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H ouse R esou rces C o m m ittee  
P age 2
M em orandum

he delivered  to the Sen ate  F inance C om m ittee. M r. M o gel w ill update this presentation 
and send it to our o ffic e . W e w ill p lace  his presentation on a flash  d rive  for the 
com m ittee s ta ff  io adm inister w h ile  he testifies.

M r. H arper g a v e  a presentation to the Senate Judiciary C om m ittee, but advised  m e that he 
did not h ave an an alysis  o f  the b ill, nor any prepared testim ony. It w ou ld  have been 
prudent to sched ule a m eetin g  w h ile  Mr. H arper w as here for the Senate Judiciary 
m eeting, but no request cam e in from  the com m ittee chair.

T h e  total cost per hour o f  the f iv e  gentlem en you h a v e  listed is S i 975/hour. I f  they 
te s tify  in person, w e  w o u ld  also  p ick  up transportation and expenses. If  they w ork  tw o 
d ays, the cost to the State w ould  be c lo se  to $40,000. M r. L eitzin ger and M r. Pulliam  
h av e  not done any w ork  on A G I A . T h e y  are econom ists that w e re hired to exam in e the 
ta> provision s and eco n o m ics  o f  a sp e cific  proposal. W e have no tax p rovision s in A G I A  
at the current tim e.

W e  have been advised  b y  M r. Pulliam  that Mr. Harper is still in Juneau and w ill be ab le 
to p rovid e testim on y in person.

In your letter you  request presentations. T h e o n ly  presentations prepared b y  any 
le g is la tive  consultants w ere  those g iven  to Senate Judiciary by  M r. Harper, to Senate 
F in an ce by  Mr. M o g el, and to both H ouse and Senate Finance b y  M r. D ickinson.

T h e  presentation b y  M r. D ick in so n  cam e from  the subject raised in H ouse R esources.
T h e  question w as i f  there w ere d iffe r in g  v ie w s  in the A dm in istration  on the e co n o m ics ’ 
presentation g i ’ en b y  Dr. Scott. C o m m issio n er G alv in  replied that there w ere 
disagreem ents, but that the v ie w s  and presentations g iv e n  b y  Dr. Scott w ere the v ie w s  o f  
the A dm inistration. S in c e  it is go o d  to h ave the legislatu re hear all v iew s, w e  hired Mr. 
D ick in son  to g iv e  another point o f  v ie w  on the use o f  FT com m itm ents as debt or debt­
lik e  entities. I do not k n o w  i f  M r. D ick in son  w ould be a va ilab le  to testify, i le  is 
currently  w o rk in g  for the M u n icip a lity  o f  A n ch orage.

I regret that I did not re ce iv e  any requests from  the com m ittee chair w h ile  the bill w as in 
the R esou rces C o m m ittee, and indeed did not get a request until yesterd ay  afternoon.

W e w ill p rovid e Mr. M o g e l ’ s presentation to you as soon as w e rece iv e  it. W e also  h ave 
a call in to M r. H arper requ estin g  a c o p y  o f  the m aterial he intends to present to the 
com m ittee.

Represent,iliw K:ilpli Siinuii’lsdi It’Kis.s'liilt'.ak n ■
Session: Akisk.i Stole* L'npilol. .lime,m, Al.isk.i 99801 1182 • Rhone loo"*) )(>;, 2705 lux (907) U>5 SOO 
Interim: -16 W .|th Aw Anelini.inr, Al.isk.i 99501:’IRR • Rhone (907) 200 o " |o hix (907) 269 024



A l a s k a  S t a t e  L e g i s l a t u r e

R e p .  C a r l  G a t t o

MEMORANDUM
TO : R ep re sen ta t iv e  R a lp h  S a m u e ls  
F R O M :  R ep . G atto  
D A T E : M a y  9, 2007  
R E :  R e q u e s t  fo r C o n su lta n ts

T h e  R esou rces C om m ittee m em b ers sign ed  b e lo w  form ally  requ est th e L B & A  
C o m m ittee  to require the attend an ce, p re fera b ly  in person, su b ject to  their ava ilab ility , 
through the end o f  regular S e ssio n  o f  the fo llo w in g  consultants fo r  q u estion s, testim ony, 
and presentations as w e con tin u e w o rk  on the A G IA . T h ese in d iv id u a ls  are currently 
under contract and adequate ap p rop riation s h ave  already been esta b lish ed  b y  the 
C om m ittee.

C C :

J e f f  L eitzin ger 
B arry  Pulliam  
T o n y  Finniza 

B ill  M ogel 
R ic k  Harper



i L e g i s l a t i v e  B u d g e t  &  A u d i t  C o m m i t t e eI f    ---------------------------------------------------------------------------------
#  REPRESENTATIVE RALPH SAMUELS, CHAIRMAN

MEMORANDUM

TO: Senator Gene Therriault 
Senate Minority Leader

FROM: Representative Ralph Samuels, Chairman 
Legislative Budget & A"dit

DATE: April 18,2007

Thank you for your memo dated April 16,2007. It is refreshing to see a request in 
writing rather than communication through the press.

Following the general procedures set up last year, LB&A will attempt to provide 
consultants at the request o f the committee chairs with the AGIA legislation in their 
committees. My staff has been in contact with the Senate Judiciary Chairman, and we 
received a request last Friday from the House Resources Co-chairmen.

Following that request, we are entering into a contract with an energy attorney with 
FERC experience. Once the contract is finalized, we will be able to have specific topics 
and questions asked, through the committee chairs, to my office then to the consultant.

As you stated in your memo, the Econ One contract has been extended through the end of 
this calendar year.

We were unsuccessful in our attempts to secure a contract with the Cambridge Energy 
Research Associates due to a conflict on their part.

CC: Senator Charlie Huggins, Chairman, Senate Resources Committee
Representative Vic Kohring, Chairman, House Special Committee on Oil & Gas 
Representative Carl Gatto, Co-chair, House Resources Committee 

✓'Representative Craig Johnson, Co-chair, House Resources Committee 
Senator Hollis French, Chairman, Senate Judiciary Committee 
Senator Bert Stedman, Co-chair, Senate Finance Committee 
Senator Lyman Hoffman, Co-chair, Senate Finance Committee 
Representative Mike Chenault, Co-chair, House Finance Committee 
Representative Kevin Meyer, Co-chair, House Finance Committee 
Senator Lyda Green, Senate President 
Representative John Harris, Speaker of the House

Rcprc.scntutivc_Rnlph_Suniuclsfri'lL‘Ris.statc.ak.u.s 
ScMnifin: Alaska State Capitol, .luncau. Alaska 99801-1182 • Phone (907) 465-2705 Fax (907) 465-5003
I n fo H m *  n iA  IA/ Attn A rw.k r, •»*•/»/.  ̂I n n  *-/-»« " in n  “  — - • -  *"* * -
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L e g i s l a t i v e  B u d g e t  &  A u d i t  C o m m i t t e e

\ ^ / 1. if REPRESENTATIVE RALPH SAMUELS, CHAIRMAN

MEMORANDUM

T O : Senator G e n e  T h erriau lt 
Senate M in o rity  L ead er

F R O M : R epresentative R alph  Sam uels,
L egisla tive  B u d g e t &  A u d it

Chairm an

D A T E : A pril 18, 2007

T h an k  you  for your m em o dated A p ril 16, 2007. It is refresh in g to see  a request in 
w ritin g  rathei ‘han com m u n ication  through the press.

F o llo w in g  the general p roced ures set up last year, L B & A  w ill attem pt to provide 
consultants at the request o f  the co m m ittee  chairs w ith the A G I A  legisla tio n  in their 
com m ittees. M y s ta ff  has b een  in contact with the Senate J u d ic ia ry  C hairm an, and w e 
rece iv ed  _ :equest last F rid ay  from  the H ouse Resources C o -ch airm en .

F o llo w in g  that request, w e  are entering into a contract with an e n e rg y  attorney with 
F E R C  experience. O nce the con tract is finalized, w e w ill b e  ab le  to h av e  sp ecific  topics 
and questions asked, through the com m ittee  chairs, to m y o f f ic e  then to the consultant.

A s  y o u  stated in your m em o, the L eo n  O ne contract has been exten d ed  through the end o f  
this calend ar year.

W e w e re  unsuccessful in o u r attem pts to secure a contract w ith  the C am b rid ge  Energy 
R esearch  A ssociates due to a co n flic t on their part.

C C : Senator C harlie  H u ggin s, C hairm an, Senate R esources C o m m ittee
Representative V ic  K o h rin g , Chairm an, House S p ecia l C o m m ittee  on O il &  G as 
R epresentative C arl G atto , C o -ch air, House R esources C o m m ittee  

, / R epresentative C ra ig  Johnson, C o-chair. House R eso u rces C om m ittee 
Senator H ollis French, C hairm an, Senate Judiciary C o m m itte e  
Senator Bert Stedm an, C o -ch a ir, Senate Finance C o m m itte e  
Senator Lym an H o ffm an , C o -ch air, Senate Finance C o m m itte e  
R epresentative M ik e  C h en au lt, C o-chair, H ouse F in an ce C o m m ittee  
Representative K e v in  M e y e r, C o-chair, House F inance C o m m ittee  
Senator L yd a G reen , S en a te  President 
R epresentative John H arris, Sp eaker o f  the H ouse

R e p re sen ta tive  R alph Suinuel.s(»'leRis.state.ak.us
S e s s io n :  A laska Stale  C a p ito l. Ju n e a u . A laska 99801- 11R2 • I'tione  (907) 465-2705 Fax (907) 465-5003
I n t e r im :  716 W . 4th  A te ..  A nch o ra g e , A laska 99501-213:1 • Phone (907) 269-0240 Fax (907) 269-0242



Alaska State Legislature 
H ouse Resources C om m ittee

Carl Gatto, Co-Chair
State Capitol Building, Room 108

Juneau, AK 99801-1182 
(907) -165-3743 

FAX (907) 465-2381 
Rep_Carl_Gatto@lcgis.slate.aJc.us

Craig Johnson, Co-Chair
State Capitol Building, Room 126

Juneau, AK 99801-1 182 
(907) 465-4993 

FAX (907)465-3872 
Rep_Craig_Johnson@lcgis statc.ak.us

/IE M O R A N D U M

T O : R ep. R alph  S am u els, C h a ir  -  L e g is la tiv e  B u d get and A u d it

F R O M : R ep. C arl G atto  -  C o -C h a ir, H ouse R eso u rces
Rep. C ra ig  Johnson -  C o -C h a ir, H ouse R eso u rces

R E : C on sultants for H ouse R esou rce hearings on C S H B

D A T E : A p ril 13 th, 2007

T h e  H ouse R eso u rces C o m m ittee  fo rm a lly  requests the L e g is la tiv e  B u d get and A u d it 
C o m m ittee  en g a ge  the n ecessary  legal, econ om ic, and tech n ical consultants to assist in 
tl eir d eliberations on C S H B  1 7 7 ( 0 & G ) .

C o m m ittee  m em bers h av e  requested sp ecia lized  consultation  to a d eq u ately  assess the 
a ccu ra cy  o f  the testim on y w e  h ave received  and the testim o n y w e  w ill  rece ive. In 
addition, w e  b e lie v e  the consultants w ill assist the m em bers in understanding the 
resp ective  w eig h t o f  the tech n ical issues arising from  testim ony.

It is m y  intent to co n clu d e H ouse R esou rces hearings on this b ill b y  late A p ril. I 
re co g  tize this p ro vid es o n ly  a v e ry  short w in d o w  for con sultation , but I b e lie v e  
consultants w ill p ro ve  va lu ab le  to the F inance C o m m ittee  as w ell.

T h an k you.

mailto:Rep_Carl_Gatto@lcgis.slate.aJc.us




A l a s k a  S t a t e  L e g i s l a t u r e

Committee Members
Senator Charlie Hoggins 
Senator Bill YVielechowski 
Senator Lesil McGuire 
Senator Gene Therriault

Senate Judiciary Com mittee

C h anges M ad e in Senate Judiciary to C S S B K ) i(R K S) N atural C a s  P ipeline Project

'11 it* hill order was c hanged to comport with the hill order ol the House companion hill, at the
request of legislative dralicrs.

A rticle  1.
In d u cem en t to C on struction  o f  a  Natural G as Pipeline

Section I.3.00.010 Purposes: No changes were made to this section.

A rticle  2.
A la sk a  G aslin e In d ucem en t A ct lic e n s e

Section 13.00.100 Gas Project: No changes were made to this section.

Sec tion 13.00.1 10 Construction Inducement:
• Hmguagc was added to clarify that the $.500,000,000 inducement is subject to 

appropriation by the legislature.

Section Id.00.120 Request lor Applications:
• Lmguagc requiring the administration to request applications within 00 days was c hanged 

to "as soon as practicable" and a coiilorming amendment was made in uueodilied law 
slating the legislature’s intent that it take plac e within 00 days.

• A provision for an appeals process for solicitation and appeals relating to applications was 
deleted as the committee added language to the application requirements that applicants 
waive their rights to appeal.

Senator Hollis French, Chair
State Capitol, Room 417 
Junea’ Alaska 99801 
Phone: (907) 465-3892 
Fax: (907) 465-6595



Section 13.90.130 Application Requirements:
• Lmguagc was added to (D) to require that applicants will describe their plans to implement

practices lor controlling carbon emissions liom natural gas systems as established by the
U S  K P A .

• The requirements that an applicant propose and support rollcd-in rales were rewritten to 
require that the 1.5 percent will apply to negotiated rates rather than just the maximum 
recourse rate, and that rolled in rales will include liiel costs

• Lmguagc was added better defining the provisions lor a project labor agreement, and 
requiring that an applicant utilize the Department ol Libor’s job centers and internet hiring 
program to the extent practicable.

• Two new requirements lor applicants were added: (l(i) requires applicants to waive appeal 
rights, both to the determination that no applicant merits the issuance ol a license, and to 
the determination to license a particular applicant. New requirement (I!)) requires the 
applicant provide a more detailed delineation ol the parties to an application.

Section 13.90. 1 10 Initial Application Review: No changes were made to this section.

Section I.DO. 1.50 Proprietary Information and Trade Secrets:
• Lmguagc was added to clarify that only information submitted by the licensee and retained

by the slate is subject to disclosure

Section 13.90.1 (>0 Notice, Review and Comment:
• Lmguagc was deleted that staled that applications received are "not public documents" as 

this was a misstatement of fact.

• Lmguagc was added clarifying that the summary provided by the applicant is a summary ol 
confidential information.

• A new subsection was added to require that the information determined by the
commissioners to he confidential would nevertheless he available to legislator, legislative
auditors and legislative finance stall and their contractors on request alter the person 
making the request signs a confidentiality agreement.

Section 13.90.170 Application F,valuation and Ranking: No changes were made to (his section.

Section 13.00.1.30 Notice to legislature:
• One change was made to clarify that the project rather than the application is judged on its 

proposed benefits.



Section 43.90.190 legislative Approval:
• This section was redrafted to require that the legislature approve the selection ol a licensee 

through a hill to he introduced in both bodies. The legislature must act within 60 days (this 
provision is a change to the I Jniforin Rules and will require a 2/3 rds vote). II the legislature 
fails to approve the issuance of a license, the commissioners may not issue the license the 
legislature failed to approve but may request new applications.

Section 43.90.200 Certification by Regulatory Authority: No changes were made to this section.

Section 13.90.210 Amendment or Modification of Project Plan:
• Lmguagc was added that allows a project to he modified if the modification improves the 

net present value ol the project

• Lmguagc was added that allows a project to he modified il necessary ol an order issued by 
the Alaska Oil and (las Conservation Commission.

Section 13.90.220 Records, Report, Conditions, and Audit Requirements: no changes to this
section.

Section 13.90.230 License Violations; Damages: No changes were made to this section

Section 1-3.90.210 Abandonment of Project:
• 'flic term “uneconomic” was delined in the section, and references to arbitrating 

abandonment were deleted.

• Lmguagc was added to require that arbitration be conducted under the substantive and 
procedural laws ol Alaska, that judgments must he entered in a superior court in this slate, 
that the burden of proof for any appeal ol an arbitration rested with the person making the 
appeal, and that all arbitrators must be selected from the National Rosier ol the American 
Arbitration Association.

• The bill was changed to stale that is an arbitration panel makes a final determination dial
the project is uneconomic, the licensee shall assign studies, data etc. to the state regardless
of which party requested the arbitration.

Section 13.90.2.50 Gasline Inducement Act Coordinator:
• Lmguagc was added to clarify that the position was in the ollicc ol the governor, would be

supported by the ollicc of the Covernor, and that the coordinator was appointed by the
Governor and can be removed at the discretion ol the governor.

• Lmguagc requiring confirmation of the coordinator was deleted.

Sc 13.260 Expedited Review and action by stale agencies: No changes in this set lion.



Article 3.
R esou rce In d u cem en t

Section  43.90.300 Q ualification  lo r  R esource Inducem ent:
• Reference to the lax freeze was deleted from the provisions that can he made contractual.

Section 43.90 .310  R oyalty Inducem ent:
•  T m gu agc regarding protest actions hy shippers if FF.RC roll-in rate policies change were 

deleted.

Section 43.90.320 (his Pro< 1 ictiou T a x  L.xcm plion:
• Tax freeze provisions were changed so that tax rates are set at the start ol the lirsl binding 

open season rather than at the end ol it.

• Conforming language was added to remove contractual provisions lor the (ax freeze 
vouchers received hy gas producers.

• Tmguage regarding protest actions hy shippers il I I.RC roll-in rate policies change were 
deleted.

Section 13.90.330 Inducement Vouchers:
• A new section was added to provide lor vouchers for persons committing to linn 

transportation for a certain amount ol gas as agreed to in a binding sales contract with a gas 
produce he vouchers may then he translerred to the gas producer lor that volume lor the 
period ol me contract or the period ol the inducement, whichever expires liist.

A rticle  4.
M iscellaneous Provisions

Section 13.90.400 Gasline Inducement Matching Contribution Fund: No changes were made to 
this section.

Section 13.90.140 Regulations: No changes were made to this section.

Section 13.90.120 Statute ol Limitations:
• This section was amended to clarify the provision applies to this chapter.

Section 13.90.430 Interest: No changes were made to this section.

Section 13.90.440 Licensed Project Assurances:
• 'The language was amended to clarify that funds must he appropriated hy the legislature; 

that only qualified expenditures will he reimbursed, and that existing programs to settle 
royalty disputes, modify royally rales, or piovide the benelils ol a large project permit 
coordinator under existing stale law does not constitute preferential treatment.



Section  43.90.450 Assignm ents:
•  A  provision was add ed  m  require that public notice, legislative notice and a 30 day public 

com m en t p eriod  p reced e a license transfer.

•  A  co n fo rm in g  am en dm ent was m ade to address the transfer ol in du cem en t vouchers.

Arh^ic 5.
G en era l Provisions

•  A  section was added as a co n fo rm in g  am endm ent to state it was the legislature’s intent that
a request for applications be issues within 90 days after the c llectiv e  dale ol this act.

•  A  section was ad ded  to uncodiiied  law to stale the legislature’s intent that the C ourt
expedite  cases relating to a pipeline under this act by giving the case priority o ver all other
civil cases to the extent perm itted u n der the A laska R ules o f  C o u rt.



Alaska State Legislature 
H ouse R esources C om m ittee

Carl Gatto, Co-Chair
Stale Capiiol Building, Room 108

Juneau, AK 99801-1182 
(907) 465-3743 

FAX (907)465-2381 
Rep_Carl_Gano@legis.state.ak.us

Craig Johnson, Co-Chair
State Capitol Building, Room 126

Juneau, AK 99801-1182 
(907) 465-4993 

FAX (907)465-3872 
Rep_Craig_Johnson@legis.state.ak.us

House Resources Committee 
A p ril 19, 2007

L a rry  Ostrovsky from  Dept, o f  Law  asked that these two sections o f  the A laska  
Constitution be distributed f o r  tod ay ’s committee hearing.

Section 9.1 - Taxing Power.

T h e p o w er o f  taxation  shall n ever be surrendered. T h is  p o w er shall not b e  suspended or 
contracted aw ay , ex cep t as provided in this article.

Section 9.4 - Exemptions.

T h e  real and personal property o f  the State or its p o litical su b d iv isio n s shall be exem pt 
from  taxation under conditions and exception s w hich  m ay b e provided  b y  law . A ll ,  or any 
portion of, p roperty used e x c lu s iv e ly  for non-profit re lig io u s, charitable, cem etery, or 
educational purposes, as defined b y  law , shall be exem p t from  taxation. O ther 
exem ption s o f  lik e  or different kind m ay be granted b y  general law . A ll valid  ex istin g  
exem ption s shall be retained until otherw ise provided b y  law .

mailto:Rep_Carl_Gano@legis.state.ak.us
mailto:Rep_Craig_Johnson@legis.state.ak.us




4/20/07

A M E N D M E N T  # ______

O F F E R E D  IN T H E  H O U S E  B Y  A D M I N IS T R A T IO N
T O : C S H B  1 7 7 ( 0 & G )

P a g e  2, lin e 9- Insert " ( a ) "  b e t w e e n  " p r o je c t ."  a n d  "T h e".

P a g e  2, lin e 12-Insert " (b )  N o th in g  in this s e c t io n  p r e c lu d e s  u  p e r s o n 's  p u rsu in g  a  
g a s  p ip e lin e  in d e p e n d e n t ly  fro m  this c h a p t e r ."



4/20/07

A M E N D M E N T  #

O F F E R E D  IN T H E  H O U S E  
T O : C S H B  1 7 7 ( 0 & G )

B Y  A D M I N IS T R A T IO N

P a g e  3, lines 22-24-D  3 te  t h e  rest o f  t h e  s e n t e n c e  a f t e r  " c h a p t e r "



4/20/07

A M E N D M E N T  # ______

O F F E R E D  IN T H E  H O U S E  B Y  A D M IN IS T R A T IO N
T O : C S H B  1 7 7 ( 0 & G )

P a g e  4, lin e 12- Insert " h o w  t h e  a p p l i c a n t  will im p le m e n t  p r a c t i c e s  for c o n tro llin g  
c a r b o n  em issio n s fro m  n a tu r a l g a s  s y s te m s  a s  e s t a b l is h e d  b /  t h e  U n ited  S ta te s  
E n v iro n m e n ta l P r o te c t io n  A g e n c y "  b e t w e e n  " e n g i n e e r i n g , ' a n d  " a n d "

P a g e  4, line 1 2 - D e ie te  " c o m p ly in g "  a n d  insert " h o w  th e  a p p l i c a n t  will c o m p ly "



4/20/07

A M E N D M E N T  # ________

O F F E R E D  TN  T H E  H O U S E  B Y  A D M I N I S T R A T I O N

T O :  C S H B  1 7 7 ( 0 & G )

P a g e  6, line 20 -  p a g e  7 lin e  8- D e le t e  this s e c t io n  in its e n t ir e ty  a n d  su b stitu te : 
" S e c .  4 3 .9 0 .13 0 . (7) c o m m it  t h a t  t h e  a p p l i c a n t

A. will p r o p o s e  a n d  s u p p o r t  t h e  r e c o v e r y  o f  m ail iline c a p a c i t y  e x p a n s io n  
c o s ts , in c lu d in g  fu e l c o s ts , fro m  all m a in lin e  s y s te m  u sers  th r o u g h  rolled-in  
r a te s  a s  p r o v id e d  in (B) a n d  ( C )  o f  this p a r a g r a p h  or th r o u g h  a  
c o m b in a t io n  o f  in c r e m e n t a l  a n d  ro lled -in  r a te s  a s  p r o v id e d  in (D) o f  this 
p a r a g r a p h ;

B. will p r o p o s e  a n d  s u p p o r t  t h e  r e c o v e r y  o f  m a in lin e  c a p a c i t y  e x p a n s io n  
c o s ts , in c lu d in g  fu e l c o s ts , fro m  all m a in lin e  s y s te m  u sers th r o u g h  rolled-in  
ra te s; a n  a p p l i c a n t  is o b l i g a t e d  u n d e r  this s u b p a r a g r a p h  o n ly  if th e  
rolled -in  r a t e s  w o u ld  in c r e a s e  t h e  r a te s

i. n o *  d e s c r ib e d  in (ii) o f  this s u b p a r a g r a p h  b y  n o t  m o r e  th a n  15 
p e r c e n t  a b o v e  t h e  initial m a x im u m  r e c o u r s e  r a te s  fo r  c a p a c i t y  
a c q u ir e d  b e f o r e  c o m m e r c ia l  o p e r a t io n s  c o m m e n c e ;  in this s u b ­
s u b p a r a g r a p h ,  "initial m a x im u m  r e c o u r s e  r a t e s "  m e a n s  th e  
h ig h e s t  c o s t - b a s e d  r a t e s  for a n y  s p e c i f ic  tr a n s p o rta t io n  s e r v ic e  
s e t  b y  t h e  F e d e r a l  E n e rg y  R e g u la to r y  C o m m is s io n , t h e  
R e g u la to r y  C o m m is s io n  o f  A la s k a , or th e  N a tio n a l E n e rg y  B o a rd  
o f  C a n a d a ,  a s  a p p r o p r ia t e ,  w h e n  t h e  p ip e l in e  c o m m e n c e s  
c o m m e r c ia l  o p e r a t io n s ;

ii. b y  n o t  m o r e  th a n  15  p e r c e n t  a b o v e  th e  n e g o t i a t e d  r a t e  for 
p ip e lin e  c a p a c i t y  o n  t h e  d a t e  o f  c o m m e n c e m e n t  o f  
c o m m e r c ia l  o p e r a t io n s  w h e r e  th e  h o ld e r  o f  t h e  c a p a c i t y  is n o t 
a n  a ff ilia te  o f  t h e  o w n e r  o f  t h e  p ip e lin e  p r o je c t ;  for th e  p u r p o s e s  
o f  this s u b - s u b p a r a g r a p h ,  " n e g o t i a t e d  r a t e "  m e a n s  t h e  r a t e  in a  
tr a n s p o rta t io n  s e r v ic e  a g r e e m e n t  t h a t  p r o v id e s  for a  r a t e  th a t  
v a r ie s  fro m  th e  o th e r w is e  a p p l i c a b l e  c o s t - b a s e d  ra te , or 
r e c o u r s e  ra te , s e t  o u t  in a  g a s  p ip e l in e 's  tariff a p p r o v e d  b y  th e  
F e d e r a l  E n e rg y  R e g u la to r y  C o m m is s io n , t h e  R e g u la to r y  
C o m m is s io n  o f  A la s k a , or t h e  N a tio n a l E n e r g y  B o a r d  o f  C a n a d a ,  
a s  a p p r o p r ia t e ;  or

iii. for c a p a c i t y  a c q u ir e d  in a n  e x p a n s io n  a f t e r  c o m m e r c ia l  
o p e r a t io n s  c o m m e n c e ,  to  a  le v e l  th a t  is n o t  m o r e  th a n  1 1 5  
p e r c e n t  o f  th e  v o lu m e - w e ig h t e d  a v e r a g e  o f  all r a te s  c o l l e c t e d
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b y  t h e  p r o je c t  o w n e r  fo r p ip e lin e  c a p a c i t y  o n  t h e  d a t e  
c o m m e r c ia l  o p e r a t io n s  c o m m e n c e ;

C. will, if r e c o v e r y  o f  m a in lin e  c a p a c i t y  e x p a n s io n  c o s ts , in c lu d in g  fu e l 
c o s ts , th r o u g h  ro lled-in  r a t e  t r e a t m e n t  w o u ld  in c r e a s e  t h e  r a te s  for 
c a p a c i t y  d e s c r ib e d  in (B) o f  this p a r a g r a p h ,  p r o p o s e  a n d  s u p p o r t  
t h e  p a rtia l roll-in o f  m a in lin e  e x p a n s io n  c o s ts , in c lu d in g  fu e l c o sts , to  
t h e  e x t e n t  t h a t  r a te s  a c q u ir e d  b e f o r e  c o m m e r c ia l  o p e r a t io n s  
c o m m e n c e  d o  n o t  e x c e e d  t h e  le v e ls  d e s c r ib e d  in (B) o f  this 
p a r a g r a p h ;

D. m a y ,  fo r  t h e  r e c o v e r y  o f  m a in lin e  c a p a c i t y  e x p a n s io n  c o s ts , 
in c lu d in g  fu e l c o s ts , th a t, u n d e r  rolled -in  r a t e  tr e a tm e n t ,  w o u ld  
resu lt in r a t e s  t h a t  e x c e e d  t h e  le v e l  in (B) o f  th is p a r a g r a p h ,  
p r o p o s e  a n d  s u p p o r t  th e  r e c o v e r y  o f  th o s e  c o s t s  th r o u g h  a n y  
c o m b in a t io n  o f  in c r e m e n t a l  a n d  ro lled-in  ra te s;

E. a g r e e s  n o t  to  e n t e r  intc a  n e g o t i a t e d  r a t e  a g r e e m e n t  t h a t  w o u ld  
p r e c !  j d e  t h e  a p p l i c a n t  fro m  c o l le c t in g  fro m  a n y  sh ip p e r, in c lu d in g  
a  s h ip p e r  w ith  a  n e g o t i a t e d  r a t e  a g r e e m e n t ,  ih e  rolled -in  r a te s  th a t  
a r e  r e q u ir e d  to  b e  p r o p o s e d  a n d  s u p p o r t e d  b y  th e  a p p l i c a n t  
u n d e r  (B) o f  this p a r a g r a p h  o r th e  p a rtia l ro lled-in  r a te s  t h a t  a r e  
r e q u ir e d  t o  b e  p r o p o s e d  a n d  s u p p o r t e d  b y  t h e  a p p l i c a n t  u n d e r
(C )  o f  this p a r a g r a p h ;"

A M E N D M E N T  # ________

O F F E R E D  IN T H E  H O U S E  B Y  A D M I N I S T R A T I O N

T O :  C S H B  I 7 7 ( 0 & G )



4/20/07

A M E N D M E N T  # ________

O F F E R E D  IN T H E  H O U S E  B Y  A D M I N I S T R A T I O N

T O :  C S H B  1 7 7 ( 0 & G )

P a g e  8, line 18 -2 1- D e le t e  s e c t io n  (1 5 )  a n d  su b stitu te :
(1 5 )  t o  t h e  e x t e n t  p e r m it te d  b y  la w , c o m m it  to

(A ) hire q u a li f ie d  re s id e n ts  fro m  th r o u g h o u t  t h e  s t a t e  for 
m a n a g e m e n t ,  e n g in e e r in g ,  c o n s tr u c tio n , o p e r a t io n s , m a i n t e n a n c e ,  a n d  
o th e r  p o s it io n s  o n  t h e  p r o p o s e d  p r o je c t ;

(B) c o n t r a c t  w ith  b u s in e s s e s  l o c a t e d  in th e  s ta te ;
( C )  e s ta b lis h  hiring fa c ilitie s  o r u se  ex istin g  hiring fa c ilitie s  in t h e  

s ta te ;  a n d
(D ) u se , a s  fa r  a s  is p r a c t i c a b l e ,  t h e  jo b  c e n t e r s  a n d  a s s o c i a t e d  

s e r v ic e s  o p e r a t e d  b y  t h e  D e p a r t m e n t  o f  L a b o r  a n d  W o r k fo r c e  
D e v e lo p m e n t  a n d  a n  I n t e r n e t- b a s e d  la b o r  e x c h a n g e  s y s te m  o p e r a t e d  b y  
t h e  s ta te ;

P a g e  8, line 2 5 -2 7
Line 25- d e l e t e  "prior to "  a n d  r e p l a c e  w ith  " b e fo r e "
Line 26- a f t e r  " a g r e e m e n t "  d e l e t e  " to  a s s u r e  e x p e d i t e d  c o n s tr u c t io n  a n d "  

a n d  r e p l a c e  w ith  "; in this p a r a g r a p h ,  " p r o je c t  la b o r  a g r e e m e n t  m e a n s  a  
c o m p r e h e n s iv e  c o l l e c t iv e  b a r g a in in g  a g r e e m e n t  b e t w e e n  t h e  l i c e n s e e  or its 
a g e n t  a n d  t h e  a p p r o p r ia t e  la b o r  r e p r e s e n t a t iv e s  t o  e n s u r e  e x p e d i t e d  
c o n s tr u c t io n  w ith "
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A M E N D M E N T # ______

O F F E R E D  IN T H E  h O U S E  B Y  A D M I N IS T R A T IO N
T O : C S H B  1 7 7 ( 0 & G )

Page 10, line 3 1- d elete  “ A S  4 3 .9 0 .15 0 ”

Page 10, line 31 insert: “ A S  43.90.140. consider p u b lic  com m ents rece ived  under A S  
43.90 .160 (a),”
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A M E N D M E N T  I t ________

O F F E R E D  I N  T H E  H O U S E  B Y  A D M I N I S T R A T I O N

T O :  C S H B  1 7 7 ( 0 & G )

P a g e  11 , lin e  1 0 - D e le t e  " w e l lh e a d "  a n d  insert" n e t  b a c k " .

P a g e  1 1 , lin e  1 1 -Insert " a n d  t r e a t m e n t "  b e t w e e n  " tr a n s p o r ta t io n "  a n d  "c o s ts " .

P a g e  1 1 ,  lin es 1 5 - 1 7
Insert " a n d "  a t  t h e  e n d  o f  line 15.

D e le t e  "(5) t h e  a m o u n t  o f  t h e  c o n tr ib u tio n  b y  t h e  s t a t e  u n d e r  A S
4 3 .9 0 .1 1 0 (a )( l  ) (A )  a n d  (B) p r o p o s e d  b y  th e  a p p l i c a n t  u n d e r  A S  4 3 .90 .130 (9 ); a n d
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O F F E R E D  IN T H E  H O U S E  
T O : C S H B  1 7 7 ( 0 & G )

A M E N D M E N T  #

B Y  A D M I N I S T R A T I O N

P a g e  12, lin e 28-29. D e le t e  s u b s e c t io n  (d )  e n tire ly
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O F F E R E D  IN T H E  H O U S E  B Y  A D M I N IS T R A T IO N
T O : C S H B  1 7 7 ( 0 & G )

A M E N D M E N T  # ________

P a g e  14, Lines 6 -10 - R e p l a c e  s u b s e c t io n s  ( e )  a n d  (0  w ith  t h e  fo llo w in g :

( e )  T h e  tra n sfe r  o f  a n y  c e r t i f i c a t e  or m a te r ia l  a s  a  result o f  fa ilu re  to  c o m p ly  w ith
( a )  o r (b )  o f  this s e c t io n  is a t  n o  c o s t  t o  t h e  s t a t e  or t h e  s t a t e 's  d e s ig n e e .  A  
tr a n s fe r  u n d e r  ( c )  o f  this s e c t io n  is a t  t h e  l ic e n s e e 's  n e t  c o s t .

(f) For p u r p o s e s  o f  this s e c t io n ,  th e  e f f e c t i v e  d a t e  o f  t h e  c e r t i f i c a t e  o f  p u b lic  
c o n v e n i e n c e  a n d  n e c e s s it y  issu e d  b y  th e  F e d e r a l  E n e r g y  R e g u la to r y  C o m m is s io n  
o r  t h e  R e g u la to r y  C o m m is s io n  o f  A la s k a  is t h e  d a t e  w h e n  all rights o f  
a d m in is tr a t iv e  a p p e a l  to  th e  c e r t i f i c a t e  h a v e  e x p ir e d .
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A M E N D M E N T  # ________

O F F E R E D  IN T H E  H O U S E  B Y  A D M I N I S T R A T I O N

T O :  C S H B  1 7 7 ( 0 & G )

P a g e  14, lin e 13-In sert " im p r o v e  t h e  n e i p r e s e n t  v a lu e  o f  t h e  p r o je c t  to  t h e  s ta te ,  
a r e  n e c e s s a r y  b e c a u s e  o f  a n  o r d e r  issu e d  b y  t h e  A la s k a  Oil a n d  G a s  
C o n s e r v a t io n  C o m m is s io n ; o r"  b e t w e e n  " m o d if ic a t io n s "  a n d  " a r e " .

P a g e  14, lin e 16-Insert " e x c e p t  for a n  a m e n d m e n t  or m o d if ic a t io n  r e q u ire d  
b e c a u s e  o f  a n  o r d e r  is su e d  b y  t h e  A la s k a  Oil a n d  G a s  C o n s e r v a t io n  
C o m m is s io n ,"  b e t w e e n  " a n d "  a n d  " m a y " .

P a g e  14, lin e  17-In sert " p r o je c t 's "  b e t w e e n  " th e "  a n d  " lik e lih o o d "  a n d  d e l e t e  
“fo r t h e  p r o je c t " .
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O F F E R E D  IN T H E  H O U S E  B Y  A D M I N IS T R A T IO N
T O : C S H B  1 7 7 ( 0 & G )

A M E N D M E N T  # ________

P a g e  16, lin e  18-23 D e le t e  s u b s e c t io n  (f).

P a g e  16, lin e  3 1 - D e le t e  "its C o m m e r c ia l  A rb itra tio n  R u les" a n d  insert " ' 't h e
s u b s ta n t iv e  a n d  p r o c e d u r a l  la w s  o f  this s ta te " .

P a g e  17, lin e 1- D e le t e  " a n y  c o u r t  o f  c o m p e t e n t  ju risd ic tio n " a n d  insert “ in a
s u p e rio r  c o u r t  in t h e  s t a t e " .
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A M E N D M E N T  # ________

O F F E R E D  IN T H E  H O U S E  B Y  A D M I N I S T R A T I O N

T O :  C S H B  1 7 7 ( 0 & G )

P a g e  17  line 1 1 -  Insert a  n e w  s u b s e c t io n s  ( c )  a n d  (d )  a n d  r e n u m b e r  th e  
fo llo w in g  s u b s e c t io n s  a s  ( e )  a n d  (0:

" ( c )  T h e  a rb itra tio n  p a n e l  in (b )  o f  this s e c t io n  sh all m a k e  a  d e t e r m in a t io n  
t h a t  t h e  p r o je c t  is u n e c o n o m ic  o n ly  if t h e  p a n e l  fin d s th a t  th e  p a r ty  c la im in g  
t h e  p r o je c t  is u n e c o n o m ic  h a s  p r o v e n  b y  a  p r e p o n d e r a n c e  o f  th e  e v i d e n c e  
t h a t  t h e

(1)  p r o je c t  d o e s  n o t  h a v e  c r e d i t  s u p p o r t  s u ffic ie n t t o  f in a n c e  
c o n s tr u c t io n  o f  t h e  p r o je c t  th r o u g h  firm tr a n s p o rta tio n  
c o m m itm e n ts ,  g o v e r n m e n t  a s s is t a n c e  or o th e r  s o u r c e s  o f  
f in a n c in g ;  a n d

(2) p r e d i c t e d  c o s ts  o f  tr a n s p o r ta t io n  a t  100 p e r c e n t  lo a d  
f a c t o r ,  w h e n  d e d u c t e d  fro m  p i e d i c t e d  g a s  s a le s  
r e v e n u e  u sin g  p u b lic ly  a v a i la b le  p r e d ic t io n s  o f  fu tu re  g a s  
p r ic e s , w o u ld  result in a  p r o d u c e r  r a t e  o f  return  th a t  is 
b e lo w  th e  r a t e  ty p ic a lly  a c c e p t e d  b y  a  p r u d e n t  oil a n d  
g a s  e x p lo r a t io n  a n d  p r o d u c t io n  c o m p a n y  for 
in c r e m e n t a l  u p s tr e a m  in v e s tm e n t  th a t  is r e q u ir e d  to  
p r o d u c e  a n d  d e liv e r  g a s  t o  t h e  p r o je c t .

(d )  In a n  a p p e a l  o f  a  fin al d e te r m in a t io n  r e n d e r e d  b y  t h e  a rb itra to rs  u n d e r  (b )  o f  
this s e c t io n , t h e  p e r s o n  m a k in g  t h e  a p p e a l  h a s  t h e  b u r d e n  o f  p r o o f."
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O F F E R E D  IN T H E  H O U S E  B Y  A D M I N IS T R A T IO N
T O : C S H B  1 7 7 ( 0 & G )

P a g e  18, Line 1-4- D e le t e  s e n t e n c e  b e g in n in g  "T h e" a n d  e n d in g  w ith  " e l e c +e d ."

P a g e  18, Line 4- r e p l a c e  " p e r s o n "  w ith  in d iv id u a l s e rv in g  a s  t h e  A la s k a  G a s lin e  
I n d u c e m e n t  A c t  c o o r d in a t o r "

P a g e  18, lines 6 -17 , d e l e t e  s u b s e c t io n  (c ) ,

A M E N D M E N T  # ________
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A M E N D M E N T  # ________

O F F E R E D  IN T H E  H O U S E  B Y  A D M I N I S T R A T I O N

T O :  C S H B  1 7 7 ( 0 & G )

P a g e  19, lin e 1, insert " (a )"  b e t w e e n  " in d u c e m e n t ."  a n d  " n o tw ith s ta n d in g " .

P a g e  19, lin e 8, insert a  n e w  s u b s e c t io n  (b )  t h a t  r e a d s :

"(b )  A  g a s  p r o d u c e r  r e c e iv in g  a  v o u c h e r  u n d e r  A S  4 3 .90 .3 3 0  is q u a li f ie d  to  
r e c e i v e  t h e  r e s o u r c e  in d u c e m e n t  in A S 4 3 .9 0 .3 10  a n d  4 3.90 .3 20  for t h e  g a s  
s h ip p e d  in th e  firm tr a n s p o rta tio n  c a p a c i t y  d e s c r ib e d  in t h e  v o u c h e r  for th e  
p e r io d  d e s c r ib e d  in A S 43.90 .330 ."

P a g e  19 lin e 14, insert b e f o r e  p e r io d  a t  th e  e n d  o f  th e  s e n t e n c e  t h e  fo llo w in g :

"o r s h ip p e d  in t h e  firm tr a n s p o rta tio n  c a p a c i t y  d e s c r ib e d  in a  v o u c h e r  r e c e i v e d  
b y  t h e  g a s  p r o d u c e r  u n d e r  A S  43.90 .330."

P a g e  19, lin e  15- D e le t e  "(b )"
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O F F E R E D  IN T H E  H O U S E  B Y  A D M I N I S T R A T I O N
T O : C S H B  1 7 7 ( 0 & G )

A M E N D M E N T # ________

P a g e  2 1, lin e 30-Insert "o r s h ip p e d  in t h e  firm tr a n s p o rta t io n  c a p a c i t y  d e s c r ib e d  
in a  v o u c h e r  r e c e i v e d  b y  t h e  g a s  p r o d u c e r  u n d e r  A S  43.90 .3 30 " a f t e r  " s e a s o n "  
a n d  b e f o r e  t h e  p e r io d .
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O F F E R E D  IN T H E  H O U S E  
T O : C S H B  1 7 7 ( 0 & G )

A M E N D M E N T  #

B Y  A D M I N I S T R A T I O N

P a g e  22, lines 4 -5 -D e ie te  ih e s e  t w o  lin es in th eir e n tire ty .
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A M E N D M E N T  # ________

O F F E R E D  IN T H E  H O U S E  B Y  A D M I N I S T R A T I O N

T O :  C S H B  1 7 7 ( 0 & G )

P a g e  22, lin e 9  -Insert a  n e w  s e c t io n  t h a t  r e a d s :
" S e c .  43.90 .330. I n d u c e m e n t  v o u c h e r s ,  ( a )  A  p e r s o n  t h a t  a c q u ir e s  firm 
tr a n s p o r ta t io n  c a p a c i t y  in t h e  first b in d in g  o p e n  s e a s o n  o f  t h e  p r o je c t , t h a t  
d o e s  n o t  h o ld  a n  oil a n d  g a s  l e a s e  o n  t h e  N orth  S lo p e , a n d  th a t  is n o t  a n  
a ff i l ia t e  o f  a  p e r s o n  t h a t  h o ld s  a n  oil a n d  g a s  l e a s e  o n  t h e  N orth  S lo p e , m a y  
a p p l y  to  t h e  c o m m is s io n e r s  fo r a  v o u c h e r  u n d e r  this s e c t io n .  A  v o u c h e r  
is su e d  b y  t h e  c o m m is s io n e r s  m u st d e s c r ib e  t h e  firm tr a n s p o rta tio n  c a p a c i t y  in 
th e  p r o je c t  to  w h ic h  t h e  v o u c h e r  is a p p l i c a b le .

( b )  A  v o u c h e r  is su e d  b y  th e  c o m m is s io n e r s  u n d e r  this s e c t io n  e n title s  
t h e  h o ld e r  o f  th e  v o u c h e r  to  t h e  r e s o u r c e  in d u c e m e n t s  in A S  4 3.90 .3 10  a n d  
4 3.90 .3 20  fo r  g a s  s h ip p e d  in t h e  firm tr a n s p o rta t io n  c  p a c i t y  a c q u ir e d  b y  th e  
p e r s o n  a p p ly in g  for t h e  v o u c h e r  d u r in g  t h e  first b in d in g  o p e n  s e a s o n  o f  th e  
p r o je c t  a n d  d e s c r ib e d  in th e  v o u c h e r .  T he v o u c h e r  m a y  b e  tra n sfe rre d  t o  a  
g a s  p r o d u c e r  t h a t  h a s  a  b in d in g  o b lig a t io n  to  sell g a s  to  th e  p e rso n  
tra n sferrin g  t h e  v o u c h e r  u n d e r  a  g a s  p u r c h a s e  a g r e e m e n t .

( c )  A  g a s  p r o d u c e r  h o ld in g  a  v o u c h e r  m a y  c la im  th e  r e s o u r c e  
i n d u c e m e n t  for g a s  s h ip p e d  th r o u g h  th e  firm tr a n s p o rta t io n  c a p a c i t y  
d e s c r ib e d  in th e  v o u c h e r  a n d  o n ly  o n  g a s  th a t  is p r o d u c e d  a n d  d e l iv e r e d  to  
th e  p u r c h a s e r  o n  th e  N orth  S lo p e . A  g a s  p r o d u c e r  m a y  c la im  th e  r e s o u r c e  
in d u c e m e n t s  u n d e r  this s u b s e c t io n  until th e  e a r lie r  o f  t h e  te rm in a tio n  o f  t h e  
b in d in g  g a s  p u r c h a s e  a g r e e m e n t  o r th e  e x p ir a t io n  o f  t h e  in d u c e m e n t s  b y  
o p e r a t io n  o f  la w .''
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O F F E R E D  rN T H E  H O U S E  B Y  A D M I N IS T R A T IO N
T O : C S H B  1 7 7 ( 0 & G )

P a g e  22 line 15 -16 - D e le t e  s e n t e n c e  b e g in n in g  " M o n e y "  a n d  e n d in g  
" a p p r o p r ia t io n s ."

P a g e  22, lin e  17 -18 - D e le t e  s e n t e n c e  b e g in n in g  " N o th in g "  a n d  e n d in g  " fu n d ."

P a g e  22, lin e 2 1-  22- D e le t e  " I n c o m e  e a r n e d  o n "  a n d  insert “ In terest r e c e i v e d  o n  
m o n e y  in"

P a g e  22, lin e 22- Insert " a n n u a lly "  b e t w e e n  " fu n d "  a n d  th e  p e r io d .

A M E N D M E N T  H ________
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AMENDMENT # ______

O F F E R E D  IN T H E  H O U S E  B Y  A D M IN IS T R A T IO N
T O : C S H B  1 7 7 ( 0 & G )

P a g e  23, line 25- Insert n e w  s e n t e n c e  a f t e r  " p e r s o n ."  th a t  r e a d s  a s  fo llow s:

"T h e  p a y m e n t  to  t h e  l ic e n s e e  u n d e r  this s u b s e c t io n  is s u b je c t  t o  a p p r o p r ia t io n ."



4/20/07

A M E N D M E N T  # ________

O F F E R E D  IN T H E  H O U S E  B Y  A D M I N I S T R A T I O N

T O :  C S H B  1 7 7 ( 0 & G )

P a g e  25, line 3 0 -3 1- re v ise  s u b s e c t io n  (b )  to  r e a d :

(b )  !n this s e c t io n ,
(T) " c o m p e t in g  n a tu ra l g a s  p ip e lin e  p r o je c t "  m e a n s  a  p r o je c t  d e s i g n e d  to  

a c c o m m o d a t e  th r o u g h p u t  o f  m o r e  th a n  500,000,000 c u b i c  f e e t  a  d a y  o f  N orth  
S lo p e  g a s  to  m a r k e t ;

(2 ) " p r e fe r e n t ia l  r o y a lty  or t a x  t r e a t m e n t "  d o e s  n o t  in c lu d e
____________ (A )  t h e  s t a t e 's  e x e r c is e  o f  its right to  m o d ify  r o y a lt ie s  a s  a u th o r iz e d
b y  la w  in e f f e c t  o n  t h e  e f f e c t i v e  d a t e  o f  this s e c t io n ;
 (B-) th e  s t a t e 's  e x e r c is e  o f  its right to  m o d ify  r o y a lt ie s  a s  a u th o r iz e d
b y  la w  in e f f e c i  o n  t h e  e f f e c t i v e  d a t e  o f  this s e c t io n , or
____________ (C )  t h e  b e n e f it s  o f  a  la r g e  p r o je c t  p e rm it c o o r d in a t o r  a u th o r iz e d  b y
a  la w  in e f f e c t  o n  t h e  e f f e c t i v e  d a t e  o f  this s e c t io n .



4/20/07

A M E N D M E N T  #

O F F E R E D  IN T H E  H O U S E  
T O : C S H B  1 7 7 ( 0 & G )

P a g e  24, Line 2- Insert a f t e r  "if," t h e  fo llo w in g :

B Y  A D M I N I S T R A T I O N

" a f t e r  p u b lish in g  n o t ic e  o f  t h e  p r o p o s e d  tra n sfer, p r o v id in g  n o t ic e  to  t h e  
p r e s id in g  o f f ic e r  o f  e a c h  h o u s e  o f  t h e  le g is la tu re , a n d  p r o v id in g  a  p e r io d  o f  n o t  
less  th a n  30 d a y s  for p u b lic  r e v ie w  a n d  c o m m e n t ,"



4/20/07

O F F E R E D  IN T H E  H O U S E  B Y  A D M I N IS T R A T IO N
T O : C S H B  1 7 7 ( 0 & G )

A M E N D M E N T  # ________

P a g e  24, lin e 1 7-Insert a  n e w  s u b s e c t io n  (d )  :" ( d ) E x c e p t  fo r t h e  tra n s fe r  o f  a  
v o u c h e r  to  a  p r o d u c e r  u n d e r  A S 4 3 .9 0 .3 3 0 (b ), a  p e r s o n  r e c e iv in g  a  v o u c h e r  
u n d e r  A S  4 3 .90 .3 30  b a s e d  o n  t h e  p e r s o n 's  a c q u is it io n  o f  firm tr a n s p o rta t io n  
c a p a c i t y  in t h e  first b in d in g  o p e n  s e a s o n  o f  th e  p r o je c t  m a y  tra n sfe r  t h e  v o u c h e r  
o n ly  if t h e  tra n sfe r  is in c o n n e c t i o n  w ith  t h e  p e r m a n e n t  a s s ig n m e n t  b y  t h e  p e r s o n  
o f  100 p e r c e n t  o f  * h e  firm tr a n s p o r ta t io n  c a p a c i t y  a c q u ir e d  in t h e  first b in d in g  
o p e n  s e a s o n  o f  t h e  p r o je c t ."



4/20/07

O F F E R E D  TN T H E  H O U S E  B Y  A D M I N IS T R A T IO N
T O : C S H B  1 7 7 ( 0 & G )

P a g e  26  lines 1-2  d e l e t e  d e fin itio n  fo r  "N o rth  S lo p e  G a s " .

A M E N D M E N T  # ________

P a g e  26, lines 3 - 5 - D e le t e  t h e  rest o f  t h e  s e n t e n c e  a f t e r  " t h e "  a n d  insert " p r o c e s s  
t h a t  c o m p lie s  w ith  18 C .F .R . P a rt 1 5 7  ( O p e n  S e a s o n s  for A la s k a  N a tu ra l G a s  
T ra n s p o rta t io n  P r o je c ts )  a n d  18 C .F.R . 15 7 -3 0  -  15 7 .3 9 ;"



4/20/07

P a g e  30, line 16- R e n u m b e r  " S e c .  6" a s  " S e c . 5 

P a g e  30, lin e 22- Insert n e w  S e c .  6 to  r e a d  a s  fo llow s:

EXPEDITED CO N SID ER A TIO N  O F  C O U R T C A SE S. It is th e  in te n t o f  t h e  le g is la tu re  
t h a t  t h e  c o u r ts  o f  t h e  s ta te ,  w h e n  c o n s id e r in g  a  c a s e  r e la t e d  to  t h e  
d e v e lo p m e n t  a n d  c o n s tr u c t io n  o f  a  n a tu ra l g a s  p ip e lin e  u n d e r  this A c t  or to  th e  
c o m m it m e n t  o f  a  s h ip p e r  t o  a c q u ir e  firm tr a n s p o rta t io n  c a p a c i t y  d u rin g  t h e  first 
b in a in g  o p e n  s e a s o n  for a  p r o je c t  d e v e l o p e d  u n d e r  this A c t ,  e x p e d i t e  t h e  
reso lu tio n  o f  t h e  c a s e  b y  g iv in g  th e  c a s e  priority o v e r  all o th e r  civil c a s e s  to  th e  
e x t e n t  p e r m it te d  u n d e r  t h e  A la s k a  R ules o f  C o u rt.

P a g e  30, line 2 7 -3 1-  D e le t e  S e c .  8.

P a g e  3 1 , line 1-3- D e le t e  S e c .  9

P a g e  3 1 , line 4-5, R e n u m b e r  " S e c .  10" a s  "S ~ c . 8" a n d  D e le t e  b e g in n in g  w ith  
“E x c e p t"  a n d  e n d in g  a t  " A c t ," .  C h a n g e  "this" to  "This".

A M E N D M E N T  # ________

O F F E R E D  rN T H E  H O U S E  B Y  A D M I N I S T R A T I O N

T O :  C S H B  1 7 7 ( 0 & G )



4/20/07

O F F E R E D  IN T H E  H O U S E  
T O : C S H B  1 7 7 ( 0 & G )

A M E N D M E N T  #

P age 13, lines 7 -13 -  R ep lace  (b) w ith  the fo llow in g:

(b) I f  a bill ap p ro vin g  the issu ance o f  the license passes the legislatu re  w ithin  60 days 
after the last date a p resid in g  o ffic e r  receives a determ ination b y  the com m ission ers under 
A S  43.90 .180 , the co m m ission ers shall issue the license as soon as p racticab le  after the 
e ffe c tiv e  date o f  the A c t  ap p ro v in g  the issuance o f  the license.

(c) N otw ith stan d in g  the le g is la tiv e  rule that prohibits the carry o ver o f  a b ill after the end 
o f  a sp ecia l session  or after the end o f  a regular session o f  the legislatu re, a bill 
introduced under (a) o f  this section  that is not passed or not w ithd raw n, defeated, vetoed 
or in d efin ite ly  postponed, shall be carried o ver to any subsequent regu lar or special 
le g is la tive  sessio n  co n ven ed  during the 60-day period described in (b) o f  this section  in 
the sam e reading or status it w as in at the tim e o f  adjournm ent. H o w ever, a bill 
introduced under (a) o f  this section  m ay not be carried o ver to the first regular session  o f  
the legislature.

P age 13, line 13- Insert after “ com m issio n ers”  the fo llo w in g  
“ (1 )  m ay not issue the licen se  that the legislatu re failed  to approve; and

(2 )”
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• 2 0 0 4  A N G P A  m a n d a te  to FERC:
-  “promote competition in the exploration, 

development and production of Alaska natural 
gas.” (§103(e)(2)(b)).

-  “provide the opportunity for the transportation 
of natural gas other than from the Prudhoe 
Bay and Point Thomson units” for any open 
season for capacity exceeding the initial 
capacity of the line. (§103(e)(2)(c)).

2



The Alaska Gasline Inducement Act

• FERC Concluded:

“incremental pricing of expansion ~ould put 
expansion shippers at a significant rate 
disadvantage compared with initial shippers, and 
accordingly could discourage exploration, 
development and production of Alaska natural 
gas.” (Order 2005 at 123)

3

r n



The Alaska Gasline Inducement Act<

A rate increase is not necessarily a subsidy, (see , 
Order 2005-A at 50).

“An alternative ...definition of subsidization could 
be whether the expansion rate is no higher than 
the actual initial rate or of an initial rate without 

built in sub sid ies ."(Order 2005-A at 49)

4



The Alaska Gasline Inducement Act«

“Whether a rolled-in expansion rate that is higher 
than original rates is a ‘subsidy’ is a question 
that necessarily would have to be reviewed in 
the context of a future NGA section 7 filing. At 
that time, ... fthel argument relating to whether 
the federal government’s  loan guarantees and 
a c c e l e r a t e d depreciation amount to a ’
of initial sh ippers’ rate may be ra ised .” (Order 
2005 at 124, emphasis added).

5



The Alaska Gasline Inducement Act

Government Contributions reduce rates by more 
than 15%:
• Loan Guarantee up to $18 billion (5%)
• 7-year accelerated depreciation (4.3%)
• AGIA $500 million (3%)
Plus:
Owners of GTP receive an additional 15% federal 

income tax credit.

6



THUS:
AGIA caps  roll-in filing commitment roughly at 
level of governmental contributions to the 
project.

7



r "  • • •    * -  •*

• AGIA do es  not intrude on FERC’s authority.

Simply requires that the FERC receive a rolled-in 
pricing proposal to be decided by FERC under 
their rebuttable presumption and with specific 
facts before them.

8



Rolled-in used  almost universally when it results in 
rate d e c re a se  to all u se rs  even under current 
incremental pricing policy.

The Alaska G asline Inducem ent Act

Unaware of any recent instance where FERC 
allowed or required incremental pricing of a 
project that would have lowered ra tes  for others 
under rolled-in pricing.

9



• The Commission has  sta ted  that,
“...rolled-in treatment would be appropriate when 
rolled-in rates lead to a rate d e c re a se  for the 
pre-expansion cu s to m ers . . .” (Policy for Selective 
Discounting By Natural G as  Pipelines, 113 
FERC H 61,173 (2005)).

1 0



 **— •mm The Alaska G asline Inducem ent Act - ki k

• Order 636 required all US pipelines to 
“unbundle” g a s  sa les  from gas  transportation 
service and prohibited pipelines from making 
gas  sa les  at the downstream end of their pipes.

11



• Grounded on complaints that pipelines had 
competitive advan tage  over producers and gas  
marketers if they sold g as  on a bundled (gas- 
plus-transport) basis w hereas  other g a s  sellers 
could only offer g as  sa les  at the inlet to the 
pipeline.

1 2
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• Pipelines were required to offer “open a c c e s s ” 
transport with FERC setting the rates and terms 
and conditions of service.

• As a  result all interstate g a s  pipelines are  now 
“open a c c e s s ” transportation-only entities. The 
Alaskan pipeline will also be an open a c c e s s  
pipeline a s  well. A ccess  terms and rates for 
service se t  by FERC.

1 3



• “R ecourse  ra te s” are  cost-based  ra tes  se t  by 
FERC under conventional public utility rate- 
making methods.

•  A l m o s t  a l l  c o s t s  r e c o v e r e d  t h r o u g h  “ r e s e r v a t i o n  c h a r g e ” 

r e g a r d l e s s  o f  w h e t h e r  g a s  s h i p p e d

•  S o m e  e x c e p t i o n s :

P i p e  n o t  i n  s e r v i c e

P i p e  n o t  c a p a b l e  o f  p r o v i d i n g  s e r v i c e  ( c r e d i t  f o r  c h a r g e s  

d u r i n g  s u c h  t i m e )

F o r c e  M a j e u r e  ( p a r t i a l  c r e d i t  f o r  c h a r g e s )

1 4



• “Negotiated ra tes” are  now allowed by FERC so 
long a s  any shipper h as  the right to receive 
service at the regulated “recourse  rate.”

• AGIA requires rolled-in pricing for recourse  ra tes
• AGIA also requires rolled-in pricing for 

negotiated rate contracts (and prohibits the 
licensee from agreeing to negotiated rate 
contracts that prohibit rate increases up to the 
15% level).

1 5



• A G IA  c o n d i t io n s  u p s t r e a m  i n d u c e m e n t s  o n  
a g r e e m e n t  n o t  to  p r o t e s t  filing a t  F E R C  to 
roll-in u p  to  t h e  c a p .  B e y o n d  th e  1 5 %  c a p  
no  limit o n  right to  p ro te s t .

• S y m m e t r i c a l  s t r u c tu r e — b e c a u s e  S t a t e  of  
A la s k a  b e n e f i t s  f rom  rolled-in  pricing.

• B e s t  c h a n c e  o f  e n s u r i n g  f a v o r a b le  ruling 
o n  rolled-in  filing.

1 6



Eg

The Alaska G asline Inducem ent Act mmm

D R & R  (d ism a n t l in g ,  r e m o v a l  a n d  
r e s to ra t io n ) :

- B i g  i s s u e  o n  T A P S

“N e g a t iv e  s a l v a g e ” a l lo w e d  o n  g a s  
p ip e l in e s  th r o u g h  r a t e  c a s e s  (n o t  typically  
In initial c e r t i f ic a te  p r o c e e d in g ) .

F E R C  r e q u i r e s  s p e c i a l  a c c o u n t  fo r  $ $  
r e c o v e r e d  o n  g a s  l in e s — unlike  T A P S .

1 7
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U N I T E D  S T A T E S  O F  A M E R I C A  

F E D E R A L  E N E R G Y  R E G U L A T O R Y  C O M M I S S I O N

1 8 C F R  Part 157

(D o ck et N o . R M 0 5 -I-0 0 0 )

O rder N o. 2005

R egu latio n s G o v e rn in g  the C o n d u c t  o f  O p en  S e a so n s  fo r  A la s k a  Natural G a s
Transportation Projects

(Issued F ebru ary  9, 2005)

A G E N C Y : Federal E n e rgy  R e g u la to ry  C o m m iss io n .

A C T I O N : Final Rule.

S U M M A R Y : T h e  Federal E n e rgy  R e g u la to ry  C o m m is s io n  is am en d in g  its regulations to 
establish requirem ents g o ve rn in g  the conduct o f  open season s for proposals  to construct 
A la s k a  natuial g a s  transportation projects. T h is  Final R u le  fu lfi lls  the C o m m is s io n ’s 
respon sibilit ies  to issue open season regulations under section  103 o f  the A la s k a  Natural 
G a s  Pipeline A c t  (the A c t) ,  enacted on O cto b e r  13, 2004. S e ct io n  103(e)( 1) o f  the A c t  
directs the C o m m is s io n ,  within 120 d ays  from  enactm ent o f  the A c t ,  to p rom u lgate  
regulations g o ve rn in g  the conduct o f  open season s for A la s k a  natural gas transportation 
projects, including  procedures for a llocation  o f  cap acity .  A s  required b y  section 
103(e)(2) o f  the A ct ,  these regulations ( I ) include the criteria fo r  and tim ing o f  an y  open 
season, (2) prom ote com petition in the exploration , d e v e lo p m e n t,  and production o f  
A la s k a  natural g as ,  and (3) for any open season s for c a p a c ity  e x c e e d in g  the initial 
ja p a c ity ,  p ro vid e  for the opportunity  for the transportation o f  natural gas  other than from 
the Prudhoe B a y  and Point T h o m so n  units.

E F F E C T I V E  D A T E : T h e  rule w il l  b e c o m e  e f fe c t iv e  90 d ays  after publication  in the 
F E D E R A L  R E G I S T E R .

F C R  F U R T H E R  I N F O R M A T I O N  C O N T A C T :

W h it  H olden, O f f i c e  o f  the G eneral C o u n s e l ,  (202) 502-8089, e d w in .h o ld c n @ fe r c .g o v  
Richard F o le y ,  O f f i c e  o f  E nergy  Projects, (202) 50 2-8 9 55, r ic h a r d .fo le y @ fe r c .g o v  
Federal E n e rg y  R e g u la to ry  C o m m is s io n ,  888 First Street, N .E .,  W ash in gto n , D .C .  20426

S U P L E M E N T A R Y  I N F O R M A T I O N :

mailto:edwin.holdcn@ferc.gov
mailto:richard.foley@ferc.gov
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G. Rate T rea tm en t for Expansions

1 1 1 .  A s  noted above, one o f  the issues that re ce iv e d  substantial attention ;n the pre- 
N O P R  co m m e n ts  is w hether the C o m m is s io n  should require rolled-in rate treatment for 
A la s k a  p ipeline expan sion s. A lth o u g h  the N O P R 's  proposed regulations are silent on 
this subject, the N O P R  requested com m en t on whether, in the even t the C o m m is s io n  
issues regulations with respect to the C o m m is s io n ’ s authority to require exp an sion  o f  any 
A la s k a  natural g a s  transportation project, those regulations sh ould  address the rate 
treatment (rolled-in  or incremental) o f  any such  expan sion .

112. O th er  than the N orth S lo p e  Producers and A ll ia n c e ,  there is m uch support for 
rolling-in  the costs  o f  both voluntary and involu n tary  exp an sio n s, a lthough there is 
d isagreem ent about w hen  the issue should be resolved . C h e v r o n T e x a c o  states that the 
subject o f  appropriate rate treatment for exp an sio n s  is a subject d e se rv in g  o f  substantial, 
detailed consideration  that should be addressed after  dea lin g  w ith  the m ore pressing  task 
o f  issuing the open season rules. N orthw est Industrial G a s  Users also b e lie v e s  that the 
issue can be addressed later. A la s k a  agrees that e xp an sio n  p r ic in g  is a c o m p le x  subject 
that should be e x a m in e d  thoroughly, and asserts that instead o f  addressing  the issue in 
this ru lem akin g, the C o m m is s io n  should issue a notice  regarding  exp an sion  rate treatment 
for A la s k a  natural gas transportation projects  in e a r ly  2005. A la s k a  o b serv es  that the 
argum ents in support o f  rolled-in  pric ing  are strong, but su g g ests  that ro lled-in  pricing 
m ight not be appropriate in all c ircum stances. A l l ia n c e  b e lie v e s  that b ecau se  the 
appropriateness o f  rolled-in or incremental rate treatment for a n y  exp an sion  should be 
m ade on a fact-sp ecific  basis, and not b y  rule that predeterm ines, b efore  the 
c ircum stan ces  o f  a g iv en  expansion are even kn o w n , h o w  that exp an sio n  should be 
priced.

113 . P ac if ic  Star and A la s k a  V enture C apita l  state that the C o m m is s io n  sh ould  g iv e  an 
early  indication that it w il l  support rolled-in rates for  expan sion s o f  any A la s k a  natural 
gas transportation project. P acific  Star states that it agrees with the statement at the 
technical co n fe re n c e  by  T ra n sC an ad a,  A N G D A ,  A n a d a rk o ,  B L M ,  and M M S  that rate 
uncertainty w ill  d isco u ra ge  exploration  and d ev e lo p m en t and that expan sion s o f  the 
pipeline co u ld  present w id e ly  va ry in g  rate co n seq u en ces .  P ac if ic  Star also states that 
concerns o v e r  existin g  sh ip p ers ’ sub sid iz in g  rolled-in  exp an sio n s  should be w e ig h e d  
against the facts that initial shippers are benefit in g  from  substantial subsidies through the 
S18  billion loan guaran tee and a 7-year  accelerated  depreciation. A la s k a  V en tu re  
C apita l/B rook R a n g e  s im ila r ly  b e lieves  that the C o m m is s io n  should  g iv e  an early  
indication that it w il l  support rolled-in p ric ing  under scenarios outsid e the C o m m is s io n 's  
e xistin g  p o licy ,  under w h ich  the C o m m iss io n  approves  rolled-in rates o n ly  w h ere  the 
rolled-in rate is equal to or less than the ex ist in g  recourse rate. A c c o r d in g  to A la s k a  
V enture C ap ita l/B rook R an ge, a p o l ic y  ca l l in g  for d ifferent rates for s im ilar  serv ice s
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w o u ld  p la ce  ex p lo rers  and sm aller  producers at a co m p e tit ive  d isadvan tage. T h is  w ould, 
in turn, d isco u ra ge  exp lo ratio n  and deve lo p m en t o f  A la s k a  natural gas, contrary to the 
m an date  o f  the A ct .

11 4 .  T ran sC an au a,  M id A m e r ic a n / A G T A ,  and D O l  en co u ra g e  the C o m m is s io n  to adopt 
a rebuttable p resum ption  fav o rin g  rolled-in rates. T ra n sC an ad a  states that a n y  shippers 
c o n ce rn e d  about the e f fe c t  o f  such treatment can seek  to avo id  it through negotiated rates. 
M i d A m e r i c a n / A G T A  q u a li f ie s  its support for this presum ption b y  stating that the 
p resum ption  sh o u ld  a p p ly  o n ly  to reaso n ab ly-en gin eered  increm ents o f  m ainline 
e x p an sio n s  supported b y  long-term  contracts s im ilar  to those supporting  the initial 
project. D O l  states that rolled-in rate treatment is m ore eq uitab le  to future shippers, and 
that, b ecau se  C a n a d a  has adopted rolled-in  rates fo r  expan sion s, it w o u ld  p rovide  rate 
c o n s is te n c y  for the entire system .

1 1 5 .  A la s k a  L egis la to rs ,  A n a d a rk o ,  Shell,  C a lp in e ,  A rct ic  S lo p e ,  and D o y o n  all contend 
that rolled-in  p r ic in g  sh ould  be required for p ipeline exp an sion s. A la s k a  L egis lators  
co n ten d  that increm ental treatment for expan sion s w o u ld  d iscrim in ate  against expansion 
shippers w h o , m e re ly  b e cau se  o f  the tim ing o f  their ca p a c ity  needs, m a y  p a y  higher rates 
than initial shippers. T h is ,  a cco rd in g  to the A la s k a  L egis la to rs ,  ignores the fact that the 
need  fo r  e x p an sio n  is the c o n se q u e n ce  o f  the dem ands o f  all shippers. A la s k a  Legislators  
state that the C o m m is s io n  must balance the interests o f  the ex is t in g  custom ers  against 
interests o f  other stakeh old ers  in determ ining  w hether  or not p re-ex istin g  shippers should 
g et  the benefit o f  rate decreases  for exp an sion s that lo w e r  the a v e ra g e  per unit cost o f  
transportation, but face  the p o ssib ility  o f  rate increases that increase the avera ge  per unit 
co st  o f  transportation. A la s k a  L egis lators  a lso  note that the current C o m m is s io n  p o lic y  
on e xp an sio n  p r ic in g  w a s  d e v e lo p e d  to address p ipeline to p ipelin e  com petition , w h ich  
w il l  not arise in A la s k a .

116 .  In addition to argu in g  that incremental rates operate to d iscrim in ate  against 
e x p an sio n  shippers, A la s k a  L eg is la to rs  argue that the prospect o f  incremental rates will  
a lso  act to reduce com p etition  and im pede the d e v e lo p m e n t o f  A la s k a  natural gas.
A la s k a  L egis la to rs  state that exploration  and d e v e lo p m e n t o f  A la s k a  reserves  requires a 
long  lead-tim e due to season al  restrictions and the rem oteness o f  the r e s o u r c e .37 A la sk a

37 A la s k a  L eg is la to rs  refers to a statement m ade at the tech n ical co n feren ce  b y  J e f f  
W alk e r ,  o f  D O I ’ s M ineral M a n a gem en t S e r v ic e  that it takes at least nine years for an 
exp lo ratio n  project to m ature into production.
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L egis la tors  contend that this long lead time m akes it d if f ic u lt  for an explorer to ju d g e  
w hen it is feasib le  to c o m m it to ca p a c ity  on the pipeline. T h e  result, state A la sk a  
Legislators,  is that the explorers  and d e v e lo p ers  m ay  be deterred from  investing the large 
sum s required to drill for A la s k a  natural gas, w h en  th ey  are unsure w hether their future 
cap a c ity  needs w ill  be met at a time w hen  in ex p e n s ive  expan sion through increased 
co m p ressio n  w il l  be availab le ,  or w hether  the exp an sion  th ey  require w o u ld  involve  
c o st ly  looping. T h e  A la s k a  L egislators  a lso  argue that C an ad a  has a long-standing p o lic y  
o f  requiring rolled-in  rates for expan sion s w h ic h  co u ld  m ake exploration in C an ad a  m uch 
m ore attractive to exploration  and production com panies.

11 7 .  A n ad arko ,  a lso  co n v in ce d  that exp an sion s under section 103 o f  the A ct  must be 
priced on a rolled-in  basis, argues that this is critical to a vo id  a rate structure or p o l ic y  
that discrim in ates on the basis o f  time o f  entry onto the pipeline. A n a d a rk o  maintains 
that it is important to establish this requirem ent in the initial open season process in order 
to inform  those p rosp ective  shippers that their rates m ight increase as expan sion s are 
rolled-in. A la s k a  L eg is la to rs  p rovide  a history  o f  the C o m m is s io n ’s expansion rate 
p o licy ,  va ry in g  o ver  time in order to address different goals  as d eem ed necessary  to 
address ch an gin g  m arket d ynam ics.  In short, A la s k a  L egis la tors  assert that the current 
C o m m is s io n  p o lic y  favo rin g  incremental exp an sio n  rates see k s  to address issues o f  
co m p etin g  pipelines, com p etit ive  m arkets, optim al construction, and protecting cap tive  
custom ers, all valid  considerations o f  the m arket setting in the lo w er  48 states, but w h o lly  
inapplicable  to an A la s k a  natural gas  transportation project or the A la s k a  market. 
A c c o r d in g  to A la s k a  Legislators, the A c t  instructs the C o m m iss io n ,  through its open 
season regulations, to focus on redu cing  barriers, not to co m p etit ive  markets, but rather, 
to entry in exploration  and d eve lo p m en t o f  A la s k a  natural gas. A la s k a  Legislators  
c o n c lu d e  that to a ch ieve  this mandated g o a l,  the open season regulations must be revised 
to include rolled-in p ric in g  as one o f  the criteria for open seasons for pipeline exp an sion s

118. Shell and C alp in e  also argue that C o m m is s io n ’ s 1999 pric ing  p o l ic y  for 
expan sion s has no application to the c ircum stances  o f  an A la s k a  natural gas 
transportation project w here  there is no e lem ent o f  pipeline com petition  or preventing 
overbuild ing. Shell is concerned that co m p a n ies  m ight not invest hundreds o f  m illions in 
exploration and d eve lo p m en t costs  i f  they m a y  h ave  to pay for expan sion s on an 
incremental basis, w h ile  com petitors benefited  from earlier, in exp en sive  expansion. 
C a lp in e  stresses that s ince an A la s k a  natural g a s  transportation project w il l  be ca lled  to 
transport all A la s k a  gas, not just g as  from Prudhoe B a y  and Point T h o m so n  reserves, a 
larger picture is required in assessing  an y  p o lic y  against subsidization. C alp in e  m aintains 
that an A la s k a  pipeline should be v ie w e d  as a 10 Bcf/d p ipeline that w il l  be built, in 
phases, o v e r  time, as opposed to a 4.5 B c f  p ipeline that m ight be exp an ded  from time to 
time. U nd er this picture, shippers on the first phase facilities will  benefit  from lo w er 
initial rates due to the A c t ’ s loan guarantees, h o w e v e r  the A c t  w as not o n ly  concerned



20050209-3065 Issu ed  by FERC OSEC 02/09 /2005  in  Docket#: IJ105-1-000

D ocket No. R M 05-1-000 42

w ith  facilitating the d ev e lo p m en t o f  a project that carries Prudhoe B a y  and Point 
T h o m so n  production to market, but a lso  the d evelop m en t and transportation o f  A la s k a ’s 
unproven reserves.

119 . A rct ic  S lo p e  is a lso  concerned that unless rolled-in rates are m andated, there m ay 
n ever  be an expansion o f  the p ipeline b e yo n d  cap a c ity  created through infill com pression  
and added co m p ressio n  horsepow er. A rct ic  S lo pe  estim ates that rolled-in rates for 
expan sion s w o u ld  p robab ly  be o n ly  a little h igher than the initial rates since expansion 
costs w o u ld  be borne b y  the entire p ipeline throughput. H o w e v e r ,  the impact o f  
increm entally-priced  exp an sion s on the incremental shippers, w h ic h  w o u ld  be based 
entirely  on the increm ental throughput quantities, w o u ld  be v e r y  severe.

120. A ll ia n ce  and the North S lo p e  Producers assert that rates for .xp a n s io n  should be 
determ ined on a fact-sp ecific ,  case -b y -ca se  basis, not on a pre-determ ined, rolled-in basis 
under the open season rules. T h e  North S lo p e  Producers stress that absent inform ation 
regarding design, tim ing, and other project attributes, it w o u ld  be inappropriate either to 
require or to fav o r  rolled-in rates. In addition, the North S lo p e  P roducers  point to section 
10 5(b)(1)  o f  the A c t  w herein, th ey  state, C o n g re ss  identified either rolled-in or 
incremental rates as appropriate for m an datory  expansions. T h e y  add that i f  rolled-in 
rates w ere m ade a p p lica b le  to vo lun tary  expansions in the final open season rule, the 
result w o u ld  be that such  expan sion s w o u ld  b e c o m e  involuntary  and th ey  w o u ld  be 
discouraged.

121. A d d it io n a l ly ,  the North S lo pe  Producers state that the C o m m is s io n ’s ex istin g, fact- 
s p ecif ic  p o lic y  re co g n iz e s  the risks inherent in m ajor infrastructure projects and seeks  to 
prevent u n eco n o m ic  pipeline exp an sion s, as w e ll  as subsidization  b y  ex ist in g  custom ers, 
and should not be l igh tly  discarded. R esp o n d in g  to the assertion that the N E B  requires 
rohed-in rates for C an ad ian  expan sion s, the North S lo pe  Producers state that a lthough 
N E B  has adopted rolled-in  rates in exp an sion  cases, N E B  addresses the issue on a case- 
b y-case  basis.

122. Finally, the North S lo p e  Producers c la im  that explorers  do  not require absolute 
rate certainty in order to d ecide  w hether  to participate in open seasons; an anticipated 
range that supports future e c o n o m ics  is sufficient. O n  the other hand, the North S lo pe  
Producers state that initial shippers w h o  fear that th ey  m ay  be ca lled  on to subsidize  
future shippers m a y  not bid for initial cap acity .  In this con nection , the North S lo pe
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Producers contend that one o f  the C o m m is s io n ’ s go als  is to protect cap tiv e  custom ers 
from  rate increases aris ing  from  c o sts  unrelated to their serv ice ,  resulting in rate 
uncertainty  and increased contractual risk .38

123. In this rule, the C o m m is s io n  does not adopt a f irm  p ric ing  p o l ic y  for future 
expan sion s o f  an A la s k a  natural g as  transportation project, but w e  d o  take this 
opportunity  to p ro v id e  guid an ce  on this important issue, as it w il l  assist participants in the 
initial open season. W e  co n c lu d e  that there should be a rebuttable presum ption in favor  
o f  rolled-in pricing fo r  project exp an sion s. O u r ex ist in g  low er-48 states p o lic y  favo rin g  
incremental rates for exp an sion s does  not a p p ly  in the case  o f  an A la s k a  natural gas 
transportation project. Th ere  is l ik e ly  to be o n ly  one A la s k a  p ipeline, so there w il l  be 
little or no opportunity  for com petition  b e tw e e n  pipelines. Increm ental pricing o f  
exp an sion  co u ld  put exp an sio n  shippers at a sign ificant rate d isad van tage  com p ared  with 
initial shippers, and a c c o r d in g ly  co u ld  d isco u ra ge  exploration, d ev e lo p m en t and 
production o f  A la s k a  natural gas. H av in g  m ark e d ly  d ifferent rates for  sim ilar  serv ice  
co u ld  be in co n flic t  w ith  one o f  the c h ie f  o b je c t iv e s  o f  the statute, w h ic h  is to en co u rage  
further exploration and d e v e lo p m e n t o f  A la s k a  natural gas.  O n  the other hand, consistent 
w ith  the argum ents o f  a num ber o f  com m enters ,  a presum ption in fa v o r  o f  rolled-in 
pric ing  m a y  spur investm ent in and d e v e lo p m e n t o f  A la s k a  reserves,  and the ultimate 
d e l iv e ry  o f  that gas to the lo w e r  48 states.

124. W e  cannot at this point, w ithout a sp e c i f ic  project proposal or the facts 
surrounding a p roposed  expan sion b efore  us, d efin e  e x a c t ly  w hat w il l  be required to 
o v e rc o m e  the presumption. A s  a general matter, w e  h ave  h isto rica lly  not favored 
requiring ex ist in g  shippers to sub sid ize  the rates o f  n ew  shippers. W e  do not intend to 
discard this principle, but rather to indicate that w e  w ill  not l ig h tly  authorize expansion 
rates that w o u ld  h ave  an u n du ly  n eg a tive  im pact on the exploration  and d eve lo p m en t o f  
A la s k a  reserves. W itnesses at the technical co n feren ce  a c k n o w le d g e d  that defin in g  
subsidization  is d if f icu lt  w ithout sp e c if ic  facts to re v ie w ,  and that fact w as restated in 
several o f  the c o m m e n ts  filed. W e  agree. B ut a basic o bservation  m a y  be useful here.
For ex a m p le ,  a rolled-in  exp an sion  rate that is less than or  equal to the rate paid b y  the 
initial shippers w o u ld  not be consid ered  a subsidy . W hether a rolled-in  expan sion rate 
that is h igher than original rates is a “ su b s id y ”  is a question that necessarily  w o u ld  have 
to be rev ie w e d  in the context o f  a future N G A  section 7 filing. A t  that time, P acific

38 See, e g ., Transcontinental G as P ip e  L in e  C orp . 106 F E R C  1| 6 1 ,2 9 9  (2004).
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S ta r ’s argum ents relating to w hether  the federal g o v e r n m e n t ’ s loan guarantees and 
accelerated  depreciation am ount to a “ s u b s id y ”  o f  initial sh ip p ers ’ rates m ay  be ra iser

125. In con clu sion , to p ro v id e  gu id a n ce  to potential shippers in ad van ce  o f  the initial 
open  season that is the subject o f  this rule, the C o m m is s io n  intends to h arm onize both 
o b je ct ive s  (rate predictability  for initial shippers and reduction o f  barriers to future 
exploration and production) in d e s ig n in g  rates for future expan sion s o f  any A la s k a  
natural gas  transportation project. It is consistent w ith  ou r  g u id in g  principle  that 
com petition  favors all o f  the C o m m is s io n ’ s custom ers, as w ell  as w ith  the o b je c t iv e s  o f  
the A ct ,  to adopt rolled-in  rate treatment up to the point that w o u ld  cau se  there to b e  a 
su b sid y  o f  expansion shippers b y  initial shippers, i f  any su b s id y  w e re  to be found.

126. A n ad arko  states that the open season regulations must prohibit pipelines from  
bundling ancillary  serv ices  w ith  transportation. In particular, A n a d a r k o  is co n cern ed  that 
sponsors m ight include in a ta r if f  and an open season the bundled cost o f  a gas 
con d itionin g  plant that w o u ld  extract C 0 2  despite  the fact that such  extraction w o u ld  not 
be required o f  gas  from m an y  n e w  A la s k a  g as  fields w h ich  l ik e ly  w il l  be o f  pipeline 
quality. M id A m e r ic a n / A G T A  and E n brid ge  agree that the open season process should 
preclude applicants from  tyin g  receipt o f  cap acity  to taking an cillary  services ,  such as gas 
conditioning, treating, or processing. T ra n sC an ad a  s im p ly  states that it has no objectio n  
to proscription o f  tying.

127. D O l  and M i d A m e r ic a n / A G T A  agree that rates for an cillary  serv ices  should not be 
bundled w ith  transportation rates. H o w e v e r ,  D O l  conten ds that the State o f  A la s k a  
should address the need for rules co n cern in g  non -discrim inatory  r cess  to gathering  and 
other productic . related facilities, w h ereas  M i d A m e r ic a n / A G T A  c la im s  that the 
C o m m is s io n  should assert and jurisd ictio n  o ver  gas  treatment plants and require separate 
open seasons and cost-based ta r if f  structures for gas  processing. On the other hand, the 
North S lo p e  Producers contend issues o f  ty in g  or bun dling  o f  serv ice s  can be dealt with 
through established C o m m is s io n  pro cesses  and po lic ies  at the appropriate time, and need 
not be addressed in the open season. A l l ia n c e  v ie w s  the ty in g  issue in the context o f  
requiring designated do w n stream  cap acity ,  and suggests  that as a practical matter, that 
should not be prohibited.

128. T h e C o m m iss io n  is stating in the final rule at section 15 7 .3 4 (c)(6 )  that the open 
season notice  must contain an unbundled  transportation rate. M o re o v e r ,  section 157 .3 4  
(c)(10) prohibits a p rospective  applicant from  requiring p ro sp ective  shippers to p rocess  or 
treat their gas  at an y  designated facility . T h e  C o m m is s io n  is satisfied  that it can address 
any other discrim inatory  conduct in con nection  w ith  gas q u a lity  requirem ents or other 
ancillary  serv ices  through the p rovis ion s  o f  section 157.35  in co n jun ction  with ex ist in g  
C o m m is s io n  p olic ies  and procedures.
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U N I T E D  S T A T E S  O F  A M E R I C A  

F E D E R A L  E N E R G Y  R E G U L A T O R Y  C O M M I S S I O N

1 8 C F R  Part 157 

(D o ck e t  No. R M 0 5 - 1-001; O rder No. 2 0 0 5 -A  )

R eg u la tio n s  G o v e r n in g  the C o n d u c t  o f  O pen S easo n s for A la s k a  Natural G as
Transportation Projects

(Issued June 1, 2005)

A G E N C Y : Federal E n e rg y  R e g u la to ry  C o m m iss io n .

A C T I O N : Final Rule; O rder  on Rehearing.

S U M M A R Y : T h e  Federal E n ergy  R egulatory  C o m m is s io n  (C o m m iss io n )  g e n e ra l ly  

reaffirm s its determ inations in O rd er  No. 2005. O rder No. 2005 establishes requirem ents 

g o v e rn in g  the co n d u ct o f  open seasons for proposals to construct A la s k a  natural gas 

transportation projects, including  procedures for a llocation  o f  capacity.  Pursuant to the 

d irective  o f  section 103(e)(2) o f  the A la s k a  Natural G a s  Pipeline A c t ,  enacted on 

O c to b e r  13, 2004, the regulations p rom u lgated  in O rd er  No. 2005 (1 )  include the criteria 

for and tim in g o f  an y  open season, (2) prom ote com petition in the exploration, 

de v e lo p m e n t,  and production o f  A la s k a  natural gas, and (3) for an y  open seasons for 

c a p a c ity  e x c e e d in g  the initial cap a c ity ,  p ro vid e  for the opportunity  for the transportation 

o f  natural gas  other than from the Prudhoc B a y  and Point T h o m so n  units.

In this order, the C o m m is s io n  addresses the requests for rehearing and or 

c lar if ica tio n  o f  O rd er  No. 2005. Here, w e  grant rehearing in part, den y  rehearing in part, 

and p ro vid e  c larif icatio n  o f  O rd er  No. 2005. In sp ecif ic ,  we: (1)  c la r ify  that the
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Section  15 7 .3 6  is intended to p rovide  that the C o m m is s io n  m ay  require d e s ig n  ch an ges  
n ecessary  to ensure that som e portion o f  a proposed vo lun tary  expan sion w il l  be allocated 
to n e w  shippers or shippers see k in g  to transport gas from  areas other than Prudhoe B a y  or 
Point T h o m so n , p rovided such  shippers are w il l in g  to sign q u a l ’ fy in g  long-term  firm 
transportation agreem ents. T o  ensure clarity, w e  w ill  revise  section 15 7 .3 6  to read as 
fo llo w s:

‘ i n  co n sid erin g  a proposed vo lu n tary  expan sion o f  an A la s k a  natural gas 
transportation project, the C o m m is s io n  w il l  consider the extent to w h ic h  the 
exp an sio n  w ill  be utilized b y  shippers other than those w h o  are the initial 
shippers on the project and, in order to prom ote com petition and open 
acce ss  to the project, m a y  require design  chan ges to ensure that so m e 
portion o f  the exp an sion  cap a c ity  w il l  be allocated to n e w  shippers w il l in g  
to sign q u a li fy in g  long-term  firm transportation contracts, including 
shippers see k in g  to transport natural gas from areas other than Prudhoe B a y  
or Point T h o m so n .”

II. P resu m p tio n  o f R olled-in  R ates for E xpansions

A. F inal R u le -S  157.39

39. S ection  15 7 .3 9  states that “ [t]here shall be a rebuttable presum ption that rates for 
a r v  exp an sion  o f  an A la s k a  natural gas  transportation project shall be d eterm ined on a 
rolled-in basis .”  T h e  C o m m is s io n  stated in O rd er  No. 2005 that by  p ro v id in g  for this 
presumption, the C o m m is s io n  is a d vis in g  potential shippers, in a d va n ce  o f  any  initial 
A la s k a  natural gas transportation project open season, o f  its intention to h arm o n ize  the 
o b je ct ive  o f  rate predictability  for initial shippers with the ob jective  o f  reducing  barriers 
to future exploration  and production in d e s ig n in g  rates for future exp an sio n s  o f  any 
A la s k a  natural gas  transportation project. T h e  C o m m iss io n  co n clu d ed  in O rd er
No. 2005 that section  157 .3 9  is consistent w ith  "o u r  gu id in g  principle that com p etition  
favors all o f  the C o m m is s io n ’ s custom ers, as w ell  as w ith  the o b je ct ive s  o f  the A c t ,  to 
adopt rolled-in rate treatment up to the point that w o uld  cau se  there to be a su b s id y  o f  
expansion shippers b y  initial shippers, i f  an y  su b sid y  w e re  to be found .”

B. R eh ea rin g /C larific a tio n  R equests

40. T h e  North S lo p e  Producers, E n brid ge, and C h e v ro n  Texaco  assert that the 
presum ption in fav o r  o f  rolled-in rates for vo lun tary  expansi ns established in 
section 157 .3 9  creates uncertainty for shippers and project sponsors, and, therefore, 
section 15 7 .3 9  should be elim inated from  the regulations or substantially  revised. T h e
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North S lo p e  Producers and E nbrid ge  cla im  that p rospective  initial shippers, fearing that 
in the future their rates m ay  be increased to subsidize  the cost o f  exp an sio n  facilities, w ill  
be less w il l in g  to m ake the long-term  c o m m itm Ants n ecessary  to support an A la s k a  
project. T h is  uncertainty, th ey  predict, w ill  d iscourage  rather than a d v a n c e  the 
d ev e lo p m en t o f  an A la s k a  pipeline or any  voluntary  expan sion th e r e o f  -  a result c lea r ly  
inconsistent w ith  A N G P A ’ s prim ary goal.  M oreover,  the North S lo p e  Producers and 
E nbrid ge su g g e st  that m andatory expan sion s pursuant to A N G P A  section 105 w il l  
b e c o m e  m ore  attractive than volun tary  expansions because o f  the exp lic it  rate protection 
for ex ist in g  shippers in section 105.

4 1 .  T h e  North S lo p e  Producers contend that section 157 .3 9  is u n ju stifiably  
inconsistent w ith  the C o m m is s io n ’ s current p o lic y  regarding rate treatment o f  
exp an sion s, w h ic h  is to d iscourage  u neco n o m ic  expan sion s and assure that expansions 
w il l  not be sub sid ized  by  existin g  shippers. T h e y  assert that even  if, as c la im ed  b y  the 
C o m m is s io n ,  o n ly  one pipeline w il l  be built in A laska ,  that distinction d o cs  not j u s t i fy  
d eviating  from  the C o m m is s io n ’ s current policy.

42. T h e  North S lo p e  Producers charge  that the C o m m iss io n  acted arbitrarily  and 
c a p r ic io u s ly  in re ly in g  on A N G P A  section 103(e) to ju s t i fy  its co n c lu s io n  to p ro vid e  f o r a  
presum ption o f  rolled-in rates for expan sion s. A lth o u gh  the North S lo p e  Producers 
co n c e d e  that the C o m m is s io n  c le a r ly  has the authority under A N G P A  and the N G A  to 
ap, o ve  rates for A la s k a  natural gas transportation projects, they c la im  that A N G P A  
section 103(e) has nothing to do w ith  rate regulation. Furthermore, state the North S lo pe  
Producers, even  i f  section 103 could  be read to g iv e  the C o m m is s io n  authority  to include 
rate regulations in its open season rules, the proper course w o u ld  be to re m o v e
section 15 7 .3 9  from  the open season rules and instead address rate p o lic y  issues only  
after  the parties h av e  the opportunity  o f  d ev e lo p in g  a c o m p lete  fac  .tal record. F a il ing  
this, the North S lo p e  Producers state that the C o m m is s io n  should revise  section 157 .3 9  to 
p rovide  that the C o m m is s io n ’s current rate p olic ies  w ill  a p p ly  to A la s k a  projects.

43. Enbrid ge a lso  argues that the C o m m is s io n  acted arbitrarily and c a p r ic io u s ly  by 
im posing  a rebuttable rolled-in presum ption, even  w here  rolled-in p ric in g  w o u ld  increase 
ex ist in g  sh ip p ers ’ rates. A c c o r d in g  to Enbridge, O rder No. 2005 identifies two 
considerations, n a m e ly  the C o m m is s io n ’ s d is fa vo r  o f  ex ist in g  shippers su b s id iz in g  the 
rates o f  n e w  shippers, and the C o m m is s io n ’ s reluctance to authorize an exp an sio n  rate 
that w ould  h ave  an unduly  n egative  impact on the exploration and d ev e lo p m en t o f  A la s k a  
reserves. E n b rid ge  contends that the presum ption should be “ scaled  b a c k ”  to a p p ly  o n ly  
to cases w h ere  exp an sion  rates are no h igher than pre-existing rates. Enbrid ge points to 
the C o m m is s io n ’ s a c k n o w le d g e m e n t  in O rder No. 2005 that it “ can n ot at this point, 
without a sp e c i f ic  project proposal or the facts surrounding a proposed  exp an sio n  b efore
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us, d efine  e x a c t ly  w hat w il l  be required to o v e r c o m e  the p resu m p tio n .”  Enbrid ge 
contends that the C o m m is s io n ’ s inability  to expla in  h o w  the p resum ption can be rebutted 
renders rolled-in p ric in g  m andatory, leav in g  the question o f  w h eth er  a rolled-in 
expan sion rate that is h igh er  than original rates is a sub sid y  to be reso lved  in a future 
N G A  section 7 filing.

44. C h e v r o n T e x a c o  stresses that b ecau se  the text o f  O rd er  N o. 2005 re co g n ize s  that 
“ w ithout a sp e c if ic  project proposal or the facts surrounding a proposed e x p a n sio n ”  the 
C o m m is s io n  cannot determ ine w hat is needed to o v e rc o m e  the presum ption favo rin g  
rolled-in rates, the C o m m is s io n  sh ould  d efer  an y  determ ination o f  rate treatment for 
expan sion s until a record can be d e v e lo p e d  after a sp e cif ic  proposal is made. A c c o r d in g  
to C h e v ro n T e x a c o ,  this in ability  to articulate w hen  the presum ption w il l  be applied 
creates uncertainty that inhibits the d ev e lo p m en t o f  any A la s k a  project.

45. C h e v r o n T e x a c o  states that in c o n sisten cy  b etw een  the text o f  order and the text o f  
the regulations creates further uncertainty. C h e v r o n T e x a c o  states that w h ile  the 
regulations state that the presum ption applies  to “ a n y  e x p an sio n ,”  O rder  No. 2 0 0 5 ’ s text, 
at paragraphs 124 and 125, su g g e sts  that rolled-in rates are appropriate  o n ly  i f  there is no 
increase in rates for ex is t in g  shippers. C h e v r o n T e x a c o  urges the C o m m is s io n  to c la r ify  
section 15 7 .3 °  to state that no c ro ss-su b sid y  is intended. O th e rw ise ,  the C o m m is s io n  
should consider issuing, in lieu o f  a regulation, a p o l ic y  statem ent w h ich  outlines the 
general direction that the C o m m is s io n  intends to take.

46. The A la s k a  L e g is la to rs  and A n a d a rk o  contend that rolled-in  pric ing  is essential 
and justified. A n a d a rk o  asserts that the C o m m is s io n  c le a r ly  has the statutory authority  to 
establish a presum ption o f  rolled-in  p ric in g  for  future exp an sio n s  in the open season 
regulations. Both A n a d a r k o  and the A la s k a  L egis lators  contend that the sign ificant 
d if feren ces  identified in the record b etw een  an A la ska n  p ipeline project and a p ipelin e  in 
the low er 48 states p ro v id e  a m p le  ju stif icat io n  for departing from  the current pric ing  
policy. T h e  A la s k a  L e g is la to rs  con ten d  that e ven  i f  there w e re  s o m e  factual reason for 
ap plyin g  the current p o lic y ,  that p o l ic y  cannot be reco n ciled  w ith  the p o lic y  
considerations stated in A N G P A .  Both A n a d a rko  and the A la s k a  L egis la to rs  state that 
incremental p ric ing  o f  ex p an s io n s  cannot be reco nciled  w ith  N G P A ’s g o a ls  o f  
prom oting com petition  in the exp loration , d eve lo p m en t,  and production  o f  A la s k a  natural 
gas, and p ro vid in g  for the transportation o f  natural gas other than from  the Prudhoe B a y  
and Point T h o m so n  units in an y  ex p an s io n s  o f  the A la s k a  p ipelin e  facilities. T h e  A la sk a  
Legislators  estim ate that e x p an d in g  a p ipeline , through loopin g, to a ca p a c ity  o f  7 billion 
cu b ic  feet (B c f) ,  w o u ld  result in an e xp an sio n  rate 50 percent h igh e r  than ex ist in g  rates i f  
increm entally  priced. A n a d a rk o  predicts that incremental p ric in g  o f  exp an sio n s  o f  an 
A la sk a n  pipeline b e y o n d  6 B c f  w o u ld  cau se  the pipeline to be cap p ed  at 6 B cf.
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C. Commission Response

47. A N G P A  section 103(i) g iv e s  the C o m m issio n  broad authority  to establish “ such 
regulations as are n e c e s s a ry ”  for the conduct o f  open season s. In this regard, the 
C o m m is s io n  b e lie ve s  that it is appropriate to establish rate criteria that w il l  assist 
potential shippers to m ak e inform ed open season bids, and will  p ro m o te  com petition, as 
required b y  ANGPA. A s  d iscussed  in detail in O rd er  N o. 2005, these criteria include 
projected rates for in-state d eliveries  o f  gas, as w ell  as a presum ption for rolled-in rate 
treatment for future pipeline expansions.

48. In adopting  the presum ption for rolled-in rate treatment, the C o m m is s io n  balanced 
rate predictability  for initial shippers w ith  the o b je ct ive  o f  red u cin g  barriers to future 
exploration, d e v e lo p m e n t and production o f  A la ska  natural gas. T h e  C o m m is s io n  w as  
con cern ed  that the prospect o f  high incremental transportation rates m igh t increase risks 
to A la sk a n  producers and serve as a disincentive  to future exp loration  and deve lo p m en t 
o f  p oten tia lly  va lu a b le  natural gas resources. On the other hand, the C o m m is s io n  does 
not w ish  to d isco u ra ge  vo lun tary  cap a c ity  expansions.

49. T h e  rolled-in rate presum ption w a s  not an aban donm ent o f  our current p o lic y  o f  
not fav o rin g  rate subsidization b y  existin g  custom ers o f  ca p a c ity  ex p an sio n s  as suggested  
in the requests for rehearing. T h e  C o m m issio n  did, h o w e v e r ,  su g g e st  that b ecau se  o f  the 
l ike lih ood o f  a s in g le  A la sk a n  pipeline project, it w o u ld  co n sid er  a lternatives to our 
current p o lic y  on h o w  to define  or quantify  subsidization  b y  current custom ers. Current 
p o i ic y  p rim arily  considers w hether the expansion project w il l  result in a rate h igher than 
the ex ist in g  transportation rate for existin g  custom ers. A n  a lternative  consideration  or 
definition o f  subsidization  could  be w hether the exp an sio n  rate is no higher than the 
actual initial rate or o f  an initial rate without built-in subsidies. T h e  C o m m is s io n  
b e lie v e d  and contin ues  to b e lie ve  that the appropriate p lace  to r e v ie w  this issue is in the 
context o f  a  future N G A  section 7 filing. In such a pro ceed in g,  i f  the pipeline ow n ers  can 
s h o w  that the initial pipeline w a s  s ized  appropriately, i.e ., it w a s  u n e co n o m ic  or 
ineffic ien t to build a larger cap a c ity  pipeline, the C o m m is s io n  w o u ld  co n sid er  this in 
o v e r c o m in g  the rolled-in rate presumption.

50. T h e  text o f  O rder No. 2005 referred to by C h e v r o n T e x a c o  d o es  not s im p ly  state 
that rolled-in rates are appropriate o n ly  i f  there is no increase in rates for ex ist in g  
shippers; it su g g e sts  that a rolled-in expansion rate that is h igher than the original rate is 
not n ecessarily  a subsidy. A s  noted above, w e  will  determ ine w h eth er  a particular rate 
am ounts to a subsidy w hen the issue is presented to us.
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5 1 .  N o th in g  in the requests for rehearing cau ses  us to question our c o n c lu s io n  that a 
rebuttal p resum ption  o f  rolled-in treatment for the exp an sio n  o f  an A la s k a  Project is a 
reason able  ap proach  to the d ifficu lt  issues w e, and p ro sp ective  p ipeline proponents and 
shippers, m ay  face  on the future. W e  think that the s ign al w e  are sending  is a posit ive  
o ne that w il l  help spur natural gas exploration and d ev e lo p m en t in A la sk a .  A t  the sam e 
time, w e  h ave  not preju d ged  h ow  w e  w ill  reso lve  future p ro ceed in gs ,  and all parties w ill  
h ave  the o p portun ity  to c o n v in ce  us o f  appropriate rate treatment i f  and w h e n  expansion 
proposals  for an A la s k a  project are develop ed . W e  therefore w ill  not ch an ge  the rule on 
this matter.

111. L ate  Bids

A. T he  F inal R ule - § 157.34(d)(2)

52. O rder N o .  2005 added a new  provision in the f in a l  R ule, section 157 .3 4(d)(2),  that 
a project sp o n so r  must consider any bids tendered af ter the expiration  o f  the open season 
by  qualif ied  bidders, and m ay  reject them o n ly  i f  they cannot be a cco m m o d ate d  due to 
e c o n o m ic ,  en g in eer in g ,  or operational constraints, in w h ic h  case  the project sponsor must 
provide  a detailed explanation  for the rejection. T h e  C o m m is s io n  e xp la in ed  that this 
requirem ent is d e s ig n e d  to a l lo w  reasonable acce ss  to those shippers w h o  m a y  not be 
ready to participate during  the established open season period, and at the sam e time 
provide  the sponsor w ith  flex ib il ity  in the tim ing o f  its open season.

B. R eh ea rin g /C la rifica tio n  R equests

53. T h e  North S lo p e  Producers and E nbrid ge  contend that it is important for the 
tim ely  d e v e lo p m e n t o f  any project that the project . ,/onsors be ab le  to rely  on an open 
season that has a d efin ite  term. T h e y  state that the open season results are needed to 
permit the project sp o n so r  to g a u g e  dem and and in turn fin alize  p ipeline design. T h e y  
assert that the late bid p rovis ion s o f  section 157.34(d)(2) w il l  result in unreasonable  risks 
and costs to the p roject sponsor by creating a n ever-en d in g, open -ended open season in 
w h ic h  the project sp o n so r  w ill  be required, for each and e v e r y  late bid rece ived ,  to divert 
resources and incur additional costs to e va lu ate  w hether bid can be a cco m m o d ate d .  In 
addition, th ey  state that there is trem endous potential for d e la y  at each  step o f  the 
d ev e lo p m en t o f  the project, i f  the project sponsor must stop and m ak e  design  c h a n g e s  at 
e v e ry  stage to a c c o m m o d a te  a late bid. T h u s, they state, section 157 .3 4(d)(2 )  w ould  
frustrate the C o m m is s i o n ’s stated goal o f  adopting  open season regulations that ensure 
suffic ient e c o n o m ic  certainty to support the construction o f  a pipeline.





Testimony of Dave McClure 
HB 177 -  House Resources Committee 

April 21, 2007

My name is David McClure, I serve as Executive Director o f the Bristol Bay 
Housing Authority, and also as Chairman of the Board o f the Southwest Alaska 
Vocational Education Center which is located at the USAF Base in King 
Salmon.

Thank you for the opportunity to testify...

I support the CSHB 177, and specifically, subsection 17 o f Section 43.90.130, 
which includes a project labor agreement in the application process. This 
PLA is vital to ensuring residents o f our region, and our state, are hired for the 
workforce to be employed during construction and operation of the pipeline.

During the construction of our Voc Ed Center, we created a partnership and 
project labor agreement with the trade Unions in the State, in coordination with 
Alaska Works Partnership, which was highly beneficial to the residents of the 
region. The facility was completed with at least 85% local labor, both 
journeyman and apprentices. Including *hat project and in subsequent years, 
we have had over 120 local folks enrolled in a general building maintenance 
repair and apprenticeship programs, with ten percent o f those folks gaining 
journeyman status.

I also support Section 43.90.470, concerning job training programs. I ask that 
ihis section include reference to training centei , including those in Anchorage, 
Fairbanks, and the rural regional training centers such as the Southwest Alaska 
Voc Tec Center, the People’s learning Center in Bethel, the centers in Kotzebue 
and St. Marys.

In conclusion, the Project Labor Agreement and use o f the training centers in 
the State of Alaska are critical and crucial for maximizing the use o f Alaska 
workers in this important project.
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Kinder Morgan Energy Partners L.P. and Sempra Pipelines &  Storage 

(“Partners") are jointly pursuing the development of a n e w  natural gas pipeline 

that would link producing areas in the Rocky Mountain region to the upper 

Midwest and Eastern United States.

The Rockies Express pipeline will be constructed with 42-inch diameter or larger 

pipe, sufficient compression and appurtenant facilities to provide transportation 

capacity of up to 2 billion cubic feet per day. As part of this long haul pipeline 

project, the Partners have entered into a m e m o r a n d u m  of understanding with 

Entrega G a s  Pipeline Inc, an affiliate of EnCana Corporation, to purchase the 

Entrega pipeline system. The Partners intend to consolidate the Entrega pipeline 

system, which has been approved by the Federal Energy Regulatory 

Commission (“FERC") and is currently under construction, with Rockies Express.

To provide access to major Rocky Mountain supply areas in western W y o m i n g  

and to meet an in-service objective of June 2009 for the complete pipeline from 

the supply areas to Clarington, Ohio, the Partners will seek F E R C  authorization 

to expand Entrega westward and to construct Rockies Express easiward from 

the Cheyenne Hub, located in Weld County, Colorado. This authorization will be 

sought through multiple certificate filings. F E R C  will individually approve or reject 

each certificate application and approval of one certificate does not guarantee 

approval of certificates seeking authority to construct additional facilities.

The Entrega expansion certificate will seek approval to extend the Entrega 

pipeline westward to the Opal Hub, located in Lincoln County, Wyoming. The 

Rockies Express certificate 1 pipeline segment will originate at the Cheyenne 

H u b  and extent eastward to a pipeline interconnection with Panhandle Eastern 

Pipeline C o m p a n y  in Audrain, county, Missouri. The Partners intend to seek



approval to consolidate Entrega and Rockies Express in certificate 1. The 

certificate 2 pipeline segment will originate at the terminus of certificate 1 facilities 

and extent eastward to the Lebanon H u b  in Warren County, Ohio. The 

certificate 3 pipeline segment will originate at the Lebanon Hub and extent 

eastward and establish a n e w  hub, interconnecting with numerous pipelines 
proximate to Clarington, Ohio.

If shippers m a k e  adequate long haul transportation commitments to the Rockies 

Express pipeline and provided F E R C  and other required approvals and 

authorizations are received on a timely basis, the Partners expect that Entrega 

and Certificate 1 segment will be completed by January 1, 2008. The Certificate 

2 segment will be completed and operational by De c e m b e r  31, 2008 and the 

Certificate 3 segment will be completed and operational by June 30, 2009.



T h e  A l l i a n c e  

P i p e l i n e  S y s t e m

T he A llia n c e  

P ip e lin e  sy ste m  

is  d e sig n e d  to  

tra n sp o rt h ig h  

e n e rg y  n a tu r a l g a s  

J ro m  n o rth e a ste rn  

B r it ish  C o lu m b ia  

e n d  n o rth w e ste rn  

A lb e rta  to  th e  

C h icago , I llin o is  

a re a  m a rk e t h u b .

B A C K G R O U N D E R

The P ipe line

Initial throughput volume of 37.5 x 100m3 
(1.325 billion cubic feet per day) of high-energy 
natural gas (up to 44.2MJ/m3:l 188 Btu/cf) at a 
maximum allowable operating pressure of 
12,000 kpa (1740 psi).

CANADIAN SYSTEM
Mainline
O 339 km (211 miles) of 42-inch and 1220 km 

(758 miles) of 36-inch diameter steel pipe

O 42 receipt points connecting with lateral pipelines 
totalling about 729 km (453 miles), ranging in 
length from about 0.3 to 142 km (0.2 to 92 
miles), and in diameter from 4 to 24 inches

O 7 mainline compressor stations of about 23 to 
29 MW (31,000 to 40,000 hp), each spaced 
about 195 km (120 miles) apart

O mainline block valves about every 32 km 
(20 miles) apart

Late ra ls
O 729 km (453 miles), of steel pipe ranging in 

length from about 0.3 to 142 km (0.2 to 92 
miles) and in diameter from 4 to 24 inches

U.S. SYSTEM
O 888 miles (142v km) of 36-inch diameter 

steel pipe

O 7 compressor stations of about 31.000 hp 
(23 MW), each spaced about 120 miles 
(193 km) apart.

O mainline block valves spaced about every 20 
miles (32 km) apart

O 7 delivery points (Aux Sable Liquid Products,
Nicor Gas, NGPL, Midwestern Gas, Peoples 
Energy, ANR, Vector Pipeline)

C om presso r S ta tion s

There are fourteen mainline compressor stations, 
spaced about 193 km (120 miles) apart, along the 
pipeline route.

Operation of the System

Highly-trained and experienced area office staff 
are responsible for the everyday operation and 
maintenance of the system. Each area office is 
responsible or specific segments of the system and 
is typically staffed by five to seven employees, 
including a Team Leader, Electrical, Instrumentation 
and Control (El &C) Technicians, a Mechanical and 
Comm' "lication Technician.

Safety M easures

All design and operating codes and standards, 
which have been developed to foster safe design 
and operation of pipeline systems, are being met 
or exceeded.

Pipeline wall thickness is 20-50% thicker than most 
operating pipelines, helping to mitigate risk of third- 
party damage by such equipment as a backhoe. 
Increased wall thickness also reduces the possibility* 
of failure caused by external corrosion.

In addition to participating in the "Call Before You 
Dig" program, to further maximize safety, pipeline 
right-of-way (ROW) markers have been installed at
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roads, fences and at other prominent locations 
along the ROW. The program requires that prior to 
any third-party excavation on, or near, the ROW, 
Alliance be contacted to locate the line so the 
pipeline will be avoided.

During the first five years of operation, an in-line 
inspection of the pipeline, with a "smart pig", will 
be conducted to detect any anomalies which may 
affect pipe integrity. In-line inspections will then be 
conducted on a regular basis to monitor the 
performance of the pipe coating and cathodic 
protection systems.

Buried piping is protected against external corrosion 
by fusion-bond epoxy coating and cathodic 
protection, /w the pipeline transports clean, sweet 
natural gas, internal corrosion protection is 
unnecessary. The transmission pipeline is internally 
coated for flow efficiency, however.

Remote operation and monitoring is conducted 
from a central gas control site which is staffed 24 
hours a day, 365 days a year. An advanced- 
technology leak detection system can locate even 
small leaks before they propagate. Leaks are 
anticipated to be extremely infrequent because of 
the inspection procedure rhat took place during 
pipe production as well as the x-ray or ultrasonic 
inspection of all welds and the coating testing and 
inspection procedures undertaken during 
construction.

Instrumentation and control systems monitor 
process conditions and detect the presence of fire, 
smoke or natural gas, enabling a station to be shut 
down without human intervention. Shut down 
of a compressor station can also be initiated by 
emergency shut down pushbuttons located 
tnroughout the site.

Automatic fire suppression systems are installed 
within the gas turbine enclosure and compressor 
stations.

Redundant and back-up communications systems 
can be used during emergency situations.

Aerial and ground surveillance is conducted on a 
regular and frequent basis.

A cathodic protection system is used to inhibit 
external corrosion of the pipe.

If power is lost in critical circuits (i.e., emergency 
shut down, unit control, valve control, etc.), station 
controls will shut down the station or equipment in 
a safe manner.

Safety equipment (i.e., first aid, fire extinguishers, 
eye wash) is strategically located at the site.

Emission levels are within the limits defined by 
appropriate regulations, which are currently much 
lower than were historically permitted.

The A lliance Partnersh ip  — — - ■'------------------------ ■—

The Alliance Pipeline System Is ownod by affiliates ol the following companies

Enbridge Inc. (TSXiENB) - 50% Fort Chicago Energy Partners LP (TSX:FCE.UN) - 50%

A lliance C ontacts ________ iz z .r rz rr .— .----------------

J im  W alsh Mike M cGonagill Pau l Anderson
Vice-President, Canadian Operations Vice-President, U.S. Operations Integrated Stakeholder Services

600, 605-5th Avenue SW 6385 Old Shady Oak Rd Telephone: 1-800-717-8017
Calgary, AB. Canada. T2P 3H5 Eden Prairie. MN, U.S.A., 55433 Fex: 403-266-4495

E-mail: lnfoetlllanco-plpellne.com 
Internet: www.alllance-plpellne.com

C a ll b e fo re  y o u  d ig .

© ?004 Alliance Pipeline Limited Partnershtp and Alliance Pipeline L P.
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Alienee Pfteine L P i. i km/fedpertnersfup formed under ft* la*s oi Druaeare 
Alliance P»p©bn# Ltd. a  the General Partner of I he Alliance Ppefcne Untied Pertnorshv 

Alienee Pipehne Inc is die Manajpng General Partner o* the Aftance Ppokne I  P
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- Position on the Alaska Gasline Inducement Act - 
Senate Bill 104 / House Bill 177

First and foremost, the Alliance wants a gas p ro ject... sooner rather than later, and with the 
greatest long-term benefits for the State of Alaska, Alaskan workers, Alaskan businesses and all 
Alaskans. North Slope gas commercialization holds the key to Alaska's future.
We understand the importance and urgency of transforming our gas potential into a gas 
project. The opportunity to market our gas won’t last indefinitely, and there's a very real risk 
of losing it altogether if we don’ t act quickly. Project costs are escalating, prospective utility 
customers are making long-term commitments for other fuel sources (such as coal), the threat 
of being displaced from key markets by LNG imports is growing, and North Slope oil production 
continues to decline. Given the long lead time for a gas project and gas revenues flowing into 
state coffers, this puts Alaska’s fiscal future in further peril.
The Alliance commends the governor and her team for developing a plan quickly after taking 
office and concur with the general principles set out in the legislation. We also believe the 
Alaska Gasline Inducement Act will fail in its objective of thieving a gas project unless 
changes are made prior to passage:
Bid requirements set out in the bill are too prescriptive and should be replaced with broad 

objectives (e.g., ensuring pipeline access for explorers and ensuring access to in­
state supplies). As currently stated, the bid requirements will limit competition in the 
bidding process, as well as creativity in satisfying the state’ s needs. There may be 
more than one way to reach mutually beneficial outcomes, and the prescriptive nature 
of the current bill guarantees they'll never be explored. It also likely will preclude 
some prospective applicants from participating.

The bill places too much emphasis on mitigating the shori-cerm financial risks incurred by 
the pipeline builder and too little to address the much longer-term and greater 
risks o f gas shippers. As more than one pipeline company has testified during the 
legislative process, "no producers, no project.”  The bill offers shippers little more than 
a non-binding "trust me” commitment for fiscal stability lasting a fraction of the 
project life, and does nothing to fix gas severance tax rates that even the 
administration admits are too high (22.5%).

The $500 million incentive is unnecessary and imprudent. The legislature’s decision to make 
it a bid variable rather than a bid requirement was a step in the right direction. With 
one exception, companies that have testified have said the handout isn't needed, and 
we don’ t believe it ’s the best use of state funds, either. We're concerned about any 
provision that turns pretenders into contenders for a state license, and we’ re skeptical 
about placing Alaska's future into the hands of an entity that requires a $500 million 
contribution in order to pursue a $30 billion project. Applicants that need to be 
"bought" with the $500 million may not be worth acquiring.



Testimony of Dave McClure 
HB 177 -  House Resources Committee 

April 21, 2007

My name is David McClure, I serve as Executive Director of the Bristol Bay 
Housing Authority, and also as Chairman of the Board o f the Southwest Alaska 
Vocational Education Center which is located at the USAF Base in King 
Salmon.

Thank you for the opportunity to testify...

I support the CSHB 177, and specifically, subsection 17 o f Section 43.90.130, 
which includes a project labor agreement in the application process. This 
PLA is vital to ensuring residents of our region, and our state, are hired for the 
workforce to be employed during construction and operation o f the pipeline.

During the construction o f our Voc Ed Center, we created a partnership and 
project labor agreement with the trade Unions in the State, in coordination with 
Alaska Works Partnership, which was highly beneficial to the residents o f the 
region. The facility was completed with at least 85% local labor, both 
journeyman and apprentices. Including that project and in subsequent years, 
we have had over 120 local folks enrolled in a general building maintenance 
repair and apprenticeship programs, with ten percent o f those folks gaining 
journeyman status.

I also support Section 43.90.470, concerning job training programs. I ask that 
this section include reference to training centers, including those in Anchorage, 
Fairbanks, and the rural regional training centers such as the Southwest Alaska 
Voc Tec Center, the People’s learning Center in Bethel, the centers in Kotzebue 
and St. Marys.

In conclusion, the Project Labor Agreement and use of the training centers in 
the State o f Alaska are critical and crucial for maximizing the use o f Alaska 
workers in this important project.
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H OUSE RESO U R CES TESTIMONY 
O n H B 177 

April 2 1 ,2 0 0 7

Thank you fo r this opportunity to testify on H ouse  Bill 177 , the A laska  G asline 
Inducement Act. My nam e is Pau l Laird, and I’m genera l m anage r and testifying 
on beha lf o f the A laska  Support Industry A lliance.

O u r 4 00 -p lu s  m em ber com pan ies provide the g ood s  and se rv ices that m ake 
A laska ’s  oil, g a s  and mining industries possib le , and provide m ore  than 3 0 ,0 0 0  
job s  fo r A laskans.

First and fo rem ost, th e  A lliance w ants a  gas p r o je c t ... sooner ra th e r  than  la te r , 
and w ith th e  g re a te s t long-term  b enefits  for th e  S ta te  o f Alaska, Alaskan 
w orkers, Alaskan businesses and  all Alaskans. North Slope gas 
com m ercialization holds th e  key to  A laska's fu tu re .

We understand  th e  im portance and urgency of transform ing our gas p o ten tia l 
in to  a gas p ro jec t. The opportun ity  to  m arket ou r gas w o n 't last indefin itely , 
and  th e re 's  a very  rea l risk of losing it a lto g e th e r if w e d o n 't  a c t quickly. 
P ro jec t costs a re  escala ting , prospective u tility  custom ers a re  making long­
te rm  com m itm ents fo r o th e r  fuel sources (such as coal), th e  th re a t  of being 
d isplaced from  key m arke ts  by LNG im ports is growing, and  North Slope oil 
production con tinues to  decline. Given th e  long lead  tim e for a  gas p ro je c t and 
gas revenues flowing in to  s ta te  coffers, th is pu ts A laska’s fiscal fu tu re  in 
fu rth e r peril.

The Alliance com m ends th e  governor and  her te am  for developing a plan 
quickly a f te r  taking o ffice  and  concur w ith th e  genera l principles s e t  ou t in th e  
legislation. We also believe  th e  Alaska Gasline Inducem ent Act w ill fail in its 
o b jec tive  o f achieving a  gas p ro jec t unless changes a re  m ade prior to  passage:
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Bid re q u ire m e n ts  s e t  o u t  In th e  bill a r e  to o  p re sc r ip tiv e  a n d  sh o u ld  b e  
re p la c e d  w ith  b ro ad  o b je c tiv e s  (e .g .,  en su rin g  p ip e lin e  acc ess  fo r  
e x p lo re rs  a n d  e n su rin g  acc ess  to  in -s ta te  sup p lie s). As cu rren tly  
s ta te d , th e  bid requ irem en ts  will lim it com petition  in th e  bidding 
process, as  w ell as c rea tiv ity  in satisfying th e  s ta te ’s needs. T here may 
be m ore than  one way to  reach  m utually beneficial ou tcom es, and  th e  
p rescrip tive  n a tu re  of th e  c u rren t bill g uaran tees  th e y ’ll never be 
exp lo red . It also likely will p reclude som e prospective app lican ts  from 
p artic ipa ting .

T he bill p la c e s  to o  m uch  em p h asis  o n  m itiga ting  th e  sh o r t- te rm  fin anc ia l 
risks in c u rre d  by th e  p ip e lin e  b u ild e r  a n d  to o  li t t le  to  a d d re s s  th e  
m uch  lo n g e r-te rm  an d  g re a te r  risks o f  gas sh ip p e rs . As m ore than  one 
p ipe line  com pany has te s tif ied  during th e  legislative process, “no 
p roducers, no p ro je c t.” The bill o ffers shippers li tt le  m ore than  a  non­
binding “ tru s t m e” com m itm en t fo r fiscal stab ility  lasting a  fraction  of 
th e  p ro je c t life, and does nothing to  fix gas severance ta x  ra te s  th a t 
even  th e  adm in istration  adm its a re  too  high (22.5%).

T he  $500  m illion In c e n tiv e  Is u n n e c e ssa ry  an d  Im p ru d e n t. The leg is la tu re 's  
decision to  m ake it a bid variab le ra th e r  than  a bid req u irem en t w as a 
s te p  In th e  righ t d irec tion . With one exception , com panies th a t  have 
te s tif ie d  have said th e  handout isn’t  needed , and w e d o n ’t  believe i t ’s 
th e  b e s t use of s ta te  funds, e ith e r . W e're  concerned  abou t any provision 
th a t tu rn s  p re te n d e rs  in to  con tenders for a  s ta te  license, and  w e ’re 
skep tica l ab o u t placing Alaska’s fu tu re  in to  th e  hands o f an en tity  th a t 
requ ires  a  $500 million con tribu tion  in o rder to  pursue a $30 billion 
p ro je c t. A pplicants th a t  need  to  be “bought” w ith th e  $500 million r .a y  
n o t be w orth  acquiring.

T h e  p ro c e s s  p ro m o te s  a  m onopoly , a n d  th e  s ta te  has a n  abysm al re c o rd  o f 
p ick ing  “w in n e r s .” A lpetco. Healy clean  coal. D elta barley . Alaska 
Seafood In terna tional. A laska’s history is strev. n w ith th e  rem nan ts  of 
p ro je c ts  for w hich th e  s ta te  picked "w inners,” and  th e  gas line 
legislation is based  on th e  sam e dubious prem ise. The s ta te  should be 
doing w h a tev e r It can to  p rom ote  any viable gas p ro je c t, bu t th e  Alaska 
G asline Inducem ent Act virtually  g uaran tees  th a t  th e  licensee  picked by 
a pa ir o f com m issioners will be  th e  only gam e in tow n. Provisions like 
tre b le  dam ages for granting stream lined  perm itting , s ta te -fu n d ed  
tra in ing  and  th e  services o f a  p ipeline coord ina tor to  a com peting 
p ro je c t need  to  be  am ended  to  e lim inate  “exclusiv ity .”


