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* RLRSKA • • .. 
GRSLIHf : •• REGULATORY & PROGRAM MANAGEMENT 
OtUELOPHfHT CORP. 

Regulatory: 

• FERC Section 3 Application/Acceptance. 

• FAST-41 Application/Acceptance. 

• PHMSA Special Permits Application/Acceptance. 

• Presidential Executive Order and Guidelines. 

• Yukon River Basin ARNI Designation. 

Program Management: 

• AGDC Core Team. 

• 3rd Party Expertise. 

• Next Steps. 
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FEDERAL ENERGY REGULATORY COMMISSION (FERC) GRSSLIHf ··: .· 

FERC Natural Gas Act Section 
3 application: 

• Filed on April 17, 2017. 

• 60,000+ pages. 

• Anticipating publication of 
Environmental Impact Statement 
(EIS) schedule. 

Continued engagement through 
application review: 

• Responding to 801 environmental 

data requests. 

• Engaging with regulatory agencies. 

OfUELOPHEHT CORP. 
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• Pipeline route goes through an 
existing and well-defined 
transportation/utility corridor. 

• Previous environmental reviews: 

• Alaska Natural Gas 
Transportation System 
(ANGTS) FEIS 1976. 

• Trans-Alaska Gas System 
(TAGS) FEIS 1988. 

• Alaska Stand Alone Pipeline 
(ASAP) FEIS 2012. 
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FEDERAL AUTHORIZATIONS 

• FERC is the lead federal agency that prepares the 
Environmental Impact Statement (EIS) for the 
integrated Alaska LNG infrastructure. Agencies use 
the EIS for their National Environmental Policy Act 
(NEPA) process. 

• Major federal permits and authorizations: 

ALASKA • •• 
GRSLIHf : •. 
OrnELOPHrnT CORP. 

• Pipeline Hazardous Materials Safety Administration (PHMSA) 
special permits. 

• Army Corps of Engineers Section 404 Wetlands Permits. 

• Bureau of Land Management Right-of-Way Lease. 

• National Marine Fisheries Incidental Harassment 
Authorization. 
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REGULATORY PROCESS - FERC ALASKA • • 
GRSLI Hf ·: .. 
Ornf LOPHfHT CORP. 

FERC leads NEPA process - umbrella for creation of all other permit applications. 
Requires collaboration with cooperating and reviewing federal, state, Alaska Native, and local entities. 
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FAST-41 APPLICATION/ ACCEPTANCE 
AlASKA • •• 
GRSLI HE : •• 
Ornf lOPHfHT CORP. 

Fixing America's Surface Transportation Act {FAST-41) 

• Trump Administration recommended. 

• Application: August 7th -Acceptance: August 17th • 

• Enhanced coordination. 
l 

• Increased accountability. 

• 1 Permitting dashbq?Jr_d. 

• Permitting timet~:ble ,within 60 days. 
f 

·· ■ '"--C·omprehensive schedule for ALL federal permits. 

• Steering Committee reports to White House. 
J JI 

• Transparency for public. 

• Requires federal agencies to report to 0MB, if delays. 

• State permitting agencies may participate. 

* 



PHMSA SPECIAL PERMITS OVERVIEW 
RlRSKA • *,. 
GRSLIHE : .. 
DtUELOPHfHT CORP. 

Alaska LNG Pursuing 5 PHMSA Special Permits: 

Strain-Based Design External loads that result in axial strains 
> 0.5% (49 CFR §§ 192.103 and 192.317) 

Mainline Block Valve 20-mile spacing in Class 1 
(49 CFR § 192.179) 

Crack Arrestor Spacing 8-pipe length spacing 
(49 CFR § 192.112) 

External Coating Pipe must be protected against external 
corrosion by a non-shielding coating 
(49 CFR § 192.112) 

-
Pipe-in-Pipe Pipe must not be covered (49 CFR § 

L Fusionll<l1dedE,,oxy >. ec,,,i,m,,ld>est,. 3.~ 

Chifted 
Pipe 

193.2167) and must have drained 
impoundment (49 CFR § 193.2173) 

SBD 

?i· )~#~tj~:ct· Pip;li'ri~\~ngfh:}~f?:J;-.·1: 
34 miles (total) 

Class 1: ~ 99% of total length 

Majority of length, except proximity to key 
infrastructure: TAPS, bridges, HCAs 

Three Layer Polyethylene {3LPE) coating 
proposed (vs. PH MSA preferred Fusion 
Bonded Epoxy [FBE]) 

< 1 mile from LNG tank to loading berth 

..,__ Span ~ 
length 

Crack Arrestor 
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RLRSKA • •• 1~3~11•]~~iif!11:J.1:oiljil!J:11]31]~~ GRSLIHE : •• 
OfUELOPMEHT CORP. 

Establishing Discipline and Accountability in the Environmental 
Review and Permitting Process for Infrastructure - August 15, 2017 

• Major Goals: 

• Environmental reviews & authorizations rv 2 years. 

• Performance accountability. 

• Develop and follow permitting timetable. 

• One federal decision. 

• CEQ-led lnteragency Working Group. 

• Energy Corridors of Federal Lands. 

• Expedited environmental reviews. 

• All federal authorizations within .90 days of Record of Decision. 
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AQUATIC RESOURCE OF NATIONAL INTEREST (ARNI) GLRSSLIH[ ··: .· 

OrnELOPHEHT COHP. 

EPA Region 10 D.~~lgnated. Yul<on. River Basin ARNI: 

• EPA raised issue on ASAP Project'~ \ffkely precursor to Alaska LNG. 
,.- _,,, j 

• Allowed under MO:u~b-etween EP~ and Army Corps of Engineers. 
i 

• Clean Water Act Section 404'(b)(1) "t' .1 

• . J 
.D' ,, ' 

- Issue: Fill in wetlands-: ~·. /'~ 
' \, ' 

• Encompasses entire Yukon' River watershed ("'"'200,000 
,., -·,.,, . )I> 

1!~rl' < /.If;-,,,., (/\r:, 

square miles). . /-~~ ·, ., __ )!,/·'\ ,1;,_; ,;,,.~. 

f ~· /-""""" -.,,_!< .. • 
\'~rbHI S ;v;i;i I \ • 

• EPA reversed 2014 FEIS op_i9 ion. C•~·-~i;/"' ., _,,~ 
• Contrary ta .... ~residentia~ExecutivEforcter. 

• "Coordinated~'-COn{ istent, prtatc:;laQle, and timely review." 
/"'"j "' ' 

• ARNI may have broad reaching,. impacts for any development in 
"' 

Yukon River'"Basin. 1 
' ... ., ·. 
' ,l 'I!/ 

,· , . • , ••llf of a,i ,, 

• AG DC/GOA addressed concerns with .EPA Administrator Pruitt. 
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FEDERAL SUPPORT 

• Congressional Delegation: 

• Denali Park provision in Senate Energy Bill. 

• Looking at ANGPA (2004) revisions. 

• Nominees briefed on Alaska LNG. 

• White House Meetings and Working Session: 

• Council on Environmental Quality- NEPA and 
Wetlands Policies. 

• Trump Administration Cabinet Members: 

• Strong support with action: 

- Rationalized permitting process. 

- New policies and EO's executed. 

- Agencies working to support. 

* RLASKA • •• 

GRSLIHf : •• 
OrnELOPHEHT CORP. 



PROGRAM MANAGEMENT 

AGDC Project Management Team {PMT): 

• Took ownership of all Alaska LNG content. 

• AGDC core PMT providing oversight and 
direction to 3rd party contractors. 

• Utilizing Pre-FEED 3rd party contractors. 

• Reviewing cost estimates and construction 
execution plans. 

• Developing phased development plans. 

• Integrating ASAP environmental data 
into Alaska LNG regulatory process. 

AlASKR • •• 
GRSLIHf : •• 
OWElOPMlHT CORP. 

.:::·ex ••• 
• 

Michael Baker 
INTERNATIONAL 

FLUOR® 
1,il WorleyParsons 

resources & energy 

* 
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PROGRAM MANAGEMENT 

Next Steps: 
• FAST-41 Federal Permit Schedule. 

• FERC NEPA Initiation. 

• Strategic Sourcing Study. 

• Rationalization of Federal 

Authorizations. 

• Alignment with Executive Order. 

• Align Project Components with 

Commercial Requirements. 

• Develop Contracting Strategy. 

• Lump-sum, turn-key (LSTK) 

contracts. 

AlASKA • •• 

GRSLI HE : •• 
OfUflOPHfHT CORP. 
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COMMERCIAL UPDATE 
LIEZA WILCOX, VICE PRESIDENT, COMMERCIAL AND ECONOMICS 

ALASKA • •• 
GRSLIHf :_. 
OWELOPHEHT COHP. 
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* 
RLASKA • •• 

GRSLIHf : •• COMMERCIAL UPDATE 
arnELOPHEHT CORP. 

• Alaska LNG Commercial Update. 

• Capacity Solicitation Overview. 

• Gas Supply. 

• Importance of MOUs and/or LOls. 

• IRS Private Letter Ruling. 

• Cost Assessment and Analysis. 

• Personnel. 

• State Agency Cooperation. 

16 



BALANCING THREE OBJECTIVES 

A successful execution of the project will balance 
three primary objectives: 

• Clear the LNG market in 
the Asia-Pacific. 

• Acceptable pricing for 
debt and equity markets. 

• Acceptable netback to 
the State of Alaska. 

ALASKA • •• 

GRSLI Hf : -· 
OEUELOPHEHT CORP. 
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ASIAN LNG DEMAND MID-20201S 
ALASKA • •• 

GRSLIHf : •• 
OrnfLDPMEHT CORP. 

Japan, Korea, Taiwan, China LNG Contracts and Demand 
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Note: Colored bar segments represent individual Asian LNG buyers 
Source: Global NatGas Advisors LLC Analysis 

• 

• 

Market opportunity 
for LNG exists 
across Asia . 

Demand growth 
will require new 
LNG facilities. 

• Contract rollover 

• 

provides 
opportunity. 

Numerous supply 
projects are chasing 
the market. 
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ALASKA • * 

ALASKA LNG IS COST COMPETITIVE GASLIHf ·: _. 
O[U[LOPHEHT CORP. 

US Gulf Coast Versus Alaska LNG Delivered to Asia 
2025 LNG Price Forecast 
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Gas Supply 

■ Shipping 

■ Infrastructure 

US Gulf Coast Alaska LNG 

• Shipping and gas supply advantage 
offsets higher pipeline costs. 

• North Slope gas supply is proven, 
conventional, and stranded. 

• Structure provides for acceptable 
netback against competing supply 
alternatives. 

LNG Shippers Have a 
$45,000-a-Day Problem at 
the Panama Canal 
By Naureen S Malik, Bloomberg News 

October 2, 2017 11:14 AM 
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* RlRSKR • •• 

FINANCIAL MODEL BASIC ASSUMPTIONS ~E~E~~IH~tTCo~t 

Basic Assumptions: 

• 75% Debt for capacity {$32.4 billion). 
• General structure: 

- Construction period 2019-2024. 

- First gas in late 2024. 

- In-state consumption of 29 billion cubic feet (bcf) in 2025, 57 bcf by 2043. 

• Financial inputs: 

- 5% interest rate. 

- 5% financing fees. 

- 8% IRR based on 20 year term. 

• Escalation and operational expense: 

- $450 million PILT during operational life. 

- O&M is $833 million (2018$} and escalated at 2%. 

- Tolls escalated at 1.15%. This assumes 85% of toll escalates at 1%, remaining 15% of toll 
subject to inflation. 

• 25% Equity {$10.8 billion). 
• Structured to give Alaska opportunity to invest. 

• Possible issuance of Municipal Bonds. 

20 



DEBT DATA POINTS 

Pricing of commercial bank debt on LNG projects 
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ALASKA • •• 

GRSLI HE : ·· 
DrnELOPHEHT CORP. 
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Source: Company Filings, Poten's LNG in World Markets, LNG Finance in World Markets 

Source: Poten & Partners, LNG in World Markets, March 2017 

AGDC's assumptions on financing fees is in line with 
what the market has been offering on LNG projects. 
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ALASKA • •• 

CAPACITY SOLICITATION GASLIHf : •• 
OEUELOPHEHT CORP. 

• Tolling model: Design a competitive "cost of service" for system use; 
provide access on a non-discriminatory basis. 

• Incentive: Provide initial subscribers with Foundation Capacity rights that 
provide long-term benefits. 

• Purpose of Capacity Solicitation is two-fold: 

■ Determine if producers want to hold capacity and market their own LNG or if they 
would prefer AGDC buy gas and market LNG. 

■ Secure Foundation Customer rights for AGDC to enable long-term marketing of LNG. 

• Results: Major producers would prefer to have AGDC buy and market LNG; 
AGDC has secured Foundation Customer capacity. 

• Next Steps: 

■ Tolling agreements with interested parties. 

■ Purchase gas on the terms necessary to secure sales and financing. 
/...---· ...• " 

/ \ 

\ 
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CAPACITY FOUNDATION RIGHTS 

• Foundation Customer capacity for tolling services on Alaska LNG: 

• Twenty year agreement with multiple options to extend. 

• Minimum capacity of 250,000 MM Btu per day. 

• Capacity elected by project segment, including Prudhoe Bay and 
Point Thomson transmission lines. 

• Most favored nations pricing. 

• Capacity rights are divisible and assignable. 

• AGDC acquired a necessary and beneficial right. 

• SB 138 provides that AGDC can subscribe for capacity on the system 
and AGDC needs to hold capacity in order to buy gas and sell LNG. 

• AGDC did not take on any new financial commitment and will market 
all the capacity the producers do not want to reserve themselves. 

ALASKA • •• 

GASLI Hf : •• 
OtUELOPHEHT COHP. 
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GAS SUPPLY ALASKA • •• 
liASLI Hf : .­
muELaPttrnT CORP. 

• AGDC envisions gas purchase terms that would satisfy the market and 
secure Alaska LNG's competitiveness by offering: 

• Long-term fixed price with escalation, OR ... 

• Netback price where a portion of the LNG price is indexed to commodity and passed 
on to upstream. 

LNG SPAs 
FOB Price 

® NATURAL GAS September 14, 2017 03:04 UTC @ (1) c'.) (6) 

Share ti in 

To deal with global supply glut, US LNG export developers 
thinking outside the box 

~ 

Recent article on Platts outlines how some 
US LNG developers are needing to be 
creative in their offerings by offering non 
Henry-Hub indices in order to compete, 
including fixed pricing (maximum 5 year 
term offered for Henry-Hub based LNG). 
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RLASKA • •• 
SIGNIFICANCE OF NON-BINDING AGREEMENTS GRSLIHf : •• 

OrnELOPHEHT c□HP. 

• What does an LOI mean to a LNG utility buyer? 

• Buyer recognizes need for supply in the timeframe of the project. 

• Specific project rises to the level of devoting company resources for 

review and negotiation. 

• Management is willing to indicate a minimum quantity and term. 

• Relationship has been established and tested on a "trial" agreement. 

• Industry evidence suggests it takes 12-24 months to get 

to LOI . 

.,..,-,----
/ ', 

/ ,,1.., ~ '. / .,. 

( 
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• 
RLRSKR • •• 
GRSLIHf : •• LNG PURCHASE DECISION 
DrnELDPNEHT CORP. 

• A significant LNG purchase agreement is a multi-
LNG Buver Decision Process 

billion dollar commitment from a large, 1. Discussion/awareness 
2. Engagement conservative utility. 

3. Evaluation • Supply does not start for several years, and the 
4. Confidentiality Agreements commitment can last for decades. 
5. Memorandum of Understanding 

The purchase decision is carefully analyzed and • 
6. Letters of Intent 
7. Heads of Agreement the negotiation process can last for many months. 

8. Binding Precedent Agreement • Prior to 2017, there was no significant marketing 
9. Binding Contract of LNG from the Alaska LNG project. 

Alaska LNG Market ing Efforts 
2014 2015 2016 2017 

!9 m. m ~ !9 m. m ~ !9 m. m ~ !9 m. m ~ 
nil nil nil Japan nil nil nil Japan nil nil nil Japan Japan Japan Japan Japan 

Korea Korea Korea Korea Korea Korea 
Other Other Other Other 

China China China 

/,.,,-~--- ··, ,_ 
I -~.. , 
I 
1 
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MARKETING EFFORT: ASIA-PACIFIC 

G2G Interaction: 

• High level government engagement. 

Potential customers coming to Alaska: 

• Alaska LNG summit. 

• Individual customer visits. 

Engaging potential customers: 

• Focus on China, Japan, Korea, SE Asia. 

• Meetings in Asia and Alaska. 

Beginning the contracting process: 

• Initial non-binding indication of interest. 

• Precedent agreement. 

• Binding bankable agreement. 

Each 1 Mtpa = about $8 Billion customer commitment 

* ALASKA • • .. 

GASLIHf : •• 
arnELOPHfHT COHP. 
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RLASKA • •• 

GRSLI Hf : •• AGDC COMMERCIAL DEVELOPMENT 
OtUELOPHEHT CORP. 

• AGDC is making commercial progress by raising awareness, 
engaging, and signing preliminary agreements with major LNG 
buyers. 

• Mailings, headlines, conference appearances, and personal visits. 

• Most Asian LNG buyers are now aware that Alaska is developing an 
LNG project and recognize supply from Alaska could be strategic. 

CA's Executed 

Dataroom Access 

MOU/LOl's Under Negotiation 

MOU/LOl's Executed 

Heads of Agreement 

Binding Agreements 
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IRS PRIVATE LETTER RULING 

• The IRS confirmed that AGDC is 
tax-exempt. 

• What this means for the project: 
• AGDC revenue is not taxable. 

ALASKA • •• 
liASLIHf : .. 
OfUfLOPHrnT CORP. 

Taxable status would increase price of LNG by $0.20 per MMBtu. 
• Tax-exempt financing is possible depending on project structure. 

• Some taxes will still be paid: 
• PILT to local communities. 
• Third party investors will pay a tax on their revenue. 
• North Slope gas production will pay royalty and tax/TAG. 

• Tax-exempt status is not required for project success 

but presents an opportunity. 

* 



FINANCING PROJECT SENSITIVITIES 

Finance Rate: 

• Current assumed interest rate is 5%. 

• Modelled variance is +/-1.0%. 

• Effect on toll is -$0.35, +$0.37 or 
$5.25-$5.97 /MM Btu (2018$). 

Taxable Entity Impacts: 

• 

• 

Input tax rate is 35% . 

After deductions for carried­
over losses and depreciation, 
effective tax rate is 16.5%. 

• Effect on toll is +$0.19/MMBtu. 

Value Chain Impact per MMBtu 

Finance Rate 

Taxable Entity (35%) 

$5.10 $5.60 $610 

Variance From Current Toll $/MMBtu 

Finance Rate 

Taxable Entity (35%) 

* 
ALASKA • •• 

GASLIHf : •• 
ornELOPHrnT CORP. 
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ALASKA • •• 

ALASKA LNG CAPITAL STRUCTURE GRSLIHf : •• 
OrnELOPHEHT CORP. 

The integrated Alaska gasline and LNG project will cost about $43 Billion 
under the current design. 

25% 
($11 Billion Equity) 

75% 
($32 Billion Non-recourse Debt) 

I Weighted Cost of Capital I 

□ 

Debt 

WACC 

8.0~o 

5.0% 

5.8% 

$32 Billion Non-Recourse Debt 
• Backed by long-term contracts. 
• Does not create a liability for the 

equity owners. 

Note: Project may be phased to further reduce the initial capital requirement by roughly $9 billion. 
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POTENTIAL PHASING 

The three-train, 
modular design of 
the GTP and LNG 
components allow 
for a phased 
development of the 
system. 

Initial capital 
reduction of about 
$9 Billion. 

Tolls can remain 
comparable to three­
train with reasonable 
adjustments. 

■ 
■ 
■ 
■ 
■ 
■ 
■ 
■ 

•• STORAGE 

800 MILE Pl PELINE 
COMPRESSOR STATIONS 

ALAS~R • •• 
GASLIHf : •• 
DrnELOPMEHT CORP. 

■ 
■ 
□ 
□ 
■ 
D 
□ 
□ 

0 
STORAGE 

* 



STRUCTURE AND FINANCING OPTIONS 
RLRSKR • • 
GRSLIHt ·: •• 

Third Parties 
Financial Investors, Trading 
Houses, Sovereign Wealth 

Funds, Strategic Investors, Etc. 

Commercial 
· Banks 

Export Credit 
1 

.. 

1 
~ Agencies . · 

Project 

State of Alaska 

Equity 
Funding 

OrnELOPHEHT CORP. 

Alaskans 

Municipalities 

Native Corporations 

Alaska LN-G 
P'rpject Bonds Finance Debt 

* 



ALASKA • •• 

ACCEPTABLE RETURNS GRSLIHf : •• 
DfUf LOPHlHT CORP. 

7.0 

6 ·0 [ Returns in excess of $1 Billion/year 
s.o ! during debt repayment period. 
4.0 

3.0 

Investor Cash Flow 
Opportunity to sell for $50 billion. 

~ :~ 11111111111111111111 
I I I I I I I ~ w ~ oo m o rl N M ~ ~ ~ ~ oo m o rl N rn ~ ~ w ~ ro m o rl N rn ~ ~ ~ ~ oo m o rl N rn ~ ~ w ~ oo m o t 

(10) N N N N N NM MM MM MM MM M •• • • ••• 9 9. ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ,• 
• 00000000000000000000000000000000000000000000000 J 

N NNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNNN 

(2.0) 

(3.0) 
■ Investor Cash Flow -Contracted ■ Investor Cash Flow - Resource Secured ■ Investor Cash Flow- Beyond 25 Years 

Contract Period: 

• A 20 year firm contract period. 

• Acceptable return on investment. 

• Toll protected through "take or 
pay" terms. 

• Approx. 25 TCF of gas. 

0~ 

Generates over $150 billion of cumulative cash over 50 years. 

Beyond Contract Period: 

• Debt paid off during contract period releasing 
more revenue to equity owners. 

• 30 TCF (10 TCF of known, 20 TCF of YTF) 
needed to operate an additional 25 years -
10% of potential YTF. 

• Asset Value at 2045 could be $50 billion. 
(Assumes 10% return over following 20 years, same tolls and volumes_) 
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STATE OF ALASKA INVESTMENT OPPORTUNITY 
HLRSKR • •. 

GRSLI Hf : ·· 

Potential State of Alaska Cash Flows 
assumes full equity ownership in project 

r 

I 
~ 

~rnELOPMEHT rnRP. 

NM~~~~~mO~NM~~~~OOmOMNM~~ill~oomo 
MMMMMMMM~~~~~~~~~~~~~~~~~~~~~ 
00000000000000000000000000000 
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iii Project Equity II Royalty ■ TAG Ill Operating PILT '""I Beyond 25 Years 

Distribution of Alaska LNG Export Revenue 
$8 • 10 Billion Annually 

Equity-only ROE: 
1 

Equity Return ! __ Producer & State 
Gas Supply 

Operations & 
Maintenance 
(Jobs & PILT) 

• 8% through initial period. 
• 10% life of project. 

Equity ROE plus RIK/TAG and PILT: 
• 
• 

13% during initial period. 
15% life of project. 
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NETBACK 

Alaska LNG To ll + Shipping and 2025 LNG Price Forecasts 

12.00 

10.00 -
ro 
C 

E 8.00 
0 
z - 6.00 ::J ...., 
C!l 

2 4.00 
2 ........ 

-V} 2.00 

Current Henry EIA Low Henry EIA Base Henry 

Hub plus $5 Hub plus $5 Hub plus $5 

Alaska LNG Tol l + Shipping (excludes gas purchase) 

RLRSKA • •• 

GRSLIHf : •• 
OrnELOPNEHT CORP. 

Netback to -- Alaska 

Tolls plus 
shipping 

• Alaska LNG toll and shipping costs deliver a reasonable netback even at current US prices. 

■ As an example, a $1.00 netback would bring ~$35 billion to the upstream resource owners and 
lessees for the discovered North Slope natural gas in developed reservoirs. 

• For Prudhoe Bay and other oil fields, it would represent a significant improvement in the 
lifecycle economics. 
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RLASKA • •• INVESTMENT BANKER GRSLIHE : .. 
ornflOPHEHT CORP. 

Primary role is to identify and help secure debt and equity financing. 

Scope of Work: 
• Assist AGDC in defining key financing objectives. 

• Work with AGDC legal advisors to evaluate and execute corporate structure. 

• Evaluate and minimize key risks. 

• Interface with various financial agencies and lenders to market the project. 

• Coordination with potential lenders regarding engagement, due-diligence, and 
evaluation of bids/terms. 

• Assist with papering the transactions. 

AGDC Takes lead 
Q4 2016 

Immersion Session 
with 1B 

Projected FID 
Ql 2019 

2017 Ql Q2 Q3 Q4 2018 Ql Q2 Q3 Q4 2019 ··• 
,;: 

4 
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Investment Banker Engagement 

~ 
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LEGAL COUNSEL 

• AGDC recently hired Perkins Coie LLP as General Counsel. 

RlASKA • •• 
GRSLIHE : .. 
OtUElOPHEHT CORP. 

• Elena Romerdahl, formerly an assistant attorney general in the Alaska Department of 
Law's Natural Resources section, is AGDC's point of contact at Perkins Coie. 

• Ms. Romerdahl also serves as counsel in the Environment, Energy & Resources practice 
in Perkins Coie's Anchorage office. 

• AGDC will use Perkins Coie on an as-needed basis for general counsel support. 

• AGDC continues to contract through the Department of Law for legal support and to engage 
the following contractors for outside legal support. 

• Lindsey Holmes - lead DOL attorney for AGDC. 

• Greenberg Traurig - commercial agreements and regulatory support. 

• Milbank - finance counsel. 

• Nixon Peabody- tax counsel. 

• Stoel Rives - in-state commercial work and permitting/regulatory. 
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COMPETING IN THE MARKET 

Gas Price 
Volatility 

Shipping 

Geopolitical 

Local Support 

Alaska LNG 
Gulf Coast 

Projects 

Significant 
Opposition due 

to Fracking 

Qatar Australia 

Competition 
with Local 
Demand 

Lombok Straits 

Competition 
with Local 
Demand 

• LNG buyers find Alaska LNG's unique advantages over competing projects 
compelling. 

• Alaska LNG's relatively large infrastructure costs are offset by competitive 
advantages in gas price and shipping. 

* 
ALASKA • •• 

GRSLI Hf : •• 
OtUELOPHEHT CORP. 



PROJECT OVERVIEW 

Producing Fields 

• ~35 TCF discovered North Slope resource. 

ALASKA • •• 

GRSLIHE : •• 
ornELOPHrnT COTIP. 

• Anchored by Prudhoe Bay and Point Thomson for 20 years. 
Confirmed use of existing North Slope facilities. 
Feak Workforce :500-1,SOOpeople. 

Gas Treatment Plant 
• Located at North Slope. 
• Remove CO2/ H2S; Compress for re-injection. 
• Footprint: 150 - 250 acres. 

Peak Workforce: 500 - 2,000 people. 
• Required Steel: 250k - 300k tons. 

Pipeline 
Large diameter: 42" operating at >2,000 psi. 

• Capacity: 3.3 billion cubic feet per day. 
• Length: ~goo miles (similar to TAPS). 
• Peak Workforce: 3,500 - 5,000 people. 
• Required Steel: 600k - 1,200k tons. 

State off-take: ~5 with initial off-take of 250-500 MCF/d. 

Liquefaction Plant 
Capacity: up to 20 MTA. 
3 trains (6.67 MTA/train). 

• Footprint: 640 - 1,000 acres. 
• Peak Workforce: 3,500 - 5,000 people. 

Required Steel: 100k -150k tons. 

Storage/ Loading 
Terminal: 2 x 240,000 m3 LNG Storage Tanks. 
1 loading jetty with 2 berths; 15 - 20 tankers per month. 

• Peak Workforce: 1,000 - 1,500 people. 
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Internal Revenue Service 

Index Number: 103.02-00, 103.02-01 

LEGEND: 

Corporation = 

State = 

Date 1 = 

Producers = 

= 

Dear 

Department of the Treasury 
Washington , DC 20224 

Third Party Communication: None 
Date of Communication : Not Applicable 

Person To Contact: 

, ID No. 
Telephone Number: 

Refer Reply To: 

CC:FIP:B05 
PLR-108868-17 
Date: 

July 18, 2017 

This responds to Corporation 's request for a ruling that it is a political subdivision of 
State under section 1.103-1 (c) of the Proposed Income Tax Regulations (as defined 
below) and does not have to file a federal tax return . 

Facts and Representations 

Corporation makes the following representations . Corporation was established by State 
on Date 1 as an independent public corporation and government instrumentality of 
State. The mission of Corporation is to provide State with long-term energy solutions 
and to maximize the value of natural gas located in State to make the benefit of those 
resources (including associated revenues) available to all State residents . 

To carry out its mission, Corporation is authorized to develop ( 1) a pipeline and related 
infrastructure to process and transport natural gas to various communities in-state (the 
"Pipeline Project"), and (2) a larger capacity pipeline with related infrastructure to 
process, transport, and liquefy natural gas and to ship excess liquefied natural gas 
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("LNG") out-of-state (the "LNG Project"). The Pipeline Project and the LNG Project are 
referred to collectively as the "Projects ." Corporation intends to pursue whichever of the 
Projects is most economically feasible , but not both. In addition, Corporation is 
authorized to develop other transportation mechanisms to deliver natural gas in-state for 
the maximum benefit of all of the people of State. 

The assets of the selected Project will be owned by Corporation or one of its 
subsidiaries. Most of the natural gas transported and liquefied by the selected Project 
will be owned by, or acquired from, private entities that are for-profit oil and gas 
producers that have purchased lease rights from State to develop natural gas located in 
State (the "Producers") . The Producers are expected to own at least~ percent of the 
natural gas that is to be monetized through the selected Project. 

Corporation, through its subsidiaries, may enter into arm's-length contracts with private 
entities, including the Producers, for the sale of natural gas or LNG. Corporation, 
through its subsidiaries, may also enter into arm's-length tolling arrangements with 
private entities , including the Producers , for the sale of services (mainly, transportation 
through the constructed pipeline, processing, liquefaction , and storage) . Corporation 
will solicit long-term contractual commitments from potential customers in order to 
ensure adequate financing for the selected Project. Revenue associated with the 
Projects, to the extent earned by Corporation and its subsidiaries, will be used to 
provide economic benefits and revenues to State and all of its residents. 

Corporation is governed by a board of directors (the "Board") consisting of seven 
members: five public members; and two members that are heads of principal 
departments of State. The public members are appointed by the governor of State (the 
"Governor") and are subject to confirmation by the State legislature. Public members of 
the Board serve staggered five-year terms and can be removed at any time by the 
Governor. Vacancies on the Board are subject to confirmation by the State legislature. 
Corporation and its subsidiaries are required to annually submit a proposed operating 
budget to State for inclusion in the Governor's annual operating budget. 

Corporation is authorized under State law to initiate eminent domain actions, in its own 
name, to acquire property in State. This power is equal to, and ind istinguishable, from 
the power of eminent domain held by State. 

Upon dissolution of Corporation , all of its rights and property pass to State. 

Corporation chooses to apply the proposed regulations under section 1.103-1 published 
on February 23, 2016 (the "Proposed Regulations"), as permitted by the notice of 
proposed rulemaking . 81 FR 8870 

Law and Analysis 
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The Internal Revenue Code does not define the term "political subdivision." Section 
1 .103-1 (b) of the Income Tax Regulations provides that the term "political subdivision" 
denotes any division of any state or local governmental unit that is a municipal 
corporation or that has been delegated the right to exercise part of the sovereign power 

. of the unit. As thus defined, a political subdivision of any state or local governmental 
unit may or may not, for purposes of section 1.103-1 (b) , include special assessment 
districts so created, such as road, water, sewer, gas, light, reclamation, drainage, 
irrigation, levee, school, harbor, port improvement, and similar districts and divisions of 
these units. 

Section 1.103-1 (c)(1) of the Proposed Regulations provides in part that the term political 
subdivision means an entity that meets each of the requirements of paragraphs (c)(2) 
(sovereign powers), (c)(3) (governmental purpose) , and (c)(4) (governmental control) of 
such section, taking into account all of the facts and circumstances. Entities that may 
qualify as political subdivisions include, among others, general purpose governmental 
entities, such as cities and counties (whether or not incorporated as municipal 
corporations), and special purpose governmental entities, such as special assessment 
districts that provide for roads , water, sewer, gas, light, reclamation , drainage, irrigation, 
levee, school, harbor, port improvements, and other governmental purposes for a State 
or local governmental unit. 

Section 1.103-1 (c)(2) of the Proposed Regulations provides that an entity meets the 
"sovereign powers" requirement if pursuant to a State or local law of general application, 
the entity has a delegated right to exercise a substantial amount of at least one of the 
following recognized sovereign powers of a State or local governmental unit: the power 
of taxation, the power of eminent domain, and police power. 

Section 1.103-1 (c)(3) of the Proposed Regulations provides that the determination of 
whether an entity serves a governmental purpose is based on, among other things, 
whether the entity carries out the public purposes that are set forth in the entity's 
enabling legislation and whether the entity operates in a manner that provides a 
significant public benefit with no more than incidental private benefit. 

Section 1.103-1 (c)(4) of the Proposed Regulations provides that the entity meets the 
requirement for governmental control if a State or local governmental unit exercises 
control over the entity. 

Section 1.103-1 (c)(4)(i) of the Proposed Regulations provides that for this purpose, 
control means an ongoing right or power to direct significant actions of the entity. 
Rights or powers may establish control either individually or in the aggregate. Among 
rights or powers that may establish control, an ongoing ability to exercise one or more of 
the following significant rights or powers , on a discretionary and non-ministerial basis, 
constitutes control : the right or power both to approve and to remove a majority of the 
governing body of the entity; the right or power to elect a majority of the governing body 
of the entity in periodic elections of reasonable frequency; or the right or power to 
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approve or direct the significant uses of funds or assets of the entity in advance of that 
use. Procedures designed to ensure the integrity of the entity but not to direct 
significant actions of the entity are insufficient to constitute control of an entity. 
Examples of such procedures include requirements for submission of audited financial 
statements of the entity to a higher level State or local governmental unit, open meeting 
requirements, and conflicts of interest limitations. 

Section 1.103-1 (c)(4)(ii) of the Proposed Regulations provides in part that control may 
be vested in a State or local governmental unit possessing a substantial amount of each 
of the sovereign powers and acting through its governing body or through its duly 
authorized elected or appointed officials in their official capacities. 

Section 6012(a)(2) of the Code and section 1.6012-2(a)(1) of the Income Tax 
Regulations provide that every corporation subject to taxation under Subtitle A is 
required to file an income tax return regardless of whether it has taxable income or 
regardless of its gross income. However, the filing requirement of section 6012(a)(2) 
does not apply to states or their political subdivisions, with respect to activities 
conducted directly by them. See Rev. Rul. 78-316, 1978-2 C.B. 304, clarifying Rev. Rul. 
77-261, 1977-2 C.B. 45. 

Our consideration of the Proposed Regulations, as they apply to the facts of this case, 
leads us to conclude that Corporation is a political subdivision for purposes of Section 
1.103-1 (c) of the Proposed Regulations. Corporation was created pursuant to State 
legislation and is controlled by State. Of Corporation's seven Board members, two are 
heads of departments of State and five are appointed, and can be removed, by the 
Governor of State. Corporation is also required to submit annually to State a financial 
statement and complete report of its business activities. Upon dissolution of 
Corporation all remaining assets of Corporation will pass to State. 

Under State law, Corporation is granted powers of eminent domain to carry out 
authorized purposes. Corporation may initiate eminent domain actions in its own name 
without limitation . 

Corporation's purpose of providing State with long-term energy solutions and 
maximizing the value of natural gas located in State to make the benefit of those 
resources (including associated revenues) available to all State residents is a 
governmental purpose. So long as Corporation's contracts and transactions with 
private entities are arm's-length, any private involvement in and benefit from the 
Projects, including any involvement of, or benefit derived by, private entities , including 
the Producers, is only incidental to Corporation's public purpose. 

Conclusion 

Under the facts and circumstances of this case and based on the representations made 
by Corporation, we conclude that Corporation qualifies as a political subdivision under 
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Section 1.103-1 ( c) of the Proposed Regulations. As a political subdivision , Corporation 
is not required to file a federal tax return . 

Except as expressly provided herein , no opinion is expressed or implied concerning the 
tax consequences of any transaction or item discussed or referenced in this letter. 

This ruling is directed only to the taxpayer who requested it. Section 611 0(k)(3) 
provides that it may not be used or cited as precedent. 

In accordance with a Power of Attorney on file with this office, a copy of this letter is 
being sent to each of Corporation's authorized representatives. 

The ruling contained in this letter is based upon information and representations 
submitted by Corporation and accompanied by a penalty of perjury statement executed 
by an appropriate party. While this office has not verified any of the materials submitted 
in support of the request for a ruling , it is subject to verification upon examination. 

Sincerely, 

Associate Chief Counsel 
(Financial Institutions & Products) 

By: /S/ 
Timothy L. Jones 
Senior Counsel, Branch 5 
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ALASKA STATE LEGISLATURE 
SENATE AND HOUSE RESOURCES COMMITTEES 

SEN. CATHY GIESSEL 
Senate Chair 
State Capitol, Room 427 
Juneau, AK 99801-1182 

September 25, 2017 

Mr. Keith Meyer 
President 
Alaska Gasline Development Corporation 
Calais Building One 
3201 C Street, Suite 200 
Anchorage, AK 99503 

President Meyer 

REP. GERAN TARR 
House Co-Chair 
State Capitol, Room 126 
Juneau, AK 99801-1182 

Thank you for working with our offices to schedule the next legislative update on the 
Alaska LNG Project (AK LNG) for Monday, October 16, at 1:00pm. We appreciate the 
legislative session, coupled with the summer activities for the Alaska Gasline 
Development Corporation (AGDC) have coincided to push an update later than anyone 
would have preferred. 

In anticipation for the questions that may arise in the hearing, we write you today, in 
our capacity as Chair and Co-Chair of our respective standing committees, to 
enumerate some of the topics and inquiries that will be asked of you and your staff. Our 
intent in providing this to you is for AGDC staff, and yourself, to be ready for a 
discussion with committee members on the following subjects. 
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The private letter ruling from the Internal Revenue Service (IRS): What were the 
conditions under which the IRS private letter ruling was issued? What provisions of AK 
LNG might change as the project progresses that may impact the private letter ruling, 
and require a re-evaluation from the IRS? Does AGDC have scenarios planned for 
different versions of AK LNG that takes into consideration the tax status of potential co­
venture stakeholders, and how their tax status may impact the project? 

An analysis of the Memorandum of Understanding (MOUs): What is the significance 
of the MOUs to date? What are the anticipated next steps with the parties who have 
signed the MOUs with AGDC to further participate in the project? What is the transition 
path for a party that has signed a non-binding MOU to a binding agreement with 
AGDC? 

An Overview and Assessment of the Capacity Solicitation Process: What kind of 
capacity was offered, and under what terms that are disclosable to the public? What was 
the response from stakeholders from the capacity solicitation process? How do the 
results of the capacity solicitation process influence the next steps in the AK LNG 
Process? What kind of commitment did AGDC make, as a respondent to the capacity 
solicitation process? Was there any specific level of commitment, in terms of molecule 
volume of financial commitment, that AGDC made during this process? How does 
AGDC reconcile being both the facilitator for the capacity solicitation respondent, and a 
respondent? 

In-Depth Cost Assessment and Analysis: What is the cost structure of AK LNG 
currently? What are the likely sources of funding for AK LNG? Under what 
circumstances, and to what degree, is the State of Alaska government (SOA) anticipated 
to fund AK LNG? What are the timelines for when more explicit cost provisions will be 
known? Does AK LNG's cost and netback to the SOA also consider the funding to local 
governments, and if so, in what manner (a Payment In lieu of Taxes or PILT)? 

Personnel: What is the progress on securing a financial advisor for AGDC as well as a 
general counsel? If those positions have been secured, who are those individuals? Are 
they contracted positions from external firms, or employees of AGDC? How will 
securing those positions impact the timeline on the inquiries referenced earlier? 

State Agency Cooperation: What is the Department of Revenue (DOR) doing to assist 
AGDC in fulfilling its duties under Senate Bill 138 (SB 138), the enabling legislation for 
AK LNG? Is the DOR providing the necessary financial analysis for AK LNG? What is 
the Department of Natural Resources (DNR) doing to assist AGDC in fulfilling its duties 
under SB 138? Is the DNR providing the necessary pathway for a royalty decision on AK 
LNG? If a royalty decision is not necessary from DNR, why has that changed? Has the 
recent development with the Plan of Development (POD) of the Point Thomson Unit 
(PTU) impacted the AK LNG timeline in any way? 
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We respectfully request also that personnel from the Department of Revenue, and the 
Department of Natural Resources, be available to answer agency specific questions as it 
pertains to the Departments' role in the AK LNG Project. 

Thank you for coordinating schedules during a busy time of the year. Should you have 
any questions, or request to clarify, the points outlined in this letter, please do not 
hesitate to contact our offices. 

Respectfully, 

Senator Cathy Giessel, Chair Rep. Geran Tarr, Co-Chair 
Alaska Senate Resources Committee Alaska House Resources Committee 



THE STATE 

01ALASKA 
GOVERNOR BILL WALKER 

October 13, 2017 

Senator Giessel and Representative Tarr: 

Department of Natural Resources 
COM i'vl!SSIONER ·s OFFICE 

55tl W. 7" " 14()1) 
Anchorage, /\k 9950 1 

Main : 007.269 8431 
Fa~ 907.269.8918 

I received your September 25, 2017 letter to AGDC President Keith Meyer, which included some 
questions directed at DNR. I felt it proper to answer those questions directly and I intend to have a DNR 
representative available at the October 16th hearing. 

The questions to DNR are restated below, along with my response to those questions . Please let me 
know if there is anything else I can do to assist. 

What is the Department of Natural Resources (DNR) doing to assist AGDC in fulfilling its duties 
under SB 138? 

SB 138 added AS 38.05.180(hh) and (ii) to DNR statutes, to provide the Department with the authority 
to modify lease terms necessary to enable the project under the equity model framework being 
considered at the time. Specifically, AS 38.05.l 80(hh)(l) allowed the Commissioner to remove the 
switching option between taking its royalty in kind and in value and AS 38.05.180(hh)(3) allowed the 
Commissioner to replace variable payments with fixed rate payments. While these modifications were 
necessary to align the project interest with the gas volume interest for each party so that costs and 
capacity (pipeline ownership) were aligned with resource ownership, DNR was not obligated to take 
such action unless it was determined to be in the best interest of the State. 

A considerable amount of work was afforded these efforts during commercial negotiations with project 
partners. With project structure changes, the FID decision no longer hinges on these decisions. If the 
project does require these modifications to be evaluated in the future, DNR stands ready to evaluate 
these lease modifications when the time comes. 

Is the DNR providing the necessary pathway for a royalty decision on AK LNG? If a royalty 
decision is not necessary from DNR, why has that changed? 

The royalty decision, which I assume to mean the decision to take all the State's gas in kind or in value 
for the duration of the project, was a necessary decision to finalize commercial agreements in an equity 
model. 

Under the ownership models currently being discussed for AKLNG, the timing of this royalty decision 
has become less important than it was under an equity model and a switching modification may become 
unnecessary in some models. 

As the project is still being defined, the shipping costs are unknown, and the potential sales to RIK 
purchasers are not identified, it is premature for DNR to issue any long-term commitment for the sale of 
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State royalty gas. This decision will be made in due course, is not a critical path item, and will not delay 
the project. 

Has the recent development with the Plan of Development (POD) of the Point Thomson Unit 
(PTU) impacted the AK LNG timeline in any way? 

The Point Thomson Unit Expansion Planning POD was required by 4.6.2 of the Settlement Agreement 
which was to include the information enumerated in 4.6.4 of the Settlement Agreement. Paragraph 4.6.2 
allowed the division "to provide written notice that the Expansion Planning POD is inconsistent with the 
term of this Agreement" within 60 days of receiving the POD. The Division exercised this right and 
asked for clarification from the unit operator in order to fully comply with paragraph 4.6.4 of the 
Settlement Agreement. 

On October 12, 2017, ExxonMobil supplied DOG with additional information to supplement the 
Expansion Planning POD. The Division is now in a 60-day review period for this information. 

Regardless, the acceptance/denial of that POD does not impact the ability for AKLNG to proceed. The 
operator must continue to operate the IPS and progress diligently toward either a MGS or an Expansion 
Project, or else relinquish the lands in accordance with the Settlement Agreement. A dispute over the 
completeness of the POD does not alter those obligations. 

Sincerely, 

Andrew T. Mack 
Commissioner 
Department of Natural Resources 
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APPENDIX C 

CHECKLIST 

IS YOUR LETTER RULING REQUEST COMPLETE? 

INST RUCTIONS 

The Service will be able to respond more quickly to your letter ruling request if it is carefully prepared and complete. Use this 
checklist lo ensure that your request is·in-order.-Comptete1hc-foudtems-ohnfonnation·requested before the· checklist. Answer each 
question by circling "Yes," "No," or "NIA." When a question contains a place for a page number, insert the page number (or 
numbers) of the request that gives the information coiled for by a "Yes" answer to a question . Sign and dale the checklist (as 
taxpayer or authorized representative) and place it on top of your request. 

If you arc an authorized representative submitting a request for a taxpayer, you must include a completed checklist with the 
request or the request will either be returned to you or substantive consideration of it will be deferred until a completed checklist 
is submitted. If you are a taxpayer preparing your own request without professional assistance, an incomplete checklist will 
not cause the return of your request or defer substantive consideration or your request. You should still complete as much of 
the checklist as possible and submit it with your request. 

TAXPAYER'S NAME /}l--14.fK A G,1.f'L(/V{; 0£Vl:;L-DPM(;'?Vr Co,f PoRf}no/\1 

TAXPAYER'S I.D. NO. '--/ J- 3 3 0 lf 3 3 B 
ATTORNEY/P.O.A. Tl?. fl VIS GJ8B SJ ()I(/.) n:-rrv A-Yl/116 Al( I 
PRIMARY CODE SECTION / O 3 
CIRCLE ONE ITEM 

0No 
YcsNoQ 

1. Does your request involve an issue under the jurisdiction of the Associate Chief Counsel (Corporate), the 
Associate Chief Counsel (Financial Institutions and Products), the Associnte Chief Counsel (Income Tax and 
Accounting), the Associate Chief Counsel (International), the Associate Chief Counsel (Passthroughs and Special 
Industries), the Associate Chief Counsel (Procedure and Administration), or the Associate Chief Counsel (Tax 
Exempt and Government Entities)? See section 3 of Rev. Proc. 2016-1, this revenue procedure. For issues under 
the juiisdiction of other offices, see section 4 of Rev . Proc. 2016-1. (Hereafter, all referent cs are to Rev . Proc. 
2016-1 unless otherwise noted.) 

2. Have you rend Rev. Proc. 2016--1, Rev. Proc. 2016--3, and Rev . Proc. 2016--7, this bulletin, to see if part or all 
of the request involves n mauer on which letter rulings are not issued or are ordinarily not issued? 

3 . If your request involves a mntter on which letter rulings are not ordinarily issued, hove you given compelling 
reasons to justify the issuance of a letter ruling? Before preparing your request, you may want to call the branch 
in the Office of Associate Chief Counsel (Corporate), the Office of Associate Chief Counsel (Financial Institutions 
and Products), the Office of Associate. Chief Counsel (Income Tax and Accounting), the Office of Associate Chief 
Counsel (lntemntional), the Office of Associate Chief Counsel (Passthroughs and Special Industries), the Office 
of Associate Chief Counsel (Proccd1,1re and Administration), or the Office of Associate Chief Counsel (Tax 
Exempt and Government Entities) responsible for substantive interpretations of the principal Internal Revenue 
Code section on which you are seeking a letter ruling to discuss the likelihood of an exception. For matters under 
the jurisdiction of-

(a) the Office of Associate Chief Counsel (Corporate), the Office of Associate Chief Counsel (Financial 
Institutions and Products), the Office of Associate Chief Counsel (Income Tax. and Accounting), the Office of 
Associute Chief Counsel (Passthroughs and Special Industries), or the Office of Associate Chief Counsel (Tax 
Exempt and Government Entities), the Office of the Associate Chief Counsel (Procedure and Administration), the 
appropriate branch to call may be obtained by calling (202) 317-5221 (not a toll-free call) ; 

(b) the Office of the Associate Chief Counsel (International), the appropriate branch to call may be obtained by 

Yes No C:1 :~l:~n:~

2

::~:~: 

7

i:v::c:n:tr:ti~:~::~e p:::l)~ualification matter under § 401 (a), § 4W, or § 4975(e)(7). have you 
Page_ 0 demonstrated that the request satisfies the three criteria in section 4.02 of Rev. Proc. 2016--3, this Bulletin, for a ruling? 
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Yes No E)s. If the request deals with a completed trunsaction, have you filed the return for che year in which the transaction was 
Page_ completed? See section 5.01. 

Yes O 6. Are you requesting the letter ruling on a hypothetical situation or question? See section 6,12, 

YcefSO 
Yes~ 

Yes~ 
Png~ 

;()s No 

~ge-;21-

l'Js No 
'itagc~ '6 

&;No 
Page_ ..,?. 'I; 

Yes No ¼Al 
Page_ CJ 

7. Arc you requesting the letter ruling on alternative plans of a proposed tmnsaction? See section 6.12. 

8. Are you requesting the letter ruling for only part of an integrated transaction? 

9. Are you requesting n letter -ruling under the j1,1ril,dicti90-of. A$-S~i<\(~~iet:..Couniel- (-Cor.por~le)-on- a­
significant issue (within the meaning of section 3,01(50) of Rev. Proc. 2016- 3, this Bulletin) with respect to 
a transaction described in § 332, § 351, § 355, or § I 036 or a reorganization within the meaning of§ 368? 
See section 6 .03. 

I 0 . Are you requesting the letter ruling for a business, trade, industrial association, or similar group 
concerning the application of tax law to its members? See section 6.05. 

I 1. Are you requesting the letter ruling for a foreign government or its political subdivision? See section 6.07. 

12. Have you included a complete statement of nil the facts relevant to the transaction? See section 7.01(1). 

13 . Have you submitted with the request true copies of all wills, deeds, and other documents relevant to the 
transaction, and labeled and attached them in alphabetical sequence? See section 7 .01(2). 

14. Have you submitted with the request a copy of all applicable foreign laws, and certified English 
translations of documents that are in a language other than English or of foreign laws in cases where English 
is not the official language of the foreign country involved? See section 7 .0 1(2). 

15 . Have you included an analysis of facts and their bearing on the issues? Have you included, rather than 
merely incorporated by reference, all material facts from the documents in the request? See section 7.01(3). 

16 . Have you included the requi red statement regarding whether any return of the tax payer (or any return of 
a related taxpayer within the meaning of§ 267 or of u member of nn affiliated group of which the taxpayer 
is also a member within the meaning of§ 1504) who would be affected by the req uested letter ruling or 
determination letter is currently or was previously under examination, before Appeals, or before a Federal 
court? See section 7 .01(4). 

17 . Have you included the required statement regarding whether the Service previously ruled on the same or 
similar issue for the taxpayer, a related taxpayer, or a predecessor? See section 7 .0 I (S)(a). 

I 8. Have you included the required statement regarding whether the taxpayer, a related taxpayer, a 
predecessor, or any representatives previously submitted a request (including an application for change in 
method of accounting) involving the same or similar issue but withdrew the request before the letter ruling 
or determination letter was issued? See section 7.01(5)(b). 

19. Have you included the required statement regarding whether the taxpayer, a related taxpayer, or a 
predecessor previou s ly submitted a request (including an application for change in method of accounting) 
involving the same or similar issue that is currently pending with the Service? See section 7.01(5)(c). 

20. Have you included the required statement regarding whether, at the same time as this request, the 
tuxpayer or a related taxpayer is presently submitting nnother request (including an application for change 
in method of accounting) involving the same or similar issue to the Service? See section 7.0l(S)(d). 

21. Have you included the required statement regarding whether the taxpayer or a related taxpayer had, or 
hus scheduled, a pre-submission conference involving the same or a similar issue? See section 7 .0l(S)(e). 

22. If your request involves the interpretation of a substantive provision of an income or estate t~x treaty, 
have you int:luded the required statement regarding whether the tax authority of the treaty jurisdiction has 
issued a ruling on the same or similar issue for the tnxpuyer, a related taxpayer, or a predecessor; whether 
the same or similar issue is being examined. or has been settled, by the tax authority of the treaty jurisdiction 
or is otherwise the subject of a closing agreement in that jurisdiction ; and whether the surne or similar issue 
is being considered by the competent authority of the treaty jurisdiction? See section 7 .01(6) . 
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23 . If your request is for recognition of Indiun tribal government status or status as a political subdivision 
of an Indian tribal government, docs your request contain a letter from the Bureau of Indian Affairs regarding 
the tribe's status? See section 7.01 (7). which Slates that tux payers are encouraged to submit this letter with 
the request and provides the address for the Bureau of Indian Affairs . 

24. Have you included the required statement of relevant authorities in support ot your views? See section 7.01(8). 

25. Have you included the required statement regarding whether the law in connection with the request is uncertain and 
whether the issue is adequately addressed by relevant authorities? See seGtion-7.0!{8). --- - --- ---·----

Yes No 
Page_ 

~6. Does your request discuss the implications of any legislation, tax treaties, court decisions, regulations, notices, 
~;evcnue rulings, or revenue procedures that you detennined to be contrary to the position advanced? See section 7.01(9), 

which states that taxpayers are encouraged to inform the Service of such authorities. 

27. If you determined that there are no contrary authorities, have you included a statement to this effect in your request? 
See section 7.01(9). 

28. Have you included in your request a statement identifying any pending legislation that may affect the proposed 
transaction? See section 7.01(10). 

29. Have you included the deletion statement required by§ 6110 and placed it on the top of the letter ruling request 
as required by section 7.01(11 )(b)? 

30. Have you (or your authorized representative) signed and dated the request? See section 7.01(12). 

31 . ff the request is signed by your representative or if your representative will appear before the Service in connection 
with the request, is the request .iccompanied by a properly prepared and signed power of attorney with the signatory's 
name typed or printed? See section 7.01(14). 

~l,o 32. Have you signed, dated, und included the penalties of perjury statement in the format required by section 7.01(15)? 

~Jar,l-f'j-
Yi:s~ 33. Are you submitting your request in duplicate if necessary? See section 7.01(16). 

Yes No r./J;i;> 34. ff you are requesting separate letter rulings on different issues involving one factual situation, have you included a 
Pngc_ v::/.!;!/ statement to that effect in each request? See section 7.02(1 ). 

& No NIA 35. If you want copies of the letter ruling sent to a representative, does the power of attorney contain a statement to that 
effect? See section 7 .02(2). 

Yes No€) 36. Ir you do not want a copy of the letter ruling to be sent to any representative, does the power of attorney contain 
a statement to that effect? See section 7 .02(2). 

Yes No 8 37. If you are making a two-part letter ruling request, hove you included a summary statement of the facts you believe 
lo be controlling? See section 7.02(3). 

~ 
Yes No 38. If you wunt your letter ruling request to be processed ahead of the regular order or by a specific date, have you 
Poge_ requested expedited handling in the manner required by section 7.02(4) and stoled o compelling need for such action 

in the request? See section 7 .02( 4) of this revenue procedure. 

39. If you are requesting a copy of any document related to the letter ruling request to be sent by facsimile ·(fax) 
transmission, have you included a stntement to that effect? See section 7.02(5). 

40. lf you wunt to have a conference on the issues involved in the request, have you included a request for conference 
in the letter n1ling request? See section 7.02(6). 

41 . Have you included the correct user fee with the request and is your check or money order in U.S. dollars and payable 
to the Internal Revenue Service? See section 1 S and Appendix A to determine the correct amount. 

42. If your request involve:. a personal, exempt orgnnizat.ion, governmental entity, or business-related tax issue and you 
quulify for the reduced user fee because your gross income is less than $250,000, have you included the required 
ce.i1itication? See paragraphs (A)(4)(a) and (B)( I) of Appendix A. 
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Yes No 
Page_ 

r.tifli. If you quallfy for uie user fee for substantially identical letter rulings, hove you included 1hc required infon11a1ion? 
l.!:.!}Y See section 15.07(2) and paragraph (A)(S)(n) or Appendi~ A. 

Yes No r::[;')s. lf yo~ qual ify for the user fu for o § 301 .9100 request lo extend the lime for filing wi idcnticnl change in melhod 
Poge_ 1.J:JJ:J/0( ac·counting on a single· Fonn JI l 5; Appllcml/Jn for Change In Act'utmting Mellmd; hove--you ·included thc-requlri:d 

infomintion? See section 15.07(4) ond pllragraph (A)(5)(d) of Appendix A. 

Yes No€£} 46. [( your rcqucsl Is covered by nny of the chcck!is1s, guideline revenue procedures, no<ic.es, safe h!lfbor revenue 
procedures, or 01her special requirements listed in Appendix G, hove you complied with all of the rcquircmcnu of the 
applicable revenue procedure or notice? 

Rev. Proc. 

6ft:l6 
Yes No~ 
Poge_ 

Yes Nor;;;;) 
Page_ 

Yes No€) 
Pnge _ 

List other applicable revenue procedures or notices, including chccklilu. used or relied upon in the preparation of this 
letter rultng request (Cumul111ivc Bulletin or lnmmnl R.evc11uc Bullelin citation noL required). 

47. If you arc requesting relief under § 780.S(b) (regarding retrouclivc cffe1:1), have you complied with all of the 
rt:quiremenlS in section I I.I I? 

48. II you nre requesting relief under§ 301.9100 for n lnlC cnlily classrtication election, have you included o sllllcmcnl !hat 
complies wilh section 4.04 of Rev. Proc. 2009-41, 2009-39 I.R.B. 439? See se<.:tion 5,03(5) of this rcvcooe prnccdurc. 

49. (f you 11.1c n:qucsting iclicf under§ 301 .9100, and yoW" request inYOlvcs.n year aha1 is cum:nlly underexaminntion or with 
appeals, h:ive you included lhc required notilicnllon. which olso provides lhe name and telephone number of lhe exnrnining 
ngcnl or oppculs officer? See s,.-ction 7.01(4) of lhis revenue proccdwe. 

Yes No ~ 50. Tr you ;ire requesting relief under § 301.9100. have you included !he afliduvit(s) ond declarallon(s) required by 
§ 301.9100-J(e)? Sec§ 5.03(1) of this rcv~nuc procedure. 

Yes No ~ 51 . U you arc requesting relief under § 301 .9100-3. :ind the period of limilDlions on nsscssmen1 under§ 650 l(n) wiU expire 
\(jy for nny ycnr nffcc1ed hy lhc requcsu:d n:lier before the wnicipUled rea:ip1 or a letter ruling. have you secured consent wider 

fl 6501 (c)(4) 10 cx1end lhc period of limillltions on nsscssrnc.nl for lhe yeur(s) nt i5suc? Si,e § 5.03(2) of lhi~ revenue proctdurc. 

52. Have ~ntion or the Associate Chief Counsel (Corpor.11c), the Associnle Chief 
Coun~el ~~ Associate ChiefCoun.sel (lncome Tax and Accou1tting), the Associn~ 
Chief Coun~cl {lntcmntional), the Associate Chief Counsel (Posslhroughs ;md Spccinl Industries), the Associate Chief 
Counsel (Procedure nnd Admioislnllion), or the Associate Chief Counscl (Tnx Exempt and Government Entities), as 
npproprinte? The mailing lldd!ess is: 

_:}._/21)) 
.___ Signature 

Typed or printed nnme of 
person signing checklis1 

Bulletin No. 2016-1 

Internal Revenue Set-vice 
Attn: CC:PA:LPO:DRU 
P.O. Box 7604 
Ben Fninklin Sllllion 
Washington, DC 20044 

Jf o privlllc delivery service is used, the address is; 

Inlernru Rettnue Servke 
Attn: CC:PA;LPD:DRU, Room 5336 
Ull Constltullon Ave., NW 
Washington, DC 20224 

The pocknge should be mnri<cd: RULING REQUEST SUBMlSSION. Improperly nddn:sscd requl!!lls 
mny be delayed (sometimes for ovor ,1 week) in reaching CC:PA:LPO:DRU for iniual processing. 

. ,4 l)T}f,:)Jf/l£!) f?EftE5ti!V{ltT7vr;-. 
Tille or Au1hority Dnte f\i\t1r-c.f--. ~ I ZOI 1 
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Associate Chief Counsel (Financial Institutions and Products) 
Attn : CC:PA:LPD:DRU, Room 5336 
1111 Constitution Ave., NW 
Washington, DC 20224 

RE: Alaskn Gaslinc Development Corporation 

Dear Sir or Madam: 

Travis C. Gibbs 
f'or/11a 
T 4 I 5-9!M-8336 
lgibbs@nixonpcabocly.com 

One Embarcadero Ccnkr. 18th Floor 
Sim Francisco, CA 94111-3600 
415-984-82()0 

This letter ruling request is respectfully submitted on behalf of the Alaska Gasline 
Development Corporation (the "AGDC") . 

In brief, the AGDC requests a rnling on whether it is a "political subdivision" of the 
State of Alaska (the "State"), as defined under proposed regulations (the "Proposed 
Regulations") published on February 23 , 2016 in the Federal Register with respect to Section 
103 of the Internal Revenue Code (the "Code"), the income of which is exempt from federal 
income taxation. The AGDC intends to rely on the Proposed Regulations with the 
understanding that they provide more detail and nuance regarding the definition of political 
subdivision than does the current law. 

Section A of this request outlines certain taxpayer information and facts relating to the 
organization, operation and purpose of the AGDC. Section B sets forth the specific ruling 
requested. Section C stunmarizes the authorities supporting such a ruling. Section D analyzes 
the authorities' application to the relevant facts and Section E sets forth the conclusion of that 
analysis. Section F' discusses certain procedural matters. 

A. STATEMENT OF FACTS 

I . Taxpayer Information 

a. Names, Addresses, Telephone Numbers of All Interested Parties 

Alaska Gasline Development Corporation 
c/o Keith Mey1;:r 
.1201 C. St. 
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AGDC Asset Holding Co. (a subsidiary of the AGDC of which it is the sole member) 
c/o AGDC 
3201 C. St. 
Suite 200 
Anchorage, Alaska 99503 
(907) 330-6300 

AGDC Gas Aggregator Co. (a subsidiary of the AGDC of which it is the sole member) 
c/o AGDC 
3201 C. St. 
Suite 200 
Anchorage, Alaska 99503 
(907) 330-6300 

b. Taxpayer Identification Number 

The AGDC's Taxpayer Identification Number is 45-3304338 . 

c. Annual Accounting Period and Overall Method of Accounting 

Not applicable. 

2. Description of Taxpayer's Business Operations and Facts Relating to Transaction 

a. Background 

In 20 l 0, the State legislature determined that, by 2018, declining oil flow through the 
TransAlaska Pipeline System 1 would seriously diminish State revenue. In addition, the State 
legislature detennined that natura.1 gas reserves in the Cook Inlet, located in the south-central 
region of the State with the majority of Alaska's population, were depleting al a rate that would 
eventually lead to significant long-term shortages for residential and commercial gas users in 
that region who depend solely Cook Inlet natural gas for the majority of their heating and 

1 The TransAlaska Pipeline System, bu ill between 1974 and 1977, generally consists of a pipeline system and other 
infrastructure that conveys crude oil from northern Alaska lo the city of Valdez, Alaska. Since its completion, 
the State has collected significant taxes paid by oil producers and shippers and has enjoyed sig.nificant other 
reven ues in connection with the Pipeline System . Declining oil prnduction and other market impacts have 
resulted in significant reduced amounts of associated taxes and revenues . 
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dectric requirements. Moreover, the central-Alaskan Fairbanks region was facing severe air 
quality issues because of the region's reliance on coal and w.ood=.b.urning..... lnresponse the State ______ _ 
legislature enacted I-louse Bill 3692 ("H.B. 369") requiring the development ofan in-state 
natural gas pipeline plan to facilitate the delivery of a clean supply of natural gas and/or 
liquefied natural gas ("LNG") from the State's North Slope to residents of the State, including 
the south-central region of the State, on a priority basis. To oversee this process, the State 
created the predecessor of the AG DC as a subsidiary of the Alaska Housing Finance 
Corporation. 

Under H.B. 369, the State acknowledged that the in-state natural gas consumption alone 
could not financially support the creation of a pipeline due to the State's relatively small 
population. Tlu:refore, the State determined that natural gas in excess of Urnt expected to be 
consumed in-state could be available for other uses and that the State could provide facilities to 
condition the natural gas for export out of the State, all for the benefit of the State and its 
residents . 

b. Creation of the AGDC 

On May, 22, 2013, the State legislature enacted House Bill 43 ("H.B. 4") that established 
the AGDC as an independent puhlic corporation and government instrumentality of the State 
located for administrative purposes in the State's Depa1tment of Commerce, Community, and 
EL:onomic Development. '1 H.B . 4 also established the AGDC as "having a legal existence 
independenl or and separate from the State. "5 

H.B. 4 created an Act6 (the ''Act'') that set out the J\GDC's organization , administration, 
and powers. established the AGDC's authority to issue bonds and bond anticipation notes, and 
contained the AGDC's general provisions . In 2014, the State legislature enacted Senate Bill 
138 7 (''S.B. 138") that expanded the AGDC's authority to include participation in a LNG export 
project. 

Pursuant to H.B. 4, S.B. 138, and the Act the AGDC was created to: (l) develop a 
pipe I ine to process and transport natural gas to various communities in-state (the "Pipeline 
Project" ); and (2) develop a larger capacity pipeline with related infrastrncture to process, 

: 1-1 B . .36'.l , 26th Leg .. 2nd Reg. S,s, . (Ak 20 10) Sec Exhibit C 

' II. B. 4, 28th Leg .. I st Reg. Sess. (Ak. 2013 ). S..~i': F.x h ibit D. I 11 creating the Act, H.B. 4 amended and repenled 
portions of [IB. 369 

•I w., 

.s Alaska Stat. ~ 3 1.25.0 I 0. ;iec Exhibi t E. 

" Alaska Stat.* J 1.25.005 to J I 25 .390 $.fi,: Exh ibit r. 
1 

S.8. 138. 28th l ,eg .. 2nd Reg. Scss . (Ak 201.J). ~~ Exhibit I-' . 
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transport, and liquefy natural gas and to ship excess LNG out-of-State (the "LNG Project;" and 
together with the Pipeline Project. the '·Projc~ts"). 8 The AGDG's intention is.to-pur,aue-either­
one of these Projects, whichever is more economically feasible, but not both. In addition, the 
AGDC is authorized t.o develop other transportation mechanisms to deliver natural gas in-state 
for the maximum benefit of the people of the State.9 

Further, S.B. 138 created tl1e Alaska Affordable Energy Fund to dedicate 20% of the 
LNG Project ' s net revenue to develop infrastructure and deliver affordable energy to areas of 
the State that will not have direct access to the Pipeline Project. 10 The State legislature 
determined that the fund was necessary and consistent with the AGDC's public purpose to 
benefit all Alaskans. 

c. Purpose of the AGDC 

The AGDC is a public corporation and government instmmentality acting in the best 
interest ofthc State. 11 The AGDC's mission is to provide the State with long-term energy 
solutions and to maximize the value of natural gas located in the State. The AGDC currently 
intends to deliver the benefits of the North Slope's natural gas by one of two methods- the 
Pipeline Project or the LNG Project. 

The Pipeline Project will provide infrastructure that will facilitate the processing, 
distribution and use of natural gas located in the Statc .12 This infrastructure consists of an 800-
mile-long pipeline tha t starts at Prudhoe Bay ~along the North Slope) and terminates at Cook 
Inlet along the south-central coast of Alaska .1 ff it pursues the Pipeline Project, the AGDC will 
make such natural gas and other products available to the State's residents and businesses 
through domestic sales at the lowest rates possible . 1•

1 

8 Alaska Slat.§ 31.25 .00 5. See Exhibit E. 
,, IJl 

'" The Alaska Affordable Energy Fund is to receive 20 pcrct:nl of the net revenue from the sales oflhe State's 
royalty gas, at'ler the: Alaska Perman em Fund first receives its share (typicaly 25 percenl of the royalty but it 
can be 50 percent depending on the lease form). The Aloskn Affordable Energy Fund does not receive any 
rer'(:entage of' AGDC's tariffrcvenucs. 

11 ~!e Alaska Stat. 9 31.25.010. Sec Exhibit E. 

11 See i!i The Pipel ine Project wi 11 also nllow for the process ing and distribution of propane and other 
hyc.Jrocarbons associated with natural gas (othtr !hon oil) . 

13 See Exhibit H. Ex hibit 11 contains a rrese ntation hy the AG DC to th e House Resources C'o rnrnittee that 
describes the trnnsporta tio11 mutt~ of th e pipeline . 

1 1 See id . 
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The LNG Project will also consist of providing infrastructme that will facilitate the 
processing, distribution and use of natural gas located in the State. The contemplated-- - -
infrastructure for the LNG Project wi]I consist of (I) a pipeline that shares much of the same 
route as the pipeline contemplated as pan of the Pipeline Project and (2) an LNG production 
facility (the ''LNG Production Facility") in Nikiski, Alaska (around 170 miles away from 
Anchorage, Alaska). Instead of terminating near Cook Inlet to connect to the existing natural 
gas distribution system, the contemplated pipeline for the LNG Project will continue across 
Cook Inlet to the LNG Production Facility. The LNG Production Facility will provide 
liquefaction and related services (including storage)t 5 for natural gas in excess ofthnt needed 
for in-State consumption. The AGDC expects the LNG to be exported for sale to the world 
LNG market. 

To date, the AGDC has only focused on the development of the Projects but the AGDC 
may undertake other activities or projects in the future that are in line with its purpose. The 
AGDC may pursue development of some or all of its projects in partnership with other interests, 
including rrivate interests, or other arrangements. 16 

The AGDC's projects will offset declining Cook Inlet reserves and provide State 
residents and third-party projects along the entire pipeline corridor with an alternative source of 
heat and power generation. The availability of cleaner fuel will benefit the State through 
creation of engineering and construction jobs, additional tax revenues, and healthcare cost 
savings from improvements in air quality. 

i, See isl 
1
" S.B . I 38 giv-:s the commissioner ofr.:v1:nue the authority lo "identify and report lo rhe legislature on a range of 

financing options for state acquisition ofan ownership interest and participation in a North Slope natural gas 
project." "No11h Slope nawral gas project" means a projec1 ro produce or transport natllral gas from stale oil 
and gas and gas only leases that include land north of 68 degrees North latitude for transpon in a gaseous state 
from the' North Slope. S.H. 138 goi:s on to stat,, that the co1nmissioner ot' revenue ·'shall pri:senl a plan and 
suggested legislation to allow a municipality. regional corporation, or resident or the state to participate as a 
co-owner in a North Slope natural gas pipeline." See Exhihit F. To dnte, no rlan has been presented to the 
legisl~turc . 1112017, new legislation wus proposed to allow individuals the oppo111111ity to paiticipate as a co­
owner in the LNG Project. S.B . 35, 30th Leg. , I st Reg. Sess. (Ak.2017). See Exhibit(,. Under S.B. 35 co­
owncr.;hip inlt:rests will be offered at the subsidiary level_ ifat all. If the AGDC's ownership intcn:sts in su~h 
jointly developed Projects are less lhan I 00%. AGDC has been advised that only the income: associatt:d with 
lhe AGDC's ownership interests will potentially be exempt from tederal income tax as a result of AGDC's 
political subdivision statlls. 
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The AGDC is authorized to exercise the powers of eminent domain and declaration of 
taking i-o acquire land or an interest in la11d that is necessary for the Projects. This power is 
equal to and indistinguishable from the power or eminent domain held by the State. 17 

The AGDC has the power to plan, finance, construct, develop, acquire, mainrain and 
operate a pipeline system and other transporta tion mechanisms 18 in-state to facilitate production, 
transportation, and delivery of natural gas or other related natural resources to the point of 
consumption or to the point of distribution for consumption. 19 

The AGDC is expressly authorized to do all the things necessary, convenient, or 
desirable to carry out the powers expressly granted by the Act, including, but not limited to: 

(i) acquire an interest in property as necessary or convenient to the development 
financing, construction, or operation of all or part of the Pipeline Project or the LNG Project, 
financing for the project, whether by purchase, gift or lease; 

(ii) lease or rent facilities, structures, and properties; 

(iii) transfer or otherwise dispose of all or part of an interest in an asset of the 
corporation; 

(iv) receive, administer, and comply with the conditions and requirements of an 
appropriation, gift, grant, or donation of property or money; 

(v) invest or reinvest its funds, subject to agreements with noteholders and 
bondholders; 

(vi) borrow money as provided by the Act to carry out its corporate purposes 
and issue its obligations as evidence of borrowing; 

(vii) make and execute agreements, contracts, and other instruments necessary 
or convenient in the exercise of the powers and functions of the corporation under the Act, 
including a contract with a person, firm, corporation, government agency, or other entity; 

(viii) acquire an ownership or participation interest in the LNG Project, natural 
gas treatment facilities, natural gas pipeline facilities, liquefaction facilities, marine terminal 

17 ~ee Alaska Stat. § 3 l.25. 080(aJ(4J. ~ Ee..~ Ex hibit E. 
18 These transportation mec hanisms may inc lude pipel ines, compressors, storage facilit ies, and other related 

facilities, equipment , and works o f public improvement. 
10 .A. laska Stat. § 3 I .25. 080(a)(2 ), See Ex hibit E. 
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facilities related to the infrastructure of the LNG Project, or an entity or joint venture that has an 
owr1e.rship. interest .in or is CJJgaged in the_ planning, financing, acquisition, maintenance, 
construction, and operation of the LNG Project; 

(ix) establish a schedule of reasonable fees, rental rates, and other charges, and 
collect fees, rentals, and other charges for use of the facilities of the corporation; 

(x) employ fiscal consultants, engineers, attorneys, appraisers, and other 
consultants and employees that may, in the judgment of the corporation, be required and fix and 
pay their compensation from fund s available to the corporatio11.'ln 

c. Structure of the AGDC and its Suhsidiarics 

The AGDC is currently the sole member of tv.·o subsidiary corporations : the AGDC 
Asset Holding Co. and the AGDC Gas Aggregat.or Co. 21 The AGDC Asset Holding Co. was 
gcnernlly formed for the purpose of holding assets on behalf of AGDC. The AGDC Asset 
Holding Co. shall also serve any other purpose or the Ad. as amended from time to time. and as 
directed by the AGDC. The AGDC Gas Aggregator Co. was formed for the purpose of 
collecting natural gas on behalf of the State from the North Slope and from other regions of the 
State, including the State's outer continental shelr. If utilized, the AGDC Gas Aggregator Co. 
will make natural gas available to markets in the State by delivering the natural gas (including 
propane nnd other hydrocarbons associated with natural gas other than oil) anywhere in the 
State. The AGDC Gas Aggregator Co. shall also serve any other purpose identified in the Act, 
as amended from time to time, and as directed by the AGDC. 

The AGDC may create additional subsidiaries to further its purpose. Currently, the 
AGDC anticipates creating additional subsidiaries to: (I) sell gas to customers within the State: 
(2) own AGDC project infrastructure; and (3) purdrnse natural gas prior to entry into the LNG 
Project. utilize the LNG Project pipeline as a customer, and sell the gas after it has been 
liquetied at the LNG Production Facility (the "Merchant Marketing Entity"). 

The AGDC's subsidiaries an~ created under general Stale corporate law and not by 
legislative enactment, as is the case with the AGDC. The subsidiaries have separate legal 
existences from the AGDC (with their own borrowing powers) and their debts and obligations 
arc 1101 !he ckbts and obligations of the AGDC. 

,,, S~s i\h1sk<1 Stal.§ 31 .25.0RO(a)( I )-(14) See E~hibit F . 

";;,_';.\'. 1-;xhillir H. r-::-hibit H also inc ludes the AGDC's Anicles of Incorporation. the i\(1DC's Bylaws. and a 
presentation by rhe A Ci DC to the Alaska House Resources Co111111ittec. 
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The AGDC is governed by a board of directors (the "Board") consisting of five (5) 
public members and two (2) individuals designated by the Governor of the State that are each 
the head of a principal department of the State (not including the Commissioner of Natural 
Resources and the Commissioner ofRevenue). 22 

The publi members of the Board are appointed by the Governor and are subject to 
confirmation by the State lcgis lature. 23 Public members serve staggered five-year tem1s and can 
be rc:rnovccl at any time by the Govcrnor.2'1 J3oard vacancies are subject to confirmation by the 
State legislature. 2

~ Public members are not required to be registered voters or residents of the 
State.26 

The Boflrd appoints an E ·ecutive Director who may not be a member of the Board anJ 
who will serve at the pleasure or the Board. 27 The Board may appoint a Program Director for 
the LNG Project who shall report to the Executive Director and serve at the pleasure of the 
Board .28 

The board of directors for the AGDC Asset Holding Co. and the AGDC Gas Aggregator 
Co . will currently consist of the same directors as those that serve on the Board. The boards of 
directors for the AGDC's subsidiaries may be appointed or removed in the discretion of the 
Board and they are not subject to the governor's appointment or removal. 

g. Financial Disclosure and Other Requirements 

The AGDC and its subsidiaries are required lo annually submit a proposed operating 
budget to the OfJice of Management and Budget or the State for inclusion in the Governor's 
annual operating hud gct. 29 The i\GDC must also comply with the unifonn accounting rules of 
the State for the expenditure of funds appropriat1:cd for its operating budget. 30 Under these rules, 

12 Alaska Stal.§ 3 I .25.020(a). See Exhibit E. 

'
3 2~~ Alnska Slat.§ 3 I .25 .020(b). Sc!;_ Exhihi t E. 

,. 1.9 ' 
!.< uL 

16& 

'
7 Alaska Stat § 31 .25 .045 . See Exhibit E. 

28 Alasku Stat. ~ J 1.25 .04 0. ~-~ ExJ1ibit E. 

, ,, Alaska Siat. §JI .25. 140(b). $..;;.c Exhibit E. 

;!I Ld, 
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In accounting for the AGDC's assets. the AGDC is required lo submit to the State 
legi s lature an annual report identifying its assets and whether the assets exceed an amount 
rcqui1·cd to fulfill the purpose of the AGDC.J 2 The annunl report must he audited by an 
independent auditor.3 

The /\G])C is rcquirctl to file an annual report (along with a financial statement. income 
statement, and balance sheet) that is available to the public ou tJ1e AGDC's wehsitc.3'1 

h. Facts Relating to the Projects and Revenues of the AGDC 

The assets of the Projects will be owned by the AGDC or one or more subsidiaries of the 
AGDC. The majority of the natmal gas that the Projects will transport and liquefy will be 
owned by or acquired from private entities. These private entities are oil and gas producers that 
have purchased lease rights from the State to develop natural gas located in the State (the 
"Producers" or "Producer" individually). 

i. Royalty Payments and Production Tax 

The State is entitled ton minimum royalty amount of l 2.5°/ci for the leasing rights 
gnmted to the Producers to develop natural gas located in the State. 15 However, there arc 
royalty reduction provisions that may result in a lower royalty rate.JG The Stale has the option 
of taking its royalty in kind or in valuc .37 If the State opts to receive its royally in kind. it will 
receive rights and litle to a portion of the natural gas owned by the Producers (i.e. it will receive 
·' royalty gas"). If the Stale opts to receive its royalty in value. it will receive a standard royalty 
rayrncnt. The Slate's selection to take its roynlty payments in kind or in value will happen prior 
lo the final investment decision on the Projects. If the State lakes royalty gas in kind, the State 
has the choice of taking rights lo the natural gas at the lease boundary or at the entry point into 

11 Al<lska Stat. ~ J 7 .05 . 170 . Si:~ Exhibit E. 
12 Alaska Srnt. § 3 I .15 . I 40(c)(3) . Sec Exhibit E . 

. •.i !Q. 

' ' Alaska Scat. 3 l .25.27U(b). ~ -q bltibit F. 

;< See Alask;i Stat. ~ 38.05 . 180( 013 ). Sec E.~hibit E. The royalty is generally "nor less lhan 12 .5 rcrcent in nmounl 
or value of the protluelinn n:nwvcd 1W sold fro111 the lease."' 

'
0 5,,;.<; Alaska Stat . ~ 38.05 .1 S0(j) (which prnvidcs for royalty reductions in ce1iai11 circ11mstanccs). .$.e_e Exhibit E. 

·" Royalties on oil and gas are rnl-;en in kind unles~ the commissioner o f the Dc:part111cnt ofNnlural Resources 
determines that the taking in value would be in the best interest of the State. $~ Alaska Stat.~ 38.05.182(a). 
$§_,; E\:hibit E . 
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the pipeline, once the natural gas is produced . If the State takes its royalty in value, the natural 
gas will be .transported and sold by each lease holder (i.e. each oil and gas producer who-uses-- _____ _ 
the pipeline as a customer), and then a value calculation would be applied to deduct the costs of 
transportation from the lease boundary to the point of sale. 

The State also levies a 13% production tax on the Producers who develop gas located in 
the State. If the State elects to take its royally in kind , the Producers have a choice of electing to 
pay their production tax in the form of gas. In that case, the production tax is 13% of each of 
the Producer's equity gas (after subtracting each Producer's royalty gas provided to the State 
from the Producer's total gas produced). Thus, an additional 13% of the gas would be owned 
by the State, with title transfer also occt1rring at the entry point into the pipeline. 

Whether royalty in kind or royalty in value is selected, taking the production tax into 
account, it is anticipated that the value of approximately 25% of the natural gas going through 
the Project will be owned by (or will directly benefit) the State. For thal portion of the gas 
effectively owned by the State, the AGDC will be the likely toiler on the Projects, taking title of 
the gas at the inlet and transferring the natural gas or LNG to in-state customers or LNG buyers 
at the outlets of the pipeline or the LNG Production Facility. 

ii. The Pipeline Project 

The consideration of and planning for the Pipeline Project was undertaken immediately 
after the original creation and funding of the AGDC as a public corporation by the State. The 
effort regarding the development of the Pipeline Project has been wholly funded by the State 
and no commercial commitments have been made to the Pipeline Project to dnte. TI1c AGDC 
contemplates the Pipeline Project as a viable back-up alternative to the larger LNG Project if 
commercial commitments cannot be secured for the LNG Project. 

The Pipeline Project is designed as a gas pipeline system that treats and transports utility 
grade nan1ral gas from the North Slope to an interconnect point with the local pipeline 
distribution system in the south-central region of the Stale (the most populated region of the 
State). The existing local pipeline distribution system in south-central region of the State 
supplies existing industrial customers, some of which have ha<l to reduce or shut down their 
activities due to the shortage of natural gas from the Cook Inlet. The Pipeline Project also 
expects to supply North Slope gas to the central portion of the State (near Fairbanks, Alaska) by 
way ora lateral pipeline localed along the pipeline route nf the Pipeline Project . 

The current design capacity of the Pipe line Project is 500 million stmidard cubic feet per 
day (MMsuf/d). which represents approximately twice the natural gas dem and in the State _Js 
The Pireline Project is designed ahove the Stak''s total natural gas demand in order t() capture 

::s rl1c! State's natura l gas demand includes residential. commercial , and small inciustrial customer (e .g. refinery) 
demand. 
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cost efficiencies from existi.ng industrial customers and lower the unit cost of natural gas to the 
State· s residents. 

The Pipeline Project has received right-of-way over State lands and the AGDC is 
completing the National Environmental Policy Act ("NEPA") process in order to obtain right­
of-way over federal lands and other federal permits. Acquisition of the federal right-of-way for 
the Pipeline Project is anticipated in early 2018. The combination of State and federal right-of­
ways represent approximately 82% of the pipeline route for the Pipeline Project. 

iii. The LNG Project 

The LNG Project began with a pre-Front End Engineering Design (pre-FEED) joint 
venture between the State and the following affiliates of producers who own natural gas 
interests located in the State: ExxonMobil Alaska LNG LLC ("ExxonMobil"), ConocoPhillips 
Alaska LNG Company ("ConocoPhillips"), and BP Alaska LNG LLC (''BP," and collectively , 
the "Original Produccrs"). 39 The parties intended that these producers would initially supply 
the natural gas that would be liquefi ed and exported out-of-State as part of the LNG Project. 
The joint venture funded a substantial pre-FEED and NEPA pre-filing effort for the LNG 
Project. At the end of 2016, the joint venture was tenninated due to unfavorable investment 
conditions under the project commercial structure contemplated by the venture. The AGDC 
remains the leading party to the NEPA pre-filing effort and the LNG Project. 

The LNG Project is much larger than lht: Pipeline Project. The current design capacity 
of the LNG Project is around 3 billion standard cubic feet per day (Bcf/d) and includes a LNG 
component. The LNG project faces economic challenges due to market conditions and the 
relatively large infrastructure investment that includes the construction of an 800-mile pipeline 
across the State and developing processing facilities for the removal of carbon dioxide and other 
impurities from the North Slope gas. Presently, the AGDC intends to develop a utility tolling 
model for the project where users/customers of the pipeline would be charged a toll for their use 
of the pipeline. Using a utility tolling strucnire is expected to lower the overall cost of supply 
from the LNG Project and therefore enable its construction. The customers may be the 
Producers, the State (for the portion of natural gas i1 owns via royalties and production taxes), or 
a subsidiary of the AGOC that will purchase the natural gas from the Producers or the State (i.e. 

' '
1 The l'rc1duct>rs, L'r tht>ir affilialts. ha11c .icqui1·cd i111~ r,~1, i11 tlic bas a11d oil fields in northern Alaska pursuant 

generally to le,1s<!s dating as far bad; a, 1969. Cienera lly. due lo the absence of a pipeline dedicuted to the 
movement ofnarural gas , very lirtle narnrnl gas has been produced f<x sale. Rather, such natural gas has 
genern lly been reinjected into the ground to enhanre the production of oil. 

TransCanada Alaska Midstn:am U' ("TAM LP") was ,m Lli·iginal party to the pre-FEED joint venture. l11 
November 2015 , TramCanaJa exi.:rnled a Purchase and Sales Agreement with the Smti.: for TAMLP's 
pannership interest in the pre-FEED juim venture . The State designated the AG DC to receive TAMLP's 
pannership interests. AGDC dissolvc:d T1\MLP which eliminat~cJ TAM LP as a pa11y to the pre-FEED joint 
venture . 
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the Merchant Marketing Entity) . To fond the LNG Project, the AGDC will seek long-term 
commitments from toilers to export the LNG. Sales of the LNG for export are expected to be at 
prices that will allow for su.llicient toiler commitments to finance the LNG Project. 

The AGDC will work with the Federal Bureau of Land Management and State 
Department of Natural Resources to acquire rights-of-way across State and federal land for the 
LNG Project. Approximately 673 miles of the LNG Project's 800 mile right-of-way share the 
same alignment as the Pipeline Project. The State and federal rights-of-way for the Pipeline 
Project may be amended for use by the LNG Project . This will result in a significantly reduced 
permitting effort and positive schedule impact. 

iv. Development of the Projects 

The entities that will utilize the Projects can be separated into two categories: (I) the 
Producers or "gas resource owners" and (2) the pipeline customers or "toilers." 

The AGDC will develop the Projects as the sole owner or as primary-owner ,rnd project 
sponsor with other third-party participants.40 The Producers will own at least 75% of the natural 
gas which is monetized through the Project. If the State opts to take its royalty payments in 
kind and production tax in kind, it will own the remaining gas which is monetized through the 
Project (approximately 25%) as a gas resource owner. 

The AGDC through its subsidiaries will seek toilers to utilize the pipeline. These tollers 
may be: (I) the Producers; (2) private buyers of natmal gas or LNG; (3) AGDC's Merchant 
Marketing Entity that will purchase gas from the producers and sell to third parties at the 
outlet(s) of the pipeline; and (4) an AGDC subsidiary created for in-State natural gas sales. 

The subsidiary tha t will own the Projects ' infra.structure will derive revenue for the 
Proj ccts from the services that it provides to the Producers or private buyers of natural gas or 
LNG- mainly, transportation through the pipeline, processing. liquefaction, and related services 
(including storage). The sales for services are currently contemplated to be pursuant to a tolling 
arrangement and will be a t ann 's length. If the AGDC pursues the Pipeline Project instead of 
the LNG Project, the sales of services will be approved by a regulator. 

As explained earlier, a Merchant Market ing Enti ty may be form ed in order to purchase 
n,Hura l gas fr ~)m the Producers or the Stak and se ll the gas to third parti es at the olllkt of the 
pipeline. l f such a suhsidi ary is fo nned, it w ill deri ve revenue from long-term tolling 
commitments fo r the Projects' processing, transportat ion. lique fac ti on. and re lated services, and 
sales of I.N G out of State . 

·"' $!;~ Footnote 1.5 
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Another subsidiary may be fonned in order Lo purchase natural gas from the Producers 
and utilize. the Projects under long,term contractual commitments. This-subsidiar.y..will-der:ive ­
revcnue from the sales of natural gas or LNG Lo in-State customers . 

The final mix of entities that will comprise the Projects ' tollers has not been determined . 
The AGDC will solicit long-term contractual commitments from the potential toilers in order to 
ensure adequate financing for the Projects. 

The AGDC is prohibited in its statutes from making any profits on the transportation and 
processing services that it provides for the gas owned by the State (i .e. the royalty gas or gas 
accepted in lieu of the production tax) , so any profit that it recovers from acting as a lranspo1ier 
for natural gas owned hy the State will go directl y to the State."11 

All of the AGDC's Projects' tolling revenue. sales of LNG, and sales of natural gas will 
be at prices that will allow for sufficient toiler commitments co finance the project. The Projects 
and the associated revenue. lo the extent owned by the AGDC and its subsidiaries, will be used 
to provide economic benefits and revenues to the Stale and its residents: In addition, the State 
and its residents will also significantly benefit from the monetization of the natural gas located 
in the State, production tax on private parties' monetization of natural gns as a result of the LNG 
Project, State corporate income tax generated by private parties monetizing natural gas, and the 
supply of natural gas and LNG to in-State customers. 

The AGDC has the authority to use money appropriated to it by the State legislatw·e and 
from the issuance of bonds to finance its share of the cost of the Projects.42 Currently, Lhe State 
legislature intends that no State debt will be used for the Projects. The AGDC will not have 
revenues to support a bond issue until the Projects are completed and operational The AGDC 
intends to finance the Projects using limited recourse project finance . 

i. Third Parties that may benefit from Transactions with the AGDC 

The parties that ma y hcncfi t from the activities of the AGDC include the current and 
future North Slope gas resource owners (i .e., rhc Producers), potential project investors, LNG 
buyers. Alaska utility customers, and Alaska industrial users . The degree to which each party 
may benefits is not certain al this time, as no commercial commitments have been made to any 
of the Projects. 

11 S_<;.<; ;\laska Stat.~; I .~5.005(5) See Exhibit E. 

1.: ;:,~~ Al;iska Stat.~~ J 1.25.100, 31.25. 11 0. 31.25.160. )C<; L,hibit F. See also Footn ote I). 
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The AGDC may not be terminated as long as it has bonds, notes, or other obligations 
outstanding.43 The AGDC may dissolve when no bonds, notes , or other obligations of the 
AGDC or its subsidiaries are outstanding and the AGDC or its subsidiaries are no longer 
engaged in the development, financing, construction or operation of the Projects. 44 Upon 
te rmination of the A G DC, its ri ghts and property pass to the State. 45 

B. RULING REQUESTED 

The AGDC requests a ruling that: 

The AGDC is a political subdivision of the State as defined by the Proposed 
Regulations, the income of which is exempt from federal income tax. 

C. ST A TEMENT OF LAW 

Under the doctrine of intergovernmental tax immunity, "income earned by a• • "' 
politi ca l subdivis ion of a state is generally not taxable in the absence of specific statutory 
authoriza tion for taxing such income:16 This doctrine ensures that the federa l government does 
not impose taxes that would unduly burden the state in the performance of its l'unctions.47 

For purposes of delem1ining whether an entity qualifies for tax exemption under the 
doctrine of intergovernmental immunity, as further discussed below, a "political subdivision" is 
defined under current law as ·'a ny di vision of any State or local governmental unit whi ch • • • 
has been de legated the right Lo exerci se part of the sovere ign power of the unit."48 In an e ffort 
to "clarify and further develop" this definition, the Service recently releac;ed the Proposed 
Regulations, as further discussed below, which address whether an entity qualifies as a political 
subdivision and which are intended to clarify current law by providing more detail and nuance. 

n Alaska Stat. § J 1.25.0 I 0 . See Ex hib il E. 

•• Id. 

'·'l!:L 
"' Sec Rev . Rul. 87-2. 1987- 1 C. 13 . 18 (ci ting Rev. Rul. 71-1 3 1, 197 1-1 C.13. 28) (~lillJ1as is mkl_g_t;!): ~ c al!iQ Rev. 
Ru l. 7 1- 132. 197 1-1 C.B. 29; Priv. Ltr. R11 I. 8820030 (Feb. 16.1 988). 

'
7 Sec Priv . Ur. Ru!. 8820030 (Feb. 16. I 988) (ci ting Rev. Ru!. 71 - I 3 1, I 97 1-1 C.B . 28: Rev. Ru l. 7 1- 132, 19 71 -1 

C. B. 29). 

•~ Sec I . I 03-1 (b). Inco m e Tax Kegs . 
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Current law states that the term "political subdivision" means "any division of ,my State 
or local governmental unit which is a municipal corporation or which has been delegated the 
righ1 to exercise part of the sovereign power of the unit."49 The three recognized sovereign 
powers urc the power to tax , the power of eminent domain, and the police power. 50 An entity 
need not possess all three sovereign powers and possession of only one or the powers is 
sufficient as long as such powers arc not insubstantial. 51 In determining whether an entity 
possesses suflicient sovereign powers, the critical inquiry is whether the entity possesses such 
sovereign power in its own right. 52 

Though current law and the authorities thereunder are primarily focused on whether an 
entity possesses a substantial amount of the sovereign power, an entity cannot qualify as a 
political subdivision, whether or not it is a municipal corporation or has the right to exercise 
sovereign powers, unless it also can firs! demonstrate thnt it is a division ora state or local 
government unit. 53 A division of a state or local government unit can include nn entity that is 
organized (by way of its establishing statute or statutes) as separate nnd apart from the state.5'

1 

Tbe relevant inquiry for whether an entity qualifies as a division of a state or local government 
unit is whether the entity is a public, rather than a privn1e cntity. 55 Several factors indicate that 
an entity is public including. but not limited to: (l) its public purpose and attributes; (2) 
whether its assets or income will inure to private interests; (3) the degree of control by a state or 
local government or government official; and (4) the degree of its control by an clectorate.~6 

''' s__~ sec . I. I 03-1 (b). Income Tax Regs. Note that there are different criterin relevant to the detem1ination of 
whether an entity is n poli1icnl subdivision for cc11ain other purposes, none of which are relevant here. For 
example , the dctinition of political subdivision under current law or the Proposed Regulations does not apply 
for purposes of Section 414(d) oftht: Code, relating to whether n retirement plan conslitutes a "governmental 
plan" for purposes of ~ud1 Cork section. 

10 See Con1111iss i~u.....SJJ.a mbcn!'s (-:stale, 1'14 F.2d 998 {2d Ci r. 1994), ~JJ . deni ed, 32J U.S. 792 (194.S). 

; i Sec Tex as l.eamiJJRTW C, roupySommiss ioner. 958 r.2d 122, 124 (5th Cir. 1992): see,JJ.t~ Rev. Rul. 77-164, 
1977-1 C.B. 20: Rev. Rul. 61-181 . 1961-2 C.B . 21 . 

',J Sec Kev . Rul . 78-138 , 178-1 C.8 . J l•I. 

;, _Si;e se~ . I . lli .l - l(b), Income Tax R<!gs. 

5
' i~.£._..;_.,g" Priv, I.tr. Rul . 201142016 (Oct. 2 1, 2011) (entity qualified as poli1ical suhdivision for fcdcrnl tax 

purpOsL·s t!VC II though ii w,t, organized by slalulc as a "body co1110rnle and politic, constituting n public 
co1·poraliun m1J govcrnmc111 instrumentality .. ): sec also sec. 30I .7701-1 (a)(J ), Income Tnx Regs. (an entity 
lhnt is sc para1c f"rom a stale "i s not always recognized as a scparnlc ~n1i1y for ft:dcral tax purposes ' ') . 

"Sy_t: l'ri v I.Ir . Rul. 9725038 (Jt111. 20 , I 997). 
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In a technical advice memorandum issued on August 23, 2013, the Internal Revenue 
Serv.ice (the "Service") further elaborated on what it believes constitutes a div.ision .. of.astate or 
local government unit under c..:urrent law. 57 In lhe memorandum. the Service stated that the 
clause .. division of a state or local govemment" must be read in the context of lhe purpose of 
section I 03, which is to provide suhsidized financing for State and local government purposes.58 

The Service went on to say that a governmental unit is an entity that is inherently accountable, 
directly or indirectly. to a general electorate. 59 It concluded by saying that a process that allows 
a private entity to determine how a bond subsidy should be used without appropriate 
government safeguards cannot alone satisfy section l 03. 60 

All the facts and circumstances must be taken into consideration in detem1ining whether 
an e□ tity is a political subdivision , including (I) the public purposes of the entity and (2) its 
control by government. 61 The courts and the Service have given the term "public purpose" a 
broad interpretation. For example, the tem1 includes traditional public purposes such as 
education and transportation, and less traditional purposes such as operating a utility, the 
conservation and preservation of natural resources, and community development.62 The tenn 
even includes the operation of liquor slores.63 Jn one private letter ruling the Service held that a 
development authority was serving a public purpose by "conserving, developing, and utilizing 
(a] Terriiory's water and energy resources so as to make those resources available to Territory 
residents. ''114 

Control by the government is another factor in determining whether an entity is a 
political subdivision.65 An entity that is organized and operated in a manner intended to 
perpetuate private control, and to avoid indefinitely , responsibility to a public electorate, cannot 

11 See Tech . Adv. Mem . 201334038 (Aug. 23, 2013). 

SH Id. 

5'1 w., 

'" _!..d., Though the Technical Advice Mcmornndum is focused on the definit ion of political subdivision for purposes 
of the Tax-Exempt Bond rule s, it has long heen clear that the Internal Revenue Service looks to the delinition of 
political subdivision in th e regulations pertaining to Tax-Exempt Bonds for other federal tax purposes. with some 
exceptions not relevant here. 

"' See Rev. Rul. 77 - 164. 1977 - 1 CB. 2ll. 

,, , Sec fvt iclL[.b'Jl!.LY.,_IJ.!)JJ!:s:1 SH!lf~, 40 1-.Jt.1 817 , 819-20 (6'" Cir. 1994) (for et.lucation); Sharnbcrg, 144 f7.2t.l at 999-
1002 ( for 1ranspo11ation); Priv . Ltr. Rul. 9122068 (Mar. 6 , 199l)(for operating a utility) ; Rev. Rul. 59 -3 73 , 1959-2 
C.B. 37 (for !he conservation of natural resources): Rev. Rul. 77-164, 1977-1 C.8 . 20 (for community 
development). 

''
1 ;,ec Rev. Rul. 71-IJl. 1971-1 C.13 . 28 ; Rev . Rul. 71 - 1.32, 197\ -1 C.B. 29. 

r,, Sc:c Priv . l.!r. Ru!. 20 I I 42016 (Oct. 21, 2011 ), 

,,;See Rev . Rul. 77-164. 1977- 1 C.B. 20. 
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be a political subdivision of a state.<'6 Rulings by the Service have pointed to two indicia of 
governmental control: (-1) whether the governing board of the entity is controlled by - . ----------· 
government and (2) whether the entity's revenue and assets inure to a public entity. 67 

Furthermore, public control via a governmental-appointed board indicates that an entity is a 
political subdivision.68 

2. Discussion of Proposed Regulations 

The Service released the Proposed Regulations to "clarify and further develop" whether 
an entity qualifies as a '·political subdivision.' '69 As discussed below, however, the Proposed 
Regulations appear to add new requirements not present or inherent in current law. 

The Proposed Regulations contain a three-pronged test to determine whether an entity is 
a political subdivision. 70 first, as under current law. the entity must have the ability to exercise 

h . I t· I . 71 a su stantrn amount o at east one sovereign power. 

Second, the entity must have been formed for and actually serve a ''governmental 
purpose" instead of a "public pmposc."72 A "governmental purpose" requires, among other 
things, that the purpose for which the entity was created, as set out in its enabling legislation, be 
a public purpose and that the entity actually serve that purpose. 73 It also requires that the entity 
operates in a manner that ~rovides a significant public benefit with no more than an incidental 
benefit to private persons. 4 The addition of the requirement that there be no more tJ1an an 
incidental benefit to private persons is entirely new (as compared to current law) and there is no 
straightforward guidance on its application. 

66 ;iee Rev. Rul. 83 - 131, 1983-2 C.B. 184 (corporations did not qualify as political subdivisions, partly becc1usc 
they were not controlled directly or indirectly by a state or local govc111111c11l, but rather by a hoard of directors 
independent of such fl11ihority) . 
61 Sec Rev . Rul. 83- 131. 1983-2 C.B . 184 (for whether the governing board is controlled by the government); Priv. 
L.tr. Rul. 8820030 (Feb. 16, 1988) (fo1· whether the entity's revenue and assets inure to a public entity). 
6

M See Shambern, 144 F.2d at 998. I 000; Commissioner v. White, 144 F.2d IO I 9, l 020 (2d Cir. l 944 ); Priv . Ltr . 
Rul. 8405007 (Ocl. 26, 1983 ): Priv . Ltr. Rul. 8809038 (Dec. 3. 1987): Priv. Ltr. Rul. 9327072 (Apr. 12. 1993 ). 

;.-., Sec Pr.:ambk. Proposcd lnconh: Tax Regs., 81 red. Reg. 8870 (Feb. 23, 2016). 

70 Se~ sec . I. I 03- l(c )( l ), Proposed f ncome Tax Regs ., 81 Fed. Reg. 8872 ( Feb. 23 . 20 I 6) 
71 §eesec . l.103-l(cl(2). Proposed lncomcTiix Regs .. 81 Fed. Reg. 8872 (Feb . 23, 2016). 
1

~ -~~--~ sec. 1 l03-l(c)(3). Propo~ed lnc;o1ne Tax Regs., 81 Fed. Reg. 8872 (Feb. 23, 2016). 
71 Sec sec . I 03 - 1 (c )(3 ), Propo,cd lnccllm: Tax Regs .. 81 Fed. Reg. 8873 (Feb . 23. 2016). 

,, uL 
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Third, the entity must be ··governmentally controlled" by a general purpose 
governmental unit or an established electorate (made up of a reasonable am0unt of persons). 75 

In order to be "governmentally controlled,'' a general purpose governmental unit or established 
electorate should have ongoing rights or powers to: ( 1) approve and remove a majority of the 
governing boru·d of the entity, (2) elect a majority of the governinf, body of the entity, or (3) 
approve or direct signi ficanr uses of funds or assets of the entity. 7 ' 

D. ANALYSIS 

The Proposed Regulations generally follow the requirements of current law for an entity 
to qua I ify as a political subdivision. That is, both current law and the Proposed Regulations 
require the entity to: ( l) be a division of a state or local government; (2) possess a substantial 
amount of the sovereign power; (3) serve a proper pub] ic purpose; and ( 4) be adequately 
controlled by the State. The Proposed Regulations, however, add an additional element to the 
public purpose requirement to the effect that the entity serve a governmental purpose by 
operating •' in a manner that rrovides a significant public benelit with no more than an incidental 
benefit to private persons."7 This element is entirely new and its scope and application is 
unclear. Because the current law and the Proposed Regulations generally follow the same 
framework with the exception that the Proposed Regulations require an additional element, we 
seek a ruling on whether the AGDC qualifies as a political subdivision under the Proposed 
Regulations. Furthermore, we seek clarification and focus our analysis on the new requirement 
that the entity operate with "no more than an incidental benefit to private persons." 

1. The AGDC qualifies as a division of a state or local government unit. 

The AGDC qualities as a division of a state or local government because it is closely 
related to the State. Even though the AGDC is organized by statute as a "government 
instrumental ily of the State" and "having a legal existence independent of and separate from the 
State," the AGDC may still qualify as a political subdivision if it is a public entity. Several 
factors indicate that the AGDC is a public entity. First, the AGDC's Board, and by extension its 
subsidiaries· boards. are either appointed or designated by U1e Governor of the State. Second, 

1
•· See sec. l.103-l(c)(4), Proposed Income Tax Regs ., 81 Fed. Reg. 8872 (Feb.23.2016). Governmental control 

requires the control to be by either a general purpose governmental unit or an established electorate. hut not 
an clcctorntc controlled by a small number of individuals. corporntions. or other private entities. For example , 
regarding th <: concept of nn "established electorate," the Proposed Regulati,111s indicate that control by three 
vo1e1·s is too srnnll to rnccl this requirement but tha1 control by 111or,~ 1han IO voters is s11fficient to satisfy th,· 
rules. Contrnl by a small faction of'privmc individuals, business corporations, trnsts, partnerships, or other 
person, is fundamentally not governmental contrtil. Herc, governmental contrul is ht:ld and nianifcstc:d by the 
Staie. a geno:ral purpost: governmental unit and the <.:oncepts related 10 an established ckdoratc an: not 
n:kvant. 

76 Scescc. I 103-l(c)(4l. Proposed Income Tax Regs .. 81 Fed . Reg,. 8873 (Feb . 23, 2016). 

n ;S~~ sec. I. I 03• I (c){3 ). Proposed l11co1nc Tnx Regs., 81 Fed. Reg. 8873 (Feb. 23, :!O 16). 
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all of the AGDC's net revenues inure to the benefit of the State and its residents and its 
operating budget is annually reviewed by the State legislature. -n1ird, the AGDCs assets will 
be distributed to the State if and upon its tcnnination. Finally, the AGDC serves a proper 
purpose (as described below in Part D.3.). For these reasons, there are proper governmental 
safeguards in place, as the Servic~' s August 23, 2013 technical advice memorandum requires 
and as is inherent in the requirements of the Proposed Regulations, for the AGDC to qualify as a 
division of a state or local governmental unit. 

2. The AGDC bas the ability to exercise a substantial amount of the sovereign power 
of eminent domain. 

The AGDC is authorized to exercise the power of eminent domain and declaration of 
taking to acquire land or an interest in land that is necessary for the Projects that is equal to and 
indistinguishable from the power of eminent domain held by the State. The AGDC does not 
need to seek the approval of U1e State or any other State government agency or instrumentality 
in exercising this power; such power is vested in the AGDC to the same extent that such powers 
exist in the State. Therefore, the AGDC possesses full and substantial eminent domain power. 78 

3. The AGDC was formed for and serves a proper public purpose and governmental 
purpose. 

a. The purpose for which the AGDC was created, as set out in its enabling 
legislation, is a public purpose and the AGDC actually serves that purpose. 

The AGDC was formed for and actually serves the public purpose of developing and 
transporting natural gas for the benefit of the people of the State, making the natural gas 
available to State residents at the lowest rates possible, and otherwise providing financial 
resources to the State for the benefit of all of its citizens. 

The courts and the Service have interpreted the term ·'public purpose" very broadly. For 
example, the tenn includes "conserving, developing, and uti .lizing [a] Territory's water and 
energy resources so as to make those resources available to Tcnitory residents. "79 The lenn 

also includes operating a utility, providing for the conservation and preservation of nat11ral 
d . ,. so resources. an opcrnttng a tquor store. 

The i\GDC's enabling legislation establishes the AGDC' as an independent public 
corporation of the State whose purpose, for the benefit of the State, is to advance the Projects to 

JH See Rev . Rul. 78-1.38. 178-1 C.B . .314 . 
70 See [>riv. Llr. Rul.201142016 (Oct. 21.2011 ). 

80 S,e.f Priv . Ltr. Rul. 2011420 I 6 (Oct. 2 I, 20 I I): Rev . Rul. 59-3 73. I 959-2 C.8. 3 7 ( for providing for the 
conservation of natural rcsourc;cs) ; Rev . Rul. 71 -131 , I 971 - 1 C.B. 28 (for operating a liquor store). 
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make natural gas, propane. and other hydrocarbons associated with natural gas (other than oil) 
available lo communities in Alaska al the lowest rates possible. ln doing so, the AGDC will 
develop transportation systems to deliver natural gas to much needed areas within the State and 
it wi II export LNG to raise revenue for the State and promote economic development in the 
State. 

This purpose fits within the Service ' s and the courts ' broad standard for public purpose 
because it is very similar to the Service-approved public purpose of "conserving, developing, 
and utili zin¥ • • • water and energy resources so as to make those resources available to • * • 
reside111s. "8 In addition to the purpose of addressing the critical need to make natural gas and 
other fuels available to communities within the State, the AGDC contemplates selling tolling 
services, natural gas, and liquefied natural gas to third parties, the revenue from which will flow 
directly to the State for the benefit of the people of the State. The AGDC's Projects will 
promote economic development in the State by creating jobs, additional tax and royalty 
revenues, and healthcare cost savings by allowing residents to use cleaner primary fuel. 82 

Therefore. the AGDC's authorizing legisl a1ion comports with the Service's prior rulings 
address ing the concept of public purpose and the AGDC actually serves a public purpose.83 

b. The AGDC operates in a manner that provides a significant public benefit 
with no more thnn an incidental benefit to private persons. 

The Proposed Regulations add the element that the entity must operate "in a manner that 
provides a significant public benefit with no more than an incidental benefit to private persons." 
The Proposed Regulations do not elaborate on what constitutes a "significant public benefit" or 
"incidental benefit,'' but the Proposed Regu lations cite to a revenue ruling, Rev. Rul. 90-74, 
1990-2 C.B. 34. that applies these tem1s to section 115 of the Code.84 Rev. Rul. 90~74 appears 
to be the first guidance by the Service lo apply the "incidental benefit" concept when analyzing 
entities as section 115 entities. Although the "incidental benefit" standard does not appear in 

SJ j_(J, 

H! ~~ Priv. L.tr. R.11I. 20 1 J080 IO (Feb . 22. 20 13) (an economic development corporation that conducted 
constrncti on, rchabil irntion, and redevelopment activities and which furthered the City's stated goal of 
incrc~s ing cmplnymcn1 opport11nitit?s. was used for a govemmenra l purpose and performed a governmenta l 
1·unction ). 

~• ~ & , M islu.g~Q.-'✓-,-~Jui tcd States. 40 F.J d 8 17, 819-20 (611
' Cir. 1994) ( for education): Sham berg. 144 F.2d at 

999- 1002 (fo r transportation): Pri v l,h· R11I. 9122068 (Mar. 6, 1991 ) (for operating cJ utility): Rev. Ru!. 59-
J73 , I 959-2 C. B. 37 (for the con~crvalion of natural reso urces): Rev . R ul . 77- I 64 . 1977-1 C.B. 20 (for 
co111111unitydevclop111cn1): Rev . Rul. 71-131. !971-1 C.ll 28: Rev . Rul. 71- 112, 1971-1 C.B . 29: Pri v. l.tr. 
Rul.201142016 (Oct. 2 1, 20 1 IJ . 

~• T hL' ·•11 0 more than an in cidental privale bcnclit" stand ard that is ,1pp li ed in Rev . Kul. 90-74. 1990-2 C.B . J4 is 
not conrnined in section I 15 0 1· the regulations promulgated thereunder . 
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section 115 itself, or in the regulations promulgated thereunder, it generally has been 
incorporated in section 115 jurisprudence since the release of Rev. Rut. 90-74. - -- -

Rev. Rul. 90-74 concerns a separate non-profit organization formed, operated, and 
funded by the governing bodies of certain counties of a State. The organization was created in 
order to pool the casualty risks of each county in lieu of purchasing casualty insurance. The 
Service held that the income of the organization was excludible under section 115 of the Code. 
The ruling fu11hcr held, without elaboration, that "similarly, the income of an organization 
formed, operated and funded" to cover public liability, workers' compensation, or employees' 
health obligations was also excludible under section 115 of the Code because the employees of 
the participating counties only received incidental benefits from the operations of the 
organization and no private interests participated in or benefitted from the organization. The 
ruling provided no additional analysis for this conclusion . The basis of detem1ining whether 
there are more than incidental benefits to private persons in other circumstances for purposes of 
section 115 remain unclear. 

Additional guidance on whether an organization serves a private interest "more than 
incidentally" exists in the context of 50 l (c)(3) organizations. For example, a General Counsel's 
Memorandum issued in 1987 discusses whether an entity qualifies for section 50l(c)(3) status.85 

The memorandum states, "[a] private benefit is considered incidental only if it is incidental in 
both a qualitative and a quantitative sense. In order to be incidental in a qualitative sense, the 
benefit must be a necessary concomitant of the activity which benefits the public at large, i.e., 
the activity can be accomplished only by benefiting certain private individuals.* * * To be 
incidental in a quantitative sense, the private benefit must not be substantial after considering 
the overall public benefit conferred by the activity."86 

Rulings and case law with respect to 50l(c)(3) entities generally analyze the private 
benefit concept in several ways: (I) whether the charitable entity serves a broad charitab.le 
class;87 (2) whether economic benefirs flow to persons outside the charitable class (e.g. medical 
practice plan cases);88 (3) whether there is private inurcmcnt:89 (4) whether there were direct 

HS Sc,: CJ.CM . 39,598 (Jan.23.1987). 

Rt· !Ji. 

.~, S~-~ sec . l .'i0 l (c)(3 J- l (d )(2)(iii), h . I , Income Tax Regs .: see als o Rev . Rul. 75-286. 197.5 -2 C.B . 210 (an 
organization whose puq.io~c wns to improve one <.;ity block that limited it s member~ to r~-sidcnts of tha1 block 

violated the privalt' benefit prohibition): 12..ill.;i~t; Rev . Rul. 68-1 ,1. 1968- 1 C.13. 2•-13 (R11 organization devoted to 
beau1ify ing an entire city qualified for 501(c)(3) sta111 s); ~cc a lso Priv. Ltr. Ru!. 201014068 (Apr. 9, 2010) 
(mohile home park was not a large enough ··co111111u11ity to constitute charitablr: class) , 

xx See ll J_I_. W. An\!s thes in Fo undutionJ..lli; . v. Conuniss ioncr~ 72 T.C. 681 ( 1979). Univcrs it v of Massachu~ t1es 
~•kdical School Groyp Practice v. Co mmissioner, 74 T.C. 1291) ( 1980), and Univ c-rs it y qf..Maryland 
Phvs ic ian:j_, P.A . v .. Commissioner, T.C. Mt.:mo . 1981-23. All of these cases involved "practice plans" where 
!he 1nediu1 I school collected fees from the docturs ' private prac1i..:c uf medicine and then paid 11 certain 
portion of those fees back to the doctors as compensation. Thb was done to provide higher compensation 

( f·ooll/O(e Ct1Jlfl ll lh.' d 0 111/ f.'\'{ paxr: J 
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financial benefits to private entities and individuals (e.g. hospital partnerships with doctors, 
back-office deals with crecii-l eotU1seling:.agencies, circular cash in down-payment assistance); 90 

and (5) whether there were indirect non-financial benefits lo private entities and individuals.91 

From these rulings and cases, it can be inferred that the private benefit concept balances the 
benefits to private entities against the benefits to the charitable class, but there is no guidance on 
how that balancing should be evaluated. 

In the context of deciding whether an organization formed under Section 501 (c)(3) of 
the Code was operated exclusively for an exempt purpose, the Service has ruled that an entity 
may serve a public purpose but nevertheless provide a more than incidental private benefit to a 
private individual because of the manner in which the entity operated. 92 The entity was fom1ed 
to manage and solicit funds for a research project that would demonstrate that marine 
transportation could be operated reliably and economically while free of fossil fuel. The 
companies that participated in the project were allowed to retain the patents and licenses that 
were developed from the research. One of the potential service providers for the entity wac; a 
for-profit company that shared the same board member as the entity. The Service mled that the 

lev<!ls to the teaching doctors at these medical schools . The Service argued that the "practice plans" 
constituted nothing more than an organization collecting fees for the doctors. Sec also Rev. Ru!. 76-206, 
I 976-1 C.B. 154 (foundation support ing classical programming on an individual radio station was not 
charitable because it gave excessive monetary support lo the station); Rev. Ru!. 76-152, 1976-1 C.B. 151 (art 
gallery displaying and selling the work ofa limited number of local artists was not charitable because the 
artists received 90% of the sales proceeds). 

••J Sec 8 .H. W. AncsthcsiA Foundation v, Commissioner, 72 T.C. 681. 684 n.3 ( 1979) (the prohibition against "the 
net earnings of an organization inuring to the benefit of private individuals" and the prohibition against 
"charitable organi:wtions being operated for the profit or private benefit of its owners or operators" appear to 
be "substantia lly identical."; sc.:e a lso Priv. Ltr. Rul. 201039034 (Oct. I, 2010) (organi7.alion that operated an 
airpo11 with mont::y loaned rrorn the founder's business at a higher-than-market interest rate violated the 
private benefit prohibition) . 

')(/ ~..!e C,.C.M. 39,862 (Nov. 22. 1991 ) (used private benefit analysis to disallow arrangements where hospitals 
would "spin off' certain outpatient services to a joint venture between the hospital nnd doctors which gnvc the 
doctors a direct economic swke in the "spun off" facility); sec nlsu Office of Chief Counsel Memorandum 
200431023 at 9 (July 30, 2004) (stating that most modern credit-counseling agencies violated the private 
benefit d,)Ctrine because the agencies' operations directly benefited the "back-office service providers" with 
whom the agencies had contractual arrangements to promote debt consolidation loans, credit repair services. 
huying clubs . downpayment assisrnn<.:e ,ind even dietary supplements): ~eJ_i!L~g Kev . Rul. 2006-27, 2006-21 
I.R.li . ')15 (l:ash d11,v11-rrny111i:n1 assistance grant ,,rganization formed to help rinor individuals purchase homes 
in which the seller would make a ·'donation'' to the organization. which in turn would trnnsfer this amount, 
less ftcs, to the low-i11,0111e buyer iis downpaymcnt assistance, co11stitutcd an impermissible private benefit to 
thc sellers and real estate brob:rs involved in the transactions) . 

''' Sec i\merican Ca nwill.£.n r\c~~,_!:;_pmmi~s ioncr. 92 T.C. 1 0:iJ ( I 989) (school that trained individ1mls to be 
political ca111p,1ig11 professionals where most ofth, school's grnduates worked for the Republicm1 Par1y or its 
related entitie~ violated the privutt: b.:nefit prohibition) . 

q_? Sec Pr iv. Ltr. Rul. :201 128030 tJul. l:5. 2011) . 
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purpose of preserving the natural environment was a proper purpose. But the Service held that 
----------------f'ven--t-lmugh the entity had sufficient conflicts of interest policies in-place; -it-neveFt!wless----- ----­

conducted an activity so distinct that it served to benefit the commercial operations of the other 
companies it contracted with, including the for-profit company that shared a board member with 
the entity. That is, the research activity that the entity conducted was too indetenninatc to 
provide distinct benefits to the entity's cbaritable class more so than the benefits it conferred to 
the companies the entity contracted with. Therefore, the entity provided a more than incidental 
private benefit to the businesses that participated. Although this ruling does not address the 
standards for determining whether an entity is a political subdivision, perhaps the ruling is 
nonetheless instructive because it reflects a context in which a private benefit may be found to 
be ''more than incidental." 

The AGDC is not conducting open-ended, indeterminate research where only a few 
interested parties participate and the activity undertaken may have limited application. Indeed, 
the AGDC will engage in activities that are to benefit the State and its residents and there is no 
private participation, except perhaps that which is incidental. No private parties have any 
meaningful input in the development or manner of development of the Projects. As described 
above in connection with the pre-FEED effort, the AGDC started a process that involved private 
interests but that process and those private interests are no longer participating. Since the 
Original Producers have a significant interest in the gas resource through long-held lease 
arrangements, a necessary incident to the success of the Projects will include mutual arm's 
length tolling or other arrangements (including potentially the purchase of the gas by an AGDC 
affiliate of the gas at the gas field) between the AGDC and the Original Producers. Any benefit 
realized to the Original Producers, however, is only incidental to the State's purposes of making 
the gas resources available to its citizens and to enhance State revenues. In addition, the AGDC 
is participating in a highly capital-intensive industry. A few !urge companies will participate in 
the development of the AGDC's Projects, but this is by necessity given the large start-up costs 
and transaction costs that exist in the development of oil and gas. In contrast to the entity 
described above where the Service found a more than incidental private benefit to companies it 
contracted with, the AGDC's Projects have clear economic consequences for the State that will 
confer real (and not ostensible) benefits for the State's residents. including access to cleaner 
energy and more jobs. 

Moreover. and importantly. the Service has indicated a deference to the sovereignty of 
political subdivisions in terms l1fa political subdivision's direct participation in business 
activity or matter. For example, the Service has concluded that the requirements of section 115 
of the Code <1re not applicabl e to a political subdivision's direct participation in a business.9.l 
That is, the conduct or participation in a business directly by a political subdivision is treated as 
analyzed differently than such conduct or participation by a separate entity owned or controlled 

,,, G.C.M . 14407. C.B . XIV-I_ 103 (1935) which has been superceded by Rev . Rul. 71-131. 1971-1 C.B. 28 and 
Rev . Rul. 71-13] , 1971-1 C.B. 29 (both of which make the same point). 
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by the political subdivision (such as a separate corporation) for which a higher burden is 
apprepriate-te de1em1ine-eensequences such as whether the income from such activity is exempt 
from federal tax. In other words, the approach of General Counsel's Memorandum 14407 is 
based on the notion that Congress did not intend to restrict or impact a State or political 
subdivision's direct participation in activities that the State or political subdivision concludes 
are in it and its citizens' best interest. 

"It is suggested that Congress, in not taxing the income of States, may well have been 
motivated by a desire not to limit the activities in which States might otherwise engage. The 
line between those revenue-producing activities of a State which are 'governmental' and those 
which are 'proprietary' is one which is in its nature difficult to draw** *."94 

Rev. Rul. 77-261 stated it this way: 

<;It was pointed out that it may be assumed that Congress did not desire in any way to 
restrict a State's participation in enterprises that might be useful in carrying out those projects 
desirable from the standpoint of the State government which, on a broad consideration of the 
question, may be the function of the sovereign to conduct."95 

Accordingly, in the context of a political subdivision and the requirements thereof, the 
concept of '·no more than an incidental benefit" must either (i) have no application or (ii) he 
applied in a manner that is substantially less stringent than its application in the context of 
section 115 entities. Otherwise, the sovereign detenninations of a State or political subdivision 
are at great risk of being compromised or undem1ined. Rather, Congress intended that states 
and political subdivisions be allowed to pa11icipate in enterprises that might be useful in 
carrying out projects that are desirable to them and which are '•within the ambit of a sovereign 
to properly conduct."96 

Here, the AGDC's powers include the provision of affordable natural gas for use by the 
citizens of the State. In order to effectuate this power, the AGDC will facilitate the 
development of natural gas located in the Stale, create jobs ru1d commerce within the State, and 
raise revenue to serve the general needs of the State, its municipalities, and its citizens . Upon 
termination of the AGDC, its rights and property shall pass to the State. Although private 
entities will or may derive a business benefit from the Projects, including by buying for resale 
natural gas that is in excess of the needs of communities in the State and that is liquefied for 

'>·1 See G.C.M. 14407 al 106. 

"' Rt.: v. Ru!. 77-261. 1977-2 C.8. 45 . 

yf, Se~ Rev . Rul. 77-26 I , 1977<~ C . B. 45: see aL-?..Q Priv . Llr. Ru!. 20 I 5280 IO (J u I. l 0.2015); Priv, Ltr, Rul. 
20 14420]7 (Oc1 I 7, 2014 1; Priv. I.tr. Rul. 20144 I O0J (Ocl. I 0. 2.014 ): Priv . Ur. Rnl. 201346006 (Nov 22 , 
201.1): Pril' . Llr Ru!. 200637 03 I (Sep . I :i, :2006). 
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transport, all such sales will be at arm's length.97 The benefit that these private entities will 
----::eefi,ve-wi~-l=t-,e-ne-a-i-ff-erent--to that which private entities derive when they participate in public 

works projects such as ports, hydroelectric dams, airports, etc. 98 Thus, for example, a city is no 
less of a political subdivision because it operates an airport in which private air carriers operate 
and derive a benefit. Indeed, it should be the case that, for example, a city-owned airport with a 
number of air carriers is no different as it respects political subdivision status as a city-owned 
airport with one air carrier. In either case, the city's purpose is to provide air transportation to 
its residents. 

Any benefit to private entities is only incidental to the State's objectives of providing 
affordable natural gas to communities within the State and enhancing revenues of the State for 
the benefit or its citizens. Moreover, private entities that the AGDC contracts with arc 
necessary, but incidental, to the success of the Projects in that the AGDC needs to develop 
arrangements such that the now stranded gas in the North Slope is available to be transported 
through the pipeline for the benefit of the State. 

Finally, since all of the revenues of the Projects will be used to benefit the State and its 
citizens, any benefits derived by private parties will be in furtherance of the State's goals of 
creating jobs and commerce within the State and raising revenue to serve the general needs of 
the State, its municipalities , and its citizens. That is, any benefits that private parties receive 
from 'the Projects will be secondary or "incidental" to the State's objectives. Therefore, the 
AGDC will meet the "public rurpose" and "governmental purpose" requirement under the 
Proposed Regulations. 

4. The AGDC is governmentally controlled by the State. 

The Proposed Regulations provide thut a political subdivision must be "governmentally 
controlled,'' defined as: ( 1) the ongoing rights or powers to direct signiticanl actions or the 
entity; and (2) generally vested in either a general purpose slate or local governmental unit or in 
an electorate established under an applicable state or local law or general application. 

In order to be " governmentally controlled" by a general purpose state or local 
governmental unit, the general purpose govemmental unit should have ongoing rights or powers 

'
17 ~~ Priv . I .tr. R11I.20150900 I (f'eb. 27.2015) (concl ud ing that reaso,rnble payrnem to pri va te entities as 

providers of goods and services was nor a privace henefii that W8S more than incidental) . 

''" See Rev. R11I. 80-339. 1980-2 C.H. 42 (political sL1buivi5ion issued bonds to construc t tc:rrni nals 81H.l related 
l;1c ilitit: s for seve r.ii com111c:rcial air lines): Rev . Rul. 74-207 , t97'1-I (pol itical subdivision iss ued bonds to 
co nstruct c111d opera te water pnll utio n control faci lities for use by an industrial coq)ornrion ); Rev . Rul . 77-233. 
1977-2 C.B. JO (po litical subdivis ion issued bonds to fi nance the construction ofa drydock to he leased to a 
mm-i:xernpt corporat ion ). 
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to: (1) approve and remove a majority of the governing board of the entity or (2) approve or 
- cti R?~l signi-ticant uses of funds -or-assets .of the entity. 99 

Here, all persons serving on the AGDC's Board are appointed by the Governor and 
confim1ed by the State legislature , 100 a "general purpose governmental unit" in the utmost sense, 
Furthem1ore, the Governor can remove the majority of the Board at his discretion. Therefore, 
the AGDC should meet the Proposed Regulations' requirement for governmental control that a 
general governmental unit be empowered to approve and remove a majority of the board of the 
entity. 

The AGDC also meets the requirement of the Proposed Regulations for governmental 
control that a general purpose government be empowered to approve or direct significant uses 
of the funds or assets of the entity because the AGDC and its subsidiaries are required to 
annually submit a proposed operating budget subject to approval by the State legislature and 
may expend funds only as approved and appropriated in such annual operating budget. As a 
result, the State legislature must approve all of the uses of the AGDC's funds or assets. 

Therefore, the AGDC is "governmentally controlled" as defined by the Proposed 
Regulations. 

E. CONCLUSION 

For the reasons set forth above, we respectfully request that the Service issue a letter 
ruling that the AGDC is a political subdivision of the State under the Proposed Regulations, the 
income of which is exempt from federal income tax. 

F. PROCEDURAL MATfERS 

l. Applicable District Office 

The district having audit jurisdiction over the AGDC is the Pacific Northwest District. 

2. Revenue Procedure 96-16 Statement 

a. Acknowledgement of a Request for a Nonreviewable Ruling. _See Exhibit l. 

99 Sec sec. I. I 03-1 (c)( 4 ), Proposed Income Tax Regs., 81 Fed. Reg. 8873 ( Feb. 23.2016). 

1
"" Except that the two State depamnent heads that are appointed by the Governor of the State need not be 

con filmed by the Stale legislature. 
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a. Current and Previouli Examinations, Litigation, and Administrative 
Matters. To the best of the knowledge of both the AGDC and the AGDC's representative, the 
same issue is not addressed in any return of the AGDC, a related taxpayer within the meaning of 
§ 267, or of a member of an affiliated gronp of which the AGDC is also a member within the 
meaning of§ 1504, or any predecessor that: 

(i) is currently under examination, before Appeals, or before a Federal court; 

(ii) was previously under examination, before Appeals, or before a Federal 
court; 

(iii) in qualified retirement plan matters, is being considered by the Pension 
Benefit Guaranty Corporation or the Department of Labor; or 

(iv) in health care matters, is being considered by the Department of Labor or 
the Department of Health and Human Services. 

b. Identical or Similar Issues. To the best of the knowledge of the AGDC and the 
AGDC's representatives : 

(i} the Service has not previously ruled on the same or a similar issue for the 
AGDC, a related taxpayer within the meaning of§ 267, or a member of an affiliated group of 
which the AGDC is also a member within the meaning of§ 1504, or a predecessor. 

(ii) the AGDC, a related taxpayer, a predecessor, or any of their representatives 
has not previously submitted a request (including an application for change in method of 
accounting) involving the same or a simi lar issue but no letter ruling or determination letter was 
issued; 

(iii) the AGDC, a related taxpayer, or a predecessor has not previously 
submitted a request (including an application for change in method of accounting) involving the 
same or a similar issue that is currently pending with the Service; 

(iv) at the same time as this request, the I\GDC or a related taxpayer is not 
presently submi tting another request {including an application for change in method of 
accounting) involving the same or a similar issue; or 

(v) the AGDC or a related taxpayer did not have or schedule, a pre-submission 
conterenc:e involving the same or a similar issue. 

c. Certainty of the Law. The law in connection with the request is relatively 
certain and has been adequately addressed by relevant authorities. 
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d. Contrary Authorities. Beyond the authorities discussed in this request, the 
•.•.. , ... .•... • ..• .• , .. c •..•.•.••..•..•..• •• AGDCand·.the-AGDC's representatives are not,,a,ware of'"authorities contrary to tht"posmens----- -

advocated herein. 

e. Pending Le~islation. The State is considering legislation that may affect the 
facts of this ruling request. 1 1 Spefically, the State legislti.lllre is considering offering individuals 
the opportunity to participate as a co-owner in the LNG Project. The pending legislation is 
attached to this letter ruling request as Exhibit G. 

f. Request for a Conference. Tbe AGDC respectfully requests a conference at the 
National Office to discuss the issues involved in this letter ruling request. 

g. .Facsimile Transmission. When a letter ruling is prepared, the AGDC requests 
that an advance copy of the letter ruling be sent by facsimile transmission to Travis C. Gibbs; 
the fax number is (866) 599-4729. We agree to waive any disclosure violations resulting from 
the facsimile transmission. 

4. Administrative 

a. User Fee. The required user fee of $28,300.00 is enclosed. However, the 
AGDC believes that a reduced user fee of $2,200 applies because the ruling request invo lves a 
tax issue from a domestic corporation with gross income of less than $250,000. See Rev. Proc. 
20 I 7-l, Appendix A, paragraphs (A)( 4)(a) and (B)(S)(b)( I), The AGDC's gross income, as 
defined under paragraph (B)(S) of Appendix A is less than $250,000 as reported on its last 
federal income tax return (as amended) filed for a full (12 months) taxable year ending before 
the date the request is filed. Therefore, the AGDC intends to request a refund of the excess user 
fee. 

b. Power of Attorney. An Internal Revenue Service Form 2848, Power of 
Attorney and Declaration of Representative, has been completed with respect to the AGDC and 
said form is enclosed as Exhibit B. 

w i See r-001note 15. S.13. 35. 30th Leg .. I sr Reg. Sess. (Ak . 20 I 7). ~ Exhibit G . 
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J f you have any questions or need further information in order for you to rule as 
requested, please contact Travis C. Gibbs at (415) 984-8336 or Praveen Ayyagari at (202) 585-
8025. 

Sincerely yours, 

~ /frt . 
Travis C. Gibbs, of Nixon Peabody LLP 



LETTER OF INTENT FOR TOLLING SERVICES 

ON ALASKA LNG 

This Letter of Intent (LOI) is made as of this __ day of _____ , 2017 (Effective Date) by and 
between: 

a) ______ [name) , a _______ [company type], whose address is 
_____ (CUSTOMER) ; and 

b) Alaska Gasline Development Corporation , an independent, public corporation of the State of 
Alaska , whose address is 3201 C Street, Suite 200, Anchorage AK 99503, U.S.A., either directly 
or through its designated affiliate (OWNER) . 

Background 

1. OWNER, on behalf of the State of Alaska , is developing an integrated liquefied natural gas (LNG) 
system (Alaska LNG) to enable the commercialization of Alaska's stranded North Slope gas 
resource base, including the 35 Tcf of developed North Slope natural gas resources. On April 17, 
2017, OWNER filed with the U.S. Federal Energy Regulatory Commission an application to 
construct and operate the Alaska LNG system pursuant to Section 3 of the Natural Gas Act at 
Docket Number CP17-178-000. 

2. OWNER and CUSTOMER desire to enter into negotiations for tolling services agreements 
(Definitive Agreements) including, as applicable , gas treatment, gas transportation and 
liquefaction services on Alaska LNG. 

3. OWNER currently estimates that tolling services will commence during 2023-2025. 

4. OWNER desires to offer CUSTOMER the opportunity, upon satisfaction of certain conditions, to 
become a foundation customer (Foundation Customer) , with unique rights in exchange for 
CUSTOMER'S early contractual commitment to Alaska LNG capacity rights . 

5. The parties desire to provide a framework for the negotiation of the Definitive Agreements. The 
terms outlined in this LOI are subject to the negotiation and execution of one or more Definitive 
Agreements between the parties. 

Framework for Negotiation 

Accordingly, the parties will proceed on the following basis: 

1. Term. This LOI becomes effective on the Effective Date and continues until the earliest of: 

a) the date on which one or more Definitive Agreements have been executed ; 

b) the date OWNER provides written notice of termination to CUSTOMER; 

c) the date CUSTOMER provides written notice of termination to OWNER; or 

d) May 31, 2018. 

The parties may extend this LOl 's term only by a written agreement signed by both parties. 

2. Negotiation Process. Each party intends to: 

a) conduct itself in a commercially reasonable manner to negotiate one or more of the Definitive 
Agreements contemplated in this LOI ; and 

b) commit sufficient resources to evaluate and negotiate one or more of the following Definitive 
Agreements: 

i) a Liquefaction Tolling Services Agreement for the liquefaction, storage and loading of 
LNG onto marine tankers (L TSA) ; 
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ii) a Pipeline Transportation Services Agreement for the transportation of treated natural gas 
from a gas treatment plant on the North Slope of Alaska (GTP) to a gas liquefaction plant 
at Nikiski , Alaska (PTSA) ; 

iii) a Gas Treatment Services Agreement for the treatment of gas at the GTP to meet gas 
quality standards for natural gas transmission and liquefaction (GTSA) ; 

iv) a Prudhoe Bay Transmission Line Agreement for the transportation of gas from the 
Prudhoe Bay Unit to the GTP (PBTLA); and 

v) a Point Thomson Transmission Line Agreement for the transportation of gas from the 
Point Thomson Unit to the GTP (PTTLA) . 

3. Foundation Customer Eligibility. CUSTOMER becomes a Foundation Customer eligible to 
receive the unique rights set forth in Paragraph 6 of Exhibit A only if all of the following conditions 
have been satisfied, and only with respect to Definitive Agreements that meet the conditions of 
Section 3(b) below: 

a) by August 31, 2017, CUSTOMER: 

i) executes this LOI , which includes the Tolling Services Term Sheet as Exhibit A; and 

ii) completes the Capacity Reservation Form attached as Exhibit B; and 

b) by May 31, 2018, CUSTOMER executes one or more of the Definitive Agreements regarding 
the liquefaction, transportation, or treatment of natural gas on the Alaska LNG system with : 

i) a minimum term of 20 years; and 

ii) a minimum capacity as set forth in Exhibit A. 

4. No Exclusivity. This LOI is not intended to, and does not, create any obligation on any party to 
negotiate exclusively with the other party for a Definitive Agreement or any other transactions or 
services contemplated in this LOI. 

5. No Obligation To Enter Into Definitive Agreements. 

5.1 No obligation. This LOI, including Exhibit A, does not impose, and is not to be construed 
as imposing, an obligation on either party to execute any agreements, including any 
Definitive Agreement. Neither party is or will be under any obligation (legal or otherwise) 
to continue discussions or to conclude any Definitive Agreement or any other transaction. 

5.2 No reliance. Each party: (a) is responsible for its own costs and expenses related to any 
negotiations or discussions; (b) has no liability to the other party for costs, expenses or 
other claims related to any negotiations or discussions; or (c) may not rely on any 
representations, discussions or negotiations of the other party and relies on its own 
independent analysis in making any decisions or taking any actions related to this LOI or 
any Definitive Agreement. Any draft, memoranda, correspondence, financial model, and 
other communications prepared or exchanged in the course of discussions regarding any 
Definitive Agreement is to be considered preliminary and has no legal effect, unless 
incorporated into a Definitive Agreement executed by the parties after this LOI. 

5.3 Waiver of claims. Each party waives all claims it might have against the other arising 
from or relating to: 
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a) any discussions or negotiations with a third party relating to a Definitive Agreement or 
any other transactions or services contemplated in this LOI; 

b) any failure to complete a Definitive Agreement under Section 3, including the giving of 
a written notice of termination or not agreeing to extend the Foundation Customer 
Negotiation Period under Section 1; 

c) any reliance whether justified or not on the provisions of this LOI; or 

d) any other discussions or negotiations (or lack of them) relating to this LOI or the 
transactions it contemplates. 



The parties have executed this LOI as of the Effective Date. 

OWNER CUSTOMER 

By: __________ _ 

Name: Name: 

Title: Title: 

Date: Date: 
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1. CUSTOMER 

2. OWNER 

3. Tolling 
Services and 
Tolling 
Facilities 

4. Foundation 
Customer 
Eligibility 

5. Foundation 
Customer 
MDQ 

EXHIBIT A 

TOLLING SERVICES TERM SHEET 

[Customer name.] 

The Alaska Gasline Development Corporation, a public corporation wholly 
owned by the State of Alaska , or an affiliate established for the purpose of 
developing Alaska LNG and providing associated tolling services to third parties 
("OWNER").1 

CUSTOMER intends to produce and supply, or buy from third parties under one 
or more long-term gas sales agreement(s), natural gas produced from wells 
located on the Alaska North Slope or elsewhere in Alaska, which gas will be 
delivered to OWNER and, depending on the location of the source of supply, (i) 
transported on transmission lines on the North Slope (the "Prudhoe Bay 
Transmission Line" and the "Point Thomson Transmission Line"); (ii) treated 
to remove certain impurities by a gas treatment plant on the North Slope (the 
"Gas Treatment Plant'); (iii) transported from the North Slope to SouthCentral 
Alaska by a natural gas pipeline (the "Gas Pipeline"); and (iv) delivered to be 
liquefied by a liquefied natural gas ("LNG") production facility and delivered as 
LNG to CUSTOMER at the LNG delivery flange near Nikiski , Alaska (the 
"Liquefaction Facility'') (collectively, the "Tolling Facilities"). OWNER shall 
provide to CUSTOMER tolling services through one or more of the Tolling 
Facilities (the "Tolling Services"), in accordance with CUSTOMER'S election as 
specified in each Definitive Agreement. The Parties shall enter into a separate 
Definitive Agreement for each Tolling Facility through which CUSTOMER elects 
to receive Tolling Service. 

CUSTOMER shall be a Foundation Customer, and eligible to receive the 
Foundation Customer Rights set forth in Paragraph 6 below, if it: 

(a) Agrees , for a minimum Term of 20 years, to the following minimum 
capacity commitments, unless otherwise approved by OWNER in 
its sole and reasonable discretion, as set forth in CUSTOMER'S 
Capacity Reservation Form: for liquefaction service, Gas Pipeline 
service, and GTP service a Maximum Daily Quantity ("MDQ") of 
250,000 MM Btu . The minimum capacity requirements do not 
include Gas used as FL&U and only apply to segments of the 
Alaska LNG system on which a Foundation Customer requires 
service; and; 

b) Executes, in a manner acceptable to OWNER, Definitive 
Agreements for Tolling Services by May 31, 2018. 

A Foundation Customer must indicate on the Capacity Reservation Form set 
forth at Exhibit B its requested quantity MDQ for each individual Tolling Facility 
on the Alaska LNG system, including the Prudhoe Bay Transmission Line and 
Point Thomson Transmission Line. 

1Defined terms used herein shall have the same meaning as defined terms used in the Letter of Intent. 
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6. Foundation 
Customer 
Rights 
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Foundation Customers shall have the following rights , in addition to the rights 
afforded to other customers, for capacity that meets the Foundation Customer 
eligibility requirements : 

o Favored Nations Pricing rights : OWNER shall offer to charge 
Foundation Customers a Tolling Fee no higher than the lowest Tolling 
Fee paid for comparable service by any other Customer. 

o Preferential rights to additional capacity in each Tolling Facility: In any 
Contract Year, OWNER may offer to provide Tolling Services for 
uncontracted capacity in any Tolling Facility ("Extra Capacity'). Such 
Extra Capacity shall be offered by OWNER first to in-state regulated 
utilities, then to Foundation Customers, and then to other customers, on 
a pro rata basis in proportion to each customer's MDQ in relation to total 
MDQ, and, if accepted by CUSTOMER, such Extra Capacity will be 
included in its contract quantity. 

Multiple contract extension rights , up to 50 years (inclusive of the 
Primary Term) : The primary term of the Definitive Agreements shall be 
20 years commencing on the commercial operations date for the project, 
which will be defined in the Definitive Agreements ("Primary Term") . A 
Foundation Customer shall have six (6) options to extend the term of the 
Definitive Agreements by an additional five (5) years each, provided that 
OWNER (i) is able, by reasonable efforts, to maintain in effect all 
regulatory permits and government approvals for such extension 
periods, and (ii) reasonably believes the Tolling Facilities are capable of 
safe and reliable operations during such extension periods. No later 
than thirty-six (36) months prior to the end of the Primary Term, 
CUSTOMER shall exercise (or decline) its option for the first extension 
period . No later than twenty-four (24) months prior to the end of each 
extension period, CUSTOMER shall exercise (or decline) its option for 
the next extension period. Except for the new term, all other terms and 
conditions of the Definitive Agreements shall apply during the extension 
periods. Notwithstanding the above, if OWNER receives a request for 
service that would commence after the Primary Term, OWNER shall 
have the ability to require CUSTOMER to exercise (or decline) its 
extension up to sixty (60) months prior to the expiration of the contract 
term (whether that be the Primary Term or an extension term). 

o A right of first refusal on CUSTOMER'S capacity rights after the 
expiration of the foregoing six extension terms . 

o A right of first negotiation on new capacity that can be created through 
expansions or significant debottlenecking investments in the Tolling 
Facilities, including but not limited to adding another liquefaction train . 

o Capacity Assignment rights : The right to assign permanently a portion 
of Foundation Customer's capacity rights to a third party, subject to the 
prior consent of OWNER, which consent shall not be unreasonably 
withheld . 

o Technical review: The right to participate in a periodic technical review 
of Alaska LNG's technical specifications, facility deliverability and 
construction schedule, provided that such review will not include 
approval rights . 

o A Foundation Customer shall not have any Foundation Customer Rights 
on capacity obtained outside this capacity solicitation as described in the 
capacity solicitation notice issued by OWNER on June 15, 2017. 



7. Tolling 
Charges and 
Fuel 

8. Other 
Provisions 
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CUSTOMER shall pay to OWNER a reservation fee for Tolling Services ("Tolling 
Fee" or "TFn ,"), derived by multiplying CUSTOMER'S MDQ for the applicable 
Tolling Facility by the following Fixed Price, which shall recover all costs incurred 
to provide Tolling Services : 

TFn = (85% of TF1 times (1 .01) n-1) plus (15% of TF1 times (1 +i) n-1) where TFn, 
expressed in US$/MMBtu/day, is the price of Tolling Capacity to be paid for year 
"n" of the contract (regardless of CUSTOMER'S level of actual capacity usage). 

"n" is any given year during the contract Term. For purposes of calculating the 
Tolling Fee, n=1 in 2018. 

TF1, expressed in US$/MMBtu/day, is the initial price of Tolling Capacity in 2018. 
The above formula will be used to adjust the Tolling Fee from 2018 to the first 
contract year. 

"i" is the change, expressed in percent, of the U.S. Consumer Price Index ("CPI") 
from Year n-1 to Yearn . 

85% of TF1 reflects the portion of the Tolling Fee for Contract Year n.1 that 
recovers all costs other than operating costs. 

15% of TF1 reflects the portion of the Tolling Fee for Contract Year n-1 that 
recovers operating costs other than FL&U (as defined below). 

CUSTOMER shall continue to pay the full Tolling Fee at all times, regardless of 
CUSTOMER's actual usage of Tolling Services. 

OWNER also shall be entitled to use as fuel (including lost and unaccounted for 
gas), at no cost to OWNER, a portion of the Gas delivered by CUSTOMER, as 
required to operate the Tolling Facility and provide Tolling Services to 
CUSTOMER ("FL&U"). OWNER, acting as a prudent operator, shall use 
reasonable efforts to minimize FL&U. 

The Definitive Agreements shall contain other terms and conditions common to 
tolling agreements, as applicable to the relevant Tolling Facility for which service 
is provided, including but not limited to: 

. 
• 

• 

• 

• 

• 
. 
• 

• 

• 

• 

• 

• 

• 

Conditions precedent 

Definition of Tolling Facilities and design capabilities 

ReceipUdelivery points 

Risk of loss 

Storage allocation and inventory sharing provisions 

Operations and coord ination agreement 

Scheduling 

Invoices and payment 

Quality specifications 

Off-spec Gas 

Force majeure 

Make-up rights and other remedies , if any, for failure to provide service 

Damages, including limitation of liability 

Liability and insurance regime 



9. Creditworthiness 
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• Applicable law/dispute resolution 

• Assignment rights 

• Testing and measurement standards 

• Tolling Facility construction progress reports 

• Representations and warranties to be made by CUSTOMER and OWNER 

• Limit on third party beneficiaries 

• Creditworthiness 

• Events of default and termination 

• Implementation procedures 

• FCPA and legal compliance 

Concurrent with the execution of Definitive Agreements, CUSTOMER shall 
demonstrate creditworthiness in a manner that materially contributes to 
OWNER's ability to obtain acceptable financing and facilitates project 
development, as determined by OWNER in its sole and reasonable discretion. 
In order to maintain its Foundation Customer status, CUSTOMER must also 
maintain creditworthiness throughout the term of the Definitive Agreements in a 
manner to be agreed by the Parties in the Definitive Agreements. 



EXHIBIT B 

CAPACITY RESERVATION FORM 

CUSTOMER shall indicate their firm capacity commitment for a (1) Point Thomson Transmission Line 
Agreement; (2) Prudhoe Bay Transmission Line Agreement ; (3) Gas Treatment Services Agreement ; 
(4) Pipeline Transportation Services Agreement ; or (5) Liquefaction Tolling Services Agreement. 

The MDQ amounts indicated below by CUSTOMER should exclude fuel (including lost and unaccounted 
for volumes) , which must be provided by CUSTOMER. Indicative fuel requirements are provided for 
ease of calculating requested MDQ for each service. 

The Indicative Tolling Fee may be adjusted upward or downward by OWNER by up to 1 O percent prior 
to execution of Definitive Agreements in response to changing cost estimates. 

Please contact OWNER to obtain the confidential Indicative Tolling Fees by emailing a request to: 

Nick Szymoniak 
nszymoniak@agdc.us 

1 
Point Thomson 
Transmission Line 

2 
Prudhoe Bay 
Transmission Line 

3 
Gas Treatment 
Plant 

4 Gas Pipeline 

5 
Liquefaction 
Facility 

Assumptions 

Royalty: 

In-kind 

In-value 
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2018 
Requested 

Indicative 
MDQ 

Tolling Fee 
(Quantity at 

Outlet) 

($/ MM Btu/day) (MM Btu/day) 

- 6 

z 

y 

X 

w 

V 

Tax 

Tax as Gas 

Production Tax 

Indicative Indicative Indicative 
Fuel & Fuel & Quantity at 

Losses Losses Inlet 

(% of MDQ) (MM Btu/day) (MM Btu/day) 

fl r Q_ 

C=B x D D=A+C 

0.00% 

0.00% 

5.17% 

1.54% 

7.20% 




