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immediately following comm encement o f commercial operations and only applied to 

production taxes that are levied on North Slope gas shipped through firm 

transportation capacity the person acquired during the first binding open season or 

shipped in the firm transportation capacity described in a voucher received by the gas 

producer under AS 43.90.330.

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

person, and the person's affiliates, successors, assigns, and agents, will not protest or 

appeal a filing by the licensee to roll in mainline expansion costs up to the level that 

the licensee is required to propose and support under AS 43.90 .130(7) if the Federal 

Energy Regulatory Com m ission does not have a rebuttable presumption in effect that 

rollcd-in treatment applies to the cost o f the expansion o f  the project. The agreement 

required under this subsection may not preclude the person, or the person's affiliates, 

successors, assigns, and agents, from protesting a filing lo roll in mainline expansion 

costs that the licensee is not required to propose and support under AS 43.90.130(7).

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

o f  gas under AS 43.55.

Sec. 43.90.330. Inducem ent vouchers, (a) A person that acquires firm 

transportation capacity in the first binding open season o f  the project, that does not 

hold an oil and gas lease on the North Slope, and that is not an affiliate o fa  person that 

holds an oil and gas lease on the North Slope, may apply to the com m issioners for a 

voucher under this section. A voucher issued by the com m issioners must describe the 

firm transportation capacity in the project to which the voucher is applicable.

(b) A voucher issued by the com m issioners under this section entitles the 

holder o f the voucher to the resource inducements in AS 43 .90 .310  and 43.90.320 for 

gas shipped in the firm transportation capacity acquired by the person applying for the 

voucher during the first binding open season of the project and described in the 

voucher. The voucher may be transferred to a gas producer that has a binding 

obligation to sell gas to the person transferring the voucher under a gas purchase 

agreement.

(e) A gas producer holding a voucher may claim  the resource inducements for 

gas shipped through the firm transportation capacity described in the voucher and only
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on gas that is produced and delivered to the purchaser on tiie North Slope. A gas 

producer may claim the resource inducements under this subsection until the earlier o f  

the termination o f the binding gas purchase agreement or the expiration o f  the 

inducements by operation o f  law.

(d) A person that receives a voucher under this section and a gas producer that 

receives resource inducements under a voucher shall agree that the person and the gas 

producer and their respective affiliates, successors, assigns, or agents will not protest 

or appeal a filing by the licensee to roll-in mainline expansion costs up to the level that 

the licensee is required to propose and support under AS 43.90.130(7) if  the Federal 

Energy Regulatory C om m ission docs not have a rebuttable presumption in effect that 

rolled-in treatment applies to the cost o f the expansion o f the project. The agreement 

required under this subsection may not preclude the person or gas producer or their 

respective affiliates, successors, assigns, or agents from protesting a filing to roll-in 

mainline expansion costs that the licensee is not required to propose and support under 

AS 43.90.130(7).

A rtic le  4. M iscellaneous Provisions.

Sec. 43 .90.400. A laska G asline Inducem ent Act m atching contribution  

fund; d isbursem ents; au d its, (a) There is established in the general fund an Alaska 

Gasline Inducement Act matching contribution fund. The fund consists o f money 

appropriated to it by the legislature for disbursement to pay the stale's matching 

contributions under AS 43 .90 .110 . Money appropriated to the fund may be spent for 

the purposes o f  the fund without further appropriation. Appropriations to the fund do 

not lapse under AS 37 .25 .010 . but remain in the fund for future disbursements. 

Nothing in this subsection creates a dedicated fund.

(I>) The Department o f  Revenue shall manage the fund, and may invest money 

in the fund so as to yield competitive market rates as provided in AS 37.10.071. 

Income earned on (he fund shall be accounted for separately and may he appropriated 

annually to the fund.

(c) The com m issioners shall adopt regulations that provide for application to 

receive matching contributions in the form o f  reimbursements for qualified 

expenditures as provided under AS 43.90.110, and that provide for periodic audits of
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the use o f  m oney disbursed as matching contributions under this chapter.

(d) Within 10 days after the convening o f  each regular session o f  the 

legislature, the comm issioners shall submit to the legislature a report that lists all the 

disbursements from the fund during the preceding fiscal year with a written 

justification for each disbursement and the projected amount o f money that will be 

required for contributions in each o f the next three fiscal years.

See. 43 .90.410. R egulations. The com m issioners may jointly adopt or amend 

regulations for the purpose o f implementing the provisions o f this chapter. The 

com m issioner o f  revenue and the com m issioner o f  natural resources may adopt or 

amend regulations adopted under authority outside o f this chapter as necessary to 

implement the provisions of this chapter.

See. 43 .90.420. Statute o f  lim itations. A person may not bring a judicial 

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

license issued under this chapter unless the action is comm enced in a court o f the state 

of competent jurisdiction within 90 days after the date that a license is issued.

See. 43 .90 .430 . Interest. When a payment due to the state under this chapter 

becomes delinquent, the payment bears interest al the rate applicable to a delinquent 

tax under AS 43.05.225.

See . 43 .90.440. L icensed project assurances, (a) Except as otherwise 

provided in this chapter, the state grants a licensee assurances that the licensee has 

exclusive enjoyment o f the inducements provided under this chapter before the 

comm encement o f  commercial operations. If, before the com m encem ent o f  

commercial operations, the state extends lo another person preferential royalty or tax 

treatment or grant o f state money for the purpose o f  facilitating the construction of a 

competing natural gas pipeline project in this state, and if the licensee is in compliance 

with ihe requirements o f the license and with the requirements o f stale and federal 

statutes and regulations relevant to the project, Ihe licensee is entitled to payment from 

the state o f  an amount equal to I'uec lim es the total amount o f  the expenditures 

inclined and paid by the licensee that are qualified expenditures for the purposes o f  

AS 43 .90 .1 1 0  (hat the licensee incurred in developing the licensee's project before the 

ilate that the state first extended preferential treatment to another person. The payment
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under this subsection is subject to appropriation. Upon payment by the state o f the 

amount ow ed under this section, the licensee shall, at no additional cost lo the state, 

assign lo the state or the state's designee all engineering designs, contracts, permits, 

and other data related to the project that were acquired by the licensee during the term 

of the license. The payment under this subsection is in full satisfaction o f  all claims

the licensee may bring in contract, tort, or other law related lo the events that gave rise

to the payment.

(b) The review, processing, or facilitation o f a permit, right-of-way, or 

authorization by a stale agency in connection with a competing natural gas pipeline 

project does not create an obligation on the part o f  the state under this section.

(c) In this section,

f l )  "competing natural gas pipeline project" means a project designed 

to accom m odate throughput o f more than 500,000,000 cubic feet a day o f North Slope 

gas to market;

(2) "preferential royalty or tax treatment" docs not include

(A) the state's exercise o f  its right to resolve disputes involving 

royalties and taxes; or

(B) the state's exercise o f its right lo m odify royalties as

authorized by law in effect on the effective date o f this section.

Sec. 43 .90.450. A ssignm ents, (a) A licensee may transfer all or part o f tiie 

license, including the rights and obligations arising under the license, if, after 

publishing notice o f the proposed transfer, providing notice to the presiding officer o f  

each house o f  the legislature, and providing a period o f  not less than 30 days for public 

review and comment,

(1) the transfer is approved in writing in advance by the 

com m issioners; and

(2) the transfer does not increase or diminish the obligations created by 

the license o r  diminish Ihe likelihood o f  success o f  the project o r the net present value 

of the license to the state.

(b) Notwithstanding the comm issioners' approval o f a transfer o f  all or part of 

a license under (a) o f this section, the transferor o f the license remains subject to the
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requirements o f  AS 43 .90 .220  regarding all state m oney received by the licensee 

before the effective date o f the transfer.

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

AS 43.90 .310  and the gas production tax exemption under AS 43.90.320 only in 

connection with a sale or merger that results in transfer o f  all the person's assets in the 

North Slope along with the person's firm transportation capacity contracts in the 

project.

(d) Except for the transfer o f a voucher to a producer under AS 43.90.330(b), 

a person receiving a voucher under AS 43.90.330 based on the person's acquisition o f  

firm transportation capacity in the first binding open season o f the project may transfer 

the voucher only if the transfer is in connection with the permanent assignment by the 

person o f 100 percent o f  the firm transportation capacity acquired in the first binding 

open season of the project.

Sec. <43.90.460. C on flictin g  law s. Nothing in this chapter shall be construed to 

repeal or abrogate the administrative, regulatory, or statutory procedures and functions 

o f state and federal law governing the development and oversight o f a  project.

Sec. 43.90.470. S tate  p ipeline em ploym ent d evelop m ent. The commissioner 

o f  labor and workforce development shall develop a job  training program that will 

provide training for Alaskans in gas pipeline project management, construction, 

operations, maintenance, and other gas pipeline-related positions.

A rticle 5. G eneral Provisions.

Sec. 43 .90.900. D efin itions. In this chapter, unless the context otherwise 

requires,

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

under common control with a person, and includes a division that operates as a 

functional unit;

(2) "Alaska Gasline Inducement Act coordinator" or "coordinator" 

means the person appointed under AS 43.90.250;

(3) "applicant" means a person or group o f persons that files an 

application for a license;

(■I) "certificate o f public convenience and necessity" and "certificate"
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mean a certificate o f public convenience and necessity issued by (lie Federal Energy 

Regulatory Com m ission or the Regulatory Com m ission o f  Alaska, and a certificate o f  

public convenience o f  necessity issued by the Federal Energy Regulatory Commission 

under 15 U.S.C. 719 et seq. (Alaska Natural Gas Transportation Act o f 1976) that is 

amended to com ply with the terms of the license;

(5) "commencement o f  commercial operations" means the first flow o f  

gas in the project that generates revenue to the owners;

(6) "commissioners" means the com m issioner o f revenue and the 

com m issioner o f natural resources, acting jointly;

(7) "control" means the possession o f  ownership interest or authority 

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

others, direct or cause the direction o f  the management or policies o f a company, and 

is rebuttably presumed if  the voting interest held is 10 percent or more;

(8) "equity holder" means the

(A) stockholders o f  a corporation;

(B) members o f a  limited liability company;

(C) partners o f a partnership;

(D ) joint venturers o f  a joint venture;

(E) members o f a governmental authority and similar persons;

or

(F) holders o f  any other entity or person;

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

production that conditions gas and removes nonhydroearbon substances from the gas 

for the purpose o f  rendering the gas acceptable for lender and acceptance into a gas 

pipeline system.

(10) "governing body" means a corporation's hoard o f directors, a 

limited liability company's managing members, a partnership's general partners, a joint 

venturer's joint venturers, a governmental authority's board or council members, and 

similar entities;

(11) "lease" means an oil and gas, or gas, lease issued by this state;

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

I (13) "license" means a license issued under this chapter;

| (14) "licensee" means the holder o f  a license issued under this chapter

I and all affiliates, successors, assigns, and agents o f  the holder;

(15) "net present value" means the discounted value o f a future stream

! of cash flow;

(16) "North Slope" means that part o f the state that lies north o f 68 

degrees North latitude;

(17) "open season" means Ihe process that com plies with 18 C.F.R. 

Part 157, Subpart 13 (Open Seasons for Alaska Natural Gas Transportation Projects) or

similar procedures for soliciting comm itm ents for pipeline capacity under the

regulations, policies, rules or precedent o f  the Regulatory Commission o f  Alaska;

(IS) "point of production" has the meaning given in AS 43.55.900;

(19) "project" means a natural gas pipeline project authorized under a 

license issued under this chapter;

(20) "proprietary," when used lo describe information, means that the 

information is treated by an applicant as confidential and the public disclosure o f  that 

information would adversely affect the com petitive position o f the applicant or 

materially diminish the commercial value o f  the information to the applicant;

(21) "recourse rates" means cost-based rates with a minimum and

maximum range that are approved by the Federal Energy Regulatory Com m ission, the

Regulatory Com m ission o f Alaska, or the National Energy Board o f Canada, as 

appropriate, and set out in the pipeline's tariff; "recourse rates" includes only those 

rales that the pipeline must make available to all shippers;

(22) "sanction" means to make financial commitments to go forward

with the project as evidenced by entering into financial commitments o f at least

SI.OUO.UOO.OOO with third parties;

(23) "trade secret" has the meaning given in AS 45.50.9*10;

(24) "under common control with" has Ihe meaning given "control" in

this section;

(25) "unit agreement" means an agreement executed by (lie working 
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interest owners and royalty owners creating the unit.

See. 43.90.990. Short title. This chapter may be cited as the A laska Gasline 

Inducement Act.

* Sec. 2. AS 36.30.850(b) is amended by adding a new paragraph to read:

(45) contracts for an arbitration panel to determine whether a project is 

uneconom ic under AS 43 .90.240, and contracts for the developm ent o f  application 

provisions for licensure and for the evaluation o f those applications under A S 43.90.

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

(b) The comm issioner may

(1) establish reasonable procedures and adopt reasonable regulations 

necessary lo carry out this chapter and, whenever necessary, issue directives or orders 

to the director to carry out specific functions and duties; regulations adopted by the 

com m issioner shall be adopted under A S 44.62 (Administrative Procedure Act); 

orders by the com m issioner classifying land, issued after January 3, 1959, are not 

required to be adopted under AS 44 .62  (Administrative Procedure Act);

(2) enter into agreements considered necessary to carry out the 

purposes o f  this chapter, including agreements with federal and state agencies;

(3) review any order or action o f the director;

(4) exercise the powers and do the acts necessary lo carry out the 

provisions and objectives o f this chapter; !

(5) notwithstanding the provisions o f any other section o f this chapter, 

grant an extension o f  the time within which payments due on any exploration license, 

lease, or sale o f state land, minerals, or materials may be made, including payment of 

rental and royalties, on a finding that com pliance with the requirements is or was 

prevented by reason of war, riots, or acts o f  God;

(6) classify tracts for agricultural uses;

(7) after consulting with Ihe Hoard of Agriculture and Conservation 

(AS 03 .09.010), waive, postpone, or o therwise modify the developm ent requirements 

o f  a contract for the sale o f  agricultural land if

(A) the land is inaccessible by road; or

(B) transportation, marketing, and developm ent costs render

- 3 1 -
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the required developm ent uneconomic;

(8) reconvey or relinquish land or an interest in land to the federal

government if

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

allotment under 43 U.S.C. 1617; and

(B) the reconveyance or relinquishment is

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

(ii) in the best interests o f the state;

(9) lead and coordinate all matters relating lo the slate's review and 

authorization of resource development projects;

(10) exerc ise  th e  p o w ers  a n d  do  the  ac ts  n e c e s sa ry  to c a r ry  o u t  the

WORK DRAFT WORK DRAFT 25-GS 1060VI'

prov is ions  an d  objec tives  o f  AS 43.90 th a t  re la te  to this c h a p t e r .

* Sec. 4. AS 39.25.110 is amended by adding a new paragraph to read:

(41) the Alaska Gasline Inducement Act coordinator appointed under

AS 43.90.250.

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

(a) Every person has a light to inspect a public record in the state, including 

public records in recorders' offices, except

(1) records o f  vital statistics and adoption proceedings, which shall be 

treated in the manner required by AS 18.50;

(2) records pertaining to juveniles unless disclosure is authorized by

law;

(3) medical and related public health records;

(4) records required to be kept confidential by a federal law or 

regulation or by state law;

(5) to the extent the records tire required to be kept confidential under 

20 U.S.C. 1232g and the regulations adopted under 20 U.S.C. I232g in order to secure 

or retain federal assistance;

(6) records or information compiled for law enforcem ent purposes, but 

only to the extent that the production o f the law enforcement records or information

(A) could reasonably be expected to interfere with enforcement

SSI! I04(l< IN) -32-
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proceedings;

(B) would deprive a person o f a right to a fair trial or a 

impartial adjudication;

(C) could reasonably be expected to constitute an unwarrantei 

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

(D) could reasonably be expected to d isclose the identity of i 

confidential source;

(E) would disclose confidential techniques and procedures fo: 

law enforcem ent investigations or prosecutions;

(F) would disclose guidelines for law enforcemcm

investigations or prosecutions if  the disclosure could reasonably be expected to 

risk circumvention o f the law; or

physical safety o f an individual;

(7) names, addresses, and other information identifying a person as a 

participant in the Alaska Higher Education Savings Trust under AS 14.40.802 or the 

advance college tuition savings program under AS 14.40.S03 - 14.40.817;

lead to the disclosure o f  a component in the process used to execute or adopt an 

electronic signature if  the disclosure would or might cause the electronic signature to 

cease being under the sole control of the person using it;

procedures for establishing, maintaining, or restoring security in the state, or to a

hut only to the extent that the production of the records or information

(A) could reasonably be expected to interfere with the 

implementation or enforcement of the security plan, program, or procedures;

(B) would disclose confidential guidelines for investigations or 

enforcement and the disclosure could reasonably be expected to risk

(G) could reasonably be expected to endanger the life or

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

(9) reports submitted under AS 05.25.030 concerning certain 

collisions, accidents, or other casualties involving boats;

(10) records or information pertaining to a plan, program, or

detailed description or evaluation o f systems, facilities, or infrastructure in the state,

-33-
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circum vention of the law; or

(C) could reasonably be expected to endanger the life or 

physical safety o f an individual or to present a real and substantial risk to the 

public health and welfare;

(11) the written notification regarding a proposed regulation provided 

under AS 24 .20 .105  to the Department o f Law and the affected state agency and 

com m unications between the Legislative Affairs A gency, the Department o f Law, and 

the affected state agency under AS 24.20.105^

(12) records that are

(A) proprietary, priv ileged , or  a trade secret in accordance  

with A S 43.90.150 or 43.90.220(e);

(B) applications that are received under AS 43.90 until 

notice is published under AS 43 .90 .160 .

* Sec. 6. The uncodificd law of the Slate o f  Alaska is amended by adding a new section to 

read:

FIRST REQUEST FOR APPLICATIONS FOR TH E LICENSE. It is the intent o f the 

legislature that the first request for applications for the license by the com m issioners under 

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

o f  this Act.

* Sec. 7. 'flic uncodificd law o f the State o f Alaska is am ended by adding a new section to 

read:

EXPEDITED CONSIDERATION OF CO URT CASES. Il is Ihe intent o f the 

legislature that the courts o f  the state, when considering a case related to the developm ent and 

construction o f  a natural gas pipeline under this Act or to the commitment o f a shipper to 

acquire firm transportation capacity during the first binding open season for a project 

developed under this A ct, expedite the resolution o f the case by giving the case priority over 

all other civil cases to the extent permitted under the Alaska Rules o f Court.

* See. 8. The uncodificd law o f Ihe State o f  Alaska is amended by adding a new section to 

read:

SEVERABILITY. Under A.S 01.10.030, if any provision o f  this Act, or the application 

o f  it to any person or circumstance, is held invalid, the remainder o f this Act and the
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1 application to other persons or circumstances arc not affected.

2 * See. 9. This Act takes effect immediately under AS 01.10.070(c).
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CS FO R SE N A T E  BIL L NO. 1()4(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - FIRST SESSION

BY THE SENATE FINANCE COMMITTEE

Offered:
Referred:

Sponsors): SENATE RULES COMMITTEE I5Y REQUEST OF TIIE GOVERNOR

A BILL

FO R  A N  A C T  E N TITL ED  

"An A ct relating  to (he A laska G asline Inducem ent Act; p rov id in g  inducem ents for the 

construction  o f a natural gas p ipeline and shippers that com m it to use that pipeline; 

estab lish ing  the A laska G asline Inducem ent Act m atching con trib u tion  fund; providing  

for an A laska G asline Inducem ent Act coordinator; m aking con form in g  am endm ents; 

and provid ing for an effective date."

6 II B E  IT  E N A C T E D  BY T H E  L E G ISL A T U R E  O F TH E S T A T E  O F A L A SK A :

7 || !,! Section  I. AS 43  is amended by adding a new chapter to read:

8 || C hapter 90. A laska G asline Inducem ent A ct.

9 II A rticle I. Inducem ent to C onstruction o f a  Natural G as P ipeline in this S late.

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

11 || expedited construction o fa  natural gas pipeline that

12 || (I) facilitates commercialization o f  North Slope gas resources in the

13 II state;

- 1-
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(2) promotes exploration and developm ent o f oil and gas resources on 

the North Slope in the state;

(3) m axim izes benefits to the people o f  the slate from the development 

of oil and gas resources in the state; and

(4) encourages oil and gas lessees and other persons to commit lo ship 

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

in this stale or elsewhere.

A rtic le  2. A laska G asline Indu cem en t A ct L icense.

Sec. 43 .90 .100 . G as project, (a) The com m issioners may award an Alaska 

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

license under this chapter is entitled to the inducement set out in AS 43.90.110.

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

independently from this chapter.

Sec. 43 .90 .110 . N atural gas p ipeline project construction  inducem ent, (a) 

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

licensee or its designated affiliate lo receive

(1) subject lo appropriation, stale matching contributions in a total 

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

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

extended by the com m issioners under an amendment or modification of the project 

plan under AS 43 .90.210; a payment under this paragraph shall be made according lo 

the following:

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

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

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

percent o f the qualified expenditures incurred before the close o f the first 

binding open season;

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

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

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

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

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

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

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

amended certificate of public convenience and necessity from the Federal 

Energy Regulatory Commission or the Regulatory Commission o f  Alaska, as 

appropriate, or satisfying a requirement of an agency with jurisdiction over the 

project; in this subparagraph, "qualified expenditures" does not include 

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

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

penalties or fines; and

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

has the authority prescribed in AS 43.90.250.

(b) The commissioner of revenue in consultation with the commissioner of 

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

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

Sec. 43.90.120. Request fo r  app lica tions  for the license, (a) The 

commissioners shall commence a public process lo request applications for a license 

under this chapter as soon as practicable after the effective date of this chapter.

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

developing the request for applications and in evaluating applications received under 

this chapter.

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

this chapter.

Sec. 43.90.130. Application requ irem en ts .  An application for a license must 

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

must

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

request for applications;

(2) provide a thorough description of a proposed natural gas pipeline 

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

-3-
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may include multiple design proposals, including different design proposals for pipe 

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

include

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

not be the • oulc described in AS 38.35.017(b);

(B) the location of receipt and delivery points and the size and 

design capacity of the proposed natural gas pipeline at the proposed receipt and 

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

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

(C) an analysis of the project's economic and technical 

viability, including a description of all pipeline access and tariff terms the 

applicant plans lo offer;

(D) an economically and technically viable work plan, timeline, 

and associated budget for developing and performing the proposed project, 

including field work, environmental studies, design, and engineering, 

implementing practices for controlling carbon emissions from natural gas 

systems as established by the United States Environmental Protection Agency, 

and complying with all applicable slate, federal, and international regulatory 

requirements that affect the proposed project; the applicant shall address the 

following:

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

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

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

the transportation services to be provided and a description of rate- 

making methodologies Ihe applicant will propose to the regulatory 

agencies, and an estimate of rales and charges for all services;

(ii) if the proposed project involves marine 

transportation of liquefied natural gas, a description of Ihe marine 

transportation services to be provided and a description of proposed 

rale-making methodologies; an estimate of rates and charges for all 

services by third parties; a detailed description of all proposed access

CSSIt KM(KIN) •4*
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and tariff terms for liquefaction services or, if third parties would 

perform liquefaction services, identification o f  the third parlies and the 

terms applicable to the liquefaction services; a complete description of 

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

control, and cost of liquefied natural gas tankers, the management of 

shipping services, liquefied natural gas export, destination, rc- 

gasification facilities, and pipeline facilities needed for transport to 

market destinations, and the entity or entities that would be required to 

obtain necessary export permits and licenses or a certificate or amended 

certificate of public convenience and necessity from the Federal Energy
v

Regulatory Commission for the transportation of liquefied natural gas 

in interstate commerce if United States markets are proposed; and all 

rights-of-way or authorizations required from a foreign country;

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

(A) conclude, by a date certain that is not later than 36 months

the requirements o f  IS C.F.R. Part 157, Subpart 13 (Open Seasons for Alaska

(13 ) apply for Federal Energy Regulatory Commission approval

to use the pre-filing procedures set out in IS C.F.R. 157.21 by a date certain, 

and use those procedures before filing an application for a certificate or 

amended certificate of public convenience and necessity, except where the

issued under 15 U.S.C. 719 cl set], (Alaska Natural Gas Transportation Act of 

1976); and

(C) apply for a Federal Energy Regulatory Commission

certificate or amended certificate of public convenience and necessity to 

authorize the construction and operation ol the proposed project described in 

this section by a date certain;

(-1) il the proposed project is within the jurisdiction o f  the Regulatory

Federal Energy Regulatory Commission, the applicant will

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

Natural Gas Transportation Projects) and 18 C.F.R. 157.30- 157.39;

procedures are not required as a result of sec. 5 ol the President's Decision
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Commission of Alaska, commit to

(A) conclude, by a date certain that is not later than 36 months 

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

the requirements of AS 42.06; and

(B) apply for a certificate or amended certificate of public 

convenience and necessity to authorize the construction and operation of the 

proposed project by a date certain;

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

assess the market demand for additional pipeline capacity at least every two years 

through public nonbinding solicitations or similar means;

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

increments and on commercially reasonable terms that encourage exploration and 

development of gas resources in this state; in this paragraph,

(A) "commercially reasonable terms" means that, subject to the 

provisions of (7) of this section, revenue from transportation contracts covers 

the cost of the expansion, including increased fuel costs and a reasonable 

return on capital as authorized hy the Federal Fnergy Regulatory Commission 

or the Regulatory Commission of Alaska, as applicable, and there is no 

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

facilities;

(li) "reasonable engineering increments" means the amount of 

additional capacity that could be added by compression or a pipe addition 

using a compressor size or pipe size, as applicable, that is substantially similar 

1 compressor size and pipe size;

(7) commit that the applicant

(A) will propose and support the recovery of mainline capacity 

expansion costs, including fuel costs, from all mainline system users through 

rollcd-in rates as provided in (B) and ( ( ’) o f  this paragraph or through a 

combination o f  incremental and rollcd-in rates as provided in (I)) of this 

paragraph;

(B) will propose and support the recovery of mainline capacity 

SSIt ltM(I-IN) -ft-
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expansion costs, including fuel costs, from all mainline system users through 

rolled-in rates; an applicant is obligated under this subparagraph only if the 

rollcd-in rates would increase the rates

(i) not described in (ii) of this subparagraph by not more 

than 15 percent above the initial maximum recourse rates for capacity 

acquired before commercial operations commence; in this sub­

subparagraph, "initial maximum recourse rates" means the highest cost- 

based rates for any specific transportation service set by the Federal 

linergy Regulatory Commission, the Regulatory Commission of 

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

the pipeline commences commercial operations;

(ii) by not more than 15 percent above the negotiated 

rale for pipeline capacity on the dale of commencement of commercial 

operations where the holder of the capacity is not an affiliate of the 

owner o f  the pipeline project; for the purposes of this sub­

subparagraph, "negotiated rate" means the rate in a transportation 

service agreement that provides for a rate that varies from the otherwise 

applicable cost-based rate, or recourse rate, set out in a gas pipeline's 

tariff approved by the Federal Energy Regulatory Commission, the 

Regulatory Commission of Alaska, or the National Energy Board of 

Canada, as appropriate; or

(iii) for capacity acquired in an expansion after 

commercial operations commence, to a level that is not more than 115 

percent of the volume-weighted average of all rates collected by the 

project ownei lor pipeline capacity on the date commercial operations 

commence;

(C) will, if recovery of mainline capacity expansion costs, 

including fuel costs, through rolled-in rale treatment would increase the rates 

for capacity described in (B) of this paragraph, propose and support the partial 

roll-in of mainline expansion costs, including fuel costs, to the extent that rates 

acquired before commercial operations commence do not exceed the levels

-7-
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described in (13) of this paragraph;

(D) may, for the recovery of mainline capacity expansion costs, 

including fuel costs, that, under rollcd-in rate treatment, would result in rates 

that exceed the level in (B) of this paragraph, propose and support the recovery 

of those costs through any combination of incremental and rolled-in rates;

(E) will not enter into a negotiated rate agreement that would 

preclude the applicant from collecting from any shipper, including a shipper 

with a negotiated rate agreement, the rolled-in rates that are required to be 

proposed and supported by the applicant under (B) o f  this paragraph or the. 

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

applicant under (C) of this paragraph;

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

treatment plant, regardless o f  whether that plant is part of the applicant's proposal, and, 

to the extent that the plant will be owned entirely or in part by the applicant, commit to 

seek certificate authority from the Federal Energy Regulatory Commission if the 

proposed project is engaged in interstate commerce, or from the Regulatory 

Commission of Alaska if the project is not engaged in interstate commerce; for a 

North Slope gas treatment plant that will be owned entirely or in part by the applicant, 

for rate-making purposes, commit to value previously used assets that arc part of the 

gas treatment plant at net book value; describe the gas treatment plant, including its 

design, engineering, construction, ownership, and plan of operation; the identity of any 

third party that will participate in the ownership or operation o f  the gas treatment 

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

costs o f  ihe facility on the tariff;

(9) propose a percentage and total dollar amount for the state's 
matching contribution under AS 43.90.110(a)(1)(A) ;,,u* (H) ,u specified in the 
license;

( I I I )  commit to propose and support rates for the proposed project and 

for any North Slope gas treatment plant that the applicant may own, in whole or in 

part, that are based on a capital structure for rate-making that consists ol not less than 

70 percent debt;
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( 1 1) describe the means for preventing and managing overruns in costs 

of (lie proposed project, and the measures for minimizing the effects on tariffs from 

any overruns;

(12) commit to provide a minimum of five delivery points of natural 

gas in this stale;

(13) commit to

(A) offer firm transportation service to delivery points in this 

state as part of the tariff regardless of whether any shippers bid successfully in 

a binding open season for firm transportation service to delivery points in this 

state, and commit to offer distance-sensitive rates to delivery points in this 

slate consistent with IS C.F.R. 157.34(c)(8); and

(B) offer distance-sensitive rates to delivery points in the state 

consistent with IS C.F.R. 157.34(c)(8);

(14) commit to establish a local headquarters in this slate for the 

proposed project;

(15) to the extent permitted by law, commit lo

(A) hire qualified residents from throughout the stale for 

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

positions on the proposed project;

(B) contract with businesses located in the stale;

(C) establish hiring facilities or use existing hiring facilities in

the state; and

(D) use, as far as is practicable, tiie job center., and associated 

services operated by the Department o f  Labor and Workforce Development 

and an Internet-based labor exchange system operated by Ihe state;

(16) waive the right to appeal the rejection of the application as 

incomplete, the issuance o f a  license to another applicant, or the determination under 

AS 43 .90 .180(b) that no application merits the issuance of a license;

(17) commit to negotiate, before construction, a project labor 

agreement; in this paragraph, "project labor agreement" means a comprehensive 

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

-9-
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labor representatives to ensure expedited construction with labor stability for the 

project by qualified residents of the state;

(IS) commit that the state matching contribution received by a licensee 

may not be included in the applicant's rate base, and shall be used as a credit against 

licensee's cost o f service;

(19) provide a detailed description of the applicant, all entities 

participating with the applicant in the application and the project proposed by the 

applicant, and persons the applicant intends to involve in the construct-on and 

operation of the proposed project; the description must include the nature of the 

affiliation for each person, the commitments by the person to the applicant, and other 

information relevant to the commissioners' evaluation of the readiness and ability of 

the applicant to complete the project presented in the application;

(20) demonstrate the readiness, financial resources, and technical 

ability to perform the activities specified in the application by describing the 

applicant's history of compliance with safety, health, and environmental requirements, 

the ability to follow a detailed work plan and timeline, and the ability to operate within 

an associated budget.

Sec. 43.90.140. In itial application  review; add itional in form ation  requests; 

com plete applications, (a) After the deadline established by the commissioners for 

filing an application has passed, the commissioners shall open and review each 

application to determine whether it is consistent with the terms o f  the request for 

applications and meets the requirements of AS 43.90.130. 'fhe commissioners shall 

reject as incomplete an application that does not meet Ihe requirements of 

AS 43.90.130.

(b) To evaluate whether an application should be rejected under (a) of this 

section, the commissioners may request additional information relating to the 

application.

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

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

additional information that is not responsive, the application shall be rejected.

(d) For an application not rejected under this section, the commissioners shall

WORK D RA FT WORK DRAFT 25-GS 1060VN
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make a determination that the application, including any requested additional 

information, is complete.

(c) Except as provided under AS 43.90.150, and after determining which 

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

the legislature.

Sec. 43.90.150. P roprie ta ry  in form ation  and  t ra d e  secrets, (a) At the 

request of the applicant, information submitted under this chapter that the applicant 

identifies and demonstrates is proprietary or is a trade secret is confidential and not 

subject to public disclosure under AS 40.25. After a license is awarded, all 

information submitted by the licensee, retained under this chapter, and not determined 

by Ihe commissioners to be a proprietary or trade secret, shall be made public.

(b) If the commissioners determine that the information submitted by Ihe 

applicant is not proprietary or is not a trade secret, the commissioners shall notify the 

applicant and return the information aL the request of the applicant.

Sec. 43.90.160. Notice, review, and  com m ent,  (a) The commissioners shall 

publish notice and provide a 60-dav period for public review and comment on all 

applications determined complete under AS 43.90.140. Except as provided under 

AS 43.90.150, all applications filed under this chapter shall be mac.c public, including 

applications rejected as incomplete under AS 43.90.140.

(b) Applications received under this chapter arc not subject lo public 

disclosure under AS 40.25 until the commissioners publish notice under this section. 

However, information that the commissioners have determined is proprietary or a 

trade secret under AS 43.90.150 may not be made public even after the notice is | 

published under (a) of this section, except as otherwise provided in AS 43.90.150. If 

information is proprietary or a trade secret and is held confidential under 

AS 43.90.150, the applicant shall provide a summary of the confidential information 

that is satisfactory to the commissioners, and the commissioners shall make the 

summary of the information available to the public.

(c) Alter the commissioners determine that an application is complete under 

AS 43.90,140, information provided by an applicant to the commissioners under this 

chapter, including information determined by the commissioners lo be confidential
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under AS 43.90.150, shall be disclosed to the legislative auditor, the fiscal analyst who 

serves as head o f  the legislative finance division, members of the legislature, and their 

respective agents and contractors, on request and alter the individual making the 

request signs a confidentiality agreement prepared by the commissioners.

Sec. 43.90.170. Application evaluation an d  ranking, (a) The commissioners 

shall evaluate all applications determined to be complete under AS 43.90.140, 

consider public comments received under AS 43.90.160(a), and rank each application 

according lo the net present value of the anticipated cash flow to the state from the 

applicant's project proposal using the factors in (b) of this section and weighted by the 

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

listed in (c) of this section.

(b) When evaluating the net present value o f  anticipated cash flow to the stale 

from the applicant's project proposal, the commissioners shall use an undiscountcd 

value and, at a minimum, discount rates of two, five, and eight percent, and consider

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

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

(2) the net back value o f  the gas determined by the destination market 

value of the gas and estimated transport •"'lion and treatment costs;

(3) the ability of the applicant to prevent or iu iuce  project cost 

overruns that would increase the tariff;

(4) the initial design capacity ol' the applicant's project and the extent 

to which the design can accommodate low-cost expansion;

(5) the amount of the matching contribution by the slate under 

AS 43 .90 .110(a)(1)(A) and (13) proposed by the applicant under AS 43.90.130(9); and

(6) other factors found by the commissioners to lie relevant to the 

evaluation o f  the net present value of the anticipated cash flow lo the state.

(c) When evaluating Ihe project's likelihood of success, the commissioners 

shall consider

(1) the reasonableness, specificity, and feasibility o f  the applicant's 

work plan, timeline, and budget required to be submitted under AS 43 90.130, 

including the applicant's plan to manage cost overruns, insulate shippers from the
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effect of cost overruns, and encourage shippers to participate in the first binding open 

season;

performance schedule;

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

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

ability to obtain the necessary equipment;

(5) the applicant's record of

(A) performance on projects not licensed under this chapter;

(J3) integrity and good business ethics; and

(6) other evidence and factors found by the commissioners to be 

relevant to the evaluation of the project's likelihood o f  success.

Sec. 43.90.180. Notice lo the legislature of in tent to issue license; denial of 

license, (a) If, after consideration of public comments received under AS 43.90.160(a) 

and evaluation of complete applications under AS 43.90.170, the commissioners 

determine that an application proposes a project that will sufficiently maximize the 

benefits to the people of this state and merits issuance of a license under this chapter, 

the commissioners shall

date o f  a bill approving the issuance of the license under AS 43.90.190;

(2) publish notice o f  intent to issue a license under this chapter with 

written findings addressing the basis for the determination; and

(3) forward the notice under (2) o f  this subsection, along with the 

findings, supporting documentation, and determination under ( I ) of this subsection, to 

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

AS 43.90.190.

(h) If, alter evaluation of complete applications under AS 43.90.170, the 

commissioners determine that no application sufficiently maximizes the benefits to the 

people of ibis state ami merits issuance o f  a license under this chapter, the

(2) the financial resources of the applicant;

(3) the ability of the applicant lo comply with the proposed

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

the determination; the determination becomes a final agency action on the effective
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commissioners shall issue a written finding that addresses the basis for that 

determination.

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

agency action.

Sec. 43.90.190. Legislative approval; issuance o f  license, (a) After the 

presiding officer of each house of the legislature receives a determination from the 

commissioners under AS 43.90.180, the rules committee of each house of the 

legislature shall introduce a bill in the committee's respective chamber that provides 

for the approval of the license proposed to be issued by the commissioners.

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

60 days after the last date a presiding officer receives a determination by the 

commissioners under AS 43.90.180, the commissioners shall issue the license as soon 

as practicable after the effective dale o f  the Act approving the issuance of the license.

(c) Notwithstanding a legislative rule that prohibits the carryover o f  a bill after 

the end of a special session or after the end of a regular session of a legislature, a bill 

introduced under (a) of this section that is not passed or not withdrawn, defeated, 

vetoed, or indefinitely postponed shall be carried over to any subsequent regular or 

special legislative session convened during the 60-day period described in (b) of this 

section in the same reading or status it was in at the time o f  adjournment. However, a 

bill introduced under (a) o f  this section may not be carried over to the first regular 

session of a legislature.

(d) If the legislature fails to approve the issuance of the license, the 

commissioners

(1) may not issue the license that the legislature failed to approve; and

(2) may request new applications for a license under AS 43.90.120,

Sec. 43.90.200. C e r t i f ic a t io n  by regu la to ry  a u th o r i t y  a n d  p ro je c t  sanc tion .

(a) A licensee that is awarded a certificate or amended certificate of public 

convenience ar.d necessity liom a regulatory agency with jurisdiction over the project 

shall accept the certificate or amended certificate when the order granting the 

certificate is no longer subject to judicial review, or earlier at the licensee's discretion.

(b) If the licensee has credit support sufficient to finance construction of the
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1 project through ownership of rights to produce and market gas resources, firm

2 transportation commitments, or government financing, the licensee shall sanction the

3 project within one year after the effective date of the certificate or amended certificate

4 of public convenience and necc; sity issued by the regulatory agency with jurisdiction

5 over the project.

6 (c) If the licensee does not have credit support sufficient to finance

7 construction of the project through ownership of rights to produce and market gas

S resources, firm transportation commitments, or government financing, the licensee

9 shall sanction the project before the later of

10 (I) two years after the effective date o f  the certificate or amended

11 certificate of public convenience and necessity issued by the regulatory agency with

12 jurisdiction over the project; or

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

14 project.

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

16 the licensee shall, upon request by the state,

17 (1) seek approval from the Federal Energy Regulatory Commission or

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

19 certificate or amended certificate to the state or the state’s designee; and

20 (2) assign to the stale or the state's designee all engineering designs,

21 contracts, permits, and other data related to the project that are acquired by the

22 licensee during the term o f  the license before the dale o f  the abandonment or transfer.

23 (e) The transfer and assignments under (d) of this section as a result of failure

24 lo comply with (a) or (b) of this section are at no cost to the stale or the state's

25 designee. A transfer under (c) o f  this section is al the licensee's net cost.

26 (1) In this section, "effective date of the certificate or amended certificate of

27 public convenience and necessity" means the date the order granting the certificate is

28 no longer subject to judicial review, or earlier al the discretion of the licensee.

29 Sec. 43.90.210. A m en dm en t  o f  o r  m od if ica tion  to th e  p ro je c t  p lan . Subject

30 to the approval of the commissioners, a licensee may amend or modify its project plan

3 1 if the amendments o r  modifications improve the net present value of the project to the
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state, are necessary because of an order or requirement by a regulatory agency with 

jurisdiction over the project, an order issued by the Alaska Oil and Gas Conservation 

Commission, or the amendment or modification is necessary because o f  changed 

circumstances outside the licensee's control and not reasonably foreseeable before the 

license was issued. An amendment or modification approved under this section must 

be consistent with the requirements of AS 43.90.130 and, except for an amendment or 

modification required because of an order or requirement of a regulatory agency with 

jurisdiction over the project or an order issued by the Alaska OiJ and Gas 

Conservation Commission, may not substantially diminish the net present value of the 

project to the state or the project's likelihood of success.

Sec. 43.90.220. Records, reports ,  conditions, and  au d i t  requ irem en ts ,  (a) A 

licensee shall maintain complete and accurate records of all expenditures and 

commitments of state money received under this chapter, including receipts and 

records showing the payment or cost of purchased items and services, the names and 

addresses o f  the sellers and service providers, and the dates of service or delivery.

(b) Upon reasonable notice, the commissioners may audit the records, books, 

and files o f  the entity receiving the state money or making the expenditures and 

commitments of money received from the stale under this chapter.

(c) The commissioners may do the following with respect lo information 

relating to the project: conduct hearings or other investigative inquiries; compel the 

attendance of witnesses and production of documents; and require the licensee to 

furnish information in paper copy or electronic format.

(d) After a license has been issued and until commencement of commercial 

operations o f a  natural gas pipeline, the licensee shall allow the commissioners to

(I)  have a representative present at all meetings of the licensee's 

governing body or bodies and equity holders that relate to the project;

sent to the governing body or bodies and equity holders;

(3) enjoy the same access lo information about the licensee as the 

governing body members and equity owners receive; and

(4) receive relevant reports or information from the licensee that the
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commissioners reasonably request.

(c) All proprietary information, privileged information, and trade secrets 

received by the commissioners or their representative under (d) of this section are not 

subject to public disclosure under AS 40.25.

(0  A licensee shall maintain the records and reports required under this

section for seven years from the date the licensee receives state money under this

chapter.

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

the license if the commissioners determine that the licensee has

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

an expenditure that is not a qualified expenditure under AS 43.90.110;

(2) except as required lo conform with a requirement of a regulatory

agency with jurisdiction over the project, substantially departed from the

specifications set out in the application without stale approval of a project plan 

amendment or modification under AS 43.90.210;

(3) violated any provision of this chapter or any other provision of 

state or federal law material to the license;

(4) failed to accept a certificate as required under AS 43.90.200(a) or 

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

(5) otherwise violated a material term of the license.

(b) 'I'he commissioners shall provide written notice to the licensee identifying

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

notice is issued to resolve the violation informally.

(c) The commissioners may suspend disbursement of state matching 

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

under (b) o f  this section is sent lo the licensee. The commissioners may resume 

disbursement on the date that the commissioners determine that the violation is cured.

(d ) If the commissioners and the licensee arc unable lo resolve the violation 

within the period described in (b) o f  this section, ihe commissioners shall notify the 

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

opportunity lo be heard. If. after notice and hearing, the commissioners determine that
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(he violation has not been cured, the commissioners shall issue a written decision that 

is a final administrative action for purposes of appeal to the superior court in the state.

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

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

(1) discontinuation of stale matching contributions under this chapter;

(2) recoupment of state money < hat the licensee has received under this 

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

committed that money;

(3) license revocation;

(4) assignment to the state or the state's designee of all engineering 

designs, contracts, permits, and other data related to the project that are acquired by 

the licensee during the term of the license; and

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

Sec. 43.90.240. A bandonm ent o f  project,  (a) If the commissioners and the 

licensee agree that the project is uneconomic, the project shall be abandoned, the 

inducement provided for in AS 43.90.110 terminated, and, except for requirements 

imposed on the licensee under (c) of this section and AS 43.90.220, the state and the 

licensee no longer have an obligation under this chapter with respect to the license.

(b) If the commissioners or the licensee find that the project is uneconomic 

and the other party disagrees, the disagreement shall be settled by arbitration 

administered by the American Arbitration Association under the substantive and 

procedural laws of this state, and judgment on the award rendered by the arbitrators 

may be entered in superior court in Ihe stale. In the event of arbitration, each party 

shall select an arbitrator from the American Arbitration Association's National Roster, 

and the two arbitrators shall appoint a third arbitrator from the American Arbitration 

Association's National Roster who shall serve as the chair of the three-member 

arbitration panel. II the arbitration panel determines that the project is

( 1) uneconomic, the state and the licensee no longer have an obligation 

under this chapter with respect to the license, except for requirements imposed on the 

licensee under (c) of this section and AS 43.90,220; or

(2) not uneconomic, Ihe obligations of the licensee and the state
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continue as provided under this chapter and the license.

(c) The arbitration panel in (b) of this section shall make a determination that 

the project is uneconomic only if the panel finds that the party claiming the project is 

uneconomic has proven by a preponderance of the evidence that the

(1) project docs not have credit support sufficient lo finance 

construction of the project through firm transportation commitments, government 

assistance, or other external sources of financing; and

(2) predicted costs of transportation at a 100 percent load factor, when 

deducted from predicted gas sales revenue using publicly available predictions of 

future gas prices, would result in a producer rate of return that is below Ihe rate 

typically accepted by a prudent oil and gas exploration and production company for 

incremental upstream investment that is required lo produce and deliver gas to the 

project.

(d) If the state makes a payment to the licensee under AS 43.90.440, the 

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

obligations under this chapter with respect to the license, except that the licensee must 

comply with the

(1) requirements imposed on Ihe licensee under AS 43.90.220 

regarding state money received by ihe licensee before the license was considered 

abandoned;and

(2) requirements of AS 43.90.440.

(ci If ihe commissioners and the licensee agree that the project is uneconomic 

or an arbitration panel makes a final determination that the project is uneconomic, the 

licensee shall, upon the stale's request, transfer to the state or the state's designee all 

engineering designs, contracts, permits, and other data related to the project that are 

acquired by the licensee during the term of the license upon reimbursement by Ihe 

state of the net amount of expenditures incurred and paid by the licensee that are 

qualified expenditures for the purposes ol' AS 43 .90 .1 It).

See. 43.90.250. Alaska Gasline Inducem ent Act coord ina tor ,  (a) There is 

created in the Office of the Governor the position of Alaska Gasline Inducement Act 

coordinator. Administrative support for the position shall be provided by the Office of
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the Governor. The position shall continue until one year after commencement of 

commercial operations of the project.

(b) The governor shall appoint a person to the position of Alaska Gasline 

Inducement Act coordinator. The individual serving as the Alaska Gasline Inducement 

Act coordinator may be removed from the position al the discretion of the governor.

Sec. 43.90.260. Expedited review an d  action by s ta te  agencies, (a) A review 

conducted and action taken by a stale agency relating to the project shall be expedited 

in a manner consistent with the completion of the necessary approvals in accordance 

with this chapter.

(b) Notwithstanding any contrary provision of law. a state agency may not 

include in any project certificate, right-of-way, permit, or other authorization issued lo 

the licensee a term or condition that is not required by law il' the coordinator 

determines that the term or condition would prevent or impair in any significant 

respect the expeditious construction and operation or expansion of the project.

(c) Unless required by law, a state agency may not add lo. amend, or abrogate 

any certificate, right-of-way, permit, or other authorization issued to a licensee if the 

coordinator determines that the action would prevent or impair in any significant 

respect the expeditious construction, operation, or expansion o f  the project.

Article 3. R esource  Inducem ent.

Sec. 43.90.30t). Qualification fo r  resource inducem ent, (a) Notwithstanding 

any contrary provision o f  law, a lessee or other person that demonstrates to the 

satisfaction o f  the commissioners that the person has committed to acquire firm 

transportation capacity in the first binding open season of the project is qualified to 

receive the resource inducement set out in AS 43.90.310 and 43.90.320 for gas 

produced on the North Slope and shipped in linn transportation capacity acquired in 

the first binding open season of the project. The inducement in AS 43.90.310 is 

contraclual.

(b) A gas producer receiving a voucher under AS 43.90.330 is qualified lo 

receive the resource inducement in AS 43.90.310 and 43.90.320 for the gas shipped in 

the firm transportation capacity described in the voucher for the period described in 

AS 43.90.330.
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See. 43.90.310. Royalty inducem ent, (a) Before the start of the first binding 

open season to be conducted by the licensee, the commissioner o f  natural resources 

shall adopt regulations that establish a method to determine the monthly value of the 

state's royalty share of gas production and establish terms under which the stale will 

exercise its right to switch between taking its royalty in value or in kind for gas 

committed for firm transportation in the first binding open season of the project or 

shipped in the firm transportation capacity described in a voucher received by the gas 

producer under AS 43.90.330. The regulations must

(1) minimize retroactive adjustments to the monthly value of the stale's 

royalty share of gas production;

(2) provide a method for establishing a fair market value for each 

component of the state's royalty gas that is based on pricing data from reliable and 

widely available industry trade publications and that uses appropriate adjustments to 

reflect

(A) deductions for actual and reasonable transportation costs 

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

with unused capacity commitments on gas pipelines from the North Slope lo 

the first destination market with reasonable market liquidity;

(B) location differentials between the destination markets 

where North Slope gas could be sold;

(C) reasonable and actual costs for gas processing; in this 

subparagraph, "gas processing" means post-production treatment of gas to 

extract natural gas liquids; and

(D) deductions permitted under the 1980 Royalty Settlement 

Agreement for Prudhoe Bay gas; and

(3) establish terms under which the state will exercise its authority to 

switch between taking its royalty gas in value and in kind to ensure that the slate’s 

actions do not unreasonably

(A) cause the lessee or other person to hear disproportionate 

transportation costs with respect to the state's royally gas;

(B) interfere with the lessee's or other person's long-term
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marketing of its production.

(b) If a lessee or other person qualified for resource inducement under 

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

elect

( I ) to calculate its gas royalty obligation under the regulation; adopted 

under (a) of this section for natural gas transported on a firm contract executed during 

the project's first binding open season or under the methodology set out in the existing 

leases from which the gas is produced, and

(A) upon the request of the lessee, the commissioner of natural 

resources shall contractually amend the existing lease to effect the election 

under this paragraph and incorporate as fixed contract terms the relevant 

regulatory provisions; and

(13) the election under this paragraph remains in effect until 

new regulations arc adopted as a result of a review under (d) o f  this section, at 

which time, a lessee or other person qualified under AS 43.90.300 may ch-uge 

its election under this paragraph; upon the request o r the lessee, the 

commissioner of natural resources shall contractually amend the lease to 

incorporate as fixed contract terms the relevant revised icgulatory provisions;

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

terms by providing a mechanism that ensures that, when the state exercises its right to 

switch between taking its royalty in value or in kind for gas committed for firm 

transportation in the first binding open season of the project, the lessee or other person 

does not bear disproportionate transportation costs with respect lo the state's royalty 

gas; and by modifying the required period of notice that the state must provide before 

exercising the state's right to switch between taking its royalty in value or in kind for 

gas committed for tu rn transportation in the first binding open season of the project.

(c) To claim the inducement under (b) of this section, a lessee or other person 

qualified under AS 43.'*>0.30(1 shall agiee, on an application form provided by the 

Department ol Natural Resources, that the lessee or other person, and the lessee’s or 

other person's affiliates, successors, assigns, and agents will not protest or appeal a 

filing by the licensee to roll in expansion costs of the mainline up to a level that is
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required in AS 43.90.130(7). The agreement not to protest may not preclude the lessee 

or other person, or the lessee's or other person's affiliates, successors, assigns, and 

agents from protesting a filing to roll in mainline expansion costs that licensee is not 

required to propose and support under AS 43.90.130(7).

(d) The commissioner of natural resources shall provide for review of the 

regulations adopted under (a) of this section at least every two years after the 

commencement of commercial operations to determine whether the regulations 

continue to meet the requirements of (a) of this section under current conditions, and 

shall amend the regulations when the requirements are not being met.

(c) No provision of this chapter precludes the election set out in (b) of this 

section, nor may the commissioner of natural resources assert any provision of any 

existing lease or unit agreement as precluding the elections set out in (b) of this 

section.

Sec. 43.90.320. Gas p roduction  tax  exem ption, (a) If a person qualified for 

resource inducement under AS 43.90.300 agrees under (c) of this section, the person is 

entitled to an annual exemption from the state's gas production tax in an amount equal 

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

calculated under the gas production tax in effect during that tax year and the amount of 

the person's gas production tax obligation calculated under the gas production tax in 

effect at the start of the first binding open season held under this chapter. It the 

difference is less than zero, the gas production tax exemption is zero.

(b) The exemption under this section may be applied within 10 years 

immediately following commencement of commercial operations and only applied to 

production taxes that are levied on North Slope gas shipped through firm 

transportation capacity the person acquired during the first binding open season or 

shipped in the firm transportation capacity described in a voucher received by the gas 

producer under AS 43.90.330.

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

person, and the person's affiliates, successors, assigns, and agents, will not protest or 

appeal a filing by ihe licensee to roll in mainline expansion costs up to the level that 

the licensee is required to propose and support under AS 43.90,130(7). I he agreement
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required under this subsection may not preclude the person, or tiie person's affiliates, 

successors, assigns, and agents, from protesting a filing to roll in mainline expansion 

costs that the licensee is not required to propose and support under AS 4 3 .9 0 .130(7).

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

of gas under AS 43.55.

Sec. 43.90.330. Inducem ent vouchers, (a) A person that acquires firm 

transportation capacity in the first binding open season of the project, that does not 

hold an oil and gas lease on the North Slope, and that is not an affiliate o f a  person that 

holds an oil and gas lease on the North Slope, may apply to the commissioners for a 

voucher under this section. A voucher issued by the commissioners must describe the 

firm transportation capacity in the project lo which the voucher is applicable.

(b) A voucher issued by the commissioners under this section entitles the 

holder of the voucher lo the resource inducements in AS 43.90.310 and 43.90.320 for 

gas shipped in the firm tiansportation capacity acquired by the person applying for the 

voucher during the first binding open season of the project and described in the 

voucher. The voucher may be transferred to a gas producer that has a binding 

obligation to sell gas to the person transferring the voucher under a gas purchase

agreement.

(c) A gas producer holding a voucher may claim the resource inducements for 

gas shipped through the firm transportation capacity described in the voucher and only 

on gas that is produced and delivered to the purchaser on the North Slope. A gas 

producer may claim the resource inducements under this subsection until the earlier ol 

the termination of the binding gas purchase agreement or the expiration of the 

inducements by operation of law.

(d) A person that receives a voucher tinder this section and a gas producer that 

receives resource inducements under a voucher shall agree that the person and the gas 

producer and their respective affiliates, successors, assigns, or agents will not protest 

or appeal a tiling by the licensee to roll-in mainline expansion costs up lo the level that 

the licensee is required to piopose and support under AS 43.90.130(7). The agreement 

required under this subsection may not preclude the person or gas producer or their 

respective affiliates, .successors, assigns, or agents from protesting a tiling to roll-in
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mainline expansion costs that the licensee is not required to propose and support under 

AS 43.90.130(7).

Article 4. Miscellaneous Provisions.

Sec. 43.90.400. A laska Gasline Inducem ent Act m a tch ing  contribution 

fund; d isbursem ents ; audits ,  (a) There is established in the general fund an Alaska 

Gasline Inducement Act matching contribution fund. The fund consists of money 

appropriated to it by the legislature for disbursement to pay the state’s matching 

contributions under AS '13.90.110. Money appropriated to the fund may be spent for 

the purposes of the fund without further appropriation. Appropriations to the fund do 

not lapse under AS 37.25.010, but remain in the fund for future disbursements. 

Nothing in this subsection creates a dedicated fund.

(b) The Department of Revenue shall manage the fund, and may invest money 

in the fund so as to yield competitive market rates as provided in AS 37.10.071. 

Income earned 6u the fund shall be accounted lor separately and may be appropriated 

annually to the fund.

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

receive matching contributions for qualified expenditures as provided under 

AS 43.90,110, and that provide for periodic audits of the use o f  money disbursed as 

matching contributions under this chapter.

(d) Within 10 days after the convening of each regular session of the 

legislature, the commissioners shall submit It) the legislature a report that lists all the 

disbursements from the fund during the preceding fiscal year with a written 

justification for each disbursement and the projected amount of money that will be 

required for contributions in each of the next three fiscal years.

See. 43.90.410. Regulations. Tho commissioners may jointly adopt or amend 

regulations for the purpose of implementing the provisions of this chapter. The 

commissioner of revenue and the commissioner of natural resources may adopt or 

amend regulations adopted under authority outside of this chapter as accessary to 

implement the provisions of this chapter.

Sec. 43.90.420. S ta tu te  of limitations. A person may not bring a judicial 

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

CSSIt 1 (Ml FIN)
/ .'h iv  7 V .\ r .  IfnUtr: ! in r ,J  / M tR T M ) rh'.XT B H A CK K TK D l



license issued under this chapter unless the action is commenced in a court of tiie state 

of competent jurisdiction within 90 days after the date that a license is issued.

See. 43.90.430. Interest. When a payment due to the state under this chapter 

becomes delinquent, the payment bears interest at the rate applicable lo a delinquent 

tax under AS 43.05.225.

Sec. 43.90.440. Licensed p ro jec t assurances, (a) Except as otherwise 

provided in this chapter, the state grants a licensee assurances that the licensee has 

exclusive enjoyment of the inducements provided under this chapter before the 

commencement o f  commercial operation. If, before the commencement of commercial 

operations, the state extends to another person preferential royalty or tax treatment or 

grant of state money for the purpose of facilitating the construction of a competing 

natural gas pipeline project in this state, and if the licensee is in compliance with the 

requirements of the license and with the requirements of state and federal statutes and 

regulations relevant to the project, the licensee is entitled to payment from the state of 

an amount equal to three times the total amount of the expenditures incurred and paid 

hy the licensee that tire qualified expenditures for the purposes of AS 43.90.110 that 

the licensee incurred in developing the licensee's project before the date that the state 

first extended preferential treatment to another person. The payment under this 

subsection is subject to appropriation. Upon payment by the state of the amount owed 

under this section, the licensee shall, at no additional cost to the state, assign to the 

state or the state's designee all engineering designs, contracts, permits, and other data 

related to the project that were acquired by the licensee during the term of the license. 

The payment under this subsection is in full satisfaction o f  all claims the licensee may 

bring in contract, tort, or other law related to the events that gave rise to the payment.

(b) Ihe review, processing, or facilitation of a permit, right-of-way, or 

authorization by a state agency in connection with a competing natural gas pipeline 

project does not create an obligation on the part of the state under this section.

(c) In this section.

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

to accommodate throughput of more than 500,1)00,000 cubic feet a day o f  North Slope 

gas to market;
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(2) "preferential royalty or tax treatment" does not include

(A) the state's exercise o f  its right to resolve disputes involving 

royalties and taxes; or

(li) the state's exercise of its right lo modify royalties as 

authorized by law in effect on the effective date of this section.

Sec. 43.90.450. Assignments, (a) A licensee may transfer all or part of the 

license, including the rights and obligations arising under the license, if, after 

publishing notice of the proposed transfer, providing notice to the presiding officer of 

each house o f  the legislature, and providing a period of not less than 30 days for public 

review and comment,

(1) the transfer is approved in writing in advance by the 

commissioners; and

(2) the transfer does not increase or diminish the obligations created by 

the license o r  d-.iinish the likelihood of s - ^ e s s  o f  the project or the net present value 

of the license to the state.

(b) Notwithstanding the commissioners' approval of a transfer of all or part of 

a license under (a) of this section, the transferor of the license remains subject to the 

requirements of AS 43.90.220 regarding all state money received by the licensee 

before the effective date of the transfer.

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

AS 43.90.310 and the gas production tax exemption tinder AS 43.90.320 only in 

connection with a sale or merger that results in transfer of all the person’s assets in the 

North Slope along with the person's firm transportation capacity contracts in the 

project.

(il) Jixeept for the transfer of a voucher to a producer tinder AS 43.90.330(b), 

a person receiving a voucher under AS 43.90.330 based on the person's acquisition of 

firm transportation capacity in the first binding open season of the project may transfer 

the voucher only if the. transfer is in connection with the permanent assignment by the 

person o f  100 percent of the firm transportation capacity acquired in the first binding 

open season o f  the project.

Sec. 43.90.460. Conflicting laws. Nothing in this chapter shall be construed to
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repeal or abrogate the administrative, regulatory, or statutory procedures and functions 

of state and federal law governing the development and oversight of a project.

Sec. 43.90.470. S ta te  p ipe line em ployment development. The commissioner 

of labor and workforce development shall develop a job  training program that will 

provide training for Alaskans in gas pipeline project management, construction, 

operations, maintenance, and other gas pipeline-related positions.

A rticle 5. G enera l Provisions.

Sec. 43.90.900. Definitions. In this chapter, unless the context otherwise 

requires,

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

under common control with a person, and includes a division that operates as a 

functional unit;

(2) "Alaska Gasline Inducement Act coordinator" or "coordinator" 

means the person appointed under AS 43.90.250;

(3) "amended certificate" means a certificate o f  public convenience 

and necessity issued by the Federal Energy Regulatory, Commission under authority 

of 15 U.S.C. 719 et seq. (Alaska Natural Gas Transportation Act of 1976) that is 

amended to comply with the terms o f  the license;

(4) "applicant" means a person or group of persons that files an 

application for a license;

gas in the project that generates revenue lo the owners;

(6) "commissioners" means the commissioner o f  revenue and the 

commissioner of natural resources, acting jointly;

(7) "control" means the possession of ownership interest or authority 

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

others, direct or cause the direction of the management or policies o f  a company, and 

is rebuttably presumed if the voting interest held is 10 percent or more;

(8) "equity holder" means the

(A) stockholders o f a  corporation;

(B) members of a limited liability company;
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(C) partners of a partnership;

(D) joint venturers of a joint venture;

(E) members of a governmental authority and similar persons;

or

(P) holders of any other entity or person;

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

production that conditions gas and removes nonhydrocarbon substances from the gas 

for the purpose of rendering the gas acceptable for tender and acceptance into a gas 

pipeline system.

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

limited liability company's managing members, a partnership's general partners, a joint 

venturer's joint venturers, a governmental authority's board or council members, and 

similar entities;

(11) "lease" means an oil and gas, or gas, lease issued by this stale;

(12) "lessee" means a person that holds a working interest in an oil and 

gas, or gas, lease issued by this state;

(13) "license" means a license issued under this chapter;

(14) "licensee" means the holder of a license issued under this chapter 

and all affiliates, successors, assigns, and agents o f  the holder;

(15) "net present value" means (he dncounted value of a future stream

of cash flow;

(16) "North Slope" means that part of the state that lies north of 6<S 

degrees North latitude;

(17) "open season" means the process that complies with 18 C.F.R. 

Part 157, Subpart 13 (Open Seasons for Alaska Natural Gas Transportation Projects);

(18) "point of production" has the meaning given in AS 43.55.900;

(19) "project" means a natural gas pipeline project authorized under a 

license issued under this chapter;

(20) "proprietary," when used to describe information, means that the 

information is treated by an applicant as confidential and the public disclosure of that 

information would adversely affect the competitive position o f  the applicant or
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1 materially diminish the commercial value o f  the information to the applicant;

2 (21) "recourse rates" means cost-based rates with a minimum and

3 maximum range that are approved by the Federal Energy Regulatory Commission, the

4 Regulatory Commission of Alaska, or the National Energy Board of Canada, as

5 appropriate, and set out in the pipeline's tariff; "recourse rates" includes only those

6 rales that the pipeline must make available to all shippers;

7 (22) "sanction" means to make financial commitments to go forward

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

9 $1,000,000,000 with third parties;

10 (23) "trade secret" has the meaning given in AS 45.50.940;

11 (24) "under common control with" has the meaning given "control" in

12 this section;

13 (25) "unit agreement" means an agreement executed by the working

14 ’.,"*,vJst owners and royalty owners creating the unit.

15 See. 43.90.990. Short title. This chapter may be cited as the Alaska Gasline

16 Inducement Act.

17 * Sec. 2. AS 36.30.850(b) is amended by adding a new paragraph to read:

IS (45) contracts for an arbitration panel to determine whether a project is

19 uneconomic under AS 43.90.240, and contracts for the development of application

20 provisions for licensure and for the evaluation of those applications under AS 43.90.

2 1 * See. 3. AS 38.05.020(b) is amended to read:

22 (b) The commissioner may

23 (1) establish reasonable procedures and adopt reasonable regulations

24 necessary to carry out this chapter and, whenever necessary, issue directives or orders

25 to ihe director to carry out specific functions and duties; regulations adopted by the

26 eommissionei shall be adopted under AS 44.62 (Administrative Procedure Act);

27 orders by the commissioner classifying land, issued alter January 3, 1959, are not

28 required to be adopted under AS 44.62 (Administrative Procedure Act);

29 (2) enter into agreements considered necessary to carry out the

30 purposes o f  this chapter, including agreements with federal and state agencies;

3 1 (3) review any order or action o f  the director;

WORK DRA FT WORK DRAFT 25-GS 1060\N
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(4) exercise the powers and do the acts necessary to carry out the 

provisions and objectives of this chapter;

(5) notwithstanding the provisions o f  any other section of this chapter, 

grant an extension of the lime within which payments due on any exploration license, 

lease, or sale of state land, minerals, or materials may be made, including payment of 

rental and royalties, on a finding that compliance with the requirements is or was 

prevented by reason of war, riots, or acts of God;

(6) classify tracts for agricultural uses;

(7) after consulting with the Board of Agriculture and Conservation 

(AS 03.09.010), waive, postpone, or otherwise modify the development requirements 

of a contract for the sale of agricultural land if

(A) the land is inaccessible by road; or

(B) transportation, marketing, and development costs render 

the required development uneconomic;

(S) rcconvcy or relinquish land or an interest in land to the federal

government if

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

allotment under 43 U.S.C. 1017; and

(B) the reconveyance or relinquishment is

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

(ii) in the best interests o f  the state;

(9) lead and eooidinate all matters relating to the state's review and 

authorization of resource development projects:

(10) exercise the powtM's mid do the acts necessary to c a rry  out the

provisions and  objectives of AS 43.90 that relate to this c h a p te r .

* See. 4. AS 39.25.110 is amended by adding a new paragraph to read:

(41) the Alaska Gasline Inducement Act coordinator appointed under

AS 43.90.250.

* See. 5. AS 40 .25 .120(a) is amended lo read:

(a) livery person has a right to inspect a public record in the state, including 

public records in recorders' offices, except

WORK DRA FT WORK DRAFT 25-GS 1060\N
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(1) records of vital statistics and adoption proceedings, which shall lie 

treated in the manner required hy AS IS.50;

(2) records pertaining to juveniles unless disclosure is authorized hy

law;

(3) medical and related public health records;

(4) records required to be kept confidential by a federal law or 

regulation or by state law;

(5) to the extent the records are required to be kept confidential under 

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

or retain federal assistance;

(6) records or information compiled for law enforcement purposes, hut 

only to the extent that the production of the law enforcement records or information

(A) could reasonably be expected to interfere with enforcement

proceedings;

(13) would deprive a person of a right to a fair trial or an 

impartial adjudication;

(C) could reasonably be expected to constitute an unwarranted 

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

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

confidential source;

(E) would disclose confidential techniques and procedures for 

law enforcement investigations or prosecutions;

(l; ) would disclose guidelines for law enforcement 

investigations or prosecutions if the disclosure could reasonably be expected to 

risk circumvention of the law; or

(G) could reasonably be expected to endanger the life or 

physical safety of an individual;

(7) names, addresses, and other information identifying a person as a 

participant in the Alaska Higher Education Savings Trust under AS 14.40.802 or the 

advance college tuition savings program under AS 14.40.803 - 14.40.817;

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

7SSB 104(1'!N) -32-
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lead to the disclosure of a component in the process used to execute or adopt an 

electronic signature if the disclosure would or might cause the electronic signature to 

cease being under the sole control of the person using it;

(9) reports submitted under AS 05,25.030 concerning certain 

collisions, accidents, o r  other casualties involving boats;

(10) records or information pertaining to a plan, program, or 

procedures for establishing, maintaining, or restoring security in the state, or to a 

detailed description or evaluation of systems, facilities, or infrastructure in the state, 

but only to the extent that the production of the records or information

(A) could reasonably be expected to interfere with the 

implement tlion or enforcement of the security plan, program, or procedures;

(B) would disclose confidential guidelines for investigations or 

enforcement and the disclosure could reasonably be expected lo risk 

circumvention o f  the law; or

(C) could reasonably be expected to endanger the life or 

physical safety of an individual or to present a real and substantial risk to the 

public health and welfare;

( 1 1) the written notification regarding a proposed regulation provided 

under AS 24.20.105 to the Department of Law and the affected state agency and 

communications between the Legislative Affairs Agency, the Department of Law, and 

the affected state agency under AS 24.20.105:

(12) r e c o rd s  th a t  a re

(A) p ro p r ie ta ry ,  p r iv i leged , o r  a  t r a d e  secre t in a c co rd an ce  

w ith AS 43.90.150 o r  43.90.220(e):

(B) app lica t ions th a t a r e  rece ived  u n d e r  AS 43.90 unti l 

no tice is p u b l i s h e d  u n d e r  AS 43 .90 .160.

* See. 6. The uncodificd law of the State of Alaska is amended by adding a new section to 

read:

FIRST REQUEST FOR APPLICATIONS FOR TU B LICENSE. It is the intent of the 

egislalure that the first request for applications for the license by the commissioners under 

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

4 3 -
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of this Act.

* See. 7. The uncodificd law of the State of Alaska is amended by adding a new section to 

read:

EXPEDITED CONSIDERATION OF COURT CASES. Il is the intent of the 

legislature that the courts of the state, when considering a case related to the development and 

construction of a natural gas pipeline under this Act or to the commitment of a  shipper to 

acquire firm transportation capacity during the first binding open season for a project 

developed under this Act, expedite the resolution of the case by giving the case priority over 

all other civil cases to the extent permitted under the Alaska Rules of Court.

* Sec. S. T he uncodificd law o f  the State of Alaska is amended by adding a new section to 

read:

SEVERABILITY. Under AS 01.10.030, if any provision of this Act, or the application 

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

application to other persons or circumstances arc not affected.

* Sec. 9. This Act takes effect immediately under AS 01.10.070(c).
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A B IL L

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

"A n  A ct re la tin g  to (lie A lask a  G aslin e  In d u c e m e n t A ct; p ro v id in g  in d u c em e n ts  fo r

< lie co n s tru c tio n  o f  a n a tu ra l  gas p ip e lin e  a n d  sh ip p e rs  th a t  co m m it to use th a t

p ip e lin e ; e s tab lish in g  the  A lask a  G aslin e  In d u c e m e n t A ct m a tc h in g  co n trib u tio n

fu n d ; p ro v id in g  fo r  an  A lask a  G aslin e  In d u c e m e n t A ct c o o rd in a to r ;  m ak in g

c o n fo rm in g  a m e n d m e n ts ; a n d  p ro v id in g  fo r  an  effective d a te ."

B E  IT  E N A C T E D  BY T I IE  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A ;

* S ectio n  1. AS 43 is am ended  by  add ing  a new  chapter to read:

C h a p te r  90. A lask a  G aslin e  In d u c e m e n t A ct.

A rtic le  1. In d u c e m e n t to  C o n s tru c tio n  o f  a N a tu ra l G as  P ipe line  in th is  S ta te .

Sec. 43 .90.010. P u rp o se . T he purpose o f  this chapter is to encourage

expedited  construction  o f a  natural gas pipeline that

(1) facilitates com m ercialization  o f  N orth S lope gas resources in the

state;

(2) p rom otes exploration  and developm ent o f  oil and gas resources on

the N orth S lope in the state;

(3) m axim izes benefits to the peop le o f  Jhe state J i.n n  the developm ent o f  oil and
( Deleted: iliij
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(4) encourages p i 1 and gas lessees and oilier persons to com m it to sh ip 

natural gas from the Nortli Slope Jo a gas pipeline system  for 

transportation to m arkets in this slate or elsew here.

A rtic le  2. A laska  G asline  In d u c e m e n t A ct L icense.

Sec. 43 .90.100. G as p ro jec t, (a) T he com m issioners m ay aw ard an Alaska 

G asline Inducem ent A ct license as provided in this chapter. The person aw arded a 

license under this chapter is entitled to the inducem ent set out in AS 4 3 .9 0 .110.

(b) N othing in this phapter p recludes a person  j'ro iq ,pursu ing  a gas pipeline 

independently from this chapter.

See. 43.90.110. N a tu ra l gas p ipe line  p ro je c t  c o n s tru c tio n  in d u cem en t.

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

the licensee o r its designated  affiliate to receive

(1) subject to appropriation, state m atching contributions in total am ount not to exceed 

5500,000,000, paid Jo the licensee j lurini’ the five-year period im m ediately follow ing the 

date the license is aw a id cd : the paym ent period m ay be extended by the com m issioners 

under an am endm ent o r m odilication  o f  the project p lan  under AS 43 .90.210; jt payment, 

under this paragraph  shall be m ade accord ing  lo the following:

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

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

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

50 percent o f  the qualified  expenditures incurred before the close o f  the first 

binding open season ;

(13) after the elos'* o f  the first b inding open season, the state 

shall m atch the licensee 's qualified expenditures at jh e  level specified in Ihe 

license; how ever, the state's m atching contribution m ay not gxeeed SO 

percent o f  the qualified  expenditures incurred afte r the close o f  the first binding open 

season;

(C) a_qualificd expenditure,,^ a cost, that j s  incurred after jhe  

license is issued un d er this chapter by the licensee o r the licensee's designated affiliate, 

and j s  directly  and reasonably related to obta in ing  a certificate or 

am ended certifica te  o f  public convenience and necessity  from the Federal
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E nergy R egulatory Com m ission o r the Regulatory C om m ission o f  A laska, as 

I appropriate, o r satisfying am / other requirem ent o f  an auencv w ith jurisdiction over j ltc 

project; in this subparagraph, "qualified expenditures" docs not include overhead costs, 

litigation costs, the cost o f  an as s e t, o r  w ork p roduct jicquircd or develop ed  by the licensee 

he fore j he license is issued.,civil o r crim inal penalties or fines; and

 (2) the benefit o f  an A laska G asline Inducem ent Act coordinator who

has the au thority  prescribed in AS 43.90.250.

(b) file  com m issioner o f  revenue in consultation w ill* the com m issioner o f  

natural resources shall adopt reta liations for dclerm inini; w hether a,: expenditure is a 

q ualified expenditure for the purposes o f  fa) o f  this section.

See. 43.90.120. R e q u est fo r ap p lica tio n s  fo r the license, (a) The 

com m issioners sha ll com m ence a public process to request app lications for a license 

u nder this chap te r as soon as practicable a lte r  the effective date o f  this chapter.

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

develop ing  the Request for applications jind  in evaluating

applications received under this chapter.

(c) The provisions o f  A 3 36.30 do not apply to requests for applications under 

this chapter.

See. 43.90.130. A p p lica tio n  re q u ire m e n ts . An application fo ra  license must 

be consistent w ith the term s o f  the request for applications un d er AS 43.90.120 and 

m ust

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

request for applications;

(2) provide a J ho rough description o f a  proposed natural gas pipeline 

p ro jec t for transporting natural gas from  the N orth Slope o f  this state to market, and 

wh ich  m av include niultiplfedesinn proposals, including d ifferent design proposal-. Ibr 

p ipe d iam eter, w all thickness and transportation capacity, ami w hich,shall in c lude

(A) Ihe route proposed for the natural gas pipeline w h ie ln n  iv.noj 

be the route described in AS 3X.35.OI 7(h);
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(13) the location o f  receipt and delivery  points and the :i/.c and 

design capacity  o f  the proposed natural gas pipeline a t the proposed receipt and delivery 

points, except that this inform ation is not required for in-state delivery  points unless 

the application proposes specific in-state delivery  points;

(C) an a n a lv s is flf  the project's econom ic and

technical v iab ility , including a description o f  all p ipeline access and ta riff  term s the 

appl i c a n I pi a n s to o ffe r;

(D) an econom ically and technically  v iable w ork plan, tim eline, 

and associated budget for developing and perform ing the proposed p ro jec t.in c lu ding 

field work, environm ental studies, design, and engineering, jm plcm cnting  practices for 

contro lling  carbon em issions from natural gas system s as established by the United States 

Environm ental Protection A gency, and  com ply ing  w ith all applicable state, federal, and 

international regulatory  requirem ents that affect the proposed project; the applican t shalj 

address the follow ing:

(i) i f  the proposed project involves a p ipeline into or 

through C anada, a  jlm rough description p f  tho applicant's plan to obtain 

necessary  righ ts-of-w ay and authorizations in C anada, a descrip tion  o f  

the transportation services to be provided  and a descrip tion  o f  rate 

m aking m ethodologies the applicant will propose to die regulatory 

agencies, and an estim ate o f  rates and charges to r all services;

(ii) i f  the proposed project involves m arine 

transportation o f  liquefied natural gas, a description o f  the m arine 

transportation services to be provided and a description o f  proposed 

rate-m aking m ethodologies; an estim ate o f  rates and charges for all

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

term s for liquefaction  services or. i f  third parties w ould perform  liquefaction 

serv ices,, iden tilica t’i u o f  the third parties and the te rm s ,applicable to the 

liquefaction services; a com plete description o f  the m arine segm ent o f  the projet 

including the proposed

ow nership , contro l, and cost o f  liquefied natural gas tankers. Ihe 

m anagem ent ol sh ipping services, liquefied natural gas export.
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destination, re-gasification facilities, and pipeline facilities needed for 

transport to m arket destinations, and the entity o r entities that would be 

required to obtain necessary export perm its and licenses or a certificate or 

am ended certificate o f  public convenience and necessity from the Federal Energy 

Regulatory Com m ission for the transportation o f  liquefied natural gas in interstate 

com m erce i f  U nited States m arkets arc proposed; and all rights-of-w ay or 

authorizations required from a foreign country;

(3) com m it that i f  the proposed project is within the ju risd ic tion  o f  the 

Federal Energy Regulatory C om m ission, the applicant will

(A) conclude, by a date certain  that is not later than 36 m onths 

a fte r the date the license is issued, a b inding open season that is consistent w ith

the requirem ents o f ,18 C .F.R . Part 157 Suhpart HL(Open Seasons for A laska Natural Gas 

T ransportation  Projects) and 18 C.F.R . 157.30 - 157.39;

(B) apply fo r Federal Energy Regulatory Com m ission approval 

to use the p re-filing  procedures set out in IS C.F.R. 157.21 by a date certain , 

and use those procedures before filing an application fo ra  certificate or

am ended certificate o f  public convenience and necessity, exce p t w here the p rocedures are 

not reuuired as a result u f  section 5 o f  the President's Decision issued pursuant to the 

A laska Natural Gas Transportation Act o f  1976; and

(C) apply fo ra  Federal Energy Regulatory Com m ission 

certifica te  or am ended certificate o f  public convenience and necessity  to 

au thorize the construction  and operation o f  the proposed project described in 

this section by a date certain;

(4) j f lh c  proposed project is within the jurisdiction o f  the 

R egulatory  Com m ission o f  A laska, ppm m it to

(A) conclude, by a date certain that is not later than 36 m onths 

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

the requirem ents o f  AS 42,06; and

(B) apply lo r  a  certificate it  am ended certificate o f  public convenience 

mid .. .v,. i ■ r.t'-nsb .e the construction and operation o f  the proposed project by a



(5) com m it tha t afte r (he first b inding open season, the applicant will 

assess the m arket dem and for additional pipeline capacity  at least every tw o years 

through public nonbinding  solicitations o r  sim ilar m eans;

(6) com m it to expand the proposed project in reasonable engineering 

increm ents and on com m ercially  reasonable term s that encourage exploration  and 

developm ent o f  gas resources in this state; in this paragraph,

(A) "com m ercially  reasonable term s" m eans that, subject to the 

provisions o f  (7) o f  this section, revenue from transportation contracts covers 

the cost o f  the expansion, including increased fuel costs and a reasonable 

return  on capital as au thorized  by the F ederal E nergy Regulatory Com m ission 

or the R egulatory C om m ission o f  A laska, as applicable, and there is no 

im pairm ent o f  the proposed project’s ability  to recover the costs o f  existing 

facilities;

(B) "reasonable engineering increm ents" m eans the am ount o f  

additional capacity  that could be added by com pression or a p ipe addition 

using a com pressor size o r  pipe size, as applicable, that is substantially sim ilar 

to the original com presso r size and pipe size;

(7) com m it that the applicant

(A) will propose and support Ihe recovery o f  m ainline capacity  

expansion costs, including fuel costs, from all m ainline system  users through 

rollcd-in  rates as prov ided  in (B) and (( ')  o f  this paragraph or through a 

com bination  o f  increm ental and rolled-in  rates as provided in (I)) o f  this 

paragraph;

(B) u  ill propose and support the recovery o f  m ainline capacity  

expansion  costs, includ ing  fuel costs, from all m ainline system  users through 

ro lled-in  rales; an applican t is obligated under tins subparagraph only  if  the 

rolled-in  rates w ould increase the rates

(i) not described in (n ) o f  this subparagraph by not m ore 

than 15 percent ab o v e  the initial m axim um  recourse rates for capacity  

acquired  before com m ercial operations com m ence; in this sub 

subparagraph, "in itial m axim um  recourse rates" m eans Ihe highest cost



bused rates for an y  specific transportation service set by (lie Federal 

Energy R egulatory C om m ission, the Regulatory C om m ission o f  

A laska, o r the N ational E nergy  Board o f  Canada, as appropriate, when 

the pipeline com m ences com m ercial operations;

(ii) by  not m ore than 15 percent above the negotiated 

rate for p ipeline capacity  on the date o f  com m encem ent o f  com m ercial 

operations w here the ho lder o f  the capacity  is not an affiliate o f  the 

ow ner o f  the p ipeline project; for the purposes o f  this sub 

subparagraph, "negotiated rate" m eans the rate in transportation 

service agreem ent that prov ides for a rate that varies from the o therw ise 

applicable cost-based rate, o r recourse rate, set out in a gas pipeline 's 

ta riff  approved by  the Federal Energy Regulatory Com m ission, the 

Regulatory C om m ission o f  A laska, o r the National Energy Board o f  

Canada, as appropriate; o r

(iii) for capacity  acquired in an expansion after 

com m ercial operations com m ence, to a level that is not more than 115 

percent o f  the volum e-w eighted  average o f  all rates collected by the 

project ow ner for p ipeline capacity  on the date com m ercial operations 

com m ence;

(C ) will, i f  recovery o f  m ainline capacity  expansion costs, 

including fuel costs, through rolled-in rate treatm ent would increase the rates 

for capacity  described  in (B ) o f  this paragraph, propose and support the partial 

roll-in o f  m ainline expansion costs, including luel costs, to the extent that rates 

acquired before com m ercial operations com m ence do not exceed the levels 

described in (II) o f  this paragraph;

(D) may, for the recovery o f  m ainline capacity  expansion costs, 

including fuel costs, that, under rollcd-in rate treatm ent, would result in rates 

that exceed the level in (B) o f  this paragraph, propose and support the recovery 

o f  those costs th rough any com bination  o f  increm ental and rollcd-in rates;

(hi) .will n o tg n te r  into a negotiated rate agreem ent that 

w ould preclude the applican t from co llecting  from any  shipper, including a

-7-
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sh ipper with a negotiated rate agreem ent, the rolled-in rates that are required to 

be proposed and supported by the applicant under (13) o f  this paragraph or the 

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

applicant under (C) o f  this paragraph;

(8) sta te how  the applicant proposes to deal with a North S lope gas 

trea tm ent p lant, regardless o f  w hether that p 'a n t is part o f  the applicant's proposal, and, 

to the extent that Jhe p lan t will be ow ned  entirely  o r in part by the applicant, com m .t 

to seek certifica te  authority  from the Federal E nergy R egu la to r/ C om m ission if  the 

proposed pro ject is engaged in interstate com m erce, or from the Regulatory 

C om m ission o f  A laska i f  the project is not engaged in interstate com m erce^for a 

North S lope gas treatm ent p lant that will be ow ned entirely  o r  in part by the applicant,

, fo r rate-making purposes, commit to value previously used assets that are part o f the gas 

treatment plant at net book value; describe Ihe gas treatment plant, including its design, 

engineering, construction, ownership, and plan o f  operation; the identity o f  any third 

party that w ill participate in the ownership or operation o f  the gas treatment plant; and the 

means by which the applicant w ill work to m inim ize the effect o f  the costs o f  the facility 

on the tariff;

(9) propose a percentage and total dollar am ount for the state’s 

m atching contribu tion  under AS 4 3 .9 0 .1 10(!)(A ) and (B) to be specified in the 

license;

(10) com m it Jo propose and support rates for the

proposed pro jec t and for any North S lope gas treatm ent plant that the applicant may 

ow n, in w hole o r in part, that are based on a capital structure for rate-m aking that 

consists o f  not less than 70 percent debt;

(11) describe the m eans / o r  preventing and junnaging  overruns in costs o f  the 

proposed project, /m d the m e asu res /o r  m inim izing the effects on ta rilfs /rp m  any 

overruns;

(12) com m it to provide p  m inim um  o f  live delivery  po in ts o f  

natural gas in this state;

(13) com m it to
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j (a). o ffer firm transportation service to delivery points in this state as part

o f  the ta riff  regardless o f  w hether any shippers bid successfully  in a binding open season 

for firm  transportation  service to delivery  points in this state;, and ______________
. . ( D e le te d : coinmil to

(b )f lt lc r  d istance-sensitive rates lo delivery  points in this state consistent ----------------------

with 18 C.F.R. 157.34(c)(8);

(14) com m it to establish a local headquarters in this sta te for the 

proposed project;

(15) to the extent perm itted  by law, com m it to

(A) h ire qualified  residents from throughout Ihe stale for 

m anagem ent, eng ineering , construction, operations, m aintenance, and other 

positions on the proposed project;

(13) contract w ith businesses located in Ihe state;

(C) establish  hiring facilities o r use ex isting  hiring  facilities in

the state; and

(D ) use, as far as is practicable, the jo b  centers and associated 

serv ices operated  by the D epartm ent o f  Labor and W orkforce D evelopm ent 

and an In ternet-based labor exchange system  operated by the state;

(16) w aive die right to appeal the rejection o f  an application as incom plete, the
! D e le te d : lo appcil

issuance o f a  license to another applican t o r jh e  determ ination under AS 43.90. ISO(b) that 

no application  m erits die issuance o f a  license;

(17) com m it to negotiate, before construction, a  project labor 

agreem ent; in this paragraph, "project labor agreem ent" m eans a com prehensive 

co llective bargain ing  agreem ent betw een the licensee or its agent and the appropriate 

labor representatives to ensure expedited construction with labor stability  for the 

p ro ject by qualified  residents o f  the state;

(1S) com m it that the state m atching contribution received by a licensee 

m ay not be included in the applicant's rate base, and shall be used as a credit against 

licensee's cost o f  service;

(19) p rov ide a detailed descrip tion  o f  the applicant, ;m d all /entities participating 

with the app lican t in the application and the project proposed by the applicant, and 

persons the applican t intends lo involve in the construction and operation o f  the proposed
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project; the description m ust include die nature o f  the affiliation for each person, the 

com m itm ents by  the person to the applicant, and other inform ation relevant to the 

com m issioners’ eva lua tion  o f  the readiness and ab ility  o f  the applicant to com plete the 

project presented in the application;

(2 0 )^demonstrate jh e  jrcadines.%and financial and technical ability, toTperl'orm the * 

activities specified  in the application, including the applican t 's  h istory in safety, health. 

and environmental com pliance and in /o l ln w ing jt detailed w ork plan, tim eline, and 

operation within an associated budget.

See. 43 .9 0 .i4 0 . In itia l ap p lica tio n  rev iew ; a d d itio n a l in fo rm a tio n  req u e s ts ; 

com ple te  ap p lica tio n s , (a) Upon expiration o f  die deadline fo r  the filing o f  applications 

under AS 43.90.130. foe com m issioners shall open  alj app lica tions and review  each 

application, jo  determ ine w hether it is consistent w idi the term s o f  the request for 

applications and m eets the requirem ents o f  AS 43.90.130. T he com m issioners shall reject 

as incom plete m isapplication that does not m eet jh e  requirem ents o f  AS 43.90.130,.

(b) To evaluate w hedier an application .should be rejected under (a) o f  this section, 

the com m issioners m ay rcqucstpdu itional inform ation rela ting  to the application.

(c) If, w ithin the tim e specified by the com m issioners, j he applican t fails to 

provide the additional inform ation requested under (b) o f  this section, o r subm its 

additional inform ation that is not responsive, the application,shall be rejected.

(d) F or an application  not rejected under .this section, the 

com m issioners shall m ake a determ ination that the application , including any 

requested additional inform ation, is com plete.

 fe) Fxccpt as p rovided under A S 43.90.150. a n d .after determ ining w hich

applications are com plete, the com m issioners shall m ake all app lications av a ilable to the 

legislature.

Sec. 43 .90.150. P ro p r ie ta ry  in fo rm a tio n  a n d  tra d e  secre ts , (a) A t the

request o f  tlte applicant, inform ation subm itted under th is chap icrjh .it the applicant 

identifies and dem onstrates is proprietary  or is a trade secret is confidential and not 

subject to public d isc losu re under AS 40.25, unless the applicant is granted a license 

under this chapter. A lte ra  license is aw arded, all inform ation subm itted by the
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licensee, Retained under this chapter and not determ ined by the com m issioners to he 

proprietary  o r  a trade secret, shall be m ade public.

(b) I f  the com m issioners determ ine that the inform ation subm itted by  the 

applican t is not p roprietary  o r is not a trade secret, the com m issioners shall notify  the 

applicant and return the inform ation ^ t  the request o f  tiie applicant.

( D eleted: anil

See. 43 .90 .160 . N otice, rev iew , a n d  co m m en t, (a) The com m issioners shall 

publish  notice and provide a 60-day  period for public review  and com m ent on all 

app lications determ ined  com plete under AS 43.90.140. Except as provided under AS 

4 3 .90.150. al I applications filed under this chap ter shall be m ade public , regardless o f  

w hether they are deem ed c o mplete.

(b) A pplications received under this chapter are not subject to public 

d isclosure under AS 40 .25 until the com m issioners publish notice under this section. 

H ow ever, inform ation that the com m issioners have determ ined is p roprie tary o r a  trade 

sec ret under, A S 43 ,90 .150  may not be m ade public even after the notice is published 

under (a) o f  th is section , except as .provided jn  AS 43.90.150. I f  inform ation is held 

p ro p rietary o r is j i  trade secret under AS 43.90.150, the applicant shall provide a 

sum m ary  o f  the ,confiden tia l inform ation that is satisfactory to Ihe com m issioners, and the 

com m issioners shall m ake the sum m ary  o f  the inform ation available to the public.

(e) W hen the com m issioners determ ine that the a pplications a re com plete under 

AS 43.90.140. inform ation provided by  an applicant to the com m issioners under this 

chapter, including inform ation determ ined  by the com m issioners to be confidential 

under AS 4 3 .9 0 .150, shall be disclosed to the legislative auditor, the fiscal analyst w ho 

serves as head o f  the legislative finance d ivision, pnd  m em bers o f  the legislature, and 

the ir respective a gen ts and contractors, on  request ami after the individual m aking the 

request signs a confidentia lity  agreem ent prepared by the com m issioners.

See. 43 .90 .170 . A p p lica tio n  ev a lu a tio n  an d  ra n k in g , (a) I he com m issioners 

shall evaluate a ll app lications determ ined to be com plete under AS 43,90.140, 

consider public com m ents received under AS 43.90.160(a), arid rank each application 

accord ing  to the net p resen t value o f  the anticipated cash flow to the state from the 

applican t's project proposal using the factors in (!>) o f  this section and w eighted hy the

\
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project's likelihood o f  success based on the com m issioners' assessm ent o f  the factors 

listed in (c) o f  this section.

(b) W hen evaluating the net present value o f  anticipated cash flow  to the state 

from the applicant's project proposal, the com m issioners shall use an undiscountcd 

value and, at a m inim um , d iscount rates o f  twojTive and eight percent, and  consider

(1) how quickly the applicant proposes to begin construction  o f  the 

proposed p ro jec t and how  quickly the project will com m ence com m ercial operation;

(2) the net back value o f  the gas determ ined by the destination m arket 

value o f  the gas and estim ated transportation and treatm ent costs;

(3) the ability  o f  the applican t to prevent o r reduce project cost 

overruns that w ould  increase the tariff;

(4) die initial design capacity o f  the applicant's project and the extent 

to w hich the design can accom m odate low-cost expansion;

______________ f5) the am ount o f  the m atching contribution b y the sta te under

AS 4 3 .0 0 .1 l(J(a)f I)(A1 and (B) proposed bv the applicant under AS 43 .90 .130(d);,

and

[f>) o ther factors found by the com m issioners to be relevant to the 

evaluation o f  the net present value o f  the anticipated cash How to the state.

(c) W hen evaluating  the project's likelihood o f  success, the com m issioners 

shall consider

(1) the reasonableness, specificity, and feasibility o f  the applicant's 

w ork plan, tim eline, and budget required to be subm itted under AS 43.90.130, 

including the applicant's plan to m anage cost overruns, insulate sh ippers from the 

effect o f  cost overruns, and encourage shippers to participate in the first binding open 

season;

(2) the financial resources o f  the applicant;

(3) the ability o f  the applicant to com ply with the proposed 

perform ance schedule;

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

controls, technical skills o r the ab ility  to obtain them , neeessaty  equipm ent o r the 

ability to ob ta in  the necessary equipm ent;

f D eleted: six

| D e le te d : ami 

^Deleted:,

I D e le te d :



(5) (lie applicant's record o f

(A) perform ance on projects not licensed under this chapter;

(B) in tegrity  and good business ethics; and

(6) o ther ev idence and factors found by the com m issioners lo be 

relevant to the evaluation  o f  the project's likelihood o f  suecess.

£ e e . 43 .90.180. N otice to the le g is la tu re  o f  in te n t to issue license; d en ia l o f  

license, (a) If, afte r consideration  o f  public com m ents received under AS 4 3 .9 0 .160(a) 

and evaluation o f  com plete applications under AS 43.90.170, the com m issioners 

determ ine that an application  proposes a project th a ttwiN sufficiently m axim ize the 

benefits to the people o f  this state and m erits issuance o f a  license under this chapter, 

the com m issioners shall

(1) issue a determ ination , w ith w ritten findings addressing the basis for 

the determ ination; the determ ination becom es a fii.al agency action  on the effective date 

o f  the legislative ap p ro v al under AS 4 3 .9 0 .190(b);

(2) publish  notice o f  intent to issue a license under this chapter with 

w ritten findings addressing  the basis for the determ ination; and

(3) forw ard the notice under (2) o f  this subsection, along with the 

findings, supporting  docum entation , and determ ination under ( I) o f  this subsection to 

the presiding o fficer o f  each house o f  the legislature for action as provided in

AS 43.90.190.

(b) If, after evaluation o f  com plete applications under AS 43.90.170, the 

com m issioners determ ine that no application sufficiently  m axim izes the benefits to the 

people o f  this sla te and m erits issuance o f a  license under this chapter, the 

com m issioners shall issue a w ritten finding that addresses the basis for that 

determ ination.

(c) I he com m issioners ' determ ination under (b) o f  this section is a final 

agency action.

Sec. 43 .90 .190 . L eg isla tive  a p p ro v a l; issuance  o f license, (a) A fter the 

presid ing o fficer o f  each house o f  the legislature receives a determ ination from the 

com m issioners under AS 4 3 .90 .1 St), the rules com m ittee o f  each house o f  the 

legislature shall introduce a hill in the com m ittee 's respective cham ber that provides
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for the approval o f  the license proposed to be issued by the com m issioners.

(b) I f  a bill approving the issuance o f  the license passes the legislature within 

60 days after the last date a presiding officer receives a determ ination  by the 

com m issioners under AS 43.90.180, the com m issioners shall issue the license as soon 

as practicable afte r the effective date o f  the A ct approving the issuance o f  the license.

(c) N otw ithstanding a legislative rule that prohibits the carryover o f a  bill after 

the end o f a  specia l session  or after the end o f a  regular session o f  a legislature, a bill 

in troduced under (a) o f  th is section that is not passed  or not w ithdraw n, defeated, 

vetoed, o r indefinitely  postponed shall be carried over to any subsequent regular or 

special legislative session  convened during the 60-day period described in (b) o f  this 

section in the sam e reading o r status it was in at the time o f  adjournm ent. H ow ever, a 

bill in troduced under (a) o f  this section m ay not be carried over to the first regular 

session o f a  legislature.

(d) I f  the leg isla ture fails to approve the issuance o f  the license, the 

com m issioners

(1) m ay not issue the license diat the legislature failed to approve, and

(2) m ay request new  applications for a license under AS 4 3 .9 0 .120.

Sec. 43.90.200. C ertifica tion  by regula tory au thority  and p ro ject sanction.

(a) A licensee that is aw arded a certificate o r  am ended certificate o f  public 

convenience and necessity  from a regulatory  agency with jurisdiction o v e r the pro ject, 

shall accept the certifica te  or am ended certificate w hen jhe  order granting the ce rtificate 

is no longer subject In ju d ic ia l review  o r earlier a t the licensee’s dierelion.

(b) I f  the licensee has credit support sufficient to finance construction  o f  the 

pro ject through ow nersh ip  o f  right:' to produce and market gas resources, firm 

transportation com m itm ents, o r governm ent financing, the licensee shall sanction the 

project w ithin one year afte r the effective date o f  the certificate or am ended ce rtificate o f  

public convenience and necessity  issued by the regulatory agency w ith jurisdiction over 

the project,

(e) If the licensee does not have credit support sufficient to finance 

construction  o f  the project through ow nership  o f  rights to produce and m arket gas 

resources, firm transportation  com m itm ents, o r  governm ent financing, the licensee
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shall sanction the pro jec t bv the later of;

_____________________ (i) two years a lter the effective date o f  the certificate o r am ended T

certificate o f  public convenience and necessity  issued by the regulatory agency with 

jurisdiction over the nro iec t^or

_____________________ (ii) five years after the conclusion o f  the first open season o f  the

project.

(d) I f  the licensee fails to sanction the p ro jec t/is  required under this 

section, the licensee shall, upon request by the state ,

(1) seek approval from the Federal Energy R egulatory C om m ission or 

the.R egulatory C om m ission o f  A laska, as a p p licable, to abandon and transfer the 

certificate o r am ended  certificate to the sta te or the slate's designee; and

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

contracts, perm its, and o ther data related to the pro jec t that are acquired by the licensee 

during the term o f  the license before jh e  date o f  the abandonm ent or transfer.

(e) T he transfer a nd assignm ents under fd ) o f  this section /is a result o f  failure to 

com ply with (a) o r (b) o f  this section is at no cost to  the state o r the state's designee. A 

transfer under (c) o f  this section is at the licensee's net cost.

(1) Jn  this section ,,‘‘effective date o f  the certificate or am ended certif ica te" ,, 

/u ean s the date.the o rder granting  the certificate is no longe r  subject to judicial rev iew or 

earlier at the licensee’s d ic re tio q

See. 43 .90.210, A m en d m en t u f  o r  m o d ifica tio n  to the  p ro je c t p la n . Subject 

to the approval o f  the com m issioners, a licensee m ay am end or m odify its project plan 

i f  the am endm ents o r m odifications im prove the net present value o f  the project to the 

state, are necessary  because o f  an order or requirem ent o f a  regulatory attencv with 

ju risd ic tion  over the project o r an  o rder issued by the A laska O il and Gas 

C onservation C om m ission , o r are necessary as a result o f  changed circum stances 

outside the licensee's control and not reasonably  foreseeable before the license was 

issued. An am endm ent o r m odification approved under this section m ust be consistent 

w ith the requirem ents o f  AS 4 3 .9 0 .130 and, except for an am endm ent or m odification 

required because o f  an  o rder or requirem ent o f a  regulatory agency  w ithjurisuiicjion oyer 

the project or issued by the A laska O il and G as Conservation
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| C om m ission, m ay not substan tia lly  dim inish the ,value o f  the pro ject to the state o r the 

project's likelihood o f  success.

Sec. tl3.90.220. R e co rd s , r e p o r ts ,  cond itions, an d  a u d it  r e q u ire m e n ts , (a) A 

licensee shall m aintain com plete and accurate records o f  all expenditures and 

com m itm ents o f  sta te m oney received under this chapter, including receip ts and 

records show ing the paym ent o r  cost o f  purchased items and services, the nam es and 

addresses o f  the sellers and serv ice providers, and the dates o f  serv ice o r delivery.

(b) Upon reasonable notice, the com m issioners m ay audit die records, books, 

and files o f  the en tity  receiv ing  the slate m oney or m aking die expenditures and 

com m itm ents o f  m oney received from  the state under this chapter.

(c) T he com m issioners m ay do die following with respect to inform ation 

relating to the project: conduct hearings o r other investigative inquiries; com pel the 

attendance o f  w itnesses and  production  o f  docum ents; and require the licensee to 

furnish inform ation in paper copy  or electronic format.

(d) A fter a  license lias been issued and until com m encem ent o f  com m ercial 

operations^ the licensee sha ll a llow  die com m issioners to

[ l j  have a represen tative present at all m eetings o f  the licensee's 

governing body o r  bodies and equity  holders that relate to the project:,,

(2j_receive all relevant notices when and as issued_and in form ation sent to 

the govern ing  body  and equity  ho lders;

(3) enjoy the sam e access lo inform ation about the licensee as the 

governing body m em bers and equity  ow ners rec e iv e ;an d ,

(4) receive .relevant reports o r inform ation from the licensee that the 

com m issioners reasonably  request.

All p ro p r ie ta ry  p r  privileged in fo rm a t ion  o r  trade  secrets received b y  die s ta te  u n d e r  this 

subsec t ion  sh a l l n o t  b e su b ject  to  p u b lic d isc losu re  u n der  AS 40 .25 .

(e) A licensee shall m ain ta in  the records and reports required under this 

section for seven years from  the date the licensee receives state m oney  under this 

chapter.

See. 43.90.230. L icense  v io la tio n s ; dam ages, (a) A licensee is in violation o f  

the license if  the com m issioners determ ine that the licensee has
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(1 )Requested and received m oney from  the state under this chapter fo r/m  

expenditure that is no t a qualified expenditure u n d e r/ \S  43.90.110;

(2) except as required to conform  w ith a requirem ent o f a  regulatory 

auencv with ju risd ic t ion over the project, substan tia lly  departed from the specifications 

se t out in the application  w ithout state approval o f a  project plan am endm ent or 

m odification under AS 43.90.210;

(3) v iolated any provision o f  this chap ter o r any other provision o f  

state o r  federal law  m aterial to the license;

(4) failed to accept a certifica te  as required bv A S 43.90.200(a) o r failed to

sanction the project as required by AS 43.90.200(b); o r

(5) o tlu n v ise  violated a m aterial term  o f  the license.

(b) T he com m issioners shall provide w ritten notice to the licensee identifying 

a license violation. T iie com m issioners and the licensee have 90 days after the date the 

notice is issued to resolve the violation inform ally.

(c) The com m issioners m ay suspend d isbursem ent o f  state m atching 

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

under (b) o f  this section is sent to the licensee. The com m issioners m ay resum e 

d isbursem ent on  the date that the com m issioners determ ine that the violation is cured.

(d) I f  the com m issioners and the licensee are unable to resolve the violation 

w ithin the tim e specified in (b) o f  this section, the con m issioners shall,p rov ide

the licensee w ith notice jh a t the violation has not been cured and provide the opportunity  

for the licensee to be heard. If. after notice and hearing, the com m issioners determ ine that 

the violation has not been cured, the com m issioners d u ll  issue a w ritten decision .that is a ,  

final adm in istra te  enaction for purposes o f  appeal to the superio r court in the state;

(e) I f  the determ ination issued under (d) o f  this section finds an unresolved 

violation, the com m issioners may im pose one or m ore o f  the follow ing remedies:

(1) d iscontinuation o f  state m atching contributions under this chapter;

(2) recoupm ent o f  state m oney that the licensee has received under this 

chapter to date, w ith interest, regardless o f  w hether the licensee has expended o r 

com m itted that m oney;

(3) license revocation:
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(4) assignm ent (o the sta te o r the slate's designee o f  all engineering 

designs, contracts, perm its, and other data related to the project that arc acquired by 

the licensee during the term o f  the license; and

(5) any other rem edies provided by law o r in equity.

See. 43 .90.240. A b a n d o n m e n t o f p ro jec t, (a) If  the com m issioners and the 

licensee agree that Ihe project is uneconom ic, the project sha ll Jbe abandoned, the 

inducem ents prov ided  for in AS 43.90.110 te rm inate  and, except for requirem ents 

im posed on the licensee under (g) o f  this section and AS 43.90.220, the state and the 

licensee no longer have an,obligation ,under this chapter with respect to the license .

(b) I f  the com m issioners and the licensee do not agree that the project is 

uneconom ic, the d isagreem ent shall be settled by arbitration adm inistered by the 

A m erican A rb itra tion  A ssociation under the substantive and procedural laws o f  this 

state, and judgm ent on  the aw ard rendered by the arbitrators m ay be entered in a 

superior court in the state. In the event o f  arbitration, each party  shall select an 

arbitrator from the A m erican A rbitration A ssociation’s National Roster, and the two 

arbitrators shall appoin t a third arb itra tor from the American A rbitration A ssociation 's 

National Rosier w ho shall serve as the chair o f  die three-m em ber arbitration panel. If 

the arbitration panel determ ines that the project is

(1) uneconom ic, the state and the licensee no longer have any 

obligations under this chapter with respect to the license, except for requirem ents 

im posed on the licensee under (g) o f  this section and AS 43.90.220; or

(2) not uneconom ic, the obligations o f  the licensee and the slate 

continue as provided un d er this chapter and the license.

(c) i he arb itra tion  panel in (b) o f  this section shall make a determ ination that 

the project is uneconom ic only i f  the panel finds that the party claim ing the project is 

uneconom ic has proven  by a p reponderance o f  the evidence that the

(1) pro ject does not have credit support sufficient lo finance 

construction  o f  the pro ject through firm transportation com m itm ents, governm ent 

assistance, or o the r external sources o f  financing; and

(2) p red ic ted  costs o f  transportation at a 100 percent load factor, when 

deducted from predicted  gas sales revenue using publicly available predictions o f
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future gas prices, would result in a producer rate o f  return that is below  the rate 

typically  accepted  by a prudent oil and gas exploration and production com pany for 

increm ental upstream  investm ent that is required to produce and deliver gas to the 

project.

j(,d) I f  the state m akes a paym ent lo (he licensee under AS 43.90.440, the 

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

obligations under this chapter with respect to the license, except that Ihe licensee m ust 

com ply  with the

(1) requirem ents im posed on the licensee un d er AS 43.90.220 

regarding state m oney received by the licensee before the license was considered 

abandoned; and

(2) requirem ents o f  AS 43.90.440.

(js) I f  the com m issioners and the licensee jagrcc th a t the profect is Uneconomic or 

an arbitration panel m akes a final determ ination  that the pro ject is uneconom ic, the 

licensee shall, upon the s la te ’s req u est,/ran sfer to the state o r the slate's designee all 

eng ineering designs, contracts, perm its, and other data related to the project that are 

acquired  by the licensee during the term o f  the license upon reim bursem ent by the state 

o f  the net am ount o f  expenditures incurred and paid by the licensee that are qualified 

expenditures for Ihe purposes o f  AS 43.90.110.

See. 43.90.250. A laska G aslin e  In d u c e m e n t A ct c o o rd in a to r , (a) There is 

created  in the o ffice  o f  the go v ern o r the position o f  A laska G asline Inducem ent A ct 

coordinator. A dm inistra tive support for the position  shall be provided by the o ffice  o f  

the governor. T he position  shall continue until one year after com m encem ent o f  

com m ercial operations o f  the project,

(b) llte  governor shall appoin t a person to the position o f  A laska G asline 

Inducem ent A ct coordinator. The individual serv ing  as the A laska G asline Inducem ent 

A ct coord ina to r m ay he rem oved from the position  al the discretion  o f  the governor.

See. 43.90.2h0. K xpcditcd  rev iew  a n d  ac tion  by  s ta te  agencies, (a) A, 

rev iew ,conducted  and action, taken by a state agency  relating  to jh e  project shall be 

expedited  in a m anner consistent with tlte com pletion  o f  the necessary  approvals in 

accordance with this chapter.
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(h) N otw ithstanding any contrary provision o f  luw, a state agency may not 

include in any pro jec t certificate, right-of-w ay, perm it, o r other authorization issued to 

| the licensee a, term  o r condition that is not required by law  if  the .coordinator determ ines 

that the term o r condition would prevent o r

im pair in any significant respect the expeditious construction and operation or 

expansion o f  tiie project.

(c) Unless required by law, a state agency may not add to, am end, o r abrogate 

any certificate, right-of-w ay, perm it, o r o ther authorization issued to a iicensee i f  the 

.coordinator determ ines that the action would prevent

o r im pair in any sign ifican t respect the expeditious construction, operation, o r 

expansion o f  the project.

A rtic le  3. R eso u rce  In d u ce m en t.

Sec. •<3.90.300. Q u alifica tio n  fo r  reso u rce  in d u cem en t, (a) N otw ithstanding 

any  contrary provision o f  law, a lessee or o ther person that dem onstrates to the 

sa tisfaction  o f  the com m issioners that the person has com m itted to acquire firm 

transportation capacity  in the first b inding open season o f  the project is qualified  to 

receive the resource inducem ents set out in AS 43.90.310 and 43.90.320 for .gas p roduced  

on the North Slope and shipped in firm  transportation capacity  acquired in the first 

binding open season  o f  the project. T he inducem ent in AS 43.90.310 is contractual.

(b) A gas p roducer receiving a voucher under AS 43.90.330 is qualified  to 

receive the resource inducem ent in AS 43 .90.310 and 43.90.320 for the gas shipped in 

the firm  transportation capacity  described in the voucher for the period described in 

AS 43.90,330.

Sec. 43 .90.310. R oyalty  in d u c em e n t, (a) Before the ,start.o f the first 

b ind ing  open season to be conducted by the licensee, the com m issioner o f  natural 

resources shall adopt regulations jh.it establish a m ethod lo determ ine the m onthly value 

o f  the state 's royally  share o f  gas production  and establish terms under w hich the state 

w ill exercise its right to sw itch betw een taking its royalty in value or in kind for gas 

com m itted  for firm  transportation in the first b inding open season o f  the project or 

shipped in the firm transportation capacity  described in a voucher received by  the gas 

producer under AS 43.90.330, I lie regulations must
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(1) m inim ize retroactive adjustm ents to the m onthly  value o f  die state's 

royally  share o f  gas production;

(2) p rovide a m ethod fo r  estab lish ing  a fair m arket value for each 

com ponent o f  the state 's royalty gas that,is based on pricing data from reliable and w idely 

available industry trade publications and tliuUiscs appropriate adjustm ents to reflect

(A) deductions for actual and reasonable transportation costs 

for the slate 's royally  gas, including a Reasonable share o f  the costs associated with 

unused capacity  com m itm ents on uas pipelines f.o in  the N orth S lope ,

to the first destination  m arket w ith reasonable m arket liquidity;

(B) location differentials betw een the destination markets 

w here N orth S lope gas could be sold;

(C) reasonable and actual costs for gas processing; for purposes o f  

th is subsection , "gas processing" means p osi-pr uluction treatm en t o f  atus to extract 

natural uas liquids; and

(D) deductions perm itted under the 1980 Royalty  Settlem ent 

A greem ent for P rudhoe B ay gas; and

(3) estab lish  term s under which the state will exercise its authority  to 

sw itch  betw een taking its royally gas in value and in kind to ensure that the state's 

ac tions do not unreasonably

(A) cause the lessee or o ther pcrso i to b ea r d ispropi rtionate 

transportation costs with respect to the state's royalty  ga: ■

(B) interfere w ith the lessee's o r  o ther person 's 1 'iig-terni 

m arketing  o f  its production.

(b) If  a lessee o r other person qualitied  for resource inducem ent under 

AS 43.90,300 agrees under (c) o f  this section, the lessee or o ther person is entitled to 

elect

1 11 to calculate its gas royalty  obligation under the regulations adopted 

under (a) o f  this section lo r natural gas transported on a lin n  contract g x eo ited  

during  the pro jec t’s liist b inding open season o r under the m ethodology set out in the 

existing  leases from  w hich the gus is produced, and

(A) upon the request o f  the lessee, the com m issioner ofiiatiir.il
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resources shall con tractually  am end the existing lease lo e f fect the election 

under this paragraph and  incorporateps fixed contract term s the relevant regulatory 

provisions; and

(B) tiie election under this subsection rem ains in effect until 

new  regulations arc adopted as a result o f a  review  under (d) o f  this section, at 

w hich time, a lessee o r  o ther person qualified under AS 43.90.300 m ay change 

its election under this .subsection; upon the request o f  the lessee, the 

com m issioner o f  natural resources shall con tractually  am end the lease to 

incorporate as fixed contract term s the relevant revised regulatory provisions;

(2) to en ter into_a contract with the state that am ends the ex isting  lease 

term s Jiy providing..!,m echanism  that ensures that when the state exercises its right to 

sw itch between l.iki'm; its royalty  in value o r  in kind for gas com m itted for firm 

transportation in  the  firs t b ind ing  open season o f  the project, the lessee m n h e r  person 

shall not bear d isproportionate transportation costs with respect to the s ta te 's  royally gas; 

and m odify ing  the required period o f  notice that the state m ust provide before exercising 

the state 's right to sw itch betw een taking its royalty  in value o r  in kind for gas com m itted 

for firm traits' ination  in the first b ind ing  open season o f  the project;

to) lo  claim  the inducem ent under (b) o f  this section, a lessee or other 

p erson  qualified under AS 43 .90 .300 shall agree, on an application form provided by the 

D epartm ent o f  N atural Resources, that the lessee or other person, and the lessee’s o r other 

person 's affiliates, successors, assigns, and agcnt.^will not protest o r appeal a filing hy the 

licensee to roll in expansion co s 's  o f  the m ainline up to a level that is required in AS 

43.90.130(7). The agreem ent not to p ro test m ay not preclude the lessee o r o ther person , 

or the lessee's or e th e r  person’s affiliates, successors, assigns, and agents from  protesting 

a filing to roll in m ainline expansion costs that licensee is not required to propose am i 

support under AS 43.90.130(7),

(d) 1 he com m issioner o f  natural resources shall provide for review  o f  the 

regulations adopted under (a) o f  this section at least every two years afte r the 

com m encem ent o f  com m ercial operations ;o  determ ine w hether the 

regulations continue to m eet the requirem ents o f  (a )p f this section under curren t 

conditions, ami shall am end the regulations when (he requirem ents arc not being  met.
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(c) N o provision o f  this chapter precludes Ihe election set out in (b) o f  this 

section, nor m ay the com m issioner o f  natural resources assert any provision o f  any 

existing lease o r u n it agreem ent as precluding the elections set out in (b) o f  this 

section.

Sec, 43 ,90.320. G as p ro d u c tio n  tax exem ption , (a) I f  a person qualified  lor 

resource inducem ent under AS 43.90.300 agrees under (c) o f  tin's section, the person is 

entitled to an annual exem ption from the state's gas production tax in an am ount equal 

to the difference betw een the am ount o f  the person's gas production tax obligation 

calculated under the gas production tax in effect during that tax year and the am ount o f  

the person's gas production tax obligation calculated under the gas production tax in 

effect at the start o f  Ihe first b inding open season held under this chapter. I f  Ihe 

difference is less than zero, the gas production tax exem ption is zero.

(b) The exem ption under this section may be applied .within 10 years 

imm ediately fo llow ing com m encem ent o f  com m ercial operations ;m d 

only applied to production  taxes that are levied on North S lope gas shipped through 

firm transportation capacity  the person acquired during the first binding open season 

or shipped in the firm  transportation capacity  described in a voucher received by the 

gas producer under AS 43.90,330.

(e) Ih e  person  claim ing the exem ption under this section shall agree that the 

person, and the person’s affiliates, successors, assigns, and agents, will not protest or 

appeal a tiling by the licensee t< roll in m ainline expansion costs up to the level that 

the licensee is required  to propose and support under AS 43.90.130(7). I he agreem ent 

required under this subsection may not preclude the person, o r the person’s affiliates, 

successors, assigns, and agents, from protesting a filing to roll in m ainline expansion 

costs that the licensee is not required to  propose and support under AS 43.90.130(7).

£ d )! o rjm rpt 'c s  o f r|ijs section ,"gasproduction lux" means the lax on gas m

AS 4 3. >S
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holds on oil and gas lease on Ihe N orth Slope, m ay apply to the com m issioners for a 

voucher under this section. A voucher issued by the com m issioners m ust describe (lie 

lin n  transportation capacity  in the project to w hich the voucher is applicable.

(I)) A voucher issued by  the com m issioners under this section entitles the 

ho lder o f  the voucher to the resource inducem ents in AS 43.90.310 and 43.90.320 for 

gas sh ipped in the firm  transportation  capacity  acquired by the person applying for the 

voucher during the first b ind ing  open  season  o f  the project and described in the 

voucher. T he voucher m ay be transferred to a gas producer that has a binding 

ob ligation  to sell gas to the person transferring the voucher under a gas purchase 

agreem ent.

(c) A gas producer ho ld ing  a voucher m ay claim  the resource inducem ents for 

gas shipped through the firm transportation  capacity  described in the voucher and  only 

on gas that is produced and delivered  to the purchaser on the North Slope. A gas 

producer m ay claim  the resource inducem ents under this subsection until the earlier o f  

the term ination o f  the binding gas purchase agreem ent o r the expiration o f  the 

inducem ents by operation o f  law.

fd) 1 he person that receives a ym icher under this section, amd a  gas 

producer I hat receives resource inducem ents under a voucher, shall a uree that the no rson 

n r g a s  producer, md their respective affiliates, successors, assignsjor agents will not 

p rotest o r appeal a filing hy  the  licensee to roll in m ainline expansion co s ts up to the level 

that the I .msec is  required  to propose anti suppo rt under AS 43.90 I >0(7) I he 

agreem ent required under this subsection m a y  not preclude the p e r so n  o r gas p roducer or 

the ir respective affilia tes, successors, assigns o r  agents, from protesting a tiling to roll in 

m ainline exp msiou ost;  that the licensee i> not required to propose and xuppoit under 

S S  4  3 9 0 .|  3 0 ( 7 )

A rtic le  4. M isce llaneous P rovisions.

Sec. 43.90.400. A lask a  ( ia s l in c  In d u ce m en t A ct m a tch in g  c o n tr ib u tio n  

fu n d ; d isb u rse m e n ts ; a u d its , (a) T here is established in the general fund an A laska 

( ias lin e  Inducem ent A ct m atching contribu tion  fund. Ih e  fund consists o f  m oney 

appropriated  to it by the legislature fo r disbursem ent to pay Ihe state's m atching



contributions under AS 43.90.110. M oney appropriated to the fund may be spent for the 

purposes o f  the fund w ithout further appropriation. A ppropriations to the fund do not 

lapse under AS 37.25.010, but rem ain in the fund for future disbursem ents. N othing in 

this sub,section creates a ded icated fund.

(b) The D epartm ent o f  Revenue shall m anage the fund, and m ay invest m oney 

in the fund so as to yield com petitive market rates as provided in AS 37.10.071. 

in c om e earned on ih e  fund shall be accounted for separately and m ay be appropriated 

annually to the fund,

(c) T he com m issioners shall adopt regulations that provide for application to 

receive m atching contributions for qualified expenditures as provided under

A S 43.90.110, and that provide for periodic audits o f  Ihe use o f  m oney disbursed as 

m atching contributions under this chapter.

(d) W ithin 10 days after the convening o f  each regular session o f  the 

legislature, the com m issioners shall subm it to the legislature a report that lists jhe  

disbursem ents from  the fund ̂ luring the preceding fiscal year with a written justification  

.for each disbursem ent and the projected  am ount o f  m oney that will be Required for 

.contributions in  each  o f  the next three fiscal years,

Sec. 43.90.410. R eg u la tio n s. The com m issioners may jo in tly  adopt or am end 

regulations for the purpose o f  im p1 m icating the prov isions o f  this chapter. The 

com m issioner o f  revenue and il m nissioner o f  natural resources m ay adopt o r  am end 

rcm il,’.lions adopted  under autho rity ou tside o f  this chapter a s necessary to im plem ent the 

pi i>yisions o f  this chapter^

Sec. 43.90.420. S ta tu te  o f  lim ita tions. A person m ay not bring a judicial 

action challenging the constitu tionality  o f  this chapter, o r th e  constitutionality  o f a  license 

issued under this chap ter unless the action is com m enced in a court o f  the state o f  

com petent ju risdiction  w ithin 90 days a lte r  the date that a license js  issued.

See. 43.90.430. In te re s t. W hen a paym ent due to the state under this chapter 

becom es delinquent, the paym ent bears interest at the rate applicable to a delinqtiengtax 

under \S  43 05 2 2 5 ,^ ,

Sec. 43.90.440. L icensed  p ro jec t a ssu ra n ce s , (a) I xcept as otherw ise 

provided in this chapter, th e  state grants a licensee assurances that the licensee has
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exclusive en joym ent o f  the inducem ents provided under this chapter before the 

com m encem ent o f  con  niercial operations,, If, before the com m encem ent 

o f  com m ercial operations, the state extends to another person preferential 

royalty  o r tax treatm e it o r  grant o f  stale m oney for Ihe purpose o f  facilitating the 

construction o f a  com peting  natural gas p ipeline project in this state, and if  the 

licensee is in com pliance w ith  the requirem ents o f  the license a rd  w ith the 

requirem ents o f  sta te  and 1 :dcral statutes and regulations relevant to the project, the 

licensee is entitled  to p a y m m t from the state o f  an am ount equal to three tim es the 

total am ount o f  the expend tures incurred and paid  hy the licensee that are qualified 

expenditures for the p u rp r  .es o f  AS 4 3 .9 0 .110 that the licensee incurred in developing 

the licensee's p ro je ’t before the date that the sta te  first extended preferential treatm ent 

to another person. T he paym ent under this subsection  is subject to 

appropriation . Upon paym en t by the state o f  the am ount owed under this section, the 

licensee shall, at no ad d itional cost to the state, assign to the state or the stale 's designee 

all engineering designs, contracts , perm its, and o ther data related to the project th a tTwere 

acquired hy the licensee during the term o f  the license. The paym ent under this 

subsection is in full sa tisfaction o f  all claim s the licensee may hrimz in contract, tort o r 

o ther law, related to Ihe events that cave rise to the payment.

(b) In this section,

(1) "com peting  natural gas p ipe line  project" m eans a project designed 

to accom m odate th roughput o f  m ore than 500,000,000 cubic feet a day o f  North S lope 

gas to m arket;

(2) "preferential royalty  or tax treatm ent" does not include

(A) the state 's exercise o f  its right to resolve disputes involving

royalties and taxes; or

(It) the state 's exercise o f  its right to m odify royalties as 

authorized hy law in effect on  the effective date o f  this sec tio n ;, md

(?) the rev iew , n roccssin ii and  facilitation  o f  pcnnit.s. jrghjs o f w ays .md 

authorizations by sta te  agencies in connection with a com peting natural gas pipeline 

pro ject shall not create any obligation  on die part >>f the stale under this section.

See. 4.3.90.450. A ssignm en ts , (a) A licensee m ay liunsfcr all o r part o f  the
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f

license, including (lie rights and obligations arising under the license, if, after 

publishing notice o f  the proposed transfer, providing notice lo the presid ing  officer o f  

each  house o f  the legislature, and providing a period o f  not less than 30 days for public 

review  and com m ent,

(1) the transfer is approved in w riting in advance by the 

com m issioners; and

(2) the transfer does not increase or dim inish  the obligations created by 

the license or d im inish the likelihood o f  success o f  the project o r the net present value 

o f  the license to the stale.

(b) N otw ithstanding the com m issioners' approval o f a  transfer o f  all o r part o f  

a license under (a) o f  this section, the transferor o f  the license rem ains subject to the 

requirem ents o f  AS 43.90.220 regarding all state m oney received by the licensee 

before the effective date o f  the transfer.

(c) A person  m ay transfer that person 's rights to the royalty  inducem ent under 

AS 43.90.310 and the gas production tax exem ption under AS 43 ,90.320 on ly  in 

connection  with a sale o r m erger that results in transfer o f  all the person’s assets in the
i Deleted: ofiMs stale

N orth S lo p e .a lo n u  with the person s firm  transportation capacity  con tracts in the protect. —i ------ — -  *— ■    I I Deleted: ■nctudini;

(d) Except for the transfer o f  a voucher to a p roducer under AS 43.90.330(b), 

a person receiv ing a voucher under AS 43.90.330 based on  the person 's acquisition o f  

firm  transportation capacity  in Ihe first binding open  season o f  the pro ject m ay transfer 

the voucher only  if  the transfer is in connection with the perm anent assignm ent by the 

person o f  100 percen t o f  the firm transportation capacity  acquired  in the first binding 

open  season o f  the project.

Sec. 43.90.460. C o n flic tin g  law s. N othing in this chapter shall be construed to 

repeal o r abrogate the adm inistrative, regulatory, or statu tory  procedures an d  functions 

o f  state and federal law govern ing  the developm ent and oversight o f a  project.

See. 43 .90.470, S ta te  p ip e lin e  em p lo y m en t d ev e lo p m e n t. I he com m issioner 

o f  labor and w orkforce developm ent shall develop a jo b  training program  that will 

provide training for A laskans in gas pipeline project m anagem ent, construction , 

operations, m aintenance, and other gas pipeline-related positions.

A rtic le  5. G en e ra l P rov is ions.
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See. 43.90.900. Defin itions. In this chapter, unless the context otherwise 

requires,

(1) "a ffilia te " means another person that controls, is controlled by, or is 

under common control with a person pnti includes a division that operates as a 

functional unit;

(2) "Alaska Gasline Inducement Act coordinator" means the person 

appointed under AS 43.90.250;

_______ (3) “ amended certificate”  means a certificate o f  public convenience and necessity

issued bv die federal Energy Regulatory Commission under authority o f  the Alaska 

Natura 1 Gas T ransportation Act o f  197b that is amended to comply with the terms o f the 

license.

_______ (4) “ applicant”  means a person, or groun ofnersons that tiles an application under

th is  chap ter:

^5) "commencement o f  commercial operations" means the first How o f 

gas in the project that generates revenue to the owners;

(fi) "co.iunissioners" means the commissioner o f  revenue and the 

commissioner o f  natural resources, acting jo in tly ;

(J) "control" means the possession o f  ownership interest or authority 

sufficient to, d irectly or indirectly, and whether acting alone or in conjunction with 

others, Jirect or cause the direction o f  the management or policies o fa  company, and 

is rebuttably presumed i f  the voting interest held is 10 percent or more;

CS) "equity holder" means the

(A ) stockholders o fa  corporation;

(11) members o fa  lim ited liab ility  company;

(C) partners o fa  partnership;

(D ) jo in t venturers o f  a jo in t venture;

(E) members o fa  governmental authority and sim ilar persons;

or

( I )  holders o f  any other entity or person;

.(.*>) "gas treatment plant" means a facility downstream o f the point o fpm diie tipn 

that conditions mis and removes non-hydrocarbon substances from the gas lor ihe
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purpose o f  rendering ihe gas acceptable Tor tender and acceptance into a mis pipeline 

system ; T

(10) "governing body" m eans a corporation 's board o f  directors, a 

lim ited  liability com pany's m anaging m em bers, a partnership 's general partners, a jo in t 

ven turer's jo in t v •nturers, a governm ental authority 's board or council m em bers, and 

s im ila r entities;

XU.) "lease" m eans an oil and gas, o r gas, lease issued by  this state;

CL?) "lessee" m eans a person that holds a w orking interest in an oil and 

gas, o r gas, lease issued by this state;

(13) "license" m eans a license issued under this chapter;

(14) "licensee" m eans the holder o f a  license issued under this chapter 

and  all affiliates, successors, assigns, and agents o f  the holder;

(13) ‘‘net p resent value” m eans the discounted value o f a  future 

s tream  o f  cash How.

(16) "N orth  S lope" m ean sjh a t part o f  the stale that l ic ^ Np rth o f  68 degrees North 

latitude;

 (17) "o p e n scu  on" m eans the process that com plies with 18 C .F .R.

P art 157. Subpart B (O pen Se a sons lo r A laska N atural Oas T ransportation Projects): 

 (18) “ po int o f  prod u c t io tt"  has m ca n i ng. set forth in A S 43 .55.900(20).

(19) "pro ject" m eans a natural gas p ipeline project authorized under a 

license issued under this chapter;

(20) "p roprietary" means that the information is treated hv the

applicant as confidential and the public disclosure o f  that information would adversely 

affect the competitive position o f  the applicant or materially  d iminish the commercial 

value o f  the inform aticn to Ihe applicant

(2.1) "recourse rates" m eans cost-based rates with a  m inim um  and 

m axim um  range that are approved by the Federal Energy Regulatory C om m ission, the 

R egulatory C om m ission o f  A laska, or the N ational Energy B oard o f  C anada, as 

appropriate, and set out in the pipeline 's tariff; "recourse rates" includes ' dy  those 

rates that the p ipeline m ust m ake available to all shippers;

(2.2) "sanction" means financial commitments to go forward with the
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project as evidenced by entering into firm financial commitments o f  at least 

S 1,000,000,000 with third parties;

  123) “ trade secret” lias the meaning set forth in AS 45.50.940(3).

Ĉ ,4) "under common control with" has the meaning given "control" in 

this section;

(?¥5) "unit agreement" means an agreement executed by the working 

interest owners and royalty owners creating the unit.

Sec. 43.90.990. Short  title. This chapter may be cited as the Alaska Gasline 

Inducement Act.

* Sec. 2. AS 36.30.850(b) is amended by adding a new paragraph to read:

(45) contracts for an arbitration panel to determine whether a project is 

uneconomic under AS 43.90.240, and contracts for the development o f  application 

provisions for licensure and for the evaluation o f  those applications under AS 43,90.

* See. 3. AS 39.25.110 is amended by adding a new paragraph lo read:

(41) the Alaska Gasline Inducement Act coordinator appointed under

AS 43.90.250.

* See. 4. AS 40.25,120(a) is amended to read:

(a) livery person has a right to inspect a public record in the state, including 

public records in recorders' offices, except

(1) records o f  vital statistics and adoption proceedings, which shall be 

treated in the manner required by AS 18.50;

(2) records pertaining to juveniles unless disclosure is authorized by

law;

(3) medical and related public health records;

(4) records required to be kept confidential by a federal law or 

regulation or by state law;

(5) to the extent the records are required to be kept confidential under 

20 U.S.C. 1232g and Ihe regulations adopted under 20 U.S.C. I232g in order to secure 

o r  retain federal assistance;

(6) records or information compiled for law enforcement purposes, but

| Deleted: IS 
Deleted: 3

( Deleted: 17
(Deleted: 2

-30-



only  lo ihe extent that the production o f  ihe law enforcement records or information

(A) could reasonably be expected to interfere with enforcement

proceedings;

(13) would deprive a person o fa  right to a fair trial or an

impartial adjudication;

(C) could reasonably be expected to constitute an unwarranted 

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

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

confidential source;

(E) would disclose confidential techniques and procedures for 

law enforcement investigations or prosecutions;

(F) w o u f  disc lore guidelines for law enforcement 

investigations or prosecutions i f  the disclosure could reasonably be expected to 

risk circumvention o f  Ihe law; or

(G) could reasonably be expected to endanger the life or 

physical safety o f  an individual;

(?) names, addresses, and other information identifying a person as a 

participant in the Alaska Higher Education Savings Trust under AS 14.40.802 or the 

advance college tuition savings program under AS 14.40.803 - 14.40.817;

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

lead lo the disclosure o f a  component in the process used to execute or  adopt an 

electronic signature if  the disclosure would or might cause the electronic signature to 

cease being under the sole control o f  the person using it;

(9) reports submitted under AS 05.25.030 concerning certain 

collisions, accidents, or other casualties involving boats;

(10) records or information pertaining to a plan, program, or 

procedures for establishing, maintaining, or restoring security in the state, or to a 

detailed description or evaluation o f  systems, facilities, or infrastructure in the state, 

but only to the extent that the production o f  the records or information

(A) couL  reasonably be expected to interfere with the 

implementation or enforcement o f  the security plan, program, or procedures;



(B) would disclose confidential guidelines for investigations or 

enforcement and the disclosure could reasonably be expected to risk 

circumvention o f  the law; or

(C) could reasonably be expected to endanger the life or 

physical safety o f  an individual or to present a real and substantial risk to the 

public health and welfare;

(11) the written notification regarding a proposed regulation provided 

under AS 24.20.105 to the Department of  Law and the affected state agency and 

communications between the Legislative Affairs Agency, the Department o f  Law, and 

the affected state agency under AS 24.20.105^

(12) records that are

(A) proprie tary , in iv ilc:?ed or  a trade secret in accordance with 

AS 43.90.150 nr AS 43.9l).22l)(d):

(B) applications that a rc  received under AS 43.9(1 until 

notice is published under AS 43.90.Ki0.

* Sec. 5. The uncodificd law o f  the State o f  Alaska is amended by adding a new section 

to read:

FIRST REQUEST FOR APPLICATIONS FOR THE LICENSE. It is the intent o f  

(he legislature that the first request for applications for the license by the commissioners 

under AS 43,90.120, enacted in see. I o f  this Act, be issued within 90 days after the 

effective date o f  this Act.

* Sec. 6. The uncodificd law o f  the State o f  Alaska is amended by adding a new section 

to read:

EXPEDITED CONSIDERATION OF COURT CASES. It is the intent o f  the 

legislature that the courts o f  the state, when considering a case related to the development 

and construction o f a  natural gas pipeline under this Act or to the commitment o fa  

shipper to acquire firm transportation capacity during the first binding open season for a 

project developed under this Act, expedite the resolution o f  the case by giving the case 

priority over .ill other civil cases to the extent permitted under he Alaska Rules o f  Court.



* Sec. 7. The uncodified law o f  the State o f  Alaska is amended by adding a new section 

to read:

SEVERABILITY. Under AS 01.10.030, if any provision o f  this Act, or the 

application o f  it to any person or circumstance, is held invalid, the remainder o f  this Act 

and the application to other persons or circumstances are not affected.

Sec. 8. AS 38.05.020(h) is amended by adding a new paragraph to read:

(10) exercise the powers and do the acts i ccessarv to carry out the provisions and 

objectives o f  AS 43.90 that relate to lhis chapter;

Sec. 9. This Act takes effect immediately under AS 01.10.070(c).
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STATE OF ALASKA
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FISCAL NOTE II 7

BILL VERSION: CSSB 1CM(JUD)

ANALYSIS: (continued)

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

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

FY 08 G as l in e  P ro jec t  B u d g e t  R e q u e s t :  S 6,500.0 GF

1. Pipeline Training Center________________ 5 4.100.0 GF
This would fund a grant to the Alaska Works Partnership to build and equip a comprehensive pipeline 
trades training facility in Fairbanks. The facility would contain classroom and shop sp ace  for pipeline trades 
training c lasses .  The cen ter  will also include a  g a s  com pressor training module. Trades to be trained would 
include but not be  limited to pipefitters, heavy equipment operators, plumbers, carpenters, m echanics and 
electiicians. It is estim ated that up to 8,000 Alaskans will be trained at this facility through FY 13.

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

Commissioner's Office, Gasline Workforce Plan S 275.0 GF
Funding to retain experts  to assis t  the Commissioner and the Woikforce Investment Board in developing a 
com prehensive Gasline Wc kforce Development strategy. Areas of technical a s s is tance  include Innovative 
training strategies, training technology upgrades, workforce health and safety issues  and development of 
an outcome driven woikforce analysis system. This support will allow the Commissioner’s  Olfice to 
incorporate iho specialized knowledge associa ted  with meeting Ihe workforce development n eed s  of a 
m ega project with the resou rces  already available through the various divisions of Ihe department. Tho 
department will en su re  that Alaska's workforce development concerns for the g a s  line are  well described 
and articulated lo potential producers or contractors.
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HILL VERSION: CSSB 104(JUD)

ANALYSIS: (continued)

Research & Analysis Section S 250.0 GF
The departm ent 's  R esearch  & Analysis Section (R&A) will a s s e s s  the supply and dem and  for labor 
resulting from both the construction and operation of the g as  pipeline. In an effort to ensu re  that a qualified 
workforce exists a t  the lime of gasline construction, DGLWD will conduct an occupational supply and 
dem an d  analysis to identify potential workforce gaps.

R&A will ass is t  with the development of s tra tegies to close the projected skills gap. Strategies m ay include 
the identification of "training gaps" and the development of career  information products that encourage  
Alaskans, of all a g e s ,  to consider potential shortage  occupations when planning their careers .

Alaska Labor Exchange System Improvement $ 325.0 GF
The Employment Security Division will improve the web-based , Alaska Labor Exchange System (ALEXsys) 
to allow the departm ent to complete a  state-wide inventory of workers' individual skill s e ts  and better 
identify a qualified Alaskan workforce and potential training opportunities for Alaskans in preparation for the 
construction and  m ain tenance  p h a s e s  of the Alaska gasline.

3. Direct Training_______ $ 500.0 GF
This investment will continue and expand the extremely successful pipeline trades training program in 
Fairbanks. The departm ent will take s teps  to en su re  tfiat jobs a re  immediately available at the end  of each  
training program by obtaining the commitment to apprentice ag reem en ts  from employers.

4. University of Alaska S 750.0 GF
Engineering and  Construction M anagem ent programs.

5. Alaska Laborers Training School $ 300.0 GF
To pu rchase  a  D3 Rock Drill to e n h an ce  training delivery.

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

1 C Th e r T ra in ing In fra s tru c tu re  3 1 5 .0 0 0 .0  G F

Provide essen tia l  upg rades  lo various training facilities throughout the stato to provide site-specific 
specialized training. Potential sites include AVTEC and Regional Training C enters  located throughout rural 
Alaska.

3 Direcl Training_______________$ 2.500.0 GF
This investment will continue and expand the extremely successful pipeline training in Fairbanks, and other 
ta rgeted  training a s  determined by tire training priorities developed try Iho departm ent and  the Alaska 
Workforce Investment Board. The department will take slops to en su re  that jobs a re  immediately available 
at tho end  of e a c h  training program try obtaining tho commitment to apprentice ag reem en ts  from 
employers.
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