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EXCERPT

8 ..., Alaska National Interest Lands
Conservation Act (ANILCA)

PUbllC LaW 96_487,DeC.2, 1980y 94 Stat.



EKLUTNA VILLAGE CORPORATION LANDS
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AGREEMENT OP ALASKA RAILROAD CORPORATION
AND EKLUTNA, INC.
SETTLING CLAIMS OF VALID EXISTING RIGHTS
TO RAIL PROPERTIES OF THE ALASKA RAILROAD AND PROVIDING
FOR CONVEYANCES PURSUANT TO THE ALASKA NATIVE CLAIMS
SETTLEMENT ACT AND THE ALASKA RAILROAD TRANSFER
ACT.OF 1982

January

1987



16.1 Conveyance of rock Quarry Lands Upon Cessation of
Use. The Parties acknowledge that, pursuant to paragraph
1.B(3)(e) of the North Anchorage Land Agreement of March 15,
1982, Among Bklutna, Inc., the Municipality of Anchorage, and the
State of Alaska, the State of Alaska or iIts assignee iIs required
to convey to Eklutna, Inc. certain lands including Parcel B of
the Eklutna Rock Quarry, as described In subparagraph 1.5.2,

above, and Exhibit No. 3B hereto, if the State of Alaska or its

«

assignee ceases to use such lands "in connection with furnishing
mass or bulk transportation.”™ To further implement the require-
ments of paragraph 1.B(3)(e) of the North Anchorage Land
Agreement, the Parties agree as follows:
@ The Alaska Railroad Corporation or iIts successor
will notify Eklutna, Inc., the Governor of Alaska, the
Legislature of Alaska, and the Municipality of Anchorage of the
cessation of use of Parcel B of the Eklutna Rock Quarry iIn con-
nection with furnishing mass or bulk tru isportation when such
cessation occurs.
(b) Within 90 days after receipt of notice of cessa
tion of use pursuant to the foregoing clause (@), Eklutna, Inc.
will notify the Alaska Railroad Corporation or i1ts successor
whether Eklutna, Inc. desires to receive a conveyance of Parcel B
of the Eklutna Rock Quarry.
© As soon as feasible after receipt of a request for

conveyance of Parcel B of the Eklutna Rock Quarry from Eklutna,

-34-



Inc., pursuant to the foregoing clause (b), but in no event
sooner than January 5, 1995, and subject to legislative approval
IT necessary at the time of conveyance, the Alaska Railroad
Corporation or 1its successor will convey the lands within
Parcel B in accordance with the requirements of
paragraph 1.B(3)(e) of the North Anchorage Land Agreement.

(d The Parties agree that cessation of use of
Parcel B of the Eklutna Rock Quarry in connection with furnishing
mass or bulk transportation will occur only when (i; the rock
structure occupying the parcel has been exhausted and no quarry
rock that can be removed remains above the subgrade of the track
bed presently situated on the parcel;"or (i1) the parcel 1is
devoted principally to a use other than /the mining of rock.
During the period the Alaska Railroad Corporation is using
Parcel B of the Eklutna Rock Quarry for mining purposes, it may
also use Parcel B for other incidental railroad support func-
tions, i1ncluding storage of railroad equipment. The Alaska
Railroad Corporation shall not quarry rock situated lower than
the existing subgrade of the track bed, and rock below such grade
shall not be considered iIn determining whether the rock structure

has been exhausted.

16.2 Conveyance of Easements by Eklutna, Inc.

three days after i1ts receipt of the conveyance of Parcel A of tjhe
EkI™tuu «WIHT(1WL<ry, described in subparagraph 1.5.1, above,

Eklutna, Inc. shall deliver to the Alaska Railroad Corporation

Within
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HOBTB ANCHORAGE LAMP AGREEMENT
TABU OP CONTENTS

urpose...........
Amendments. .
Military Lands.

Township 17 Northi Ranga 3 East* Lands
Litigation.. e

Mental Health Lands Litigation.
Miscellaneous Provisions.......

Disposition of Lands Withdrawn by Section
1425(b)(1) of ANILCA (X).iovioreriiiireeesiiienaenns

Submerged Lands (I BCI],

Lands Withdrawn or Reserved
for National Defense Purposes [I 8(2)],

Lands to State [2 B(2)(a)}........
Railroad Right-of-Way (Z B(2)(b)J,
Floatplane Bases [Z B(2)(c)].........

Hass and Bulk. Transportation
Facility (I B(2)(d)]........

Location of 1.000 Acre
Parcel (Z B(2)(d)J.......

3,000 Acres of Floating Public
Zrtterast (I NG ) Fr—

Military Lands to Eklutna
and To State [Z B(2)(f)]..

"Development” Lands to Eklutna
and Stats in Trust for Munici-
pality (Z B(2)(@)!..cccovriieeeeanenn. i.

Lands Datealned by tha Secretary
Pursuant to Section 3(e2(1) of ANCSA
not to be .Public Lands for the
Purposes of ANCSA (Z B(3)].

Lands to Eklutna [Z B(3)(a)]........

Lands to State [Z B(3) (b}) .l

‘n* 1777



ject of litigation in tha eaaa of Eklutna, Inc. v.
A71-132 Civ., 0.5.D.C. Alaska. This portion of tha Agraaaant
is authorised by faction 1425(f) of ANILCA.

Saction XV of this Agraaaant contains alscallanaous

provisions concerning tha relationships between and aaong tha

parties which do not affect tha conveyance of lands by tha De-

partaent of tha Interior.

A.

Z

DISPOSITION OP LAMS WITHDRAWN ST SECTION 1425(b)(1) OP AKLCA
[

for tha purposes of this Saction |, the parties agree that
Section 1425(b)(1) of ANILCA withdrew the following lands
located within Townships .11 North, Ranges 1 and 2 last,
and Rangas 1 and 2 West; townships 17 North' Ranges 1 and
2 East' and Ranges 1 and 2 West; Townships IS North'
Ranges Ir 2 and 3 East' and Ranges 1, 2 and 3 Westi town-
*hips 15 North' Rangas 1, 2 and 3.East, and Rangas 1, 2
and 3 West; and Tovnshins 14 North' Rangas 1, 2 and 3 East
and Ranges 1, 2 and | West' Seward Meridian* and provided
for their disposition pursuant to this Agreements
(1) Lands withdrawn or reserved for national defense pur-
posesi and
(2) Lands deterained by the Secretary under Section
3(e)(1) of the Alaska Native Claims Settlement Act,
43 U.S.C. 1601 at sag. ("ANCSA") not to be public
lands for the purposes of ANCSA.
The parties agree that upon termination or revocation of
any withdrawal or upon.a declaration of excess status in
whole or in part of lands withdrswn by Section 1425(b) (1),
or disposition other than in accordance with Section 1425

and this Agraaaant' the Secretary shall convey such lands



©)

Efclutna's or the State's entitlement* a convey-
anea et an undivided ona-half intarast (or.a
aorfaea estate in an undivided one-half inter-
aat) In an aera shall be charged aa if aach
party had received ona-half aera. Tha partiaa
agraa that tha cross rafaranca in Saction 1425
of ANILCA to Saction 906(e) is a typographical

arror and. should in fact be to Saction 90<(b).

t"wda Determined by tha Secretary Pursuant to Saction
3(a)(1) of ANCSA not to ba Public Lands for tha Pur-
poses of AMCIA.

CY

(b)

©

Any lands within tha following described, areas
which' are finally determined under Saction
3(a)(1) of ANCSA not to ba public lands shall ba
conveyed to Ik’utnas
« Sections 13* 23* 24* 2S and 24* Township 16
north, Bangs 1 Mast* and Sections II* IS
and 30, Township 16 north* Bangs 1 Bast,
Seward Meridian.
Any other lands which are finally deterainad un-
der Saction 3(a)U) of ANCSA not to he public
lands shall be conveyed tooths State.
The parties agree that tits revocation of P.L.O.
5187 and power project withdrawals effected by
the filing of this Agraaaant shall not affect
the Secretary's authority to sale 3(a) deterain-
ationa under ANCSA concerning such land. Tha
parties understand that the lands within Power
Sits dassifieation' 107 within Township 14
North* Bangs 1 Bast, Seward Meridian* should ba

conveyed to tha State.



(d) This paragraph & ataall not affact tha rights of
Eklutna in lands finally dataminad by tha See-
ratary undar Saction 3(a)(1) of ANCSA to bo pub-
lic lands.

(@ Notwithstanding subparagraph 8(3)(a) of tha in-
troduction language to this paragraph 1, tha
parties agree that the Alaska Railroad aay ba
cons the property of tha State of Alaska as an
operating entity whether or not first excassed
without there being any violation of Section
1425 or this Agraaaant, to tha extent of the
lands lawfully deterained by the Secretary under
Section 3(a)(1) of ASCSA not to have bean public
lands (including any of the sane that aay be in-
cluded in tha descriptions in subparagraph
8(3) (a))i if *lands or interests in lands in
Paragraph (a) above are transferred to the State
by the Onited States as part of the. railroad
transfer, .the State, will reconvey the .land to
Eklutna if it ceases to- use then in connection;;.
with furnishing nass or bulk transportation.
For so long as the railroad is in operation, the
Secretary shall no convey to Eklutna the lands
lawfully deterained not to have been public
'lands.

Section 1425(c) provides that the State and Eklutna are
authorised pursuant to the agreeaent contenplated by Sec
tion 1425(b), to relinquish one or sore- land selections
whether or not such selections have been previously ap-
proved or tentatively approved. Pursuant to this authori-

ty, Eklutna hereby relinquishes its selections of the



It’

daairaa to ulna, tha partial acting by ragistarad profai-
lional anginaan with axparianca in fluvial goaaorphology
thall prapara a plan of oparationi baaad upon soatainad
yiald. Tha plana ihall addraai tha voluaa of aatariala
which can ba raaovad without daaaga to tha bridga or to
othar riparian landa. Dclntna and tha Stata ahall like-
wise agraa upon a system of accounting for aatariala ra-
novad and othar aacaasary aipacta of tha oparation.

STAT* OF ALASKA WILSON CONDON, ESQ.
Attoxnay Oanaral

»Vi b - Byi .
~ Chip Dannarlain, Diractor Barbara J. Hirada, laq.
Subjact to tha approval of Aaiiatant Attoxnay Oanaral

tha ‘Commissioner of tha Department
of latnral Kaaoureaa and tha
Lagialatura of tha Stata of. Alaska

ANCHORAGE, .a municipal corpora-
tion '

tKXLOTTSA, XHC.

Byl . .
Danial Alax, Pre«i

AND APPROVE)«

g Municipal Attorn*



Pertinent Sectior# of AS 4240. Alatka Railroad Corporation Act

Sec. 4240285, Legislative approval required. Unless the legislature
the action by law; the corporation may not

% exchange, donate, sell, or otherwise convey its entire interest in land;
issue bonds;
extend railroed lines; this paragraph does not apply toa saur,

AD I ?a,\:?ferrg OrSIOColIEJ[raCk of Soyears unless the corporatl
ease a INexcess unless on

reservesthe rnghtto termnlgt?e1 the lease ifthe land is needed for railrced

ly for or of federal land within a municipdlity; before
(r?g gnpp ac);tlm under grent the legislature sztdeterﬁrll)erlhatﬁe
lad is reqjlredforessentl rallroed purposes, this paragraph does not
ag%kallytoihe application for or acceptance of a grant of federal land associated
W

(A) the Anchorage-Wasiila line change project on ElmendorfAir Force

Base and Fort Richardson;
the Fairbanks intermnocal ral yard expansion project;

C) aconveyance of rall properties of the Alaska road uncerthe
original Alaska Railroad Transfer Act of 1982as set out inTitle VI, P.L 97483 in
this raph, "rail properties of the Alaska Railroad haslhen'em §%\en
iNn4BUS.C. 12 10) (82 ch 153SLA 1984 am&A ch O SLA 1999 am

DSLA 20D

Sec. 4240330, Lan (@ The ation shall receive fromthe United
States ang, inits oan name, take tileto dl rall transferred under 45
U.S.C. 1201-1214 (Alaska Railroed TransferAct o . Al land thett is
transferred or |red the corporation is designated as follons:

ralroaj nge r(@/are ralmed utility cormdors;
land outsi ility cormidors is ral land.
Railroad utili | be of awidith at least 100feet on bath
the centerline o the extended main or branch line, unless the
azﬁcqraumdoes not own or contral sufficient land to allow a corridor of thet

Railroad utility cormidors may be surveyed by the metes and bounds

0N may not convey its entire interest in land within a utility
oomdorexcept provided INAS 42.40.285,42.40.370(d) and 4240400
However, the corporation may lease, subject toAS 42.40.285and (d) of this
section, granteasements |norpem1tsfor or otherwise authorize use of portions
ofamlltyocrnctrfortrarepmanm conmrunication, and transmission
and support functions associated with those purposes, and for conmreraial ad
other uses authorized under this chapter ifthe use does not restrict ather pardlld
uses of the utility corricor.

(© The corporation may lease, subject to AS 42.40.285and (d) of this
section, grant easements morpermtsfor ar otherwise authorize use of portions




of raHland. However, the corporation may not convey itsentire interest inrall
land except as prwlded INAS 42.40.285,42.40.370(d) and 4240400
% A lease or disposal oflard%ogn by the legislature under AS
T vy S e by e (5
value as determi aquali raiser or tive
ch 153SLA 1989) P

Sec. 4240400, Vacation of easements. The corporation may vacate
an easement aocplreddmderﬂ}stglapter by executing arrgéihrg tr?e deed inthe
appropriate recording dsirict easementwas acoui corporation
uncer45U.S.C. 1201-1214 (Alaska Railroad Transfer Act of , the state
gﬂl ja&grethe easement for use in confority with those lans. (82ch 153




MUNICIPALITY OF ANCHORAGE
PLANNING AND ZONING COMMISSION RESOLUTION NO. 3006-066

e

(Case 2006-151,; TaXI D. No. 052-061-04)

C,m)-{ l'e(i reasho(yrce rac n rﬁoar CEA@SQEEGaFI arl %ca orat WESt
a e 0
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WS he%erA%enﬂt%&ﬁ‘ﬂe published, posted and maJIed and a public hearing

CommIJ\Sgl)(J)\r/1 ﬁ]HaIIEREFORE, BE T RESOLVED, by the Municipal Planning and Zoning

A Tne Commission makes the following findings offact

(liar %98 peratlonsg ¥g e(en CO%RH o A[?JRC condl 'Orﬁ%lo\l/%eg

B
urnlng he prope OV T ERIT

2 Eklutna Inc. and the Village of Eklutna supportthe condlitional Use.

ST AT

Actlon d| a(rfo jSsion
’%8 0TSuc s besut%)mt?t%e tm%anmen%e men ﬁsce
: TP&%&S* e T o g e S el o
3 A"80 tru%lon hall suq tantlf?]é/ﬁoar%fmm&the r%gH nee(rcse narative
mod er con tlons erein,




E%Sgy are%%%gng Commission
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0

Eﬁla @C%sr%u?rﬁe ec? any land use or excavation permit, the following
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0. Tneoperatlon of the site shall inclucle the following;

a
b

8{1 Cg\lltaetﬁﬁr%onnetl shall be formally treu ;d on all aspects of th

\éT\?jtee @89 Fmbe 0Ptehe rﬂl%I)enrtlra tor ecl; dto aﬁg
ay]van% a%g 31% s‘ﬁps uno
machl 0N andt

Onsite ersonnel hall have or| to direct 1 an-up and
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Planning and Zoning Commission
Resolution 06-066
Page 3

authorit Ao callasfweefar wafer truck and otor grader, as necessary,
0 respo to specific Site conditions or comp amts

d.  Circulation roads within, tr&e exca atmg area shall be maintained to
minimize materials carried onto the a Jacent properties.

e OWners sha dentl contact peapl res on lﬁh%n uw;fe%

enum erso tact. eo es a the

hél%l mum ou CI resen at|v aeo Iutna
utna nc and to. the ger e norce

[T]Jmélnlg LwCI chalr an an Lan nfo cements
HBE‘HIJGF? ny change |nt e contact personn or usmess te ep one

1. Thga [\%al I valid until October 31, 2011, Pri rtotqatdate epgtmonr
congﬁgons

B a time extension oq the same record su F ented as e
% hetl e extension w cﬂ) ﬂrante 3

the arfment. (?
r}eyarln ﬁw J%ommlssmn Inds the 0 erath Bf ot violated the
congtion 0 appr val nor has It created environmental problems either on-site

8 |nn|n Dece ber and very e mtier 1th fte untllte
oqRert trans erre Iutn te IJoep |cants |t#ot
|n orma onepartment an annua mom toring report contammgt e following

. og of any com Ia| ts re in the previous year and how
Ahegcomp aint ast ere (P P Y

b.  Anupdate onthea ountgfmatenal removed during the

reVIoUS year, and an Update, ITnecessary, of any change to
¢ propoted bompleton date Y, orany chang

C. close out inspection of the rty With representatives of
%% Fl;éag%r%gs[gepartment arPJ %[fﬁu%a, nc. gt tﬁe completion

9 The Iaskaﬂ?lroad Coréaoratlon shall seek a #un |ct| | determin t|an from

%rs 53 Sﬁ ean ter ctaut orizations
romt na |t|%{1 sha |m|tadv ISe Jmpact fo water
uaI|I an ltat C|ons and plan t ewor 10 avoid ang inimiz

(l:slt\lﬂlr %Snlcn nte aters, wetlands, and streams, and {0

ov. (?e ano
e e

PASSED AND APPROVED by the Municipal Planning and Zoning Commission
on the 4U day of Decemger oo P J g



Planning and Zoning Commission
Resolytion 06-066
Psge

ADOPTED by the Anchorage Municipal Planning and Zoning Commission

2007 Ifth secretary erved a\Nr n request
5|ntentto aqpna swrrtfsn decrsron/re utro oﬁhef’

Zoni

|ssron STl X\rﬁ) may p rﬂrvg a st ergoard

ustm nt gu ant t0.Anc a%e ||R]a ode nchorage

n| Ipal Cod uIatr ns. se retar not recerveaw tten

re ues |ntentto wrt n sev en ar a so e date the defrsron
ont ere or ecem er4 swr tten ecrs on.Is fina tﬂd not

alable to any q era nrstratve |na a mrstratre ECISIONS WIth no
féﬁr rade Inist atrve reme ymay eappe}aledtothe uperior Court within thirty

Secretary

it
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NA3TVBVILLAGE OFEKLUTNA

February 21,2007

Rep. BU StoKas:
Alaska State Legtsteturs
600 E. Railroad Avanu*
WaalUto, AK 99664 :

RE: NVE, ARRC and EI MOU

Dear Representative StoJtaa:

the Alaska Railroad Cphx*atton, apd Eldtrtne., tgo™A» Wafened the

made. we.want to be In ftat toop. WWhen a bU b intrqdiiood. wa want* dopy for bur
review. Thank youfi”*yeur ponak”ratfcnpfourwtthaa. .

»,

Slhoerely,

26339 Eklutna ViflagaRd. * Chqgiak, Alaska 99567 - (907) 688-6020 ' Fa* (907)668-6021
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Honorable decision
S liea Railroad opts to correct a wrong dona to Nativas

(Published: February 23, 2007)

If the Legislature gives permission, the Alaska Railroad will bring a constructive end to a long and
sometimes bitter dispute with Eklutna Natives in Anchorage.

The railroad has given up its controversial, long-running efforts to quarry rock from a cultural site revered
by the Natives. Instead, the railroad has agreed to clean up the site and deed it back to Native ownership.
(Signing over the land requires legislative approval.) In return, the railroad gets permission to haul off and
use a large stockpile of quarried rock on the site.

It's a good deal all around and deserves speedy approval by the Legislature.

The deal marks a striking change in attitude by the railroad. Previously, the railroad focused on one thing:
extracting the rock. The attitude was: "We need it for operations. It’s cheap and easy to get at. It's on
land we own. We have the right to take it out, and that's what we're going to do."

But the railroad's effort to do that hit many a legal obstade, due largely to the opposition of Eklutna-area
Natives.

JAProck would come from two knobs that have special cultural significance. The name "Eklutna" means
N a hills on a river," says Eklutna tribal administrator Dan Alex. The two hills were a lookout point for
guarding against enemies and offered a high, dry refuge from the tides of upper Cook Inlet, with firewood
and fresh water.

"You take away the hills, you take away the name 'Eklutna,”™ Mr. Alex said more than a decade ago
during an earlier phase of the village's battle against quarrying operations.

Eklutna Natives say that their title to the railroad's quarry site was wrongly taken away decades ago by
the federal government Long before the 1971 Native land claims settlement, the area was part of the
Eklutna Indian reserve. As with Indian reserves at the time, it was managed in trust for the Natives by the
federal Bureau of Indian Affairs. But BIA was hardly a vigilant defender of Native interests.

Citing wartime necessity, the U.S. Army took over the quarry site for railroad operations during World War
n. After the war, the railroad kept It instead of returning the land to the Indian reserve.

When Alaska Railroad Corp. president and CEO Pat Gamble learned all that history, he decided the railroad
should reverse course. He wanted a more cooperative relationship with Eklutna Natives, who own much of
the land surrounding the railroad tracks In north Anchorage.

Under Mr. Gamble's leadership, the railroad was able to strike a deal that will put this dispute to rest. The
land will go to Eklutna Inc., the Native corporation that replaced the Indian reserve as part of the 1971
land daims settlement The tribal government of Eklutna village, which is separate from the corporation,
is happy with the deal.

uired by the 1971 settlement, mining rights to the remaining rock will belong to Cook Inlet Region
he Native corporation for the Southcentral region. Eklutna Natives say they've been assured that



CM! wiH not violate their wishes on the stto.

All In ell, this is one of those deels where everyone gets something end nobody Is left out, trying to kill It
jA"broad support should make It easy for the Legislature to give the deal its blessing.

Bo (TOM LINE: Eklutna Natives will get back land that never should have been taken from them.

No-show should go

University regent ought to resign

As if a 92-count federal indictment on fraud charges Isn't enough of a reason for Jim Hayes to resign as a
member of the University of Alaska Board of Regents, a recent news report has given Alaskans another

motivation to call for Mr. Hayes to step down.
He has missed more than half of the board meetings in the past 14 months.

If he is not going to participate, then he should step aside and let someone else step up to help lead the
university.

A federal grand jury in January indicted Mr. Hayes and his wife for allegedly diverting federal social service
grants to their own personal use. The couple have pleaded not guilty to misusing $450,000 in federal

funds.
Mr. Hayes has resisted numerous calls that he resign from the university board, stating that he intends to

around and serve until the end of his term in 2011. But if he doesn't go to even half the meetings,
can he consider that serving? According to the university, he missed four of nine regent meetings last

-and both meetings so fa. this year.

Nor does he admit to his attendance shortcomings. "My attendance has been pretty good," he told the
UAF campus newspaper. "l think | only missed one meeting last year."

Gov. Sarah Paiin's attorney general has advised her that she lacks the legal authority to remove Mr. Hayes
from the board. The opinion was all about firing without cause. She could fire him for cause, but It would
be messy. That leaves just two options: The Legislature could impeach Mr. Hayes, or he could simply

resign.

He should resign for the good of the university. But if not, and if he's not going to even attend the
meetings, he should stop this charade as a regent and immediately resign.

BOTTOM LINE: Criminal charges? Lousy attendance? When is it enough to push Mr. Hayes to resign?
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Alaska Railroad to return

48 .2 acres oftribal land to

Eklutna

By DARRELL L BREESE
Alaska Star

After nearly 15 years of contentious battling and
three Alaska Supreme Court cases, the Alaska
Railroad has reached an agreement with the
Eklutna Village and Eklutna Inc. to return 48.2
acres, including the Eklutna Hills, back to the
Dena'ina people of Eklutna.

"It's time to settle our differences and do what's
right,”"” Alaska Railroad president and CEO Pat
Gamble said. "The land Is of historic and cultural
significance to the people of Eklutna, so we're
returning it to the rightful owners."

The land has been used by the railroad as a rock
quarry since the mid 1940s, and, according to
the Alaska Native Claims Settlement Act and the
North Anchorage Land Agreement, ownership is
to revert to Eklutna Inc. once the railroad ceases
to use the quany."We've determined that we wiill
no longer be using the land,” Gamble said. "After
we complete the removal of stockpiled material,
we're going to return the land to Eklutna as per
our agreement.”

Gamble added that railroad work crews stopped
working In the quarry in 2001.

The agreement, reached Jan. 22, Involved

hittp:/www.alaskast8r.wm/stories/030107/new_20070301003 shtml

A WEEKLY NEWB{ftAPBI
SERVING EAGLE INVER,
CHUGIAK AND EKLUTNA

Last updated) Thu, 01-Mar-
2007 14:32
Temperature: 12*F
R QY
Humidity:
From the ENE

«qp at 29 MPH
Wind! Qusting to 40
MPH

2994 In. Hy
Visibility! 3 miles
Conditions; a ear

Choose Your City 4

March
s M T W T F s
1 2 3

4 5 6 7 ¢+« 9 10
11 12 13 14 IS 10 17
It 19 20 21 22 23 24
23 26 27 26 29 SO 31

3/1/2007


http://www.alaskast8r.wm/stories/030107/new_20070301003.shtml

»Ftag*»P«0o« representatives from the railroad, the Native
Village of Eklutna and Eklutna Inc. However, for
the transfer of ownership to be complete,
approval from the state Legislature is required.

That cor'd be a sticking point to the whole deal,
as there Is no legislation currently being
considered for the transfer.

"The railroad officials were down In Juneau trying
to drum up support and secure a sponsor for the
land transfer legislation, but they didn't have
anything ready to sponsor,” Chugiak Rep. Bill
Stoltze said. Tm not going to sponsor legislation
before | can read it and have the details, and the
railroad didn't have anything prepared when they
spoke to me."

Stoltze said if a draft bill were prepared by the
railroad he'd consider it, but added he wouldn't
sponsor it until he had all the details and knew
each of the parties involved was comfortable and
happy with the deal."My chief concern is trust,”
Stoltze said. "l represent the area, and | trust
Eklutna Inc. and the Village of Eklutna. But when
the railroad is involved, my antennas go up,
especially considering the history of litigation
between the parties."

Despite Stoltze's radar being activated, both
Gamble and Jim Amesen, corporate land
manager for Eklutna Inc., say the deal Is all
aboveboard.

"Eklutna Is just getting the land and the
remaining resources Intact,” Amesen said. "The
transfer of ownership for this land has no
connection with other dealings that we might
have with the railroad.”

"We're just being good neighbors,” Gamble said.
"This land is an important part of the village, and
we are happy to give it back to the rightful
owner."

Eklutna Village chief administrator David Alex
sent a letter to Stoltze, spelling out the village's
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'w
support for the deal.

"We support both the goals (the railroad
completing removal of stockpiled rock and the
transfer of land to Eklutna Inc.),* he wrote. "We
hope that legislation can be passed that will
allow the Alaska Railroad to make the transfer.*

Under the agreement and part of the land
rehabilitation, the railroad will perform is the
extraction of the 145,000 tons of stockpiled
material from the quarry.

"It cost us about $1 million to produce the rock
about six years ago when the quarry was last
active,* said Tom Brooks, the lead engineer for
the railroad. "Without Eklutna giving us access to
stockpile, it would cost an estimated $2 million
to produce or purchase the same amount
elsewhere.”

The assurance by Eklutna allowing the railroad
access to the stockpile led to federal regulations
limiting the use of the rock from the quarry to be
lifted and the railroad to acquire the necessary
permits for the use of the materials.

After removing the surplus rock, the railroad will
remove the spur track leading into the quarry
before returning the land to Eklutna.

Reach the reporter at
darrell.breese@ alaksastar.com.

This article published in The Alaska Star on Thursday,
March 1, 2007.
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Sponsor Statement Le
House Bill 212 -

Alaska Railroad Land Transfer of Eklutna Quarry to Eklutna, Inc.

House Bill 212 would authorize the Alaska Railroad Corporation (ARRC) to transfer its entire
interest in the Eklutna Quarry site north of Eagle River to Eklutna, Inc., the ANCSA village
corporation created for the Eagle River area containing the quarry site.

On February 1,2007, ARRC, Eklutna Inc. and the Native Village of Eklutna signed an
agreement memorializing this land transfer. The agreement allows ARRC to obtain appropriate
permits and begin removing stockpiled material in the quarry with a replacement value of
approximately S2 million. All parties understood that legislative approval would be required
before ARRC could carry out the land transfer.

This 43-acre property and its use as a quarry has been the subject of a long-running dispute
between ARRC on the one side and the Native Village of Eklutna and the M unicipality of
Anchorage on the other. That dispute culminated in three Alaska Supreme Court decisions,
which denied ARRC continued use of the quarry without first obtaining a municipal
conditional use permit, and prevented ARRC from obtaining federal approval to use the rock

on federally funded projects.

W hile ARRC has recently obtained local and federal approval to remove the processed m aterial,
it is unlikely to ever obtain future permits for new blasting without consent of the Village as
tribal representative of the Dena'ina Native people. That consentis highly unlikely because the
hills that comprise th*1quarry have valid historic and cultural significance to the Dena'ina. As a
result, ARRC determined thatit will not use the Eklutna Quarry again for mining rock and has
developed a new quarry site on property it owns near Curry, which is approximately 20 miles
north of Talkeetna.

Certain agreements that resolved ANCSA Native land claims long ago identified Eklutna, Inc.
is the eventual recipient of title to the quarry. Under the North Anchorage Land Agreement
(NALA), and the ARRC-Eklutna 3(e) Claims Settlement Agreement, the Quarry will revert to
Eklutna, Inc. when it ceases to be used for certain transportation purposes.

Legislative approval of HB 212 w ill execute these long-standing agreements and pave the way
for ARRC and Eklutna, Inc. towork on future land negotiations that are beneficial to both

entities.
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SB 104 NATURAL GAS PIPELINE PROJECT
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ALASKA STATE LEGISLATURE

stale Capitol, Room 119

Sen. Charlie Hoggins, Chair
Joneao AK 99601*1182

Sen. Bert Stedman, Vice Chair

Sen. Lyda Green 907-485-3878
Sen. Gary Stevens Fan 907-463-3265
800-862-3878

Sen. Lesil McGuire
Sen Bill Wielechowski
Sen. Thomas Wagoner

Senate Resources Committee

March 5,2007

Mr. John Bitney, Legislative Director
Office of the Governor

State Capitol
Juneau, Alaska 99811-0001

Dear Mr. Bitney,

This is in response to your letter of February 27, inquiring about the committee's
hearing schedule. Itis my intention to begin hearings on the Alaska Gas
Inducement Act (AGIA) mid-month.

We look forward to receiving the back-up materials attendant to this legislation and
eagerly anticipate a fulsome discussion in the legislature leading to timely passage of
a vehicle that expeditiously moves us forward toward construction of a natural gas

pipeline.

Sincerely,

Charlie Huggins, Chair
Senate Resources Committee
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STATE OF ALASKA
OFFICE or THE GOVERNOR
JUNEAU

February 27,2007

The Honorable Charlie Huggins, Chair
Senate Resources Committee

Alaska State Legislature

State Capitol, Room 119

Juneau, Alaska 99801-1182

Dear Senator Huggins:

Governor Palin plans to introduce a bill on Friday to help spur development of
an Alaska natural gas pipeline entitled, "An Act relating to die Alaska Gasline
Inducements Act; establishing the Alaska Gasline Inducements Act matching
contribution fund; providing for a state gas pipeline coordinator; relating to payment of
certain rentals and costs under the Right-of-Way Leasing Act; making conforming
amendments; and providing for an effective date."

We shall provide you a copy of the Governor's transmittal, fiscal notes, and other
back-up materials on Friday, but, as you prepare next week's committee schedule, we
respectfully request that you schedule this measure at the earlier possible opportunity.

Sincerely,
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ALASKA STATE LEGISLATURE

Sen. Charlie Huggins, Chair
Sen. Bert Stedman, Vice Chair

Sen. Lyda Green

State CapM . Room 119
Juneau AK 99901-1182
907-883-3878

Fax: 907-4833285

Sen. Gary Stevens
9004823878

Sen. LesU McGuire
Sen Bill Wielechowski
Sen. Thomas Waeoner

Senate Resources Committee

March 8,2007

Mr. John Bitney, Legislative Director
Office of the Governor

State Capitol

Juneau, Alaska 99811

Dear Mr. Bitney,

Further to your inquiry about our schedule for hearing AGIA: our current plan is to
dispense with the remainder of Governor Palin’s appointments to boards and
commissions, which have Jius far been referred to this committee, on Monday March
12th The remainder of the week’s schedule has been cleared and reserved for AGIA.

We're looking forward to the two part explication of the legislation by the Administration
and will of course calendar additional sessions to accommodate your team if needed.
Please let us know if this schedule meets your needs, or if you have any special
requests for space or audio visual support. Although your presentation hearings will be
scheduled as “listen only" we’ll be requesting LIO’s, state-wide, be teleconferenced into
the meeting in order to make the information available to the broadest possible

audience.

Sincerely,

Charlie Huggins, Chair
Senate Resources Committee
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state of Alaska

Office of the governor
Juneau

March 2,2007

The Honorable Lyda Green

'FA’\rlesEegEa (%f t{]e _elnetxte \ |
aska egislature

State Capltoﬁ Rgomm ) ¢ 00

Juneau, AK 99801-1182

Dear President Green:

Under the authority of Article 111, Section 18, of the Alaska Constitution, I am
transmitting a bill that facilitates commercialization of Alaska's North Slope natural gas
resources and promotes continued exploration and development of those resources.
The bill will induce expeditious construction of a natural gas pipeling to transport
Alaska's North Slope natural gas to market using a process that is fair, transparent, and
competitive. Our nation's energy markets are hingry for Alaska's gas resources, and
Alaskans have waited for decadés to sec these resources developed.

_Earlier this week | had several successful meetings with federal officials in
Washington, D.C., including the distinguished members of Alaska's Congzressmnal
delegation. These meetings affirmed for me that it is time for Alaska's natural gas
resolirces to be developed'in order to meet the energy demands of our nation. The
Chairman of the Federal Energy Regulatory Commission, Joseph Kelliher, made the
statement that my plan does "répresent the best hope for building a pipeline to bring
Alaska's vast natural gas resources to the energy consuming lower 43states.

This bill sets forth the following: (@) midstream inducements to encourage
companies to identify development benchmarks and build the gas pipeling; ()
upstream inducements that will encouragze the holders of North Slope gas reserves to
commit their gas to the project; (C) terms that an application must contain to qualify to
compete for an exclusive license to the midstream inducements; (0 evaluative critéria
by which competing applications will be measured; (€)a public process for rewewm?_
the applications; (f)a procedure by which the applications will be reviewed and a notice
of infent to issue a license that will be transmitted to the I_eglslature; and (g) auditing
and enforcement tools to protect state contributions and interests.
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March 2, 2007
Page 2

. The midstream inducements will mcludeamatch_mg contribution of up to $00
million paid out during me highest risk phase of the project, which is the period the
licensee |scomPIet|ng e work necessary to obtain a certificate from either the Federal
Energy Requlatory Commission (FERQ or the Regulatory Commission of Alaska
(RCA). The licensed project will also, benefit froma state program that provides

fraining to Alaskans for gas pipeline jobs.

The bill off. s explicit requirements that state permits and authorizatigns relating
to the pipeline be exi)_e ited and coordinated in order to avoid comPhcated, time- .
consuming and conflicting state and federal permitting processes. In order to facilitate
a successful projectand an expedient process, the bill will emP_ower the governor to
ap_Pomt a gas pipeline coordinator to oversee the state permitting process and.work
with the féderal pipeline coordinator to integrate the state and féderal permitting

DIOCESSES.

The upstream inducements will encourage those wha hold gas reserves under
|ease to commit that gas to the pipeline licensed under the bill. Uniaer the "royalty
inducements," the state will develop regulations to provide predictability inthe ~
determination of royalty value and the exercise of itS right to take its royalty share in
kind (as gas) or in valug gas money). A "gas production tax exemption™ will give
shippers of gas an exemption fromt production tax equal to the difference between the
tax obligation based upon the tax rate in affect at Open Season, and any higher rate that
becomes effective in the ten years following commencement of'the gas pipéline
commercial operations. These provisions address leaseholders’ coricerns that they need
to know how their royalty and tax obligations will be measured for a reasonable period
Into the fufure before they irrevocably commit to ship their gas at an Open Season. The
benefits will be available o all leaseholders who commit gas to the licensed gas pipeline

project during the initial Open Season.

The bill will accomplish six primary goals: (1) initiate an application process
open_to any p[okect sponsor; (2) take clear steps to ﬁromote the construction of a gas
pipeline as quickly as possible, (3)ensure the North Slope basin is open to _Ionq—term
?as exploration and development, (@)ensure reasonable tariff rates are available to
ransport Alaska's natural gas to market, (5)ensure North Slope natural gas is available
fo Alaskans, and (6) ensure’ Alaskans are trained and ready for the natural gas pipeline

jobs and those jobs arc made available to Alaskans.

.. Toaccomplish the first goal, applications will be welcomed from any entity or a
coalition of entities interested in constructing the gas pipeline. However, anly those
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applications that fulfill the “qualifying application requirements” will be considered for
the license to the midstream Inducement package.

.. To.accomplish the second goal, the bill will require that applications provide a
detailed description of the applicant's proposed project, mcludln%route size, design . .
capacity, timeling and budget. Applicants must agree to hold an Pen Season ﬁt_osollmt
firm commitments to ship 8as on the p|peI|ne_%_W|t in three years of getting the license,
and will detail steEps towardl obtaining a Certificate of Public Convenience and
Necessity from FERC or the RCA. The state gas pipeline coordinator will also ensure an

expeditious requlatory process.

. Toaccomplish the third ?oal applicants must commit to e§<5pand_|ng the_p|PeI|ne
project when new gas 1S available, There is currently more than 35trillion cubic feet
J?of_proven reserves of patural qas on Alaska's North Slope. However, most
g_eo 0gists agree that there is many times that amount of North Slope gas awaiting
ISCOVEry. %ensurmg that the pipeline will be expanded when more gas is discovered
and ready tooe shipped, the bill assures that Alaska's gas will serve thé nation's energy
needs for decades. Therefore, applicants must commit'to evaluate the demand for
pipeline expansion at least every two years, and to expand when there is sufficient
uantities of gas to ensure an economic exPansmn. The costs of any expansions will
then be collected throuqh "rolled-in" rates that pass those expansion costs on to all
shippers in the gas pipeling, The AGIA will cap the cost of rolled-in price increases at
no more than 15 percent of initial rates, in response to concerns regarding the

predictability of tariff rates.

Toaccomplish the fourth goal, applicants will have to commit to propose and
support tariff rates that would produce the lowest reasonable transportation costs in
order to produce the highest price at the wellhead. Mmlmlzm?1 transportation costs
result In the state maximizing its royalty revenue stream as well as that of the

producers.

To accomplish the fifth goal, applicants must provide for a minimum of five off-
take points in Alaska. This, in Conjunction with the "distance sensitive tariff rates”, will
allow gas tq be withdrawn from the pipeline at reasonable transportation costs in order
to serve residential and business needs across the state.

.. Toaccomplish the sixth goal, applicants must commit to establishinga gas . .
pipeline project headquarters in Alaska, estabhshm% hiring offices in Alaska, and hiring
qualified Alaskans, thus giving Alaskans access to the thodsands of new pipeline jobs.
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The bill requires the application process to commence no more than three
months after the bill passes, when the commissioners of Natural Resources and
Revenue issue a request for applications (RFA). Applications will be due undera
deadline established by the commissioners; however, our intention is to allow
applicants three (3 months to respond to the RFA.

. Applicants will be deemed "qualified" by having fulfilled the bill's requirements.
guahfle applications will then be evaluated by the commissioners of Natural
esources and Revenue to determine which application best meets the stated goals.
Before |ssum?_a written determination, the commissioners will publicly release
complete applications and take comments for 60days. Applicants could apply to keep
confidential the proprietary information or trade secrets included in their applications.

The bill sets forth "evaluative criteria” fofacilitate the selection process. The
evaluative criteria are: the proposed pro*ect timeline, the proposed method to manage
cost overruns, the proPosed tariff rates, the ability of the Pro_ ect design to accommodiate
expansion, the Percen age of the state matching fund that will be used, whether the
project is feasible, and the applicant's ability to perform. The commissioners will
P_ubllsh anotice of intent to'1ssue a natural gas pipeline project license with written
Indings, and forward the notice of intent, with flnd_ln%s and SLéPportmag
docunentation, to the legislature. The legislature will have 30 days to disapprove the

commissioners” proposed action.

The hill also Rrov_ldes that the licensee must commit to spend the mone

necessary to, build the pipeline within one year of receiving a certificate from the FERC
or the RCA if the project has credit support adequate. to finance construction of the
roject. If necessary, the licensee would have an additional four years to obtain
ma_ncmg, or transfer the certificate and all associated work prodct to another licensee
designated by the state. If the project becomes uneconomic after the license is awarded,
the Bill provides a process for relinquishing the license that will enable the state to
recover the penefit of its investment in the project and issug another license. To
encourage the licensee to spend its money working toward Open Season, and
certificafion, and bundm% he gas pipelirie project, the state will agree that if it provides
financial benefits to another company to encolrage the construction of a competing
Plpellne PrOJect_after the license is issued, the licensee will be entitled to recover from
he state thrée times the amount it spent on the project.

The bill identifies quantifiable values the state is willing to commit to encourage
early and appropriate deveIoPment ofan Alaska Gas Pipeling"project. |t also identifies
thi. elements necessary to protect the state, and the nation's, long-term interests in
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development of additional gas reserves. The bill protects the state from untenable risks
and will induce expedited construction of a gas pipeline that powers the state and the
nation. |urge your promptand favorable action on the hill.

Sincerely,

Sarah Palin
Governor



FISCAL NOTE

STATE OF ALASKA Fiscal Nets Number: U J7-00e<M>NW-0*q-OK)i-<
2007 LEGISLATIVE SESSION Bill Version: uot-ooso
() Publish Data:
Revision Date/Timo (Note if correction): Dept. Affected. Natural Reeouroas
Title Alaska Gasline Inducements Act RDU Resource Development
Component fail & Qas Development
Sponsor Rules Committee
Requester Governor Component N~ 43ft
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2006 FY 2006 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 0.0 0.0 0.0 0Jo 0.0 0Jo

ICAPITAL EXPENDITURES | | | | | |

[CHANGE H REVENUES ( ) | | | | | I

FUND SOURCE (Thousands «f Dollars)

1002 Federal Receipts
1003 GF Match

1004 GF

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of sny currentyear (FY2007) coet 6,550.0 Requested as a capital project
Mark this box (X) If funding for this bill is Included in the Governor's FY 2006 budget proposal: |

POSITIONS
Full-time
Part-time

Temporary

ANALYSIS:  (Attach a separate papa tfnacaaaary)
-This fiscal note represents the gasline-related supplemental requested in HB138/SB82, Section 2 (a). This

was requested as a capital project with an effective date of February 1,2007.

Section 2(a) + $6,550,000 general fund for gas pipeline analysis projects. This funding will be used to pay for
consultants to advise the state on the structure of an RFP for gasline proposals; and to cover the cost of
outside experts and legal counsel on federal pipeline law and the FERC process. DNR estimates that
$4,135,000 win be expended in FYO7, and $2,415,000 in FY08.

Prepared by: Kevin Banka, Acting Director Phone 907-269-8600
Division OH & Gas Date/Time 3/1/2007
Approved by:  Tom Irwin, Commissioner Date 3/1/2007
Agency Natural Resources
Page 1of 1
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FISCALNOTE

STATE OF ALASKA Fiscal Note Number
2007 LEGISLATIVE SESSION BiU Version: U070000

() Publish Date:
Revision Date/Time (Note if correction): Dept Affected: Natural Reeouroas
Title Alaska Gasline Inducements Act RDU Resource Development

Component Alaska Gasline InducementsAct
Sponsor Rules Committee
Requester Governor Component No. ntw

- o - (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2011
Personal Services 261.3 612.2 612.2 612.2 612.2 612.2
Travel 20.0 20.0 20.0 20.0 20.0 200
Contractual 10.8 27.0 27.0 27.0 27.0 27.0
Supplies 10.0 19.0 10.0 10.0 10.0 100
Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 802.1 678.2 668.2 889.2 689.2 N M
ICAPITAL EXPENDITURES 1600.000.0*1 1 1 1 1
ICHANGE M REVENUES ( ) 1 | | I I
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF 3021 678.2 669.2 669.2 669.2 669.2

1005 GF/Program Receipts
1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)
TOTAL 302.1 678.2 889.2 889.2 889.2 669.2
Estimate of any currentyear (FY2007) cost 0.0

Check this box (X) If funding for this bill is included Inthe Governor's FY 2008 budget proposal: |

POSITIONS

Full-time 2 5 5 5 5 5
Part-time

Temporary

ANALYSIS!  (Attachaaaodiaiaceoaif necaseety)

This biSauthorizes the Alaska GasUne Inducerment Act (AGIA) whichwould create a conpetitive pubSc process for Inviting
applications fora license under thisAct  The applcstion process would include certain application requirerents before an
application can be considered as wex as ariteria by which the Conmissioners of Natural Resources and Revenue WN evaluate aS
qualifying applications.

The Act would also create Inducerments induding: state metching contributions for pipeline construction inan amount not to exceed
$600 miion and the berefit of a state g»s pipeline coordinetor.

Under the AGIA. the licensee or Its designated afiteatewould bo erttilled to state matching contributions for quaVied expenditures
(post license costs incurred by the Hoensoe that are directly and reasonably related to obtaining a certMcale of public necessity and
convenience tom the FERC or RCA for development of the protect).

(Continued on next page).

Prepared by:  Kevin Banks. Acting Director Phone 2696800
Division Oil and Gas Date/Time 2/28/2007
Approved by:  Tom Irwin. Commissioner Date 2/28/2007
Agency Natural Resources

(RnmMWIHOMOMB) Pg”ne 1 of 2



FISCAL NOTE

STATE OF ALASKA BILL NO. Notooso
2M7 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

Until the dose of the first binding iwion, the statawB rmetch equaly ft* Reenaee’s qualMed expenditures. After toe doe* of to#
first binding opan season, tha stata shat match tha quaHed expenditores at a isvai specified intea Mearnstbut tea amount may ba
no greater than 80 percent. Over a tive year pertod these contributions may not exceed $600 million The present vetoe of tee
state's total $800 million contribution would be roughly $415 miNon, because state spending w i be spread over several years.

AGIA win generate a number of project benefits that could nore then offset its costs. The size of these benefits wN depend on
ultimete project scope and marrital prices, which AGIA leaves to tee conpetitive process. Actual benefits win vary depending upon
project terminus (Alberta. Chicago), size (1.2 BcMay. 4.5 BcMay). mode of transport (pipeline only, pipeline plus LNG todtetes).
among ather things. lllustrative benefits shown here assunme a 4.3 BcMay project to Ateerta, Canada with a constructioncost teat is
S0% greater than assumed in 2001. Resullts are presented in present value dollars, assuming a disocount rets of 5% to recognize
thet a dottsr of state benefit received intee Mure will be worth lees teen a dollar spent today.

Hirst. AGIA is likely to result ina project sooner than if no pipeline legislation is passed. By having the state agree to shoulder a large
share of the upfront capital that is particularly risky. AGIA ansures teat inexchange project proponents comit to move tee project
forwerd past dearly defined benchimarks. Because AGIA resuRs ina project sooner, the current value of project revenues totee
state Isenhanced Assuming a gas price of $6.50. if AGIA accelerates project startup by one year, tom 2017to 2016, stele basnette
wil exceed $L.5 biNon; a two-year acceleration inthe project retums $32 bieton; a three-year eccetoralton generates $4.9 bteon.

Second, AGIA's requirenment of a minimum 70 percent share of debt in tee determination of terifti ensures teat tee stete wte not pay
unnecessarily high trangportation costs. \Meout this protection, project terifb could be calculated on tee baste of 80 or even 50
percent debt and stV pass regulatory scrutiny. The tariff benetts of a 70 percent debt structure, rather teen 60 percent or 80 percert,
are 26 cents and 56 cants per MVIBtuL. respectively. The savings to tee stale are $1.25 bidon and $2.63 bwon, respectively.
Meanv.hito, toner tariffs inrove project economics for holders of bote existing and ytt to be discovered gas reserves, thereby
increasing tee tikelinood that the project wB commence sooner. The degree towhich such savings are resized depends on how,
absent AGIA's requirerments, project tariffs would otherwise have been determrined.

Third. AGIA's pipeline access provisions pramise to increase conpetition for exploration and devsiopment of Alaska's gas
resources, teading to earlier and nore significant pipeline expansions. Tha value tothe stats of such expansions is scenario spadtic,
and cannot ba accurately predicted. That said, ifAGIA's expansion provisions caused the pipeline to expend by 10%inyear 3of Ms
gperations, whsresawithout AGIA such an expansion would not occur, the increase in stete royalty and taxes would be roughly $3
hitionn today's dollar*. Even Ifthe chances that such an expansion would otherwise not occur wart only ar#intive tiwAGIA
investrrent of $800 millionwould more teen pay for Itself inthis provision alone.

Hnally. AGIA will directly ensure lower tariffs. The state’s direct investment in upfront developrment costs would reduce tee coat of
moving gas to Alberta by roughly 4 cents. The present value royalty and tax beneSts of this 4 cant tariff reduction come to $163
mitiion. Put differently, assuming $6.50 gas prices, during pipekas operation the stete will receive roughly 45% of tee value of Rs
contribution inincreased royalty and production tax benefits And at gas prices of $7.50 or higher the state’s upfront conttoution
actually generates more in royalty and tax benefit* teen Hoosts.

The state gas pipe'lne coordinator wil haip expedite the review and coordination of 8> state and tedaral permits and processes,
ensure thet a state and federal environmental requirenents have been conyleted, and coordinate with tee federal coordinator tor
returd gas transportation projects inAlaska.  Itis this position's responsihility to ensure that no step#have been mtoeed teat may
slow down the corstruction of the pipeline tnd that the state's involverment Inthe Federal EIS process fsoNtetes expeditious
permtting.

The state gas pipeline coordir*tor is an exempt position (Range 26M $209.0). To assist the state coordiretor, four additional
positions would be needed: a Pipeline Engineer (Range 260 $150.9). a Natural Resource Specialist IV with knowledge of slate and
federal ervironmental regulations end r jministrative procedure (Range 21C $108.9), a Natural Resource Specialist Il toassistwkn
tkte work (Range 18C $91.1). and an Administrative Clerk Il (Range 8$652.3). it is anticipated thet the stete coordinator and dlerk
would begin inFY 08. There wi(J be trevet associated with the foncbons of at least two of these positions. Al of the postbe.wwil
sunset one year after commencement of the gas pipeline contrercial operations.

This fiscal note assumes that tha FYO7 Supplemental Appropriation for Gasline requested in HB136/SB62-Sec2(e&b) wB be toRy
funded.

* $300,000,000was agpropriated lest year (SLA2006/Cht3/Sec14) tom the general fond to Alaska Housing Finance Corporator)
for the purpoee of funding capital projects induding financing expanses and may be avaliabie to partially fond the matching grant

Page 2 of 2



FISCALNOTE

STATE OF ALASKA Fiscal Note NumberLL-07-0060-DOR-NQC-2-2507
2007 LEGISLATIVE SESSION Bill Version: LL-07-0060

0 Publish Date:
Revision Dataffime (Note if correction): Dept. Affected Revenue
Title AQIA ~ RDU Administration i Support

Component Natural Gas CommefdaKzation
Sponsor Govenyr
Requester Rules Committee "Component flo- 2659
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not indude inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2008 FY 2008 FY 2010 FY 2011 FY 2012 FY 2013 1
Personal Services 294.0 294.0 294.0 294.0 294.0 294.0
Travel 25.0 25.0 250 25.0 25.0 25.0
Contractual 1,897.0 900.0 450.0 10.0 10.0 10.0
Supplies 100 20 20 20 20 20
Equipment

Land & Structures
Grants & Claims

Miscellaneous
TOTAL OPERATING 2.228.0 1.221.0 771.0 331.0 331.0 331.0

ICAPITAL EXPENDITURES | | | | | | |

ICHANOE IN REVENUES ( ) | | | | I | |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF 2.226.0 1,221.0 771.0 331.0 331.0 331.0

1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TOTAL 2.228.0 1,221.0 771.0 331.0 331.0 331.0
Estimate of any currentyear (FY2007) cost 784.0
Check this box (X) If funding for this bill is Included In the Governor's FY 2008 budget proposal: | X |
POSITIONS
Full-time 2 2 2 2 2 2
Part-time
Temporary

ANALYSIS: (Attach a aaparata papa rfnacastary)

Operating expenditures include costs for 2 additional economists/commercial analysts in exempt positions.
These positions would be used to draft the tax related provisions of the request for application, assess
economic viability of projects contained in applications, including economic impacts on future state
revenues and value of inducements, and develop the Department’s recommendations for changes to the
existing gas production tax statutes and regulations that will need to be in place as inducement for
producer's gas commitments under the Alaska Gasline Inducements Act. In addition, property tax impacts
of pipeline construction to state and municipal revenues will need to be understood and forecasted.

Prepared by:  Roger Marks Phone 2390082
Division Tax Division Data/Time 2/28/0712:00 AM
Approved by: Jerry Burnett Date 2/28/2007
Agency Department of Revenue

(**e*Mo0e0'iB) Page 1 of 2



2M7 LEGISLATIVE SESSION

ANALYSIS CQMHNUAT10N

Contractual expenditures include assistance in formulating raviaiona to tha tax atructura, atudying
comparative international fiecal ayatama for gaa to anaura changes to state’s gas production taxes leave
Alaska in a globally competitive position, and writing regulations.

Other contractual costs are for legal support for attomeys/law firms with appropriate specialties outside of
AOs office to advise us on tax structures and creation of new tax structure; assessment of legal issues and
impediments to marketing options now being considered to assist in evaluation of projects; and legal
assessment of financial covenants impacting state and its project selection in standard commercial
financing arrangements and governmentally guaranteed financing scenarios.

The FY 2008 costs we also inthe Oil & Oas Supplemental Bid (SB 82). In addition, that BM contains FY
2007 costs of $123,000 personal services, $425,000 contractual, $10,000 travel, and $365,000 legal

support



FISCALNOTE

Fiscal No* Number

STATE OF ALASKA
2007 LEGISLATIVE SESSION

Revision Date/Time (Note if r erection):

Bill Version:

Title Alaska Gasline Inducement Act

Sponsor TEuies Convnittae

() Publish ate:

Dept Affected;

LL 07-00

Administretion

A6CCC
Component A6gCC

u. 07-e0-O0A-AOOCC-OVQI-07

Requester Governor

Expenditures/Revenues i

Componentno - 2010

(Thousands of Pollers)

Note: Amounts do not indude inflation unless otherwise noted below.

FY 2010

OPERATING EXPENDITURES FY200S FY 2000
Personal Services 0.0 0.0
Travel 0.0 0.0
Contractual 0.0 0.0
Supplies 0.0 0.0
Equipment 0.0 0.0
Land & Structures 0.0 0.0
Grants & Claims 0.0 0.0
Miscellaneous 0.0 0.0
TOTAL OPERATING 0.0 0.0
ICAPITAL EXPENDITURES | 00 | 0.0 I
ICHANGEK REVENUES ( ) 1 001 001
FUND SOURCE
1002 Federal Receipts 0.0 0.0
1003 GF Match 0.0 0.0
1004 GF 0.0 0.0
1005 GF/Program Receipts 0.0 0.0
1037 GF/Mental Health 0.0 0.0
1162 AOGCC Receipts 0.0 0.0
TOTAL 0.0 0.0
Estimate of any currantyear (FY2007) coat: 00
Mark this box (X) If funding for this bill is included In tha Governor's FY 200S budget proposal: |
POSITIONS
Full-time
Part-tiire
Temporary

ANALYSIS: (Attach a aaparata paga If nacaaaary)

This legislation will not have a fiscal impact upon the Alaska Oil and Gas Conservation Commission.

Prepared by: Jody J. Colombia, Spade! Assistant |
Division Alaska Oil and Gas Conservation Commission

Approved by: Rachael Petro, Deputy Commissioner.

Agency Department of Administration

(RtwMd SMI/2006 OUB)

Phone 7931221
Date/Tima 3/2/07 3:19 PM

Date 3/2/20071:00pm

Page 1oft

FY 2011 FY 2012  FY 2013
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0. 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.01 0.0
001 001 00 1 001
001 001 001 00 |
(Thousands of Dollars)
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
i )



ALASKA STATE LEGISLATURE

t e Charlie Huggins, Chair State Capitol Room 119
So I BertStedman, Vice Chair Juneau AK 99101-1112

Sol Lyda Green 907-465-3878
Sen. Gary Stevens Fax: 907-465-3265
800-942-3978

Sen. Lesil McGuire
Sen Bill Wielechowski
Sen. rhomas Wagoner

Senate Resources Committee

Wednesday March 14,2007
3:30 p.m.- 5:30 p.m.

AGENDA

» SB 104 - Natural Gas Pipeline Project
"An Act relating to the Alaska Gasline Inducement Act; establishing the Alaska Gasline
Inducement Act matching contribution fund; providing for an Alaska Gasline Inducement
Act coordinator; making conforming amendments; and providing for an effective date."

Presentation bv Administration:

Pat Galvin, Commissioner, DOR

'.evin Banks, Acting Director, Division of Oil & Gas, DNR

Kurt Gibson, Acting Deputy Director, Division of Oil & Gas, DNR

Bonnie Harris, Senior Asst. AG; Oil, Gas &Mining Section, DOL (available for questions)
Antony Scott, Division of Oil & Gas, Commercial Section, DNR

Don Schepler, Greenberg Taurig Consultants (available for questions)

Bv Teleconference:

Larry Ostrovski, Chief Asst. AG; Oil, Gas & Mining Section, DOL
Marcia Davis, Deputy Commissioner, DOR

Michael Williams, Chief Economist, Tax Division, DOR
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SENATE BILL NO.
IN THE LEGISLATURE OFTHE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE -FIRST SESSION

BY THE SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACTENTITLED

"An Act relating to the Alaska Gasline Inducement Act; establishing the Alaska Gasline

Inducement Act matching contribution fund; providing for an Alaska Gasline

Inducement Act coordinator; making conforming amendments; and providing for an

effective date."

BE IT ENACTED BY THE LEGISLATURE OFTHE 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 ofa Natural Gas Pipeline in this State.

Sec. 43.90.010. Purpose. The purpose of this chapter is to encourage

expedited construction o fa natural gas pipeline that
(1) facilitates commercialization of North Slope gas resources in this

state;
(2) promotes exploration and development of oil and gas resources on

the North Slope in this state;

-
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(3) maximizes benefits to the people ofthis state o fdevelopment ofoil

and gas resources in this stale; and

(4) encourages state oil and gas lessees and other persons to commit

natural gas from the North Slope of this state to a gas pipeline system for

transportation to markets in this state or elsewhere.
Article 2. Alaska Gasline laducement Act License.

Sec. 43.90.100. Gas project. The commissioners 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 outin AS 43.90.110.
inducement

Sec 4390.110. Natural gas pipeline project construction

Subject to the limitations o f this chapter, a license issued under this chapter entitles the

licensee or its designated affiliate to receive
in an amount not to exceed

(1) state matching contributions
$300,000,000, paid in total to the licensee over a five-year period; the payment period
may be extended by the commissioners under an amendment or modification of the
project plan under AS 43.90.220; the payment period commences on the date of the
issuance of the license; payments 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 equally the licensee's qualified expenditures;

(B) after the close of the first binding open season, the state |
shall match the licensee's qualified expenditures at a level specified in the
license; however, the state's matching contribution may not be greater than 80

percent of the qualified expenditures incurred after the close of the first

binding open season;

(©)

license was issued under this chapter, were incurred by the licensee or the

qualified expenditures are costs that occurred after the

licensee's designated affiliate, and arc directly and reasonably related to

obtaining a certificate of public necessity and convenience from the Federal
Energy Regulatory Commission or the Regulatory Commission of Alaska, as

appropriate, for development of the project; in this subparagraph, "qualified

2=
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expenditures" do not include overhead costa, litigation costs, assets or work

product predating the issuance of the license, or civil or criminal penalties or

fines;
(2) the benefit of an Alaska Gasline Inducement Act coordinator who

has the authority prescribed in AS 43.90.330; and

the benefits of a state program that provides training for

(3)

employment in gas pipeline management, construction, operations,

project

maintenance, and other gas pipeline-related positions.

Sec. 43.90.120. Abandonment of project, (a) If the commissioners and the
licensee agree that the project is uneconomic and should be abandoned, inducement
provided for in AS 43.90.110 terminates and, except for requirements imposed on the

licensee under AS 43.90.230, the state and the licensee no longer have any obligations

under this chapter with respect to the license.
If the commissioners or the licensee independently determine

(b)

project is uneconomic and should be abandoned, but the other party doe>not agree,
the commissioners or the licensee may request that an impartial third party take

evidence and hear arguments of the commissioners and the licensee and make a final

determination of the matter. The comnr iioncrs and the licensee shall select the

im partial third party by mutual agree .ient. If the impartial third party determines that
the project is uneconomic and should be abandoned, the state and the licensee no

longer have any obligations under this chapter with respect to the license, except for

requirements imposed on the licensee under AS 43.90.230.

(c) If the slate makes a payment to the licensee under AS 43.90.440, the

license is deemed abandoned and the state and the licensee no longer have any

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

comply with the

(1) requirements imposed on the licensee under AS 43.90.230

regarding state money received by the licensee before the license was deemed

abandoned; and
(2) requirements of AS 43.90.440.

(d) The commissioners shall establish by n‘gulafion the procedures governing

-3-
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the impartial third-party process authorized under this section.

applications for the license, (a) The

See. 43.90.130. Request for
commissioners shall commence a public process to request applications for a license

under this chapter within three months o f the effective date of this chapter.

(b) The commissioners may use independent contractors to assist in

developing the provisions for the application for a license and in evaluating

applications received under this chapter.
Requests for applications under this chapter are not subject to AS 36.30

(c)

(State Procurement Code).
Sec 43.90.140. Application requirements. An application for a license must

be consistent with the terms of the request for applications under AS 43.90.130 and

must
(1) be filed by the deadline established by the commissioners in the

request for applications;
(2) provide a detailed description of a proposed natural gas pipeline

project for transporting natural gas from the North Slope of this late to market,
including
(A) the route proposed for the natural gas pipeline;

(B) receipt and delivery points and the size and design capacity

of the proposed natural gas pipeline at the proposed receipt and delivery

points;

(C) an analysis demonstrating the project's economic and
technical viability as required in the request for applications;

(D) an economically and technically viable work plan, timeline,
and associated budget for developing the proposed project, including how the

field work, environmental studies, design, and

applicant will perform
engineering, and how the applicant will comply with all applicable state,
federal, and international regulatory requirements that affect the proposed
project; the work plan must address the following:

(1)

through Canada, a description in detail of the applicant's proposal to

Now T*rr tndrml il DELETED TEXT BRACKETED]
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obtain necessary rights-of-way and authorizations in Canada;

the proposed project involves marine

(ii) if
transportation of liquefied natural gas, a description of the pipeline
route, system, and capacity proposed to bring North Slope gas to

tidewater, including a description ofproposed transportation services to

be provided by third parties and an estimate o f rates and charges for all

services; a detailed description of all access and tariff terms the

applicant would propose for ligjefaction services or, if third parties
would perform liquefaction services, identify the third parties and the
terms they would offer, and a complete description of the proposed
ownership and control of liquefied natural gas tankers, the management
o fshipping services, and the entity or entities that would be required to
obtain necessary export permits 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 arc proposed;
commit that if the proposed project is within the jurisdiction of the

(3)
I

Federal Energy Regulatory Commission, the applicant wiill
(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 Subpart B of 18 C.F.R. Part 157 (Open Seasons for Alaska

Natural Gas Transportation Projects) and 18 C.F.R. 157.30 - 157.39;
(B) apply for Federal Energy Regulatory Commission approval J

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 of public

convenience and necessity; and
(C) apply for a Federal Energy Regulatory Commission
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) commit that if the proposed project is within the jurisdiction of the

5.
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Regulatory Commission ofAlaska, the applicant will
(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 ofAS 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) commit that after the first binding open season, the applicant will

assess the market demand for additional pipeline capacity at least every two years

through public non-binding 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 o f gas resources in this state; in this paragraph

(A) "commercially reasonable terms" means that, subject to the
provisions of (7RA) of this section, revenue from expansion contracts covers
the cost of the expansion and there is no impairment of the proposed project's

ability to recover the costs ofexisting facilities;

(B) "reasonable engineering increments” means the amount of

additional capacity that could be added by a pipe addition or compression

using a pipe size or compressor size, as applicable, that is substantially similar

to the original pipe size and compressor size;

(7) commit that the applicant

(A) will propose and support recovery of mainline capacity

expansion costs from all mainline system users through rolled-in rates if the
recovery of all expansion costs through rollcd-in rates would increase existing
shippers' rates by no more than 15 percent of the initial maximum recourse

rates from the North Slope to the proposed project's downstream terminus; if

rolled-in expansion costs would increase existing shippers' rates from the

North Slope to the project's downstream terminus by more than 15 percent, the
applicant will propose and support the partial roll-in of mainline expansion

costs from all mainline system users to the extent that existing shippers' rates

New Text Underlined (DELETED TEXT BRACKETEDI
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would not be increased by more than IS percent of the initial maximum
recourse rates from the North Slope to the proposed project's downstream

terminus; in this subparagraph, "initial maximum recourse rates" means

highest cost-based rates for any specific transportation service set by the

Federal Energy Regulatory Commission, the Regulatory Commission of

Alaska, or the National Energy Board of Canada, as appropriate, at the time of

the initial regulatory approval of the proposed project;

(B) may propose any combination of incremental or rolled-in
rates for recovery of costs of mainline capacity expansion that exceeds the 15

percent level described in (A) ofthis paragraph;

agrees not to enter into negotiated rate agreements that

()
would preclude the applicant from collecting from any shipper, including
shippers with negotiated rate agreements, the roll-in rates that are required to
be proposed and supported by the applicant under (A) ofthis paragraph; in this
subparagraph, "negotiated rate agreements” means transportation service
agreements that are subject to rates that vary from the otherwise applicable
cost-based rates, or recourse rates, set out in a gas pipeline's tariff approved by
the Federal Energy Regulatory Commission, the Regulatory Commission of
Alaska, or (he National Energy Board ofCanada, as appropriate;

commit to seek certificate authority from the Federal Energy |

(8)

Regulatory Commission if the proposed project is engaged in interstate commerce, or l_
from the Regulatory Commission of Alaska if the project is not engaged in interstate J
commerce, for any North Slope gas treatment plant that will be owned entirely or in
part by the applicant and, for rate-making purposes, commit to value previously used
assets that are part ofthe gas treatment plant at net book value;

(9) propose a percentage, to be specified in the license, that will define
the level o f the state's matching contribution under AS 43.90.110(1 XB)i

(10) commit that the applicant will 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 o fno less than 70 percent debt;

7-
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(11) describe the means by which the applicant plans to manage

overruns in costs of the proposed project, if any, and the measures that the applicant

proposes to mitigate the impacts ofany overruns;

(12) commit to provide for a minimum of five delivery points of

natural 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 open 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(cX8);

(14) commit to establish a local headquarters in this state for the

proposed project;
(15) commit to hire qualified residents from throughout this state for

management, engineering, construction, operations, maintenance, and other positions

on the proposed project and contract with businesses located in this state to the extent

permitted by law; and

(16) otherwise demonstrate that the applicant is ready and able to

perform the activities specified in the application, including the detailed work plan,

timeline, and associated budget.
Sec. 43.90.150. Initial application review; additional information requests;

(a) The commissioners shall review each application

complete applications,
submitted under AS 43.90.130 to determine whether it is consistent with the terms of
the request for applications and meets the requirements of AS 43.90.140. The

commissioners shall reject any application that docs not meet those terms and

requirements.
(b) To evaluate an application not rejected under (a) of this section, the

commissioners may request from an applicant additional information.

if, within the time specified by the commissioners, an applicant fails to

(c)
provide the additional information requested under (b) of this section, or submits
additional information that is not responsive, the application w ill be rejected.

For an application not rejected under (a) or (c) of this section, the

(d)
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commissioners shall make a determination that the application, including any

requested additional information, is complete.

Sec. 43.90.160. Proprietary information aad trade secrets. 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.

Sec. 43.90.170. Application evaluation criteria. The commissioners shall

evaluate all applications determined complete under AS 43.90. ISO based upon

the timing of the applicant’'s proposed actions specified in the

(1)
application;
how the applicant plans to manage ovemms in costs of the

(2)

proposed project;
(3) the extent to which the applicant will provide low transportation

rates, including the applicant's ability to prevent or reduce overruns in costs of the
proposed project and will offer tariff provisions that minimize the rate impact of

ovenuns in costs that may occur;
(4) the initial design capacity of the proposed project and the extent to

which the designh can accommodate low cost expansion;

(5) the percentage of the state's matching contribution proposed under

AS 43 90.140(9);
(6)

timeline, and budget required by AS 43.90.140; and
resources; ability to comply with the

the reasonableness, specificity, and feasibility of the work plan,

(7) the applicant's financial
proposed performance Svhedule; record of performance on other projects not licensed
under this chapter; record of integrity anH business ethics; organization; experience;
accounting and operational controls and technical skills, or ability to obtain them; and
possession o fnecessary equipment or ability to obtain it.

Sec. 43.90.180. 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 43.90.150.

(b) Applications received under this chapter are not public records and are not
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