRIPTION

The scope description of each work package on the following pages is brief, but it highlights the
essential content and context of the work for each activity. The key persons who attended the
planning session also wrote the scope descriptions for the individual work packages. For
convenience, the initials of each Planner have been placed adjacent to the scope descriptions
which he or she prepared; note that the initials are not intended to imply a responsibility for
execution of the work package. The write-ups have been edited by the Facilitator to achieve
similarity of format and presentation, and to stay within the context of the VIP Session; in cases
where the edits have been significant, the Facilitator's initials have been inserted following those
of the primary author.

A

A-01

A-02

A-03

A-04

JB.111

* * * * *

PROJECT ADMINISTRATION

Develop Project OrChart (KRP)

An organization chart will be produced to show the relationship of the private and
public entities participating in the project.

Develop Points of Contact (KRP)

An individual will be identified within each organization to handle inquiries and
determine subordinate participation in the gas project.

Develop RASCI Matrix (KRP)

A grid system (responsibility matrix) will be established assigning roles and
responsibilities within the team, bringing structure and clarity to the system, and
ensuring everything the team will need to do will be taken care of. The matrix will
establish interacting responsibilities regarding deliverables, processes and
procedures.

Develop Level 2 Schedules (KJM/TDL)

This action plan includes a Level 1 (or "Master”) schedule, and provides an
overview of the Prefeasibility program. Level 2 schedules, including significantly
more detail, will be developed with continuing reference to the Level 1 schedule,
and expected inconsistencies will be rationalized. The product will be a tier of
schedules, from the overview-level master schedule to the detailed Level 2 and 3
schedules that will be used to manage the program effectively.

ORION [
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of the

STAND-ALONE GAS PROJECT

State of Alaska

SCOPE DESCRIPTION

A-05

A-06

A-07

A-08

JB.11

Develop Project Execution Strateqy (DGS/TDL)

An owner-oriented project execution strategy will be developed to establish the
parameters within which the capital project will be implemented. To ensure the
project’s success, a clear vision of the purpose and objectives will be developed so
that the general work activities can be identified. A project organization chart will
be developed to manage the resources.

Execute Contructability Review (DGS)

A detailed field review of the route and conceptual plans will be performed by
experienced pipeline construction personnel to identify significant factors for
consideration such as routing, terrain and geotechnical issues, appropriate
construction techniques and materials, logistical constraints, and cost saving
measures. The proposed construction schedule will be analyzed for feasibility and
significant risk factors will be identified. A similar process will address the
construction of the conditioning plant and the NGL extraction plant at the north end
of the pipeline, and the gas compressor stations. The results of the reviews will be
fed forward into the design process.

Develop Project Execution Plan (DGS/TDL)

A number of detailed project execution plan components will be developed to
define the execution phase of the project. Level 2 EPCM schedules will be
prepared for the capital program. Critical assumptions and constraints will be
identified.  Quality assurance and quality control procedures will be documented.
A Safety Plan will identify proper field conduct and procedures. These elements
will support the development of the Basis of Estimates.

Develop Logistics Plan (DGS)

A Logistics Plan will be developed for the project. It will provide a time and spatial
reference addressing the major elements of material and personnel transportation
for the project. In conjunction with the construction schedule, likely material
sources will be identified and matched with transportation modes such as air,
shipping, railroads, and trucking — and perhaps sea-lifts for the facilities on the
north slope. Camp and material storage locations and capacities will be identified.
Water and fuel requirements will be estimated. Other material preparation or
handling sites such as pipe coating and double jointing yards will be located. This
plan will form the basis of transportation costs for the construction cost estimate.

ORION ‘(1
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SCOPE DESCRIPTION

A-09

A-10

A-11

A-12

JB.111

Establish Basis of Estimates (DGS)

All relevant information for the pipeline, compressor stations and the conditioning
plant/NGL extraction plant will be assembled and the unit costs required for the
project construction cost estimate will be documented. Prevailing union labor rates
and equipment rental rates will be collected. An estimating system will be set up
for manpower by craft, equipment by units, fuel consumption, consumables and
supplies. A crew-up type estimating system will be assembled to factor union
labor rates and fringes, equipment rental rates, equipment operation and
maintenance costs, cost of supplies/consumables, small tools mark-up system,
applicable payroll taxes, and insurance and personnel per diem cost. Collectively,
these elements will establish the basis for estimating the direct and indirect costs
of the project by work area.

Assemble Cost Estimates (DGS)

Using the prefeasibility-level project description, unit quantities will have been
determined and construction cost estimates will be prepared for the Gas
Treatment Plant, the NGL Extraction Facility, and the pipeline system. Ideally, two
estimates for each facility will have been prepared for comparison purposes.
Conflicts will be reconciled and GTP and NGL costs will be compiled with pipeline
costs into one package. The estimates that were developed by work area will be
assembled and reviewed to avoid gaps and overlaps.

Establish Commercial Parameters (EJN)

A listing of pipeline commercial parameters will be developed including return on
investment, debt-equity ratio, depreciation methodology, financing costs, pipeline
access terms, and methods for allocation of cost overruns. To develop these
parameters, a comparison to other pipelines will be established for relevant
benchmarks. The overall return of the pipeline investment will be assessed to
ensure the pipeline investment can be financed.

Estimate Reference Project Cost (DGS)

The “reference project” has been defined as a no-frills baseline (see sketch on
Page 1-06). The project cost will be calculated from the sum of the component
costs (design costs, owner-supplied long-lead time items, infrastructure
development, project management, quality assurance, contingency, construction,
environmental restoration and as-built costs).

ORION' X
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SCOPE DESCRIPTION

A-13

A-14

A-15

A-16

A-17

A-18

4103 JBIM

Execute Reference Project Cost Reviews (KJM)

An interactive workshop will be prepared for review of the capital costs developed
for the reference case. The workshop participants will have a background in
developing detailed greenfield pipeline and related facility cost estimates. The
workshop will have the unit cost basis of estimate, the work breakdown, crew
development, as well as related production factors. As appropriate, the
information will be compared and calibrated against other project cost estimates
and/or relevant cost estimate items. A similar review will be conducted for
evaluation of the operational costs.

Execute Reference Project Commercial Reviews (EJN)

An expert review of commercial terms will be performed to assess if the
commercial parameters selected are appropriate. An estimation of the gas
treatment and pipeline costs will be presented at this review.

Develop Project Scenario Matrix (KJM)

Using developed information from prior work tasks, the relevant project data and
completed costs will be assembled into a scenario matrix that will succinctly
describe the base elements of the project, especially as they relate to the cost of
service of the project. A narrative description of significant items in the completed
matrix will be developed with reference to reports that further explain these
differences, especially as these items may affect the cost of service.

Develop Alternate Scenario Cost Estimates (KJM)

Using the same format as for the reference case, the completed information for the
studied alternatives will be assembled into an analogous matrix. Along with this, a
narrative description of significant differences in the completed matrix will be
developed with reference to reports that will further explain these differences.

Develop Draft Prefeasibility Report (KJM}

The information from work tasks will be compiled into a draft prefeasibility report
on an evolutionary basis throughout the study period. The report will reference
completed prior reports as appropriate and summarize the findings. It will explain
the matrix for comparison of the reference and alternate scenarios and will outline
the significant conclusions.

Review Draft Prefeasibility Report (KJM)

A review of the draft prefeasibility report will be completed by the entire Working
Group as well as interested personnel! in the Client Group. The comments and
edits will be assembled in a spreadsheet with resolution of each item noted.
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ACTION PLAN for a PREFEASIBILITY STUDY
of the

STAND-ALONE GAS PROJECT
State of Alaska

SCOPE DESCRIPTION

A-19 Finalize & Issue Prefeasibility Report (KJM)

As appropriate, the developed actions from the review of the draft report will be
incorporated into the final document. The report will be attributed with appropriate
project description as a contract deliverable and prepared for further distribution as
a paper report and an electronic version.
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of the

ACTION PLAN for a PREFEASIBILITY STUDY

STAND-ALONE GAS PROJECT

State of Alaska

SCOPE DESCRIPTION

B

B-01

B-02

B-03

JB.N

CONDITIONING PLANT

Develop Conditioning Design Basis (WAW)

A design basis will be developed to describe major components of a Gas
Conditioning Plant to remove carbon dioxide, hydrogen sulfide and water from
source gas and deliver it to the inlet of the NGL Extraction Plant on the North
Slope per the reference case scenario. Flow rates and compositions of all GCP
sources, products and by-products will be identified. Applicable codes and
standards will be identified. Facilities and supporting infrastructure will be
described to a level only as required to support project permitting and cost
estimation.

Develop Conditioning Plant Specifications (WAW)

Specifications for major components of the Gas Conditioning Plant will be
developed from information in the GCP design basis. Specifications will be
developed in conjunction with cost estimation and project permitting only to the
detail required to support these activities. Specifications will include a block flow
diagram and process flow diagram with overall material balance including fuel. A
preliminary site plan showing connections to existing infrastructure will be
developed. A preliminary design will not be done, but a. preliminary module layout
will be developed.

Estimate Conditioning Plant Costs (WAW)

A +/- 50% capital cost estimate, with a corresponding non-fuel operating cost
estimate, will be developed for the Gas Conditioning Plant based upon GCP
specifications. Capital costs will be based on use of modules typical of North
Slope construction and will include module transport to the site.
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STAND-ALONE GAS PROJECT

State of Alaska

SCOPE DESCRIPTION

C

c-01

C-02

C-03

JB.111

NGL EXTRACTION

Establish NGL Extraction Design Basis (WAW)

A design basis will be developed to describe major components of the NGL
Extraction Plant to be located immediately downstream of the Gas Conditioning
Plant on the North Slope per the reference case. The design basis will include all
facilities necessary to deliver compressed and chilled utility grade natural gas to
the pipeline inlet. Flow rates and compositions of all feed, product, and by-product
streams will be identified. Applicable codes and standards will be identified.
Facilities and supporting infrastructure will be described to a level only as required
to support project permitting and cost estimation.

Develop NGL Extraction Specifications (WAW)

Specifications for major components of the NGL Extraction Plant will be developed
from information in the NGL plant design basis. Specifications will be developed in
conjunction with cost estimation and project permitting only to the detail required to
support these activities. Specifications will include a block flow diagram and
process flow diagram with overall material balance including fuel. A rough site
plan showing module layout and connections to existing infrastructure will be
developed. A preliminary design will not be done.

Estimate NGL Extraction Costs (WAW)

A £50% capital cost estimate with corresponding non-fuel operating cost estimate
will be developed for the NGL Extraction Plant based upon NGL Plant
specifications. Capital costs will be based on use of modules typical of North
Stope construction and will include module transport to the site.
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STAND-ALONE GAS PROJECT

State of Alaska

SCOPE DESCRIPTION

D

D-01

D-02

D-03

D-04

JBNM

NORTH SLOPE INFRASTRUCTURE

Develop North Slope Infrastructure Design Basis (DGS)

A design basis will be developed for the north slope infrastructure that will be
associated with the conditioning plant and the NGL extraction plant. It will follow
standard practice for BP operations near the existing gas handling facilities. A
review of these design standards will be performed in consultation with BP.

Develop North Slope Infrastructure Concepts (DGS)

Infrastructure design will support the main GTP and NGL Extraction Facility
complex and will be dependent on the layout of those facilities. Features that will
drive the design include main and injection pipeline routing, access to the road
system and power grid, proximity to existing facilities, and permitting issues.
Photogrammetric level mapping will be required for the layouts. The conceptual
design process will be iterative and may require several cycles and several
concepts to settle the design. A basic cost estimate will be developed to aid in
decision making, but the main facility cost will overshadow infrastructure cost.

Develop North Slope Infrastructure Design (DGS)

Prefeasibility-level design efforts will involve a modest improvement of the
conceptual level design. Some local, up-to-date as-builts may be required to
determine tie-in points of existing facilities. Plans will be developed to the level
necessary to determine quantity takeoffs.

Estimate North Slope Infrastructure Costs (DGS)

For the associated pipelines, pads, roads, injection wells, power generation, and
other necessary infrastructure facilities, relevant unit quantities will be determined
and tabulated. Capital and operating costs will be calculated on a unit cost basis
from historical cost databases for the North Slope.
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SCOPE DESCRIPTION

E

E-01

E-02

E-03

JB.111

PIPELINE & COMPRESSORS

Develop Gas Market Projection (JJL)

A gas-needs market projection will be prepared for use in sizing the Alaska Stand-
Alone Gas Pipeline. Information from this summary will be used to determine the
throughput and ramp-up requirements of the system. In general, the pipeline
throughput will be the difference between the estimated market projections
(Fairbanks/Interior AK, Cook Inlet Utilities, LNG-Nikiski, Agrium-Nikiski, and other
potential prospects) and existing gas contracts for Cook Inlet area gas, projected
annually over the life of the pipeline. One key assumption is that annual usage will
be normalized across each year through storage adequate to address peak usage
and backup supply needs.

Establish Reference Flow Rate (WAW)

A schedule of annual pipeline flow rates for the reference case will be developed
for use in pipeline hydraulic simulations and specification of attendant gas handling
facilities. Annual pipeline flow will be estimated as the difference between
projected Cook Inlet demand and supply, both of which will be developed via other
items in the Action Plan. Annual flows will be expressed in volumetric and thermal
(BTU) rates to allow adjustment based on pipeline gas heating value. Reference
case flow will include gas to Fairbanks.

Establish Pipeline Design Basis (MCM)

A pipeline design basis wil! be established for a reference case from Prudhoe Bay
to Cook Inlet. The basis for design will address the basic criteria and general
guidelines under which the gas pipeline will be designed and constructed. The
document will include average daily gas flow rate, pipe diameter, operating
pressure, grade of steel, compressor and metering facilities, routing criteria,
environmental data, hydrologic data, geotechnical data, construction and
operational philosophy, construction scheduling and seasonal constraints.
Additionally, the design basis will include a listing of applicable regulations, codes,
and standards.

ORION'CT

Page 2-09




4109

ACTION PLAN for a PREFEASIBILITY STUDY
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State of Alaska

SCOPE DESCRIPTION

E-04

E-05

JBan

Design Pipeline System (MCM)

The pipeline conceptual design will utilize the pipeline design basis to complete a
mile-by-mile conceptual design for input to a +/- 30% defensible cost estimate.
The pipeline design will be based on terrain unit/landform mapping, permafrost
mapping, digital elevation model, longitudinal slopes, cross slopes, and other
derived data. The mile-by-mile design will be summarized to include compressor
station locations, recommended construction season, anticipated soil and thermal
conditions, pressure profile, temperature profile, ditch type, erosion control, civil
grading requirements and quantities, material sites, temporary facilities sites, river
crossings, road crossings, facility crossings, and an assessment of geohazards.
The format of the final document will be coordinated with the pipeline cost estimate
team, but will include alignment sheets and design segment summary.

Estimate Pipeline System Costs (MCM)

A prefeasibility level cost estimate will be developed using the mile-by-mile
pipeline design. The pipeline design will be provided as alignment sheets and in a
spreadsheet format to facilitate the development of a defensible cost estimate. The
cost estimate format will be itemized and as a crewed-up estimate.
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SCOPE DESCRIPTION

F FAIRBANKS
F-01 Develop Fairbanks & Interior Projection (JJL)

A summary of the expected gas use for Fairbanks and interior Alaska will be
assembled to be used for input to the overall gas needs for the Alaska Stand-
Alone Gas Pipeline. Estimation of loads for the Fairbanks area will be based on
quantities provided directly from the Fairbanks area utilities (Fairbanks Natural
GGas, Golden Valley Electric Association, University of Alaska Fairbanks, and the
local military bases), a study of the potential gas customers along each potential
pipeline corridor (Parks Highway and Richardson/Glenn Highway), and work that
has been compiled by Northern Economics. Information from this projection will
feed into the overall market projection for the project.
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of the

STAND-ALONE GAS PROJECT
State of Alaska

SCOPE DESCRIPTION

G COOK INLET - UTILITIES p
G-01 Develop Cook Inlet Utilities Projection (JJL)

A summary of the expected gas use in the Cook Inlet area will be prepared for use
in estimating the overall gas needs for the Alaska Stand-Alone Gas Pipeline. This
summary will include demand projections that have been assembled from
ENSTAR and the local power utilities (Matanuska Electric Association, Chugach
Electric Association, Municipal Light and Power, and Homer Electric Association).

Information from this projection will feed into the overall market projection for the
project.
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State of Alaska

SCOPE DESCRIPTION

H

H-01

H-02

H-03

H-04

JB.111

COOK INLET - INDUSTRIAL

Establish Projection Criteria (JJL)

Criteria will be established to use as a guideline when projecting the gas
requirements for areas where gas service will be provided from the proposed
Alaska Stand-Alone Gas Pipeline. The criteria will establish the assumed user
growth rates as well as a build-out schedule. Assumptions are that the gas
storage necessary 1o allow utility loads to be consistent throughout the year will be
in place.

Develop Agrium Projection (SMW)

A preliminary plan will be developed that will establishe baseline projections for
gas usage at the Agrium’'s Kenai Nitrogen Operations facility. The plan will include
daily as well as annual projections and corresponding delivery schedules.

Develop LNG Export Projection (DMC)

The potential capacity of the LNG Plant that could be available beginning in the
2016 timeframe will be determined. It will be assumed that the LNG Plant could
take supplies from either the pipeline from the North Slope or Cook Inlet area
fields. The described capacity will reflect what could be achieved assuming that
necessary investments are made and customer support through appropriate
commercial arrangements.

Develop Cook Inlet Supply Projection (JJL)

A summary of Cook Inlet gas reserves will be assembled for use in the
determination of gas needs for south-central and interior Alaska. Data will be first
compiled from current reserve information sources. Second, future supply/reserve
projections will be developed by assigning a probability to geotechnical estimates.
This information will be used to help determine the gas flow ramp-up for the Alaska
Stand-Alone Gas Pipeline.

ORIONT

Page 2 - 13




ACTION PLAN for a PREFEASIBILITY STUDY
of the
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State of Alaska

SCOPE DESCRIPTION

J POSSIBLE USERS
3-01 Develop Possible Users Projection (KRP)

Possible major natural gas users not already active in the Stand-Alone Gas Project
will be identified. The associated gas specifications and projected annual
consumption will be determined. Possible delivery methods and infrastructure
needed to deliver the gas will be identified. It is anticipated this data will be used
for inclusion in a ramp-up schedule for the pipeline under the future possibility
category.,
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K

K-01

K-02

K-03

K-04

K-05

K-06

K-07

4114 JB.111

PERMITTING

Execute Alternative Routing Analysis (HAN)

There are two major pipeline route alternatives south of Fairbanks, following either
the Richardson Highway or the Parks Highway. An alternative routing analysis will
compare the capital costs, people served, and potential environmental impacts of
each route and a report will be produced.

Define Alternatives (HAN)

A specific report along with drawings will be produced to identify localized routing
options. Those areas include the Minto Flats area, Denaili Park area and Sheep
Mountain. The best route option will be determined.

Establish Reference Project Footprint (HAN)

A pipeline corridor will be established from Prudhoe Bay to the Cook Inlet. This
corridor will be 2500 ft wide and will include both major pipeline route alternatives.
Support facilities such as compressor stations, construction camps, and lay-down
areas will be described but not specifically sited.

Develop Project Description (HAN)

A permitting level project description will be prepared to present an overview of the
project including alternatives considered and rejected, pipeline routing, and
general description of support facilities needed to operate the pipeline. In addition,
this document will describe the general approach to construction and it will include
a schedule.

Develop Regulatory & Environmenta! Strateqy (HAN)

A report outfining the Permitting Plan for the project will be produced. The key
element will be the role of the FERC. The second major issue will be the level of
detail needed for information during the EIS process.

Request FERC Jurisdictional Determination (HAN)
A formal request will be made to the FERC to define their jurisdiction.

Obtain EIS Memorandum of Understanding (HAN)

A MOU will be written between the Federal lead agency and the applicant. The
MOU will define how the permit process will be managed, the schedule, and how
the other Federal and State agencies will be involved in the process.
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SCOPE DESCRIPTION

K-08 Execute EIS Process (HAN)

The EIS process will include scoping, preparation of a draft and final EIS, and a
record of the decision.

K-09 Estimate Enviro-Permitting Costs (KRP)

The scope of major environmental permitting activities will be established
according to the outcome of FERC versus RCA determination. Ongoing
environmental tasks required for permit maintenance during the operating phase of
the pipe line will be identified. The level of project decommissioning for final close-
out will be described. Estimates will be prepared for the initial permitting for capital
cost purposes, the ongoing environmental costs for operating cost purposes, and
the closure costs. The level of precision will be the same as the Stand-Alone Gas
Project Report. The estimates will be included in the capital estimates.
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L-01

L-02

L-03

JB.111

ALTERNATIVES

Develop Liquid Demand Forecast (MWM)

A liquid demand forecast will be developed that will describe a most likely 30-year
outlook for in-State liquid and export opportunities. The forecast will include high-
side and low-side outlooks based on existing demand and the probability of
additional demand developing. The liquid forecast will also consider the potential
location of each potential demand.

Develop Alternate Gas Market Projections (DMC)

A projection of possible markets in which to place ethane will be determined based
on the potential volumes that could be supplied by the Stand-Alone Gas Project.
Both domestic and export markets will be considered. Existing methane markets
will be investigated as to their ability to take this heavier hydrocarbon component.

Develop Alternate Project Scenarios (WAW)

Alternate project scenarios to the reference case will be developed in conjunction
with the Commercial Team with the goal of enhancing project viability. Alternates
will address gas markets and potentially new gas supplies in the interior of Alaska
as well as transport of North Slope NGL if this becomes available in the future.
Overall project material balances will be developed for alternate scenarios. Capital
and operating costs for alternate scenarios will be factored from capital costs
developed for the reference case. New facility capital and operating costs will be
developed if alternatives differ significantly from the reference case.
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STAND-ALONE GAS PROJECT
State of Alaska

SCHEDULE

SCHEDULE FORMATS

The Prefeasibility Master Schedule for the Stand-Alone Gas Project is presented in this
report in three different formats:

. A 2-page tabulation of the work packages which describes the early start and finish
dates, the late start and finish dates, the duration, and the total float for each activity; it
is included on Pages 3-02 to 3-03 of this report.

. A 4-page detailed bar chart, in color, of all work packages sorted by program areas. It
is a simple and clear presentation of all of the work packages, sorted in the usual early-
start, early-finish fashion; it can be found following Page 3-03.

. A large Time-Scaled Logic Diagram of all work packages, grouped by Work Areas. This
format is similar to the bar charts above, but it is a large, fold-out version. It is included
in a plastic pocket in the back of certain Action Plan reports, flagged by an asterisk (*}
behind the names on the Letter of Transmittal.
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ACTION PLAN for a PREFEASIBILITY STUDY

of the

STAND-ALONE GAS PROJECT

State of Alaska

Activity Early Early Late Late Original | Total

D Activity Description Start Finish Start Finish Duration | Float
A PROJECT ADMINISTRATION
A-01 Develop Project OrChart 22-Jun-09 03-Jul-09  22-Jun-09  03-Jul-09 10 0
A-02  Develop Points of Contact 22-Jun-09 03-Jul-09  22-Jun-09  03-Jul-09 10 0
A-03 Develop RASCI Matrix 29-Jun-09 17-Jul-09  29-Jun-09 17-Jul-09 15 0
A-04 Develop Level 2 Schedules 22-Jun-09 03-Jul-09  22-Jun-09 03-Jul-09 10 0
A-05  Develop Project Execution Strategy 22-Jun-09 24-Jul-09  01-Oct-09  04-Nov-09 25 73
A-06  Execute Contructability Review 22-Jun-09 14-Aug-08  17-Sep-02  11-Nov-09 40 63
A-07 Develop Project Execution Plan 05-Nov-09 09-Dec-09 05-Nov-09  (9-Dec-09 25 0
A-08  Develop Logistics Plan 24-Sep-09 16-Dec-09 24-Sep-09  16-Dec-09 60 0
A-09 Establish Basis of Estimates 19-Nov-09 13-Jan-10  19-Nov-08  13-Jan-10 30 0
A-10  Assemble Cost Estimates 25-Feb-10 10-Mar-10  25-Feb-10  10-Mar-10 10 0]
A-11 Establish Commercial Parameters 22-Jun-09 17-Jul-09  11-Feb-10  10-Mar-10 20 158
A-12  Estimate Reference Project Cost 11-Mar-10 24-Mar-10  11-Mar-10  24-Mar-10 10 0
A-13  Execute Reference Project Cost Reviews 25-Mar-10 31-Mar-10  25-Mar-10  31-Mar-10 5 g
A-14  Execute Reference Project Commercial 25-Mar-10 31-Mar-10  25-Mar-10  31-Mar-10 5 ¢
Reviews
A-15  Develop Project Scenario Matrix 01-Apr-10 21-Apr-30  01-Apr-10  21-Apr-10 15 0
A-16  Develop Alternate Scenario Cost Estimates 22-Apr-10 05-May-10  22-Apr-i0  05-May-10 10 0
A-17  Develop Draft Prefeasibility Report 04-Feb-10 12-May-10  04-Feb-10  12-May-10 70 0
A-18  Review Draft Prefeasibility Report 13-May-10  26-May-10  13-May-10  26-May-10 10 o
A-19  Finalize & |ssue Prefeasibility Report 27-May-10 09-Jun-10  27-May-10  08-Jun-10 10 0
B CONDITIONING PLANT
B-M Develop Conditioning Design Basis 13-Aug-08 26-Aug-09  10-Sep-09  23-Sep-09 10 20
B-02  Develop Conditicning Plant Specifications 27-Aug-08 23-Sep-09  29-Oct-09  25-Nov-09 20 45
B-03  Estimate Conditioning Plant Costs 14-Jan-10 24-Feb-10  14-Jan-10  24-Feb-10 30 0
Cc NGL EXTRACTION
C-01 Establish NGL Extraction Design Basis 13-Aug-09 26-Aug-09  10-Sep-09 23-Sep-09 10 20
C-02  Develop NGL Extraction Specifications 27-Aug-09 23-Sep-09  29-Oct-09  25-Nov-09 20 45
C-03  Estimate NGL Extraction Costs 14-Jan-10 24-Feb-19  14-Jan-10  24-Feb-10 30 0
D NORTH SLOPE INFRASTRUCTURE
D-01 Develop North Slope infrastructure Design 16-Jul-09 09-Sep-09  13-Aug-09  07-Oct-09 40 20
Basis

D-02 Develop North Slope Infrastructure Concepts 10-Sep-09 07-0ct-09  08-Oct-09  04-Nov-08 20 20
D-03  Develop North Slope Infrastructure Design 17-Sep-09 28-0ct-09  15-0ct-09  25-Nov-09 30 20
D-04  Estimate North Slope Infrastructure Costs 14-Jan-10 24-Feb-10  14-Jan-10  24-Feb-10 30 0
E PIPELINE & COMPRESSORS
E-01 Develop Gas Market Projection 02-Jul-09 15-Jul-08 02-Jul-09 15-Jul-09 10 0
E-02 Establish Reference Flow Rate 16-Jul-09 12-Aug-09 16-Jul-09  12-Aug-09 20 0
E-03 Establish Pipeline Design Basis 13-Aug-09 16-Sep-09  13-Aug-09 16-Sep-090 25 0
E-04 Design Pipeline System 27-Aug-09 02-Dec-09 27-Aug-09 02-Dec-09 70 0
E-05  Estimate Pipeline System Costs 14-Jan-10 10-Feb-10  28-Jan-10  24-Feb-10 20 10
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Activity Early Early Late Late Original | Total
1D Activity Description Start Finish Start Finish Duration | Float
F FAIRBANKS
F-01 Develop Fairbanks & Interior Projection 06-Jul-09 08-Jui-09 06-Jul-09 08-Jul-09 3 0
G COOK INLET -- UTILITIES
G-01  Develop Cook Inlet Utilities Projection 06-Jul-09 08-Jul-09 06-Jul-09 08-Jul-09 3 0
H COOK INLET -- INDUSTRIAL
H-01  Establish Projection Criteria 22-Jun-09 03-Jul-09  22-Jun-08 03-Jul-09 10 0
H-02  Develop Agrium Projection 06-Jul-09 08-Jul-09 06-Jul-09 08-Jul-09 3 0
H-03 Develop LNG Export Projection 06-Jul-09 08-Jul-09 06-Jul-09 08-Jul-09 3 0
H-04 Develop Cook Inlet Supply Projection 06-Jul-09 08-Jul-09 06-Jul-09 08-Jul-09 3 0
J POSSIBLE USERS
J-01 Develop Possible Users Projection 06-Jul-09 08-Jul-09 06-Jul-09 08-Jul-09 3 0
K PERMITTING
K-01 Execute Alternative Routing Analysis 22-Jun-09 14-Aug-09  26-Oct-09  18-Dec-09 40 a0
K-02 Define Altematives 22-Jun-09 17-Jul-09  23-Nov-03  18-Dec-09 20 110
K-03  Establish Reference Project Footprint 22-Jun-09 14-Aug-09  26-0ct-09  18-Dec-08 40 90
K-04 Develop Project Description 26-Oct-09 29-Jan-10  26-Oct-09  28-Jan-10 60 0
K-05 Develop Regulatory & Envircnmental 22-Jun-09 14-Aug-09  21-Sep-09  13-Nov-09 40 65
Strategy

K-06 Request FERC Jurisditional Determination 20-Jul-09 09-Oct-09  19-Oct-09  22-Jan-10 60 65
K-07  Obtain EIS Memorandum of Understanding 21-Sep09 16-0Oct-09  04-Jan-10  29-Jan-10 20 65
K-08 Execute EIS Process 01-Feb-10 28-Jan-11  01-Feb-10  28-Jan-11 250 0
K-09  Estimate Enviro-Permitting Costs 14-Jan-10 10-Feb-10  28-Jan-10  24-Feb-10 20 10
L ALTERNATIVES
L-01 Develop Liquid Demand Forecast 22-Jun-09 11-Sep-09  22-Jun-09  11-Sep-09 60 0
L-02 Develop Alternate Gas Market Projections 14-Sep-09 09-Oct-09  14-Sep-09  09-Oct-09 20 0
L-03 Develop Alternate Project Scenarios 12-Oct-09 18-Dec-09  12-Oct-09  18-Dec-09 50 0
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- |
5 I
1lc-03 30 14JAN1O 24FEB10 0 I Estimate NGL Extraclion Costs
’ I
k5 1
| D NORTH SLOPE INFRASTRUCTURE _ | |
{|{p-01 40 16JULO9 09SEP09 20 Develop North Slope Infrastructure Design Basis
i 1
D-02 20 10SEPO9 070CT09 20 , iDevelop North Slope Infrastructure Colncepts :
; i | j
111D-03 0 17SEPQ9 280CT09 20 {Develop North Slope Infrasiructure Design
& - I !
D-04 30 14JAN10 24FEB10 0 I jEstimate Nortr;\ Slope Infrastructure Cosis
| E  PIPELINE & COMPRESSORS . | b
E-01 10 02JUL09 15JUL09 0 Develop Gas Market Projection o
U Y o |
£-02 20 16JUL09 12AUG09 ] {Esiablish Reference Flow Rate ! |
i i | i
B e A | 1
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Crig Early

Early

Total

iD Dur Start Finish Float a2 | 2009 1 o4 Qi I Q2 2?10 a3 I 23111

E  PIPELINE & COMPRESSORS 4 J | A 4 i
E-03 25 13AUG09 16SEPO9 0 Establish Pipeline Design Basis i
1
]

E-04 70 27AUG09 02DEC09 0 ? |
1
" . |
E-05 20 14JAN10 10FEB10 10 \Estimate Pipeline System Costs 1
. - f
F FAIRBANKS ; 1
1|F-01 3 06JUL09 08JULD9 0 : Develop Fairbanks & Interior Projection i
- |
G COOKINLET - UTILITIES : i
i I
G-01 3 06JULOY 08JUL09 0 ! Develop Cook Inlet Utilities Projection !
b '
H COOKINLET - INDUSTRIAL |
t i
H-01 10 22JUNQ9 03JUL09 0 Elablish Projection Criteria :
I
3 }
H-02 3 06JULO9 08JuLOS 0 velop Agrium Projection :
H E
H E
H-03 3 068JULD9 08JUL0Y ] ADevelop LNG Export Projection !
H |
H-04 3 06JULOS 08JUL09 0 \Develop Cook Inlet Supply Projection ;
1. i
1
J  POSSIBLE USERS | J | ‘ !
J-01 3 08JULOY 08J4uLD9 0 Ievelop Possible Users Projection E
K PERMITTING . !
K-01 40 22JUNDS 14AUGO09 a0 xecute Alternative Routing Analysis E
r " bt e | i
i i 1 i
K-02 20 22JUND9 17JUL09 110 Pefine Afternatives \ !
biialy i !
T 1
K-03 40 22JUN09 14AUG09 90 g ablish Reference Project Footprint ;
S pa— ‘ BN !
K-04 60 260CT09 29JAN10 0 Develop Project Description !
i
K-05 40 22JUNo9 14AUG09 65 Develop Regulatory & Environmentali Stralegy ;
i
i |
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Activity Orig Early Earty Total -
ID Dur Start Finish Float [~z ] a2 o o I R 2011
K PERMITTING L 44 2
K-06 60 20JUL0S 090CT09 65 Request FERC Jurisditional Delel"minatioln i
A e T I R SRS O
K-07 20 21SEP09 160CT09 65 \ YObtain EIS Memorandum of Understanding
s —
K-08 250 01FEB10 28JANT1 0 : i JEx -ute EIS Pr
L '
o | | .
K-09 20 14JANTO 10FEB10 10 . \Estimate Enviro-Permitting Costs
o | .
L | |
. o |
L ALTERNATIVES : o !
L-01 60 22UNO9 11SEPO9 0 Pevelop Liquid Demand Forecast |
| |
1iL-02 20 14SEPO9 090CT09 0 JDeveIop Alternate Gas Market Proje Iirms
B I
L-03 50 120CT09 18DECO09 0 JDevelop Alternate Project Scenarios
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/ The Fut re of
Alaska’s Natural

“\ _Gas /)

By Ted Stevens
March 12, 2010

Briefing to the members of
Commonwealth North

U.S. Natural Gas Reserves and Resources
(Excluding Alaska, Undiscovered and Associated Gas)
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DOE U.S. Natural Gas Demand Forecasts

2006 -- 2010 Annual Energy Outiooks

BCFD
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U.S. Natural Gas Demand By Sector

Case w/o Carbon Regulation
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US Production Growth Will Continue, Driven by g
Unconventional Gas |

US Natural Gas Supply and Demand

Befld

2000 2005 2010 2015 2020 2025 2030
=m Onshore Conventional =2 Gulf of Mexico Onshore Unconventional
i Net imports - LNG =3 Net Imports - Pipeline = Dormand

= Growth In unconventional gas production is expected to allow the US to meet
demand despite declines in conventional onshare and the Gulf of Mexico (GOM)

» LNG imports are expected to grow as pipeline imports from Canada decline, but the
overall need for imports is forecasted to decline

US Malu:s Gas Suoply and Cemand | PFC Energy | Page 2

Asia: Forecasted Gas Supply and Demand ..
Supply and Demand in Major Asian LNG Markets
B0
50 -
40
3
m 30
20 -
|
? 10 -
JIM BB MK A S “ N 1  H B _
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= China Supply =1 Japan Supply == 5. Korea Supply
==A India Supply —— Total Demand

= Overall, the gap between forecasted demand and currently contracted supply in the
major Pacific Basin LNG markets is ~14 bef/d by 2020

US Mamwrat Gas Supply and Demangt | PFC Enprgy | Page 4
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Higher Gas Prices in Asia Make LNG the Better

Value Proposition

SMMBs Historical and Forecasted Gas Prices: HenryHub (US) vs. Asia
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« In the US, gas is a traded commodity with robust growth on the supply side, while
in Asia LNG prices are defined by long-term contracts finked to the price of ol

* The price differential between the US and Japan, currently ~S2.00/MMBtu, is

forecasted to grow to ~$6.00-$8.00/MMBtu by 2020

US Hatural Gas Supply and Demand | PFG Energy | Page 5

Japan and South Korea Import Nearly Half of the World's
LNG; China and India are the Fastest-Growing Markets

LNG Imports by Country in 2008 (183 mmtpa)
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Global Liquefaction Capacity Forecast

Global Liguetaction Capacity Forecast

mmipa
{Based on Operators’ Announced Dates)
600 -
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O Atianic-Medilerranean

According to company plans, grlobal liquefaction capacity will grow from
262 mmipa in 2010 to over 550 mmitpa in 2020

U5 Matural Gas Supply anc Demand | PFG Energy | Page 7 |
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South Korea: Forecasted Gas Supply and Demand MB

South Korea: Gas Supply (by Domestic Production and LNG) and Demand

= Korea is supplied almost exclusively by LNG, which it buys primarily under long-
term contracts from a variety of suppliers

= Contracted LNG supply declines after 2011, leaving a projected gap of ~14 mmipa
(-1.8 bef/d) by 2020

U Nalural Gas Susrty an@ Demand | PFG Energy | Page 17

—_—
India: Forecasted Gas Supply and Demand ﬂ

India: Gas Supply-Demand
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* Indian gas production is rising via Reliance’s KG Basin flelds, limiting short-term
LNG demand

= However, a gap of ~30 mmtpa (-4 bef/d) is forecasted by 2020

US Natural Gas Supp'y and Dermand | PEC Enargy | Pago 18
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Japan: Forecasted Gas Supply and Demand

ropE Japzan: Gas Supply & Demand Balance
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= Japan is supplied almost exclusively by LNG, which it buys primarily under long-

term contracts from a variety of suppliers (including Alaska)

* Contracted LNG supply declines after 2011, leaving a projected gap of ~44 mmipa
(~5.8 bei/d) by 2020

LS Matwsal Gas Supply and Dermand | PEC Enargy | Pago 18

China: Forecasted Gas Supply and Demand

mmipa China: Supply / Demand Gap
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== Turkmenistan =— Demand

= Chinese domestic gas production is forecasted to plateau at ~80 mmtpa {~11 bet/d)

= Contracted gas imporis are increasing, but a supply gap begins to develop after
2015, reaching ~35 mmipa (~4.6 bef/d) by 2020

US Matural Gas Supply ard Derxand | PFC Energy | Pags 35
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By Ted Stevens
March 12, 2010
Briefing to the members of

Commonwealth North -
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SEAN PARNELL O3 P.O. Box 110001

Governor Bs ‘ Juneau, Alaska 99811-0001
: F (907) 465-3500
Fax (907) 465-3532
STATE OF ALASKA
OFFICE OF THE GOVERNOR

February 19, 2010

Alaska State Legislature
Alaska State Capitol
Juneau, AK 99801

Dear Legislatozs,

This is my first opportunity to address a full month of progtam activity fot the in-state gas line
project. The new reporting format below is designed to help you easily track activitics and progress.
As always, I welcome your feedback.

In January, I was focused on the necessary review of this complex program, and the wotk team
remained focused on moving critical action items forward. I congratulate them for their diligence in
staying on task, on time, and under budget.

In my initial review, I identified a mamber of project risks requiring immediate attention. As a result,
a significant amount of time and effort was cxpended to reduce or mitigate any potential detrimental
affects posed by the risks. Nevertheless, the team worked hard to stay on task, and to date, no
deadlines or milestones were missed as a result of this extended transition period. I am pleased to
report that forward progress was significant and we remain on track.

The outline below provides an executive summary of in-state gas project activities that occurred
during the month of January. Furthermore, I have included an overview of planned project activities
over the coming months.

L. Project Results for January 2010:

¢ We are making significant progress on the final Project Description. This involves
calculating the pipeline configurations and material quantities in preparation for pipeline and
- facilities cost estimating phase, beginning on March 15. Also, development of capital cost
quantity calculations, analysis of civil quantity, construction logistics, and material costs have
been initiated. "

¢ Subcontractors are working on finalizing facilities schematic vatiations that will provide data
for cost modeling efforts by Larkspur. This information is the fitst estimate of over 40
separate facilities construction cost estimates that will feed into the final project cost matrix.
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Alaska State Legislature
February 19, 2010

Page 2

The project team has continued work for the Environmental Impact Study (EIS) being
conducted under the oversight of the U.S. Army Cotps of Engineers. The information that
has been collected and updated includes extensive landowner and stakeholder databases, the
transcripts and comments of all scoping meetings held, and the drafting of the scoping
repott.

Coordination for establishing an agreement with the Office of History and Archaeology so
that we may share our Alaska Heritage Resource Survey data.

Continued to incorporate data into the electronic library for use by contractors and
tegulators.

"The project expenses for the month of January were $511,872. Total expenditures for the project to
date are $3,175,710.

11, Below is an m{ervie}g of planned activities:

Finalize data agreement with ENSTAR Natural Gas Company; coordinate permitting and
Right-of-Way (ROW) application effotts with the Alaska Natural Gas Development
Authotity and work with federal and State regulatory bodies to minimize duplication of
effort; identify additional data-mining oppottunities so pertinent information from previous
permitting efforts is used whete appropriate (these two activities have the potential to save
over a million dollars of State funds); and prepare work plans for summer 2010
environmental and geohazards field work.

Hold two-day workshop to calibrate cost of transportation analysis and further refine
remaining FY10 program focus; re-initiate and broaden contacts with commercial working
group to identify potential upstream supply and downstream market opportunities; meet
with potential pipeline companies to overview program progtess and solicit feedback; and
initiate cost of service modeling and refine construction schedules for commercial and
economic feasibility modeling.

Supportt on-going EIS and ROW activity and address project concerns and questions;
continue to refine project and permit schedules as necessary; address scoping extension
reports; provide background for purpose and need repotts; finalize draft wetlands repott;
and finalize contract for new engineering project oversight manager.

Like any review of this magnitude, communication and collabotation with othet agencies will be a
huge component for success. The Governot’s goal of consistently evaluating all potential enerpy
projects will be accomplished through attention to details and diligence in providing consistent peer-
reviewed work product. Focused plans and transpatency of scope in the neat term will ultimately
pay significant dividends as Alaska defines its bright energy futute.
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Alaska State Legislature
February 19, 2010

Page 3

Sincerely,

Robett Swenson
Project Manager
Alaska In-State Natural Gas Line

Enclosures
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* Continued work on the Environmental Impact Study throughout the month of January.

» Plans for the 2010 field seasons and pre-mapping completed and submitted for approval,

» Coordinated to establish agreement from the Office of History and Archaeology so that we may
share our Alaska Heritage Resource Survey data.
Continued to incorporate data into the electronic library for use by contractors and regulators,
Finalizing draft Wetland Technical Report.

Baker

* Significant progress was made on the final 'Project Description. This involved the calculation of
the pipeline configurations and material quantities in preparation for beginning the pipeline cost
estimating phase beginning on March 15. This included:

o developing capital cost quantity calculations;

0 preparing spreadsheets for distribution to capital cost estimators and GIS; and

© analyzing civil quantity, pipeline class locations, ditch load locations, buoyancy control,
construction logistics, material costs.

¢ Subcontractors worked to finalize facilities schematic variations that will provide data for cost
madeling efforts by Larkspur. They have completed the first estimate of over 40 separate
facilities construction cost estimates that will feed into the project cost matrix.

¢ Moved forward to request authorization Task 10, EIS Support to ensure adequate response to
the requests for analysis, data and GIS support of the EIS effort.

* Ongoing property ownership data gathering.

* Worked to incorporate property ownership data into GIS database.

* Worked to incorporate Harvested JPO Data into Data Library.

ENTRIX

* Compiled transcripts from scoping meetings.
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analysis.

Uploaded comments and scoping meeting transcripts to stakeholder database.

Cleaned up landowner mailing list to a usable document.

Uploaded mailings and email information into stakeholder database.

Compiled existing information into draft scoping report.

Identified issues that need clarification for project description, purpose and need, resource

* Identified, located, acquired, and reviewed project and resources data; began data gap analysis.

ASRCEnergy Services - Project Activity Detail - January 2010
Stand Alone Pipeline - Environmental Support

Milestones:

¢ Participated in weekly Project Team team meetings.
s Attended USACE EIS scoping meetings as the ADNR consultant representative.
* Continued to work with ENTRIX to provide data and information for the EIS.

TASK LEVEL DETAILS

Task 1 -

Project Management

Current Activity:

Look Ahead:

Concerns:

Task 2 —

Attend weekly Project Team meetings with engineering and environmental.
Track USACE EIS scoping meetings as the ADNR consultant representative.
Provide budgetary information presentation by State Project staff to the Office
of Management and Budget,

Continue to be available to BLM, State of Alaska Joint Pipeline Office, and USACE
regarding draft permit applications and questions regarding information
provided.

Task orders for pre-pianning of 2010 field seasons and pre-mapping submitted
to ADNR for approval.

Work on budget for 2010-2011 legislative approval process.

Resalve the data ownership with ENSTAR.

Clarification from FERC on jurisdictional opinion.

Approval of task orders so that planning for the 2010 wetland, cultural
resources, stream studies, and lake surveys will be adequately resourced.

Cultural Resources

Current Activity:

Look Ahead:
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Communication with Paul Lawrence, Stephen R. Braund and Associates, was
initiated and has continued into February. SRBA is working on the cultural
resource piece for the USACE EIS.

Working on the 2009 report and predictive model with Michael Yarborough.
Coordinated on establishing agreement from the Office of History and
Archaeology so that we may share our Alaska Heritage Resource Survey data.
Continue to work with CRC on the predictive model, and circling back with CRC
and GIS where needed. Lack of tools and need for GIS to provide GIS model so




Task3 -

CRC and Shawna can develop and test the predictive model. Jason Rogers, is
waiting for a first run of at least a test area in order to exam the applicability of
variables he defined, and to draft a narrative for the model. GIS had just started
in December, and lacked necessary data. Looking into a GiS module that would
do a chi square test on the model,

Wetlands Analysis

Current Activity:

Loock Ahead:

Task 4 -

Continue work on draft Wetland Technical Report, which should be available in
February 2010. Prepared 2010 Field Work Order Tasks. Prepared PowerPoint
slide presentation for Bob Swenson held at Baker's office.

Met with USACE Project Manager to discuss permit application.

Continue to coordinate with the USACE re the draft permit.

Project Library

Current Activity:

Look Ahead:

Concerns:

Task 5 -

Completed library tasks assigned for this task order.

New task order and budget, discussed in January 2010. Determination not made
yes as to whether more work is required to support EIS 3™ Party Contractor.

All library reference materials are ready to be entered into the SharePoint
system.

Need to discuss copyright requirements for hard-copy and access to library
information with ADNR.

Permitting

Current Activity:

Look Ahead:
Concerns:

Task 6 -

Continue to support ADNR ROW permits and Section 404 permits with BLM,
ADNR, and USACE as needed.

Will attend and present the project description as the ADNR consultant
representative.

None at this time.

GIS Support

Current Activity:

Look Ahead:

Cancerns:

Task Work Order approved by ADNR in late November. Purpose is to support
ADNR through permitting and EIS as needed/requested.

Land ownership information is supposed to be available in early February from
M. Baker, Jr. Work with M. Baker, Jr. to ensure that proper data transfer of GIS
information is made to ENTRIX.

None at this time.




Michael Baker, Inc. - Project Activity Detail - January 2010

Milestones
Past Monthly Narrative
Task 1 Project Management:
* Ongoing Internal Project Coordination/Planning
*  Weekly Project Meetings
* Accounting activities, preparing invoices
* Preparing sub-consulting scopes, schedules and budgets
Reviewing sub-invoices
* Reviewing project expenditures, budget
* Reporting activities
Task 2 Data Management/Library:
* Data gathering from federal, state and borough databases
s Geo database compilation
* Quality control activities
* Ongoing GIS database layers; material sites, land ownership and cost of service elements
* Ongoing JPO ANGTS data evaluation / incorporation into GIS
Task 3 Outreach:
¢ Legislative Outreach Support
Task 4 Alternative Analysis:
¢ Complete
Task 5 Supply/Demand Analysis:
* Reviewed TCPL Report
e Reviewed DGGS Report
Task 6 Project Description:
» Additional Mapping Discussions
s Developing capital cost quantity calculations
* Preparing spreadsheets for distribution to capital cost estimators and GIS.
* Analyzing civil quantity, pipeline class locations, ditch load locations, buoyancy controt,
construction logistics, material costs
Task 7 Cost of Service:
® Gathering and incorporating data for cost modeling
* Formatting Cost Estimating System
Weekly COS team progress meetings
Ongoing Facilities Scenario Modeling by Doyon Emerald
* Ongoing facilities cost estimate by Larkspur
Task 8 ROW Application:
* Ongoing property ownership data gathering
* Incorporating property ownership data into GIS database
Task 9 Construction Planning: NTP not received
Task 10 EIS Support: NTP not received
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Forecast Narrative
Task 1 Project Management:
¢ Ongoing Internal Project Coordination/Planning
* Refine Project Schedule, Refine Scope
*  Weekly Project Meetings
Task 2 Data Management/Library:
* Incorporating Harvested JPQ Data into Data Library
¢ Data Management Committee ongoing meeting
* Building GIS Database
¢ Sharepoint Updating and Maintenance
Task 3 Outreach:
* Support USACOE activities and requests
Task 4 Alternative Analysis:
e Complete
Task 5 Supply/Demand Analysis:
» Redevelop scope to incorporate NGL
Task 6 Project Description:
e Compiling final project description due 7/1/10
Task 7 Cost of Service:
* Gathering and incorporating data for cost modeling
* Formatting Cost Estimating System
*  Weekly COS team progress meetings
* Ongoing Facilities Scenaric Modeling by Doyon Emerald
* Ongoing facilities cost estimate by Larkspur
Task 8 ROW Application:
¢ Ongoing property ownership data gathering
* Incorporating property ownership data into GIS database
Task 9 Construction Planning: NTP not received
Task 10 EIS Support: NTP not received

Actual vs. work order Dollars
Task Estimate Actual Labor Actual Actual Subs
Expense

1-Project Management $549,313 $229,603 $4,755 s0
2-Data $219,548 $82,589 $36,941 S0
Management/Library
3-Outreach $268,154 $33,743 528,114 $74,496
4-Alternative Analysis $269,221 $221,361 $10,633 $31,742
5-Supply/Demand $104,200 $0 $450 $24,909
Analysis
6-Project Description $2,179,606 $882,877 $36,302 $181,682
7-Cost of Service $1,022,328 SO $1,358 $22,781
8-ROW Application $54,632 S0 S0 S0
9-Construction Planning NTP not received
10-EIS Support NTP not received
Total

5
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Monthly man-hours {cumulative man-hour vs. budget)

Task Budget Man-Hours Baker Cumulative Man-Hours
1-Project Management 1207.5

2-Data Management/Library 620.5
3-Outreach 258.0
4-Alternative Analysis 1,625.0
5-Supply/Demand Analysis 0

6-Project Description 7,079.7

7-Cost of Service 0

8-ROW Application 0
9-Construction Planning

10-EIS Support ]
Total

Narrative comparing actual vs. budget of overall project completion
The project is progressing under budget and on schedule.

Short written discussion addressing upcoming work order packages

Significant progress is being accomplished weekly on the Task 6 Project Description as we
calculate pipeline configurations and material quantities in preparation for beginning the
pipeline cost estimating phase beginning on March 15. We are also completing the facilities
schematics for estimating by Larkspur. They have completed the first estimate of over 40
separate facilities construction cost estimates that will feed into the project cost matrix.
Baker will request authorization Task 10, EIS Support to ensure adequate response to the
requests for analysis, data and GIS support of the EIS effort.

ENTRIX, Inc. - Project Activity Report - January 2010

The following project activities were conducted during the month of January 2010:

* Developed and obtained advertising for reminder of the close of the formal scoping period infon
the Anchorage Daily News website, Frontiersman, Fairbanks Daily Newsminer, Delta Wind,
Copper River Record and Arctic Sounder.

Submitted announcement to What's Up website.

Compiled transcripts from scoping meetings.

Uploaded comments and scoping meeting transcripts to stakeholder database.

Organized landowner mailing list into a usable document.

Uploaded mailings and email information into stakeholder database.

Compiled existing information into draft scoping report.

Conducted project team meeting to discuss work plan for PDEIS.

Met with USACE to discuss scoping process issues.

ldentified issues that need clarification for project description, purpose and need, resource
analysis.
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Met with USACE and Bob Swenson to discuss project.

Identified, located, acquired, and reviewed project and resources data; began data gap analysis.
Maintained stakeholder database; Maintained project website and updated documents as

available,

The following activities are planned for the month of February 2010:

Develop and publish/distribute additional notices regarding scoping period extension
Update and maintain interested parties mailing list from scoping responses and property owner
information provided by ASRC.

Coliect and review scoping comments, develop scoping report.

Develop EIS annotated outline; develop more detailed work plan and schedule.

Conducted meetings with lead and cooperating agencies and applicant to define purposes and
need, project description and alternatives,

Draft Purpose and Need Section; continue data gap analysis; develop information requests.

Outstanding Issues:

A clear understanding of purpose and need, project description, and path forward needs to be
established with the applicant and cooperating agencies by the end of February.

ENTRIX conducted or is conducting several out of scope items at the request of USACE: Dec 09;
translator at the Barrow scoping meeting; additionat advertising regarding the close of the
formal scoping period. Feb 10; Develop and publish/distribute additional notices regarding
scoping period extension.
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LAWS OF ALASKA

2009

Source Chapter No.

SCS CSHB 113(FIN)(brf sup maj fld H)

AN ACT

Making supplemental appropriations, capital appropriations, and other appropriations;
amending appropriations, making appropriations to capitalize funds; and providing for an
effective date.

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

THE ACT FOLLOWS ON PAGE 1

Enroiled HB 113
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(23} sec. 100, ch. 2, FSSLA 1999, page 69, lines 29 - 30, and allocated on
page 69, lines 31 - 32 (Department of Transportation and Public Facilities, National Highway
System (NHS) state match - $22,602,059).

(b) The uncxpended and unobligated balance, not to exceed $98,056, of the
appropriation made in sec. 60, ch. 3, FSSLA 2005, page 140, lines 24 - 26 (Alaska Gateway,
Dot Lake School mechanical upgrade - $1,087,118) is reappropriated to the Alaska capital
income fund (AS 37.05.565).

(c) The unexpended and unobligated balance, not to exceed $54,753, of the
appropriation made in sec. 60, ch. 3, FSSLA 2005, page 142, lines 13 - 14 (Southeast Island,
Thorne Bay house access ramp - $141,415) is reappropriated to the Alaska capital income
fund (AS 37.05.565).

* Sec. 19. NATURAL GAS PIPELINE. (a) The sum of $4,322,000 is appropriated from the
Alaska capital income fund (AS 37.05.565) to the Office of the Governor for the development
of an in-state natural gas pipeline.

(b) The unexpended and unobligated balance, estimated to be $2,700,000, of the
appropriation made in sec. 8, ch. 1, 4SSLA 2008 (Department of Natural Resources, gas
pipeline implementation - $5,500,000) is reappropriated to the Office of the Governor for the
development of an in-state natural gas pipeline.

(c} For the appropriations made in (a) and (b) of this section, it is the intent of the
legislature that

(1) the funds be used solely to plan, coordinate, and facilitate construction,
ownership, and management of a natural gas pipeline serving Fairbanks, the Southcentral
region of the state, and other communities wherever practicable, connecting with or
enhancing the existing gas pipeline system, and reaching to tidewater;

{2) the funds be used for a full alternative analysis of possible routes;

(3} an economically feasible in-state pipeline and any connecting lines serve
industrial, residential, and utility customers along the entire route, including any other regions
of the state that could be served at commercially feasible rates;

4) thé Office of the Governor use the appropriations to

(A) coordinate with entities that could build, own, and operate the line;

(B) assist with preparing cost estimates for the project to determine its

Enrolled HB 113 -28-
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economic feasibility and cost to consumers;

(C) apply for and obtain right-of-way permits for the project route,
with the intent that the state would transfer the permits to, and receive compensation
for the permits from, the entity best able to complete the project;

(D) work with other entities to promote the gas supply and gas
purchase contracts that would be required for the project to be commercially viable;

(5) the coordination effort by the Office of the Governor use, to the fullest
extent possible, any and all existing work by other state agencies before contracting for new
reports, research, and analyses, and that the coordination effort by the Office of the Governor
not expand beyond the scope of coordinating interests to build, own, and operate the gas
pipelineg;

(6) the Office of the Governor submit written monthly reports to the president
of the senate, the speaker of the house of representatives, and all legislators, listing all current
and future contracts executed for development of an in-state natural gas pipeline and
specifying the scope of work and contract amount, a cumulative total monthly of all funds
spent for development of an in-state natural gas pipeline, reporting progress to date on the
project work plan, and presenting a work plan for each subsequent month.

* Sec. 20. FUND TRANSFER. An amount equal to 20 percent of the revenue collected
under AS 43.55.011(g), not to exceed $60,000,000, is appropriated from the general fund to
the community revenue sharing fund (AS 29.60.850).

* Sec. 21. CONTINGENCIES. (a) Sections 14(f) and 14(g) of this Act are contingent on
ratification by the members of the respective collective bargaining unit of its collective
bargaining agreement,

(b) Section 7(e) of this Act is contingent on passage by the Twenty-Sixth Alaska State
Legislature in the First Regular Session and enactment into law of a version of HB 172
relating to the education loan fund.

(c) Section 11(b} of this Act is contingent on passage by the Twenty-Sixth Alaska
State Legislature in the First Regular Session and enactment into law of a version of SB 89
relating to retirement benefits for members of the Alaska Territorial Guard.

(d) Section 8(f) of this Act is contingent on passage by the Twenty-Sixth Alaska State

Legislature in the First Regular Session and enactment into law of a version of HB 141
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