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Official Business 

Senator John Torgerson, Chair 
Senator Rick Haliord 
Senator Pete Kelly 
Senator Johnny Ellis 

TO: 

MEMORANDUM 

Representative Joe Green, Vice-Chair 
Representative Brian Porter 
Representative Scott Ogan 
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FROM: Senator John TorgersorL_:::~~,.,~ ... ...,.. 
Chair, Senate Resources C ittee 
Chair, Joint Committee o Natural Gas Pipelines 

SUBJECT- Report on the Alaska Natural Gas Pipeline 

DATE: May 16, 2002 

I am enclosing some information on the Alaska Natural Gas Pipeline that I hope 
you will find useful. First, there is a report on the natural gas pipeline modeling 
work done by the legislature's economic experts, Northern Economic Research 
Associates. In addition, we are enclosing a CD containing the economic models 
of the different gas line projects built by o r experts. 

Second, there is a report by our expert on oil and gas matters, Patrick Coughlin. 
The report provides background information and a status of the provisions in the 
United States comprehensive energy bill that pertain to an Alaska natural gas 
pir-eline. That bill is currently set to go to a conference ~ommitt~e with U.S. 
Senate and House members. 

Finally, I am enclosing a report on the matters that Mr. Coughlin has been 
working on for me. He has discussed oil and gas issues with many of you and 
you should feel free to contact him during the interim if you have technjcal 
questions relating to oil and gas. 

Session: January- May 
State Capitol, #427 
Juneau,AJ< 99801 
Phone: 907-465-2828 
Fax: 907-465-4779 

lnterim: May - December 
35477 Kenai Spur Hwy., Suit<! lOlA 

Soldotna, AK 99669 
Phone: 907-260-3041 

Fa.x: 907-260-3044 
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The Joint Committee on Natural Gas Pipelines for the Alaska State Legislatun. 
contracted with Northern Economic Research Associates (NERA) to build economic 
models to determine the feasibility of various Alaska gas projects and to analyze 
legislative policy surrounding natural gas issues. NERA is 'In economic research firm 
made up of experts with experience in oil and energy economics, the Alaska stat. 
economy, finance and accountmg. 

Dr. Reynolds is a p10fessor of oil and energy economics at the Universi ty of 
Alaska Fairbanks (UAr) and has researched 011 and energy issues for over fifteen years. 
He has spent time in Kazakstan, Russia, Norway and Mexico studying their oil and gas 
industries. Dr. Logan is an economics professor at UAF and has looked at a number of 
Alaska State economic issues over the last fifteen years including oil and gas lease sale 
efficiency, mining and military impacts on the local economy, and fishery industry 
problems. Dr. Sparks is an accounting professor .tt UAF w1th finance experience. He was 
the senior accountant at the Alaska Permanent Fund Corporation where he was 
resoonsible for performance evaluations including internal rate of return (IRR) and net 
present value (NPV) calculations for a diverse portfolio of investments. He has also 
worked on litigation claims mvolving lost brnefits and on Alaska Housing Finance 
Corporation studies to determine energy effic1ency benefits. Mr. Backus is an Alaskan 
scholar :11 UAF and is helping put together the economic models. 

NERA has worked with the Jomt Comminee since JanuaT) 7th, 2002 and has 
researched gas pipeline costs, price forecasts and potent1al gas supphes for an Alaskan 
gas project. Based on all the data gathered. economic model were developed to show 
how feasible various natural gas projects were. The followmg repon explam the results 
of the ALCA.~ pipeline project. 



Introduction 

• Part I- Description of An Economic Model (This i~ the hard part) 
• Part IT- Alcan Project Model and Key Assumptions (What you need to know 

about the project) 
• Pan ill- Model Results (How do the results change if the assumptions change) 
• Part IV- Conclusion (What you really want to know: the prow: t is economtc 

based on our assumptions) 
• Pan V- Appendix (CD containing models for LNG 1.5 BCF, Y -Lme 6BCF, 

Alcan Expandable 4.5 BCF, and Alcan Non-Expandable 4.5 BCF for you to play 
with) 



Wha is an economic model? How is it built? 

• An economic model is a simplified repre~entation of a proposed busine , project 
or transaction built on the basis of input assumptions which are combined by a 
series of mathematical formulas to determine project results aud n•1tcome valu~ 

• For an oil and gas company, these input assumptiom or e timates would include 
the production volume. oil or as pnce, capital costs, operating co ts, taxes, and 
royalties. 

• The input assumption are based on the best av&~lablc mformatlon from the 011 

..nd as complll.y's geolo · ts. re rvorr engt • econorrusts, fac1Jity an 
p1peline en meers . accountants, and other experts. 

• Project c expenditure and revenue are c:strmated don the 

• Cuh flows are put mto a spread 
flow is c cui ted on a yearl 

t ur other c cuJ uon tool nd then 
s sta.rtlnJ 1th the tmual1nv atment. 

umpoon. 

net cash 

• The amount of deta.JIJn the model depend upon th c mp 1ty and v of the 
dec1S1 factnJ tl\c com y. 



What does a model look like? 

• Simplified oil and gas cash flow model example 

YearO Year 1 Year2 Year 3 Year4 YearS 
Revenues 
Volume 0 75 75 50 50 25 
Price 0 lQ 20 ~0 ~Q 20 
T. Revenues 0 1500 1500 1000 1000 500 

':osts 
Capital 1000 0 0 0 0 0 
Op.:rating 0 550 650 400 500 250 
Royalty 0 150 150 100 100 50 
T~es 0 300 300 ~QQ ~ lQQ 
T. Cost (1000) (1000) (1100) (700) (800) (400) 

Net Cash Flow (1000) 500 400 300 200 100 

• Model assumes an initial investment of $1 btllion doll an, inttial productic .1 1s 
large and then decreJSes with time, the oil pri~o.e stays constant at $20/bbl, 
operattng expenses vary. royalty 1s 10% of total revenues, and taxes are 20% 
of total revenues. 

• Model automaucally 
o calculates the total revenues by formula th t mult1phes the volume 

each year by the price 
o calculate the royalty and taxes by formula that muluphes the total 

revenues by the assumed ro alty and tax rate 
o ums the co ts each ye to t a year I y total 
o ubtracts the total cost each year from !'>tal reveuues eaeh year to Jet a 

yearly net cash flow 

• Simphfied model has about SO cell w1th very umple equauon • actual modtl 
has about 200,000 cells With many complex, cundttJOnal equatJons 



What economic jargon do we need to understs.nd to use an 
economic model? 

• Time Value ~ Mooey Coacept- a $1 today is worth more than a $1 tomorrow 

• lDflatioa -The notion that the price of goods and services increases over time 
o Subset of the time value of money concept 
o If we have three percent inflation, a candy bar that cost $1 in 2000, oJst 

about 75 cents in 1990, '! .. d about $1.35 in 2010 

• Nominal vs. Real Dollars 
o NomiDal Dollars are dollars at the time of the transaction - in our candy 

bar example, price actually paid was: 75 cents in 1990, SJ. in 2000, and 
S!.~5 m 2010 

o Real Dollars adjusted, using an inflation index, to a particular point in 
time - in our candy example, the price paid. adjusted for inflation to a base 
year of 2000, was: $1 in 1990,$1 in 2000, and $1 in 2010 

• Present Value- a time value of money concept that brings all investment and 
return cash flows back to a common date based on a Discount Ra;e or Hurdle 
Rate 

• Discount Rate or Hurdle Rate 
o A rate applied to a series of future cash flows to adjust for risk and the 

uncertainty of time factor 
o The rate reflects general inflation in the economy 
o The rate reflects that you'd want a higher rate of return on your money if 

you had to leave it in the bank for five months vs. five years 
o The rate reflects that you· d want a higher rate of return on your money 1f 

you invested it in a safe government bond vs. if you invested it in a new 
company promoting a new product 

o Tbe Discount Rate or Hurdle Rate is so important we will talk some 
more about it and bow It is calculated. 



How do we calculate the present value of our simplified oil and 
gas project? 

• In our simple oil and gas cash flow example, the yearly undiscounted cash flows 
were: (1000), 500,400, 300,200, and JOO. (Refer to earlier slide titled "What does a 
model look like) 

• But, we now know that the early cash flows are worth more to us !han the later cash 
flows because of inflation and our risk toleranr.e 

• Let's discount those cash flows by a discount rate of 0%, IO% and 20% back to the 
common Year 0 and see what we get. 

Year NCF@O% NCF@IO% NCF@20% 
0 (1000) (I 000) (I 000) 
l 500 455 4I6 
2 400 391 276 
3 300 225 172 
4 200 I37 95 
5 IOO 62 59 
Total 500 209 0 

• What's our conclusion? 
o If there was no such thing as inflation and the project h1d absolutely no risk, 

we'd use 0% discount rate and the project would have a present value of $500 
million 

o If the project was very risky, we might use a 20% discount factor and the 
project wouldn ' t have any present value to us 

o If the project wasn't very risky, we might use a I 0% discount factor and the 
project would have a present value $209 milliort 



Why is the hurdle rate so important and how is it calculated? 

• Why is the hurdle rate so important? 
o The hurdle rate or discount rate (aka cost of capital) reflects the minimum rate 

of return a flllD must make on its investments 
o If the hurdle rate is too high, the flllD will reject projects that it should have 

done 
o If the htirdle rate is too low, the firm could Jose money 
o On the same project, different companies can have different hurdle rates 

depending upon their particular situation 

• How is the hurdle rate calculated? 
o It is based on the firm's capital structure, .that is the proportion of debt and 

equity 
o It is also based on its cost of the debt and cost of the equity 
o Example - Say a firm has 40% debt which it I Jrrow at 8% and 60% equity 

which must be paid at the rate of 15% to attract investors. The cost of debt, 
however, is after tax so we need to know the company's tax rate, 40% 

Hurdle Rate = debt proportion x [debt rate x (1- tax rate)] + equity 
proportion x equity rate 

= .4 X (.08 X (1-.04)) + .6 X .15 
= .4 x .048 + .6 x.l5 
= 1.92 + 9 
= 10.92%= II% 

• Should the hurdle rate be adjusted to reflect the risk of a particular p:uject? 
o This is a subject of much debate 
o Generally it should not be adjusted unless the risk of the particular project is 

completely different from the ordinary risks assumed by the company in its 
business 

o Risk factors can include: project size, country or political risk, or price risk 
o Senate Energy Bill's price risk mechanism greatly reduces any price risk 

• What are hurdle rates for oil and gas companies and pipeline companies? 
o For large oil and gas companies over last 20 years, about 10 to 12% 
o For pipeline companies (which usually assume less risk than oil and gas 

companies) over the last 20 years, about 8 tolO% 

• What is NERA' s opinion about the appropriate hurdle rate? 
o If the federal legislation pasoes with the price floor, 10 to 12% 
o If it does not pass, 13 to 15% 



How do firms and governments use economic models? 

• The model calculates various measures of profitability and baed on the results 
company executives decide whether to proceed with the project or not and compare 
the project to other alternative investment 

• The three most common measures are a project's net p.esent value, rate of return, and 
profitability i rldeX 

o Exar tple- Assume our sill' pie oil and gas model and the company' s hurdle 
ra is 10% 

o The net present value (NPV) of the project discounted at 10% is $209 million 
o The rate of the return (ROR) of a project is the discount rate that :r•elds a NP\' 

of zero and in this example is 20% 
o Profitabi:1ty Index (PI) is the NPV divided by the initial investment. It is 

consic' red a measure of the "bang" for the buck and in our example is .21 

• In theory, if our hypothetical compan) ' s hurdle rate were 10%. it would do this 
project or any project with a NPV greater than zero using a !0% hurdle rate 

o If it could only do one project and it had another project with a NPV 
discounted at !0% of $400 million, it would do that project 

o If it could only do one project and it had another project with the same NPV 
of $209 million, it WOIJid do the one with the lowest investment cost 
employing the PI indcJt criteria 

• Firm 's also use the model to do ··sensitivity analysis" 
o Sensitivity analysi; answers what if questions like : How much would our rate 

of return increase if the price of oil were $25 instead of $20? How much 
would the rate of return change if our construction costs were 25% ltigher than 
expected" 

o It helps the firm determine which input assumption variables are mos t 
important and warrant the most attention 

o Our model looks at how different assumptions affect the ROI 

• Governments use economic models in much the same way as companies 
o Determine the appropriateness of a fiscal system and its effect or. investment 

in the country 
o Dcte.rmine the effect of various incentives on private investment and 

government revenues 



How did we build our model? 

• Looked at a large number of models 
• Reviewed a number of reports and analysis reprdin& ps Dlllrlteu and pipelines 
• Consulted and exchan,ed data with economiau and oil cl ps experts from the 

Department of Revenue and Department of Natural Reaources, other ,ovemmental 
experts, and industry and privlle experts to work out key iuues 

• Had updates every morning with Senator John Tcqerson, Mr. Patrick Coughli attd 
other ex peru 

• Built several models to examine various route options 

• Looked at a number of input assumptions for ALCAN route 



PlanO 
fie ALaN PMjiet 

• Model• project pttldUctna a• frtmi the Pn.ldl'ioe IJay and Poin ll'Krrrw.:Jfl 
aa1e in Albena 

• lndudta 1 conditionina plm m • 1 ll male 
NOLa extractim pbn 

• Baed on 1 -i .$ tlll1iOII 

• All 'both .. -
• u 
• Terminates in AI 

tnn port the to 

foe 

IDd.l 



What are the key input assumption variables? 

• The price of gas and NGLs 
• The type of gas, etha"':' :.r iliirural gas liquids (NGLs), available for sale 
• The voilliDe of gas that is CUITelltly available for sale (gas reserves) 
• The volume of gas that may be available for sale (future discoveries) 
• Upstream costs 

o Production costs 
o Oillosses 

• Project capital costs 
o Conditioning Costs 
o Extraction plant costs 
o Pipeline costs 

• Non-expandable 
• Expandable 
• Terminus 

• Operating costs and fuel use 
• Pipeline tariff 
• Government Revenues (State, Federal, Canada) 

0 Property 
o Severance 
o Income 
o Royalties 
o Depreciation 

• lncenti ves 
• Project route 

o Akan, Valdez-LNG, andY-line 
o Focus on Alcan route 



Key Assumptions - Prices and 
Price Floor 

• Forecasts for natural gas prices 

• Natural gas prices are volatile 

• Changes in prices dramatically affect the project's ROI 

• Price forecast is key to project's economic feasibility 

• NGLs prices 

• Effect of federal legislation 

• National security 



Key Assumptions 
Price Forecast 2010 

(Chicago Price 2002$ per MCF) 

• Natural gas prices are volatile and future prices are difficult to predict 

• Futures say $3 .50 

• ElA says $2.94 to $3.61 

• Producers say $3.12 (EIA mid-price) 

• CER.A says $2.50 to $3.50 

• Federal Legislation uses $3.15 (estimated based on inflation and tariffs) 

• Base Model uses $3.15 

• Actual May 2002 is $3.70 



Key Assumptions - Price 
Natural Gas Liquids (NGLs) 

• Assume no pentane or lllgher NGLs sales (already taken by TAPS) 

• Assume low use of ethane and propane to extend life of producing oil fields 

• 'Cse historic NGLs prices 



Key Assumptions - Federal Price Floor 

• Federal Legislation contains a price guarantee of $3 .25 in Alberta ($20 0), about 
$3 .75 in the lower48 

• The $3.25 price is not a subsidy because lower than expected price 

• The guarantee reduces price risk by taking away price volatility 

• The Legislation includes a tax repayment when prices are greater than $4.88 in 
Alberta ($2010) or $5.40 in the lower 48 

• The federal government calculates a revenue neutral price 

• This provision is probably the most important fiscal term affecting the project 's 
economics 



Key Assumptions - Price 
National Security 

• FederalleJislation secures national eDei'IY security 

• Tbe world has become a danaerous place 

• Energy is tbe life blood of the US'' aild Canada's ecouomy 

• AJaala is a safe, secure, and steady source af reasonably priced eDer&Y 

• Federal leJi.slation is not a subsidy, since revenue neutnl. but it does add to I J<; and Canadian 
national security 



Key Assumptions - Proven Reserves 

• Prudhoe Bay proven reserves are •• 'OUnd 26 trillion cubic feet 

• Pt. Thompson proven reserves are 8 trillion cubic feet 

• If the pipeline is expandable, expectations are that these estimates are low or that there 
will be additional discoveries 



Key Assumptions- Upstrean.' Costs 

• Gu Production Costs 
• The Aluka gas pipeline is an incremental pro· ect added on to exi ting oil 

i.nfruttucture 

• Oil wells already produce gas 

• No upstream costs are included at the Prudhoe Bay Unit becauae there ill be little 
or no costs to add on this project 

• No upstream co ts are included at Point Thompson because a 
improve overall field development feasibility 

• OU Losses 

project will 

• If gas is produced wtthin the next few years, some oil production may be I t 

• Oil losses are expected to be between 0 • 600 mmbo 

• The model as urnes an oillo s of 480 mmbo 

• Losses occur late in the life of the project 

• No oil losses could occur becau e of technology and rniti ation methods 



Key 
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Key Assumptions - Fuel Use and 
Operating Expenses 

• Best practice operating expenses (yearly operating expen~es are based on percent of 
total capital expenditure) 
• 2.2% of pipelinr capital 

• 5.4% of conditioning capital 
• 4% of NGLs capital 

• Natural gas used to run pumps creates fuel loss 
• Industry best practice has 2% loss.of gas per 1,000 miles 
• Con:!itioning plants loss 4% 
• NGL separation loss 3% 



Key Assumptions - Tariff & Depreciation 

• A high tariff reduces wellhead value and wellhead reve ues 

• A low tariff increases royalties and severance tul!s 

• If the producen own the pipeline, they will J'T'Cfer a high tariff because it mcreue 
their ROI by reducing state revenues 

• Model assumes that Producer revenue is enerated from wellhead and pipeline 

• Tariff setting and taxing is variable due to the depreciation method used a d it affects 
theROI 

• Base case uses current depreci•tio11 schedules without accelerated depreciation 

• Base case uses current taxes in United States and Canada without assuming y 
changes to those laws 



Incentives 

• Incentives can increase ROI to make a project more attractive 
• Incentives cost government revenues 

• Incentives in the form of government subsidies can reduce a company's use of 
innovation to make the project economic 

• Incentives in the form of government subsidies may only accelerate a project that 
would otherwise be done later 

• Assuming state decisionmakers believe that incentives are appropriate, they should be 
sllUCtUTed to provide the greatest increase to ROI at the least cost to state revenues 

• Incentives can be negotiated to benefit both the pro'ect sponsors and the state 

• "Fiscal tenns should not be more attractive [to the project sponsors) than what is 
n.ecessary to achieve the desired economic activity." Dr. Pedro Van Meurs, Fiscal 
Systems expert 

• The model can show the effect on ga objectives of using different incentives 



Partm 
Model Results 

• Base Case Model - Expandable Pipeline 

• With Alaska Property Tax Holiday 

• With Capital Cost Changes 

• With Price Changes 

• With Accelerated Depreciation 

• With Tax-Exempt Financing 

• Alternative Model- Non-Expandable: Pipeline 



MODEL RESULTS 

- ---onAnllablelnlomatlon 
Projoc:t from - NOflh Slope 10 AECO Hub 

Asalmlng30Yeara "-tum on w- - -oiPn>duction In- - -(SimmBTU) (mlllioM) (mlllioM) 
(2002$) (2002$) 

~---· 15.05% $1 .33 S23,5S5 122,112 
w/4 yr AI( tu break" 15.22% $1.35 $23,331 $22,744 

w/ addition 3 yr break 15.36; . $1 .36 $23,059 $22,8.19 
w/20% 0011 overrun 13.03% $1 .12 $20,831 $20.1104 
w/20% cotl reduction 17.110% $1 .54 $26299 $24,723 
wl accole<alld depfoc:lalion 15.32% $1 .35 $23,765 $22,<133 
w/20% increue In Chicago Price' '!7.4()CJ. $1 .82 $31 ,949 $30.384 
w/ 20% dectoue In Chicago Pnce" 12.40% $0.84 $15.184 $14,;.(3 

Debt Reference Scenario" 14.70'4 ' $ 1.32 $22,128 $18.471 
wl Railra.d Bondi' 15.00% ' $1.41 $23,734 $20,038 

Non-Expandible Scenario • 16.45% $1.45 $25,083 $23,795 

S2.6 on 
$10 bn 

$11 .6 bn 
$0.6 bn 

$13.2 bn 
$1<.8 bn 

1 E.tqwldable RlllorrJnce SceNrio aoaumn loderll tu ctedil/price floor & non-expanlion ol plpaline 
(4.5 bel/day throoghpu1-a- caae acenario). 

2 Property tu bfaak during uoumad 4 year 001111!\ICtiOn period. 

c.n.dl8n -(mllllonl) 
(2002$) 

17,3111 
17,388 
17,388 
$8,883 
$5,910 
17,386 
$7.386 
17.386 

$4,968 
$4,957 

$6,432 

4.21 BCF 

3 C&ic:ulaled uuning 70% debt. UOOd only 10 evaluate value ol Railra.d Bonds. Not oompar- 10 other ocet!lrioe. 
4 Allumel4.5 bel/day plpaline ia non-expendable, iolully utilizad. and ooots 6% 1-

on a $/inc:ll·mUe buio. A ball park fogure lor oc:tua1 profitability • • the producers mu• believe 
tho aCIUalmum is above thio amount. otherwiaa they -.ld not opt for expandabllity. 

5 Faderal price floor baaed on EIA forecu1 1n 2002 dollars. 
6 lndudn nail quantitln o1 ethane and propene. 
7 Simple woighted average of tho mum on equity and the taxable bond rate . 
8 Rep<eaantl 63e change in tho Albelta Price. 

-......... (millions) 
(2002$) 

141,325 
$48,477 
$48.654 
$45,745 
$50,905 
$48.357 
$82,862 
$33,987 

$41204 
$43,787 

$49.595 



Part IV 
Conclusion 

• Expandable Scenario has 15% return 

• If the project is expanded, the return will be higher 

• With cost overrun, ROI drops to 13% 

• With cost underrun, ROijumps to 17.8% 

• Return includes a price floor 

• Therefore there is almost no risk on the venture 

• All cases, including cost overrun, el\ceed the hurdle rate 

• This project is economic and should be a go 



Conclusion · The Project is Economic 

• The Joint Pipeline Committee's model shows that the project is economic at a 
discount rate of 15% 

• A model prepared by Informetrica Limited, a Canadian consulting company, 
shows that the project is economic at a discount rate of 15% and "[i] n fact, the 
after -tax internal rate or return for the producers is 31 per cent." lnformetrica, 
Cost-Benefit Analysis of the Alaska Natural Gas Transmission System (January 
2002) 

• H the federal price floor in the current Senate Energy Bill becomes law, the price 
floor for gas shipped on the line will be $3.25 Alberta or $3.75 US an<i others, 
inc' uding the producers have said that tlte pipeline would be eccnomic at that 
price: 

o .. cor:unercial project exists today. One with a rate of return of over 12 
percent." Ken Thompson, former A reo president and oil and gas 
consultant. (PNA 3.17.02) 

o Exxon "would have to see a natural g: s price of US$3 to tiS$3.50 per 
thousand cubic feet on a long-term h..sis for the pipeline to move ahead." 
Bob Davis, Exxon spokesman, National Post (May 9, 2002) 

o "On average, tl>e price in [Alberta] would need to be maintained at prices 
above $3 .. (or $3.50 .. .in the United State~) for construction [of the 
Aiasl<a gas pipeline] to commence." Energy Information Administrati,•n 
(EIA), Annual Energy Outlook 2002 (December 20010 

o "Based on the estimated cost of gas at the well. capital costs, operating 
costs required rates of rerum, Alaska gas delivered b the proposed 
pipelire is estimated to competitive when lower 48 wellhead prices are 
sustained at $3 .15 per thousand cubic feet [a:1d] the :rigger price with the 
[Producer's enabling legislation without the price floor provisions] is 
auumed o be $3.05." EIA. The Effects of the Alaska Oil and Natural 
Gas Provisions of H.R. 4 and S.l766 >11 .S. Energy Markets (February 
2002) 

• Since the federal price floor has surfaced, the producers have refused to ~lease 
their project economics and more importantly the .a :-efused .o release any 
information upporting the assumptions in their mo&-. 
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TO: 

FROM: 
SUBJECT: 
DATE: 

MEMORANDUI\-1 

Senator John Torgerson 
Chairman, Joint Committee on Natural Gas Pipelines 
Members of the Joint Committee on Natural Gas Pipelines 
Patrick Coughlin 'p:n:.. 
Background and Status of Federal legislation 
May 14,2002 

BRIEF HISTORY 
1977 to Summer of 2001 

In 1976, the United States Congress passed the Alaska Natural Gas Transportation Act of 
1976 (ANGTA). That act authorized the President of the United States to select from 
competing proposals, a route to transport Alaska North Slope (ANS) gas to lower 48 gas 
markets and enter into agreement with Canada with respect to the selected route . The 
President selected a route basically following lhe Alaska Highway through Yukon 
through Alberta to the Midwest (Alcan route) . The President also selected a consortium 
of pipelines to build the route. Tc•day that consortium is composed of several companies 
that ane referred to as "Foothills" ur tl:e "Pipelines." The pr.:sident's decision was 
approved by Congress and became pan of an agreement and treaty with Canada. 

For purposes of understanding the new proposed so-called "enabling legislation. · 
ANGTA granted the State of Alaska "speciv; rights to serve in-state needs with its royalty 
gas." (Letter from the law firm of Morrison & Foerster to Senator Torgerson dated 
August 14, 2001.) The president 's decision repeatedly recognized the impor.ance of the 
state ' s ability to use its royalty gas for in-state energy and to develop the state's economy. 
The decisior. said that an Alcan p1peline could "supply the energy base required for long­
term economic development" within Alaska and it could supply natural gas to 
communities within Alaska along the route as well as other Alaska communities through 
local distribution lines. Furthermore, to preserve competition and avoid antitrust 
~oncems, the owners of the vast majority of gas reserves on the ANS, Exxon, BP, and 
Phillips, former!( Arco (Producers), were prohibited from owning an intt•rest in the 
Alaska pipeline. 

Foothills did a !ot of work in the late 1970s and early 1980s to complete the p oject. 
However, gas market conditions in the lower 48 dramatically changed and the Alaska 
pipeline was never built. Throughout the years. Foothills maintained its various 
authorizations although more ane necessary before it could actually begin construction. 

In the winter of 2000-01 , gas prices in the lower 48 increased dramatically from a 
historical avera;5e of $2.00 to $2.50 per mcf to more than $10.00 per mcf. Many 
economists and gas indu<try ex pens prt:dicted a fundamental shift in supply/demand 

Ultimately, Presiden1 Reagan issued a "waiver of law" thai allowed the Producers to own a 
minority interest in the pipeline. However. in issuing that waiver, the president specified that there would 
have to be a thorough antitrust in' estigation before this ownership could be approved. 



market for natural gas. Demand was soaring, primarily driven by new gas fired power 
generation plants. Supply was in question with many experts wondering whether 
traditional sources of natural gas like the U.S. Heartland, the Gulf of Mexico Basin, and 
the Western Canadian Sedimentary Basin, could keep up with the skyrocketing deiilillld. 

The Energy Information Agency (EIA), the federal agency charged w;th studying energy 
marker~. predicted that gas demand in the United States would rise from 23 tcf per year in 
2000 to 35 tcf in 2020 and Canadian demand would also grow. Other experts agreed and 
some predicted greater demand growth. Because of questions concerning the ability of 
supply sources to meet this demand, the EIA predicted that gas prices would grow at the 
rate of 2% per year 'over the next 20 years. The EIA said: "[T)he price is expected to be 
highe~ due to less optimistic assessment of natu.ral gas reserves discover..:d by exploratory 
drill . _,." EIA, Annual En,.:rgy Outlook 2002 (December 2001) Based on this type of 
information, oil and gas companies again became interested in gas resources located in 
so-called "frontier areas" like Alaskct. 

In May of 2001, President Bush's National Energy Policy Development Group submitted 
its report on a National Energy Policy. The report recognized that as a result of the rise 
in gas prices, interest in building an Alaska gas line had been renewed. The report stated: 

America needs the energy that Alaska's North Slope ... t!ural gas can 
provide. The Administration seeks to expedite the construction of a pipeline to 
deliver this natural gas to the lower 48 states. 

The repon recommended that the applicable federal agencies and interested parties wr~k 

closely "to expedite construction of a pipeline to deliver natural gas to the lower 48 
states." The report also stated that this "should include proposing to Congress any 
changes or waivers of Jaw pursuant to the Alaska Natural Gas Transportation Act of 1976 
that may be required." An Alaska natural gas pipeline was just one part of the national 
energy policv. 

PRODUCERS' ENABLING LEGISLATION 
Summer of 2001 to December 2001 

Because of the changes in the North America gas market, the Producers interest in 
developing their ANS gas reserves was renewed. However, the Producers wanted to 
pursue their own project independent of the Pipelines and did not want to be constrained 
to the Alcan route. In summer of 2001, the Producers began circulating their enabling 
legislation. They asserted that passage of this legislation would mitigate regulatory 
uncertainty and risk and that an Alaska projc.;t could not go forward without this 
legislation. They viewed the legislation as providing a new market driven, expedited 
regulatory process alternative to the process laid out in the Alaska Natural Gas 
Transportation Act of 1976 ("ANGTA"). In many respects , their proposed legislation 
mirrored ANGTA pr..,vis.ons regarding expedited agency review, creation ot a federal 
inspector and limited judicial review. 



The enabling legislation would allow the Producen to build their own Alaska pipeline 
md to build tile "Over-the-Top" route, which would be a pipeline north from Prudhoe 
Bay, crossing the Beaufort Sea, through the Northwest Territory and Canada, to the lower 
48. The Producers want to have the option to build the Over-the Top route despite the 
fact that the Alaska Legislature passed SB 164 banning that route in early 2001. The 
Enabling Legislation did not provide the state with any rights to access gas for in-state 
use, much less special rights. 

Needless to say, the Pipelines were not pleased. The Pipelines, which had rights under 
ANGTA to construct an Alaska pipeline, asserted that the Enabling Legislation created 
conflicts with ANGTA. They opposed that legislation. Furthennore, it worried several 
oil and gas companies like Anadarko and Alberta Energy (Explorers) who had recently 
come to Alaska with hopes of exploring and producing natural gas. In recent state leases, 
th= Explorers have acquired the rights to a large amount of state acreage with gas 
potential. The Explorers and the Pipelines expressed concern about placing so much 
market power in the hands of the Producers. thus, allowing them to control when and 
how a pireline is built. 

The Alaska Legislature created the Jo1 nt Committee on Natural Gas Pipelines (Joint 
Committee) to deal with issues surrounding ANS gas development. Because a hearing 
was scheduled to occur in the U.S. Senate in October to deal with the Enabling 
Legislation, the Joint Committee held a hearing to determine what proposals the Alaska 
Legislature should make to the U.S. Senate. At its meeting on September 19, the Joint 
Committee approved a number of proposals that included: 

• Prohibit an Over-the-Top route 
• Assure that Alaska has fair and rea;;vnable access to ga - ;>roduced within the state 

and that the Regulatory Commission of Alaska be invoJ .ed determining whether 
that access should be granted and what the appropriate tariff should be 

• Assure that Explorers who do not have an ownership interest in the pipeline have 
fair and reasonable access to space on the pipeline and the ability to obtain 
expansion capacity of the pipeline 

• Create a mechanism for fair and transparent tariffs 
• Approve a project labor agreement 
• Create provisions for Alaska hire and the use of Alaska businesses 
• Prohibit tax incentives for foreign LNG delivered to U.S. markets 
• Provide an accelerated depreciation schedule for gas pipelines 

Attachment "A." In an October 2od heariug before the Senate Energy and Natural 
Resource Committee. Senator Torgerson, chainnan of !he Joint Committee, presented the 
committee's propo~als. The Senate committee alsc heard from the governor, 
representatives of affected federal agencies, repu:sentatives of the Producers, 
representatives of the Pipelines, representatives of the Explorers, environmental groups, 
and other interested companies and citizens. Following the hearing, the Senate 
committee continued working on the comprehensive energy bill. 



In the meantime, H.R. 4, the U.S. House of Representatives version of an Energy bill, 
pas~ that body. It contained a provision banning the Over-the-Top route. This 
provision was vigorously opposed by the Producers. The Producers also opposed 
provisions relating to i , -state use of gas, access for Explorers ancl .:xpansion of thc­
pipelin.:. 

In December of 2001, Senator Daschle, the majority leader, pulled the comprehensive 
energy bill from the Senate Energy and Natural Resources Commit~ee and introduced the 
Senate version of the Energy bill . It contained a subtitle ~ited as the "Alaska Natural Gas 
Pipeline Act of 2002." Although it stated that one of its purposrs wru, "to ensure access 
to [the Alaska pipeline] on an equal and nondiscriminatory basis and to pn •mote 
competition in the exploration, development and production of Alaska Natural Gas,'' it 
contained little of substance on the subject. Moreover, it did not contain any provisions 
relating to in-state use of gas or Alaska hire. It did contain a provision stating that it was 
the "sense of the Senate" that it "urges the sponsors . .. to make every effort to use steel 
that is manufac,ure or produced in North America and to negctiat~ a project labor 
agreement to expedite construction of the pipeline. 

SENATEENERGYDEBATE 
January to April 2002 

In January of 2002, Senator \1urkowski invited Senator Torgerson and other interested 
parties to meet in D.C. to di, .;uss Alaska gas line issues. The meeting occurred in 
February and at the meeting the pipeline companies announced that they were r:o longer 
opposing the producers ' enabling legislation. 

In light oi the pipel ine companies non-opposition to the producers' enabling legislation, 
SrnatorTorgerson discussed how to best <idvocate the Joint Committee's position before 
the U.S. Senate during this Committee's meeting on February 15. At that meeting this 
Committee voted to request that the House Special Committee on Oil and Gas introduce 
HJR 44. This resolution provided that the legislature would support tiJe Producers' 
Enabling Legislation or the Act so long as it contained: 

1. "a provision similar to that in H.R. 4 bannmg the over-the-top route;" 
2. ..provisions for Alaskans and Alaska businesses that ensure they have 

access to the pipeline form-state consumption and value-added 
manufacture on a fair and reasonable basis and that the Regulatory 
Commission of Alaska play a role in detemrining that access;" 

3. "provisions for access to the pipeline by Explorers on a fair and reasonable 
basis, incluiling a proper open season and tariffs, and [for the Explorers] 
and the state [to] have the ability to obtain expansion of the pipeline if 
economically and technically feasible;" 

4. "provision for the reaffirmation of Alaska Natural Gas Transportation Act 
of 1976 and modem.z[ation] of that Act as necessary;" 



S. "provisions for federal financial incentives, including accelerated 
depreciation and an income tax credit that is designed to provide 
mitigation of long-tenn r ~tural gas price risks and the risks associated 
with funding the large capital costs of the project;" and 

6. "provisions declaring that the content of [provisions] (2) - (5) is not 
intended to exclude supply of Alaska North Slope natural gas to markets 
in the fonn of LNG or GTI •. " 

Attachment "B." IUR 44 overwhelmingly passed the Alaska Legislature. 

During February and early March, many modifications to S. 1766 were circulated, 
proposed and rumored. The producers were proposing amendments without sharing 
those amendments with the state. Often, Senator Murkowski 's staff would expect 
Senator Torgerson to respond to amendments on very short notice During January, the 
legislative hudget & audit committee authorized Senator Torgerson to hire Karol Lyn 
Newman of the law firm t•f Hogan & Hartson to advise the Alaska legislature on the 
P.peline Act and to monitor that legislation for lhe legislature. Her assistance was very 
' .lluable. 

During this time frame, some of the producers conunued to oppose a ban on the over the 
top route. They all seemed to be opposed to ensuring access for in-state use on any basis 
with teeth. They also all seemed to be opposed to providing for .... t pansion of a pipeline. 
Senator Torgerson spent many hours with Senator Murkowski ' s staff, the legislature' s 
attorneys in D.C., the governor's office. and the producers explaining the Joint 
Committee's position. 

i.Jitimately, a Senate version of an Energy bill passed that body in late April of 2002. 
The following compares the Senate Energy bill with the positions tal:en by the Alaska 
Legislature in IUR 44 and in the proposal adopted by the Joint Committee 

COMPARISONS OF THE SENATE El\'ERGY BILL WITH POSTYONS OF THE 
ALASKA LEGISLATURE 

Routing 

The Alaska Legislature requested a provision banning a pipeline project with a route 
traversing east through the Beaufort Sea and then entering Canada. Th•s provision was 
adopted. Sec. 704(d). 

In-State Access 

The Alaska Legislature ~uested an amendment that Alaskans have access to the 
pipeline for in-state consumption and value-added manufacture on a fair and reasonable 
basis and that the Regulatory Corr.missi(ln of Alaska play a role in determining that 
access and tariffs relating to that access m conjunction with the Federal Regulatory 



Energy Commission (FER C). In essence, the Alaska Legislature was seeking a provision 
similar to that contained in the ANGTA, which gives the state "special rights" pertaining 
to access for in-state use of royalty gas. Section 13(b) of the ANGTA provides: 

"The State of Alaska is authorized to sllip its royalty gas on the approved 
transportation system for use within Alaska and . .. to withdraw such gas from 
the interstate market for use within Alaska; the [FERC] shaD issue all 
authorizations to effectuate such shipment and withdrawal subject only to 
review by the Commission only of the justness and reasonableness of 
the rate charged for such transportation." 

(Emphasis added). In essence, ANGTA provides that the state shall be given access for 
the shipment of the state's royalty share. The Senate Bill provides that the FERC, upon 
the state' s request, may provide for reasonable access for state royalty gas, a weakenini! 
of the state's rights . Sec. 704(h). Additionally, the Senate Bill says that granting such 
access cannot increase the rates of existing shippers. The Senate Bill also requires that 
the holder of a FERC certificate for a pipeline project conduct a study of in-state needs, 
including tie-in points along the pipeline project for in-state access. Sc-.c. 7 (g). The 
study, however, does not have to be approved by an independent agency. 

The Alaska Legislature also requested that the Regulatory Commission of Alaska (RCA) 
and the FERC jointly set the rates for in-state transportation of gas. The Senate Bill 
provides that the FERC alone will set the rates althougn it first must confer with the state. 
Sec. 709(c). 

Explorer Access 

The Alaska Legislature requested provisions for access to the pipeli i.e by Explorers on a 
fair and reasonable basis, including a proper open season and tariffs. The Senate Bill 
contains an open season provision that allows the FERC to establish regulations and 
procedures governing any open season, a provision that the FERC consider the effect on 
competition in adopting those procedures, and, for any open season beyond the initial 
one, those procedures maximize the opportunity for shipment of gas from units other than 
Prudhoe Bay and Point Thompson. Sec. 704(e). 

The Alaska Legislature also requested a provision that the Explorers and the state have 
the ability to obtain expansion of the pipeline from the FERC if economically and 
technically feasible. The Act grants this authority, although it requires that the FERC 
make many stringent findings. Sec. 706(a)&(b). 

The Joint Committee requested a provision that explorers only pay for conaitioning 
services that they us~ . This provision was not adopted. 

The Joint Committee requested that the term "Alaska North Slope gas" be expanded to 
include gas resources in the Foothills and in Nenana basin surrounding Fairbanks. This 
provision was included in the Act. Sec. 713(1). 



Finally, it is noteworthy that one of the purposes ot the Act is "to establish a process for 
providing access to such transportation project in order to promote competition in the 
exploration, development and production of Alaska natural gas." Sec. 703(1). This 
recognizes some of the findings made by the Alaska Legislature in pas~:ng HJR 44. 

Reaftirm and Modernize ANGTA 

The Alaska Legislature requesl..d a "provision for the reaffirmation of the Alaska Natural 
Gas Transportation Act of 197., anc.l modemiz[ation] of that Act as necessary." The Joint 
Comnittee also requested that there be provisions to protect the presidential waiver 
granteU to the YPC project and that the possibility of supplying LNG to the !llarket be 
protected. Provisions ·ubstantially similar to the Legislature's and the Joint Committee's 
proposals were adopted. Sec. 703(1); Sec. 712(a)&(h). 

Other ANGT A requests by the Joint Committee including elimination of the Dempster 
Lateral requirement, creation of HUB~. and no ranff charges for previously performed 
work that has to be duplicated were not adopted. 

Jobs 

The Joint Committee requested a provision calling for approval of a project labor 
agreement for the project. Section 714 of the Senate Bill states the "Sense of the Senate 
and "urges the sponsors of the pipeline project to make every effort ... to negotiate a 
project labor agreement to expedite construction of the pipeline." 

The Joint Committee also requested that Congress approve a preference for qualified 
Alaskan businesses for the construction and maintenance of the pipeline. Although the 
Senate did not approve a r ; ference, it did pass several provisions to enhance the 
opportunities for Alaska employees and contractors. Sec. 715. They include: 

I . The Secretary of Labor is required t prepare a report setting forth a 
program to train Alaska residents in the skills and crafts required to 
design, construct and operate a pipeline to enhance employment and 
contracting opportunities for Alaskan residents. 

2. The Report should recommend needed changes to laws or regu ations that 
act as a deterrent to hiring Alaskans or contracting with Alaskans. 

3. The Secretary of Labor must establish training centers within Alaska to 
train Alaskans in the skills and crafts necessary. 

4. ~"!0,000,000 is appropriated to the Secretary to carry out these programs. 

F'mancial Proposals 

The Joint Committee o:>posed incentives for foreign LNG production and none are in the 
Act. The Alaska Legislature requested provisions for federal financial incentives, 
including accelerated depreciation and an income tax credit that is designed to provide 



mitigation of long-tenn natural gas price risks and the risks associated with funding the 
large capital costs of the project. The Senate Bill does not contain an accelerated 
depreciation provision although there is some speculation that it will be adopted in 
conference committee. The Senat... Bill, however, does provide for a fede r ! loan 
guarantee of up to $10 billion. More significantly, it contains a price risk ~~duction 
mechanism. Section 2503. The mechanism provides a seller of gas who gets less than 
$3.25, inflation adjusted, shall be given a tax credit. If the pri~ is greater than $4.85, any 
previous credits must be paid back until all previous creaits are. repaid. This provides a 
major boost to the economics of the Alaska pipeline. Our lobbyists, Hogan & Hartson, 
report that at least one Senator wants the loan guarantee provision removed from the bill 
because he was led "to belir ve that if risk mechanism passed the loan guarantee would be 
taken out of the bill . 

WAY FORWARU 
April2002 and .:yond 

Given that there are substantial disparities between the House and Senate Energy versions 
of the Energy Bill. there will be a conference committee between the Senate and the 
House. There are substantial qH._stions whether and when a compromise will be reached. 
See Attachment "D." Our lobbyists report that: "Due to controversial differences 
between the two versions of the legislation, the conference negotiations could prove to be 
lengthy and difficult." 

We know that the Producers have been diligently working to have some of t:1e provisions 
mos\ :,Cneficial to Alaska, including in-state use of gas, explorer acce~s. ana expansion, 
stripped out of the bill in conference committee Moreover, at least one of the Producers 
is working to remove the ban on the over-the-top route. That san1e Producer is working 
against the subsidies in the act including the loan guarantee and price risk reduction 
mechanism. See Attachment "D." 

The price risk mechanism has generated considerabL controversy, particularly in Canada. 
See Attachment "D." The Canadians are concerned L.Jat it will delay construction of the 
proposed Mackenzie Delta pipeline and that it will depress Canadian gas production. 
Producers in the lower 48 are ulso worried that the mechanism might affect :heir 
production. 

Appointments from the Senate side have been made to the conference committee. 
Senator Murkowski is one of the appointees. The House members have not been 
appointed yet. Most observers believe that Congressman Young will be appointed. 
When the committee will meet is anybody' s guess. Congressman Young has been quoted 
as saying, "There's no big rush [to get going], because the Senate bill doesn't produce 
any energy." Attachment "D." 

Senator Torgerson, as chairman of the Joint Committee, plans to work with the 
conference committee tc try to change some of the provisions in the Senate Bill to further 



benefit the citizens of Alaska. He anticipates making reports to the J'lint Committe-~ as 
information becomes available. 



ATTACHMENT A: 

12 PROPOSALS OF FEDERAL 

LEGISLATION BY JOINT 

COMMITTEE 



• 
ALASKA STATE LEGISLATURE 

JOINT COMMilTEE ON NATURAL GAS PIPELINES 

Official Business 

S~tor John Torgerson, Chair 
Senaa Ridt Hallord 

llepresentative Joe Greeu. Vi~ 
~live Brill'l Porter 
~tive Scott Opn Senator Pete Kelly 

Senator Johnny Ellis Rep!'elel\lative Jam Davies 

12 Proposals on Federal Legislation 

Proposal f 1 

The Joint Committee on Natural Gas Pipelines respectfully requests that 
Congress reaffirm that the Alaska Natural Gas Transportation Act (ANGT A) is 
the prevailirtg law with respect to a transportation system for delivery of Alaska 
natural gas to ~the contiguous States, and other markets, and the 
construction and initial operation of that system. 

The Joint Committee on Natural Gas Pipelines also respectfully requests that 
Congress allow certain amendments to ANGTA to modernize the act without 
changing the basic nature and general route of the approved transportation 
system or otherwise preventing or impairing in any significant respect the 
e<peditious construction and initial operation of the transportation system. 

lt.!Stifigtion for Pmposa] f 1 
Before the enactment of ANGTA there were three competitive proposals for an 
Alaska Natural Gas Transportation System. Specifically those proposals were: 

1) the Arctic Gas Prqject, which proposed an overland pipeliT'te 
extending from Prudhoe Bay, aaoss the North Slope of A.. .. ~ka to 
the Canadian Mackenzie Delta and thence southerly through 
Canada to the lower forty-eight states; 

2) the El Paso LNG Prqject, which proposed an overland pipeline 
extending &om Prudhoe Bay to Southern Alaska, where the gas 
would have been liquefied and transported by tankers to terminals 
in thi! western United States; and 

3) the Alcan Pipeline Prqject, referred to in Canada as the AlWii 
Hi&hway Pipeline PrQiect, which proposed an overland pipeline 
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extending from Prudhoe Bay to Fairbws, Alaska, and thence 
southeasterly through western Canada to the lower forty-eight 
states. 

All of these proposals were filed vnder the Natural Gas Act, debated by FERC, 
and Congress passed ANGrA, which authorized the President to select a route. 
The President then approved the ALCAN route and entered into a treaty with 
Canada, which were later c:cnfirmed by Cong:res!;. The Canadian Parliament 
also passed the Northern Pipeline Act, the equivalent of ANGrA. ANGrA was 
never repealed. In fact, in 1992 the federal inspector recommended that ANGT A 
be abolished, but Congress rejected that notion. 

PrOPOSal! 2 
The Joint Committee on Natural Gas Pipelines respectfully requests that Congress adopt 
provisions that prohibit the over-the-top route tirrougb the Beaufort Sea as a pipeline 
route. 

JustifiCAtion for Pnuzoul t 2 
• The Alaska Legislature has banned this route in Senate Bill 1M. 
• The House of Representatives in Congress has adopted an amendrr.ent in the 

Energy Bill to ban this route. 
• 'This route seriously decreases the benefits Alaskan's will receive from :he 

development of natural gas. 
• The North Slope Borough and the Alas'-a Eskimo Whaling Captains oppose 

th..3 route. 

Proposal! 3 
The Joint Committee on Natural Gas Pipelines respectfully requests that Congress crute a 
mechanism for allowin& the transparent and fair distnbution of the costs allowed to be 
included in the tariffs associated with a conditioning plant(s). 

JystiOqliOQ fpr Prngogl, 3 
Other producers will Wtely discover gu downstream from ~~ to a conditioning plant in 
Prudhoe Bay that will require them to construct ar. additional conditioning plant. Theie 
producers will need to be treated fairly with regard to taritfJ to encourage development 
and exploration of all North Slope au resowcu. 

Proposalt4 
The Joint Committee on Natural Gu Pipelines respectfully requests Congress to eliminate 
the Dempstcr-Lateral route from provisions in ANGT A. if neceuary. 

JustifiCAtion for Propoyl t A 
The original version of ANGrA included approval for the construction of a 
Dempster-Lateral pipeline to deliver natural gu to market from the Northwest 
Territories. The Northwest Territories hu developed plans for their own 
pipeline route to Alberta, making the Dempster-Lateralline obsolete. 

2 



Prgpoglf' 

The Joint Committee on Natural Gas Pipelines respectfully requests that the 
Ccngress pass legislation that limits tariff charges for prior work to 
compensation for work done that does not have to be duplicated and which is 
deemed appropriate to the current transportation system. 

Juatific,atign for PmpQHI t S 
The current owner of the authorizations under ANGTA is Foothills Pipeline Ltd. 
Previously, Foothills had several partners, which over time have withdrawn 
from the partnership. The withdrawn partners spent funds in support of the 
ANGTA route and have filed documents with the FERC to include recovery of 
those costs in any tariff for transportation of Alaska natural gas. Foothills has 
been negotiating with the withdrawn partners to resolve this outstanding 
liability. However, those negotiations have not been successful to date. 

Foothills and its partners should be compensated for the work done in 
furtherance of the ANGTA system that does not need to be duplicated. U the 
work needs to be redone or modernized, they should not be entitled to collect for 
the funds previously expended. Accordingly, the Joint Committee should 
support this request. 

Proposal t 6 
The Joint Committee on Natural Gas Pipelin respect:ful!y requests that 
Congress pass legislation to ure that Alaska have fair and reasooable acces to 
gas produced within the State and to create a joint board consisting ol members 
appoloted from the Federal Energy and Regulatory CommiJsion and the 
Regulatory Commission of Alaska to recommend access and tariffs that affect the 
state of Alaska. 

JuatifiCAtigp for PmpQHI t 6 
Unlike the Tnns-Aiub Transportation Systein for oil. the Natural Ou Act dou not 
pro~ for the ReJulatory Coltlllliasion of Alub to ~et rstea for JU used in Alub. 
Althouah section 13(b) of ANOTA provides that the sWe is autborim! to ship iu oyalty 
JU on the approved system for lilt withirl Alub and to withdraw Jucll 111 from the 
interst&te market for use within Alaska. it does not deal pecitically with bow A.lasU 
deiMty points wna the line will be approved. Acceas to , .. 11 ~ for 10elal and 
economic de~pment of Allub. 's replatory commi.uion should be part or a 
team that determinea b<-"" t'\tt ~·Stale aa:ess and rala are decet rained. 
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Propoaalf7 
Tbc Joint Committee on Natural Ou Pipelines ~...!peetfully requestS Congress to 

develop a formula that would allow for the letting of different tariff rates for natural gas 
distribution t- Jinta alon& the route. (HUBS) 

Iutifiqtiop for PmpoW t 1 
Al.a.ska is studying different proposals for usage of natural gas within the state, 
including several proposals for LNG fldlities, a petrochemical plant, several 
Gil.. plants, and in-state usage by communities. It is important to be able to set 
the tariff at different rates to allow these take off points. 

Proposal I 8 
The Joint Committee on Natural Gas Pipelines respectfuii. y requests lnat the 
Congress pass legislation to assure tt>.at gas producers that do not have an 
ownershi interest in the pipeline have fair and reasonable access to space on t.'le 
pipeline and the ability to obtain expansioo capacity of the pipeline. 

lyatificatiop for Propoyl I 8 
ANGTA originally precluded the Producers from participating i.ro the ownership 
of the gas pipeline. In 1981, a waiver was sought and obtained by President 
Rogan to permit the Producers to have an ownLship share in the pipeline. 
Their participation, however, had to be approved by the FERC and could be 
approved only aft~r consideration of the advice from th Attorney General and 
upon a finding by FERC that the participati -n would not (a) be inconsistent with 
the antitrust laws or (b) in and of itself create r trictions on aCCfta to the 
transpomtion system for not1-owner shippers Of restrictions oo capacity 
expansion. 

Alaska has much more gas than that tained in known fields. Current 
estimates provide that there is grea r than 100 tel of gas undiscovered on the 
Alaska North Slope. Currt'ntly, comp:mies are consideriny exploring for such 
g . If discoveri ar IIUide, that g will need access to the pipeline on fair and 
reasc:n1ble rms. If significant cl.iJcoverles are IIUide a.'tu the initial capacity is 
filled, the pipeline will need t.J expanded and any expaniioo request needs to 
be determined on fair and rea10nable terms. Accordingly, tht law must be dear 
that the FERC has the authority to male such detmninations 

Pmpgpl f9 
Tbc Joint Colllminu on Natural Ou ~ pc: ttully requesta CQnarw approve 
a provision for project labor apementa. 

Propo.al t 10 
The Joint Committee on atural Oas Pipelillcs re.apectfully reque.su Concrw , approve 
a preiereDc:e for qualitied Alaskan buaineaR for the constraction &lid llllintenance of a 
natursl IU pipeline. 



~.!.11 
The Joint Committee on Natural Gas Pipeline.s l't'.~tfully requests that Congress p..ss 
legislation that prohibits tax incentives for LNG !To:n sources outside of North America. 

{UJtific.aijoo for Pmpgui t 11 
'rne President and Congress have recommended a variety of incentives as part of 
a national energy policy. Alaska natural gas is in competition with LNG 
imported from foreign sources to supply gas to the lower t8 states. It is the 
policy of the United States to reduce dependence on foreign energy sources. 
Accordingly, Congress should not pass any law that gives tax incentives to 
facilities importing LNG from sources outside North America. Rather, Congress 
should enact incentives that benefit production from the frontier areas of the 
United States, including Alaska. Otherwise, United States gas in frontier areas 
may be stranded. 

Proposal , 12 
1lle Joint Committee on Natural Gas Pipelines respectfully requests that the 
Congress pass legislation providing a tax incentive that allows for an accelerated 
depreciation schedule of seven years for Alaska natural gas brourht to United 
States markets. 

Jystiftqtlgp for Pmpgyl f ll 
The President and ttw Congress has recommended a variety of incentives as part 
of a national energy policy. It is ttw policy of the United States to reduce 
dependence on foreign energy sources. Alaska has significant gas resources that 
can reduce that dependence and bring cleaner burning fuel to United States 
mukets. However, ttw construction of a pipeline to the lower 48 would cost 
billions of dollars and involve significant risk. Accordingly, Congress should 
enact tax incentives, such a accelera ~ed depreciation. inve tment tax credits, and 
downside pric tax cr dits that benefit gas production from Alaska. 

s 
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SCS FOR CS FOR HOUSE JOINT RESOLUTION NO. 44(RES) am S(reengrossed) 

P.\ TilE LEGISLATURE OF lHE STATE OF ALASKA 

TWENTY-SECOND LEGISLATURE- SECOND SESSION 

BY THE SENATE RESOURCES COMMITl'EE 

Amncled: 4/10101 
Offend: 4/41111 

SpoDoor(s): HOUSE SPECIAL COMMJTTEE ON OIL Ailo'D GAS BY REQUEST OF' THE JOINT 
COMMITTEE ON NA TUR.U. GAS PIPELINES 

A RESOLUTION 

Strongly urging tbe President of tbe United States, tbe United States Congress, and 

2 appropriate federal officials to suppon tbe construction and operation of tbe Alaska 

3 Highway Natural Gas Pipeline route. 

4 BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA: 

S WHEREAS the Alaska North Slope (ANS) has the largest known, discovered natural 

6 gas rt"sourc:es, estimated to be 35 trillion cubic feet, in the United States and estimated, 

7 undiscovered gas resources in excess of I 00 trillion cubic feet; and 

8 WHERI.AS demand for natural gas in the lower 48 states is expected tt' experience 

9 record growth, rising from approximately 22 t.;llion cubic feet a year in 2000 to 30 - 35 

10 trillion cubic feet a year in 2010, with some experts predicting demand to be as large as 50 

11 trillion cubic feet a year in 2020; and 

12 WHEREAS the lower 48 states have an inadequate resource base to meet this 

13 expected demand and experts expect that more natural gas will have to be imj-orted from 

14 Canada and from other countrie_ in the form of liquefied nat.Jral gas (LNG); and 

I 5 WHEREAS the ncar record drilling in the last two years i•n the lower 48 failed to 

HJR044G -1- SCS CSIUR 44(RES) am S(reeagroued) 
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provide any significant gas supply increase and many experts are questioning whether other 

2 United States frontier areas like the deepwater Gulf of Mexico will be able to deliver material 

3 new gas supplies and, therefore, more imports may be required than previously f1ought; and 

4 WHEREAS it is important for the United States to have a reliable and affordable 

S source of domestic natural gas for its citizens and businesses, anci for national security, 

6 especially given the recent tragic events; and 

7 WHEREAS. energy supply disruptions have significant negative effect on the United 

8 States economy, including the b sses of tens of millions of United States jobs; and 

9 WHEREAS if the United States imports significant amounts of LNG, it can be 

I 0 subjected to the market power of the exporting country through mechanisms such as 

I I embargos and price making; and 

I 2 WHEREAS ANS is one of few known locations in the United States that can supply 

I 3 significant natural gas supplies to the lower 48 for years t<l come; and 

14 WHEREAS, given these supply and demand projections, several companies and 

I:'" entities have studied. three different pipeline routes, including a "northern" route, running off 

16 the shore ofthe Arctic Natic.aal Wildlife Refuge in the Beaufort Sea to the Macke •. '~ Delta 

17 and south through Canada to the lower 48; a "southern" route along the Alaska Highway 

I 8 through c~naJa to the lower 48; and an "LNG" route adjacent to the Trans Alaska Pipeline 

19 System pipel:ne to Valdez and LNG tankers for delivery to California; and 

20 WHFREAS, in 1976, Congress passed the Alaska Natural Gas Transportation Act of 

21 1976 (Al'!UTA) authorizing the President to select a route to transport natural gas from ANS 

22 to the lower 48 and providing procedures to expedite the construction and operation of the 

23 selecttd route; and 

::!4 WHEREAS, in 1977, following lengthy public hearings and negotiations with 

25 Canada, the President issued a decision ("President's Decision") choosing the southern route 

26 and selecting the predecessor of a consortium of pipeline companies headed by Foothills Pipe 

27 Lines, Ltd. ("r'ipeline Companies") to construct and operate the Alaska segment of the 

28 project; and 

29 WHEREAS the Alaska Gas Producers Pipeline Team (''Producers") has proposed 

30 new federal enabling legislation that is currently being debated in the United States Senate; 

31 and 

SCS CSHJR 44(RES) •m Slrenaroaed) -l- HJR044G 
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I WHEREAS the Majority Leader of the United States Senate has introduced the 

2 Energy Policy Act of 2002, w'tich contains the Alaska Natural Gas Pipeline Act of 2002 

3 ("Pipeline Act"); and 

4 WHEREAS the Pipeline Act is not opposed by the Pipeline Companies, and they 

S desire certain amendments to the ANGTA to modernize it; and 

6 WHEREAS ANGTA granted the State of Alaska "authoriz[ation] to ship its royalty 

7 gas on the approved transportation system for use within Alaska and ... to withdraw such gas 

8 from the interstate market fo1 • .se within Alaska," which rights will be impaired if a northern 

9 route is followed; and 

I 0 VI HE.REAS President Carter's decision in support of the southern route explicitly 

II recognized that it could "supply the energy base required for long-term economic 

12 development" within Alaska and it could supply natural gas to communities within Alaska 

13 along the route as well as other Alaska communities through local dist. ;bution lines, and these 

14 potential benefits will be lost if a northern route is followed; and 

IS WHEREAS the United States Senate has concurred with the United States House of 

16 Representatives to oppose the northern route and has expre~sed its support for the southern 

17 route; and 

18 WHEREAS the southern route presents the United States with petrochemical 

19 extraction opportunities in the United States while the northern route does not; and 

20 WHEREAS a northern route pipeline could not easily be expanded to increase the 

21 volume of gas when needed; and 

22 WHEREAS the southern route provides petrochemical extraction opportunities in the 

23 United States and other marketing opportunities for ANS gas, including gas to liquids (GTL) 

24 and LNG, to the West Coast or Asia; and 

25 WHEREAS it is widely recognized that maximum benefit to Alaskans from the 

26 commercialization of ANS natural gas lies in market exposure for that gas, opportunities for 

27 in-state use of the natural gas, and for participation by Alaskans in construction, maintenance, 

28 and operation of the gas pipeline transportation project, and the recovery of revenue by the 

29 state from the development, transport, and sale of ANS ges reserves; and 

30 WHEREAS the Alaska State Legislature has expressed a preference for the expedited 

31 construction and operation uf a natural gas pipeline along a southern route and has authorized 

RJR044G -3- SCS CSRJR 44(RES) •m S(run~:rossed) 
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I funds to conduct various studies regarding a narural gas pipeline, including the study of in-

2 state narural gas demand, natural gas supply, a natural gas fiscal system, and the effect of 

3 natural gas sales on tne Prudhoe Bay reservoir; and 

4 WHEREAS the Twenty-Second Alaska State Legislature established the Joint 

5 Committee on Natural Gas Pipelines ("Joint Committee") to take whatever action may be 

6 appropriate to ensure that the best interests of the state are protected; and 

7 WHEREAS it is vital for the continued exploration and development of narural gas 

8 resources on the ANS that oil and gas rompanies that do not ha\ • ' O ownership interest in the 

9 pipeline ("Explorers") have acc: ss to it on fair and reasonable terms and have the ability to 

10 seek expansion of the pipeline when economically and technically feasible; and the Joint 

II Committee adopted recommendations supporting enactment of these provisions in federal 

12 law;and 

13 WHEREAS it is vital for the economic .:. · c•~.,ment of Alaska that Ala~'<ans and 

14 Alaska businesses have access to gas from the pipc:ine 0 1 • • fair and reasonable basis, and that 

15 the Regulatory Commission of Alaska participat~ w tl !he federal Energy Regulatory 

16 Commission to develop methods to provide for such access; and the Joint Committee adopted 

17 recommendations supporting enactment of these provisions in federal law; and 

18 WHEREAS the Joint Committee has issued various recommendations requesting that 

19 Congress reaffirm the validity of ANGT A and modernize it; and 

20 WHEREAS natural gas prices in the lower 48 states periodically fluctuate below 

21 those required to adequately cover investment; and 

22 WHEREAS governmental involvement, including tax incentives, is essential and 

23 quite common on major projects to enable private enterprises to undertake the risks; 

24 BE IT RESOLVED that the Alaska State Legislature strongly urges the President of 

25 the United States, the U'lited States Congress, and appropriate federal officials to actively 

26 support the expeditious construction and operation of a natural gas pipeline through Alaska 

27 along a southern route; and be it 

28 FURTHER RESOLVED that the Alaska State Legislature strongly urges passage 

29 during th~. first half of 2002 of the Alaska Gas Producers Pip!:line Team's federal enabling 

30 legislation, so long as it contains a provision similar to that in H.R. 4 banning the over-the-top 

31 route and the following amendments: 

SCS CSHJR 44(RES) am S(reeagroned) -4- HJR044G 
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(I) provisions for Alaskans and Alaska businesses that ensure they have 

2 access to the pipeline for in-state consumption and value-added manufacture on a fair and 

3 reasonable basis and that the Regulatory Commission of Alaska is part of the process in 

4 determining that access; 

5 (2) provisions for access to the pipeline by Explorers on a fair and reasonable 

6 b~ .is, including a proper open season with fair and reasonable tariffs, and that provide that 

7 they and the State have the ability to obtain expansion of the pipeline if economically and 

8 technologically feasible; 

9 (3) provisions for the reaffirmation of the validity of the Alaska Natural Gas 

10 Transportation Act of 1976 and the modernization of that Act as necessary; 

II (4) provisions for federal financial incentives, including accelerated 

12 depreciation and an income tax credit that is designed to provide mitigatim, of long-term 

13 natural gas price risks and the risks associated with funding the large capttal costs of the 

14 project; the amount of any tax credit should be limited in operation to periods when naturnl 

15 gas prices are extremely low and recovered when natural gas prices are high; and 

16 (5) specific pro\ 1sions declaring that the content of amendments (1) - (4) is 

17 not intended to exclude supply of Alaska North Slope natural gas to markets in the form of 

18 LNG or GTL. 

19 COPIES of th is resolution shall be sent to the Honorable George W. Bush, President 

20 of the United States; the Honorable Richard B. Cheney, Vice-PresiJent of the United States 

21 and President of the U.S. Senate; the Honorable J. Dennis Hastert, Speaker of the U.S. House 

22 of Representatives; the Honorable Tom Daschle. Majority Leader of the U.S. Senate; the 

23 Honorable Trent Lon, Minority Leader c i the U.S. Senate; the Honorable Colin Powell, 

24 United States Secretary of State; the Honorable Gale Norton, United States Secretary of the 

25 Interior; the Honorable Don Evans, United States Secretary of Commerce; the Honorable 

26 Spencer Abraham. United States Secretary of Energy; and to the Honorable Ted Stevens and 

27 the Honorable T rJ 'lk Murkowski , U.S. Senators, and the Honorable Don Young, U.S. 

28 Representative, members of the Alaska delegation in Congress. 

HJR044G -5- SCS CSHJR 44(RES) •m S(reeacrossed) 
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PIPELINE ACT OF 2002 AND 

CREDIT FOR PRODUCTION 

OF ALASKA NATURAL GAS 

IN SENATE BILL 
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1 TITLE VII-NATURAL GAS 
2 PIPELINES 
3 Subtitle A-Alaska Natural Gas 
4 Pipeline 
5 SEC. 701. SHORT TITLE. 

6 This subtitle may be cited as the "Alaska Natural Gas 

7 Pipeline Act of 2002". 

8 SEC. 702. FINDINGS. 

9 The Congress finds that: 

10 (1) Construction of a natural gas pipeline sys-

11 tem from the Alaskan North Slope to United States 

12 markets is in the national interest and wiU enhance 

13 national ~ergy security by providing access to the 

14 significant gas reserves 1:n Alaska needed to meet the 

15 anticipated demand for natural gas. 

16 (2) The Commission issued a CO?Jditional certifi-

17 cate of public convenience and necessity for the Alas-

18 ka Natural Gas Transportation System, which re-

19 mains in effect. 

20 SEC. 70S. PURPOSES. 

21 The p·urposes of this subtitle are-

22 (1) to prot•ide a. statutorzJ framework for the ex-

23 pedited approval, construction, and initial operation 

24 of an Alaska natural gas tran;portation project, as 

25 an alternative to the framework prottided in thR Alas-

HR 4 EAS 



164 

1 ka Natural Gas Transportation Act of 1976 (15 

2 U.S.C. 719-719o), which remains in effect; 

3 (2) to establish a process for providing access to 

4 such transportation project in order to promote com-

5 petition in the exploration, development and produc-

6 tion of Alaska natural gas; 

7 (3) to clarify Federal authorities under the Alas-

8 ka Natural Gas Transportation Act; and 

9 ( 4) to authorize Federal financial assistance to 

10 an Alaska natural gas transportation project as pro-

11 vided in this subtitle. 

12 SEC. 704. ISSUANCE OF CERTIFICATE OF PUBLIC CONl'""EN-

13 IENCE AND NECESSITY. 

14 (a) AUTHOR/11' OF THE COMMISSION.-Notwith-

15 stand·ing the provisions of the Alaska Nat-ural Gas Trans-

16 portation Act of 1976 (15 U.S.C. 719-719o), the Commis-

17 sion may, pursuant to section 7{c) of the Natural Gas Act 

18 (15 U.S.C. 717f{c)), consider and act on an application for 

19 the issuance of a certificate of public convenience and neces-

20 sity authorizing the construction and operation of an Alas-

21 ka natural gas transportation project c:iter than the Alaska 

22 Natural Gas Transportation System. 

23 (b) ISSUANCE OF CERTIFICATE.-(1) The Commission 

24 shall issue a certificate of public convenience and necessity 

25 authorizing the construction and operation of an Alaska 

HR 4 EAS 
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natural gas transportation project under this section if the 

2 applicant has satisfied the requirements of section 7{e) of 

3 the Natural Gas Act (15 U.S. C. 717f,e)). 

4 (2) In considering an application under this section, 

5 the Commission shall presume that-

6 (A) a puhlic need exists to construct a·nd operate 

7 the proposed Alaska natural gas transportation 

8 project; and 

9 (B) sufficient doumstream c.apacity wiU exist to 

10 transport the Alaska natural gas moving through such 

11 project to markets in the contiguous United States. 

12 (c) EXPEDITED APPROVAL PROCESS.-The Commis-

13 sian shall i~~-ue a final order granting or denying any ap-

14 plication for a cert·ificate of public convenience and neces-

15 sity under section 7(c) of the Natural Gas Act (15 U.S. C. 

16 717f(c)) and this section not more than 60 days after the 

17 issuance of the final environmental impact statement for 

18 that project pursuant to section 705. 

19 (d) PROHIBITION ON CERTAiN PIPELINE ROUTE.-No 

20 license, permit, lease, right-ofway, authorizction or other 

21 approval required under Federal law for the construction 

22 of any pipeline to transport natural gas from land.; within 

23 the PrudJwe Bay oil and gas lease area may be granted 

24 for any pipeline that foUcws a route that traverses-

HR 4 EAS 
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(1) the S'llbmerged lands (as deft:ned by the S'llb-

2 merged Lands Act) beneath, or the adjacent shoreline 

3 of, the Beaufort Sea; and 

4 (2) enters Canada at any point north of 68 de-

5 grees North latitude. 

6 (e) OPEN SEASON.-E:roept where an expansion is or-

1 dered pursuant to section 706, initial or expansion capacity 

8 on any Alaska natural gas transportation project shaU be 

9 allocated in accorda:nu. with procedures to be established 

10 by the Commission in regulations governing the conduct of 

11 open seasons for such project. Such procedures shaU include 

12 the criteria for and timing of any open seasons, be con-

13 sistent with the purposes set forth in section 703(2) and, 

14 for any open season for capacity beyond the initial capac-

15 ity, provide the opportunity for the transportation of nat-

16 ural gas other than from the Prudhoe Bay and Point 

17 Thompson units. The Commission shaU issue such regula-

18 tions no later than 120 days after the enactment of this 

19 subtitle. 

20 (j) PROJECTS IN THE CONTIGUOUS Ul.JTED STATES.-

21 Applications for additional or expanded pipeline facilities 

22 that .may be required to transport Alaska natural gas from 

23 Canada to markets in the contiguous United States may 

24 be made pursuant to the Natural Gas Act. To the extent 

25 such pipeline facilities include the expansion of any facility 
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1 constructed pursuant to the Alaska Natural Gas Transpor-

2 tation Act of 1976, the protJisio7ls of that Act sJw.U C01ltinue 

3 to apply. 

4 (g) STUDY OF IN-STATE NEEDS.-'J'M holder of tlte 

5 certificate of public C01ltle11ie1lce afld -necessity issued, modi-

6 fied, or amended by the Commissi011 for an Alaska natural 

7 gas transportatio1l project shaU dem011Strate that it has con ­

S ducted a study of Alaska in-State needs, i11Cluding tie-in 

9 points alrmg the Alaska natural gas transportation project 

10 for in-State access. 

11 (h) ALASKA ROHLTY GAS.-The Commission, ttpon 

12 the request of the State of Alaska and after a hearing. may 

13 provide for reasonable access to the Alaska. natural gas 

14 transportation project for the State of Alaska or its designee 

15 for the transportation of the State's royalty gas for local 

16 consumption needs within the State: Prouided, That the 

17 rates of existing shippers of subscribed capacity on such 

18 project shaU not be increased as a result of such access. 

19 (i) REGULATIONS.-'J'M Commission may issue regu-

20 latiO'TIS to carry out the protlisitms of this section. 

21 SEC. 705. ENVIRONMENTAL REVIEWS. 

22 (a) COMPLL4NCE WITH NEPA-'l'M issuance of a cer-

23 tificate of public convenie1lce and -necessity authorizing the 

24 construction and operation of any Alaska natural gas 

25 transportation project under section 704 shaU be treated as 
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1 a major Federal action sign~ficantly affecting the quality 

2 of the human erwironment within the meaning of section 

3 102(2)(C) of the Natiunal Environmental Policy Act of 

4 1969 (42 U.S.C. 4332(2)(C)). 

5 (b) DESIGNATION OF LEA.D AGENCY.-The Commis-

6 sian shall be the lead agency for purposes of complying with 

7 the Natiunal Environm.efltal Policy Act of 1969, and sho.ll 

8 be responsib;£ for preparing the statement required by sec-

9 tim; 102(2)(c) of tho.t Act (42 U.S. C. 4332(2)(c)) with re-

I 0 spect to an Alaska natural gas transportation project under 

II section 704. The Commission slulU prepare a single environ­

I2 mental statemer.t under this section, which sho.U C011Solidate 

I3 the environmental reviews of all Federal agencies consid-

14 ering an!· r:spect of the project. 

15 (c) OTHER AGENCIES.-AU "Pederal agencies consid-

16 ering aspects of the C011Struction and operation of an Alaslca 

17 natural gas transportation project under section 704 shaU 

18 cooperate with the Commission, and sho.U r(fmply with 

19 deadlines establ·ished b-y the Commissior, in the preparation 

20 of the statement under this section. The statement prepared 

21 under this section slulU bt- .J.Sed b-y aU stteh agencies to sat-

22 isJy their responsibilities under section 102(2)(C) of the Na-

23 tional Environmet.tal Policy Act of 1969 (42 U.S.C. 

24 4332(2)(C)) with respect to suck project. 
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1 (d) EXPEDITED PROCESS.-The Commission shall 

2 issue a draft statement under this section not later than 

3 12 months after the Commission determines the applicntion 

4 to be complete and shall issue the final statement not later 

5 than 6 months after the Commission issues the draft state-

6 ment, ·unless the Commission for good cause finds that addi-

7 tional time is needed. 

8 SEC. 706. PIPEUNE EXPANSION. 

9 (a) AUTHORITY.-With respect to any Alaska natural 

10 gas transportation project, upon the request of one or more 

11 persons and after git·ing notice and an opportunity for a 

12 hearing, the Commission may order the expansion of such 

13 project if it determines that such expansion is rf!(}Uired by 

14 the pre,ent and .future public convenience and necessity. 

15 (b) REQFIRE!IfENTS.-Before ordering an expansion 

16 the Commission shallr-

17 (1) approve or establish rates for the expansion 

18 service that are designed to ensure the recovery, on an 

19 incrementai, or rolled-in basis, of the cost associated 

20 with the expansion (including a reasonable rate of re-

21 turn on investment); 

22 (2) ensure that the rates as established do not re-

23 quire existing shippers on the Alaska natural gas 

24 transportation project to subsidize expansion ship-

25 pers; 
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1 (3) find that the proposed shipper wiU comply 

2 with, and the proposed expansion and the expansion 

3 of service wiU be undertaken and implemented based 

4 on, terms and conditions ctm3istent with the #1. :-n-ef-

5 fective tariff of the Alaska natural gas transportation 

6 project; 

7 ( 4) find that the proposed facilities wiU not ad-

8 versely affect the financial or economic viability of the 

9 Alaska nctural gas transportation project; 

10 (5) find thu.t the proposed facilities wiU nat ad-

11 versely affect the overaU operations of the ~ilaska nat-

12 ural gas transportation project; 

13 (6) find that the proposed facilities wiU not di-

14 minish the ctmtract rights of existing shippers to pre-

15 viously sub~cribed certificated capacity; 

16 (7) ensure that aU necessary environmental re-

17 views have been completed; and 

18 (B) find that adequate downstream facilities exist 

19 or are expected to exist to deliver incremental Alaska 

20 natural gas to market. 

21 (c) REQUIREMENT FOR A FIRM TRANSPORTATION 

22 AGREEMENT.-Any order of the Commission issued pursu-

23 ant to this section shaU be nuU and void unless the person 

24 or persons requesting the order executes a firrr. transpor-

25 taticm agreement with the Alaska natural gas transpor-
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1 tation project within a reasonable period of time a.s speci-

2 jW. in such order. 

3 (d) LIMITATION.-Nothing in this section shaU be con-

4 strued to expand or otherwise affect any authorities of the 

5 Commission with respect to any natural ga.s pipeline lo-

6 cated outside the State of Alaska. 

7 (e) REGULATIONS.-The Commission may issue regu-

8 lations to carry out the provisions of this section. 

9 SEC. 707. FEDERAL COORDINATOR. 

10 (a) EBTABLISHMENT.-There is established as an inde-

11 pendent establishment in the executive branch, the Office 

12 of the Federal Coordinator for Alm;ka Natural Ga.s Tra?ls-

13 portation Projects. 

14 (b) THE FEDER.4L COORDINATOR.- The Office shall be 

15 headed by a Federal Coordinato:· for Ala.sl:a Natural Ga.s 

16 Transportation Projects, tdw shall-

17 (1) be appointed by the President, by and with 

18 the advice of the Senate, 

19 (2) hold office at the pleasure of the President, 

20 and 

21 (3) be compensated at the rate prescribed for 

22 level III of the Executive Schedule (5 U.S. C. 5314). 

23 (c) DUTIES.-The Federal Coordinator shall be respon-

24 StOle for-



172 

1 (1) coordinating the expeditious discharge of all 

2 activities by Federal age11eies with respect to an Alas-

3 ka natural gas t·ransportation project; and 

4 (2) ensuring the complian ,;e of Federal agefiCies 

5 with the provisions of this subtitle. 

6 (d) REVIEWS AND ACTIONS OF 0TllE'R FEDERAL 

7 A(JENCIES.-(1) AU reviews conducted and actions taken by 

8 any Federal officer or agenc1J relating to an Alaska natural 

9 gas transportation project mLthorized under this section 

10 sho.ll be expedited, in a manne1· consistent with completion 

11 of the necessary reviews and approvals by the deadlines set 

12 forth in this subtitle. 

13 (2) No Federal ojf1Cer or agency shaU have the author-

14 ity to include terms and conditions that a.re permitted, IJ".Lt 

15 not required, by law on any certifo'AJ.te, right-of-way, per-

16 mit, lease or other authorizat·•(J!i issued to an Alaska nat-

17 ural gas transportation project if t te Federal Coordinator 

18 determines that the terms and conditions would prevent or 

19 impair in any significant respect the expeditious construc-

20 tion and operation of the project. 

21 (3) Unless required by law, no Federal office'r or agen-

22 cy shall add to, amend, or abrogate any certificate, right-

23 of-way, permit, lease or other authorization issued to an 

24 Alaska natural gas transportation project if the Federal Co-

25 ordinator determines that such action would pm>ent or im-

BB 4 &AS 



173 

1 pair in any significant respect t"M expeditious construction 

2 ·and operation of the project. 

3 (e) STATE COORDIN.ATION.-The Federal Coordinator 

4 shall enter into a Joint Suroeillance and Monitoring Agree­

S ment, approved by t"M President and t"M Governor of Alas-

6 ka, with the State of Alaska similar to that in effect during 

7 con.~tr.u:tion of the Trans-Alaska Oil Pipeline to monitor 

8 t"M constructior, of the Alaska natural gas transportation 

9 project. The Federal Governmet.t shall have primary sur-

10 veillance and monitoring responst"bility w"Mre the Alaska 

11 natural gas transportation project crosses .F'ederal lands 

12 and private lands, and the State government shall have pri-

13 mary surveillance and monitoring responsibility where the 

14 Alaska natural gas transportation project crosses State 

15 lands. 

16 SEC. 708 . .JUDICIAL REVIEW. 

17 (a) EXCLUSIVE J URISDIC7'/0N. -The United States 

18 Court of Appeals for t"M District of ColuTY~bia Circuit shaU 

19 have exclusive jurisdiction. to determine-

20 (1) t"M validity of any final order or action (in-

21 duding a failure to act) of any Federal agency or oj-

22 ficer under this subtitle; 

23 (2) the constitutionality of any provisi011 of this 

24 subtitle, or any decision. made or action taken t"Mre-

25 under, or 
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(3} the adequacy of any environmental impact 

2 statement prepared under the National Environ-

3 mental Policy Act of 1969 with respect to any action 

4 under this subtitle. 

5 (t) DEADLINE FOR FILING CLAIM.-Claims arising 

6 under this subtitle may be brought not later than 60 days 

7 after the date of the decision or action giving rise to th.e 

8 claim. 

9 (c) EXPEDITED CONSIDERATION.-The United States 

10 Court of Appeals for the District of Columbia Circuit shall 

11 set any action brought under subsection (a) of this section . 

12 for expedited consideration. tal.:'ing into account the na-

13 tional interest as described in section 702 of this subtitle. 

14 (d) AMENDMENT TO ANGTA.-Section 10(c) of th.e 

15 Alaska Gas Transportation Act of 1976 (15 U.S.C. 719h) 

16 is amended by adding the following 'I'Jaragraph: 

17 "(2) EXPEDITED CONSIDF.RATION.-The United 

18 States Court of Appeals for the District of Columbia 

19 Circuit shall set any action brought under subsection 

20 (a) of this section for expedited consideration, taking 

21 into account the national ·interest describe-d in section 

22 2 of this Act.". 
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SBC. 709. STATB JURISDICTION OVBR IN-STATB DEUVERY 

2 OF NATURAL GAS. 

3 (a) LOCAL DISTRIBUTION.-Any facility receiving 

4 natural gas from the Alaska natural gas transportation 

5 project for delivery to consumers within the State of Alaska 

6 shall be deemed to be a local distribution facility within 

7 the meaning of section 1(b) of the Natural Gas Act (15 

8 U.S.C. 717), and therefore not subject to the jurisdiction 

9 of the Federal Energy Re[!Ulatory Commission. 

10 (b) ADDITIONAL PIPELINES.-Nothing in this subtitle, 

11 except as provided in subsection 704(d), shaU preclude or 

12 affect a future gas pipeline that may be constructed to de-

13 liver natural gas to Fairba.nks, Anchorage, MatanU$k{l.-

14 SU$itna VaUey, or the Kenai peninsula or Valdez or any 

15 other site in the State of Alaska for consumption within 

16 or distribution outside the State of Alaska. 

17 (c) RATA' COORDINATJON.-Pursuant to the Natt~ral 

18 Gas Act, the Commission shaU establish rates for the tmns-

19 portation of natural gas on the Alaska natural gas trans-

20 portation project. In exercising such authority, the Commis-

21 sian, pursuant to Section 17(b) of the Natural Gas Act (15 

2~ U.S. C. 717p), shall confer with the State of Alaska regard-

23 ing rates (inr;luding rate settlements) applicable to natural 

24 gas transported on and delivered from the Alaska natural 

25 gas transportation project for U$e within the State of Alas-

26 ka. 
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SEC. 710. LOAN GUARANTEE. 

2 (a) ATJTHORITY.-The Secretary of Energy may guar-

3 antee not more than 80 percent of the principal of any loan 

4 made to the holder of a certificate of public wnvcn.ience and 

5 necessity issued under section 704(b) of this Act or section 

6 9 of the Alaska Natural Gas Transportation Act of 1976 

7 (15 U.S. C. 719g) for the purpose of constructing an Alaska 

8 natural gas transportation project. 

9 (b) CONDITIONS.-(1) The Secretary of Energy may 

10 not guarantee a loan under this section unless the guarantee 

11 has filed an application for a certificate of public conven-

12 ience and necessity under section 704(b) of this Act or for 

13 an amended certificate under section 9 of the Alaska Nat-

14 ural Gas Transportation Act of1976 (15 U.S.C. 719g) with 

15 the Commission not later than 18 months after the date of 

16 enactment of this subtitle. 

17 (2) A loan quaranteed under this section shaU be made 

18 by a financial insUution subject to the examination of the 

19 Secretary. 

20 (3) Loan requirements, including term, maximum size, 

21 collateral requirements and other features shaU be deter-

22 mined by the Secretary. 

23 (c) LIMITATION ON AMOUNT.-Commitments to guar-

24 antee loans may be made by the Secretary of Energy only 

25 to the extent that the total loan principa~ any part of which 

26 is guaranteed, wiU not exceed $10,000,000,000. 
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1 (d) REGULATIONS.-The Secretary of Energy may 

2 issue regulations to carry out the provisifms of this section. 

3 (e) AUTHORIZATION OF APPROPRIATIONS.-There are 

4 a1tthorized to be appropriated to the Secretary suck sums 

5 as may be necessary to COlle!" the cost of loan guarantees, 

6 as ckfined by section 502(5) of the Federcl Credit Reform 

1 Act of 1990 (2 u.s. c. 661a(5j). 

8 SEC. 711. STUDY OF ALTERNATIVE MEANS OF CONSTRUe. 

9 TION. 

10 (a) REQUIREMENT OF STUDY.-lf no applic:ation for 

11 f. he i~suance of a certificate or amended certijica.te of public 

12 convtmience and necessity authorizing the construction and 

13 opera~um of an Alaska natural gas transportation praject 

14 has been filed with the Commission within 18 months after 

15 the date of enactment of this title, the Secretary of Energy 

16 shaU conduct a study of alternative approaches to the con· 

17 structian and operation of the project. 

18 (b) SCOPE OF STUDY.-The study shall consider the 

19 feasibility of establishing a Government corporation to con· 

20 struct an Alaska natural gas transportation project, and 

21 alternative means of providing Federal financing and own· 

22 ership (including alternative combinations of Gover11ment 

23 and private corporate ouwnership) of the project. 

24 (c) CONSULTATION.-ln conducting the study, the Sec· 

25 retary of Energy shall consult u:ith the Secretary of the 
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1 Treasury and the Secretary of the Army (acting through 

2 the Commanding Geneml of the Corps of Engineers). 

3 (d) REPORT.-lf the Secretary of Energy is required 

4 to conduct a study under subsection (a), he shall submit 

5 a report containing the results of the study, his rec-

6 ommendations, and any proposflls for legislation to imple-

7 ment his recommendations to the Congress within 6 months 

8 after the expiration of the Secretary of Energy's authority 

9 to guarantee a loan under section 71 0. 

10 SEC. 712. CLARIFICATION OF ANGTA STATUS AND AUTHORI· 

11 TIES. 

12 (a) SAVINGS CLAUSE.-Nothing in this subtitle affects 

13 any decision, certifiCate, permit, ·right-of-way, lease, o·r 

14 other authorization issued under section 9 of the Alaska 

15 Natural Gas Transportation Act of 1976 (15 U.S.C. 719g) 

16 or ar.y Presidential findings or waivers issued in accord-

11 ance with that Act. 

18 (b) CLARIFICATION OF AUTHORITY TO AMEND TERMS 

19 AND CONDITIONS TO MEET CURRENT PROJECT REQUIRE· 

20 MENTS.-Any Federal officer or agency responsible for 

21 granting or issuing any certlf.cate, permit, right-of-way, 

22 lease, or other authorization under section 9 of the Alaska 

23 Natural Gas Transportation Act of 1976 (15 U.S.C. 719g) 

24 may add to, amend, or abrogate any term or condition in-

25 eluded in such certificate, permit, right-of way, lease, or 
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1 other authorization to meet cvmmt project requirements 

2 (if&Cluding the physical design, facilities, and tariff speci-

3 fications), :o long as such action does not compel a change 

4 in the basic nature and general route of the Alaska Natural 

5 Gas Transportation System as designated and described in 

6 section 2 of the President's Decision, or would othen.vise 

7 prevent or impair in any signific'.ant 1 espect the expeditious 

8 construction and initial operation of such transportation 

9 system. 

10 (c) UPDATED ENVIRONMENTAL REVIEWS.-The Sec­

ll retary of Energy shaU requ.ire the sponsor of the A.lask.a 

12 Natural Gas Transportation System to submit such up-

13 dated environmental data, reports, permits, and impact 

14 an.alyses as the Secretary determines are necessary to de-

15 velop detailed terms, conditions, and complia.nce plans re-

16 quired by section 5 of the President's Decision. 

17 SEC. 7ZS. DEFINITIONS. 

!8 For purposes of this subtitle: 

19 (1) The term "Alaska natural gas" means nat-

20 ural gas derived from the area of the State of Alaska 

21 lying north of 64 degrees North latitude. 

22 (2) The term "Alaska natural gas transportation 

23 project" means any natural gas pipeline system that 

24 carries Alaska natural gas to the border between Alas-

25 ka and Canada (if&Cluding n;lated facilities subject to 
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1 the jurisdiction of the Commission) that is authorized 

2 under either-

3 (A) the Alaska Natural Gas Transportation 

4 Act of 1976 (15 U. S.C. 719-719o}; or 

5 (B) section 704 of this subtitle. 

6 (3) The term "Alaska Natural Gas Transpor-

7 tation System" means the Alaska Mtural gas trans-

8 portat·ion project authorized under the Alaska Natural 

9 Gas Transportat-ion Act of 1976 and desigMted and 

10 described in section 2 of the President's Decision. 

11 ( 4) The term "Commission" means the Fed£ral 

12 Energy Regulatory Commission. 

13 (5) 'l'lu- term "President's Decision" means the 

14 Decision and Report to Congress on the Alaska Nat-

15 ural Gas Transportation system issued by the Presi-

16 dent on September 22, 1977 pursuant to section 7 of 

17 the Alaska Natural Gas Transportation Act of 1976 

18 (15 U.S.C. 719c} and approved by Public Law 95-

19 158. 

20 SEC. 714. SENSE OF THE SENATE. 

21 It is the sense of the Senate that an Alaska Mtural 

22 gas transportation project wiU provide significant economic 

23 benefits to the United States and CaMda. In order to maxi-

24 mize those benefits, the SeMte urges the sponsors of the 

25 pipeline project to make every effort to use steel that is man-
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1 uj'actvred or product!d in Norllr. America and to negotiate 

2 a project labor agreement to expedite construction of the 

3 pipeline. 

4 SEC. 716. ALASKAN PIPELINE CONSTRUCTION TRAINING 

5 PROGRAM. 

6 (a) Within six months after enactment of this Act, the 

7 Secretary of Labor (in this section referred to as the "See­

S retary/ ') shaU submit a report to the Committee on Energy 

9 and Natural Resources of the United States Senate and the 

10 Committee on Resources of the United States House of Rep­

ll rcsentatives setting forth a program to train Alaska resi-

12 dents in the skiUs and crafts required in the design, con-

13 struction, a11d operation of an Alaska gas pipeline system 

14 and that wiU enhance employment and contracting oppor-

15 tunities for Alaskan residents. The report shaU also describe 

16 any laws, rules, regulations and policies which act as a de-

11 terrent to hiring Alaskan residents or contracting with 

18 Alaskan residents to perform work on Alaska gas pipelines, 

19 together with any recommendations for change. For pur-

20 poses of this subsection, Alaskan residents sha.U be defined 

21 as those individuals eligible to vote within the State of Alas-

22 ka on the date of enactment of this Act. 

23 (b) Within 1 year of the date the report is transmitted 

24 to Congress, the Secretary shaU establish within the State 

25 of Alaska, at suck locations as are appropriate, one or more 
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1 training centers for the e.:z:pnw purpose of training Alaskan 

2 residents in 1M skills and craJts ~ary in the design, 

3 constnlCtion and operation of gas pipelines in Alaska. Each 

4 such training center shall also train Alaskan residents in 

5 the skills required to write, offer, and tr.onitor contracts in 

6 support of the design, construction, and operation of Alaska 

7 gas pipelines. 

8 (c) 11~ implementing the report and program described 

9 in this subsection, lhe Secretary shall consult with the Alas-

10 kan Governor. 

11 (d) There are authorized to be appropriated to the Sec-

12 retary such sums as may be necessary, but 110t to exceed 

13 $20, 000, 000 for the purposes of this subsectio·n. 

14 Subtitle B-Operating Pipelines 
15 SEC. 721. ENVIRONMENTAL REVII:.'W AND PERMITI'ING OF 

16 NATURAL GAS PIPELINE PROJECTS. 

17 (a) INTERAGENCY REVIE\1~-The Chairman of the 

18 Cou11Cil 011 Envir011mcntal Quality, in coordination with 

19 the Federal Energy Regulatory Commissi011, shall establish 

20 an interagency task force to de:ueWp an interagency memo-

21 randum of understanding to expedite the envir011mental re-

22 view and permitting of natural gas pipeline projects. 

23 (b) MEMBER.SHIP OF INTERAGENCY TASK FORCE.-

24 The task force shall consist of-
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22 SEC. 2503. CREDIT FOR PRODUCTION OF ALASKA NATURAL 

23 GAS. 

24 (rt) IN GENER 4.1...-Subpart D of part IV of !J'ubchapter 

25 A of clwpter 1 (relating to 1rusine.'iS rPlated credits), as 
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amended by this Act, is rzmendR,d by adding at the tmd the 

2 foUowing new .~et:tion: 

3 "SEC. 46M. ALASKA NATURAL GAS. 

4 "(a) IN GENERAL.-For purpo.~es of section 38, the 

5 Alaska natural gas credit of any taxpayer for any taxable 

6 year is the credit amount per 1,000,000 B tu o.f Alaska nat-

7 u.ml gas entering any intake or tie-in. point whir.h. was de-

8 rived from an area o.f the Btate of Ala.~ka l.ying north. of 

9 6'4 degrees North latitude, whidr is rittrilJutahle to the tax-

1 0 prLyer and sold by or on lw.half of the taxpayer to an u.nre-

11 liLtF.d person du.ring .11u:h ta:rnble year (within the mmning 

12 o.fsedion 4.5). 

13 "(b) CltEDIT AMOllNT.-F'or purpo.w~~ qfth.;s sF.dion-

14 "(1) I N GE/';ERAL.-The r:redit nmount per 

15 1,000,000 Btu qf' Ala.slr~L nntuml fJas entering rmy in-

16 take or tie-in point whu:h UJILS deri11erl from an aTP.a 

17 o.f the State of AliLskJL lyinq north of 6'4 dF.fJTFR.S North 

18 liLtitwle (rkterminrAl ·irr U11·iteil States doUars), is the 

19 F.:a:ess of-

20 "(A) $3.2:'5, o11er 

21 "(B) the rwera.ge monthly pri<:e rJ.t the 

22 AECO C Hul1 in AU1erlrt, Uanada, for Alaska 

23 natural ga.s for th~. month in which oc~urs the 

24 dcJ.te of such enterir.g. 
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"(2) INFLATION ADJCTRTMENT.-In the rn.se of 

2 any taxable year begin11ing in n. (;alenda,r yp,ar after 

3 th.e ji1'11t r,alendar YP.llr ending a,fter th.e date described 

4 in subse.ction (g)(1), th.e doUar amount r,ontained in 

5 parogmph (1)(A) shall be i11(!1'1'.(J..~P.d to an amount 

6 equal to ,,'1U'.h. doUar amOt/.nt multipliP.d IJy the infla-

1 tion ru{justment jiu:tar for sudr. r.fzlend.a.r yp,ar (deter-

S m.inPA unde-r se.ctimr. 4.'1(/J)('/)(B) by substituting 'the 

9 (;(Llend.ar y(!(Lf' ending IJeftJre the d11te de.w:·rilw.d in SP.<!-

10 tian 4:iM(.q)(1)'.far '1.990'). 

11 "(c) ALAN/LA NA.TlTRAL (JA."'..-Fa·r purpasP.s of this sec-

12 t·i1m, th.e term 'Alaslw. natu.ml flll-~ ' me.a.m natu.nd {}fL~ ente·r-

13 inf) any intak.P. or tiP-in point which Ulll.~ riR.ri1w.d .from a.n 

14 ana of the St11te of rlh~ktL lying no-rth of 6'4 rJ.erJrees North 

15 latitu.i/.1-: p·rodut"R.d 1:n mmplinnce with the 1Lpplimlile State 

16 and Ff.derld poUution pm~ention, u Jltral, and permit re-

11 quiremf. nts from the area ,qtmera.l/.y k:noum. ILS thf. North 

18 Slope of Alaska (ind.ud.inf) the con-tinentrd shelf thereof 

19 Ul'ith.in the mP.a.ni11g l!f' se.ctimr. (i.'iB(l)), detf.rminP.d without 

20 regard to thf. ltreu of the Ala.sk.a. Nationrd Wildl~fe Refu.ge 

21 (including the mntinmtal shelf th.et"f'.fJf within the mean·ing 

22 of section fi.~B(l)) . 

23 "(d) REGAPTURE.-

24 "(1) IN GENERAL.-With ro.pect to p,ach. 

25 1,000,000 Btu. ofAlaska natural _qas entering any in-

RR 4 EAS 



958 

take or tie-in point whir.Jr. was tlerivP.d from an area 

· 2 of the State of Alaska lyin.g north of 64 degrPR,s North 

3 latitude after the date whir.Jr, is 3 years after the date 

4 de.~cribed in subsection (.q)(1), ~f the average monthly 

5 pril:e dl',scribed in .~sP.ction (b)(1)(B) exc-eeds HO 

6 pe·n:ent of the nmount rle.~r:ribP.1l in .\'Uh.wmtirm 

7 (b)(1)(A) for the month. in whir:h. orx:u.rx the rlnte of 

8 .<;Ur"Jr. entering, the taxprLyer's tax under this r.Jrapter 

9 fbr the taxable year shaU be incrP.ased by an amount 

10 equal to the le.~11er of-

11 " (A) .\'1U'il ea.:e.~s, or 

12 "(ll) the !LfJ!tre.r~ate rlR.1:·mJ.W~ in the r:rerlit.~ 

13 nUowe~l 1tnder .wdirm .'JH fiw 11.ll prior ta:r.abl.e 

14 ye1Lrx whir:h. UKJU.lr.l luLvr~ ·rf'~\'U.lterl ~f the Alaska 

15 natu.ml gas r:rl'.rlit rl'.f:eived by the taxpayer for 

16 .\'U.r:h. yean; had lil'.en zero. 

17 " (2) SPECIAL RULEti.-

18 "(A) TAx· lJENEFIT Rl LE.-TilR- tax for the 

19 ta:r.able yea·r sh1Lll be inr:·rea.~er.l u.nder prLmgmph 

20 (1) only with. re.\per:t to r:rl'-tlits ruloulf'A by rl'.ason 

21 of this section whir:h. u;ere used to reduce tax li-

22 nbility. In the case of r:redits not so u.~ed to re-

23 du.r:e tru. l-iaiJility, the mmJfi;rwrLrds and 

24 rxLrrybru:k.~ un1ler .~l'.dilm 3.9 .~hrLll be rLppro-

25 priatl'ly 1ulju.~terl. 
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"(B) No CREDITS AGAINST TAX:-Any in­

r:-reru;e in ta:r under tlr.i.~ .whsP-dion shall not be 

trP-ated as a ta:r imposed hy th.i.~ rluJ.pter for pur­

poses of determining the amount of any credit 

5 under th.i.~ rlutpter or .for purposes of .~p,r,tion 5.'i. 

6 "(e) APPLIGA.T!ON OF RULES.-For purposes of tlr.i.~ 

7 .~er:tion, rule.~ similar to the rriks of paragraphs (3), (4), 

8 and (5) ofsP.dion 4.'i(d) shJLU apply. 

9 "(f) No DOUBLE BENEFIT.-The amau.nf . any de-

10 rluction or other r:redit rtUowabk u.nrler this rluLptm'for any 

11 .fuel trz!ren into ru:wu.nt in r:omputinrJ the umou.nt of the 

12 r:rP.dit deterrrn:ned u.nder .\1J.h~Pdion (a) shaU be rP.flu~;ed by 

13 tlw rtmount 1!{ .\1Jl:h r:·redit a.ttri/m.tahle to sw:h .. fuRl. 

14 "(.q) APPLICATION UF SECT!ON.-Th.is sP.dion shall 

15 apply to Al.a.slw natu.ral !Ja., entering any intake o·r tie-in 

16 point which was rlerivP.dfrmn an ama ofthe StatP. l!f'Alaska 

17 lying north of fi4 rlP.grP.es North lntitu.de for the pe·riod-

18 "(1) /Je,gin11in.IJ urith the late·r of-

19 "(rl) .January 1, 2010, or 

20 "(B) the initial date .frJr the interstate 

21 tmnsporta.tion rif· sw:h. Alaska natural gas, anrl 

22 "(2) P.:a:ept Ulitlr ·rP-~pP.d to .\'1J.lmP,r:tion (d), ending 

23 urith. the rla.te wh.ir:h. is 15 YP.fLrs a,fier the diJ.te de-

24 s1:ribP.d in paragraph (1). ". 
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(b) CREDIT TREATED AR BUR/NESS CREDIT.-Section 

2 3B(b), as tt~A by th.i.~ Act, i.~ amernlR.tl hy strilcing 

3 "plus" at the fmfl n.f ptLrr/,f}'rrtph. (22), lry .~trik:inrJ the period 

4 at the end r~f paragraph. (23) and if!.~P.riinrJ ", pLus", and 

5 hy adding at the end the .folLrrwing new paragraph: 

6 "{24) The ALr1.~ka ntLturol ga.~ c:rPAit determinP-d 

7 under sP.ditm 4.'5M(a). ". 

8 (c) ALLOV.7NG CREDIT AGAINST E!ITTIRE REfJULAR 

9 TAX AND MINIMUM TAX.-

10 {1) [N GENERAL.-Sul1ser;tirm (t;} rl sedi011 38 

1 I (rewtinrJ to limitat•iun IHI.~ed on nmou.nt of tax), a.~ 

12 amenrlP.d by this Ar;t, i.~ mnenrlR.d by rerlP,siynating 

13 pnm.IJm.ph (!;_! r~.; · pamgmph (fi) and by 1:nse-rtiny 

14 ll;{ttfr piL'riUJrrLJlh. ( 4) th tJ .fiJ/lowin!J TIIJU! T)(LTa{frtLJih.: 

15 "(:j) SPECIAL HULEN POif ALMiK4. NA TURAL UAS 

16 CRED/T.-

11 " (A.) I N fiENEH.AL.-In the r;asr~ r?f' the Aws-

18 ka natu.ml {Jn.~ r;rP.dit-

19 "('i) thi.~ sP.ditm ami /iP.dion 3.1J shaU lie 

20 applied sepamttly with TP,spP.ct to the c:rerl-

21 ·it, and 

22 "(ii) in ttpplying paragraph. (1) to the 

23 r;rr;rlit-
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"(/) the mnounts in .~u.bpara-

2 .IJmph.~ (A) tmd' (B) therp_qf shaU 1Je 

3 tmateJl a .. ~ being zero, and 

4 "(II) the limitation under para-

5 gmph (1) (as mrulijit-Jl lry .~ubclause 

6 (!)) shu.U hr. 1"fl(ltu:nl f1y the cre.rlit al-

7 lm.oerl under su.IJsP.r:tion (a) for the tax-

8 11./Jlt< yr111.r ( othfw t'lum the Al~~oslw nat-

9 u.n~l gas t:n<tli t) . 

10 " (lJ) AL.lst.:..t NATTIJML O.ts CREDIT.-For 

11 7J 'U ·rpo.~es '!!'this s·ulm·wti.on, the tt'-rlrl 'All!.~lw 11-ILt-

12 11:m.l {)1/.s c-rmJoit' ·nwa.ns the t"f'edi t a/J.(J'Uitr.lifi~ ttnrle·r 

13 .\'l.dJSI'l'tirm (11) /,y 1'1!1LSII11 r!f' SN:t·irm 4:iM (a).". 

14 (2) ( .'O/I'PII/W //1'11 AME/1"/JMEKTS.-Su/Jdlnt.W< ( fl) 

15 r~f' .w1d ·irn1 .~8(r){.'!){A )(ii) , rLs umr,nrlerl by this At:t, 

16 Slt.IH:lmi.W~ (II) r!f· ·" ' r:f ·i tm .~tl(r:)(.'I)(A)(h. l ns arnemlerl 

17 l1y th -i.~ Ar:t, rmrl s1tl1r:lnu.sr' (!I) r!f· .~ l'dion 

18 38(r:)(4)(A)(i·i), rLs wlrlt!d by this Ar:t, are l'.tu:h amentl-

19 e.tl by 'insl'·rting "o·r thP AluslrJL natu.ml {Jfl.s r:·ri'Alit" 

20 r~ft,lfr "rmulur:u r"rr<di f ". 

21 (rl) GLERIC~4L AMENDMENT.-The taiJ/.e qf' Sl'.t:tions .for 

22 subp!J:rt D i!f' pm-t nl rd' S1J./Jt:hJ17Jii<T A qf' duLptr-r 1, a.~ 

23 ILmentiml by this Ad, is u:mrmrltl(l by rulrli11g at tire 1mrl the 

24 .foUowing new itmn: 

''Sn·. 4i:J tll. Al.rWm uuhtnll fltl \. ''. 
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