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Increments and on commercially reasonable tams thet encourage exploration and
dlevelopment of gps resouroes in this state: in this paragyaph,

(A) "commercially reasonable temrs" means thet, subject totre
provisions of (7)(A) of this section, revenue from transportation contracts
oovers the cost of the expansion, Indlucing Increased fuel oosts and a
reasonable refum on capital as authorized by the Feceral Energy Requiatory
Commission or the Regulatory Commission of Alaska, as applicable, and there
IS no Inpaiment of the proposed project's ability to recover the costs of
existing facilities;

(B) "reasonable engineering increrents” mears the arount of
additional capecity thet could be added by compression or a pipe: ackition
USINg a compressor size or pipe size, as applicabe, et is substantialy simlar
to the original compressor size and pipe Size;

(7) commit that the applicant

A) will propose and Support recovery of mainline capecity

expansion oosts from all mainline system users through rollechin rates if the
recovery of all expansion osts through rollecin rates would increase existing
Shippers' rates by not more then 15 percert of the initial meximum recourse
rates from the North Slope to the proposed project's cownstream temncs; if
rollecHin expansion costs would increase existing shippers' rates from the
North Slope to the project’s ownstream terminus by more than 15 percert, the
applicant will propose and support the partial roll-ir of mainline expansion
costs from all meinline system Lsers to the extent tet existing Shippers' rates
would not be increased by more than 15 percent of the initial maximum
fecourse rates from the North SIope 0 the proposed project’s downstream
terminus; in this Suloperagraph, “initial maximum recourse rates” means the
highest cost-besed rates for any specific transportation sevice set by the
Feceral Energy Reguiatory Commission, the Requlatory Conmission of
Alaska, or the Netional Energy Board of Canac, as appropriate, at the tine of
the initial regulatory approval of the proposed project

(B) ey propose any combination of incremental or rolleckin

CSSB 104(RES)
New Text Underlined [DELETED TEXT BRACKETED]



CRNEEREBEBREES v o -uo

19
A
A
2

24

26
27

29

31

WORK DRAFT 2G81060C

rates for recovery of costs of mainline capacity expansion thet exceeds the 15
percent level cescribed in (A) of this peragyaph;

agyees ot to enter into neqotiated rate agreements thet

©)

would precluce the applicart from collecting from any shippey, induding
shippers with negtiated rate agreements, the rolleckin rates thet are reguired to
be proposed and stpported by the applicant under (A) of this paragyaph; in this
Subparagyaph, "negotiated rate agyeements’ means transportation: service
agyeenments that are Subject to rates thet vary from the otherwise applicable
cost-hesed rates, or recourse rates, set out in ages pipeline’s tariff aporoved by
the Feceral Energy Regulatory Commission, the Regulatory Commission of
Alaska, or the National Energy Board of Caneck, & appropriate;

() state how the applicart proposes to deal with a North Sope ¢gs
treatrment plart, regarcless of whether that plant is part of the applicant’s proposdl, ad
0 the extent thet that plant will be owned entirely or in part by the applicant, commit
0 seek certificate authority from the Feceral Energy Regulatory Conmission if the
proposed project s engeoed In interstate commexce, or from the Regulatory
Commission of Alaska if the project is not engeged in inerstate commerce, for a
North Slope ges treatrment plant thet wall be owned entirely or in part by the applicant
and, for rate-making purposes, commit to value previously used assets thet are part of
the gps treatment plant at net ook value; desorbe the gps treatment plant, inducing
ItS clesign, engineering, construction, ownership, andl plan of operation; the identity of
any third party thet wall participate in the ownership or aperation of the ges treatiment
plant; and the mears by which the applicart will work to minimize the effect of the
costs of the facility on the tariff;

(9) propose a percentage and total dollar amount to be specified in the
license, thet will cefine the level of the state's matching contribution: Under
AS4390.110(1) and (2);

(10) commit that the applicant wall propose and support rates for the
proposed project and for any North Slope ges treatiment plant thet the applicant may
own, in whole or in part, that are besed on a capital structure for rate-meking thet
consists of not less than 70 peroent cett
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OVeITunS inoostso the proposed project, If any, andthemwestmtﬂmqjmnt
roposes to mtigate the effects of any overruns,

(12) commit to provice for a minimum of five celivery points of
ratural ggs in this state

(13) commit to offer firm transportation service to delivery points in
this Site & part of the tariff regarcless of whether any shippers bid successfully in a
bincling apen season for firm transportation service to delivery points in this state, and
commit to offer cistance-sensitive rates to delivery points in this state consistent with
BCFR 157.. )(8);

114 conmit to estabiish a local headcuarters in this state for the
proposed project, S _

(15) commit to hire qualified resicents from throughout this state for
ITBNageNeNt, engineering, construction, operations, maintenance, and other positions
on the proposed project and to contract with businesses located in this State to the
extent permtted by law;

(16) commit to negpotiate, before construction, a project labor
agyearment, to ensure expeditedl construction and fabor staility for the project by
qualifiedl resicents of the state:

(L7) commit thet the statie matching contribution received by alicensee
may not be indluckd in the applicant’s rate bese, and shal e used & a creqit against
lioensee's cost of service; and

(18) otherwise demorstrate that the applicart is reacy and able to
perform the activities specifiedl in the gpplication, incluciing the: detailedl waric plan,
timeline, and assooiated budget

Sec. 43.90.150. Initial application review; aaditional information reuests;
conplete applications, (@) The commissioners shall review each application
submtted uncer AS 43.90.130 to cetermmine Whether it is consistent with the tems of
the request for applications and meets the requirements of AS4390.140. The
commissioners shall reject any application thet does not meet those temrs and

[eguireents,
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(0) To evaluate an application not rejected under (a) of this section, the
commissioners may reguest from an applicant additional informetion refating to the
aoplication.

(c) If, within the time specified by the conmssioners, an applicant fails to
provicke the aditional information requested under () of this section, or Sumits
ackditional information thet IS not responsive, the application wall ke reiected,

(d) For an application not rejectedl unckr (a) or (C) of this s o the
commissioners shall meke a cetermination thet the application, indluding any
reguested additional inforrmation, is complete,

Sec. 43.90.160. Proprietary information and trade secrets, () At the
request of the applicant, information submitted unger this chapter tht the goplicant
Identifies andl clemonstrates s proprietary or is a trade seoret is confidential and not
subject to public disclosure Unoer AS 40.25, unless the gpplicant is granted a license
under his chapter. After alicense is anarced, all information Sulomittedl by the licensee
shall be mack public.

(0) If the commissioners cetermine thet the informetion Sulomitted by the
aoplicant is ot proprietary or a trade secret, the conmissioners shall notify the
aoplicant and retum the informetion on request of the applicant

(c) An gpoplicant that challenges the award of a license or the process for
meking the awerd shall be consickered to have consented to the disclosure of all the
Information submitted uncer this chapter by the applicant meking the: challengg
Incluciing information held cortficential uncer () of this section.

(o) Inthis section, “proprietary” means thet the information IS treated by the
applicant as confickential andl the public disclosre of that informetion wouldl acversely
affect the competitive position of the applicant or materially diminish the comercial
value of the information to the applicant

Sec. 43.90.170. Anplication evaluation and ranking, (a) The conmissioners
shall evaluate all applications cetermined to be complete unger AS 43.90.150 andrank
each application accoraling to the net present value of the anticipated cash flow to tre
state from the gpplicant's project proposal using the factors in () of this section and
weighted by the proect’s likelihood of SUocess based on the commissioners'

H CSSB 104(RES) 10
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assessment of the factors listedlin (c) of this section.
(0) WWhen evaluating the net present value of anticipeted cash flow to the state

from the applicant's project proposal, the commissioners shall consier

(1) how quickly the applicant proposes to begin construction of the
proposed project and howauickly the project will conmence commercial operation

2) the wellhead value of the ges cietermmined by the destination merket
value of the gps and estirated transportation costs;

(3) the ahility of the applicant to prevent or redlice project cost
overruns tht would ingresse the tariff,

(4) tre initial desion capacity of the pplicant’s project and the extert
0 which the 0esign can accommodate low-cost expansion;

(5) the amount of the metching contribution by the tate Unger |
AS 43.90.110(1)(B) proposed by the applicant under AS43.90.140(9); and

(6) other factors found by the commissioners to ke relevant to the
evaluation of the net presert value of the articipeted cash flow to the tate

©) WWhen evaluating the project’s likelihood of SUiooess, the commissioners

shall consicer

(1) the reasonableness, specificity, and feasibility of the gpplicart's
work plan, timeline, and bucget required to ke suomitted under AS43.90.140,
Including the applicant's plan to manage cost overruns, Inslate shippers from the
effect of cost overruns, and encourage shippers to participate in the first bingiing open

SeAs0N
(2) thefinancial resources of the applicant
(3) the ability of the applicant to comply with the proposed
performance scheclle

(4) the applicant’s organization, experience, accounting and operationa
controls, technical skills or the ability to obtain themy necessary ecuipment or the
ahility to ootain the necessary equipment;

(5) the goplicant’s record of

(A) performance on projects not licensed nder this chaptey;
(B) integyity and goodl business ethics; and
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(6) other evicence and factors found by the commissioners to ke

relevant to the evaluation of the project’s likelihood of Suooess.
In this section, "net present value" means the discourted value of a fuiLre
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streamof cash flow:
Sec. 43.90.180. Notice, review; and comment, (a) The commissioners Sl

pubdlish notice and provide a 60-cay period for public review and comment on al
aplications cetermined complete under AS 43.90.150.

(0) Apnlications received unger this chapter are not public recoras and are ot

subject to public disclosure unger AS40.25 wntil the commssioners publisn notice
Uncer this Section. However, information thet the comissioners have cetemned is
corficential uncer AS43.90.160 may ot be mede pubdlic even after the natice is
published under (a) of this section, except as otherwise provided by AS 4390.160. If
Information is held confickential under this sulsection, the applicant shall provice a
summary that I satisfactory to the commissioners, and the commissioners srall meke
the summary of the information available to the public
Sec. 43.90.190. Notice to the legislature of intent to issue license; denial of
license, (a) If, after evaluation of conplete applications under AS43.90.170 ad
consiceration of public comments received unoer AS43.90.180, the commissioners
Oetermine that an application would sufficiently meximize the benefits to the people of
this state and ments issuance of a license under this chaptey, the commissioners srall
(1) IssUe acletermination, with written findings adciessing the besis for
the cetermination; the determination becores afinal agency action in accorcance with

AS 43.90.200:

2) publish notice of Intent to Issue a license ungeer this chapter with
written finclings accessing the basis for the cetermination; and

(3) forward the notice uncer (2) of this subsection, dong with the
findings, supporting docurmentation, and detemination under (L) of this sUisection, o
the legisiature for action as proviced in AS 43.90.200.

(b) If, after evaluation of complete applications under AS4390.170, the

commissioners determine thet no application sufficiently maximizes the benefits to the
people of this stte and mevits issuance of a license under this crapler, the

CSSB 104(RES) -12-
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commissioners shall Isse @ witten fincling thet acdresses the besis for thet
Oktermintion

(c The commissioners' determination uncer () of this section is a find
% action for purposes of appeal to the court under the Alaska Rules of Appellate
Proceaure.

Sec. 43.90.200. Legisiative approval; issuance of license, (a) After receiving
a cetermination from the conmssioners uncer AS43.90.190, the House: standing
committee and the Sente standing committee having juriscliction over netural
resources shal introcuce ajoint resolution in their respective charmoers that provices
for the approval of the license proposed to be issued by the commissioners

(0) If aresolution approving the issuance of the license is approved by both
houses of the legisiature, the commissioners mey isse the license & soon &
practicable after the passage of the resolution. The issuance of the license approved by
tre legislature is a final administrative action on the cete the license is issued for
purposes of appeal to the Superior court

(c) I aresolution approving the issuance of the license coes not pess both
houses of the legislature, the conmissioners mey request new pplications for a
license uncer AS 43.90.130.

Sec. 43.90.210. Certification by requlatory authority and project sanction,
(@) Alicensee that is awarced a certificate of public convenience and necessity for the
project by the Feckral Energy Regulatory Commission if the project is engaged in
Interstate commerce, or the Regulatory Conmission of Alaska if the project is not
engaged In interstate commerce, shall acoept the certificate when all rights of appeal
relating to the certificate have expired,

(0) If the licensee has credit support sufficient to finance construction of the
project through ownership of rights to procuce and merket ggs resources, firm
fransportation commitients, or goverment financing, the licensee shall sanction the
project within one year after the effective cete of the certificate of public convenience
and necessity issued by the Feoeral Energy Regulatory Commission or the Regulatory
Commission of Alaska, & applicadle.

(c) If the licensee coes not have credlit support sufficient o finance
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constr 'Ctio.i of the project through ownership of rights to prodir and market ga
resources, firm transportation conmtments, or govemment £ ig, the licars.
snall sanction the project within five years after the effective cfe of the certificate of
public convenience and necessity issed by the Federdl Energy  Requiatory
Commission or the Regulatory Commission of Alaska, & applicatle

() 1f the licensee fails to sanction the project timely as required uncer this
section, the licensee shall, upon request by the state,

(1) seek approval from the Feceral Energy Regulatory Commission or
Regulatory Commission of Alaske, & appropriate, to abandon and transfer tre
certificate to the state o the state's cesignee; and

(2) assign to the state’s cesignee all project chta, engineering cesigrs,
c%rngfacts, and permits aoquired by the licensee as of the cate of the abandonment or
franey.

(e) The transfer of any certificate or meterial as a restit of failure to comply
with () or () of this section is & no cost to the Sate or the state's cesignee. A transfey
under (c) of this Section is & the licensee’s net cost

(f) For purposes of this section, the effective cate of the certificate of pubic
convenience and necessity Issued by the Feckra Energy Regulatory Commission or
the Regulatory Commission of Alaska Is the cate when all rights of appeal refating to
the certificate have expired

Sec. 43.90.220. Amendiment of or modification to the project plan. Subject
to the approval of the commissioners, a licensee rmay aendl or modlify Its project plan
If the amendiments or moclifications are necessary — aresult of changed aircustances
outsice the licensee's control and not reasonably foreseeable before ihe license wies
Issedl An amendivent or modification approved under this section must be consistent
With fue reqUireﬂEntS 0f AS43.90.140 a0 Tay not diminish the value to the state of
the project or the project's likelihood of suooess

Sec. 43.90.230. Records, reports, condiitions, and audiit requirements, (a) A
licensee shall maintain conplete and accurate records of all expenitures and
commitments of State money received uncer this crapter, Induding receipts and
recoros showing the paymet or cost of purchased terTs and services, the names and

104(RES) 14
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acresses of the sellers and servioe providers, and the cates of service or celivery.

(b) Upon reasonetle notice, the commissioners ey acit the records, books
and files of the entity receiving the State money or meking the expenditures and
commitments of rmreyrecelved from the state unde this cheptey.

() The commissioners ey o the following with respect to informetion
relating to the project: conguct hearings or other investiggtive ingiries; compe! the
attendance of witnesses andl production of docuents; and require the lioensee to
fumish information in paper copy or electronic formet

() After alicense hes been issued and until commencenvent of comercia
operations of anetLral ges pipeline, the licensee shall allow the commissioners to have
a representative present at all meetings of the licensee's governing body and equity
holcers tht relate to the project, to receive all relevant notices and infortion sent to
the govemning body and equity holcrs, to recelve the same ac0ess to informetion
about the licensee as the governing booy menbers and equity Owners receive, and i
receive additional relevart reports or informetion from the licensee thet the
commissioners reasonably request

(&) A licensee shall maintain the records and reports reguired ncy this
dse];ttiton for seven years from the chie the licensee receives state money Lndkr this

S

Sec. 43.90.240. License violations; damages, (a) A licensee is in violation of
the license if the commissioners cetermine thet the licensee hes

(1) committed state money received Lnoer this chapter for pUoses
other than those set out in AS 43.90.110(1);

(2) substantially ceparted from the specifications set out in the
application without state approval of a project plan amendment or modification Lngey
AS43.90.220,

(3) violated any provision of this crgpter or any other provision of
state or fedleral law matenal to thelicense; or

(4) otherwise violated a material termof the license

(b) The commissioners shall provide witten notice to the license idetifying
alicense violation. The cormmissioners andl the licensee have 90 diays after the cete the

/15 CSSB 104(RES)
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notice Is issued to resolve the violation informlly.

() The commissioners ey suspend cistursement of state matching
contributions to the licensee heginning on the chte thet the notice of violation issued
under () of this section is sert to the licensee. The commissioners may resune
cisursenment on the cite that the commissioners determine thet the violation is cured

d) If the commissioners and the licensee are Lnable to resolve the violation
within the time specified in () of this section, the conmissioners shall, after providing
the licensee with notice andl apportunity to ke heard, meke a written ceteminetion
regarcling the violation. The written determination Imece unger this suiosection is the
final agency action for jourposes of appeal to the court uncer the Alaska Rules of
Appellate Procedre,

() If the determination issuedl unger (@) of this section finds an Unvesolved
violation, the conmissioners may impose one or more of the following remedies

(1) discontinuation of state etching contributions under this crepte

(2) recoupment of state money thet the licensee has received unger this
chapter to cate, with interest, regarcless of whether the licensee has expended or
committed thet money;

(3) license revocation;

(4) assignment to the tate or the tate's designee of all project ceta
engineering desigrs, contracts, and permits related to the project that are acoured by
the licensee ouring the termof the license: and

(5) any other remeaies provicied by law or in eguity.

Article 3. Resource Inducement: Alaska Gasline Inducement Act Coordinator.

Sec. 43.90.300. Qualification for resource inducement Nobwithstanging any
contrary provision of law, a lessee or other person thet cemorstrates to the
commissioners' satisfaction thet the person hes committed to acouire firm
fransportation capacity in the first binging open season of the project is qualified to
receive the resource incucenent set out in AS43.90.310 and 43.90.320 for the ges
shipped infirm transj - nation capacity acauired in the first binging apen season of the
project. The incuicements set out in AS 43,90.310 and43.90.320 are contractual

Sec. 4390310, Royalt' noucemmt. (a) Before the beginning of the first

104(RES) -16-
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binding open season to be conolucted by the licensee, the commissioner of retura
resources shall aciopt requiations to establish @ method to determine the monthly value
of the tate's royalty share of gps procuction and estabolish temrs unger which the state
Will exercise its right to Switch between taking its royalty in value or in kind for ges
committed for firm transportation in the first binging open season of the project. The
regulations must
(1) minimize refroactive acjustments to the monthly valuee of the State's
royalty share of ggs procliction
(2) contain provisions o establish a fair merket value for eaon
component of the State's royalty gps thet are based on pricing ceta from reliable and
Wicely available industry trace publications and use gppropriate agjustments to reflect
(A) cecuctions for actuel and reasonable transportation oosts
for the state's royalty ges; indludling a fair snere of the costs associated with
unused capacity commtments on pipelines from the North Slope of this state
to the first destination merket with reasonable market liuicity;
(B) location differentials between the cestination merkets
where North Slope ges could be solct
(C) reasonabole and actual costs for ges processing; and
(D) ceolictions permitted uncer the 1960 Royalty Settierent
Agreement for Pruchoe Bay ges; and
(3) establish tems under which the state will exeroise its authority to
Switch between taking its royalty ges in vale and in kind to ensure that the State's
actions do not Unveasonably
(A) cae the lessee or other qualified person to bear
disproportionate transportation costs with respect to the state's royalty ges;
(B) Interfere with the lessee’s or other qualified person's long-
termmarketing of its procluction
(0) If a lessee or other person qualified for resource incicement: Uncer
AS43.90.300 agrees uncer (c) of this section, the lessee or other person Is entitied to
clect
(1) to calculate its ges royalty obligation uncr the requiations acpted

17- CSSB 104(RES)
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under (a) of this section for natLral ges transported on a firm contract negptiated
during the project's first binging open season or uncer the methodology set out inthe
existing leases from which the ggs is procced, and
(A) Upon the recuest of the lessee, the commissioner of returd
resources shall contractually amend the existing lease to reflect the election
uncler this paragyaph andl incorporate Into the lease, the terms of the refevant
regulations as fixed contract tens, and
(B) the election under this subsection remains in effect urti
new regulations are adopted &s a resuit of a review under (dl) of this section, &

Which time, alessee or other person quilified under AS43.90.300 may change

Its election uncer this paragraph; upon therequest of the lessee, e

commissioner of natural resources shall contractually amend the lease to

Incorporate as fixed contract terms the relevant revised regulatory provisions,

2 {0 enter a contract with the state thet armendl the existing lease tams
by extending the required period of notice thet the state must provide before exercising
the state's right to  Switch between taking its royaltyin value orin kind for ggs
committed for firm transportation in the first binding open season of the project.

(c) To claim the induceent uncer () of this section, a lessee or other
qualifiedl person shall agree, on an application form proviced by the Departiment of
Natural Resources, that the lessee or person, and the lessee's or person's ffiliates,
SLcoesOrs, assigns, and agerts, will not protest or appeal a filing by the licensee o
ol in expansion  oosts of the mainline Up to alevel thetis required In
AS43.90.140(7); the agreerent ot to protest may not precluce the lessee or other
qualifiedl person, or the lessee's or other person's affiliates, SUooessors, assigns, and
apents from protesting afiling to roll in meinline expansion costs thet licensee is not
required to propose and support under AS 43.90.140(7)

() The commissioner of nattral resources shall provice for review of the
requlations acopted under (a) of this section at least every two years after the
commenceent of conmercial aperations of the project to cetermine whether the
requlations continue to meet the requirements of (a)(1) of this section under current
conditions, andl shall amend the regulations when the recuirerments are not being et
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(€) No provision of this chepter precluds the election set oLt in (b) of ths
section, nor ey the commissioner of ratLral resources assert any provision of ary
existing lease or unit agreenent as preclucing the elections set out in (b) of this
section

Sec. 43.90.320. Gas production tax exemption, (@) If a person qualified for
resource incuoemert ungeer AS 43.90.300 agrees under (c) of this section, the persnis
entitledl to an annual exenption from the state's ges procluction tax in an amount equel
0 the dlifference between the amount of the person's ges procuction tax odligation
calculatedl unger the gps procluction tax ineffect ouring thet tax year andthe armount of
the person's gps proauiction tax obligation calculateal uncer the ges production tax in
effect at the condusion of the first binding open season heldl under this chepter. If the
dlifference s less than zero, the ges produuction tax exermption IS zero

(0) The conmissioner of lovenue shall issue the exenption under this section
In a certificate signed hy the person and the commissioner, and the certificate
constitutes a contract between the person and the states the certificated exemption ey
be applied within 10 years immediately following commencement of conmrercial
operations of the project only to procuuction taxes thet are levied on North Slope gps
shipped through firm transportation capecity the person aoquired curing the first
binding apen seasn

(€) The exemption certificate issued Lncer (b) of this section shall contain &
contractual commitent thet the person, and the person's affliates,  Suooessor,
assigns, and agents, will ot protest or gopedl a filing by the lioensee to roll in
mainline expansion costs Lp to the level thet the licensee is required to propose and
support under AS43.90.140(7); the contractual commitment required nder this
subsection may ot preclucie the person, or the person's affiliates, SUoceSSorS, assigrs,
and agents, from protesting afiling to roll in mainline expansion costs thet the licensee
15 not required to propose and support under AS 43.90.140(7).

Article 4. Alaska Gasline Inducement Act Coordiinator; Expediited Agency Review,
Alaska Job Development Program.
Sec. 4390400 Alaska Gasline Inducement Act coordinator, (@) The

governor shall gppoint, suect to legislative corfimmation, an Alaska Gasline
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Inoucement Act coorclinator. The Alaska Gasline Inoucement Act: coorainator
terminates one year after commencerment of commercial operations of the project

(b) The Alaska Gasline Incucerment Act coordinator shall

(1) coorcinate expedtious performance of all activities by dtate
a0eCles With respect to the project;

2) ensure compliance by state agencies with the provisions of this
chapter; and

(3) coorcinate with the federdl coordlinator for naturdl gps
fransportation projects in this state,

Sec. 4390410, Expedited review and action by state agencies, (@) Al
reviens conoicted and actions taken by a State agency refating to a project shall ke
expedited in & manner consistent with the completion of the necessary agprovals in
accoranoe with this crapter,

(0) Notwithstanding any cortrary provision of law; a state agency may ot
Inclucke In any project certificate, right-of-way, pemt, or other authorization IssUed to
the licensee any term or condition thet is not reguiredl by law if the Alaska Gesline
Inducement. Act coordinator cetermines thet the tem or condlition wouldl prevent or
Impalr in any Significant respect the expeditios construction and aperation or
expansion of the project

() Unless required by law; a state agency ey not aod to, amend, or arogate
any certificate, right-of-way, permit, or other authorization IssUed to a licensee if the
Alaska Gasline Inoucement Act coordinator cetermines thet the action wouldl prevent
or impalr in any significant respect the expegitious construction, operation, or
expansion of the project

Sec. 43.90.420. State pipeline employment development. The commissioner
of labor and workforce development shall cevelop ajob training program thet wil
provice training for Alaskans in ggs pipeline project management, construction
operations, rmaintenance, and other ges pipeline-related positions.

Article 5. Miscellaneous Provisions,

Sec. 43.90.500. Alaska Gasline Inducement Act matching contribution

fund: disbursements; audits, (a) There is established in the general fund an Alaska

104(RES) A
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Gasline Inoucement Act matching contribution fund. The fund consists of money
appropriated to it by the legislature for disoursement to pay the State's metoning
contributions under AS 43.90.110. Appropriations to the fund co ot lapse under
AS 37.25,010, but remain in the fund for future disbursements

(0) The Department of Revenue shall menage the fund, and ey invest
In the fund s0 & 1o ield conpetitive market rates as proviced in AS 37.10.071.
Interest received on money In the fund shall be accounted for separately and may e
appropriated o the fund annually.

(c) The commissioners shall acont regulations that provick for application to
receive matching contributions for qualified expencitires & proviced uncer
AS43.90.110, and that provide for periocic auds of the use of money distursed &
Imetching oontibutions L tis chepte

d) Within 10 cays after the convening of each regular session of the
legisiature, the commissioners sall st to the legislature a report tht lists all the
dlisburseents from the fundlin the prececing year with a wiitten justification of each
disourserment and the projected amount of money that will be needed fc. matching
contributions in each of the next threefiscal years

Sc. 4390510, Regulations. The commissioners ey jointly  achpt
reguiations for the- purpose: of inplementing the: provisions of this chepter, The
commissioner of revenue My change regulations acopted! Under existing authority In
this title & necessary to implement the provisions of this chapter. The commissioner
of natural resources may change requlations adopted under existing authonty in AS 38
& necessary to implement the provisions of this chaptey.

Sec. 43.90.520. Statute of limitations. A person may not bring a judicial
action challenging the constitutionality of this chapter or alicense Lnless the action is
commenced in a court of proper jurisdiiction iu this state within 90 ceys after the cite
tret a license wes issued

Sec. 43.90.530. Interest. When a payment clue to the state Unckr this crapter
becormes cilinguent, the payment bears inteest in a calendar quarter a the annual rate
of five percertage points above the annual rate charged mermoer banks for ackances by
the 12th Feckral Reserve District & of the first gy of that calencar querter, or at the

-2l- CSSB 104(RES)
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annual rate of 11 percent, whichever is greater, conyounced quarterty as of the last
cay of that quarter,

Sec. 43.90.540. Licensed project assurances, Excent as otherwise proviced in
this chapter, the State grants a licensee assurances thet the licensee has exclusive
enjoyment of the inclucerent provickd Under this chepter before: the: commencerrent
of commercial operation of the project. If, before the conmenceent of commrercial
operation of the project, the state extends to another person preferential royalty, tax, or
monetary treatment for the purpose: of facilitating the construction of a conpeting
natural gps pipeline project in this state, and if the licensee is in compliance with the
requirerTents of the license and with the reqirements of state and feceral statLtes and
requlations relevant to the project, the licensee is entitied to peymet from the tate of
an amount equal to three times the total of the reasonable costs tht the licensee hes
Incurred in developing the lioensee's project &s of the cete thet the tate first extenced
preferential treatment to another person. Upon payment by the state of the amount
owedl under this section, the licensee shall, & no cost to the State, assign to the state or
the state's designee all project cita, engineering designs, contracts, and permts related
o the project that are acouired by the licensee clning the term of the license. In this
Section, “competing returd ges pipeline project” means a project designed
acoommodate throughput of more then 500 Mcf a day of North Slope ges.

Sec. 43.90.550. Assignments, (a) A licensee may transfer all or part of the
license, incluciing the rigrts and obigations arising ndex the license, if

() the transfer IS approved in wating in acvance by the
commissioners; and

(2) thetransfer does not increase or ciminish the obligations created by
tre license or diminish the likelihood of sucoess of the project or the vale of the
license to the state.

(0) Notwithstanding the commissioners' approval of atransfer of all or part of
a license uncler (a) of this section, the transferor of the license remains subject to the
requirements of AS43.90.230 regarcing all state money received by the licensee
efore the effective cete of the transfer,

(c) A person may transfer thet person's rights to the royalty inducement unger

:SSB 104(RES) 22-
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AS43.90.310 and the ges procuction tax exenption under AS43.90.320 only In
connection with a sale or merger that resuts in transfer of all the person's assets inthe
North Slope of this state, incluciing the firm transportation capacity contracts In the
project

Sec. 43.90.560. Conflicting laws. Nothing in this chapter shall e construed to
repeal or arogate the aoministrative, reguiatory, or statutory procedlres and functions
of state and fecleral law goveming the clevelopment and oversight of a project

Sec. 4390510, Severahility. Under AS0L.10.030, if any provision of this
chapter, or the application of it to any person or circustance, is held invalid, the
remainder of this chapter and the application of it to other persons or aircustances
are not affected

Atticle 6. General Provisions,
~ Sec. 4390.900. Definitions. In this chapter, nless the context othenise

regires,

(1) “affliate" means another person that contrals, is controlled by, or is
undeer common control with a person; “affliate” indudes a dlivision that operates & a
functional unt;

(2) "Alaska Gasline Incuioement Act coordinator” means the persin
appointed under AS 43.90.400;

(3) "commencerment of cormmercial aperations” means thefirst fiow of
0gS In the project that generates revente to the owners,

() "commissioners" means the commissioner of revenwe and the
commissioner of natural resources, actingjointly:

(9) “control" means the possession of ownership nterest or authority
sufficient to, dlirectly or indlirectly, and whether acting alone or in conunction with
others, dirct or cae the cirection of the managerment or policies of a conpany, and
IS rebuttaoly presumed if the voting intevest heldlis 10 peroert or more;

6) "equity holcer" means the

(A) stockholcers of a corporation;
(B) mermers of alimited liability company;
(C) partners of a partnership

5 CSSB 104(RES)
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(D) Joint venturers of ajoint venture;
(E) members of a govemmental authority and similar persons

(F) holders of any ather entity or person;

(7) "oes processing” means post-procuction treatment of ges to extract
natural gas liquick;

(8) "goveming hocy" means a corporation's board of directors, a
limited liability conpeny’s menaging meners, a partnership's general partners, joint
verturer's joint venturers, a governmental authonty's boardl or council mermoers, and
similar entities;

(9) "tease" means an il and ges, or ges lease Issued by this tzte

(10) "lessee" means a person thet holds a working interest in anoil and
0BS, Or 0gs, lease Issuedl by this state:

(L1) "lioense" means a license issued uncer this chaptey;

(12) "licensee" means the holder of a license issued unckr this chepter
and all affiliates, SUiooessors, assigns, and agents of the holc
i (L3) "North Slope" means the area of Alaska north of 68 clgrees North
dituce;

(14) "project” means a natural gps pipeline project authorized under a
license issUied Linok this chaptey:

(15) "recourse rates” mears cost-oesed rates with a mininum and
maximum range thet are approved by the Federal Energy Regulatory Commission, the
Regulatory Commission of Alaska, or the National Energy Board of Canaca, &
aopropriate, and et ot in' Ire pipeline’s tariff; “recourse rates” inclucks only those
rates that the pipeline must make avallable to all shippers;

(16) "sanction” means financial commitiments to go forwerd with the
project & evicenced by entering into firancial commitments of & least

$1,000,000,000 with third parties;
(17) "uncler common control with" hes the meaning given “oontral” in

or

this section;
(18) "unit agreerment” means an agreerment executed by the working

104(RES) 24
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interest owners and royalty owners creating the unit.
Sec. 43.90.990. Short title. This chapter may be cited as the Alaska Gasline
Inducement Act.
* Sec. 2. AS 36.30.850(b) is amended by adding a new paragraph to read:

(45) contracts for an arbitration panel to determine abandonment of a
project under AS 43.90.120, and contracts for the development of application
provisions for licensure and for the evaluation of those applications under AS 43.90.

* Sec. 3. AS 39.25.110 is amended by adding a new paragraph to read:
(41) the Alaska Gasline Inducement Act coordinator appointed under

AS 43.90.400.
*Sec. 4. AS 40.25.120(a) is amended to read:
(a) Every person has a right to inspect a public record in the state, including

public records in recorders' offices, except

(1) records of vital statistics and adoption proceedings, which shall be
treated in the manner required by AS 18.50;

(2) records pertaining to juveniles unless disclosure is authorized by
law;

(3) medical and related public health records;

(4) records required to be kept confidential by a federal law or
regulation or by state law;

(5) to the extent the records are required to be kept confidential under
20 U.S.C. 1232¢g and the regulations adopted under 20 U.S.C. 1232g in order to secure
or retain federal assistance;

(6) records or information compiled for law enforcement purposes, but
only to the extent that the production of the law enforcement records or information

(A) < uld reasonably be expected to interfere with enforcement

proceedings;

(B) would deprive a person of a right to a fair trial or an
impartial adjudication;

(C) could reasonably be expected to constitute an unwarranted

invasion of the personal privacy of a suspect, defendant, victim, or witness;

25 CSSB 104(RES)
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(D) could reasonably be expected to disclose the identity of a
confidential source;

(E) would disclose confidential techniques and procedures for
law enforcement investigations or prosecutions;

() would disclose guidelines for law enforcement
investigations or prosecutions if the disclosure could reasonably be expected to
risk circumvention of the law; or

(G) could reasonably be expected to endanger the life or
physical safety of an individual;

(7) names, addresses, and other information identifying a person as a
participant in the Alaska Higher Education Savings Trust under AS 14.40.802 or the
advance college tuition savings program under AS 14.40.803 - 14.40.817;

(8) public records containing information that would disclose or might
lead to the disclosure of a component in the process used to execute or adopt an
electronic signature if the disclosure would or might cause the electronic signature to
cease being under the sole control of the person using it;

(9)  reports submitted under AS 05.25.030 concerning certain
collisions, accidents, or other casualties involving boats;

(10) records or information pertaining to a plan, program, or
procedures for establishing, maintaining, or restoring security in the state, or to a
detailed description or evaluation of systems, facilities, or infrastructure in the state,
but only to the extent that the production of the records or information

(A) could reasonably be expected to interfere with the
implementation or enforcement of the security plan, program, or procedures;

(B) would disclose confidential guidelines for investigations or
enforcement and thedisclosure could reasonably be expected to risk
circumvention of the law; or

(C) could reasonably be expected to endanger the life or
physical safety of an individual or to present a real and substantial risk to the
public health and welfare;

(11) the written notification regarding a proposed regulation provided

CSSB 104(RES) 26
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under AS 24.20.105 to the Department of Law and the affected state agency and
communications between the Legislative Affairs Agency, the Department of Law, anc
the affected state agency under AS 24.20.105"

(12) records that are

(A) proprietary or a trade secret in accordance with

AS 43.90.160:
(B) applications that are received under AS 43.90 until

action has been taken under AS 43.90.180.
* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
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Jobs are Alaska's Future

W hatis a PLA?

A comprehensive
collective bargaining
agreement that sets
the terms and
conditions of
employment on a
project, for that

project only.



Project Labor

ALASKA DEPARTMENTOFLABOR
* WORKFORCE DCVILOPMCNT A g reement

Licensee/General Contractor Negotiates Directly with an Appropriate Entity

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

Contractors

All contractors, union or nonunion, interested in bidding on project work, must follow
the terms and conditions set out in the PLA.

Jobsare Alaska's Future
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Jobs are Alaska's Future

PLA History

First used In the
1930’s

Currently used widely
In the private and

public sectors.



riobs) PLA Precedents
ALASKA DEPARTMENT OF LABOR

& WORKFORCE DEVELOPMENT Legal

U.S. Supreme Court (Boston

Harbor) 1993 \.
ANNN

A K Supreme Court (Laborers
Local 942 v. Lampkin) 1998

PLA-based Public and Private
Projects

Grand Coulee and Hoover Dam s
TAPS

San Francisco BART

Puget Sound Transit

Sutter and Sunrise Power Plants

in California

Seattle Alidrport

Jobs are Alaska's Future : VAW / |
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jo b s} W hy Have a PLA?
ALASKA DEPARTMENT OF LABOR

& WORKFORCE DEVELOPMENT _
Stable workforce— no strikes

or lockouts

. M eets project scheduling

challenges.

. Eliminates need to negotiate

num erous separate contracts.

i A ssures consistent term s and

conditions for all contractors

V ehicle for:

- Alaska hire, including
rural A laskans, women,

and other groups.

- A pprenticeship

Opportunities.

Jobs are Alaska's Future



Recently/Frequently asked Questions about
Project Labor Agreements (PLA)

1 WhyuseaPLA?

The purpose ofa PLA isto establish and maintain harmonious relations between
all parties performing work on the Project. To that end, PLAs establish and put
into practice effective and binding methods for the settlement of all
misunderstandings, disputes, or grievances that may arise during the constriction
phase of the Project. In this way the Project owner, Project manager and
contractors on the Project are assured complete efficiency and continuity of
operations, without slowdowns or interruptions of any kind.

PLAs promote optimum productivity by ensuring the availability of an adequate
supply of competent, skilled, and oualified crafts people. PLAs ensure labor
stability by eliminating the possibility of strikes, work stoppages, lockouts,
slowdowns, or other delays. Public entities endorse the use of PLAs on projects
such as the gas pipeline, because PLAs also promote the continued
development and expansion of a trained, competent work force within their
communities. Most importantly, PLAs are one of the few, ifonly, lawful ways the
Governor and Legislature can create hiring preferences for Alaskans. In sum,
PLAs are utilized wherever Project owners like the State of Alaska recognize the
importance of ensuring that construction work for public projects proceeds
continuously, without interruption and as efficiently and economically as possible,
and that public projects like the gas pipeline are built by contractors employing
skilled employees who are residents of our state.

2. Who would be coveted under the PLA?

In general, PLAs cove only construction work and only work on the Project site,
including any on site fabrication of tools, materials equipment maintenance and
equipment repair. The Project site would most iikely include the following:
construction of compressor/conditioning plants from the point(s) where the gas
comes out of the ground and into the project system, and any such
compressor/conditioning plants and associated infrastructure along the project
route, all associated pipeline and support structure along the route, camp
construction or sitework at camp locations, to the terminus of the Project.

3. Who would negotiate the PLA?

The parties would be the Project Owner 3 construction manager on one side and
the Alaska Building Trades Coundl(s) which represent the employees to be
employed on the Project, on the other side. Employees to perform work above
the 63 rd parallel would be represented by the Fairbanks Building Trades Council.
Ifthe successful proposal included pipeline construction south of the 63 rdparallel,
then the employee representatives at the bargaining table would be the



Fairbanks Building Trades Council and the South Central Alaska Building Trades
Council. Prospective bidders would not participate in the negotiations because
their interests are generally divergent from those of the Project Owner and
because the PLA will establish employment policy for the entire project
consistent with the objectives of the Project owner. For example, the Project
Owner may, as a matter of public policy, wish to insure that the Project provides
training to qualified young Alaskans first; this is not necessarily an interest a
prospective bidder would share.

4, How does m)( son or nephew, daughter or niece, getajob thru the
union, underthe PLA?

Anyone interested in obtaining work on the Project would be free to register at
their local union Hiring Hall, whether they are union members or not. Unions may
not lawfully discriminate in the referral of applicants for work based upon union
membership. In recent years unions have implemented vigorous recruitment
programs which seek out qualified non-member applicants. The referral of
applicants by each individual union hall must also comply with the published
rules governing its referral system and/or the appropriate craft apprenticeship
program. Such referral rules establish referral priorities based upon training,
minimum qualifications, experience in the industry and area residence in
accordance with Title 29, Chapter 7, Subchapter I, of the National Labor
Relations Act (NLRA). The NLRA isunique inthat itmakes union referral under a
bona fide collective bargaining agreement (including a PLA) one of the few ifonly
legally enforceable methods for establishing a resident hire preference.

4a.  Whatlist would they be on and would they evergetajob?

The referral language is typically a little different for each craft, and has very
simple, easy to understand requirements. Applicants are permitted to sign
different “Lists” or Books:" A, B, or C Lists insome cases or Books 1, 2, 3, or4 in
others. No matter the nomenclature, the A List or Book 1 is usually for residents
with clearly defined minimum qualifications. The other Lists or Books are usually
for non-residents and/or less qualified applicants. Referral of applicants begins
with those registered on Book 1 or A, firstand so on.

The referral of apprentices isconducted inaccordance with a completely different
referral procedure based on the language of federally approved, registered
apprenticeship standards. There are several methods for entry into a registered,
federally approved apprenticeship program. Most programs require a high school
diploma or equivalent, and a passing score on an entrance examination and
interview. Federally approved, registered apprenticeship programs (Union
affiliated programs in Alaska satisfy these standards) must offer training
opportunities without regard to race, age, gender, etc. Most union affiliated
programs inAlaska have implemented native and minority outreach programs as
well. The short answer to this question is that all motivated Alaskan residents



with the necessary skids, should be able to find work on the Project through the
various union hiring halls. This is particularly true here because of the largb
number ofemployees thatwill be needed to construct the Project.

4.  Willallemployees on the Project have tojoin the union?

Without exception to my knowledge, PLA 3 have what iscalled a Union Security
Clause. “What this clause means is that all employees covered by PLA will be
required, as a condition of employment on this Project only, to apply for and
become members of the appropriate Union or establish a fee paver relationship
with the Union,within so many days following the beginning of their employment.

Applicants obtaining employment on the Project thus have two alternatives. They
may become union members, inwhich case they will be obligated to pay union
dues. They may also elect to become fee payers or non-members, inwhich case
they will only have to pay a representation or agency fee which covers the
Union 3 costs associated with such things as contract negotiations, contract
administration, grievance processing, etc. No portion of the money paid to the
Union by an agency fee payer or "non-member””may be used to support or
endorse the political beliefs or actions of the union. In fact, before a Union may
use funds paid to the Union for purposes unrelated to contract negotiations,
administration and related activities, even by its members, the individual must
consent inwriting.

5. Can non-union_contractors bid on the Project? If so, what happens If
they win the bid?

Bidding on the Project isfree, open and competitive; any qualified contractor may
bid on the job, although all successful bidders will be required to comply with the
terms of the PLA. The PLA, however, will only apply to work performed on the
Project and will have no impact on other work the contractor may have
elsewhere. In other words, the contractor may continue to perform other work
without being signatory to a union agreement.

6. lama smallsub contractorandlam successful In obtaining work on
the gas line. Whathappens to my currentemployees?

This component of the PLA, like many others, is resolved through negotiations
between the parties. Often there is an exception included in the PLA (to the
otherwise exclusive union hiring hall system), that permits a contractor to
continue to use his key or core employees on the Project. It is also not
uncommon for PLAs to include provisions which permit contractors to request
applicants from the Union hiring hall by name, skill, specialty, experience in the
industry or past service with the contractor/employer. Terms vary widely on this



subject; and as noted, they are subject to the give and take of good faith
bargaining.

sa.  Willthese “core” or “key” employees be required tojoin the union?

These employees are no more or less obligated to become union members than
any other employees performing craft work on the Project. See Paragraph 4,
above.

6b.  What would these employes be paid, the Contractor's current rate
or the wage rate estabﬁshe%nd%rthe PEA?

Anyone performing bargaining unit or craft work on the Project, core employees
as well as employees hired through a union hiring hall, will be subject to the
terms of the PLA, including the wage rates and benefits established by the PLA.

6c. Whatlfacontractoralready has fringe henefits setup for his current
Sgnftl\%ggg who go to work'on the PLA? Does the contractorhave to

This can become a complicated - but not impossible, issue to address. Most
union plans (which, for example, offer a defined pension benefit) are superior to
those provided by non-union employers (which generally only offer a defined
contribution). Thus, many employees will want their employer to contribute to the
union plan because they appreciate the difference and/or they have decided to
continue to seek future work through the union after the Project is completed.
Given the likely duration of the Project, itis also possible than many employees
will vest inthe union 3 defined benefit pension plan (five years) before the Project
is completed. Employees will certainty be eligible for the union 3 medical plans
soon after beginning work on the Project, as well as have access to any other
benefits offered by the union plans, as described in the fringo benefit schedule of
the PLA.

However, this matter isalso subject to the parties Megotiations and exceptions to
the general rule requiring benefit contributions to the unions® plans have been
negotiated. The most common exception iscreated for non-union employers who
offer comparable or better fringe benefits through a bone fide benefit plan that
has been in existence for no less than the twelve consecutive months preceding
the employees® employment on the Project. Insuch cases, the PLA may allowan
employer to make contributions to the employer 3 own plans on behalf of the
employer®s core employees. Thus, any concerns about the possible double
payment of benefits can be resolved.

The answers to these questions ere my opinion onfy based upon my research; this paper does not constitute
legal advice and is not intended to be relied upon as such - Vince Beltrami
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e What is a Project Labor Agreement and
why project owners and employers should

consider using one?



« A PLA is a contractually binding agreement,
negotiated between a construction project owner,
developer, and the Building Trades Labor Unions.

It guarantees uniform wages, benefits, and working
conditions across the multiple crafts employed on a
project

It guarantees labor peace and stability on the job

through mandatory grievance procedures and no
strike/no lockout provisions

It guarantees local hire and an investment in local
communities, and their future work forces



P LA Defined cont’'d

PLAs provides a career path for high school
graduates
They are validated legally as a responsible

approach to building publicly funded
construction projects

They facilitate sound project planning by
supplying project owners with predictable labor
costs

Promote timely and successful project
completion by ensuring an adequate supply of
skilled craft personnel for all trades for the full

term of the project



PLA Defined cont’'d

But most of all...

PLAs gives the customer a value added
guarantee of a quality constructed project
that should be free of defects for years to
come due to utilizing the highest skilled

craftsman available and...

PLAs have an overwhelming reputation for

getting jobs finished on time and under

budget!



History of P LAS

e They have been used in the construction industry
since the 1930s in all 50 states

e Examples: Disney World, The Trans Alaska
Pipeline, the Cape Kennedy Space Center, O’'Hare
Airport, Boston Harbor clean-up, LA’s Light Rapid
Transit System and more.

e Other examples closer to home: the Ground-based
Missile Defense System at Fort Greely and
Shemya, the Healy Clean Coal Project, the Alaska
Seafoods International Plant, King Salmon Vo-tech
center, a half-dozen projects in Juneau, and
various schools and other projects around the state



UV, exe’-—RNAJY STM 1)<dih j uuivviuijiii 1.

Economic Argument for PLAS

 Promotes stream lining and efficiencies by
systematizing labor terms for all contractors

e Saves time and money by not having to renegotiate
terms for each subcontractor

e Prevents costly jurisdictional or other labor disputes

e Highly skilled available labor pool from the union
hiring halls

e Easier compliance with competitive bidding and
Title 36 requirements

e Quality apprentices further reduce labor costs
e Safer workers costs less



O bjections?

There are national groups who lobby against PLAS

They argue “merit shop” philosophy, and “lowest
responsible bidder.” These arguments, however,
skirt the issue of how to define “responsible” nor do
they address records regarding apprenticeship
programs or local hire

Interestingly, they never use Alaska PLA examples
In their attacks because they have worked well In
our state.

Claims of non-competitiveness hold no water, as
anyone (union or non-union) can bid on projects
covered by a PLA

They regularly cite the rare PLA projects that have
gone over budget, but never tell anyone that the
overruns had nothing to do with the PLA



Title 36?7 W hat does it mean?

All state construction projects ever $2000 are subject to
paying the Prevailing Wage in accordance with the Davis-

Bacon Act

Union and non-union alike must pay this rate

Union Apprenticeship programs ensure lower cost
apprentices available. Non-union contractors often have to
pay full journeyman rate to non-skilled workers because

they have no apprenticeship training program, or ones that
neither train or provide the benefits to the level of those

represented by the unions.
Union Apprenticeship programs mean easier tracking of
legal compliance



Quality Craftsmanship...

W here does itcome from ?

It comes from real apprenticeship...

an investmentin our community

Union-based apprenticeship programs have set the
standard and continually raise the bar

Our state-registered programs require thousands of
hours of closely supervised, on the job training plus an
additional 1000 hours or more of related classroom and

shop instruction
The Alaska Building Trades are constantly working to get
Alaska grads into their programs



BOTTOM LINE

PLA IS A GOOD BUSINESS DECISION |

The Alaska Gas Pipeline is the biggest
construction project EVER In North America

A PLA builds predictability and labor stability
Into a project with many uncertainties,

Guaranteed local hire preference, and an
association with the best proven training
establishment for the type of construction
this project requires

And a proven track record of PLA successes
In Alaska from TAPs through Missile Defense
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MEMORANDUM March 31, 2007

SUBJECT: CSSB 104(RES), Draft Version”)
(Work Order No 25-GS1060\Mr

TO: Senator Charlie Huggins
Chair of Senate Resources Committee

FROM:
Legislative L-ounsei

Enclosed is a new draft version of CSSB 104(RES). Please review this draft carefully to
ensure that it is consistent with your intent.

Please check page 4, line 9, page 14. line 10, and page 22, line 19 to see if they should
match page 16, line 18.

Please look at Sec. 43.90.140(2)(D)(ii) on page 5 of the draft bill. Your request was to
amend the first part of that sub-subparagraph from

if the proposed project involves marine transportation of liquefied natural
gas. a description of the pipeline route, system, and capacity to bring
North Slope gas to tidewater, including a description of transportation

services. ...

if the proposed project involves marine transportation of liquefied natural
gas, that brings North Slope gas to tidewater, a description of
transportation services.. ..

I was afraid that your suggested language might imply an anticipation that North Slope
gas would be brought to tidewater by marine transportation. So, the change in the draft

reads as follows:

if the proposed project involves marine transportation of natural gas, a
description of the marine transportation services ....

If I misunderstood the intent of the change you wanted, please let me know so that | may
correct it in the next version.



Senator Charlie Huggins
March 31, 2007
Page 2

Your suggested change deleted the word "qualified" before "person™ on page 17, lines 23
and 25 of the "E" version. Note that "qualified person” is also used in the same statutory
section, but in a different subsection, on page 18, lines 18 and 24 of the "E" version. |
did not delete "qualified" before "person™ on page 18 because | did not know whether
there was a substantive difference between the use of "qualified person” on page 17 and
on page 18. My understanding from earlier discussions was that "qualified person™
meant a person "qualified" to receive the resource inducement authorized under

AS 43.90.300.

Finally, on page 27, line 12 we inserted new language to make clear that the applications
that are received are not public records until the commissioners issue the public notice
under AS 43.90.170.

| appreciate the effort you made to bring your changes to me so quickly and the way you
used a mark-up of the bill itself to note the changes. Thank you.
DMB:Imb

07-090.Imb

Enclosure
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CS FOR SENATE BILL NO. 104(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FIFTH LEGISLATURE - FIRST SESSION

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsors): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

ABILL
FOR ANACTENTITLED
"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 OF THE STATE OF ALASKA:

* Section 1. AS 43 is amended by adding a new chapter to read:
Chapter 90. Alaska Gasline Inducement Act
Article 1. Inducement to Construction of a Natural Gas Pipeline in this State.
Sec. 43.90.010. Purpose. The puipose of this chapter is to encourage
expedited construction of a natural gas pipeline that

(1) facilitates commercialization of North Slope gas resources in the

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

the North Slope in the state;

_ -1- CSSB 104(RES)
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(3) maximizes benefits to the people of this state of development of il
and gas resources in this state; and
(4) encourages state oil and gas lessees and other persons K commit
natural gas from the North Slopr of this state to a gas pipeline system for
transportation to markets in this state or elsewhere.
Article 2. Alaska Gasline Inducement Act License.
Sec. 43.90.100. Gas project, (a) 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 out in AS 43.90.110.

(b) Nothing in this section precludes a person's pursuing a gas pipeline

independently from this chapter.
Sec. 43.90.110. Natural gas pipeline project construction inducement

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

licensee or its designated affiliate to recEive
_______ _V _———— -

(1) state matching contributions in an amount not to exceed
$500,000,000, 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; die 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 the licensee's qualified expenditures at the level specified in
the licence; however, the state'glzx:tg:r\\/t\pi%(ution may not be more than 50 percent
of the qualified expenditures incurred before the close of the first binding open
season;

(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;

(C) qualified expenditures are costs that are incurred after the

New Text Underlined [DELETED TEXT BRACKETED]
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license is issued under this chapter by the licensee or the licensee's designated

affiliate, and are directly and reasonably related to obtaining a certificate of

public convenience and necessity from the Federal Energy Regulatory

Commission or the Regulatory Commission of Alaska, as appropriate, for

development of the project; in this subparagraph, "qualified expenditures™ does

not include overhead costs, litigation costs, assets, or work product predating

the issuance of the license, or civil or criminal penalties or fines; and j

(2) the benefit of an Alaska Gasline Inducement Act coordinator who
has the authority prescribed in AS 43.90.40u.

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 requiremenis imposed on the
licensee under (d) of this section and AS 43.90.230, the state and the licensee no
longer have any obligations under this chapter with respect to the license.

(b) If the commissioners or the licensee independently determines that the
project is uneconomic and should be abandoned, but the other party does not agree,
the disagreement shall be settled by arbitration administered by the American
Arbitration Association under its Commercial Arbitration Rules, and judgment on the
award rendered by the arbitrators may be entered in any court having jurisdiction
thereof. In the event of arbitration, each party shall select an arbitrator, and the two
arbitrators shall appoint a third arbitrator from the American Arbitration Association's

" A

National Roster who shall serve as the chair of the three-member arbitration panel. If {\

the arbitration panel determines that the project is
Q) uneconomic and-sheuld 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 (d) of this section and AS 43.90.230;
(2) not uneconomic and chould not be abandoned, the project may not

be abandoned, and the obligations of the licensee and the state continue as provided

under this chapter and the license.
(© If the state makes a payment to the licensee under AS 43.90.540, the

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

-3 CSSB 104(RES)
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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 considered
abandoned; and

(2) requirements of AS 43.90.540.

(d) If the licensee and the state agree or if a licensee prevails in an arbitration
in establishing that the project is uneconomic and should be abandoned, the licensee
shall assign to the state or the state’s designee all project data, engineering designs,
contracts, and permits related to the project that are acquired by the licensee during the
term of the license upon reimbursement by the state to the licensee of the licensee's net
Costs.

Sec. 43.90.130. Request for applications for the license, (a) The
commissioners shall commence a public process to request applications for a license
under this chapter within three months after 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.

(c) The provisions of AS 36.30 do not apply to requests for applications under
this chapter, but the commissioners shall adopt regulations that provide protest and
appeal procedures relating to the solicitation of applications and award of a license
that are substantially similar to the procedures in AS 36.30.550 - 36.30.699.

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 state to market,

including
(A) the route proposed tor the natural gas pipeline;

104(RES) *4.
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(B) receipt and delivery points and the size and design capacity
of the proposed natural gas pipeline at the proposed receipt and delivery points,
except that this information is not required for in-state delivery points unless

the application proposes specific in-state delivery points;
(C) an analysis demonstrating the projects 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

< applicant will perform field work, environmental studies, design, and
i engineering, and how the applicant will comply with all applicable state,
lj federal, and international regulatory requirements that affect the proposed
1. project; the work plan must address the following:

2 (i) if the proposed project involves a pipeline into or
\A through Canada, a description in detail of the applicant's plan to obtain
15 necessary rights-of-way and authorizations in Canada; a description of
16 the transportation services to be provided and a description of rate-
17 making methodologies the applicant will propose to the regulatory
18 agencies; and an estimate of rates and charges for all services;

19 (i) if the proposed project involves marine
g transportation of liquefied natural gas, a description of the marine
21 transportation services to be provided and a description of proposed
22 rate-m ‘ting methodologies; an estimate of rates and charges for all
23 services by third parties; a detailed description of all access and tariff
24 terms the applicant would propose for liquefaction services or, if third
25 parties would perform liquefaction services, identify the third parties
26 and the terms they would offer, a complete description of the proposed
27 ownership, control, and cost of liquefied natural gas tankers, the
28 management of shipping services, liquefied natural gas export,
29 destination, re-gasification facilities, and pipeline facilities needed for
30 transport to market destinations, and the entity or entities that would be
31 required to obtain necessary export permits or a certificate of public
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