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Representative Jay Ramras 
Chair, House Judiciary 

House Labor & Commerce 
House Oil & Gas 

House Military & Veteran 
Affairs 

1292 Sadler Way, Suite 324 
Fairbanks, Alaska 99701 
Phone: (907) 452-1088 
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Alaska State Legislature 

House of Representatives 

Memo 
To: Representatives Charisse Millet and Bryce Edgmon 

Co-Chairs House Special Committee on Energy 

While in Session 
State Capitol, Room 118 

Juneau, Alaska 99801-1182 
(907) 465- 3004 
Fax: 465-2070 

Toll Free: (877) 465-3004 

House District 10 

Cc: JeffTumer, House Special Committee on Energy Committee Aide 

3021 

From: Representative Jay Ramras 

Date: March 12,2009 

Re: HCR 12 - URGING REEVALUATION OF AGIA LICENSE 

Please schedule House Concurrent Resolution 12 - URGING REEVALUATION OF AGIA LICENSE, 

for a House Energy Committee hearing as soon as possible. 

Attached to this memo please find the bill packet. 

Margaret Dowling, 465-6841, in my office will be the staff person assigned to HCR 12 

Thank you. 

Representative_Jay_Ramras@legis.state.ak.us 
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CS FOR HOUSE CONCURRENT RESOLUTION NO. 12( ) 

IN THE LEGIS LA TCRE OF THE STATE OF ALASKA 

TWENTY-SIXTH LEGISLATURE - FIRST SESSION 
BY 

Offered: 
Referred: 

SpODSOr(s): REPRESENTA T/VES RAMR,\S, JOhDSOD 

A RESOLUTION 

,-lORK DRAFT 

~6-!'SO 156'C 
Bullock 
].18,09 

Requesting that the governor and the attorney general review and reevaluate the project 

proposed by TransCanada Alaska Company, LLC, and Foothills Pipe Lines Ltd., jointly 

as licensee, under the Alaska Gasline Inducement Act to determine whether the project 

proposed by the licensee fails to maximize the benefits to the people of the state or is 

uneconomic, taking into consideration economic changes affecting project financing, the 

availability of liquefied natural gas and natural gas from nonconventional sources, the 

state's risk of paying treble damages associated with an in-state gas pipeline, and the 

expected budget dcficit; and requesting that the governor and the attorney general 

n'port the outcome of the rc\ iew and rce"lluation II ithin six months. 

HE IT RESOLn:D BY THE LEGISLHLRE OF THE ST,HE OF .\I.,\SKA: 

WHERE,\S the .'We "fthe national and global el:tlnOnlY has been ortieialll' ueclared 

a "rec·c·ssillIl." :uld C'WTcnt energy markets :lIlU erL'dit markcL, elrc in tUrJlwil. thcrchy creating 
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by the licensee under AS 43,90 (Alaska Gasline Inducement Act) as well as the ability of the 

licensee to finance the construction; and 

WHEREAS aggressive developments of shale and other nonconventional gas 

4 resources in the Lower 48, such as the Barnett shale fonnation in Texas, estimated at 

5 30,000,000,000,000 cubic feet of recoverable gas; the Haynesville shale tonnation across East 

6 Texas, Louisiana, and Arkansas, estimated to have 20,000,000,000,000 to 35,000,000,000,000 

7 cubic feet; and the Marcellus shale fonnation stretching from West Virginia into upstate New 

8 York, with recoverable reserves estimated at 50,000,000,000,000 cubic feet, have broUght 

9 substantial new domestic natural gas production to market and will continue to produce for 

\0 years into the future; and 

II WHEREAS technological advancements in the field of shale gas recovery have 

12 lowered costs and prompted increased production, adding to the competition for a long-

13 distance, large diameter pipeline; and 

14 WHEREAS shale gas in the continental United States is closer to large markets and 

15 already enjoys thousands of miles of pipe and transmission lines where the construction of 
16 

17 

18 

19 

risk and cost have already been mitigated; and 

WHEREAS the cost of incremental production gains in shale gas are less costly and 

less risky than a multibillion-dollar large diameter pipeline; and 

20 
WHEREAS increased availability of liquefied natural gas from points around the 

world also present growing competition in the United States market for a gas pipeline from 
Alaska; and 21 

22 

2J 

24 

3U 

WHEREAS there is significant capacity available at existing, expanded, new, and 

proposed liquefied natural gas receiving tenninals to serve the L'nited States market; and 

WHEREAS new liquefied natural gas production lacilities are coming online 

worldwide, in search of a market, with the Cnitcd States being the largest natural gas market 
in the 1\ orld: and 

.,1 1 

WHEREAS the commissioner of reI cnue and the commissioner of natural resources. 

aUing jointly. (ktemlined that the joint application of TransC'anada Alasb Company. LLC, 

~lI1d Fllllthills Pipe Lines Ltd, proposed a natural gas pipelIne project that will sutJiciently 

m'L,imize the bC'ndits to the people Ill' the state and merits issuance "I' a licc'n"e unckr 

,\S ,P,UI) ('\/a,b (I""li;1L' Inducement "\L't): "nti 

C,I/(I{ 121 ) 
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WHEREAS the commissioner of revenue and the commissioner of natural resources, 

acting jointly. published a notice of intent to issue a license to TransCanada Alaska Company, 

LLC, and Foothills Pipe Lines Ltd .. jointly, under AS 43.90 (Alaska Gasline Inducement Act) 

and forwarded the published notice along with the findings, supporting documentation, and 

determination to the presiding otlicer of each house of the Alaska State Legislature; and 

8 

WHEREAS the Alaska State Legislature approved the issuance of the license to 

TransCanada Alaska Company, LLC, and Foothills Pipe Lines Ltd., jointly as licensee, by 

passing HB 3001 during the Fourth Special Session of the Twenty-Fifth Alaska State 

Legislature; and 9 

10 

I I 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

13 

24 

25 

.~6 
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~s 

~9 

.~ I) 

WHEREAS the commissioner of revenue and the commissioner of natural resources, 

acting jointly, have issued the license approved by the Alaska State Legislature; and 

WHEREAS AS 43.90.440 entitles TransCanada Alaska Company, LLC, and 

Foothills Pipe Lines Ltd., jointly as licensee, to a payment from the state of an amount equal 

to three times the total amount of the expenditures incurred and paid by the licensee that are 

qualified expenditures for the purposes of AS 43.90.110 that the licensee incurred in 

developing the licensee's project if, before the commencement of commercial operations, 

(I) the state extends to another person preferential royalty or tax treatment or 

grant of state money for the purpose of facilitating the construction of a competing natural gas 

pipeline project in this state; and 

(2) the licensee is in compliance with the requirements of the license and with 

the requirements of state and federal statutes and regulations relevant to the project; and 

WHEREAS the people of the state have a present need for natural gas produced from 

the North Slopc, and it is in the best interests of the state to pursue a means lor delivering 

natural gas produced from the North Slope to the people of the state before the 

commencement of wmmcrcial operations of the project proposed by TransCanada Alaska 

Company. LLC. and F,)uthills Pipe Lines Ltd .. jointlj as licensee: and 

•. ~I 

WI/ ERE.\S the delc!opment of a project for the dclilcry of natural gas li'om the 

'.;orth Slop<.: bct'lfe tl1\: commeIlccm<.:nt of commercial operations of the project propos<.:d by 

TransCaIladn Alaska Company. LLC. and Foothills Pipe Lines Ltd., jointly as licensee. may 

require the stale to L'(lnsidL'r liscal i"ues rdatcd tll ElI:ilit:lting the constrllcti(.ln Ill' a natural gas 

pipeline: and 

-J-
(\IICf{ I!( ) :: ' " 
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WHEREAS current revenue projections for Alaska indicate that Alaskans will he 

facing a budget deficit in the years ahead, further jeopardizing the state's ability to pay treble 

damages to the licensee should the state become liable to the licensee tor violating the 

assurance to the licensee in AS 43.90.440; and 

WHEREAS the licensee's ongoing work, including tield work, continues to increase 

the state's liability for reimbursing the licensee; and 

8 
WHEREAS a project other than the project proposed by TransCanada Alaska 

Company, LLC, and Foothills Pipe Lines Ltd., jointly as licensee, that receives preferential 

royalty or tax treatment or a grant of state money may be considered a competing natural gas 

pipeline project to the project pursued under the license issued to TransCanada Alaska 

Company, LLC, and Foothills Pipe Lines Ltd., jointly as licensee; and 

9 

10 

II 

12 

13 

14 

15 

16 

17 

18 

19 

20 

21 

22 

23 

24 

25 
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WHEREAS it is in the best interest of the state that the state have maximum 

flexibility to take any action necessary to develop its natural gas and to meet the energy needs 

of the people of the state; and 

WHEREAS the entitlement of TransCanada Alaska Company, LLC, and Foothills 

Pipe' Lines Ltd., jointly as licensee, to a payment by the state of an amount equal to three 

times the total amount of certain qualified expenditures incurred and paid by the licensee 

handicaps the state from pursuing reasonable alternatives for the development of a project to 

deliver natural gas from the North Slope to the people of the state or for export from the state 

for the benetit of the people of the state; and 

WHEREAS it is in the best interest of the state to eliminate the risk of a payment of 

an amount equal to three times the total amount of certain qualified expenditures incurred and 

paid by the licensee so that the state may pursue all reasonable means tor the development of 

the state's natural gas and to meet the energy needs of the people of the state: and 

WHEREAS the dilemma for Alaska is whether or not a large diameter gas pipeline 

illto" \orth :\lllcricclJl huh lll:lrkd is commercially I ianle: and 

WHEREAS it is unclear if there is a lalue fur the state to spend up to SSI)O.()()O,OOI) to 

create compdition \I hen it is uncertain, elen if there an: two ur more competing projects, 

\I'hether or !lot those pr(1j~cts '.I ill ultimatd! be commercially I i~hle: 

.11 
BE IT RESOIXED th~t the .\Iasb State l.~gislatLirc requests that the glllW110r ,lnJ 

-~-
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Company, LLC, and Foothills Pipe Lines Ltd., jointly as licensee, under AS 43.90 (Alaska 

Gasline Inducement Act) to detennine whether the project proposed by the licensee fails to 

3 maximize the benc!its to the people of the state or is uneconomic, taking into consideration 

4 economic changes affecting project financing, the availability of liquc!ied natural gas and 

5 natural gas from nonconventional sources, the state's risk of pa}ing trehlc damages associated 

6 with an in-state gas pipeline, and the expected budget deficit; and be it 

7 Ft:RTHER RESOLVED that the governor and the attorney general are requested to 

8 report the outcome of their review and evaluation within 180 days after this resolution is 

9 passed by the legislature. 

.. ' :, .". - "::; -:.~ : <.: 
('Sift/{ 12( ) 
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CHANGES FROM HCR 12 TO CS FOR HCR 12 (ENE) 

TITLE CHANGE: 

FROM: 

Requesting that the governor and the attorney general review and reevaluate the license 
issued to TransCanada Alaska Company, LLC, and Foothills Pipe Lines Ltd., jointly as 
licensee, under the Alaska Gasline Inducement Act to detennine whether the project 
proposed by the licensee sufficiently maximizes the benefits to the people of the state and 
merits continuing the license, taking into consideration economic changes affecting 
project financing, the availability of liquefied natural gas and natural gas from 
nonconventional sources, the state's risk of paying treble damages associated with an in 
state gas pipeline, and the expected budget deficit; and requesting that the governor and 
the attorney general report the outcome of the review and reevaluation within six months. 

Requesting that the governor and the attorney general review and reevaluate the project 
proposed by TransCanada Alaska Company, LLC, and Foothills Pipe Lines Ltd., jointly 
as licensee, under the Alaska Gasline Inducement Act to detennine whether the project 
proposed by the licensee fails to maximize the benefits to the people of the state or is 
uneconomic, taking into consideration economic changes affecting project financing, the 
availability of liquefied natural gas and natural gas from nonconventional sources, the 
state's risk of paying treble damages associated with an in-state gas pipeline, and the 
expected budget deficit; and requesting that the governor and the attorney general1eport 
the outcome of the review and reevaluation within six months. 

SECOND "WHEREAS" CHANGED FROM: 

WHEREAS aggressive developments of shale and other nonconventional gas resources 
in the Lower 48, such as the Barnett shale fonnation in Texas, thought to be the largest 
onshore natural gas field in the United States, with some experts estimating that it 
contains up to 30 tri Ilion cubic feet of gas, and the Bakken shale fonnation of the 
Williston Basin Province, Montana and North Dakota, whi~h is thought to ~ontain 1.85 
trillion cubic feet of associated/dissolved natural gas, and 148,000,000 barrels of natural 
gas liquids, have brought substantial new domestic natural gas production to market; and 

WHEREAS aggressive developments of shale and other nonconventional gas resources 
in the Lower 48, such as the Barnett shale formation in Texas, estimated at 
30,000,000,000,000 cubic feet of recoverable gas; the Haynesville shale formation across 
East Texas. Louisiana, and Arkansas, estimated to have 20,000,000,000,000 to 
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35,000,000,000,00 cubic feet; and the Marcellus shale formation stretching from West 
Virginia into upstate New York, with recoverable reserves estimated at 
50,000,000,000,000 cubic feet, have brought substantial new domestic natural gas 
production to market and will continue to produce for years into the future; and 

THIRD WHEREAS CHANGED FROM: 

WHEREAS technological advancements in the field of shale gas recovery have called 
Into question the economic viability of a long distance, large diameter pipeline; and 

WHEREAS technological advancements in the field of shale gas recovery have lowered 
costs and prompted increased production, adding to the competition for a long distance, 
large diameter pipeline; and 

FIFTH WHEREAS: Deleted 

NEW WHEREAS' : 

5) Whereas the cost of incremental production gains in shale gas are less costly, and less 
risky, than a multibillion-dollar large diameter pipeline; and 

6) Whereas increased availability of liquefied natural gas from points around the world 
also present growing competition in the U.S. market for a gas pipeline from Alaska; and 

7) Whereas there is significant capacity available at existing, expanded, new and 
proposed LNG receiving terminals to serve the U.S. market; and 

, 

8) Whereas new LNG production facilities are coming online worldwide, in search of a 
market, with the U.S. the largest natural gas market in the world; 

FIFTEENTH WHEREAS FROM: 

WHEREAS the development of a project for the delivery of natural gas from the 
North Slope before the commencement of commercial operations of the project proposed 
by TransCanada Alaska Company, LLC, and Foothills Pipe Lines Ltd., jointly as 
licensee, may require the state to extend to another person preferential royalty or tax 
treatment or grant of state money for the purpose of facilitating the construction of a 
natural gas pipeline; and 

WHEREAS the development of a project for the deli very of natural gas from the 
North Slope before the commencement of commercial operations of the project proposed 
by TransCanada Alaska Company, LLC, and Foothills Pipe Lines Ltd., jointly as 

• 

• 

• 
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licensee, may require the state to consider fiscal issues related to facilitating the 
construction of a natural gas pipeline; and 

TWENTIETH WHEREAS CHANGED FROM: 

WHEREAS the entitlement of TransCanada Alaska Company, LLC, and Foothills 
Pipe Lines Ltd., jointly as licensee, to a payment by the state of an amount equal to three 
times the total amount of certain qualified expenditures incurred and paid by the licensee 
handicaps the state from pursuing all reasonable alternatives for the development of a 
project to deliver natural gas from the North Slope to the people of the state or for export 
from the state for the benefit of the people of the state; and 

TO: 
"all" deleted 

BE IT RESOLVED CHANGED FROM: 

BE IT RESOLVED that the Alaska State Legislature requests that the governor and the 
attorney general review and reevaluate the license issued to TransCanada Alaska 
Company, LLC, and Foothills Pipe Lines Ltd., jointly as licensee, under AS 43.90 
(Alaska Gasline Inducement Act) to determine whether the project proposed by the 
licensee sufficiently maximizes the benefits to the people of the state and merits 
continuing the license, taking into consideration economic changes affecting project 
financing, the availability of liquefied natural gas and natural gas from nonconventional 
sources, the state's risk of paying treble damages associated with an in-state gas pipeline, 
and the expected budget deficit; 

BE IT RESOLVED that the Alaska State Legislature requests that the governor and 
the attorney general review and reevaluate the project proposed by TransCanada Alaska 
Company, LLC, and Foothills Pipe Lines Ltd., jointly as licensee, under AS 43.90 
(Alaska Gasline Inducement Act) to determine whether the project proposed by the 
licensee fails to maximize the benefits to the people of the state or is uneconomic, taking 
into consideration economic changes affecting project financing, the availability of 
liquefied natural gas and natural gas from nonconventional sources, the state's risk of 
paying treble damages associatcd with an in-state gas pipeline, and the expected budget 
deficit; 
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State of Alaska Oil and Gas Lease Sales 

North Slope Areawide 2009 
North Slope Foothills Areawide 2009 

Call for New Information 
March 3, 2009 

Alaska Department of Natural Resources 
Division of Oil and Gas 

The Alaska Department of Natural Resollrces (ADNR). Division of Oil and Gas (DO&G). is requesting nc\ .... information regarding its 
proposal to oller all available state acreage in the North Slope and North Slope Foothills Areawide 2009 oil and gas lease sales. 
Through this requt:st for new information. DO&G provides an opportunity for interested parties to submit new information to DO&G 
that has becume available since the issuance of the most recent bl!st interest findings for these areas. The current North Slope 
Area" ide linal best interest tinding was issued on July 15. 2008. The current North Slope Foothills Areawide final best interest 
finding was issued 011 Fcbruary 7. 200 I. A supplement to this finding was issued in Januar)' of 2002. These documents arc available 
on DO&G's website: \VW\\.Jog.dnLstah:.ak.us. ADNR will either issue a supplement to the findings or a decision of no substantial 
new information for these sales. 

What is a Call for 
New Information? 

Before an oil and gas lease sale. ADNR issues a call for new 
information that has become available since the most recent best 
interest finding for the sale area. Agencies and the public are given 
an opportunity for comment. Based on the comments recl.!ived, 

will determine whether there is "substantial new 
in"ornnation," that justifies a supplement to the finding. Either a 
supplement to the finding. or a "decision of no substantial new 

North Slope Areawide ~009 

North Slope Foothills Areawide 
2009 

Call for New Information 

Supplement to the best interest 
finding or decision of no 

substantial new infonnation 

Proposed Sale 

opens closes 

3/03/09 
, 

5.'04109 I 

July 2009 

October 2009 

information," will be issued not later than 90 days before the sale. Any person that has commented during the comment period will 
have the reconsideration and appeal rights as described in AS 38.05.035. 

Mitigation measures developed in the current North Slope and North Slope Foothills Areawide best interest tindings will be carried 
on leases sold during the IO-)car life of the findings unless, as a result of substantial nl.!\V infonnation, ADNR deems it necessal)' to 
change or add measun,,'s through a supplement to the finding. A new coastal management consistency revie\'y' is done whenever the 
commissioner ddermines that ne\\- information or conditions suggest the proposed lease sale may no longer be consistent with ACMP 
standards. 

DO&G is requesting new information concerning: 

• fish .IOU wih.llife spedes and their habitats in the area: 
• ctlrr~nt and projected uses in the area. induding uses and \ulut' oftish and willJlite such as subsistence and recreation: 
• pot~!1!ia! gt,tlph:sk'a! hazarus \\ !thin the pn'po<;cd sale area: 

• n:asollabl: l'on,,'sct.:ahlc clIlIlulatih: ct'fi:d" nfc\ploration. dc\doPIllI'Ilt. pflldw.:tioll. and trallspllrtation for oil and gJS on the 
~alc .m.:a. including ci'ti:l'ts on ..;uhsisti..·/lc(! uses. fish and wildlife hahitat and pnpul .. ltiolls and their uses. and historic and 
ell Itura I resoun.:,,:s; 

• Icas",' stipulations ~md mitigation Illl'aSlln..'s. including JIl)' /Tll'<lsurcs to prc\cnt and mitigate releases of oil and hazardous 
substances. III be indudcu in thl.! least..'s, and a discussion of the protections uffered by these measures: 

• rcasonably fllfcsccablt..'liscal effeclS nfthc leasl.! salt..· and the SUbsl:quent activity on the statl.! and affected Illllnkipalitics and 
Clllllt1ltlnitic~. including tht..' cxplicit and implicit subsides associated \\ilh the lease s~lle, ifany: 

• air and \\ater qual it: ; 
• rcasllnabl~ tim:sceable dTI'CIS llf''''·.\.rloration. u\..·\"CIOPIlll'Ilt. production. ami transpnrt:Hion involving oil and gas Oil 

, and L'ollll11Unities within or 10 tilt..' '. sale area. 

3030 
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Coal: Carbon Capture and Sequestration (CCS) 

~ It's the S 

~ CO2 is a colorless, odorless gas which is lethal to humans in a 
concentration of 10-11 %. 

~ To sequestrate CO2 

¢Many miles of pipe are needed. 

• Up to 23,000 miles of CO2 pipeline will be needed between 
2010 and 2050 for CCS. (PNNL) 

¢ Permanent, non-cycling storage sites must be found. 

~ Regulatory Environment Does Not Exist 

¢ Current CO2 pipes are for enhanced oil recovery 

¢ Regulatory regime for large scale CO2 pipeline siting would need 
to consider: environmental impacts, safety, eminent domain, 
landowner impacts with the added concern of C02 as an 
asphyxiant gas. 
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Nuclear Power: Time 

:> EIA analysis of the Climate Security Act of 2007 estimated a need for 
200 new nuclear plants by 2030. 

q The NRC expects to receive 23 new nuclear power plant applications 
. representing 34 units between 2007-2010. 

:> The NRC's new licensing process for nuclear power plants takes about 
10 years to complete. 

:> The capital cost to build a new nuclear plant is conservatively estimated 
to range from $4,000/kW to $6,000/kW. 

:> The United States currently has 56,000 metric tons of spent nuclear fuel 
from nuclear reactors. By the year 2035 it is expected to have 119,000 
metric tons. 

q Yucca Mountain statutory capacity limit is 77,000 metric tons. The 
country's waste inventory will exceed this limit by 2010. 
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Wind and Solar Energy: Transmission and Land Use 

:> Renewables sources are not near the market 

¢ Electric transmission must be built. 

:> Reliability? 

¢ Wind energy available, on average, 30% to 45% of the time. 

¢ Conversion efficiency of Solar PV cells range between 8% and 
17% 

:> Land use for a 500 MW plant 

¢ Natural Gas: 20 to 40 acres 

¢ Wind: 25,000 to 37,500 acres, 250 to 500 acres are under 
concrete 

¢ Solar: approximately 3,500 acres 

February 17 2009 Federal Energy Regulatory Commission 4 
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'0'1 Since 2000,19 transmission Unes have been built 
that physically cross state borders 

Transmission Projects 

~ ~ ~ 

•• •• •• 

765 kV 

345kV 

230kV 

DC 

1,004 Miles 
230 kV and higher 

119 
111,"-111 , 

Sources: Derived from Ventyx Velocity Suite, the C Three Group's U.S. Electric Transmission Oatabase and FERC's Transmission Oatabase 

Fe!)rll":' 17 2009 Federal Energy Regulatory Commission 5 

• • • 



W 
<0 

,w 
'-.] Since Janual'1 2000, 84 natural gas pipeline projects 

have been certified that physically cross state borders. 

NortbernStar 
(1,300""" 

11. CIG (85,133,105) 
12. TransColorado (250) 
13. WIC (120,675,350,556) 
14. Entrega (1,500) 
15. Rockies Exnress West 

,.f 
-.r­

i""Jonh Br.t..I,j 
{SHG_ 1 .. ~{)(ri 

10,866 Miles 
47.72 BeF/D Total 

1. Islander East (285) 
2. Iroquois (100,200) 
3. Columbia (135) 
4. Transcontinental (130,142) 
5. Transcontinental (100) 
6. Maritimes (418) 
7. Tennessee (500) 
8. Tennessee (136) 
9. Texas Eastern (900) 

!10. AleonQuin (32 

T I 
~~ 

Sources: FERC's Database 

February 17,2009 Federal Energy Regulatory Commission 6 
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Gas-fired generation has dominated recent U.S. 
expansion of generation capacity 

80,000 .. I In the U.S., over 300,375 MW of 
new generation capacity has 

70,000 ----·-- .. ·-- .... -- ...... -.. --=:--.. ------------------------1 come online since 2000; 89% of 

60,000 

50,000 

s: 40,000 
:E 

30,000 

20,000 

10,000 

o 

which is natural gas fired. 

!i~~:1'f 
;';It\·: 

----::1::::: 
------~----

2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 

_Natural Gas _ Coal" Renew iii Oil _Water 
Source: Based on data from Ventyx Global Energy, LlC, Velocity Suite, February 2009. 

February 17.2009 Federal Energy Regulatory Commission 7 
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Source: Based on data from BP Natural Gas Consumption 2007, EIA's International Energy Outlook 2008, Table A6, and Ventyx Global Decision LLC, Velocity Suite. 
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2008 LNG f~ow Movemelrots 
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Variables Affecting LNG Movement 

~Market Structure 

=Domestic Supplies 

~Liquefaction Capacity 

=Storage 
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Source: Based on data from IGU 23rd World Gas Conference-WGC 2006, EIA's Estimate of Peak Underground Working Gas Storage Capacity in the 
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(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101 

LEGAL SERVICES 
DIVISION OF LEGAL AND RESEARCH SERVICES 

LEGISLATIVE AFFAIRS AGENCY 
STATE OF ALASKA State Capitol 

Juneau, Alaska 99801-1182 
Deliveries to: 129 6th St., Rm, 329 

MEMORANDUM March 17,2009 

SUBJECT: 

TO: 

FROM: 

Request by HCR 12 that the governor and the attorney general 
review and reevaluate the license issued under the Alaska Gaslinc 
Inducement Act (AS 43,90) (Work Order 26-LSOI56\S) 

Representative Pete Petersen 

A7J: DaV~mj / 
~~ Bullock Jr. 7 
Legislati ve Counsel 

HCR 12 requests the governor and the attorney general to review and reevaluate the 
license issued to TransCanada Alaska Company, LLC and Foothills Pipe Lines, Ltd. 
(licensee) to determine whether the project proposed "maximizes the benefits to the 
people of the state and merits continuing the license[.]" You asked whether any authority 
exists for the state to unilaterally revoke or modifY the terms for the license, whether the 
state would be exposed to any liability if the state unilaterally revoked or modified the 
license, and whether there are any other potential legal consequences of revoking or 
modifying the license. 

The license issued under AS 43.90 (Alaska Gasline Inducement Act (AGIA» is a 
contract between the state and the licensee. Under the contract, the state commits to 
make matching contributions of up to $500,000,000 for qualified expenditures incurrcd 
by the licensee and to provide the benefits of the Alaska Gasline Inducement Act 
coordinator.' The state also granted the licensee the assurances in AS 43.90.440 that the 
inducements provided to the licensee would not also be given to a competing natural gas 
pipeline; if the state provides inducements to a competing pipe line, the licensee is 
entitled to the payment described in AS 43.90.440(a). In return for the state's 
commitment, the licensee agrees to the conditions and commitments in AS 43.90.130, the 
requirements generally referred to as the "must haves" during the consideration of AGIA. 
Because the license is a contract, if the state unilaterally revokes or modifies the contract, 
the state would be liable for damages resulting from the breach. 

I will not speculate on the amount of the damages for which the state would be liable if 
the state breaks the contract. However, the amount of damages may be significant based 
on the fact that AS 43.90.440 entitles the licensee to a payment by the state of three times 
the total amount of the qualified expenditures incurred and paid by the licensee if Ihe 

'.\S -0.,!1).111). 
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state violates the contract by providing inducements to a competing gas pipeline. If the 
state makes the payment under AS 43.90.440, the project is deemed to be abandoned 
under AS 43.90.240(d). 

Within AOIA, there are provisions that allow for the abandonment of the license or a 
modification of the project. Under AS 43.90.240, the project may be abandoned if it is 
found to be uneconomic. AS 43.90.240(a) addresses the situation where the licensee and 
the commissioner of revenue and the commissioner of natural resources all agree that the 
project is uneconomic. That subsection reads as follows, with emphasis added: 

(a) lIthe commissioners and the licensee agree that the project is 
uneconomic, the project shall be abandoned, the inducement provided for 
in AS 43.90.110 shall be terminated, and, except for requirements imposed 
on the licensee under (e) of this section and AS 43.90.220, the state and 
the licensee no longer have an obligation under this chapter with respect to 
the license. 

AS 43.90.240(b) and (c) address the situation where the commissioners and the licensee 
disagree that the project is uneconomic. AS 43.90.240(b) and (c) read as follows, with 
emphasis added: 

(b) If the comnusslOners or the licensee determines that the 
project is uneconomic and the other party disagrees, the disagreement 
shall be settled by arbitration administered by the American Arbitration 
Association under the substantive and procedural laws of this state, and 
judgment on the award rendered by the arbitrators may be entered in 
superior court in the state. In the event of arbitration, each party shall 
select an arbitrator from the American Arbitration Association's National 
Roster, and the two arbitrators shall appoint a third arbitrator from the 
American Arbitration Association's National Roster who shall serve as the 
chair of the three-member arbitration panel. If the arbitration panel 
determines that the project is 

(I) uneconomic, the state and the licensee no longer have 
an obligation under this chapter with respect to the license, except for 
requirements imposed on the licensee under (e) of this section and 
AS 43.90.220; or 

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

(c) The arbitration panel in (b) of this section shall make a 
detennination that the project is uneconomic only if the panel finds that 
the party claiming the project is uneconomic has proven by a 
preponderance of the evidence that the 

(I) project does not have credit surport sufficient to finance 
construction of the project through linn transportation wmll1itll1ents. 
gO\"cfIllllcnt assist'lJ1tl'. or "ther ...:.xtcrnal S(ltlrl'~S of Jinalll'illg; and 
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(2) predictcd costs of transportation at a 100 percent load 
factor, when deducted from predicted gas sales revenue using publicly 
available predictions of future gas prices, would result in a producer rate 
of return that is below the rate typically accepted by a prudent oil and gas 
exploration and production company for incremental upstream investment 
that is required to produce and deliver gas to the project. 

As you can see, if the licensee and commissioners disagree on whether thc project is 
uneconomic, the dispute is resolved through an arbitration process. 

Many of the facts presented in HCR 12 relate to whether the project proposed by the 
licensee is uneconomic. The administration could avail itself of AS 43.90.240(a) - (c) 
and explore whether the project is uneconomic and decide its next course action. 

The licensee also has the option of seeking an amendment or modification of its project 
plan under AS 43.90.210. That section reads as follows: 

Subject to the approval of the commissioners, a licensee may amcnd or 
modify its project plan if the amendment or modification improves the net 
prescnt value of the project to the state, is necessary because of an order or 
requirement by a regulatory agency with jurisdiction over the project or by 
the Alaska Oil and Gas Conservation Commission, or is necessary because 
of changed circumstances outside the licensee's control and not reasonably 
foreseeable before the license was issued. An amendment or modification 
approved under this section must be consistent with the requirements of 
AS 43.90.130 and, except for an amendment or modification required 
because of an order or requirement of a regulatory agency with 
jurisdiction over the project or by the Alaska Oil and Gas Conservation 
Commission, may not substantially diminish the value of the project to the 
state or the project's likelihood of success. 

Although the grounds for modification or amendment arc limited, the facts allcged in 
HCR 12 may constitute "changed circumstances outside the licensee's control and not 
reasonably foreseeable beforc the license was issued" that necessitate a change in the 
project. If so, the commissioners and the licensee could work together to reach 
agreement on acceptable modi fications and amendments. This approach would not end 
the project and but would allow the project to continue with changes and modifications. 

The requests to the governor and to the attonley general in HeR 12 do not address 
abandonment as uneconomic or modification of the project. Instead, the resolution asks 
the administration to reconsider the decision made by the commissioners before the 
licensee was rewmmcnded for approval to the legislature. Specifically, on page 4, lines 
25 - 26. HCR 12 requests the governor and the atlOIDe}, general to "dctelllline whether 
the project proposed by the liccnsee sufficiently maximizes the benetits to thc people of 
the statc and merits continuing the licenser· I" This provision could he read to cncournge 
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a unilateral revocation outside of the contract tenninatioll provisions within AGIA. If the 
contract is unilaterally tenninated by the state, the state could be found by a court to be 
liable tl)r damages to the licensee arising out of the state's breach. 

If I may be of further assistance, please advise. 

DMB:ljw 
09- 161.1jw 
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FEDERAL ENERGY REGULATORY COMMISSION 
WASHINGTON, D.C. 20426 

OFFICE OF ENERGY PROJECTS 

June 25. 200S 

Bud E. Fackrell, President 
Denali - Alaska Gas Pipeline LLC 
MB4-3 
PO Box 196612 
Anchorage, AK 99519 

Re: Approval of Pre-Filing Request 

Dear Mr. Fackrell: 

In Reply Refer To: 
OEPIDG2E/Gas I 
Denali - Alaska Gas Pipeline LLC 
Docket No. PFOS-26-000 

Thank you for your letter, filed June 16, 200S, requesting use of the Federal 
Energy Regulatory Commission's (FERC or Commission) pre-filing review process for 
Denali - Alaska Gas Pipeline LLC's (Denali) planned Denali Project. We encourage 
natural gas pipeline companies to use this voluntary process because we believe that 
beginning the Commission's review of most proposals prior to the receipt of the 
application will greatly improve our ability to identify issues early and address them in 
our environmental review document. Because an Alaska natural gas transportation 
project will likely require multiple field seasons to develop an application, use of the pre­
filing process will ensure completion of the environmental impact statement (EIS) within 
the legislated timeframe. Therefore, I am granting Denali's request and instructing staff 
to begin working on your proposal. 

Denali plans to construct an Alaska natural gas transportation system, as defined 
by Section 103 of the Alaska Natural Gas Pipeline Act, which would consist of a 4S- to 
52-inch-diameter pipeline system between the Alaska North Slope and Alberta, Canada, 
capable of transporting about 4.0 billion cubic feet per day of natural gas. Denali also 
plans to construct a new gas treatment plant on the Alaska North Slope. 

Your letter states your intention to file an application in August 20 II. The 
complexity of this project calls for initiating the Commission's pre-filing process as early 
in the development of the application as possible. Commission staff and stakeholder 
involvement early in the process should help to identify issues and study needs that would 
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otherwise potentially delay submittal of the application. Therefore, I am waiving the 
filing requirements and timelines stipulated in section 157.21(d) and (f).lL During the pre­
filing process, we will work with Denali and all stakeholders to resolve issues as they 
arise, ensure the collection of necessary information, and develop the appropriate 
timeframes for the submittal of that information and the application. 

When Denali files its application with the Commission, we will evaluate the 
progress made during the pre-filing process, based in part on our success in resolving the 
issues raised during scoping. Once we determine that your application is complete we 
will establish a schedule for issuance of the EIS, consistent with Section 104 of the 
Alaska Natural Gas Pipeline Act, and for the issuance of all other federal authorizations. 

Denali has committed to fund a third-party contractor to assist the Commission in 
the development of the ElS. Our staff will notify Denali when it requires the assistance 
of a contractor. At that time, we will select a third-party contractor to work under the 
direct supervision and control of the Commission staff. If you have any questions, please 
contact Michael Boyle at (202) 502-8839. 

cc: Public File, Docket No. PF08-26-000 

Sincerely, 

J. Mark Robinson 
Director 
Office of Energy Projects 

Under section 375.308 (z) of the Commission's regulations, the Director of the Office of Energy Projects 
can make modifications to and grant waivers of the pre~filing procedures on a case·specific basis. 
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JUNEAU -- State transportation officials say they will get an outside cost analysis for a prospective 
road project along Lynn Canal. 

Transportation Commissioner Leo von Scheben says the Federal Highway Administration's Western 
Federal Lands Division will conduct the study. 

The review will cost about $300,000. 

State estimates peg the project at about $350 million. With $24 million already spent on the 
project, the costs could be $374 million. 

Gov. Sarah Palin has not signed off on the project yet because she wants legal issues surrounding 
it resolved first. 

Print Page Close Window 
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Prison costs raise concern 
MAT-SU FACILITY: Lawmakers take new look at privatizing amid budget crunch. 

By SEAN COCKERHAM 
scockerham@adn.com 

(03/15/0904:59:31) 

JUNEAU -- Legislators are cringing at the cost of the planned new jumbo state prison in the 
Matanuska-Susita Borough and want to look at turning it into a private prison, That's a topic that in 
the past proved to be one of the most contentious in Alaska politics. 

State representatives are also reluctant to pony up an additional $20 million the Palin 
administration has requested for the $240 million project. Enthusiasm for the project isn't what it 
used to be before oil prices plummeted, dragging state revenues down with them. 

Fairbanks Republican Rep. Mike Kelly took over the corrections budget in the state House this year 
and said that -- if he could -- he would slow the project down. But the bonds for construction have 
already been sold. That's left lawmakers with few options. 

One is to privatize operations of the prison when it opens. So Kelly put language in the budget that 
passed the House on Friday asking the corrections department to investigate doing just that. 

"The intent says, hey, take a look at what we might save in this (expensive) hill to climb and see if 
we have a private operator -- if that would make sense," Kelly said. 

Private prisons have been hugely controversial in Alaska. 

"They've figured prominently into a lot of the problems we've had," said Eagle River Republican 
Rep. Bill Stoltze, an influential supporter of keeping the project in state hands. 

The ongoing federal corruption investigation, which has resulted in indictments or guilty pleas from 
12 lawmakers, lobbyists and others, began with inquiry into a push to build a private prison in the 
state. Bill Weimar, once king of Alaska's private halfway houses, pleaded guilty to corruption 
charges last year after funneling $20,000 in 2004 to help a state legislative candidate, knowing 
that if elected the candidate would support his interest in building a private prison. 

NUMBER OF PRISONERS DOWN 

Political battles over private prisons in Alaska kept the state's jail-building efforts on hold for a 
decade. In the meantime, the lack of space in Alaska's correctional system has the state sending 
hundreds of Alaska prisoners to a private prison in Arizona. 

Using both raw political muscle and arguments about saving money and bringing Native prisoners 
home, backers of the private prisons won legislative support for successive plans aimed at facilities 
in Anchorage, Delta Junction, Kenai and Whittier. Among the members of the consortium that 
pushed for private prisons was Veco, the now-defunct construction firm that is at the heart of 
Alaska's political corruption scandal. But each private plan eventually died," the face of local 
opposition, resistance from prison guard unions and skepticism from governors of both parties. 

3053 http://www.adn.comlnews/alaskalv-printerlstoryJ723646.html 311612009 
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The prison fight appeared to be over after Senate President Lyda Green, who is now retired, 
pushed through the new state prison to be built in her home area of the Mat-Su. The planned 
Goose Creek Correctional Center, about nine miles north of Point Mackenzie, will be the largest 
prison in Alaska at 1,536 beds. The Mat-Su Borough sold the $240 million in construction bonds for 
it earlier this year. 

The state is to lease the prison for 25 years, covering the borough's bond payments. 

Fairbanks Rep. Kelly said the number of Alaska prisoners is down, at least for the moment, and it 
would have been a lot cheaper for the state to leave the prisoners in Arizona. But that's not going 
to happen, with the Mat-Su construction going ahead. 

r--

The top budget writer in the state House, Rep. Mike Hawker, also supports a privatization study. 

"It's something that always has to be considered as we look at declining state revenues and an 
inability to meet our spending levels," the Anchorage Republican said. 

L.. 

REPORT DUE BACK IN 2010 

The Mat-Su prison is estimated to have over 350 staff jobs after it opens in 2012. Hawker said 
that's going to be a problem unless state government figures out a way to deal with its gap 
between expenses and income as oil production steadily declines. 

[

"Adding and keeping those employees on the state is not something we're going to be able to 
sustain into the very near term future here," Hawker said. "Whether it's operated on a (private) 
contract basis or operated on a state-owned basis, we frankly don't have the money to do either 
one in the future for very long." 

Corrections officials are asked to report back with their findings on privatization by next spring. 

State corrections officials have never been big fans of privatizing their work. Deputy Corrections 
Commissioner Dwayne Peeples said officials haven't come up with a position on the potential of 
privatizing the Mat-Su prison. But he said any savings would "probably be fairly marginal." Costs of 
the construction bonds, the utilities and food would all be basically the same whether it is a private 
or public prison, he said. 

"The only cost difference you would really have would be in staff operating. And that's really hard 
to come up with what the private sector could do versus the state," he said. 

He said the only way to get good cost numbers would be to put the contract out to bid and then sit 
down and negotiate. "Because everybody off the cuff will spin you theories and cost estimates and 
everything else that are probably meaningless until you sit down and say 'hey you've got to sign 
the contract and actually do it," he said. 

e-
Peeples said has hasn't figured out exactly how he's going to do the privatization study other than 
"do some literature research and say, this is what the literature says." 

Rep. Kelly said he knows it's difficult but plans to work with Peeples to figure out how to get 
meaningful information. He said the cost to the state of paying the bonds and running the Mat-Su 
prison is going to combine for around $30 million a year. 

"-

Kelly also put language in the budget limiting the state spending on the project. Peeples said that 
looks to impede the Palin administration from getting up to $20 million it has requested to deal 
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with higher interest rates in the project. That's not going to stop construction, he said, but could 
pose a problem depending on cost overruns. 

The governor could still get the additional $20 million through the separate state House 
construction budget, which is being crafted by Rep Stoltze of Chugiak -- a prison supporter. The 
state Senate also has not had its crack at the budget yet this year. 

Sean Cockerham is covering the legislative session from Juneau. Read more on our Alaska Politics 
blog at adn.com/alaskapolitics. 
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eLihrary - Oocket Sheet 

" 
Federal Energy Regulatory Commission 

Docket Sheet 
Docket PF08·26 (ALL Subdockets) 

Applicant(s)/Docket: Denali - The Alaska Gas Pipeline LLC 

Sub Docket: 000 

Docket Description: requesl for approval to use the pre-filing procedures pursuant to 18 CFR 
157.21(bO and consistent with 157.21(d) and (f) as otherwise specified by FERC. rm 

Issued By: SECRETARY OF THE COMMISSION, FERC 

Filed Date: 11412008 

Accession No: 20080104-3033 

Description: Notice of technical conference ant;! requesl for a statem®t of interest re an 
8!as.~tU[llJ Gas Tran:>Q.Qfla1i.QILP1QjeJ;.t..urulru:1\D08-3 et al 

Source: eLibrary 

Federal Register 73 FR 2244 Date: 1/1412008 
Citation: 

Issued By: ENERGY PROJECTS, OFFICE OF 

Filed Date: 1/29/2008 

Accession No: 20080129-4004 

Description: AgendaanQ sigO-in.she.et(seJl.fll,!; IJ§.t)j[QJ1) 111e 112gI06te~.hDiC"'LQ.o!11ereoce 
[l!9arding AlasKa Natural Gas TransP9.r1ati.on Project under AD08-3 et al. 

Source: eLibrary 

Issued By: ENERGY PROJECTS, OFFICE OF 

Filed Date: 2/25/2008 

Accession No: 20080225-4018 

Description: Leiter responding to SJilte_of Alasl<.a~"-Ques1i.onss.oncerDing£EBC..'.§j)rocess for 
eval.uating a proposaiJoran.Alaska Natural Gas Transportation Project.under 
AD08-3.elJl1 

Source: eLibrary 

Filed By: DENALI - THE ALASKA GAS PIPELINE LLC 

Filed Date: 6/1612008 

Accession No: 20080617 -0080 

http:// el i brary. ferc. gOY Ii drnw sl docket_sheet. asp 
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eLibrary - Docket Sheet 

Description: Denali - The AI<l§ka_G.a~LC_l~uest~--<lpQ[Ql!'al to use the pre-filing 
PJocedur~H,,'-.!b~iLiniti,,1 consultation on the Denali Project under PF08-26, 

Source: eLibrary 

Issued By: ENERGY PROJECTS, OFFICE OF 

Flied Date: 6/25/2008 

Accession No: 20080625-3024 

Description: Letter order granting Denali - Alaska Gas Pipeline LL,C's, request. foc.use.oUh,e 
pre-filing review process ar]Qjnstruc1ing staff to bElgio..,'¥9Lkin9_onJlteir proposal 
under PFQ.a-2Q~ 

Source: eLibrary 

Issued By: ENERGY PROJECTS, OFFICE OF 

Filed Date: 7/25/2008 

Accession No: 20080725-3072 

Description: l.,eJ!~JjDJorming .. O.e.ngJi ::Ib.e.Alps_ka_G~l$.Eip.eJi[le I.,l,.C:_sJQ.fil.e .a. .. G_QHJPJe_te 
response within 1 0 days re Data ~llil.st. Regarding Re_sQurce Data-Gilll 
~1J?jy§is under PF08-26. 

Source: eLibrary 

Filed By: Denali - The Alaska Gas Pipeline, LLC 

Filed Date: 8/5/2008 

Accession No: 20080805-5015 

Description: SuppLemental Information Re.quest! ResponSe of Denali "The)llaska Gas 
E'iQ.elinEl~LLC under PF08-2(l, 

Source: eLibrary 

Issued By: ENERGY PROJECTS, OFFICE OF 

Filed Date: 8/19/2008 

Accession No: 20080819-3034 

Description: hetteLt9_DJlLLslke NativeJ;.QIR9IaJ[O[Laodli'>Lof recjpjeo.lS re the Pre-filing 
process for_Den<lU,lhe_AI.askaG<!sJ'iQ!JlineLI-C's pla[J[legD_enali F'ipeline 
ProjectuBlteLPF08-213~ 

Source: eLibrary 

http:// elibrary. ferc, gov lidmwsl docket_sheet. asp 
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eLibrary - Docket Sheet 

Issued By: ENERGY PROJECTS, OFFICE OF 

Filed Date: 8/19/2008 

Accession No: 20080819-4005 

Description: Letter to the Native Village ofTetiiD IRA establishing con!'!!Gllo_~D_oRer] 
dialo9lJ.,tfaJtLe rev[ew of the Dena)i Pi~ Proje.c1J!i}Qer PF_08-26, 

Source: eLibrary 

Issued By: ENERGY PROJECTS, OFFICE OF 

Filed Date: 8/19/2008 

Accession No: 20080819-4006 

Description: Letter to the Native Village of Tan<jcross IRA establishing contact to begin QP~ll 
dialogue re the review of the Denali Pipeline Pro~ct under PF08-26. 

Source: eLibrary 

Issued By: ENERGY PROJECTS, OFFICE OF 

Filed Date: 8/19/2008 

Accession No: 20080819-4007 

Descrl ption: LetJaL lo.the Ta nanaChiets..C9nteJenCe_llsl<,bii§Ding .. c.9nta.ct. to. b!3ginopen 
rualo.QYl.! re the review of the Denali Pipeline PrQjltgt under PF08_-26~ 

Source: eLibrary 

Issued By: ENERGY PROJECTS, OFFICE OF 

Filed Date: 8/19/2008 

Accession No: 20080819-4008 

Description: Letter to the N~ljve Vill!!ge.QLStey,.;ms IRA establis.hing_contact to b~n_(>Pen 
di,alogue re tb", r.e,vi.ew of IheDenaiiPiR",line projectunder pFOS-26. 

Source: eLibrary 

Issued By: ENERGY PROJECTS. OFFICE OF 

Filed Date: 8/19/2008 

Accession No: 20080819-4009 

http://elibrary.ferc.govlidmws/docket_sheet.asp 
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Denali - The-1\laska Gas Pip!ill!l<2. LLC's planned D.<2!lilli Pipeline ~rQjec\JLnder 
PF08-26. 

Source: eLibrary 

Issued By: ENERGY PROJECTS, OFFICE OF 

Filed Date: 8/19/2008 

Accession No: 20080819-4010 

Description: Letter to Ugashik Native Corporation discussing FE.RC's Pre-filing process an.d 
revieW.QfJ2<2!!ali_,.rbJLAlasj@J>as.Eip.~!N.._LlC'~R@!!lle.I;tPellalLE'ipeJine 
Project under F:F08-26. 

Source: eLibrary 

Issued By: ENERGY PROJECTS, OFFICE OF 

Flied Date: 8/19/2008 

Accession No: 20080819-4011 

Description: Letter.to. Y.a_k-TJltK w'laoLtHcQ[Rorated. d ioCussingft:: Re's. pre-filing PLoceSs_,mg 
review of Denali - The AlaSka Gas Pip.wne, LLG§. pJannJill..Q\tllali Pipejine 
ProjectJLIL<illr PF08-26 

Source: eLibrary 

Flied Date: 8/19/2008 

Accession No: 20080819-4012 

Description: Letter t9_ C<lntvveUYed.il.tene,Na ewporatioo<;fiscussingfERC.'s Pf!l,(iting 
proc.e.§.s and review of Denali - The AlasK<!j,;as PiReline.JJ..Q's planflf;ld Denali 
EiRelineJ~[9ject under PF08-26 

Source: eLibrary 

Issued By: ENERGY PROJECTS, OFFICE OF 

Filed Date: 8/19/2008 

Accession No: 20080819-4020 

Description: L!l!ter t9 _ VU@ge ... 918.s<U)",yiLgnpJi§LofrecjpJents.discusslDg F ERC:~PIe,ftiill9 
process and review of The Alaska Gas Pipeline, LLC's Denali Pipeline Proje!;l 
lJf!9..er PFOJl:2.Q. 

Source: eLibrary 

http://elibrary.ferc.govlidmws/docket_sheetasp 
3059 

Page 4 of5 

311812009 



eLibrary . Docket Sheet 

Filed By: 

Filed Date: 

Accession No: 

Description: 

Source: 

Issued By: 

Filed Date: 

Accession No: 

Description: 

Source: 

Filed By: 

Filed Date: 

Accession No: 

Description: 

Source: 

OFFICE OF THE FEDERAL COORDINATOR 

11/19/20.0.8 

20.0.81119-40.15 

Alaska Natural Gas TranSPortation PLojects, Qlfic~Lthe Federal Coordinator 
§.uQmits their reguest for Or.ru!JmRlementaJlQILPlans u!lg~_~ 

eLibrary 

ENERGY PROJECTS, OFFICE OF 

12/17/20.0.8 

20.0.81217-40.0.3 

Response to Office.of the Federal Coordinator's 11119/0_B.HlgV.ll.illQLagency 
drafUmplementation plans under PFo.8-26, 

eLibrary 

Denali - The Alaska Gas Pipeline, LLC 

12122/20.0.8 

20.0.81222-50.0.7 

DeIH31i • The.Ala.ska .. Ga .• F'ipeline,LLC submits. its Den"l.i Field StudY plan.under 
PFQ8:2!l., 

eLibrary 

http://elibrary,fcrc,gov/idmws/docket_sheet.asp 
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• Has anything happened since the AGIA 
decisions to justify revisiting them? 
- Commissioner~' Findings and Conclusions 
- Passage of AGIA Itself 
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• How have things changed since the 
legislature approved the AGIA license? 
- Global economic downturn 

• 

- Continued development of new 
unconventional (shale) gas supplies 

- Continued development of LNG import 
capacity 

- Increased likelihood of carbon regulation 
- Decrease in project cost indexes 

• 
3 
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Before AGIA 
No active major gasline projects 

After AGIA 
Two active major gasline projects 
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• Has anything happened since the AGIA 
decisions to justify revisiting them? 

• 

- Commissioners' Findings and 
Conclusions 

- Passage of AGIA Itself 

• 
5 
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• Does Issuing the AGIA License Sufficiently 
Maximize Benefits to Alaskans 

• 

- Net Present Value of anticipated cash flows to 
the state from the Project 

- Project's Likelihood of Success 

• • 

I 
I 
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• Net Present Value (NPV) 
- Natural Gas Price Expectations (2018 - 2043) 

• Supply vs Demand 

- Pipeline Transpertation Costs (Tariff) 

- Project Schedule. 

• Likelihood of Success 
- Project Economics 

- Technical Development Plan 

- Financing Plan 

• • • 
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I Changes in Context 
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• How have things changed since the legislature 
approved the AGIA license? 
- Global economic downturn (Demand down in short 

term, financial markets tightened in short term) 

- Continued development of ne'w unconventional 
(shale) gas supplies (supplies up?) 

- Continued development of LNG import capacity 
(supplies up?) 

- Increased likelihood of carbon regulation (demand up) 

- Decrease in project cost indexes (tariff down) 

• • • 
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• Additional shale and LNG supplies were 
. factored into price assumptions. 
• Alaska natural gas competes with both 

shale and LNG very well. 
• Short term demand slow-down and 

tightened financial markets are currently 
not viewed as long term effects. 

• Overall effect of changes is just as likely to 
be positive as negative. 

10 
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i Findings - Developme'nf of New 
I 
I'. , '- ." 

: Unconventional' Gas 'Resources 
: '. llrU'i ·'1' '<t (JY 'If!!!! : " . ',' """'1'" . c,,,, . 
: " "" ,', ,_ ~_ ,_ ",~" ',' , _, ,"" .. _" ' .... :,~o,':',·· ,r~.. ~ \:.;; 

... ..:i":;:;ldi~,r4Iti:<l!Jgb;;:ali'j_.~l1jJIg;t_tiljM4 ;, l:s.p!,"*~~~.\~~'_-~.;;....,~.;...:,,:,m,".!."::o..""~"'Ai. · .... "-'f-"""i.';·,~..I"~"" ... ~~ • ..:.-·,#A4,·:.~~~,The Alaska Gasllne Inducement-Act~w 

• 

"US gas production ... is expected to grow in the near 
term at between 3 and 4 Bcfd from 2007 through 2011. 
This near-term growth and subsequent production gains 
stem from follow-on, unconventional plays in the Arkoma 
basin (gas shale) and in the Rockies and ArkLaTex 
basins (tight gas)." 

. 
- Findings and Determination; Appendix N - Briefing paper on Wood 
Mackenzie Long Term Outlook (pg. 1) 

• • 
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"Black & Veatch expects near-term 
production growth in the Rockies and 
shale plays to offset declines in the Gulf 
Coast and other Lower 48 production 
basins." 

- AGIA Findings and Determination; Appendix G1 - AGIA NPV 
Report (pg. 88) 
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Additional technological innovation was assumed as part 
of the AGIA analysis 

"Black & Veatch identified the following fundamental 
market factors and assumed an uncertainty range for 
each factor: F&D cost at WCSB, F&D cost at Rockies 
and GOM, LNG import volumes, power generation 
demand and industrial demand in the U.S. and Canada 
and technical innovation. The uncertainty range of 
each factor is generated from a log-normal distribution." 

Source: AGIA Findings and Determination; Appendix G1 - AGIA NPV Report • • • 
13 
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Figure 4-28: Impact of Fundamental Drivers on AECO Price 2022 (Nominal $) 

Tech Improvement & Cost 
Eocalatlon 

Power Generation 

WCSB F&D Costs 

LNG 

Industrial Oemond 

GOM and Rockies F&O 

.$4,00 ·S3,OD .$2,00 ·$1,0·0 SO,DD $1.00 S2,OD 53.00 

Price Delta ($) 
IZI P1 0 -------·------.-P90---- ., 

54,00 

Illustrates the P1 0 and P90 price impact of technological improvement and cost escalation, along with 
the comparable probabilistic outcomes resulting from new power generation, F&D costs, LNG imports, 
and changing industrial demand 

Source: AGIA Findings and Determination; Appendix G1 - AGIA NPV Report 
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• Extensive analysis on global LNG markets 
was presented in the Findings document. 
- Findings and Determination, Chapter 4 
- Appendix I 

- Appendix R2 

- Appendix R3 

• Also, the North American price 
assumptions included the expectation of 
significant growth in LNG imports 

• • • 
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"Wood Mackenzie assumes twelve new LNG receiving 
facilities with aggregate capacity of12 billion cubic feet 
per day (Bcfd) for North American imports will be in 
service between 2008 and 2017. LNG imports are 
assumed to grow at a strong average annual rate of 
13%, rising from 2.1 Bcfd in 2008 to 17.0 Bcfd or about 
23% of total US Demand in 2025. By 2017, the four 
existing receiving facilities currently serving North 
American LNG imports will account for only about 35% 
of total imported LNG." " 

- Findings and Determination; Appendix N - Briefing paper on 
Wood Mackenzie Long Term Outlook (pg. 2) 
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• 

LNG import volumes have experienced 
little net change since the legislature 
approved the AGIA license 

Total US LNG Import Volumes 
July 2008:31,019 mmcf 
December 2008: 30,708 mmcf 

• 
17 
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• Additional shale and LNG supplies were factored into 
price assumptions. 

• Alaska natural gas competes with 
both shale and LNG very well. 

• Short term demand slow-down and tightened financial 
markets are currently not viewed as long term effects. 

• Overall effect of changes is just as likely to be positive as 
negative. 
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• Because Alaska Gas will likely have a lower cost 
basis when it gets to the North American market, 
it can be profitable- at a lower price and 

• 

displaces shale gas rather than the other way 
around. 

• • 
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• Additional shale and LNG supplies were factored into 
price assumptions. 

• Alaska natural gas competes with both shale and LNG 
very well. 

• Short term demand slow-down and 
tightened financial markets are currently 
not viewed as long term effects. 

• Overall effect of changes is just as likely to 
be positive as negative. 

20 
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Jim Mulva, Chairman and CEO ConocoPhillips, 

March 13, 2009 - Petro/eumworld.com 

• 

"Costs are coming down pretty dramatically, .. (Mulva) said. "When we say defer, we're not talking 
years, we're talking months, quarters, maybe up to a year . .. 

Speaking about the Denali Alaska gas pipeline project, proposed last June by ConocoPhillips and 
BP, Mulva said President Barack Obama has identified the 4 Bcfld project as a means of reducing 
US dependence on foreign oil. 

The pipeline would bring North Slope gas down to a pipeline in Alberta for transport to the Lower 
48 states. "We know it's going to get far more federal attention, " he said. "Obviously, Alaska would 
like to see it go. " 

Mulva repeated the partners plan a 2010 open season for gas deliveries; first gas deliveries are 
eyed for 2019, 

While current gas prices have led ConocoPhillips to cut back on its Canadian operations, Mulva 
discounted the low prices as a roadblock to the pipeline project's development. 

"You can't look at gas prices today," he said. You have to look at prices 10 years from now," 

• • 
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• Has anything happened since the AGIA 
decisions to justify revisiting them? 
- Commissioners' Findings and Conclusions (NO) 

- Passage of AG IA Itself 

• • 
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• Does AGIA Restrict the State's Ability to 
Meet In-State Gas Needs? 

• Are the Underlying Purposes of AGIA still 
valid? 

• • • 
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• Does AGIA Restrict the State's Ability 
to Meet In-State Gas Needs? 

• Are the Underlying Purposes of AGIA still valid? 
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• 

Nothing in AGIA prevents or restricts the 
legislature from providing preferential 
royalty or tax treatment, or from granting 
state money, for the purpose of facilitating 
the construction of a gasline that will serve 
in-state needs (Maximum expected to be 
needed is 250MMcf/d). 

• • 
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• An in-state needs bullet line would not 
trigger the treble damages clause, even if 
it carried North Slope gas. 

• 500 MMcf/day far exceeds any reasonable 
projections for total natural gas 
consumption in state during the 
foreseeable future. 
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• Does AGIA Restrict the State's Aqility to Meet In-State 
Gas Needs? (NO) 

• Are the Underlying Purposes of AGIA 
still valid? 

• • • 
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• Move the Project Forward with an 
Enforceable Timeline 

• Obtain a Lower Tariff 
• Obtain Open Access Provisions 

- Predictable Low-cost expansion for Explorers 

• Provide Leverage for the State 
- Maximize Chance of Getting a Pipeline 

- Minimize Need to Provide Excessive 
Concessions 
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• Has anything happened since the AGIA 
decisions to justify revisiting them? 

• 

- Commissioners' Findings and Conclusions 
(NO) 

- Passage of AGIA Itself (NO) 
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.. Impa~t of Carbon Regulatlono'n 
I .. , -Natural Gas Demand . . . 
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In a Carbon Managed Growth ease, demand is 14 Befld more than the 
B& V AGIA Base Case 

• Policies and legislations designed to curb Green House Gas could reduce dispatch and construction 
of coal-fired generation facilities in favor of natural gas fired facilities, resulting in demand increase 
from the power sector in the US 

• All resources, including renewables, nuclear and IGCC with CCS and gas fired combined cycles are 
all needed to meet electric demand growth. Gas demand from the power sector will grow from 19 
Bcfld in 2008 to 29 Bcfld by 2030, with a CAGR of 2% 

• Total demand in US lower 48 states is 12.1 Bcfld higher than BV's AGIA Base Case by 2042. 
Canada demand is 2.3 Bcfld higher in the Carbon Managed Growth case 

120 120,--------------------, 

I B&V AGIA Base Case I I Carbon Managed Growth 
100 I 100tl--------------------------------------------~ 

80 I 801------, ...... ~~~------ ... ii60 'li60 CD __ ~_ _ _ _ _ _ _ _ _ _ CD 
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201 _______ -__________________ 1 20 

o 1--,-,-,-,---------,----1 0 
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,. Canadian Demand • Residential & Commercial E) Industrial m Power Gelleration! I_ C~l]f'-c;l!~f'!. Demand _ ResittEt.ntial & Commercial I:;;J Industrial - [!J Power Generation 

• Source: Black ~atch Analysis • 
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AdldlO~OOU1lal~ LNG omlP0llits alU1ldl mOll'e !l1IU1lcoU1lveU1l~OOU1lal~ IPll'odl!l1lc~ooU1ls ifll'om ~Ihle lLD~ 
~owell' ~8 wm mee~ d1emalU1ldl g)ll'ow~1hl 

Additional LNG imports will be needed to meet the demand growth; 6.4 Bcfld by 2042 in the Carbon 
Managed Growth scenario . 

US Production will average 58.3 Bcfld from 2022-2042 in the Carbon Managed Growth case, which will be 
7.8 Bcfld higher than the B&V AGIA Base Case. Recent developments in shale discoveries in Haynesville 
and Marcellus indicate greater production potentials from these unconventional resources. The production. 
growth can be considered as a proxy. 

Canadian production continues to decline in both cases. In the Carbon Managed Growth case, Canadian 
production is 3.7 Bcfld higher than in the B&V AGIA Base Case, which may approximately reflect the 
growth potential in the Canadian shales 

120 'I ---"'-----'---------'---------, 120,----------------------------------------------------------, 

B&V AGIA Base Case Carbon Managed Growth 
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• The Carbon Managed Price Comparison at AECO - B&V AGIA Baae Case and Carbon Managed Growth Scenario 

Growth case has $14,00 

sufficient supplies from -B&V AGIA Base Case 
-Carbon Managed Growth Scenario 

North America to meet $12,00 

the high demand from 
$10,00 

both unconventional 
production and slightly ~ $8,00 

higher additional LNG lE 

! 
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.., 
g $6,00 
N 

• North American gas 
price is projected to 

$4,00 

have a higher price $2,00 

path than in the AGIA 
base case $0,00 
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• Source: Black ~atch Analysis • 
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Key Points 

=- The Energy World has changed. Technology has 
unlocked unconventional gas resources. 

=- Natural gas should no longer be viewed as unavailable, 
unreliable or too expensive. 

=- Due to unconventional gas production, the US has 
become supply long, prices are falling and consumers 
will benefit. 

=- Burgeoning supplies are overwhelming the nation's 
pipeline capacity, driving prices even lower. 

=- The production growth creates an historic opportunity 
to use gas to quickly and significantly reduce our GHGs 
and reduce our consumption of oil and other high 
emission fuels. 

~BENTEK ____________________________________________________________________ __ 

EnelQy.IL: 
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Presentation Outline 

) us Supply Explodes: What happened in 2008 

) Why It Happened: Impact of technology innovation 

) What are the Impacts? 

) Recent Activity 

) Conclusions and Implications 

~BENTEK ______________________________________________________________________ ___ 

Energy,,,, 
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Growth Was Greatest In The Non­
Conventional Supply Regions 
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Producers Have Invested Nearly 
$1 Trillion On Exploration Since 03 
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,TransCanada's Alaska Pipeline Project, 

• 

Alaska L.egislature 
House Energy Committee 
March 1,9, 2009 
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• Keystone Oil Pipeline 

• Expanded system to 1.1 
MMBbl/d, 83 per cent 
contracted 

• ANR Regulated Natural Gas Storage 

• Increased capacity to 250 Bcf 

• Alberta System 

• Nee under construction 

• Federal jurisdiction approved 

• Rockies Basin Initiatives 

• Proceeding with. Bison project 

• Alaska Pipeline Project 

• AGIA license received 

• Northeast Be Shale Gas 

• Proceeding with Groundbirch 

• Proceedinq with HOrn River 

((~' TransCanada 
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. 6~ 1ransCimada ''''' ,,~,.~ . 
. 't' One'Projoc ' Alaska Pipe . 

. o.'l.\IOune 
___ t AIUb ..... Plpeon.. 

-- TnnsC aodlOf'J 
. I ••• A....-c. . 

• ~ _ LNG AltematJve 

'~. ·~ __ -Sparkl., 

• 

TransCanada's 
Alaska Pipeline 

Project 

((~. TransCanada . 
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Elements 6f a Successful Project 

• Attractive project economics 

• Natural gas prices are volatile and difficult to forecast 

• Conventional Lower 48 and WCSB, LNG, shale and 

·coalbed methane all competing for market share 

• Project supporters must focus on factors that affect 

tolls 
• Commercial terms 
• Commercial and regulatory risk management 
• Schedule 
• Cost control 

• Current toll estimate of US$2.76/MMBtu (nominal) in 
2018 to Alberta Hub 

• Important to keep tolls under $3/MMBtu (incl. fuel) 

4 March 19, 2009 ((~' TransCanada 
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Elements Of a Successfu I Project 
, 
I 

• Government and community 
support 
• , U.S. / Canada 

• Commercial contracts with 
Shippers 
• Discussions with potential 

shippers for deliveries: 
• within Alaska, 

• to Asia/Lower 48 via Valdez, & 
• to Lower 48 via Alberta Hub 

5 March 19, 2009 
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• Project Execution 
• Proven project deyeloper 

• TransCanada has 50 year 
successful track record as 
developer of long-distance 
multi-jurisdictional pipeline 
projects' 

C( ~ TransCanada 

• 
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Review of IProject Economics 
i 

• Access to capital markets 

• Pipe prices 

• Crude oil price forecasts 

• Natural gas price forecasts 

• Impact on project economics 

6 March 19, 2009 

• 
(( ~ TransCanada 
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TransCanada's Access to Capital Markets 

• Raised C$5.5 billion in capital since November 2008 

• Raised C$1.157 billion in common equity through a public offering 
, 

• Issued US$1.25 billion 30-year Senior Unsecured Notes at 7.625 

per cent 

• Issued US$750 million 10-year Senior Unsecured Notes at 7.125 
per cent 

• Secured a US$1.0 billion bank facility dedicated to funding the 

Keystone Pipeline system 

• Issued C$400 million 30-year Medium Term Notes at 8.05 per 

cent 

• Issued C$300 million 5-year Medium Term Notes at 5.05 per cent 

• Alaska Pipeline Project will have access to US$18 billion 
Federal Loan Guarantee 

· Commence financing at decision to proceed (2014/15) 

7 March 19, 2009 
~~ Tran,sCanada 
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Pipe Prices 
I 

c 
~ 
...... 

* U) 
;:) 

I Q3/07 

AGIA 
Application 

Mid/OS . Q3/0S 

AGIA 
Approval 

Ql/09 

Ql 2009 pipe prices at same level as TransCanada's AGIA Application 
. - I 

8 March 19, 2009 «~. TransCanada 
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Recent Crude Oil (WTI) Price Forecasts - Janj09 

160 

140 
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Nominal US$/bbl 

~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 
~.~ ~.~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 

- Consultant 1 - Consultant 2 - Consultant 3 
- Consultant 4 -. History 

9 March 19, 2009 
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Recent AI~erta Hub Gas Price Forecasts 
, , 

Nominal U5$/MMBtu 
12 .-------------------------------------------~ 

10 I =---~ ~.4' I 

8 • £""'---...,. .. ,,"'-;;; .. '''-----------1 n //7 7''''' 

6 I I ), J .... , r , 
y .. > IV :; 

41 A.{ \'F" .1 

2 1 I , 

o 
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 
~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ 

-Consultant 1 (Dec/OS) ~. ·oConsultant 2 (Jan/09) -Consultant 3 (Feb/09) 

-Consultant 4 (Jan/09) -Consultant 5 (Mar/09) -History 

Alaska Pipeline economics remain attractive based on recent forecasts (2018 and beyond) 

10 March 19, 2009 
.~ ~ TransCanada 
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U.S. EIA A:lberta Hub Gas Price Forecasts 
I 

14 ~ominal US$/MMBtu 

12 ~,r 
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- Consultants 1-5 - History - U.S. EIA (Dec/OS) - U.S. EIA (Dec/06) AGIA Application 

Current EIA Forecast approx. $2/MMBtu higher than projections used in TC's AGIA Application 

11 March 19, 2009 
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Impact on l Project Economics 

AGIA Application March 2009 

25-Yr 25-Yr 
2018 Annual 2018 Annual 
1st Yr ,Avg 1st Yr Avg 

U.S. EIA Gas Price Forecast ($/MMBtu) $6.53 $9.92 $8.37 $12.43 

Pipeline + GTP Tolls 1 ($/MMBtu) $2.76 $3.03 $2.76 $3.03 

Netback (pre-tax) ($/MMBtu) $3.77 $6.89 $5.61 . $9.40 

Producer/Govts Total Revenue 2 ($Billions) $350 $475 

Current u.s. EIA forecast results in extra $125 B to producers/governments 

1 Includes fuel 
2 Direct revenue only - no indirect impacts from additional E&P activity and spin-offs 

~~ 12 March 19, 2009 .. 
TransCanada 
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Summary I 

I 

• AGIA Bill approved and License issued 

• TransCanada aggressively advancing the project 

• Engineering / Cost Estimation, Environmental, Administrative 

• Commercial, Regulatory and First Nations 

• Project activities and schedule unaffected by recent turbulence in financial 

markets 

• TransCanada has solid access to capital markets 

• Current gas price forecasts result in an increase of $125 Billion revenue to 

producers/governments as compared to projections in TransCanada's AGIA 

Application 

• Major projects like the Alaska Pipeline Project succeed or fail based on long­

term project economics (i.e. 25-50 years commencing in 2018), not short-term 

swings in natural gas prices 

• TransCanada will continue to focus on costs, schedule and attracting customers 

13 March 19, 2009 
((~. TransCanada 
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How Horizontal Drilling & Fracturing 
Technologies Are Changing Natural 

Gas Markets 

Presented to: 
The Energy Council's 

2009 Federal Energy & Environmental Matters Conference 

March 7, 2009 

:S-BENTEK 
t:nergYLLC 

32045 Castle Court, Suite 200 
Evergreen, Colorado 80439 

(888) 257- 4398 
www.bentekenergy.com 
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Key Points 

) The Energy World has changed. Technology has 
unlocked unconventional gas resources. 

) Natural gas should no longer be viewed as unavailable, 
unreliable or too expensive. 

) Due to unconventional gas production, the US has 
become supply long, prices are falling and consumers 
will benefit. 

~ Burgeoning supplies are overwhelming the nation's 
pipeline capacity, driving prices even lower. 

~ The production growth creates an historic opportunity 
to use gas to quickly and significantly reduce our GHGs 
and reduce our consumption of oil and other high 
emission fuels. 

~BENTEK ______________________________________________________________ __ 
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PresentatiDn Outline 

) us Supply Explodes: What happened in 2008 

i 

) Why It Happened: Impact of technology innovation 

) What are the Impacts? 

) Recent Activity 

) Conclusions and Implications 
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PrDductiDn Grew In 
2008 By 4 Bcfd 
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GrDwth Was Greatest In The Non­
Conventional Supply RegiDns 

• 

S.mJuan 
Paradox 

• 
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Producers Have Invested Nearly 
$1 TrilliDn On Exploration Since 03 
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