A K LEG ISLATURE FIN ANCE COMMITTEES FILES 2 00 7 -2 0 0 8 3 3 3 9












ENBRIDGE

vav 0,9 WE

May 9, 2007

Senator Bert Stedman, Chairman
Senate Finance Committee
Alaska State Legislature

Capitol Building

Juneau, Alaska 99801

Senator Stedman,

During our recent presentation to the Senate Finance Committee you requested our
specific comments about Senate Bill 104, the Alaska Gasline Inducement Act.

As noted in our presentation, and upon further review of SB 104, Enbridge continues to
believe that the single most important thing you could do to improve AGIA would be to
make the “Application Requirements” in section AS 43.90.130 obijectives rather than
absolute requirements. This would in no way preclude the state from selecting an
applicant who met all the variables versus one that did not. It would however, allow an
applicant who could not meet all cf the variables to still make a submission and suggest
alternate ways of adding value. There seems to us to be only upside for the state from
this approach, versus the current ianguage which we view as too restrictive.

We look forward to reviewing the Senate Finance Committee version of SB 104, and
hope to see the change mentioned above included in the new version

Thank you.

Ron Brintnell

Director, Gas Development
Ph. (403) 266 -7932

Fax (403) 231-5781
ron.brintnell@enbridge.com
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Testimony by the Honorable Walter J. Hickel, House and Senate

Finance Committees, May 1,2007 -Juneau

Thank you for inviting us to testify here today.

Our North Slope natural gas is Alaska’s greatest opportunity to guarantee the
long-term viability”™ o f our state.

And Alaska is on the right course to make a gasline a reality in this
generation.

It’s a large project worthy or our great state.

| am just back from Moscow where | have been working with Russian
leaders on two other great projects.

The opening ofthe Northern Sea Route to the world — a decision that will
link the Pacific and the Atlantic oceans.

It will be a breakthrough ofthe same dimension as the Panama Canal.

And we don’t have to build a canal!

The second great project is a tunnel beneath the Bering Strait, linking the
U.S. and Russia.

Those who attended the Conference last Tuesday in Moscow realize how
serious the Russians are about this visionary concept.

This link between the United States and Russia is going to happen.

And it’s going to change the world.

Alaska’s immediate opportunity, however, isour North Slope natural

gas.

And it is up to our Governor and this legislature to make sure it is used for
the maximum benefit of our people, as mandated by our constitution.



Keep in mind that the people of Alaska...the voters who elected you...are

the owners of this gas.

You and Governor Palin are the trustees of their inheritance...

...won in our statehood battle and our Statehood Act.

The companies who hold Prudhoe Bay leases have purchased the right to
“produce” our gas.

That's why we call them the “producers.”
But they don’t own the gas.

And they are required, through the leases they hold, to sell our gas if they

can earn a “reasonable profit.

So let’s get started.
Governor Sarah Palin’s plan is a good one.

She has thrown open the process to make sure that the State finds the very
best and most timely project.

Her team has designed legislation to put the needs o f Alaskans first.

It means revenues for state government.

...gas for our homes...

...gas for our businesses...

...and gas for our remote villages that are in desperate need of affordable

energy.

It means making sure that the valuable gas liquids...

...arc available for in-state processing to create high-paying legacy jobs for

generations of Alaskans.



It means a pipeline that encourages exploration...by the producers and by
other companies, large or small, that believe they can find more gas.

Beliefis the key to prospecting...and it is the key to life.

Believe me; we haven’t begun to explore the natural gas potential of our

stale.

And we need a pipeline that will accommodate the discoveries ofthose

believers.
In my view, this does NOT mean shipping our gas through Canada.
Any Canadian route has to resolve...

"First Nation” land claims.
Treaty problems.

A long, expensive route.
Legal issues among competing Canadian interests.

And one bidder who wants to use our gas in the Alberta tar sands to produce
oil...

...an outrageous plan for trillions of cubic feet of clean Alaska gas so needed

by our nation and the world.

In my view and in the view o f the majority of Alaskans...

Jfmaximum benefit” means an All Alaska Gasline..,.from Prudhoe to
Valdez.

It means a pipeline started sooner and completed several years sooner.
It means an energy source for our villages and cities.

It means feedstock for value-added industries and jobs in Alaska.



We addressed the same issue in the 1960s and 1970s over North Slope oil.

We had to force the oil companies to drill at Prudhoe.
When | was elected Governor in 1966, BP had already given up.

So had all the others except Atlantic Richfield.

In early 1967,1flew to Prudhoe to meet with their head geologist Harry
Jamison.

And he announced that they, too, were going to pull out.

(Ad lib: “You drill, or I will.”)

In 1968, that rig discovered the biggest oil field in the history of North
America.

But two years later as Interior Secretary | had to take Exxon to the mat, or
there wouldn’t have been atrans-Alaska oil pipeline.

(Ad lib: “Or I'm going public!”)

Now we have another Governor who is ready to stand up for Alaska and

Alaskans.
And the people are behind her.

Ladies and gentlemen ofthe State Legislature, this is your moment to step
forward and stand with her.

The people of Alaska want a gasline now.

Together you can make history, and Alaska will long remember this
generation of leadership.

Thank you.






ExxonMobil AGIA Testimony

Senate Finance Committee 5-1-07

FINANCE COMMITTEE:

Co-Chairmen: Senators Bert Stedman(R) / Lyman Hoffman(D)

Vice-Chair: Senator Charlie Huggins(R)
Members: Senators Kim Elton(D); Donny Olson(D); Joe Thomas(D); Fred Dyson (R-m)

INTRODUCTION

Good afternoon Chairmen Stedman and Hoffman, Vice-Chair Huggins and members of
the Senate Finance Committee. My name is Marty Massey. |am the U.S. Joint Interest
Manager for ExxonMobil, a position | have held since November 2001, and | am

responsible for the commercialization of ExxonMobil’s gas resources in Alaska.

ExxonMobil has been in Alaska for over 50 years and has been a key player in Alaska'’s
oil industry development. We hold the largest working interest at Prudhoe Bay (36.4%)
and our current net production in Alaska is approximately 150,000 barrels per day. We
have benefited from our involvement in the State of Alaska, and we believe that Alaska
has benefited from this long-term relationship as well. Commercializing Alaska’s North

Slope gas will allow us to continue this mutually beneficial relationship for another 50

years or more.

EXXONMOBIL READY TO PROGRESS PROJECT

The Alaska Gas Pipeline Project is important to Alaska, to our nation, and to
ExxonMobil. The project has the potential to generate billions of dollars in revenues for
the State of Alaska, the U.S. federal government, and Canada, and could provide a
stable and secure source of clean energy for Alaska and North America for decades to

come. For ExxonMobil, the project is significant and has the potential to add over 1
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billion cubic feet per day of gas sales, which would be more than a 10% increase to our
current worldwide daily gas production. This project could also add over one billion oil-
equivalent barrels to proved reserves, nearly enough to replace a year of our

production. Given the significant impact this project could have on our business, we

strongly support efforts to advance a pipeline project.

As an illustration of our commitment, ExxonMobil has spent more than $180 million
studying ways to commercialize Alaska gas. Since the 1970’s we ha'/e evaluated LNG,
gas to liguids and gas pipeline alternatives. Based cn these studies we have

determined that a Producer Gas Pipeline Project will result in the best value for the

State, the Producers and the nation.

GENERAL FEEDBACK ON AGIA

| would now like to provide you with some feedback on AGIA. ExxonMobil embraces
the concept of competition all over the world and is ready to participate in a competitive
and market-based environment. AGIA, as it is wriiten today, does not encourage
market-based competition due to its prescriptive nature. In addition, AGIA does not
adequately address the significant upstream issues and risks associated with the scale
and magnitude of the Alaska Gas Pipeline Project. We have consistently advised the
Legislature and the Administration that AGIA, in its current form, will not encourage
competitive proposals and will not result in a commercially viable project. We strongly
believe AGIA will not create an acceptable framework for this world-scale mega-project

unless it allows the parties taking the risks to make a proposal that properly manages

the risks.
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After listening to the testimony over the past several weeks, it has become clear to me
that one of the reasons the Administration’s view of the project is so different from ours
is due to flawed assumptions in the State’s economic model. The Administration’s
model fails to recognize the integrated nature of this basin-opening project. The
upstream pays for the midstream and you cannot split them apart when evaluating
commercial viability. Any attempt to do so will deliver erroneous results. This issue is
critically important, because if you put in place a process based on a flawed analysis, it
will most likely fail. The Administration’s approach is not consistent with how project

economics are evaluated, and I'll expand on this later in my testimony.

To ensure the best result, the logical way forward in our opinion is for AGIA to establish
the State's broad key objectives, then allow applicants flexibility so that they can
compete to meet those objectives and define the parameters that are necessary to
make the project commercially viable. As an illustration of what | am proposing, AGIA
could allow the applicant to demonstrate how theii proposal encourages exploration and

development in Alaska rather than specifying the method of project access and

expansion.

If you were to amend AGIA to make it objective driven, it would allow open competition,
maximize the number of applicants and allow those applicants to propose innovative
solutions to meet the State’s needs and open the basin. The State could then evaluate
the proposals and select the one that best serves Alaska’s needs and assures Alaskans
realize tho maximum value for their resource. That process would allow ExxonMol

the largest leaseholder of gas on the North Slope, to compete under the AGIA process
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while providing the State complete flexibility on who is chosen to move the Alaska Gas

Pipeline Project forward.

To understand why it's important to use broad objectives as opposed to prescribing
specific requirements, it is helpful to review project risks and issues surrounding its

development that will have to be addressed by an applicant.

PROJECT RISK /PRODUCER CAPABILITIES

The tendency exists for many to underestimate the size, magnitude and risks
associated with this projectt The Alaska Gas Pipeline Project is a world-scale
undertaking with significant risks. In fact, the project would be the largest private
investment in North America - significantly larger than most “model” worldwide oil and
gas “mega” projects. Let me be clear, this will be a precedent setting global mega-
project. As you heard last week from Mr. Fred Rich of Sullivan and Cromwell (Head of
Global Project Development and Finance), this project's financing could be many times
greater than the largest North American project financing to date (the Alliance pipeline).

There is not really another project that compares.

Because of this size, many factors impact commercial viability, including cost and the
potential for cost over-runs, gas price, schedule delays, construction conditions, and
regulatory and State fiscal uncertainties. Our previous cost estimate of $20 billion
(which is in $2001) will be substantially higher due, in part, to increasing steel prices,
which have nearly doubled since 2001, and because we are experiencing hyperinflation
on industry and construction labor costs. World-wide mega-projects are also placing

pressure on pricing and availability of global materials, and skilled manpower. In
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addition, as we have observed over many years, natural gas prices remain highly

volatile.

The State of Alaska cannot anticipate how individual applicants will view the various
risks | have discussed or how applicants may choose to address them. Establishing a
set of rigid, prescribed terms in AGIA will not allow the flexibility needed by individual

applicants to weigh and manage those risks in a way that maximizes value to the State

and the applicant.

HOW PIPELINES ARE FINANCED

The way projects are financed gives some insight into who bears the risks for projects of
this type and how these risks are managed. Last week you heard how pipelines are
financed from Mr. Rich. Cornmercially-sound oil, gas, and pipeline projects traditionally
have been able to obtain financing if they have strong sponsors with proven track
records and the financial strength to both provide upfront lender required sponsor equity
and to backstop key project commitments. For the Alaska Gas Pipeline Project, key
project commitments take the form of completion support (either a full debt guarantee or
additional equity overrun commitments) and firm, long-term gas tiansportalion
commitments. Firm transportation commitments are binding obligations made by
companies to pay for the cost of reserving long term gas capacity as shippers on a
pipeline. These commitments are made during an “open season", which is a period
during which any and all prospective gas shippers can make binding commitments for a

specific volume of transportation capacity.
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As you may recall, Mr. Rich indicated that for a project of this scale and magnitude,
financial institutions will require substantial, long-term, firm transportation commitments
to provide funding. These commitments must be provided by creditworthy shippers
because this tariff stream underpins the debt repayment. Furthermore, lenders not only
look at the contractual commitments, but place equal importance on the underlying
economics of the project. Any potential reduction in the Producer's netback is a
concern to the lender since it increases the likelihood that the integrated project may not
be economic, that the transportation charges are not paid, and that as a result the
lenders are not repaid. Looking at this another way, the lenders are assessing how
effectively the parties taking the risks are managing these risks. They will also want
these risks reduced to a minimum to make sure they will get paid back. For this reason
they would prefer stable fiscal regimes, project sponsors who have a proven track
record of delivering mega projects on time and on budget, project sponsors with

ownership in the upstream, and shippers who can support and will honor multi-billion

dollar firm transportation agreements.

WHO BEARS PROIECT RISKS

That is why it is so important to understand who bears the project risks. Through the
firm transportation commitments, the project development costs and the associated cost
over-run risks are ultimately borne by the shippers. For this project, the shippers will be
the Producers, and, directly or indirectly, the State or the State's shipper. These firm
transportation commitments are valued in the tens of billions of dollars for our company
alone, and could be over $100 billion for all the shippers. Shippers must make long-
term ship or pay transportation commitments and agree to pay transportation and

treating rates that are ultimately based on the final cost of the pipeline and treating
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facilities. The only information the shippers will know in advance of making these multi-
billion dollar commitments will be a projection of the transportation charges based on
the project sponsor's initial estimate of costs. The firm transportation commitments
must be paid regardless of whether the shipper making those commitments actually
transports gas through its reserved capacity and irrespective of the actual transportaticn
charges. The shipper is also required to pay this reserved capacity commitment even if

the market price for the gas is less than the cost of transportation.

For these reasons, the parties taking the risks for a project of this magnitude need to be
able to manage those risks. The Producers, as shippers, cannot make firm
transportation commitments during an open season unless they are confident the gas
pipeline project can be built and operated cost effectively so that producing and

shipping gas over the long-term is commercially viable.

INTEGRATED GAS PIPELINE PROJECT ECONOMICS

For this reason, AGIA needs to bring together the upstream and the midstream and
provide for an integrated proposal. Any approach that evaluates them separately is
flawed. Let me expand on this point. You heard last week that lenders evaluate the
upstream very carefully when financing the midstream. The reason is simple - the
upstream pays for the midstream. Without the commitment of capital to the pipeline by
a producer-affiliate or the huge financial obligation required for firm transportation
commitments to a i, ird-paity pipeline, there is no way the transportation system will be
built. Thus, any analysis of the project which excludes midstream capital or the firm
transportation commitments is not correct. Lenders and project sponsors do not make

that mistake because they recognize that major gas pipeline projects are built on the
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back of direct capital commitments or, long-term, firm transportation commitments.

Since firm transportation commitments are legally binding commitments that are the
backbone of any financing and essential to funding a pipeline, it only makes sense to
account for these commitments when evaluating project economics. Surprisingly, the
Administration’s analysis of the economics fails to incorporate these financial obligations
associated with underpinning the pipeline. Let me expand on this point by asking you to
think about the economics from a shipper perspective. The shipper can either make the
investment in the midstream through one of its pipeline affiliates or make a commitment
to a third party to build the pipeline. In the case of making the commitment to a third
party, the shipper must pay the third party for the cost of the pipeline plus a return to the
pipeline builder for the investment he ultimately made, not what he projected the costs
to be when the commitment was made. So in this case the shipper is paying for the
ultimate cost of the pipeline plus the profit the pipeline builder requires. When you think
about it this way, the economics have to be worse for the shipper when he makes a

transportation commitment versus directly investing in the pipeline.

Because the Administration's economic analysis is flawed, the resulting assertion that
the producer’s stand-alone upstream economics are robust and improved without
ownership of the pipeline is absolutely incorrect. Again, the upstream pays for tfie

midstream and it is no more complicated than that.

Since it appears AGIA is based on this flawed economic analysis, it is critical the
legislature address this issue and AGIA be modified to recognize who is taking the risk,

the shipper. For ExxonMobil any decision to invest will be based on integrated project
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economics. It only makes sense for the Stale to evaluate the proposal on an integrated
basis as well, because the State is in the same position as the producers receiving the
bulk of its revenue from the sale of gas. Because we both receive our revenue from the

sale of gas, we should be aligned on the best approach for minimizing transportation

costs and maximizing netback value.

IMPORTANCE OF STATE / PRODUCER ALIGNMENT AND BENEFITS OF THE
PRODUCER PROJECT
Let me now talk about the importance of alignment between the State and the

Producers and the benefits of a Producer Project.

Maximizing the value to the State of Alaska and the resource holders means selecting
the right design concept for this mega-project and then executing the Project to deliver
the lowest possible cost and fastest possible completion. On a project of this size and
magnitude, project construction and operating experience should be a significant
consideration. Only a limited number of companies have demonstrated the capabilities,

financial strength and arctic experience to effectively participate in and manage world-

scale mega-projects.

The Producers have mega-project experience on numerous projects world-wide and
have demonstrated success in meeting project objectives. A critical component of that
experience is the Producers’ Arctic experience in Alaska and throughout tho world.
ExxonMobil’'s arctic experience is extensive - over 40 years - with developments in
multiple types of arctic environments. Large projects with significant complexity in harsh

environments are what wo do and wo are extremely qualified to take on this work.
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ExxonMobil’s global project development company is unique within industry and leads

the industry in project cost and schedule performance.

ExxonMobil has also demonstrated world-class leadership in safety, health and

environmental performance. ExxonMobil is a leader in operating efficiency and a

pacesetter in operating safety.

In addition to our project and operational excellence, ExxonMobil has the financial
strength to make this mega-project a reality. ExxonMobil has consistently maintained
one of the strongest financial positions of any company in the world. We are one of just
a few public companies to maintain the highest credit rating from Standard and Poor's
(AAA) and Moody's (Aaa), and we have done so for each of the last 88 years. Our
financial strength minimizes the likelihood that external financing requirements will

significantly delay the project timeline, even in times of financial market turmoil.

It is important to remember that the Alaska Gas Pipeline Project is a basin-opening
project that will benefit the State and the oil and gas industry in Alaska for decades into
the future. Basin-opening projects throughout the world have progressed and been
successful when there is alignment between the host government and the leaseholders.
The Producers and the State both want a pipeline project to commercialize the known

ANS gas resources and open the basin to gas exploration.

We believe a Producer gas pipeline project will result in maximum value to the State
and the Producers. The reason is the Producers and the State have maximum

incentive to control costs. Low capital and operating costs, which result in lower treating
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and transportation costs, and access to premium market price, result in higher netback
value on the gas. It's important to keep in mind that the State will receive the majority of
its revenue from the value of gas sales via revenue received under its lease royalty

agreements and from production taxes, which are valued based on the netback

received from the gas.

Third-party owners do not share the same incentives in that they actually benefit from

increased capital costs.

Based on the demand for workers that this Project will generate, Alaskans are obviously

key to successful project execution. Both the State and the Producers want Alaskans to

benefit from the many job opportunities that will exist.

We believe that financial strength, experience and the ability to get the job done should
be critical components of any evaluation of proposals. When you consider carefully the

options available, a Producer pipeline will provide maximum value to the State of

Alaska.

IMPORTANCE OF PHEDICTABLE AND DURABLE FISCALTERMS

| would now like to talk about fiscal predictability and its importance for a mega-project
such as the Alaska Gas Pipeline Project. For ExxonMobil to progress this mega-project
and mitigate its inherent risks, v a will need to work together with the State on some
very important fiscal issues. Because of the nature and magnitude of the risks
associated with this Project, fiscal terms that are predictable and durable are necessary,

This is a common thread for any mega-project investments. In all such cases, we are
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willing to take geologic risks, we are willing to take cost risks, and we are willing to take
commodity price risks, but we cannot take the risk of fiscal terms changing. Let me
expand on this further. The first two risks, geologic and cost risk are risks for which we
have developed an industry leading expertise to manage. This is what we do day after
day at ExxonMobil. Market risk is inevitable in a commodity business such as oil and
gas and we manage that by attempting to ensure that we deliver those products into the
highest value market at the lowest cost. However, the risk of a change in fiscal terms is
of a completely different nature and completely outside our control. We must have
agreements that will allow us to develop this mega-project under predictable and
durable terms, so that we can make an investment decision with an adequate degree of
certainty. This does not mean that taxes cannot change over the life of the project.
Predictability means that the State’s tax and take terms are sufficiently understood that
they can be defined and predictably modeled over time for purposes of evaluating the
overall project economics. If fiscal terms can be changed in unpredictable ways in the
future, then we are not able to make a well founded investment decision on behalf of

our shareholders, nor will lenders be as confident in providing financing for a project of

this size.

The Alaska Gas Pipeline Project will require massive investments, billions of dollars, to
be made over a period of many years before any revenue is generated from those
investments. As a result, increases in taxes on oil and gas related activities during the
life of the project could significantly impact the commercial viability of the project, offset
the benefits of taking on a project of this magnitude, and could increase lender concern.
Because fiscal terms could be modified under the proposed AGIA legislation, it does not

provide the fiscal predictability necessary to ensure a commercially viable project.
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It is important for the State to recognize that for mega-project developments,
governments do grant long term fiscal stability. These contracts include fiscal stability

protection that in some cases runs for the length of the contract and in other cases runs

for 40 years or more.

AGIA should allow applicants to put forward their best proposal on what is required to
make the project commercially viable, which will allow the State the opportunity to

consider those proposals that have the best chance of actually delivering an Alaska gas

pipeline.

ADDITIONAL FEEDBACK ON AGIA

I would like to now give some specific feedback on AGIA which is based on the
conclusions and principles I've mentioned. | will also outline some additional thoughts
on how AGIA should be modified to ensure the best chance of a successful result and
allow the State to maximize value. As | previously stated, alignment between the State
and the leaseholders is essential to a basin opening project of this magnitude.
Therefore, establishing the right approach going forward is the most important activity
for the project at this time. To be able to calculate the revenue from the upstream we
must have clarity on the taxes and royalty from our oil and gas operations and the taxes
and royalties must be set at a level that makes the project viable. In order to ensure a

viable project from the outset, we believe this must be done at the beginning.

ExxonMobil recognizes the importance to the State, explorers and others of having

access to the project so their gas can be treated and transported to markets. To ensure
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that a project is constructed, it must be commercially attractive to shippers at the time
they make their initial firm transportation commitments. Shippers, particularly those who
must invest substantially to explore for, develop and produce gas resources, will not be
willing to enter into long-term financial commitments for the transportation of gas if they
believe there is a substantial likelihood that their initial rates will be significantly

increased in the future in order to accommodate expansions.

Under the Alaska Natural Gas Pipeline Act, Congress struck what it determined was the
proper balance between encouraging investment by those willing to commit to pay for
initial capacity and encouraging exploration by providing an opportunity for future
access to the pipeline. Because of the unique nature of the Alaska gas pipeline project,

FERC approved unprecedented policies to enable a FERC-mandated expansion to

benefit explorers.

In addition, the pipeline entity should not be lequired !o accept a FERC certificate

irrespective of FERC imposed conditions.

Under AGIA, the proposed upstream inducements would require significant modification
to ensure a commercially viable project is obtained. In fact, we do not believe it is
practical to address these terms in legislation. Therefore, it would be better for AGIA to

not prescribe specific upstream terms and allow applicants to make proposals to

address those terms.

AGIA also prescribes activities that must be completed within a specific timeframe or

date certain. Setting arbitrary target dates is not consistent with good project
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management practices. Further, milestones are not necessary if the project is
commercially viable. The Producers will progress the project at the maximum prudent
pace, consistent with the industry proven “stage-gate" process for project development

- there is no reason to do otherwise.

In general, AGIA lacks specifics on key fiscal terms and other requirements. To
address these gaps, AGIA gives commissioners broad authority to adopt additional

requirements and establish regulations. Not knowing the requirements now creates

significant uncertainty.

Finally, because of the complexity and risk associated with this project, the parties must
have an efficient and impartial means of handling disagreements when they arise. We
believe project related agreements should provide for binding neutral arbitration as the
mechanism for resolving disputes. Binding neutral arbitration is wideiy utilized in U.S.
and international commercial agreements and is not a new concept with the State of

Alaska. Arbitration is the method used to resolve disputes under the State’s Royalty

Settlement Agreements.

CONCLUSION

In closing, | would like to reiterate that ExxonMobil is committed to moving the Alaska
Gas Pipeline Pioject forward. However, we cannot movo tho project forward if it is not
commercially viable. AGIA as written does not provide for a commercially viable
project. The Administration’s stated goal for AGla is to increase competition through an
open and transparent process. However, in its current form, AGIA will result in less

competition because it fails to adequately address the issues raised by those parties
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who will ultimately pay for the project. It also appears AGIA is based on flawed
economic assumptions. It is critical that the legislature and administration address
these problems in AGIA or we will end up with a process that sets unrealistic
expectations and results in disappointment and failure. In addition, the existing
prescriptive terms in AGIA will preclude ExxonMobil from being able to make an open,
competitive and conforming proposal; thus, the State will be denied the opportunity to
even consider terms from the party holding the largest discovered gas resource and has

the capability to deliver a successful project.

ExxonMobil possesses the financial strength and project experience required to make
this project a success. We are ready to work with the Administration and the
Legislature to establish a process that recognizes the integrated nature of the project
and rr tigates the risks I've discussed to allow the project to progress. We suggest
AGIA be amended to provide for a broad objective driven process that sets out what
the State wants to achieve and allows each applicant to propose how best to meet
those objectives and identify what is required from the State to advance the project.
This process will secure more viable applications, create more competition, afford the
State the opportunity to secure the most value and actually get the pipeline built. We
are ready to participate in a competitive, open and transparent process as I've

described, but unless AGIA is modified we will not be able to participate.

What we are struggling to understand is why the State is insisting on such a prescriptive
way forward. AGIA should allow all interested parties to submit a conforming bid so that
the people of the State of Alaska have the opportunity to see and compare all of the

bids put forward to build the Alaska gas pipeline.
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Thank you for your attention and for the opportunity to address this important topic

today. |look forward to addressing your questions.
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Legal Notice

The following presentation contains forward-looking statements concerning BG Group's operations, financial
performance, strategy, outlook and growth opportunities. Words such as "believes", "expects"”, “anticipates”,
"intends” or similar expressions are intended to identify such forward-looking statements.

By their nature, forward-looking statements involve uncertainty because they depend on, and relate to, future
circumstances and events not all of which are within our control. Although BG Group believes that the expectations
reflected in such forward-looking statements are reasonable, no assurance can be given that such expectations will
prove to have been correct. Accordingly, results could differ materially from those set out in such forward-looking
statements for a number of reasons, including but not limited to, changes in economic, market and competitive
conditions; regulatory changes; governmental actions; fluctuations in commodity prices and exchange rates; supply
and demand for oil and gas; the risks inherent in project implementation and delivery, and exploration and
production activities; the inability or failure of co-venturers to meet contractual and/or funding obligations; natural
disasters and adverse weather conditions; and war, sabotage and acts of terrorism. For a more detailed analysis of
the factors that may affect our business, the results of our operations and our financial peiformance, we urge you to
look at certain 'Risk Factors’ included in BG Group’s Annual Report and Accounts 2006. BG Group undertakes no

obligation to update any forward-looking statements.

No part of this presentation constitutes or shall be taken to constitute an invitation or inducement to underwrite,
subscribe for or otherwise acquire, or dispose of any ordinary shares, ADRs or other investment in BG Group pic or
any other entity, nor does it advise any person to do any of the foregoing and this presentation must not be relied
upon in any way in connection with any investment decision.

Natural gas. It our business



BG Group snapshot

The integrated gas major
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M arket capitalisation over
$49 billion

Production circa 70% gas;
30% oil

Employs approx 4,766 staff;
64% outside UK, at year end
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Business model

Resources A Enabling n Markets

A global natural gas business



Countries of current operation
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Global gas trade - the recent past 1

Trinidad #'

Australia
Markets

LNG

pi
'Pe Source : BG Group

Industry evolution: frdm three main trade regions...



Global gas trade - gradually evolving E

Source : BG Group

. to a globalising gas industry 8



BG LNG supply projects

mat>
M imm VLN G

C< MIANY o r THINIDAD AND <

Trainl: 3.1 mtpa - 1999 (BG 26.0%)
Train 2/3: 6.6 mtpa-2002 (BG 32.5%)
Train 4: 5.2 mtpa-2005 (BG 28.9%)

BG initiated project and was instrumental

in Phillips design

Single train start-up

Liquefied Natural Gas

Egyptian LNGv~J)

Trainl: 3.6 mtpa -2005 (BG 35.5%)
Train 2: 3.6 mtpa - 2005 (BG 38.0%)
Egypt’s largest project financing to date
Unique project commercial structure

Utilized lessons learnt from ALNG

Atlantic LNG - total export capacit/of 15 mtpa in just 7 years



US market summary

w  HB— lB— [HIHIHIWM— I— — mmmniiMirirriiuiTfra

« Lake Charles import terminal

« Phase | expansion Q4 2005
1.2 bcf/d sustainable send out
1.5 bcf/d peak send out

9.1 bcf total storage

- Phase Il expansion Q2 2006

1.8 bcf/d sustainable send out

Lake Charles

2.1 bcf/d peak send out

 Elba Island import terminal
0.45 bcf/d sustainable send out
0.67 bcf/d peak send out
4.0 bcf storage capacity

1.17 bcf/d firm send out & 8.2 becf

storage after second expansion

Elba Island
t*

Capacity in two of the four existing US onshore terminals 10
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LNG imports - 2003 to present w

Share of US LNG imports

US LNG imports (mt)

12003 10.5
2004 12.9
12005 12.7
2006 12.0
|
BG Distrigas BP Shell Statoil Other

Source : DOE

BG - the largest US LNG importer in 2003, 2004, 2005 and 2006 11
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Eastern North Sope(ENS)
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AK Peninsula '‘Gulfof Alaska

2.1 million acres in the Foothills of ANS and .2 million in the ENS
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Alaska Gasline Inducements Act

« BG is investing in Alaska

- Exploring along North Slope and ENS

e BG supports AGIA

- The process is fair, open and inclusive

- BG

supports the mandatory provisions on access and

- Will encourage new explorers to invest in Alaska

« AGIA provides:

- Opportunities for input by all interested parties

- Several opportunities for legislators to provide input:

AGIT A will

Initial legislation

W hen pipeline applications are submitted

Legislative review of the winning application

encourage development

rates

13



Alaska Gasline Inducements Act

* AGIA addresses BG’s concerns by:
Providing a level piaying field for all participants
Providing certainty that when we discover gas, we will have access to pipeline
capacity
Providing a mechanism to ensure just and reasonable rates
« AGIA creates competition to build the pipeline and possibly an LNG export
facility
« AGIA spells out what is required of any applicant
 Clearly identifies the State’s “must haves"

« BG’s “must haves" are:
Regulated pipeline
Open access provisions in the tariff

Just and reasonable rates

AGIA wiirencourage development 14



Key messages

AGIA is good for Alaska and for the natural gas industry

« AGIA will encourage the continued development of Alaska’s untapped
natural gas reserves

e AGIA’s purpose:

(1)
(2)

(3)

(4)

Alaska

“...to encourage expedited construction of a natural gas pipeline that
Facilitates commercialization of North Slope gas resources of the state;

promotes exploration and development of oil and gas resources on the North
Slope;
maximizes benefits to the people of the state from the development of oil and

gas resources in the state; and

encourages oil and gas lessees and other persons in the state to commit
natural gas from the North Slope to a gas pipeline system for transportation to

markets in this state or elsewhere.”

must continue to encourage development 15
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David R. Hill
General Counsel
U.S. Department of Energy

David R. Hill is the General Counsel of the United States
Department of Energy (DOE). President Bush nominated Mr. Hill to
this position on April 14, 2005; he was confirmed by the United
States Senate on July 28, 2005, and sworn in by Secretary of
Energy Samuel W. Bodman on August 10, 2005.

As General Counsel, Mr. Hill is responsible for providing legal advice, counsel
and support to the Secretary of Energy, the Deputy Secretary of Energy, and
principal Secretarial officers at the Department. He is charged by the
Secretary of Energy with the authority to determine the Department's
authoritative position on any question of law, and is the Department's

Regulatory Policy Officer.

Prior to becoming General Counsel, Mr. Hill served as Deputy General
Counsel for Energy Policy at DOE from March 2002 to August 2005. Before
joining the Department, Mr. Hill was a partner in the Kansas City, Missouri
law firm of Blackwell Sanders Peper Martin, and before that was a partner
with Wiloy, Rein & Fielding in Washington, D.C. In private practice, Mr. Hill's
work covered a wide range of regulatory, litigation and corporate matters,
including regulatory matters before the Federal Energy Regulatory
Commission, the Environmental Protection Agency, and other federal and
state agencies. Earlier in Mr. Hill's career, he served as a law clerk for Judge
James K. Logan of the 1J.S. Court of Appeals for the Tenth Circuit, was an
associate at the Washington, D.C. law firm of Wilmer, Cutler (V Pickering, and
served as associate counsel to lhe U.S. House of Representatives Committee

on Agriculture.

Mr. Hill is a native of Missouri and received his bachelor's degree with honors
from the University of Missouri-Columbia College or Agriculture in 1985. He
received his law degree with honors in 1988 from the Northwestern
University School of Law in Chicago, where he served as editor-in-chief or the
Northwestern Univei ity Law Review. Mr. Hill and his wife Kristina reside in

Alexandria, Virginia with Ihoir three daughters.



James A. Slut;*

Deputy Assistant Secretary for Oil and Natural Gas
Office of Fossil Energy

U.S. Department of Energy

Jim Slutz currently serves as the Deputy Assistant Secretary for QOil

and Natural Gas in the Office of Fossil Energy of the U.S.

Department of Energy. In this position, Mr. Slutz is responsible for
administering domestic and international oil and gas programs,

including research and development, policy analysis, and natural gas import
and export licensing. The oil and natural gas office leads DOE's LNG program
which involves the analysis of safety and other technical issues.

Prior to his appointment in June 20P"7, Mr. Slutz served as the Director,
Indiana Division of Oil and Gas, with responsibilities for overseeing oil and
natural gas exploration and production, narural gas storage, and leasing of
state land for exploration. From the period of 1981 to 1992, Mr. Slutz
worked for the Ohio Depaitment of Natural Resources, Division of Oil and
Gas, where he served in managerial and technical positions.

Mr. Slutz holds an MBA degree from The Ohio State University, Fisher College
of Business, and a B.S. degree from The Ohio State University, School of

Natural Resources.
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SENATE BILL NO./0O/

Sarah Palin PO 110001
Governoh J Ay %§ 1-0001
ﬁ e
AIE AKLB

GOVERNORCfGOV STATE AK.US
State of Alaska

Office of the governor
Juneau

March 2, 2007

The Honorable Lytla Green
President of the Senate
Alaska State Legislature
State Capitol, Room 11l
Juneau, AK 99801-1182

Dear President Green:

Under the authority of Article Ill, Section IS, of the Alaska Constitution, lam
transmitting, a hill that facilitates commercialization of Alaska's North Slope natural gas
resources and promotes continued exploration and development of those resources.
Ihe bill will induce expeditious construction of a natural gas pipeline to transport
Alaska's North Slope natural gas to market using a pro ; that is fair, transparent, and
competitive. Our nation's energy markets are hungry Ur Alaska's gas resources, and
Alaskans have waited for decades to set* these resources developed.

Earlier this week | had several successful meetings with federal officials in
Washington, D.C., including the distinguished members of Alaska's Congressional
delegation. lhese meetings affirmed for me that it is time for Alaska's natural gas
resources to be developed in order to meet the energy demands of our nation. lhe
Chairman of the Poderal Energy Regulatory Commission, Joseph Kelliher, made the
statement that my plan does "represent the best hope for building a pipeline to bring
Alaska's vast natural gas resources to the energy consuming lower LSstates.”

This bill sets forth the following: (a) midstream inducements to encourage
companies to identify development benchmarks and build the gas pipeline; (b)
upstream inducements that will encourage the holders of North Slope gas reserves to
commit their gas to the project; (c) terms that an application must contain to qualify to
compete for an exclusive luonsu to the midstream inducements; (d) evaluative criteria
by which competing applications will be measured; (e) a pul lie process for reviewing
the applications; (I) a procedure bv which the applications will be reviewed and a notice
of intent to issue a license that will be transmitted to the legislature; and (g) auditing
and enforcement tools to protect state contributions and interests

COMMITTEE COPY SENATE BILL NO /o
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The midstream inducements will include a matching contribution of up to $500
million paid out during the highest risk phase of the project, which is the period the
licensee iscompleting the work necessary to obtain a certificate from either the Federal
Energy Regulatory Commission (EE'RC) or the Regulatory Commission of Alaska
(RCA). The licensed project will also benefit from a state program that provides

training to Alaskans for gas pipeline jobs.

The bill offers explicit requirements that state permits and authorizations relating
to the pipeline be expedited and coordinated in order to avoid complicated, time-
consuming and conflicting state and federal permitting processes. In order to facilitate
a successful project and an expedient process, the bill will empower the governor to
appoint a gas pipeline coordinator to oversee the state permitting process and work
with the federal pipeline coordinator to integrate the state and federal permitting

processes.

the upstream inducements will encourage those who hold gas reserves under
lease to commit that gas to the pipeline licensed under the bill. Under the "royalty
inducements,"” the state will develop regulations to provide predictability in the
determination of royalty value and the exercise of its right to lake its royally share in
kind (as gas) or in value (as money). A "gas production tax exemption™ will give
shippers ol gas an exemption from production tax equal to the difference between the
tax obligation based upon the tax rate in affect at Open Season, and any higher rate that
be :omes effective in the ten years following commencement of the gas pipeline
commercial operations. These provisions address leaseholders' concerns that they need
to know how their royalty and tax obligations will be measured for a reasonable period
into the future before thev irrevocably commit to ship their gas at an (tpen Season. Ilhe
benefits will be available to all leaseholders who commit gas to the licensed gas pipeline

project during, the initial i)ju*n Season.

The bill will accomplish six primary goals: (1) initiate an application process
open to anv project sponsor; (2) take clear steps to promote the construction of a gas
pipeline as quickly us possible, (3) ensure the North Slope basin isopen to long-term
gas exploration and development, (I) ensure reasonable tariff rates are available to
transport Alaska's natural gas to market, (5) ensure North Slope natural gas is available
to Alaskans, ami (n) ensure Alaskans are trained and ready for the natural gas pipeline

jobs and those jobs are made available to Alaskans

lo accomplish the lirst goal, applicalit>ns will be welcomed from any entity or a
coalition of entities interested in constructing, the gas pipeline. Ilowever, only those
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applications that fulfill the "qualifying application requirements" will be considered for
the license to the midstream inducement package.

To accomplish the second goal, the bill will require that applications provide a
detailed description of the applicant's proposed project, including route, size, design
capacity, timeline and budget. Applicants must agree to hold an Open Season (to solicit
firm commitments to ship gas on the pipeline) within three years of getting the license,
and will detail steps toward obtaining a Certificate of Public Convenience and
Necessity from PHRC or the RCA. The slate gas pipeline coordinator will also ensure an

expeditious regulatory process.

To accomplish the third goal, applicants must commit to expanding the pipeline
project when new gas is available. There iscurrently more than 35 trillion cubic feel
(Tcf) of proven reserves of natural gas on Alaska's North Slope. llowever, most
geologists agree that there is many times that amount of North Slope gas awaiting
discovery. By ensuring that the pipeline will be expanded when more gas is discovered
and ready to be shipped, the bill assures that Alaska's gas will serve the nation's energy
needs for decades. Therefore, applicants must commit to evaluate the demand for
pipeline expansion at least every two years, and to expand when there is sufficient
quantities of gas to ensure an economic expansion. The costs of any expansions will
then be collected through "rolled-in" rales that pass those expansion exists on to all
shippers in the gas pipeline. The AGIA will cap the cost of rolled-in price increases at
no more than 15 percent of initial rates, in response to concerns regarding the

predictability of tariff rates.

loaccomplish the fourth goal, applicants will have lo commit to propose and
support tariff rates that would produce the lowest reasonable transportation costs in
order to produce the highest price at the wellhead. Minimizing, transportation costs
result in the state mavmi/mg its royalty revenue stream .is well as that of the

producers.

lo accomplish the fifth goal, applicants must provide for a minimum of live off-
take points in Alaska. This, in conjunction with the "distance sensitive tariff rates ', will
allow gas to be withdrawn from the pipeline at reasonable transportation costs in order
to serve residential and business needs across the stale.

loaccomplish the sixth goal, applicants must commit to establishing a gas
pipeline project headquarters in Alaska, establishing, hiring, offices in Alaska, and hiring,
qualified Alaskans, thus giving Alaskans access to the thousands of new pipeline jobs.
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'1'he bill requires the application process to commence no more than three
months after the bill passes, when the commissioners of Natural Resources and
Revenue issue a request for applications (RFA). Applications will be due under a
deadline established by the commissioners; however, our intention is to allow
applicants three (3) months to respond lo the RFA.

Applicants will be deemed "qualified" by having fulfilled the bill's requirements.
Qualified applications will then be evaluated by the commissioners of Natural
Resources and Revenue to determine which application best meets the staled goals.
Before issuing a written determination, the commissioners will publicly release
complete applications and take comments for 60 days. Applicants could apply to keep
confidential the proprietary information or trade secrets included in their applications.

'The bill sets forth "evaluative criteria" to facilitate the selection process. The
evaluative criteria are: the proposed project timeline, the proposed method to manage
cost overruns, the proposed tariff rates, the ability of the project design to accommodate
expansion, the percentage ot the state matching fund that will be used, whether the
project is feasible, and the applicant’ ability to perform. lhe commissioners will
publish a notice of intent to issue a natural gas pipeline project license with written
findings, and forward the notice of intent, with findings anil supporting
documentation, to the legislature. The legislature will have 30 days to disapprove the

commissioners’proposed action.

The bill also provides that the licensee must commit to spend the money
necessary to build the pipeline within one year of receiving a certificate from the 1T1IRC
or the RCA if the project has credit support adequate lo finance construction of the
project. If necessary, the licensee would have an additional four years to obtain
financing, or transfer the certificate and all associated work product to another licensee
designated by the state. If the project becomes uneconomic after the license isawarded,
the bill provides a process for relinquishing the license that will enable the state to
recover the benefit of its investment in the project and issue another license. lo
encourage the licensee to spend its money working toward t ’pen Season, and
certification, and building the gas pipeline project, the state will agree that it it provides
financial benefits to another company lo encourage the construction ot a competing
pipeline project after the lii ense is issued, tIn* licensee will be entitled to recover from

the stale three times the amount it spent on the project.

Ihe bill identifies quantifiable values the state is willing to commit It'encourage
early ami appropriate development of an Alaska ( l.is Pipeline project. It also identities
the elements necessary to protect the state, and the nation's, long,-term interests in
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development of additional gas reserves. The bill protects the state from untenable risks
and will induce expedited construction of a gas pipeline that powers the stale and the
nation. lurge your prompt and favorable action on the bill.

Sincerely,

Sarah Palin
Governor
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Interim Fiscal Interest Finding - Executive Summary

Figure ES-4. Conceptual Project Timeline

Year
0 i 2 3 4 5 6 7 8 9 10 n
Activity 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017

Amendments to SGDA m
Review & execution of contract
Project Planning
Creation of entities
ANGPC
AGPC |
ANGMC n
Other entities E
Field Data Collection u
Front end engineering and design HI
Detailed engineering and design £ &
Open Season H
Environmental S regulatory process
us
Canada
Rights of way ft >
First Perm t Appficaton
Project sanction
Financing arrangement a s
Procurement
Pre construction H m
Constructon mmnoa HH o
Commissioning
First Gas

Ramp to Foil Capacity 57

Source Adapted from the sponsor group s May 10, 2006 project summary

IFIF-ES—10 Alaska Department of Rovonuo



A K
STRAW DLED

Gas Act



Appendix A: Alaska Stranded Gas Development Act

Chapter 43.82. ALASKA S | KAMIKI) GAS tEVKLOPMEST ACT

Article 01. CONTRACTS FOR PAYMENTS IN LIEU OF OTHER TAXES

Sec. 43.82.010. Purpose.

The purpose of this chapter is to

(1) encourage new investment to develop the state's stranded gas resources by authorizing
establishment of fiscal terms related to that new investment without significantly altering tax
and royalty methodologies and rates on existing oil and gas infrastructure and production;

(2) allow the fiscal terms applicable to a qualified sponsor or the members of a qualified
sponsor group, with respect to a qualified project, to be tailored to the particular economic
conditions of the project and to establish those fiscal terms in advance with as much certainty

as the Constitution of the State of Alaska allows; and

(3) maximize the benefit to the peonle of the state of the development of the state's stranded
gas resources.

See. 43.82.020. Contracts for payments in lieu of other taxes and for royalty adjustments.

The commissioner may, under this chapter, negotiate terms for inclusion in a proposed
contract with a qualified sponsor or qualified sponsor group providing for

(1) periodic payment in lieu of one or more taxes that otherwise would be imposed by the
state or a municipality on the qualified sponsor or members of the qualified sponsor group as
a consequence of the sponsor's or group's participation in an approved qualified project under

this chapter; and
(2) certain adjustments regarding royalty under AS 43.52.220 .

Article 02. QUALIFICATION AND APPLICATION PROCEDURES

Sec. 43.82.100. Qualified project.

Eased on information available to the commissioner, the commissioner may determine that a
proposal for new investment is a qualified project under this chapter if the project

11) principally invokes

(A) the transportation of natural gas by pipeline to one or more markets, together with am
associated processing or treatment;

(1) the export of liquefied natural gas from the state to one or more other states or countries;

or

Alaska Dopnrimont ot Rovonuo FIF-A-1



Appendix A: Alaska Stranded Gas Development Act

(C) any other technology that commercializes the shipment of natural gas within the state or
from the state to one or more other states or countries;

(2) would produce at least 500,000,000,000 cubic feet of stranded gas within 20 years from
the commencement of commercial operations; and

(3) is capable, subject to applicable commercial regulation and technical and economic
considerations, of making gas available to meet the reasonably foreseeable demand in this

stale for gas within the economic proximity of the project.

Sec. 43.82.110. Qualified sponsor or qualified sponsor group.

The commissioner may determine that a person or group is a qualified sponsor or qualified
sponsor group if the person or a member of the group

(1) intends to own an equity interest in a qualified project, intends to commit gas that it owns
to a qualified project, or holds the permits that the department determines are essential to

construct and operate a qualified project; and
(2) meets one or more of the following criteria:

(A) owns a working interest in at least 10 percent of the stranded gas proposed to be
developed by a qualified project;

(B) has the right to purchase at least 10 percent of the stranded gas proposed to be developed
by a qualified project;

(C) has the right to acquire, control, or market at least 10 percent of the stranded gas
proposed to be developed by a qualified project;

(D) has a net worth equal to at least II) percent of the estimated cost of constructing a
qualified project;

(1i) has an unused line of credit equal to at least 15 percent of the estimated cost of
constructing a qualified project.

Sec. 43.52.120. Applications.

lai A qualified sponsor or qualified sponsor group may submit to the department an
application for development of a contract under AS 43.82.020 e\ ideneing that the
requirements of \S 13.82 loo and 43.82.110 are met. Ihe application must be submitted in
the manner and form and contain the information required by the department.

(h) Along with an application submitted under (a) of this section, an applicant shall submit a
proposed project plan for a qualified project that contains the following information based on

the information known to the applicant at the time of application;

FIE-A-2 Alaska Dopnrtmont ot Rnvonuo



Appendix A: Alaska Stranded Gas Development Act

(1) a description of the work accomplished as of the date of the application to further the

project;

(2) a schedule of proposed development activity leading to the projected commencement of
commercial operations of the project;

(3) a description of the development activity proposed to be accomplished under the
proposed project plan;

(4) a description of each lease or property that the applicant believes to contain the stranded
gas that would be developed if the project was built;

(5) a description of the methods and terms under which the applicant is prepared to make gas
available to meet the reasonably foreseeable demand in this state for gas within the economic
proximity of the project during the term of the proposed contract, including proposed

pipeline transportation and expansion rules if pipeline transportation is a part of the proposed

project;

(6) a detailed description of options to mitigate the increased demand for public services and
other negative effects caused by the project;

(7) a detailed description of options for the safe management and operation of the project
once it is constructed;

(8) other information that the commissioner of revenue, in consultation with the
commissioner of natural resources, considers necessary to make a determination that

(A) the work accomplished as of the date of application, the schedule of proposed
development activity, and the development activity proposed to be accomplished under the
proposed project plan reflect a proposal for diligent development on the part of the applicant:

(B) the proposed project plan does not materially conflict with the obligations of a lessee to
the state under a lease or under a pool. unit, or other agreement with the state: and

(L) the proposed project plan describes satisfactory methods and terms for accommodating
reasonably foreseeable demand for gas in this state within the economic proximitv of the

project during the term of the proposed contract.

(c) The requirements of (b) of this section do noi diminish the obligations ofa qualified
sponsor or member ofa qualified sponsor group to the state ot restrict the authority ot the
commissioner of revenue or the commissioner of natural resources under any other law or
agreement relating to a plan of development fora lease, pool, or unit.

Sec. 43.82.130. Qualified project plan.

Alaska Dopartrnont of Rovonuo FIF-A-3
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A proposed project plan submitted under AS 43.82.120 may be approved as a qualified
project plan under AS 43.82.140 if the proposed project plan

(1) reflects a proposal for diligent development of the project on the part of the applicant;

(2) does not materially conflict with the obligations of a lessee to the state under a lease or
under a pool, unit, or other agreement with the state; and

(3) describes satisfactory methods and terms for making gas available to meet the reasonably
foreseeable demand in this state for gas within the economic proximity of the project during

the term of the proposed contract.
Sec. 43.82.140. Review of applications and determination of qualifications.

(a) The commissioner shall review an application submitted under AS 43.82.120 to
determine whether the provisions of AS 43.82.100 concerning a qualified project and AS
43.82.110 concerning a qualified sponsor or qualified sponsor group have been met. The
commissioner may approve an application only if those provisions have been met.

(b) Ifthe commissioner approves an application under (a) of this section, the commissioner
and the commissioner of natural resources shall review the proposed project plan submitted
with the application to determine whether the provisions of AS 43.82.130 have been met.
The commissioner may approve the proposed project plan as a qualified project plan only if
the commissioner of natural resources concurs in the approval.

(c) The commissioner shall send to the applicant written notice of and the reasons for the
determinations made under (a) and (b) of this section.

Sec. 43.82.150. Actions challenging determinations on applications.

(a) Only an applicant under AS 43.82.120 who is aggrieved by a determination of the
commissioner of revenue or the commissioner of natural resources under AS 43.82.140 may

seek judicial review of the determination.

(b) The only grounds for judicial review of a determination made under AS 43 82 | .Ware

11) failure to follow the qualification and application procedures set our in AS 1vS2.
43.82.180; or

(2) abuse of discretion that is so capricious, arbitrary, or confiscatory as to constitute a denial
of due process.

Sec. 43.82.160. Multiple applications for similar or competing qualified projects.

Nothing in this chapter prohibits different qualified sponsors or different qualified sponsor
groups from submitting applications under AS 13.82.JJW relating to similar or competing

FIF-A-4 Alaska Dupartmont ot Ravonuo
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qualified projects or prohibits the commissioner of revenue or the commissioner of natural
resources from reviewing and approving applications and proposed project plans under AS
43.x2.MO relating to similar or competing qualified projects.

Sec. 43.82.170. Application deadline.

The commissioner of revenue or the commissioner of natural resources may not act on an
application for a contract submitted under AS 43.82.120 unless the application is received by
the Department of Revenue no later than March 31, 2005.

Sec. 43.82.180. Withdrawal of applications.

Subject to the terms ofa reimbursement agreement under AS 43.82.240 or other agreement
with the Department of Revenue, the Department of Natural Resources, the commissioner of
revenue, or the commissioner of natural resources affecting the withdrawal of an application,
a qualified sponsor or qualified sponsor group may withdraw an application submitted under
AS 43.82.120 at any time before the date that the commissioner of revenue submits a
contract to the governor under AS 43.82.430 without further obligation under this chapter.

Article 03. CONTRACT DEVELOPMENT

See. 43.82.200. Contract development.

If the commissioner approves an application and proposed project plan under AS 43.82.140.
the commissioner may develop a contract that may include

(1) terms concerning periodic payment in lieu of one or more taxes as prov ided in AS
43.82.210:

(2) terms developed under AS 43.82.220 relating to
(A) timing and notice of the state's right to take royalty in kind or in value; and

(13) royalty value;

(3) terms regarding the hiring of Alaska residents and contracting with Alaska businesses
uiuler AS 43 S2.23u ;

I-l Iterms regarding periodic payment to. or an equity or other interest in a project lor.
municipalities under As n2A)U ;

(5) terms regarding arbitration or alternative dispute resolution procedures;

(6) terms and conditions for administrative termination ofa contract under \s ;; \2 TC ;

and
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(7) other terms or conditions that are
(A) necessary to further the purposes of this chapter; or

(B) in the best interests of the state.
See. 43.82.210. Contract terms relating to payment in lieu of one or more taxes.

(a) If the commissioner approves an application and proposed project plan under AS
43.82.140 , the commissioner may develop proposed terms for inclusion in a contract under
AS 43.82.020 for periodic payment in lieu of one or more of the following taxes that
otherwise would be imposed by the state or a municipality on the qualified sponsor or
member ofa qualified sponsor group as a consequence of participating in an approved

qualified project:
(1) oil and gas production taxes and oil surcharges under AS 43.55;

(2) oil and gas exploration, production, and pipeline transportation property taxes under AS
43.56;

0) (Repealed. See. 6 eh 37 SLA 1999].

(4) Alaska net income tax under AS 43.20:

(5) municipal sales and use tax under AS 29.45.650 - 29.45.710:

(6) municipal property tax under AS 29.45.010 - 29.45.250 or 29.45.550 - 29.45.600:

(7) municipal special assessments under AS 29.46:

(S) acomparable tax or levy imposed by the state ora municipality after June 18, 1998;
(9) other slate or municipal taxes or categories of taxes identified by the commissioner.
(b) Ifthe commissioner chooses to develop proposed terms under (a) of this section, the
commissioner shall, if practicable and consistent with the long-term fiscal interests of the
state, develop the terms in a manner that attempts to balance the following priaeiples:
111the terms should, in eoniunetion with other factors such as cost reduction of the project,
cost overrun risk reduction of the project, increased fiscal certainty, and successful

marketing, improve the competitiveness ol the approved qualified project in relation to other
development efforts aimed at supplying the same market:

(2) the terms should accommodate the interests of the state, affected municipalities, and the
project sponsors under a wide range of economic conditions, potential project structures, and

marketing arrangements;
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(3) the state's and affected municipalities' combined share of the economic rent of the
approved qualified project under the contract should be relatively progressive; that is, the
state's and affected municipalities' combined annual share of the economic rent of the
approved qualified project generally should not increase when there are decreases in project
profitability, or decrease when there are increases in project profitability;

(4) the state's and affected municipalities' combined share of the economic rent of the
approved qualified project under the contract should be relatively lower in the earlier years

than in the later years of the approved qualified project;

(5) the terms should allow the project sponsors to retain a share of the economic rent of the
approved qualified project that is sufficient to compensate the sponsors for risks under a

range of economic circumstances;

(6) the terms should provide the state and affected municipalities with a significant share of
the economic rent of the approved qualified project, when discounted to present value, under

favorable price and cost conditions;

(7) the method for calculating the periodic payment in lieu of certain taxes under the contract
should be clear and unambiguous; and

(5) while cost calculations for the approved qualified project under the contract should he
based on amounts that closely approximate actual costs, agreed-upon f miulas reflecting
reasonable economic assumptions should be used if possible to promote administrative

certainty and efficiency.

(c) Except as provided in (b) of this section, the commissioner's discretion under this section
in developing proposed terms fora contract under \S 43.5S2.020 is not limited to
consideration of the economic rent of the approved qualified project.

See. 43.82.220. Contract tern s relating to royalty.

(a) Notwithstanding any contrary provisions of AS 38. the commissioner of natural
resources, with the concurrence of the commissioner of revenue and the affected parties
holding a state lease or unit agreement, may develop proposed terms for inclusion in a
contract under \S 43.52.Q2p that modify the tuning and notice provisions of the applicable
oil and gas leases and unit agreements pertaining to the state's rights to receive its royalty on

gas in kind or in value if

111the vlability of the approved qualified project depends on long-term gas purchase arid
sale agreements;

(2) certainty over time regarding the quantity of royally gas that the state may be tak.ag in
kind is needed to secure the long term purchase and sale agreements;
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(3) the specified period of the state’s commitment to take its royalty share in value or in kind
does not exceed the term of the purchase and sale agreements; and

(4) the modification does not impair the ability of the approved qualified project or the state
to meet the reasonably foreseeable demand in this state for gas within economic proximity of
the project during the term of the contract developed under AS 43.52.020 .

(b) Notwithstanding any contrary provisions of AS 38, the commissioner of natural
resources, with the concurrence of the commissioner of revenue and the affected parties
holding a state lease or unit agreement, may develop proposed terms for inclusion in a
contract under AS 43.X2.020 that establish a valuation method for the state's royalty share of

the gas production from an approved qualified project.

(c) The commissioner of revenue shall include any proposed terms relating to royalty
tlevcloped in accordance with this section in the proposed contract under AS 43.82.400 .

(d) Nothing in this chapter permits modification of the state's rights that relate to timing,
notice, and rights to receive oil royalty in kind or in value under oil and gas leases or unit

agreements.

Sec. 43.82.230. Contract terms relating to hiring of Alaska residents and contracting with
Alaska businesses.

(a) The commissioner shall include in a contract under AS 43.82.020 a term requiring the
qualified sponsor or qualified sponsor group and contractors of the qualified sponsor or
qualified sponsor group to comply with all valid federal, state, and municipal laws relating to
hiring Alaska residents and contracting with Alaska businesses to work in the state on the
approved qualified project and not to discriminate against Alaska residents or Alaska
businesses. Within the constraints of law, the commissioner shall also include in a contract
under AS 43.82.020 a term that requires the qualified sponsor or qualified sponsor group and
contractors of the qualified sponsor or qualified sponsor group to employ Alaska residents
and to contract with Alaska businesses to work m the state on the approved qualified project
to the extent the residents and businesses are available, competitively priced, and qualified

(h) The commissioner shall include in a contract under AS 13.82.021) 3 term requiring the
qualified sponsor or qualified sponsor group and contractors of the qualified sponsor or

qualified sponsor group to

11) advertise lor available positions in newspapers m the location where the work is to lie
performed and in other publications distributed throughout the state, including, n rural areas;

and

(2) use Alaskajob service organizations located throughout the state and not just in the
location where the work is to be performed in order to notify Alaskans of work opportunities

on the approved qualified project.
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(c) Subject to the voluntary agreement of the qualified sponsor, the commissioner may
include a term in the contract providing for incentives to encourage training and hiring of

Alaska residents.

(d) This section does not create or abridge individual rights and docs not create a private
right of action for any person.

(e) For purposes of this section,
(1) "Alaska business" means a firm or contractor that
(A) has held an Alaska business license for the preceding 12 months;

(B) maintains, and has maintained for the preceding 12 months, a place of business in the
state that competently and professionally deals in supplies, services, or construction of the
nature required for the approved qualified project; and

(C)is
(1) a sole proprietorship and the proprietor is an Alaska resident;

(ii) a partnership and more than 50 percent of the partnership interest is held by Alaska

residents;

(iii) a limited liability company and more than 50 percent of the membership interest is held
by Alaska residents;

(iv) a corporation that has been incorporated in the state or is authorized to do business in the

state; or

(v) ajoin>. venture and a majority of the venturers qualify as Alaska businesses under this

paragraph;

(2) "Alaskajob service organizations” means those offices maintained by the state and
recommended by the Department ot Labor and Workforce Development whose functions are

to aid the unemployed or underemployed in finding employment;
(3) "Alaska resident" means a natural person who

i.M receives a permanent fund dividend under AS 43.23; or

(B) s registered to vote under AS 15 and qualifies for a resident fishing, hunting, or trapping
license under AS 16;
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(4) available," as applied to an Alaska resident or Alaska business, means that the resident
or business is available for employment at the time required and is located anywhere in the
state, not just in the area of the state where the work is to be performed;

(5) "qualified," as applied to an Alaska resident or Alaska business, means that the resident
or business possesses the requisite education, training, skills, certification, or experience to
perform the work necessary for a particular position or to perform a particular service.

Sec. 43.82.240. Use of an independent contractor.

(a) The commissioner may use independent contractors to assist in the evaluation of an
application or in the development of contract terms under AS 43.82.200 . The commissioner
may condition the development of a contract under AS 43.82.020 on an agreement by the
applicant to reimburse the state for the reasonable expenses of independent contractors under
this section. A reimbursement of expenses that is required in an agreement authorized by this
subsection may not exceed $1,300,000 for each application.

(b) An independent contractor selected under this section must sign an agreement regarding
confidentiality and disclosures consistent with the determinations made under AS 43.82.310
before the contractor may review information that is determined confidential under AS

43.82.310.

(c) Selection of an independent contractor under this section is not subject to AS 36.30
(State Procurement Code).

Sec. 43.82.250. Term of contract; effective date.

The term ofa contract developed under AS 43.82.020 may be for no longer than is necessary
to develop the stranded gas that is subject to the contract; however, the term of the contract
may not exceed 35 years from the commencement of commercial operations of the approved

qualified project.
Sec. 43.82.260. Change of parties to an application or a contract; assignment of interests.

(a) A qualified sponsor or member ofa qualified sponsor group may assign an interest in or
add or withdraw a party to an application under \S 43.82.120 only if the commissioner has

(1) made a finding that the assignment, addition, or withdrawal is consistent wilh the
requirements of \S 43.N2.land

(2) given prior written approval for the assignment, addition, or withdrawal.

(b) A contract developed under this chapter may provide for the assignment to or withdrawal
ofa qualified sponsor or member ofa qualified sponsor group.
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(c) Upon being added to an application under this section, a party becomes a qualified
sponsor or a member of a qualified sponsor group, as appropriate, for the relevant project.

(d) The commissioner may not unreasonably withhold approval under (a) of this section, but
may condition the approval in any way reasonably necessary to protect the fiscal interests of

the state and to further the purposes of this chapter.

(e) For purposes of this section, an assignment includes a transfer of stock or a partnership
interest in a manner that changes control of a qualified sponsor or member ofa qualified

sponsor group.
Sec. 43.82.270. Project plans and work commitments.

A contract under AS 43.82.020 must include the qualified project plan approved under AS
43.82.140 and provisions for updating the plan at reasonable intervals until the
commencement of commercial operations of the approved qualified project. The
commissioner of revenue, in consultation with the commissioner ofnatural resources, may,
as a term in a contract under AS 43.52.020 , include work commitments or other obligations
in the contract to be accomplished before the commencement of commercial operations of

the approved qualified project.

Article 04. REQUESTS FOR INFORMATION; CONFIDENTIALITY; DISCLOSURE OF
INFORMA'Il ION

Sec. 43.82.300. Requests for information.

The commissioner of revenue or the commissioner of natural resources may request from an
applicant information that the respective commissioner determines is necessary to perform
the respective commissioner's responsibilities under AS 43.82.140 . If the application is
approved under AS 43.82 140, the respective commissioner shall require the successful
applicant to provide financial, technical, and market information regarding the qualified
project that the respective commissioner determines is necessary for the purpose of
developing contract terms for the qualified nrojcct under AS 43.52.2t)(). If requested
information is not provided, the commissioner of revenue may not continue to review the
application under AS 43.82.140 or develop the contract under AS 43.S2.2dH - 43.82.270, as

applicable.
Sec. 43.82.310 Disclosure of information: confidentiality.

(@) An applic. may request confidential treatment of information that the applicant
provides under \S 43.82 3ili>by clearly identifying the information and the reasons
supporting the request for confidential treatment. The commissioner of revenue or the
commissioner of natural resources, as appropriate, shall keep the information confidential
until the commissioner determines whether the requirements of (b) of this section are met. If
the commissioner of revenue or the commissioner of natural resources has not made a
determination under (b) of this section within 14 days after receiving a request for
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confidential treatment, the request is considered denied. If the appropriate commissioner
determines that the information does not meet the requirements of (b) of this section or if the
commissioner fails to make a determination within 14 days, the commissioner shall return the
information and any copies of it at the request of the applicant. If the commissioner of
revenue or the commissioner of natural resources, as appropriate, returns information under
this subsection, the commissioner shall cease review of tiu application or cease contract
development under AS 43.82.200 - 43.82.270, as appropriate, unless the commissioner
determines that the returned information is unnecessary to make a determination on the
application or to develop contract terms under AS 43.82.200 - 43.82.270.

(b) Ifrequested by the applicant, information provided to the commissioner of revenue or the
commissioner of natural resources under AS 43.82.300 shall be kept confidential if the
commissioner receiving the information determines, upon an adequate showing by the

applicant, that the information

(1) is a trade secret or other proprietary research, development, or commercial information
that the applicant treats as confidential;

(2) affects the applicant's competitive position; and

(3) has commercial value that may be significantly diminished by public disclosure or that
public disclosure is not in the long-term fiscal interests of the state.

(c) Information determined to be confidential under (b) of this section is confidential under
that subsection only so long as is necessary to protect the competitive position of the
applicant, to prevent the significant diminution of the commercial value of the information,
or to protect the long-term fiscal interests of the state. The commissioner of revenue or the
commissioner of natural resources, as appropriate, may not release information that the
commissioner has previously determined to be confidential under (b; of this section without

providing the applicant notice and an opportunity to he heard.

(d) Notwithstanding the limitation in (c) of this section, the Department of Revenue and the
Department of Natural Resources may provide to one another, to the Department of Law. to
the legislature, and to the Office of the Governor any information provided under AS
43.82.300 relevant to the implementation of this chapter or to the enforcement of state or
federal laws. Information that is exchanged under this subsection that was determined to be
confidential under (b) of this section remains confidential except as prov ided in (e) of this
seetii n. The portions of the records and files of the Department of Revenue, the Department
of Natural Resources, the Department of Law. the legislature, and the Office of the Governor
that reflect, incorporate, or analyze information that is determined to be confidential under
Ib) of this section are not public records except as provided in (c) of this section.

(e) Notwithstanding the limitation in (c) of this section, information that is determined to be
confidential under (b) of this section shall be disclosed on request by the commissioner of
revenue, the commissioner of natural resources, or the attorney general to a legislator; to the
legislativ e auditor; and. as directed by the chair or vice-chair of the Legislative Budget and
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Audit Committee, to the director of legislative finance, to the permanent employees of those
divisions who are responsible for evaluating a contract under AS 43.82.020, and to agents or
contractors of the legislative auditor or the director of legislative finance who are engaged to
evaluate a contract under AS 43.82.020 . h formation that is determined to be confidential
under (b) of this section may also be disclosed by the commissioner of revenue or the
commissioner of natural resources to an independent contractoi under AS 43.52.240 or to a
municipal advisory group established under AS 43.82.510 . Before confidential information
is disclosed under this subsection, the person receiving the info mation must sign an

appropriate confidentiality agreement.

(f) Ifthe commissioner of revenue chooses to develop a contract under AS 43.82.020 . the
portions of the records and files of the Department of Revenue, he Department of Natural
Resources, the Department of Law. and a municipal advisory group established under AS
43.82.510 that reflect, incorporate, or analyze information that is relevant to the development
of the position or strategy of the commissioner of revenue, the commissioner of natural
resources, or the attorney general with respect to a particular provision that may be
incorporated into the contract arc not public records until the commissioner of revenue gives
public notice under AS 43.82.410 of the commissioner's preliminary findings and
determination under AS 43.82.400 . Nothing in this subsection

(1) makes a record or file of the Department of Revenue, the Department of Natural
Resources, or the Department of Law a public record that otherwise would not be a public

record under AS 40.25.1(li) - 40.25.220;
(2) affects the confidentiality provisions of (a) *(e) of this section: or

(3) abridges a privilege recognized under the laws of this state, wnclhcr at common law or
bv statute or by court rule.

Article 05. CONTRACT RKV1LW, APPROVAL, AND TERM1NA fION

Sec. 43.82.400. Preliminary findings and determination regarding the contract.

(a) If the commissioner develops a proposed contract under AS 43 82.200 - 43.82.270, the
commissioner shall

(1) make preliminary findings and a determination that the proposed contract terms are in
the long-term fiscal interests of the state and further the purposes of this chapter; and

(2) prepare a proposed contract that includes those terms and shall submit the contract to the

governor.

(b) To make the preliminary findings and determination required by (alt I) of this section,
the commissioner shall compare the projected public revenue anticipated from the approved
qualified project with the estimated operating and capital costs of the additional stale and
municipal serv ices anticipated to arise from the construction and opeiation of the approved
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qualified project. The commissioner shall address the reasonably foreseeable effects of the
proposed contract on the public revenue.

(c) Inconjunction with the making of preliminary findings and determination required by
(a) (1) of this section, the commissioner shall describe the principal factors, including the
projected price of gas, projected production rate or volume of gas, and projected recovery,
development, construction, and operating costs, upon which the determination made under
(a)( 1) of this section is based. If the commissioner has previously submitted a proposed
contract to the governor, the commissioner shall describe any material differences between
the terms of the currently proposed contract and the previously proposed contract.

Sec. 43.82.410. Notice and comment regarding the contract.

The commissioner shall

(1) give reasonable public notice of the preliminary findings and determination made under
AS 43.82.400 ;

(2) make copies of the proposed contract, the commissioner's preliminary findings and
determination, and. to the extent the information is not required to be kept confidential under
AS 43.82.310 . the supporting financial, technical, and market data, including the work
papers, analyses, and recommendations ofany independent contractors used under AS

43.82.240 available to the public and to

(A) the presiding officer ofeach house of the legislature;

(B) the chairs of the finance and resources committees of the legislature; and
(C) the chairs of the special committees on oil and gas. if any. of the legislature:

(3) offer to appear before the Legislative Budget and Audit Committee to provide the
committee a review of the commissioner's preliminary findings and determination, the
proposed contract, and the supporting financial, technical, and market data; il'the Legislative
Budget and Audit Committee accepts the commissioner's offer, the committee shall give
notice of the committee's meeting to the public and all members of the legislature: if the
financial, technical, and market data that is to be provided must he kept confidential under
\S 43.82.310 . the commissioner may not release the confidential information during a

public portion ofa :ommitlee meeting; and

(4) establish a period ofat least 30 days for the public and members of the legislature to
comment on the prt posed contract and the preliminary findings and determination made

under AS -13.82.40t .

Sec. 43.82.420. Coordin ition of public and legislative review.
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To the extent practicable, the commissioner shall coordinate the public comment opportunity
provided under AS 43.82.410 (4) with a review by the Legislative Budget and Audit

Committee under AS 43.82.4 If) (3).

Sec. 43.82.430. Final findings, determination, and proposed amendments; execution of the

contract.

(a) Within 30 days after the close of the public comment period under AS 43.82.410 (4). the
commissioner of revenue shall

(1) prepare a summary of the public comments received in response to the proposed contract
and the preliminary findings and determination;

(2) after consultation with the commissioner of natural resources, if appropriate, and with the
pertinent municipal advisory group established under AS 43.82.510 . prepare a list of
proposed amendments, ifany, to the proposed contract that the commissioner of revenue

determines are necessary to respond to public comments;

(3) make final findings and a determination as to whether the proposed contract and any
proposed amendments prepared under (2) of this subsection meet the requirements and

purposes of this chapter.

(b) After considering the material described in (a) of this section and securing the agreement

of the other parties to the proposed contract regarding any proposed amendments prepared
under (a) of this section, if the commissioner determines that the contract is in the long-term
fiscal interests of the *tate the commissioner shall submit the contract to the governor.

(e) The commissioner's final findings and determination under (a) of this section are final
agency decisions under this chapter.

See. 43.82.435. Legislative authorization.

The governor may transmit a contract developed under this chapter to the legislature together
with a request for authorization lo execute the contract. A contract developed under this
chapter is not binding upon or enforceable against the state or other parties to the contract
unless the governor is authorized to execute the contract by law. The state and the other
parties to the contract may execute the contract within 60 days after the effective date of the

law authorizing the contract.

Sec. 43.82.4 10. Judicial review.

A person may not bring an action challenging the constitutionality ofa law authorizing a
contract enacted tinder AS 1L82.435_or the enforceability ofa contract executed under a law
authorizing a contract enacted under AS 43 S2.455 unless the action is commenced within
120 days after the date that the contract was executed by the state and the other parties to the

contract.
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Sec. 43.82.4-J5. Administrative termination of a contract.

(a) The commissioner shall include terms in a contract developed under AS 43.82.020 that
provide for administrative termination ofa party's rights under the procedures and conditions

set out in this section if the party has

(1) ceased to meet the requirements of AS 43.82.110 as a qualified sponsor or qualified

sponsor group;

(2) intentionally or fraudulently misrepresented, in whole or in part, material facts or
circumstances upon which the contract was made;

(3) failed to comply with a condition or material term of the contract ora provision of this

chapter; or

(4) failed to comply with the approved qualified project plan or any updated project plan.

(b) Before administrative termination ofa contract under this cction, the commissioner shall
give notice to the parties of the commissioner's intent to terminate the contract and an
opportunity to be heard. The commissioner may also provide the parties an opportunity to
cure any deficiency that is the basis for the termination ifthe commissioner determines that

curing the deficiency is appropriate under the circumstances.

(c) Notwithstanding (a) and (b) of this section, the commissioner may not administratively
terminate a contract after the party has committed full project funding except as provided in

(e) of this section.

(d) A party to a contract who is affected by the commissioner's action to terminate under (a)
of this section may lile an appeal with the superior court under the Alaska Rules of Appellate

Procedure.

(e) The commissioner may provide terms and conditions in a contract developed under AS
*13.52.Q2t) upon which a party's rights under the contract may be administratively terminated

after the party commits full project funding.
Article 06. MUNICIPAL PARTICIPATION
Sec. 43.52.500. Obligation to share payments with municipalities.

If the commissioner develops a contract under \s 4 Ls2 u2o that includes terms that exempt
a party to the contract, and the property, gas. products, and activities associated with the
approved qualified project that is subject to the contract, from a municipal tax or assessment
in accordance with AS 2Q.43.S 1o or \S 30.4(1ld lo (b). or AS 43.82.200 and 43.82.210, the
commissioner shall include a term in the contract that the party pay a portion of the periodic
payments due under the contract to the revenue-affected municipality.
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Sec. 43.82.505. Payments to economically affected municipalities.

If the commissioner executes a contract under AS 43.82.020 that will produce one or more
economically affected municipalities, the commissioner shall include a term in the contract
that provides fora portion of the periodic payments to the economically affected
municipalities under the principles in AS 43.52.521).

Sec. 43.82.510. Municipal advisory group.

(a) Ifthe commissioner approves an application and proposed project plan under AS
43.82.140 and decides to develop a contract under AS 43.82.020 and 43.82.200, the
commissioner shall notify each revenue-affected municipality and economically affected

municipality

(b) The mayor ofa municipality notified by the commissioner under (a) of this section may
appoint one representative to a municipal advisory group in relation to the application.

(c) Each municipal ad- isory group serves until a final action is taken on the application for
which the group was appointed.

(d) Each municipal advisory group shall elect a chair.

Sec. 43.82.520. Duties of the :ommissioncr of revenue in relation to municipal participation.

(@) The commissioner shall meet with each municipal advisory group periodically to report
on the development of the contract provisions that affect the municipalities.

(h) In developing a contract under \S 43.82.200 - 43.82.270. the commissioner shall ensure
that each revenue-affected municipality and economically affected municipality receives a
fair and reasonable share of the payments provided under AS 43.82.210 in accordance with

the following principles:

(1) the share of the payments to revenue-affected municipalities should be given prioiity
over payments to economically affected municipalities with due regard to the anticipated size
of the tax base that th** contract would exempt from municipal taxation by revenue-affected

municipalities;

(2) the share oftlie payments to municipalities should be determined with due regard to the
anticipated economic and social burdens that would be imposed on the municipality by

construction and operation of the project:

(3) the respective shares of the total payments to the state and to municipalities should he
lixed in a manner to ensure that their respective interests are aligned,;

(4) to the extent practicable, the periodic amounts paid to each of the municipalities should
be stable and predictable; and
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(5) to the extent practicable, the provisions for sharing payments with municipalities should
be consistent with the principles established in AS 43.52.210 (b).

(c) Inestablishing the municipal shares under (b) of this section, the commissioner shall
consult with the pertinent municipal advisor}' group.

Sec. 43.82.600. Governing law.

If a provision of this chapter conflicts with another provision of state or municipal law, the
provision of this chapter governs.

Sec. 43.82.610. Regulations.

The commissioner of revenue, the commissioner of natural resources, and the commissioner
of labor and workforce development may adopt regulations to carry out their respective

duties under this chapter.
Sec. 43.82.620. Procedures for collection of amounts due; security.

(a) The commissioner may adopt procedures for the collection of amounts due the state
under a contract developed under AS 43.X2.020 . including the collection of interest and

penalties.

(b) The commissioner may require a party to a contract developed under AS 13 82.020 to
provide security sufficient to guarantee amounts due under the contract.

Sec. 43.82.630. Reports and audits.

The commissioner may require periodic reports from and may at reasonable intervals conduct
audits and inspect the books ofa party that has entered into a contract developed under AS
43.82.020 to ensure compliance with the provisions of this chapter and the regulations
adopted under this chapter and of the terms of the contract.

Sec. 43.82.640. Annual report of the commissioner of labor and workforce development.

On an annual basis, the commissioner of labor and workforce development shall prepare and
present to the legislature a comprehensive report on each party to a contract with the stale
developed under AS 43.52.020 , and its contractors, regarding the state residency of the
employees working in this state on the approved qualified project that is subject to the
contract. The commissioner of labor and workforce development shall use state data bases,
including data from the quarterly reports by a parly to the contract developed under AS
43.52.02(i and its contractors for unemployment insurance purposes, to determine state
residency of employees regarding compliance with AS 43.82.230 .

Article 08. GENERAL PROVISIONS
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Sec. 43.82.900. Definitions.
In this chapter, unless the context requires otherwise,

(1) "affected municipality” means an economically affected municipality ora revenue-
affected municipality;

(2) "commencement of commercial operations” means the start of regular deliveries of
marketable products from an approved qualified project;

(3) "cubic foot ofgas" means the quantity of gas contained in a volume of one cubic foot at a
standard temperature of 60 degrees Fahrenheit and a standard absolute pressure of 14.65

pounds per square inch;

(4) "economically affected municipality"” means a municipality the commissioner of revenue
determines will be reasonably required to provide additional public services under the terms
proposed in an application approved under AS 43.82.140 fa); the commissioner may consider
historical data from construction of the Trans Alaska Pipeline System, and information
submitted by a municipality in making the determination;

(5) "economic proximity" means the distance within which a person may be willing to
design, construct, and operate a gas line to provide service to a local consumer;

(6) "economic rent" means the estimated total gross revenue less estimated total costs for a
qualified project over the term ofa contract under AS «13.52.020 , measured in undiscounted
nominal dollars; for purposes of this paragraph, total Costs do not include a rate of return on

capital, financing costs, or any payments to governments;

(7) "full project funding™ means full approval by a party to a contract tinder AS 43.52.tt2Q
for the expenditure of the capital necessary' for construction and operation of the approved
gualified project that is subject to the contract.

(8) "gas" has the meaning given in AS 43.55.()()d;
(9) "group™ means two or more persons;
(10) "lease or property” has the meaning given in AS 43.55.900 ;

I 11l "periodic payment™ means payment made in lieu of one nr more oilier taxes under a
contract under \S «vS3.02i);

(12) "revenue-affected municipality™ means a municipality that the commissioner 0.  venue
reliably expects will be restricted from imposing a tax. or a portion ofa tax, as a result of
implementation ofa contract developed under this chapter;
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(13) ‘"stranded gas" means gas that is not being marketed due to prevailing costs or price
conditions as determined by an economic analysis by the commissioner fora particular
project.

Sec. 43.82.990. Short title.

This chapter may be cited as the Alaska »Stranded«< >+Gas* » ¢Development* »»ACt*,
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15USCS§ 72fi

ij 720d Federal Coordinator

(a) Establishment. There is established, as an independent office in the executive branch, the Office of the Federal Co-

ordinator for Alaska Natural Gas 1ransportation Projects.

(b) Federal Coordinator.
(1) Appointment. The Orticc shall be headed by a Federal Coordinator for Alaska Natural Gas Transportation Pro-

jects. who shall be appointed by the President, by and with the advice and consent of the Senate, to serve a term to last
until I year following the completion of the project referred to in section 103 115 USCS§ 720a,
(2) Compensation. The Federal Coordinator shall be compensated at the rate prescribed for level Il ofthe Executive

Schedule (5 U U ~1).

(c) Duties. The Federal Coordinator shall be responsible for-
(1) coordinating the expeditious discharge of all activities by Federal agencies with respect to an Alaska nalura' gas

transportation project; and
(2) ensuring the compliance of Federal agencies with the provisions of this division 115 USCS" 720et seq.J,

(d) Reviews and actions of other Federal agencies.
(1) Expedited reviews and actions. All reviews conducted and actions taken by any Federal agency relating to an

Alaska natural gas transportation project authorized under this section shall be expedited, in a manner_consisicnt with
completion of the necessary reviews and approvals by the deadlines under this division 115 USCS§§ 720et scq.].

(2] Prohibition ofcertain terms and conditions. No Federal agency may include in any certificate, right-of-way, per-
mit. lease, or other authorization issued to an Alaska natural gas transportation project any term or condition that may be
permitted, but is not required, by any applicable law if the Federal Coordinator determines that the term or condition
would prevent or impair in any significant respect the expeditious construction and operation, or an expansion, of the
Alaska natural gas transportation project.

(3) Prohibition of certain notions. Unless required by law, no Federal agency shall add to. amend, or abrogate any cer-
tificate. right-of-way, permit, lease, or other authorization issued to an Alaska natural gas transportation project if the
Icdecml Coordinator determines t' at the action would prevent or impair in any significant respect the expeditious con-
struction and operation, oi an expansion, of the Alaska natural gas transportation project.

(4) l.imitation. The Federal Coordinator shall not have authority to—

(A) ovcrride-
(D the implementation or enforcement ot regulations issued by the Commission under section 103 (15 USCS <

720a\: or
(til an order by the Commission lo expand the project under section 105 115 USCS$ 720C], or

(B) impose any terms, conditions, or requirements in addition to those imposed by the Commission orany agency

with respect to construction and operation, or an expansion of, the project
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(e) Stale coordination.
(1) In general. The Federal Coordinator and the State shall enter into ajoint surveillance and monitoring agreement

similar to the agreement in effect during construction ofthe Tr .s-Alaska Pipeline, to be approved by the President and

the Governor of the State, for the purpose of monitoring the construction ofthe Alaska natural gas transportation pro-

ject.
(2) Primary responsibility. With respect to an Alaska natural gas transportation project—

(A) the Federal Government shall have primary surveillance and monitoring responsibility in areas where the Alaska

natural gas transportation project crosses Federal land or private land; and
(13) the State government shall have primary surveillance and monitoring responsibility in areas where the Alaska

natural gas transportation project crosses State land.

(0 Transfer of Federal Inspector functions and authority. On appointment of the Federal Coordinator by the President,
all ofthe functions and authority of the Office of Federal Inspector of Construction for the Alaska Natural Gas Trans-
portation System vested in the Secretary' under section 3012(b) of the Energy Policy Actof 1992 {15 USC 71% note;
Public Law 102-486), including all functions and authority described and enumerated in the Reorganization Plan N

1079 (44 Fed. Req. 3366)) 15 USCSS 903 note], Executive order No. 12142 o fune 21, 1979 (44 Fed. Reg. 36902 1
HE TS T oo P e : f s oy 521

71%notej, and section 5 of the President’s decision, shall be transferred to the Federal Cooidinator.

(9) Temporary authority. The functions, authorities, duties, and responsibilities of the Federal Coordinator shall be
vested in the Secretary until the earlier of the appointment of the Federal Coordinator by the President, or 18 months

after the date of enactment of this Act (enacted Oct. 13. 2004 J

HISTORY:
(Oct. 13, 2004. P.L. 108-324. DivC, § 106, 118 Slat. 1259; Dec. 30, 2005, P.L. 109-148, Div A, Title VIII, § 8128,

119 Slot. 2731.)
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Amendments;

2005, Act Dec. 30, 2005. m subsec. (g). substituted "earlier" for "later".



