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TWENTY-FTFTH LEGISLATURE - FOURTH SPECIAL SESSION 

BV THE HOUSE RULES CO!lo1.MITTE[ BV REQUtST or THE COVERNOR

A111tt1.S.d: 7/2JIOS 

I at rod ucfll: 61Jq 

A BJLL 

FOR AN ACT ENTITLED 

"An Act 1ppro¥iog ia1a•ce of a liceoK by the commissioner of revenue and the 

2 commissioner of nar.ral resources to TraosC1n1da Alaska Company, 1.1,C and 

3 Foothills Pipe Lines LJd.. jointly as licenSff, under the Aluka Guliae lndunnumt Acc." 

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

5 • Section 1. The uncodnied la" of the St.ate of Alaska is amended by adding a new section

6 10 n:ad: 

7 APPROVAL OF ISS ANCE OF LICENSE UNDER THE ALASKA GASLINE 

8 I DUCEMENT ACT. The commissioner of revenue and the commissioner of natural 

9 resources arc authorizec3 ro issue a license under AS 43.90.010 - 43.90.990 10 TransCanada 

10 Alaska Compan�. LLC :md Foothills Pipe Lines Ltd.,jointly as licensee. 

HBJOOlb _,_ 

__ , Tvtt 1/nderl u:ed (D£1,S1'ED TEXT B/UC:KlrrE!JJ 
HB JOOl(tfd fld) 



FISCAL NOTE 

ST A TE OF ALASKA 
2008 LEGISLATIVE SESSION 

Fiscal Nole Numt>er. 
Bill Vers10n· 
(H) Publ:sh Dall • 

HB 3001 

.;,lde;:;;,;;ntile:;:;. ;:.;r_,(file=-name=;,;,-i.1,.....,,,--,--.,..,,...,...--,-,,-..,.;:;l001:e=...;.f>NR'--'"'-O&=G;;....C.;;.;'-... 21,,01 __ ;.;;.,_ __ 0ept A/IK18d Natural Rnources 
Tille Alaska Gullne lneluclment Ad liCanM ROU Resource O..-.oi,men1 
..,,...-----.'""'"-.,-=---------------Component Od ano Gn O..:..opnenc
Sponsot Rules comm111ee 

Req!latlr -"c;o...,, ____ iot __________________ Compor.enc Numoe, 

�"°" 
Aaaund 

(Thousane1, of Donars} 

triformnon 

438 

OPERA TIHG EXP£NDrTURl!S FY 2009 FY 2009 FY 2010 FY 2011 'Y 2012 "'20'3 FY2014 
Personal Servlon 
Tta-..l 
Conuactull 
S119plills 
Equ""'"'m 
i...nd & Slruc:t.wu 
Granes & Clams 
Miscellaneous 

TOTAL OPEIU.TING 

!CAPITAL EXP£N0CTUR£S 

!cHANGE IN REVENUES I
FUNDSO\MCE 
1002 Federal Rece� 
1003 GF Matdl 
1004 GF 
1005 GF/Prog,..., Raoe;pts 
1037 GFIMlnlll HHIII\ 
Othe· lnte<aoancv Recelota 

TOTAL 

ESllmlle of any CUMftt YNr (FY2008) coat 

POSITIONS 

I
FuM'11e 
Pan·llffle 
Teml)O(lry 

ANALYSIS: (Altr.l'I,_.,.,,___,,

0.0 o.o 0.0 o.o o.o 0.0 OJI 

CThouaandl of D0la1'Sl 

o.o 0.0 0.0 o.o 0.0 0.0 0.0 

This bill would g!Ye approval for iuuaoce of a � t>y the c:ommlss,oners of the depanmenr, ot NIIC\Jral ReSOUfces 
and Revenue under the Alaska GasWne lnclucernent Ac. (AGIA). The success or the state's gashoe projed could mean 
btfllons of dollars in furure state revenues. 

P191)ated '3,/. Ke\/"1 Banks, Ac:ti'IQ Dir.ctor 
OMAlon OMslon cl 0d and GN 

Apc)rove<I by Tom ll'Wltl, CorrwniHicnet 
NIIUR! Rnoun:es 

Phone 250-a800 
o.iem,,,. May 211. 200& 

D11e May 2&, 20011 
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2008 LEGISLATIVE SESSION 

Fisut Nole Numtier, 
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(H) Pu:,,15h Dale· 

') 

,,_,.,OI-Glt5.,.... ..... .00-� .... .oA$.6.c....,...11 ... .ol ....... ____ �lAll'eded: ...... · --r.r.:04�R:;:ewn�;::•::._.,... __ 
AGIA UcanM � R0V klmin end Support 

-
-----

-'-'-----.............. "'-'-'=-...a;
--

-
--

-C(Jmpcner,1 -
-

--'-Aciii,ii'T.:�n;,:.S.�MCe:;-,--iz::,:::... __ 
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_________ Gcw""'"'�mcr ..... ________ CcmpoMntNumbet 

Aflpropnelion 
ReciuirllCI 

(Thousand• o! Dollars) 

lnformaocn 

12� 

OPERA T1HG EXP£HDfTURES FY2COI FY 200I ,V 2010 FY 2011 FY 2013 ,y 2013 FY 201, 
Pe,_,. ServieeS 
TraWII 
ConlrtdUII 
Sul)l)lill 
Equ,pmene 
Land & SlrUCIUm 
Gra�ts & Claim, 

TOTAL OPERATING 

;
PITAL EXPENDITURES 

ANGE IN REV£NUES ( 

0.0 0.0 0.0 0.0 0,0 0.0 

FUND SOURCE (ThouundS of Oo�arsl 
1002 FedeJII Rece,p:a 
1003 GF Maleh 
1004GF 
1005 GFIP1cg:1m Rece_p!S 
1037 GF1Men-.1 Helllh 

TOTAL 

Estlmalll of any c:..,,_ ra,ar (FY:IOOI) c:cet: 
POSITIONS 

I;::: 
.r•me0'!11X 

ANALYSIS: (At:«:h•-f>ll98IIMCeUMY/ 

Passage or tt,is bill approves 1he issuance of a licll!nse by lhe Commissiot11tra or Revenue and Natural Resources to 
TransCanada Ala,ka Company. UC and Foo1hms Pipe linas. LTD. jointly as licensee, under the AlaSka Gasllne 
lnduoemeR Act The app,oval of tnis license along with the appropriation of $500 million in a separate bWI entitles 
TransCanada Alaska Company. LLC and Footnijls Pipe Lines, LTD to reimbursement or up lo S500 mitl,on of quatified 
expenditures under regulalions adopted by tne Department of Revenue (15 MC 90.010. 15 AAC 90 030). The 
Department of RltY9llue wil make these reimbu"9menls wrth the cooperation of the Alaska Galhne Inducement Act 
coordinatot in the Office ot the Governor and wilh technical advice from the Oepartmenl of Natural Resources No 
addlbOnal stalling or funding wiU be required by the Departmem of Revenue as a result of the pasuge of lnis bill. 

P19pareo by .::Je::.:rry...,Su
:;;;.;.

me=::::.•-------------------
Orvislon .AOmin � 
-"'P<evea by Jeny._::::.Bll::.:mec.=.::�

c.,.,,,------------------­
Oepe11me111 ct Revenue 

Phone '85-2312 
oawrme Sl2Mla 12 OOAM 

Oalltsrnll2008 
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HBJOOI House Lclkroflntcnt CM�A() Th, pwposc of the award of an exclusive W:ensc to Trmsc...d., Alaska � C.Omp2ny1 U.C and Foothills Pipe Lines Ltd. {hcrwter n:f erred to as Trans�) is to expedite bringing Nonh Slope gas to market. To meet the�U. Awka C.Oostirution's mandate to develop Alaska's resources for the maximum benefit to Alaslans, iI is the intent of the legisbrure that the executi,-t br.uxh continues to aid projec proposals in addition to just a Transuaada pipeline I ct1· \into Canada. It is the intent of the legislature th.tan AGIA license will cna� � and eocounge m� Alaska gas line/liquefied natural gas (I.NG) project within the TransCanada project. 

? Recognizing that high energy prices have resulted in m en.eigy crisis in 'f' communities throughout the stite, it is the intent of the legislature that an � � award of an exclusive license to TransCanada not interfere "a,ith the rapid g !""7 ,'fl(/ delivery of �orth Slope gas to Alaskan markets. The legisbrurc urge.s the I J • construction of a project that "WOuld facilitite delivery of in-stitc gas by vny of rl/J.Y( I 5 a project built as part of a T ransGmada project. Haw� rTo prepare for an open season that includes an All Alaska gas line/LNG project in conjunction �irui the Transunada project into Canada, it is the Doi I intent of the legisbrure that such project receives the assisunce of the executive Joh n branch and be gr.uit.ed expedited review and action by Sf.ate agencies. ()et'.) 
Salmon Nothit:g in this letter of intent is intended to alter the obligatiom of the parties , Jeu e (under tae law, and nothing in this letter is intended to encoungc the violation /V/ / of these obligations. f.dg nm
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OFFERED IN THE SENATE 

TO: HB 300l(efd fld) 

1 Page 1, line 3, following "Act":

AMENDMENT 

2 Insert"; and providing for an effective date" 

3 

4 Page 1, following line 10: 

5 Insert new bill sections to read: 

Chenoweth/Bullock 

1}-
7/30/08 

6 "* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section to 

7 read: 

8 CONTINGENT EFFECT OF LICENSE APPROVAL. The provisions of sec. 1 of this 

9 Act are contingent on 

10 (I) the written offer of the parties identified jointly as the licensee in sec. 1 of

11 this Act to the parties having control of significant North Slope natural gas reserves that are 

12 proposing an alternative natural gas pipeline project to participate in good faith negotiations 

13 as described in this paragraph, and, if the offer is accepted, the negotiation in good faith as 

14 described in the paragraph; the negotiations shall seek to secure common agreement to 

15 eliminate proposals for competing natural gas pipeline projects, as that phrase is defined in 

16 AS 43.90.440, for North Slope natural gas reserves; it is material to the state's interest in the 

17 negotiations that an agreement between the parties have the result of foregoing the need for 

18 issuance of a license under AS 43 .90, including the appropriation of licensee reimbursements 

19 as authorized by AS 43.90.1 IO(a){ l ); to implement this paragraph, 

20 {A) negotiations shall be conducted among 

21 (i) the commissioners of revenue and natural resources or their

22 respective representatives; 

23 (ii) representatives of the parties identified jointly as the

L -1-



I licensee in sec. 1 of this Act; and 

25-GH30SS\AA.9 

2 (iii) representatives of the parties having control of significant

3 North Slope natural gas reserves that are proposing an alternative natural gas 

4 pipeline project; 

5 (B) the parties identified in (A) of this paragraph may

6 (i) include in the negotiations representatives of other entities

7 whose presence may be useful to achieve the outcome described in this 

8 paragraph, as these parties may mutually agree; and 

9 (ii) agree to conduct the negotiations with or without use of the

10 services of a mediator, as the parties may themselves determine; if the parties 

11 agree to use of the services of a mediator, the mediator shall be a person whose 

12 identity is mutually agreeable to the parties; and 

13 (C) negotiations undertaken under this section are not to be considered

14 meetings of a governmental body of a public entity of the state that are subject to the 

15 requirements of AS 44.62.310 - 44.62.312; and 

16 (2) the passage of a number of days set out in this paragraph following the

17 condition described in the corresponding subparagraph; when the condition described in this 

18 paragraph has been met, the commissioners of natural resources and revenue shall issue the 

19 license; under this paragraph, the commissioners may not issue the license before the effective 

20 date of sec. 1 of this Act, and 

21 (A) unless subject to the limitation set out in this subparagraph, shall

22 issue the license not sooner than 180 days after the date of final execution of the 

23 common agreement among the parties that is substantially as described in (1) of this 

24 section; however, if, under the terms of that agreement, the parties consent to forego 

25 the need for issuance of a license under AS 43.90, then, notwithstanding any other 

26 provision of law, the commissioners may not issue the license; or 

27 (B) shall issue the license not sooner than 45 days after the earlier of

28 the date that 

29 (i) the commissioners advise the governor that one or more of

30 the parties described in ( I )(A)(iii) of this section have notified them, or either 

31 of them, that the party or parties will not participate in the negotiations 

L -2-



I described in this section; or 

25-GH3055\AA.9

2 (ii) the parties described in ( l )(A)(ii) and ( l)(A)(iii) of this

3 section certify to the governor that they have mutually agreed that negotiations 

4 to secure the common agreement as described in (1) of this section to eliminate 

5 proposals for competing natural gas pipeline projects for North Slope natural 

6 gas reserves cannot be obtained. 

7 * Sec. 3. Section 2 of th.is Act takes effect immediately under AS O 1.10.070( c ). "

L -3-
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6 "* Sec. 2. The uncodjfied Jaw of the State of Alaska is amended by adding a new section to 

7 read: 

8 CONTINGENT EFFECT OF LICENSE APPROVAL. The provisions of sec. 1 of this 

9 Act are contingent on 

1 O (1) the written offer of the parties identified jointly as the licensee in sec. 1 of

11 this Act to the parties having control of significant North Slope natural gas reserves that are 

12 proposing an alternative natural gas pipeline project to participate in good faith negotiations 

13 as described in this paragraph, and, if the offer is accepted, the negotiation in good faith as 

14 described in the paragraph; the negotiations shall seek to secure common agreement to 

15 eliminate proposals for competing natural gas pipeline projects, as that phrase is defined in

16 AS 43.90.440, for North Slope natural gas reserves; it is material to the state's interest in the 

17 negotiations that an agreement between the parties have the result of foregoing the need for 

18 issuance of a license under AS 43 .90, including the appropriation of licensee reimbursements 

19 as authorized by AS 43.90.11 O(a)(l ); to implement this paragraph, 

20 (A) negotiations shall be conducted among

21 (i) the commissioners of revenue and natural resources or their

22 respective representatives; 

23 (ii) representatives of the parties identified jointly as the

L -1-



1 licensee in sec. 1 of this Act; and 

25-GH305S\AA.9 

2 (iii) representatives of the parties having control of significant

3 North Slope natural gas reserves that are proposing an alternative natural gas 

4 pipeline project; 

5 (B) the parties identified in (A) of this paragraph may

6 (i) include in the negotiations representatives of other entities

7 whose presence may be useful to achieve the outcome described in this 

8 paragraph, as these parties may mutually agree; and 

9 (ii) agree to conduct the negotiations with or without use of the

1 O services of a mediator, as the parties may themselves determine; if the parties 

11 agree to use of the services of a mediator, the mediator shall be a person whose 

12 identity is mutually agreeable to the parties; and 

13 (C) negotiations undertaken under this section are not to be considered

14 meetings of a governmental body of a public entity of the state that are subject to the 

15 requirements of AS 44.62.310 - 44.62.312; and 

16 (2) the passage of a number of days set out in this paragraph following the

17 condition described in the corresponding subparagraph; when the condition described in this 

18 paragraph has been met, the commissioners of natural resources and revenue shall issue the 

19 license; under this paragraph, the commissioners may not issue the license before the effective 

20 date of sec. l of this Act, and 

21 (A) unless subject to the limitation set out in this subparagraph, shall

22 issue the license not sooner than 180 days after the date of final execution of the 

23 common agreement among the parties that is substantially as described in (1) of this 

24 section; however, if, under the terms of that agreement, the parties consent to forego 

25 the need for issuance of a license under AS 43.90, then, notwithstanding any other 

26 provision oflaw, the commissioners may not issue the license; or 

27 {B) shall issue the license not sooner than 45 days after the earlier of 

28 the date that 

29 (i) the commissioners advise the governor that one or more of

30 the parties described in (1 )(A)(iii) of this section have notified them, or either 

31 of them, that the party or parties will not participate in the negotiations 
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1 described in this section; or 

25-GH30S5\AA.9 

2 (ii) the parties described in (1 )(A)(ii) and (1 )(A)(iii) of this

3 section certify to the governor that they have mutually agreed that negotiations 

4 to secure the common agreement as described in (1) of this section to eliminate 

5 proposals for competing natural gas pipeline projects for North Slope natural 

6 gas reserves cannot be obtained. 

7 * Sec. 3. Section 2 of this Act takes effect immediately under AS 01.10.070(c)."
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OFFERED IN THE SENATE 

TO: HB 300I(efd fld) 

1 Page 1, following line 10: 

AMENDMENT t \

2 Insert a new bill section to read: 

3 "* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section to 

4 read: 

5 CONTINGENT EFFECT OF LICENSE APPROVAL: INDEMNIFICATION FOR 

6 LIABILITIES TO WITHDRAWN PARTNERS. (a) The provisions of sec. 1 of this Act are 

7 contingent on the commissioner of revenue and the commissioner of natural resources 

8 obtaining from the licensee the licensee's written agreement that the state will not reimburse 

9 the lic-ensee for qualified expenditures under AS 43.90.110(a)( l ) before the licensee 

indemnifies the state a ainst any loss of revenue because of a liabili the licensee to 

- withdrawn pa�. The indemnification is required regardless of whether the state receives

12 its royalty share of the production of natural gas in kind or in value. In this subsection, 

13 "licensee" includes the licensee and a successor in interest to the licensee subject to AS 43.90. 

14 (b) To implement this section, the commissioner of revenue, in consultation with the

15 commissioner of natural resources and the attorney general, shall 

16 ( 1) review the partnership agreement and other documents associated with the

17 Alaskan Northwest Natural Gas Transportation Company, commonly referred to a ANNGTC; 

18 (2) identify the partners and the successors in interest to the partners in the

19 Alaskan Northwest Natural Gas Transportation Company; 

20 (3) determfoe the extent of any liability or potential liability of the licensee to

21 each partner or successor to a partner based on any partnership agreement or other agreement 

22 between the partners of the Alaskan Northwest Natural Gas Transportation Company; 

23 (4) determine the effect on revenue to the state should the licensee be found
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liable to a partner or successor to a partner under the partnership agreement and other 

agreements between the partners and their successors in the Alaskan Northwest Natural Gas 

Transportation Company; the effect on revenue to the state includes 

(A) the costs associated with delays in the construction of the project;

(B) an effect on the tariff;

(C) an effect on the state's taxes and royalties;

(D) the effect on the state if the state acquires an ownership interest in

the project; and 

(E) other effects on revenue to the state identified by the commissioner

ofrevenue;and 

(5) determine the form and amount of indemnification required to be provided

by the licensee to the state to shield the state from the possible effects on revenue determined 

under (4) of this subsection. 

(c) Unless the parties otherwise agree, an agreement entered into under this section

may provide that a dispute between the commissioner of revenue and the licensee over the 

extent of any liability of the licensee determined under this section and the fonn and amount 

of indemnification required to be provided by the licensee shall be resolved under 

AS 44.62.330 • 44.62.630 (Administrative Procedure Act) or other form of alternative dispute 

resolution agreed to by the licensee and the commissioner of revenue, in consultation with the 

attorney general. 

(d) In this section,

(1) "licensee" and "project" have the meanings given in AS 43.90.900;

(2) "withdrawn partners" means the partners and successors in interest to the

partners of the Alaskan Northwest Natural Gas Transportation Company identified by the 

commissioner of revenue in (b )(2) of this section." 
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OFFERED IN THE SENATE 

TO: HB 300I(efd fld) 

1 Page l ,  following line 10: 

AMENDMENT * 

2 Insert a new bill section to read: 

\ 

25-GH305S\AA.8

Chenoweth/Bullock 

7/30/08 

3 "* Sec. 2. The uncodified law of the State of Alaska is amended by adding a new section to 

4 read: 

5 CONTINGENT EFFECT OF LICENSE APPROVAL: INDEMNIFICATION FOR 

6 LIABILITIES TO WITHDRAWN PARTNERS. (a) The provisions of sec. 1 of this Act are 

7 contingent on the commissioner of revenue and the commissioner of natural resources 

8 obtaining from the licensee the licensee's written agreement that the state will not reimburse 

9 the licensee for qualified expenditures under AS 43.90.1 IO(a)(l )  before the licensee 

10 indemnifies the state against any loss of revenue because of a liability of the licensee to 

11 withdrawn partners. The indemnification is required regardless of whether the state receives 

12 its royalty share of the production of natural gas in kind or in value. In this subsection, 

13 "licensee" includes the licensee and a successor in interest to the licensee subject to AS 43.90. 

14 (b) To implement this section, the commissioner of revenue, in consultation with the

15 commissioner of natural resources and the attorney general, shall 

16 (1) review the partnership agreement and other documents associated with the

17 Alaskan Northwest Natural Gas Transportation Company, commonly referred to a ANNGTC; 

18 (2) identify the partners and the successors in interest to the partners in the

19 Alaskan Northwest Natural Gas Transportation Company; 

20 (3) determine the extent of any liability or potential liability of the licensee to

21 each partner or successor to a partner based on any partnership agreement or other agreement 

22 between the partners of the Alaskan Northwest Natural Gas Transportation Company; 

23 (4) determine the effect on revenue to the state should the licensee be found
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liable to a partner or successor to a partner under the partnership agreement and other 

2 agreements between the partners and their successors in the Alaskan Northwest Natural Gas 

3 Transportation Company; the effect on revenue to the state includes 

4 (A} the costs associated with delays in the construction of the project; 

5 (B) an effect on the tariff;

6 (C) an effect on the state's taxes and royalties;

7 (D) the effect on the state if the state acquires an ownership interest in

8 the project; and 

9 (E) other effects on revenue to the state identified by the commissioner

10 ofrevenue;and 

11 (5) determine the form and amount of indemnification required to be provided

12 by the licensee to th1.. state to shield the state from the possible effects on revenue determined 

13 under (4) of this subsection. 

14 ( c) Unless the parties otherwise agree, an agreement entered into under this section

15 may provide that a dispute between the commissioner of revenue and the licensee over the 

16 extent of any liability of the licensee determined under this section and the form and amount 

17 of indemnification req1�ired to be provided by the licensee shall be resolved under 

18 AS 44.62.330 - 44.62.630 {Administrative Procedure Act) or other form of alternative dispute 

19 resolution agreed to by the licensee and the commissioner of revenue, in consultation with the 

20 attorney general. 

21 ( d) In this section,

22 (1) "licensee" and "project" have the meanings given in AS 43.90.900;

23 (2) "withdrawn partners" means the partners and successors in interest to the

24 partners of the Alaskan Northwest Natural Gas Transportation Company identified by the 

25 commissioner of revenue in (b )(2) of this section." 
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July 28, 2008 

Honorable Lyda Green 
President of the Senate 
Alaska State Capitol 

Honorable John L. Harris 
Speaker of the House of Representatives 
Alaska State Capitol 

J)ear President Green and Speaker Harris:

Re: TransCanada Alaska Company LLC's AGIA Schedule 

TransCanada PipeUnes Limited 
450 - 1st Street S.W. 
Colgary. Albena, Canada T2P SH I 

tel 403.920.2035 
fax 403.920.2318 
email 1ony_palmer@11anscanada.com 
web v.ww.transcanada.com 

Over the last few days several questions have been raised with respect to TransCanada Alaska's schedule for 
implementing the AGIA license in the event the Senate votes to approve it. I have addressed this issue numerous 
times, most recently in the Senate Special Committee on Energy on July 22, but wish to ensure that you are fully 
aware of TransCanada Alaska's c.ommitments. TransCanada Alaska will have legally binding schedule 
obligations if the Senate approves the AGIA license. 

In my testimony over the last 50+ days, I have repeated TransCanada Alaska's commitment to complete an open 
season by July 20 IO if the license is issued in early August 2008. In addition, we have committed to file with the 
Federal Energy Regulatory Commission (FERC) for a certificate of public conve11ience and necessity by 2012. 
TransCanada cannot control the length of time FERC takes to issue that certificate, but we would anticipate 
receiving the same by 2014. Finally, once shipper contracts and regulatory approvals are secured, the next steps 
are project sanction and initiation of construction to achieve a target in-service date of September 2018. 

TransCanada Alaska's proposed schedule has been clearly set out for the Legislature and in public interviews 
across Alaska since hearings commenced in early June. All public statements by TransCanada executives have 
been consistent with this schedule. I want to reaffirm TransCanada's commitment to this schedule if the Senate 
approves TransCanada Alaska's application as approved by the House of Representatives and the AGIA license is 
issued in early August 2008. 

Sincerely, 

/S/ 

Anthony M. Palmer 
Vice President 
Alaska Development 

Attachment 

cc: Members of Alaska Legislature (sent via email) 
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ARCTIC NATURAL GAS (GAS) 

AND ARCTIC GAS PIPELINES 

The attached document titled uMemorandum On Amie Natural Gas (Gas) and Arctic Gas Pipelines· analyzes ,that we 
view as salient issues surrounding the potential supply and delivery of Arctic gas (including Alaskan North Sk5pe 
(ANS); the Beaufort Basin (including the Mackenzie Delta); Canada's Arctic Islands, and the central Mackernie 
Valley). 

We believe that our participation in the northern pipeline hearings before the National Energy Board 1n 1976 aod 1977 
has contributed to our perspective on the sahent issues involved in the Arctic gas debate. 

The contents of the Memorandum, unless indicated otherwise, reflect solely the results of our study and, at or:tas, our 
provocative interpretation of certain issues. This may challenge mainstream thinking. If, and to the extent tt d:.es, 110 

view our underlying obJective of simulating thought and discussion as met 

By design and on purpose, the memorandum is, in places, repetitive. We view repetitiveness as the most-effecr,e tool 
for driving important messages home. 

The memorandum appears to be, at times, excessively detailed. This, we believe, is warranted by the comple.< aspects 
of the current and future role of the ANS as a large source of petroleum and gas. Moreover, attention to detat as, in 
our view, mandatory, as the dev,� 1s a/v11ays in the deta!L Also, the Arctic poses unique and monumental challen;es to 
petroleum and gas activities. Being aware of them avoids drawing inappropriate conclusions and inferences. 

Because of the co-production and economic interdependence of gas and petroleum on the ANS, it became unavoid­
able to include m our study the production and delivery to markets of petroleum (crude oil and natural gas bqu ds) 
from the ANS. This has added en"rr )US complexity. 

The study's Summary attempts to condense its salient issues. We do not mtend to summarize the Summary, exceot to 
state that a gas pipeline from the Mackenzie Delta may be completed between November 2007 and November 2010. 
For gas from the ANS, we view its delivery to the Lower 48 states in non-upgraded form as the least attractive both 
economically and financially. In any case, we do not envisage completion of an Alaska gas pipeline (AGP) before 2012. 
tf ever. However, in the interim, Canada and the United States must solve the nasty little secret· the understanomg 
between both nations to replace Canadian gas exported through the ore-buildfacilities with Alaskan gas. once an 
AGP is completed. Dependmg on the outcome, the United States may have an incentive not to build an AGP 

Because of the study's length, we are prepared to provide hard copies 1f requested to do so by clients. 

Winfried Fruehauf, Ph.D. 
Ramin Burney, Associate 

November 2002 

The opinions expressed in this memorandum are solely those of the analyst, Winfried Fruehauf, and do not necessarily 
reflect those of the NBF Oil & Gas team in Calgary. 
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SUMMARY 

Purpose of the Study 

A � t., �
I\,' � � u f ( -� 

The attached study Is designed to provide considerable (some readers might say excessive) 
detail on Arctic petroleum, gu and ps plpetlnes. It Is abo, In put, repetitive, by design, tu 
emphasize Important Issues. However, exploring for, developing, producing. commcrd1ll1-
lng and tunsportlng Arctic pcuolcum and gas Is exticrnely complex and, In many respect,, 
unique and novel. It ieOccu the fact that hydrocarbon-related actlVltlCJ In the Arctic setttn1 
must observe and respect that, as hush md brutal as the Arctic environment Is, It Is also 
,urptfslngly fragile. Tbls Is why Industry opa1tes on the Alukln North Slope (ANS) under 
most stringent and costly envtronment1l restrlctJon1. As always, the "devil" Is In the dctlll. 
Awareness of details of the Arctic setting aids the undeut1ndln1 of the complexittea and 
challenges of producing petrolnun on the ANS now ind JIS on the ANS and In the Macken­
ile Delta (Delt1) In the future. 

Summary Conclusions 
Tbe Nasty Little Secret - unless resolved, may mutt In incrmrtntal suppl/es of ANS IIIS co tht 
48s of as llttlt as 1 bcf!d 

aasty little secret" sec Pages 11-12; ltl; 143-lM) re.latu to tbe aadcr­
s•t.114.tqJHa:eeirt:liie tJSA ,m• caaada tbat, la rdura for C&lladJaa 1as ex­
ported tbrough the "pre-buHd" fadllttu of t•e (ae•cr-completed) Alaska 
Natural Gas TransportaUoa System (ANGTS) prior to Its completioa, t11e l/SA 
would "repay" Caaada wltla Ala.skaa 1u, oace •a Alaskaa 1•s plpeliac (AGP) II 
completed. Avenge-day exported at about 3.3 bd/d. To date, IDOff tlaaa 12 tcf 
of C.nadJaa gas ban bcaa exported. Beacc, tlle USA may wish to avoid bulld­
lag •• AGP, lest tbe "nasty little secret" be awakeacd from Jts slumber. 

C.ncat Prospects for a Mackeazie Valley Gu PlpeUae (MVGP) 
We are c:uuently expecting construction of• stand-alone MVGP late In this decade with
start-up as early as November 2007 and as late as 2010 (Pages 3J; 40-41; 43-'46; 138).

Carrcnt Prospects fer aa Alaska Gas PJpeUae (AGP) 
We do not anticipate gas production for mu�ts outside Alaska in thlf decade and, perhaps, 
ntver, bec1use we view the sale of con-upgraded gas via pipeline to the Lower 48 States (48s) 
u the lowest-value option for comra553H5ln1 ANS·f!J (see Pages 31; 37; 114-120; 125-126). 

Caneat Prtroleum aad Gas Prodactloa oa tbe ANS 
In our view, the ANS Is now and will llkely remain petroleum country beyond the end of this 
decade. Estimated petroleum production (crude olJ and C4+-NGL) Is estimated to avenge 
about 1 million bid In the near future. Gas co,production can reach about 9 bcf/d. Except for 
field uses, losses and unaccounted-Cot gu, the bal&nce of ga.s ls re-Injected Into the oil reset• 
volrs on the ANS for pressure m1lnte:n111ce. Water and miscible floods, the globe's l1r1est, ate 
addltlonil petroleum-llftJng roechanlsms (see Pages S2-53; 58-60; Appendices 2 & 3). 
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Commeacemeat of ANS-Gas Production Would � Pctrofeam Net-backs 
Commencement of gu production for markets would �sting petroleum-produc­
Uon levels and Infrastructures on the ANS and along the entire petroleum-value chain undet 
considerable stress and cause petroleum production to decline, unless mitigative techniques 
can be deployed economically that would, at the very least, stablllte petroleum production. 
However, the effectiveness and cost of such techniques cannot be predicted with certainty 
(see Pages 48-49; 79; 127 -129). 

If an Alaskan gas pipeline (AGP) we.re operative today, petroleum producet1 wouJd suffe, a 
significant loss In netback. In the second quarter of 2002, we estimate tlae spot poss 
actback for ANS-crude oll • USS:Z0.07 /b or about tJSU,46/mmBTIJ (Pa1c 11� 
117; IZB). In coroparlson (the MANSP's H4.S bcf/d-Plpellne Study C11e• (Page 106)), based 
on the rnijor Alaskan North Shote producers (MANSP) but-cue pipeline-toll of about 
USJ0.91-0.93/mmBTU, and an A£CO-C-prlce oflJUl.25/mmBTU, die best-case po.u 
net-back (act of compressor fud) f•r 1as woul• be USSl.65/-IITU, for a Del· 
back dJffercntial of 2.1: 1 la favour •f petroleum. To achieve this netbac.k, the 
MANSP would have to Invest anywhere from USS18.6 billion to 19.4 billion In I pipeline 
and related fadlltlH. Tbls dlsre1aN1s tlae corporate act-back cata-ccmeat 1enu. 
atecl by rcfiala1 aad dJstribuUoD mal'lias of latqnted ANS-producen. 

The virt\Ully tOQI lack of data for a MVGP makes net-back estimates for DeJta-ps extremely 
difficult. field d�elopment costs for about 6 tcf of proven gas ruenoes are estimated at 
about USS0.20/romBTIJ. Based on an AECO·C price of USS3.00/rnm8TU, plant-pte (lnuvlk) 
1ross Detbacks for Delta-1as, excJudta1 compressor fuel, would be USS1,9S-
2,00/mm.llTV (Paae 46). 

Defcnal Of Stranded Assets/Costs Of Plpcllacs 1111d tatloas for aa Eara-

lass Boauua - • ... not too much to write home abo (W.C. Fltlds) 

In the worst case, U.S. and Canadian gas pipelines, viewing building, owning and operating 
Arctic gas pipelines as potentul uviours from the.l£Qlllle of sttanded usets/costs and as eun­
ings�as. may be bitterly disappointed, because the MANSP and the Producers Group (PG) 
In the Delta may build, own and operate Arctic gas pipelines or may sell eqUlty Interests to 
limited partnerships, Income trusts etc., because they can outbid pipelines by using pre-tax 
economics and tolerating more leverage than pipeline companies (Pages 33-3S; 114-117). 

However, shouJd the MANSP llld PG Invite pipelines as equity Investors, we doubt tmt the 
stake of a slnale pipeline would exceed 10%. At that level, first-year pipeline returns on 
equity, discounted at 14% p.a. to the present, are de minimls (Pages lS-17). 

Ban tile Supporte.n of tlae ANGn - Exclusive RJ11tt to BuUd It aad Preclude 
Third Putin fro• BuUdla1 Tladr Owa Arctic Gas Plpellacs? - wr do not think so 

TransC.nada Pipelines (TRP) and Its affiliate Foothl11..1 Pipe Line hive attempted to resuscitate 
the ANGTS. However, we believe that the Hair-/Meatball (about USS4.3 billion) has �en the 
spoiler. Hence, we believe th1t, If TRP and FPL ,re to succeed In building an AGP, they may 
have to bury the ghost of the ANGTS Uld embark on "P�n 8. • (See Pages 146-1S8.) 



Moteovcr, we do not bdlevc th1i The ANGTS or its NSon" hive enforceable prlor rights to 
prcdudc thud-party plpellne hom seeking a:rtlftcatc. for thclr pipeline protects. 

We bellnc t•at it is .. opa sea.so•" for "Arctic: plpeliac-•11ntla1 Ucaac:es.• 

Uppadln1 of ANS-Gas Tlaroup lb Cog'Wersloa Jata Oac, Some Or All Ofl 

We View the removal from Alaska of non-uppucd 1as as not tn the best lntcrat of Al&slra and 
tbe MANS!', and recommend gas convaslon ln Alaska by muns such u (He Paaa 95-108): 

• Gas-By-Wire 

• Gu-To-Uqulds Convenlon

• Gas-By-Uquefactlon (LNG-Convcnlon), and

• Gu-By-Seafood/Meat Conversion ?

KEV ISSUES 
Our t.11 report Is • rcasoaaltly comprclacasi'Wc study of: 

• Energy-policy lssues (past and prHmt) sunoundlns the position of sas In Nonh Amert.
ca's energy rnosalc, lndudlng man«uttna I route fot ind subsldltatlon of an Al11k1 Gu 
Pipeline (AGP) to the Lower 48 Stites {48s) (see Pages 18-26); 

• The pettoleum and ps reserves and resoura:s on the ANS and In the Otlta (see flcu 42-43);

• The duality �etwcen the obtecttves of the roaJor ANS producers (MANSP) and those of
the U.S. and Alaskan Governmmts {see Paces 131-132);

• The lssues 1uuoundln1 the commerdallutlon ol Arctic sas by an AGP and a MVGP (see
Pases 79-84; 116-121; 124-139); 

, The Issues surrounding alternatives to pipelines for the commerdaliutlon of ANS aod 
Oelta-sas (see Pages 94-108); and 

• 1be collateral luues, lncludlng the question whether the ANGTS has any prior rights 
that would bar any other AGP ftom beln& built unttl ANGTS ts completed and ln 
operation (see Pases 141-158); md

• Gas-pipeline ownership Issues, espedally as they relate to Enbridge Inc. (£NB) and TRP
(see Pages 32-37).

Collateral Issues 

In addition to the key issues above, there ue several collateral ones. 
111 �<Jc�...,L.,,

Al!•:,tA. N•.Yft'\, ,-

1) Now and lo the foreseeable future, production of gas on the A for markets in the 48s 
would constitute a.n economic and finandtl dls-beneftt by reduc1n1 1) net-backs (In
terms of oll·cqulvalent), ,.nd 2) the produdblllty of ANS-petroleum below the protected 
level of 1 million burels per day (b/d), while 3) inacaslns the level of petrol,wn 
Imports from offshore foreign sources, tontrary to the Administration's enerff·policy 
oblectlve (see Paps 48-49; 79; 127-129);

3 
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�) 2) If construction of an �P, based on subs les (ftoor-prkt tu credit and pipeline-loan 
guarantHS), would precede that of a P, Delta gas could potenUalty be "sterillud'" 

-�\.,-- • C, r#)( 
() '1 '1 \ y " . "'1,

and semaln strinded, thereby denying access to this Incremental pool of gas to bofb 
\Q o,7 •• � U.S. and Canadian markeu, and lncreaslna the dependence of the USA on petroleum

� f'-.t°" / lmports hom offshore sources, contrary to the Administration's obJectJve (ate Pases 47-

., ID cl'#t'" L �
48; 94; 129-130; 13S); 

.,.,, J 3) Because two of the three major MANSP (BP Exploration Alaska (IIPEA); PhWlps Alaska

\, (PA) and ExxonMobil Production (XOMP)) appear to have a predlJectton for mwmtlln1
d' the ultimate recovery ot ANS-petroleum reserves and, hence, deferrtn1 the produc:tlon of

ANS.gas (sec PageJ 75-84), and

,-,.r... p � .¥.Nlv- c-,., p
'1
�

(��) 
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4) We believe that uppading of ANS-gas in the Prudboe Bay (PB) fteld would inaease 
producer net.backs, fiscal returns to the Stale of Alaska and employment levels lo Aluka 
fu beyond those created by a "'bubble-economy• resulting ftorn g•s-plpeline cons1rucdon 
(see Pages 93-95); 

However, should an AGP be constructed after all, � favour the northe�te (submarine 
pipeline from the ANS to the Delu uid, thmte along the Madcenae Valley) to Alberta and
possibly Chicago, beawe It would, through economies of stale and scope, confer economk
benefits on the MANSP and the Delta-gas producen poup (PG); muimlze access to Arctic gas
from 1) the ANS. 2) the Delta, and 3) p'ltmtially Arctic Islands In the future (see Pages 36-37). 

6) Moreover, aeation and utiliutlon of a single Arctic pipeline corrtdor would minimize the 
environmentally Intrusive effects o.f multiple pipeline corrtdon (such as a Alaska-Yukon 
gas pipeline (AYGP), a MVGP, and possibly In the future an Arctic Islands au pipeline (see
Pages 18; 92-94);

of 

8) Within the contut of formul.ltlng a comprehensive U.S. energy policy, th.e Preslde.nt
and Conpeu view constructlOll of an AGP as a platform for the oblectlve of redudng
the dependence of the USA on offshore crude-oil Imports (see Pases 8-9 and 17-21).
Complicating energy-policy discussions ls the duality between the objectives of Govern­
ment and at least two of the three MANSP (1ee Pqes 

:::
20-�2S�);==---

9) Even� llttle�esolved, we vlew�ature ;oduc:ti� ANS-ps as

11 
detrim�fie ultimate recovery of aude oil on the ANS and also as I distinct economic

�s-b�as we_vlcw an AGP as the option that creates the least econo�c
value added from Alaska's perspectlve and that of two of the MANSP (sec Page 114); 

10) Predilection for MuJmlzlng Pettoleum Production and Deferring Q., Development on
the ANS. We have analyzed time and again various statements of BP (parent of BPE.A.



the le.Id operator of about 80% of ANS.petroleum ptoduction, with PA operatlna about 
20IMI), with respect to Alaskan petroleum and ps. We have concluded that BP and )COM 
appear to be �vouring the delay of commercial gas production until petroleum tttovery 
I.J approaching its r,onomic limit. Accordingly, they view early commercial production of 

ANS-gu as countuproductlve to the optimization of petroleum production and1 hence, 
u Inopportune, and concluded that nothln1 ls u capable of JeopardWn1 the ultimate 
recOYery of ANS.petroleum as premature production of ANS-au. The tbou1ht hat not 

escaped us that the ANS Is first and foremost a •petroleum province." whose ablllty to 

maxl lze petroleum production requlra the rele1atlon of ANS-gas for now to 
e Pages 80-64; 92) 

Technological Progress and Reduced Costs Of Capital Are 
Beneficial to Arctic Gas Pipelines 
In addition to luge reductions In the cost ol caplul, significant technolo,tcal p1oe1tu has 
� made since tbe discussion of the ANGTS, bendittln1 the constNctlon and colt of 
Arctic ps pipelines. 

In 1972. Lmperlal Oil concluded that It was feasible and, hrnce, opportune to t'JCPOII OeJt&• 
pl by plpdine. It signed agreements !or the sale of Delta ps al S0.32/md to two of the 
USA's largest gu pipelines (see Page 40). Althou1h sales did not materialize, we have rea:>1-
ntzed the enormous technological progress (see Pages 122-124) achieved In plpelinln1 and 
prodl>CtlOn of petroleum and gas since then, mltlgatlng 1'tular escalation of lnfrutructure 
costs. and so ls the decline In Interest rates since the late 19?0s. 

We have, on purpose, dealt with the lessons the Northstar submarine petroleum and gas 

pipelines ue capable of teaching in support of the •northern route,• capable of llnkln1 
ANWS· Uld Oelll·SH resources generating higher gas net-backs than an Alaska-Yukon Gas 
Pipeline (see Pap SS-S7). 

Pipeline Proposals For Commercializing Arctic Gas 
Bona·Hde proposals Cor Arctic gu pipelines Include (sec Pa,es 31-38): 

l) MVGP- CdnS4 billion; 

2) MANSP Team Prefect Bullet Pipeline to Chicago via the northern route and the Macken· 
z.le Valley; consisting of A to Band 8 to C segments (USS18.6 bllllon);

3) MANSP Team Project BuUet Plpellne to Chicago via the Yukon Territory consisting of A
to 8 and 8 to C segments (USS19.4 billion)i 

4) ArctlGas Jlesoutces Pipeline to central Albena vta the northern route and the Madtende

Valley; 

5) Aluka. Yulcon Gas Pipeline Proposed by Foothills Pipe Unes (Yukon) Ltd. to Caroline, 
Albetta (USS7.6 billlon, Initially, and USS9.7 billion, ultimately); 

6) Aluka Gullne Port Auth0rlty All-Alaska Pipeline to LNG-facility near Valdez, Alaskl; 

7) Alaska Gullne Port Authority Y-Llne to Valdei, via Delta J1&n<:tion, with connection to a
Yukon-to-Albe.rt• line.

5 



6 

The Origin of the Northern Gas Pipeline Saga 
1be study reaches back to the late 1960s/euty 1970s, when the petroleum and ps Industry began 
to set sights on Arctic pctrolcu111, md gas resources (see Pages 140-1461 l S6). FoUowina the 
discovery of the PB field on the ANS in 1968 111d, stttng of discoveries ln the Ddta. Arctic ps· 
plpdlne proposals started to emerge We remember well the htartnp bt(ore Canadi's National 
Energy Soard on Northern Pipelines, beause we panidpated within. Some of the bs\les now 
before us can be best understood wtth the bmdlt ol exposure to epic ps-plpetine wm aad battles. 

Bas TIie "Vktory" Of Tbe ANGTS Z5 Years A10 Over llae Caaadlaa Arctic Gu 
Plpellae (CAGPL) Prolect Beco•e BoV.ow? -yrs 

Ever since the ANGTS was chosen over CAGPL 25 ye1rs ago, Foothllb Pipe Une.1 (FPL) hu 
been the nag beuer of the ANGTS. De.spltt vall.1nt efforts, the ANGTS failed to receive final 
certificates of public convenience and necessity, because of Its lnabUlty to meet all of the 
required conditions. As a result, It fa.lied to meet Its scheduled In-service date of late 1985 
and has not progressed since then (s« Pages 153-1S8): 

FPL and TRP, the last Mohlltans or the ANGTS, have wc;c;ccded In keeRJ91 the memorv of

.lh,e ANGTS all!.f. FPL states that It bas the uduslve right to construct md operate the 
· Canadian portion of the Alasb Hlahway Piptline Project (AHPP). It also holds a 6296 

lnterest In the Alaskan Northwest Natural Gas Trmsportation Company (ANNGTC)1 with 
TRI' holding the balance. Al) of the othu original partners withdrew (•withdrawn putners•)
from the partnership many years ago. ANNGTC has the exclusive rlgbt to consttuct and
operate the Alasbn portion of the AHPP. To date, 1.040 km of the AHPP, or abp,at 309f: of
the Canadian portion, are In oper,tion, 1.k.a. •pre-bu1Jd• portion.. 

Ever since the ANGTS was chosen over CAGPL 2S years ago, FPL has been the Oag bearer of
the ANGTS. Despite valiant efforts, the ANGTS failed to receive fin1I certificates of public
convmlence and necessity, because of Its inability to meet all of the required conditions.

In November 2001, FPL attempted to reconstitute the partnership 1nd signed with the with­
drawn partner, a memorandum of understanding to that effect. One of the mater lssues Is 
compensation for the buslness-deve.lopment/pre-constructton expenditures of the withdrawn 
pa,tneu, a.k.a. the acat-/Jaalrbdl, tNt has grown by now to an estimated USS4.3 bllllon. 
Duke energy's withdrawal signalled, in ow view, the failure of the nqodations to re-enlist the 
withdrawn partners, presumably bea\lSt of the 1nabWty to resolve the �tc1t•/Jtgm1QU·ISS1er -

Unless it b raolnd totallJ la fa•oar of t•c MANSP (wbo do aot exactly vol••·
teer te compcasat,: tile "wttlulrawa putaas" of t•e ANGTS t.r abollt USH.3 
blllloa), we do aot cx ec SI' to proceed furtbu wltla wlult we llau 
aamed t c "So of tbe ANGTS." as tbcy are lteld comphtdy llarmJcs., 
Apccta1 te cover U would be taatamouat to - aboat us,u.

ltllUoa bu:reasc ia the already IUSdn c:apttal c:ost, of tllc AGP of tile MANSP. 

We have painstaldn&Jy attempted to con6rm or debunk clalmJ that, unless the ·Son of ANGTS" 11 
built and in operation, regulators are stopped from approving any other AOP (sec Pages 145-156). 



We recognize that ANNGTC has certain exclusive rights to build and operate the parts of. tbe 
ANGTS; however, If these rl&hts ue unenfo1ceable, as they have been since the completion 
of the pre-build facllltles, they have 3 hollow ring md are of dubious value. The ANGTS has 
filled to secure final certificates of public converueoce and necessity from the PBRC and the 

NEB, because, so far, Its supporters bave failed to mett ind discharge the conditions at­

tached to the conditional certlflates (Pa&e 146-1S6). 

One oI them, for uample, Is that the ANGTS ls obliged to demonitnte private ftnandng. It 
ls more than Ironical that the Senate's "Eneqy Policy Act ot 2000• proVldes spedftcally f01 
Federal loan guarantees, �though they conuavene one of the conditions the ANGTS has to 
meet, namely, private financing. 

We have concluded tbat tbe supporters of tbe "Son of the ANGTS," havln1 failed to mm 
any of the outstanding conditions, are, therefore, not In the position of barrln1 other AGP­
proj«ts horn applying for certificates of publlc convenience and necessity, lncludln1 the 
MANSP II potential bullden, owners and operators of their own ANGP. 

It Is also our view that the fundamental dunces ln chcumstances and conditions since the 
corutructlon of northern pipelines was being discussed in the mld·/liltl! 1970s and the 
vlttual, If not actual, abandonment of the project-spedDc design criteria of the ANGTS, are 
unlikely to motivate the Admtnl .stratlon to favour consttucrton of the •son of the ANOTS.· 

Dbsuadla1 tile MANSP &oa BaUdla1 • Balkt Gu PlpcU11c &om tile ANS to 

CblcaJD, Aad Dlssuadlas tlle PG from B•ildlaJ Tltclr MVGP. 

Fearing potentially stnnded assets ind costs rot Its Clnadlan Mainline system, TRP has 
eloquently proposed to the MANSP that they abandon their plan of building a bullet pipe• 
line from the ANS to Chicago, ind build a pipeline from the ANS to Alberta (the •son of the 
ANGTSj, because TRP's Mainline &nd other incumbent plpeline.s are c1p1ble of delivering 
ANS gas to Cblcago and multets along the West Coast of the USA (see P11es 84-92). 

TRP has submitted slmllar ptoposals to the PG, sugesting that, as an alternative to their 
MVGP, TRP would extend lts Alberta system to the Dtlu. Altemattvely, TRP would be 
seeking a meaningful stake 1n a MVGP (see Pages 75...aO). ENS has offered Its services as well 

to both the MANSP and PG. 

It Is most difficult to judge the cogency ofTIU>'s pemwlvenm 01 the Impact ot ENB's proposals. 

lbe State of Alulga Sqks to Eaalate C,n4a's Bllledel Role -\!Jltwcr Qf 
Wood uad Drawer of Water lastgd ot ae V•1nk of ANS-w... 

The role of the state Intervention In modern interwnlion states confronts the petroleum 

and ps indwtry on virtually every step of the way. The meandering or 1mblln1 of enera 
poUdes bu accompanied the Arctic petroleum and gu Industry all the way, perhaps more 

so than other gas-pipeline proposals (see Page 17; 38). 
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It ,pp<m ln<onpuou, lh,t lb•'"" ol AIW• wllb mp<ct to ANS-gu, "'""to"' ........ , (1,c,Jt"J 
Camda's tnditional role as a ·hewer ol wood and dnwe: of water." One cannot help to be 

\ �, � 
perplexed by the �dnattng temptation to Unit commerdalltln1 of Alc:Hc ps, Sttmingly 

() j lnmtably, to ps pqiellnes; yet, real opdons exist that tnnscend commerdallution of pa n, � 
pipeline. Awb tw a unique opportunity to step-back from gas pipelines and focus, lnstnd, on,g 
perh1ps, some un\U\l&l options for upgrading ANS-1as In Al&sb and tor pneratina raowce 
revenues to the Sine and employment fot Alultw, instead cl nuhln1 to dellva ·raw" 111 to 
the Lowa 48 States (41s) for upp1dlng then:, thereby frtnmng.away wnlth•aatlng options. 

Politics of State IDtuveatloa ha Gas aad Gu-Plpeltae Matter:1 

We bell"e that few, it any odle? mattus 1ttnct so much st1te intervention as 1as and gas pipe­
lines. They are also perhaps the politically heaviest-charged Issues cl any enerlY policy, as Canada 
and the USA do not Stt eye to eye, nor do the U.S. plrties (P1ae 17). An AGP has become a 
battlep,und for very determined special lntmsts. 
vtnually entire fututt tor pipeline growth ont ..::.:::'

.:_::.:;..����':':: 
lion in Alctic gas pipelines oppo,tunist1calll_l!ages 

Mand1ting a route tor an AGP ind subsidies (loan guar1ntees and minimum floor-price tu 
credit of up to USJ 11 billion for the Alaskan section of an AVGP) hev� split U.S. Senate 
members and egliDud the position of the Adminlstntton versus the Senate m1torlry. At 
times, It appears that Canada's ext,tence and Its gas and gas-pipeline policies art being 
Ignored In the battle for gas pipelines and ps. 

Yet, Canada Is the land llnk without which AN>gu cannot be piped to the 48s; yet, politi­
cal forces In the USA ue In the process of dlctatln1, as It were, l!le routing and tlmln1 of 
ANS-gas to mukets In the 48s. Yet, If an AYGP were built 6m, ahead of a MVGP, Canada 
would have to be Jeriol&Sly concerned about the prob1bUity of aowdln1 Delta-gas out of ps 
markets, by snandlng it, and of stifling explor1tory activity In the Central Mackenzie Valley, 
the Delta and the rest of the Beaufort Basin, because the: existence of pipelines ls a c.1t1lyst 
for exploration and de\'elopment. 

It seems Incongruous that, by attemptLn1 to "force• 1n AYGP onto the Industry and Canada, 
the USA would be bloc.klng Its own potential 1ccess to Canada's Arctk gu (both In the Oelu 
and the Arctic Islands) that otherwise would be instrumtnt1l In reducing the dependence of 
the 4& on imported offshore petroleum. It 1lmost appears a, though the political goodwill 
for an AVGP ls about to steer the 48s Into the very dltr.ctlon (i.e., Increasing reliance on 
imported offshore pettoltum and gas) it Wishes to avoid. 

Also, Canada ought to be concerned that an A YGP would dim the prospects of unlocking 
existing ps resource in Canada's Art11c lsl1nds. One wuuld think, pethaps naively, that the 
frlllllty of the Arctic environmmt suggesu, at the very leut, to mlnlnllze the footprint of Arctlc 
gas pipelines. Ideally. a single pipeline corridor ought to be chosen for tylng•ln ANS., Delta·, 
Beaufort Sea· and AKtlc blmds•gas. An A YGP would sadly tail this objective completely. 

Canada Is also concerned about the preferential position of subsidized ANS.gu and a subsl­
dl£ed AYGP relative to the competitiveness of C1nada's petroleum and gas industry In the 



t! • 

Western Canadian Sedimentary Bwn. Indeed, gis producers In the 48s ought to be, and 
perhaps are, concerned for the same reason. 

Whether ur not Canada has the intesUnaJ Cortitl\lde to u,e k:u;I� ancl 
Canada's right to affect land-access 10 ANS-gas to Its advantage, Is nor clear. In the early 
1980s, Canada bent backwards to supply Incremental gas to the USA in the expectation to 
receive •pay-back" o( the by now over 12 td of gas exported through the pre-build facilities 
at a current average rate of about 3.3 bcf/d. 

U.S. subsidies could, la tbe worst ease, tbrcaten access of Canada's 1as usen to 
Delta aas,

Coal-bed Metbaoe A Potential Drasoa Slayer 

Canada and the USA have a not-so-secret wupon, namely coal-bed metbane (CBM). We 
hold the view that CBM co•ld emerge as tbe "slayer of the ANS-sas dra1oa,"
subsidies or no subsidies (see Pages 109-114). 

--

CBM ls steadily Increasing Its connlbutton to the overall gas supply In the 48s (about 81"1 
p.a.). While we are not suggesting that CBM needs subsidies, we would think that, If the 
USA would see fit to accelerate the supply contribution of CBM, It could use a ftaC11on or the 
subsidies for ANS-gas and an AVGP, and provide tax credits to Its CBM-lndustry, thereby
avoiding the constructton of an AGP-lnfnmucture with a capital cost of USSZO+ bllllon,
given the existence uC an infrastructure CBM currently fflies on to access markets. Moreov,r,
drtnking/lmgation water ls frequently a co-product of CBM-product1on. Given the generally
precarious rate of drawdown or U.S. aquifers m important (um ar,.u, CBM-production does not 
only supplement the supply of conventional gas but could also contribute precious water supplies.

A Subsidized AGP Could Trasb Gas and NGL-Ecoaomlcs a tbe 48s 

Should the USA "succeed" In seeing a subsidized AYGP built, ANS-gas, arrtvlng In the 48s at 
a rate uf potentially 4.J bcf/d (gas and NGL), would likely "trash" gas and NGL- markets and 
prices there Initially. How,ve,, as CBM and non-conventional gas increase t arket 
shar and nu able of undercutting the price of ANS,gas, It couJ transmo l nto a 

ring the folly of a subsidized AYGP (see Pages 130; 135; 138).

Glvca the luge market poteotial of CDM and options for the commcrdllllzatloa of 
Arctic gas other thaa by plpcJlac, up.,...Ua1 ANS.1as oa loc.atioa, Instead of buJld· 
101 au AGP, would aot strand ANS-,as, bat would Cft.llte a real ccoaomJc saJa to 
the State of Alaska and, UC\Ulbly, to �e entire USA. The CAd,rc:sult would fie that 

I) Gas users ha the 48s c- draw oo CBM aad gas from orgaalc shale,, tlabt
saJads aod s)'Dthcllc 1as/coal 1asslflcatloo;

2) Tbc MANSP wtll benefit from maxJmJzia1 the recovery of crude oU oa the
ANS uotll 1as productluo becomes unavoidable and

3) ANS-1as is up.,..adcd by oae, some or all of the followln1 gas-conversloa
options.

9 



Options Other Than Gas Pipelines For The 
Commercialization Of Arctic Gas 
Instead of bulldln1 Arctic Gas Plp,llnn for th, commercialization or Arctic gas, what follows 
arc list of other options. Their common feature Is that, Instead of pipelining An.'tlc gu, they 
entail Its upgradln1 on the ANS and/or in the Delta (sec Pages 95-108): 

Gas-By-Wire 

Gas-To-Liquids Conversion 

Gas-By-liquefaction 

Gas-1!,y.Scafood/Mcat 

cclnverslon of gas to ,lectrlclty In the Arctic and transrnls 
slon to m.1rkets, followed by C0

1
-sequemat1on and co,. 

injection Into oil rtscrvolrs for enhanctd oil recovery 
(EOR); 

conversion or t:•� to synthetic petroleum on th, ANS and 
utlllutlon of the existing dcllvery-lnfrasnucture•system 
now used to deliver conventional petroleum to markeu:; 

conversion of gas to llqucf!ed natural gu (LNG) and 
1hlpmen1 by ice-snengthened tankers to markets In the 
Atlantic Buln and the Paclf!c Rlrn: 

conversion of gas through fcrmcnuuiun into a product 
consisting of 70.6% protein) for fish-fuming In southern 
Alaska or elsewhere; meat and poultry Industries and 
probably human consumption. This process genentcs by 
far the highest value-added for Amie gu. 

History of Arctic Petroleum and Gas Pipeline Projects as 
Guides for the Future 
Last, but not lt:ut, for serious studcnu of the Alaskan and the AGP-scenes, we have attached 
a history of the ANGTS-proJect (see Pages 140-146) anJ commcntJ on each significant 
petroleum and gas field on the ANS (sec Pages 159-119). 

Hl4ioNI 18'* f'iftllldal (lie F-) la.,. ino.,ect wllolty- -sldla,y c,I Hallol\11 ._ ol C6NdA. 
TM p-•W. _,.- IWtlll -• oblalfltd "- SGllfCU....,, .. lloiltwo telallie IN!.,. NII fVa,atllHO � us aM INf !It irltOl\'ljlltlt, T�t �I flP,UltO - aH4 
- out .... .,... .... IA�lll'I ol lllHO � 11M a,o llOf ION <Clf\llNtd Ha.-., ... o, ofltr lo llu\f o, 11111110 UCYl�lel -Uo•tO r,a,1111, Tl,t l'itm me, .... M 
r.,ancial ••-·lac.ala...,. or ..,._,e, lo,'""-"' Ill 1110 �-· _,.;.,,., ...,.., lf'd.,..., , .. .,.. a ""'•••11llor, 10, ill .. ,.,� ... Tllo,.�,,. t..Uer �• ollce.s, 
dil9doll, 1op,e1-,,tallwfl. 1uoclalo1, ma, Ila••�""._..,.,.,� .....,llcnoo 11,,,., a,,d �•Y ,,._, putdlaHt sl\dlot aaltl ol t1101t 1t .. ri11t1 ,,.,,., i.r,,. lo""•.,.,..,.

-· ,..o,u1a,o"-it1. To U.S. ,uldellll! Hit:,_..,,,.. (USA). ... .,,.� ... ol llie '1ml, IC(t ... ,uoc111,t,;ay ,., .,.. :11111- or .... '"'°"· ••ble<I lo •• , .......... ..,, Obowt ,.,., Us. p-
'""""" lo olf.ct � ................ , ...... ,., .,. ....... h., ......... � 00 •o Oftl)o """•911 HIIC w .... .t-.i (USA) 
T>41 ,epo,1 ffl4JIJ Nil De 1e,1-..C:Ccl li\ � o, lf'I p.ut. CN .._,,,.., dlstinCNIIO o, � __. ,.,U"N lo.,, ,111y tftanf\.et wl\ll'<MweJ rot me, •-"• .nlo,malfOII. OPtf'O'\I o, 
.-Sioftl......,,.. IA I It ,_d lo ..... OUI ill eac,, UIO "' ""°' t-ll COftl .... al NaliM� llano. fi,,anci.i. 
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!n PG&E Corporation.

July 22, 2008 

Representative Ralph Samuels 
Alaska State Capitol 
Juneau, Alaska 99801-1182 

Dear Mr. Samuels: 

Fr11nc11 S. Cheng 
Senior Counsul 
Law Dopnrtrnon1 

One Market Spear Tower 
Surte 400 
San Francisco, CA 9C 105 

415.817.8207 
Fax. 415.817.!225 
frances.chang@pge·corp.com 

Regarding your letter to Mr. Sanford L. Hartman, you asked several questions regarding 
rights and obligations owed to PG&E Corporation under the partnership agreement of the 
Alaskan Northwest NationaJ Gas Transportation Company (ANNGTC) and in connection 
with TransCanada Corporation's license application under the Alaska Gasline 
lnducement Act. As you know, PG&E Corporation is the ultimate corporate parent of 
Calaska Energy Company, which is a "withdrawn partner" of ANNGTC. 

Mr. Hartman requested that I respond to your letter. We have reviewed our files and, 
based on this review, we do not believe that PG&E Corporation currently has any rights 
to waive with respect to TransCanada Corporation's application. 

lf you have fllf1her questions or comments, please feel free to contact me at 
415.817.8207. 

Sincerely, 

'�J 
Frances Chang 

cc: Sanford L. Hartman, Pacific Gas and Electric Company 
Doreen A. Ludemann, PG&E Corporation 
Brant W. Bishop, Kirkland & Ellis LLP 
Donna Friesen. TransCanada Alaska Company, LLC 

S:\FSC\Alaskalegis·ll'llnsC:mJda7-2008.doc 



� Sempra Energy' Jeva� CMUdlltl 

E,ecullve Vice PrH dent am 

GfMtalCo..'M! 

April 1, 2008 

101 Asll Sltttl. H1)19 

San Oieqo, CA 91101-)0'!7 

Tel: 619 696.4641 
Fax: 619Zl3 6878 

jchaullhr�ampra com 

Representative Ralph Samuels, Chair 
Legislative Budget & Audit Committee 
Alaska State Capitol 
Juneau, AK 99801-1182 

Dear Representative Samuels, 

I am responding to your Jetter of February 29, 2008, and the two questions that you asked. 
Sempra Energy is the ultimate parent for Pacific Interstate Transmission Company (PITCO), the 
"withdrawn partner" of the Alaskan Northwest National Gas Transportation Company (ANNGTC) 

JC:bjj 

In response to your two specific questions: 

I. Question: Our first question is whether you would be willing to waive rights under the
ANNGTC partnership agreement?

Answer: PITCO is a "withdrawn partner" of ANNGTC, as that tenn is defined in the
partnership agreement. To the extent that PITCO has certain continuing rights under the
AANGTC agreements, PITCO is not willing to waive any of its rights as a withdrawn
partner.

2. Question: Do you believe the corporate structure used by TransCanada in its Alaska
Gasline Inducement Act (AGIA) application violates any obligation to your company?

Answer: Based upon the information available to us regarding the manner in which
TransCanada is proposing to carry out the project, we are not aware of any obligation under
the ANNGTC General Partnership Agreement that is being violated by TransCanada.

l am available to discuss the matter further, should you require additional infonnation. 

Very truly yours 



DaNLSallll 
c-­

CNIJBlo/MO... 

Marsh 6, 2008 

Reprcse:ntative Ralph Samuels, Chairman 
Legislative Budget and Audit Committee 
Alaska State Capitol 
Juneau, AL 99801-1182 

Dear Chairman Samuels: 

.,. 

I am in receipt of your February 29, 2008 letter regarding the state of Alaska's inquiry into 
'\vithdrawn partner" of the Alaskan Northwest National Gu Transportation Company. In 
response the.ceto, MidAmerican Energy Holdings Company haeby provides that the refermced 
"withdrawn company." Northern Arctic Gas Company, is not, and never hu been, a subsidiary 
or affiliate of Mid.American Energy Holdings Company. 

MidAmerican Energy Holdings Company purchased all of the outstanding capital stock of 
Northern Natural Gas Company, a Delaware coxpora.tion, from Dynegy, Inc. in� 2002. Ai 
the time of the acquisition, Northern Natural Gas had no subsidiaries. Moreover, it is 
MidAmerican Energy Holdings Company's understanding that Northern Arctic Gas Company 
was a subsidiary of InterNortb, Inc. In or about 1986, JnterNorth, Inc. and Houston Natural Gas 
Company magcd and InterNortb, Inc. changed its name to Emon Colp. 

I trust the foregoing satisfies your February 29, 2008 inquiry. Should additional informatiou bo 
nec�sary, please contact me. 

CC: Governor Palin 

:bt 

. . .

IIIIIIAluaw ENEAOY HOLDINGS COM,ANY 

1111 South. 103nl SVMt • Omlht, Nebrllkl A124-1000 • 402·231·140Z • Fax: 402-Z31-1403 
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April 11. 2008 

Honornble Ralph Samuels. Chair 
Legislative Budget and Audit Committee 
Alaska State Legislature, State Capitol 
Juneau. Alaska 99801-1182 

Dear Representative Samuels: 

( )n(' William, t 1·11u·r 

li1hJ,OK 1,11,�.0li'!. 

Thank you for your leuer dated February 29. 2008, asking for The Williams Companies' 
views on cenain maners involving the Alaska Northwest Natural Gas Transportation 
Company r·ANNGTC"). 

We are continuing to evaluate the questions that were included in your letter. It has been a 
number of years since Northwest Alaskan Pipeline Company. the Williams' company that 
was part of ANNGTC. withdrew from ANNGTC, and formulating a response is taking more 
time than expected. We will respond as soon as possible. but cannot at this time provide a 
specific date when that response will be ready. 

In 1he meantime. if you have any questions regarding the status of our response. or would like 
10 follow up on this letter. please feel free to contact Angela Hooper, Senior Auorney. at 
(918) 573-8370.

Again. thank you for your letter and the opportunity to respond on this matter. 
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June 2. 2008 

Honorable Ralph Samuels. Chair 
Legislative Budget and Audit Committee 
Alaska State Legislature. State Capitol 
Juneau. Alaska 99801-1182 

Dear Representative Samuels: 

On., Willum, c.,n,n 

Tuha.01( 74172-0172 

Thank you for your letter dated February 29. 2008, asking for The Williams Companies'views on cenain mauers involving the Alaska Northwest Natural Gas Trunsponation Company(" AN NGTC"). 

You have asked Williams, as the ultimate parent of Northwest Alaskan Pipeline Company which withdrew as a partner from the Alaskan Northwest National Gas TransportationCompany (ANNGTC) in I 994, to respond to two questions regarding the recent Alaska GasolineInducement Act (AGJA) application by TransCanada. We respond as follows:

I. Would Williams be willing to waive its rights under the ANNGTC pannershipagreement? 

Williams is not wiJJing to waive its rights under the ANNGTC partnership agreement without being adequately compensated. However, Williams is verywilling to discuss this matter with TransCanada in order to resolve any issuesregarding Williams' rights.

2. Does Williams believe the corporate structure used by TransCanada in its AG/AApplication violates any obligation to your company?

Williams does not have sufficient infonnation to answer this question at this time.In order to answer this question, Williams would require, among other things,additional detailed infonnation regarding (i) the corporate existence and relationships of the current ANNGTC partners and the AGIA Co-Applicants and(ii) the AGIA proposed pipeline project and its relationship to the fonner ANNGTC project. Again, Williams is very willing to meet with TransCanada toresolve this matter. 



Honorable Ralph Samuels, Chair 
June 2. 2008 

Page 2 

If you have any questions regarding this response, please feel free to contact Angela 
Hooper of the Williams Legal Depanment at (918) 573-8370. 

Sincerely, 
� 

� .. �,Senior Vice President and General Counsel 



Senate Special Committee on Energy 7-30-08 

"What's the will of the committee?" 

Someone makes a Motion to move bill from committee with individual 
recommendations. 

ROLE IS CALLED BY by Secretary. "The ,•ote is __ yeas, __ nays." 

"The measure FAILS by a vote of yeas, 
----

OR 

"The measure PASSES by a vote of ___ yeas, 

___ nays." 

___ nays." 

"There being no further business before the committee: We're 
adjourned." 

If, PASSES, and you are displeased by outcome, before adjourning 
say: Take an at ease: "We'll take a 15 min. at ease. AH members 
please return in 15 minutes; we'll go back on the record to sign the 
report. 

Use this time to see if someone wants to make a motion to 
recind. If additional action is possible. 

Call committee back to order.: 

"The bill will be circulated for individual recommendations." {WE

ARE STILL fN SESSION AT THIS POINT) 

At this point someone must move to recind action to move bill from committee. 
This motion must pass by majority of the full membership of committee. 

"Motion before us: Shall HB 300 I be reported from committee 
with individual recommendations" 
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Pipeline Project as proposed by TransCanada Alaska Company, 
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Senate Special Committee on Energy 7-30-08 

"What's the will of the com1nittee?" 

Someone makes a Motion to move bill from committee with individual 
recommendations. 

ROLE IS CALLED BY by Secretary. "The vote is __ yeas, _nays." 

"The measure FAILS by a vote of ___ yeas, ___ nays." 

OR 

"The measure PASSES by a vote of ___ yeas, ___ nays." 

"There being no further business before the committee: We're 
adjourned." 

If, PASSES, and you are displeased by outcome, before adjourning 
say: Take an at ease: "We'll take a 15 min. at ease. All members 
please return in 15 minutes; we'll go back on the record to sign the 
report. 

Use this time to see if someone wants to make a motion to 
recind. If additional action is possible. 

Call committee back to order.: 

"The bill will be circulated for individual recommendations." {WE

ARE STILL IN SESSION AT TIDS POrNTI 

At this point someone must move to recind action to move bill from commjne.e. 
Thls motion must pass by majority of the full membership of committee. 

"Motion before us: Shall HB 300 l be reported from committee 
with individual recommendations" 

Chairman has duty to recognize to recognize objection: ALWAYS 

Need a sympathetic member to make motion to adjourn. 
"Hearing no objection we're adjourned.'' 



1J PG&E Corporation_

July 22, 2008 

Representative Ralph Samuels 
Alaska State Capitol 
Juneau, Alaska 99801-1182 

Dear Mr. Samuels: 

Franae• S. Ch-. 
S1nh11 Counsel 
llw 01p1rtment 

One Mlrket. Speer Tower 
SUiia COO 
S,r, fflnCISCO, CA 94105 

'1�117..82117 
Fax. 415,817.8225 
fr1ntu.ch1ngOpge·corp.com 

Regarding your letter to Mr. Sanford L. Hartman, you asked several questions regarding 
rights and obligations owed to PG&E Corporation under the partnership agreement of the 
Alaskan Northwest National Gas Transportation Company (ANNGTC) and in connection 
with TransCanada Corporation's license application under the Alaska Gasline 
Inducement Act. As you know, PG&E Corporation is the ultimate corporate parent of 
Calaska Energy Company, which is a "withdrawn partner" of ANNGTC. 

Mr. Hartman requested tnat I respond to your letter. We have reviewed our files and, 
based on this review, we do not believe that PG&E Corporation currently has any rights 
to waive ·with respect to TransCanada Corporation's application. 

If you have further questions or comments, please feel free to contact me at 
415.817.8207. 

Sincerely, 

'�_J 
Frances Chang 

cc: Sanford L. Hartman, Pacific Gas and Electric Company 
Doreen A. Ludemann, PG&E Corporation 
Brant W. Bishop, Kirkland & Ellis LLP 
Donna Friesen, TransCanada Alaska Company, LLC 

S·\FSC\Alaslcaleg1s-1r.1nsCanada7-2008.doc 
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Representative Ralph Samuels, Chair 
Legislative Budget & Audit Committee 
Alaska State Capitol 
Juneau, AK 99801-1182 

Dear Representative Samuels, 

I am responding to your letter of February 29, 2008, and the two questions that you asked.

Sempra Energy is the ultimate parent for Pacific Interstate Transmission Company (PITCO), the 
''withdrawn partner" of the Alaskan Northwest National Gas Transportation Company (ANNGTC) 

JC:bjj 

In response to your two specifk questions: 

1. Question: Our first question is whether you would be ·willing to waive rights under the
ANNGTC partnership agreement?

Answer: PITCO is a ''withdrawn partner" of ANNGTC, as that term is defined in the
partnership agreement. To the extent that PITCO has certain continuing rights under the
AANGTC agreements, PITCO is not willing to waive any of its rights as a withdrawn

partner.

2. Question: Do you believe the corporate structure used by TransCanada in its Alaska
Gasline Inducement Act (AGIA) application violates any obligation to your companv?

Answer: Based upon the information available to us regarding the manner in which
TransCanada is proposing to carry out the project, we are not aware of any obligation under
the ANNGTC General Partnership Agreement that is being violated by TransCanada.

I am available to discuss the matter further, should you require additional information. 

Very truly yours 



Representative Ralph Samuels, Chairman 
Legislative Budget and Audit Committee 
Alaska St.ate Capitol 
Junean, AL 99801·1182 

Dear Chaimian Samuels: 

.,. 

I am in receipt of your Febnwy 29, 2008 letter regard.in& the state of Alaska's inquiry imo 
'�tbdrawn partner" of the Alaskan Northwest National Gu Transportation Company. In 
response the:eto, MidAmerican Energy Holdinp Company h�y provides that the rofminced 
"withdrawn company," Northern Amie Gas Company, is not. and never bu been, a subsidiary 

. or affiliate of MidAmerican Energy Holdings Company. 

MidAmerican Energy Holdings Company purcb.aaed all of the outstanding capital stock of 
Nortbcm Natural Gas Company. a Delaware corporation, from Dynegy, Inc. in August, 2002. AJ. 
the time of the acquisition, Nortbem Natural Gas bad no subsidiaries. Moreover, it is 
MidAmerican Energy Holdings Cc,mpany's undentmding that North.em Arctic Gas Company 
was a subsidiary of Inta-North. J,ic. In or about 1986, InterNorth, Inc. and Houston Natural Gas 
Company merged and InterNorth, Inc. changed its name to Emon Corp. 

I trust the foregoing satisfies your February 29, 2008 mquiry. Should additional information bo
nc:ceRary, please contact me. 

CC: Govemor Palin 

:bt 

... 

IIIIDAIIIIRacAN ENEAOY HOLDIN<JS COM,.ANV 

1n1 SOUU\ '703rd Street • Omahe, Nebraeu ea12+-1000 • 40z.231-1402 • Fax: 402·Z31-1403 
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April 11. 2008 

Honorable Ralph Samuels, Chair 
Legislative Budget and Audit Committee 
Alaska State Legislature, State Capitol 
Juneau, Alaska 99801-1182 

Dear Representative Samuels: 

One Willi•m, (' 1·111rr 

li,ls:.a. OK 74 I n,011! 

Thank you for your letter dated February 29, 2008, asking for The Williams Companies' 
views on certain matters involving the Alaska Northwest Natural Gns Transportation 
Company ( .. ANNGTC"). 

We are continuing to evaluate the questions that were included in your lener. It has been a 
number of years since Northwest Alaskan Pipeline Company, the Williams' company that 
was part of ANNGTC, withdrew from ANNGTC, and formulating a response is taking more 
time than expected. We wiJI respond as soon as possible, but cannot at this time provide a 
specific date when that response will be ready. 

In 1he meantime. if you have any questions regarding the status of our response, or would like
to follow up on this letter, please feel free to contact Angela Hooper, Senior Attorney, at 
(918) 573-8370.

Again. thank you for your letter and the opportunity co respond on this matter. 

Sincerely, 

1 er 
ior Vice resident :ind General Counsel 
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June 2, 2008 

Honorable Ralph Samuels, Chair 
Legislative Budget and Audit Committee 
Alaska State Legislature, State Capitol 
Juneau, Alaska 99801-J 182 

Dear Representative Samuels: 

Thank you for your letter dated February 29, 2008, asking for The WiJliams Companies'views on cenain matters involving the Alaska Nonhwest Natural Gas Transponation Company(" ANNGTC"). 

You have asked WiJJiams, as the ultimate parent of Nonhwest Alaskan Pipeline Company which withdrew as a partner from the Alaskan Northwest National Gas TransportationCompany (ANNGTC) in 1994, to respond to two questions regarding the recent Alaska GasolineInducement Act (AGIA) application by TransCanada. We respond as follows:

I. Would Williams be willing to waive its rights under the ANNGTC partnershipagreement? 

Williams is not willing to waive its rights under the ANNGTC pannership agreement without being adequately compensated. However, Williams is verywilling to discuss this matter with TransCanada in order to resolve any issuesregarding WiJliams' rights.

2. Does Williams believe the corporate structure used by TransCanada in its AGIAApplication violates any obligation to your company?

Williams does not have sufficient information to answer this question at this time.In order to answer this question, WiJliams would require, among other things,additional detailed infonnation regarding (i) the corporate existence and relationships of the current ANNGTC partners and the AGIA Co-Applicants and(ii) the AGIA proposed pipeline project and its relationship to the fonner ANNGTC project. Again, Williams is very willing to meet with TransCanada toresolve this matter. 



Honorable RaJph Samuels, Chair
June 2, 2008 
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If you have any questions regarding this response, please feel free to contact Angela 
Hooper of the Williams Legal Department at (9 J 8) 573-8370. 

Sincerely, 
� 

�ender 
Senior Vice President and General Counsel
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Collaboration is key to completing Alaska's gas pipeline 
COMPASS: Other points of view 

By TONY KNOWLES 

(06/30/08 22:59:39) 

Page 1 of2 

The State of Alaska Is at a critical threshold in deciding the future course of the Alaska gas line. 
With two proposals on the table, this multi-generational dream ticket for economic prosperity Is on 

the cusp of becoming real. 

Credit the governor's proposed contract with TransCanada and current gas prices for "inducing" the 
producers' Denali gas line project. Now what's important is the state's next step. 

Should we take the lead in bringing all parties together to develop a gas line on Alaska's terms? Or 
should we approve the contract before the Legislature giving TransCanada a $500 million subsidy 
as the state's exclusive partner In applying to the Federal Energy Regulatory Commission (FERC) 
for the license? 

Unite or divide? 

The answer should depend on which strategy is most likely to get the line built. 

After waiting decades to get to this point, we shouldn't forget the difficulty and complexity of 
constructing a pipeline with an unprecedented price tag, engineering challenges, and land issues 
that involve Alaska, the U.S. and Canadian governments, three Canadian provinces, and 
indigenous peoples. Overcoming these barriers and satisfying U.S. and Canadian regulators and 
financial markets will require the expertise and support of owners of the gas leases, pipeline 
owners and all levels of government. 

Recognizing these challenges, unity may be the essential way forward. Alaska oil and gas expert 
Brian Davies testtfied at the recent hearings that there were very strong public signals that the 
three producers and TransCanada recognize they need each other to complete the project. Only 
the state didn't seem to recognize that relationship. 

Why would the state resist a collaborative effort? 

It is claimed that t":� contract provisions for which we will pay $500 million are better for the State 
of Alaska than what we could ever get the producers to accept. However, on the issues most 
important to Alaskans -- such as in-state access to the gas, hiring and training Alaskans, and using 
Alaska businesses -- there is no difference between what TransCanada has agreed to and what the 
producers have acknowledged are required. 

It is also asserted that a significant benefit of the contract is that TransCanada has agreed to 
advocate the state's position before FERC on the issues of debt/equity ratio, "rolled in rates" and 
"open access." Of course, it is FERC, not the contract, which will ultimately decide these issues. 

While there is questionable benefit to paying $500 million for "advocacy" of certain positions before 
FERC, it is disturbing that the contract would prevent the state from negotiating fiscal terms with 

http:/ /www.adn.com/opinion/compasslv-printer/story /451739 .html 7/1/2008 
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any other pipeline proposal before TransCanada either abandoned its effort or began operations. 
Violation of this provision, potentially lasting eight to 10 years, would require the state to pay 
treble damages to TransCanada. Why should we ever surrender our responsibility to advocate

development of the gas line with the best terms available for Alaskans? 

Conoco Phillips and BP plan to spend $600 million on the Denali project to develop construction 
cost estimates for a pipeline. This "due diligence• wou(o determine what tariff would be charged to 
ship the gas. This information is vital to the companies owning the leases on the gas to convince 
them to irrevocably commit to shipping 4 billion cubic feet of gas per day for 25 years. 

That shipping commitment is essential for a pipeline project to obtain the certificate from FERC and 
financing from the capital market. 

Clearly, the producers would commit their leased gas to their own project. What would be the 
purpose of Alaska underwriting a proposal that has-no gas shipping commitments and little chance 
of FERC approval or financing? 

There is clearly strength in unity. We should not be afraid to take a leadership role in making this 
happen. We have strong indications that a pipeline company with significant assets, experi�nce and 
Canadian connections and major producers of North Slope gas are prepared to join with the State 
of Alaska to develop a unified Alaska natural gas pipeline. 

This is the opportunity we have been waiting to pursue. And, oh yes, we'd save $500 million in the 
process! 

Tony Knowles was governor of Alaska from 1994-2002 and was the Democratic candidate for 
governor in 2006. 
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