STATE FINANCIAL PARTICIPATION - OPTIONS AND ANALYSIS

Comprehensive report by January 31, 2002 to the legislature and the governor addressing the following five issues:

1.
Should the State take an equity position in a North Slope gas pipeline project?

2.
Should the State participate in financing the project? If yes, under what terms and conditions?

3.
If the State participates, will that participation affect the state’s ability to provide public services or negatively affect its financial integrity or credit worthiness?

4.
Would State participation assist or damage efforts to complete and operate the enterprise?

5.
Could or should the State make it possible for individual Alaska residents to become shareholders in the project?
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North Slope Gas Project.

1.
Dillon, Reed & Co. 2/15/78 & 3/6/78

2.
Three studies prepared by ISER (Anon R. Tussing and Connie Barlow) for the Alaska

Legislature:

10/25/78

1/12/79

4/79

3.
Kidder, Peabody & Co. 3/22/82

D.
Proponents have said the State should participate financially because:

1.
It’s likely to be a good deal and the state should share in it.

2.
State financial involvement would help the project get done.

3.
The producers have too many competing opportunities; the only way the state is ever going to get a project commercializing North Slope gas is to take on the project itself.

in time to protect its interests.

5.
The State should have a seat at the table in order to protect the state’s interests. With a seat at the table, the State would be able to exert leverage in the decision-. making process to achieve some or all of the following particular policy objectives:

a.
Route decisions

b.
Local hire/local buy/local build

c.
Gas for communities along the route

d.
Potential gas availability for Southcentral Alaska

e.
Gas for industrial development along the route (e.g. mine development)

f.
Size and pressure configuration that would facilitate petrochemical development in



Alaska


g.
Gas liquid availability for a petrochemical industry

E.
Opponents have said the State should not participate financially because:

1.
State ownership or investment would compromise the main responsibilities we expect of government, environmental protection, health, safety, economic regulation and taxation.

2.
State investment would concentrate State “investment” in the oil and gas industry when the State should be diversifying its investments.

3.
Governments don’t do a good job of running commercial enterprises.

a.
This is generally true throughout the world.

b.
Alaska has had particularly bad experiences.

4.
State ownership would involve the pipeline in some levels of the governmental process —both the executive and the legislative — including questions relating to confirmation, annual appropriations, etc.

5.
The return to a pipeline would be regulated and not worth the State’s investment. The State is likely to earn more by investing the same amount of money through the Permanent Fund.
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