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announcements of new or expanded distillate fuel refining capacity have been
announced inthe last six months.

« The Renewable Fuel Standard and the higher fuel economy standards in the
Energy Independence and Security Actof2007 (FISAG7) will reduce crude oil

and gasoline use.

+ Although the U.S. diesel passenger car market is expected to double or triple in
the next 5-10 years, diesel veh.cles are 20-40 percent more fuel efficient,
leading the EIA to project that existing diesel fuel supplies will be able to meet
this demand. Click here for the full EIA presentation.

What does all this mean for consumers driving diesel cars or considering a
new diesel car?

Higher diesel fuel prices in the short term may lengthen the payback period for diesel
owners to receive the full return on their investment. Ifa diesel car is 30 percent
more fuel efficient than a gasoline car, with gasoline at $3.75 a gallon, diesel can cost
up to $1.13 more per gallon (or $4.88 in this example) and a diesel driver will still
break even with gasoline in terms of fuel cost. (See table below for additional
examples and assumptions.) Visit www dieselForum.org and download a Web tool
that will allow you to calculate fuel economy savings for diesel versus gasoline car.

Making any personal car choice requires taking the long-term view on all the factors
involved, including performance, purchase price, owning and operating costs, useful
life, resale value, fuel economy and fuel prices. The next generation of clean diesel
cars offers consumers the best overall ownership value when considering driving
performance, fuel efficiency, environmental footprint and resale prices.

Beginning in 2008, consumers will have more fuel-efficient diesel choices than ever
before. Thirteen new models were announced by 12 manufacturers at the Detroit
Auto Show inJanuary 2008. In addition to a superior driving performance and low-
emissions, clean diesel is a technology that provides proven real-world fuel economy
benefits u ider any mix of vehicle operation. New clean diesel cars coming out in
2008-2010 will likely be eligible for a federal fuel tax credit of $300 to $3400 dollars,
depending on fuel economy ratings. Itwas recently announced that purchasers of the
new Volkswagen Jetta TDI will qualify for a $1300 federal tax credit. For more
information, click here.
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What is happening with diesel fuel prices?

For many years, diesel fuel prices tended to be lower than gasoline. Since September
2004, this trend has disappeared, with diesel fuel prices tracking or exceeding
gasoline. In May 1998, the national average diesel fuel price was $1,069 and gasoline
was $1,038; in May 2008, diesel was $4.33 and gasoline was $3.72. As of July 28,
2008, the average diesel price in the U.S. was $1.71 higher than one year ago;
gasoline was $1.07 higher. (For weekly updated gas and diesel price information, visit

www.EIA.DOE.govV).

This price differential is due to a variety of factors - global and domestic, economic
and political. Both gasoline and diesel fuel prices will increase as the price of crude oil
rises, however other influences have worked to accelerate diesel's price relative to
gasoline. To understand the cause of this increase and its implications for the future,
this paper provides a brief summary of the production process and the elements
contributing to the current price spread between gasoline and diesel fuel.

Fuel production

Each barrel of oil is 42 gallons, approximately 19 Qter Rodos
percent of which is generally dedicated to the “hql&MFHldwTﬂBS(GGI
production of diesel fuel. This compares to Heaw Fuel O (ResicLe)

approximately 47 percent used for gasoline and A s
10 percent for kerosene-type jet fuel. The Diesel
remaining 24 percent is split among a variety of

oils and gases. While refiners have some ability Gasoline

to alter these percentages, they are unlikely to

swing more than 7-8 percent in any direction. As

a result, each barrel of crude oil will always 42 Total Gallons

produce more gasoline than diesel fuel.

Why have diesel prices risen so significantly in the last few years?

Fuel demand

Demand for distillates - such as diesel and jet fuel - in Europe, Asia, and the Middle
East has continued to grow at a fast pace. In Europe, financial incentives continue to
promote the transition from gasoline-powered to diesel-powered cars and light trucks,
while a growing economy has lifted transportation sector consumption overall.


http://www.EIA.DOE.gov

In the U.S., meanwhile, weakness in the economy has led to a softening in gasoline
demand. So while gasoline prices increased this winter due to surging crude oil prices,
they have not risen as high as they would have if year-on-year gasoline demand
growth were unfolding at normal rates. As a result, the gap between U.S. gas and

diesel prices has grown.

These shifting patterns have even affected seasonal patterns in diesel fuel prices.
According to the Energy Information Administration (EIA), gasoline is usually more
expensive than diesel in the spring and summer, the peak driving season. In the
autumn, demand for distillate fuels (heating oil and diesel) picks up due to farm use
and trucking of goods ahead of the holidays w Me the demand for gasoline begins to

soften.

Inventories and supply balances

As Europe's demand for diesel has grown through the dieselization of the passenger
fleet, economic growth, tighter emissions standards and other factors, Europe's
supply capacity has been strained. At the same time, a supply shortage also
developed in the U.S due in part to U.S. exports of distillate fuel to Latin America and
Europe to meet their high demand, leaving diesel fuel inventories at their lowest

levels in five years.
Source: US Energy Information Administration www.eia.doe.Qov
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Economic, political and other factors driving up diesel fuel prices

In addition to the law of supply and demand, there are a number or other factors
affecting the price of diesel. These include:
« Aweakened U.S. dollar buys less crude oil on the global market than in past
years.

« As energy prices rise, investors are putting  3re dollars into energy stocks and
predictions of future crude oil prices, which helps drive up energy prices even

further.


http://www.eia.doe.Qov

+ China has been stockpiling diesel to prepare for the Olympics. (See EIA's "This
Wee In Petroleum.'llune 4. 2008.)
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Representative Jay Ramras Committee Members:
Chairman Representative Nancy Dahlstrom,
(907) 465-3004 Vice-Chairman
Fax: (907) 465-2070 Representative John Coghill
Rcpresentative_Jay Ramras@legis.state.ak.us Representative Bob Lynn
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State Capitol, Room 120
Juneau, Alaska 99801

October 10, 2008

Mr. Ed Snifi'en, Jr.

Senior Assistant Attorney General
1031 W 4 h Ave., Ste. 200
Anchorage, AK 99501-1994

Re: Mouse Judiciary Hearing
Dear Mr. Sniffen:

I would like to invite you and/or a representative of your organization to testify at a special

House Judiciary Committee hearing on October 20, 2008 from 9:30 a.m. to 4:30 p.m., at the
Legislative Information Office in Anchorage (716 W. 4th Ave., Suite 200). The purpose of

this hearing is to discuss the market price of fuel in Alaska. Pursuantto our correspondence
might you also see if Mr. Pulliam from EconOne is available to testify?

We will be taking testimony from refiners, distributors, and retailers, as well as testimony
from the Department of Law as to the status of their investigation.

llook forward to your testimony, and to a productive hearing on October 20th. | will provide
you with a schedule as soon as it has been drafted.

Should you have any questions or require further information concerning this matter, please
do not hesitate to contact this office.
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Representative Jay Ramras Committee Members:
Chairman Representative Nancy Dahlstrom,
(907)465-3004 Vice-Chairman
Fax: (907) 465-2070 Representative John Coghill
Representative_Jay Ramras@Iegis.state.ak.us Representative Bob Lynn
1292 Sadler Way, Suite 324 Representative Ralph Samuels
Fairbanks, AK 99701 Representative Max Gruenberg

Representative Lindsey Holmes

State Capitol, Room 120
Juneau, Alaska 99801

October 10, 2008

Mr. Kip Knudson Via e-mail kknudson@tsocorp.com

Tesoro
2700 Gambell Street, Suite 500
Anchorage, AK 99503

Re: llouse Judiciary llearing
Dear Mr. Knudson:

I would like to invite you and/or a representative ofyour organization to testify at a special

House Judiciary Committee hearing on October 20, 2008 from 9:30 a.m. to 4:30 p.m., at the
Legislative Information Office in Anchorage (716 4lh Ave., Suite 200). The purpose o fthis
hearing is to discuss the market price of fuel in Alaska.

At this meeting, we will address the price of fuel at the pump as well as the price of home
heating oil and why the prices have dropped substantially nationwide but, the prices in
Alaska have remained relatively fiat by comparison.

We will be taking testimony from refiners, distributors, and retailers, as well as testimony
from the Department of Law as to the status of their investigation.

llook forward to "our testimony, and to a productive hearing on October 20th. | will provide
you with a more specific time for testimony as soon as a schedule has been finalized.

Should you have any questions or require further information concerning this matter, please
do not hesitate to contact this office.

*re?fentative Jay Ramras, Chair
louse Judiciary Committee
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TESORO

Tesoro Alaska Company

P.O. Box 196272

Anchorage, Alaska 99519-6272
907 561 5521

907 561 5047 Fax

October 16, 2008

The Honorable Jay Ramras
Alaska State Legislature
State Capitol, Room 120
Juneau, Alaska 99801

Dear Chairman Ramras:

Tesoro declines your invitation to appear before the House Judiciary Committee for a
second time at the October 23, 2008 hearing.

Tesoro is cooperating with the Attorney General’s investigation on gasoline prices and
we are meeting with Mr. Sniffcn on the 22nd We believe that forum is best due to the
proprietary business information we arc providing. We assume you will receive a report

o fthe conclusions ofthe Attorney General’s investigation.

Sincerely,
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Representative Jay Ramras Committee Members:
Chairman Representative Nancy Dahlstrom,

(907) 465-3004 Vice-Chairman
Fax: (907) 465-2070 Representative John Coghill

Representntive_Jay Ramras@legis.state.ak.us Representative Bob Lynn
1292 Sadler Way, Suite 324 Representative Ralph Samuels
Fairbanks, AK 99701 Representative Max Gruenberg

Representative Lindsey Holmes

State Capitol, Room 120
Juneau, Alaska 99801

October 10, 2008

Mr. Doug Chapados Via e-mail: dlchapados@ petrostar.com

Petro Star, Inc.
3900 C Street, Suite 802
Anchorage, AK 99503

Rc:  House Judiciary Hearing

Dear Mr. Chapados:

Iwould like to invite you and/or a representative of your organization to testily at the second
special House Judiciary Committee hearing on October 20, 2008 from 9:30 a.m. to 4:30 p.m.,
at the Legislative Information Office in Anchorage (716 W. 4in Ave., Suite 200). The
purpose of this hearing is to discuss the market price of fuel in Alaska.

At this meeting, we will address the price of fuel at the pump and why the prices have
dropped substantially nationwide and the price of oil has dropped substantially but, the price
of gas in Alaska have remained relatively flat by comparison.

We will be taking testimony from the Department of Law, Barry Pulliam from EconOne as
well as refiners, distributors, and retailers.

| look forward to your testimony, and to a productive hearing on October 20th. | will provide
you with a schedule a? soon as it has been drafted.

Should you have any questions or require further information concerning this matter, please
do not hesitate to contact this office.
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ALASKA STATE LEGISLATURE
HOUSE JUDICIARY COMMITTEE

Committee Members:

Representative Jay Ramras
Representative Nancy Dahlstrom,

Chairman
(907) 465-3004 Vice-Chairman
Fax: (907) 465-2070 Representative John Coghill
Representative Jay_Ramras@lcgis.state.ak.us Representative Bob Lynn
1292 Sadler Way, Suite 324 Representative Ralph Samuels
Fairbanks, AK 99701 Representative Max Gruenberg
Representative Lindsey Holmes
October 10, 2008
Mr. Jeff Cook Via e-mail: jeff.cook@flir.com

Flint Hills Resources
1100 H & H Lane
North Pole, AK 99705

Re:  House Judiciary Hearing
Dear Mr. Cook:

| would like to invite you and/or a representative of your organization to testify at a
special House Judiciary Committee hearing on October 20, 2008 from 9:30 a.m. to 4:30
p.m., at the Legislative Information Oftlce in Anchorage (716 4th Ave., Suite 200). The
purpose of this hearing is to discuss the market price of fuel in Alaska.

At this meeting, we will address the price of fuel at the pump as well as the price of home
heating oil and why the prices have dropped substantially nationwide but, the prices in
Alaska have remained relatively flat by comparison.

We will be taking testimony from refiners, distributors, and retailers, as well as testimony
from the Department of Law as to the status of their investigation.

1look forward to your testimony, and to a productive hearing on October 20th. | will
provide you a more specific time as soon as a schedule has been drafted.

Should you have any questions or require further information concerning this matter,
please do not hesitate to contact this office.

'Representative Jay Ramras, Chair
House Judiciary Committee
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% epresentative Jay Ramras While in Session

Chair, Judiciary i State Capitol, Room 118
Labor & Commerce Alaska state Legislature Juneau, A?aska 99801-1182
0l &Gas _ (907) 465-3004
Military & Veteran Affairs Fax: 465-2070

1292 Sadler Way, Suite 324 Toll Free: (877) 465-3004

Fairbanks, Alaska 99701
Phone: (907) 452-1088

Fax: (907) 452-1146 House District 10

House of Representatives

Fax

To:  Pam Finley

Fax #: (907) 465-2029 Number of pages including cover: 2
From: Jane W. Pierson

Date:  April 16,2008

Re:  Confidentiality Agreement

Pam,

The committee was leaning towards being able to talk with Ed Sniffen about his findings, more
than actually going through the materials that were gleaned through the CIDs. | made a few
changes on the confidentiality agreement to reflect this. However, they are probably not in
legalize. Can we take another shot at this? 1will have to get it approved by Tesoro and Flint

Hills’ legal departments.

Jane

Representative _Jay_Ramras@ legis.state.ak.us


mailto:_Jay_Ramras@legis.state.ak

LEGAL SERVICES

DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182

Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

MEMORANDUM October 20, 2008
SUBJECT: Confidentiality agreement
TO: Representative Jay Ramras

Chair of House Judiciary Committee
Attn: Jane Pierson

FROM: Pam Finley
Revisor of Statutes

You have asked for language for a confidentiality agreement concerning responses to
CIDs the House Judiciary Committee receives from the Department of Law related to the

price of petroleum products in the state. |suggest the following:

This agreement concerns materials the House Judiciary Committee
receives from the Department of Law during 2008 and that the
Department of Law has received as a result of Civil Investigative
Demands to refiners and distributors of petroleum products in the state
(hereinafter "the confidential materials").

| agree to keep the confidential materials confidential and not to make
them available to my staff or to any other person. | further agree not to
discuss the contents of the confidential materials except in an executive
session of the House Judiciary Committee. This agreement does not
require me to keep confidential (1) my opinions based on the confidential
material or (2) general factual conclusions drawn from the confidential
material so long as the factual conclusions do not disclose or suggest the
identity of the refiner or distributor or disclose proprietary information or

trade secrets.

Signature Date

Note that | limited the materials to those received during 2008 because | thought some
specificity would be useful and assumed that the materials would be disclosed before
2009. |f that's not true, the date can be changed. The last sentence of the agreement is
my attempt to allow some public discussion. It will, however, require the legislator to
figure out what is proprietary or a trade secret. If the Department of Law cannot accept

this, the last sentence can be deleted.

Please let me know if you have any additional questions.

PFZ?W )
08-308.ljw
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DIVISION OF LEGAL AND RESEARCH SERVICES
LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 STATE OF ALASKA State Capitol
FAX (907) 465-2029 Juneau, Alaska 99801-1182

Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329

MEMORANDUM September 12, 2008

SUBJECT: Sfate sale of royalty oil at below market prices
(Work Order N .26-LS0097)

TO: Repres itative Jay Ramras
Attpi Jane Pierson

FROM: Donald M. Buflock Jr.
Legislative Counsel

You have asked whether the state can legally sell its royalty oil at a below market price to
an oil refinery in Alaska that intends "to sell the products in-state to benefit the citizens of

Alaska."

If such a sale is "consistent with the public interest,” made for the "maximum benefit of
[Alaska's] people,” and approved by the legislature,2the state may sell its royalty gas to
an in-state refinery at a price below market value.

' The Alaska Constitution's art. VIII, secs. | and 2, provide that:

SECTION 1 Statement of Policy. It is the policy of the State to
encourage the settlement of its land and the development of its resources
by making them available for maximum use consistent with the public

interest.

SECTION 2. Genera! Authority. The legislature shall provide for the
utilization, development, and conservation of all natural resources
belonging to the State, including land and waters, for the maximum

benefit of its people.
2AS 38.06.055 provides:

(a) In addition to the recommendation by the [Alaska Royalty Oil
and Gas Development Board] required under AS 38.06.050, the
commissioner of natural resources may not enter into a sale, exchange, or
other disposition of oil or gas or of the rights or waiver of the rights to
rece've future production of royalty oil or gas under AS 38.05.183 without
the prior approval of the legislature. The legislature may approve a sale,
exchange, or other disposition of oil or gas or of the rights or of a waiver



Representative Jay Ramras
September 12, 2008
Page 2

[ have a few comments related to your ciuestion.

1. Legislative approval of a below market price sale of state royalty oil should be
made based on appropriate findings supported by evidence.

The Alaska Constitution is silent as to the considerations or factors to be employed in
establishing what constitutes the "maximum benefit" for Alaska's people. The legislature
is entrusted with broad responsibility for such a determination. A legislative finding,
supported by a strong factual record, concluding that Alaskans would benefit from such a
sale would improve any such measure's chance of surviving a court challenge.
AS 38.05.183(e),3which provides statutory guidelines that the commissioner of natural

of the rights to receive future production of royalty oil or gas only by
enacting legislation.

(b) The provisions of (a) of this section do not apply to

(1) the sale, exchange, or other disposition of oil or gas for
one year or less if the sale, exchange, or other disposition is entered into to
relieve storage or market conditions;

(2) contracts for the sale of state-owned royalty gas or oil
that specify the sale and delivery of not more than

(A) 400 barrels of crude oil per day;
(B) 460 barrels of natural gas liquids per day; and t
(C) 2,400 Mcfof natural gas per day.

(c) A sale, exchange, or other disposition of oil or gas under (b)(1)
of this section may not be continued after the end of one year or renewed
with the same party without the prior approval of the legislature under (a)
of this section.  This subsection does not apply to a sequential
competitively bid sale of oil or gas made with the same party under (b)(1)

of this section.

Sec also AS 38.05.183(h) that concerns the sale, contingent upon legislative approval, of
royalty gas taken in kind by the state to gas or electric utilities at a negotiated price, if the
commissioner of natural resources, after considering the consumer benefits, other
benefits, and detriments of the sale, makes a written finding that the sale is in the best

interest of the state.
5AS 38.05.183(e) provides:

(e) When a sale, exchange, or other disposal of oil or gas taken in
kind by the state as its royalty share, or a sale, exchange, or other disposal
in whole or in part of a right to receive future royalty oil or gas, under a
state lease under this chapter is made other than by competitive bid, the
sale, exchange, or other disposal shall be awarded by the commissioner to
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resources must consider in determining whether a sale of royalty oil or gas should he
made otherwise than by competitive bid, suggests appropriate criteria that could be
employed to make that determination.

2. Any below market sale of state royalty oil to an in-state refinery implicates the
Commerce Clause, article I, section 8, clause 3, Constitution of the United St- |S.

The Commerce Clause grants Congress the power "[to] requlate Commerce with foreign
Nations, and among the several States, and with the Indian Tribes." "Although the
Clause thus speaks in terms of powers bestowed upon Congress, the Court long has
recognized that it also limits the power of the States to erect barriers against interstate
trade."4 "[0]nce a state law is shown to discriminate against interstate commerce 'either
on its face or in practical effect,’ the burden falls on the State to demonstrate both that the
statute 'serves a legitimate local purpo  and that this purpose could i.jt be served as

well by available nondiscriminatory means."5

Thus, the United States Supreme Court distinguishes between state statutes that burden
interstate transactions only incidentally and those that affirmatively discriminate against
these transactions. While statutes in the first group violate the Commerce Clause only if
the burdens they impose on interstate trade are "clearly excessive in relation to the
putative local benefits,” statutes in the second group are subject to more demanding
scrutiny. Ifa state law is shown to discriminate against interstate commerce "cither on its
face or in practical effect,” the burden falls on the State to demonstrate both that the
statute "serves a legitimate local purpose,” and that this purpose could not be served as

well by available nondiscriminatory means.

the prospective buyer whose proposal offers the maximum benefits to
citizens of the state. The commissioner shall consider

(1) the cash value offered;

(2) the projected effects of the sale, exchange, or other
disposal on the economy of the state;

(3) the projected benefits of refining or processing the oil or

gas in the state;
(4, the ability of the prospective buyer to provide refined

products or by-products for distribution and sale in the state with price or

supply benefits to the citizens of the state; and
(5) thecriteria listed in AS 38.06.070(a).

4Maine v. Taylor, 477 U.S. 131, 137, 106 S.Ct. 2440, 91 L.Ed.2d 110 (1986),quoting
Lewis v. BTInvestment Managers, Inc., 447 U.S. 27, 35, 100 S.Ct.2009,64 L.Ed.2d 702

(1980).
5Taylor, All U.S. at 138, quoting Hughes v. Oklahoma, 441 U.S. at 336 (1979).
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Alaska's oil is an article of commerce that has become a resource of profound national
importance. Under the generally applicable rule of Commerce Clause analysis, the sale
of Alaska oil at a below market price to an in-state refinery could be struck down if the
state was unable to "show that it advances a legitimate local purpose that cannot be
adequately served by reasonable nondiscriminatory alternatives.” Ifthe state is sellm;? its
royalty oil at a below market rate to stimulate in-state development of its industries and
resources, the state should be able to meet its burden under an asserted Commerce
Clause-based objection. Even in the leading case critical of this state's efforts to
construct a system of economic protection, the United States Supreme Court left open the
door, under some circumstances, to state efforts to provide a limited preference for a
state's own citizens in the use of publicly-owned resources.6

3. The assertim by Spencer Hosie to the legislature in June 2008 that Alaska could
not sell its royalty gas at below market prices is based on a misinterpreted legal

precedent.

In June of this year, the issue of selling the state', royalty interest at a price below the
market price was discussed in a hearing related to the legislative approval of a license
proposed by the commissioner of revenue and the commissioner of natural resources to
pursue the development of a gas pipeline from the North Slope. The "Alaska Special
Session Report"7 recounted the following exchange between Representative Fairclough
and Spencer Hosie, a private attorney that has represented the State in oil and gas

litigation:

Rep. Anna Fairclough questioned the accuracy of a claim [Mr. Spencer]
Hosie made that Alaska could take its royalty gas and sell it at below-
market prices for in-state use, including for the Agrium fertilizer plant on
the Kcnai Peninsula. When Hosie addressed legislators on his second day,

he acknowledged that he had erred.

'l was wrong,' [Hosie] said, citing a 1979 case in which Judge Allen
Compton said it's unconstitutional for Alaska to sell its royalty-in-kind
[gas or oil] below market value.8

6Hicklin v. Orbeck, 431 U.S. 518, 533 - 534 (1978).

7Gregg Erickson, Attorney says producers can't warehouse gas, Alaska Special Session
Report, Vol. 3, No. 2, June 10, 2008, at 13.

8 An audio recording of this exchange is currently available online at
http://www.legis.state.ak.us/basis/get_minutes.asp?session=25&comm=ENR&chambzB
&datel =20080609&date2=20080609 (6/09/2008 10:06 am, 10:09-10:12).
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If Mr. Hosie's citation of State v. Amerada Hess, et al.y is understood as a wholesale
refutation of the possibility that Alaska can constitutionally sell its royalty-in-kind oil or
gas below market value, it is not accurate.

In State v. Amerada Hess, et al., Judge Compton did not rule that it was unconstitutional
for Alaska to sell its royalty-in kind gas or oil below market value. Instead, Judge
Compton ruled that the commissioner of natural resources, acting without legislative
approval, did not have the requisite authority to determine gas or oil royalty obligations.
Specifically, he concluded that absent legislative approval, the commissioner did not
have the authority to enter into frase agreements that provided that the value of gas or oil

taken "in-kind" would be less than that taken "in-valuc."

Amerada Hess concerned (I) the point at which the state's "in value" royalty interest in
oil should be determined (before field cost deductions or after field cost deductions at the
Lease Automatic Transfer Meter (LACT meter)) and (2) the interpretation of the existing
statutory and specific lease language surrounding the determination of both "in value"
and "in kind" royalty payments for oil and gas under the defendant's leases.D

Judge Compton ruled that the state's "in value" or "in kind" royalty share should be
determined only after the oil or gas is ready for sale (in this case, at the LACT meter),
basing his decision in large part on the Alaska Constitution's art. VIII, secs. 2 and 12."
The judge held that these constitutional provisions "reqitire[dj" (emphasis in original)2
that the legislature set the terms of oil and gas leases as to provide the maximum benefit
for Alaska's people and that any interpretation of the levant statutes or language of the
mineral leases that provided for a determination of an "in value" oil royalty before the

o Civil Action No. 77-847 (1stJ.D. AK, April 6, 1979).
10 0f some historical interest is the fact that after this decision, the lessees and the state

agreed to settled the dispute on different terms. The court approved the parties'
settlement and allowed it to supersede the courts previous ruling on the merits. See
Exxon v. State, 40 P.3d 786, 789 (Alaska 2001).

L These provisions p-ovide in pertinent part:

Sec. 2. General Authority. The legislature shall provide for the utilization,
development, and conservation of all natural resources belonging to the
State, including land and waters, for the maximum henefit of its people.

Sec. 12. Mineral Leases and Permits. The legislature shall provide for the
issuance, types and terms of leases for coal, oil, gas, oil shale, sodium,
phosphate, potash, sulfur, pumice, and other minerals as may be
prescribed by law. Leases and permits giving the exclusive right of
exploration ... may be authorized by law.

PAmerada Less, at 18.
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LACT meter would be unconstitutional because the unproduced product was "something
that had no or negligible market value." Id. at 19.

Of greater relevance to Mr. Hosic's statement and your inquiry is that the case concerned
lease agreements providing that if the State were to take its royalty oil or gas "in kind,"
there would be a deduction for "cleaning and dehydrating [the oil and gas]" prior to
computing the royalty. Id. at 2. Because of this provision, if the state were to take its
royalty "in kind" from the lease, the amount realized would be less than if taken "in
value," and consequently the people of Alaska would not receive maximum benefit for
"in kind" royalty payments. What the judge wrote, and | believe was misconstrued, is

that:

Constitutional and statutory limitations preclude the State from taking
royalty "in kind" unless it is in the best interests of the State and for the
maximum benefit of its people. This must mean, and can bhe compatibly
construed to mean that the price paid when the royalty is taken "in value"
is the minimum or floor below which the agency may not go.

(Emphasis added) ld. at 20 - 21.

This "minimum floor", or prohibition against the state accepting its royalty "in kind" if
the "price paid" would be less than if the royalty is taken "in value," is applicable only to
the facts of the case. It is a decision in which the court was speaking to the limits of an
adminrtrative agency's authority, holding that the "Commissioner [of Natural Resources]
is prohibited from collecting royalty 'in kind" if the amount realized would be less than if

taken 'in value,""1because

This Court need not decide the extent of the Commissioner's authority to
administer the provisions of AS 33.05.180(a). It is satisfied that such
authority does not extend to determining the amount of royalty
obligations. [The Alaska Constitution's art. VIII, secs. 2 and 12] require
that the legislature set the terms of oil and gas leases in such a manner as
to provide the maximum benefit for its people.

(Emphasis original) Id. at 19.

This ruling establishes only that the Department ofNatural Resources cannot on its own
volition decide to accept an "in kind" royalty that is worth less than the "price paid when
the royalty is taken 'in value." Amerada Hess involved the limits of authority exercised
by an administrative agency and whether "the legislature has impermissibly delegated a
constitutional duty to an administrative agency." Id. at 18. Nothing in the state
constitution, or in the Amerada Hess decision, should be construed as to preclude the
legislature itself from approving sale of Alaska's oil or gas at a price below that which



Representative Jay Ramras
September 12, 2008
Page 7

would be received if the royalty were taken "in-value" if that sale were determined to be
for the maximum benefit of Alaska's people.

If I may be of further assistance, please advise.

DMB:Imb
08-220.1mb



Jane Pierson

From: Sniffen, Clyde E (LAW) (ed.sniffen@ alaska.gov]

Sent: Wednesday, October 08, 2008 12:41 PM

To: Jane Pierson

Subject: RE: Legal Opinion re: Royalty Oil Sales at Below Market Value

Follow Up Flag: Follow up
Flag Status: Red

Hi Jane 1just got around to reading this opinion While it might be theoretically possible for the
Legislature to determine that selling royalty oil for less than market value is in the best interest of
Alaska," it would be extremely difficult to do. 'Best interest of Alaska" means all residents of Alaska.
Selling oil below market value to Tesoro and Flint Hills would only benefit (maybe) residents served by
those refineries No one else in Alaska would receive that potential benefit. When we sell oil at market
value, the money goes to the GF and benefits everyone Thus. Judge Compton's conclusion that
market value sets the floor at which we can dispose of the state s royalty oil is a good one (even if it
was directed only to DNR) At the end of the day. the Alaska Supreme Court would probably make the
decision on whether such a Legislative proclamation violates the Alaska Constitution

So | agree with Mr Bullock that the Amerada Hess case may not preclude some kind of legislative
action that declares the sale of royalty oil for less than market value is in the state s best interest But
as a practical matter this would be very difficult to do and may not pass Constitutional review There
may be some separation of powers problem with this kind of review, but | haven't focused on that
aspect yet The sure bet. as | testified, is a Constitutional amendment

Hope that helps!

Clyde "Ed" Sniffen Jr

Senior Assistant Attorney General
Commercial & Fair Business Section
Alaska Department of Law

1031 W 4th Ave #200

Anchorage, AK 99501

(907) 269-5200

(907) 276-8554 (tax)

From: Jane Pierson [mailto:Jane_Pierson@]legis.state.ak.us]

Sent: Friday, October 03, 2008 10:23 AM

To: Tuck, Deneen (LAA); Waldo, James (LAA); Lidster, Karen (LAA); Hay, Linda J (LAS); Manly, Nancy S (LAA);
Lv/inn, Bob (LAA); Coghill, John (LAA); Holmes, Lindsey (LAA); Gruenberg, Max F (LAA); Dahlstrom, Nancy (LAA);

Samuels, Ralph (LAA); Wallen, Susan E (LAA); Gieser, Tisha (LAA)
Cc: Roses, Bob (LAA); Stoltze, Bill (LAA); Hawker, Mike (LAA); Kawasaki, Scott Jw (LAA)
Subject: Legal Opinion re: Royalty Oil Sales at Below Market Value

I thought that this was an interesting legal opinion to share, and something that we may want to address at the
next House Judiciary Committee Meeting regarding gas prices. | am currently looking at scheduling the next
meeting in Anchorage on either the 20th or 21st of October. Committee members please let me know if you are
not available on these dates and | will try to adjust accordingly

Please also let me know if there is anything in particular that anyone wants addressed

10/21/2008


mailto:ed.sniffen@alaska.gov
mailto:Jane_Pierson@legis.state.ak.us

Page 2 of 2

Thank you,

Jane W. Pierson, Aide
House Judiciary Committee
1292 Sadler Way, Ste. 324
Fairbanks, AK 99701
Phone: (907) 452-1C88
Cell; (907)978-5115
Fax: (907)452-1146

10/21/2008
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Topic:
FUEL PRICES; GASOLINE; LEGISLATION; PRICE CONTROL;

Location:

GASOLINE;

September 12, 2005 2005-R-0681
HAWAII GASOLINE PRICE CAP LAW

By: Kevin E. McCarthy, Principal Analyst

You asked for information on Hawaii’s law capping wholesale gasoline prices,
including its history and the impact it has had.

HAWAII GASOLINE PRICE CAPS

History

In 2002, the legislature adopted Act 77 (Ha. Rev. Stat. Ch. 486H) which established
maximum pre-tax wholesale and retail prices for regular unleaded gasoline sold in
the state. The act was originally scheduled to go into effect on September 1, 2004. It
lected wholesalers and jobbers who knowingly violated the law to a fine of three
the amount of the overcharge or $ 250,000, whichever is greater, plus
nable attorney’s fees and costs as determined by the court.

The act was passed after the state settled a price-fixing lawsuit with the state’s two
major refiners for $ 22 million. The act makes extensive findings, including that “the
major oil companies have been realizing profit margins far in excess of the margins
realized in other oligopolistic and equally concentrated markets. ” (An oligopoly exists
when there are only a few suppliers serving a market. )

Under the act, the governor may suspend the gasoline cap law or any implementing
regulation by issuing a written determination that strict compliance will cause a
major adverse impact on the economy, public order, or the health, welfare, or safety

of state residents, Under most

circumstances, the suspension remains in effect until the earlier of (1) the
adjournment of the next regular or special session of the legislature or (2) the
effective date of any legislation intended to address the major adverse impact.

The act required the Department of Business, Economic Development, and Tourism
to conduct acomprehensive study of the petroleum industry, gasoline market, and
price controls and other policy options to lower gasoline prices. The department?’s
report presented a number of recommendations aimed at fostering competitive

//lwww.cga.ct.gov/2005/rpt/2005-R-0681 .htm 10/23/2008
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gasoline prices. Itrecommended the price caps not be imposed, because its analysis
showed they would actually raise retail prices and cause other unintended negative

consumer, economic, and policy impacts.

04, the legislature amended the law by passing Act 242, which found that the
lem of high gasoline prices is principally due to a lack of vigorous competition in
wholesale market. In contrast, the legislature found that there is competition at
the retail level. Among other things, Act 242: (1) limited the cap to wholesale prices,
(2) extended the cap to apply to mid-grade and premium gasoline, (3) changed the
baseline for the cap by using the average of the spot prices on the New York, Gulf
Coast, and Los Angeles markets, (4) established price zones within the state and
allowed the Public Utilities Commission (PUC) to vary the cap by zone, and (5)
extended the effective date of the caps to September 1, 2005. The act went into effect

without the governor’s signature.

On August 24, 2005, the PUC issued its order setting caps for the period September
1through September 4. The wholesale cap ranged from $ 2. 16 for unleaded regular
on Oahu to $ 2. 50 on Lanai. Chevron, Shell Oil, and Tesoro, the major wholesalers
in the state, and the Hawaii Petroleum Marketers Association, asked the PUC to

reconsider the order, but it declined to do so.

On August 31, 2005, the PUC issued its caps for the period September 5 through
September 11. The caps range from $ 2. 43 for Oahu to $ 2. 77 for Lanai. Also on
August 31, 2005, the PUC increased the cap for Kauai, upon the petition of gasoline
jobber, after finding that this adjustment might be needed to avoid supply shortages.
The PUCs Webpage, http:.//www. hawaii. gov/budget/puc/gaspricecaps/, provides
information about the caps. As noted above, the caps do not include federal, state,
county taxes, which amount to about 58 cents per

n. The caps also do not include the dealer’s markup, which the Honolulu Star-
letin estimates have been historically about 12 cents per gallon.

Impacts

Since the caps werejust implemented it is too soon to determine the impact, ifany,
they will have on prices or supply. According to the American Automobile
Association’s Fuel Gauge Report (http: // www . fuelgaugereport. com), the average
retail price for regular, unleaded gasoline on September 7, 2005 in Honolulu, Oahu
was $ 3. 005. Assuming the markup remains the same, the current wholesale cap
would allow retail prices to be approximately $ 3. 13 per gallon on Oahu.

It is worth noting that the increase in gasoline prices on the mainland in the year
before the caps went into effect was substantially greater than the price increase in
Hawaii during this period. On October 6, 2004, the nationwide average price for
regular unleaded was $ 1. 84, compared to $ 2. 31 in Hawaii (i. e. , gasoline was 47
cents per gallon more in Hawaii). In contrast, by August 6,2005, the nationwide
average was $ 2. 34 and the Hawaii average was $ 2. 68 (a 34 cents difference). By
the time the caps went into effect, the Hawaii average was only a few cents less per
gallon than the nationwide average. This suggests that Hawaii is subject to market
forces that differ substantially than those affecting the rest of the country.

http://www.cga.ct.gov/2005/rpt/2005-R-0681.htm 10/23/2008
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Governor Linda Lingle has said she would suspend the price cap ifeither or both of
the state's refineries indicated plans to close. She also said she would suspend the
cap if Hawaii were to experience wholesale or retail gas shortages stemming from

curtailed shipments to the state.

KM: dw

http:// www.cga.ct.gov/2005/rpt/2005-R-0681 .htm 10/23/2008
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I>CBS MEWS BOC| FRINT

Hawaii Gives Up on Gas Price Controls

HONOLULU, May. 8, 2006

(AP) Hawaii's gasoline price con.rols have sputtered to a stop. The island state whose drivers pay the highest pump prices in the
nation has given up on price caps after an eight-month, first-in-the-nation experiment. Some complaineu that the restrictions actually

led to higher prices, because oil companies knew they could charge up to the maximum allowed.

"In a lot of people's minds, they thought the gas cap wasn't working." said Republican state Sen. Paul Whalen, a strong supporter of
the price controls "It was hard to generate lots of support for it because we're paying more than we ever were before."

Gas is particularly expensive in Hawaii because of hiph state taxes and because of the costs of transporting oil across the Pacific.
Last fall, Hawaii became the only state to cap the cost of fuel to try to give some relief to motorists.

Under the price control legislation, Hawaii set weekly caps on wholesale gas prices. Those caps were based on the average of prices
in Los Angeles and New York and on the Gulf Coast. Then allowances were added for what it costs wholesalers to ship to Hawaii and

distribute gas to more remote islands

But there was no cap on the markup added by gas stations.

With regular gasoline climbing past an average of $3.38 per gallon in the past few weeks, lawmakers sent Republican Gov Linda
Lingle a hill last week to suspend the controls. She signed it on Friday

Because the oil refiners keep their profit margins and costs private, it was difficult for even experts to say whether Hawaii drivers were
paying more or less than they would without the gas cap

"It's ridiculous. Prices jumped up 20 cents in the last couple of days," said Calvin Reddick, who paid $15 for just over four gallons of
gas for his Volkswagen Beetle "Usually when you have a cap, it's supposed to freeze prices off. Obviously, their idea of a cap is

different from mine."

One study by an economics professor showed the gas cap cost consumers 5 cents more per gallon. An analysis by the state
Department of Business, Economic Development and Tourism estimated that island motorists paid $54.9 million more than they
otherwise would have in the first five months under the cap But research by cap supporter Rep Marcus Oshiro indicated the limits

saved drivers $33 million.

"It was a failure, and other experts that have looked at it have said ti e same thing," said Anita Mangels, a spokeswoman for the
Western States Petroleum Association, which represents ChevronTexaco and Shell Qil. "It was well-intended, but apparently

according to the state's own agency has not served consumers well."

With customer unrest mounting, oil companies lobbying aggressively to get rid of the cap, and the November elections looming,
lawmakers felt compelled to act.

Rather than forcing down gas prices with a lower price ceiling, the mostly Democratic Legislature suspended the cap and gave Lingle,
who had opposed ani -egulation of gas prices, the power to bring it back if she decides fuel has gotten too expensive. The legislators

passed the responsibility to the governor

At the same time, the new law provides for the computation of a hypothetical gas cap to let customers know what gasoline would cost
if there were price controls

Also, the law requires oil companies to make their wholesale price information public so that customers can compare pump prices with
actual costs Currently, that information is kept confidential.

On the Net
AAA Fuel Gauge Report: http:/Avww.fuelgaugereport com

Hawaii Legislature, HB3115: http://www.capitol.hawaii gov

Feedback Terms of Service Privacy Statement

http://www.cbsnews.com/stories/2006/05/08/ap/national/printableD8HFSCNO3.shtm 10/21/2008
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Questions

Refinery Questions

L Is Flint Hills making less gasoline in favor of making more jet fuel?

2. Did gasoline prices go up high enough when the price of a barrel of oil escalated
this past year, or are refineries still trying to recoup their losses?

3. How have environmental regulations affected refineries in Alaska?
4, Approximately, what would it cost to convert Flint Ifills to natural gas?

5. What do you see the future looking like for refining in Alaska and specifically
your refinery?

6. What do you see as the major factors that contribute to the fact that gas prices
do not come down as quickly as in the Lower 48 and lag behind the price of oil

when it falls?

Kd Sniffen/Barry Pulliam

L Why has Alaska not seen a reduction in retail motor fuel similar to what has
occurred with the price of a barrel of crude, a reduction of50%?

2. Do you think that the definition of "disaster" be expanded to include “economic
well-being”?

3. Do you think that the legislature should introduce a "price gouging" statute this
upcoming session?

4. Should the legislature tighten penalties regarding Alaska’s antitrust laws?

5. Did gasoline prices go up high enough when the price of a barrel of oil escalated
this past year, or are refineries still trying to recoup their losses?

6. Is the price of royalty oil somewhat responsible for die high price of fuel?

1. Should the State of Alaska regulate all refining and distribution of petroleum
products or would the price of fuel simply go up even higher under a regulated
environment?

8. W'ould it be possible to limit the price of royalty oil for in-state use. and what
affect it would have on gasoline and home-heating oil9



9.

10.

[l,

t<

«

f.

Y2

Ifthere was more available storage would the price of gasoline be lower in
Alaska.

Are Alaska’s unit costs differentials inherent to smaller refineries?
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Committee Minutes
House RULES Minutes

ALASKA STATE LEGISLATURE
JOINT MEETING
HOUSE RULES STANDING COMMITTEE
SENATE SPECIAL COMMITTEE ON ENERGY
June 8, 2008
12:43 p.m.

DRAFT

VEMBERS PRESENT
HOUSE RULES STANDING COWM ITKK

Representdtive Jorin Coghi. .. Chd»r

Represent ative Anha Kairriouoh

RepresentAtive Craig Johnson

Keptesont.dt ivt* KnipM Sarri<Gs ~ fAIIA".bromicit re
Represent ative her h Kertr r.a(AGFA . ubruimt*i' <e

SENATE .-RECTAL COMMTILE ON ENERGY

Senator Charlie Huggins, Chair
Senator Bert Stedtfidi.. v ,r«< I*Laii
Jena* or Fred Dynon
‘enator Him Eiron
Senator lyc* Csc*er.
Viurit.Lyman Hxf f:ar,
-ennroi Nonald  son
Senator ‘emy .toven.
qt i Joe "mififfy*
senat  Thoma*. W\Kig>>-r
'eT*dLu: B. . | Wiol OChoWON.

VEMBERS ABSENT
HOUSE K K STANDING e «>MMv:

Representative John ilmrii*. {Chair, AG.a .bcui:JM 1l +%
Represent <t ive .vw.d ruttenherg

SENATE SPECIAL <OVMTTJRE ON ENERGY
senntni i.esil McCullo
OTHER LEGISLATORS PRESEN?

Kepi t'SCLi at :wc* Iidi
Ki*pr *f <mj at .ve ttier.ijit
Representat ive Crawford
Hopi user.tntive Dah19xion
Hotrtitfontali ve NoL1
Representative Doogan
Representat ive L'dgmoti
Representative Gara
Kepresent.it ive C.ardnei
Pepiesentat ive Gatto
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Representative Gruenberg
Representative Holmes
Representative Johansen
Representative Joule
Representative Kawasaki
Representative Kelly
Representative Lynn
Representative Meyer
Representative Neuman
Representative Olson
Representative Ramras
Representative Roses
Representative Seaton
Representative Stoltze
Representative Wilson

Senator Bunde
Senator Davis
Senator Ellis
Senator French
Senator Therriault

COMMITTEE CALENDAR

HOUSF BILL NO. 2001

“hr. Art approving issuance of a license by the mr ' uiisi of
revenue and the commissioner of natural resource;; to Ti”risCauada
Alrtr. K« Company. LLC and Foothills Ripe ! nes Lin. .t d.y §°
“irensee, under the Alaska Gaslrne Inii.irwrani AC; and pruviri N4

for an effective date."
HEARD AND HK:.U

«BNAIR BILL NO. 2101
'A. A% Opprliving nuance ul d . mt.e in me <run. i*v of

revenue rind *he commi B3i 0278 -iz Ulod | "elwwn + linr1 2
A.ralka COHtpdfiy. FiOthi i1 Pl Dt .1 i#
:censee, under the Alrirkn tl/isiifje 1:i . At t; iiel
ioi Jneffect :vp date

HBAND AND HFi.D
RO OMMTTEE ACTION

BIM 1
3HOFT TITLE: AFFROVNG AGIA LIGENEE
o ZNes(Av: K N BCUIRS™ OF ‘(H GOVANIE-

Sur; on D THE IR "TE  1B+PRA.

ije fie-- H RS

QA1 . H WRITTEN HNDING. u \FRRVINAT "ft
ob/04 W nil FLS AT 903 AVl <APITOL .. J

(16.'04. Ch on Silt)' iitin:e*e0 hiu ned

Ob ‘P6 MS (K Rtp AT 4i00 /Jk hEPRY MILLER uyM
Itmx. G5 Qil [IOUie Steelni Jubtomititece on At-1A
iF'< B (HI R.S AT !'m') AM mRY Il H 1\K
51 B (Hi He ..e Special 'ubcomiritexe on A.IA
06 /0?06 Qil AT utOO AVl TERRY M (LLP GM
06/ 0706 on * @atll ‘Uormemi'c s AilA
Oft/Ofi/OB (HI *L»AT 1:00 PM TERRY MILLER ‘MM
BILL: B0

SHORT TITLE: AI''ROVINC; AGIA LICENSE
SPONSOR(S): RULES BY REQUEST OF HIE GOVERAOR
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06/03/08 (S) READ THE FIRST TIME - REFERRALS
06/03/08 (S) ENR

06/03/08 (S) REPORT ON FINDINGS AN.. DETERMINATION
06/04/08 (S) ENR AT 10:00 AM TERRY MILLER GM
06/04/08 (S) Heard & Held

06/04/03 IS) MINUTE(ENR

06/05/08 (S) ENR AT 9:00 AV TERRY MILLER GYM
06/05/08 (S) Heard 6 Held

06/05/08 (S) MINUTE (ENR)

06/06/08 S ENR AT 10:00 AM TERRY MILLER GM
06/06/08 Oi Heard R Held

06/06/08 6 MINUTE IBNFI

06.07 '08 15) B\R AT 10:00 AM TERRY MILIFr GM
06/07/06 <> Heaid 6 Held

06/07/08 IS) MINUTE IENF)

06/CB/08 15) ENR AT 1:00 AM TFRKY M :LFR GM

WITMESS REGISTER

TOM IPWIN, Commiss ioner

Department of Natural Hesourres

Anchorage, Alaska

POSITION  STATEMENT:

determination ot  the TransCanada  Aiaiska  Contpar y

<arnd.r.Canafiriv)y pro er< .

PATi‘CK ilALVIN. Comme;:0i s

jepa:»rert. of Heve;

Jtinea i, Alaska

POSITION STATEMENTS ot | Je
Trtil'PCar.tida pro_er* duf/inu 'lie htvirui'J on AH

CiAK M > HSHOR  L*twig<3lurrex

Oepai *tt'efil QJ habor « "-Vors' be *«op;t*M

J *e«i. Alaska

POSITION  STATEMENT: Flrsed .

p7,x;?" ojt presentat Jor, rnglirding oht.  in* eedifijer - il M *
the Tran/Car.adA prefect .

oifV BKy/l.  Ajr. p2rti'« G jrim »ol»o
D;:error
(..r . AMtiCe
coJt oo AdmOTiis "rative crv &
Depar «ttftnc «1 Lru>o: ¢+ Wi Kfn;re Uve. pm™r!
POSITION ~ STATEMENT: luve i
v Hfi:<4" jr. regarding  ni (! lruin.no » i:-*1 f *K p .pinc-l
:1.iroGa’Uida pro ecr .

8RYNM KEITH. Research Gill cl

Research * Analysis

General Ottice. . o
Division  Adrul.ise rnt I\ iVIVICY:
Deparbrr.t : Labor r WorkforceDevelop::.
POSITION ~ STATEMENT: _
pipgenui lon ricartl(n$1 mu :r>1 are <! an pp/ixnnl
Tr.meC.M.aj.i pioiect.

CUNRAD mm; .I<a:, Coin'lar «

ARCADIS

Dunver. Molo: ado

POSITION  STATEMENT: P:i *MOO a P . =P

short  and loncj tern employment generateO hy com ric m ami
operation ot an AlaskoNatural Gas Pipeline Pro'cct.
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G. ALLAN VAN FLEET, Attorney

Greenberg Traurig, LLP

Houston, Texas

position statement:  Presented legal issues affecting producer
participation in TransCar.ada'8 proposed gasline.

SPENCER HOSIE, Attorney

Hosie McArthur LLP

San Francisco, California

POSITION STATEMENT: Presented legal issues aflecting producer
participation in Yrar.sCanada* proposed gasline.

ACTION NARRATIVE

CHAIR CHARLIE HUGGINS called the joint meetingof *e House
Rules Standing Committee Subcommittee on AGIA and the Senate

Special Committee on Energy to order a. I1ikftij)! PM

HV « ! APPROVING AGIA LICENSE

Sit 30111-APPROVING AG! A LICENSE

1: .6:19 AM
CHAIR 1*0IN  atinountva the nn* * "7 sk tice
todav s presentations by hearing «m mee ew f:or [

P lrucit, |>li™we*i Ly an ‘et™ ** *  ‘'om

one

'eXMISSIONEK ~ TOM  IRV.IN Departsel.l I Nature. -% .f<
pro enfoo .i sumnary : the Ard .se'.ei; ifW

Cll, ida Al oikd Gor.p.i; y -inAd= pit e(* - * |
rlia®  « :»> Known ft.o' deve “"pm*li* i Am.i* ¢ .n. * *
r *re cornerstone of fhe .la e . ecouop>y ¥ . *'h P
world class ~ nanum.v-e basin. lie .ml "Full:! % We rt
looking * Lu4 n .limn ruble feet of >in*mk **eat V
recoverol*itt r*sslVo::. = addition * * koow  * e e
Then* *  Hiyni Meant volutes of  nnti.td. wn.<!, .o/ i-nrn-r

Irwin desciibed a* "economically - ear. energy for A . k. f*
Itic Jllltcd StatCU. I'M Ifi'l wor|d m  He 'aid 'fx * *nw nu

lattoit are right”: time, quant it ice. anil »m* :-i" i. .
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COMMISSIONER IRWIN offered an historical review. In  the *70s
and ‘80s, he relayed, Alaska "worked hard and dieamed of getting
natural gas to market." Considered at the time were an overland
route, an "over the-head' route from Alaska to Canada, and
liquefied natuidl gas (LING). He said. "Frankly, gas prices
stopped it all - drum price.” In 1998. he continued, the
Stranded Gas Development Act was passed, which cotj'issionot

Irwin sard was a good Act. A the I gas was around $1 per

thousand thousand British therma: .u:ts (MVB*U). The idea
behind "Ire  Ac*was to work with interestedcompanies hr:doe
Mie economic gap- Five ’I'.jps s, ’e | appi <alien: n
one group was selected, and, through negotiations i diatt
fisrm contract war released May o < .non
*re  Ctoy*r a' lor. e recoil led. o "lo ] opi
producers esse:,-tally e.ir.-**1 tO *i-, c.-rtdei LI . rat
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s, et o i VoL e HA E
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eneryy yor ‘'nothing wo moving ftrwan.

VY ISSI'TNER JWFIN  re ... s Hts *0 [
Art |AGIAIi  Wurpa-red by the Ai-hk. r-ie legi i."tre in

with on'or / inala . * % la' 0 A A0V
JditClrage at' oxpi.tt: 111 const | i'tion @ |, titt It unt prpelill
'hiough an open i.nmfwu pm pi'mvs.* ‘Li* allows . orrpet»t mr,

n ex' hange lot ,-ommlImemc leg.'teii n At.A the ‘egii;lainte

ottered a package I induceim-nt 'Mu legis.aturo n.oiie tin
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inducements available to an AGIA licensee, if that licensee
would agree to meet the requirements and make the commitments
that the legislature deemed necessary to protect the state's

interest, which Commissioner Irwin said he bel.eves was a wise

decision.
1:12:30 PH

COMMISSIONER  IPWIN recollected that in July 2002. when AGIA
became law, the state issued a request tor application to: wm
license to be issued under AGIA Five applications were
submitted, and only the Tv nsCanada application was round to bo
complete. Commissioner  rwiri said he and Commissioner Pat
t:al"in decided  that TransCanada'unet present va.je and

.ikellhood ol success cuuici not be evaluated ia.rly w:tr.out a.: -
looking at :tietNr opt.on and ¢ »eHP.I'onoro™hilpf, "las'r.,

Iru... Penali pro;ec’..

aow IRWIN until roChnU'c .ed.i me. 1 itrit' a

oro hydnpenrbon reservesre.r..r wpieformed e«  oraei re .nake

gar mt .. the pr< lefts He stated '
teams wen counted on to independently  view tin  existing
...torna- .on and . < inopinion = iled the m wyr.ry
expertise «: thoae I'w IW 1, a . the v 'm f«

available to the iegislatire. He mmme |
ijj ,>jh admlni.ir.tation nol mu ' wudy > 1 1h«
.nrninacior*, bn: re make itself «nd.to mbsiltants a*aiiiiblc to

e.c.. legislator to ensue "light answers' uie provided.

A

C'MMIfniONFR  IFWIN un.d lie and foiitmi i"r.ei Clt.lvin round 1lhaf
the "path” otlined by Tr.insCanada imi «eiy -0 uuc’Cfedi  That
company presented § work plan that is technically reasonable,
feasible, and specific, he said, The p.an would <x ode the use

ol tretinolo<yy thel TransCanotla is ftnn.ait.,, afitij to opeiate
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pipelines in climates r.milar to Alaska's. Regarding the
schedule, he said, "Including the timing of U.S. and Canadian
regulatory  approvals is aggressive but reasonable and
appropriate.” He stated that TransCanada has the financial
ability to contribute equity to the project, as wel as to
obtain the financing necessary for construction.  T:anst'anada
has a strong record ot performance in developing otr.er large
projects and positive records ot .ntcyrity and busines ethics.
Commissioner Irwin said commissioners also considered whether
sufficient natural gas exists on the North Slope to fill the

capac.ty Of ItaiisCanada's proposed pipeline for if' yem' .
1:16:18 RM

COVK SSIONER  IRWIN  Iflayed that the conclusion made t.hiit
Alaska has enough natural gas resources to fill tlie Trar.sCanada

pipeline Uit :<6 yearn and for decades longer." He added that

"*i* ic true eve:. lhough Rolnt Thompson nat ::.i gas nny not he
available for any project riutlnq its ,n.'years « ¢ 'he
geo oyy . VI 1. o'
per: 'ei Inc. :c do modeltg ro aml. .atf whu' r rr S0
in j..nr .nompron. he .Jifi n'v rage c.g .: mu "' -/
are thele likely several m..iiori riatid.: t - ' == _.are »
ft. ol hintp: or.. bit there are also sevei..I nn.alrcl'. ..
t bariels i.l Oil  he fliert oneli 'he wnf w0 11" " ' o il

mi  Conservation Cowmissio* [AOtXVi wutks, and‘''aid.  ™Any

reasonable state or . ... e:gsi would want - .. s€roveiia r is;

Commisi-i flier 1 w:n said. “Whal we haveheel "Hi i ‘he pa ' .n«l
what we know loilay :« significantly different. We have .earned
this state needs to loni.Inie to indei.tar.il thing: lice awn

bails.” U* talked about being  tionest and It"1lry tin

legielatutel know when things have changed, lie fontihU'.u:

Now. let's say wc, as a soveieiijn, said "Wea...
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waste that energy; we will waste rhe liquids from the
gas condensate; we will waste the oil; we'll just pull
the gas off." Our problem is this field is called a
retrograde field. IThere arel over 10,000 pounds per
square inch i -ssure.  The experts say it we s'urt
dropping that pressure, the liquid condensates start
falling out; we can lit ally plug the field where
we'll certainly lose the liquids, but  we can also
start plugging conduct tvity no we lose the gas. Point
Thompson is a  remenoous area. Wo have a lot

liquids. We need to recover them first.

But -ot tte tell you.when that dew-i hit ‘'he gastirie
team, it was a shock. We mmedia; eiy thought, —w, we
hove a gasline project 1 wiiat are we going t" do'™

Ana we went back to the mode, tivt. We modeled

tlillerent  volumes  ditierei ¢ <t ms d It ’
sre:xm:ion.  Our concl i-.on: we ;nve s. Ircar.i r-
1 efe pruae ety | ‘he le'le 1 JI.t  erl

ifte .late. an! fur 'C "lasKa 'm.n«r g",' ea.i. -

anil o move iti.s pt" 1 'orward.

(VIS itMIOHER ~ IKKItl  said idtll e :0i.,n..y t;,* cornu- islottet

considered the ilain by ne pujoi No-t*.  ex(x prod.. er 1

T:anrt'ol’ada Cannot ~ucci;c'd biuaubi® Ut till 1. < »men I > | a

o ptoceac i wed.(t be Cmtml e irtes e

:peak iter witft  tuniaiinadu *if o omlti- o ai, t »e,

euneulrants nttuitivt wkotnei IS i evee L. what mm
. tig wnet the

Hptit litianr.Jny.  Vhe tomtt! unmet.t ten.nit Iten  In point
<laims against TransCant.da and it» attil.ntes areex' 'et"ly
weak." and mat the producers have 'failed to wupfK;’  r. .eti
speculat.ve theory." As a res.It the <oMu; i aurio “i ideil

that the risk litigation ot this issue "dors not present tin
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significant barrier™ to the likely success of the TransCanada

project, including its ability to obtain financing.
1:20:59 I'M

COMMISSIONER IRWIN stated that the commercial terms proposed by
TransCanada are reasonable. The proposal provides the saa'or
North Slope producers with several significant, mmmetc:al
opportunities.  He said, “They can construct and own the gas
treatment plant in the Nor’h Slope; ‘':ey can own an equity share
.n the TC Alaska pipeline.”  Although there are project risks.
he noted, none of them ate -ignis; ant enougfi to outweigh the
Trar.sCatiada project r likelihood of sircees. Natural gas. prices

are nol likely io climb enough to miKi the pro.i."C. nheconeir.i<.
he said. Fui lherlkofe. he relatedtha* thej.sk the' ''e'e We

inoigoi)icanl rdilOurcel voo ‘mrtf o ' 1ele 11 v< post'd
pipe: me & ..a. e Y 'PJ O tn>) * ne W', - c.ei. ..
tf-at ehe . .ite . current i. ror'. >ite a.:1 ellow iitnpii. te.i

that dove jp Noit.h ;.Jpc g. .inu etot-ape’ .t m.-'-"ahala

pipe, .he edll. 1di tI<, T plif;,C

COMMISSI 'PER  'PI'SN  r.tatec) that IrinsCizu a l:«

-able will I' V'fep, wwtroi pfl m the And ir-dergi
iloVermr.i .tr .. a In- NTUQ. v» Jpi pioOu' uni
TransCar.aaa, .Md * clon-ii end **  nifids  likely *o
mir/reed.  He i.ueii 'tiit tie legirod ire hat "I,.+p. he.
rhvo igh oilier  ‘iierent-i". " help dirt< whet lu.
Tratu.'iY.runfa't pipeline toop'isal max:it, ret- beneii*s end in the
Perl  '.ftetelH il tlie Jthe the i «4n -oner: le.t fat !l
ino’oet opti.iris ..eeu-deit to :  tie noted ‘fiit :utei ,h
tit™ heeling e.rhed'ile exprit * wn.ii! ii'Stll,1 le tieid. ACtii .1 iftit

Notill Slope. eh hNI; pldlit " Valdi . end tin- pioilutoi plant

lie cotitiinted i

Using 'lie same assutnplions wused to analyzethe TC

http://www .Ilcgis.state.ak.us/basis/get minutes comm.asp?hse=H&session=25&comm=R... 10/23/20U8
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Alaska project, all tNG project options resulted in
less value to the state and the major North Slope
producers.  In cases, it showed clearly economic, but

all cases we-e less than the North Slope producers’

route.

COMMISSIONER IPWIN said that although an LNG project would bo
able to tap the higher prices rhat are seen -n Asian markets.
the INO projects have significantly higher costs. ed thus
result in lower market potential value tMPV) to the .ru'e or to

the major North S!-ape producers. He m | he and Comm's.- itmer
Galvin old not find comparative benei.t? in either «. no o

costs associated with an NG pro.eitt ~ He hidhiigt.tei ‘"at »"e;(

' NJ had dnmoratrated MPV  e.omparali < tm’ I r,0
TransConaca project, the LNG projects would st... not ni
preferable the Trapsfagatia in. e i} ftxp) i. [

ahalysi ~ 'ovoals that the LNI! pt j t- Lav i tife tuw'i

dke.l.' .1 v teef-'  compared o X A a-: to ec'.
yoirder ©  he toiil jliticd, Will hite  tv.gie t :.tilc.r-u Cete.
cec Mol iUt <ta el AUt *,0 7 ck* P

oulrip.e ind tnt.riert . treeirei.- . -in- e . t p*
o, Lig| j-1t . i it J .
sale oi .u*jlr.l tor. lit* suit! it o *m t cun*
chu.locoes and *h* Lrr*l .iNe | A mit.
It ’le Aian irarkt*l . "hell I ;o LM

Additionally, the IN1 pro*ect w I: signtn*«it r.sk (! not

l.e.no |a ***ted ‘©expu:r ‘hi gif * .*7 ;flroiy ..iitot n A n.
do cited, I'hrtli n e eat ind evident ie.t. I::7* netl] that
type ot ixpoi't licunire. part-c,iai y «wo dm tltivt »ney

gninti ti. *he Ittuied Mates to 'he Lowei Is  tii*'
1:*'mi2 I'M

COMMISSIONKK  1KWIN .Mated ‘hat whet "t.p.ired in in e»e| . mh .tie

pieject, the over lami gar. re proponed i an. Canada provider

http://www .legis.statc.ak.us/basis/gct_ininutcs comm.asp?hse=1l«&scssioir 25&com m -R 10/23/2008
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an opportunity for a successful LNG "V line.  The big line, he
explained, takes care of the upstream gas pipeline plant, as
well as a big line to Delta Junction. He stated, "The door is
wide open to someone who wants to come in and do an LNG
project."  The Ilikelihood of success in an ING pioject, he

noted, is greatest when it is constructed as a "¥" line.
COMMISSIONER IRWIN stated:

The dynamics of a piooucex-owned and operated pipeline
are very different, as you've heard in "he ast tew
days, than tnose ot > thud patty owned nipc-i me. An
entity that  produces natural gas and owns the
pipeline, like ihe producer project, earns revenues
through sales oi natural uas and shipment o1 ':*
natural on .  -luen m entity .. : j neres=.i:.y as
ur '(keej. Co: . mom ihe.l 'ha’
.pie
Court.  If you oan ‘he pipe.tre ani e -nsry a.?

fave lealran! ‘hat a: the way 'Lrough re

trial. V'l jray yarni'll)f if you re he . eeq.
Piourcer. J<mm upstreui: prod U oan e:.e rtpeilLO.

we hfv. nee:;; we tv h' r.uh'-f o u.ff ml W pal/

"he prueiui e Weee *mu . , Rp s o ¥
pgl out a.. We tali tie* to t pt" ' myou reel: oh
the Chart*: . WOL0 icmAnlre ell* tX|'Irre (

e'ale fm ::lire eyne »  I'Jh mdh

oKVl INK MWII =m' hueu;

. ot ‘o a remm niw Vet
explore lor and rleyeln'i «uidrtiur>ul *m i**e. .t
such time in the pi‘odurer 'a lemphii .. on 'l :odar-ei ¢s"

njncl 't is necessary to nmuintain ihippuiU volume,

through the pipeline.
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Now, we heard a bit of talk yesterday about. "Well,
they might want to go bigger; they might want to move
gas from somewhere else in the world and do their part

here later." A pipeline company is in sync with 'he
goals of the state; it is not necessarily true w:v a

producer owned pipeline.

As che state, as I've mentioned, has experienced with
[the Trans-Alaska Pipeline System) (TAPS), comb « ng
pipeline and shipper responsibilities can truly a.se
significant harmto the state's interest.  Thin s
significant. For many ol the same reasons. '
producer project sufferr the risk ot being stall*, uy

ant: trust challenges. It's rea.i'y

COVISSIONHP IPWIN stated  'lot AIA eat y wa t>u guen *n
preclude the major Marts .Slope Jnan eft Iret on & mi
Spetatirg ‘'he n.it.tui gas pipeline: I* was te  bmm'hi’
mf ihfty etie it Vie.d ,rt at Ee>Nee | jiel  ftie
eenpo'ty. tatliei than at. nloyra'ed n. pjnilucet ax

compuny.”

4< PM
t'OMML"SIONEP  IPWIN .-.mi  were ‘..id negot i.itmit:  t t,scol
fund tintifl were a precondition i mo-n‘g lutwaitl Tt
protect. What an those condition;- Ve  tie Wiow e o the

condirions weri- from stranded gas." tie.a.d theadr <.ra‘iop
Jdn. .« roi.imm  “he uitpet ;t.ve ATA pt<im

5 lusive nenot lalions.  H  suggested the ,egi-.i'ox  oik
themselves why BP and CoogcoPhi 11ips Alaska, .nc. aru. ..eri tiw
pUt Hit of another y(t; pipeline pm eel Denali......at" 1t
the riming of that announcement. He asked ’'Why io they
running so any ads to convince the pub. it- ihm . a good

thing.-" He asked the legislature ‘'u respeitilil ly auk the
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following question:  'lIs their goal to destroy AGIA in the
competition, or is their goal to get gas to market in the favor

of the state's interest?" He said "we" tried to analyze the
Denali plan, using the same "12 pages" that the legislature has
seen. He related that none of the important cotnmercia. terras of
the producer plan are defined.  Furthermore, unlike Tr.'.sCanada,
the producer plan makes no enforceable commitments such as
adhering to a state timeline or achieving additional milestones.
such as applying for a Federal Energy Regulatory ‘.uminisslon
(FERCI certificate, lie said there s no iri!mimation oi .i.-ifls,
let alone an enforceable commitment to provide cjei. mme uei.
accecs. He said, "This makes their option, currently :esen eu,
extremely risky :0: the state. The produce: p an wi > eroO
""emside the AGIA process and may continue ... para.. - to

Alaska efforts. We i® t; the eompetit.ors :» area:

COWILS: IONER FW b -aiu .-orieot.e f.ggested mnu' . .t
save its CB> It 1iton, beicn.se the pitdu.'et/ are going to uper m

the’i it.it" It".[lionl P.us .nd dct. * need the -ea*e : .

Hate yr,, re been around a be: :*ul tm *,
money to: .:s ootro its  eteckhulOci<
incuvidual pay. their bonuses that would . :w '
|1 mH 1lion> t would pcepoie lLru* they Jeei Ih
jnti 1 can't speak lor titem ;t AO'A t-wis. the, I.i
in @ position ro get much more. but to one would 'urn

down 11120 milt ion.

CDHMLSSIONNI- .HWIN  said the key i: lor ‘'he rate to er e
its resources and start "moving things forward."™ He >ist.ed the
legislators not to forget history. He stated. "This ,:t.te

rudely throw out a bunch of companies and negotiated bet. nd
closed door3.  Regarding the v'dlU million, he said an .mport.ir.t

factor Is risk and tewatd. He opined ihai the risk .s u stio .

htlp://ww\v.lcgis.state.ak.us/basis/gctminutes_comm.asp?hsc=M&scssinn“ 25&comm=R. i0/23/2008
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compared to the reward, which is so huge.

1:32:43 PH

COMMISSIONER IRWIN summarized his

presencation, by reviewing the

following points: the TransCanada project is economically
viable. sound, and feasible; TransCanada has a proven track
record; extreme positive economics of TransCanada's project,

combined with the legal and political cot.text, provide lavotable

conditions foi attracting shipping comm.cments; and overr. | the
TransCanada project is  .kely 0 succeed. Exclusive i.un
p:ojects do not compute, out U "V iire is signl: 'ant a.u i ..
opportunity tor he state to "work between market options. lie
stated. The key for addinghe :ea' long term job:. fa:Alaskan.'

is a pipeline that encourages exploration and deve lopitcut. ."In
TrarsCanada pro -rt will not prec.utie construction of mfir-i. 1-;
p.pe. Ire.” He wmta*»d that .i anyr.te wants to era ,

A0;Ties, hi would utcourage them to lotlk at i Mtpoi®  :ye
One. which is available to LH-A

(CMMIk 'IONER IRWIN said that similar "0 ‘he fa. Xk % :lti iiiOe-l <L:
love I'pmenl Act contract, :he produce: plan n me qum.i-rr*l ru

He stated trot :e

continue ti advalU'M the Rieject.

Comm:inner Galvir.'s conclusion that

W,y * go He encouraged mme ey : .Cure *o 1n. del

la the :ight thing *o do f*'r the state.

i»34:5'r PM

le- run

"his is Blearly o '.«*fd?

COVM VIONER IRWIN .stated that ultimately the matte: comes down

to a decision ol "yes™or nor" He consirve-d:
Here's what you get with "yes™: company that 1
believe is tlie bes’ in Northern America doing
pipelines. It s a company that works with these other

http://www .legis.slatc.ak.us/basis/gct minutes comm.asp?hse
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companies every day; they know how to get gas .r.to
their pipeline.  And remember Mr. Palmer saying. "W
don't own any gas, and vyet. we have 36,000 miles of
pipeline." We get a premier compaty in North Ante; ca.
We get firm timelines to open season; we get iirm
timelines to FERC certification. We are clearly
moving forward. Mow. when Alaska makes a new law. and
in effect, by saying yes, you have told the a le
world, “Alaska is now going to protect open ac<- '
companies adjust, companies understand.  But uni., «

do that, they will rather defeat AUIA, because -ten

you get to the no ar.rwer .

what happens if it r "no*' In simple terms, last <tk
| said, "They own us. That ‘s w at you gi I' i<

no. We wi.. wait and nope they io *«r.eu:.:nj

understand ... they're u 't here because they
Alaska. rhey r«i hoie make money. ‘hey
look Worldwide it "no:: derrsnei.i..  Alosk.. ir
0 ,tmid it* loi what light  fcr Alaska
business. We have a ''.,ai path iiut i " tral,

subservient to them: they awn is.

COMM t tjONFP. IRWIN expressed stpprete> t :ei ¢  t.in-

legislature i; giving to mhi t matl
I;*6.54 PM

OMAIR HUCHIN notiwt that lie Jut ni-k ore ,t < ; ||
aforementioned Denali project “why they were doing t « . »
their answer simply was, "The piice of no.-."  He State hat
appears that in talking Wit.  ame '» Cr+ l-aola -1
matter what the scenario. the price ol ias it the vaim < tl.t

is tie most different
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1:37PM

REPRESENTATIVE FAIRCLOUGH stated that, she is present to listen
to facts and figures in order to make a successful decision on
moving aproject forward.  She said she wantsto know why the
Monte Carlo approach was chosen oveithe Wood  Mackenziereport

if best practice” is involved, and whether the Wood Mackenzie

report "was not using as safe type of criteria.”

COMMISSIONER  iKWrfl sa.: the administrat ion's consultants are
qualified to answer "hat question arid eou'd adatetss: cut ny

their upcoming testimony.

REPRESENTATIVE FAIp.CLOUGH Indicated that ‘the .. r..u" ,. .ut

told during 'his special session 'fa aur  .t*c m.oyy e

TransCanada a i Ito .7 percei.’ tr.fliit.o: s

Anchorage, the .'idriniatr.itii a*S cons,font.? spoke if . . pet{e:.

tiir mi ation f«' ‘or. q.est taed the i. r-y
CtvMIICE  MAIN I-Kplam 7 *uil v SK....... ' arke'
ljniita'latlo  Ire .p."i"iir otdel | il
mother "le . u'=Ho.s. ie i«

Jenwe wer' tourrorsul' ut I B

il. mwly. .r i Uif tany.,

system we cat) see ir< vactarnt be" "wto e

rose, and there s hundreds 1 -ems - -mm i

ot ter.. IUP hVo 'u be evu ti*ed rv wot'*!"’
o teck ail the permutations romrvlee.v. 1 lies;
...... wort- rase and that s wh.; a ... vnl- ytuff

i5) DV you "0 le  7mwas toee.pale ippl nl!
.the! was we  tlidn t, tloilkly let  'me iit
wat: rrust and wowity. Wen-le.iriwn'i LRI i.o

mat lei what ytu’io toed, trust .r*) ufiilyind i

why tile signitleant difference wr . our i*):.. uitatitr .

http://www .Icgis.state.ak.us/basis/gct minutes comm.asp'.’hse-H&session
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1:40:52 PM

PATRICK GALVIN, Commissioner, Department of Revenue. expanded
upon  Commissioner Irwin's  response by noting that Ute
assumptions chat TransCanada wused in its application were the
same assumptions used by all the applicants.  The reason, he
said, is because (the administration! asked the applicants to do
'a project planning effort™  to identify what then costs were
according to a single point assumption given to the by the
administration.  he explained that me adininisiret: wan nut
asking its experts to determine whatms would .t.e on a
particular day and decern.ne the economics from ehat.. rat her
lo look at the sensitivities arsesc a  number these
variables." he said tne administ.iat m: was tryis.-: to ' e« ey the
lerrge rsf pocu.o: lity lu the leg..-:.11 .e*. The Jtirl

present. tlie lit.iu-iattp” aid ‘".hen exp m

i oiiftd *nAr.

1:42:*i3 PK

REPRESENTATIVE FATRCLOUGH  said le irtii.TStan »$
sens tiv. .es. ru she stated ronri-ri ;0 the pub. m

rhroikih ttie tticdia. i : an ir,-cCp:L Jmin.itimt e+me pen imf

cnpt it.i . ition factor wversus a 1 percent u>t ;te.it. i%*-m

S e .egi. !t .ie n'ue i ) m
construct let: cot-ts have been risinga* clear ' . pel « meveiy
year for the ,isr four vyears. She .an 29 yoi'le >mmi
mhose toggles. we need a sense- it seat ty on where an

coming tiom."

REPRESENTATIVE FAIRCLOJGIs asked whetticr tne "Omw»i. :n>r:-u
sent a letter «f inquiry to slie Alaska <1 anit *-n t'o.g-ivir egi
Commission |AQCICC about "what could be ext racietl mi‘<" 1'i.ilhoc

Day." and whether there in an answer related to the . bill: n
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cubic feet ibcf) amount; that was "presented in Anchorage as a

way to make this project successful.”
COMMISSIONER IRWIN responded as follows:

We have asked, and that is not complete, but from ail
of the information we have: Point Thompson ... will
be out for years; Prudhoe Hay will be available lor
draw down. ... All ot our expert advise we've been
given is:  we have the gas resources to iiftke rus

project happen.

REPRESENTATIVE EAIRCL.OUGH noted that Commissioner Irwin has nati
the TransCanada application in his possession since November,
sird she asked him when he asked AQGI'C "how much you noi.ri draw

jowii toi your economic analysis."”

L'OMMIJIONE-  IRWIN .a;tl he dues rm clint -.1mtb ’
nand.
CliMM -E'ONER  GALVIN S, .lied belief 'list *h- ..n|..;y >a.

s'ar’ed a yea; .wo, altei t AcIAbi.. pi:sed, ttecaunc > 'lie'
ttnio. the issue bail Suvraced regrtxniig potential or:-take.
Cont .i.i.at efforts h.v/e beet, "m* to 'ly to leteis 'L*

said ihe issue faced ay i. s 'he :jici e Acxirr ;0 e
update- along Ile doc:; lull making IraJTIOANGrk where chuosc'S
wh.i' the of 1 take Should be; .t all adiudlicj: I\ body V ¢
merely ijrme , i yes or no to reque/H. :ha? may come i he

<or.l .nuud:

And so. Che oxoitl.'ethe* they've been so:i

undertaking :s piov ling « WiU. . the riroi# ot * it
they think may be with.n the jm .il .lily ol what might
got a yea Vote, but it would be b nod upon the regie:’,

anil the data ‘'h.ii we." » jieserited

http:// www .legis.state.ak.us/basis/get minutes_comm.asp?hse=H&session”*25&comm=R...
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Kathy Forrester, | think the current chairman of
AOGCC, has spoken publicly about ... her comfort level
with discussion of an off take in the 3.b range that
we discuss in our finding.  And i<, that's, I thir.k.
the furthest AOGCC is likely to go before they get an

actual application.

COMMISSION IRWIN added that the producers, with their proposal,
certainlyfeel comfortable that they tan move forward.

Furthermore, TransCanada really understands th.s .ntormation"
and feels comfortable to move forward. He staled. when .t
comes close to a gasline ically moving foiwairt, the exploration

we'll  have -it this state will significantly increase gas
availability.” He named the Wyoming ano British Columbia charts

as examples of 'hat growth. He adcied, "A;:c don’t forget, most

of our gas is found in oil basins, no' in re go. has us.

1:41:01 Pk

D> eer e m( »t -he . (1rmj - >
eval'io' ion on the licensee tieiofu iro «*, a a. . aid
although she ran appreciate hearing " %o re.o.ri-.
producers, me purpi.an ot the leo.r Iss i r , 4f

out why the adnnmstiaiion is suppolt'iy  lairtiisCanada

said TransCanada nas convinced hot that .’ cpjai.l e<;
,ntioit ixe i g.i; .=m project. Acdt’” m y. ho .<e.l the
administration has convinced net that t lili.oii ,:abi.»,ty

a remote possibility.  She clarifieu  hut whet: dot. * ' pea
is spin  telling me when* piotltltt. is aVei laitit*. 1 [liltl lid: .tied
having beet: told by Ms. Forrester tlt.it AOGCC was "dotting ready

to retract a previous statement that they had go available.”

She continued:

Aya I, 1 Ju.l wnl.d ask everyone whn : (neS™-ri* y to

talk about the project that’s before us and not

http://www .legis.state.ak.us/basis/get_minutes_comm.asp?hse=H&session-25&comm-R... 10/23/2008
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throwing darts at
anything about, as
the

don't care why

forward;

"This is the next step for Alaska."

behalf of the

a project
has been said by the
producers

1 carethat this

people that

Page 20 o f 77

that we don't Know

producers. |
are moving a project
administrat ion is aay.r.g,
And 1 want to. on

have chosento ptic me Ir. ny

seat, make the best decision possible for Ma.r.a.
And so, it is important whether we have gas on the
line to go intothe ine. ... [I'mnot trying be
disrespectful; 1 want to be nb:e to push "tie g eeti

button and vote yes for .... you re present ng. t.

please tell me why we have

gas Irum outpositron jo, S

forward and not about other people

A9t PM

COMMISSIONER ~ 1RMN expressed

apprer ration ot Repre .-i.tu'-ve

lain-lough s nt,.dy of the K mi i« foe A e

heat t'e facto. M said his intent ' convoy rp.
but tr>convey. ftoti his position, Why tie fe, . A.arki . meugl
gas He exp.lined that te rlae-h other L. liit < and
‘.omitissigiu'i  lalvm had to address not'..no to the.: prei"-on’
; because he think; not - me N R

think *re lienali pt mmee. neter t o fit e
hiding information Ironi ** -mi. lot n:c.

rjG:" PM

CIAIK 1IItUCINS requested that Commissio 'r  liwit. provioe a ':sm
aid rhat  shows iifk >nincurion rc luted "i the ft .Cat,atm

ptoject tme ino and dec

weli-eXirg priiiey;  .mil ¢ in ldr

downsides or rwti.t'ts, not i-jut ™I positives.'
1:5.2:09 I'M
COMMISSIONER IRWIN said he thinks he can readily do trial with

http://www .legis.statc.ak.us/hasis/gei
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the information at hand.

CHAIR HUGGINSclarified for  those listening that

he is

requesting from the commissioner an overview of risk allocation

and "where you allocated those in your consideration."

requesting that the commissioner “reemphasize that

through the points in the documents.”

1:53:34 PM

aswe  go

SENATOR STEDMAN  said there wasa reference made not only by

Commissioner Irwin  today,but by other presenters in

the last

couple days to $10 billion "on gives nom the state to the

ma oi oil producers aider ‘heprevious .nimirrst ratior. s props.. ,;

n ttie Stranded Cas Act." Huroca.lud that gm'e a tot f that
calculd*-Ot  had to do with i -  Doreen* cap.tal credit
riiked i! that is correct.
;54:J4 KK
CT(IKK. IN*"-TRWIN terpor. le I thuil .. >>7 "'-N:o , ...no - i <=
del iriod ine the iconlino mpori. lo i n orcit'Oer.
amount of billion specifically *'herai. when wo mi.'.iite’
thi.: ol Von we came up with H ' hi | L I'm w lf
Eon cnf. '
1SWjPr. PM
KM . I' TR GAIA'IN el lured luitt.oi Iitition:
Eton One at tr'etime. .a they aio W e.u *'i<iiin
toi ‘lie ipll.:iirlire .UO [on the elltill* tl Cl.riys.
ul Ifur (~titiactt Alio thal wi. he *illict '.r' i;
taste ip with. mterms of the vnl .0 the prr i er
under the existing er.nric vor rno value "tin
l.r:e.'l under whrtt way | roposcd re tiur mo' miat t
1.001ti PM
http://www .legis.state.ak.us/basis/gct minutes comm.asp7li.se ll&session
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SENATOR STEDMAN reiterated that part ot that

do with a 20 percent capital credit, which he

currently.  He remarked, "So, ... I'm not quite

t’tjht parallel with those numbers to what

today is even a legitimate issue to have."

COMMISSIONER GALVIN said he agrees

does change when you con,pare

continued:

when we look at the issue today.

Because

recognize is tha' under thatanalysis there act

wa:. a gas production tax that Was based ona

rate ... in die neighborhood it. :think

tnat to, feu example,

i  you compare

wliar

m.e ACES

Page 22 of 77

calculation had to
noted is in place
sure that a

we're dealing with

with Senator Ftedinan that "it

it with where we are today." He

we

.y

7porter.".,

end

reoult jin :e going \< end ip xi'l ptnbabiy - large:
r st that =10 bo associate,: with *m rru.ided s,,.
:riic. !torn whti' we have ptuce 'nday ujm ‘he .

lil 1J.ul..  Aid we Aocilted « e 'So it L.

because was +ho ‘ismfioi ti»:r tw  ..itljcu-nr

ite. itazcl o loil -y |t ive re .n.
"ONA'tA ITKAXAN.  :run ‘hr,: The its et 1 deu.-"itj
U-hini .used doer-:  :eco. *tod. "*e'' jundoj .. "was i
u, . |, ".rr that o n't u -it: oUeti ‘i, ui.d -i! inutii.
ope... "
COMMLi 1N IKWAl! Tulu :eh™'o [ tie. 1
rtil M
mNAlit STROMAN, regarding RRl«'u tii'oo sat gie ttgil >m
a reference to TAPS. He said amajority  ‘lcgiyla’ is tvi
that it would Lave been n.ce .1 .he ; at* Ihid been i 1 ho''e'
position dealing with TARS over Itie years. becn.se i .a, are
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concerns regarding Che tariff. He said, 'We all understand:
the higher the tariff [is], the lower our net back to us as a
state [will be]." He asked. "How correlated is the gasline to

oil line in dealing with access issues?”

COMMISSIONER IRWIN replied chat the two are not regulated the

same; "one is common carrier and one is a contract carriage.”

SENATOR STEDMAN asked 11 that ;s a substantial difference, one
that the .cgisiacure should tune in and pay attention to. o1 it
it in just a minor technicality. in which case the legislature

could o1 .y have TARS ;o0 think about.

COMMISSIONER IRWIN responded as follow:.:

'rea actually much more impuitan’ my i.nd.

pipe, <« in tli gasline. In an r>.line, . . if 'he
Fne r t iuom mar. be Ildi I -

Il ipoltiolta Il ha dn he, A
rer Lrii » nide !": rhe new .ndiV '.Aj. 'ha’ |
er 1ifal s ep.

llie learan . in'i'iir”ed 1APS i e'h, I'-* e ”’

t(ie tul.1f, i .U, del™ lit' "he mm ¢ ST e
full. IS Ohe 1lall .sn.e fetldd ' JII i/
exp.nr.i; . but .ilsu wfe a ie : wro’

Lo J't oL AT T MLESTT e uQtd U
curulor fvinrer J > h * n iji.* khmm
p.oducer whc- wpt . . B i.;i jok5 = you hav.
upstream  pefi)-. who owns : ne ‘hey we
indented, a a fripi ne Company. poo oW ee M

be. auSe at the end mi rhe yea: 'he tXlta hifittS
paid g. bark ... ro "he pioduc*'l» If it"" a pipe),
company, their ittcehl.ve 'is '« keep :i ‘ow lo: ew

oxplorotion.
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SENATOR STEDMAN offered his understanding chat this matter would
be covered in a few days by means of representation of FERC. He
indicated that future discussion would attempt to answer why.
for example, ExxonMobil Corporation does nor "own all the
pipelines in the world if It's such a sweet deai.” to said it
is his impression that mid-stream players like Tra-.sCunucta
concentrate in building ari managing gaslines in a regulated
return environment. while other companies So; .istame. HR w
ConocoPhillips Alaska, Inc. - enjoy the arena ot untegulated

returns and seek higher rates of reL irn than they wounf get :n

an jnregulated pipeline.

15 P

COMKISI-IONER  IKWIN scl'uco J . »e
company . .lce FxxonM n:. “Viipora'i- n toeRx !
maltin'l t'Ot.-y no; " lifce y 'I.icne: Te < e 11

pto it'3 with uw rates ut re' .ri wii i< olors> .1
rr.;-.ey other places to act 11.(h i le*

m . M

L-NAd r iCTBDXAN recalled that ffomr; ., Te: I« -

I he ieu si « .re doer *whadopt Melz 1 n  lewde gy lLe
tritei  ma.ll ompou i i~k 'ExxonMobil .aputut.e>n <. >
Cor.ore-Pa;. 1ips Alaska, Int. w.l.. in ntic t w

that n.h:e<iuenvly he hud said tie late w 1" - ibciev.ie

[host" coir.pariiece  lie stared rhaC | - per*,;..ii.T loe; = .
with the* sent imiert. He ...id l.e nu: two * peup.e h .
elit 1% IriC

1PMMI '"ONER IRWIN clarified Mint ho 11 o' tnlkint)

indivitUa. legislator, but rather .1 calking al» cntare.

He said | e slate knows that ita Oil piuduiia, la de ... .

la predicted Mat Alaska, as astate 1z gtilhty T |
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increasingly desperate to figure out how to pay its bi.is. He

emphasized:

When you're in a desperate situation, and sotre'.ne
comes to you and says, “lI will get your ga3 to marret.
but you need to help me" you're position at that :me
is much, much harder than it ;s ioday with he

competition we lre seeing.

J:0M:0S PK

SENATOR STEDMAN issued a reminder that roughly "n.: < :U
stat.- s tax is coming from progressivi'y. .. which  "ne Kim
admin.Stration didn't ire, and the . utent adit erat <

wanted to lower." The legislature is the entity that rood up

‘or lIprogressivity, .

W cripi’omol .o t: stale ... J a* - o
listed whlt the State Wwld gain » esc it . ft I* P
lian, eVir.nia . ihseguereiy in m» nl* o ' oomm

says no 'o the state.

- it: <11 1M

CdHMJSStohtr  11WIN iespnt.'iod, "That : why \ rclt - Jitn
AdIA 'hat we develop pa.:r .per. season tow.,in test ilir,i*_ H
el tried Sutihes dctai *d, cani.ding ‘hot 1 . y '

¢)n ;ce e: the company, but he tr./ns, ration.t. campe:. a Ww._

pai:icxpate.
1:1)8:10 PM

PKPHKPKN™ Ai JVK HoliK*: said he would ..kt remit clone i IwW.n

slate lui the public t, benelil, wha* Ala.mi may .atu « 'O/0O 1
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TransCanada says r.o.

COMMISSIONER  IRWIN said the biggest risk would be if Alaska
bails on TransCanada, in which case it risks S875 million.
Furthermore, he said, the state would lose an open-access

pipeline and basin, which he said would be a tremendous loss.

REPRESENTATIVE ROSES noted that Commissioner Irwin had said he
is "relatively comtoi Labie that they are going to come to at.
open season and that they will make a commitment."  Regarding
that comnir.ment, lie recollected discussions related tr AQOCC
that "what they recommend be taken oil" has a direct ipac '

whether o1 not the pipe will be built. The amount it be:

determines noi only financial success and lie . ib...iy ol
l.-ivestmei but aikKO has n direct Impac whether or no*

they're going to be able to get 'he f taii tig it .adet '« be
able ii wuo the proJeel.”™ He said he heard Cuitntntts >.mr *w.u
say mis morning thrr he is not con'uterine "he uudiscovered
iha' »i  Dbe tpausir On through evle., « ut it-fe a, red “How
going to e able i «knhu thus mow . wid.

indeveiopeu, unteund tins when they go to try te get money K

“iraite tLau. p.jie,ile TbA"'S a :peog.ia’ r >L't. !lIn" 10 " |

| init cotnsu rnieti" .

GOWISSI'IKCF  "FWIN b'"l yticetl :ha' becau.-I* ot tir (@'’ ==
the basin. .uni ill addition to f(.e lutue  wii KU e
lllat J has made tie liei : i» lietl 1. o}l pe. hi'

t .. wHth till! link to be hfl" ‘heer t.li..e i

I think I'' important to < mhat we have .sketi

and have "lie money thrr. igh the .owin.: icqtu- o
I'hioggti the I<miillat lire hat  wewi** ill. ee
modeling Prudhot? hay as wc did Point Thompson.  We

need to know, and we re pursuing, those insues, but

tile very best knowledge olour team - the experta W

Page 26 of 77
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feel ... TransCanada is voting - with their talent and
with their money that they also could go elsewhere
with - ... that it's worth being here and it's worth

taking that risk.

REPRESENTATIVE ROSES said the legislature has heard repeatedly
that what drives the economics is the commitment; therefore, if
there is a lower commitment than anticipated, the only way to
build capacity is through “the proposition of the undiscovered
gas being put into that pipeline.™ He asked how much the

economic specialists with whom the administration has held
discussions ate willing to finance based on speculation on what

may be put in the line.

COMMISSIONER IRWIN replied that the determination was that "it

can be financed."

COMMISSIONER ~ GALVIN said this issue is one that, has been
discussed in relation to Point Thompson, as well as uoth the
off-take and total reserve at Prudhoe Bay. A 4 bef  line,
financed over 25 years, results in 40 50 tcf, "whether you're 4
or 45" He asked, "We only have 24 known in Prudhoe ard 5 oi 6
outside of that outside of Point Thompson where's the rest
ot the gas? Are these guys... betting on the come?"  He said
the answer to that is yes - "if they want to assume maximum
profit." He described a scenario in which no additional gas .s
found oi nobody else finds additional gar. that "they can sell
their capacity to." and "they end wup with unused capacity as the
Prudhoe Bay production ends up qoing through its normal
decline." He concluded, "They'll still make sufficient profits
on this to justify making that investment, even it they do not

find any additional gas."” Commissioner Galvin said that was a

significant finding.

REPRESENTATIVE ROSES said he is glad Commissions! Galvi; brought

Page 27 of 77
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up the Point Thompson issue, because he thinks it shows how

"that point and that field plays into al) of this.”

COMMISSIONER IRWMIN said the administration was very surprised to
discover how economic the gas at Prudhoe Gay is. but he
explained thar it makes sense because o much ot the development
is there already. He said he suspects that when individual

companies, such as TransCanada and others "look at that." they
know "there’s a tea! strong foundation to make those risk

decisions.”
.:15:43 PH

COMMISSIONER ~ GALVIN,  ici rospor.S' to  Representative Roses

previou.- quest ion teqarding what he ! s< *o tie stale would bt
it, during open season, TransCaiiaua decide: ,t w, 1 walk away,
offered two answeis.  The first amwe: o:.d be deternir. d In
insweting wha* the ohl .g.i* 1(lts. *r to ,.Gatk<iiifi'. "ikeret .n

it- appi.cation a,d what remedies ate u.u able 'a the ’wli

e-iLit company should hi-v,:. * o

[

happen, he anid, ir Irtaia wouin ne : <k .ot tinf a l
motley, but aito a., thr w*rk pi, tui™ *he tripoliy pto7iiiwiJ, and

i " rblo to ‘puisne i;he: :u,»i.,’» r.li.iile w

ritiict, . i util;  tier Ir
lio::.ti d out  TrailsCaiiiil,'. J  J.SI,." ."ir.t cwiaerv.al rt<f -n
| 1 m pi o [ R o 'he:

ln ,;ve ,p to tlie:l oldmul .or-r.”

COMM. 'IONKN i"AAIN. regarding :inane'a = expijsuii > |

the state wanted to " ump ol I ol 'he A-IA 'latx arid no in a
different directi in." .t jiripro *uni ~ fi recorin. ™ that *:eb-
darnngu exposm i will g ow Ji > a: m expend:tuies thai art

ail.rally made to the pro’efi tltow. lie onlatrued;

Given thct it s tied to the TC Alaska oxpenditun
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separate from what the state reimburses them for. and
after an open season, as it has been discussed, ".he
expenditure profile changes to 10 percent stare 10
percent TC Alaska. But that treble damayus expo, ae

goes down as well; they're expending much slower.
At the end of the day ... Iwhenl we get the +t 'st

certificate anu all the money's been expended by 1
the state and TC Alaska. ... the total exposure to 'he
state. including the $500 million, plus the tr<n e
damages, is ... $875 'million). 3ut .. when we tel
to an open season, at that paiticular point it me
the state wi). have expended out ... . million

ot the ssi'rr.illionl that's oeen protected, tne

'u ge* to that point, and *.r trelile damage exp . "

been three time, the ;  AmM s0. ur 0 U exx
A that poirt is  r.ilio;. across la* i
"mi A over/th mj "hat ' e " 1hfr

g; *; tll-t oft and 0 r1 LWl catxdg &iCj: .

“hick .".*si .mpoi»one for <m :t < it hom* t
eg 1. latorft here fide; Staru Ibid  we
.Tittediatel v yet ot; tit* hook let out 'L* million

.0;.e tv*leu Hit lot, .it «:iiee ritter the . . = d»*ri'
. 1iB: > ES

I'i.PrF "SNTATIVH ke: E lined hi-  id«i.r.;dlrg f t
tLx< *it*I'vmd-i v 'hire/.. »m ‘tate . . mt»  i.il. ..
eiiipiliy only it a mtidiyi > deterwineu that-te pt <o’ omy
eronomir anti "hts the romimny shot > o *w*> beet . Wl m

ik k- Ot .te font.

QOWHIIF1IOAK tIAT1.V com irtio! that t'etofl. Il <& lyell
aljo theie wes trjch debate to dctcimi,.e when a project ., .itl"
deemmed itiecottomIf.  Vatinun facte  uj ilito tne ieterr o.'jr.
lie slated "I'he wolid would have to Change dratial iGdi ] [o <

Utp://www .Ilcgis.state.ak.us/basis/get minutes_comm.asp?hsc- H&sossion
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for them to conclude that this proiect is uneconomic.” He

clarified that if, during the open season, TransCanada were to
conclude that the project was uneconomic, then the State of

Alaska would have to seriously consider the project as worth

pursuing.
REPRESENTATIVE ROSES stated:

The amount ot commitment you get for the gas is going
to determine whether or not they get tne financing;
whether or not they get the financing and how much
risk is involved determines the interest rate that
rtiey're going to have to pay on *hat money.  So. ever
though you say thnt you're go.tig to have poop ¢ it
thero that are w*lling ft finance on the speculation,
the .note rporuj.i*i’e s, hr hghr-r *r»- . e*
tho highe- ‘tie .i.ift, m  ":e tl'lher " 7 tie
nigher ‘he cosr rave economic iieocirer .

*:s . ml tn tuueltuu wnu, L), Iru et

nudence Inx m ta.kirg ohoe wn'tt - -

campani f~ w 11 "ow'mft iy . dv...ar a for
el Ccp 1" tWill 1 ¢ Imad
ir,r, we i- goar* C "Ojtivi0 ntfia. igot ‘e
drilling it he uhie 'o till Mt' pipe . ai. '™
to ihe eciuomirr wh It ot  withe o mm 't-
go.ng to he i wipe, i'ie tital w 1 ~ottcorr it P -itie

that wt.i t.i.i. All ot rhose tty,.mCA r.-iv  gether
I'Veti trough LIl appl t to I" I'palat™  WI

“ijMd ¢ IONTT' IMWN said hi|....out r ."e Hf. - apse.ute.y

collect, tie continued!

t Ilink the top niphi-r that were it r Bk -n

meet ioned inf. fii depends on  sj.iei.ding ia "
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obviously. We hope it goes faster, ... but on what we
anticipate, that 166 goes to 2007. The next year,

36. I should round these off in big quantities:

660, 72b, and the 373.60 | round off to 876. Po,

yiveu you an idea as you're asking the progression on

it.

COMMISSIONER GA'VIN clarified that the- information Commissioner

Irwin was citing was froi slide JH of 'he commitsioners'

findings packet distributed a couple days ago.

2:22 61 KK

RFFKFSItNTAT1VF CAPA expressed concert: <hat n waiting

end ol the 60 anys oi the .n.bined special sessions,

legislature ray ileln/ tie start; of a at.il iiie.  He ..sec

cwt'i. iin:tohrfe by w el la'> r<  ogiulatioro w .o t'ueU

:t. oilier riot to .-1*, another ticld

mjM - RR - IMLL, "4 wmll fwe 1".1 idl i

i 1o tfheri.. e o I hi. app. e m
because the trade ofi A trie .ust =. «: "l =
[e.a:.’. ft, lejuyed thrtt yo.-'erclav eelnr- . K. P

id, * decli‘iob war. tAbe .j, t;:y Mia is .ill ™

.~lit.  Falnun - knowing now chat a n":
. i~ much ntite vali.abie than knuwinn |

lor. ini,.. going *. no frasie lint :IA

COMWOLI'F rfty’V added. Wew:ii L upl™"
we: k- with TrtjiisCaliaoa and real firm with M. ilner J
also speaf i i lit. company.”

REFRFSENTATIVt UAFA eqtiestod . follow in in  wi-i ir.g hmi the
connussioncrs  sho..ing tne lotlowing: when e vote w jli

tune how much tune might be suveo, and "When  knowingwhen

http://www .legis.state.ak.us/basis/get_minutes eomm.asp7hse-H&session-25&comm-R....
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vote's going to be would also help.” He said then the
legislature can nake a decision. and u wouid be encouraging

that decision to happen sooner than later.
2:26:19 PM

CHAIR HUGGINS asked the commissioners for the original objective
the administration had in bringing its proposal to the
legislature, and when that actually Happened. fie ixp:c.ined that

he would like to “see what ’s happened *n the tine: ine.

COMMISSIONER TRWIN said he believe:. The di'e was in Apr .. Ho

continted:

Understand when we had the issue oi cseterm.i .ny the
LNG contract was not complete, we understood we would
bo delaying the project or +he \ nel .es. 11U we jnt
determined ;i war, .ibrj del/ n,". eo ' » m.d

romo no the legislature tujd *lactir.d al ow
n  detprtTVinn* Without  r'Vnlin *he iMe
ptiuns.  We felt. I* Was appropriate I'J do that and

i also i€qUiled 1ime-

SENATOR GREEN  .huted that - doer, vatr .mv " ‘mru-K “hr
legi Ifil-ii'r wu.Id .:i «fly Wiy drl«/ hrol djget *1 "X
ot afiyoit* . “o0 PChinned. :- uUti s "l o "R
extensions’ or.  'Wro:rforhps, -he opined *ha*  *he

bat* been [Itittfrrigh’ )h  »% amount of t.nitkteine % % .

hearings. She indicated 'ha- inf notation roqv'.“cd by *m
.ecj;slfitm e wai neverreceived. he stated, * o0, | <« t thik
we'tr at a point where we rimj !'n t*xpod«te our f.ear intji <:ghi

ot the schedule we've joeu placed on." She said she thinks the
legis’laritrc s reason forhaving these hear ngs m not only *e

get the legislators upto .speed on this  sswe, but also to
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ensure that the public has access to all the information

available. as well as the opportunity to testify and ask

quest tons.
2:28:30 PM

SENATOR FRENCH, regarding gas ownership, said ne knows a lot of
Alar'-ar.s believe that choosing TransCanada as a pipeline builder
is a bad idea, because the company does not own any gas. He
said he would like to know how many miles of existing pipelines
were built by resource owners versus’ pipe’ :e rompnr.ie.v. and
whether (ugher gas prices shift the bal* o arui make pipeline
nstruction and ownership nttte attru'-tiye to , res

or whether the regulated rates ol iei = uJway, vr as a
disincentive to a product onend ex>>oro',ion company  when

comer- to building pipelines.

FENATOR FREi.’H stated chat tne :ior”ii .-.lope separate and

. dated bar r. .. a. wed:

How wi. 1 the turt Ilr ii-te will m.c.e.y irnbal.y
only be r.e lube o! oite la' t.pelirt eut;-no
ut .1 that Da.i.n to hi:rg ’hat gar > mutkor ... Jeud

[

In an' i tins" pioblcpu. flit' Id ‘lie pr.irimeir elect 'u
band the pipe ine ... paitlcui i.y invert ‘hi.*

the»yeve cl.user, to .poi re oI's.di  the fi.ii’ewnik

Ad| 1
MNATES IRVMWIT raid He w.llit .ice Thr af.i'Al % ga’st »m
Fado <IV.i.. .e to ovoiyU.iiy : resell*

fOKMIStSI NLR cAeVfN raid uciiatoi Fieiul.'j tlii*. Jetot o c. '. Li

would be answoied by "the v .ks  who aio ..rtutiily inihe p,peine

In. iileus, w'. le h.s antl "r.m quiinliuii  would bhoto <  lhy

the rtdiiunistration'; legal counsel.
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2:30:50 PM

SENATOR WIELECHOWSKI, regarding availability of gas and gas off
take, asked thi commissioners if they put any weight in fie fact
that the producers put in a bid under the Stranded Gai Act and
are now preparing their Der.ali project, which is sini.-r to the
bill before the joint committees. He asked if that lives the
administration any sort ot confidence that there is enough gas

and gas off rake available.

COMMISSIONER IRWMIN said it gives him a lor of ronf.de.-ve. He
said he .akos cordon in Boeing a company |.ke T'«’iCanatia
looking at this proposal and being wil.iny ‘o ta>e s. tick;
top. « after have its board dis' .is: tne iinnu- ai g»*u* .r-r.gif
Firthei.lore experts involved with 'fie mon Oates yi'>

~lurvoy  (USGS). from rhe Division of Gee.ogic.. » He physical
e:vices (DOCS), and some company iepi.-.optit veo a:, nay.no

r.uae gar amounts are available.

Lii2-a PM
VX
1 senrt-i.ce 'hoc te.id: I e u
he  ¢Xv14) rt*, Jipi twd, . Pl e % Frfeedl e %]
CHAT# U?%GOINi> aoici that alt./1 . tn.vik wou. i ke co:: 0:iv:

inilven ro explain what Mwt seji*w.c™ iid'Ans and whAt i-tirc’

ur. whai fixr U»gis»atiiro ui 1 ofee %ol yye

The fOIDJI 'n" look di: fro?* tM*J . M

CHM  IWOJh™ no* <K ih*. CQutnn yj;-IOtui lvan nd LS 1 0.r . i

the b:oak to defet dnswci I»g Hu'jglhi  queT* *uii«

CHAIR announced that ene joint committee would .ear text
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http://www.legis.statc.ak.us/basis/gct

mmPt*ammmrna
Committee Minutes Page 35 of 77

from Commissioner Clark Bishop.
2:53;19 PM

CLARK "CLICK" BISHOP. Commissioner. Department ot  ‘'abor &
Workforce Development, offered an introduction pro eediny a
PowerPoint presentation regarding jobs and training ze.ar.ed to
the TransCanada project. He spoke ot his experience -n his
field. He noted that when AGIA was passed, AS . 90.470
mandated that a workforce must be trained.  He stated he
brought together industry. labor, education state <  wiuumt

and federal governme:.'- to poll . raining p.mi together erat was
presented to the .eoisla* ire .. Pobrjaiy. lhat is , ose u.'ie

Phase two, lie explained. is the project itnpleliiei.tat o1z oy
schedule* tline and by strategy. Phase three,  /w* lo ¥
completed, will be training fapnti*y alirowy: out 1% .-'at' .
Phase ‘tree, he ..*: .red wi. . r.ep .ti*.ty tram.r .o.-erf

and def tle “what fheit exnr m t¢a.n1 * c.ip.i”

spec tic 1% ot expcr *

rOKM!I S*tCtir «v SI't era. - Ol 'ha  « .-liec "hott o,
done inside the AGIA training plat. .. "he ir-to.n. t
trait.ng piog*anr:. He.a d fe .; & «Ji = Y

bringing training provideis *.dorhor * Mi  ecr- e

everylinty p1. g together «* m*s mi! 1 wh

ratSdior, of having the host educated. ti.di.ed wre me
the illat o.  He roncluded, !cairi e .* llolie; ... 1
lie lpi 1 seeit % rybudy . to phi: At omit t*

2-nl:v PM

GUY HKILI, Assistant Commissioner. Pirttctor  t.Vic.ia, tt
Division ot Administrative Services. Deportment ot abot (
Workforce Deve lupmenv ttiilWD), gave the (list part

PowerPoint presentation regarding jobs and training ~tiled to
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the proposed TransCanada project..  He stated that the v.orkforce
goal for AGIA is: "a trained and available workforce for gas
pipcljne-related occupations.” He relayed that with Che help of
the steering coinnitt.ee and Che research and analysis lection,
tt'e department identified 113 occupations that ate the ‘ocuu lot

the gas pipeline training plan.

HR. BELL described the workforce development process, o; Shown
on slide 4 of the PowerPoint presentation. He said :re firm

step is to identity “skills gaps."” which are occupat or.s foi

which there <:.0 no Alaska workers available. liesa 11 Brynti
Keitii would expound on that Issue. He s1 i the ... .ikes
el lores ro m.niroizo thosetaps , rarlous means. duf
awareness,-  etfective labor exchange.in :uding based
serv.tes and :he »b center retwinr: .mi tie 1 o1

SlYivices .icrtun; It*’e anti a! |<mian.e.

Hh. DEM direct O » ar> ezl ! fairing by "™r at 1

I> “ which tie mbed ... lcollaborativeiyn.W. 'em.-
He .aid 1ha ..' "omitU.Siorei Hishot nolo* o ane;

parduns to develop a workforce 1um .1 Wth pa. trier = vod
ill the secondary -eduratl . ;yr-ir aim proceed; Sd

pc: 'secondary  educatici. :ymtwr. imi = .no.-o

I'rploytitenc ic-rvices.  ofti ne «...1 workers lino

to tei .it 1 pnstserondarv 'imumo mm o1 net 1

skill, while 'hoy a:-- wo: kin-.

HR. BH.I.  tu:ued o slide 0. wb 'n akite- "t <igu
i'eonomic cycles a;> um* challenge. ".hile Alaska ha

years uf consecutive and steady employment growth - - m,
there has. been sign: 1 cant aintltial;on w "'n;:i ndtasa. NI
that period,  Another challenge is the ebband flow or LT GE
Mi. Hell repotted that 10,000 people movein and out « Alaska

each yertl 113. 00 Alrtukarn: ne Hoby Hnoiner. ages ! and
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w ill begin leaving the workforce, while 11,000 Alaskans turn 18
each year - an indicator of the number of people entering the
workforce. A third challenge is be awareness, the
understanding of the iobs available. not just profess*onal bur

significant opportunities in blue* collar jobs, as well. A
fourth challenge .s the cost and accessibility of training. The

last challenge relates to job barriers. For exarrple, employees
need to be drug-free, often a driver's license is required,
basic skills are necessary to be employable, and cert;fteatlon

needs to be meaningful and transfet iabi»*.

3:00:17 PM™

M. noted that CommiUSioner i:.-.up tad Qbod  be AMA

training plan, wh«cn was derived with me  s-stai.co o* a h:gn-

Vfevftl steering commit-tee; phases one find ‘'woof whirl* ‘uwu
effbct.veiy wcirr  rompleted. - (-1 N o1
slides f il of rhe Powei Polrs, whir)- addresses .ciri ces<r my-
“Four AC:A strategies.” he f:is* .ei-reci* f¢* -rde*
ii cioc. * fiwnrr*:es. ¢t and aC'teui! <
ievu.“pmer.f .  The rerond  trateay, h~ n.1 . L yieve 'he

oo Leieeen, (=] ’ , e o
Lrtlcircoy. M. Wk. said 'h« f o * e
ensure thut by the «in* Alaska s torient m ji jo o* :trx

ure v k n . ce 0o o

; tv  Ki I WD . .
reading. «rd locating mfonrn* .1:¢ .-p; -«ri.. ai
‘ducat j«*'. oppo? Mifiit..0s.  r e «nlii bar*. -k, & ippiur.  ad

work towards  "Vunpjohoi.yivw* and  on. .**el? Vit mo Al
s?amlnrri.s to guide naming enti»i**. » - 'ten*: wh -he
.k:lls to enter employment tiU% ‘In-, «x*t lint: mt .0 nutvd
that there is a program that i- tuncifO this y%mi'rid no:* . whi>h
of fern basic skil.n training in the «o: ¢»:ic? m#¥ jiiclurbiy to n

school and ont-ol school youth and ado Its.
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HR. BELL said the third strategy is to increase registered

apprenticeships and on-the job  training opportunities.
Registered apprenticeship offers a program ot work and training,

which leads to a skilled andhigh-paying career. The
[department | is working with employers and - through the
educational process - workers around the state to meet the goal

of the third strategy. He said, “We do offer financier. support

for training, as well as pai mal payment ii wages, -u.ee;
agreement by employers, to trainand retainworkers. The
department Measures the outcomes.  ThOSE measurement .nrlude
otie number of people who successfully complete Un uing -c-d pie

and post training wages. The fourth strategy, Mr. Bel. .aid, .s
"to increase training far operations, efcrt. rii, and rnrngement
workers. * He shared th-c. another metre, r stc.ry wn, . a. tuft
douP.rng : siré#* Of the engineering m grair & %t nyv-u-.ty of
Alaska. tr i kc 1y li'abno ) the'eaazlar.e M. * 1 1
other  goal; toward fiti’ litstrategy :avbit '« #m're ’ it a
hw tot mof torawrt.ng Auskitn e« |-gh flkil  ‘t.Iprncj
tipper' ' ' e- gti t0 lorn. tle a «iitherii  worker o
ensure  they nave tne Opportunity access tin. ring io;
rthar, etenr  oppoit .'2eS, nk We1 A ft* »eef, p.re W

MV -11i" . 1"KdNt. Cl'.e! g bl "'a
Office. division of Adrmis" tti*jvc aerv.ee: riopu; vment .! Lai-"!
\ Woikiuici  Development DLWD'. nave the sen 1 pa:-
(\mmell 'Hi"' proBc talion red tiijig .el* aim lit;: M} 1. gleu '
the p>opoaed TranaCnliadj project. 'the stated  ecut the
rh-pai -net.! 's ch.itqge, as ir -elate.; tc. the AGIA nrcier’

quant Iy employment needs. She addreased Ue um e o! ioc.:::, oS

showi: beginr: ng on slide 12 of the Power Pcint. presentation. ‘'In
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said because it is tooearly in the process for Research &
Analysis to develop solid employment estimates for che gasline

project, Che departmenthas focused its research efforts on
identifying preliminary measures of current and possible "kills

gaps, as they relate to both the gas line and the economy

MS. KEITH said that. as shown or, slide 15 the department,
working with industry partners, identified 111 AGIA occupations,
which ranged from those working in te- camps, on logistics,
safety, or craft, and those operating egvipmem.. [I'he department
used a great deal of existing data tecevod bun employitn
around the state, based on unemployment insurance, giarteriy
reports. and annual  employer wirve>s. Kurt hern  «w,
considered data derived fr.in the permanent ra aie:uvn Kin
to the potential skill secs of individua,s .. the isb-.r r.i.*;et.
An shewn an slide > M. Keith .aid ’< lie'et.rin>  1te ii ii
yap, ttit department looked at "lid iul'ibil O n*re. i
Alaska's labot market. She said there ,n>a lot o' reason.' i.

employer wu'.d n re a nor eMarkon, 1" ne m vre pr it,ry 't

» 'tie licit tlta .Otal./ ivalInl e ;0D MY m nl
that tti . ' " over .t perce:.' t  WOke:i were:usuetiriefit-  of
tile <t lie. which reprereit: .. nyi .1 (1 " 1y e

Alaskalin. ~ The future gap. -lie ral :« intcli =< n t

quantify.  hesaid one Cartel that ran ne nr,, icitni istne n,.
v rhe incumbent wrukinree, t the mm aip* .. 'Gat W e
ago they wi 1. need to Dbe rOp:need. an NV tg @' the
fxgifer from ii'/f, she nbroci  mom efith <J percent, tl
fiiltividiii - wiitig it A" e Cupel eta Ve fxodox

older .
M

REPRESENTATIVE (KIBEMDERG t- ked whit  periviitago * fx | c:ecut
. included within the lA percent  He « itifled tlat e wants
to kiinw whether a maturity ol the older people .n « A ickunu w
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nonresidents.

MS.  KEITH said she does  r.ot have that statistic a' hand.
Notwithstanding  that, she sa.d youtiger workers lend to move;
therefore,generally speaking, a higher percentage of the
nonresidents would he in the younger age qroups. In r» oonse to
a request from Representative Cruenberg, she agreed « provide

that information in writing to the members.

MS.  KriITIl turned to slide 15, which [lists seven or t tote
occupations involved in the gasline proieit, and ‘atrayed tlie
udid ihat weeve new. discussing foi ire iwt ouupio IS
She said she used the PFD actinition to ietoxmirt wh.-tv-: or not
an individual in a resident, which a restricijve j.-i.nit.on
rl residency.  The column referring to wicker aye :s ‘'wren from
Kwh, as previous.y noted. The hour:y wage data snowr. a. slide
‘ wan gleaned Iromsurveys prod.irec:wi'h Atask.< “'[
annually.  'in’ occurred ionetinted range !rgr i< at , r.gl /
rsilieti, to very sk:.led. to high w -a s n eimm 't tni
reai'ag there .S no wage 1. led ''M ;. ./1 11 her at.; i
the survey response was not adequate; Irw*rer  he...'eii '(letl
o), . > w.iae was af.proxir.ately P ** LT
uu'i.residen* w<akerr.. M. rrr.ih rn.'l at. intate- .vtpn * . |m
Alaska .hat a.ways borrowed ot stolen workers trait the uwih
when needed. whether ri is dne * tne .-'easonai .tym . “. rabo:
m.nwet oi employment g>owth needs. However . ‘le ay b
state' - workforce is not a problem miguoto Al rako rattier

r? a national and global occuirence. She a. mk-it ienenging

wta goon in. ii the economic scene globally and r> no vy
Alaska may find it much mete diflic tl- to meet'lie .-r.i-e i.ihcr
teod:- by toctalt ng workers Iroll o> o ta- ite «i'ty
die soi 1 that indicates a need lot Aiat-ii t?glow vji .wn*
Assutmq tar Alaskans  ha-* the s... @ v-edeo L ¢ 'no

occupations not only helps resident  find good .went option:
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and make a living wage, but ensu es, to some degree, that the

needs of Alaska's employers are being met.

CHAIR HUGGINS said there are multiple engineers  concernedthat
the state currently has an initiative to modify the licencing ot
Canadian  engineers to operate 1IN Alaska. bur  without

reciprocity. He asked what the status is ot that init:a" .Ve.

KS. KBTH said she does not know the status of that .n " ative.
She said she could try to get the intormatior.but explained

*ha; that is something her officedoes nut follow.

mlit;ls PM

I'NKAb MULS.TGAN, i'dill  AKCAPIt'. pterented  -owe, v.,rt
mode'ing of short- and .ong-’orr emp.uye geioi-c cd
orsri .(t.on ard operation of . Al nKU Natural m *pel.
He relovert riim  AHCAUI.... ten
mode. ;.9 exercire lu Oftor<te .’ "' o>« U scne @n)reorte
imparts of the i-onstrt «.ni aid opi-ra:.un 1 i tvt-itny  i*
p.pe! ;ne project : Aiat'-ka HepnlJilWt ttiit ".nut ~ my "tlr'
titi-tmn“cs 110 p pcltlA. lie Wli- 1" @ letr.lly  tweS- o .
D% 3% lamer Pllw g, 0.0t 12 * fRFre o e ¢
ore ifjiliH 0L Lo e 0 W iH
op.i.Ql that this .at., tu 'I" M >« :I « J :tn
el pioytiHitt fidlte; to! tpi 1

-0” Strill - :oi -IWHu  yea: "hu. he Teeld * il -
t.nnies he is ptoviding .'.»estitr.afe nl + t u. a-.
I, Lo H i e
MR Mi'll. IGAN. 10*m all- gue.” 1 by ‘ha i I-entiii

MQuUretl that ARCAPIf. la hcfllhe: an «.uym  no:
Mdrevintloti.  lie "Lfeted his he *t that AWMIS - ieed
trom the Greek name. “Arcadia." which is ' place Green

mythology in which earth and watei wore iu iiaiiitony .ind p.! 1.
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He stated that APCADIS is an engineering consulting firm

MK MULLIGAN referred to slide 2 and stated that

ARCAUIS

projected employment for the foilowing three phases: the

construction phase of the pipeline, including the installation

of compressor stations, the gas treatment plant,

and LNG

facility;  the operation phase; and the exploration and

development phase, to include work on the Norn. ,ope trar. would

be spurred by the operation of anatural gas piped

re. M

referred to slide 3. labeled "Sources of Data,Model Used." and

reviewed the sources of its data. He stated hat AHCADIS isert

'nlormol lon 1roit  rraiisCanatlaso  ACIA applies' :on. 1 >om If)e
state's consultants, anti from thisstate Division > -t.ti Gas.
He noteo th/d ‘he mode used slujled "Jmpint and  «.
originally developed by ah' "... loic" .rvire which
beet, privaticed.
K

M. wflLlIOAN St C>» elelina.' i a .*dljvr. =

A arka specific . eor <a oir ol m
iniormn* -0;. ftor 1hi' iowmtr *y to ar_. = .. ion*r« .nr 1
111):PS
MK  MULLIGAN refer red . .dc 1 .abided i n.la-
Arr .mpi I0lift " and ittv.ewed ™.a .pi lige idee. h
as> imp'ion tl'at rt.e ass tr.utmttif plants p itlioi  hi, no >
ING facility w'i.d !4 Coin4: u fed -+ finx tali .
| Jriyj alitl 4Vt «a ot ipiarnd ai | m*ei .a.- o om
pur fLiiSi.’d outside 4he 'late. prinMir.lv to e. niiipade ., m*
for "-'haddw” ot "fair*4 return. or. i.nao ex,- ¥t o0
rica /It LINIiMiu: and the p pe  *hint "/ 4 ihlilllilt"! et .if Ihi

labor force tc'i construction ol an LNG taci.,ty m V./i.nr won. 1

be cole:tfamed 1y the ai* if ‘'he camp tic >*d be

in Valdez, Binoe the area is a geoytapfi <ally limited

hitp://www.lcgis.state.ak.us/basis/get minutes comm.asp7h.se
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referred to slide 5, labeled. "Construction Phase Er.ploymenc
Results,” and stated that any natural gas pipeline pro ect will
create thousands of short-term jobs throughout the sta’e. fe
offered that the largest numbers of chese construe- n jobs
would be available during a very biief peak poi.-

suggested that tor an overland pipeline, the peak -.-1d be
approximately three years ior.g. He opined that *hesr-.re could
expect three to tour years of “employment . 'he indrods
uncje, " followed try a couple years ot employment ".r ‘tie row
thousands,” followed by a massive spike in eroploymen' r «i-hing a
peak, after which the numbers wo <ivop OIf udd< w/. Me
relayed that the State might expect i eat of If, 000 . - . the
year in which conscruct ion mm the INd pio ml rook p m- which
would consist ol a 48-inch pipeline from Prudhoe .tuy - -a m-

and constifiction of or, LNG facility ', handle 11 bet :-r day.

He pointed out that the .NG wuiiii have m| im,ir,
P .1 ON p-l Jlout to Me . .. m .C
processing trains that go In - o e o Lo 00
It.a !e 1 (Welland le-pel re pi | el

prtwuters  "hen* would be sl.uttly lewi.. Ji moite

‘.ibh in ‘'f*e peak /et* w:' t]i X lal®,
| mm |,

MR MILLIGAN teferied to A b .jLe.eU  npeiar. i

Employment F.esultr,” and estimated "he st.vt tr . ext"

, - NjiHi.ii juns Jgits V¥ an ciVdrland pipp'iilie t ihi

its.-1 t within  Alaska and.pc-rate the M.tiujLim:.- L ITF

Pi .d.hoe Bay.He opined "hat r ING o r wo.lio . mlee

Wlin i 0-S rucimly uril AAll ** " pi'iv "a"  ‘'IN' « -Pi
1 . oli;i would be cicattnl loi a fm'ill'y W P. m i<
fliar .in LUG option would offer ap|ioxlireely i 3 /peiir.

11 Alaska,

3;17:5V ™M
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SENATOR WIELECHOWSKI inquired as to whetherMr. Mulligan could

provide a breakdown of the jobs in Canada versus the jobs m

Alaska for each one of his projections.

CONRAD MULLIGAN answered that ail of the jobs he is re!- rr.ny to

are jobs in Alaska and chat ARCADIs did not project any obs n

Canada.
j :18:19 PM

CHAIR Hkk;ins itiqv.red as to whetr.er inrl idiny 11Gwr u creaie

f;ve times as many obs in Alaska.

MK.  MULLIGAN answcrod tLnt filom d» upcralions S'i?:upuifi.

approximately 6Mj jobs would be created >n Alaska vets .s i..0 new

ol:; fo: an overlanti pipeline In response to - tar the:
sjuestiori by Chair Huyying Mr. Mulligan tMnl ou lhe
e:-t imated 9 + jobn at the |IN', far; 1ly An* o e hi

..vein . fJf jobs liyuie.

1:'all/ RK

MR. Kel.LItiAN. refereed to s -do f. -abelod "D.D limpl t How
we generated out results f.cen.u .0s.’ -rid i.ite-1 1 *e0'

i i otell s 'tow- ihe . dta;, ewe. eld: ;. nl

ARCAD! ' ™c-a.p.pei! two Stetinr 106. ‘hie id atlO -t !

no,. pin accwsR pipeline, whirr i;; mreii i & iip<a »*y ixpAiiei.i.
from 'he ; 'nil 4 'w Pel per day ripen i*. [Do' m <. *
assured no new ’'.a’ji.ii ran piodur* d. t ai.suci.it*M **-t.f..".
and rlevfi ipment weik on the Nor:! dupe “pri: .rertly
producing tieldi Li*%4rn 10Jail o!+ theii pl.i.iai#.

scenario was based on TransCai.dda't plan which inclutiei cttp .city

expansions and also assumes, that the pipeline wou.-i offer
reasonable urids. He opi uni thoi  AHCADI'S deduced ' at 11.1
project would incite explorers ro woik en the Noith “"lope
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http://www.lcgis.state.ak.us/basis/gct

Committee Minutes Page 45 of 77
search of new natural gas to ship on the pipeline. Referring to
the graphs, he stated that the green area in the grapri on the
left shows production from current fields at 4.5Bcf per day,
while the blue area shows the gas under each scenario. Thus,
under a non-open access pipeline, new natural gas wc.ld begin
production in approximately 2031, while under an ope: access
pipeline - which assumes reasonable tariffs and a vibrant
natural gas exploration and development industry beginning in
the North Slope explorat ion and development jobs could be

generated to produce the larger blue shaded ..tea lill-vtrat iny

some jobs beginning in 2020, with the bulk : the ew bs
roinrenring i: 203'i.

i:Vf:5.i0 RV

CHAIR HX *N? asked for c‘arifu <tior oi nor. opei arc- e« »
Offered r.iv understanding - .ngoi  RKi s O

would be open acresF.

Mf-. MULLIGAN, ;s;r.noar, LM pro.ee* as exnn.plo. ¢ sfried
unrietstandmo <hat FTRC would : rerp.i'e ¢lit . <.. 1 in
facility at ‘hi. end of pip- to be jpertte.lit. ar

manner ; t.h*?refore "* would serve a. . bwt VlatipCK ’ lif*
pipeline c.ip-. ity.- he .-irnti, “And . we a . .meti

capacity expansions onrhw pipeline ipscicum <« rhe b’'M f p:.

in that rv.se. In response to follow up qufsMnn :a.t . ..i
Hug* itss. fo sa d nnn open acre:.-, would ef[;.0/ «" nv 1" ne
that via;, no* uporurlug capacity oxpa.ustOi sus ..koiiuc | ! low
explorers and or "hat did not il tel « nit:.- i | were
snllicient y low :o0 encourage fo.k. ' expldio ew

lug iiui (as m.d regui r uxpru,.- itltiS.'

ClIAIR HUGGINS advised that during the first lay that the
legislature will meet in Anchorage, Alaska, fuiihei d.*i . nu

Would do. neate itmi and liritiu greater del. mil..n o, iw
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courses of action.
3;22:27 PM

FEPKFSENTA'. VE NEUMAN noted that some people .night be confused
as lo whether this refers to TransCanada*s proposal or the
Der.ali proposal. He pointed out that each one is an ope.".-access
pipeline and would have negotiated terms. Thus. in reviewing
the scenario ot transporting natural gas from Alaska, he aid he
ielt it was important to note that both the VransLa: ido and

Denali proposals an- for open access pipe .ties.

NR. CJIM.ICAN explained that AKCADIM r. 'i/iiig ¢ -ouve/. r; aan
employment .w.tit ot view, a best-rase'worst cam i o0 eda

best case scenario.

''. 3:129 PM

REPRESENTATIVE  ?!F'MAN related his  .ntlei stanoi ng . e
v. ] ja . prv-.ept i*loi 1 twined on ei .. -t .or el 0
Mitill i1 CO. ;«.le t: A t'c O'eat wi Al *a
pnjnTed till? 'hat VHjuli lidded pi r.;. j p.nr.rt .)'i.d rrei’ "VIC.
«ling term or. H* ...guired at t = wm-thet M.il.gan 11

i'sc mclune .totll It i "ti.}l-.m be.ceil nit '‘a. a- iddtd ' 1« lid
fiar's,. He t.rrher inquired a- 'O Kt Mulligan pe:rpr- 1lve
It lit: lii-male 1% pipe.li" wi leva op..,le+. p.oetc.e .loupe- g.s

A.osk dis

HR. MULLIGAN rmsWPttld that ARCADIi did rot eoi. .oot uuy
omployteri' ir; . . ffbtl .11 t1l»a thoe t',y be d«Vel pull

roc ill ot 'He iti'v wopwiteiil o' 1nul do gi p <* no

"KKPKI .~PUTATIVE M UKAN  a]llted as te wtilt ellcl? 1L 1 an

dasi me would liave on employment ¢

MR. MULLIGAN answer 1J that he would hesitate to inswui  tin
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employment effects of an in-state gas pipeline since he did not
examine that aspect. He offered to examine exploration and

development jobs on the North Slope for members.
32819 H

CHAIR HUGGINS related his wunderstanding than any ga6 tc liquids,
value-added jobs would potentially happen in Alberta. Hu opined
that we owe it to Alaskans" to find out how having tha' sort ot
facility in Alaska might alien it.-, job nase He a. >ed Mr.
Mulligan to look at that so the legislature would under and the

numbers tor the labor force.

COMMISSIONER BISHOr said In believed that 111? department 010

prov.de m,i: information before 'he bony <econvr'..
it-t.-r pm
MK. MULMCAN referred it .line 1 ..die eo. 'Opera’ o' >h

Lo drliet iUslL ' L 00D tht AHAR D 1 NW
piodur*inn facilities would becor»sri'..cteti on the Ni lope

He :ellel .led <ini' «n'ili* ., .lq te Proelfr on i re 11 0O' <ho

pipeline tnii at a rlivct, ap.wity. whieu for t:u best .l as*.
.o,.ir,datrmvo - «b I pot 1. -inn t« ne woi* A " n
Ao | fier iy

MR. M LUuffAN leter led . liile iih*. 1 ire. ,,t.
Employment, “ and explainer: "hot ' ' ter .Us ti 1* model ;ng
1.us wete foi r|:e 7 msc.mada seen..:, . ..ssumit.'i ‘ 1 he: per
nay throughput - .ippi ex Jvat e Iy 1 " exp.omt O at.it
development jobs during the "o 1 timet lipi. . H-titered
'hit t non ripen .recess p- >e. ' With. . If* pel ley 'hi ii.pn'
would piodrce ipfil . Xiniately <17 i'X| > it.m and d".. trprodhi
Kos over tile 201 r< "1 timeframe. lie opined that ob

creal ion may he do .ryed .1L1 non open afrri..- pipr-tliretiur'l the

chatat tet .:t ilu ot natural gas pt<luce .QL anti 1eels . i.g oil
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plateau that could extend as late as 2026 versus a more

optimistic timeframe of 201b as exploration developmer' begins
in anticipation of that pipeline being available to airy the

natural gas to market.
3:28:16 PM
CliAIK HUGGINS asked for tile rationale lot the 207.6 date.

MR.  MULLIGAN answered that the date is a function of when
natural gas fields on the North Slope would begin their gradual
decline. The r.on open access project r.cenaiio assume.- that
exploral .on and development work would not begin v;‘ 1 the
fields began to fa’! off of plateau. He retorted to t:-n pome
as a ‘"capacity wedge" that would iie available in :he pipeline.
Thus, that is how me :m.ng ol the exploration and no pros.'

+0bs was assessed.

1:29:10 PM
KK MULLIGAN referred rr- . final *J. I* labeled 1. i
Kirpioyment. and -pined tha* sp* it me i exp.no » -mil
development ob creation i.kciy v ne =« 1 - . O | a
pipe.ine's h.itacterrsr ir.- Thus, an o|w.'i tes» pip'u.i'.i w.'t
reasiulrib e ' wit:. ard capacity expan. mn.E r.y
translate into -obs r-ote:. rather than a no:e m ‘iH" >’
Scenario, which could r.nl'i- a delA)' 1:- b le.d is il
*he previous .lide. He r* ned ':n'" 1'e irtpu: ance 1 :i-.r
thi  rew latlia) sus basin le.n'ed lobv n Ai...n: . * r.0.0o
. : .o kelV to tiwoi u  -x i 1to lds
dec! ".he. lie pointed out Ih.il Hiuuhoe any p m: 1-m ="' ihue:
to doclinc. Add: tlonnlly, iie olteied tliat -leaf on -i now ob;
will also i.e.p so maintain she existing skill elr . : tale:’

pool m Alaska.

3:111:41 nK
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REPRESENTATIVE FAIRCLQUGH inquired as to whether law enforcement

will be geared 'p and .eady Lu Co..bat crime since it

long time to train Alaska State Troopers or train

enforcement personnel.

takes a

law

COMMISSIONER BISHOP answered that the department has identified

occupations, including law enforcement, trie safety, sr.d health

aft part of AGIA.

3:32:11 PM

REPRESENTATIVE FAIRCT.OUGH notou that 1 1 type- .! 'l me spiked

during construction ot the Trans-Alaska Pipeline system.

r.hi-

inquired as ro whether the planning process outl.ne.-; ed .catioua,

opportunities 10 offset unemployment issues that arise

end of the construction eyrie,

at tfu

COMMISSIONER BISHrJP .ihswtieo n utri-  wte w; 1t no t minf;eiap.e

fiom const 1if' »/ 0 the e >p .. t,t'.d "-
1.t ire ti.< ring o' iiinmbetd wot «.«o e .+ pee
REPRESENTATIVE  FAIFCEuVCIl pointed flu' rrime
Ir.fl |ir t ruot such it e H. . Foart. niiv

] :, cement .1

nee, ladd:i Ciiiul ;rif Justruct ute.

CHATP hUGGINS inquiteil oa to the number - sew ab.

anticipated to be filled ny non Al., knits, wh: ' tie r:
be i.et ensory

13 M

EI NATOK ETKVRN- expressed hi:' etr A a. <»
pretty pool iccord with assist inf? students w rl1 !iiiAnt m:
he acknowledged that the ne ha; done a reasoriocde
assisting high nchlevci u. lluwovei, lie recalled

'ue  trrlihi poit''ed 1 | 1im pi.:

11

'hut ore

iloeij.

job

tin
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National Conference of State Legislatures (NCSL) tjave Alaska the
grade of an "F" in terms of fiscal assistance for its students.
He offered his desire to provide giants and scholarships to
assist students and adults. He inquired as to wat the

department plans to do to help students financial vy.

COMMISSIONER BISHOP answered that his departmentwi. isk the
legislature for financial assistance. He agreed witr Senator

Stevens that students seeking an Associate Degree or -cmnai

Education have nor received much assistance. He iua'.erj trial
providing that assistance is one ot his prior ties plans
will I*¢ forthcoming ihat wil. expat', scholarships

secondary student;; it. the state

SENATOR STEVENS acknowledged that the itu
work. He pointed out time it me a-e -or.'r ». jr. -ome
pa, i;, *ne pic.Mem wil* rol get so .ed ne op »u '*

>ake a:, enormous amouic td mua'i

COMMISSIONER BISHOP jnc.iiar: red W i e <
udnunlsrinrion. and training p.an ..re cnmiru t m;e-ent
pxirt 1 time in Alaska in w . the I*c e fill. i*
G h. - vric.i sttnidaid. p b 1
plan is not usr about a pipe **r.c i Ml 111
II;:- leijjola’ e dpi:op; a*«1 toi <h ' ol UUt'” (j:
mining and healit. rat* mh*  :didiin le peei
che Gl ity . lio e . tic A eie- i 3P e i e
lit* oi ti oil iltsif rWiw plan i’ not »i.‘« yil: *

rid:., " whic.'i provided good foie.on policy it.-

eited. "I think 1tUS IL.i'llillj pie'. (a; > . laty "l
oui work here gain*) tniTWSttl. lie Inti hat Il Wty m
he accomplished. He furr! opined +hat tie » 4 or

country is the most succesnlui couniy <n the planet o that it

piovides the hesr educated and nest trained workforce on 'li
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planet. He asserted that with the legislature's help, with
his help, and with his staffs help - "were going to put Alaska

back on that map." He further pledged that Alaska'9 S 100 high

school seniors and 1,500 general education developmr". IGLDI
recipients will "get the first shot at these lobs."
J:J6:18 PM

REPRESENTATIVE DOLL applauded Commissioner Bishop's efforts.
She expressed concern with the <ir.efrase and no'™ tha < tAker
time to complete apprenticeship programs. She inquires as to
whether the department can address that .ss-ie. Sh" further
inquired as to whether 'he workforce needs could he re even f
tho programs were fully tenettoning ;.jlit now s./.c» * & State

night only oe eight years ou'.

iiMMI SSIONER  BISHOP acknowledged “"hat Mir- state ts -1meni.e
Jve. He re- ated tha. 'he 'b.b, b i i <t < levtue
...i—, *jtc,. which ha~ been dirtin.Shiny Ini’enfi R

that collectively Alaska r m - t .e.v.jraae empioyorf' nll-'V.

Alaskan children the opportunity 'u ga.n entry .e.e.

stressed the r.eed lor Alaska to make <meety <ffott tor

incumbent workers, olciei workers. .M 1 'f*s ot p.e
hat'c a :'hot at. the pipoiine iobs. He njieel with Ropi ent.tt

Pailclough, that Alaska must train irr workers to hr- e i-t.i..e

or i.pstreani jnbr. «xpi ew*ie . and '™+« ‘pmet', pel 11
obs or distribution :0bw Raiibei.h lib s'otbfl that
should hi- Alaska's job to tratn .'s whni'et > ti..r  they n,

acqu.te the long-.erit 'eyney gbn.

1:41:15 M

'(RNATIA( JYJSOH. WIL.Lh  icspect f> H'CipiOCtty ‘'ol "ty u-ci.no
credentials, noted ‘'hat 'the Deiled tates/Cunadm:. : .t Xl
Pacii ic fjorthWeSi truiiomir Reg,on IHWHR ha:; been per'nrm ng

some work on reciprocity. lie opined that some progress r.n. been
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made on engineering reciprocity and credentials. He indicated a
degree of reciprocity exists (or welder certificatio-:. To
Commissioner nisliop he offered to provide contacts i jt people

who have been working on this issue. He opined that organized

labor will provide a huge asset to help facilitate that process.
He noted that Alaska's Canadian neighbors have large
construction projects in piocess andare very inter- ed In

working together on projects.

3:42.t42 PM

CIAiK lluct;|N.-. challenged Commissi ir.ei Bishop * maasut ‘'« i

i facilitating cross-border pro;ects.

COMMISSIONER DICHOP noted liis plans to meet wi»u the .reit.iur

'he Yukon Territory to seek ways . whXkh Ala: kaur- car. wotk .n

the Y-kon Ter ritory arid vice versa.

4:43:0!) I'M

7. HIO s .U I'l a ®&  whttthe* . o

rp-es lhe potenri.il foi 'lie Alaska >in Lo r* re-

dor's terns 10 modify its lIra.' "u .ippMim - 1 i,

produce worker." lor o pip". pi -|wr .- .or..

COMM: SS1ONEK BISHOP answered 'Yes. abr " " lie trend

Ih*i' lie has persuit.. Iy been involved . lin . Vin " rps '
11 yfairf He sralcl, ':In, . oo,

set"ei. e« r jutcos o ted

dirt tissions w.rn 'In- agn:.. ini..

11 :Cj PM

CHAIR HI'GCINS mnouni ed that the next ;lerertits ®r.0o he

spenee: Il .ie, losrf McArllu.r I1LP, who . on. < m'l A ..ut Van

Fleet. C:eer.berg Traurig LI.P. lot a pane. cUfcCtu non.
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3:4b:47 PM

G. ALLAN VAN FLEET, Attorney. Greenberg Traurig, LLP, presented

legal issues affecting producer participation n the proposed
TransCanada gasline project. He stated that the panel would
focus on, "How do you get the gas?" Mr. Van Fleet proffered

that asking how to get the gas is kind o! like asking lot the
recipe for bear stew: For the stew, tars' got a beai: for tne
gas, first, gel a pipeline proposalthai is attractive and car
offer transportation services at commercial y reasonable rate.-..

He said although TransCanada was on the schedule to address the

issue, M. Palmer has addressee al. the ri.es' ions about
TransCanada’s ability to build a p.pi Ino thar K Alot
t-ansportation at commercially ieasoi.-.t I lates. iile noted that
along with Spencer Hosie. lie wo .l adiiror.- ognl |I:linen 'hut hi:
a stirtid the producer: will hai1* 1 wren pcir; 1.

deci: | = He noted that he and ceu nepier won'll i «.

:nlorr-of .or, rOgarrli:< prodihei and pip> " kn.liifw i i.
.r. parttcii.ii. would address rorre of rre prev:..:: fp.esti.ms :h"f

Senator Flench asked the body. MIHOsie io related. wemd

discuss the isuui: that affect the - .-it : ~r.shif.beCweer, tin.
trare dr "he owner td mi- <rd and 'he pi : rno

o flx .rtiil, if- JiiM'VIiln sl M nel n't' i

Hosie, such as trtit he tins advised mu , . J.i.swn' o, n lie
aforementioned reiuti.-urnip new*-.-" ' . e 1l pi >d el
He said he tielieves 1 t: fair tc U ¢ M li-,e o 'la
country's expel f on these issues. if* red further deto: r

regarding Mr. Hosie.

SPENCEP HOSIE, Attorney, Hosie MeAt* 'ilLLP. preserved legal
ssues al feting protlucer part'C ipa' . ... ui- sta'c.l Iha'in* U,.

practiced oil ind gas tor over . years. He noted that tie wr,..
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Che lead trial lawyer for the State of Alaska for what was then

known as the Alaska North Slope (ANS) royalty litigation, which

established the "right method” for computing royalties on North

Slope oil He offered that for the past 10 years he us been

the lead outside lawyer for the state of Louisiana -+ energy

matters, and that he has worked with state attorneys ge-*-rnl and

the federal government. He sard that it s fall to s<i/ that ho

has been involved in dozens and dozens of oil and ga- actors,

not just in Alaska, but throughout the lower A4ft. H .user led

hat through those cases, he has naif theopportunity to icad

millions of pages of oil company documentr. Heop.noo at ‘'hi

has given him a fairly detailed knowledge uf huw 'tie ml

.ndustry thinks about, upstream decisionswhat facto . ratter,

which ones don' aim why ne producer. are w.|1lng ..per.ri

money 111 certain locations. He i .at od, ole. s fia MI

yn 'y real wc.rid, tne trenches expet i ; bn;

very mport.nr quaeiior of the Noinh lope u-jfl e

KR i [ | * er tht o ffrriwd

<i,t ( jn [,rod <" axt® to Almka with tne

that oil might e*if on sht North Siupe He st iter: nr t:i

producers leeogn /ed ' i the landowner -ie.i  noi

expertise for exp.'.rat ion an'i di/Volopr.i r.r. i mutko*

hydrocarbon. However *in oi . c"Mfi:.;e had that «.........

Tl s, the ini and o«." imducei u reached an .lgioemeir * /m i

th'loil and gaS le.i.sil  Tht* ri 1 "ompan .n poe, . Ld * )
ise +hell experte to diligent.ly »*v.pl ie nev~

market .my hydiocat I>our. ,n;r;o, A hoqueiico 1 i

1ut . the nil eon.puttiin: .ire out.tied to 1 'mw Pt'n<

of any oil and gas found and sold. The .tale ivy...: to ,s

111,) percent. 'lit acknowledged that hey not the i .no

ol the loyalty stream” due to the Vrrv promises iust Ic ti

Under the oil and eras lease, lor Alaska. which »r ti

iid dan .-'ate. genera iy, the part.eh hnv'e whal Lfie C

http://www.legis.statc.ak.us/basis/gct minutes comm.asp?hse
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Page 54 of 77

10/23/2008


http://www.legis.statc.ak.us/basis/gct

