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The Alotko Gasline Inducement Act

A laska Gas line -  A lbe rta (PPT fis ca l te rm s )
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P ro ject comparison data from EconOne presentation to LB&A Comm ittee, 6/14/06. EconOne data
assum es 100% Producer pipe line ownership; upstream return data assumes 0% pipeline ownership.
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P ro ject comparison data from EconOne presentation to LB&A Comm ittee, 6/14/06. EconOne data 15
assum es 100% Producer pipe line ownersh ip ; upstream return data assumes 0% pipeline ownersh ip .
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P ro ject comparison data from EconOne presentation to LB&A Comm ittee, 6/14/06. EconOne data 16
assumes 100% Producer pipe line ownership; upstream return data assumes 0% pipeline ownership.



Tha Alaska Oasllna Inducamant Act

Producer N P V luin billions of dollars with increase in production tax rate at

s t a r t  o f  p r q j  a c t

0%
I

15%
NPVw
30%

$3.50 3.8 3.6 3.3
$4.00 5.7 5.4 5.0
$4.50 7.6 7.2 6.7
$5.00 9.4 8.9 8.4
$5 50 11 3 107 10 1
$6.00 13.1 12.5 11.8
$6.50 14.9 14.2 13.4
$7.00 16.7 15.8 15.0
$7.50 18.3 17.4 16.5
$8.00 19.9 18.9 17.8
$8.50 21.4 20.3 19.2

1 % charge
50% 15% 30% 50%
3.0 -6.4% -12.8% -21.3%
4.6 -5.8% -11.6% -19.3%
6.2 -5.5% -11.0% -18.4%
7.8 -5.4% -10.7% -17.8%
93 -5 2% -10 5% -17 5%
10.9 -5.2% -10.3% -17.2%
12.4 -5.1% -10.2% -17.1%
13.8 -5.1 % -10.2% -17.0%
15.2 -5.1 % -10.2% -17.1%
16.5 -5.1 % -10.3% -17.2%
17.7 -5.2% -10.4% -17.3%
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Producer N P V 1(,in  billion> ef dollars with increase in praductian tax rote at

1 1 t h  y e a r  o f  p r o j e c t

0%
I

15%
NPVw
30% 50%

1
15%

% charge
30% 50%

$3.50 3.8 3.7 3.6 3.5 -2.9% -5.8% -9.7%
$4.00 5.7 5.6 5.4 5.2 -2.5% -5.0% -8.4%
$4.50 7.6 7.4 7.2 7.0 -2.3% -4.7% -7.8%
$5.00 9.4 9.2 9.0 8.7 -2.2% -4.4% -7.4%
$5 50 11 3 11 1 108 105 -2 1 % -4 3% -7 1%
$6.00 13.1 12.9 12.6 12.2 -2.1 % -4.2% -6.9%
$6.50 14.9 14.6 14.3 13.9 -2.0% -4.1% -6.8%
$7.00 16.7 16.3 16.0 15.5 -2.0% -4.1% -6.8%
$7.50 18.3 18.0 17.6 17.1 -2.0% -4.0% -6.7%
$8.00 19.9 19.5 19.1 18.6 -2.0% -4.0% -6.7%
$8.50 21.4 21.0 20.5 19.9 -2.0% -4.1% -6.8%
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Producer N PV|„in  billions sf dollars with increase in production tax rate at

6 t h  y e a r  o f  p r o j e c t

OX
I

15X
NPVio
30X 50X

1
15 X

% diarqe
30X 50X

$3.50 3.8 3.7 3.5 3.2 -4.7% -9.3% -15.4%
$4.00 5.7 5.5 5.2 4.9 -4.1 % -8.2% -13.6%
$4.50 7.6 7.3 7.0 6.6 -3.8% -7.6% -12.7%
$5.00 9.4 9.1 8.7 8.3 -3.7% -7.3% -12.2%
$5 50 11 3 109 105 100 -3 5% -7 1% -11 R%
$6.00 13.1 12.7 12.2 11.6 -3.5% -6.9% -11.6%
$6.50 14.9 14.4 13.9 13.2 -3.4% -6.8% -11.4%
$7.00 16.7 16.1 15.5 14.8 -3.4% -6.8% -11.3%
$7.50 18.3 17.7 17.1 16.3 -3.4% -6.8% -11.3%
$8.00 19.9 19.2 18.5 17.6 -3.4% -6.8% -11.4%
$8.50 21.4 20.7 19.9 18.9 -3.4% -6.9% -11.4%
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Producer NP V xu in billions of dollars with increase in production tax rate at

1 6 t h  y e a r  o f  p r o j e c t

I NPVio 1 % charge
OX 15X 30X 50X 15X 30 X 50X

$3.50 3.8 3.8 3.7 3.7 -1.4% -2.8% -4.6%
$4.00 5.7 5.6 5.6 5.5 -1.2% -2.4% -4.1%
$4.50 7.6 7.5 7.4 7.3 -1.1% -2.3% -3.8%
$5.00 9.4 9.3 9.2 9.1 -1.1 % -2.2% -3.7%
*5 50 11 3 11 2 11 1 109 -1 1 % -2 1% -3 5%
$6.00 13.1 13.0 12.9 12.7 -1.0% -2.1% -3.5%
$6.50 14.9 14.8 14.6 14.4 -1.0% -2.0% -3.4%
$7.00 16.7 16.5 16.3 16.1 -1.0% -2.0% -3.4%
$7.50 18.3 18.1 18.0 17.7 -1.0% -2.0% -3.4%
$8.00 19.9 19.7 19.5 19.2 -1.0% -2.0% -3.4%
$8.50 21.4 21.2 21.0 20.7 -1.0% -2.0% -3.4%
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Producer IRR with increwe in production tex rate at it  art of project

II IRR 1 difference
03i m 30% 303$. 50*

$3.50 29.1% 28.1% 26.9% 25.4% -1.1% -2.2% -3.7%
$4.00 37.6% 36.3% 34.9% 33.0% -1.3% -2.7% -4.6%
$4.50 45.2% 43.6% 42.1% 39.8% -1.5% -3.1% -5.3%
$5.00 51.9% 50.2% 48.5% 46.1% -1.7% -3.4% -5.8%
$5.50 57.9% 56.1% 54.3% 51.7% -1 E% -3.7% -6.3%
$6.00 63.4% 61.5% 59.5% 56.8% -1 .£% -3.9% -6.6%
$6.50 68.4% 66.4% 64.4% 61.5% -2.C% -4.0% -6.9%
$7.00 73.0% 70.9% 68.8% 65.8% -2.C% -4.2% -7.1%
$7.50 77.3% 75.2% 73.0% 69.9% -2.1% -4.3% -7.4%
$8.00 81.1% 79.0% 76.7% 73.6% -2.2% -4 A % -7.6%
$8.50 84.5% 82.3% 80.0% 76.7% -2.2% -4.5% -7.8%
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F i s c a l  c e r t a i n t y  1 0  y e a r s
Tha Alaska Gasllna Inducamant Act

Producer IRR with m eres e in production t n  rate at 11th year of project

1I IRR
OS. m 30St

13.50 29.1% 29.0% 28.8%
$4.00 37.6% 37.5% 37.4%
$4.50 45.2% 45.1% 45.0%
$5.00 51.9% 51.9% 51.8%
$5.50 57.9% 57.9% 57.9%
$6.00 63.4% 63.4% 63.3%
$6.50 68.4% 68.4% 68.3%
$7.00 73.0% 72.9% 72.9%
$7.50 77.3% 77.3% 77.2%
$8.00 81.1% 81.1% 81.1%
$8.50 84.5% 84.5% 84.5%

1 difference
50% 30* 5flK

28.6% -0.2% -0.3% -0.5%
37.3% -0.1% -0.2% -0.3%
45.0% -0.1% -0.1% -0.2%
51.7% 0.0% -0.1 % -0.2%
57.8% 0.0% -0.1% -0.1%
63.3% 0.0% 0.0% -0.1%
68.3% 0.0% 0.0% -0.1%
72.9% 0.0% 0.0% 0.0%
77.2% 0.0% 0.0% 0.0%
81.1 % 0.0% 0.0% 0.0%
84.5% 0.0% 0.0% 0.0%
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F i s c a l  c e r t a i n t y  5  y e a r s

Producer IRR with in ere B e  in production tax rate at 6th year of project

1 IRR 1 difference
Q2L m 30% 50% m . 30% 50%

63.50 29.1% 28.7% 28.2% 27.5% -0.5% -0.9% -1.6%
S4.00 37.6% 37.2% 36.8% 36.2% -0.4% -0.8% -1.4%
$4.50 45.2% 44.8% 44.5% 44.0% -0.4% -0.7% -1.2%
$5.00 51.9% 51.6% 51.3% 50.9% -0.3% -0.6% -1.0%
$5.50 57.9% 57.7% 57.4% 57.0% -0.3% -0.5% -0.9%
$6.00 63.4% 63.2% 62.9% 62.6% -0.2% -0.5% -0.8%
$6 50 RR 4 % RR 7% RR 0% R7 7 % -0 7% -0 4 % -0 7%
$7.00 73.0% 72.8% 72.6% 72.3% -0.2% -0.4% -0.6%
$7.50 77.3% 77.1% 76.9% 76.7% -0.2% -0.3% -0.6%
$8.00 81.1 % 81.0% 80.8% 80.6% -0.2% -0.3% -0.5%
$8.50 84.5% 84.4% 84.2% 84.0% -0.1% -0.3% -0.5%
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Th« Alaska Oasllna Inducamant Act

Producer IRR with increse in production tax rate at 16th pear of project

I IRR 1
Q3L m 303L 50% m 30% snit

$3.50 29.1% 29.1% 29.1% 29.0% 0.0% -0.1% -0.1%
$4.00 37.6% 37.6% 37.6% 37.6% 0.0% 0.0% -0.1%
$4.50 45.2% 45.2% 45.2% 45.1 % 0.0% 0.0% 0.0%
$5.00 51.9% 51.9% 51.9% 51.9% 0.0% 0.0% 0.0%
$5.50 57.9% 57.9% 57.9% 57.9% 0.0% 0.0% 0.0%
$6.00 63.4% 63.4% 63.4% 63.4% 0.0% 0.0% 0.0%
$6.50 68.4% 68.4% 68.4% 68.4% 0.0% 0.0% 0.0%
$7.00 73.0% 73.0% 73.0% 73.0% 0.0% 0.0% 0.0%
$7.50 77.3% 77.3% 77.3% 77.3% 0.0% 0.0% 0.0%
$8.00 81.1% 81.1% 81.1% 81.1 % 0.0% 0.0% 0.0%
$8.50 84.5% 84.5% 84.5% 84.5% 0.0% 0.0% 0.0%

Note: Oil effects
24
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it Act

Producer PI with increse in production tax rate at atart of project

1
OS 15K

PI
30S

1
50S

r
15S

difference
30S 50S

13.50 3.7 3.6 3.4 3.2 -0.2 -0.4 -0.6
$4.00 5.1 4.8 4.6 4.3 -0.2 -0.5 -0.8
$4.50 6.4 E.1 5.8 5.4 -0.3 -0.6 -1.0
$5.00 7.7 7.4 7.0 6.5 -0.4 -0.7 -1.2
$5.50 9.1 E.6 8.2 7.7 -0.4 -0.8 -1.4
$6.00 10.4 9.9 9.4 8.8 -0.5 -1.0 -1.6
$6.50 11.7 11.1 10.6 9.8 -0.5 -1.1 -1.8
$7.00 12.9 12.3 11.7 10.9 -0.6 -1.2 -2.0
$7.50 14.1 13.4 12.7 11.8 -0.7 -1.3 -2.2
$8.00 15.2 14.5 13.7 12.8 -0.7 -1.5 -2.4
$8.50 16.3 15.5 14.7 13.6 -0.8 -1.6 -2.6
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Producer PI with increm  in production tax rate at 11th year of project

OX
I

15%
PI

30%
1

50% 15%
difference

30% 50%
$3.50 3.7 2 . 7 3.6 3.5 -0.1 -0.2 -0.3
$4.00 5.1 £.0 4.9 4.7 -0.1 -0.2 -0.3
$4.50 6.4 E.3 6.1 6.0 -0.1 -0.3 -0.4
$5.00 7.7 7.6 7.4 7.2 -0.1 -0.3 -0.5
$5.50 9.1 E.9 8.7 8.5 -0.2 -0.3 -0.6
$6.00 10.4 10.2 10.0 9.7 -0.2 -0.4 -0.7
$6.50 11.7 11.4 11.2 10.9 -0.2 -0.4 -0.7
$7.00 12.9 12.6 12./ 12.1 -0.2 -0.5 -0.8
$7.50 14.1 13.8 13.6 13.2 -0.3 -0.5 -0.9
$8.00 15.2 14.9 14.6 14.2 -0.3 -0.6 -1.0
$8.50 16.3 15.9 15.6 15.2 -0.3 -0.6 -1.0

2 6
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Producer PI with increse in production tax rate it 6th year of project

1
OS

Pi II difference
15S 30S SOS 15 S 30 S 50S

13.50 3.7 :-.6 3.5 3.3 -0.1 -0.3 -0.4
$4.00 5.1 4.9 4.7 4.5 -0.2 -0.3 -0.6
$4.50 6.4 E.2 6.0 5.7 -0.2 -0.4 -0.7
$5.00 7.7 7.5 7.2 6.9 -0.2 -0.5 -0.8
$5.50 9.1 E.8 8.5 8.1 -0.3 -0.6 -1.0
$6.00 10.4 10.0 9.7 9.3 -0.3 -0.7 -1.1
$6.50 11.7 11.3 10.9 10.4 -0.4 -0.7 -1.2
$7.00 12.9 12.5 12.1 11.5 -0.4 -0.8 -1.3
$7.50 14.1 13.6 13.2 12.6 -0.4 -0.9 -1.5
$8.00 15.2 14.7 14.2 13.6 -0.5 -1.0 -1.6
$8.50 16.3 15.7 15.2 14.5 -0.5 -1.0 -1.7
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■ )  F i s c a l  c e r t a i n

Producer PI with increeie in production tax rate at 16th year of project

I
OS 15S

PI
30S

I
50S

I
15M

difference
30 S 50S

$3.50 3.7 3.7 3.7 0.3 0.0 -0.1 -3.4
$4.00 5.1 5.0 5.0 0.4 0.0 -0.1 -4.7
$4.50 6.4 6.3 6.3 0.5 -0.1 -0.1 -6.0
$5.00 7.7 7.7 7.6 0.5 -0.1 -0.1 -7.2
$5.50 9.1 9.0 8.9 0.6 -0.1 -0.2 -8.5
$6.00 10.4 10.3 10.2 0.6 -0.1 -0.2 -9.7
$6.50 11.7 11.5 11.4 0.7 -0.1 -0.2 -11.0
$7.00 12.9 12.8 12.6 0.7 -0.1 -0.2 -12.2
$7.50 14.1 13.9 13.8 0.8 -0.1 -0.3 -13.3
$8.00 15.2 15.1 14.9 0.8 -0.1 -0.3 -14.4
$8.50 16.3 16.1 15.9 0.8 -0.2 -0.3 -15.4

2 8
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Sustained Gas Price ($ 2007)

AGIA designed to ensure that litigation over fiscal certainty 
does not delay project. Chart assumes 38 years of gas flow.

29



Th* Alaska Oasllna Inducamant Act

• T h e  a n s w e r  d e p e n d s  o n  d e t e r m i n a t i o n s  o f  

a p p r o p r i a t e  r a t e s  o f  r e t u r n ,  c a p i t a l  

s t r u c t u r e ,  e t c .

•  T h e  R e g u l a t o r y  C o m m i s s i o n  o f  A l a s k a  i n  

i t s  i n v e s t i g a t i o n  o f  T A P S  r a t e s  d e t e r m i n e d  

t h a t  T A P S  w a s  f u l l y  p a i d  f o r  b y  1 9 8 9 .  ( S e e  

O r d e r  1 5 1 ,  D o c k e t  P - 9 7 - 4 ,  E x h i b i t  6  

S c h e d u l e  1 ) .

30



i n r t l y  ^ "

r o j e c t  A s s u m p t i o n s
■■niimi—I. — --------- Th# Alaska Gatlin# lnduc#m#nt Act

H e r e  w e  a s s u m e :

- 4 . 3  B c f / d a y  t o  A l b e r t a

- $ 2 0 . 5  b i l l i o n  b a s e  c a s e  c o s t  ( $ 2 0 0 7 )

- 7 0 / 3 0  d e b t  t o  e q u i t y ,  1 4 %  R O E

- C u r r e n t  P P T  t a x  s t r u c t u r e  ( n o  G T P  c r e d i t )

-  O i l  i m p a c t s  o f  g a s  p r o d u c t i o n  i n c l u d e d

- 3 0  y e a r  p r o j e c t  l i f e

- 2 5  y e a r  F T  c o m m i t m e n t s

- G a s  f l o w  2 0 1 6 - 2 0 4 6

- O i l  p r i c e  o f  $ 3 6 . 5 0  f i x e d  r e a l  f o r  p r o j e c t  l i f e

-  $  v a l u e s  i n c r e a s e  a t  2 % / y r
31



A l a s k a  G a s l i n e  I n d u c e m e n t  A c t  

P r o j e c t  L a b o r  A g r e e m e n t

P r e s e n t e d  t o  t h e  S e n a t e  J u d i c i a r y

C o m m i t t e e  b y

C l i c k  B i s h o p ,  C o m m i s s i o n e r

A p r i l  1 3 ,  2 0 0 7

J o b s  a r e  A l a s k a ' s  F u t u r e



o
A L A S K A  D E P A R T M E N T  O F  L A B O R

ft WORKFORCE DEVELOPMENT

J o b s  a r e  A l a s k a ' s  F u t u r e

W h a t  i s  a  P L A ?

A  c o m p r e h e n s i v e  

c o l l e c t i v e  b a r g a i n i n g  

a g r e e m e n t  t h a t  s e t s  

t h e  t e r m s  a n d  

c o n d i t i o n s  o f  

e m p l o y m e n t  o n  a  

p r o j e c t ,  f o r  t h a t  

p r o j e c t  o n l y .
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P r o j e c t  L a b o r  

A g r e e m e n tA L A S K A  D E A A K T B H N T  O F  L A B O R
A MNMKPOACf flCMROMMBtff

Licensee/G eneral Contractor Negotiates Directly w ith an Appropriate Entity

The PLA is a collective bargaining a ̂ reement between the licensee, or its agent, and 
an appropriate entity setting out the terms and conditions of em ploym ent on the 
project, typically including w ages and benefits, and setting out other work  
conditions including no-strike, no lockout provisions, dispute resolution  
procedures, and use of hiring facilities in Alaska.

A ll contractors, union or nonunion, interested in bidding on project work, m ust follow  
the terms and conditions set out in the PLA.

Contractors

J o b s  a r e  A l a s k a ' s  F u t u r e 3



j o b s }
A L A S K A  D E P A R T M E N T  O F  L A B O R

& W O R K F O R C E  D E V E L O P M E N T

J o b s  a r e  A l a s k a ' s  F u t u r e

P L A  H i s t o r y

•  F i r s t  u s e d  i n  t h e  

1 9 3 0 ’ s

•  C u r r e n t l y  u s e d  w i d e l y  

i n  t h e  p r i v a t e  a n d  

p u b l i c  s e c t o r s .

4



A L A S K A  D E P A R T M E N T  O F  L A B O RA WORKFORCE DEVELOPMENT
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J o b s  a r e  A l a s k a ' s  F u t u r e

P L A  P r e c e d e n t s

L e g a l

-  U . S .  S u p r e m e  C o u r t  ( B o s t o n  

H a r b o r )  1 9 9 3

-  A K  S u p r e m e  C o u r t  ( L a b o r e r s  

L o c a l  9 4 2  v .  L a m p k i n )  1 9 9 8

P L A - b a s e d  P u b l i c  a n d  P r i v a t e  

P r o j e c t s

-  G r a n d  C o u l e e  a n d  H o o v e r  D a m s

-  T A P S

-  S a n  F r a n c i s c o  B A R T

-  P u g e t  S o u n d  T r a n s i t

-  S u t t e r  a n d  S u n r i s e  P o w e r  P l a n t s  

i n  C a l i f o r n i a

-  S e a t t l e  A i r p o r t



ALASKA DEPARTMENT OF LABOR
t  WORKFORCE OtVCLOPUtNT

J o b s  a r e  A l a s k a ' s  F u t u r e

W h y  H a v e  a  P L A ?

•  S t a b l e  w o r k f o r c e — n o  s t r i k e s  

o r  l o c k o u t s

•  M e e t s  p r o j e c t  s c h e d u l i n g  

c h a l l e n g e s .

•  E l i m i n a t e s  n e e d  t o  n e g o t i a t e  

n u m e r o u s  s e p a r a t e  c o n t r a c t s .

•  A s s u r e s  c o n s i s t e n t  t e r m s  a n d  

c o n d i t i o n s  f o r  a l l  c o n t r a c t o r s

•  V e h i c l e  f o r :

-  A l a s k a  h i r e .

-  A p p r e n t i c e s h i p  

O p p o r t u n i t i e s .

-  P r e f e r e n c e  f o r  

u n d e r u t i l i z e d  g r o u p s .

6





Base rate: All subsides included
• For a pipeline into Alberta, tariff = $2.00

Federal loan guarantee: reduces cost of debt
• Without loan guarantee, tariff rises to $2.10
• This is a 5% subsidy to rates

Accelerated depreciation: 7-vear vs. 15-vear
• Without accelerated depreciation, rises to $2.19
• This is an additional 4.3% subsidy to rates

AGIA contribution: $500 million reduces rate base
• Without AGIA contribution, tariff rises to $2.25
• This is an additional 3% subsidy to rates



•  G o v e r n m e n t  s u b s i d i e s  t o t a l  a b o u t  2 5 0 ,  r e d u c i n g  

r a t e s  f r o m  $ 2 . 2 5  t o  $ 2 . 0 0

•  I n i t i a l  r a t e s  a r e  t h e r e f o r e  s u b s i d i z e d  b y  

g o v e r n m e n t  b y  a b o u t  1 2 . 5 %

•  F u r t h e r ,  o w n e r s  o f  G a s  T r e a t m e n t  P l a n t  g e t  

a d d i t i o n a l  1 5 %  I n v e s t m e n t  T a x  C r e d i t ,  w o r t h  

$ 6 0 0  m i l l i o n  i f  G T P  c o s t s  $ 4  b i l l i o n

•  I f  t h i s  s u b s i d y  i s  i n c l u d e d  t h e n  t o t a l  g o v e r n m e n t  

s u b s i d i e s  e x c e e d  1 5 %



• Base rate assumes the following government subsidies:
-  Federal loan guarantee (assumed here to reduce debt costs by 0.75%)
-  Accelerated 7-year tax depreciation (part of Federal enabling legislation)
-  AGIA contribution of $500 million (50% until open season, 80% after)

• And assumes further:
-  70/30 debt/equity ratio
-  14% ROE
-  6. 5% cost of debt
-  30 year depreciation schedule
-  25-year FT contracts
-  Cost input price escalation at 2%/year
-  Pipeline cost to Alberta of $20.5 billion ($2007)
-  Rates calculated on a levelized cost of service basis

Cj,



Alaska Natural Gas Pipeline

□ Value of [federal] loan guarantee offers significant benefits 

150-200 bp savings
Presentation from Goldman Sachs to State of Alaska on June 3,2004 

“Partnering and Risk Allocation Strategies for the Alaska Natural Gas Pipeline" 
Assumes creative use of loan guarantees to achieve maximum benefits

■ Federal Loan Guarantee could reduce taxable yields by approximately 50 
basis points.

Presentation from JP Morgan to Legislative Budget and Analysis Committee, June 16,2004
"Interim Hearings: Alaska Natural Gas Pipeline Issues” 

Assumes underlying credit rating of A, at most 60% debt

“.. .application of the DOE Guarantees to Alaska LLC’s debt will probably lower the 
cost of borrowing with respect to such debt by approximately 50 to 100 basis 
points, depending on market conditions.”

Dept, of Revenue, SGDA Contract FIF



e i P a l l n T R . a r n e l l f A d r n i n i s t r a t i o n r p r e s e n t s

/>■

Senate Judf 
4/16/07



• 2 0 0 4  A N G P A  m a n d a t e  to  F E R C :

-  “p ro m o te  co m p etit io n  in th e  e x p lo ra tio n , d e v e lo p m e n t  

a n d  p ro d u ctio n  o f A la s k a  n a tu ra l g a s .”

( § 1 0 3 (e )(2 ) (b ) ) .

-  “p ro v id e  th e  o p p o rtu n ity  fo r th e  tra n sp o rta tio n  o f  

n a tu ra l g a s  o th e r  th an  from  th e  P ru d h o e  B a y  a n d  

P o in t T h o m s o n  u n its” fo r a n y  o p e n  s e a s o n  fo r  

c a p a c ity  e x c e e d in g  th e  in itial c a p a c ity  o f th e  lin e .

( § 1 0 3 (e ) (2 ) (c ) ) .

2



“ i n c r e m e n t a l  p r ic in g  o f  e x p a n s i o n  c o u ld  p u t  

e x p a n s i o n  s h i p p e r s  a t  a  s ig n i f i c a n t  r a t e  

d i s a d v a n t a g e  c o m p a r e d  w it h  in it ia l  s h i p p e r s ,  a n d  

a c c o r d i n g l y  c o u ld  d i s c o u r a g e  e x p lo r a t io n ,  

d e v e l o p m e n t  a n d  p r o d u c t io n  o f  A l a s k a  n a t u r a l  

g a s . ” ( O r d e r  2 0 0 5  a t  1 2 3 )

In A la sk a
  - Tha Alaska Gasllna Inducement Act

• F E R C  C o n c l u d e d :

3



• F r o m  1 9 6 0 ’s  u n t i l  1 9 9 9  F E R C  p r e f e r r e d  r o l le d -  

in  p r i c in g .  ( S t a t e m e n t  o f  P o l i c y ,  7 1  F E R C  

6 1 ,2 3 1  ( 1 9 9 5 ) ) .

• C h a n g e d  in  1 9 9 9  b e c a u s e ,  “ it n o  l o n g e r  f i t s  w e l l  

w it h  a n  in d u s t r y  t h a t  i s  i n c r e a s i n g l y  

c h a r a c t e r i z e d  b y  c o m p e t i t io n  b e t w e e n  

p i p e l i n e s . ” ( S t a t e m e n t  o f  P o l i c y ,  8 8  F E R C  

6 1 , 2 2 7 ( 1 9 9 9 ) ) .

R o lle d  in R a te s - Lo w e r 48

4



• “O u r  e x i s t in g  l o w e r - 4 8  s t a t e s  p o l i c y  f a v o r in g  

i n c r e m e n t a l  r a t e s  f o r  e x p a n s i o n s  d o e s  n o t  a p p l y  

in  t h e  c a s e  o f  a n  A l a s k a  n a t u r a l  g a s  p r o je c t .  

T h e r e  i s  l i k e ly  t o  b e  o n ly  o n e  A l a s k a  p ip e l in e  s o  

t h e r e  w il l  b e  l it t le  o r  n o  o p p o r t u n it y  f o r  

c o m p e t i t io n  b e t w e e n  p i p e l i n e s . ” ( O r d e r  2 0 0 5  a t  

IT 1 2 3 ) .
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A  r a t e  i n c r e a s e  i s  n o t  n e c e s s a r i l y  a  s u b s i d y ,  ( s e e ,  

o r d e r  2 0 0 5 - A  a t  5 0 ) .

The Alaska Oasllna Inducem ent A c t -

“A n  a l t e r n a t i v e  . . .d e f i n i t i o n  o f  s u b s i d i z a t i o n  c o u ld  

b e  w h e t h e r  t h e  e x p a n s i o n  r a t e  i s  n o  h ig h e r  t h a n  

t h e  a c t u a l  in it ia l  r a t e  o r  o f  a n  in it ia l  r a t e  w it h o u t  

b u ilt  in  s u b s i d i e s . ” ( O r d e r  2 0 0 5 - A  a t  4 9 )
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“W h e t h e r  a  r o l le d - in  e x p a n s i o n  r a t e  t h a t  i s  h ig h e r  

t h a n  o r ig in a l  r a t e s  i s  a  ‘s u b s i d y ’ i s  a  q u e s t io n  

t h a t  n e c e s s a r i l y  w o u ld  h a v e  t o  b e  r e v i e w e d  in  

t h e  c o n t e x t  o f  a  f u t u r e  N G A  s e c t i o n  7  f i l in g .  A t  

t h a t  t im e ,  P a c i f i c  S t a r ’s  a r g u m e n t  r e la t in g  to  

w h e t h e r  t h e  f e d e r a l  g o v e r n m e n t ’s  lo a n  

g u a r a n t e e s  a n d  a c c e l e r a t e d  d e p r e c i a t i o n  

a m o u n t  to  a  ‘s u b s i d y ’ o f  in it ia l  s h i p p e r s ’ r a t e  m a y  

b e  r a i s e d . ” ( O r d e r  2 0 0 5  a t  1 2 4 ,  e m p h a s i s  in  

o r ig in a l ) .
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G o v e r n m e n t  C o n t r i b u t i o n s  r e d u c e  r a t e s  b y  m o r e  

t h a n  1 5 % :

• L o a n  G u a r a n te e  u p  to $ 1 8  billion

• 7 - y e a r  a c c e le r a t e d  d e p re c ia t io n

• F e d e r a l  in c o m e  ta x  c re d it  fo r G T P

• A G IA  $ 5 0 0  m illion

8



• A G I A  c a p s  r o l l- in  f i l in g  c o m m it m e n t  r o u g h ly  a t  

l e v e l  o f  g o v e r n m e n t a l  c o n t r ib u t io n s  to  t h e  

p r o je c t .

• P e r m i t s  2 d  o r  3 d  g e n e r a t i o n  o f  e x p a n s i o n  

s h i p p e r s  a l s o  to  e n j o y  t h e  b e n e f i t  o f  

g o v e r n m e n t a l  c o n t r ib u t io n s  m a d e  a v a i l a b l e  to  

in it ia l  s h i p p e r s .

9



“A  p i p e l in e  c o m p a n y

P R O P O S E S

B u t  t h e  F E R C

D I S P O S E S . ”

( a n  o ld  in d u s t r y  a d a g e )
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• A G I A  d o e s  n o t  in t r u d e  o n  F E R C ’s  a u t h o r i t y .

• A G I A  r e q u i r e s  t h a t  t h e  l i c e n s e e  P R O P O S E  

r o l le d - in  r a t e s

• F E R C  w il l  D I S P O S E .

11
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Hosie McArthur LLP

Spencer Hosie

One M arket, Sp ear Tow er 

22nd Floor

Attorney Pi uM i*1,

odn rran cisco , l a  y n iu d 
Phone: 415-247-6000  

j  Fax : 415-247-6001  

? Em ail: shosie@ hosielaw .com

Spencer Hosie is a nationally recognized top-ranked trial 
lawyer for complex commercial cases. In his 20+ year 
career, he has won or settled cases worth almost $2 billion 
for his clients. In June 2005, the National Law Journal 
profiled Mr. Hosie as one of the 10 most successful trial 
lawyers in the country.

Mr. Hosie's practice covers the spectrum of complex commercial cases, with particular focus on 
antitrust, energy, and intellectual property litigation. He currently is an advisor to the Alaska, 
Louisiana, and Hawaii state governments.

Mr. Hosie began his legal career with the San Francisco law firm of Heller, Ehrman, White & 
McAuliffe, with an antitrust and securities defense practice. He started his own firm in 1985, 
ultimately named Hosie, Wes, Sacks & Brelsford, which specialized in intellectual property, energy, 
and complex litigation. In 1993, he was namec one of the "Top 25 Attorneys in the State of 
California Under 45 Years of Age" by California Lawyer. Following a merger with the Perkins, Coie 
law firm, in 1999 Mr. Hosie founJed what is now Hosie McArthur LLP.

In addition to his active trial practice, Mr. Hosie serves as adv.sor to the American Law Institute, 
Restatement of Torts: Liability for Economic Loss.

Mr. Hosie's successful trial record includes these significant cases:

State o f  A l a s k a  v .  E x x o n M o b i l

Lead trial counsel for the State of Alaska in breach of contract case;
Trial victory established value of North Slope oil. June 2005

B u r s t . c o m  v .  M i c r o s o f t  C o r p .

Lead counsel for Burst.com, an independent software vendor, in antitrust, patent, and trade secret case 
MDL 1332 US District Court, District of Maryland 
$60 million settlement March 2005

S t a t e  o f  L o u i s i a n a  v .  C h e v r o n  U . S . A .
Lead trial counsel for State of Louisiana fraud litigation, jury trial 
17th Judicial District Court, Parish of Lafourche, La., No. 93658 
Top 15 Verdicts of 2004 
$111 million verdict 2004

E a r l  A n z a l ,  A t t o r n e y  G e n e r a l  f o r  t h e  S t a t e  o f  H a w a i i  v .  C h e v r o n  C o r p . ,  e t a l .

Lead counsel for State of Hawaii in statewide retail gasoline price-fixing antitrust case 
Civ. No. 98-00792-SPK US District Court, District of Hawaii 
$35 million in settlements 1999-2003

I n  r e  L e a s e  O i l  A n t i t r u s t  L i t i g a t i o n

http ://w w w .hosieIaw .com /profile_spencer-hosie.h tm l 5/3/2007
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Co-lead counsel for nationwide subclass of oil royalty owners in antitrust case 
MDL 1206 US District Ccurt, Southern District of Texas 
$200 million settlement 1999

I n  re  E x x o n  C o r p .

Lead trial counsel for the State of Alaska in six-month trial involving taxes due the State of Alaska 
No. Q4925 (Consolidated)
State of Alaska
$259 trial million verdict 1997 

I n  r e  A N S  R o y a l t y  L i t i g a t i o n

Lead trial counsel for the State of Alaska in action against multiple major oil companies, seeking recovery 
of North Slope oil royalties 
No. IJU-77-847
Alaska Superior Court (Juneau, Anchorage)
$1.2 billion in recoveries 1988-1995

■ University of California, Berkeley, B.A., s u m m a  c u m  la u d e  1978
■ University of California at Davis, J.D ., 1981 

Order of the Coif
Editor, Law Review

■ Law Clerk to Hon. Edmond W. Burke, Chief Justice, Alaska Supreme Court, 1981-82

Next Attornev->
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Kenneth M. M inesinger
Shareholder
Washington, D.C.

Energy & Natural Resources Antitrust & Trade Regulation Litigation

E-mail KenneLn M. Minesinger
Tel: (202) 530-8572 Fax: (202) 261-4746

Kenneth M. Minesinger represents natural gas pipelines, electric power generators, energy marketers, and other 
participants in the energy Industry, focusing his practice on energy regulatory proceedings before the Federal Energy 
Regulatory Commission and on related antitrust, litigation and transactional matters. Ken’s experience reflects the 
sweeping changes that have occurred in the energy industry in recent years, as the level of competition and 
consolidation in the industry has steadily Increased while at the same time regulation continues to play a central role. 
Ken has represented energy companies in a wide range of regulatory matters, including complex ratemaking, 
restructuring, and licensing proceedings, and complaints and Investigations into allegations of market manipulation and 
the exercise of market power. As the competitive issues in energy regulatory proceedings often Intersect with the 
application of the antitrust laws, Ken has also represented energy and non-energy clients on numerous antitrust 
matters, including mergers and acquisitions, counseling, and litigation.

CONCENTRATION

• Energy regulation
• Antitrust
• Energy litigation

SIGNIFICANT REPRESENTATIONS

• Counsel for major energy companies and other Industry participants on numerous FERC regulatory and antitrust 
matters, including:

o Rate case preparation and litigation 
o Antitrust compliance and M&A matters 
o Settlement compliance 
o Affiliate code of conduct issues 
o Negotiated rate agreements 
o Market-based rate authorizations 
o FERC certification proceedings 
o Compliance with anti-market manipulation rules 
o Liquefied natural gas ("LNG") safety/sitting Issues

• Representing State of Alaska regarding efforts to induce commercialization of North Slope gas.

•  Outside counsel in recent rate cases and other significant FERC matters for various companies, Including El Paso 
Natural Gas Company, Mojave Pipeline Company, Colorado Interstate Gas Company, Wyoming Interstate 
Company, and Cheyenne Plains Gas Pipeline.

• Represented major energy companies defending antitrust lawsuits alleging exercise of monopoly power, market 
division, and market manipulation. Significant experience litigating filed rate doctrine and preemption related
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federal jurisdiction Issues in these and other energy-related antitrust lawsuits.

• Successfully defended, at the D.C. Circuit Court of Appeals, FERC orders requiring the conversion of full 
requirements contracts to fixed quantity contracts and rejecting allegations that pipeline withheld capacity.

• Represented major "clean coal" project in efforts to obtain federal tax credits provided by the Energy Policy Act 
of 2005.

• Represented a major energy company in negotiating a consent judgment with the Federal Trade Commission 
regarding the sale of the company's natural gas pipeline and processing assets to another major energy 
company.

• Represented an oil refining company in responding to and substantially limiting the scope of a civil investigative 
demand In FTC investigation of increased Midwest refined products prices.

• Successfully represented pipeline, at FERC and the D.C. Circuit, in defending against allegations that its 
transportation contracts with a shipper were anticompetitive and unduly discriminatory.

• Has successfully obtained FERC approval of transactions under Section 203 of the Federal Power Act, which 
requires FERC authorization of wholesale electric power mergers and acquisitions.

• Responsible for preparation and filing of electric power marketer's triennial market power update filings for 
purposes of retaining market-based rate authorization.

• Prior to negotiating settlement of pipeline rate case, obtained an administrative law judge ruling that rejected 
prudence challenge to pipeline's capital costs and approved an allowed rate of return significantly above the 
average level usually permitted by FERC.

• Successfully represented an interstate natural gas pipeline in its first general rate case at the FERC, obtaining 
FERC ruling that rejected prudence challenge and other charges that the pipeline's rates were unjust and 
unreasonable.

• Has conducted antitrust and FERC compliance seminars for major energy companies.

• Has represented clients on numerous antitrust M&A matters, including transactions involving:
o Electric generation assets
o Oil field services companies, including offshore drilling companies, manufacturers of offshore drilling rigs, 

and oil and gas exploration technology firms 
o Natural gas pipelines
o Natural gas processing and liquids companies 
o Oil pipelines

PROFESSIONAL & COMMUNITY INVOLVEMENT

• Chairman, Antitrust Committee, Energy Bar Association, 2001
• Vice-Chairman, Antitrust Committee, Energy Bar Association, 2000
•  Member, Energy Bar Association, and Antitrust Committee
• Member, American Bar Association, Antitrust Section, Fuel and Energy Committee

ARTICLES, PUBLICATIONS & LECTURES

Articles
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■•  Co-Author, "Energy Law and Transactions," chapter addressing settlements of FERC proceedings
• Co-Author, "A New Broad Brush: Trying to Clean Up Market Behavior, New FERC Rules Raise More Confusion," 

L e g a l  T im e s , August 16, 2004
• Contributing Editor, as member of Energy Bar Association Antitrust Committee, to several summaries of energy- 

related antitrust cases published in the E n e r g y  L a w  J o u r n a l , 1999-2001

CLERKSHIP

• Law Clerk, U.S. District Judge John H. Moore II, Middle District of Florida, 1990-1992 

EDUCATION

- - ■

• J.D., with honors, The George Washington University Law School, 1990
• B.A., with honors, University of Maryland, 1987

o Phi Beta Kappa

ADMITTED TO PRACTICE

•  District of Columbia
• Maryland
• U.S. Court of Appeals for the District of Columbia Circuit
•  U.S. Court of Appeals, Fifth Circuit
• U.S. Court of Appeals, Ninth Circuit

RELATED LINKS

• Private Funds Weekly Roundup, v.3, No. 9 2̂
- GT Alert, March 05, 2007

• Private Funds Weekly Roundup, v.2, No. 43 ^
- GT Alert, November 20, 2006

• Private Funds Weekly Roundup, v.2, No. 35 ^
- GT Alert, September 25, 2006

• Summary of Key FERC-Related Provisions of the Energy Policy Act of 2005 2̂
- GT Alert, August 2005

» Greenberg Traurig Adds Energy Attorney from Morrison & Foerster
- Press Release, February 28, 2005

• Arizona Corporation Commission, Et Al., Petitioners v. Federal Energy Regulatory Commission, Respondent
Arizona Public Service Company, Et Al., Intervenors 5̂

- Article, February 11, 2005
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