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1 Gutttnberg

Conceptual Am endm ent- commit to provide intake points for explorers 

On HB177W1

Sec. 43.90.130 Application Requirem ents

page 8, line 11

add

(12) commit to provide a minimum o f three intake points for new 

discoveries o f  natural gas in this state;
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G u tte n b e rg

C o n cep tu a l A m endm ent- exclude lobbying from  qualified  costs 

O n  HB177\M

page 2, line 30 through page 3, line 6

Sec. 43.90.110(a)(1)(C)

(C) a qualified expenditure is a cost that is incurred after the license is issued 

under this chapter, is incurred by the licensee or the licensee’s designated affiliate, and is 

directly and reasonably related to obtaining a certificate o f  public convenience and necessity 

from the Federal Energy Regulatory Commission or the Regulatory Com m ission o f  Alaska, as 

appropriate, for developm ent o f  the project, but does not include overhead costs, litigation 

costs, the cost o f  an asset or work product acquired by  the licensee before the license is 

issued, civil penalties, crim inal penalties, lobbying expenses, or fines.

-1-
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G uttenberg

2 || C onceptual Am endm ent- remove gas production tax exem ption

3

4

5 || Sec. 43.90.320 Gas production tax exemption

6 P age  2 1-2 2

7 D elete  p a ge  2 1 , lin e  16 through p age  22, line 9.

-1-
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G uttenberg

C onceptual Am endm ent- Assess com m unity impacts

. a g e  24, lin e  25

A d d

Sec. 43.90.480 C om m unity impacts. T h e L egislatu re  reco gn izes  that as a result o f  

co n stru ction  o f  an A la s k a  N atural G as P ipeline, m un icipalities and com m un ities w ill be faced 

w ith  potential in creased  dem and for p u b lic  serv ices w ithou t increased  tax reven ue to pay for 

th o se  serv ices . T h e  D epartm ent o f  C o m m erce. C o m m u n ity  and E co n o m ic D evelopm en t shall 

d e v e lo p  an assessm en t o f  the so cio -eco n o m ic  im pacts o f  the N atural G a s  P ipeline project. 

T h e  e x a m in ? fion o f  co m m u n ity  im pacts should in clu d e so c io -e co n o m ic  im pacts, revenue 

im p acts, su b sisten ce  and socio-cu ltural im pacts, and cu m u lative  im pacts.

T h e  D epartm ent sh all re v ie w  the Stranded G as D evelo p m en t A c t  M un icip al Im pact A n alysis .

dated N o v e m b e r 8. 2004 (corrected) d evelo p ed  b y  the M un icipal A d v iso ry  G roup as a basis 

for d e v e lo p in g  the so c io -e co n o m ic  im pact assessm ent.

T h e  D epartm ent sh all a lso  m ake recom m endations to the L egislatu re  about the best w a v  to

p ro vid e  assistance, such as Paym ent in L ieu  o f  T a x es, or other financial assistance, -to- 

mi parted  lu im n u itk ie s .

T h e  D epartm ent shall d e live r  a report and recom m endations on m unicipal and com m un ity

im pacts

w ith in

ts to th e S p eaker o f  the H ouse and President o f  the Senate o f  the A la sk a  L egislature 

vs a fter the co n v e n in g  o f  the 2nd R egular S ession  o f  the A la sk a  L egislature after

the date a natural g a s  p ip elin e project that p ro vid es for d e liv e ry  points in the state receives a 

licen se  under 4 3.90 .10 0 . as enacted b y  sec. 1 o f  this A ct.

-1-
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25-GH 1060/M^
^ < 2 3 / 0 7

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

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

P age 20, line 23, fo llo w in g  “ b y” :

Insen “ (A )”

Page 20, line 2 5, fo llo w in g  “ project” :

Insert ”  ;or

(B ) elim inatin g the ability  o f  the state to take its ro ya lty  in kind for 

gas in the quantity and volum e com m itted  to the firm  transportation 

cap a city  acquired during the first b ind ing open season o f  the project, i f  

the person entitled to this election  agrees to p rovid e gas for in-state 

residential and com m ercial uses at the d e liv e ry  points described in the 

licen se at the sam e value as w ou ld  be rece iv ed  b y  the state i f  the state 

rece iv es  its royalty  in value under subsection  4 3 .9 3 .10(c) ( 1 )  w ith  the 

correspond in g d istance-sensitive transportation charges; i f  the lessee or 

other person exercisin g  this election  fails  to ad eq u ately  su p p ly  the in­

state gas requirem ents, after reasonable notice, or i f  the contract 

e ffe c tiv e ly  prevents the state from  e x ercis in g  its rights w ith other lessees 

to sw itch  betw een taking its ro yalty  in va lu e  or in kind because o f  

various unit agreem ents am ong lessees, the e lection  is considered to 

term inate, and the provisions o f  the original lease relating to the sta te ’s 

taking its royalty  gas in kind or in va lu e  a p p ly ”

A M E N D M E N T



25-GH1060W1.17
Bullock
4/23/07

O F F E R E D  IN T H E  H O U S E  B Y  R E P R E S E N T A T IV E  S E A T O N

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

1

2

3

4

5

A\ 1E X DME  N T

P age 11 , line 19, fo llo w in g  "state":

Insert ", including the va lu e  o f  state incom e tax or eq uivalen t paym eni in lieu  o f  tax, 

supplem ental profit-sharing to the state i f  contractually  stipulated, and supplem ental profit- 

sharing to m unicipalities i f  contractually  stipulated and eq u itab ly  distributed to ali 

m unicipalities"

L - 1-



A

, , /  25-GH1060\M.17
( Buliock

4/23/07

M E N D M E N T

v

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

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

1 P age  1 1 ,  line 19 , fo llo w in g  "state":

2 ^Insert ", in clu d in g  the va lu e  o f  state incom e tax or eq u iva len t paym ent in lieu  o f  tax,
w ' ^ \ \ P

3 supplem ental profit-sharing to the state i f  con tractually  stip u lated ,!an d  supplem ental profit-

4 sharing to m u n icip a lities ’  i f  con tractually  stipulated and eq u itab ly  d istributed to all

5 m un icipalities" ' *'vv<- J
[>/

* t r  I  / *  P
l | B
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* <yAMENDMENT

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

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

P age 20, line 23, fo llo w in g  “ b y ” :

Insert “ (A )”

P age 20, line 25, fo llo w in g  “ p ro ject” :

Insert ”  ;or

(B ) elim inating the ab ility  o f  the state to take its ro y a lty  in kind for 

gas in the quantity and volum e com m itted to the firm transportation 

cap a city  acquired during the first b inding open season o f  the project, i f  

the person entitled to this election  agrees to p ro v id e  gas for in-state 

residential and com m ercial uses at the d e liv e ry  poin ts describ ed  in the 

license at the sam e va lu e  as w ould  be rece ived  b y  the state i f  the state 

rece ives its ro ya lty  in va lu e  under subsection  4 3 £ 3 .T 0 (c) ( 1 )  w ith the 

correspond ing distance-sensitive transportation ch arges; i f  the lessee or 

other person exercisin g  this election  fails to ad eq u ately  su p p ly  the in­

state g as requirem ents, after reasonable notice, or i f  the contract 

e ffe c tiv e ly  prevents the state from e x ercism g  its rights w ith  other lessees 

to sw itch  betw een taking its ro yalty  in va lu e  or in kind b ecau se o f  

various unit agreem ents am ong lessees, the e lectio n  is considered  to 

term inate, and the provision s o f  the original lease relating to the sta te ’s 

taking its ro ya lty  gas in kind or in value a p p ly ”



/ } Ka 25-GH1060\M.20
Bullock
4/23/07

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  R E P R E S E N T A T I V E  JO H N S O N

1
2

3

4

5

4

$ ~ ~ / '

C t / ' "

Page 1 1 ,  line 4, fo llo w in g  "section.":

Insert "W h en  evaluating each application, the com m ission ers shall g iv e  a preference to 

an ap plication  that m eets all o f  the requirem ents in A S  4 3 .9 0 .130  and m a y  consider 

ap plication s that fa il to m eet the requirem ents in A S  4 3.90 .130  but that address in-state needs, 

fin an cin g, a cce ss , and alternatives for exp an sion  o f  the project."

ff'
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25-GH1060VM.21
Cook

TO: CSHB 177(0&G)

1 P age 10, lin e 2, fo llo w in g  "applicant.":

2 Insert "H ow ever, the co m m issio n er shall first m ake the inform ation a va ilab le  to the

3 legislature under A S  4 3 .9 0 .170(d)."

4

5 Page 12, fo llo w in g  line 6:

6 Insert "(d) A fter the evalu ation  o f  each  application under this section , a c o p y  o f  the

7 ap plication , evaluation, and all inform ation subm itted by the applicant, in clu d in g  proprietary

8 inform ation and trade secrets, shall be subm itted to each house o f  the legislature for its

9 rev iew . T h e  legislature shall m aintain the con fid en tia lity  o f  in form ation  that the applicant

10 cla im s is proprietary or a trade secret under A S  43.90 .150 ."

11

12 R eletter the fo llo w in g  subsection accord in gly.

L - 1-



AMENDMENT

25-GH1060\M
4/22/07

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

S ec. 4 3 .90 .140  
Pg. 9 L in e  14

D elete  “shall”
Insert “may”



O F F E R E D  EN T H E  H O U S E  B Y  R E P R E S E N T A T I V E  G A T T O

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

25-GH1060\M.12
Bullock
4/21/07

A M E N D M E N T

1 P ag e  5, fo llo w in g  line 11 :

2 Insert a n ew  subparagraph to read:

3 "(E ) i f  the project proposed  b y  the ap plican t requires the

4 d isc o v e ry  o f  additional gas, a tim eline fo r the d is c o v e ry  and developm ent o f

5 n ew  gas reserves and a co st estim ate fo r the exp loration  and developm ent;"

t K > . i  6 * -  —  <-«-

7  1 1 '  5 ( .  c
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25-GH1060VM.13
Bullock
4/21/07

A M E N D M E N T 16

OFFERED IN THE HOUSE 
TO: CSHB 177(0&G)

BY REPRESENTATIVE GATTO

P age 5, fo llo w in g  line 11 :

Insert a new  subparagraph to read:
"(E ) an analysis o f  h o w  the p ro p o sed  project m ay  a ffect the 

production o f  o il on the North S lo p e , in c lu d in g  the e ffe c t on the rate o f  

production and the affect on the total v o lu m e  o f  o il that m ay be p rod uced ;"



OFFERED IN THE HOUSE BY REPRESENTATIVE GATTO

TO: CSHB 177(0<w )

1 P ag e  8, fo llo w in g  lin e  30:

2 Insert a n e w  paragraph to read:
3 "(19 ) state w hether the p roject w ill  m ake gas liquids a v a ila b le  in the

4 state fo r  va lu e-ad d ed  p rocessin g;"

5
6 R en um b er the fo l' w in g  paragraphs acco rd in g ly .

25-GH1060VM.14
Bullock
4/21/07

A M E N D M E N T

L - 1 -
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25-GH1060VM.18
Bullock
4/23/07

1 P age 20, line 23, fo llo w in g  "by":

2 Insert " (A )"

3

4 P age  20, line 25, fo llo w in g  "project":

5 I n s e r t o r

6 (B ) elim inating the a b ility  o f  the state to sw itch  b etw een  taking

7 its ro ya lty  in value or in kind for g as in the quantity and vo lum e c jm m itte d  to

8 the firm  transportation cap acity  acq u ired  durin g the first b inding o p en  season

9 o f  the project, i f  the person entitled  to this e lection  agrees to p ro vid e  gas fo r in-

10 state residential and com m ercial uses at the d e liv e ry  points d escrib ed  in the

1 !  licen se  at the sam e value as w ou ld  be rece ived  by the state i f  the state receives

12 its ro ya lty  in value with the co rresp on d in g  d istan ce-sen sitive  transportation

13 ch arges; i f  the lessee or other person ex e rcis in g  this election  fa ils  to adequately

14 su p p ly  the in-state gas requirem ents, a fter reasonable notice, the e lectio n  is

15 con sid ered  to term inate, and the p ro visio n s o f  the original lease relatin g  to the

16 state's taking its ro yalty  gas in kind or in value apply"

A ME N D  M E N T

OFFERED IN THE HOUSE B Y REPRESENTATIVE SEATON

TO: CSHB 177(0&G)

#
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Alaska State Legislature 
H ouse R esources Com m ittee

C arl G atto , C o-C hair

1 1 1 1

m
; 

m w

C raig  Johnson , C o-C hair

State Capitol Building, Room 108 State Capitol Building, Room 126
Juneau. AK 99801-1182 Juneau, AK 99801-1182

(907)465-3743 (907) 465-4993
FAX (907)465-2381 FAX (90" 465-3872

Rep_Carl_Gatto@lcgis.stale.ak.us Rep _Craig_Joltnsi .^Icgis.state.ak.us

C O M M I T T E E  M E M B E R  

A M E N D M E N T S

C S H B  1 7 7 ( 0 & G )

mailto:Rep_Carl_Gatto@lcgis.stale.ak.us
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25-GH1060\M.4
Bullock
4/12/07

A M E N D M E N T

1

2
9

4

5

6

7

8 

9

10

11

12

13

14

15

16

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 ag e  30, fo llo w in g  lin e 21:

Insert a new  bill section  to read:

"* S ec. 7 . T h e  u n co d ified  law  o f  the State o f  A la sk a  is am en ded b y  adding a n e w  section  to 

read:

E X P E D IT E D  C O N S I D E R A T I O N  O F  C O U R T  C A S E S . Tt is the intent o f  the 

legisla tu re  that the courts o f  the state, w hen  considering a ca se  related to the developm ent and 

construction  o f  a natural g as p ipelin e under this A ct or to the com m itm ent o f  a shipper to 

acq u ire  firm  transportation c a p a c ity  during the first b in d in g  open season fo r  a project 

d ev e lo p ed  under this A c t, ex p e d ite  the resolution o f  the case  b y  g iv in g  the case priority over 

a ll other c iv il  cases to the exten t perm itted under the A la sk a  R u le s  o f  C ourt."

R en u m b er the fo llo w in g  b ill sectio n s accord in gly.

P ag e  3 1 , lin e  4:

D e le te  "sec. 9"

Insert "sec. 10"

L - 1-
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2

3

4

5

6

7

8

9

10

11

12

25-GH1060\M.5
Bullock
4/12/07

O F F E R E D  IN  T H E  H O U S E  B Y  R E P R E S E N T A T I V E  G A T T O

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

P age 9, line 7:

D elete  "and"

P age 9, fo llo w in g  line 7:

Insert a new  paragraph to read:

"(20) com m it to establish  an interest-bearing trust accou n t to hold 

funds required b y  a regu lato ry  a g e n cy  h aving jurisd iction  o v e r  the p roject fo r  the cost 

o f  dism antlem ent, rem o val, surrender, o r  abandonm ent o f  the project, or for the 

restoration o f  the r ig h t-o f-w a y  in conjunction with the dism antlem ent, rem oval, 

surrender, or abandonm ent o f  the project; ?• T

Renum ber the fo llo w in g  paragraph a cco rd in g ly .

A M E N D M E N T

i



25-GH1060\M.10
Bullock
4/21/07

1 Page 14, lin es 13 - 15:

2 D e le te  "are necessary  as a result o f  changed circum stances o u tsid e  the licensee's

3 control and n ot reaso n ab ly  foreseeab le  b efo re  the licen se w as issued"

4 Insert "m aintain or im p rove the net present value to the state o f  the pro ject or the

5 project's lik e lih o o d  o f  success"

6

7 Page 14, lin es 1 6 - 1 7 :

8 D e le te  "and m ay not dim inish the net present value to the state o f  the pro ject or the

9 lik e lih o o d  o f  su cce ss  for the project"

A M E N D M E N T

OFFERED IN THE HOUSE BY REPRESENTATIVE GATTO

TO: CSHB 177(0&G)

L - 1-



25-GH1060\M.ll
Bullock
4/21/07

1 P a g e  3, line 25, fo llo w in g  "re q u ire m e n ts ." :

2 Insert "(a)"

3

4 P ag e  5, line 24:

5 D elete  "sectio n"

6 Insert "subsection"

7
8 P ag e  6, line 10:

9 D elete "sectio n "

10 Insert "subsection"

11

12 P age 9, fo llo w in g  line 10:

13 Insert a new  sub section  to read:

14 "(b) I f  an applicant requires an initial rate o f  natural gas production from  an

15 area on the N orth S lo p e  that is greater than that auth orized  b y  the A la sk a  O il and G as

16 C onservation  C o m m issio n  at the tim e the com m issio n ers issue a request for

17 applications under A S  4 3 .90 .120 , the applicant is required to file  a request w ith A lask a

18 O il and G as C o m m iss io n  for an increase in the rate o f  production from  that area before

19 filing the ap p lication ."

20

21 P age  11 , line 17:

22 D elete " A S  4 3 .9 0 .13 0 (9 )"

23 Insert "A S  4 3 .9 0 .130 (a)(9 )"

A M E N D M E N T

OFFERED IN THE HOUSE B Y REPRESENT ATIVE GATTO

TO: CSHB 177(0&G)

L - 1-
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25-GH1060VM.H

1
2 P age  20, line 3 1:

3 D elete  " A S  4 3 .90 .130 (7)"

4 Insert "A S  4 3.90 .130 (a)(7)"

5

6 P age  2 1, lin e 5:

7 D elete  " A S  4 3 .90 .130 (7)"

8 Insert " A S  43 .90 .130 (a)(7)"

9

10 P age 22, line 3:

11 D elete  "A S  4 3 .90 .130 (7)"

12 Insert "A S  43 .90 .13 0 (a)(7)"

13

14 P age 22, line 9:

15 D elete  "A S  4 3 .9 0 .130 (7)"

16 Insert "A S  4 3 .90 .130 (a)(9)"

(

L



25-GH1060\M.12
Bullock
4/21/07

A M E N D M E N T

OFFERED IN THE H OUSE B Y  REPRESENTATIVE GATTO

TO: CSHB 177(0& G )

1 P a g e  5, fo llo w in g  lin e 11 :

2 Insert a n ew  subparagraph to read:

3 "(E) i f  the p roject p roposed  b y  the applicant requires the

4 d isc o v e ry  o f  additional gas, a tim eline fo r  the d isc o v e ry  and d evelopm ent o f

5 n ew  gas reserves and a co st estim ate for the exp lo ratio n  and developm ent;"

L - 1-



25-GH1060\M.13
Bullock
4/21/07

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  R E P R E S E N T A T I V E  G A T T O

1

2

3

4

5

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

P age 5, fo llo w in g  line 11:

Insert a new  subparagraph to read:

"(E ) an analysis o f  h o w  the proposed project m ay  a ffect the 

production o f  oil on the North S lo p e , in c lu d in g  the e ffe c t on the rate o f 

production and the a ffect on the total vo lu m e  o f  o il that m ay be p roduced ;"

L - 1 -
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25-GH1060\M.14
BulJock
4/21/07

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  R E P R E S E N T A T I V E  G A T T O

1

2

3

4

5

6

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

P ag e  8, fo llo w in g  lin e 30:

Insert a new  paragraph to read:

”(19) state w hether the project w ill m ake gas liquid s a v a ila b le  in the 

state fo r  value-added p rocessing;"

R en um b er the fo llo w in g  paragraphs accord in gly.

L -1-



1 G uttcnberg

2 C onceptual Am endm ent- com m it to provide intake points for explorers

3 On HB177\M

4

5

6 Sec. 43.90.130 Application Requirements

7 p a ge  8, lin e  11

8

9 add 

10

11 (12 )  com m it to p ro vid e  a m inim um  o f  three intake points for

12 d isco ve rie s  o f  natural gas in this state;

13

new

-1-
N e w  T e x t  U n d e r l i n e d  [D E L E T E D  T E X T  B R A C K E T E D ]



AMENDMENT#

O F F E R E D  IN  T H E  H O U S E  B Y  R E P R E S E N T A T I V E  K A W A S A K I

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

Page 30, fo llo w in g  line 26:

Insert a  n ew  bill section  to read:

“* Sec. 7. T h e  u n co d ified  law  o f  the State o f  A la s k a  is am ended b y  adding a new  

section to read:

C O N S E Q U E N C E S  F O R  A  L A C K  O F  F IR M  T R A N S P O R T A T I O N  

C O M M IT M E N T S . It is the intent o f  the legislature, that in the even t in su fficien t firm  

transponation com m itm en ts are m ade du ;ng the first b inding open season , the State o f  

A la sk a  w ill act to secure additional firm  transportation com m itm en ts, inclu d ing the 

consideration  o f

(1) A  gas reserves tax;

(2) E n fo rcem en t o f  o il and gas lease term s



X
Bullock
4/21/07

u
I /  x  25-GH1060\M.16

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  R E P R E S E N  T A T I V E  K A W A S A K I

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

1 Page 30, fo llo w in g  line 2 1:

2 Insert a n ew  bill section to read:

3 "*  Sec. 7. The uncodified  law  o f  the State o f  A la sk a  is am ended b y  add in g  a new  section to

4 read:

5 C O N S I S T E N C Y  W IT H  T H E  A L A S K A  N A T U R A L  G A S  P IP E L IN E  A C T . It is the

6 intent o f  the legislature that -that the licen sed  project the co m m issio n ers subm it to the

7 presiding o ffic e r  o f  each house o f  the legislatu re  under A S  4 3.90 .18 0 , as enacted in sec. 1 o f

8 this A ct, co n form s as c lo se ly  as p o ssib le  w ith 15 U .S .C . 720a et seq. (A la s k a  Natural G as

9 P ipelin e A ct)."

10

11 R enum ber the fo llo w in g  bill sections acco rd in g ly .

12

13 P age 3 1 ,  line 4:

14 D elete  "sec. 9"

15 Insert "sec. 10"

L -1-



AMENDMENT

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

Sec. 43.90 .140  
Pg. 9 L in e  14

2 5 - G H 1 0 6 0 V M

4/22/07

D elete  “ s h a ll”  
Insert “ m a y ”



#
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4/22/07

AMENDMENT

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

Sec. 4 3 .90 .130
Pg. 8 L in e 31 -  P g. 9 L in e 1

F o llo w in g  “ a p p lic a n t”
D elete : th e  a ff ilia te s  o f  th e a p p lic a n t; a ll p a r tn e r s , m e m b e rs  o f  a

jo in t  v e n tu r e ,”



C r ~
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4/22/07

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  R E P R E S E N T A T IV E  R O S E S
T 0 :C S H B 1 7 7 ( 0 & G )

S ec. 43.90.170^ 110
Pg. J ^ L i n e ^  /  ' , h )

b  ‘b  I 7  n . ¥  S *
_  „  .  „  „  \  h '  (AF o llo w in g  su ccess  \

Insert: “ w h ic h  in ..,  in c lu d e  m u ltip le  d e s ig n  p ro p o sa ls  th a t  m a y  in c lu d e  
d if fe r e n t  p ip e  sizes  a n d  c a p a c it ie s ”
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4/22/07

AM ENDM ENT

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

S ec. 43.90.250

S e c . 43.90 .250 is am ended b y  adding a new  title

C om m issioner o f Alaska Gasline Inducement Act

P g. 17  L in e  27

F o llo w in g  “ o f ’
Ins rt “com m issioner oP’

P g. 17  L in e  28

D elete  “coordinator”

P g. 17  L in e 31

F o llo w in g  “ o f ’
Insert “com m issioner o f ’

P g. 18 L in e  1

D elete  “coordinator”
P g. 18 L in e 6

F o llo w in g  “T he”
Insert “ com m issioner oP’

Pg. 18 L in e  6

D elete  “coordinator”

Pg. 24 Line 31

Follow ing “ (2)”
Insert “C om m issioner oP’



D e le te  “coordinator and “coordinator
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4/22/07

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

S e c . 4 3 .9 0 .110  
P g. 3 L in e  7

D elete  “an”

Insert “ the”

D elete  “coordinator”

F o llo w in g  “ the”

Insert “commissioner o f ’

A M E N D M E N T



25-GH1060\M.21
Cook

4/23/07

1 Page 10, line 2, fo llo w in g  "applicant.":

2 Insert "H ow ever, the com m ission er shall first m ake the inform ation  ava ilab le  to the

3 legislature under A S  4 3 .9 0 .170(d)."

4

5 Page 12, fo llo w in g  line 6:

6 Insert "(d) A fter the evaluation  o f  each  application under this section , a co p y  o f  the

7 application, evaluation, and all inform ation subm itted by the applicant, in clu din g  proprietary

8 inform ation and trade secrets, shall be subm itted to each house o f  tiie legislature for its

9 review . T h e  legislature shall m aintain the confid entiality  o f  inform ation  that the applicant

10 cla im s is proprietary or a trade secret under A S  43.90 .150."

11

12 R eletter the fo llo w in g  subsection accordingly.

A M E N D M E N T

OFFERED IN THE HOUSE BY REPRESENTATIVE JOHNSON

TO: CSHB 177(0& G )

L -1-



1 P age 11 , line 4, fo llo w in g  "section.":

2 Insert "W hen evaluating each application, the com m issioners shall g iv e  a preference to

3 an application  that m eets all o f  the requirem ents in A S  4 3 .9 0 .13 0  and m ay  consider

4 ap plication s that fa il to m eet the requirem ents in A S  4 3.90 .130  but that address in-state needs,

5 Financing, a cce ss , and alternatives for expan sion o f  the project."

25-GH1060\M.20
Bullock
4/23/07

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  R E P R E S E N T A T I V E  J O H N S O N

TO: C S H B  I77(0&G)

L -1-
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BulloclT^^
4/23/07

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  R E P R E S E N T A T IV E  JO H N SO N

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

1 P age  3, line 25:

2 D elete  "requirem ents”
3

4 P age 3, line 27:

5 D elete  "shall"

6 Insert "m ay"

7

8 P age 9, lines 13 - 15:

9 D elete "the requirem ents in A S  43.90.130"

10 Insert "review  the inform ation provided by the applicant unuer A S  4 3.90 .130 "

11

12 Page 1 1 ,  line 17, fo llo w in g  "(B )":

13 Insert " i f ’

14

15 P age 1 1 , line 23:

16 D elete  "required to"

17 Insert "that m ay"

IS

19 Page 14, lines 15 - 16:

20 D elete "must be consistent with the requirem ents in A S  4 3 .9 0 .13 0  and"

21

22 Page 20, lin es 3 0 - 3 1  :

23 D elete  "that is required in"

L -1-



25-GH1060VM.19

1 Insert "to w hich  an applicant has com m itted under"

2

3 Page 2 1, line 5:

4 D elete "is not required"

5 Insert "did not co m m it"

6

7 Page 22, line 3:

8 D elete "is required "

9 Insert "com m itted"

10

i 1 P age 22, line 8:

12 D elete "is not required"

13 Insert "did not co m m it"

l  - 2 -



National Ri§ litee

A COALITION !
NATIONAL HEADQUARTERS BUILDING A p r i l  2 3 ,  2 0 0 7

A l a s k a  S t a t e  L e g i s l a t u r e  
S t a t e  C a p i t o l  
J u n e a u ,  A K  9 9 8 0 1

R E : H o u s e  B i l l  1 7 7 O S IT IO N : O p p o s e
S e n a t e  B i l l  10 4  

D e a r  L e g i s l a t o r :

On b e h a l f  o f  t h e  t h o u s a n d s  o f  m e m b e rs  a n d  s u p p o r t e r s  o f  t h e  
N a t i o n a l  R i g h t  t o  W o rk  C o m m it t e e  i n  A l a s k a ,  I  u r g e  y o u  t o  o p p o s e  
H o u s e  B i l l  1 7 7  a n d  i t s  S e n a t e  c o m p a n io n ,  S e n a t e  B i l l  1 0 4 .

H .B .  1 7 7  a n d  S . B .  10 4  w o u ld  m a n d a t e  t h e  u s e  o f  s o - c a l l e d  
u n i o n - o n l y  " p r o j e c t  l a b o r  a g r e e m e n t s *  w h i c h  a l l o w  o n l y  
c o n t r a c t o r s  w ho h a n d  c o n t r o l  o v e r  t h e i r  e m p l o y e e s  t o  u n i o n  b o s s e s  
- - o r  w h o a r e  w i l l i n g  t o  w o r k  u n d e r  r u l e s  s e t  u p  b y  u n i o n  
o f f i c i a l s  - - t o  b i d  a n d  w o r k  o n  t h e  n a t u r a l  g a s  p i p e l i n e .

I f  e i t h e r  o f  t h e s e  b i l l s  p a s s e s ,  o p e n  o r  m e r i t  s h o p  
c o n t r a c t o r s  w i l l  b e  f o r c e d  t o  o b e y  r e s t r i c t i v e  u n i o n  w o r k  r u l e s ,  
a n d  j o b  c l a s s i f i c a t i o n  a n d  a r b i t r a t i o n  p r o c e d u r e s .

T h e  s t a t e  o f  A l a s k a  w i l l  b e  t e l l i n g  c o n t r a c t o r s  t h e y  m u s t  
f o r c e  u m o n - b o s s  " r e p r e s e n t a t i o n *  o n  t h e i r  e m p l o y e e s  o r  t h e y  
c a n n o t  b e  h i r e d  f o r  p u b l i c  p r o j e c t s  - -  e v e n  i f  t h e y  a r e  t h e  
l o w e s t  b i d d e r .

W o r k e r s  w h o , f o r  w h a t e v e r  r e a s o n ,  c h o o s e  n o t  t o  s u p p o r t  a  
u n i o n  i n  t h e i r  w o r k p l a c e  w o u ld  b e  d e n i e d  t h e  o p p o r t u n i t y  t o  w o r k  
o n  t h e  v e r y  p r o j e c t s  t h e i r  t a x e s  f i n a n c e .

T h e s e  d i s c r i m i n a t o r y  p r a c t i c e s  w i l l  r e s u l t  i n  w o r k e r s  b e i n g  
f o r c e d  t o  j o i n  a  u n i o n  i n  o r d e r  t o  g e t  a  j o b .

T h i s  i s  s t a t e - a s s i s t e d  f o r c e d  u n i o n i z a t i o n ,  p u r e  a n d  s i m p l e .

A n d  b e c a u s e  A l a s k a  d o e s  n o t  h a v e  a  R i g h t  t o  W o rk  l a w ,  t h e  
w o r k e r s  w h o  d e c i d e  t o  s a c r i f i c e  t h e i r  f r e e d o m  f o r  e m p lo y m e n t  c a n  
t h e n  b e  f o r c e d  t o  p a y  f o r  t h e  u n w a n t e d  " r e p r e s e n t a t i o n . "

W A S H IN G T O N  D .C . H E A D Q U A R T E R S : 8001 B R A D D O C K  R O A D  • S P R IN G F IE L D , V IR G IN IA  22160 • T EL . (709) 321-9820  O R  (800) 325-7892

"Amrricam must h av t tht ngt* but not bo comptl'ud to join U h r  unions’



" P r o j e c t  l a b o r  a g r e e m e n t s "  a r e  j u s t  a t t e m p t s  b y  u n i o n  
o f f i c i a l s  t o  g e t  m o re  w o r k e r s  t o  p a y  d u e s .

B y  p a s s i n g  H .B .  1 7 7  o r  S . B .  1 0 4 ,  n o t  o n l y  w o u l d  y o u  b e  
s e r i o u s l y  i n f r i n g i n g  o n  t h e  r i g h t s  o f  A l a s k a  e m p l o y e e s  b u t  a l s o  
y o u  w o u l d  b e  a l l o w i n g  u n i o n  o f f i c i a l s  t o  p i c k  t h e  p o c k e t b o o k s  o f  
A l a s k a  t a x p a y e r s .

B i d d i n g  o n  s t a t e  c o n s t r u c t i o n  p r o j e c t s  s h o u l d  b e  a w a r d e d  o n  
t h e  b a s i s  o f  m e r i t ,  o r  t o  t h e  l o w e s t  b i d d e r ,  n o t  j u s t  o n  t h e  
b a s i e  o f  w h e t h e r  t h e  c o m p a n y '9 e m p l o y e e s  p a y  d u e s  t o  a  u n i o n  
b o s s .

N o A l a s k a  w o r k e r s  s h o u l d  b e  d e n i e d  a c c e s s  t c  p r o j e c t s  s i m p l y  
b e c a u s e  t h e y  c h o o s e  n o t  t o  j o i n  a  u n i o n .

S o - c a l l e d  " p r o j e c t  l a b o r  a g r e e m e n t s "  d o n ' t  d o  a n y t h i n g  c o  
e n s u r e  s t a t e  c o n s t r u c t i o n  p r o j e c t s  a r e  f i n i s h e d  m o r e  q u i c k l y  o r  
e f f i c i e n t l y  - -  i f  a n y t h i n g ,  t h e  r e v e r s e  i s  t r u e .  A l l  t h e y  d o  i s  
a l l o w  u n i o n  o f f i c i a l s  t o  f o r c e  t h e i r  u n w a n t e d  m o n o p o ly  
" r e p r e s e n t a t i o n "  o n  m o re  A l a s k a  w o r k e r s  a n d  t o  f i l l  t h e i r  c o f f e r s  
w i t h  m o re  u n i o n  d u e s .

O n l y  B i g  L a b o r  w o u ld  g a i n  f r o m  t h e s e  b i l l s .  N o n - u n io n  
w o r k e r s  a n d  c o n t r a c t o r s ,  t a x p a y e r s ,  a n d  g o v e r n m e n t  i n  A l a s k a  
w o u l d  a l l  l o s e  o u t .

No e m p l o y e r  s h o u l d  b e  f o r c e d  b y  t h e  s t a t e  g o v e r n m e n t  t o  
a c c e p t  u n i o n i z a t i o n  o r  w o r k  u n d e r  u n i o n  b o s s  r u l e s ,  a n d  n o  A l a s k a  
w o r k e r  s h o u l d  b e  f o r c e d  t o  a c c e p t  t h e  u n w a n t e d  " r e p r e s e n t a t i o n "  
o f  a  u n i o n  o f f i c i a l  j u s t  t o  w o r k  o n  a  j o b .

B y  p a s s i n g  H .B .  1 7 7  o r  p . B .  1 0 4 ,  y o u  w o u ld  b e  t a k i n g  a w a y  
t h e  r i g h t  o f  a l l  n o n - u n i o n  A x  .s k a  w o r k e r s  t o  w o r k  o n  t h i s  
i m p o r t a n t  p u b l i c  w o r k s  p r o j e c t .

I ,  t h e r e f o r e ,  u r g e  y o u  o n c e  a g a i n  t o  r e j e c t  t h e  u n i o n  
o f f i c i a l s '  m o n o p o ly  b a r g a i n i n g  p o w e r  g r a b  b y  d e f e a t i n g  H .B , 1 7 7 ,  
S . B .  10 4  o r  a n y  o t h e r  b i l l  o f  t h i s  k i n d  a t  e v e r y  o p p o r t u n i t y .

M a rk  M ix  
P r e s i d e n t

MAM/mgt

TOTAL P . 03
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IN TH E L E G IS L A T U R E  O F TH E  S T A T E  O F  A L A S K A  

T W E N T Y -F IF T H  L E G IS L A T U R E  - F IR S T  S E S S IO N

BY THE HOUSE SPECIAL COMMITTEE ON OIL AND GAS

Offered: 4/4/07 
Referred: Resources, Finance

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to the Alaska Gasline Inducement Act: providing inducements for the 

construction o f a natural gas pipeline and shippers that commit to use that pipeline; 

establishing the Alaska Gasline Inducement Act matching contribution fund; providing 

for an Alaska Gasline Inducement Act coordinator; Establishing the gas utility revolving_ ' ~----- -—      _ 5

loan fund| making conforming amendments; and providing for an effective date."

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

* Section 1. AS 43 is amended by adding a new  chapter to read:

Chapter 90. Alaska Gasline Inducement Act.

Article 1. Inducement to Construction of a Natural Gas Pipeline in this State.

Sec. 43.90.010. Purpose. The purpose o f  this chapter is to encourage 
expedited construction o f  a natural gas pipeline that

(1)  facilitates com m crcialization[of(N orth  Slope gas resources o f  the 
state; in

C S  F O R  H O U S E  B I L L  N O .  17 7 ( 0 & G )

HB0I77b -I- CSHB I77(0&G)
N e w  T e x t  U n d e r l i n e d  [D E L E T E D  T E X T  B R A C K E T E D ]
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1 (2) prom otes exploration and developm ent o f  oil and gas resources on
2 the North Slope;

3 (3) m axim izes benefits to the people o f  the state|from  th3 developm ent

4 o f  o il and gas resources in the state; and

5 (4) encourages/oil and gas lessees and other persons the statel to
6 com m it natural gas from the North Slope to a gas pipeline system  for transportation to
7 m arkets in this state or elsewhere.

8 Article 2. Alaska Gasline Inducement Act License.

9 Sec. 43.90.100. Gas project. The com m issioner o f  revenue and the

10 com m issioner o f  natural resources, acting jo in tly , m ay award an A laska  G asline

11 Inducem ent A c t license as provided in this chapter. The person awarded a license

12 under this chapter is entitled to the inducement set out in A S  43.90 .110 .

13 Sec. 43.90.110. Natural gas pipeline project construction inducement.j^a)^

14 Subject to the lim itations o f  this chapter, a license issued under this chapter entitles the
15 licensee or its designated affiliate to receive (X v\
16 (1)  subject to appropriation, state m atching contributions in total]

17 . amount not to exceed $500,000,000, paidTto the licensee louring the Jfive-ycar period*

18 ^im m ediately fo llow in g  the date the license is a w ard ed ja  paym ent under this paragraph
19 shall be m ade according to the follow ing:

20 (A ) on or before the close o f  the first binding open season, the

21 state shall ^contribute the amount o f jh e  licensee's aualified  expenditures a t ^ -}
. . . . .  U*

22 level specified in the license; how ever, the state'sfcontribution m ay norigxcccq]

23 50 percent o f  the qualified expenditures incurred before the>£ndiof the first
24 binding open season;

25 (B) after the close o f  the first binding open season, the state

26 wjioU ^ ja y  contribute an amount fo^thc licensee's qualified expenditures a t v c l
. . .  .  .27 specified in the license; how ever, the state'sfcontribution m ay not be greater

28 than 80 percent o f  the qualified expenditures incurred after the close o f  the first
29 binding open season;

30 (C) [a}qualified cxpcnditure\|is a jcost that is incurred after the

31 license is issued under this chapter,[is incurred]by the licensee or the licensee's

C S H B  177(0&G) -2- 1180177b
N e w  T e x t  U n d e r l i n e d  [D E L E T E D  T E X T  B R A C K E T E D I
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1 designated affiliate, and is directly and reasonably related to obtaining a

2 certificate o f  public convenience and n ecessity  from  the Federal Energy

3 R egulatory C om m ission or the R egulatory C om m ission o f  A laska, as

4 appropriate, for developm ent o f  the project, but does not include overhead

5 costs, litigation costs, the cost o f  an asset or w ork product acquired by the

6 licensee before the license is issued, c iv il penalties, crim inal penalties, or fines;

7 (2) the benefit o f  an A laska  G aslin e Inducem ent A ct coordinator who

8 has th '  authority prescribed i n , 3 43.90.250; and

f 9  ' ( S Q  benefits ° f  coordination with qualified  training organizations
10 that prepare individuals for em ploym ent in gas pipeline project management,

11 construction, operation, maintenance, and other gas pipeline-related positions.

12 / (b j)  The com m issioner o f  revenue in consultation with the com m issioner o f
13 natural resources shall adopt regulations for determ ining w hether an expenditure is a

1 4 ^ ^  qualified  expenditure for the purposes o f  (a) o f  this section. ^

15 Sec. 43.90.120. R eq u est fo r  ap p lica tio n s fo r  the license, (a) The

16 com m issioners shall com m ence a public process to request applications for a license

1/ 3S soon as practicable after the effective  date o f  this chapter.

18 ^  (b) The com m issioners m ay use independent contractors|7ncluding technical

19 advisoreQ  to assist jthem] in developing the application and in cva'uating the
20 applications received.

21 $ 0 ^  (° )  The provisions o f  A S  36.30 do not apply to requests for applications under

*22 this chaptci£l>ut the com m issioners shall adopt regulations that provide protest and

23 /]  appeal p.ocedures relating to the solicitation o f  the applications and award o f  a license

.24^ ^ r\J that are substantially sim ilar to the provisions o f  A S  36.30.550 - 36.30.69^

25 ^cc. 43.90.130. A p p lica tio n  req u irem en ts. In order to be considered for the

26 license, an applicant shall file an application that is consistent with the terms o f  the
27 request for applications under A S  43.90.120 and shall

28 (1)  f i ’ -j the application by the deadline established by the
29 com m issioners in the request for applications;

30 (2) provide a detailed description o f  a proposed natural gas pipeline
3 1 project for transporting natural gas from the North Slope to m arket, including

IIB0177b -3- C S H B  I77(()&G)
N e w  T e x t  U n d e r l i n e d  fD E L E T E D  T E X T  B R A C K E T E D 1



1 (A ) the route proposed for the natural gas p ip e lin ^ y h ic h  m ay
2 not be the route described in A S  38 .35 .0 17(b)jJ

3 (B ) the location o f  receipt and d elivery  points and fve size and

4 design capacity o f  the proposed natural gas pipeline at the proposed receipt and

5 delivery  points, except that this information is not required for in-state delivery
6 points;

7 (C ) an analysis dem onstrating the econom ic and technical
8 viability o f  the project;

9 (D ) an econom ically  and technically v iab le w ork plan, timeline,

10 X. a°d  associated budget for developing the proposed project and w ork associated

25-GH1060VM

11 Pr° ject ' n c 'udes field w ork, environm ental studies, design and
^  engineering,land(com plyin£jw ith all applicable state, federal, and international

13 regulatoiy requirements that affect the proposed project; the applicant shall
14 provide the follow ing:

15 (i) i f  the proposed project in volves a pipeline into or

16 through Canada, a detailed description o f  the applicant's plan to obtain

necessary rights-of-w ay and authorizations in Canada, a description o f  

the transportation services to be provided and a description o f  rate- 

m aking m ethodologies the applicant w ill propose to the regulatory 

agencies, an estimate o f  rates and charges for all services, and a 

detailed description o f  all access and tariff terms that the applicant 
w ould propose to offer;

(ii) i f  the proposed project involves marine 

transportation o f  liquefied natural gas, a description o f  the pipeline 

route, system , and capacity proposed to bring North Slope gas to 

tidewater, including a description o f  transportation services to be 

provided and a description o f  proposed rate-m aking m ethodologies; an 

estim ate o f  rates and charges for all services; and a detailed description 

o f  all access and tariff terms that the applicant w ould o ffer including 

any services by third parties; a detailed description o f  all proposed 

access and tariff terms for liquefaction services or, i f  a third party

V
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1 w ould  perfon.i liquefaction services, the identification o f  that third

2 party and the terms applicable to the liquefaction services; a complete

3 description o f  the marine segm ent o f  the project, including the

4 proposed ow nership, control, and cost o f  liquefied natural gas tankers,

5 the m anagem ent o f  shipping services, liquefied natural gas export

6 destination, regasification facilities and pipeline facilities needed for

7 transport to m arket destinations; me entity or entities that w ould be

4 S8 V o  required to obtain necessary export permits and licenses or a certificate

9 o f  public convenience and necessity from the Federal Energy

10 R egulatory Com m ission; and all rights-of-w ay or authorizations

11 required from  a foreign country;

12 (3) i f  the proposed project is within the jurisdiction o f  the Federal
13 E nergy R egulatory C om m ission, com m it to

14 (A ) conclude, by a daie certain that is not later than 36 months

15 after the date the license is issued, a binding open season that is consistent with

16 the requirements o f  Subpart B  o f l  8 C .F .R . Part 157 (Open Seasons for A laska

17 Natural Gas Transportation Projects) and 18 C .F .R . 157.30 -1 5 7 .3 9 ;

18 (B) apply for Federal Energy R egulatory C om m ission approval

19 to use the pre-filing procedures set out in 18 C .F .R . 157.21 by a date certain, r i

and use those procedures before filing an application for a certificate o f  public l^ 20., and use those procedures before filing an application for a certificate d f  publ
21 convenience and necessity; and

22 (C) apply for a Federal Energy R egulatory Com m ission

^23^, certificate o f  public convenience and necessity to authorize the construction

24 and operation o f  the proposed project described in this section by a date
25 certain;

26 (4) i f  the proposed project is within the jurisdiction o f  the Regulatory
27 C om m ission o f  A laska, com m it to

28 (A ) conclude,..by a date certain that is not later than 36 months

29 after the date the license is issued, a binding open season that is consistent with
30 the requirem ents o f  A S  42.06; and

31 (B ) apply for a certificate o f  public convenience and necessity

HB0177b -5- CSHB 177(OAG)
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1 to authorize the construction and operation o f  the proposed project by a date
2 certain;

3 (5) after the first binding open season, com m it to assess the market

4 dem and for additional pipeline capacity at least every tw o years through public non-

5 binding solicitations or sim ilar means;

6 (6) com m it to expand the proposed project in reasonable engineering

7 increm ents and on com m ercially reasonable terms that encourage exploration and

8 developm ent o f  gas resources in this state; in this paragraph,

9 (A ) "com m ercially reasonable terms" m eans that, subject to the

10 provisions o f  (7)(A ) o f  this section, revenue from transportation contracts

11 covers the cost o f  the expansion, including increased fuel costs, and a

12 reasonable return on capital as authorized by the Federal Energy R egulatory

13 C om m ission or the R egulatory Com m ission o f  A laska, as applicable, and there

14 is no impairment o f  the proposed project's ability to recover the costs o f
15 existing facilities;

16 (B ) "reasonable engineering increm ents" m eans the amount o f

17 additional capacity that could be added by com pression or a pipe addition

18 using a com pressor size or pipe size, as applicable, that is substantially sim ilar
19 to the original com pressor size and the original pipe size;

0 1 (7) com m it to

1 (A ) propose and support recovery o f  m ainline canacity

2 expansion costs from all m ainline system  users through rollcd-in rates i f  the

3 recovery o f  all expansion costs through rollcd-in rates w ould increase existing

* shippers' rates by not more than 15 percent above the initial m axim um  recourse

5 rates from the North Slope to the proposed project's downstream  terminus; i f

3 rolled-in expansion costs w ould increase existing shippers' rates from the

f No; in Slope to the project's downstream  terminus by more than 15 percent,

i propose and support the partial roll-in o f  m ainline expansion costs from all

increased by more than 15 percent above the initial m axim um  recourse rates 

from the North Slope to the proposed project's downstream  terminus; in this

C S H B  I77(0&G) -6- I!B0177b
N e w  T e x t  U n d e r l i n e d  [D E L E T E D  T E X T  B R A C K E T E D ]



1 subparagraph, "initial m axim um  recourse rates" m eans the highest cost-based
2 rates for any specific  transportation service set b y  the Federal E nergy

3 R egulatory Com m ission, the R egulatory C om m ission o f  A laska, or the

4 National E nergy Board o f  Canada, as appropriate at the time o f  the initial
5 regulatory approval o f  tj»e proposed project;

6 (B) consider proposing any com bination o f  incremental or

7 rolled-in rates Ibr recovery o f  costs o f  m ainline capacity  expansion that

exceeds the percent level described in (A ) o f  this paragraph;

9 (C) agree not to enter into a negotiated rate agreem ent that

10 w ould preclude collecting from any shipper, includipg a shipper with

11 negotiated rate agreem ents, the rolled-in rates that apr'required to be proposed

12 and supported under (A ) o f  this paragraph; in this subparagraph, "negotiated

13 rate agreem ent" means a transportation spfvice agreem ent that is subject to

14 rates that vary from the otherwise applicable cost-based rates, or recourse rates,
/

15 set out in a gas pipeline's tariff approved by the Federal Energy Regulatory

16 Com m ission, the R cgu lato iy 'C om m ission  o f  A laska, or the National Energy
17 Board o f  Canada, as appropriate;

18 (8) state how the applicant proposes to deal with a North Slope gas

19 treatment plant regardless o f  whether such a plant is part o f  the applicant's proposal,

20 and, to the extent that such a plant w ill be ow ned entirely or in part by the applicant,

21 com m it to seek certificate authority from the Federal Energy Regulatory Com m ission

22 i f  the proposed project is engaged in interstate com m erce or from the R egulatory

23 C om m ission o f  A laska if  the project is not engaged in interstate com m erce, for a

24 North Slope gas treatment plant that w ill be ow ned entirely or in part by the applicant

25 and, for rate-m aking purposes, com m it to value previously  ow ned assets that arc part

26 o f  the gas treatment plant at net book value; describe the gas treatment plant, including
%

27 its design, engineering, construction, ownership, and plan o f  opcratior^thc identity o f

28 any third party that w ill participate in the ow nership or operation o f  the gas treatment

29 plant, and the means by w hich the applicant w ill w ork to m inim ize the effect o f  the
30 costs o f  the facility on the tariff;

31 (9) propose a percentage and total dollar amount, to be specified in the

25-GH1060\M
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license, that w ill define the level o f  the state's contribution under 
A S  4 3 .9 0 .110 (a)(1)(A ) and (B);

(10) com m it to propose and support rates for the proposed project and 

for any N orth Slope gas treatment plant that the applicant m ay ow n, in w hole or in 

part, that are based on a capital structure for rate-m aking that consists o f  not less than 
70 percent debt;

( 1 1 )  describe the means for preventing or m anaging cost overruns for 

the proposed project, and the m easures for m inim izing the effect from any overruns;

(12 ) com m it to provide a m inim um  o f  five  delivery  points o f  natural 
gas in this state;

(13 ) com m it to offer firm transportation service to d c liv e iy  points in 

this state as part o f  the tariff regardless o f  w hether any shippers bid su ccessfu lly  in a 

binding open season for firm transportation service to delivery points in this state, and 

com m it to o ffer distance-sensitive rates to d elivery  points in this state consistent with 

18 C .F .R . 157.34(c)(8);

(14 ) com m it to establish a local headquarters in this state for the 
proposed project;     —----------

(15 )  com m it to hire qualified stat? residents for managem ent, 

engineering, construction, operation, m aintenance, and other positions on the proposed 

project and to contract with businesses located in the state to the extent perm itted by _  
law; ______________

31

(16 ) w aive the right to appeal the award to another applicant or the 

determ ination under A S  4 3 .9 0 .180(b) that no application merits the issuance o f  a 
license; ^

(17 )  com m it to negotiate, [pHO^-te| construction, a project labor 

agreem ent, to assure expedited construction and labor stability for the project by 
qualified residents o f  the state;

(18) com m it that the state contribution received by the licensee may 

not be included in the applicant's rate base and shall be used as a credit against the 
licensee's cost o f  service;

(19 ) provide a detailed description o f  the applicant; the affiliates o f  the

CSHB 177(0&G) -8- HB0I77b
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applicant; all partners, members o f  a jo in t venture, and other entities participating with 

the applicant in the application and the project proposed b y the applicant; and persons 

the applicant intends to in volve in the construction and operation o f  the proposed 

project; the description must include the nature o f  the affiliation for each person, the 

com m itm ents by the person to the applicant, and other inform ation relevant to the 

com m issioners' evaluation o f  the readiness and ability o f  the applicant to com plete the 

project presented in the application; and

(20) otherw ise demonstrate the readiness and ability  to perform  the 

activities specified in the application, including fo llo w in g  the detailed w ork plan, 
tim eline, and operation within the associated budget.

Sec. 43.90.140. Initial application review; additional information requests; 

complete applications, (a) The com m issioners shall review  each application to 

determ ine whether it meets the requirements in the request for applications and the 

requirements in A S  43.90.130. The com m issioners shall reject an application that does 

not m eet the requirements.

(b) The com m issioners m ay request additional inform ation relating to the 
application from an applicant for the purpose o f  evaluating an application that is not 

rejected under (a) o f  this section.

(c) A n application shall be rejected i f  the applicant fails to tim ely provide the 

inform ation requested under (b) o f  this section, or subm its additional inform ation in 

answ er to a request under (b) o f  this section that is not responsive.

(d) The com m issioners shall m ake a determ ination that an application not 

rejected under this section, including any requested additional inform ation, is 
com plete.

Sec. 43.90.150. Proprietary information and trade secrets, (a) A t the

request o f  the applicant, inform ation submitted under this chapter that the applicant 

identifies and demonstrates is proprietary or is a trade secret is confidential and not 

subject to public disclosure under A S  40.25 unless the applicant is granted a license 

under this chapter; after a license is awarded, all inform ation submitted by the licensee 
under this chapter shall be made public.

(b) I f  the com m issioners determ ine that the inform ation submitted by the

-9- CSHB I77(0&G)
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1 Q v  applicant is not proprietary or is not a trade secret, the com m issioners shall notify the

2 $  applicant and return the inform ation at the request o f  the applicant.

3 ^ (c) A n  applicant that protests or appeals the award o f  a license or the process

4 by w hich the award o f  a license is n r  ie  s M I  be considered to have consented to the

5 r ?  (\ disclosure o f  all o f  the inform ation submitted under this chapter b y  the applicant

6 m aking the protest or appeal, including inform ation that is confidential under (a) o f

7 this section.

8 (d) In this section, "proprietary" means that the inform ation is treated by the

9 applicant as confidential and the public disclosure o f  that inform ation w ould adversely

10 affect the com petitive position o f  the applicant, or m aterially dim inish the com m ercial

11 value o f  the inform ation to the applicant.

12 Sec. 43.90.160. Notice, review, and comment, (a) The com m issioners shall

13 publish notice and provide a 60-day period for public review  and com m ent on all

14 applications determ ined com plete under A S  43.90.140.

15 (b) A pplications received under this chapter are not public records and are not

16 subject to public disclosure under A S  40.25 until the com m issioners publish notice

17 under this section. H ow ever, information that the com m issioners have determ ined is

18 confidential under A S  43.90.150 m ay not be made public even after the notice is
19 published under (a) o f  this section, except as provided in A S  43.90.150. I f  information 

is held confidential under this subsection, the applicant shall provide a sum m ary o f  the 

inform ation satisfactory to the com m issioners and the com m issioners shall m ake the 

sum m ary availab le to the public.

(c) Inform ation provided by an applicant to the com m issioners under this 

chapter, including information determined by the com m issioners to be confidential 

under A S  43.90.150, shall be disclosed to the legislative auditor, the fiscal analyst who 

serves as head o f  the legislative finance division, agents and contractors o f  the 

legislative auditor and the fiscal analyst, and members o f  the legislature, upon request 

and after the individual m aking the request signs a confidentiality agreem ent prepared 
by the com m issioners.

Sec. 43.90.170. Application c valuation and ranking, (a) The com m issioners 

shall evaluate all applications determ ined to be com plete under A S  43.90.150 and rank

CSHB 177(0&G) *10-
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1 each application according to the net present value o f  the anticipated cash flow  to the

2 state from  the applicant's project proposal using the factors in (b) o f  this section and

3 w eighted by the project's likelihood o f  success based on the com m issioners'

( 4 ^  assessm ent o f  the factors listed in (c) o f  this section.

5 (b) W hen evaluating the net present value o f  anticipated cash flo w  to the state

6 from the applicant's project proposal, the com m issioners shall use an undiscounted

7 value and, at a m inim um , discount rates o f  two, five, and eigh t percent, and consider

8 (1)  how q uickly  the applicant proposes to begin construction o f  the

9 proposed project and how  quickly  the project w ill com m ence com m ercial operation;

10 (2) the w ellhead value o f  the gas determ ined by the destination market

11 value o f  the gas and estimated transportation costs;

12 (3) the ability o f  the applicant to prevent or reduce project cost
13 overruns that w ould increase the tariff;

14 (4) the initial design capacity o f  the applicant's project and the extent

15 to w hich the design can accom m odate low -cost expansion;

16 (5) the amount o f  the contribution by the state under

17 A S  4 3 .9 0 .110 (a)(1)(A ) and (B) proposed by the applicant under A S  43.90.130(9); and

18 (6) other factors found by the com m issioners to be relevant to the

19 evaluation o f  the net present value o f  the anticipated cash flow  to th? state.

20 (c) W hen evaluating the project's likelihood o f  success, the com m issioners
21 shall consider

22 (1)  the reasonableness, sp ecificity , and feasibility  o f  the applicant's

23 w ork plan, tim eline, and budget required to be subm itted under A S  43.90.130,

24 including the applicant's plan to m anage cost overruns, the degree to w hich the

25 applicant intends to insulate shippers from the effect o f  cost overruns, and the plan for

26 encouraging shippers to participate in the first binding open season;

27 (2) the financial resources o f  the applicant;

28 (3) the ability o f  the applicant to com ply with the proposed
29 perform ance schedule;

30 (4) the applicant's organization, experience, accounting and operational

31 controls, technical skills  or the ability to obtain them, necessary equipm ent or the
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1 ability to obtain the necessary equipment;

2 (5) the applicant's record o f

3 (A ) perform ance on projects not licensed under this chapter;
4 (B ) integrity and good business ethics; and

5 (6) other evidence and factors found by the com m issioners to be
6 relevant to the evaluation o f  the project's likelihood o f  success.

7 (d) In this section, "net present value" means the discounted value o f  a future
8 stream o f  cash flow .

9 Sec. 43.90.180. Notice to the legislature of intent to issue license; denial of

10 license, (a) If, after evaluation o f  com plete applications under A S  43.90.170 and

11 consideration o f  public comments received under A S  43.90.160, the com m issioners

12 determ ine that an application proposes a project that w ill sufficiently  m axim ize the

13 benefits to the people o f  this state and merits issuance o f  a license, the com m issioners
14 shall

15 ( 1 )  issue a determination, with written finding., addressing the basis for

16 the determ ination; the determination becom es a final agen cy action in accordance with
17 A S  43.90.190;

18 (2) publish a notice o f  intent to issue a license that includes findings
19 addressing the basis for the determination; and

20 (3) submit the determination along with the findings, supporting

21 docum entation, and a copy o f  the notice published under (2) o f  this subsection to the

22 presiding o fficer o f  each house o f  the legislature for action as provided in

23 A S  43.90.190.

24 (b) I f  the com m issioners determine that no application proposes a project that

25 sufficiently  m axim izes the benefits to the people o f  this state and merits issuance o f  a

26 license, the com m issioners shall issue a written notice o f  that determination and the

27 findings on w hich the determination is based.

28 (c) The com m issioners' determination under this (b) o f  this section is a final
29 agency action for purposes o f  appeal to the superior court.

30 (d) W ithin 90 days after a determination under (b) o f  this section, the

31 com m issioners m ay issue a new  request for applications for a license under
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1 A S  43.90.120.

2 Sec. 43.90.190. Legislative approval; issuance of license, (a) After the

3 presiding o ffice r  o f  each house o f  the legislature receives a determ ination from the

4 com m issioners under A S  43.90.180, the rules com m ittee o f  each house o f  the

5 legislature shall introduce a bill in the com m ittee's respective cham ber that provides

6 for the approval o f  the license proposed to be issued b y  the com m issioners.

7 (b) I f  a bill approving the issuance o f  the license becom es law, the

8 com m issioners shall issue the license as soon as practicable after the e ffective  date o f

9 the A c t  approving the issuance o f  the license. T h e issuance o f  the license approved by

10 the legislature is a final adm inistrative action on the date the license is issued for

11 purposes o f  appeal to the superior court.

12 (c) I f  the legislature fails to approve the issuance o f  the license, the

13 com m issioners m ay request new  applications for a license under A o  43.90.120.

14 Sec. 43.90.200. Certification by regulatory authority and project sanction.

15 (a) A  licensee that is awarded a certificate o f  public convenience and necessity from a

16 regulatory agen cy with jurisdiction over the project shall accept the certificate after all

17 rights o f  appeal relating to the certificate have expired.

18 (b) I f  the licensee has the ability at the time the certificate is awarded to

19 finance construction o f  the project through ownership o f  rights to produce and market

20 gas resources, firm transportation comm itments, or governm ent financing, the licensee

21 shall sanction the project within one year after the effective  date o f  the certificate o f

22 public convenience and necessity issued by the regulatory agen cy with jurisdiction
23 o ver the project.

24 (c) I f  the licensee docs not have the ability at the time the certificate is

25 awarded to finance construction o f  the project through ow nership o f  rights to produce

26 and market gas resources, firm transportation com m itm ents, or governm ent financing,

27 the licensee shall sanction the project within five years after the effective  date o f  the

28 certificate o f  public convenience and necessity issued by the regulatory agen cy with
29 jurisdiction  o ver the project.

30 (d) I f  the licensee fails to sanction the project tim ely as required under this
3 1 section, the licensee shall, upon request by the state
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1 (1 )  seek approval to abandon the project and transfer the certificate o f

2 public convenience and necessity to the state or the state's designee; and

3 (2) assign to the state or the state's designee all project data,

4  engineering designs, contracts, and permits ow ned or acquired by the licensee during

5 the term o f  the license as o f  the date o f  the abandonment or transfer.

6 (e) The transfer o f  any certificate o f  public convenience and necessity or

7 transfer under (d) o f  this section as a result o f  failure to com ply w ith (a), (b), or (c) o f

8 this section is at no cost to the state or - he state's designee.

9 (f) In this section, "time the certificate is awarded" means the date after which

10 all rights o f  appeal relating to the certificate have expired.

11 Sec. 43.90.210. Amendment of or modification to the project plan. Subject

12 to the approval o f  the com m issioners, a licensee m ay amend or m odify  its project plan

13 i f  the amendments cr m odifications are necessary as a result o f  changed circum stances

14 outside the licensee’s control and not reasonably foreseeable before the license was

15 issued. An amen rncnt or m odification approved under this section must be consistent

16 with the requirem ents in A S  43.90.130 and m ay not dim inish the net present value to

17 the state o f  the project or the likelihood o f  success for the project.

18 Sec. 43.90.220. Records, reports, conditions, and audit requirements, (a) A

19 licensee shall maintain com plete and accurate records o f  all expenditures and

20 com m itm ents o f  state contributions received under this chapter, including receipts and

21 records show ing the payment or cost o f  purchased items and services, the names and

22 addresses o f  the sellers and service providers, and the dates o f  service or delivery.

23 (b) Upon reasonable notice, the com m issioners m ay audit the records o f  the

24 entity receiving a contribution from the state under this chapter relating to

25 expenditures, comm itments, or contributions under this chapter and m ay

26 (1)  exam ine all books, r~~ords, and files o f  the entity;

27 (2) conduct hearings or other investigative inquiri \  and com pel the

28 attendance o f  w itnesses and production o f  documents; and

29 (3) require the entity to furnish information and docum ents relating to

30 the project in hard copy or electronic format.

31 (c) A fter a license has been issued and so long as the terms o f  the licersc
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1 continue to apply, the licensee shall a llo w  the com m issioners to

2 (1)  have a representative present at all m eetings o f  the licensee’s

3 governing body and m eetings o f  equity holders that relate to the project;

4 (2) receive all relevant notices and inform ation sent to the governing
5 body and equity holders;

6 (3) enjoy the sam e access to inform ation about the licensee as the

7 governing body members and equity ow ners receive; and

8 (4) receive relevant reports or inform ation from  the licensee that the

9 com m issioners reasonably request.

10 (d) A  licensee shall maintain the records and reports required under this

11 section for seven years from the date the licensee receives a contribution from  the state

12 under this chapter.

13 Sec. 43 .90 .230 . L icen se  v io latio n s; dam ages, (a) A  licensee is in violation o f

14 the license i f  the com m issioners determ ine that the licensee has

15 (1) comm itted a contribution received from the state under this chapter

16 for an expenditure that is not a qualified expenditure under A S  43.90 .110 ;

P  (2) substantially departed from the specifications in the application

18 without state approval o f  an amendm ent or m odification as required under

19 A S  43.90.210;

20 (3) violated any provision o f  this chapter or any other provision o f

21 state or federal law material to the license; or

22 (4) otherwise violated a material term o f  the license.

23 ( i T he com m issioners shall provide a written notice to the licensee that

24 identifies a license violation. The com m issioners and the licensee shall have 90 days

25 after the date the notice is issued to inform ally resolve the violation.

26 (c) The com m issioners m ay suspend disbursem ent o f  state contributions on

27 the date the notice in (b) o f  this section is sent to the licensee. The com m issioners m ay

28 resume disbursement on the date that the com m issioners determ ine that the license

29 violation is cured.

30 (d) I f  the com m issioners and the licensee are unable under (b) o f  this section

31 to resolve the issue o f  whether a violation has occurred, the com m issioners shall
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1 provide the licensee with notice that the violation has not been cured and provide the

2 opportunity for the licensee to be heard. I f  after notice and hearing the com m issioners

3 determ ine that the violation has not been cured, the com m issioners shall issue a

4 written decision  that is a final adm inistrative action for purposes o f  appeal to the
5 superior court.

6 (e) I f  the determ ination issued under (d) o f  this section finds that a violation

7 has not been cured, the com m issioners m ay im pose one or m ore o f  the fo llow ing
8 rem edies:

9 (1 )  discontinuation o f  state contributions under this chapter;

10 (2) recoupm ent o f  state m oney that the licensee has received under this

11 chapter to date, with interest, regardless o f  w hether the licensee has expended or

12 com m itted that m oney;

13 (3) license revocation;

14 (4) assignm ent to the state or the state's designee o f  all project data,

15 engineering designs, contracts, and perm its related to the project that are acquired by

16 the licensee during the term o f  the license;

17 (5) any other rem edies provided by law  or in equity.

18 (f) I f  the license is revoked under (e) o f  this section, the licensee

19 (1 )  m ay not sub an application for the license in the event a request

20 for applications is issued under A S  43.90.120 after the date o f  revocation; and

21 (2) shall deliver to the state all project data, engineering designs,

22 contracts, rights-of-w ay, and other w ork product o f  the licensee that is related to the

23 licensed project.

24 Sec. 43.90.240. A b a n d o n m e n t o f  p ro je ct, (a) I f  the com m issioners and the

25 licensee agree that the project is uneconom ic, the project shall be abandoned, the

26 entitlement provided for in A S  4 3 .90 .110  terminated and the state and the licensee no

27 longer have an obligation unJcr this chapter with respect to the license, except for

28 requirem ents im posed on the licensee under (d) o f  this section and A S  43.90.220.

29 (b) I f  the com m issioners and the licensee do not agree that the project is

30 uneconom ic, the disagreem ent shall be settled by arbitration adm inistered by the

31 A m erican Arbitration A ssociation  under its C om m ercial Arbitration Rules, and
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1 judgm ent on the award rendered by the arbitrators m ay be entered in any court o f

2 com petent jurisdiction. In the event o f  arbitration, each party shall select an arbitrator

3 and the tw o arbitrators shall appoint a third arbitrator from the A m erican Arbitration

4 A ssociation 's National Roster w ho shall serve as the chair o f  the three m ember

5 arbitration panel. I f  the arbitration panel determ ines that the project is

6 (1)  uneconom ' % the project shall be abandoned and the state and the

7 licensee no longer have an obligation under this chapter with respect to the license,

8 except for requirements imposed on the licensee under (d) o f  this section and

9 A S  43.90.220; or

10 (2) not uneconom ic, the obligations o f  the licensee and the state

11 continue under this chapter and the terms o f  the license.

12 (c) I f  the state m akes a paym ent to the licensee under A S  43.90.440, the

13 license is considered abandoned, and the state and the licensee no longer have any

14 obligations under this chapter with respect to the license, except that the licensee must

15 com p ly  with the

16 (1) requirements imposed on the licensee under A S  43.90.220

17 regarding state m oney received by the licensee before the license was considered

18 abandoned; and

19 (2) requirements o f  A S  43.90.440.

20 (d) I f  the com m issioners and the licensee agree that the project is uneconom ic

21 or an arbitration panel m akes a final determination that the project is uneconom ic, the

22 licensee shall deliver to the state or the state's designee all project data, engineering
23 designs, contracts, and permits related to the licensed project on reimbursement by the

24 state o f  the net amount o f  expenditures incurred and paid by the licensee that arc

25 qualified expenditures for the purposes o f  A S  43.90.110 .

26 Sec. 43.90.250. Alaska Gasline Inducement Act coordinator, (a) There is

27 created in the o ffice  o f  the governor the position o f  A laska G asline Inducement A ct

28 coordinator. Adm inistrative support for the position shall be provided by the o ffice  o f

29 the governor. The position shall continue until one year after com m encem ent o f
30 com m ercial operations o f  the project.

31 (b) The governor shall appoint a person to the position o f  A laska G asline
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1 Inducem ent A ct coordinator. T he initial appointm ent is subject to confirm ation by the

2 legislature and an appointment is subject to reconfirm ation by the legislature during

3 the first regular legislative session after a general election at w hich a governor is

4 elected. T h e  person m ay be rem oved from  the position at the discretion o f  the

5 governor.

6 (c) The A lask a  G asline Inducement A c t coordinator is entitled to receive an

7 annual salary equal to Step A , R ange 28, o f  the salary schedule set out in

8 A S  39.27.011 (a) for Juneau.

9 (d) The A laska  G asline Inducement A c t  coordinator shall, in conjunction with

10 the com m issioners,

11 (1)  coordinate expeditious perform ance o f  all activities by state

12 agen cies for the project;
13 (2) ensure com pliance by state agencies w ith the provisions o f  this

14 chapter; and

15 (3) coordinate with the O ffice  o f  the Federal Coordinator for A laska

16 Natural G as Transportation Projects (29 U .S .C . 720d) for natural gas transportation

17 projects in the state.

18 Sec. 43.90.260. Expedited review and action b y state agencies, (a) A  review

19 conducted and action taken by a state agency relating to the project shall be expedited

20 in a manner consistent with the com pletion o f  the necessary approvals in accordance

21 with this chapter.

22 (b) N otw ithstanding any contrary provision o f  law, a state agen cy m ay not

23 include in any project certificate, right-of-w ay, permit, or other authorization issued to

24 the licensee a term or condition that is not required by law i f  the coordinator

25 determ ines that the term or condition w ould prevent or impair in any significant

26 respect the expeditious construction and operation or expansion o f  the project.

27 (c) U nless required by law , a state agency m ay not add to, amend, or abrogate

28 a certificate, right-of-w ay, permit, or other authorization issued to a licensee i f  the

29 coordinator determ ines that the action w ould prevent or impair in any significant

30 respect the expeditious construction, operation, or expansion o f  the project.

31 Article 3. Resource Inducement.
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Sec. 43.90.300. Qualification for resource inducement. N otw ithstanding any 
contrary provision o f  law, a lessee or other person that dem onstrates to the satisfaction 

o f  the com m issioners that the person has com m itted to acquire firm  transportation 

capacity in the first binding open season o f  the project is qualified to receive the 

resource inducement set out in A S  43.90.310 and 43.90.320 for gas produced on the 

North Slope and shipped in firm transportation capacity acquired in the first binding 

open season o f  the project. The inducement in A S  43.90.310 and 43.90.320 are 
contractual.

Sec. 43.90.310. Royalty inducement, (a) B efore the start o f  the first binding 

open season to be conducted by the licensee, the com m issioner o f  natural resources 

shall adopt regulations that provide a method to determ ine the m onthly value o f  the 

state's royalty share o f  gas production and provide terms under w hich  the state w ill 

exercise its right to switch between taking its royalty in value or in kind for gas 

com m itted for firm transportation in the first binding open season o f  the project.

(b) The regulations must

(1) m inim ize retroactive adjustments to the m onthly value o f  the state's 
royalty share o f  gas production;

(2) provide a method for establishing a fair market value for each 

com ponent o f  the state's royalty gas that is based on pricing data from reliable and 

w id ely  available industry trade publications and that uses appropriate adjustments to 

reflect

(A ) deductions for actual and reasonable transportation costs 

for the state's royalty gas, including a reasonable share o f  the costs associated 

with unused capacity com m itm ents on gas pipelines from the North Slope to 

the first destination market with reasonable market liquidity;

(B ) location differentials between the destination markets 

where North Slope gas could be sold;

(C ) reasonable and actual costs for gas processing; and

(D ) deductions permitted under the 1980 R oyalty  Settlem ent 

A greem ent for Prudhoe Bay gas;

(3) establish terms under w hich the state w ill exercise its authority to
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1 sw itch betw een taking its royalty gas in value and in kind to ensure that the state's
2 actions do not unreasonably

3 (A ) cause the lessee or other qualified person to bear

4 disproportionate transportation costs with respect to the state's royalty gas;

5 (B ) interfere with ihe long-term  m arketing b y  a lessee or
6 another person o f  its production.

7 (c) I f  a lessee or other person qualified for resource inducement under

8 A S  43.90.300 agrees under (d) o f  this section, the lessee or other person is entitled to
9 elect whether

10 (1 )  to calculate its gas royalty obligation under the regulations adopted

11 under (a) o f  this section for natural gas transported on a firm contract negotiated

12 during the project's first binding opc season or under the m ethodology set out in the

13 existing leases from w hich the gas is produced; with the consent o f  the lessee, the

14 com m issioner o f  natural resources shall contractually amend the existing lease to

15 reflect the election under this paragraph and incorporate into the lease, the terms o f  the

16 relevant regulations as fixed contract terms; the election under this paragraph remains

17 in effect until new  regulations are adopted as a result o f  the review  under (e) o f  this

18 section, when a lessee or other person qualified under A S  43.90.300 m ay change its

19 election under this paragraph; on the request o f  the lessee, the com m issioner o f  natural

20 resources shall contractually amend the lease to incorporate as fixed contract terms,

21 the relevant revised regulatory provisions; or

22 (2) to enter into a contract with the state that amends the existing lease

23 terms by extending the required period o f  notice that the state must provide before

24 exercising the state's right to switch between taking its royalty in value or in kind for

25 gas com m itted for firm transportation in the first binding open season o f  the project.

26 (d) To claim  the inducement under (c) o f  this section, a lessee or other
27 qualified person shall agree, on an application form provided by the Department o f

28 Natural Resources, that the lessee or qualified person, and the affiliates, successors,

29 assigns, and agents o f  the lessee or qualified person, w ill not protest or appeal a filing

30 by the licensee to roll in expansion costs o f  the m ainline up to a level that is required

31 in A S  43.90.130(7) i f  the Federal Energy R egulatory Com m ission does not have a
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1 p o licy  in effect that presum es that rolled-in rates apply to the recovery o f  expansion

2 costs for the project; the agreem ent not to protest m ay not preclude the lessee or other

3 qualified person, or the affiliates, successors, assigns, and agents o f  the lessee or other

4 qualified person, from  protesting a filing to ro l’ in m ainline expansion costs that

5 licensee is not required to propose and support under A S  43.90.130(7).

6 (e) The com m issioner o f  natural resouices shall provide for review  o f  the

7 regulations adopted under (a) o f  this section at least every  two years after the

8 com m encem ent o f  com m ercial operations to determ ine w hether the regulations

9 continue to m inim ize retroactive adjustments to the m onthly value o f  the state's

10 royalty share o f  gas production under current conditions; the com m issioner shall

11 amend the regulations when the requirement is not being met.

12 (f) N o  provision o f  this chapter precludes the election  set out in (c) o f  this

13 section, nor m ay the com m issioner o f  natural resources assert any provision o f  any

14 existing lease or unit agreem ent as precluding the elections set out in (c) o f  this

15 section.

16 S ec. 43.90.320. G a s p ro d u ctio n  tax  exem p tion , (a) I f  a p ers'" ’ qualified for

17 resource inducem ent under A S  43.90.300 agrees undci (c) o f  this section, the person is

18 entitled to an annual exem ption from the state’s gas production tax in an amount equal

19 to the d ifference between the amount o f  the person's gas production tax obligation

20 calculated under the gas production tax in e ffect during that tax year and the amount o f

21 the person's gas production tax obligation calculated under the gas production tax in

22 effect at the start o f  the first binding open season held under this chapter. I f  the

23 difference is less than zero, the gas production tax exem ption is zero

24 (b) The exem ption under this section shall be issued by the com m issioner o f

25 revenue in a certificate signed by the person and the com m issioner, and the certificate

26 shall constitute a contract between the person and the state; the certificated exem ption

27 m ay be applied within 10 years im m ediately fo llow ing com m encem ent o f  com m ercial

28 operations o f  the project only to production taxes that are levied on North Slope gas

29 shipped through firm transportation capacity the person acquired during the first
30 binding open season.

31 (c) The exem ption issued under (b) o f  this section must contain a contractual
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1 com m itm ent that the person and the person's affiliates, successors, assigns, or agents

2 w ill not protest or appeal a filing by the licensee to roll in m ainline expansion costs up

3 to the level that the licensee is required to propose and support under A S  43.90.130(7)

4 i f  the Federal E nergy Regulatory Com m ission does not have a p olicy  in e ffect that

3 presumes that rolled-in rates apply to the recovery o f  expansion costs for the project;

6 the contractual com m itm ent required under this subsection m ay not preclude the

7 person or the person's affiliates, successors, assigns, and agents, from protesting a

8 filin g  to roll in m ainline expansion costs that the licensee is not required to propose

9 and support under A S  43.90.130(7).

10 Article 4. Miscellaneous Provisions.

11 Sec. 43.90.400. Alaska Gasline Inducement Act matching contribution

12 fund; disbursements; audits, (a) There is established in the general fund an A laska

13 G asline Inducem ent A ct m atching contribution fund. The fund consists o f  m oney

14 appropriated to it by  the legislature for disbursement to p ay the state's contributions

15 under A S  43.90 .110 . M oney appropriated to the fund m ay be spent for the purposes o f

16 the fund without further appropriation. Appropriations to the fund do not lapse under

17 A S  37.25.010, but remain in the fund for future disbursements. N othing in this
18 subsection creates a dedicated fund.

19 (b) The Department o f  R evenue shall m anage the fund, and m ay invest m oney

20 in the fund so as to yield  com petitive market rates as provided in A S  37.10 .071.

21 Incom e earned on the fund shall be accounted for separately and m ay be appropriated
22 to the fund.

23 (c) T he com m issioners shall adopt regulations that provide for application to

24 receive contributions for qualified expenditures as provided under A S  43.90.110 , and

25 that provide for periodic audits o f  the use o f  m oney disbursed as contributions under
26 this chapter.

27 (d) W ithin 10 days after the convening o f  each regular session o f  the

28 legislature, the com m issioners shall submit to the legislature a report that lists the

29 disbursem ents from the fund during the preceding fiscal year with a written

30 justification  for each disbursement and the projected amount o f  m oney that w ill be

31 required for contributions in each o f  the next three fiscal years.
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Sec. 43.90.410. Regulations. The com m issioner o f  revenue m ay adopt 
regulations on b eh alf o f  the com m issioners for the purpose o f  implementing the 

provisions o f  this chapter. T h e com m issioner o f  revenue and the com m issioner o f  

natural resources m ay change regulations adopted under authority outside o f  this 

chapter as necessary to im plement the provisions o f  this chapter.

Sec. 43.90.420. Statute of limitations. A  person m ay not bring a judicial 

action challenging the constitutionality o f  this chapter or a license issued under this 

chapter unless the action is com m enced in a court o f  com petent jurisdiction in this 

state w ithin 90 days after the date that a license is issued.

Sec. 43.90.430. Interest. W hen a paym ent due to the state under this chapter 

becom es delinquent, the paym ent bears interest at the rate applicable to a delinquent 

tax under A S  43.05.225.

Sec. 43.90.440. Licensed project assurances, (a) Except as otherwise 

provided in this chapter, the state grants a licensee assurances that the licensee has 

exclu sive  enjoym ent o f  the inducement provided under this chapter before the 

com m encem ent o f  com m ercial operations. If, before the com m encem ent o f  

com m ercial operations, the state extends to another person preferential royalty, tax, or 

m onetary treatment for the purpose o f  facilitating the construction o f  a com peting 

natural gas pipeline project in this state and i f  the licensee is in com pliance with the 

requirem ents o f  the license and with the requirements o f  state and federal statutes and 

regulations relevant to the project, the licensee is entitled to paym ent from the state o f  

an amount equal to three times the total amount o f  the expenditures incurred and paid 

by the licensee that are qualified expenditures for the purposes o f  A S  43.90 .110 that 

the licensee incurred in developing the licensee's project before the date that the state 

first c> tended preferential treatment to another person. Upon paym ent by the state o f  

the amount ow ed under this section, the licensee shall, at no additional cost to the 

state, assign to the state or the state's designee all project data, engineering designs, 

contracts, and permits related to the project that are owned or were acquired by the 

licensee during the term o f  the license.

(b) In this section, "com peting natural gas project" means a project designed 

to accom m odate throughput o f  m ore than 500,000,000 cubic feet o f  North Slope gas a
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1 day.

2 Sec. 43.90.450. Assignments, (a) A  licensee m ay transfer all or part o f  the

3 license, including the rights and obligations arising under the license, i f

4 (1 )  the transfer is approved in w riting in advance by the

5 com m issioners; and

6 (2) the transfer does not increase or dim inish the obligations created by

7 the license or dim inish the likelihood o f  success o f  the project or the net present value

8 o f  the license to the state.

9 (b) N otwithstanding the com m issioners' approval o f  a transfei f  all or part o f

10 a license under (a) o f  this section, the transferor o f  the license remains subject to the

11 requirem ents o f  A S  43.90.220 for all state m oney received by the licensee before the

12 effective  date o f  the transfer.
13 (c) A  person m ay transfer that person's rights to the royalty inducement under

14 A S  43.90.310 and the gas production tax exem ptions under A S  43.90.320 only in

15 connection with a sale or m erger that results in transfer o f  all the person's assets in the

16 North Slope o f  this state, along with the person's firm transportation capacity contracts

17 in the project.

18 Sec. 43.90.460. Conflicting laws. N othing in this chapter shall be construed to

19 repeal or abrogate the adm inistrative, regulatory, or statutory procedures and functions

20 o f  state and federal law  governing the developm ent and oversight o f  a project.

21 Sec. 43.90.470. State pipeline employment development. The com m issioner

22 o f  labor and w orkforce developm ent shall develop a jo b  training program that w ill

23 provide training for A laskans in gas pipeline project m anagem ent, construction,

24 operations, maintenance, and other gas pipeline-related positions.

25 Article 5. General Provisions.

26 Sec. 43.90.900. Definitions. In this chapter, unless the context otherwise

27 requires,

28 (1 )  "affiliate" means another person that controls, is controlled by, or is

29 under com m on control with a person and includes a division that operates as a

30 functional unit;

31 (2) "A laska G asline Inducement A ct coordinator" and "coordinator"
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1 means the person appointed under AS 43.90.2^0;
2 (3) "commencement of commercial operations" means the first flow of
3 gas in the project that generates revenue to the owners;
4 (4) "commissioners" means the commissioner of revenue and the
5 commissioner of natural resources;
6 (5) "control" means the possession of ownership interest or authority
7 sufficient to, directly or indirectly, and whether acting alone or in conjunction with
8 others, direct or cause the direction of the management or policies of a company, and
9 is rebuttably presumed if the voting interest held is 10 percent or more;

10 (6) "equity holder" means the
11 (A) stockholders of a corporation;
12 (B) members of a limited liability company;
13 (C) partners of a partnership;
14 (D) joint venturers of a joint venture;
15 (E) members of a governmental authority and similar persons;
16 or
17 (F) holders of any other entity or person;
18 (7) "gas processing" means the treatment of gas downstream of Lie
19 point of production to extract natural gas liquids;
20 (8) "governing body" means a corporation's board of directors, a
21 limited liability company's managing members, a partnership’s general partners, a joint
22 venturer's joint venturers, a governmental authority's board or council members, and
23 similar entities;
24 (9) "lease" means an oil and gas, or gas only, lease issued by this state;
25 (10) "lessee" means a person that holds a working interest in an oil and
26 gas, or gas only, lease issued by this state;
27 (11) "license" means a license issued under this chapter;
28 (12) "licensee" means the holder of a license issued under this chapter
29 and all affiliates, successors, assigns, and agents of the holder;
30 (13) "North Slope" means that part of the state that lies North of 68
31 degrees North latitude;
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1 (14) "North Slope gas" means natural gas produced on the North
2 Slope;
3 (15) "open season" means the period during which a shipper may
4 commit to use a portion of the capacity of the project for the transportation of natural
5 gas;
6 (16) "project" means a natural gas pipeline project authorized under a
7 license issued under this chapter;
8 (17) "recourse rates" means cost-based rates with a minimum and
9 maximum range that are approved by the Federal Energy Regulatory Commission, the

10 Regulatory Commission of Alaska, or the National Energy Board of Canada, as
11 appropriate, and set out in the pipeline's tariff; "recourse rates" includes only those
12 rates that the pipeline must make available to all shippers;
13 (18) "sanction" means financial commitments to go forward with the
14 project as evidenced by entering into financial commitments of at least
15 $ 1,000,000,000 with third parties;
16 (19) "under common control with" has the meaning given "control" in
17 this section;
18 (20) "unit agreement" means an agreement executed by the working
19 interest owners and royalty owners creating the unit.
20 See. 43.90.990. Short title. This chapter may be cited as the Alaska Gasline
21 Inducement Act.
22 * Sec. 2. AS 36.30.850(b) is amended by adding a new paragraph to read:
23 (45) contracts for an arbitration panel to determine abandonment of a
24 project under AS 43.90.240, and contracts for the development of application
25 provisions for licensure and for the evaluation of those applications under AS 43.90.
26 * Sec. 3. AS 39.25.110 is amended by adding a new paragraph to mad:
27 (41) the Alaska Gasline Inducement Act coordinator appointed under
28 AS 43.90.250.
29 * Sec. 4. AS 40.25.120(a) is amended to read:
30 (a) Every person has a right to inspect a public record in the state, including
31 public records in recorders' offices, except
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1 (1) records of vital statistics and adoption proceedings, which shall be
2 treated in the manner required by AS 18.50;
3 (2) records pertaining to juveniles unless disclosure is authorized by
4 law;
5 (3) medical and related public health records;
6 (4) records required to be kept confidential by a federal law or
7 regulation or by state law;
8 (5) to the extent the records are required to be kept confidential under
9 20 U.S.C. 1232g and the regulations adopted under 20 U.S.C. 1232g in order to secure

10 or retain federal assistance;
11 (6) records or information compiled for law enforcement purposes, but
12 only to the extent that the production of the law enforcement records or information
13 (A) could reasonably be expected to interfere with enforcement
14 proceedings;
15 (B) would deprive a person of a right to a fair trial or an
16 impartial adjudication;
17 (C) could reasonably be expected to constitute an unwarranted
18 invasion of the personal privacy of a suspect, defendant, victim, or witness;
19 (D) could reasonably be expected to disclose the identity of a
20 confidential source;
21 (E) would disclose confidential techniques and procedures for
22 law enforcement investigations or prosecutions;
23 (F) would disclose guidelines for law enforcement
24 investigations or prosecutions if the disclosure could reasonably be expected to
25 risk circumvention of the law; or
26 (G) could reasonably be expected to endanger the life or
27 physical safety of an individual;
28 (7) names, addresses, and other information identifying a person as a
29 participant in the Alaska Higher Education Savings Trust under AS 14.40.802 or the
30 advance college tuition savings program under AS 14.40.803 - 14.40.817;
31 (8) public records containing information that would disclose or might
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1 lead to the disclosure of a component in the process used to execute or ad .pi an
2 electronic signature if the disclosure would or might cause the electronic signature to
3 cease being under the sole control of the person using it;
4 (9) reports submitted under AS 05.25.030 concerning certain
5 collisions, accidents, or other casualties involving boats;
6 (10) records or information pertaining to a plan, program, or
7 procedures for establishing, maintaining, or restoring security in the state, or to a
8 detailed description or evaluation of systems, facilities, or infrastructure in the state,
9 but only to the extent that the production of the records or information

10 (A) could reasonably be expected to interfere with the
11 implementation or enforcement of the security plan, program, or procedures;
12 (B) would disclose confidential guidelines for investigations or
13 enforcement and the disclosure could reasonably be expected to risk
14 circumvention of the law; or
15 (C) could reasonably be expected to endanger the life or
16 physical safety of an individual or to present a real and substantial risk to the
17 public health and welfare;
18 (11) the written notification regarding a proposed regulation provided
19 under AS 24.20.105 to the Department of Law and the affected state agency and
20 communications between the Legislative Affairs Agency, the Department of Law, and
21 the affected state agency under AS 24.20.105^
22 (12) records tha t a re

23 (A) p roprietary  o r a trade  secret in accordance with

24 AS 43.90.150;

25 (B) applications that are  received under AS 43.90.120 -

26 43.90.140 until notice is published under AS 43.90.160,

27 * Sec. 5. AS 42.45 is amended by adding a new section to read:
28 Sec. 42.45.025. Gas utility revolving loan fund, (a) The gas utility revolving
29 loan fund is established in the authority, The fund consists of
30 (1) appropriations made to the fund; and
31 (2) repayments of principal and interest on loans made under this
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1 section.

2 (b) The authority may make loans from the gas utility revolving loan fund to
3 gas utilities certificated under AS 42.05. A loan from the fund may be made only for
4 the purpose of constructing or extending new gas service into an area of the state that a
5 gas utility may serve under a certificate of public convenience and necessity issued
6 under AS 42.05. A loan may be made from the fund to a gas utility if the utility invests
7 the money necessary to provide service for each consumer for whom service would be
8 provided by the construction or extension of gas service.
9 (c) A loan from the gas utility revolving loan fund shall bear an annual rate of

10 interest of two percent of the unpaid balance of the loan.
11 (d) When the authority makes a loan under this section, the gas utility
12 receiving the loan shall
13 (1) in addition to the rates that it is authorized to charge, charge the
14 consumers served by the gas service constructed or extended with the loan proceeds an
15 amount sufficient to pay the interest costs of the loan;
16 (2) pay to the authority annually an amount equal to
17 (A) interest of two percent on the unpaid balance of the loan;
18 and
19 (B) payments on the unpaid balance of the principal of the loan
20 for each new consumer served by the gas service constructed or extended with
21 the loan proceeds; payments on the unpaid balance of the principal of the loan
22 shall be made at a rate equal to the difference between the actual cost of
23 making the service connection to the consumers and the minimum investment
24 for each consumer required of the utility before a loan is made under (b) of this
25 section.
26 (e) The authority shall
27 (1) adopt regulations necessary to carry out the provisions of this
28 section; and
29 (2) administer the gas utility revolving loan fund.
30 (f) Money in the gas utility revolving loan fund may be used by the legislature
31 to make appropriations for costs of administering the fund.
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(g) On June 30 of each fiscal year, the unexpended and unobligated cash 
balance of the fund that is attributable to loans owned by the fund lapses intc the 
general fund.

(h) In this section,
(1) "consumer" means a person or a governmental agency, if the 

person or governmental agency requests and offers to pay for gas service to a facility 
or part of a facility;

(2) "facility" means a structure capable of receiving and using natural 
gas energy; and

(3) "governmental agency" includes, with respect to tf e state or federal 
government or a municipal government, a legislative body, board of regents, 
administrative body, board, commission, committee, subcommittee, authority, council, 
agency, public corporation, school board, department, division, bureau, or other 
subordinate unit, whether advisory or otherwise, of the state, federal, or municipal 
government.

* Sec. 6. The uncodificd law of the State of Alaska is amended by adding a new section to 
read:

FIRST REQUEST FOR APPLICATIONS FOR THE LICENSE. It is the intent of the 
legislatu.s that the first request for applications for the license by the commissioners under 
AS 43.90.120 as enacted in sec. 1 of this Act be issued within 90 days after the effective date 
of this Act.

* Sec. 7. The uncodified law of the State of Alaska is amended by adding a new section to 
read:

SEVERABILITY. Under AS 01.10.030, if any provision of this Act, or the application 
of it to any person or circumstance, is held invalid, the remainder of this Act and the 
application to other persons or circumstances arc not affected.

* Sec. 8. The uncodified law of the State of Alaska is amended by adding a new section to 
read:

CONDITIONAL EFFECT. AS 42.45.025, enacted by sec. 5 or this Act, takes effect 
only if a natural gas pipeline project that provides fo. delivery points in the state receives a 
license under AS 43.90.
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1 * Sec. 9. If sec. 5 of this Act takes effect, it takes effect on the date a natural gas pipeline
2 project that provides for delivery points in the state receives a license under AS 43.90, as
3 enacted by sec. 1 of this Act.
4 * Sec. 10. Except as provided in sec. 9 of this Act, this Act takes effect immediately under
5 AS 01.10.070(c).
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CS F O R  H O U SE  B ILL NO. 177(R ES) |

IN THE LEGISLATURE OF THE STATE OF ALASKA !
TWENTY-FIFTH LEGISLATURE - FIRS T SESSION |

BY THE HOUSE RESOURCES COM M ITTEE I

Offered: J
Referred: j

Sponsor(s): HOUSE RULES COM M ITTEE BY REQUEST OF THE GOVERNOR

A B IL L  I

FO R  AN A C T E N T IT L E D  I

"A n  A ct re la tin g  to  the A laska G asline Inducem er A ct; p rov id ing  inducem ents fo r the 

co n stru c tio n  of a  n a tu ra l gas p ipeline and  ship; ers th a t i l im it  to  use th a t p ipeline; 

e s tab lish in g  the  A laska G asline  Inducem ent Act n o tc h in g  co n trib u tio n  fund ; provid ing  

fo r  a n  A laska G asline In d u cem en t A ct coordinat r; m ak ing  conform ing  am endm ents; 

a n d  p i oviding fo r an  effective d a te ."  I

B E  IT  E N A C TED  BY T H E  L E G ISL A T U R E  O F T H E  S T A T E  O F  ALA SK A : [

* Section 1. AS 43 is amended by adding a new chapter to read: ,
C h a p te r  90. A laska G asline Inducem en t Act. ^

A rticle I. Ind u cem en t to C onstruction  o f a N atu ra l G as P ipeline in this S tate.

Sec. 43.90.010. P urpose . The puipose of this chapter is to encourage 
expedited construction of a natural gas pipeline that ,

(1) facilitates commercialization of North Slope gas resources in the 
state; I

J  CLTS '
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(2) promotes exploration and development of oil and gas resources on 
the North Slope;

(3) maximizes benefits to the people of the state from the development 
of oil and gas resources in the state; and

(4) encourages oil and gas lessees and other persons in the state to 
commit natural gas from the North Slope to a gas pipeline system for transportation to 
markets in this state or elsewhere.

A rtic le  2. A laska G asline In d u cem en t A ct License.

Sec. 43.90.100. G as p ro jec t, (a) The commissioner of revenue and the 
commissioner of natural resources, acting jointly, may award an Alaska Gasline 
Inducement Act license as provided in this chapter. The person awarded a license 
under this chapter is entitled to the inducement set out in AS 43.90.110.

(b) Nothing in this chapter precludes a person from pursuing a gas pipeline 
project independently from this chapter.

Sec. 43.90.110. N atu ra l gas p ipe line p ro je c t constru c tio n  inducem en t, (a) 
Subject to the limitations of this chapter, a license issued under this chapter entitles the 
licensee or its designated affiliate to receive

(1) subject to appropriation, state matching contributions in a total 
amount not to exceed $500,000,000, paid to the licensee during the five-year period 
immediately following the date the license is awarded; the payment penod may be 
extended under an amendment or modification under AS 43.90.210; a payment under 
this paragraph shall be made according to the following:

(A) on or before the close of the first binding open season, the
state shall match the licensee's qualified expenditures at the level specified in r------------the license; however, the state's matching contribution may not exceed 50 
percent of the qualified expenditures incurred before the end of the first 
binding open season;

(B) after the close of the first binding open season, the state 
snail match the licensee's qualified expenditures at the level specified in the 
lice.^e; however, the state's matching contribution may not be greater than 80 
percent of the qualified expenditures incurred after the close of the first
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binding open season;
(C) a qualified expenditure is a cost that is incurred after the 

license is issued under this chapter, is incurred by the licensee or the licensee's 
designated affiliate, and is directly and reasonably related to obtaining a0fcertificate .of public convenience and necessity from the Federal Energy 
Regulatory Commission or the Regulatory Commission of Alaska, as 
appropriate, for development of the project; "qualified expenditure" does not 
include overhead costs, litigation costs, the cost of an asset or work product 
acquired by the licensee before the license is issued, civil penalties, criminal 
penalties, or fines;

(2) the benefit of an Alaska Gasline Inducement Act coordinator v/ho 
has the authority prescribed in AS 43.90.250; and

(3) the benefits of coordination with qualified training organizations 
that prepare individuals for employment in gas pipeline project management, 
construction, operation, maintenance, and other gas pipeline-related positions.

(b) The commissioner of revenue in consultation with the commissioner of 
natural resources shall adopt regulations for determining whether an expenditure is a 
qualified expenditure for the purposes of (a) of this section.

Sec. 43.90.120. R eq u est fo r app lications fo r th e  license, (a) The 
commissioners shall commence a public process to request applications for a license 
under this chapter as soon as practicable after the effective date of thi° chapter.

(b) The commissioners may use independent contractors to assist them in 
developing the application and in evaluating the applications received.

(c) The provisions Oi AS 36.30 do not apply to requests for applications under 
this chapter. | ‘f

Sec. 43.90.130. A pplication  requ irem en ts. In order to be considered for the 
license, an applicant shall file an application that is consistent with the terms of the 
request for applications under AS 43.90.120 and shall

(1) file the application by the deadline established by the 
commissioners in the request for applications;

(2) provide a detailed description of a proposed natural gas pipeline

-3-
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project for transporting natural gas from the North Slope to market,_ which may 
include multiple design proposals, including different proposals for pipe diameter.
wall thickness, and trans; ortation capacity, and which shall include

(A) the route proposed for the natural gas pipeline;
(B) the location of receipt and delivery points and the size and 

design capacity of the proposed natural gas pipeline at the proposed receipt and 
delivery points, except that this information is not required for in-state deliver 
points;^ U ' 1 s—' c ; ' 1%-t’ ri !(C) an analysis demonstrating the economic and technical 
viability of the project;

(D) an economically and technically viable work plan, timeline, 
and associated budget for developing the proposed project and work associated 
with the project that includes field work, environmental studies, design and 
engineering, implementing practices for controlling carbon emissions from 
natural gas systems as established by the United States Environmental 
Protection Agency, and complying with all applicable state, federal, and 
international regulatory requirements that affect the proposed project; the 
applicant shall address the following:

(i) if the proposed project involves a pipeline into or 
through Canada, a detailed description of the applicant's plan to obtain 
necessary rights-of-way and authorizations in Canada, a description of 
the transportation services to be provided and a description of rate- 
making methodologies the applicant will propose to the regulatory 
agencies, an estimate of rates and charges for all services, and a 
detailed description of all access and tariff terms that the applicant 
would propose to offer;

(ii) if the proposed project involves marine 
transportation of liquefied natural gas, a description of the marine 
transportation services to be provided and a description of proposed 
rate-making methodologies; an estimate of rates and charges for all 
services by third parties; a detailed description of all proposed access

v Y>
y
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and tariff terms for liquefaction services or, if a third party would 
perform liquefaction services, the identification of that third party and 
the terms applicable to the liquefaction services; a complete description 
of the marine segment of the project, including the proposed 
ownership, control, and cost of liquefied natural gas tankers, the 
management of shipping services, liquefied natural gas export 
destination, regasification facilities an 1 pipeline facilities needed for 
transport to market destinations; the entity or entities that would be 
required to obtain necessary export permits and licenses or a certificate 
of public convenience and necessity from the Federal Energy 
Regulatory Commission for the transportation of liquefied natural gas 
in interstate commerce if United States markets are proposed; and all 
rights-of-way or authorizations required from a foreign country;
(3) if the proposed project is within the jurisdiction of the Federal

Energy Regulatory Commission, commit to
(A) conclude, by a date certain that is not later than 36 months 

after the date the license is issued, a binding open season that is consistent with 
the requirements of 18 C.F.R. Part 157, Subpart B (Open Seasons for Alaska 
Natural Gas Transportation Projects) and 18 C.F.R. 157.30 - 157.39;

to use the pre-filing procedures set out in 18 C.F.R. 157.21 by a date certain, 
and use those procedures before filing an application for a certificate or 
amended certificate of public convenience and necessity; and

certificate or amended certificate: of public convenience and necessity to 
authorize the construction and operation of the proposed project described in 
this section by a date certain;

(4) if the proposed project is within the jurisdiction of the Regulatory 
Commission of Alaska, commit to

(A) conclude, by a date certain that is not later than 36 months 
after the date the license is issued, a binding open season that is consistent with

(B) apply for Federal Energy Regulatory Commission approval

(C) apply for a Fedcrnt Lnergy Regulatory Commission

-5- CSHB 177(RES)
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the requirements of AS 42.06; and
(B) apply for a certificate of public convenience and necessity 

to authorize the construction and operation of the proposed project by a date 
certain;

(5) after the first binding oper season, commit to assess the market 
demand for additional pipeline capacity at least every two years through public 
nonbinding solicitations or similar means;

(6) commit to expand the proposed project in reasonable engineering 
increments and on commercially reasonable terms that encourage exploration and 
development of gas resources in this state; in this paragraph,

(A) commercially reasonable terms" means that, subject to the 
provisions of (7) of this section, revenue from transportation contracts covers 
the cost of the expansion, including increased fuel costs, and a reasonable 
return on capital as authorized by the Federal Energy Regulatory Commission 
or the Regulatory Commission of Alaska, as applicable, and there is no 
impairment of the proposed project's ability to recover the costs of existing 
facilities;

(B) "reasonable engineering increments" means the amount of 
additional capacity that could be added by compression or a pipe addition 
using a compressor size or pipe size, as applicable, that is substantially similar 
to the original compressor size and the original pipe size;

_________  (7) make a commitment that the applicant
___________________ (A) will propose and support the recovery of mainline capacity |

expansion costs, including fuel costs, from all mainline system users through 
rolled-in rates as provided in (B) and (C) of this paragraph or through a 
combination of inc.amental and rolled-in rates as provided in (D) of this
-paragraph^

________________(B) will propose and support the recovery of mainline capacity
expansion costs, including fuel costs, from all mainline system users througn
rolled-in rates: an_applinnt iF-ohlifntrrl nncfer rhi<= cnhparngraph only if the j 
rolled-in rates would increase the rate.s ,
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(i) not described in (ii) of this subparagraph by not more
than 15 percent above the initial maximum recourse rates for capacity
acquired before commercial operations commence; in this sub-
subparagraph, "initial maximum recourse rates" means the highest cost- 
based rates for any specific transportation service set by the Federal
Energy Regulatory Commission, the Regulatory Commission of 
Alaska, or the National Fne;rpy RnarH nf Panada, as appropriate;, when 
the pipeline commences commercial operations;

(ii) by not more than 15 percent above the negotiated
rate for pipeline capacity on the date of commencement of commercial
operations where the holder of the capacity is not an affiliate of the 
owner of the pipeline project; for the purposes of this sub­
subparagraph, "negotiated rate" means the rate in a transportation
.service agreement that provides for a rate that varies from the otherwise
applicable cost-based rate, or recourse rate, set out in a gas pipeline's
tariff approved bv the Federal Energy Regulatory Commission, the 
Regulatory Commission of Alaska, or the National Energy Board of
Canada, as appropriate; or

(iii) for capacity acquired in an expansion after
commercial operations commence, to a level that is not more than 115
percent of the volume-weighted average of all rates collected by the 
project owner for pipeline capacity on the date commercial operations

.commence:
(C) will, if recovery of mainline capacity expansion costs,

including fuel costs, through rollcd-in rate treatment would increase the rates
for capacity described in (B) of this paragraph, propose and support the partial 
roll-in of mainline expansion costs, including fuel costs, to the extent that rates 
acquired hefnre commercial operations commence do not exceed the levels 
described in (B) of this paragraph;

  —CQ1 mav. for the recovery of mainline capacity expansion costs,
including fuel costs, that, under rolled-in rate treatment, would result in rates
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that exceed the level in (B) of this paragraph, propose and suppr -t the recovery 
of those costs through any combination of incremental and rolled-in rates;

(E) will not enter ir.to a negotiated rate agreement that would
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preclude the applicant from collecting from any shipper, including a shipper 
with a negotiated rate agreement, the rolled-in rates that are required to be
proposed and supported by the applicant under fEO of this paragraph or the 
partial rolled-in rates that are required to be proposed and supported by the |
applicant under (C) of this paragraph:

(8) state how the applicant proposes to deal with a North Slope gas 
treatment plant regardless of whether that plant is part of the applicant’s proposal, and, 
to the extent that the plant will be owned entirely or in part by the applicant, commit to
seek certificate authority from the Federal Energy Regulatory Commission if the 
proposed project is engaged in interstate commerce or from the Regulatory 
Commission of Alaska if the project is not engaged in interstate commerce; for a 
North Slope gas treatment plant that will be owned entirely or in part by the applicant, 
for rate-making purposes, commit to value previously owned assets that are part of the 
gas treatment plant at net book value; describe the gas treatment plant, including its 
design, engineering, construction, ownership, and plan of operation, the identity of any 
third party that will participate in the ownership or operation of the gas treatment 
plant, and the means by which the applicant will work to minimize the effect of the 
costs of the facility on the tariff;

(9) propose a percentage and total dollar amount for the state's 
matching contribution under AS 43.90.110(1)(A) and (B), to be specified in the 
license;

(10) commit to propose and support rates for the proposed project and 
for any North Slope gas treatment plant that the applicant may own, in whole or in 
part, that are based on a capital structure for rate-making that consists of not less than 
70 percent debt;

(11) describe the means for preventing or managing cost overruns for 
the proposed project, and the measures for minimizing the effect from any overruns;

(12) comm.t to provide a minimum of five delivery points of natural

/
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gas in this state;
(13) commit to offer firm transportation service to delivery points in 

this state as part of the tariff regardless of whether any shippers bid successfully in a 
binding op m season for firm transportation service to delivery points in this state, and 
commit to offer distance-sensitive rates to delivery points in this state consistent with 
18 C.F.R. 157.34(c)(8);

(14) commit to establish a local headquarters in this state for the 
proposed project;

(15) to the extent permitted by law, commit to
(A) hire qualified residents from throughout the state for

management, engineering, construction, operations, maintenance, and other
positions on the proposed project;
______________ (B) contract with businesses located, in the state;
 ___________ (C) establish hiring facilities or use existing hiring facilities in
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the state; and
____________ (D) use, as far as is practicable, the job centers and associated
services operated by the Department of Labor and Workforce Development
and an Intemet-based labor exchange system operated by the state;

(16) waive the right to appeal the issuance of a license to another 
applicant or to appeal the determination under AS 43.90.180(b) that no application 
merits the issuance of a license;

(17) commit to negotiate, before construction, a project labor 
agreement; in this paragraph, "project labor agreement" means a comprehensive I - 
collective bargaining agreement between the licensee or its agent and the appropriate
labor representatives to ensure expedited construction with labor stability for the 
project by qualified residents of the state;

(18) commit that the state matching contribution received by the 
licensee may not be included in the applicant's rate base and shall be used as a credit 
against the licensee's cost of service;

(19) provide a detailed description of the applicant and other entities 
participating with the applicant in the application and the project proposed by the

-9-
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18

21

applicant; and persons the applicant intends to involve in the construction and 
operation of the proposed project; the description must include the nature of the 
affiliation for each person, the commitments by the person to the applicant, and other 
information relevant to the commissioners' evaluation of the readiness and ability of 
the applicant to complete the project presented in the application; and

(20) otherwise demonstrate the readiness and ability to perform the 
activities specified in the application, including following the detailed work plan, 
timeline, and operation within the associated budget.

Sec. 43.90.140. In itia l app lica tio n  review; ad d itio n a l in fo rm atio n  requests; 

com plete applications, (a) The commissioners shall review each application filed 
under AS 43.90,130 to determine whether it is consistent with the terms of the request 
for applications and meets the requirements in AS 43.90.130. The commissioners shall 
reject an application that does not meet the terms of the request for applications or the 
requirements in AS 43.90.130.

(b) The commissioners may request additional information relating to the 
application.

(c) If, within the time specified by the commissioners, the applicant fails to
provide the addifional information requested under (b) of this section, or submits 
additional information that is not responsive, the application shall be rejected.

(d) For an application not rejected under this section, the commissioners shall 
make a determination that the application, including any requested additional
information 'g rrnnpW*—

Sec. 43.90.150. P ro p rie ta ry  inform ation  and  tra d e  secrets, (a) At the
request of the applicant, information submitted under this chapter that the applicant 
identifies and demonstrates is proprietary or is a trade secret is confidential and not 
subject to public disclosure under AS 40.25, unless the apolicant is granted a license 
under this chapter. After a license is awarded, all information submitted by the 
licensee under this chapter, and retained for the purposes of this chapter, shall be made 
public.

(b) If the commissioners determine that the information submitted by the 
applicant is not proprietary or is not a trade secret, the commissioners shall notify the
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applicant and return the information at the request of the applicant.V(c) An applicant that challenges the award of a license or the process for 
making the award shall be considered to have consented to the disclosure of all of the 
information submitted under this chapter by the applicant making challenge, including 
information held confidential under (a) of this section.

(d) In this section, "proprietary" means that the information is treated by the 
applicant as confidential and the public disclosure of that information would adversely 
affect thi competitive position of the applicant, or materially diminish the commercial 
value of the information to the applicant.

Sec. 43.90.160. Notice, review, and comment, (a) The commissioners shall 
publish notice and provide a 60-day period for public review and comment on all 
applications determined complete under AS 43.90.140.

(b) Applications received under this chapter are not subject to public 
disclosure under AS 40.25 until the commissioners publish notice under this section. 
However, information that the commissioners have determined is confidential under 
AS 43.90.150 may not be made public even after the notice is published under (a) of 
this section, except as provided in AS 43.90.15l . If information is held confidential 
under AS 43.90.150, the applicant shall provide a summary ^f the confidential 
information that is satisfactory to the commissioners, and the commissioners shall 
make the summary of the confidential information available to the public.

(c) Information provided by an applicant to the commissioners under this 
chapter, including information determined by the commissioners to be confidential 
under AS 43.90.150, shall be disclosed to the legislative auditor, the fiscal analyst who 
seives as head of the legislative finance division, agents and contractors of the 
legislative auditor and the fiscal analyst, and members of the legislature, on request 
and after the individual making the request signs a confidentiality agreement prepared 
by the commissioners.

Sec. 43.90.170. Application evaluation and ranking, (a) The commissioners 
shall evaluate all applications determined to be complete under AS 43.90.140, 
consider public comments received under AS 43.90.160fak and rank each application 
according to the net present value of the anticipated cash flow to the state from the
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applicant's project proposal using the factors in (b) of this section and weighted by the 
project's likelihood of success based on the commissioners' assessment of the factors 
listed in (c) of this section.

(b) When evaluating the net present value of anticipated cash flow to the state 
from the applicant's project proposal, the commissioners shall use an undiscounted 
value and, at a minimum, discount rates of two, six, and eight percent, and consider

(1) how quickly the applicant proposes to begin construction of the 
proposed project and how quickly the project will commence commercial operation;

/ l2 )  the net back value of the gas determined by the destination market 
value of the gas and estimated transportation and treatment costs;

(3) the ability of the applicant to prevent or reduce project cost 
overruns that would increase the tariff;

(4) the initial design capacity of the applicant's project and the extent 
to which the design can accommodate low-cost expansion; and

(5) other factors found by the commissioner to be relevant to the 
evaluation of the net present value of the anticipated cash flow to the state, including 
the value of-stateJncome tax or equivalent payment in lieu of tax and supplemental 
profit-sharing to the state if contractually stipulated.

(c) When evaluating the project's likelihood of success, the commissioners 
shall consider

(1) the reasonableness, specificity, and feasibility of the applicant's 
work plan, timeline, and budget required to be submitted under AS 43.90.130, 
including the applicant’s plan to manage cost overruns, insulate shippers from the 
effect of cost overruns, and encourage shippers to participate in the first binding open 
season;

(2) the financial resources of the applicant;
(3) the ability of the applicant to comply with the proposed 

performance schedule;
(4) the applicant's organization, experience, accounting and operational 

controls, technical skills or the ability to obtain them, necessary equipment or the 
ability to obtain the necessary equipment;
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