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a n n o u n c e m e n t s  o f  n e w  o r  e x p a n d e d  d i s t i l l a t e  f u e l  r e f i n i n g  c a p a c i t y  h a v e  b e e n  
a n n o u n c e d  in  t h e  l a s t  s i x  m o n t h s .

• T h e  R e n e w a b l e  F u e l  S t a n d a r d  a n d  t h e  h i g h e r  f u e l  e c o n o m y  s t a n d a r d s  in  t h e  
E n e r g y  I n d e p e n d e n c e  a n d  S e c u r i t y  A c t  o f  2 0 0 7  ( F I S A G 7 )  wi l l  r e d u c e  c r u d e  oil  
a n d  g a s o l i n e  u s e .

• A l t h o u g h  t h e  U . S .  d i e s e l  p a s s e n g e r  c a r  m a r k e t  is e x p e c t e d  t o  d o u b l e  o r  t r i p l e  in 
t h e  n e x t  5 - 1 0  y e a r s ,  d i e s e l  v e h . c l e s  a r e  2 0 - 4 0  p e r c e n t  m o r e  f u e l  e f f i c i e n t ,  
l e a d i n g  t h e  EIA t o  p r o j e c t  t h a t  e x i s t i n g  d i e s e l  f u e l  s u p p l i e s  wil l  b e  a b l e  t o  m e e t  
t h i s  d e m a n d .  C l i c k  h e r e  f o r  t h e  fu l l  EIA p r e s e n t a t i o n .

W h a t  d o e s  a l l  t h i s  m e a n  f o r  c o n s u m e r s  d r i v i n g  d i e s e l  c a r s  o r  c o n s i d e r i n g  a  
n e w  d i e s e l  c a r ?

H i g h e r  d i e s e l  f u e l  p r i c e s  in t h e  s h o r t  t e r m  m a y  l e n g t h e n  t h e  p a y b a c k  p e r i o d  f o r  d i e s e l  
o w n e r s  t o  r e c e i v e  t h e  fu l l  r e t u r n  o n  t h e i r  i n v e s t m e n t .  If a  d i e s e l  c a r  is 3 0  p e r c e n t  
m o r e  f u e l  e f f i c i e n t  t h a n  a  g a s o l i n e  c a r ,  w i t h  g a s o l i n e  a t  $ 3 . 7 5  a  g a l l o n ,  d i e s e l  c a n  c o s t  
u p  t o  $ 1 . 1 3  m o r e  p e r  g a l l o n  ( o r  $ 4 . 8 8  in  t h i s  e x a m p l e )  a n d  a  d i e s e l  d r i v e r  wi l l  s t i l l  
b r e a k  e v e n  w i t h  g a s o l i n e  in  t e r m s  o f  f u e l  c o s t .  ( S e e  t a b l e  b e l o w  f o r  a d d i t i o n a l  
e x a m p l e s  a n d  a s s u m p t i o n s . )  V i s i t  w w w  d i e s e l F o r u m . o r g  a n d  d o w n l o a d  a  W e b  t o o l  
t h a t  w i l l  a l l o w  y o u  t o  c a l c u l a t e  f u e l  e c o n o m y  s a v i n g s  f o r  d i e s e l  v e r s u s  g a s o l i n e  c a r .

M a k i n g  a n y  p e r s o n a l  c a r  c h o i c e  r e q u i r e s  t a k i n g  t h e  l o n g - t e r m  v i e w  o n  a l l  t h e  f a c t o r s

•  i n v o l v e d ,  i n c l u d i n g  p e r f o r m a n c e ,  p u r c h a s e  p r i c e ,  o w n i n g  a n d  o p e r a t i n g  c o s t s ,  u s e f u l  
l i fe ,  r e s a l e  v a l u e ,  f u e l  e c o n o m y  a n d  f u e l  p r i c e s .  T h e  n e x t  g e n e r a t i o n  o f  c l e a n  d i e s e l  
c a r s  o f f e r s  c o n s u m e r s  t h e  b e s t  o v e r a l l  o w n e r s h i p  v a l u e  w h e n  c o n s i d e r i n g  d r i v i n g  
p e r f o r m a n c e ,  f u e l  e f f i c i e n c y ,  e n v i r o n m e n t a l  f o o t p r i n t  a n d  r e s a l e  p r i c e s .

B e g i n n i n g  in  2 0 0 8 ,  c o n s u m e r s  wi l l  h a v e  m o r e  f u e l - e f f i c i e n t  d i e s e l  c h o i c e s  t h a n  e v e r  
b e f o r e . T h i r t e e n  n e w  m o d e l s  w e r e  a n n o u n c e d  b y  1 2  m a n u f a c t u r e r s  a t  t h e  D e t r o i t  
A u t o  S h o w  in  J a n u a r y  2 0 0 8 .  In a d d i t i o n  t o  a  s u p e r i o r  d r i v i n g  p e r f o r m a n c e  a n d  l o w -  
e m i s s i o n s ,  c l e a n  d i e s e l  is  a  t e c h n o l o g y  t h a t  p r o v i d e s  p r o v e n  r e a l - w o r l d  f u e l  e c o n o m y  
b e n e f i t s  u  i d e r  a n y  m i x  o f  v e h i c l e  o p e r a t i o n .  N e w  c l e a n  d i e s e l  c a r s  c o m i n g  o u t  in  
2 0 0 8 - 2 0 1 0  wi l l  l i k e l y  b e  e l i g i b l e  f o r  a  f e d e r a l  f u e l  t a x  c r e d i t  o f  $ 3 0 0  t o  $ 3 4 0 0  d o l l a r s ,  
d e p e n d i n g  o n  f u e l  e c o n o m y  r a t i n g s .  It w a s  r e c e n t l y  a n n o u n c e d  t h a t  p u r c h a s e r s  o f  t h e  
n e w  V o l k s w a g e n  J e t t a  T D I  wi l l  q u a l i f y  f o r  a  $ 1 3 0 0  f e d e r a l  t a x  c r e d i t .  F o r  m o r e  
i n f o r m a t i o n ,  c l i c k  h e r e .
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9
DIESEL FUEL PRICES:

W h y  are t h e y  rising and  w h a t  
does  th is  m ean  fo r  cu rren t  and  

p ro sp e c t i v e  
d iese l  car ow n ers?

_______________________________________ A u g u s t  2 0 0 8

W h a t  i s  h a p p e n i n g  w i t h  d i e s e l  f u e l  p r i c e s ?

F o r  m a n y  y e a r s ,  d i e s e l  f u e l  p r i c e s  t e n d e d  t o  b e  l o w e r  t h a n  g a s o l i n e .  S i n c e  S e p t e m b e r  
2 0 0 4 ,  t h i s  t r e n d  h a s  d i s a p p e a r e d ,  w i t h  d i e s e l  f u e l  p r i c e s  t r a c k i n g  o r  e x c e e d i n g  
g a s o l i n e .  In M a y  1 9 9 8 ,  t h e  n a t i o n a l  a v e r a g e  d i e s e l  f u e l  p r i c e  w a s  $ 1 , 0 6 9  a n d  g a s o l i n e  
w a s  $ 1 , 0 3 8 ;  in M a y  2 0 0 8 ,  d i e s e l  w a s  $ 4 . 3 3  a n d  g a s o l i n e  w a s  $ 3 . 7 2 .  A s  o f  J u l y  2 8 ,  
2 0 0 8 ,  t h e  a v e r a g e  d i e s e l  p r i c e  in  t h e  U . S .  w a s  $ 1 . 7 1  h i g h e r  t h a n  o n e  y e a r  a g o ;  
g a s o l i n e  w a s  $ 1 . 0 7  h i g h e r .  (For w e e k ly  u p d a t e d  g a s  a n d  d ie s e l  p r ic e  in fo r m a tio n , v is it  w w w .E IA .D O E .g o v ).
T h i s  p r i c e  d i f f e r e n t i a l  is  d u e  t o  a  v a r i e t y  o f  f a c t o r s  -  g l o b a l  a n d  d o m e s t i c ,  e c o n o m i c  
a n d  p o l i t i c a l .  B o t h  g a s o l i n e  a n d  d i e s e l  f u e l  p r i c e s  wil l  i n c r e a s e  a s  t h e  p r i c e  o f  c r u d e  oi l  
r i s e s ,  h o w e v e r  o t h e r  i n f l u e n c e s  h a v e  w o r k e d  t o  a c c e l e r a t e  d i e s e l ' s  p r i c e  r e l a t i v e  t o  
g a s o l i n e .  T o  u n d e r s t a n d  t h e  c a u s e  o f  t h i s  i n c r e a s e  a n d  i t s  i m p l i c a t i o n s  f o r  t h e  f u t u r e ,  
t h i s  p a p e r  p r o v i d e s  a  b r i e f  s u m m a r y  o f  t h e  p r o d u c t i o n  p r o c e s s  a n d  t h e  e l e m e n t s  
c o n t r i b u t i n g  t o  t h e  c u r r e n t  p r i c e  s p r e a d  b e t w e e n  g a s o l i n e  a n d  d i e s e l  f u e l .

F u e l  p r o d u c t i o n

E a c h  b a r r e l  o f  o i l  is  4 2  g a l l o n s ,  a p p r o x i m a t e l y  1 9  
p e r c e n t  o f  w h i c h  is  g e n e r a l l y  d e d i c a t e d  t o  t h e  
p r o d u c t i o n  o f  d i e s e l  f u e l .  T h i s  c o m p a r e s  t o  
a p p r o x i m a t e l y  4 7  p e r c e n t  u s e d  f o r  g a s o l i n e  a n d  
1 0  p e r c e n t  f o r  k e r o s e n e - t y p e  j e t  f u e l .  T h e  
r e m a i n i n g  2 4  p e r c e n t  i s  s p l i t  a m o n g  a  v a r i e t y  o f  
o i l s  a n d  g a s e s .  W h i l e  r e f i n e r s  h a v e  s o m e  a b i l i t y  
t o  a l t e r  t h e s e  p e r c e n t a g e s ,  t h e y  a r e  u n l i k e l y  t o  
s w i n g  m o r e  t h a n  7 - 8  p e r c e n t  in a n y  d i r e c t i o n .  A s  
a  r e s u l t ,  e a c h  b a r r e l  o f  c r u d e  oi l  wi l l  a l w a y s  
p r o d u c e  m o r e  g a s o l i n e  t h a n  d i e s e l  f u e l .

W h y  h a v e  d i e s e l  p r i c e s  r i s e n  s o  s i g n i f i c a n t l y  i n  t h e  l a s t  f e w  y e a r s ?

Fuel demand
D e m a n d  f o r  d i s t i l l a t e s  -  s u c h  a s  d i e s e l  a n d  j e t  f u e l  -  in  E u r o p e ,  A s i a ,  a n d  t h e  M i d d l e  
E a s t  h a s  c o n t i n u e d  t o  g r o w  a t  a  f a s t  p a c e .  In E u r o p e ,  f i n a n c i a l  i n c e n t i v e s  c o n t i n u e  t o  
p r o m o t e  t h e  t r a n s i t i o n  f r o m  g a s o l i n e - p o w e r e d  t o  d i e s e l - p o w e r e d  c a r s  a n d  l i g h t  t r u c k s ,  
w h i l e  a  g r o w i n g  e c o n o m y  h a s  l i f t e d  t r a n s p o r t a t i o n  s e c t o r  c o n s u m p t i o n  o v e r a l l .

Other Products
liqueM Petroleum Guses (CPG I 
Jot fuel
Heavy Fuel Oil (Residual)
Other Distillates 
(Heating Oilt
Diesel

Gasoline

42 Total Gallons
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In t h e  U . S . ,  m e a n w h i l e ,  w e a k n e s s  in  t h e  e c o n o m y  h a s  l e d  t o  a  s o f t e n i n g  in g a s o l i n e  
d e m a n d .  S o  w h i l e  g a s o l i n e  p r i c e s  i n c r e a s e d  t h i s  w i n t e r  d u e  t o  s u r g i n g  c r u d e  oi l  p r i c e s ,  
t h e y  h a v e  n o t  r i s e n  a s  h i g h  a s  t h e y  w o u l d  h a v e  if y e a r - o n - y e a r  g a s o l i n e  d e m a n d  
g r o w t h  w e r e  u n f o l d i n g  a t  n o r m a l  r a t e s .  A s  a  r e s u l t ,  t h e  g a p  b e t w e e n  U . S .  g a s  a n d  
d i e s e l  p r i c e s  h a s  g r o w n .

T h e s e  s h i f t i n g  p a t t e r n s  h a v e  e v e n  a f f e c t e d  s e a s o n a l  p a t t e r n s  in  d i e s e l  f u e l  p r i c e s .  
A c c o r d i n g  t o  t h e  E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n  (EIA) ,  g a s o l i n e  is  u s u a l l y  m o r e  
e x p e n s i v e  t h a n  d i e s e l  in  t h e  s p r i n g  a n d  s u m m e r ,  t h e  p e a k  d r i v i n g  s e a s o n .  In t h e  
a u t u m n ,  d e m a n d  f o r  d i s t i l l a t e  f u e l s  ( h e a t i n g  o i l  a n d  d i e s e l )  p i c k s  u p  d u e  t o  f a r m  u s e  
a n d  t r u c k i n g  o f  g o o d s  a h e a d  o f  t h e  h o l i d a y s  w Me t h e  d e m a n d  f o r  g a s o l i n e  b e g i n s  t o  
s o f t e n .

Inventories and supply balances
A s  E u r o p e ' s  d e m a n d  f o r  d i e s e l  h a s  g r o w n  t h r o u g h  t h e  d i e s e l i z a t i o n  o f  t h e  p a s s e n g e r  
f l e e t ,  e c o n o m i c  g r o w t h ,  t i g h t e r  e m i s s i o n s  s t a n d a r d s  a n d  o t h e r  f a c t o r s ,  E u r o p e ' s  
s u p p l y  c a p a c i t y  h a s  b e e n  s t r a i n e d .  A t  t h e  s a m e  t i m e ,  a  s u p p l y  s h o r t a g e  a l s o  
d e v e l o p e d  in  t h e  U . S  d u e  in  p a r t  t o  U . S .  e x p o r t s  o f  d i s t i l l a t e  f u e l  t o  L a t i n  A m e r i c a  a n d  
E u r o p e  t o  m e e t  t h e i r  h i g h  d e m a n d ,  l e a v i n g  d i e s e l  f u e l  i n v e n t o r i e s  a t  t h e i r  l o w e s t  
l e v e l s  in f i v e  y e a r s .

S o u r c e :  U S  E n e r g y  I n f o r m a t i o n  A d m i n i s t r a t i o n  w w w . e i a . d o e . Q o v
H o w  m u c h  d i e s e l  f u e l  i s  
p r o d u c e d  r e l a t i v e  t o  o t h e r  
p e t r o l e u m  p r o d u c t s ?

U . S .  R e f i n e r  a n d  B l e n d e r  N e t  
P r o d u c t i o n  o f  R e f i n e d  
P e t r o l e u m  P r o d u c t s  in  2 0 0 6  
( T o t a l  =  6 . 5 6  B i l l i o n  B a r r e l s )

Economic, political and other factors driving up diesel fuel prices
In a d d i t i o n  t o  t h e  l a w  o f  s u p p l y  a n d  d e m a n d ,  t h e r e  a r e  a  n u m b e r  o r  o t h e r  f a c t o r s  
a f f e c t i n g  t h e  p r i c e  o f  d i e s e l .  T h e s e  i n c l u d e :

• A w e a k e n e d  U . S .  d o l l a r  b u y s  l e s s  c r u d e  o i l  o n  t h e  g l o b a l  m a r k e t  t h a n  in  p a s t  
y e a r s .

• A s  e n e r g y  p r i c e s  r i s e ,  i n v e s t o r s  a r e  p u t t i n g  3 r e  d o l l a r s  i n t o  e n e r g y  s t o c k s  a n d  
p r e d i c t i o n s  o f  f u t u r e  c r u d e  oi l  p r i c e s ,  w h i c h  h e l p s  d r i v e  u p  e n e r g y  p r i c e s  e v e n  
f u r t h e r .

Prooane (2%) 
Liquefied Refinery 

Gases' \2%,
Peirochem cai~

F eedsixks
Aspnalt and Road On (3%
Residual Fuei On [4%

Still Gas (4*14

Peiroieurn 
Coke (5%

Kerosene Typ' 
je i Fuel (85oi

O fie i (2'S>
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• C h i n a  h a s  b e e n  s t o c k p i l i n g  d i e s e l  t o  p r e p a r e  f o r  t h e  O l y m p i c s .  ( S e e  E l A ' s  " T h i s  
W e e  In P e t r o l e u m . ' 1 l u n e  4 .  2 0 0 8 . )

m
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A L A S K A  S T A T E  L E G I S L A T U R E  

H O U S E  J U D I C I A R Y  C O M M I T T E E

Representative Jay Ramras 
Chairman 

(907) 465-3004 
Fax: (907) 465-2070 

Rcpresentative_Jay_Ramras@legis.state.ak.us 
1292 Sadler Way, Suite 324 

Fairbanks, AK  99701 
(907)452-1088

Representative Nancy Dahlstrom,

Representative Ralph Samuels 
Representative Max Gruenberg 
Representative Lindsey Holmes

Representative John Coghill
Representative Bob Lynn

Com mittee Members:
Vice-Chairman

State Capitol, Room 120 
Juneau, Alaska 99801

October 10, 2008

M r. Ed Snifi'en, Jr.
Senior Assistant Attorney General 
1031 W 4 ,h Ave., Ste. 200 
Anchorage, A K  99501 -1994

Re: Mouse Judiciary Hearing

Dear Mr. Sniffen:

I would like to inv ite you and/or a representative o f 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 O ffice in Anchorage (716 W. 4th Ave., Suite 200). The purpose o f 
this hearing is to discuss the market price o f fuel in Alaska. Pursuant to our correspondence 
m ight you also see i f  M r. Pulliam from EconOne is available to testify?

We w ill be taking testimony from refiners, distributors, and retailers, as well as testimony 
from the Department o f Law as to the status o f their investigation.

1 look forward to your testimony, and to a productive hearing on October 20th. I w ill provide 
you w ith 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.

mailto:Rcpresentative_Jay_Ramras@legis.state.ak.us


€ A L A S K A  S T A T E  L E G I S L A T U R E  

H O U S E  J U D I C I A R Y  C O M M I T T E E

Representative Jay Ramras 
Chairman 

(907)465-3004 
Fax: (907) 465-2070 

Representat ive_Jay Ramras@legis. state. ak. us 
1292 Sadler Way, Suite 324 

Fairbanks, AK  99701

Representative Nancy Dahlstrom,

Representative Ralph Samuels 
Representative Max Gruenberg 
Representative Lindsey Holmes

Representative John Coghill
Representative Bob Lynn

Committee Members:

Vice-Chairman

State Capito l, Room 120 
Juneau, Alaska 99801

October 10, 2008

M r. K ip Knudson Via e-mail kknudson@tsocorp.com
Tesoro
2700 Gambell Street, Suite 500 
Anchorage, A K  99503

Re: 1 louse Judiciary I learing

Dear M r. Knudson:

I would like to invite you and/or a representative o f 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 O ffice in Anchorage (716 4lh Ave., Suite 200). The purpose o f this 
hearing is to discuss the market price o f fuel in Alaska.

A t this meeting, we w ill address the price o f fuel at the pump as well as the price o f home 
heating o il and why the prices have dropped substantially nationwide but, the prices in 
Alaska have remained re lative ly fiat by comparison.

We w ill be taking testimony from refiners, distributors, and retailers, as well as testimony 
from the Department o f Law as to the status o f their investigation.

1 look forward to ''ou r testimony, and to a productive hearing on October 20th. I w ill provide 
you w ith 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?fcntative Jay Ramras, Chair
louse Judiciary Committee

mailto:kknudson@tsocorp.com


T E S O R O

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 
A laska State Legislature 
State Capito l, Room 120 
Juneau, A laska 99801

Dear Chairman Ramras:

Tesoro declines your inv ita tion to appear before the House Jud ic ia ry Comm ittee for a 
second time at the October 23, 2008 hearing.

Tesoro is cooperating w ith the A tto rney General’s investigation on gasoline prices and 
we are meeting w ith M r. Sn iffcn on the 22nd We believe that forum is best due to the 
proprie ta ry business in fo rm ation we arc provid ing. We assume you w ill receive a report 
o f the conclusions o f the A tto rney General’s investigation.

S incerely,



A L A S K A  S T A T E  L E G I S L A T U R E  

H O U S E  J U D I C I A R Y  C O M M I T T E E

Representative Jay Ramras 
Chairman 

(907) 465-3004 
Fax: (907) 465-2070 

Representntive_Jay_Ramras@legis.state.ak.us 
1292 Sadler Way, Suite 324 

Fairbanks, AK 99701

Representative Nancy Dahlstrom,

Representative Ralph Samuels 
Representative Max Gruenberg 
Representative Lindsey Holmes

Representative John Coghill
Representative Bob Lynn

Com mittee Members:
Vice-Chairman

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:

1 would like to invite you and/or a representative o f 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 o f fuel at the pump and why the prices have 
dropped substantially nationwide and the price o f 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.

I look forward to your testimony, and to a productive hearing on October 20th. I 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.

mailto:Representntive_Jay_Ramras@legis.state.ak.us
mailto:dlchapados@petrostar.com
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Representative Jay Ramras 
Chairman 

(907) 465-3004 
Fax: (907) 465-2070 

Representative Jay_Ramras@lcgis.state.ak.us 
1292 Sadler Way, Suite 324 

Fairbanks, AK  99701

Representative Nancy Dahlstrom,

Representative Ralph Samuels 
Representative Max Gruenberg 
Representative Lindsey Holmes

Representative John Coghill
Representative Bob Lynn

Committee Members:

Vice-Chairman

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:

I would like to invite you and/or a representative o f  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 o f this hearing is to discuss the market price o f fuel in Alaska.

At this meeting, we will address the price o f fuel at the pump as vvcll as the price o f  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 o f Law as to the status o f their investigation.

1 look forward to your testimony, and to a productive hearing on October 20th. I 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
H ouse Judiciary Committee

mailto:Jay_Ramras@lcgis.state.ak.us
mailto:jeff.cook@flir.com
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House District 10

House of Representatives

Fax
To: Pam Finley

Fax #: (907) 465-2029 Number o f 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. I 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? 1 will 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


L E G A L  S ER V IC E S
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 6 th St., Rm. 329

M E M O R A N D U M  October 20, 2008

SUBJECT: Confidentiality agreement

TO: Representative Jay Ramras
Chair o f  House Judiciary Committee 
Attn: Jane Pierson

FROM: Pam Finley
Revisor o f  Statutes

You have asked for language for a confidentiality agreement concerning responses to 
CIDs the House Judiciary Committee receives from the Department o f  Law related to the 
price o f  petroleum products in the state. I suggest the following:

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

I agree to keep the confidential materials confidential and not to make 
them available to my staff or to any other person. I further agree not to 
discuss the contents o f  the confidential materials except in an executive 
session o f  the House Judiciary Committee. This agreement does not 
require me to keep confidential ( l )  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 o f  the refiner or distributor or disclose proprietary information or 
trade secrets.

Signature Date

Note that I limited the materials to those received during 2008 because I thought some 
specificity would be useful and assumed that the materials would be disclosed before 
2009. If  that's not true, the date can be changed. The last sentence o f  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 o f  Law cannot accept 
this, the last sentence can be deleted.

Please let me know if  you have any additional questions.

PF:!jw 
08-308.Ijw



L E G A L  S E R V IC E S

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA State Capitol 
Juneau, Alaska 99801-1182 

Deliveries to: 129 6 th St., Rm. 329

M E M O R A N D U M Septem ber 12, 2008

SUBJECT: S fate sale o f  royalty oil at below market prices 
(Work Order N . 26-LS0097)

TO:

FROM:

Repres itative Jay Ramras 
Attpi Jane Pierson

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 o f  
Alaska."

If such a sale is "consistent with the public interest," m ade for the "m axim um  benefit o f  
[Alaska's] people,"' and approved by the legislature,2 the state m ay sell its royalty gas to 
an in-state refinery at a price below market value.

' The Alaska Constitution's art. VIII, secs. I and 2, provide t h a t :

SECTION 1. Statement o f  Policy. It is the policy o f  the State to 
encourage the settlement o f  its land and the developm ent o f  its resources 
by m aking them available for m axim um  use consistent with the public 
interest.

SECTION 2. Genera! Authority. The legislature shall provide for the 
utilization, development, and conservation o f  all natural resources 
belonging to the State, including land and waters, for the m axim um  
benefit o f  its people.

2 AS 38.06.055 provides:

(a) In addition to the recom m endation by  the [Alaska Royalty Oil 
and Gas Developm ent Board] required under AS 38.06.050, the 
com m issioner o f  natural resources may not enter into a sale, exchange, or 
other disposition o f  oil or gas or o f  the rights or waiver o f  the rights to 
rece 've future production o f  royalty oil or gas under AS 38.05.183 without 
the prior approval o f  the legislature. The legislature may approve a sale, 
exchange, or other disposition o f  oil or gas or o f  the rights or o f  a waiver



I have a few comments related to your question.
i

1. Legislative approval o f a below m arket price sale o f  state royalty oil should be 
m ade 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 o f  surviving a court challenge. 
AS 38.05.183(e),3 which provides statutory guidelines that the com missioner o f  natural

R ep re sen ta tiv e Jay Ram ras
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o f  the rights to receive future production o f  royalty oil or gas only by 
enacting legislation.

(b) The provisions o f  (a) o f  this section do not apply to
(1) the sale, exchange, or other disposition o f  oil or gas for 

one year o r  less i f  the sale, exchange, or other disposition is entered into to 
relieve storage or market conditions;

(2) contracts for the sale o f  state-owned royalty gas or oil 
that specify the sale and delivery o f  not m ore than

(A) 400 barrels o f  crude oil per day;
(B) 460 barrels o f  natural gas liquids per day; and t
(C) 2,400 M cf  o f  natural gas per day.

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

Sec also AS 38.05.183(h) that concerns the sale, contingent upon legislative approval, o f  
royalty gas taken in kind by the state to gas or electric utilities at a negotiated price, if  the 
com m issioner o f  natural resources, after considering the consum er benefits, other 
benefits, and detriments o f  the sale, makes a written finding that the sale is in the best 
interest o f  the state.

5 AS 38.05.183(e) provides:

(e) W hen a sale, exchange, or other disposal o f  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 o f  a right to receive future royalty oil or gas, under a 
state lease under this chapter is made other than by  com petitive bid, the 
sale, exchange, o r  other disposal shall be awarded by the com missioner to



resources must consider in determining whether a sale o f  royalty oil or gas should be 
m ade o therwise than by competitive bid, suggests appropriate criteria that could be 
em ployed to m ake that determination.

2. A ny below  m arket sale o f state royalty oil to an in-state refinery im plicates the 
C om m erce C lause, article I, section 8, clause 3, C onstitution o f the United St- ,'S.

T h e  C om m erce C lause grants Congress the pow er "[to] regulate Com m erce with foreign 
Nations, and am ong the several States, and with the Indian Tribes." "Although the 
C lause  thus speaks in term s o f  powers bestowed upon Congress, the Court long has 
recognized that it also limits the power o f  the States to erect barriers against interstate 
trade."4 " [0 ]n ce  a state law is shown to discriminate against interstate com m erce '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 . j t  be served as 
well by available nondiscrim inatory m eans."5

Thus, the United States Suprem e Court distinguishes between state statutes that burden 
interstate transactions only incidentally and those that affirmatively discriminate against 
these transactions. W hile statutes in the first group violate the Com m erce Clause only i f  
the burdens they im pose on interstate trade are "clearly excessive in relation to the 
putative local benefits," statutes in the second group are subject to m ore dem anding 
scrutiny. If  a state law is shown to discriminate against interstate com m erce "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 nondiscrim inatory means.

R ep re se n ta tiv e Jay R am ras
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the prospective buyer whose proposal offers the m axim um  benefits to 
citizens o f  the state. The com missioner shall consider

(1) the cash value offered;
(2) the projected effects o f  the sale, exchange, or other 

disposal on the econom y o f  the state;
(3) the projected benefits o f  refining or processing the oil or 

gas in the state;
(4, the ability o f  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 o f  the state; and

(5) the criteria listed in AS 38.06.070(a).

4 Maine 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).

5 Taylor, A ll  U.S. at 138, quoting Hughes v. Oklahoma, 441 U.S. at 336 (1979).



Alaska's oil is an article o f  com m erce that has becom e a resource o f  profound national 
importance. Under the generally applicable rule o f  Com m erce Clause analysis, the sale 
o f  Alaska oil at a below market price to an in-state refinery could be struck down i f  the 
state was unable to "show that it advances a legitimate local purpose that cannot be 
adequately served by reasonable nondiscriminatory alternatives." If  the state is sellm;? its 
royalty oil at a below market rate to stimulate in-state developm ent o f  its industries and 
resources, the state should be able to meet its burden under an asserted Com m erce 
Clause-based objection. Even in the leading case critical o f  this state's efforts to 
construct a system o f  econom ic protection, the United States Supreme Court left open the 
door, under som e circumstances, to state efforts to provide a limited preference for a 
state's own citizens in the use o f  publicly-owned resources.6

3. The a ssertim  by Spencer H osie to the legislature in June 2008 that A laska could  
not sell its royalty gas at below  m arket prices is based on a m isinterpreted legal 
precedent.

In June o f  this year, the issue o f  selling the state', royalty interest at a price below the 
market price was discussed in a hearing related to the legislative approval o f  a license 
proposed by the com m issioner o f  revenue and the com m issioner o f  natural resources to 
pursue the development o f  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 o f  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. W hen Hosie addressed legislators on his second day, 
he acknowledged that he had erred.

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

R ep re sen ta tive Jay Ram ras
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6 Hicklin v. Orbeck, 431 U.S. 518, 533 - 534 (1978).

7 Gregg 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 o f  this exchange is currently available online at: 
h ttp://www.legis.state.ak.us/basis/get_minutes.asp?session=25&comm=:EN R & cham bz=B 
&datel =20080609& date2=20080609 (6/09/2008 10:06 am, 1 0 :0 9 -1 0 :1 2 ) .

http://www.legis.state.ak.us/basis/get_minutes.asp?session=25&comm=:ENR&chambz=B


I f  Mr. Hosie's citation o f  State v. Amerada Hess, et al.v, is understood as a wholesale 
refutation o f  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 Com pton did not rule that it was unconstitutional 
for Alaska to sell its royalty-in kind gas or oil below market value. Instead, Judge 
Com pton ruled that the com m issioner o f  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 com m issioner did not 
have the authority to enter into frase agreements that provided that the value o f  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 Autom atic  Transfer Meter (LA C T meter)) and (2) the interpretation o f  the existing 
statutory and specific lease language surrounding the determination o f  both "in value" 
and "in kind" royalty  paym ents for oil and gas under the defendant's leases.10

Judge C om pton  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." 
T he  judge  held that these constitutional provisions "reqitire[dj" (emphasis in original)12 
that the legislature set the terms o f  oil and gas leases as to provide the m axim um  benefit 
for Alaska's people and that any interpretation o f  the levant statutes or language o f  the 
mineral leases that provided for a determination o f  an "in value" oil royalty before the
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9 Civil Action No. 77-847 (1st J.D. AK, April 6, 1979).
10 O f  som e 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' 
se ttlement and allowed it to supersede the courts previous ruling on the merits. See 
Exxon v. State, 40 P.3d 786, 789 (Alaska 2001).

11 These provisions p-ovide in pertinent part:

Sec. 2. General Authority. T he  legislature shall provide for the utilization, 
developm ent, and conservation o f  all natural resources belonging to the 
State, including land and waters, for the m axim um  benefit o f  its people.

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

12 Amerada Less, at 18.



LA CT m eter would be unconstitutional because the unproduced product w as "something 
that had no or negligible market value." Id. at 19.

O f  greater relevance to Mr. Hosic's statement and your inquiry is that the case concerned 
lease agreements providing that i f  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 
com puting  the royalty. Id. at 2. Because o f  this provision, i f  the state were to take its 
royalty "in kind" from the lease, the amount realized would be less than i f  taken "in 
value," and consequently  the people o f  Alaska would not receive m ax im um  benefit for 
"in kind" royalty payments. What the ju dg e  wrote, and I believe was misconstrued, is 
that:

Constitutional and statutory limitations preclude the State from taking 
royalty "in kind" unless it is in the best interests o f  the State and for the 
m ax im um  benefit o f  its people. This must mean, and can be compatibly  
construed to m ean that the price paid when the royalty is taken "in value" 
is the m inim um  or floor below which the agency may not go.

(Emphasis added) Id. at 20 - 21.

This "minimum floor", or prohibition against the state accepting its royalty "in kind" if  
the "price paid" would be less than i f  the royalty is taken "in value," is applicable only to 
the facts o f  the case. It is a decision in which the court was speaking to the limits o f  an 
ad m in r tra t iv e  agency's authority, holding that the "Com m issioner [o f  Natural Resources] 
is prohibited from collecting royalty 'in kind' i f  the amount realized would be less than if 
taken 'in value,""1 because

This Court need not decide the extent o f  the Commissioner's  authority to 
adm inister the provisions o f  AS 33.05.180(a). It is satisfied that such 
authority does not extend to determining the am ount o f  royalty 
obligations. [The Alaska Constitution's art. VIII, secs. 2 and 12] require 
that the legislature set the terms o f  oil and gas leases in such a m anner as 
to provide the m axim um  benefit for its people.

(Emphasis original) Id. at 19.

This ruling establishes only  that the Department o f  Natural 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 o f  authority exercised 
by an adm inistrative agency and whether "the legislature has imperm issibly  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 o f  Alaska's oil or gas at a price below that which
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m would be received if  the royalty were taken "in-value" i f  that sale were determined to be 
for the m axim um  benefit o f  Alaska's people.

If  I m ay be o f  further assistance, please advise.

R ep re sen ta tiv e Jay Ram ras
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J a n e  P ie rson

From:

Sent:

To:

Subject:

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

Wednesday, October 08, 2008 12:41 PM 

Jane Pierson

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

Follow  Up Flag: Follow up 

Flag Status: Red

Hi Jane I jus t go t a round to read ing this op in ion W hile it m igh t be theo re tica lly poss ib le fo r the 
Leg is la tu re to de te rm ine tha t se lling roya lty oil for less than m arke t va lue is in the best interest o f 
A laska ," it wou ld be ex trem e ly d ifficu lt to do. ' Best in te res t o f A laska '' m eans all res iden ts o f A laska. 
Selling oil be low m arke t va lue to Teso ro and Flin t H ills wou ld on ly bene fit (m aybe) res iden ts served by 
those re fine ries No one e lse in A laska w ou ld rece ive tha t poten tia l benefit. W hen we sell oil at marke t 
va lue, the money goes to the GF and bene fits eve ryone Thus. Judge Com p ton 's conclus ion that 
market va lue se ts the floo r at wh ich we can d ispose o f the sta te s roya lty oil is a good one (even if it 
was d irec ted only to DNR ) A t the end of the day. the A laska Suprem e Court wou ld probably make the 
dec is ion on whe the r such a Leg is la tive p roc lam a tion vio la tes the A laska Constitu tion

So I agree w ith M r Bu llock tha t the Am erada Hess case may not prec lude som e kind o f leg is la tive 
action tha t dec la res the sa le o f roya lty oil for less than m arke t va lue is in the sta te s best interest But 
as a prac tica l m a tte r th is wou ld be very d ifficu lt to do and may not pass Cons titu tiona l review There 
may be som e sepa ra tio n o f powers prob lem with th is kind of review , but I haven 't focused on that 
aspect ye t The sure bet. as I testified , is a Cons titu tiona l am endm ent

Hope tha t helps!

Clyde "Ed " Sniffen Jr 
Senior Assistant Attorney General 
Commercial & Fair Business Section 
Alaska Department of Law 
1031 W  4th A ve  #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/nn, 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. I 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 I will try to adjust accordingly

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

10 /2 1 /2 0 0 8
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mailto:Jane_Pierson@legis.state.ak.us
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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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i n c l u d i n g  i t s  h i s t o r y  a n d  t h e  i m p a c t  i t  h a s  h a d .

H A W A II  G A S O L I N E  P R I C E  C A P S

History

• I n  2 0 0 2 ,  t h e  l e g i s l a t u r e  a d o p t e d  A c t  7 7  (H a .  R e v .  S t a t .  C h .  4 8 6 H )  w h i c h  e s t a b l i s h e d  
m a x i m u m  p r e - t a x  w h o l e s a l e  a n d  r e t a i l  p r i c e s  f o r  r e g u l a r  u n l e a d e d  g a s o l i n e  s o ld  in  
t h e  s t a t e .  T h e  a c t  w a s  o r i g i n a l l y  s c h e d u l e d  to  g o  i n t o  e f f e c t  o n  S e p t e m b e r  1, 2 0 0 4 .  It 
s u b j e c t e d  w h o l e s a l e r s  a n d  j o b b e r s  w h o  k n o w i n g l y  v i o l a t e d  t h e  l a w  to  a  f in e  o f  t h r e e  
t i m e s  t h e  a m o u n t  o f  t h e  o v e r c h a r g e  o r  $  2 5 0 , 0 0 0 ,  w h i c h e v e r  i s  g r e a t e r ,  p l u s  
r e a s o n a b l e  a t t o r n e y ’s  f e e s  a n d  c o s t s  a s  d e t e r m i n e d  b y  t h e  c o u r t .

T h e  a c t  w a s  p a s s e d  a f t e r  t h e  s t a t e  s e t t l e d  a  p r i c e - f i x i n g  l a w s u i t  w i th  t h e  s t a t e ’s  tw o  
m a j o r  r e f i n e r s  fo r  $  2 2  m i l l i o n .  T h e  a c t  m a k e s  e x t e n s i v e  f i n d i n g s ,  i n c l u d i n g  t h a t  “ t h e  
m a j o r  o i l  c o m p a n i e s  h a v e  b e e n  r e a l i z i n g  p r o f i t  m a r g i n s  f a r  in  e x c e s s  o f  t h e  m a r g i n s  
r e a l i z e d  i n  o t h e r  o l ig o p o l i s t i c  a n d  e q u a l l y  c o n c e n t r a t e d  m a r k e t s .  ” (An o l ig o p o ly  e x i s t s  
w h e n  t h e r e  a r e  o n l y  a  fe w  s u p p l i e r s  s e r v i n g  a  m a r k e t .  )

U n d e r  t h e  a c t ,  t h e  g o v e r n o r  m a y  s u s p e n d  t h e  g a s o l i n e  c a p  l a w  o r  a n y  i m p l e m e n t i n g  
r e g u l a t i o n  b y  i s s u i n g  a  w r i t t e n  d e t e r m i n a t i o n  t h a t  s t r i c t  c o m p l i a n c e  w il l  c a u s e  a  
m a j o r  a d v e r s e  i m p a c t  o n  t h e  e c o n o m y ,  p u b l i c  o r d e r ,  o r  t h e  h e a l t h ,  w e l f a r e ,  o r  s a f e t y  
o f  s t a t e  r e s i d e n t s ,  U n d e r  m o s t

c i r c u m s t a n c e s ,  t h e  s u s p e n s i o n  r e m a i n s  i n  e f f e c t  u n t i l  t h e  e a r l i e r  o f  (1) t h e  
a d j o u r n m e n t  o f  t h e  n e x t  r e g u l a r  o r  s p e c i a l  s e s s i o n  o f  t h e  l e g i s l a t u r e  o r  (2) t h e  
e f fe c t iv e  d a t e  o f  a n y  l e g i s l a t i o n  i n t e n d e d  to  a d d r e s s  t h e  m a j o r  a d v e r s e  i m p a c t .

T h e  a c t  r e q u i r e d  t h e  D e p a r t m e n t  o f  B u s i n e s s ,  E c o n o m i c  D e v e l o p m e n t ,  a n d  T o u r i s m• to  c o n d u c t  a  c o m p r e h e n s i v e  s t u d y  o f  t h e  p e t r o l e u m  i n d u s t r y ,  g a s o l i n e  m a r k e t ,  a n d  
p r i c e  c o n t r o l s  a n d  o t h e r  p o l ic y  o p t i o n s  to  l o w e r  g a s o l i n e  p r i c e s .  T h e  d e p a r t m e n t ’s  
r e p o r t  p r e s e n t e d  a  n u m b e r  o f  r e c o m m e n d a t i o n s  a i m e d  a t  f o s t e r i n g  c o m p e t i t i v e
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g a s o l i n e  p r i c e s .  I t  r e c o m m e n d e d  t h e  p r i c e  c a p s  n o t  b e  i m p o s e d ,  b e c a u s e  i t s  a n a l y s i s• s h o w e d  t h e y  w o u l d  a c t u a l l y  r a i s e  r e t a i l  p r i c e s  a n d  c a u s e  o t h e r  u n i n t e n d e d  n e g a t i v e  
c o n s u m e r ,  e c o n o m i c ,  a n d  p o l i c y  i m p a c t s .

In  2 0 0 4 ,  t h e  l e g i s l a t u r e  a m e n d e d  t h e  l a w  b y  p a s s i n g  A c t  2 4 2 ,  w h i c h  f o u n d  t h a t  t h e  
p r o b l e m  o f  h i g h  g a s o l i n e  p r i c e s  i s  p r i n c i p a l l y  d u e  to  a  l a c k  o f  v i g o r o u s  c o m p e t i t i o n  in  
t h e  w h o l e s a l e  m a r k e t .  In  c o n t r a s t ,  t h e  l e g i s l a t u r e  f o u n d  t h a t  t h e r e  is  c o m p e t i t i o n  a t  
t h e  r e t a i l  lev e l .  A m o n g  o t h e r  t h i n g s ,  A c t  2 4 2 :  (1) l i m i t e d  t h e  c a p  to  w h o l e s a l e  p r i c e s ,
(2) e x t e n d e d  t h e  c a p  to  a p p l y  t o  m i d - g r a d e  a n d  p r e m i u m  g a s o l i n e ,  (3) c h a n g e d  t h e  
b a s e l i n e  fo r  t h e  c a p  b y  u s i n g  t h e  a v e r a g e  o f  t h e  s p o t  p r i c e s  o n  t h e  N e w  Y o rk ,  G u l f  
C o a s t ,  a n d  L o s  A n g e l e s  m a r k e t s ,  (4) e s t a b l i s h e d  p r i c e  z o n e s  w i t h i n  t h e  s t a t e  a n d  
a l l o w e d  t h e  P u b l i c  U t i l i t i e s  C o m m i s s i o n  (PU C ) t o  v a r y  t h e  c a p  b y  z o n e ,  a n d  (5) 
e x t e n d e d  t h e  e f f e c t iv e  d a t e  o f  t h e  c a p s  to  S e p t e m b e r  1, 2 0 0 5 .  T h e  a c t  w e n t  i n t o  e f f e c t  
w i t h o u t  t h e  g o v e r n o r ’s  s i g n a t u r e .

O n  A u g u s t  2 4 ,  2 0 0 5 ,  t h e  P U C  i s s u e d  i t s  o r d e r  s e t t i n g  c a p s  fo r  t h e  p e r i o d  S e p t e m b e r  
1 t h r o u g h  S e p t e m b e r  4 .  T h e  w h o l e s a l e  c a p  r a n g e d  f r o m  $  2 .  16  fo r  u n l e a d e d  r e g u l a r  
o n  O a h u  to  $  2 .  5 0  o n  L a n a i .  C h e v r o n ,  S h e l l  O il ,  a n d  T e s o r o ,  t h e  m a j o r  w h o l e s a l e r s  
in  t h e  s t a t e ,  a n d  t h e  H a w a i i  P e t r o l e u m  M a r k e t e r s  A s s o c i a t i o n ,  a s k e d  t h e  P U C  to  
r e c o n s i d e r  t h e  o r d e r ,  b u t  i t  d e c l i n e d  t o  d o  s o .

O n  A u g u s t  3 1 ,  2 0 0 5 ,  t h e  P U C  i s s u e d  i t s  c a p s  fo r  t h e  p e r i o d  S e p t e m b e r  5  t h r o u g h  
S e p t e m b e r  11. T h e  c a p s  r a n g e  f r o m  $  2 .  4 3  fo r  O a h u  t o  $  2 .  7 7  fo r  L a n a i .  A lso  o n  
A u g u s t  3 1 ,  2 0 0 5 ,  t h e  P U C  i n c r e a s e d  t h e  c a p  fo r  K a u a i ,  u p o n  t h e  p e t i t i o n  o f  g a s o l i n e• j o b b e r ,  a f t e r  f i n d i n g  t h a t  t h i s  a d j u s t m e n t  m i g h t  b e  n e e d e d  t o  a v o id  s u p p l y  s h o r t a g e s .  
T h e  P U C ’s  W e b p a g e ,  h t t p : . / / w w w .  h a w a i i .  g o v / b u d g e t / p u c / g a s p r i c e c a p s / ,  p r o v i d e s  
i n f o r m a t i o n  a b o u t  t h e  c a p s .  A s  n o t e d  a b o v e ,  t h e  c a p s  d o  n o t  i n c l u d e  f e d e r a l ,  s t a t e ,  
a n d  c o u n t y  t a x e s ,  w h i c h  a m o u n t  to  a b o u t  5 8  c e n t s  p e r

g a l l o n .  T h e  c a p s  a l s o  d o  n o t  i n c l u d e  t h e  d e a l e r ’s  m a r k u p ,  w h i c h  t h e  H o n o l u l u  Star- 
B ulletin  e s t i m a t e s  h a v e  b e e n  h i s t o r i c a l l y  a b o u t  12  c e n t s  p e r  g a l lo n .

Impacts

S i n c e  t h e  c a p s  w e r e  j u s t  i m p l e m e n t e d  i t  i s  t o o  s o o n  to  d e t e r m i n e  t h e  i m p a c t ,  i f  a n y ,  
t h e y  w ill  h a v e  o n  p r i c e s  o r  s u p p l y .  A c c o r d i n g  to  t h e  A m e r i c a n  A u t o m o b i l e  
A s s o c i a t i o n ’s  F u e l  G a u g e  R e p o r t  ( h t t p : / / w w w .  f u e l g a u g e r e p o r t .  c o m ), t h e  a v e r a g e  
r e t a i l  p r i c e  fo r  r e g u l a r ,  u n l e a d e d  g a s o l i n e  o n  S e p t e m b e r  7 , 2 0 0 5  in  H o n o l u l u ,  O a h u  
w a s  $  3 .  0 0 5 .  A s s u m i n g  t h e  m a r k u p  r e m a i n s  t h e  s a m e ,  t h e  c u r r e n t  w h o l e s a l e  c a p  
w o u l d  a l lo w  r e t a i l  p r i c e s  to  b e  a p p r o x i m a t e l y  $  3 . 13  p e r  g a l l o n  o n  O a h u .

I t  i s  w o r t h  n o t i n g  t h a t  t h e  i n c r e a s e  in  g a s o l i n e  p r i c e s  o n  t h e  m a i n l a n d  in  t h e  y e a r  
b e f o r e  t h e  c a p s  w e n t  i n t o  e f f e c t  w a s  s u b s t a n t i a l l y  g r e a t e r  t h a n  t h e  p r i c e  i n c r e a s e  in  
H a w a i i  d u r i n g  t h i s  p e r i o d .  O n  O c t o b e r  6 ,  2 0 0 4 ,  t h e  n a t i o n w i d e  a v e r a g e  p r i c e  fo r  
r e g u l a r  u n l e a d e d  w a s  $  1. 8 4 ,  c o m p a r e d  to  $  2 .  3 1  in  H a w a i i  (i. e. , g a s o l i n e  w a s  4 7  
c e n t s  p e r  g a l l o n  m o r e  i n  H a w a i i ) .  I n  c o n t r a s t ,  b y  A u g u s t  6 , 2 0 0 5 ,  t h e  n a t i o n w i d e  
a v e r a g e  w a s  $  2 .  3 4  a n d  t h e  H a w a i i  a v e r a g e  w a s  $  2 .  6 8  (a  3 4  c e n t s  d i f f e r e n c e ) .  B y  
t h e  t i m e  t h e  c a p s  w e n t  i n to  e f f e c t ,  t h e  H a w a i i  a v e r a g e  w a s  o n l y  a  few  c e n t s  l e s s  p e r  
g a l l o n  t h a n  t h e  n a t i o n w i d e  a v e r a g e .  T h i s  s u g g e s t s  t h a t  H a w a i i  is  s u b j e c t  t o  m a r k e t  
f o r c e s  t h a t  d i f f e r  s u b s t a n t i a l l y  t h a n  t h o s e  a f f e c t i n g  t h e  r e s t  o f  t h e  c o u n t r y .
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G o v e r n o r  L i n d a  L in g le  h a s  s a i d  s h e  w o u l d  s u s p e n d  t h e  p r i c e  c a p  if e i t h e r  o r  b o t h  o f  
t h e  s t a t e ' s  r e f i n e r i e s  i n d i c a t e d  p l a n s  t o  c lo s e .  S h e  a l s o  s a i d  s h e  w o u l d  s u s p e n d  t h e  
c a p  if  H a w a i i  w e r e  to  e x p e r i e n c e  w h o l e s a l e  o r  r e t a i l  g a s  s h o r t a g e s  s t e m m i n g  f r o m  
c u r t a i l e d  s h i p m e n t s  to  t h e  s t a t e .

KM: d w
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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 bill 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 Oil. "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 an1 -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
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Q ue s tio n s

1. Is Flint Hills m aking less gasoline in favor o f  m aking m ore je t  fuel?

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

3. H ow  have environmental regulations affected refineries in Alaska?

4. Approximately, what would it cost to convert Flint I fills to natural gas?

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

6. W hat do you see as the m ajor factors that contribute to the fact that gas prices 
do not com e down as quickly as in the Lower 48 and lag behind the price o f  oil 
when it falls?

Kd Sniffen/Barry Pulliam

1. Why has Alaska not seen a reduction in retail m otor fuel similar to w hat has 
occurred with the price o f  a barrel o f  crude, a reduction o f  50% ?

2. Do you think that the definition o f  "d isaster" be expanded to include “ economic 
well-being” ?

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

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

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

6. Is the price o f  royalty oil som ewhat responsible for die high price o f  fuel?

7. Should the State o f  A laska regulate all refining and distribution o f  petroleum 
products o r  would the price o f  fuel simply go up even higher under a regulated 
environm ent?

8. W'ould it be possible to limit the price o f  royalty oil for in-state use. and what
affect it would have on gasoline and hom e-heating o il9

R e fin e ry  Q ue s tio n s



9. If there was more available storage would the price o f  gasoline be lower in 
Alaska.

10. Are A laska’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

MEMBERS PRESENT

HOUSE RULES STANDING COMMI ITKK

R epresentdt  iv e  Jorin Coghi . .. Chd»r
Represent a t i ve An ha Ka i r r: i ouoh 
R epresent At iv e  Craig  Johnson
Kept esont.dt i vt* Kn ipM Sarri<-G s f A< IIA '.bromic it  r «•«.
Represent a t  iv e  h e r  h Kertr r.a (AGFA . ubr uimt* i ' <»e

SENATE .-RECTAL COMM: T'l 1-E ON ENERGY

Senator  C h a r l ie  Huggins, Chair  
S e n a t o r  B e r t  S t e d t f i d i . . v , r < I ' L a i i  

Jena* or Fred Dynon 
'enator Him Eiron  

Senator I yc* Cs«.*er.
:V ' : r i ' .L y m a n  Hc«f f:tar,
:-;enn r oi Nona Id son 
Senator ‘ •my . t o v e n .

«it i .Joe "'hnififjY*
S e n a t  : Thoma*. W<ig>:>-r 
.'eT*dLu: B. . I Wiol OChoWJ-N .

MEMBERS ABSENT

HOUSE K K: STANDING • • >MM: v:

R e p r e s e n t a t iv e  John ilmrii*. {Chair, AG. a .bcui:JM 11« •*) 
Represent <*t ive  .v w .d  r,ut ten h erg

SENATE SPECIAL < OMMITTJ2E ON ENERGY

sennt n i i.es i 1 McCu l1 o

OTHER LEGISLATORS PRESEN ?

Kepi t'SCI.i at  : vc* L< i d i  
Ki *pr *_*i < mj at . ve t. tier..i j i t 
R epresentat  i v e  Crawford 
Hopi user. t n t i ve Dah 1 s? k i on 
Hot»r titfontali ve No L1 
R e p r e s e n t a t iv e  Dooqan 
R epresentat  iv e  L'dgmoti 
R e p r e s e n t a t iv e  Gara 
Kepresent.it  iv e  C.ardnei 
P e p ie s e n t a t  iv e  Gat to
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R e p r e s e n t a t iv e  Gruenberg 
R e p r e s e n t a t iv e  Holmes 
R e p r e s e n t a t iv e  Johansen  
R e p r e s e n t a t iv e  J o u le  
R e p r e s e n t a t iv e  Kawasaki 
R e p r e s e n t a t iv e  K e lly  
R e p r e s e n t a t iv e  Lynn 
R e p r e s e n t a t iv e  Meyer 
R e p r e s e n t a t iv e  Neuman 
R e p r e s e n t a t iv e  Olson  
R e p r e s e n t a t iv e  Ramras 
R e p r e s e n t a t iv e  Roses 
R e p r e s e n t a t iv e  Seaton  
R e p r e s e n t a t iv e  S t o l t z e  
R e p r e s e n t a t iv e  Wilson

S en ator  Bunde 
Senator Davis  
Senator  E l l i s  
Senator French 
Senator T h e r r ia u l t

COMMITTEE CALENDAR

HOUSF BILL NO. 2001
" h r .  Art ap proving  i s s u a n c e  o f  a l i c e n s e  by the mr ' uiisi 
revenue and th e  commissioner o f  n a tu r a l  resource;;  to  Ti ^risCau 
A!rtr.K« Company. LLC and F o o t h i l l s  Ripe ! nes Lin. .,t d . y  
‘ i r e n s e e ,  under the  Alaska G a s lrn e  Inii.irwrani A C ; and pruviri 
for  an e f f e c t i v e  d a te ."

HEARD AND HK;.U

•: ENA'! R BILL NO. 2 :• 01
'A;. Ar*» Oppr living nuance ul cl . ■ et . e in ■ l.e < r u n .  i*v

revenue  rind *he commi B.-3 i 02’.*E*i’ ~iZ UIoJ I ’ -• 11 •'•*! ' l i  II.’.:'1
A . ral’kra COHtpdfiy. FtiOt hi i 1 .j P*- IJ* iDt'i. •-.1. i •*

: c e n s e e ,  under th e  ALrtirkn t l / is i i f je  1 : i . A t  t ; j j • /
i o i  Jin e f f e c t :vp  dat e

HBAND AND HFi.D

PREVIOUS COMMITTEE ACTION

BJM 1
3HOFT TITLE: APPROVING AG!A LICENSE
• i Z 'Ni'«>»'( A » : K tv: nv istfcUllRS'" OF '('HI GOVFrN'tl-

. u . r ; on FEAD THE I'I RUT "Tl'lE 1 EPFP.RAI •
ije •'[/ i • - - (H) Rl.S
Qfi/0.1 .. (H) WRITTEN FINDING .' u VF PERM J NAT' "ft
ob /04 U8 nil F.LS AT 9:03 AM < AP1TOL . .  J
(16.'04. Oh on Silt)' iitiin : • * e o  h i  u n ed
0b ‘P6 MIS (K) Rt.p AT 4 i0 0  /Jk hEPRY MILLER uYM
It ■ or. OS Oil llOUie S t e e l n i  Jubtomiti t • c e  on At-1A
i/F /'.< 06 (HI RI..S AT ! '■:'•() AM ’m'RY '•'II El 1 \K
06/06/1 B (Hi He ..e S p e c ia l  'ubcomirit• »«• on A..IA
06 /O'? ''06 Oil AT lutOO AM TERRY MI ( LLP GYM
0 6 / 0‘? / 06 on .* ({iott.11 '(uLcnmm ■' i'c *»i' Afi l A
Oft/Ofi/OB (HI *L :• AT 1:00 PM TERRY MILLER “.YM

BILL: SB.1001
SHORT TITLE: Al'l’ROVINC; AG IA LICENSE
SPONSOR(S): RULES BY REQUEST OF HIE GOVERNOR

of
ada

ej. • 
nq

of
.»• In
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0 6 /0 3 /0 8  
0 6 /0 3 /0 8  
0 6 /0 3 /0 8  
0 6 /0 4 /0 8  
0 6 /0 4 /0 8  
0 6 /0 4 /0 3  
0 6 /0 5 /0 8  
0 6 /0 5 /0 8  
0 6 /0 5 /0 8  
0 6 /0 6 /0 8  
0 6 /0 6 /0 8  
0 6 /0 6 /0 8  
06 .07  '08 
0 6 /0 7 /0 6  
0 6 /0 7 /0 8  
06/CB/08

(S)
(S)
(S)
(S)
(S)
IS)
(S)
(S)
(S)
(S)
(.0)
(61
IS)<s>
IS)
IS)

WITMESS REGISTER

READ THE FIRST TIME - REFERRALS 
ENR
REPORT ON FINDINGS AN!. DETERMINATION 
ENR AT 10:00 AM TERRY MILLER GYM 
Heard & Held 
MINUTE(ENR I
ENR AT 9:00 AM TERRY MILLER GYM 
Heard 6 Held 
MINUTE (ENR)
ENR AT 10:00 AM TERRY MILLER GYM 
Heard R Held 
MINUTE IENF I
ENR AT 10:00 AM TERRY MlI.lFr GYM 
Heaid 6 Held 
MINUTE IENF)
ENR AT 1:00 PM TFRKY Ml :.LFR GYM

TOM IP.WIN, Commi s  s  i oner  
Department o f  N atural  H esourres  
Anchorage, A laska  
POSITION STATEMENT:
d e te r m in a t io n  ot th e  TransCanada Aiaiska C ontpar y
< '1 r nJ.r.Canafiri " )  p ro  )er< .

PA‘!’i< ‘ CK ilAl.VIN. Comm • ;:oi r:11*_•: 
j e p a : » r.er.t. o f  Heve;
J tinea i, A laska
POSITION STATEMENTS • t* I J •
Tr til'PCar.tida pro_,er* d u / in u  ' lie htvirui'J on AH

Cl/A-K ‘VI .*>*' HtSHOR. L*t»wi$<3lur»ex
Oepai • tt'efi1 OJ habor • > '-Vor•*> ' be * «op;t*M
J *.e«ui. A laska
POSITION STATEMENT: ! 1 l-s ed r.
p- 7,1-;?' • :jt. p r e s e n t  a t  J or, rng/irding oht. .in*! ' • •«i f i ; • r - • ,i! M“ * ° 
the Tran.^Car.adA p r e f e c t  .

•lifV BK1/I. A.;r.. t»? rti‘.« C<»; jr. i m  »o!.»o 
D;: e r ro r  
( .. :.r : .  .*1 t ;! Ce

. . .jt, »i A<lmJTii s ’ rat  i ve  :crv  «*
Depar • tt'ftnc •I Lru>o: (* Woi K fn;re  U^vc. • pm^r'
POSITION STATEMENT: luve i l l . : ’ i

: t-‘ Hfi: <i' jr. r e g a r d in g  ni •»:.(! I ru in .n o  •» .i:-*l f . * h< p .pinc-l
: : .ir.oGa.’Uida pro  ecr  .

8RYNM KEITH. R esearch  Gill cl  
R esearch * A n a l y s i s  
G eneral O t t i c c
Division Adiru I. i s •. r nt I Vt* iViviCY:
Deparbrr.t : Labor r. W orkforce Develop::.  '
POSITION STATEMENT:
pipgenui Ion ri oar tl(n$ 1 mu! : r > 1. 1 re <1 v< ! i» 1 In pp/iXn)nl
Tr.meC.M.aj.i p i o i e c t .

CUNRAD mm; ..I<:a: , C o i n ' l a r  •- 
ARCADIS
Dunver. Mol01  ado
POSITION STATEMENT: P: i • MOO a P> . ■ ' P.
short and loncj tern  employment genera t eO hy com 1 r i c  m ami
o p e r a t io n  ot  an A lask o  N atural  Gas P i p e l i n e  P r o ' c c t .
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G. ALLAN VAN FLEET, A ttorney  
Greenberg T rau rig ,  LLP 
Houston, Texas
po s it io n  statement: P resen ted  l e g a l  i s s u e s  a f f e c t i n g  producer
p a r t i c i p a t i o n  in  TransCar.ada'8 proposed g a s l i n e .

SPENCER HOSIE, A ttorney
H osie  McArthur LLP
San F ra n c isc o ,  C a l i f o r n i a
POSITION STATEMENT: P resen ted  le g a l  i s s u e s  a f l e c t i n g  producer
p a r t i c i p a t i o n  in  Yrar.sCanada* s  proposed g a s l i n e .

ACTION NARRATIVE

CHAIR CHARLIE HUGGINS c a l l e d  th e  j o i n t  m eet ing  of *e House

Rules S tand in g  Committee Subcommittee on AGIA and t h e  Senate  

S p e c ia l  Committee on Energy t o  order  a'. 11 !• ftij)! _ PM.

HM_ •; :•!_ APPROVING AG IA LICENSE 

Sit 30111-APPROVING AG! A LICENSE

1 : .6 :19  PM

CHAIR 1*01 Nt atinountva t h e  n n ‘ **• ' ’ >•>*. **«...<! »■ r«*tice

todav s p r e s e n t a t i o n s  by h e a r in g  «:■ ■••.•••: • .ew f : or ■

l**r 1 ru : it, I >li**we*i Ly an ' e t " **** *- ' • ■

. one'

'eXM.ISSIONEK TOM IRV.1N Departs el.I I N ature.  - *• . f <

pro enfo o  .i sumnary : t h e  *\r.d .se'.ei; ifW

Cl!, ida Al oikd Gor.p.i; y -inAd**"i p i"  e(*l •• * I

rlia' • :.-> Known ft.o' deve "pm*li' i Am. i * • *'' . i n .  * *.
r * r.e c o r n e r s to n e  of f he . l a  e  . ecouop>y *i* . *'h F ’* * i

world c l a s s  n a n u m . v-e b a s in .  lie . m l  '’Full:! r. *, We rt

lo o k in g  .*' Lu4 n  . l i m n  r u b le  f e e t  of  >in*l■ *•« *..*.• at  V

recover ol* it* r *•:•<•! Vo::. :■ a d d i t io n  * * k> ow * • **•<•• .

Then* * H ly n i  Meant v o l u t e s  of n n t i . td .  wn.<!, .o / .  i-nrn-r

Irwin d e sc i  ibed  a*; "economical l y  - ear. energ y  for A. . k,. f**!

I tic J llltcd StatCU. I'M Ifi'1 wor ld  ■ He '.aid ' f>< • *nw nu

l a t t o i t  a r e  r ig h t " :  t im e, quant i t  i c e .  anil .*•■•*. : -i’.' i .  .
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#

#

and ‘ 80s ,  he r e la y e d ,  Alaska "worked hard and dieamed o f  g e t t i n g

n a tu r a l  gas t o  m arket ."  C onsidered  at th e  t ime were an o v er la n d

rou te ,  an "over th e - h e a d '  rou te  from Alaska t o  Canada, and

l i q u e f i e d  n a tu id l  g a s  (l.NG) . He s a id .  "Frankly, gas p r i c e s

s topp ed  i t  a l l  -  drum p r i c e . ” In 1998. he c o n t in u e d ,  th e

Stranded Gas Development Act was p a ssed ,  which co.tj' i s s io n o t

Irwin sard was a good Act. At the I inn*, gas was around $.1 per

thousand thousand B r i t i s h  therma: . u : t s  (MMB*.u) . The idea

behind ’Ire Ac* was to work with interested companies hr :doe

Mie economic gap- F iv e  ’I' . jps s ,:-i ’ • I appi < a l i e n :  n

one group was s e l e c t e d ,  and, through n e g o t i a t i o n s  i d i a t t

f i s r m  c o n t r a c t  war r e le a s e d  May • < . n o n

* r.e 'toy,* a' lor. e recoil led .  no '' 'I :Ot .*J-, j opi

producers  e s s e : , - t a l l y  • . ir..-. * * i„1 to *. :i - , c . i - r t d e i  r,.r ,. rat

, ■... ex* I..,:.*:" i b n   • '• ■' ,'-*

which .rllMJdeu mine 'ha*, it'.  Ii* 1 u : .'ui* >.y«

, . ,  • ; ft • • . ' I irli ! . I : . If. I .■>::'. * lAI •* . ;

of p* "..l c t  i * nxe, .,r.d ■ r.cvil *tg .'**! «•: a 1 , 1 a* '*

iCiini'.  . eq S x :.i' - /■ •. cii.o -air i n r s t  in':. w* . ss> .ti/r . ‘loth;.ntf ,r>

*r..." ■ ‘ t a c t  encored  cifrvo."hl-enT UV ■' ’ t.e to . r e

I .at II.JI ijill ...t )'•!■•* ip :« ■ !'«•• MMh . a 111 ' . .e

lie vta ‘ • •: • l;a* -* seeifu ihcrocr.i «•’ rhu* ‘>i-* w« •' '■ ■ 1
huge *.i i .""i- I * w.»i e  ■> ' ..*»■< •• W‘ ‘ i 'o"i*i ' o i ,ooi

eneryy yor 'n o th in g  wo moving f trw a n .

. .vy rSSI'TNER JWflN r • . . . . . .  .• Ht1 *.o i

Art | AG 1A i Wur p a -r e d  by the  Ai.-.hk. r,-.i e  I.egi i. " tre in

with o n.'or / inai, I a .. '* *’i' I • r |", o *! At,, o v.

.'lit'C'Ut age at' oxpi.'tt: 1 I'll const I i'tion O! I, tlftt ltd*. unt prpelill'

! h iough an open i .nmfwu ►•■.' pi'm vs.* 'l.i* a l l o w s  . orrpet »t mr,

n ex' hange lo t  ,-omml I mem c l e g . ' t e i i  n At..A th e  ' eg i i; la in t  e

o t t e r e d  a package "l induceim-nt 'Mu l e g i s . a t u r o  n.oiie tin

COMMISSIONER IRWIN offe red an h is to r ic a l review. In the *70s
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inducem ents a v a i l a b l e  to  an AGIA l i c e n s e e ,  i£  th a t  l i c e n s e e  

would a g r ee  to  meet th e  requirem ents  and make th e  commitments  

t h a t  the  l e g i s l a t u r e  deemed n e c e s s a r y  to  p r o t e c t  th e  s t a t e ' s  

i n t e r e s t ,  which Commissioner Irwin s a id  he b e l . e v e s  was a w ise  

d e c i s i o n .

1 :1 2 :3 0  PH

COMMISSIONER IP.WIN r e c o l l e c t e d  that  in  Ju ly  2002. when AGIA 

became law, th e  s t a t e  i s s u e d  a request tor a p p l i c a t i o n  to: <■ 

l i c e n s e  t o  be i s s u e d  under AGIA. F iv e  a p p l i c a t  io n s  were  

su b m it ted ,  and o n l y  th e  Tv nsCanada a p p l i c a t i o n  was round t o  bo 

c o m p le te .  Commissioner rwiri s a id  he and Commissioner Pat 

t :a l" in  d e c id ed  th a t  TransCanada' u net p re se n t  v a . je and

. ik e l lh o o d  o l  s u c c e s s  cuuici not be e v a lu a t e d  i a . r l y  w: tr.out a . :  - 

lo o k in g  at : tie t.Nr  o p t .o n  and • » •  HP. I'onor o^h i I p f ,  ' l a s ' r . ,

Iru...  Penal i pr o ; e c ‘ . .

COMM IRWIN until roChnU'c .ed.i ■ a • . 1 i'trit' a

oro hydnpenrbon r e s e r v e s  re.,r.: r wpie formed •• o r a e i  r e  .nake

ear ...........mt .■•: . th e  pr< l e f t s  He s t a t e d  '

teams w e n  co u n te d  on to  independent 1 y v iew  tin e x i s t i n g
. . .torna- .on and : .  .<• in o p in io n  ■»' i / e d  t h e  ■ t. wyr.ry

e x p e r t i s e  • : th o a e  I'uv Iv< I, a ' . t h e  v  ' ■- t«

a v a i l a b l e  t o  t h e  i e g i s l a t  i r e .  He >■ ■ •• i

ijj , > !jh adml n i . ir . ta t io n  no1 ■-,.u ' :••* udy > I 1 h«

, nrninacior*, bn: r e  make i t s e l f  «nd . t o  ■ t»s i l t a n t s  a* a i i i i b l c  to

e,.c . .  l e g i s l a t o r  t o  e n s u e  " l ig h t  answers' u i e  p r o v id e d .

: ' ’ PM

C''M.MIf niONF.R IF.WIN un.d  lie and foiitmi i "r.ei Clt.lvin round 1 haf 

th e  "path" o t  l i n e d  by Tr.insCanada i :■ i « e iy  - o  uuc’Cfedi That 

company p r e s e n t e d  -j work p lan  that i s  t e c h n i c a l l y  r e a s o n a b le ,  

f e a s i b l e ,  and s p e c i f i c ,  he s a id ,  The p .a n  would <n< ode t h e  use

ol t.retinol o<;y t h e 1 TransCanotla i s  f t n n . a i t . ,  af.iti.j t o  op ei  a t e

h ttp ://w w w .le g is .s ta te .a k .u s /b a s is /g e t m in u te s _ c o m m .a s p ? lis e = H & s e s s io n -2 5 & c o m m -R . .. 10/23 2008
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p i p e l i n e s  in  c l i m a t e s  r .m ilar  to  A la s k a ' s .  Regarding th e  

s c h e d u le ,  he s a i d ,  " Includ ing  th e  t im in g  o f  U .S .  and Canadian  

r e g u la t o r y  a p p ro v a ls  i s  a g g r e s s i v e  but r e a s o n a b le  and 

a p p r o p r ia t e ."  He s t a t e d  th a t  TransCanada has the  f i n a n c i a l  

a b i l i t y  t o  c o n t r i b u t e  e q u i t y  t o  th e  p r o j e c t ,  a s  w e l  a s  to  

o b ta in  the  f in a n c in g  n e c e s s a r y  for  c o n s t r u c t i o n .  T:anst'anada  

has a s t r o n g  reco rd  ot performance in  d e v e lo p in g  otr .er  la r g e

p r o j e c t s  and p o s i t i v e  reco rd s  o t  . n t c y r i t y  and b u s in e s  e t h i c s .  

Commissioner Irwin s a id  com m issioners  a l s o  c o n s id e r e d  whether  

s u f f i c i e n t  n a tu ra l  gas  e x i s t s  on the  North S lo p e  to  f i l l  the  

c a p a c . t y  Of 1't aiisCanada' s proposed p i p e l i n e  for  if' yem ' .

1 :1 6 :1 8  RM

COMK. SSI ONER IRWIN I f l a y e d  that  the  c o n c lu s io n  made t.hiit

A laska has enough na tura l  ga s  r e s o u r c e s  to  f i l l  t l ie  Trar.sCanada

p i p e l i n e  Uit :<6 yearn and for d ecad es  lo n g er ."  He added that

’ * i* i c t r u e  eve:. I hough Rolnt Thompson nat ::.i g a s  nny not he 
a v a i l a b l e  for any p r o j e c t  riutinq i t s  , n . '  yea rs  • • 'he

geo oyy . iWW I. : rv.    • ' ,

per: ,'ei In c .  : c  do mode1 .t.g ro  «■ 1 .. . a t f  whu' r rr . i .:.g

in j . ' .nr  . nompr.on. he ...J 1 ri n 'v  rage  c .g  . : ■.a u ' ' i»r- /

a r e  t h e l e  l i k e l y  s e v e r a l  m . . i io r i  r ia t id . :  t I- ’ ■•■ •• . . .are  .»

ft. •! .''hint p: or.. b i t  th er e  are  a l s o  sevei. ' . l  nn.alrcl'.  ..  • ..

t bar i e l s  i . I Oil he fliert • oneli 'h e  wnf ■*' 1 1' " ' • il.'l

■Ja: Conservat i on Cowmiss: 0 :* lAOtXVi wutks,  and '.'aid. "'Any

r e a s o n a b le  s t a t e  or r . o v u  e:gsi would want ' h . . t  i e r o v e i  i - l  f . i s ;  

Comm i si-i flier I w:n s a i d .  “Wha I we have heel '"Hi i 'h e  pa ' .n«l

what we know l oilay i s  s i g n i f i c a n t l y  d i f f e r e n t .  We have .ea rn ed

t h i s  s t a t e  needs t o  l o n i . l n i e  t o  indei . tar . i l  th ing:  l i c e  awn

b a i l s . "  UI-* ta lk e d  about b e ing  tionest and i t"1 r.y tin  

l e g i e l a t u t e l  know when things have changed, lie f o n t  ihU'.u:

Now. l e t ' s  sa y  wc, a s  a s o v e i e i i j n , s a i d  "We a .  . .
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w a ste  t h a t  energ y;  we w i l l  w as te  r.he l i q u i d s  from the  

g a s  co n d e n s a te ;  we w i l l  w a s te  the  o i l ;  w e ' l l  j u s t  p u l l  

th e  g a s  o f f . "  Our problem i s  t h i s  f i e l d  i s  c a l l e d  a 

r e tr o g r a d e  f i e l d .  IThere a r e l  over 10 ,000 pounds per 

square  inch  i - ssu re .  The e x p e r t s  say  i t  we s ' u r t  

dropping t h a t  p r e s s u r e ,  th e  l i q u i d  co n d en sa tes  s t a r t  

f a l l i n g  ou t;  we can l i t  a l l y  p lug the  f i e l d  where

w e ' l l  c e r t a i n l y  l o s e  th e  l i q u i d s ,  but we can a l s o

s t a r t  p lu g g in g  conduct t v i t y  no we l o s e  the  g a s .  Point  

Thompson i s  a remenoous a r e a .  Wo have a l o t  -I 

l i q u i d s .  We need to  recover  them f i r s t .

But -o t  tt.e t e l l  you. when th a t  dew.-i h i t  ' h e  g a s t i r ie

team, i t  was a shock. We m media; e i y thought,  —w, we

hove a g a s l i n e  p ro je c t  1 w’iiat a r e  we g o in g  t"  do'"

Ana we went back t o  t h e  mode, t ivt . We modeled  
tl 111 eren t  volumes d i t i e r e i  • . ».< t ms d I t ’

5 re:m: i o n . Our co n c l  i.-:. on: we ;nve s .  Ircar.i r -.

' , 1  • f-e p r u d e  e t . ,  I 'h e  ! e.'le i Jl,’. .-t er.l

i fte . ’. a t e .  an!  fur ' C "lasKa ’ ■ . n«r g" , ' •a . i .  ■ ,

a nil ’ o move i t i . s  pt" 1 'or ward.

(ViHtSl itMlOHER IKKltl s a id  idtll • :oi.,n.. y t ; , “ cornu - is lottet  

c o n s id e r e d  th e  i la in  by ne pujoi  No-t*. ••»(»« prod.. er 1

T: anrt'ol’.ada Cannot ~ucci;c‘d bi.uaubi' Ut t ill  I . < ’ !'• 1 I .* , a.

O  p t  O  ‘ * *1 t i * W t « j , ( l  b e  t ■ t . ■'l r ... i r t'a : . ;;»'• .' ’ ’ *

: p e a k  .iter w it  ft t un i a i in a d u  * I i f  rr.lt i - a i ., t »•,

e u n e u lr a n t s  n t tu i t iv t  wkotnei IS i :••••, . ,t . what ■ n.

. . . .  ■ , , tig wnet the

Hp.ti t I i tianr. J n y . Vhe t'omtt ! u n m et.t  ten.nit I ten In p o i n t  .

<. I aims a g a in s t  Trans Cant.da and i t »  a t t i l . n t e s  a r e  ex' ' ert "1 y

weak." and m a t  th e  p rodu cers  have ' f a i l e d  t o  upfK.; ’ r.'.eti

s p e c u l a t . v e  t h e o r y . '  As a r e s . I t  t h e  < otMnu ; i aurio ‘'i ideil 

that th e  r i s k  l i t i g a t i o n  ot t h i s  i s s u e  "dors not p r e se n t  t in
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s i g n i f i c a n t  b a rr ier"  t o  the  l i k e l y  s u c c e s s  o f  th e  TransCanada 

p r o j e c t ,  in c lu d in g  i t s  a b i l i t y  t o  o b ta in  f in a n c in g .

1 : 2 0 :5 9  I’M

COMMISSIONER IRWIN s t a t e d  th a t  th e  commercial terms proposed by

TransCanada a r e  r e a so n a b le .  The p ro p o sa l  p r o v id e s  t h e  saa'or

North S lo p e  producers  w ith  s e v e r a l  s i g n i f i c a n t ,  ■ ommetc:a 1

o p p o r t u n i t i e s .  He s a id ,  “They can c o n s t r u c t  and own th e  gas

t reatment p la n t  in th e  Nor’ h S lo p e ;  ' :.ey can own an e q u i t y  share

,n the  TC Alaska p i p e l i n e . '  A lthough t h e r e  are  p r o j e c t  r i s k s .

he noted ,  none of them a t e  - i g n i s ;  ant enougfi t o  ou tw eigh  the

Trar.sCatiada p r o j e c t  r, l i k e l i h o o d  of  s i r c e e s . Natural gas. p r i c e s

a r e  no I l i k e l y  i o  c l im b  enough t o  m.iKi th e  pro.i.'C. nheconeir.i <:. 
he s a i d .  Fui 1. herlkof e .  he r e la t e d  th.a* th e  j . s k  the' ' ' e  ' e  ,w e

i no i go i ) i can I rdilOurcel • • • '■ rtf  • ' 1 • 1 • '  1,1 V< post'd

pipe: me .& . ..a . ::»• * . 1 'P'.J tn>.’ * ne ■'1 j ' . - c . e i . .* .

tf-.at • he .‘ . i te  . current i.  r nr". >it e  a, . : I e l l o w  iitnp.ii. t e.i

that dove jp Noit.h ; . Jpc g . .inu • tot-ape' . t ■ i . - ' - ’ahaUa

p ip e ,  .h e  e. i l l .  .1 di t I <*„; T p!-.if;C

COMMISSI 'PER .'P/.'SN r.tatec) th a t  Ir.insC.i: u a I : •- ’

.- a b l e  w i l l  I' .V 'fe p „ •• »w.t r.oi p f l  m  th e  And ir-dergi

iloVermr.i .tr nr* W* . . a. 'In N I ‘ i. v'» Jpi pioOu' uni

TransCar.aaa, .Mid * c l o n - i i  end * *i nifids l i k e l y  *o 

■ ur/reed. He i . u e i i  'ti.it t i e  l e g i r o d  ir e  hat ' I , . .• p ..  h e .

rhvo igh o i l ier  'i ierent-i'.  ’ h e lp  di*t< whet lu .

Tratu.'iY.runfa' t p i p e l i n e  toop 'isa l  max: it., ret- b e n e i i * s  end in  the  

P erl ' . fte te lH  i.l t lie J t h e  th e  i • -tun - oner : l e . t  fa t  .'ill

in o ’oet  opt i .iris ..••u-deit t o      : tie no ted  '.fi.it : u t e i  ,h

tit** h e e l i n g  e.rhed'ile e x p r i t  ,* wn.ii!  i i ' S t l l , 1. Ie tieid. AOtii .1 iftit 

Not ill S lo p e .  eh hNl; pldllt '. Valdi . end tin- pi oilut oi plant  

lie cot it iinted i

U sing  ' lie same assu tn p lion s  used  t o  a n a ly z e  the  TC
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Alaska p r o j e c t ,  a l l  t.NG p r o j e c t  o p t io n s  r e s u l t e d  in  

l e s s  v a lu e  t o  th e  s t a t e  and th e  major North S lo p e  

p rod u cers .  In c a s e s ,  i t  showed c l e a r l y  economic, but 

a l l  c a s e s  w e-e  l e s s  than the North S lo p e  p r o d u c e r s ’ 

r o u t e .

COMMISSIONER IPWIN s a id  that  a lth o u g h  an LNG p r o j e c t  would bo

a b l e  to  tap th e  h ig h e r  p r i c e s  rhat a r e  seen  -n A sian  markets.

t h e  I,NO p r o j e c t s  have s i g n i f i c a n t l y  h ig h er  c o s t s .  e.d thus

r e s u l t  in lower market p o t e n t i a l  v a lu e  tMPV) to  th e  . ru ' e  or to

t h e  major North S ! -ape p ro d u cers .  He m l  he and Comm' s.- itmer 
G a lv in  o l d  not f in d  com p a ra tiv e  b e n e i . t ?  in  e i t h e r  • .  no o:

c o s t s  a s s o c i a t e d  w ith  an l.NG pro,e itt  He hidh i igt.t.ei '.at »”'e;(

! .NU had dnmor.at r a t e d  MPV •.omparali •<. t m ’ I r , o

TransConaca p r o j e c t ,  th e  LNG p r o j e c t s  would st  . . .  not hl

p r e f e r a b l e  t h e  Trapsfagatia  in. • i i}« ftxp) i .  ■

a h a ly s i  'o v o a l s  that th e  LNl! pt j t -  Lav ,i tifte tuW'i

. i k e . i l . '  .1 ’ ! tccf-.' compared ’ o ?< A. a - : to e c ' .

) , i r ,  j e r  ‘ h e  t. o i i l  j l i t i c d ,  W i l l  h i f t '  t v . g i e  t : . t i | C , r - u  - e t c .  i

. i e t  *je.: i UI t . < t .1 . i: • !*■■. ,. I • U I I t *‘l , . ’ t |« * ; I ’

o u l r i p . e  ind t.nt . r i e r t  . treeir.ei.- • -in- , • . t p»*

• ;, 11 is| j - -1 t . i .**: i>’ i PI l"  • ••

s a l e  oi ..u* j lr . l  to r . lit* su it !  —lit • *m t cun*

chu . lo c o es  and * hi* l.r.r * I: . i .'»/ •« • , . : ■ .V* *.. • ■ i t . .

I Ij.lt ’ l.e A; i an ir.arkt*1 . ' h e l l  I ; ..I'M"

A d d i t io n a l ly ,  the  IN1 p ro * e c t  w I: s ig n  t n*«.i.t r . s k  ( !  not

I.e. no |a **: * t ed '. <> • xpu: r 'hi g, i f  * . * ’ ; f ’. r o i y  . ' . i i to t  n A. n.

do c i t e d ,  I'hrtl'i n e eat ind  ev ident  i e . t . I : : ’*, net I r >• I that

type ot i xpoi't Iicunire. par t-,c , i a i  _y t wo dm t !t,ivt »ne:"y

gninti ti. * he Ittuied M a t e s  t o  ' he I.owei Is t i i * '

1 :* '■: 1!'2 I'M

COMMISSJONKK 1KW1N .Mated 'hat whet "t.p.ired in  in e » e |  . ■. ih .tie

pi e j e c t , th e  over I ami g a r .  r.e proponed i t  an. Canada provider
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an o p p o r tu n i ty  fo r  a s u c c e s s f u l  LNG " V  l i n e .  The b ig  l i n e ,  he  

e x p la in e d ,  ta k e s  c a r e  o f  t h e  upstream ga s  p i p e l i n e  p l a n t ,  as  

w e l l  a s  a b ig  l i n e  t o  D e l ta  J u n c t io n .  He s t a t e d ,  "The door i s  

wide open t o  someone who wants t o  come in and do an LNG 

p r o j e c t . '  The l i k e l i h o o d  o f  s u c c e s s  in  an l.NG p i o j e c t ,  he  

n o ted ,  i s  g r e a t e s t  when i t  i s  c o n s t r u c t e d  as  a "¥" l i n e .

COMMISSIONER IRWIN s t a t e d :

The dynamics o f  a pi ooucex-owned and o p era ted  p i p e l i n e  

a re  very  d i f f e r e n t ,  a s  y o u 'v e  heard in '.he a s t  tew 

d a y s ,  than t n o s e  ot -> t h u d  p a t t y  owned nipc-i m e .  An 

e n t i t y  th a t  produces n a tu r a l  ga s  and owns th e

p i p e l i n e ,  l i k e  ih e  producer p r o j e c t ,  earn s  revenues  

through s a l e s  oi n a tu r a l  uas and shipment 01 ' : *

n a tu r a l  on . -luen m e n t i t y  ..  : j neres.= .,i : .y  as

Ur '( keej. Co: . r*w ■ e. ■   ihe.l  'ha'

f ave leal ran! '. hat a: the way ' L rough re '.pie

Court. If you own 'he pipe.tr,e an.i rr.e -nsry a:.? 

trial. V 'I jray yarn i'll) f i f  you re  he . p . .  •••a:. 

Piourcer. •!.<■ upstreui: prod ■:u own • :.e rtpeilLO.

. .  we hf.v. nee:; we tv h' r .uh'-f  • u . f f  m l  Wi p a /

' he prueiui e  '»Ve • e .* ■* u ..: , ' **xp »' ■' *'i

pgl out a . .  We tali tie* t o  t pt' '. ■ ■* you reel: oh

th e  Chart.*: . WO'1.0  icmAnlre ell* t‘X|'lr re .(

e ' a l e  fm  : :.'.ir,e • yne ••' I'Jh m d h

•• >KM:.■•!! IN-.K M'Wlll ■•m.' hueu;

, ■■ | ■ : ,■ t i • : . '. • a r • ■■ I niw I Vet

e x p lo r e  lor and rleyeln'i «uidrtiur>ul !*.■ i**e.. . : : t . 

such  time in th e  pi' odurer ' a  I ••mph.ii .. on 'I : odar-ei • s" 

n.jncl 't i s  n e c e s s a r y  t o  mu in t a i n  ihippuiU volume, 

through th e  p i p e l i n e .
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Now, we heard a b i t  o f  t a lk  y e s t e r d a y  about.  "Well,

th ey  might want t o  go b ig g e r ;  th ey  might want to  move

gas from somewhere e l s e  in  th e  world and do t h e i r  part

here  l a t e r . "  A p i p e l i n e  company i s  in  sync w ith  'h e  
g o a l s  o f  th e  s t a t e ;  i t  i s  not n e c e s s a r i l y  t r u e  w : v  a

producer owned p i p e l i n e .

As che s t a t e ,  a s  I ' v e  mentioned, has e x p e r ie n ce d  w ith  

| t h e  T ran s-A la ska  P i p e l i n e  System) (TAPS), comb •• ng 

p i p e l i n e  and sh ip p er  r e s p o n s i b i l i t i e s  can t r u l y  a . s e  

s i g n i f i c a n t  harm t o  th e  s t a t e ' s  i n t e r e s t .  Thin i s

s i g n i f i c a n t .  For many ol th e  same r e a so n s .  '*• 

producer p r o j e c t  s u f f e r r  th e  r i s k  ot b e ing  s t a l l * ,  uy

ant:  tru s t  c h a l l e n g e s .  I t ' s  r e a . i ' y

C'OKM ] SS1 ON HP IP WIN stated 'lo t A<1IA eat y wa tt >• u guen • n

preclude the major Marts .Slope }n nan eft I r • ut on •> mtl

Spetat ir.q 'he n.it . tu i  gas pipeline: i * was t • .!>■ 'h i '

■if ihfty •tie it v.i•..ci „rt at . t- ;••!>.-''N*: • I jieI ftie

eenpo'ty. tatliei than at. nloyra'ed n. pjnilucet ah<:

com puny."

. : : 4 :< PM

t'OMM!.'.SIONEP lPWiN .-.mi were ' . . i d  negot i . itm it:  t t , s c o l

fund tintifl were a p r e c o n d i t io n  i mo-n'g lutwaitl  ' • t ,•

p r o t e c t . What a n  t h o s e  con d it ion ;-  Ve tie Wiow •• •!'- th e

c o n d ir io n s  weri- from s tr a n d ed  g a s ."  tie . a . d  the  a dr • ' .ra ' io p

, In. , • roi.i m m  ’ he iuit.pet ; t . ve At I A |>t <>i •••

,.*xi lusive nenot la1 ions. He suggested the ,egi-.. i ' ox oik

themselves why BP and CoogcoPhi 11 ips Alaska, .nc. aru. . ..eri t tu-

pUt Hit of another y(t; pipeline pm eel Denali........a t^ ;-n- t

th e  rim ing of t h a t  announcement. He asked  ’ Why io  they

running s o  any ads t o  c o n v in c e  th e  pub. it- i h m  . a good

thing.-" He asked t h e  l e g i s l a t u r e  'u  respei t i l i l  ly  auk t he

h ttp :/ /w w w .le g is .s ta te .a k .u s /b a s is /g e t m in u to s _ c om m .a s p ? h s e = H & s e s s io n -2 5 & c o m m -R . .. I0 /2 3 /2 0 0S
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f o l l o w in g  q u e s t io n :  ' I s  t h e i r  go a l  to  d e s t r o y  AGIA in  the
c o m p e t i t io n ,  or i s  t h e i r  g o a l  t o  g e t  gas to  market in  th e  favor

o f  th e  s t a t e ' s  in t e r e s t ? "  He s a id  ''we'' t r i e d  t o  a n a ly z e  the

D enali  p la n ,  u s in g  the  same ''12 pages" that  the  l e g i s l a t u r e  has

s e e n .  He r e la t e d  th a t  none o f  the  important cotnmercia. terras o f

th e  producer p lan  a re  d e f in e d .  Furthermore, u n l ik e  Tr .'.sCanada,

the  producer p lan  makes no e n fo r c e a b le  commitments such as

adhering to  a s t a t e  t i m e l i n e  or a c h ie v in g  a d d i t io n a l  m i l e s t o n e s .

such as  a p p ly in g  for  a Federal Energy R egulatory '.uminisslon

(FERC'I c e r t i f i c a t e ,  lie s a i d  t h er e  s no i ri! ■.'! mat ion oi . i . - i f l s ,

l e t  a lo n e  an e n f o r c e a b le  commitment to  p rov id e  cjei. ■■ •• uei.

a c c e c s  . He s a id ,  "This makes t h e i r  o p t io n ,  c u r r e n t ly  :•: e se n  e u ,

e x t r e m e ly  r i s k y  :o: the  s t a t e .  The produce: p an w.i >t eroO

'"'••■side th e  AGIA p r o c e s s  and may c o n t in u e  . . .  p a r a . . - to

Alaska e f f o r t s .  We i ^  , t ;  th e  eompeti t .ors : .• area:

COMM 1.Si.: I ONER FW b ,-aiu  .-orieot.e j- .g q e s te d  ■ hu' • . t . .

sa v e  i t s  C5l> Itit 1 i ton, beicn .se  th e  pi t.du .'et / are  go in g  to  uper ■: 

t h e ’ i i t  .it' I t ' . l l i o n l  P .u s  ..nd dct. • need th e  .- • a* •• : •

Hate yr , , re been around a be: : *uI tm * , ....

money to: .: s oo.tro i t s  et eckhulOci <

in c u v id u a l  pay. t h e i r  bonuses  th a t  would • :rw '

I 1 ■ Hi 1 1 i on > t would pcepoie l.r.u* they Jeei I h, ,t

jnti 1 c a n ' t  speak lor t item ;t Ao'A t.-wls. t h e ,  i.i 

i n  a position ro get much more. but t.o one would 'urn 

down 11120 m ilt  ion .

CDHMl.SSIONhl- .HWIN s a i d  t h e  key i: lo r  'h e  r a t e  to  .. .‘e: •

i t s  r e s o u r c e s  and s t a r t  "moving t h in g s  fo r w a r d ." He > is t.ed the

l e g i s l a t o r s  not t o  fo r g e t  h i s t o r y .  He s t a t e d .  "This ,:t..te

rude ly  throw out a bunch of companies and n e g o t ia t e d  bet. nd 
c l o s e d  door 3 .  Regarding th e  v'dlU m i l l i o n ,  he s a id  an .mport.ir.t

f ac to r  Is r i s k  and tew atd . He op ined  ih a i  the  r i s k  . s u stiio .
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COMMISSIONER IRWIN summarized h i s  p r e s e n c a t io n , by r e v ie w in g  th e  

f o l lo w in g  p o i n t s :  th e  TransCanada p r o j e c t  i s  e c o n o m ic a l ly

v i a b l e .  sound, and f e a s i b l e ;  TransCanada has a proven tra ck  

record; extrem e p o s i t i v e  econom ics  o f  TransCanada' s  p r o j e c t ,  

combined w ith  t h e  l e g a l  and p o l i t i c a l  c o t . t e x t ,  p r o v id e  l a v o t a b le  

c o n d i t i o n s  fo i  a t t r a c t i n g  sh ip p in g  comm.cments; and overr. l the 

TransCanada p r o j e c t  i s  . k e l y  o s u c c e e d .  E x c lu s iv e  i.un 

p : o j e c t s  do not compute, out U "V i i r e  i s  s i g n ! :  '.ant a:.u i:: . .  

o p p o r tu n ity  to r  he s t a t e  t o  "work between market o p t i o n s .  lie 

s t a t e d .  The key for adding he :ea '  long term job:. fa: Alaskan.'

i s  a p i p e l i n e  that en co u ra g es  e x p lo r a t io n  and deve  lopit cut . ."!n

TrarsCanada pro - r t  w i l l  not p rec .u t ie  c o n s t r u c t i o n  of  ■ fir-i. 1-;  

p . p e .  I r.e. " He ■ ta*. »’d that . i anyr.te wants t o  era  ,

.i,i;Tie: s , hi would ut,courage them t o  lotlk at i Mtpoi ’ : y •

One. which i s  a v a i l a b l e  t o  I.H-A.

('(’MM Ik 'I ONER IRWIN s a id  that  s i m i l a r  "0 ‘ he f a .  1< '• :lt.i iiiOe-l <1.1.: 

love I'pmenl Act c o n t r a c t ,  : he  produce: p lan  n m • qum .i-rr«*l ru

c o n t in u e  t i  advalU'M th e  R i e j e c t .  He s t a t e d  t r o t  :• . I. • - run

C o m m : in n e r  G a lv ir . ' s  c o n c l u s i o n  that "’ h i s  i s  B lear ly  • ' . « * i

w,,y • go He encour aged ■ he ’ey : .Cure *o 1 n. del ■ "

la  the  : ig h t  t h in g  *o do f*'r th e  s t a t e .

i»34:5!r PM

COMM: VIONER IRWIN .s ta te d  t h a t  u l t i m a t e l y  th e  m atte:  comes down 

to  a d e c i s i o n  ol " y e s ’" or nor." He cons irve-d:

H ere 's  what you ge t  w ith  "yes": company that  1

b e l i e v e  i s  t lie b e s ’ in  Northern America d o ing

p i p e l i n e s .  It s  a company th a t  works w ith  t h e s e  other

compared to the reward, which is so huge.

l«i ?

h ttp : / /w w w .le g is .s la tc .a k .u s /b a s is /g c t m in u te s com m .asp ?hse H & s e s s io n - 2 5 & c o m m -R . . . 10 /23 /2008
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companies every  day; th ey  know how to  get gas . r.to 

t h e i r  p i p e l i n e .  And remember Mr. Palmer s a y in g .  "We 

d o n ' t  own any g a s ,  and yet. we have 3 6 ,000  m i le s  of  

p i p e l i n e . "  We g e t  a premier compaty in North Ante; ca .

We get  f irm  t i m e l i n e s  t o  open sea so n ;  we get  i irm  

t i m e l i n e s  t o  FERC c e r t i f i c a t i o n .  We a r e  c l e a r l y  

moving forward. Mow. when Alaska makes a new law. and 

in  e f f e c t ,  by s a y in g  y e s ,  you have t o l d  th e  a l e  

world,  “Alaska i s  now go in g  t o  p r o t e c t  open ac<-  '

companies a d j u s t ,  companies understand. But u n i . ,  • >: 

do t h a t ,  th ey  w i l l  r a th e r  d e f e a t  AUIA, because  - t e n  

you g e t  t o  th e  no ar.rwer .

what happens i f  i t  r. "no.*" In s im p le  terms, la s t  '.<-t?k 

I s a i d ,  "They own us .  That ‘s w; at you g i  I ' /< 

no. We w i . . w a it  and nope th ey  io *«r.eu:.:nj 

understand . . .  t h e y ' r e  u t h ere  because  they  

A lask a .  rhey r«i hoi e  make money. •' 'hey

look  Worldwide it "no:: d e rrsn e i . i . . A lo s k . .  i r 

• o ,;t mid it* I oi what l ig h t  fc-r Alaska

b u s in e s s .  We have a ' ' . , a i  path iiut i ." t:» a.',

s u b s e r v ie n t  t o  them: th ey  awn is .

COMM: t t j ONFP. IRWIN e x p r e s s e d  •tppret • >t t  : •. i • t . in -  

l e g i s l a t u r e  i; g iv in g  to  ■ !i t mat I

I ; *6. 54 PM

CM A! R HUCtl 1N- not i wt th a t  lie Ju t  ni.-k ore , t .<• ; , | •

a forem en tio n ed  Denali  p r o j e c t  “why th ey  were do ing t • ••;. »

t h e i r  answer s im p ly  was, "The pi i c e  of no.-:." He S t a t e  hat

appears  that in  t a l k i n g  W1 it. ame ',»• C' r  • l - a o l a  -1

m atter  what the  s c e n a r i o .  the  p r i c e  o l  ias i t  th e  vai m  < t I .,t 

i s  t ie most d i f f e r e n t  '

h ttp :/ /w w w .lc g is .s ta te .a k .u s /b a s is /g e t m in u tc s _ e om m .a s p ? h s e =H & se s s io n 2 5 & c om m = R . 1(J/23/20UN
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m

1 : 3 7 PM

REPRESENTATIVE FA IRCLOUGH s t a t e d  that, she  i s  p resen t  to  l i s t e n  

t o  f a c t s  and f i g u r e s  in order t o  make a s u c c e s s f u l  d e c i s i o n  on 

moving a p r o j e c t  forward. She s a id  she  wants t o  know why the

Monte C arlo  approach was chosen  ovei th e  Wood Mackenzie report

i f  b es t  p r a c t i c e "  i s  in v o lv e d ,  and whether th e  Wood Mackenzie  

r ep ort  "was not u s in g  as  s a f e  type  o f  c r i t e r i a . ”

COMMISSIONER iKWrfl s a . : the  a d m in istra t  i o n ' s  c o n s u l t a n t s  are  

q u a l i f i e d  t o  answer ' hat q u e s t io n  arid e o u ' d adatetss: cut ny

t h e i r  upcoming t e s t im o n y .

REPRESENTATIVE FAip.CLOUGH I n d ic a te d  that  ' t h e  .. r. . . .  u ' , . .  .ut

t o l d  d ur ing  ' h i s  s p e c i a l  s e s s i o n  ' f a  ' aur . t*  c m. y.y •

TransCanada a i I to  .7 percei.'  t r . f l i i t .o :  ' s.

Anchorage, t h e  . ' id r in ia tr . i t  ii a • s c o n s ,  font.? spoke if .. . pet {•••:.'

ti.ir m i  at ion f« '  'or . q .es t  t a.ed th e  i . r ’.- y

C'tMM''!!; I Of. MW IN I-Kpla.rn 7 * lui1 vt »l'!K............. ' arke '

I Ijn.'it. a'latlo Ire . p . ' i ' i i r  o td e l  ' I •' 1 ' i 1 •"

mother ' !.e . u'•• H o . s .  ie i«"t

..l.en we wcr ' t o u.r r. r.sul' u.t ..... '.-.i •: eXf...

i 1. . .■;.*» I y. . r i "if t any.-,

system  we cat) s e e  ir.<' vac t a r n t  be." " wto •

rose, and there s hundreds 1 -'em.s - -••»■»■ i

ot ter.:. 1 U.P h.V.o 'u  be evu t.i* ed r.v wot ' * ! '

• teck a i l  th e  p e r m u ta t io n s  romrv !.,•.• . v. ! lies;

...... w ort-  r a s e  and that  s  wh.; a  ............  vn !- .  y tuff

is j DW. you ' o 1.. • 7/111 was to • • .pale ippl n l !

. the!  was we tlidn t ,  t l o i lk ly  l e t  !■•• i- it

wa t : r r u s t  and v«»» i t y .  W e n -  le .iriwn'i • • ." i. •

mat l e i  what y t u ’ io  to e d ,  tru s t  .r,*J u*i i I y .ind .i

why t i le  s i  gni t l e a n t  d i f f e r e n c e  w r  . our i.*i):..'ui t atitr .

h ttp : / /w w w .lc g is .s ta te .a k .u s /b a s is /g c t m in u te s comm .asp '.’ h s e -H & s e s s io n  2 5 & c om m  R. .. 10 /23 2008
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*

1 :4 0 :5 2  PM

PATRICK GALVIN, Commissioner, Department o f  Revenue. expanded  

upon Commissioner I r w in 's  resp o n se  by n o t in g  th a t  Ute 

a ssum ptions  chat  TransCanada used in  i t s  a p p l i c a t i o n  were th e  

same assum ptions  used by a l l  th e  a p p l i c a n t s .  The reaso n ,  he  

s a id ,  i s  b ecau se  ( t h e  a d m in is t r a t io n !  asked th e  a p p l i c a n t s  to  do 

'a p r o j e c t  p la n n in g  e f f o r t "  to  i d e n t i f y  what t h e n  c o s t s  were  

a c co rd in g  t.o a s i n g l e  point assum ption  g iv e n  to  th e  by th e  

a d m in i s t r a t io n .  he e x p la in e d  that m e  a din in i s i  ret : wan nut 

a s k in g  i t s  e x p e r t s  to  d e term in e  what ms would . t . • on a

p a r t i c u l a r  day and d e c e r n .n e  th e  econom ics  from • hat.. rat her

1o look at th e  s e n s i t i v i t i e s  a r s e s c  a number t h e s e

v a r i a b l e s . "  he s a id  tne  ad m in ist . ia t  ■ o: was tryis.-:  to  ' • •• y t h e  

I errge rsf poc.u . o: 1 it y I u t h e  leg..-: ..!1 .e* .  The . 1 t . i r.1 .

present. t lie 1 it.iu-iattp" a id  '.hen exp  ■ ’

i: oiiftd * nAr ,

I:42:*i3 PK

REPRESENTATIVE FAT RCLOUGH s a i d  l.e irtii.TStan ».s

s e n s  t i v .  . e s .  r<ui she  s t a t e d  ronri-ri ;.,i th e  pub. ■ 

rhroiKih ttie tticdia. i : an ir ,- c.C'p: 1: •!■ i n . i t i m t  • ■ • p e n  i ■*.’

cnpt it .i  . i t i o n  f a c t o r  v e r s u s  a 1 percent u,>.t ;t • . it . i.*î  - ■ n

-...........  e  . eg i . ! t . i e  n  ' '.■•1 !l,i. ' , . j. ■ .

c o n s t r u c t  let: c o t - t s  have been r i s i n g  a* c l e a r  ' . pel  • ■ e v e i y

year for th e  ,.isr four y e a r s .  She . a n  - ' . 9  yo i ' ! •> *> '■ m i

■hose t o g g l e s .  we need a sense- i t seat  ty  on where an

coming tiom.''

REPRESENTATIVE FAIRCLO'JGls asked  whetticr tne  ''OmwI »i . : n > r : ~ U '  

sent  a l e t t e r  • f in q u ir y  t o  s  lie A laska •: 1 anit * -n t ' o . g - i v i r  e g i  

Commission lAOCICC about "what c o u ld  be ext rac ie t l  ■-1 ‘ <" 1 ' i.ilhoc

Day.' and whether t h e r e  in  an answer r e l a t e d  t o  th e  . b i l l :  n

h ltp : / /w w w .le g is .s ta te .a k .u s /b a s is /g e t m in u te s e o m m .a s p ’/h s e ^ H & s e s s io n ^ S & c o m m  K ... 10 /23 /2008
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c u b ic  f e e t  ib c f )  amount; th a t  was "presented  in  Anchorage a s  a

way t o  make t h i s  p r o j e c t  s u c c e s s f u l ."

m
COMMISSIONER IRWIN responded a s  f o l lo w s :

We have  asked ,  and th a t  i s  no1- com p le te ,  but from a i l

o f  th e  in fo r m a t io n  we have: P oint  Thompson . . .  w i l l

be out fo r  y e a r s ;  Prudhoe Hay w i l l  be a v a i l a b l e  lor

draw down. . . .  A ll  o t  our ex p er t  a d v i s e  w e 've  been  

g iv e n  i s :  we have the  ga s  r e so u r c e s  t o  iiftke rus

p r o j e c t  happen.

REPRESENTATIVE EAIRCI.OUGH noted that Commissioner Irwin has nati 

th e  TransCanada a p p l i c a t i o n  in  h i s  p o s s e s s i o n  s i n c e  November,

• ir.d sh e  asked  him when he asked AOCii’C "how much you n o i .r i  draw 

jowii to i  your economic a n a l y s i s . "

1 .'OMMIJ1 ONE!- IRWIN . a;tl he dues rm- clint -1.1 »»t b •'

•

nand.

CliMMl -E'ONER GALVIN S', . l i ed  b e l i e f  ' l i s t  *.h- . . n | . . : y  >;a:.

s ' a r ’ ed a yea; .wo, a l t e i  t Ac: IA bi . . p.i: sed ,  ttecaunc >' 'lie'  

ttnio. th e  i s s u e  bail Suv raced regrtxn iig  p o t e n t i a l  o r : - t a k e .  

Cont .i.i. at e f f o r t s  h.v/e beet, ".,■!* to  ' ly t o  l e t  • is '1,,*' 

s a id  i he issue fa ced  a y  i. : s 'h e  :,ici •. <«i Acxirr : i •

u p d a te -  a lo n g  I l.e doc:;  lull making I raJTiOWOirk where chuosc'S

wh.i' th e  o f  1 t a k e  Should be; , t  all ad i udl c j :  I \ body V •’

m ere ly  ijrme , i y e s  or no t o  reque/H. : ha? may come i he 

< or.I . nuud :

And so .  Che o x o i t l . ' e  the* t h e y ' v e  been so: i :

u n d erta k in g  : s  p io v  l ing  • WiU. . the  r.iroi# ot *•: it

th ey  th in k  may be w i t h .n  th e  jm . il . l i l y  ol what might

got a yea Vote, but i t  would be b nod upon th e  reg ie : ' ,  

anil th e  data  'h.ii w e .'  »• j i eserit ed

h ttp :/ /w w w .le g is .s ta te .a k .u s /b a s is /g e t m in u te s _ c om m .a s p ? h s e = H & s e s s io n ^ 2 5 & c om m =R ... 10 /23 /2008
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. . .  Kathy F o r r e s t e r ,  I th in k  the  cu rren t  chairman o f  

AOGCC, has spoken p u b l i c l y  about . . .  her comfort l e v e l  

w ith  d i s c u s s i o n  of  an o f f  ta k e  in th e  3 .b  range th a t  

we d i s c u s s  in  our f in d in g .  And i< , t h a t ' s ,  I thir.k.  

t h e  f u r t h e s t  AOGCC i s  l i k e l y  t o  go b e f o r e  th ey  g e t  an 

a c t u a l  a p p l i c a t i o n .

COMMISSION IRWIN added th a t  the  p rod u cers ,  w ith  t h e i r  p r o p o s a l ,

c e r t a i n l y  f e e l  c o m fo r ta b le  th a t  th ey  tan move forward.

Furthermore, TransCanada r e a l l y  u nderstands  t h . s  .n to rm a tio n"

and f e e l s  c o m f o r ta b le  t o  move forward. He s t a l e d .  when . t

comes c l o s e  t o  a g a s l i n e  i c a l l y  moving foiwairt, th e  e x p l o r a t i o n

w e ' l l  have -it t h i s  s t a t e  w i l l  s i g n i f i c a n t l y  i n c r e a s e  ga s
a v a i l a b i l i t y . "  He named th e  Wyoming ano B r i t i s h  Columbia c h a r t s

a s  exam ples o f  'h a t  growth. He adcied, "A;:c d o n ’ t f o r g e t ,  most

of  our gas  i s  found in o i l  b a s in s ,  no' in r e  go. has u s .

1 :4 1 : 0 1  PK

: .> • • : • • ■'(.(- ,».ti .-he . ( 1 r ■ i ■ » -

eva l' io '  ion on t he l i c e n s e e  t ie io fu  i r o  • * , a a .  .. a id

a l th o u g h  sh e  ran a p p r e c i a t e  h e a r in g  .: ." *r,o re .io .ri- .  

p r o d u cers ,  m e  pur pi .an ot th e  l e o . r  I»*• , : i  r , 1/  

out why th e  a d n n m s t ia i  ion i s  suppol t '.i.y 11 rtiisCanada

s a i d  TransCanada nas con v in ced  hot that . '  cpjai.I  :e<; '

, ntio i t  ix e  ,i g.i; . ■■■ o p r o j e c t .  Acdt’ n»i y. ho .< • . !  the  

a d m in i s t r a t io n  has c o n v in ced  net th a t  t l i l i . o i i  , : a b i . » , t y  .

a remote p o s s i b i l i t y .  She c l a r i f i e u  hut whet: dot. ' ' pea'

i s  sp in  t e l l i n g  me when* piotltltt. i s  aVei laitit*. 1 l i l t1 lid: . t ied  

h a v in g  beet: t o l d  by Ms. F o r r e s te r  tlt.it AOGCC was " d o t t in g  ready  

to  r e t r a c t  a p r e v io u s  s ta tem en t  th a t  t h e y  had go a v a i l a b l e . "  

She co n t in u e d :

Aya II, 1 JU:.I wn I. d ask e v e r y o n e  whn : (n eS'-ri'. y to  

t a l k  about th e  p r o j e c t  t h a t ’ s b e f o r e  us and not

h t tp : / /w w w .le g is .s ta te .a k .u s /b a s is /g e t_ m in u te s _ c om m .a s p ? h s e = H & s e s s io n -2 5 & c om m -R ... 10 /23 /2008
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throwing d a r t s  a t  a p r o j e c t  th a t  we d o n ' t  Know

a n y th in g  about,  as  has been s a i d  by the  p ro d u cers .  I

d o n ' t  ca r e  why the  producers  a r e  moving a p r o j e c t

forward; 1 c a r e  that  t h i s  a d m in is tr a t  ion i s  aay.r.g ,

"This i s  the  next  s t e p  for  A laska .' '  And 1 want t o .  on

b e h a l f  o f  the  p e o p le  th a t  have chosen  to  ptic me lr. ny

s e a t ,  . . .  make the  b e s t  d e c i s i o n  p o s s i b l e  for  M a .r .a .

And s o ,  i t  i s  important whether we have g a s  on the

l i n e  t o  go  i n t o  th e  in e .  . . .  I'm not t r y i n g  be

d i s r e s p e c t f u l ;  1 want t o  be n b :e  t o  push '.tie g eeti 
button  and v o t e  yes  for  w h a t  you re present  ng. t .

p l e a s e  t e l l  me why we have ga s  I rum out p o s i t r o n  jo ,  s

forward and not about other p e o p le  .

: : -1 9 : t PM

COMMISSIONER 1RWIN e x p r e s s e d  apprer r a t io n  ot Repr e . - i . tu ' -v e

l a i n - l o u g h  s  nt,.dy o f  th e  ,»n<i m i  ilf*i . ««• f • A •

heat t ' e  f a c t o .  Me s a id  h i s  in ten t  ' convoy r p.

but tr> c o n v e y . ftoti h i s  p o s i t i o n ,  Why tie fe ,  . A.ark i :. m eugl,

gas He e x p . , l in ed  that t e  r,l a e -h  other ,e.. ; li.i' < and

'.omitissigiu'i l a l v m  had to  a d d ress  . n o t ' . .n o  t o  t h e . :  prei'-on'

; : b ecau se  he think; not ' ■ • ‘ ■ ■■ ■ "

think * r.e liena 1 i pt ■ ■ ee. net ' er t ••' fit- e . :

h id in g  information Ironi * ;.* -.■gi. lo t  n: c .

. r ’j G : ! '  PM

Cl IAIK llltUCINS r e q u ested  that  Commissi o ' r  I iwit .  p r o v io e  a  ' : s ■ • 

a id  rhat shows i i f k  >n incur ion rc lu te d  "i th e  ft .Cat, atm

p t o j e c t  t me i no and dec ■ I •ti-tnax i r,g priii'eu; .mil • in Idr

downsides or r w t i . t ' t s ,  not i-jut '".I p o s i t i v e s . '

1:5.?: 09 I’M

COMMISSIONER IRWIN s a i d  he t h in k s  he can r e a d i l y  do tria l w ith

h ttp : / /w w w .le g is .s ta tc .a k .u s /h a s is /g e i m in u te s _ c om m .a s p ? h s e = H & s e s s io n = 2 5 & c om m -R . .. 10 /23 /2008
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CHAIR HUGGINS c l a r i f i e d  fo r  th o se  l i s t e n i n g  th a t  he i s

r e q u e s t in g  from the  com m issioner an overv iew  of r i s k  a l l o c a t i o n

and "where you a l l o c a t e d  t h o s e  in your c o n s id e r a t io n ."  and i s
r e q u e s t in g  that  the  com m issioner "reemphasize t h a t  as wc go

through t h e  p o in t s  in  t h e  documents."

1 :53:34  PM

SENATOR STEDMAN s a i d  t h e r e  was a r e fe r e n c e  made not o n ly  by

Commissioner Irwin today, but by other  p r e s e n te r s  in  the  l a s t

c o u p le  days to  $10 b i l l i o n  "on g i v e s  nom the  s t a t e  t o  the  

ma oi o i l  prod u cers  aider 'h e  p r e v io u s  .nimi r. r st  rat ior. s  props.. , ;

n ttie  Stranded Cas A ct."  Hu r o c a . lu d  that q m ' e  a tot f that

ca lcu ld*-O t had t o  do w ith  i - Doreen* c a p . t a l  c r e d i t  

ri.iked i! that  i s  c o r r e c t .

: ; 54:J4 RK

. ' ( I K K .  ' '  I N * " -  I R W I N  ! e r p o r .  l e  I t h u 1 .. > > ’ ’  ' - n: o  , ... n o !  • -i <•

del i riod in • th e  i c o n  lino ■opori . Io i n or cit'Oer..

amount of b i l l i o n  s p e c i f i c a l l y  *'herai. when wo ■ i . ' . i i t e '

t l i . :  o I  V o n  w e  c a m e  u p  w i t h  ;  : '  h i  I . '  l m  w : 1 f

Ei on c n f .  '

1 SWjPr. PM

KM' . I' .’.T.R GAiA’IN e l  lured l u i t t . o i  ! i t  i t  ion:

Eton One at  tr'e t im e.  ..a t h«-y a i o  i*'W e .u  * ' i< i i in

t o i  ' l ie  i pll . : i.ir lire .UIO [on th e  e l l  t i l l*  tVr1 Cl.riys .

ul I fur ( .--tit i act t Alio t h a 1 w.i. he *' il'ilict ' ...r' i ; 

taste ip w i th .  m  terms of t h e  vnl .o t h e  prr i. er

under the  e x i s t i n g  er .nr ic  vor r no v a lu e  ..f ' tin

I.r : e . '1 under whrtt way | roposcd re tiur ■ o' ■ 'at t

1 . 0 0 1 it* fi PM

the in fo rm ation a t hand.
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SENATOR STEDMAN r e i t e r a t e d  that  p a r t  ot th a t  c a l c u l a t i o n  had to  

do w ith  a 20 p e r c e n t  c a p i t a l  c r e d i t ,  which he no ted  i s  in  p la c e  

c u r r e n t l y .  He remarked, "So, . . .  I'm not q u i t e  s u r e  that a 

t ’tjht p a r a l l e l  w i th  th o se  numbers to  what w e 'r e  d e a l i n g  w ith  

today i s  even a l e g i t i m a t e  i s s u e  t o  have."

COMMISSIONER GALVIN s a i d  he a g r e e s  with  Senator Ftedinan t h a t  " i t  

does change when you con,pare i t  w i th  where we a r e  to d a y ."  He 

co n t in u e d :

Because when we look at  th e  i s su e  today. wliar we 

r e c o g n iz e  i s  tha' under that a n a l y s i s  t h e r e  act . ..  y

wa:. a g a s  p ro d u ct io n  ta x  that Was based on a :•

r a t e  . . .  in d ie  neighborhood i t .  : th ink  7 porter.'. ,

l i  you compare t nat t o ,  feu example, ■ :.e ACES end 

reou lt  j  in : e  g o in g  \ < end ip x i ' l  p tnbab iy  -i large:  

r st t h a t  ■ >,10 bo a s s o c i a t e , :  with  *'■>• rru.ided s , ,.

: r,ic. ! torn wht i ' we have ptuce  ' nday u.jm 'h e  .

lil 1 J . u!.. At id we Aoilt.ed • .: e  ' So :t. . 1 ... -

b ec a u se  was • ho 'ismfioi ti»:r t w  ...it! jcu -nr

i te , ita: c l  o i  I o i l , .* I ,|t i ve re .n ,

''•'NAi't'A ITKflXAN. : run 'hr,:  The it.s ..•• ' '* 1' deu.-'itj

U.-hln i . used doer.-: : e c o .  * tod. " * • ' '  i undo.j ...... " was . i '

u, . ,|, ' . r r that • n't u .-it: o'.ueti '<>i. ui.d - i !  inutii.

ope:.. ‘

COMM I ,i I1 >NKI< IKWiI! l u l u  : e h " ' o  '   !■ t i e .  1

:r t: I..' EM

■ |.NA!'i|t STRbMAN, regard in g  RR|«,' u  t i i ' o o  sat e i e  ttgil >>•■•:

a r e f e r e n c e  t o  TAPS. He sa id  a m a jo r i ty  ‘ I c g i y l a '  i s  t v i

that it would Lave been n . c e  .1 .h e  ; at* I hid been i .1 ho' ' e' 

p o s i t i o n  d e a l i n g  w ith  TARS over I tie y e a r s .  b e c n . s e  i .a ,  a re
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con cern s  rega rd in g  Che t a r i f f .  He s a id ,  'We a l l  understand:  

t h e  h ig h er  th e  t a r i f f  [ i s ] ,  the  lower our n e t  back t o  us as a 

s t a t e  [ w i l l  b e ] . "  He asked. "How c o r r e l a t e d  i s  t h e  g a s l i n e  t o  

o i l  l i n e  in  d e a l in g  w i th  a c c e s s  i s s u e s ? ”

COMMISSIONER IRWIN r e p l i e d  chat th e  two a r e  not r e g u la t e d  th e  

same; "one i s  common c a r r i e r  and one i s  a c o n t r a c t  c a r r i a g e . ”

SENATOR STEDMAN asked 11 th a t  ;s  a s u b s t a n t i a l  d i f f e r e n c e ,  one  

that  th e  . c g i s i a c u r e  shou ld  tune in and pay a t t e n t i o n  t o .  01 i t  

i t  in j u s t  a minor t e c h n i c a l i t y .  in which c a s e  t h e  l e g i s l a t u r e  

co u ld  01 . y  have TARS ; o th in k  about.

COMMISSIONER IRWIN responded a s  follow:.:

! r •a a c t u a l l y  much more impuitan’ my i . n d .

p ip e ,  .«• in  t!.i g a s l i n e .  In an r>.. l i n e ,  . . i f  ' he

! : ne r t i uom ■ nr. be Ildi I *> * ’ I ' ­

ll ipol t  iolta I'fl ’ 'h a <ln he, . r ,,

r .e r  I.r.i’. • n.ide !' : rhe new .ndiV ' .Aj . ' h a ’ ',

er 11 i f a  I s ' ep .

1 lie l ear’ 1 11 . in ' i ' i i r ” • n’ I APS i e'h, I.',- * • :,e ’

t(ie t Ul . 1 f , :i. .U. del”. l i t '  ’ he ■ ■ •' - ’ •* '

f u l l .  IS Ohe Il.a 101 . s n . e  fe t  lOJ ' JIl' ' ] i /

e x p . nr.i; . but  . i l s u  '■ f.e a ie : wro’

LO J." t :»c- ,. ii.<* AJ.'J ’ Mi.. * >7' ie UQtJ u
curu lor  f v i n r e r  J > h * n iji..* khmm-

p .oducer whc- »wp*: . . *42• i . :; i  j:k5 ■> you h«av. *t>

upstream p«</i)-.. who owns :   ne 'h e y  w e

indented ,  a a fripi ne Company. *< p >w • ••» M

be. auSe at th e  end ■-1 r he yea: 'h e  tXl t a h i f i t t S

paid  g .  bark . . .  ro "he pioduc*'l» If it ' ."  a p i p e ) ,  

company, t h e i r  i t t c e h l .v e  ' i s  ' << keep :i ' ow Io: ew

ox p loro t  i o n .
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SENATOR STEDMAN o f f e r e d  h i s  u n d erstan d in g  chat  t h i s  m a t te r  would 

be co v ered  in  a few days by means of  r e p r e s e n t a t io n  o f  FERC. He 

in d i c a t e d  th a t  f u t u r e  d i s c u s s i o n  would attem pt t o  answer why. 

f o r  exam ple, ExxonMobil C orporation  does nor "own a l l  the  

p i p e l i n e s  in  th e  world if  I t ' s  such a sweet d e a i . “ to s a i d  it 

i s  h i s  im p r e s s io n  that  m id-stream  p la y e r s  l i k e  Tra.-.sCunucta 

concent  r a t e  in  b u i ld in g  a r i  managing g a s l i n e s  in  a r e g u la t e d  

r e tu r n  e n v ir o n m en t . w h i le  o ther  companies So; .113 t a m e .  HR u»

C o n o co P h il1 ip s  A laska , Inc .  - en jo y  th e  arena  ot u n t e g u la te d  

r e tu r n s  and seek  h ig h er  r a t e s  o f  reL irn than they wounf get :n 

an jn r e g u la te d  p i p e l i n e .

1 5  P M

COMKISI-iONER IKWIN sc l'uco J • »•

company . .Ice FxxonM n : . '.V iip o ra ' i- n ' •*"-* ' !

m a ltin 'I t'O t.-y no; " lifc e  y ' I .icne: ' • »t< • I 1

p to  i t '.3 w ith  uW r a t e s  ut re ' .r i w i ' i  i< •.'«»»> • 1

rr.;-.ey o th e r p la c e s to  act 1 1" .( h i 1 e*

1■ : . PM

. - N A i  r  i C T B D X A N  r e c a l l e d  t h a t  f.’o m r ; . ,  : e :  : «  • • , !

I he ieu  s i  1' . r e  doer *. ■*' adopt Me I 1 1 n !•••?• .14 I.e

t r i t e i ma.1.1 ompou i i.-k 'ExxonMobil .a pu t u t . • >n '< . >

Cor.ore-Pa;.  1 ip s  A laska , Int . w . l . .  in  n t i <  t w:

that n .h::e<iuenv 1 y he hud s a id  t i e  l a t e  w 1 " - ibcie  v . ie

l host' coir.pariiec • lie s t a r e d  rhaC I - per* , ; . . i i . T loe; >■ ■ s * • •

w i th  the* sent imier.t. He . . . i d  l.e nu: two * p e u p .e  h .

el it 1 I* 1 *, I r iC

1 PMMI ' ONER IRWIN c l a r i f i e d  M in t ho 11 o ' t n l k l n t )  .

in d iv l tU a . le g i s la t o r , bu t rather ..1  c a lk in g  al» cn ta r e .

He s a i d  I e  s l a t e  knows that i t  a Oil p iu d u ii  a, la  de ..............

tlci predicted M,at Alaska, as a s ta te  1: gtilhtj T I  ...
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i n c r e a s i n g l y  d e s p e r a t e  t o  f i g u r e  out how t o  pay i t s  b i . i s .  He

emphasized:

When y o u 'r e  in a d e s p e r a t e  s i t u a t i o n ,  and sotre'.ne 

comes t o  you and s a y s ,  “I w i l l  g e t  your ga3 to  m arret .  

but you need t o  h e lp  me," y o u 'r e  p o s i t i o n  a t  t h a t  :me 

i s  much, much harder than i t  ; s  i oday w ith  he

c o m p e t i t io n  we 1 re  s e e i n g .

J : 0̂ 1: OS PK

SENATOR STEDMAN is su ed  a reminder that  roug h ly  ' .n .:  <t : U

s t a t . -  s  t a x  i s  coming from p r o g r e s s i  v i ' y . . .  which ' ne Kirn

ad m in .S trat  ion d i d n ' t  ir.e, and th e  . u  t e n t  adit • rat ..<:

wanted to  lower."  The l e g i s l a t u r e  i s  t h e  e n t i t y  th a t  rood up

' or ip r o g r e s s ! v i  t y , .

' ■ i- K  f  •iW.'l A . . 1 ■ ' ill . *,  f e g a r d  i t i g  . ' o n : : -  i f  i l w i

UC: cr i pi ’• ■. ol w h a t  t : s t a l e  w < " .  J a** ' /•

listed wh.lt the State Wuuld gain ,»r esc it . . tt 1* '»■:

11 an, • Vir.nia . ih se g u er • iy  in m » n l*  •• ' >• • • ■■ .

says  no !o  th e  s t a t e .

.■ i t :  < 1 1  I ' M

CdHMJSStohtr 11W1N 1 espnt.'iod, "That : why v/< r c l t  - : i t n

Ad IA 'hat  we d eve lop  pa.:r .per. s e a s o n  tow.,in  t e s t  i I i r ,i * _ H<

el t r i e d  S u t ih es  d c t a i  *d, c an i .d ing 'hot .1 . y ' '•<

c)n ;c e  e: t h e  company, but he t r . / n s ,  r a t io n . t .  campe:.. a w._ : 

pa i : i c x p a t e .

1:1)8:10 PM

P K P H K P K N "  A i  J V K  H o l i K ' :  s a i d  h e  w o u l d  , , k t  r e m i t  c l  o n e  i iw .n

s l a t e  l ui th e  p u b l ic  t, b e n e l i l ,  wha* A la .m i  may .lat.u • ' Ol/O 1
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TransCanada sa y s  r.o.

COMMISSIONER IRWIN s a id  th e  b ig g e s t  r i s k  would be i f  A laska  

b a i l s  on TransCanada, in  which c a se  i t  r i s k s  S875 m i l l i o n .  

Furthermore, he s a id ,  t h e  s t a t e  would l o s e  an o p e n - a c c e s s  

p i p e l i n e  and b a s in ,  which he s a id  would be a tremendous l o s s .

REPRESENTATIVE ROSES noted that  Commissioner Irwin had s a id  he

i s  " r e l a t i v e l y  comtoi Labi e  that they a r e  g o in g  to  come t o  at.

open season  and t h a t  th ey  w i l l  make a commitment." Regarding

that comni r.ment, lie r e c o l l e c t e d  d i s c u s s i o n s  r e la t e d  tr  AOCICC

that  "what th ey  recommend be taken o i l"  has a d ir e c t  i p a c  '

whether 01 not th e  p ip e  w i l l  be b u i l t .  The amount it be:

determ ines  noi o n ly  f in a n c ia l  s u c c e s s  and lie . i b . . . i y  ol 
l.-ivestmei but a i KO has n d i r e c t  lm p ac  whether or no*

t h e y ' r e  g o in g  t o  be a b le  to  g e t  'h e  f t.ai.i tig it .a det ' • be

a b le  i i  uo th e  pro ] e e l . " He s a i d  he heard Cuitntntts >»'. ■ • r *w.u

say m i s  morning thr.r he i s  not c o n ' u t e r in e  "he uudi sco v ered

i ha' » i  be tp ( l U C j i i r  On through evl e x p  1 ut it. -fe a, r.ed "How

g o ing  to  be a b l e  m i  k 'h u  thus m o w  > wJ.

indeveiopeu, unteund tins when t h ey  go t o  t r y  t e  g e t  money r<.

‘ i : ai t e t !. 11. p . jie , i I e TbA' ' S a :‘peog.ia' r > 1. ' t -. ! In' 11 ' i

I i nit cotnsu rnieti" . "

COMM ISSI'IKCF 'F.W1N b'"l yticetl : ha' becau.-l* ot tIr  (■• '.’ ■' ■

the b a s in .  .uni ill a d d i t io n  to  f (,e lu t u e  wii . *u • •

III at J has made t i e  liei : i » I i .et l  !1 . -I • •}1 pe. ' h i '

t .. v%*el th till! l in k  t o  be h f l "  'h cer t . li..e  i:

I th ink I' ' important to  •’ ■ that  we have . sk e ti

and have "lie money thrr. igh the .ovu i n . :  icqtu- •

l hi oggti th e  I <rg i il I at lire hat we w i * ‘ i l l . '  ee

m odeling Prudhot? hay as  wc d id  P o in t  Thompson. We 

need to  know, and we re  p u rsu in g ,  t h o s e  in s u e s ,  but '

t i le  very b es t  knowledge ol our team - th e  expert a We
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f e e l  . . .  TransCanada i s  v o t in g  - w ith  t h e i r  t a l e n t  and 

w ith  t h e i r  money th a t  t h e y  a l s o  c o u ld  go e l s e w h e r e  

w ith  - . . .  th a t  i t ' s  worth b e in g  h ere  and i t ' s  worth  

t a k in g  t h a t  r i s k .

REPRESENTATIVE ROSES s a i d  th e  l e g i s l a t u r e  has heard r e p e a te d ly

t h a t  what d r i v e s  th e  econom ics  i s  t h e  commitment; t h e r e f o r e ,  i f

t h e r e  i s  a lower commitment than a n t i c i p a t e d ,  th e  o n ly  way to

b u i l d  c a p a c i t y  i s  through “th e  p r o p o s i t i o n  o f  th e  u n d isco v ered

g a s  b e in g  put i n t o  t h a t  p i p e l i n e . "  He asked how much the

economic s p e c i a l i s t s  w i th  whom th e  a d m in i s t r a t io n  has he ld  
d i s c u s s i o n s  a t e  w i l l i n g  t o  f in a n c e  based on s p e c u la t io n  on what

may be put in  t h e  l i n e .

COMMISSIONER IRWIN r e p l i e d  t h a t  th e  d e te r m in a t io n  was th a t  " it  

can be f  i nan ced ."

COMMISSIONER GALVIN s a i d  t h i s  i s s u e  i s  one that, has been 

d i s c u s s e d  in r e l a t i o n  t o  P o in t  Thompson, a s  w e l l  a s  uoth  th e  

o f f - t a k e  and t o t a l  r e s e r v e  a t  Prudhoe Bay. A 4 bcf  l i n e ,  

f in a n ced  ov er  25 y e a r s ,  r e s u l t s  in  40 50 t c f ,  "whether y o u ’ re  4 

or 4 . 5 ."  He a sk ed ,  "We o n ly  have  24 known i n  Prudhoe ar.d 5 oi 6 

o u t s i d e  o f  th a t  o u t s i d e  o f  P oin t  Thompson w h e re 's  t h e  r e s t  

o t  th e  g a s?  Are t h e s e  guys . . .  b e t t i n g  on t h e  come?" He s a id

th e  answer t o  t h a t  i s  y e s  - " i f  t h e y  want t o  assume maximum 

p r o f i t . "  He d e s c r ib e d  a s c e n a r i o  in  which no a d d i t i o n a l  g a s  . s  

found oi nobody e l s e  f i n d s  a d d i t i o n a l  gar. t h a t  " they  can s e l l  

t h e i r  c a p a c i t y  t o . "  and "they end up w i th  unused c a p a c i t y  a s  the  

Prudhoe Bay p r o d u c t io n  ends up q o in g  through i t s  normal 

d e c l i n e . "  He c o n c lu d e d ,  " T h ey ' l l  s t i l l  make s u f f i c i e n t  p r o f i t s  

on t h i s  t o  j u s t i f y  making th at  in v es tm e n t ,  even  i t  th ey  do not 

f in d  any a d d i t i o n a l  q a s ." Commissioner G a lv in  s a i d  that  was a 

s i g n i f i c a n t  f i n d i n g .

REPRESENTATIVE ROSES s a i d  he i s  g la d  Commissions! G alvi;  brought
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up th e  P o in t  Thompson i s s u e ,  b ecau se  he t h in k s  i t  shows how 

"that p o in t  and th a t  f i e l d  p la y s  in t o  a l ) of  t h i s . ”

COMMISSIONER IRWIN s a id  th e  a d m in i s t r a t io n  was very s u r p r i s e d  to

d i s c o v e r  how economic th e  ga s  a t  Prudhoe Gay i s .  but he

e x p la in e d  thar i t  makes s e n s e  b eca u se  o much o t  the  development

i s  t h e r e  a l r e a d y .  He s a i d  he s u s p e c t s  that when in d iv id u a l

companies, such  as  TransCanada and o t h e r s  "look at  t h a t ."  th ey  
know " t h e r e ’ s  a  t ea !  s t r o n g  fo u n d a t io n  to  make t h o s e  r i s k

d e c i s i o n s . ”

.  : 15:4 3 PH

COMMISSIONER GALVIN, ici rospor.S' t o  R e p r e s e n t a t iv e  Roses

previou.- quest ion teq a rd in g  what he ! s<  *o ti e  s t a l e  would bt-

i t ,  during  open s e a s o n ,  TransCaiiaua d ec id e:  ,t w, 11 walk away,

o f f e r e d  two a n s w e is .  The f i r s t  am: we: o : . d  be detern  ir .  d In

insw eting wha* t h e  ohl .g.i* 1 (Its. *: .r  to ,.;C<it*<,»i:i/i'. ",,'ik • net .n

it-  appi . c a t i o n  a , d  what rem edies a t e  u .u  a b le  ' a  t h e  ’ wli 

• -i.it company should hi-v,:. *. • : ’i* i

happen, he an id, ' ir Irtai a wouin ne : •' k .,ot tin, f  a.  I 

motley, but a i t o  a .  , t hr w*rk p i , tui " ’.he tripoliy p t o ’/iiiwiJ, and 

i ,,   rb lo  to 'p u isn e  i ;h e :  :u ,» i., '» rv.'.i . ii/.e ■’

: rit i ict , • i util; tier I r

|io::.ti d out TrailsCai.iiil,'. J  J .S I , . '  . ' i r . t  cwia.er v . a 1 r t < f  -n

I 1 ■  pi • I ’ •• • '  ......  ' " • ' he::

! 11 , ; v e  ,,p t o  t lie: l o ld m u l  . or-r.. ”

COMM'. ' IONKN i '.Al A' 1N. regard in g  : in a n e 'a  ■ •xpijsuii :••>. I '

the  s t a t e  wanted t o  " ump o l  I ol 'h e  A-IA ’. l a t ». arid no in  a

d i f f e r e n t  d i r e c t i  in." .t iiripro ' uni f i recorin. '*'• th a t  * :eb -

darnngu exposm  i» w i l l  g ow *ji .> a: m ex p en d : t ui e s  t hai art

a i l . r a l l y  made t o  the pro’ e f i  tltow. lie o n 1 1trued;

Given t h c t  i t  s t i e d  t o  t h e  TC Alaska o x p e n d itu n

h ttp :/ /w w w .le g is .s ta tc .a k .u s /b a s is /g c t m in u tc s _ c om m .a s p 7 h s c = U & s e s s io n = 2 5 & c om m ^R .. . 10 /23 /2008
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s e p a r a t e  from what th e  s t a t e  re im b urses  them for .  and

a f t e r  an open se a s o n ,  as i t  has been d i s c u s s e d ,  '.he

e x p e n d i t u r e  p r o f i l e  chanqes to  ‘10 percent  s t a r e  10

percent TC A lask a .  But that  t r e b l e  damayus expo , a e

g o e s  down a s  w e l l ;  t h e y ' r e  expending much s lo w er .
At th e  end o f  th e  day . . .  I when I we ge t  th e  t ' s t

c e r t i f i c a t e  anu a l l  t h e  money's been expended by 1.

t h e  s t a t e  and TC Alaska. . . .  t h e  t o t a l  exposure  t o  'h e

s t a t e .  in c lu d in g  the $500 m i l l i o n ,  p lu s  t h e  tr< n  e

damages, i s  . . .  $875 ’m i l l i o n ) . 3ut . .  when we tel

t o  an open s e a s o n ,  at that p a i t i c u l a r  point :t me

the sta te  wi). have expended out . . .  . million

ot th e  SSI 'rr.illionl t h a t ' s  oeen p r o t e c t e d ,  tne

'u  ge* t o  that  po int  , and *j..r t r e l i le  damage exp . '* •

been three time., the .; Ami so. u.r o' u exp<

..t t h a t  poir.t is  r.iilio;. across 'la* i

"■ft#** 'A o v e r / t h  mj "'ha* ' ■'■•ii ' 1 h#r

g; * ; tll-.t ofl ahd 0',' ' 1 l.'bl I OatXdgt at'iC j: ' .

’.h ick  . " . ‘ si .m p oi»one for •!.■• :t <. it horn* t

' e g  I .- 1 a t  O r ' f t  h e r e  ' i i . d e ;  S t a r . u  I b i d  W e

..Tittediatel v yet ot; tit.* hook l e t  out ' l. * m i l l i o n  

. o;.e tv*leu Hit lot, .it • :ii e e  ritter  the  . .. -• d'»*ri'

. : i_B : > ES

I'i.PrF "SNTATIVH kc: E. l i n e d  hi.- i.d« i . r ..;.dl r.g f. t '.' 

t I,,* < : * .it',* I'.vmd-i iv ' h i r e / . .  »!■*• . ' t a t e  ., . ■: t-» i e  i i. . . . .  : . .

eiiip.iliy on ly  it a mtidiyi >r de terw in eu  that -t.e pt <•••' *>■.«

eronomir anti ' ht.s th e  romimny sho t >i o' *»v*> b e e t  . .  w»u ■

I i . k  k ".»• ot • t.e font  t

COMHIIii-'IOWk t lA l .V c o m  i rti.or! that t 'e to f l .  Ill ;<* I yell

aijo theie was tr.jch debate to dctcimi,.e when a project ., ..it I "'

deemed itiecottomIf. Vat inun facte uij ilito tne ieterr • ..' jr.

lie slated "I'he wolid would have to Change dratl'al i Cel i . j I • <

U tp :/ /w w w .lc g is .s ta te .a k .u s /b a s is /g e t m in u te s_ com m .a sp ? h sc - H & so s s io n  2 5 & c o m m  K ... 10 /23 /2008
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#

fo r  them t o  co n c lu d e  th a t  t h i s  p r o i e c t  i s  uneconom ic." He

c l a r i f i e d  th a t  i f ,  during the open sea s o n ,  TransCanada were  to  
c o n c lu d e  t h a t  th e  p r o j e c t  was uneconomic, then th e  S t a t e  of

A laska would have t o  s e r i o u s l y  c o n s id e r  the  p r o j e c t  a s  worth

pu rsu in g .

REPRESENTATIVE ROSES s t a t e d :

The amount o t  commitment you g e t  fo r  the  gas i s  g o in g  

to  d e term in e  whether or not th ey  get tn e  f in a n c in g ;  

whether or not t h e y  ge t  t h e  f in a n c in g  and how much 

r i s k  i s  in v o lv e d  d e term in es  th e  i n t e r e s t  r a t e  that

rtiey' re  go ing  t o  have to  pay on * hat money. So. ever  

though you sa y  thnt y o u 'r e  go .  tig to  have poop c  it

th ero  th at  a r e  w * 1 l in g  ft f in a n c e  on th e  s p e c u l a t i o n ,

t he .not e rporuj.i'  i .’e  ;s ,  hr h.ghr-r *r»- . . e  **' ;

t ho highe- 't ie  . i . i f t ,  .■ ’ : • t.I'lher ' "  •'. ' : tie

nigher 'h e  c o s r  r 1.v• economic iieocirer .

* J;: .s . ■. l t J vn tuueltuu wtnu, l,l*r |,lr . u 'nr*

nud.ence In ,11 m ta.kirg oho • wfn't.t •• - ■ >»

campani f.~ w. 1 1 ' w '■ ift. ri.u; . iv....ar a f : or

,• I. tC pi- .1 ' t Will 1 •' I ■ ‘ 1 ’ ’

ir.,r|, we i- go 11*: C ' . jt:,i.v:0 n tfia'. ig.ot ‘ ■ i* ■

drilling  it he uhie 'o  t i l l  M'.t.' pipe . ai . ' -**d

to i he eciuomirr wh It ot wti>*t h«*’ •- ■ • ■' 't.-

go.ng to he ,i wipe, i'ie tital w; 1 .~ucct*t*c or r It P' - itie

that wt . i t.i .i .  All ot rhose tty:,..m:CA r.-iv gether

I'V'eti trough Ltll'l appl .It to I" . I'pa 1 at " UUl'l

'•ijMKI •' IONTI' i MW! N said hi |.:. . out r  . "<• H’f .  -• apse.ute.y 

collect, tie continued!

t I link the  top  n iphi-r that were it r Bk. -n

meet ioned  i n f . f'ti depends on sj.iei.ding i a "
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#

o b v io u s ly .  We hope i t  g o e s  f a s t e r ,  . . .  but on what we 

a n t i c i p a t e ,  th a t  166 g o e s  to  2007 .  The next  yea r ,

3 6 .  I sh o u ld  round t h e s e  o f f  in  b ig  q u a n t i t i e s :

660, 7 2 b ,  and the 3 7 3 .6 0  I round o f f  t o  876. Po, th a t  

y iv eu  you an idea a s  y o u ' re  a s k in g  the p r o g r e s s io n  on 

i t .

COMMISSIONER GA’ VIN c l a r i f i e d  th a t  the- in fo rm a t io n  Commissioner  

Irwin was c i t i n g  was froi s l i d e  }H o f  'h e  com m its io n ers '  

f in d in g s  packet d i s t r i b u t e d  a c o u p le  days ago.

2:22  :61 FK

RFFK F SitNTAT 1VF CAP A e x p r e s s e d  concert: • hat n w a i t in g  s 1 'tie

end o! th e  60 anys o i  the  .•n.bined s p e c i a l  s e s s i o n s ,  the

l e g i s l a t u r e  ray i l e l n /  t i e  start;  o f  a a t . i l  i i ie .  He ... secJ '.he

cwt'i. i in: tohrf •• by w  el. la ' > r,< o g iu la t i . r o  w . o  t'ueU -

;t. oilier riot to  .-.I.*., a n o th er  t i c l d  .

iTijtVi 'hRR i.M.'11 , ' »-<! ■ r.• 11 f w • i". 1 id1 »' i * 1 ' ' I

•i..' r,o t fheri. . . •• • : h i .  app. •• nr. • t h e .

because  the  t r a d e  of i  A  trie .u s t  .= . • : "1 <-■ «t A p t- ,

/•. .a:..’ . ft., l e ju y e d  t.hrtt yo.-.'erclav ••••! nr-. . K: . P i

i J.,,- * d e c l i ' io b  war. t Abe .j, t , : y  Mia: is. .ill I"' '

..-.lit . Fa 1 nun - knowing now chat a n". : s -  :■ w: i .  !"• uu a

• , i.-. much n.tjt e  v a l i .a b ie  than knuwinn ■' 1 'hot

lor . ini, . .  go ing  * . no frasie lint :IAj

C0MV lOI.I'F r fry ’ V added. We w: i i .: 1; upl"'' ' r ' . ’

wc: k w ith  Tr tjiisCaliaoa and rea l  f irm  w ith  Mi . iln.er J' i,< can 

a l s o  speaf i i lit. company."

REFRF SENTATIVt UAF.A eq tiestod  ,1 f o l l o w  in in w i- i  ir.g h m i  the

conn u s s i o n c r s  sh o . . in g  t n e  l o t lo w in g :  when e  v o te  w  j I i . a v

tune how much tu n e  might be su v eo ,  and "When knowing when '"hat
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v o t e ' s  g o in g  to  be would a l s o  h e l p . ” He sa id  then the  

l e g i s l a t u r e  can nake  a d e c i s i o n .  and u wouid be encourag ing  

that  d e c i s i o n  t o  happen so on er  than l a t e r .

2 : 2 6 :1 9  PM

CHAIR HUGGINS asked  th e  com m iss io ners  for  the  o r i g i n a l  o b j e c t i v e  

the  a d m in i s t r a t io n  had in b r in g in g  i t s  p r o p o sa l  to  the

l e g i s l a t u r e ,  and when that  a c t u a l l y  Happened. fie ixp:c .ined that

he would l i k e  t o  “s e e  what ’ s happened *n the  t ine:  ine .

COMMISSIONER TRW IN s a id  he b e l ie v e : .  The d i ' e  was in Apr . .  Ho

cont i n t e d :

Understand when we had the  i s s u e  oi cseterm.i . ny the  

LNG c o n t r a c t  was not c o m p le te ,  we understood we would 

bo d e la y in g  th e  p r o j e c t  or * he \ nel  . e s . I -u' we jnt 

determ ined  ;i war, .ibr j d e l /  n , ' .  • o  :•••' » ■ . .d

romo no t he l e g i s l a t u r e  tujd ’ '• * -‘. a : i r . d  a /  w

n detprtTVinn* Without r'Vnl.in * he i M'•

p t iu n s .  We fe l t .  1* Was a p p r o p r ia t e  I'J do th at  and 

i • a 1s o  i equi i ed 1 1 me-

' : 2 4  ! Y

SENATOR GREEN .hut ed  that - doer, vat.r . m v  " “■< ' r.u-K “hr

leg  i Ifil-ii'r wu . Id . :i • if I y Wriy dr I « /  hr.»l .ijge.' * •- l ' *t<

•t afiyoit1* . “o PC b inned .  : - uU.ti :•« ' !•». I-*f' • ' *r- .r. :

e x t e n s io n s ’ or. '.\»r ;o.:r* o r h p s ,  -he  op ined  *ha* * he

bat* been I t i t t frr ig h ’ )h »*o amount of t .nit* t.• i^• *• ?‘*r . .

h e a r in g s .  She in d i c a t e d  'ha-  in f  notation r o q v ' .^ c d  by * h» 

.ecj; s l f i t m  e wai never r e c e i v e d .  he s t a t e d ,  ** o, I <:» •: t t h ’-:.k

we 't r at  a p o in t  where we r im j  ! n t*xpod«te our f .ear intji <:ghi

ot the  s c h e d u le  w e 'v e  j o e u  p la c e d  on ."  She s a i d  sh e  t h in k s  t h e  

l e g is ’ lar i t r c  s  reason  for h a v in g  t h e s e  hear ngs m  not o n ly  * •

ge t  th e  l e g i s l a t o r s  up t o  .speed on t h i s  sswe, but a l s o  to

h ttp : / /w w w .le g is .s ta te .a k .u s /b a s is /g c t m in u te s eomm .asp '.’hse— H & se s s io n  2 5 & c o m m -R . . . 10 23 2008
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a v a i l a b l e .  a s  w e l l  as th e  o p p o r tu n i ty  t o  t e s t i f y  and ask

quest  to n s .

2 : 2 8 :3 0  PM

SENATOR FRENCH, reg a rd in g  qas ownership ,  s a id  ne knows a l o t  of  

Alar'-ar.s b e l i e v e  t h a t  c h o o s in g  TransCanada as a p i p e l i n e  b u i ld e r  

i s  a bad id e a ,  b eca u se  t h e  company do es  not own any g a s .  He 

s a id  he would l i k e  t o  know how many m i l e s  o f  e x i s t i n g  p i p e l i n e s  

were b u i l t  by r e so u r c e  owners versus’ p i p e ’ : e  rompnr. i e.v. and 

whether (ugher gas  p r i c e s  s h i f t  th e  bal* o arui make p i p e l i n e  

n s t r u c t i o n  and ownership  nttte a t t r u ' - t i y e  t o  , res 

or whether th e  r e g u la t e d  r a t e s  o l  i ei ■ u J way., vr a s  a

d i s i n c e n t i v e  to  a product on end ex|>> or o', ion  company when

comer- t o  b u i l d i n g  p i p e l i n e s .

FENATOR FREi.’H s t a t e d  chat tne  : ior”ii .-.lope 1; s e p a r a t e  and  

.. d a t e d  bar r .  M e  a. wed:

How wi . 1 the  f u r l  I !l.r i i - t e  w i l l  m.c.e.y i r n b a l . y

on ly  be r.e lu b e  o! o:te I a.' t . pel  ir,t  • ut;-no

ut .1 th a t  Da.i.n t o  hi : r.g ’ hat gar > mutkor . . .  Jeud

In an' i t i n s '  pi ob!«:pu. f’I it' Id ' l ie  pr .irim eir  e l e c t  ' u  

b a n d  t h e  p i p e  ine  . . .  p a i t l c u i  i . y  invert 'hi.*

th»»y• ve cl.user, t o  .poi r e  •I's .d i the f i . i i ’ewnik :

Ad | 1

MNATt'S I'RMW'I raid He w.llit .ice 1 hr af.i'A'I *t cj.a.’s t ►on

I* ado <IV.i. . . e  to  ovoi yU.iiy : resell*

fOKMIStSl NLR cAeVfN r a id  uciiato i F i e i u l . ' j  t.lii*. J e t  ot o c. ' .  I.i

would be answoied by "the v  .k s  who a io  . . r t u t i i l y  in i he p , p e i  ne

In. i i l e u s , w.'. l e  h . s ant I ' r ..;••• quiinliuii would bo to •«' I by

the rtdiiunist rat  i o n ' ; le g a l  c o u n s e l .

ensure tha t the pub lic has access to a l l the in fo rm a tion
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2 : 3 0 :5 0  PM

SENATOR WIELECHOWSKI, regard in g  a v a i l a b i l i t y  o f  gas and g a s  o f f  

ta k e ,  asked thi com m iss ioners  i f  they put any weight in  fie fa c t  

th a t  the  produ cers  put i n  a b id  under the Stranded Gai Act and 

are  now p rep a r in g  t h e i r  Der.ali p r o j e c t ,  which i s  s i n i . - r  t o  the  

b i l l  b e fo r e  the  j o i n t  com m ittees .  He asked i f  th a t  l i v e s  the  

a d m in i s t r a t io n  any s o r t  ot c o n f id e n c e  that  t h e r e  i s  enough gas  

and gas o f f  rake a v a i l a b l e .

COMMISSIONER IRWIN sa id  i t  g i v e s  him a lor o f  ronf .d e .-v e .  He

s a i d  he .a k o s  c o r d o n  in Boeing a  company I . ke T'« ’ i Canatia

lo o k in g  at t h i s  proposa l and b e ing  w i l . i n y  ' o  ta> e  s  . t i c k ;

top .  • a f t e r  have i t s  board d is '  .is: tn e  i.in.nu- ai g:»*u* .r-r.gif

Fir th e  i ..lore e x p e r t s  in v o lv e d  wi t h ' fie ■ on O a t e s  ,yi'.>

.-lurvoy (USGS). from rhe D i v i s i o n  of G ee .o g ic . .  » He p h y s ic a l  
e: v i c e s  (DOCS), and some company i epi .-..opt.it veo a: ,  nay.no

r.uae gar amounts a r e  a v a i l a b l e .

„ : :2 : - a  PM

. \  X

1 senrt-i.ce  'hoc te.id: I ' •  u

he c*Xiv 14 ) rt**d, ,jjp i t »ud, . i ! . • *»-•« :* r /• •:<‘4* i • *• J ' ‘ *

<’ V ; f . U ' I K ' L * , *'

CHAT# U?;G0INi> aoici that a l t . / 1. . tn.vik wou. i ;ke Co: : :  o : i v :

inilv«n ro e x p la in  what Mv»t seji^w.c^ iid'Ans and whAt i - t l r c ’ 

ur. whai f i »c* U »g is»ati iro  ui 1 • f • • * • ̂  »y •

The f OIDJI ! n '  l ook di: fro?* t'M ' J : . ; : t*M.

CH.M IWOJh"' no* <4<i i h.*'. Cutnm; yj;-lOtu*i I v « n n<l liSft* I 0..r . i 

the  b: oak t o  d e fe t  dnswci l »kj Hu'jqlhi queT* *uii«

CHAIR announced that  • ne jo in t  com m ittee  would .ear text
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from Commissioner Clark Bishop.

2 : S3;19 PM

CLARK "CLICK" BISHOP. Com m issioner. Department ot '.abor &

Workforce Development, o f f e r e d  an in t r o d u c t io n  pro •.•diny a

PowerPoint p r e s e n t a t i o n  regard in g  jobs  and t r a i n i n g  ze .ar .ed  t o

t h e  TransCanada p r o j e c t .  He spo ke  ot h i s  e x p e r i e n c e  -n h i s

f i e l d .  He n o ted  th a t  when AGIA was p a ssed ,  AS . 90 .470

mandated th a t  a w orkforce  must be t r a in e d .  He s t a t e d  he

brought t o g e t h e r  in d u s try .  lab or ,  e d u c a t io n  s t a t e  •..* ■ tutu ■•it

and f e d e r a l  governme:.'- t o  p o l l  . r a in in g  p .m i togeth er  • r.at was 
p r e s e n t e d  to  t h e  . e o i s l a *  ire  .:. P o b r ja iy .  Ihat i s  , o s e  u.'ie.

Phase two, lie e x p la in e d .  i s  th e  p r o je c t  itnpleliiei.tat .011  oy

sch ed u le*  t line and by s t r a t e g y .  Phase t h r e e ,  /»•* 1 o t*1*

completed, will be training fapnt i * y 1 lirovy: out 1 *• .-.'at' .

Phase ‘ t r e e ,  he  .:.*.: . r e d  w i . . r . e p  . tei.* . ty t r a m .r  . • . - e r f

a n d  d e f  tie " w h a t  f h e i t  e x n r  ■ t • a . n  1 * c . i p . i '

s p e c  t i c  1 .* i ‘o o t expc r *

rOKM! S.*'tCtir I* H I  SI'1>U era : :* Oil 'ha i*. > ' lie: '.h.ott t.p.i

done i n s i d e  t h e  AGIA t r a i n i n g  p la t .  ..  "he i r - t o .n .  t

t r a i t . .n g  piog* anr:. He . a  d f •• ..; •** «.|Ji '■ Y

b r in g in g  t r a i n i n g  provide i s  * .'dorhor .* M*i • cr- •

n e v e r  c o r n s  i r i i t M t  c t !  w i t  , e a c h  o t j . e r  . H e  s o n  i t

ever ylinrty p 1. . 1 r g together • * ■ .*• ■ •’.! 1 ■*•■•’

ratSdior, o f  h a v in g  th e  h o s t  ed u c a te d .      t i .d i . e d  w r •: ■ •

t h e  ill.at o .  He ron c lu d ed ,  ! c a i r i  i«> .* l lo l ie ;  . . . . .  .1

lie I pi 1 1,eeit 1 * 1*' r ybudy . t o  p*i ' * -■* a**...;* ■■.•tit t*

? - . n / : V  PM

GUY HKI.l., A s s i s ta n t  Commissioner. P irttctor t.Vic.ia ,  tt  

D i v i s i o n  ot A d m in i s t r a t iv e  S e r v i c e s .  Deportment ot abot (. 

Workforce Deve 1 upmenv t tii.WD), ga ve  th e  ( l i s t  part

PowerPoint p r e s e n t a t io n  regard in g  j o b s  and t r a i n i n g  .-tiled to
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the  proposed TransCanada p r o j e c t . .  He s t a t e d  th a t  the v .orkforce  

goal  fo r  AGIA i s :  "a t r a in e d  and a v a i l a b l e  w orkforce  for  g a s

p i p c l j n e - r e l a t e d  o c c u p a t io n s ."  He re la y e d  that w ith  Che h e lp  of  

the  s t e e r i n g  coinnitt .ee and Che re sea rch  and a n a l y s i s  l e c t i o n ,  

tt'e department i d e n t i f i e d  113 o c c u p a t io n s  that  a t e  the  ‘ ocuu lo t  

th e  ga s  p i p e l i n e  t r a i n i n g  p la n .

HR. BELL d e s c r ib e d  t h e  workforce development p r o c e s s ,  o ;  Shownon s l i d e  4 o f  the  PowerPoint p r e s e n t a t io n .  He s a id  : r.e f i r m

s t e p  i s  to  i d e n t i t y  “s k i l l s  gaps."  which are  occupat or.s fo i  

which t h e r e  <1 : 0  no Alaska workers a v a i l a b l e .  lie sa 1 1 Brynti

Keitii would expound on that I s su e .  He 5.1 i the   .......  ..ikes

e l  l o r e s  ro m.niroizo th o se  taps h ,  r a r lo u s  mean s .  .du f

awareness,- e t f e c t i v e  labor exchange. in  :uding  based

s e r v . t  e s  and : he :»b c e n te r  r e t  win r,: .m i tie 1 .• 1

SI‘i v i c e s  .icrtun; I t*.’e anti a! I -<■ iian .e .

Hh. DEM d ir e c t  Oil »• a.r> • 1 1: : . ill! ‘ : f a i r i n g  by ' ""r at 1

I> “ which tie ■: 1 bed ...: .1 c o l l a b o r a t i v e  iyn.W. . . ' e m . -

He . a i d  1 ha .1.' "omit U .S iore i  Hi shot no lo* • a ne;

par d u n s  t o  d e v e lo p  a w ork force  11 ■ . 1 w t h  pa. trier ■ vod

ill the  secondary ed u ra t l  . ; yr?«-ir aim p roceed ;  Sid

pc: ' secondary e d u c a t ic i .  : y '■ t »*r . imi ■: . n o . *.0

I'rploytitenc ic -rv ices .  o f t i  n •• « . . .  1 workers l i n o  :

t o  te i  . i t  '1  p n s tseron d ar  v ' i m u m o  ■■■ 01 net 1

s k i l l ,  w h i l e  'h o y  a:-- wo: k in - .

HR. BH.l. t u: ued o s l i d e  0. wb ' n a,kite;- ' t. 1 .< ig.u

i'eonomic c y c l e s  a;> urn* c h a l l e n g e .  '.hi l e  Alaska ha 

y e a rs  uf c o n s e c u t i v e  and s t e a d y  employment growth -  - ■ ,

t h e r e  has. been s ig n :  1 cant 1 1 mc I t i a l ; on w ' n ; :i ndt.1.1 1 . 1 i:u*i

that  p e r io d ,  Another c h a l l e n g e  i s  t h e  ebb and f lo w  or •• 1 k* 1. .

Mi. Hell r e p o t te d  that 1 0 ,0 0 0  p e o p le  move in  and out • Alaska

each yertl 113. 00 Alrtukarn: n e  Hoby Hnoiner. a g e s  ! and
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m

m

each  year  - an i n d ic a t o r  o f  the  number o f  p eop le  e n t e r in g  th e

w o rk fo rce .  A t h i r d  c h a l l e n g e  i s  be aw areness ,  th e

u n derstand in g  o f  the  iob s  a v a i l a b l e .  not ju s t  p r o f e s s * o n a l  bur

s i g n i f i c a n t  o p p o r t u n i t i e s  in  blue* c o l l a r  jobs,  a s  w e l l .  A 
fo u r th  c h a l l e n g e  . s  th e  c o s t  and a c c e s s i b i l i t y  o f  t r a i n i n g .  The

l a s t  c h a l l e n g e  r e l a t e s  to  job b a r r i e r s .  For • •xarrple, em ployees

need t o  be d r u g - f r e e ,  o f t e n  a d r i v e r ' s  l i c e n s e  i s  r eq u ired ,

b a s i c  s k i l l s  a r e  n e c es sa r y  t o  be em ployab le ,  and c e r t ; f t e a t  Ion

needs  to  be m eaningful and t r a n s f e t  i abi»*.

3 :0 0 :1 7  PM

MH . noted that Comm i US i oner i:.-'.up ta d  Qbod be At*! A

t r a i n i n g  p lan , wh«cn was d e r iv e d  w ith  m e  s - s t a i . c o  o* a h:gn-  

Vfevftl s t e e r i n g  commi t-t ee;  phases  one find 'wo o f  whir l* .‘.uvu

e f f b c t . v e i y  b c i r r  rom pleted .  i t "  r » * l  e r red  :• . n f u i  P a ’. : o n  on

s l i d e s  f i l  of  rhe Powei Pol r s  , whir)- a d d r e s s e s  .ciri ces< r m»-

“Four AC:A s t r a t e g i e s . "  he f : i s *  . • i - r e c i*  f'«* -rde* 

ii c i o c .  *• fiwn r r.*::es. c-t and aC'teui! <

ievu.^pmer.f . The rerond t r a t e a y ,  h*- n  . 1 . ' . y• i • ve ' h*-

• . | • , • : • • • • .  P<i ’ , • ’ •

Lrtlcircoy. M; . U«.. said ' h« f ••• * • ‘

e n su re  t hut by th e  • in.*? A laska s  t orient -■ j i  jo. c»* : t r >r

u r • ".v k ■. • • • • • : • '

. ; tv Ki I WO • •

read ing .  «*rsd l o c a t i n g  mfonrn* . 1 : • ..-p; -«?rr.i.. a i

‘ducat j«*’. oppo? Mifiit.. o s .  r • «n1ii bar*. -k, , .♦• i.pi»iur. »n<l '

work towards "Vunpj ohoi.y i vr* and on. ..**•!? . v i . i t '  ,■ .  ̂1 1 i

s? amlnrri.s to  g u id e  n a m i n g  enti» i** . »• - ' ten*: .»vh -h e

. k : I Is t o  enter  employment t!U*o 'In-, «x*t l i n t :  mt. .o nut vd

t h a t  t h e r e  i s  a program that  i -  tuncifO t h i s  y%.*■ • l 'rid no:* . whi> h

of  fern  b a s i c  s k i l . n  t r a i n i n g  in th e  « o: • » : ic? m»*. jiiclurbiy t o  n 

sch o o l  and o n t - o l  school  youth and ado I t s .

w i l l begin leaving the workforce, wh ile 11,000 Alaskans turn 18
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a p p r e n t i c e s h ip s  and o n - t h e  job t r a i n i n g  o p p o r t u n i t i e s .  
R e g is te re d  a p p r e n t i c e s h ip  o f f e r s  a program o t  work and t r a i n i n g ,

which le a d s  t o  a s k i l l e d  and h ig h -p a y in g  c a r e e r .  The

[department I i s  working w ith  em ployers  and -  through th e  

ed u c a t io n a l  p r o c e s s  -  workers around the  s t a t e  to  meet th e  go a l  

of  the  t h ir d  s t r a t e g y .  He s a i d ,  “We do o f f e r  f inancier. support  

for t r a i n i n g ,  a s  w e l l  as pai ■ ia l  payment i i  wages, - u .e e ;  *•«> 

agreement by em p loy ers ,  t o  t r a i n  and r e t a i n  workers .  The

department measures the  outcom es.  Those measurement .n r lu d e  

•.tie number of p e o p le  who s u c c e s s f u l l y  com p le te  U n  uing -c-.d p i e  

and post t r a i n i n g  wages. The fo u r th  s t r a t e g y ,  Mr. B e l .  . .a id ,  . s  

"to in c r ea se  t r a i n i n g  far o p e r a t io n s ,  • f-crt:. r , i  i , and rnr ngement 

workers. ' He shared  th.-c. another metre, r, s tc .ry  wn,. ' . a. tuft 

douP.rng : sir#* of th e  e n g in e e r in g  m grair »r * t -  n;v-.u- . t y of

Alaska. tr i: kc 1 y 1 i'abno tUn, the 'ea.13.lar . e Mr. *i~ 1 1

other goal; toward tittrtr’ .lit, strategy : ambi t '• ■' 're ’ tit a

hw t ot ■■!> of tor 1 nr t .ng A" usk.itn • l-.g.h flktl 't.lprncj

tipper' .' ' e.- ,g.ti to lorn. t !.e a •<• iit.berii worker • •

ensure they nave tn e  O p p ortu n ity  access t i n .  ring io;

rlth'ar,' e; tenr oppoi t . ' 1 eS , nk We. 1 As ft* »eef, p.,re Wi'u;

HR. BELL said the th ird  s tra tegy is to increase reg is te red

MR. VMM - l l i " .  .'I'.KdN t .  Cl'.e! I! C| >'• ’ ’ a'

O f f i c e .  d i v i s i o n  of Adrr m i s '  t'ti* j v c  a e r v .e e :  riopu; vment .!  Lai-.'!

\  Woi k iu ic i  Development DLWD' . nave  th e  s e n  1 p a : - 

('.■well 'Hi' pr oBc t a I i on r e 1)' t .i ijiq .el* aim l i t ; :  : MJ ! •  g l eu ' 

th e  p> opoaed TranaCnliadj p r o j e c t .  'the s t a t e d  • cut  the

rh-pai -net.! ' s  ch . itqe ,  a s  ir - e l a t e . ;  tc. t h e  AGIA n r c i e r '  

quant l y  employment n e e d s .  She ad drea sed  Ue u m  e o! ioc.:::, os  

showi: beginr: ng on s l i d e  12 of th e  Power Pc int. p r e s e n t a t i o n .  'In-

Page 38 o f  77
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s a id  b eca u se  i t  i s  to o  e a r l y  in the  p ro cess  for  Research &
A n a ly s i s  t o  d e v e lo p  s o l i d  employment e s t im a t e s  for  che g a s l i n e

p r o j e c t ,  Che department has focused  i t s  re sea rch  e f f o r t s  on

i d e n t i f y i n g  p re l im in a r y  measures o f  cu rren t  and p o s s i b l e  " k i l l s

gaps, a s  th ey  r e l a t e  to  both the gas l i n e  and th e  economy

MS. KEITH s a i d  t h a t .  a s  shown or, s l i d e  15. th e  departm ent,

working w ith  in d u s tr y  p a r tn e r s ,  i d e n t i f i e d  111 AGIA o c c u p a t io n s ,

which ranged from t h o s e  working in  the- camps, on l o g i s t i c s ,

s a f e t y ,  or c r a f t  , and t h o s e  o p e r a t in g  egv ipmem.. I'he department  

used a  g r e a t  deal of e x i s t i n g  data t e c e v o d  b u n  employ i t  n 

around t h e  s t a t e ,  based  on unemployment insurance,  g i a r t e r i y

re p o r ts .  and annual employer w irve> s .  Kurt hern •«»,

c o n s id e r e d  data  d e r iv e d  f r ..in the permanent r a  a i ••: u v  n K in

to  the  p o t e n t i a l  s k i l l  s e c s  o f  i n d i v i d u a , s  ... the  isb-.r r.i.*;et . 

An shewn an s l i d e  >. M;. Keith  . a i d  ’ < lie'et.ri,n> 1 t e i i. ii 

yap, t tit department looked at ' !i<i i.ul'ibi I Ot n..* r e .  i . 

A la s k a 's  labot market. She s a id  t h e r e  ,n> a lo t  o' reason.' i..

employer w u ' .d  n re a nor •Markon, 1 •,' n e  ■ vr.e pr it.,ry ' t>

: ' tie licit tl! n  . O t a l . /  iVnl In! e  , . ,i'i! '.vtl: I" ■ n l

that tti . ' ' over ,t perce: .'  t WO! ke: i were : usuet iriefit.- of

tile • t l i e .  which r e p r e r e i t :  .. n .y i  .1 .'.|(.l . , 111!' . I y •

Alaska! in. The future gap. -lie ra I :« intcli •••< n t

quantify. he said one Cartel that ran ne nr,:,, icitni is tne ,n,..

v.11 r he incumbent wrukinree, ,t. the >■ aip* . j:: 'Gat wi ■'.e

ago they wi 1 . need t o  be rOp:need. A l i i  -n '.">k t.g a' the

f xg ifer from .ii '/f , she nbroci mom • fiuh <J per cent, trl

iiiltiVidi.ii : wu: ii. tig i' f\ ' i\ • Cupel eta -V • /* * d >r

o l d e r  .

i»M

REPRESENTATIVE OKtlEMDERG t.- ked wh.it per iviitaqo * fh< I c : • cut

. a  in c lu d ed  within t h e  IA percent He • i t i f l e d  t l.at e  want s

to ktinw whether a maturity ol the older people .n • Ai ickunu w

h ttp :/ /w w w .le g is .s ta te .a k .u s /b a s is /g e t m in u te s c om n i.a s p ? h s e = H & se s s io n = 2 5 & c om m =R ... 10 /23 /2008

http://www.legis.state.ak.us/basis/get


Committee Minutes Page 40 of 77

n o n r e s i d e n t s .

MS. KEITH s a i d  sh e  does  r.ot have that  s t a t i s t i c  a' hand.

N o tw ith s ta n d in g  t h a t ,  sh e  s a .d  youtiqer workers lend  t o  move;

t h e r e f o r e ,  g e n e r a l l y  sp ea k in g ,  a h igher  p e r ce n ta g e  o f  the

n o n r e s id e n t s  would he in th e  younger age qroups.  In r» o o n se  to

a req u est  from R e p r e s e n t a t iv e  Cruenberg, sh e  agreed  • p ro v id e

that  in fo r m a t io n  in  w r i t in g  to  th e  members.

MS. Kr ITII turned  t o  s l i d e  15, which l i s t s  seven  or t t o t e

o c c u p a t io n s  in v o lv e d  in th e  g a s l i n e  p r o i e i t ,  and 'a t  rayed t lie

udid i hat w e • ve  new. d i s c u s s i n g  fo i  i r e  i w t  ouupio  • n<

She s a i d  sh e  used th e  PFD act  i n i  t  ion  t o  ietoxmi r.t wh.-t.v-: or not

an in d iv id u a l  in  a r e s i d e n t ,  which a r e s t r  i c i  jv e  j . - i . n i t . o n

r.I r e s id e n c y .  The column r e f e r r i n g  to  w ick er  aye : s  'wren from

K W h ,  a s  p r e v i o u s . y  n o ted .  The hour :y wage data  snowr. a. s l i d e

‘ wan g le a n e d  Irom su r v e y s  prod.irec: w i'h  At ask. < “ '[•

a n n u a l ly .  ' in ’ occurred i one t in t e d  range ! r .g r i< at , r .g l  /

r s i l i e t i ,  t o  v ery  s k : .  led .  t o  h igh  w. -a .•*;■.•* n ’ >■f■ ' *' tni

reai'ag t h e r e  .S no wage 1 . l e d  ! "M ;. . / 1 1 1  her at.; i

the su rv ey  re sp o n s e  was not  adequ ate;  I rwr**rer he . . . ' e i i  '(let1

•I),. . > w.iae was a f .p rox ir .a te ly  i **: : .  -'r. :

uu'i.res i den* w<a kerr.. Mr.. rrr.ih r n . ' l  at. i nt at e.-. . v t  pn ‘ .. I ■ i*

A lask a  .hat a .w ay s  borrowed ot s t o l e n  workers trait the uwih .-

when needed. whether ri i s  dne * tn e  .-'easonai . t y ■>! . “. rabo:

m.nwet oi employment g>owth n eed s .  However . ‘ l e  ay ‘ hr-

s t a t e '  - w ork force  i s  not a problem m ig u o  to  Al rako rattier

r? a n a t io n a l  and g lo b a l  o c c u ir e n c e .  She a .  r ■ l.-it ienenging

wt.a goon in. ii th e  economic s c e n e  g l o b a l l y  and r >• no y 
A lask a  may f in d  i t  much mete d i f l i c  t l -  t o  meet ' l ie  .-r .i-e  i. ihcr

t.eod:- by t oct a l t  ng workers I roll o>.' o! t'a- it e «:i' t y

die s o i  1 t h a t  in d i c a t e s  a need lo t  A ia t- i i  t ? glow  v j i  .wn.*

A ssu tm q  tar  A lask ans ha.-* th e  •.. .  a v -edeo  !. • 'no

o c c u p a t io n s  not o n ly  h e lp s  r e s id e n t  f in d  good .went op tion:
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and make a l i v i n g  wage, but ensu e s ,  t o  some d egree ,  t h a t  the  

needs o£ A la s k a ' s  employers are  be in g  met.

CHAIR HUGGINS s a i d  t h er e  a r e  m u l t ip l e  e n g in e e r s  co n cern ed  that

the  s t a t e  c u r r e n t l y  has an i n i t i a t i v e  t o  m odify the  l i c e n c i n g  ot  

Canadian e n g in e e r s  t o  o p er a te  in A laska. bur without  

r e c i p r o c i t y .  He asked what the  s t a t u s  i s  ot that  i n i t : a '  .Ve.

KS. KEITH said she does not know the status of that . n ’ ative.

She said she could try to g e t  the intormat lor . . but explained

•ha; that is something her office does nut follow.

■ : 1 t ; 1 S PM

I'NKAb MUI.S.TGAN. i ' dill AKCAPIt'. p t e r e n t e d  -‘owe, v . ,, r. t .

mode' i ng of s h o r t -  and .o n g - ’ orr e m p .u y  • gei • i -c  cd

•or.s r i .( t .on ar.d o p e r a t io n  of .»r. A1 n KU Natural ■> '*• p e l .

He re 1 overt riim AHCAUI..... ten

mode. ;.g e x e r c i  r e  l u  Oft or < . t.e . ’ " '■ •»>.« u •« » • ♦•«.)*-••»-t.e

imparts of t h e  i -o n str t  • .ni aid opi-r a: .un I i tv>t-itn» i-*-

p .p e!  ;ne  p r o j e c t  : Aiat'-ka He pnlJilWt ttiit '.nut my ''t1 r '

t i,-t i-t ■ -:n"cs 11,0 p p c l t l A .  lie Wli- I' : ! e t  r .  ll»| t ■ t S'- • , .

t>. | *• >i l a m e r  ;>11••• a;, i ..ot -t 1?' * -f *• **•r • • ** . ; ■ i* e . e*

• : •• lifjili  H . i . ' I •   ' i - ; I , ■ u iHtl

. . op. i . Oi l  that t h i s  . at . , tu ' I "  M > • : l  • J , : t n

etl pioyt'iHttt fidlte; to! t pi 1 "...

,. , -O’ St rill : o i  -.I-VHI u yea: ''hu. he ' • e.l  * il I -
t . n n i e s  he i s  p t o v id in q  .'.»•• est itr .afe  n.l ' t  u . . a - .

II ., : . .i• . HU . ' i i  ‘ ; I ' l l ■

MR. Mi'll. I GAN. 1 0 *1)1 all- gue." i by 'ha  i l-'entiii

• ■Xp.ui r.etl that  ARCAPIf. la  hcfl I he: an • . u:.ym no:

. tfob* evint loti. lie "1 feted his he .*-t that AWM'IS -• ieed

t rom the Greek name. '‘Arcadia." which is ' place Green

mythology in which earth and watei wore i u iiaiiitony .ind p..! i .
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He s t a t e d  t h a t  APCADIS i s  an e n g in e e r in g  c o n s u l t in g  firm

MK. MULLIGAN r e fe r r e d  t o  s l i d e  2 and s t a t e d  th a t  ARCAUIS 

p r o j e c t e d  employment for  th e  f o i lo w in g  t h r e e  p h a se s :  the

c o n s t r u c t i o n  phase of the  p i p e l i n e ,  i n c lu d in g  the i n s t a l l a t i o n  

of compressor s t a t i o n s ,  the  gas treatm ent p la n t ,  and LNG

f a c i l i t y ;  th e  o p er a t io n  phase; and the e x p l o r a t i o n  and 

development phase ,  to  in c lu d e  work on th e  Norn. , ope tr.ar. would  

be spu rred  by th e  operat ion of  a n a tu ra l  g a s  piped r;e. Me

r e f e r r e d  to  s l i d e  3. l a b e le d  "Sources o f  Data,Model U s e d . " and 

reviewed th e  s o u r ce s  o f  i t s  d a t a .  He s t a t e d  hat AHCAblS isert

! nl or mol l on 1 roit rraiisCanatla • o ACIA a p p l i e s '  :on. I > om lf)e

s t a t e ' s  c o n s u l t a n t s ,  anti from this s t a t e  D i v i s i o n  >: . - t . t i  Gas.

He n o teo  th/d 'h e  mode used . s 1 uj I e<l " Jmpin,’!' and «...

originally developed by 1 h' "... loic ' . r vire which

beet, p r i  v a t  i c e d .

PK

MF . '■ fLl. 1C/AN St C >••! • )».!• l . i .n .1 . ' ..i a . * dl jVr-. ■

A ar.ka s p e c i f i c  . >!.• • r <ac o ir  : ' !i : ■

i ni ormn* - o;. f t  oir 1 hi' i.owt r *»y t o  ar_ . ■ . . ion* r« .n r  1 

I 1 1 ) : PS .

MK MULLIGAN refer  red . . dc 1 .a b id ed  i ‘ n . La •

Arr .mpi lOlift " and ittv .ewed " .a  . ;pi    lie • i4 • •. h

as> imp'ion tl'.at rt.e ass  t r . utmtti.f p l a n t s  i» it.lioi h i ,  n o  .•;> 

LNG f a c i l i t y  wt' i . d !'4’ Coin 4 : u. f e d  - n* fin* t a l i  •

, | J r i uj alitl 4 Mat «a • t i piar.n4 ai I ■' a* e i  . a . •• . I ■.

pur fl.iiSi.’d o u t s i d e  4 he ' l a t e .  prinMir.lv t o  e .  niiipa4 e  .• , ■ «.** 

for ".-'.had4 w” ot "fa ir*4 return. or. i .n a o  ex ,-  i* t , i .  • .  •

r:, i c 11 /It. I.IJI liMliu: and th e  p pe * h int  "/• 4: ih li l l l i lt"! •.t .if I hi

labor f o r c e  tc'i c o n s t r u c t i o n  ol an LNG t a c i . , t y  m  V ./ i .n r  won. 1 

be cole: t f a med 1'y th e  a i ,*e if 'h e  camp t i c  >•* d be ' a l  etl

in V aldez ,  B inoe  th e  area i s  a geoy t apfi < a I I y l im i t e d  •>'• ».
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#

r e f e r r e d  to  s l i d e  5, l a b e l e d .  " C onstructio n  Phase Er.ploymenc 

R e s u l t s ,"  and s t a t e d  th a t  any n a tu ra l  gas p i p e l i n e  pro e c t  w i l l  

c r e a t e  thousands o f  s h o r t - t e r m  jo b s  throughout th e  s t a ’ e .  fe 

o f f e r e d  th a t  th e  l a r g e s t  numbers o f  c h e s e  c o n s tr u e -  n jobs  

would be a v a i l a b l e  d ur ing  a very bi i e f  peak poi . - 

su g g e s t e d  th a t  tor  an o v e r la n d  p i p e l i n e ,  th e  peak - . - I d  be  

ap p ro x im a te ly  t h r e e  y e a rs  ior.g. He op ined  th a t  *h • sr.-. r e  cou ld  

ex p e c t  t h r e e  t o  tour y e a rs  of "employment . 'h e  indrods 

uncje ,  " fo l lo w e d  try a c o u p le  y e a rs  o t  employment ”.r ‘ tie row

th ousands ,"  fo l lo w e d  by a m a s s iv e  s p i k e  in eroploymen' r •i-'hing a 

peak, a f t e r  which th e  numbers wo <i»op Ol f udd< ■/. Me 

r e la y e d  that  th e  S t a t e  might exp ect  i e a t  o f  I f ,  000 .. - . t he

year in which con scru ct  ion ■■ the LNCl p io  ml rook p ■■ -  which 

would c o n s i s t  ol a 4 8 - in c h  p i p e l i n e  from Prudhoe .tuy - -'a ■ i> -• 

and c o n s t i f i c t i o n  o f  or, LNG f a c i l i t y  ' , h and le  1 1 bet : --r day.  

He p o in te d  out that th e  . NG wuiii i  have , ■ im,ir,

V OtllP : .1' .ON pi-'l J'l out to Me .  .... ■ . C

p r o c e s s in g  t r a i n s  that go In - • ' *>• •*<" 1 •.. .••i

I t',,1 ! •• ,11. (Welland !•-p e l  r,e pi ,| •". •-.!

p r tw u ters  "hen* would be s l . u t t l y  lewi.. • ,| i ■ .. i t e  ,
'..ibh in 'f*e peak /e,t* w : ' t | i  IX. I, a I ♦* ,

I ■ m l .

MR. ML'L 1.1 GAN t e f e r i e d  t o  A. .•!».' . jL e .e U  n p e i a r .  'i , .

Employment F.esu 1 tr, ," and e s t im a t e d  ".he s t . v t  t-r . ext"

, -  njiHi .ii juns J gits v* an ciVdrland p i pp'i i lie t ih i

i t s . - I  t w i t h in  Alaska and ..pc-r a t e  th e  M. tiujLim:.- ...ri*

Pi .d.hoe Bay. He op ined  '.hat r l.NG • ,,r wi . 1  i .  . ■ 11 • •

Wi I in i- o -S I uc i ■ I y ur.il Aie.'Alll '• * ' p . i ' i v  ' a' ' I 'i ' • -.Pi ,

1 . oli;i would be c ic a t t n l  l o i  a f m ' i l l ' y  ■ I P .  ■ . '. <

f liar .in LUG o p t io n  would o f f e r  ap| i ox lir e  • 1 y i J / p e i i r .

.11 A laska,

3 ; 1 7 :5V PM
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SENATOR WIELECHOWSKI inquired as to  whether Mr. Mull igan could

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

Alaska for each one of h is p ro jec t ions .

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

are jobs in Alaska and chat ARCADIs d id  not p ro jec t  any obs n 

Canada.

j :18:19 PM

CHAIR HU<k ; i n s  it iqv.red as to whetr.er inrl idiny 1.1.G wr u creai e

f ; ve  times as many obs in Alaska.

MK. MULLIGAN answcrod tLnt f iJom d» upcralions S ' i?:upui f’ i .

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

ol:; fo: an over lanti p ip e l in e  In response to  - tar the:

•juestiori by Chair Huyying Mr. M ull igan t M n l  ou I he
e:-t i mated 9 • jobn at the IN', far ;  11 y  An* • : • hi

..vein . f Jf jobs ! iyu ie .

1 : ! a 11 / RK

MR. Kel.LltiAN. refereed to  s -do f .  -abe lod  " D.D limp 1 t How

we generated out resu lts  f.cen.u . o s . ’ -rid i.ite-1 1 * • o'

i : : i* i t e.11 /  : ' tow.- i he . 1 t a ;. ewe . eld : ; . :■1

ARCAD! ' '"c-a.p.pei! two St'etinr 106. 'hie i d  at IO -.'.it !

no,. pi n accwsR p ip e l in e ,  whirr i; ; mr.eii i ■ iip<a »*y ixpA iie i . i .

from 'h e  ; ’ n il 4 '■ Pel per day ripen i* . I': •»' ■ .< . *

assured no new ’.a’ j i . i i  ran piodur* d .  t ai.suci.it* M * *. - t . f . . ' .  -.

and rlevfi ipment weik on the Nor:! dupe *r»r i : . i r e r t l y

producing t i e ld i  l..i*y#iri I 0 Ja i l  o! • th e i i  pl.i'.iai#.

scenario was based on Tr ansCai.dda' t p lan which inclutiei cttp .c i t y

expansions and a lso  assumes, that the p ip e l in e  wou.-i o f fe r

reasonable u r i d s .  He opi uni t hoi AHCADl'S deduced ' at 11...1

pro jec t  would in c i t e  e xp lorers  ro woi k e>n the No ith  "lope • '

http://www.lcgis.state.ak.us/basis/gct minutes_comm.asp?hse=H&scssiun-25&comm-K... 10/23/2008
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search of new natura l gas to sh ip  on the p ip e l in e .  Referr ing  to 

the graphs, he s ta ted  that the green area in the grapri on the

l e f t  shows production from current f i e l d s  at 4.5 Bcf per day,

w h i le  the b lue  area shows the gas under each scenario. Thus, 

under a non-open access p ip e l in e ,  new natural gas w c .Id  begin 

production in approx imate ly 2031, w h i le  under an ope: access

p ip e l in e  -  which assumes reasonable t a r i f f s  and a vibrant 

natural gas e xp lo ra t ion  and development industry beginning in 

the North Slope explorat ion and development jobs could be

generated to  produce the larger blue shaded ..tea I i 11 - v t r a t  iny

some jobs beg inn ing in 2020, w ith  the bulk : the ew bs

roinr.enr i ng i: 2 03 'i .

i : V. f: :5 .i RM

CHAIR HIJ< *N? asked for c ‘ ar i f u  <it ior oi nor. opei a r c -  • :•>

O ffered r.iv understanding • .ngoi RKi ?*■.• . i

would be open acresF.

Mf-. MULLIGAN, ; s ; r.n ar, LM'.l pro .ee* as exnn.pl o. • s fr ied

unriet stand mo •hat FTRC would : rerp. i ' e • lit- . < . .  1 in

f a c i l i t y  at ‘ hi. end of pip- to be jp e r t te . l  it. ar -j .. . ,

manner ; t.h*?ref ore ’’ *t- would serve a. .. bwt V I atipCK ’ lif*

p ip e l in e  c.ip-. i t y . - he .-irnti, “And . we a .• .rneti

capac ity  expansions on rhw p ip e l in e  ipsci cum • r.he b’M f ,• : .

in that rv.se. In response to fo l low  up qu fsM nn ::a.t .. .. i

Hug*, i t»s. fo  sa d nnn open acre:.-, would ••[;..■/ • "  11 V .• I "  ne

that via:, no* uporurlug capac ity  oxpa.ustOi s us ..koiiuc I ! low

explorers and or "hat d id  not il te l  • n i t : . -  ' ■ were

s n l l i c i e n t  y low :o  encourage fo.k. ' exp ld io  • ew

lug iiu i (as m.d r egui r uxpru,.- it lt iS. '

CIIA1R HUGGINS advised that during the f i r s t  lay that the 

le g is la tu re  w i l l  meet in Anchorage, A laska, fu i ih e i  d .* i . nu 

Would do. neate i tm i  and liritiu greater d e l .  m i l .  .n • , iw

http://www.legis.state.ak.us/basis/get minutes_comm.asp?hse=l l&session 25&comm=R... 10/23/2U08
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courses o f ac t ion .

3;22:27 PM

FEPKFSENTA'. VE NEUMAN noted that some people .night be confused 

as lo  whether th is  re fe rs  to TransCanada• s proposal or the 

Der.ali proposal. He pointed out that each one is  an ope.".-access 

p ip e l in e  and would have nego tia ted  terms. Thus. in review ing 

the scenario  ot transporting  natural gas from Alaska, he a id  he 

i e l t  i t  was important to note that both the VransLa: ido and 

Denali proposals an -  for open access p ipe .ties.

NR. CJM.ICAN exp la ined  that AKCADIM r. ' i / i i i g  • -ouve/. r ; a an 

employment .w.tit ot view, a bes t -rase 'wors t  cam • i o e.d a 

bes t case scenar i o.

' : .  3:29 PM

REPRESENTATIVE ?!F''MAN r e l a t e d  h i s  . n t l e i  stanoi ng . ' •  •

v . ] ja  . prv-. e.pt i* l oi 1 twined o n  • i ... - itt; . o r  • I .*• :o

Mii.ti.ll |i I CO. ;«.!•« t: V . ‘I t*c O 'eat wi A i *.a

pnjnTed till? 'h a t  VHju I i lidded pi r. ; . j p.nr.r .‘ . ) 'i.d r r e i '  "VIC..

• ling term o r .  Hr* . ..guired at t ■ wm-thet M . i l .g a n  1 .1

i!sc mclune .tot'll It !i ’ tii. 11 -'.m be.ceil nit 'a .  a- iddt'd ' 1 • ’ 1 ltd

f i a r ' s , .  He t .r rher  inquired a-- ' 0 Kt Mull igan pe: r pr- 11 ve

I t lit: I ii - male I.*, p ip e .Ii" w.i: leva op..,1 • . p.oetc.e .loupe- g.,s

; A.osk dis

HR. MULLIGAN rmsWPttld that ARC’ADIi d id  r.ot eoi. .oot uuy 

omployt'eri' ir ; . •.  f  fbtl . 1 1 t 1 . »a t h<>« t",y be d«V« l pull 

roc i l l  ot 'He  i t i ' v  '■ opwiteiil o' 1 nul do  g.i p |><* no

' KKPKI .-'PUTATIVE Ml UK AN a.].11 ted as t •• wti.lt el I cl? 11 1 an

dasi me would liave on employment •

MR. MULLIGAN answer 1J that he would h e s i ta te  to  inswui tin

http://www.legis.state.ak.us/basis/gct minutes_comm.asp?hse=H&session-25&comm-R... 10/23/2008
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employment e f f e c t s  of an in - s t a t e  gas p ip e l in e  since he d id  not 

examine that aspect. He o ffered  to examine exp lora tion  and 

development jobs on the North Slope for members.

3 : 2 B : 1c) PH

CHAIR HUGGINS re la ted  h is  understanding than any ga6 tc  l iqu id s ,  

value-added jobs would p o t e n t ia l l y  happen in A lb e r ta .  Hu opined 

that we owe i t  to  Alaskans" to f ind out how having tha ' sort ot 

f a c i l i t y  in Alaska might a l i e n  it.-, job nase He a. >:ed Mr. 

Mulligan to look at that so the l e g is la tu re  would under and the 

numbers tor the labor force.

COMMISSIONER BISHOr said In be l ieved  that 111? department 0.1.0 

prov.de m,i: information before 'h e  bony < econvr'.. .

i t - t . - r  pm

MK. MUI.MCAN re ferred  i t  . l i n e  1 ..die eo . 'Opera ' o ' >*h 

: .  1 r'li ent i-u'snl';;. ' elf 111 llO'Od '.hut AH I A131 : jlHCCJ 1 NQW

piodur*inn f a c i l i t i e s  would be cor»sr i '..cteti on the Ni lope

He : e 1 1 el .1' ed < ini' • ■ '  i I i * ,v., . I q t.e Pro elf.r on i re 1 1'  O '  < ho 

p ip e l in e  t n i i  at a rlivct, a p .w ity .  whieu for t :.u best .'as*.

. o:,. i r , <1 atr.mvo - • b I pot 1- . -inn t •' ne woi* ' A.*' " n

. .-.I r , . |,r: fier i.iy

MR. M l.u'ffAN 1 et er 1 ed . : l i i le  iihr'* . 1 ire. , ,t .

Employment, “ and explainer: "hot ' ' ter . U s  ti I.* model ; ng

: .us wete foi r|:e 7r msc.mada seen..:, . ..ssumit.'i ‘ 1 he: per

nay throughput - .ippi ex 1 mat e 1 y 1 ' exp .om t 1011 at.it

development jobs during the '•» 1 t imet 1 .ipi. . Hr- t i te r ed

'h i t  t non ripen .recess p - > e. '  With. . I f *  pel ley 'h i  ii '.pn' 

would p iodrce ipfil '.'Xiniat el y <17. i'X| > it . '■ and d '" . .  trprodhi

r< os over tile 201 r '< "1 timeframe. lie opined that ob

creal ion may he do .ryed . 11 .1 non open afrri..- pipr-tlir.e tiur '1 the

chat at. t et . : t  i 1. u ot natural gas pt < "luce . 01 anti 1 ee ls  . i.g o i l

http://www.lcgis.statc.ak.us/basis/gct minutes eomm.asp?hse=I l&session 25&eomm K... 10/23/2008
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plateau that could extend as la te  as 2026 versus a more

o p t im is t ic  timeframe of 201b as exp lo ra tion  developmer' begins 
in a n t ic ip a t io n  of that p ip e l in e  being a va i la b le  to  a i r y  the

natural gas to market.

3 : 2 8 : 1 6  PM

CliAIK HUGGINS asked for tile ra t ion a le  lot the 207.6 date.

MR. MULLIGAN answered that the date is a function of when 

natural gas f i e l d s  on the  North Slope would begin th e ir  gradual 

d ec l in e .  The r.on open access p ro jec t  r.cenai io  assume.- that 

exp!oral . on and development work would not begin v; ‘ 1 the

f i e l d s  began to f a ’.! o f f  of p la teau . He re to r ted  to t : -n  pome

as a "capac ity  wedge" that would iie a v a i la b le  in : he p ip e l in e .  

Thus, that is  how m e  :m.ng ol the exp lo ra t ion  and no pros.'

• obs was assessed.

1:29:10 PM

KK MULLIGAN re ferred  rr- . f in a l  * J . I* labeled I . i

Kirpioyment. and -pined tha* ■ n>* i t  me i exp. n o  »• -mil

development ob crea t ion  i . k c i y  :v ne • 1 - . O l  a

p ip e . i n e 's  h .itacterrsr ir-.-- Thus, an o|w.'i t*es» p ip 'u .i '. i  w . ' t

reasi ulrib e ' w i t : .  ar.d cap ac i t y  expan. ■n.E r. y

tra ns la te  in to  - obs r- ot.e: . rather than a no: e :■■. ‘ i H "  > v '

Scenario, which could r.n l 'i - a delA) ' I :- • >b le.-d is i !

*. he previous .1 ide. He r* n ed  ' :-n' 1 ' e irt>pu: ance 1 :i-.r - :

thi r.ew la tJ ia )  sus basin l e . n 'e d  lobv n Ai... n: . * r.o.o

: . .  ■ : . • ke lV  t o  t iw o i  u - x  1 • 1 to Ids

dec! '.he. lie poin ted out lh.il Hi uuhoe any p m: 1 -m -• ' i hue:

to  docl inc .  Add: t lon n l l y ,  iie o l t e i e d  tliat - lea f  on - i now ob;

w i l l  a lso  i.e. p so maintain she e x is t in g  s k i l l  el r . : ta le : . '

pool m Alaska.

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

w i l l  be geared 'p and .eady Lu Co..bat crime since i t  takes a 

long time to t ra in  Alaska S ta te  Troopers or t ra in  law 

enforcement personnel.

COMMISSIONER BISHOP answered that the department has i d e n t i f i e d  

occupations, inc lud ing  law enforcement, t r i e  sa fe ty ,  sr.d hea lth  

aft part of AGIA.

3:32:11 PM

REPRESENTATIVE FA IRCT.OUGH notou that .1 1 type- ..! '! me spiked

during construct ion  ot the Trans -A laska P ipe l ine  system. r.hi- 

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

opportun it ies  10 o f f s e t  unemployment issues that a r is e  at tfu 

end of the construct ion  e y r i e ,

COMMISSIONER BISHrJP .ihswtieo n. • utri- wte w; 1 t no t minf ; ei ap .e  

fiom const 1 i f '  »*/! 0 the e > p . . t ,t‘ . d "I- 1 1

■ ,t ire ti.< r ing  o '  iiinmbetd wot «.«•»• e :• :   p ee

REPRESENTATIVE FAIFCEuVCII pointed f l u '  ■•ime ’ hii

lr.fl ,ir t ruot such .it: ' e- H.. . Foart. ■ i i V

rT| : , cement .1. :.'ue t ,r r Iihi poit'.'ed .1 : I, 1 i.-*,mi pi.: ' - .1

nee, 1 a d d : i  Ciiiul ; rif 1 ust r uct ut e .

CHATP hUGGlNS inquiteil o a  to  the number • • ew ab. 'hut ore

an t ic ipa ted  to be f i l l e d  ny non A!., knits, wh: ' tie r : 

be i.et ensory

J ; PM

EI NATOK ETKVRN- expressed hi:' et,r A a. <» '•««*

p r e t t y  pool iccord w ith  ass is t  inf? students w r1 ! iiiAnt m :  iloeij.

he acknowledged that the n e  ha; done a re asoriocde job

a ss is t in g  high nchl evci u . Iluwovei, lie reca l led  m i tin
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Nationa l Conference of S ta te  Leg is la tures  (NCSL) tjave A laska the 

grade o f an "F "  in terms of f is c a l  assis tance for i t s  s tudents. 

He o f fe red  h is  des ire  to  provide g ian ts  and scholarsh ips to 

a ss is t  students and adu lts .  He inquired as to wr at the

department plans to  do to help students f inanc ia l  y.

COMMISSIONER BISHOP answered that h is  department w i . isk the

le g is la tu re  for f in anc ia l  assis tance . He agreed w itr  Senator 

Stevens that students seeking an Assoc ia te  Degree or -c mnai

Education have nor rece ived  much assis tance . He iua'.erj trial 

prov id ing  that ass is tance  is  one ot h is  prior t i e s  plans

w i l l  l*e forthcoming ihat wi 1. expat ',  scholarships

secondary student;; it. the s ta te

SENATOR STEVENS acknowledged that the itu

work. He poin ted out time i t  m e  a -e  -o r . ' r  ■• . jr. -ome

pa', i:, * ne pic.Mem w il*  r.ol get so .ed ne op .»*u '* ' -

> ake a:, enormous amouic td mua'i

COMMISSIONER BISHOP jnc.ii a r : red :»* ' I  i • <

udnun ls r in r ion . and tra in in g p.an ..re cnmlru t ■;e-• ■ t .

per i r;t 11 t i me in Alaska in w! . the 1 *c e fill. i.**

. . • h . -• vr ic.i s t tn ida id . p • ’ • ' ' : 1

plan is not usr about a p ipe •** r.c ’ ti..* *!.*■ ‘. 1 1

III;:- le i j jo la '  e dpi : op; a* •• 1 toi • h< ' • !'•«'
mining and healit. rat* -nh* : didii n l.e peei

uut'il «j:

y.i I: * . .

• h«' i(>p»ii r.jiii-*!*,' . Iio • »•. ti«  ̂ • i• - ' I ix* 3 ' i f  . *-*ij •. i * •

lit* oi t i  o i l iltsif rWiw plan ii.' not »i i . ‘.«

I’ld:., " whic.'i provided good fo ie .on  p o l ic y  it.-

e ited . ''I th ink ItUS l l . i ' l l i l l j  pie'. (a-; !>• . lat y "I

oui work here gain*) tniTWSttl. lie Inti hat II WI t J ■

he accomplished. He furr! opined • hat tie »- -■ -'>■ >■'“

country is  the most succesnlui c o u n i y  <>n the planet o  that it 

p io v ides  the hesr educated and nest tra ined  workforce on ' li<
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p lane t .  He asserted that w ith  the l e g is l a t u r e 's  help , w ith  

h is  help, and w ith  h is  s t a f f s  help - "w e r e  going to  put A laska 

back on tha t  map." He fur ther  pledged that A laska '9  S 100 high 

school sen iors and 1,500 general education developmr". IGLDI 

r e c ip ien ts  w i l l  "g e t  the f i r s t  shot at these lobs . "

J : J 6 : 18 PM

REPRESENTATIVE DOLL applauded Commissioner B ishop 's  e f f o r t s .  

She expressed concern w ith  the • ir.ef rase and n o ' "  t ha • '  t Aker 

time to  complete apprenticesh ip  programs. She inqu ires as to  

whether the department can address that .ss-ie. Sh" further 

inquired a s  to whether 'h e  workforce n e e d s  c o u l d  b e  r e  even f 

t ho programs were f u l l y  tenet toning ; . jlit now s./.c»• * •* S ta t e

n ight on ly  oe e igh t  years o u ' .

i ■( iMM I SSI ONER BISHOP acknowledged "hat Mir- s t a te  ts  •-■.me ■ i.e

, ive .  He re- at ed t ha'. '.he ' b. b, b i i <: t < :•»t ue

...i-, * it c,. which ha~ been d irti n . Shi ny ! n i ’ • n f ■ : e • •' "  1

that c o l l e c t i v e l y  A laska r m - t . e . v . j r a a e  empioyorf ' '  nll-'V.

Alaskan ch i ld ren  the opportun ity  'u  ga.n en try  .e .e .

stressed the r.eed lor Alaska to make •■■•ety < f f o t t  tor '

incumbent workers, olciei workers. . M  ■ ' f*s ot p .e  
hat'c a :'hot at. the p ip o i in e  iobs. He n j ie e l  w ith  Ropi ent.tt

Pailc lough, that Alaska must t r a in  i r r. workers to hr- ••, i - t . i . .e

or i.pstreani jnbr. «xpi • ■• * i • . and '■*' • 'pmet ' , pel 11

obs or d i s t r ib u t io n  ;obw Raiibei.h lib s 'o tb f l  tha t

should hi- A la s k a 's  job to  t r a tn  . '  s w n i 'e t  ,r> t :..r they  n,

a c q u . t e  the long-'.erit 'eyney  gbn.

1:41:15 PH

'(RNA'i'i »l( JYJSOH. WJl.h icspec t  f >  H 'C ip iO C t ty  'o l  "t y • u-ci . no 

c red en t ia ls ,  noted 'h a t  ' t h e  Dei led  tates/Cunadm:. : . t  .>('• I 

Pacii ic  fjor t hWeSi truiiomir Reg,on I HNVJh'R ha:; been per 'nrm ng 

some work on r e c ip r o c i t y .  lie opined that some progress r.n. been
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made on engineering re c ip ro c i t y  and creden t ia ls .  He ind ica ted  a 

degree o f r e c ip ro c i ty  e x is ts  (or welder cert i f i c a t  io - : . To 

Commissioner nisliop he o ffered  to provide contacts i  jt people 

who have been working on th is  issue. He opined that organized 

labor w i l l  prov ide  a huge asset to help f a c i l i t a t e  that process. 

He noted that A la ska 's  Canadian neighbors have large 

construction  p ro jec ts  in piocess and are very  i n t e r -  ed In

working together on p ro jec ts .

3:42.t42 PM

CIA i K lluct ;|N.-. challenged Commissi ir.ei Bishop • ■ a a s u t  '.<■ i'

.:i f a c i l i t a t i n g  cross -border pro ; e c t s .

COMMISSIONER DI CHOP noted liis plans to  meet wi»u the .reit.iur •: 

'h e  Yukon T e r r i to r y  to  seek ways . wh1 rh Ala : kaur- car. wotk .n

the Y -kon Ter r i t o r y  arid v ic e  versa.

4:43:0!) I'M

17. • HlIO s.' .tJU, I'll a. ■ whttt be* • •»: ‘I

rp-es 1 he potenr i . i l  foi ' l ie  Alaska > i »  1: .• r* 're-

dor's terns 10 modify i t s  I r a . '  "u .ippMim ■ -  1 ir ,

produce worker.' lor o p ip " '.  pi - |wr . - . or..

COMM: SS10NEK BISHOP answered 'Yes .  abr ' . " lie t r e n d

! h*i' lie has per suit.'. 1 y been invo lved  . 1 i.n . V.ln ' r ps '

. I  I yfair f  He sralcl, ' :  1 ■ , ■ • • •,

set " e i . • r ju t cos : ■ ted

:irt tissions w.rn 'In -  a gn:.. in i . .

1:1 : Cj PM

CHAIR HI'GCINS mnouni ed th a t the next ; l erer.t i t s ■ r.o he

spenee: II . ie, l losrf McArllu.r I I.P, who . on. .< m ' l  A ..ut Van

F le e t .  C:eer.berg Traurig  LI.P. lot a pane. cUfcCtu non .

h ttp ://w w w .lcgis .statc .ak .iis/b asis/g ct m in u t e s _ c o in m .a s p ? h s e ^ H & s c s s io n = 2 5 & c o m m -R ... 10/23/2008

http://www.lcgis.statc.ak.iis/basis/gct


C om m ittee M inutes Page 53 o f  77

3:4 b :47 PM

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

lega l issues a f f e c t in g  producer p a r t i c ip a t io n  n the proposed

TransCanada gas l ine  p ro jec t .  He s ta ted  that the panel would

focus on, "How do you get the gas?" Mr. Van F le e t  pro ffered

that asking how to  get the gas is kind o! l i k e  asking lot the

rec ipe  for bear stew: For the stew, t a r s '  got a b e a i : for tne

gas, f irst,  gel a p ip e l in e  proposal thai is a t t r a c t i v e  and car

o f f e r  transporta t ion  serv ices  at commercial y reasonable rate.-..

He sa id  although TransCanada was on the schedule to  address the

issue, Mt . Palmer has addressee a 1 . the ri.es' ions about

TransCanada ’ s a b i l i t y  to bu i ld  a p.pi I n o  thar ■: >1 l o t

t -a n sp o r ta t ion  at commercially i easoi.-.t 1l la te s .  iie noted that 
along w ith  Spencer Hosie. lie wo . I I adiir or.- ognl I : linen 'hu t hi:

a stirtid the producer: w i l l  ha1-'* : l wren ■ « i r ; 1 • :

deci:  I •• He noted that he and : eu nepi er won'll i • .

: nl orr-of . or, r Oga rrl i ::<J prodihei and pip> "  k n . : i i [w  i i .

. r . p a r t t c i i . i i .  would address rorre of r r.e prev : . . : :  fp.esti.ms :h.",f

Senator Flench asked the body. Ml HOsie io  re la ted . wemd

discuss the isuui: that a f f e c t  the - . -it : ^r.shif. beCweer, tin.

tra re  dr "he owner td m i-  <>r.d and 'h e  pi : r no

Oj fl,*t .rti'il, ifr- JiiM'Vliln . • HNcf* M  m<‘ I n ' t '  i'.

Hosie, such as t r tit he tins advised mu , . . i . i .swn ' ,,n ' l ie

aforementioned re iu t i . -u rn ip  new*-.-'  ' • • ■ ! .<• pi >d ••! ■

He sa id  he tie I ie vcs  ,1 t: f a i r  tc  .., r M- l i - , e  •: ' la

coun try 's  expel f on these issues. if* red further deto: r

regarding Mr. Hosie.

I’M

SPENCEP HOSIE, A t torney ,  Hosie Me A t * ' i r LLP. preserved legal

ssues al f e t i n g  pr otlucer part 'C ipa ' . ... ui- s t a 'c . l  I ha' in* U,,.

p rac t iced  o i l  ind gas tor over . years .  He noted that tie wr,..
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known as the Alaska North Slope (ANS) ro ya l ty  l i t i g a t i o n ,  which

estab l ished  the " r ig h t  method” for computing r o y a l t i e s  on North

Slope o i l  He o ffe red  that for the past 10 years he us been

the lead outs ide  lawyer for the s ta te  of Louisiana - •  energy

matters, and that he has worked w ith  s ta te  a ttorneys  ge -* -rnl and

the federal government. He sard that i t  s f a l l  to  s<i/ that ho

has been invo lved in dozens and dozens of o i l  and ga.-. actors ,

not just in Alaska, but throughout the lower 4ft. H‘ .user led

hat through those cases, he has naif the opportun ity  to  icad

m i l l io n s  of pages o f o i l  company documentr. He op.noo at 'h i .

has g iven him a f a i r l y  d e ta i le d  knowledge uf huw 't ie  m l
.ndustry th inks about, upstream decis ions what f a c t o  . r a t te r ,

which ones don' , aim why ne producer. are w. I 11 nq ..per.ri

money 111 cer ta in  loca t ions .  He i .at od, •!•. s '. fia M l

y n  ' y real wc.rld, tne trenches expet i ; b n ;

very mport.nr quae i i or of the Noi ■ h lope u -j f I e.

KR i t ', ; . ■. *. • r tht • • : ffrrlwd

< i,,t ( j ■ |,r od •<*< ' ’a: t*’ to A 1 mka w ith  tne

that o i l  might e * i f  on ■ ht North Siupe He st iter: n.r t : i

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

e xper t ise  for e xp . '.rat i on an'i di/Volopr.i r.r. i mutko*

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

’I'li s, the in i and o«..' i m ducei u reached an .lgioemeir * /■ i

t h '1 o i l  and qaS 1 e.i.si1. Tht* r • i 1 "ompan . ■ ; ;t , . L. 'd '. * ‘ '

ise • he 11 e x p e r t e  to  d i l igen t .  !y »*v.pl. i e  nev~ 

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

■ ut . the n i l  eon.putt: in: .ire o u t . t i e d  to 1 "■ P t 'n  <

of any o i l  and gas found and so ld . The . t a l e  ivy . . . :  .. to ,s

111,1) percent. 'lit acknowledged that hey not the i . n o

ol the l o y a l t y  stream” due to  the Vr r v  promises iust I c  ti,

Under the o i l  and eras lease, lor Alaska. which »r t i

.ii d dan . • 'at e_. genera i y, the pa r t .eh  hnv'e whal Lfie C

Che lead t r ia l  lawyer for the State of Alaska for what was then
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