ALASKA NATURAL GAS DEVELOPMENT AUTHORITY

CONDITIONAL RIGHT-OF-WAY LEASE

COMMISSIONER’S ANALYSIS, PROPOSED

DECISION and ACTION

ADL 229297

RS
RN

.
=n

: .
CRRRERRIKR —
&

ﬂm s
an PO

L RSO AR
RTIR
a3 5

Alaska Department of Natural Resources

State Pipeline Coordinator’s Office

O
Vg
a2
uug

owm
= (@
Gmw\m
Qe
HWA
(D] -
o< o
as 2
nos
L
O
=g
H__A

4

February 24, 2006



PURPOSE OF ANALYSIS AND DECISION

The Right-of-Way Leasing Act (AS 38.35) sets fdtik procedures governing an application
for an oil or gas pipeline right-of-way across 8tlnds. Under this Act, the Commissioner
of the Department of Natural Resources is grantepoavers necessary to lease State land
for pipeline right-of-way purposes. In processieny application, the Commissioner must
make a written determination of whether the appliga fit, willing and able to perform the
transportation or other acts proposed in a manimar will be required by the present or
future public interest. The statutes allow the @Gussioner to offer the applicant a
conditional lease, which must include each covenamdl condition required by AS
38.35.120. The Commissioner may also require tietdssee agree to additional conditions
that the Commissioner finds to be in the State’st baterest. If, in the future, the
Commissioner determines that the terms and conditad the conditional lease have been

met, the Commissioner may enter into a Right-of-Wesse.

The following document is the Commissioner's Anay$roposed Decision and Action
(Analysis and Proposed Decision) for the natura pipeline conditional lease application
across State lands for the Glennallen to PalmesliRgosubmitted by the Alaska Natural Gas
Development Authority on April 4, 2005. The pubtiomment period for this Analysis and
Proposed Decision ends at 5:00 p.m., April 21, 200%itten comments may be faxed to
(907) 646-5012 or submitted by US Mail or in person
State of Alaska, State Pipeline Coordinator’sceff
Gas Pipeline Group
411 West % Avenue, Suite 2C
Anchorage, Alaska, 99501
Public hearings have been scheduled for the Conunesss Analysis and Proposed
Decision at the following locations. Comments vl accepted verbally and/or in writing at
the hearings.
3/17/06 (Fri) Sutton — 6:00 p.m. — Chickaloon Village Traditional
Council Meeting House — Glenn Hwy MP 61.5
3/20/06 (Mon)Glennallen —6:00 p.m. - Caribou Café Banquet Room,
Glenn Hwy, MP 187
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3/21/06 (Tue)lake Louise— 12 noon — Lake Louise Lodge —
Lake Louise Mp 16.1

3/21/06 (Tue)Glacier View — 6:00 p.m. — Glacier View K-12 School
Gymnasium — Glenn Hwy MP 104

3/24/06 (Fri)Palmer/Wasilla -7:00 p.m. — Mat Su College, Mile 2
Trunk Road — Fred & Sara Machetanz (FSM) Bldg., R@®4

3/25/06 (Sat)Chickaloon - 2:00 p.m. — Chickaloon Community
Council Building — Glenn Hwy MP 74

3/28/06 (Tue)Anchorage — 7:00 p.m. — ZJ Loussac Public Library —
3600 Denali Street,*floor Conference Room
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NATURE OF THE REQUEST

On April 4, 2005, the Alaska Natural Gas Developmg@mthority (ANGDA) filed an
application for a conditional lease across Stateddafor a natural gas pipeline. The
application was submitted pursuant to the AlaskghRof-Way Leasing Act, AS 38.35, and
the regulations promulgated thereunder. The prapgseeline would commence near
Glennallen on Ahtna, Inc. lands, at TransAlaskaelie System Milepost 689.5, and
terminate south of Palmer near the Glenn Highwal/Rarks Highway interchange where it

would connect to an existing distribution system.

On November 3, 2005, the ANGDA submitted an amemdrte their application showing
alternate routes for the pipeline. The major al&Frroutes are shown on Alignment Sheets
11 to 24 and are considered in this Analysis ammp®&sed Decision. The ANGDA proposes
to utilize section line easements, Matanuska Hteggsociation transmission line easements
and the Alaska Department of Transportation andi®acilities (ADOTPF) easements
whenever possible. Some of these changes couldenaflected on the alignment sheets due
to the scale. Conditional Lease Exhibit A provides legal description for the original and

alternate routes being proposed. The public ischekeomment on all the routes.

On January 26, 2006, the ANGDA submitted proposadignments in the vicinity Chitna
Pass, Chickaloon and Moose Creek. These proposdigmments are shown on alignment
sheets 15 to 19 and 22. These proposed realignthawésbeen placed on the Joint Pipeline
Office website and are titled: Moose Creek Realigntn Chickaloon Realignment, and
Chitna Pass Realignment. The scale of these reaéighmaps are different from the original
alignment sheets and may cover more than one atighsheet. The proposed realignments
extend off the existing alignments sheets; theeetoe are showing the proposed alignments

with an A after the alignment sheet number (i.&A i6Chitna Pass).

The timing of the construction of this ANGDA pipadi is dependant upon the availability of
natural gas. At this time there are no producing g&erves in the Glennallen area, and the
current ANGDA proposal is therefore dependent @ dbnstruction of a pipeline carrying

North Slope gas through the Glennallen area. OGmgpegotiations under the Stranded Gas
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Development Act are currently focused on constamctif a major gas pipeline from Prudhoe
Bay to the Canadian border, a route that wouldpasts through Glennallen, and ANGDA
has therefore begun study of an additional leg hié proposed pipeline to run from
Glennallen to Delta Junction adjacent to the Trdaska Pipeline right-of-way. ANGDA
has submitted a report, available on the JPO wesbshich concludes that such a project is

feasible.

The ANGDA has applied to the Commissioner for adittmnal lease. A conditional lease
does not transfer a real property interest in déatds, and is subject to conditions established
by the Commissioner. Issuance of a conditionaldedses not prevent the Commissioner
from entering into alternative leases, permit aragents involving all or part of the same

lands with others.

BACKGROUND

Natural gas is critical to the residents of Soutiad Alaska. The economy of Southcentral
Alaska is dependent on natural gas for power géinaraesidential and industrial uses. The
declining reserves in Cook Inlet mean higher eleityr and gas prices for two-thirds of

Alaska’s population

The ANGDA is an independent public corporation andnstrumentality of the State within
the Alaska Department of Revenue. The ANGDA waahdished via Ballot Measure #3 in
2002 and is operated by a Chief Executive Officeiloweports to a Governor-appointed
Board of Directors (AS 41.41).

The ANGDA initiated work on this gas pipeline prcfjgn 2004. As part of the project
startup, the ANGDA prepared several reports docuaimgivarious aspects of their proposal,

including:

» 24-Inch Spur Line from Glennallen to Palmer — Conptual Alignment and
Budget Level Cost EstimattANGDA 2004a) identifies a baseline route and
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alternateroutes for the Spur Line. The baseline route wasl tisr the original
cost estimate.

* Financial Plan for the Cook Inlet Spurline(ANGDA 2004b) presents a
financing plan for the construction of the pipeline

* Spurline Report on Utility Regulation (ANGDA 2004c) defines the
Regulatory Commission of Alaska (RCA) issues reldte ANGDA'’s role as
a gas transportation utility and supplier of gaautitities serving intrastate
users.

* Right-of-Way and Permitting IssueBANGDA 2004d) addresses the right-of-
way and permitting issues, environmental standand¢igation, and best

practice issues for the pipeline project.

The above referenced reports and other reportsapgdfor the ANGDA are available on-

line athttp://www.allalaskalng.com

In applying for a conditional lease, ANGDA has,tlais time, provided only a conceptual
design for the pipeline. The detailed technicaligie of the pipeline system will be required
to comply with United States Department of Transgeyn (USDOT) standards set in statute
and regulation, and with State statutes and reigukatn effect at the time of construction.
ANGDA will be required to submit the detailed teddal design addressing, among other
things: pipe type, welding methods, pipe capadgiipe coating, compressors and other
components, and equipment that will be used ducmgstruction for the Commissioner’s
approval as a condition of conversion of the coaddl lease into an unconditional lease.
These design details and components may changeeadesign of the pipeline matures;
however an initial design and every design revisothe initial approved design will require

the approval of the Commissioner.

Some of the many technical standards that will yappl ANGDA'’s design, construction,
operations, and maintenance of the pipeline include

« ASME B31.8, as required by State Statute;
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» Department of Transportation regulations in 49 ARR, “Transportation of Natural
and Other Gas by Pipeline: Minimum Federal Saf¢etp&ards;”

* FERC conditional certificate of public convenierzs®l necessity, if required,

 U.S. Army Corps of Engineers “wetlands” permitsuied under section 404 of the
Clean Water Act;

» State of Alaska Right-of-Way Lease (ADL 229297)lan

» API-5L — standards for use of pipe in conveying.gas

MAJOR COMPONENTS OF THE ANGDA PROJECT:

Pipeline Location: The ANGDA proposes to originate the pipeline apprately
two miles north of Glennallen and west of the TraAmsska Pipeline System (TAPS)
pipeline at TAPS milepost 689.5. The compressastber conditioning facility and the first
11 miles of the buried pipeline are proposed tddeated on lands owned by Ahtna, Inc.
Approximately 11 miles from the origin, the alignmieenters the Glenn Highway right-of-
way for approximately 50 miles, then follows theu&w and Caribou Creek drainages
crossing Chitna Pass into the Boulder Creek draimangl entering the Chickaloon area. From
Chickaloon to Palmer the route generally followseaisting Matanuska Electric Association
easement that crosses State and private landspp®sed terminus of the pipeline is
southwest of the Glenn Highway and Parks Highwagrainange, where it would connect to
an existing 20-inch distribution pipeline on the siveside of the Glenn Highway. The
terminus of the pipeline would be in close proxymib the Alaska Railroad, the Glenn
Highway and the Parks Highway; therefore propane etier products produced at the

facility could be easily accessed for transport.

Pipe: A 24 inch pipe is proposed to be used for thiggmtowith a transportation capacity of
1,000 million standard cubic feet per day (MMSCFDhe pipe must meet the requirements
of 49 CFR 8192 and API-5L.

Valve locations are currently mandated in 49 CFR28179. Launchers and receivers for
pipeline in-line inspection devices (pigs) will imstalled at each end of the pipeline.
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Although the pipeline will predominately be buriédnay be necessary for the pipeline to be

above ground in some areas such as stream orcrivesings or at fault crossings.

Pipeline Corrosion The ANGDA will be required to comply with NatiohAssociation of

Corrosion Engineers (NACE) 0169, which addressestrab of external corrosion on

underground or submerged metallic piping systenhesé& standards set the CP criteria for
achieving effective control of external corrosion louried or submerged metallic pipeline
systems and are also applicable to other burie@lheestructures. The standard includes
information on determining the need for corrosi@mtcol; piping system design; coatings,
CP criteria and design; installation of CP systemnsg control of interference currents.

Monitoring of the CP system would be a requiremethe Right-of-Way Lease.

Gas Composition Raw natural gas is composed of different hyddoaas and fluids,
depending on the location of the well. A rich gasnposition will require processing of the
gas to remove a portion of the non-methane commjed). ethane, propane, butane) to

produce a utility grade gas prior to delivery te #xisting distribution system near Palmer.

The pipeline design will address the need for Ingagind/or chilling the gas to avoid impacts

to the environment, such as permafrost melt.

Compressors/Gas Processing/Conditioning Facilities The pressure of the gas flowing

through the pipeline will decrease as the gas fldexsn the pipe. The current components of
the project include the pipeline and a compressoggator/power plant at each end of the
pipeline. The purpose of a compressor is to mairtae operating pressure of the pipeline.
The ANGDA does not anticipate the need for add#@locompressors along the line. If,

during design, the need for additional compressorslentified, the ANGDA will amend

their proposal with the ADNR if the compressor lsged on State land.

The pipeline facility at the terminus of the pipeliwas identified because of the location of
an existing utility distribution system on the wesle of the Glenn Highway. Additionally,
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the proposed facility is in close proximity to tAtaska Railroad, the Glenn Highway and the
Parks Highway; thereby making propane and othedywmts that may be produced at the

facility easily accessed for transport.

The ANGDA predicts the compression/processing/pogareration facilities will occupy
approximately 55 acres. The actual acreage maygehpending final facility design. These
facilities are not proposed to be located on Statd and are not a part of the right-of-way
application or this Analysis and Proposed Decisidinese facilities could include
compressors, gas scrubber units, control and sefuitctions, as well as utility and power

generation equipment.

The ANGDA does not intend to have permanent liviugirters at any of the facilities but
may have emergency quarters for personnel. Pers@horild be able to conduct the
construction, operation and maintenance activifigs these sites without the need to
overnight on-site. These facilities will be locatddse to existing communities with hotels or
permanent housing that can be utilized if the nesmiahce activities can not be accomplished

in a day.

Standards for the design and construction of cossoresites, as well as safety factors, are
listed in 49 CFR 8192.163. Noise from the compresssan be a factor when located close to
residences or communities. When this pipelineesighed, the best practicable techniques

will be applied to minimize noise and vibrations.

Natural Gas Liquid Facility: The ANGDA has not applied to ADNR for a NaturalsGa
Liquid (NGL) facility. If a facility is constructedit would be located on private lands and

therefore is not a part of this Analysis and PrepoSecision or the conditional lease.

Temporary Facilities: Temporary facilities include those facilities rema to support the
construction phase activities, such as construdteadquarters, use of existing airfields, use

of existing access roads, and material sites aoifl dgigposal sites.
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The ANGDA does not propose to have field constamcttamps on State land; rather the
ANGDA envisions the construction contractor prouglia portable maintenance camp with
offices, kitchen, housing, maintenance building anchedical trailer that will be relocated

several times during construction. The ANGDA is podposing to use State land for these
camps and the camps are not a part of the appircair this Analysis and Proposed

Decision.

The ANGDA anticipates that most construction persbmwill be transported to the sites on
shuttle buses. Commercial lodging or RV hook-upsi@lthe route may be utilized for some

project construction personnel.

The ANGDA intends to require their contractors toyide on-site health care to respond to
minor medical needs. A portable first aid trailpesifically designated for this project would
be located with the portable maintenance camp. itlds@and other medical facilities already

exist in Glennallen and Palmer.

Existing roads and trails will provide access t@ tproposed pipeline alignment. An
additional four access roads may be required amtbttations of these new temporary access
roads will be identified as the project progresgesess roads will be permitted under AS
38.05 and will not be included under the AS 38.3hRof-Way Lease.

Materials and Staging Facilities: Material and staging sites have not been identifiethe
ANGDA. These sites will be identified during thesdgn phase of the project. Material sales
are permitted under AS 38.05 and will not be inellith the AS 38.35 Right-of-Way Lease.

The ANGDA is proposing to ship pipe and other mateithrough the Point MacKenzie port
facility. Pipe and other materials may be stagati@foint MacKenzie port prior to trucking
the materials to the construction site(s). Othagisig or storage areas may be required
depending on the segment under construction. Th&BA will identify the temporary pipe

storage areas in the final design. Authorizatiarspipe storage areas on State land will be
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issued under AS 38.05, which has a public revievegss and will not be included under the
AS 38.35 Right-of-Way Lease.

Use of the highway system to transport pipe, egaiftror materials must be approved by the
ADOT&PF. A Highway Use Agreement and/or other doeuts determined by ADOT&PF

to be relevant may be required prior to utilizihg state road system.

Fault Crossings: The ANGDA submitted aFinal Report on Engineering/Fault Zone
Crossing Design — Glennallen to Palmer Spur Ldated October 2005 prepared by URS.
This report provides results of a geologic studg areliminary engineering design of five

fault crossings along the proposed natural gadipgeoute.

Fault crossing methods will be addressed whenifheipe is designed. Information from the
November 2002 Denali fault earthquake and the pmidace of the TAPS aboveground
sliding support shoes will be some of the informiatreviewed when designing the fault

crossings for this pipeline.

General Land Use Information: The pipeline alignment crosses state, borougvateiy
owned properties and federal lands that have betatted by the state for conveyance.
Although the federal lands are on the State’s cgawee priority list, a conveyance date has

not been set.

Approximately 70 percent of the land in the Susiémaa is State-owned or selected, with
much of the accessible and developable land inaf@ivor native ownership. Native

corporations own or have selected approximatelypdi@ent of the land. Most of the land
west of the Matanuska Glacier has been transfé@yeqzhtent or interim conveyance to native

corporations.

Land uses in the area are residential, subsisteshated, commercial, native-owned, parks,
refuges, sanctuaries, public trails and recreatidihe highway right-of-way is a
transportation corridor for vehicles, ATVs, snowahmes and pedestrians.
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THE ANGDA’s PROPOSED CONSTRUCTION AND OPERATIONAL M ETHODS?

General Pipeline Construction Procedures:The actual construction corridor width may
vary depending on the activities, topography, aoaesion mode, and owner of the property.
The construction right-of-way on State lands w#l BOO feet wide, with some exceptions
such as, the Glenn Highway right-of-way, Trunk Raaght-of-way or other trails and
easements. The actual disturbed area will geneballigss than the 300 foot. Preparation of
the right-of-way for construction can not be stdrbefore the conditional lease is converted
to an unconditional Right-of-Way Lease issued urni®r38.35, and a Notice to Proceed is
issued from the State. The notice(s) to proceeld mieparation of the construction corridor
will address, among other things, clearing, gruglmhvegetation and grading to ensure that
normal surface drainage is maintained, and erasotrols is provided, and slope stability is
controlled. The Notice to Proceed will address terapy workpads, their removal and

restoration.

The ANGDA proposes to bury the majority of the fiipe The construction would be
accomplished in two segments: winter and summee. désignation of an area of work is
dependent on the ability of the terrain to supporistruction equipment. Terrain that cannot
support construction equipment during the summemasmally designated as winter

construction.

MP 0 to MP 68.5 construction will occur during twenter due to the large concentration of
ice rich soils, wetlands, and gently sloped tetraiiinter construction will utilize snow and
ice workpads, which simplifies construction in natip wet areas and minimizes damage to

the terrain.

MP 68.5 to MP 147.9 will be constructed during thenmer. This section of the route

includes terrain that is mountainous and contair@encompetent and rocky soils. A

! The proposed project is subject to evaluation of finabdeiteria. The final design parameters may differ
from those described in this Analysis and Proposed Decisio
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considerable amount of grading will be requiredsome areas to accommodate the daily
transport of equipment and personnel to the site.

Although the route has been segmented into wimidrsammer construction, there may be
areas where the work can not be accomplished dthmglesignated season. For example, a
stream or river crossing may need to be construdiehg the winter to minimize impacts to
the fishery or environment even though the surrondterrain requires summer

construction.

Buried pipelines and valve locations are reguléyed9 CFR 8192. The ANGDA is required
to comply with this regulation. The use of horizndirectional drilling (HDD) or boring
may be used in areas where open trenching is dekedntoo intrusive ((e.g., sensitive
wetlands, river and stream crossings, major roadsings) Pipelines must be hydrotested

before commissioning in accordance with 49 CFR3 19

Permits to avoid sedimentation and erosion areiredjio discharge the water used to test
the pipe. The permits may require field observajononitoring, sampling, and reporting of

discharges to be done the same day of dischargeh@ges are monitored to limit damage,
erosion, sedimentation, and/or floating debris.cB&ge locations will be determined in

conjunction with the Alaska Department of Enviromta¢ Conservation (ADEC) and the

Office of Habitat Management and Permitting (OHMP).

To the extent feasible, existing roads will provile main access for construction, operation
and maintenance activities. Access points from highway to the right-of-way will be
identified prior to construction. Access roads Wil authorized under AS 38.05 and are not a
part of the AS 38.35 Right-of-Way Lease.

Prior to the start of construction, the ANGDA wilhalize surveys, locate the centerline and
construction workspace, and complete land or easeaoguisition. The right-of-way will be
staked, and existing utilities will be located andrked to prevent accidental damage during

pipeline construction. The construction methods eqgdipment used will be defined during
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the design phase of the project and addressedlotiee to Proceed. The final design of the
pipeline will comply with APl 1104 and NACE 0169 carmust be approved by the

Commissioner.

Specialized Pipeline Construction ProceduresCrossing of major roads and railroads will
be designed in accordance with the latest editibl 1102, Steel Pipelines Crossing
Railroads and HighwaysAn increase in the wall thickness of the pipe maynecessary
under all major roads and railroads in accordanitie tve requirements of American Society
of Mechanical Engineers (ASME) B31.8, which spedfdifferent design factors in those
locations. The minimum required depth of cover foads is established by API 1102.
Additionally, the ADOTPF has regulatory requirengeninder 17 AAC 15.211 and the
ARRC follows the guidelines of the American RailwBygineering and Maintenance of
Way Association (AREMA). The standard burial depgjuirements, as defined by 49 CFR
8192, will be applied to minor roads and drivewagssings unless the cover requirements
provided in 17 AAC 15.211 are greater.

Drilling and blasting will be necessary in areashafrd rock, such as mountain passes.
Decisions regarding the location and timing of brap will take into consideration the
activities of fish and wildlife that could be disbed.

Special construction techniques may be requiredtf@am crossings to minimize impacts to
riparian and aquatic resources. HDD and boring odstof inserting the pipeline beneath
river channels, as well as open cut, flume, or dah pump techniques will be evaluated for
crossings. Site specific crossing designs will besedol on local environmental and

geotechnical conditions, cost, logistics, and amd technology.

Unless otherwise approved by the Commissioner, veloastruction occurs on natural grade,
topsoil will be stockpiled to the side of the woaklprior to ditching to preserve the material

for aiding revegetation.
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Other Permanent Facility Procedures: New access roads, workpads, storage yards, and
other permanent facilities are not anticipated bg tANGDA for the operation and

maintenance of the pipeline system.

Maintaining permanent access along the pipelimotisnecessary. Access to the pipeline for
routine inspection and maintenance will involverélaon existing access roads or by the use
of helicopters. Ice or snow roads may be constduébe winter access to perform routine
work. In the event of an emergency situation wheareipment would need to access an off-
road area, specialized techniques would be useddiace potential impacts. The ANGDA
project involves gaseous hydrocarbons that woudipiate into the atmosphere if released

and does not require a spill response plan

Operation and Maintenance: The pipeline will be operated in accordance with @FR
8192 and other State and Federal requirements.righeof-way will be monitored and
erosion or unstable conditions will be repaireghePinovement and the condition of the pipe
will be monitored using various proven methods udahg, but not limited to, internal
inspection devices (pigs), and mitigating actiotl i taken if necessary. The maintenance
of vegetation and vegetation control will be addess in the Right-of-Way Lease.

Monitoring the CP system will be done during reg@® surveys.

Safety: The USDOT safety regulations for a natural gaslpie require specific class
locations for pipe wall thickness based on popotatiensity. Pipe wall thickness may also
be increased during the final design as the chasechanism to provide control of ductile
fracture and to accommodate pipe movement causdbsiyheave or thaw settlement. All
external pipe surfaces will be coated to help pnew®rrosion or environmental cracking.
Where additional weight is required for buoyancyntecol, site-specific evaluations will
determine whether concrete coating, concrete weigitrew anchors, ground anchors or
another type of weight will be used. Pipe desigtedithstand vehicle traffic loads will be

installed at the appropriate depth at road andoaadl crossings.
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Pipeline System Lifetime and Decommissioning/Nith proper maintenance, the life of the
pipeline is indefinite. The Right-of-Way Lessee Ivie required to maintain the leasehold
and the pipeline system in good repair and to pttymppair or remedy any damage to the
leasehold, in addition to other mitigative, prewestand abatement activities. Additionally,
the Lease will require the safe operation of theejme system to ensure the protection of the
environment and the safety and integrity of theefpe. Lease termination, removal of
improvements and equipment, restoration of the kamdl abandonment of the pipeline will
be addressed in the Right-of-Way lease. Decomnmsgijoor abandonment of the pipeline

will be done n accordance with State and fedeves land regulations.

AUTHORITY

Alaska Right-of-Way Leasing Act

The Commissioner is adjudicating the ANGDA applmatpursuant to the Alaska Right-of-
Way Leasing Act, AS 38.35, and the regulations prigeted thereunder. The policy of
Alaska’s Right-of-Way Leasing Act, as set out in 3&35.010, is:

that the development, use, and control of a pipeliansportation
system be directed to make the maximum contributmrihe
development of the human resources of this Stag¢eincrease in
the standard of living for all its residents, th@vancement of
existing and potential sectors of its economy,dinengthening of
free competition in its private enterprise systamd the careful
protection of its incomparable natural environment.

The Commissioner has been given all powers negeasalr proper to implement this policy
in leasing State land for pipeline rights-of-way ttansport natural gas under conditions
prescribed by AS 38.35.015 and the administrategulations. Accordingly, AS 38.35
charges the Commissioner with determining whetimeagplicant is fit, willing and able to
perform the transportation or other acts proposed manner that will be required by the

present or future public interest.

Conditional Lease
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When determining whether an applicant is fit, wigliand able to perform the acts required
by a Right-of-Way Lease, the Commissioner has teeretion to grant a conditional lease.
AS 38.35.100(b) provides:

If the Commissioner makes the determinations utat)-(5) of

this section favorably to the applicant but detewesi that the

applicant is not then fit, willing and able to parh under the

application, the Commissioner may grant the appticander a

conditional lease subject to conditions established the

Commissioner that will ensure that the applicarit, wiithin a

prescribed period of time not exceeding 10 yeastghdish that

the applicant is fit, willing and able, under (d)tbis section, to

perform the transportation or other acts that Wil required by

the present or future public interest. An applidamot entitled

to a notice or authorization to proceed to consivac or its

equivalent, under a conditional lease until the @ussioner

determines in writing that the applicant has sati&frily

established that the applicant is then fit, williagd able to

perform under (a) of this section.
The conditional lease conveys no interest in lgmdperty or resources of the State or any
preference or priority rights to a particular rigifitway or alignment. Accordingly, the
issuance of a conditional lease does not prevenCttmmissioner from issuing other leases
or authorizations for the same or similar rightway. Additionally, a conditional lease may
be revoked by the Commissioner if it is determitieat the Lessee is not willing or able to
perform under the terms of the Right-of-Way Least mot determined to be fit, willing and

able to perform under the Right-of-Way Lease.

A conditional lease allows the ANGDA the opportyrtib obtain the necessary financing to
proceed with the project, along with the opportymit finalize the project specifics and final
pipeline design. A conditional lease does not augboany construction activities. Issuance
of a conditional lease or a Right-of-Way Lease doasallow the ANGDA to initiate any
field activity on state lands without approval frahe ADNR. The approval may be in the
form of a Notice to Proceed, would contain site cHje terms and conditions the
Commissioner finds necessary to protect the Statgeégest, and will only authorize the

activities specific to that authorization. A RighitWay Lease does not grant exclusive rights
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to the land; accordingly, the Commissioner may auitle other uses or leases within the
right-of-way for the same or similar right-of-wagute.

Other Authorities
The project is subject to federal and state lawd amgulations addressing design,
construction, operation, maintenance, and ternonatProject activities must be conducted
in a manner consistent with the conditional leasedi¢ions and stipulations, in addition to
other State and local requirements. Additionalhg project must be undertaken in a manner
consistent with conditions and stipulations incldide various required federal permits and
authorizations, including, but not limited to:
* Clean Water Act Section 404 (wetlands) permit - .Umy Corps of
Engineers;
» Clean Water Act Section 401 permit; and
» Coastal Zone Management Act and the State of Al&Jastal Management
Program Consistency Determination(s) in suppothefSection 404 permits.
The project may also be subject to a Certificat®wblic Convenience and Necessity from
FERC and a Federal Grant of Right-of-Way acrossf@dands from the Bureau of Land
Management.

ADMINISTRATIVE ACTIONS ON THE APPLICATION

The ADNR works in consultation with other State and €&wdl agencies on the proposed
projects in accordance with their specific mandatédome agencies have statutory and
regulatory authorities that govern certain aspe€tthe proposed project. Such agencies
retain their regulatory role over the applicabléwtes. The conditional lease will require
the ANGDA to comply with all applicable State andderal statutes and regulations. The
following agencies will have a role in the project:

The Alaska Department of Natural Resources (ADNR)The ADNR is the entity charged
with overseeing State land use activities. TheeSRipeline Coordinator’s Office (SPCO),
Division of Oil & Gas (DO&G), Division of Mining, Bnd and Water (DMLW), Office of
Habitat Management and Permitting (OHMP), Statetdis Preservation Office (SHPO)
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and the Office of Project Management and PermittdBMP) are located within ADNR and
review, coordinate, condition, and approve actgitbn State land.

Fish Habitat Management: Title 41 gives OHMP permitting authority over
activities affecting anadromous fish streams andaftivities that could interfere with the
efficient passage of resident or anadromous fishisi\habitat permit must be obtained from
OHMP prior to using, diverting, obstructing, poihd, or changing the natural flow or bed of
an anadromous fish waterbody (AS 41.14.870). A fighitat permit is also required for
activities that may obstruct fish passage (AS 484d). Additionally, under the ACMP,
wetlands and tideflats must be managed to asseguate water flow, nutrients, and oxygen
levels, minimize adverse effects on natural dragngmptterns, and the destruction of
important habitat (6 AAC 80.130(c)(3)). Rivers,esims, and lakes must be managed to
protect natural vegetation, water quality, importésh or wildlife habitat, and natural water
flow (6 AAC 80.130(c)(7)). To further protect figtnd wildlife habitat, 6 AAC 80.070(b) (3)
requires that facilities be consolidated, to thteeifeasible and prudent.

The OHMP and Department of Fish and Game (ADFQ)ehantered into a
Memorandum of Understanding addressing biologisslies and how the departments will
work together.

Alaska Coastal Management Program (ACMP) ReviewAn ACMP review is
required for that portion of the ANGDA proposal &ed within the Matanuska Susitna
Coastal Management Area. The activities in thimae subject to the Matanuska Susitna
Coastal Management Plan and the ACMP. If a prapecurs within the coastal zone and
requires a state or federal authorization, an AQEN#ew of the proposed activity will be
conducted to determine whether the activity is ©tast with the standards of the ACMP
and any relevant enforceable district policies.ibyithe review, each agency will determine
whether any alternative measures (changes in thjegbrdescription or scope) are required
for approval. The public is provided the opporturia participate in the ACMP consistency
reviews. The ACMP public process goes through ar3®0-day review and, if approvals are
needed by other agencies or divisions and offiadsmwADNR, the review is coordinated by
OPMP within the Commissioner’s office. This procesevides for coordinated agency
reviews, public input, and ensures consistency with ACMP and the Matanuska Susitna
Coastal Management Plan.
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Pipeline Rights-of-Way Lease:The ANGDA proposal must be authorized by
ADNR under the Right-of-Way Leasing Act, AS 38.3%his Act gives the Commissioner
broad authority to oversee and regulate the tratesjpun of oil and gas by pipelines, which
are in whole or in part located on State land,nsuee the State's interests are protected. The
Right-of-Way Leasing Act is administered by the &RPC

Other Rights-of-Way: Pursuant to AS 38.05.850, the ADNR may issue gsrmi
rights-of-way, or easements on State land for rotadds, ditches, field gathering lines or
transmission and distribution pipelines not subjextAS 38.35, telephone or electric
transmission and distribution lines, log storagkewell drilling sites and production facilities
for the purposes of recovering minerals from adjyadand under valid lease, and other
similar uses or improvements, or revocable, nonexet permits for the personal or
commercial use or removal of resources that thectbr has determined to be of limited
value.

Temporary Water Use Permit (TWUP): A TWUP may be required under 11 AAC
93.210 — 220. TWUP permits are issued by both #€ and DMLW and may be required
for construction and maintenance activities. Anligggtion for a temporary water use permit
must be made if the amount of water to be used“sgaificant” amount as defined by 11
AAC 93.970(14), the use continues for less thame foonsecutive years, and the water
applied for is not otherwise appropriated. The pemay be extended one time for good
cause for a period of time not exceeding five yeatshe discretion of the Commissioner, a
temporary water use permit will be subject to ctiods, including suspension and
termination in order to protect the water rightotifer persons or the public interest.

Permit and Certificate to Appropriate Water: Industrial or commercial use of
water requires a Permit to Appropriate Water (11CA83.120). The permit is issued for a
period of time (not to exceed five years for indiastor commercial uses) consistent with the
public interest and adequate to finish constructto establish full use of water. The
Commissioner will, in his discretion, issue a pédrmiibject to conditions he considers
necessary to protect the public interest. A Cesdti of Appropriation (11 AAC 93.130) will
be issued if: (1) the permit holder has shown thatmeans necessary for the taking of water
have been developed; (2) the permit holder is beiay using the amount of water to be
certified; and (3) the permit holder has subst#igtieomplied with all permit conditions.
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This certificate may be issued subject to cond#ioecessary to protect the public interest.

Land Use Permits:Land use permits are issued by the DMLW and theCsR@Gd
may be required for a variety of activities. Largk ypermits can be granted for periods up to
five years, depending on the activity (11 AAC 9&DZAsenerally allowed uses listed in 11
AAC 96.020 are subject to the following conditiorf$) activities employing wheeled or
tracked vehicles must be conducted in a mannemtiveitnizes surface damage; (2) vehicles
must use existing roads and trails whenever pass{B) activities must be conducted in a
manner that minimizes (A) disturbance of vegetatamil stability, or drainage systems; (B)
changing the character of, polluting, or introdgcisilt and sediment into streams, lakes,
ponds, water holes, seeps, and marshes; and (@jbdisce of fish and wildlife resources;
(4) cuts, fills, and other activities causing atwlisance listed in (3)(A) - (C) of this section
must be repaired immediately, and corrective aathust be undertaken as may be required
by the department; (5) trails and campsites mustdp clean; garbage and foreign debris
must be removed; combustibles may be burned orusless the department has closed the
area to fires during the fire season; (6) surveynumeoents, witness corners, reference
monuments, mining location posts, homestead eminyer posts, and bearing trees must be
protected against destruction, obliteration, anthatge; any damaged or obliterated markers
must be reestablished as required by the deparmaler AS 34.65.020 and AS 34.65.040;
(7) every reasonable effort must be made to prewanttrol, and suppress any fire in the
operating area; uncontrolled fires must be immedtjatreported; (8) holes, pits, and
excavations must be repaired as soon as possilikes, pits, and excavations necessary to
verify discovery on prospecting sites, mining clgjror mining leasehold locations may be
left open but must be maintained in a manner thatepts public safety; (9) on lands subject
to a mineral or land estate property interest,yehir a person other than the holder of a
property interest, or the holder's authorized regméative, must be made in a manner that
prevents unnecessary or unreasonable interferenite the rights of the holder of the
property interest.

Material Sale Contract: If the ANGDA proposes to use State-owned gravedtber
substrate materials for construction of pads amadlspa material sale contract must include,
if applicable: (1) a description of the sale af@j;the volume of material to be removed; (3)
the method of payment; (4) the method of removahefmaterial; (5) the bonds and deposits
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required of the purchaser; (6) the purchaser'silitiabunder the contract; (7) the
improvements to and occupancy of the sale areareshwf the purchaser; (8) and the
reservation of material within the sale area to dhasion; (9) the purchasers site-specific
operation requirements including erosion contral protection of water; fire prevention and
control; roads; sale area supervision; protectiofish, wildlife and recreational values; sale
area access and public safety. A contract must $iat date upon which the severance or
extraction of material is to be completed.

The State Historic Preservation Office: The SHPO is responsible for the
preservation and protection of the historic, prenis and archaeological resources of the
State.

The Alaska Department of Environmental Conservation The ADEC has statutory
responsibility for preventing air, land, and watmllution. Written permits are typically
required before an activity can begin. For exampédpre solid waste disposal, wastewater
or air quality permits are issued two public nati@nd opportunities for public comment
(and a public hearing, if requested) are required.

Oil Discharge Prevention and Contingency PlanQOil Discharge Prevention and
Contingency Plans are not required for naturalpgaslines (AS 46.04.010 - .900).

Wastewater Disposal Domestic grey-water must be disposed of propetlythe
surface and a Wastewater Disposal Permit is regjipresuant to 18 AAC 72. Typically,
waste is processed through an on-site plant amufelised before discharge. ADEC sets fluid
volume limitations and threshold concentrations ia@wchemical oxygen demand (BOD),
suspended solids, PH, oil and grease, fecal colifand chlorine residual. Monitoring
records must be available for inspection and atevwritreport may be required upon
completion of operations.

Solid Waste Disposal Permit Solid waste storage, treatment, transportatioth an
disposal are regulated under 18 AAC 60. For allidsalaste disposal facilities, a
comprehensive disposal plan is required, which rmgtide engineering design criteria and
drawings, specifications, calculations and a disicusdemonstrating how the various design
features (liners, berms, dikes) will ensure conmaéwith regulations. In accordance with 18

AAC 60.215, before approval, solid waste disposainpt applications are reviewed for
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compliance with air and water quality standardsstesaater disposal and drinking water
standards, as well as for their consistency wighAlaska Historic Preservation Act.

Air Quality Control Permit to Operate: The Federal Prevention of Significant
Deterioration (PSD) program, which is administered ADEC, establishes threshold
amounts for the release of byproducts into the gphere. Oil and gas exploration and
production operations with emissions below precdeiteed threshold amounts must still
comply with State regulations designed to controissions at these lower levels (18 AAC
50). Activities that exceed predetermined PSD thwkls amounts are subject to a more
rigorous application and review process. Such giesvinclude the operation of turbines and
gas flares. For oil and gas activities, these requents translate into the requirement for a
permit to flare gas during well testing (a safetgasure) or when operating smoke-
generating equipment such as diesel-powered gengrat

401 Certification: Under 18 AAC 15.120, a person who conducts amatipe that
results in the disposal of wastewater into the watdhe state need not apply for a permit
from ADEC if the disposal is permitted under a Maél Pollution Discharge Elimination
System (NPDES) permit. When a NPDES permit is dawusder Section 401 (33 U.S.C. §
1341) of the Clean Water Act, ADEC does not reqailgeparate permit, but participates by
certifying that the discharge meets State and fédeater quality standards. When an
application is made to EPA, a duplicate must leslfivith the ADEC and public notice of the
certification application is published jointly byPB and ADEC (18 AAC 15.140 and 40
C.F.R. 8 125.32). As a result, the State and Fédessiews run concurrently.

Contaminated Site Cleanup For new releases of hazardous substances, AS
46.04.020(a) requires that a person causing origergna discharge of oil "immediately
contain and clean up" the discharge. Similarly, #509.020(a) requires that a person
causing a release of a hazardous substance o#tmeoithmake "reasonable efforts” to contain
and clean up the hazardous substance after leanhitng release. AS 45.09.020(b) requires
DEC to develop guidelines prescribing general ploces and methods to be used in
containment and cleanup of a hazardous substaiibese procedures and methods have
been established under 18 AAC 75. A responsielegn is a person who is required under
AS 46.04.020 or AS 46.09.020 to contain or perf@mleanup of a hazardous substance.
The Alaska Department of Fish and GameThe ADFG evaluates the potential effect of
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any activity on fish and wildlife, their habitatné the users of those resources. ADFG
requires permits for certain activities in Statengarefuges, sanctuaries and critical habitat
areas. Special Area management plans provide guedelor certain activities within many
legislatively designated areas. By statute, thesasaare jointly managed with ADNR.
Permits are conditioned to mitigate impacts.

ADFG Special Area Permit: For activities in a legislatively designated argach as
a game refuge, a game sanctuary or critical haared), a Special Area Permit is required
(AS 16.20 and 5 AAC 95).
The Alaska Department of Transportation and PublicFacilities): The ADOTPF designs,
constructs, operates, and maintains State tramgmort systems, buildings, and other
facilities. The ADOTPF evaluates potential impaots State transportation systems and
facilities. The ADOTPF is also responsible fowisg permits for the portions of the project
within the existing road rights-of-way that ADOTR#anages. Prior to any construction of
the project, the ANGDA must enter into an agreemétit ADOTPF to address: a highway
indemnification agreement; alignment of portionstled pipeline within highway rights-of-
way; construction scheduling; pipe haul permitghlway maintenance; state airports; and
other issues necessary to protect the State’sestter
The Alaska Department of Labor and Workforce Develpment (ADOLWD): The
ADOL reviews practices and procedures pertainingotaupational safety and health;
mechanical, electrical and pressure systems; age &wad hour codes to protect employees.
The ADOL has been apprised of the ANGDA proposattsy can evaluate the impacts
relating to occupational safety and health for gecton of employees.
The Alaska Office of Homeland Security (AOHS):The AOHS is the single, statewide
focal point for coordinating the State's effortspievent terrorist attacks, reduce Alaska's
vulnerability to terrorism, minimize the loss ofelior damage to critical infrastructure, and
recover from attacks if they occur. AOHS has stilgsed many procedures in order to
improve the flow of information throughout the goveent and to the private sector.
Alaska Department of Revenue (ADOR):The mission of the Department of Revenue is
to collect and invest funds for public purposes.
The Regulatory Commission of Alaska (RCA):The RCA regulates public utilities by
certifying qualified providers of the public utiitand pipeline services; and ensuring that
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they provide safe and adequate services and fesibtt just and reasonable rates, terms and
conditions.
The Alaska Attorney General's Office (AGO): The AGO is responsible for prosecuting
violations of State laws and provides legal sewit® all executive agencies. The AGO
reviewed the proposed lease document and provetgd hdvice related to this application.
On the advice of the ADNR Commissioner, the AG@esponsible for seeking a prohibition
or mandatory injunction from the superior court remedy any violations or potential
violations of the right-of-way lease or AS 38.35.
The U.S. Department of Transportation, Office of Ppeline Safety (USDOT/OPS)The
U.S. Department of Transportation’s (USDOT) Redearand Special Programs
Administration (RSPA), acting through the Office Ripeline Safety (OPS), administers the
Department’s national pipeline safety regulatorggsam, pursuant to Chapter 601 of 49
USC to assure safe transportation of natural gasplpum and other hazardous materials by
pipeline. RSPA has regulatory responsibility fquegdine safety, protecting high consequence
areas (including environmental and public safefyipeline security, pipeline integrity,
pipeline spill planning and response. This respalitsi includes setting and enforcing
pipeline standards, researching causes, controlir@blems and assisting states, local
governments, recognized tribal governments androHezleral agencies. OPS develop
regulations and other approaches to risk manageimersisure safety in design, construction,
testing, operation, maintenance and emergency mespaf pipeline facilities.
The U.S. Environmental Protection Agency (EPA)
National Pollution Discharge Elimination System (NP®ES) Permits: The Federal
Clean Water Act requires an NPDES permit to relgedleitants into the waters and
wetlands of the United States. The permitting sysie designed to ensure that
discharges do not violate State and Federal watality standards by identifying
control technologies, setting effluent limitatiorad gathering information through
reporting and inspection. Typically, approved deacjes are covered by a general
permit developed through a public review procegsrahe specific location of a
proposed discharge has been identified by the BP#iAuthorization to Discharge.
When a general permit for a specific geographicabhaloes not exist, proposed
discharges are subject to an individual approvacgss and a NPDES permit. A
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NPDES permit covers the discharge of drilling mucisttings and wash water, as
well as deck drainage, sanitary and domestic wadessalination unit waste, blow-
out preventer fluids, boiler blowdown, fire contreystem test water, non-contact
cooling water, uncontaminated ballast and bilgeevgatexcess cement slurry, water
flooding discharges, produced waters, well treatrflaids and produced solids.
The U.S. Army Corps of Engineers (COE):The COE is a federal agency responsible for
assessing impacts of the proposed activity on aguedources, endangered species, historic
properties, water quality, environmental effectd ather public interest factors. Compliance
with section 404(b)(1) of the Clean Water Act asllvees the measures they consider
necessary for the protection of wildlife resourae reviewed. Under the Endangered
Species Act of 1973, endangered species that frédhe area are identified and the effect
the proposed activity might have on them or theibitat is considered. In some cases, an
environmental assessment or environmental impaatersent may be required by the
National Environmental Policy Act.
Section 10 of Rivers and Harbors Act of 1899 (33%C § 403):If work is
anticipated on or in (or affects) navigable watar€OE permit is required. A section
10 permit addresses activities that could obstnastigation. Oil and gas activities
requiring this type of permit would be exploratidnlling from a backup drill rig,
installation of a production platform, or constiootof a causeway. The process and
concerns are similar to those required for sectioa approval and, at times, both
may be required.
The U.S. Coast Guard (USCG) The USCG issues permits for structures over raoley
waters and oversees vessels, marine oil spillsiexrnunal safety.

PUBLIC PROCESS

The ANGDA conditional lease application (ADL 2292%nd the information contained

within the case file constitute the ADNR adminisitra record used in this Commissioner’s
Analysis, Proposed Decision and Action. Coordingtate agencies, as defined in AS
38.35.230, were furnished copies of the ANGDA ctiodal lease application. Other state
and local government agencies, towns, native catjpors and tribal governments within the
project’s vicinity were notified of the locationee ANGDA conditional lease application
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was available for review. Copies of the applicatisere made available to the public, at
cost, and were placed on the Joint Pipeline Offiebsite at www.jpo.doi.gov.

Public notice of the application was sent to sitkisee (63) post offices around the state for
posting. Additionally, public notice of the apgi®on was placed on the Joint Pipeline
Office website and on the Department of NaturaldReses Public Notice website.

Letters were sent to communities within the viginif the proposed pipeline route and to
other communities that may be impacted by thisqmtpjsuch as Tok and Valdez. Private
property owners adjacent to or impacted by the gsegd right-of-way received individual

notice. Other individuals, companies and orgarozetiidentified as being interested in this
project were also notified by individual notice. ditionally, a bulk mailing was sent to all

active postal boxes in Glennallen and to individuaétween Eureka and Glennallen in an
attempt to notify as many people as possible ofajy@ication. The bulk packet included a
form to complete and return to the ADNR to be adteé database being maintained to

contact individuals and groups of ADNR actions tia&e place on this application.

Public notice of the application was published e tFrontiersman on May 3, 2005;
Anchorage Daily News, Fairbanks Daily News Minegnksula Clarion, and Valdez Star on
May 4, 2005; Mukluk News, Delta Wind, Seward Phadrog, and Cordova Times on May
5, 2005, and the Chickaloon News and Copper VaNegkly on May 11, 2005.

The ADNR, OPMP will coordinate the Alaska Coastaridgement review on the ANGDA
pipeline project. A final consistency determinatio#il be made for that portion of the
project that falls within the coastal zone. Thesistency review will be done in conjunction

with the public review of this Analysis and Propd$ecision.

The Chickaloon Tribal Council and residents of Swdton and Chickaloon areas requested
the ADNR meet with them to explain the ADNR’s prssdor this project. On June 8, 2005,
representatives of the SPCO and the ANGDA atteramlesieeting in Chickaloon. The

meeting was informal and a means of exchangingnmdtion. The agency representatives
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discussed the proposal, the ADNR process, theesutle ANGDA would be doing during
the summer of 2005 and possible changes that cialdel place after the studies were
completed, such as route modifications. There vss a discussion on the types of plans
that would be required in the conditional leaseridMes people expressed concern about the
impacts this project could have on their commuaityl the land, the opening of areas that
are not currently accessible, the use of the rgiway by recreational users on snow
machines and all terrain vehicles (ATVS), impactshte fish and game in the area used for
subsistence, and the environmental impacts durimg ¢onstruction, operation and
maintenance of the pipeline. The SPCO has contihadtive contact with the Chickaloon
Tribal Council and various individuals tracking theject.

The ANGDA and/or its contractors have also condiligteblic meetings in Chickaloon,
Sutton, and Glacier View to inform local residergbout the project, address social,
environmental and technical aspects and answertignesrelated to the route. These

meetings were informal and were not attended by RBaff.

LAND ISSUES
Land Status

State Patented and Tentatively Approved Lands:The Gas Pipeline Group
reviewed land title information to confirm the sfattitle to the land encompassed by the
proposed conditional lease application. A formdetireport will be done on the lands

managed by ADNR prior to issuance of the Right-cdiyW.ease.

The State of Alaska has title to approximately 8esnof the ANGDA route, including

uplands and submerged lands. Lands owned by theetsity of Alaska, the Mental Health
Trust, the Alaska Railroad Corporation and othevgte entities are not included in this
right-of-way leasing process or this Analysis andp@sed Decision.

State Selected LandsThe State of Alaska selected four townships in Eoeeka
area from the Bureau of Land Management (BLM)h#de lands are transferred to the State
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prior to issuance of the conditional lease, thel$awill be included in the lease. At this time
the ANGDA has not applied to the BLM for the usdasfds within these four townships.

Municipal Lands: In accordance with AS 29.25, the Matanuska Su8mr@ugh or
other qualifying boroughs along the ANGDA route eligible to select state land under the
Municipal Entitlement Program. As a result, sonaestands along the ANGDA route have
been transferred to boroughs. The Matanuska SuBnaugh has municipal selections and
deeded lands that are adjacent to the proposed ANGjbt-of-way. The borough does not
hold an interest in lands under selection. If tade transferred to the borough prior to
issuance of the conditional lease, the approvedrey@nce or deed will exclude lands
covered by the ANGDA conditional lease.

Third Party Interests on State Lands: Third party interests on state land are
authorizations held by an entity or individual thady affect the right-Oof-way lease. These
authorizations may be issued for any of the follayvi

1. Rights-of-way for roads, trails or utilities, incling RS 2477 routes;

Right-of-Way Lease for TAPS (ADL 63574);
Leases for commercial or municipal purposes;
Material Sales;

Oil and Gas Leases;

Mining Claims; and

N o g A~ w D

Land sales for subdivisions, agriculture, homesteadd remote parcels.

An attempt has been made to notify third partidgecééd by the project. Public notice has
been and will be placed in newspapers of statewiidelation and in newspapers of general

circulation in the vicinity of the proposed project

Relationship to Other Pipelines: The proposed project begins at the Trans-Alaska
Pipeline System (TAPS) right-of-way north of Glethaa on lands owned by Ahtna

Corporation. This project must not interfere witte toperations of TAPS, including the use
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of state land subject to the TAPS right-of-way, eptcas may be approved in writing by the

Commissioner.

The ANGDA will be required to develop site-specifiesigns for those areas that may
impact TAPS. The construction drawings may includech items as: insulation
requirements, drainage and erosion controls, saéetess, daylighting, ditching, support of
foreign pipeline, geometry and separation of pipgdi installation methods and backfill
requirements, restoration, ground-water considmmatiCP systems, and signage, as well as

other items to ensure the safety and integrityotih Ipipeline systems.

Specific codes and other authorizations that regugeline crossings include, but are not
limited to:
* 18 CFR - Conservation of Power and Water Resources;
* 49 CFR 8193 - Transportation of Natural and Othas ®y Pipeline: Minimum
Federal Safety Standards; and
» State of Alaska Right-of-Way Lease, ADL 229297.

The Yukon Pacific Corporation (YPC) holds a corafiil lease (ADL 413342) for the
Trans-Alaska Gas System (TAGS) that generally vadlahe TAPS route from Prudhoe Bay
to Port Valdez. A conditional lease conveys norggein land, property or resources of the
state, or any preference or priority rights to atipalar right-of-way or alignment. The
issuance of the conditional lease to YPC does moigmt the Commissioner from issuing
other leases or authorizations. Because the TA{g8maént has not been finalized, there is a
possibility of alignment changes, which may or may impact the ANGDA proposal.

State/ Federal Coordination

The planning, design, construction, operation, te@mance and termination of the project
will be subject to regulation and oversight by nvous state and federal agencies. The
ADNR understands that close coordination is esaketdiavoid unnecessary duplication of
efforts, and to provide for consistent and effitistate/federal oversight and monitoring of
the pipeline system.
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In order to facilitate the expeditious constructeand initial operation of the pipeline system,
the Commissioner will work, in consultation and petation with the ANGDA and relevant
agencies, to ensure consistency between the tamthga@nditions of: the lease; the state’s
consistency determination for the right-of-way unttee ACMP; the permit issued for the
pipeline system by the COE under Section 404 ofGlean Water Act; and other state and

federal regulations and policies that apply.

The Commissioner and ANGDA recognize that when censral arrangements with respect
to the project are sufficient to secure financithg initial capacity of the pipeline and other
components of the project, may change or need tibieer optimized. To the extent that
any part of the project is to be so modified, tHeGDA will provide to the Commissioner
relevant applications and supporting materials. e TANGDA will not commence
construction of any modified components of the geojuntil after the Commissioner has
reviewed and approved the modification request @wlied, as appropriate: (i) any
amendment to the lease necessitated by such pobpusgification to the project; and/or (i)
any Notice to Proceed or amendment thereto neaess$iby such proposed modification to

the project.

Pipeline Location
The selection of the right-of-way route can funatas an important mitigation component in
a variety of ways. The ANGDA used the following geal criteria, to the extent reasonably
practicable, in the selection of the pipeline route

» Utilize existing transportation corridors;

» Utilize previously disturbed lands to the extensgible;

 Maximize use of existing facilities such as workpadhighways, access roads,

airports, material sites, disposal and communioadites;

* Minimize crossing roads and highways;

* Minimize impacts to cross drainage;

* Reduce the use of thaw-unstable slopes as muabsagfe;

* Minimize traversing areas with frost susceptiblésso
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* Avoid bracketing roads and highways between tharahfas pipeline right-of-way
and existing rights-of-way;

* Minimize adverse impacts on the environment;

* Avoid sensitive areas;

* Minimize negative socioeconomic impacts to the camities in the pipeline
corridor; and

« Maximize route cost effectiveness.

The construction right-of-way for the pipeline reutn state lands subject to this Analysis
and Proposed Decision is 300 feet. The width ofplemanent right-of-way on state lands
will be 50 feet, 25 feet each side of the pipeteaterline.

The route for the project falls within the ChitnadaPalmer Recording Districts. The state lands
along the route are generally described in Comifihease Exhibit A. The pipeline route passes
through, or is proximate to, the following borougnd communities (including
unincorporated), and regional and village corporeti
1. Borough
a. Matanuska-Susitna Borough
2. Regional Corporations
a. Ahtna Corporation
b. Cook Inlet Region Inc.
3. Village Corporations
a. Chickaloon Village Traditional Council
b. Chickaloon Moose Creek Native Association, Inc
c. Tazlina Inc.
4. Communities — Incorporated and unincorporated
a. Glennallen
b. Lake Louise
b. Glacier View
c. Chickaloon
d. Sutton — Alpine
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e. Palmer
f. Wasilla

The unincorporated community of Knik-Fairview wile impacted by this proposal if the
pipe is off-loaded and stored at the Point MacKerport and trucked to the construction

sites.

Land Ownership Line List: The proposed length for the project is approximyatd8 miles,
with approximately 88 miles of the pipeline crogsstate land, whicincludes uplands and
submerged lands. The state land total does natdacUniversity of Alaska, Mental Health
Trust or Alaska Railroad Corporation lands. A ledescription for the state lands crossed by
the proposed right-of-way is provided in Conditibhaase Exhibit A. The state land list
was created using the state land status plats, Banainistration System records, tentative
approval and patent documents, specific case diteichents, and the BLM land status plats.
The land list is subject to refinement or changé¢hasalignment changes, title is transferred
or as new information is received by the ADNR.
Access to and Along Navigable and Public WatersAS 38.05.127(a) specifies that before
the sale lease, grant, or other disposal of amyast in State land adjacent to a body of water
or waterway, the Commission shall:
1. determine if the body of water or waterway isigable water, public water,
or neither; and
2. upon finding that the body of water or waterviayavigable or public water,
provide for the specific easements or rights-of-wagessary to ensure free
access to and along the body of water, unless tran@ssioner finds that
regulating or limiting access is necessary for otheneficial uses or public

purposes.

The identification and management of the beds wofgadle waters is a priority of the state.
In 1980, the state established a comprehensivegalality program to respond to federal
land conveyances and land management activitiegrutite Alaska Statehood Act, the
Alaska Native Claims Settlement Act (ANCSA), ane tAlaska National Interest Lands
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Conservation Act (ANILCA). Pursuant to the provisso of those acts, the federal

government has issued navigability determinati@nsifany of the lakes, rivers, and streams
throughout the state in an effort to establishestat federal ownership of the submerged
lands. Navigability determinations may be made rptiostate land disposals to ensure that

adequate public use easements are reserved.

The conditional lease for the project includes stieeambeds of all navigable waters, as

determined by the state, along the entire route.

Land Classification
In order for ADNR to issue a conditional lease, freject must be compatible with land
classification designations and applicable locahnping and zoning ordinances. The
proposed project traverses state lands subjedtegddlowing area or management plans
prepared and approved by the ADNR:

Susitna Area Plan (SUAP adopted 1985, amended ;1993)

Copper River Basin Area Plan (CBAP adopted 1986]; a

Matanuska Valley Moose Range Management Plan (Métmege established by

legislation in 1984, plan adopted 1986).

A review of the above referenced plans shows thatproposed pipeline is
consistent with the uses described in the plansoappd by ADNR. The land use
designations for the lease area are for coal dpueat, forestry, timber resources,
wildlife habitat, reserve use, settlement, pubdicreation, habitat protection, personal

use timber harvest, sand and gravel, and geothermal

State Forest Plan: The Division of Forestry (DOF) publishes a FiveareSchedule of

Timber Sales every two years which identifies pithtimber sales areas. The Five-Year
Schedule is meant to inform the public, timber stdy local governments, and other
agencies of potential State timber sales and pegvid basis for public comment and
identification of issues. The Five Year ScheduleTahber Sales, 2005-2009, does not
identify any lands involved in the right-of-way ftine pipeline. The ADNR Timber Sales
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schedule does not include timber sales by the UWsityeof Alaska or the Alaska Mental
Health Land Trust, both of which manage the tindades on their respective lands.

State Wildfire Plan: The DOF fire management planning, preparednsgppression
operations, prescribed fire, and related activéiescoordinated on an interagency basis with
the full involvement of state, federal and locatgmment cooperators. The DOF, BLM, and
the U.S. Forest Service fight fires within theipfaction areas on all land ownerships. None
of the agencies in Alaska have the resources redjtiraccomplish the fire protection job on
their own; therefore cooperation reduces the dapba of facilities and services. The DOF
has a cooperative agreement with the Departmemgculture and Interior and numerous
local government and volunteer fire departmentseip with fire suppression. The State and
Federal agencies routinely utilize each other'spenel and resources to both manage and

fight fires. This is efficient and cost effectiverfall the agencies.

In 1984, the State of Alaska adopted the Nationgdragency Incident Management System
Incident Command System concept for managing riéssuppression program. The Incident
Command System guiding principals are followed ih waildland fire management

operations. All state departments adopted the émti€ommand System in 1996 through a

Governor’'s Administrative Order.

The ANGDA shall develop a Fire Control Plan thagntfies methods that will be used to
prevent and suppress fires near the right-of-wal retated facilities. This plan will utilize
approved measures, as described in the plan, temrend suppress fires on or near the

right-of-way and its related facilities.

Local Planning and Zoning The ANGDA must comply with all applicable locdbpning
and zoning ordinances in all phases of the projactuding pre-construction and design,

construction, operations and maintenance and tetrmimactivities.
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Mineral Closing Order: There are no known mineral closing orders thatildrampact this
project, other than the previously discussed aidagtified in the Susitha Area Plan or the

Copper River Basin Area Plan.

Access to, Along and Across the ANGDA ProjectThe ANGDA proposes to access the
right-of-way by utilizing existing access roads atrdils. New access roads are not
anticipated; however, if it is determined new ascissrequired the ANGDA will apply for
the access under AS 38.05. It is the policy of ADINRt access roads and the right-of-way,
including workpads, if any, will be open for theeusnd enjoyment of the public unless one
of the following situations apply:

1. Upon the approval of the Commissioner, the ANGDAymestrict or prohibit
public access over access roads being used fortraotign or termination
activities;

2. Upon the approval of the Commissioner, the ANGDAymegulate or prohibit
public access to areas of the Right-of-Way to itaté operations or to protect the
public, wildlife, or livestock from hazards assdeih with the operation of the
pipeline; or

3. Upon approval of the Commissioner, the ANGDA mayutate or prohibit public

access for reasons related to the security ofifredipe system.

After commissioning the pipeline and with the Corssimoner's approval, the ANGDA
intends to remove and revegetate any new roads ateatnot necessary for access to
maintenance points, relief, valves, or for pipekegurity.

Where the project crosses existing highways, reemitrails, the ANGDA will be required
to design the pipeline to withstand the expectaffitt During construction of the pipeline,
the ANGDA will be required to provide alternativecass routes for existing roads and trails
that cross the right-of-way, and restore existinogds and trails to their original or better

condition and location.
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Possible Use ConflictsLand use and existing use conflicts may occuinduconstruction of
the pipeline. These conflicts should be short tenah diminish after the pipeline is in place.

The existing highway rights-of-way are used as dpantation corridors. Since utilities,
driveways and other ADOTPF authorized encroachmargscurrently located within the
corridor, mitigative measures will be required tmimize the conflict with these uses during
construction. Driveway access to homes, businesseseational areas and hunting and
fishing areas may be temporarily interrupted oiresded during construction of the pipeline.

Access will be restored to its previous or bettardition.

DESCRIPTION OF RESOURCES AND EXISTING USES ALONG THE ANGDA
PROJECT ROUTE

Mineral Resources

The Susitna Area Plan addresses the subsurfacef tise lands for each management unit.
Each management unit has a statement as to whbtharea is open/closed to location and
available/unavailable for leasing. In managementsutmat are open or available, mineral
development is encouraged and accommodated consmgtl state law, the area-wide land

management policies set in the plan, the statemehtsnanagement intent and the
management guidelines. Primary surface designatwifisnot be construed to prevent

mineral development.

Historically, coal production ceased in the Mat&augalley not because the resource was
exhausted or difficult to mine but because the miaekaporated; rather diesel engines
replaced steam locomotives and the power plarfEsrtRichardson Army and Elmendorf
Air Force Bases converted from coal to natural g&e. local market for residential heating
has not been large enough to sustain significaaltm@duction in the Matanuska region
since 1968.
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Limestone and haydite sources are also known fwrésent in the Moose Range. (Haydite is
used to make strong, yet lightweight, concretethBoe expected to be of a marketable type

and amount. Placer deposits do exist, though itdahamounts.

The DGGS determined the oil and gas potential todreexistent in areas north of the Castle
Mountain fault and low potential to the south.dltunlikely marketable oil and gas resources

exist within the Moose Range.

Vegetation

The project area supports upland spruce hardwo@s$tsy moist tundra, low bush bog and
muskeg and high brush. The lowland spruce-hardwiooelsts are dominated by black

spruce with some balsam poplar, quaking aspen amerpbirch. The under story is

comprised of dense brush of green alder, thindddedr, willows, prickly rose, Labrador tea,

bunchberry, grasses, forbs and mosses are commtredarest floor. Trees and shrubs in
the area have the potential to live 75 to 200 yéatsfew areas escape the wildfires that
occur about once every 100 years. The severe dimapeated fires, discontinuous

permafrost and braided drainage systems have edsnlcomplex vegetation patterns.

Common berries found in the Copper and Matanuskieygaare low bush cranberry,

raspberry, rosehips, low bush blueberry, crowberied currants.

Wildlife

Amphibians and Reptiles: The wood frog is the most widely distributed frag i
Alaska and can be expected in the project areaey Hibernate through the winter Wood
frogs feed primarily on insects and small animald,an turn, are preyed upon by birds and

larger animals.

Mammals: A variety of terrestrial and aquatic mammals ocalang the ANGDA
corridor: shrews (common and dusty), voles, elitttown bat, wolf, coyote, red fox, lynx,
river otter, wolverine, marten, weasel (ermine),rtex mink, muskrat, bears (black and
brown), moose, caribou, Dall sheep, mountain geqtirrels (red and northern flying),

beaver, muskrat, small rodents, porcupine, and show hares. Distributions of individual
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species of mammals vary with respect to the ANG@#&idor, with some occurring along
the length of the corridor and others occurringyanlspecific locations within the corridor.
While the significance of larger herbivores, such rmoose and caribou, and of their
predators, such as wolves and bears, is apparanty smaller species play important roles
in tundra and taiga ecosystems. For example, henduing rodents can be very numerous and
are important prey for many birds and mammals dnt fplay a key role in ecosystem
function. Likewise, shrews feed on insects andraghgall invertebrates, helping check insect

populations, and in turn are prey for a varietyn@immalian and avian predators.

Birds: The project corridor provides habitat for morertt290 breeding bird species
and serves as a major migration route for many speties. Compared to the rest of Alaska,
the diversity of land birds is high because thetlseun sections of the corridor are located
within a major migration corridor and a number pesies use this corridor to reach their
northern range limit. However, extreme winter weatsends most birds traveling south,

leaving only about 25 year-round resident species.

Songbirds that may occur in the area have beeadlias Migratory Non-game Birds of
Management Concern by the USFWS. Designated Statglaska Species of Special
Concern in the area includes the Olive-sided Ftfuat Grey-cheeked Thrush, Townsend’s

Warbler, and Blackpoll Warbler as Species of Sp&amancern.

Birds that may be found along the ANGDA right-ofyniaclude ducks, geese, swans grouse,
ptarmigan, loons, grebes, hawks, eagles, owlsesallsandpipers, plovers, gulls, terns,
woodpeckers, chickadees, nuthatches, warbler, @wslIflycatchers, jays, magpies, crows,
ravens, thrushes, kinglets, pipits, waxwings, swjk starlings, blackbirds, sparrows,

buntings, finches, tanager, larks, jaegers, dduasmingbirds, and kingfishers.

Fish: Fish species in the rivers and streams along tte-af-way corridor include
chinook, coho, chum, sockeye and pink salmon. &ails in the rivers and streams and
lakes include rainbow trout, Dolly Varden, lakeutosuckers, burbot, whitefish, sculpin and
Arctic grayling. Northern Pike may be present.néspine and three-spine stickleback are
in the Matanuska Moose Range water bodies.
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Subsistence Resources:

Subsistence fishing and hunting are important fe €conomies and cultures of many
families and communities in Alaska. Subsistencstexlongside other important uses of fish
and game in Alaska, including commercial fishingors fishing, personal use fishing, and
general hunting.

The ADFG reports that 55 percent of householdauralrareas participate in game harvest
subsistence activities and 80 percent harvest 8absistence along the project area is low in
relation to Western and Interior Alaska.

The subsistence food harvest in rural areas remiesdout 2 percent of the fish and game
harvested annually in Alaska. Although this is tigkly small in the statewide picture,
subsistence fishing and hunting provide a major plathe food supply for rural Alaska. The

average wild food harvest for urban areas averaggmunds per person per year.

The larger rivers along the project corridor, sashthe Matanuska, King, and Chickaloon
Rivers, support subsistence fishing. In additomse of fish and wildlife, subsistence users
harvest wild edible plant products, such as beaiesg the project corridor.

Hunting:

The proposed pipeline falls within State Game Mamagnt Units 13 and 14. State
management boards, appointed by the governor, lisstathe regulations for wildlife
resources and the ADFG oversees the managemenieofreisources based on those
regulations. The abundance of wildlife throughd state has long kept Alaska a popular
destination for resident and non-resident hunticttyiy. State revenues have increased since
1993 as a result of increased resident huntingrapging license fees. The economic value
of hunting in Alaska annually exceeds $100 milli@xcluding the value of subsistence

harvests.
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More people hunt moose than any other of Alaskajsgame species. Moose are very
important to Alaska subsistence and non-subsisténog¢ers using areas traversed by the
project corridor, as well as to guided nonresideniters using areas away from the corridor.
The Matanuska Valley Moose Range along the soutbdge of the Talkeetna Mountains
north of Palmer and Sutton, was created in 198 dtect and enhance moose habitat while
permitting other land uses. AS 16.20.340 desighatanagement of the Moose Range “...to
maintain, improve and enhance moose population$iabiat and other wildlife resources of
the area and to perpetuate multiple use of the, ameluding...mineral and coal entry and

development and other forms of public uses comjeatiith these purposes.”

The Palmer Hay Flats State Game Refuge was establisy the Legislature in 1975 and

expanded in 1985. Its purpose is “to protect anesgnve the natural habitat and game
populations” (AS 16.20.032). Palmer Hay Flats iglta square mile complex of forest,

wetlands, tidal sloughs, lakes and tideflats. Maasd bog communities predominate. The
area subsided in the 1964 earthquake, before whistipported a drier grassland habitat.
Easy access and proximity to over half of Alaskagulation has made the refuge one of the
most important recreational areas in the States ¢ine of the two most popular waterfowl

hunting areas in Alaska. The refuge is locatedmoftAnchorage at the head of the Knik

Arm in Cook Inlet.

Fisheries:

Fishing throughout the Copper River region is thenpry use of the resources because of
the wide variety of fish resources and the proximit a large population center. The lakes
and streams are fished by local anglers and th@deravel from Anchorage and Fairbanks
areas. Grayling and lake trout are the primary iggecaught during the open water season

and burbot are harvested during the winter.

The Lake Louise-Susitna Lake system, Crosswind | daanuska, King and Chickaloon
Rivers are popular fishing rivers. There is no omrcial fishery on these rivers. Salmon are

fished in the larger rivers.
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Each year fishermen spend over 15,000 angler day€aitonwood Creek and Wasilla
Creek/Rabbit Slough fishing for coho and sockeymesa within the Palmer Hay Flats State
Game Refuge. The 28,000 acre refuge encompassesotitbs of the Knik and Matanuska

rivers.

Socioeconomics and Land Use:
The project area was settled and developed fdisheries, gas, timber, tourism, agriculture,
wildlife, and minerals. Residents generally enjoysteong economy based on resource

development, tourism, subsistence use, and regreati

The area along the Glenn Highway has abundant res®uncluding scenery, mineral and
energy resources development. The pipeline willmmimize recreation opportunities or
diminish visual or habitat values. Publicly ownladd along the highway, Caribou Creek
and corridors along the Chickaloon and Nelchinal3raill be retained in public ownership
to protect habitat, provide personal use timbed ansure existing access to recreational
opportunities, subsistence uses and sport huntidgfiahing. Impacts to undeveloped land

will be minimal.

Land uses in the area are residential, subsistestaed, commercial, native-owned, parks,
refuges, sanctuaries, public trails and recreatidhe road right-of-way is a transportation

corridor for vehicles, ATVs, snow machine use, padestrians.

The Kings River area, where the Chickaloon Traijibe, contains forested land and has
recreation access for skiing, snow-machining, ashirfg in the area. The Matanuska River
is popular with commercial and private river rursmdérom approximately the Chickaloon
River to the Kings River. The Palmer Hay Flatst&t@ame Refuge, Matanuska Valley
Moose Range and Bonnie Lake are popular huntisginy, hiking and fishing areas. These
areas have high scenic and public recreation vaodgart of the area is accessible by road.
The Purinton Creek and Cascade Creek areas alsol@mpportunities for public recreation
and personal timber use, offering winter recreasativities, including snow machine use

and cross-country skiing. A sheep mineral licknishe area and a branch of the Chickaloon
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Trail runs through the area. All public lands apen to oil and gas development. Finally,
the Coal Creek area, across from the Chickaloonkinds River area, has potential for

settlement, coal development, recreation opporasand personal use forestry.

Recreation and Tourism:

The majority of land along the proposed projectaseundeveloped and recreation remains a
major land use. Common recreational activitieduie hiking, sightseeing, car-camping,
backpacking, hunting, trapping, sport fishing, riitoating, kayaking, canoeing, power
boating, nature photography, wildlife viewing, bepicking, plant collecting, dog mushing,

snow machining, skiing and mountain biking.

Scenic views are an important resource in Alaskfitseeing and car camping are primary
activities along the state’'s highways. The Glenghwiay National Scenic Byway from
Anchorage to the Little Nelchina River (138.5 mjldsllows a path carved by ancient
glaciers. The highway follows the braided Matarsuskver for over half its length and
winds through some of the most impressive terraiearth. Winters present a splendid sky
show when the Northern Lights dance among the stapped mountains, while summers
bring endless days to roam in fields of wildflowarsd ancient forests.

The basis for much of Alaska’s tourism industryitésnatural resources. Natural resource
based tourism includes visits to national and Statés, viewing wildlife and scenery, back
country travel, rafting and boating, skiing and t®msports, ship cruises, photography,
fishing and hunting. In addition, Alaska’s cultudiversity and history help make it a major

tourist attraction.

The number of total arrivals (visitors and residecdmbined) for October 1, 2002 through
September 30, 2003 was approximately 2,531,700lpedpomestic air was the dominant
mode of arrival for full-year visitor arrivals, amenting for approximately 51 percent of all
visitor arrivals. Cruise ship arrivals were the®®d largest category, accounting for 40
percent. Highway visitor arrivals accounted fgoegcent, international air for 2 percent and
ferry arrivals for 1 percent of all 2003 full-yeasitor arrivals. Approximately 84 percent of
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visitor arrivals for 2003 took place during the suer season — May 1 through September
30.

In 2002, Travel and Tourism Sales (the total spamdlly and on behalf of travelers) totaled
$2.4 million in the State while the Core Industityg( direct impact of end-providers of goods
and services to travelers) generated $851 milliotocal value or 3.0 percent of Alaska’s
Gross State Product. Using the Core Industry digfin travel and tourism is the third
largest private sector employer and the fourth al@r the State with 25,996 direct full-time

equivalency jobs.

Cultural Resources:

The Alaska State Historic Preservation Office reggiia comprehensive archaeological
ground survey of the entire final spur line corrigwior to any ground disturbing activities

such as centerline staking, development of grauttes,sand staging areas for pipeline
materials, taking place. A Cultural Resource Rxedg®n Plan must be completed and
approved by the Commissioner. Any pipeline realignta, new access roads or material site
locations will be reviewed for site conflicts prit any land disruption activities taking

place.

The ANGDA identified 25 recorded sites found in t@éfice of History and Archeology
(OHA), Alaska Heritage Resources Survey (AHRS) imittne mile of the proposed pipeline
corridor. Two of these sites might be located wattiie proposed 300 foot construction right-
of-way corridor shown on the Alignment Sheets 12U .of the sites of concern date from
the historic period of human occupation. Prehistsiies are listed in the AHRS database for
this region; however, none of these sites are éocat proximity to the proposed pipeline

route.

The proposed pipeline route passes through 12 mfl@&ureau of Land Management lands
(approximately PLMP 59.5 to PLMP 79.5) along thetih@dge of the Glenn Highway. The
Eureka Lodge (ANC-0485), and Wickersham Cabin andb@Iding (ANC-0774) are in
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close proximity to the proposed right-of-way. Thar&ka Lodge is part of a complex of
buildings located on a private in-holding adjadenthe Glenn Highway.

PROPOSED RIGHT-OF-WAY RELATED ACTIVITIES AND POTENT IAL
EFFECTS ON RESOURCES

The project consists of three phases, with diffepeaposed project activities for each phase.
Pre-construction and construction represent thet fihase, operation and maintenance
comprise the second phase and termination is fing &imd final phase. The state and its
resource agencies will work with ANGDA to developtigation measures for potential
adverse environmental, social and economic effedtise project.

Construction activities will create the greatedeptial for adverse effects to the environment
and to people living in or traveling in the constian area. The season and method of
construction for the pipeline will be designed tanmmize potential impacts to the
environment. Most of the pipeline will be burieddammnce the project is in the operational
phase, potential impacts to people and fish andlifélresources along the right-of-way will

be greatly reduced from the impacts experienceshguwonstruction.

The proposed route is primarily within existinghigpf-way corridors and lasting impacts to
waterbodies are not anticipated. Pipeline constmicactivities will be conducted in full
compliance with state and federal statutes andagas to minimize the potential effects to

local drainage patterns, stream diversion or ingpaxtvildlife or habitats.

Once the pipeline is operational, there will beyomiinor activities that provide evidence of
its presence, other than the surface structureh, @sivalves and CP systems. Compressors at
the beginning and terminus of the pipeline will loemanned and visited by maintenance
inspectors on a specified regular schedule. Thepoessors will be equipped with low-noise

compressor units to reduce the potential impactsdsurrounding environment.
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The operation of the pipeline system will involvelya relatively small staff. The ANGDA
has not identified where the staff will be basetle Operations and maintenance facilities

will be minor during operation of the pipeline sst.

Some minor short-term land use conflicts will ocbatween the existing land uses during
the construction of the pipeline. The proposed eoutilizes existing section line, utility

easements and highway corridors to the extent lplessi

Existing utilities, pipelines, driveways and ot#dDOTPF authorized encroachments may be
located within the proposed corridor. The ANGDAIlIvide required to take mitigative
measures to minimize conflict with these uses.vé@way access to homes, businesses, and
recreational and hunting/fishing areas could beptaarily interrupted during placement of
the pipeline. Access will be restored to previ@asmdition as required in the ADOTPF
Utility Permits.

In the course of construction the pipeline, adda@iodemands may be placed on public
services in the vicinity. The state’s resource agenwill develop ways to mitigate potential
adverse economic, social and environmental effgdise project.

Mineral Resources:

The project should not impact mineral resourcestha vicinity. Commercial mining
activities will be allowed to the extent that thenmg activity does not cause damage or
threaten the pipeline. Mechanical mining will na &llowed within the pipeline right-of-

way. However, gold panning may be allowed dependmthe equipment used.

Vegetation:

Concerns regarding impacts to the physical enviemirthrough erosion, sedimentation, ice
formation, mass wasting, thawing of permafrost syrend the disruption of surface and
ground water flow will be addressed through desigview and implementation of plans

processes.
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Wildlife:

Amphibians and Reptiles
During construction and maintenance activities afiphs and reptiles that utilize the
construction area may be disturbed; however, timegacts are expected to be short-term and
will be mitigated to the extent possible. Operatidrihe pipeline is not expected to result in
amphibian and reptile behavioral changes.

Mammals
Long term behavioral changes or changes in hab#gat such as migration, calving and
nesting are not anticipated. Impacts are expeotbe short-term and will be mitigated to the
maximum extent possible. The pipeline will primaribe buried, which will allow for

continued large animal migrations.

Bear, fox and other animals can be attracted tostcoction sites A Human/Carnivore
Interaction Plan will be required prior to any #ebctivity taking place. This plan will
address such things as the use of covered garlmdairers, prohibiting storage of food

materials, waste handling, sediment controls, amihmzing the extent of disturbance.

Birds
Noise and other disturbances can affect nestingspisuch as bald eagles. Minimum
distances will be maintained and project activitrgd comply with the Bald and Golden
Eagle Protection Act.

Fish
Adverse impacts to fish and wildlife due to rivendastream crossing activities during
construction, operation or maintenance of the pipelvill be minimized by complying with
the statutes and regulations of the ADNR, OHMP. iNatream work may occur from
spring to early fall where fish are known to bevspiag.
The following streams and rivers along the projeotridor have been catalogued as

anadromous and are subject to the requirement$aflA14.870.
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Table 4: Anadromous Fish Streams
Anadromous Fish Streams that may be Crossed oct&fidoy the ANGDA Corridor

Stream Name ADFG Stream Number
Matanuska River 247-50-10220

Eska Creek 247-50-10220-2095
Tributary of S. Matanuska River 247-50-10220-2098
Tributary of S. Matanuska River 247-50-10220-3015
Granite Creek 247-50-10220-2105

Little Granite Creek 247-50-10220-2341
Tributary of N. Matanuska River 247-50-10220-3012
Kings River 247-50-10220-2115
Chickaloon River 247-50-10220-2171
Moose Creek 247-50-10220-2085
Caribou Creek 247-50-10220-2341
Carnegie Creek 247-50-10260-2019-3076
Mendeltna Creek 212-20-10080-2431-3142
Mendeltna Creek 212-20-10080-2431-3122
Tolsona Creek 212-20-10080-2431-3082
Tazlina River 212-20-10080-2431-2431
Durham Creek 212-20-10080-2431-3075
Spring Creek 247-50-10260-2019-3020
Woods Creek 212-20-10080-2431-3122-4010

Source: ADFG Catalog of Waters Important for SpiagnRearing or Migration of Anadromous Fishes92.9

Anadromous stream identification was prepared foe ANGDA and evaluated for
constructability of the pipeline, including visualspections of the soil and local geology,
hydrologic and hydraulic factors, potential envimntal concerns, and miscellaneous
factors impacting and/or aiding construction wevaleated. All stream crossing activities
will be in accordance with applicable state andefall regulations. The type, timing and
conditions upon all crossings and removal of wétem fish bearing rivers, streams and
natural lakes will be subject to prior written apyal by OHMP
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Subsistence, Hunting and Fisheries:

Because the pipeline will be primarily buried,|éttmpact to subsistence, hunting and fishery
resources, other than temporary interrupted adoesdjacent areas, is expected. The primary
areas of concern are river and stream crossingsevdubsistence fishing occurs. The design
criteria and final route selection is intended totect the overall environment and avoid
adverse impacts to subsistence resources, inclustthgduling construction activities to

avoid impacting fishing, hunting and disturbancevttallife.

Socioeconomics:

The project will provide direct and indirect econonbenefits to the Matanuska-Susitna
Borough, Municipality of Anchorage, and the StateAtaska through payment of royalty,
severance, city and property taxes. The project asy result in capital expenditures being
distributed into the local economy. Gas-relatedpleyment includes direct and indirect
employment in the oil and gas and construction stries. In addition, vendors provide gas
supplies and services; including grocery storeselbmotels and gas stations, and private

and public sector jobs are generated through aitted economy.

Alaska Statute 36.10 requires the Commissioneh®fiepartment of Labor and Workplace
Development to enforce a 90% Alaska resident haquirement for designated job
classifications on certain public works contradisotighout the state. The current job
classifications affected by this requirement arelbayers, carpenters, electricians, laborers,
equipment operators, insulation workers, culinargrkers, cement masons, painters,
ironworkers, mechanics, truck drivers, welders,feo® plumbers and pipefitters, and
piledriver occupations. The ANGDA, as a public argiion and an instrumentality of the

state, are required to comply with this statute.

An estimated 680 workers are expected to be emgl@tethe peak of the construction
activity and will be housed in existing faciliti@sthe Matanuska-Susitna Borough or in field
camps on private land. No field camps will be ¢nrged on State lands. This number will
be reduced during the operational phase of theptoj
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Negative socioeconomic impacts should be localieéd, short duration, and may include an
increase of heavy duty equipment and trucks, whatkld result in slower travel times along
the roads and highways adjacent to the project. dithadhally, temporary access to

backcountry may be limited during constructiondafety reasons.

Recreation

The area along the Glenn Highway has an abundahaesources including scenery,
minerals and energy resource development. Larnslingle area are residential, subsistence
related, commercial, native-owned, parks, refugasctuaries, public trails and recreation.
The highway right-of-way is a transportation cooridor vehicles, ATVs, snow machines,
and pedestrians. Mitigative measures will be takeprotect visual and habitat values and to

ensure recreational opportunities are not minimededg the proposed pipeline.

No facilities or operations may be located in a narthat blocks public access to or along
navigable and public waters (AS 38.05.965 (13) @d) unless the Commissioner finds that
regulating or limiting access is necessary for otteneficial or public uses. Access to the
backcountry for hunting, recreation, timber, coainimg and settlement by motorized

vehicles, including ATVs or snowmobiles, or by fawtl remain as unobstructed as safety
allows during pipeline construction, operation andintenance. Temporary access controls,
in compliance with State and Federal regulationgy tne used to protect the pipeline and

construction operations from vandalism, theft, atiter inappropriate activities.

Cultural Resources:

The Alaska Historic Preservation Act prohibits gpgporopriation, excavation, removal, injury
or destruction of any state-owned historic, prahist(paleontological) or archaeological site
without a permit from the Commissioner. If anyesitare discovered during the course of
pipeline construction, maintenance, operationsteamination activities, the activity must
cease and the SHPO and the appropriate coastattdisttified immediately. The SHPO
requires a comprehensive archaeological groundeguo¥ the entire final corridor prior to
any ground disturbing pre-construction activitissch as “centerline staking, developing
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gravel sites, and staging areas for permanent ipg@ehaterials.” A Cultural Resource
Preservation Plan must be approved by the ADNR. SHEO will be asked to review this
plan to ensure its concerns are addressed. Additimview for site conflicts will be

conducted if any realignment of the right-of-wayrator is approved.

An Information Use Agreement entered into betwesm ADNR, Office of History and
Archaeology (OHA) and the ANGDA in January 2005tniets access to cultural resource
information by the general public in order to patt&nown resources. Because of this
agreement, the full report is “Confidential” andnist available to the public nor will it be
placed on the JPO website. However, the SHPO haswgd aRedacted Cultural Resources

Reportthat is on the JPO website for public review.

ANALYSIS AND DECISION OF REQUESTED ACTION

This constitutes the Commissioner’s Analysis anopBsed Decision as required under AS
38.35.080. The ADNR will provide public notice tiie availability of copies of this
Analysis and Proposed Decision and the draft comdit lease, and of the public’s
opportunity to provide written comments to the ADN&ing the comment period, ending at
5:00 p.m. on April 24, 2006. Public hearings wi# beld in Palmer, Sutton, Chickaloon,
Glacier View, Glennallen and Anchorage during Mar2806. The Commissioner will
consider written comments received within the comimperiod and oral and written

comments from the public hearings. Written commmenday be faxed to (907) 646-5012.

The ADNR is conducting this process consistent with provisions of the agreement
between the State of Alaska and the Federal rezedrsovereign Tribes of Alaska (the

“Millennium Agreement” signed April 11, 2001).

The Commissioner will consider public comment asdue a Final Decision under AS
38.35.100 after the public comment period. Thislgsis and Proposed Decision will form
the basis of the Final Decision required under 833.100. It may be amended in response
to public comment or, in the event that no charayesmade, it will be adopted as the Final
Decision. Copies of the Commissioner’s Final Diecisand the conditional lease, if one is
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offered, will be available on-line at www.jpo.dag or hard copies will be available from
the ADNR at cost.

TECHNICAL AND FINANCIAL ANALYSES
Under the provisions of AS 38.35.100, the Commissias required to determine whether

the applicant is fit, willing and able to constraetd operate the pipeline in a manner that will

be required by the present or future public intere$f the Commissioner makes the

determination favorably, then he may offer a leada. making the determination, the

Commissioner is required to analyze the applicatagainst the following statutory

requirements:

1.

Pursuant to AS 38.35.100(a)(1), does the propossel of the right-of-way
unreasonably conflict with existing uses of thedlanvolving a superior public
interest?

Pursuant to AS 38.35.100(a)(2), does the applibame the technical and financial
capability to protect State and private propertgriests?

Pursuant to AS 38.35.100(a)(3)(A), does the applidaave the technical and
financial capability to take action to the exteatisonably practical to prevent any
significant adverse environmental impact, including not limited to, erosion of the
surface of the land and damage to fish, wildlifd #reir habitat?

Pursuant to AS 38.35.100(a)(3)(B), does the apmiidaave the technical and
financial capability to take action to the exte@asonably practical to undertake any
necessary restoration or re-vegetation?

Pursuant to AS 38.35.100(a)(3)(C), does the apmlidzave the technical and
financial capability to protect the interests aflinduals living in the general area of
the right-of-way who rely on fish, wildlife and hio resources of the area for
subsistence purposes?

Pursuant to AS 38.35.100(a)(4), does the applibame the financial capabilities to
pay reasonably foreseeable damages for which they mecome liable or claims
arising from the construction, operation, maintex@aor termination of the pipeline?
Pursuant to AS 38.35.100(a)(5), has the applicgreeal that in the construction and
operation of a pipeline within the right-of-way th@plicant will comply with, and
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require contractors and their subcontractors topdpmwith applicable and valid laws
and regulations regarding the hiring of residefiitthe state then in effect or that take

effect subsequently.

A discussion of the six criteria is provided belolihe discussion of financial capability is

consolidated into criteria number six.

CRITERIA 1: Does the proposed use of the right-of-way unreasobly conflict with

existing uses of the land involving a superior pulit interest?

Existing roads will be used to access the projédew access roads would be applied for
under AS 38.05.

Where the project crosses existing highways, readstrails, the pipeline will be designed to
withstand the expected traffic. Alternative acaeages may be required during construction.
All roads and trails must be restored to theirioagor better condition upon completion of

construction of the pipeline.

Land uses along the pipeline corridor include resil, subsistence related, commercial,
native-owned, parks, refuges, sanctuaries, putditstand recreation. State legislation and
land use plan classifications along the route uidiclg the Matanuska Valley Moose Range,
Susitna Area Plan, and Copper River Basin Area,Rlamot prohibit the use of the land for
pipeline purposes. The DOF Five Year Scheduleimb&r Sales does not include any lands
within the pipeline corridor. There are no knowmenal closing orders that would conflict

with this project

SUMMARY FOR CRITERIA 1:

The granting of a conditional lease does not giveléssee an interest in land or the right to
exclude the public from the right-of-way. In additj this project is subject to state and
federal laws. The design, construction, operatioaintenance, and termination of the project

must be undertaken in a manner consistent with itond and stipulations included in
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various federal permits and authorizations, incigdia Clean Water Act Section 404

(wetlands) permits from the COE, and Clean Water @ection 401 permits and Coastal
Zone Management Act / ACMP determinations from $tt@te in support of the Section 404
permits. Project activities also must be conduateal manner consistent with the conditions
in the conditional lease, Title 41 Fish HabitatrRiés, AS 38.05 rights-of-way and land use
permits, Temporary Water Use Permits, SHPO regulaiiADEC requirements, and other
state and local laws and requirements. Based @raitt that a conditional lease does not
grant an interest in land and the fact that anyréuproject is subject to the issuance of an
unconditional lease and compliance with the foregolaws, regulations, and other

requirements, the project does not unreasonablylicomith existing uses involving a

superior public interest of state land along theppsed route.

CRITERIA 2: Does the applicant have the technicahnd financial capability to protect

State and private property interests?

The Right-of-Way Leasing Act requires consideratbdrihe applicant’s technical capability
to protect state and private property intereste $tate property interests at stake in this
application are the state highway transportatistesyis and other state lands over which the
pipeline will pass.

The ANGDA is a public corporation and an instrunaditt of the state located within the
Alaska Department of Revenue has the authority raedns to contract with entities that
have a significant background in constructing aradntaining natural gas pipelines. At the
present time, the ANGDA cooperates has a strongingrelationship with companies with

gas pipeline and large project experience suchasdfje and Enstar.

The ANGDA has the authority to issue bonds in otdefinance the project. Bonds issued
by the ANGDA are not the obligations of the statgther they are paid for from project
revenues. The conditional lease requires thatANG&DA defend, indemnify and hold
harmless the state, its agents and employees fruimagainst all causes of action and
damages of any kind arising out of or related @ANGDA'’s interests in the leasehold.
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The conditional lease also requires the ANGDA tovpte liability and property damage
insurance in the principle amount of one milliorlais ($1,000,000) prior to issuance of the
first preconstruction permit. The State is sedured and bonded, which means that the
ANGDA may not provide ADNR with liability insurangeolicy from a private bonding or
insurance company. However, a document showingttte is willing to insure this project
will be required. Additionally, the ANGDA is reqeid to provide Workman’s Compensation

insurance in the principle amount of one milliorlas ($1,000,000) per occurrence.

Prior to initiating field activities project-spemfplans must be submitted to ADNR for
approval. The plans must be developed to meeifgpperformance standards set out in the
lease regarding protection and management of haatkr and air resources that may be
potentially affected by the construction and operabf the pipeline. The purpose of the
plans is to avoid, abate and diminish problems thay arise from the project. Some plans
may not be required until the ANGDA enters into Right-of-Way Lease. The following is

the list of plans, including the plan objects aedf@rmance standards:

(1)  Air Quality

Plan Purpose and Objective This plan will provide the criteria and basic
methodology and serve as the basis for the detpithing and design work
for the mitigation of potential air quality impactassociated with the
construction and operation of a natural gas tramapon pipeline from
Glennallen to Palmer.

Performance Standard The Lessee shall implement this plan to avoidrehe
practical or minimize potential adverse air qualitypacts and to ensure that
air emissions are in accordance with applicabléee&tad Federal standards.

(2) Blasting

Plan Purpose and Objective This plan will provide the criteria and
methodology for any blasting that will be undertak@ connection with
construction. The plan will provide environmentalveell as technical criteria
including, but not limited to, environmental prdiea, mitigation, and
restoration methodology; public safety; and TAP&gxtion, if applicable.

Performance Standard The Lessee’s blasting activities shall be conelict
in a manner to protect employees and members opulic, avoid where
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practical or minimize impacts to the fish and wiiellresources, and protect
public and private structures including TAPS.

3) Clearing

Plan Purpose and Objective This plan will provide the criteria used to
determine the clearing boundaries, method of dedpasse or storage of
overburden, slash, timber and other vegetation.

Performance Standard The Lessee shall provide a clearing plan detailin
clearing methods for pre-construction, constructionperation and
maintenance activities. The plan shall include méshaddressing disposal,
utilization or storage of slash and overburdenp@mand other vegetation. In
addition, buffer zones and visual effects shallaoelressed. The plan shall
also include brushing methods for the operationahsp of the pipeline
system.

(4) Corrosion Control

Plan Purpose and Objective This plan will serve as the basis for the
mftegrlty program and will describe the method®¢oused for early detection
of corrosion.

Performance Standard The Lessee shall have an approved integrity
management program, which shall include corrosimstegtion, mitigation,
assessment, and repair, and be based upon bestadskcindustry practices,
applicable laws, regulations and the NACE standards

(5) Cultural Resource Preservation

Plan Purpose and Objective This plan will show how cultural resources will
be protected during the construction, operation arantenance or other
activities.

Performance Standard The Lessee shall develop, establish and mairtain
Cultural Resource Protection Program to precludgatiee impacts to
significant cultural resources by avoidance orthis is not possible, to
preserve significant data. The Lessee will coordingith the Alaska State
Historic Preservation Office in the development af project-specific
Programmatic Agreement for Cultural Resource Ptiatec

(6) Environmental Briefing

Plan Purpose and Objective This plan will provide a continuing education
program for management and the labor force to enthat environmental
concerns are properly addressed.
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Performance Standard The Lessee shall ensure that all employees will b
provided with the knowledge to perform work in ammar that complies with
all State and Federal statutes, regulations anctig®l pertaining to the
protection of fish, wildlife and other environmehtaesources; lease
stipulations; and permit conditions required byulatpry agencies.

(7) Erosion and Sedimentation Control

Plan Purpose and Objective This plan will provide the criteria and basic
methodology for developing detailed designs andceulares to control
erosion and sedimentation during construction gmeration of a natural gas
transportation pipeline project.

Performance Standard The Lessee shall implement methods described in
this plan to minimize project-related erosion ardisientation in streams,
rivers and wetlands.

(8) Fire Control

Plan Purpose and Objective This plan will identify methods that will be
used to prevent and suppress fires near the righep and related facilities.

Performance Standard The Lessee shall utilize approved measures
described in this plan to prevent and suppress @ireor near the right-of-way
and its related facilities.

(9) Liquid Waste Management

Plan Purpose and Objective This plan will provide the criteria and basic
methodology and serve as the basis for the detplthing and design work
for the collection, transportation, management, afisposal of wastes
generated by construction and operations of a alatgas transportation
project.

Performance Standard The Lessee shall develop, establish and maimtain
liquid waste management program to implement tieggartion, minimization,
and the proper collection, handling, transport disgposal of the liquid waste
produced by all phases of the project includinggestruction, construction,
operation and maintenance, and termination. Tlaa ghall provide the
methods used to manage point source and non-paoumtes liquid waste in
accordance with applicable State, Federal, and lpocaernment codes and
standards.

(10) Material Exploration and Extraction
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Plan Purpose and Objective This plan will provide a comprehensive
discussion of the criteria and methodology formgjtideveloping, operating,
and restoring material sites needed for the pr@adtfor spoil disposal from
the sites.

Performance Standard The Lessee’s plan shall describe the criteria and
methodology for siting, developing, operating, amdtoring material sites
needed for the project and disposal of spoil frov s$ites in a manner that
minimizes environmental and social impacts.

(11) Oil and Hazardous Substances Control, Cleanup andiBposal

Plan Purpose and Objective This plan will provide the detailed procedures
for assessment and cleanup of oil and hazardowsgagude contamination that
may be encountered during any field activity, anlll pvovide the criteria and
basic methodology for a comprehensive managemesgrgm to control,
cleanup, and dispose of oil and hazardous substarsszl in the construction
and operation of a natural gas transportation pipel

Performance Standard The Lessee shall develop, establish and mairtain
comprehensive Oil and Hazardous Substance Conttaarindrogram,
providing the methods to be used to integrate gmessment, prevention,
minimization, collection, handling, transport andpbsal of oil and hazardous
substances in accordance with all applicable Statk Federal requirements
during the construction, operation, maintenancetandination of the natural
gas pipeline.

(12) Overburden and Excess Material Disposal

Plan Purpose and Objective This plan will ensure that overburden and
excess materials are disposed of in a manner thtgqs the environment and
that overburden to be used for restoration purpisspoperly stored.

Performance Standard The Lessee shall dispose of spoil material within

right-of-way construction zone to the extent preadti The placement of the
spoil material shall utilize techniques to avoid mimimize environmental
disturbance, such as impacts to vegetation. Ifsjh@l material cannot be
completely distributed within the right-of-way, theessee shall develop
approved spoil disposal sites. Mineral and orgamiaterials useable for
rehabilitation and restoration purposes shall bgreggmted from other
materials and stored for future use.

(13) Pesticides, Herbicides, Chemicals

Plan Purpose and Objective This plan will provide the criteria and basic
methodology to develop a comprehensive managemesgrgm for the

Commissioner’s Analysis, Page 55 of 88 2/24/06
Proposed Decision and Action
ADL 229297



control, use, cleanup, and disposal of pesticitieshicides, and chemicals
used in the construction and operation of a nagaaltransportation pipeline.

Performance Standard The Lessee shall use only non-persistent and
immobile types of pesticides, herbicides and otkBemicals currently
registered by the Environmental Protection Agenogl @ahe State. Each
chemical to be used and its application constisiatl comply with applicable
State regulation. All applications will be conderttby a certified pesticide
applicator in the category of "Right-of-Way" or argther appropriate
category or supervised on site by a certified peii applicator. Pesticides
should be transported, stored and disposed of diogprto the label and
applicable laws and regulations.

(14) Pipeline Contingency

Plan Purpose and Objective This plan will describe measures to plan and
prepare for pipeline failures.

Performance Standard The Lessee shall develop plan(s) to address
uncontrollable events that could have a significadverse impact on the
operation or integrity of the pipeline and its agpoances, or that could be
hazardous to persons or property. The Lessee siwdlide provisions for
natural gas control, specify that the action agencresponsible for
contingency plans in Alaska shall be among the forde notified in the event

of any pipeline failure resulting in an natural gakase, provide for immed-
iate corrective action including control of theeate and restoration of the
affected resource, and allow for approval of argpdsal sites or techniques
selected to handle disposal of materials.

(15) Quality Assurance/Quality Control

Plan Purpose and Objective This plan will ensure that the Lessee (including
sub-contractors and vendors) pipeline activitiemgly with all State, Federal,
and local government laws and other requirememidustry codes and
standards and internal policy and programmaticiremqents.

Performance Standard The Lessee’s quality assurance/control program
shall be comprehensive and designed to assure ttat applicable
requirements of 49 CFR 8192 and the environmentad &echnical
stipulations of the lease will be incorporatedhe final design and complied
with throughout all phases of pre-construction, starction, operation and
maintenance and termination of the Pipeline. Thaliguassurance/control
program shall document compliance with the lease.

(16) Restoration
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Plan Purpose and Objective This plan will describe the practicable
methodologies to return disturbed lands to a nhtanadition.

Performance Standard Upon completion of use, the Lessee shall restore
disturbed areas to an acceptable condition ashedtlin the approved plan to
the satisfaction of the Commissioner.

(17) River Training Structures

Plan Purpose and Objective This plan will develop a process to monitor
rivers and streams along the right-of-way for bardgsion. The plan shall also
include a description of the river training struetsl

Performance Standard: The Lessee shall implement measures to protect the
pipeline from river and stream bank erosion in adance with all applicable
State and Federal requirements. Bank protectidnriaer training structures
shall be used when required to stabilize erodimk®and to control the flow
along a pre-selected alignment. In addition to e¢hdsscribed in the approved
plan, the following structure types are suitableudse in streams: revetments,
channel stabilization aprons, spurs, guide bankke glugs, biological
stabilization techniques, and stabilization usiagural materials.

(18) Solid Waste Management

Purpose and Obijective This plan will provide the detailed procedures fo
safe disposal of solid wastes generated durindialuyactivity.

Performance Standard The Lessee shall develop, establish and maimtain
comprehensive Waste Management Program pursuaailt applicable State,
Federal and local requirements for the preventimimimization, and the
proper collection, handling, transport and dispasiathe wastes produced
during all phases of the project including condiom; operation and
maintenance, and termination.

(19) Stream, River and Floodplain Crossings

Plan Purpose and Objective This plan will provide design criteria and basic
methodologies for the various crossing structunes will be used in pipeline
construction to minimize impacts to fish passagatewquality, sedimentation
and erosion by maintaining natural flow regimes.

Performance Standard The Lessee’s stream and river flood plain cragsin
shall not significantly alter the natural flow reg of those waterbodies,
except during construction and maintenance of tis&setures. Construction
and maintenance-related disturbance to stream bsimidé be stabilized to
prevent project-related erosion and rehabilitatedemuired. Installation of
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structures in fish streams shall be approved by Gbenmissioner or the
Department of Fish and Game, depending on thedjaeton.

(20)  Surveillance and Maintenance

Plan Purpose and Objective This plan will describe the Lessee’s program to
surveil and maintain the pipeline and right-of-way.

Performance Standard The Lessee shall conduct a surveillance and
maintenance program applicable to the sub-arctit arctic environment.
This program shall be designed to protect publialtheand safety; prevent
damage to natural resources; prevent project-cklatesion; and maintain
pipeline integrity.

(21) Visual Resources

Plan Purpose and Objective This plan will describe how visual resources
will be protected or mitigated during constructiaperation, maintenance,
and termination of the natural gas transportatipelme.

Performance Standard The Lessee shall prevent or mitigate, to therxt
practicable, impacts to visual resources duringgaestruction, construction,
operation and maintenance, and termination a&suiti

(22) Wetlands Construction

Plan Purpose and Objective This plan will describe methodologies that will
be used to minimize impacts to wetlands habitats.

Performance Standard The Lessee shall minimize the alteration of dagan
patterns in wetlands. The effects of frost bulbwgtoon groundwater flow in
sensitive wetlands shall be minimized or avoideléa@ing of trees, brush and
tall vegetation shall also be minimized to reducapacts to wetlands.
Construction in wetlands shall, to the extent pgassibe scheduled when the
ground is frozen. For wetland construction, theidoto Proceed package
shall include relevant information on the followingross drainage control,
erosion control, siltation control, clearing, reading, and revegetation.

(23) Seismic

Plan Purpose and Objective This plan will describe the measures to be
employed to protect the pipeline from seismic aigtiv

Performance Standard The pipeline system shall be designed, where
technically feasible and practicable, by appropriapplication of modern,
state-of-the-art seismic design procedures to piteaey natural gas leakage
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from the effects (including seismic shaking, groudéformation and
earthquake-induced mass movements) of earthqual@sy ahe route.
Environmental damage from a leak shall be minimibgdspecial design
provisions that shall include, but not be limited @ network of ground-
motion detectors that continuously monitor, recand instantaneously signal
the occurrence of ground motion in the vicinitytbé pipeline reaching the
operational design level; and rapid programmeddswn of the pipeline and
prompt close inspection of system integrity in #eent of ground motion
reaching the contingency design level. Prior tolyppg for a Notice to
Proceed for any construction segment, the Lessesl atisfy the
Commissioner that all recognizable or reasonaliriad faults or fault zones
along the alignment within that segment have bdentified and delineated,
and that the risk of natural gas leakage resultiogh fault movement and
ground deformation has been adequately assessegrawided for in the
design of the pipeline for that segment. Evaluatbsaid risk shall be based
on geologic, geomorphic, geodetic, seismic, anero#tppropriate scientific
evidence of past or present fault behavior and Sleatompatible with design
earthquakes tabulated above and with observediomrdaips between
earthquake magnitude and extent and amount of metayn and fault slip
within the fault zone.

(24) Human/Carnivore Interaction

Plan Purpose and Objective This plan will provide design criteria and basic
methodologies for various pipeline activities that be used to minimize
human/carnivore interactions and will describe ieasures to be employed
to provide employees with adequate training anditedge to deal with the
potential dangers associated with interactions éetwhumans and bears and
other carnivores.

Performance Standard The Lessee shall minimize the occurrence of
human-carnivore interactions during pre-constructmnstruction, operation
and maintenance, and termination activities bynigkineasures to prevent
interactions between humans and carnivores. This ghall contain personnel
safety guidelines developed in consultation with ADFG.

(25) Water Quality Monitoring Plan

Plan Purpose and Objective This plan will provide the criteria and basic
methodology and serve as the basis for the detpliething and design work
for the prevention, control and measurement of kajeality impacts
associated with the construction and operation wataral gas transportation
pipeline through Alaska.
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Performance Standard The Lessee shall implement this plan to ensusé th
point and non-point water pollution sources arevenéed controlled in
accordance with applicable State and Federal stdada
In the event the plans do not provide the detaledior site-specific data required to support
the final design or to guide the conduct of the stauction, operation, maintenance and

termination of the pipeline system, additional @pglementary plans may be required.

The plans, or other plans as required, will sahftine array of methods available to meet the
requisite performance standards. The selection spexific method will depend on the

geographic region and site-specific conditionsiaruenstances.

The Notice to Proceed procedures set forth thee sdgproval process and provide an
umbrella process that is intended to ensure thoat,ebch field activity proposed to be
undertaken, all regulatory reviews, public procesg] permits are in place prior to the start
of such field activity. Pursuant to these proceducertain significant field activities (e.g.,
major activities involving construction of the pime system) will require a Notice to
Proceed from the Commissioner, while other moreomireld activities may require other
written authorizations from the Commissioner. Gertigeld activities may require written
authorizations by other State and Federal agengieter State or Federal statutes or

regulation, either alone or in addition to an auttation from the Commissioner.

Pre-construction land use activities, such as &sld wildlife surveys and right-of-way

staking, would be applied for and authorized sepirainder AS 38.05.

The final planning phase of the project will requIANGDA to ensure pipeline system
integrity and prevent leaks, establish proceduwendnitor performance to ensure continued
integrity, develop a plan for response, and enslieeconstruction area is rehabilitated in
accordance with permit conditions. Among other nemuents, the following pipeline design
and operation standards must be complied with:

* 49 CFR 8190, “Pipeline Safety Programs and RulentgpRirocedures;”

* 49 CFR 8191, “Transportation of Natural and Othas By Pipeline; Annual Reports,

Incident Reports, and Safety-related Condition Resgoand
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* 49 CFR 8192, “Transportation of Natural and Others@y Pipeline: Minimum
Federal Safety Standards.”

Pipeline construction techniques will be desigredvoid or minimize impacts to public and
private lands and the environment. Work in sevssitiabitat will be conducted in a manner
that minimizes damage to the underlying vegetasind wildlife. Design and construction
measures will be employed to prevent, minimize,repair any damage to project area
vegetation. The state resource agencies will woitk Whe ANGDA to develop ways to
mitigate potential adverse environmental, social anonomic effects of the project and to

protect state and private property interests.

Impacts from pipeline termination activities wile Isimilar to those related to construction

activities.

Physical Resources

The ANGDA selected the route using existing tramstmn corridors (Glenn Highway, Parks
Highway, Trunk Road, and existing utility and roadsements), which reduces the need for new
roads. The use of existing facilities and corredwiill also reduce the impacts to the surrounding

environment.

Biological Resources
The project may have varying impacts on the biaabenvironment including:
1. Anadromous and Resident Fish;
2. Wildlife, including Threatened, Endangered, or &t8pecies of Special Concern;
and

3. Vegetation/Wetlands.

1. Anadromous and Resident Fish The OHMP are involved in the design review,
construction, and monitoring phases of the projeamitigate impacts to anadromous and
resident fish resources. The effect of the pipelome groundwater, maintenance of fish
passage, and sedimentation at or near known sapenning areas is a concern of ADFG
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and OHMP. Environmental plans (Design CriterigarBl and Programs) are intended to
address sedimentation and erosion, groundwater, 8ovwwam and river crossings, and water
guality as they affect anadromous and resident 8spulations will be developed to provide

specific fish and wildlife protection measures.

2. Wildlife may be affected in the following ways

a. Direct mortality from collisions with vehicles, stiing (hunting and destruction
of nuisance animals), and stress (exhaustion) frarassment;

b. Passive or active disturbance caused by humanitesjvespecially during
critical periods or seasons (calving, denning,ingsbreeding, winter);

c. Indirect loss of habitat through displacement ofimais or disruption of
movements and migrations;

d. Direct habitat loss through physical alteration;

e. Attraction to artificial food sources; and

f. Contact with and contamination of food by pollugnéspecially fuel and oll

spills.

The above effects to wildlife may occur along timtire pipeline route during construction
and operation of the project; however it is expeéctat the majority of wildlife impacts will
occur during construction. Plans will be requiredhe right-of-way lease to address these

concerns.

The ADFG or appropriate federal agency will addregecies listed as threatened or
endangered under the Federal Endangered Speciemédhe state administered Species of
Special Concern program. Currently, there are derfly listed species along the proposed
project route; however, the Peregrine Falcon remain the State of Alaska Species of
Special Concern list, maintained by the CommissiehédDFG. This classification requires
the avoidance of nesting period disturbance fromflging aircraft, other noisy activities,
ground level activities, and construction near ratts during critical nesting times. In

addition, activities that could have negative intpatiroughout the year (not only during
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nesting periods) include habitat alterations, aoiesion of permanent facilities, and pesticide

use.

The project may remove some fish and wildlife hatbftom production through wetland
fills, construction of gravel workpads, and develgmt of mineral material sites. Such
losses will be greatest in the short term and beélimitigated as restoration and revegetation
occurs following construction. Habitat losses dopkrsist for the life of the project or
longer, such as areas covered by permanent fasilidind certain drainage structures.
Additional losses may occur from accidents suchaege fuel spills or from construction
activities resulting in the siltation of aquatic bitat.  Finally, habitat may become
unavailable as a result of project-related ac@sitthat may disturb or displace wildlife or
block fish migration. Habitat losses or reducedilability of habitat to fish and wildlife

populations ultimately may adversely affect sulesise uses of such populations.

Animals may suffer direct mortality from vehicletaral collisions, fuel spills, stress,
defense of life and property, or other mechanisifise Human/Carnivore Plan requires the
employees, agents, contractors, subcontractors tiagid employees to be informed of

applicable laws and regulations relating to huntfrgiing, trapping and feeding of animals.

3. Vegetation/Wetlands The project requires the clearing of a constomctzone on State
land along the pipeline route. The width of theacing will vary depending on the
topography, construction method, and the faciliteebe placed on State land. In no instance
will the clearing on state land be wider than tbestruction right-of-way. The clearing of
vegetation from the construction zone is one ofghmary impacts during construction. In
addition, compaction of the organic layers may Itegu additional seasonal thawing.
Vegetation removed will be burned, buried, chippedauled to a designated disposal site.
Marketable timber will be cut and stacked alongrthige and made available to the public as
firewood. The method of disposal will depend upgbe location being cleared and the
removal method used. The improper disposal ofsthgh could result in insect infestations

that could damage the adjacent forested areas.
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The application of construction methods to minimizi@ry to vegetation through the use of
special construction methods, including the usécefand snow pads to support working
equipment and to provide access roads to haulgidesquipment will be determined by the
design criteria. The project will take advantage tloé¢ natural protections provided to
vegetation during winter dormancy. Rehabilitatidraceas that are disturbed by construction
will be performed according to the criteria and heelologies described in the design
criteria, and the plans submitted and approved Hgy @ommissioner. The rehabilitation
program will integrate other programs such as @genand erosion control, visual resource
protection, and fish and wildlife protection, amoothers, in the selection of site-specific

rehabilitation methods.

A COE 404 Permit for wetland construction actistessociated with this project is required
prior to beginning construction. Impacts to wetlanwill be mitigated through the use of
construction techniques and design measures tamziaialtering the characteristics of the

wetlands.

The proposed design calls for a buried pipelingh wie possible exception of fault crossings
and stream or river crossings. The design critenéew process will evaluate whether the
gas pipeline should be buried for its entire lengthvhether it should be elevated in certain
areas (e.g., ice rich soils, unstable soils, amdirgst water aquifers). Accordingly, the end
result could result in portions of the pipelinerggielevated to ensure the protection of the

environment.

Subsistence

Rivers and streams with subsistence fisheries ma@saof concern along the project area.
Design criteria and construction and operation gdoces will be designed to minimize the
negative impact to individuals using the riversstneams for subsistence purposes. These
measures, which are designed to protect the ovemlironment, include scheduling
construction to minimize fish and wildlife distur@e, route selection, and design to

minimize adverse impacts to the environment.

Commissioner’s Analysis, Page 64 of 88 2/24/06
Proposed Decision and Action
ADL 229297



Public Safety

The project has the potential to affect public satdong the pipeline route. The ANGDA
and agencies are committed to making the projesafes as possible. This is accomplished
through the design review and monitoring of the starction. The state will focus its
attention on fire protection, high-pressure rekefd emergency venting, spills or leaks,
shutdown systems, physical environmental consiggrst noise control, adherence to
applicable design codes and regulations, persamailing, and quality assurance/quality

control.

The pipeline may be subject to gas leaks as atrekgkismic activity, frost heave, ground

settlement or intentional human acts and is alpotantial risk to public safety. To reduce

this potential risk, the location of valve instéilbems as may be required to shut down the
pipeline in emergency situations or for routineaiep must be identified in the design criteria
approved by the Commissioner. Although most of gipeline will be buried, the above-

ground portions of the pipeline may have restrictedess to reduce the potential for
tampering and improve public safety. The pipelvi# also be designed with a system to
reduce corrosion due to a chemical reaction betwhensoil and the carbon steel pipe.
Another security measure includes signage on pklpie features, as required by USDOT
regulations. Additional security for the pipelinadapublic would be established through

aerial and ground reconnaissance.

Although the compressors will not be located oneskands, the state is concerned about the
public safety related to those facilities as corapoes are a potential source of gas leak
related incidents. The ANGDA is required to takeasures to protect the health and safety
of all persons directly affected by constructiorperation, maintenance or termination
activities, and to immediately abate any healtbadety hazards.

A pipeline surveillance and maintenance programtrbesapproved by the Commissioner
and implemented by the ANGDA. The goals of thisggam are to ensure pipeline operating
integrity and safety, and also prevent, identifyd aespond to any situations that could cause
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significant damage to the environment. This onggipeline Surveillance and Maintenance
Program will address potential adverse habitat atewquality impacts resulting from

unplanned events with pipeline performance.

All land and geodetic survey monuments encountetadng construction, operation,
maintenance, and termination of the pipeline systemst be marked and protected. These
monuments are not to be disturbed; however, iudistnce becomes necessary, per statute
the Commissioner must be notified in writing befosech disturbance occurs. The
Commissioner will provide instructions on the réagtishment or restoration of damaged or
disturbed survey monuments. Additional measures beyequired to protect monuments

and corners.

The ADNR proposes to issue a conditional lease tmaslnot obtained a final design for
review. When the design basis is received it wdl feviewed for compliance with the
USDOT regulations in 49 CFR 192, “TransportatiorNaftural and Other Gas by Pipeline:
Minimum Federal Safety Standards,” and other applie standards and codes. The pipeline
design must allow the pipeline to perform safely anthstand the conditions to which it will
be subjected, so long as it is maintained adequatélll pre-construction, construction,
operation and maintenance, and termination a@s/mnust be performed in accordance with
all applicable State and Federal requirements,<add standards, and lease conditions and

stipulations.

SUMMARY FOR CRITERIA 2:

A conditional lease does not vest a property isteire state land. To convent a conditional
lease to an unconditional lease, the Commissiongst rne provided with documentation
showing the ANGDA is technically and financiallypable of constructing and operating the
gas pipeline. When this documentation, the plang aitmer information is provided to

Commissioner, the Commissioner can make a decia®mo the technical and financial

capability of the ANGDA constructing and operatthg gas pipeline.
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The conditional lease requires the Lessee to sukmdence of financial commitment
sufficient to design and construct the pipelineisTihformation shall include letters of intent
for gas sales, letters of intent for gas purchas \aritten preliminary commitments for
construction financing. Additional evidence may lite financial plans, a summary of
project economics, and any other financial infoioratthat may be required by the

Commissioner.

CRITERIA 3: Does the applicant have the technicabnd financial capability to take
action to the extent reasonably practical to preven any significant adverse
environmental impact, including but not limited to, erosion of the surface of the land

and damage to fish, wildlife and their habitat?

The submittal of project performance standardsréwiew and written approval by the
Commissioner is required. These standards willngetihe constraints within which the
design criteria, final design, construction, operatand termination activities of the project
will occur. A Quality Assurance Program must be rappd concurrent with the final
pipeline design and must include the documenteahn@d and systematic actions necessary
to provide evidence that the ANGDA is satisfying thght-of-way lease requirements for
maintaining or protecting pipeline integrity, héalsafety, and the environment. The Quality
Assurance Program will require audits be perforrteeeénsure and document compliance
with the Right-of-Way Lease and other commitmentfie Quality Assurance Program will
continue to be used as the tool for monitoring caments made by the ANGDA in the
design of the project during the maintenance, deraand termination of the pipeline. The
ANGDA and its contractors and subcontractors arpired to comply with the Quality
Assurance Program. Any amendment to the Qualityirssge Program must be approved by

the Commissioner.

Additionally, a Construction Plan addressing thekixachedule and other information related
to the construction of the project is required.isTlan will be used by the State to develop a
comprehensive construction oversight strategy. orPto natural gas being transported
through the pipeline, a Surveillance and MainteeaRmgram, must be developed to detect
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and abate situations that endanger health, satetyenvironment or the integrity of the
pipeline.

The ANGDA must specifically plan and design, comsty operate and maintain, and
terminate the pipeline system in a manner to priesemous and irreparable harm or damages
to fish and wildlife resources, and consistent widderal and state conditions and
stipulations. The following is a summary of théommation provided by the ANGDA in its
application. Prevention of harm or damage to fisd aildlife resources will provide the
primary level of protection, and involves two kegss:

1) Identification of the fish and wildlife resouscen the area of the project and their

sensitivities to project activities or facilitiesnd

2) Applications of appropriate environmental pobin criteria in the planning and

design phases of the project.

The fish and wildlife resources in the area ofphgposed pipeline have been studied by OHMP. The
information on sensitive time periods and locatians available through state and federal resource
agencies. The ANGDA will coordinate with the stated federal resource agencies to evaluate and
update the baseline fish and wildlife informationdaassociated activity restrictions. Twenty-one
potential anadromous streams may be crossed by the pipefineeport recommends
construction methods for stream/river crossingsgcedion of the pipeline route at Mendeltna
Creek, Chickaloon River and Moose Creek and thditiadal subsurface investigation may

result in other relocations of the route.

Prevention of fish and wildlife resources damagehi@ planning and design phase of the
project involves selection of several key projdetreents, including:

» Pipeline route and facility locations;

* Pipeline system design;

» Construction methods;

» Construction schedules;

* Rehabilitation methods; and

* Right-of-way maintenance methods.

Commissioner’s Analysis, Page 68 of 88 2/24/06
Proposed Decision and Action
ADL 229297



The pipeline route was selected to reduce, to xtenereasonably practicable, harm to fish
and wildlife resources by utilizing existing traosgation and utility corridors, specifically
the Glenn Highway, Parks Highways, Trunk Road,NHeA utility corridor, and section line
easements. The need for new access roads to adrestidioperate the pipeline is reduced by
utilizing existing corridors. Alternative pipelim®utings may involve habitat alteration and
destruction to create road access into otherwise decessible areas. The state encourages
the use of existing transportation and utility abors to the maximum extent feasible, subject

to existing rights vested in other parties.

Inherent in the project design are key featureswlilbhelp prevent harm to fish and wildlife
resources, including:

* The pipeline will be buried entirely except at caegsors, some river or stream
crossings, and at major fault crossings in compganith pipeline safety regulations;

 The buried design will avoid creating a potentidistouction to ungulate, large
mammal, and other wildlife movements across thiet+ig-way;

* Permanent work pads and access roads are not agcés®ughout the system for
spill response. Instead, native vegetation wilebewed to colonize and establish in
the right-of-way; and

» Compressors will not be occupied, reducing the arthafi human activity and the
potential for interactions with wildlife at the sitns. Overall, there will be very little
human activity along the right-of-way associatedhwihe project operation and

maintenance.

Special construction methods, including the usécefand snow pads to support working
equipment and to provide access roads to haulgigdeequipment will be used to minimize
hard to fish and wildlife habitat. The use of ioads and pads is a common method used on
the North Slope to minimize vegetation damage. df@ootion methods for crossing of
rivers, streams and wetlands will be part of thegleand will done in a manner to minimize
harm to fish and fish habitat. The crossing types selection of appropriate methods will be
subject to Title 41 authorizations and approvatieyOHMP. By avoiding the seasons when
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most fish and wildlife species are present andvactihe opportunity for direct impacts to
most organisms will be minimized. The conditionsfrozen soil and dormant vegetation in

the winter will provide natural protections to thabitat during construction.

Rehabilitation of fish and wildlife habitat that ynde disturbed by construction of the
pipeline system will be performed according to ttesign criteria and methodologies
approved by the Commissioner. The rehabilitatioogpam will integrate other programs
such as drainage and erosion control, visual resoyrotection, and water resource
protection, among others, in the selection of sgeeific rehabilitation methods and will
apply specific criteria for creating conditions thare suitable for colonization of the
disturbed areas by adjacent native plants, inctudimportant wildlife browse and cover

species.

Environmental protection programs will be integcatento the planning and design,
construction, and operations phases. These progiaetted specifically at fish and wildlife
protection and others that are directed at haprtatection, include:

* Air Quality Protection;

* Waste Management;

* Oil and Hazardous Materials Management;

» Water Resources Protection;

» Contaminated Sites Management; and

* Noise Control.

A key component of the project’'s approach for peotegy fish and wildlife resources is the
training and education of construction managergesusors, and workers through a

Briefings, Orientation and Education Program.

Integration of fish and wildlife protection and ethenvironmental protection approaches into
the overall project organization will be accompédhthrough a Project Environmental
Management System (PEMS). The PEMS will focus ohiesing a high level of

environmental protection and ensuring compliandé vegulatory requirements.
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Monitoring fish and wildlife protection during gbhases of the project will be accomplished
through the inspection program initiated under tQeality Assurance Program. The
inspection program will be integrated with the PEkSprovide a comprehensive project-
wide system, implemented through all project phasesletect and abate conditions that
could cause serious and irreparable harm or damoagEh and wildlife resources.

SUMMARY FOR CRITERIA 3 :

A Quality Assurance Plan approved by the Commissiama requirement of the conditional
lease. The purpose of the plan is ensure the Ldgsdading contractors, sub-contractors
and vendors) pipeline activities comply with alitst, federal, and local government laws and
other requirements, industry codes and standardsimternal policy and programmatic
requirements. The Erosion and Sedimentation CoRlleot will provide the criteria and basic
methodology for developing detailed designs andcguares to control erosion and
sedimentation during construction and operationaofatural gas transportation pipeline
project. These plans and other Lease requiremeiltsmitigate environmental impacts,

including erosion of the surface of the land anchage to fish, wildlife and their habitat.

CRITERIA 4: Does the applicant have the technical ad financial capability to take
action to the extent reasonably practical to undedke any necessary restoration or re-

vegetation?

The conditional lease requires the ANGDA to subaitestoration plan to describe the
practicable methodologies to return disturbed laiwda natural condition. The lease also
requires the prevention of unnecessary damage ¢etaton by applying appropriate
environmental criteria in the planning and desigpgages. This includes the selection of key
project elements:

» Pipeline route and facility locations;

» Construction methods;

» Construction schedules;
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* Rehabilitation methods; and

* Right-of-Way maintenance methods.

The proposed route was selected to reduce negatipacts to vegetation and timber
resources by utilizing existing transportation @wrs (the Glenn Highway, Parks Highway
and Trunk Road), utility corridors and existinghiig-of-way with the intent of reducing the

need to extend new access roads to construct ardteghe pipeline.

The conditional lease requires a Wetlands Construd®lan to address methodologies that
will be used to minimize impacts to wetland halsit&@pecial construction methods that may
be utilized to minimize injury to vegetation inckithe use of ice and snow pads to support
working equipment and to provide temporary acceasls to haul pipe and equipment. Use
of ice and snow pads has been proven to minimizeada to vegetation on the North Slope.

Additionally, the design criteria and other commesive plans and/or programs that are
required address restoration and revegetation fugde The Commissioner will coordinate

with other state agencies or facility owners (iTAPS) that may be impacted by the design

criteria, plans or programs.

Areas disturbed by construction will be rehabigtatto restore the natural vegetation and
timber production, erosion control, wildlife haltjtavisual resources, and other relevant
resource functions, in compliance with lease camat and stipulations. Rehabilitation will
be performed according to the design basis critamamethodologies and the plans required
under the leaseMethods for restoring areas harmed during operatiod maintenance and

termination activities will be the same as thosscdbed for construction.

Cleanup and erosion control work will be appliedatbareas used or disturbed during the
construction of the pipeline system, including domndion zones, access roads, material
sites, temporary storage areas, and disposal Siggsporary structures and debris will be
removed. Large rock fragments will be used foragpmaterial or will be blended into the

surrounding terrain within the right-of-way. Mat#s that cannot be used for revegetation
will be disposed of at approved sites. All wateraayill be cleared of temporary structures
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used during construction and rehabilitated to pneweterference with fish migrations and
natural drainage patterns.

Revegetation includes seeding and planting of et areas suitable for vegetation. The
revegetation program will focus on creating comaisi that are suitable for colonization of
the disturbed areas by adjacent native plants,udivad) timber-producing species.
Revegetation will be used, as appropriate, forrotliig erosion. Planting schedules will be
planned for optimum seasonal growth periods. Seedirthe final grade of the construction
zone, material sites, and disposal sites will b@edaith conventional equipment and
methods including aerial seeding and hydroseediedilizer, mulches, and soil stabilizers

may be used, as appropriate, to enhance growtprawvent erosion

Native vegetation, including timber-producing sesciwill be allowed to colonize and
establish in the right-of-way. Within the permaneght-of-way, some clearing of invading
trees and brush will be necessary to allow aensppection and maintenance in accordance

with federal pipeline safety regulations.

Operation and routine maintenance of the pipelystesn will impact vegetation and timber
within the right-of-way. For instance, routine bnugy to allow for access and surveillance
will be necessary along portions of the right-ofywAdditionally, clearing and grading may
be necessary to provide access to work pads. Majaintenance work such as the
replacement of pipe sections, valves, or otherelducomponents of the system may impact
vegetation and timber that have colonized the rajfway.

The pipeline has a minimum of thirty (30) years edfpected service life; however the
pipeline can be expected to operate indefinitely pfoperly maintained. Any
decommissioning of the pipeline facilities would sébject to approval by the appropriate

state and federal agencies.

The Right-of-Way Leasing Act requires consideratdrihe applicant’s technical capability

to undertake any necessary restoration and reuvegetaA review of the application and the
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ANGDA'’s qualifications demonstrate that they havecess to the requisite technical
capability.

SUMMARY FOR CRITERIA 4:

The Commissioner is satisfied that the ANGDA haseas to the technical capabilities to
take action, to the extent reasonably practicalunalertake any necessary restoration,

rehabilitation or revegetation.

CRITERIA 5: Does the applicant have the technicahnd financial capability to protect
the interests of individuals living in the generalarea of the right-of-way who rely on
fish, wildlife and biotic resources of the area foisubsistence purposes?

A Stream, River and Floodplain Crossings Plan witbvide the design criteria and basic
methodologies for the various crossing structurssduduring construction to minimize
impacts to fish passage, water quality, sedimeiatnd erosion by maintaining natural flow

regimes.

Measures for protecting subsistence resourceshaiduses in the vicinity of the proposed
activity will be required. Protection of subsistengsers requires an understanding of which
resources are used for subsistence, the exterssotiated subsistence use (both in harvest
amounts and geographic use area, if available), piti@ary seasons of use, relevant
socioeconomic information, issues of concern inalrldommunities along the proposed
corridor, and the nature of the potential effebtsproject could have on those users. In order
to protect subsistence users and/or mitigate patgnadverse project-related effects, this

basic information is necessary.

SUMMARY FOR CRITERIA 5:

The ANGDA must comply with the requirements of A5.¥#.840 — 41.14.900, including
consultation, through the Commissioner, with ADFSBpsistence Division, with respect to
the protection of fish and game in undertaking twsion activities. The Commissioner is
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satisfied that ANGDA has access to the technicglabdities to protect the interests of
individuals who rely on fish, wildlife and bioticesources of the area for subsistence

purposes.

CRITERIA 6: Does the applicant have the financialcapabilities to pay reasonably
foreseeable damages for which they may become liabbr claims arising from the

construction, operation, maintenance or terminationof the pipeline?

The state is “self-insured”. Because ANGDA is almuborporation and an instrumentality
of the state, it may fall under the self-insuredouetia of the state.

The ANGDA retained First Southwest Company (FSCjlégelop a financing plan for the
construction of the natural gas pipeline to seheseénergy customers in the Cook Inlet area.
The goals of the financial structure were to:

» Minimize the cost of the financing to energy ausers in the Cook Inlet area;

* Minimize the financial impact on energy providers the region, both public and

private;
* Provide simplicity in structure with the flexitiy to respond to future challenges;
* Minimize the administrative burden on the ANGDéid

* Minimize the need for financial support from thtate of Alaska.

To achieve the lowest cost of service to Alask&®C recommended establishing a public
gas transmission utility to issue tax-exempt bawdignance the construction of the pipeline.
Once the pipeline is constructed, the utility woadshtinue to operate the pipeline. The utility
would not purchase, sell or deliver natural gagh®a the utility would operate a facility so
that others can transport gas through the pipelF®C anticipated that residents and
businesses served pay for the pipeline through @thiyocharge evaluated and adopted by
the Regulatory Commission of Alaska (RCA). The nhbntharge would be collected by the
local energy providers, and remitted to the ANGD#® éhe bond trustee for payment of the

operating expenses for the pipeline and the gasnresion utility as well as debt service.
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FSC indicated the financing can be accomplishealutyin the issuance of tax-exempt bonds,
thereby creating the lowest debt service costdaai The financial structure proposed is
simple and requires minimal administrative burdeme security of the bonds relies upon the
strength of the energy customers in the Cook laleta, as well as agreements to be
negotiated between the ANGDA and the providersleftacity and gas in the area. The

proposal does not rely on the financial conditidntfee utilities in the region, public or

private. Their proposal would not require use @ 8tate of Alaska’s bond rating in order to

provide the lowest cost of financing.

The security for the bonds will be a user fee asksipon all Cook Inlet energy customers
in the area, both residential and industrial. Tais would be established by the RCA upon
request of the ANGDA and included in each customenonthly bill. The fee will be

collected by the energy (gas or electric) providére fee calculation will be based upon the
amount of debt service coming due, plus adminisgatharges for the ANGDA to cover the

operating and maintenance costs of the pipeline.

The ANGDA will need to apply to the nationally regozed credit rating agencies for a bond
rating, which will be used to market to potentiavestors. The credit ratings on the bonds
will be evaluated based upon three factors:
* The rating agencies’ assessment of the willingreesd ability of the RCA to set
tariff rate with a transportation charge equallte amount of debt service to be paid
and operating expenses incurred;
» The strength of the legal documents requiringehergy providers to collect fees
from customers and remit payments to the bonddegsind
 Consideration of the financial ability of the tusers to pay the fee over the life of
the bonds.

By selecting this method, the ANGDA will avoid theeed for executing take-or-pay
contracts as security for the bonds. The ANGDA wldo minimize the disruption to the
consumer by including the fees as part of the aegbilling process. Fees will be collected
by the existing energy providers, thus eliminatthg need for additional bureaucracy to

administer the collection process.
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FSC recommended the ANGDA consider a staged issuaneduce the amount of negative
arbitrage, which based on current rates, is maa #80 million, when compared to issuing
all bonds for the project at once. Additionally,A-82commended the ANGDA consider the

use of variable rate debt in order to reduce ttexal/cost of the project.

The FSC recommendation does not require the uleecbtate of Alaska credit rating. The

FSC developed a bond structure that can be sokpardiently of the State’s bond rating.

While the ANGDA does not have a background in comesing and maintaining natural gas
pipelines, the ANGDA does have the authority ancimseto contract with entities that do
have such experience. The ANGDA has a strong wgrkelationship with numerous
companies with gas pipeline and other large progxgerience, including Enbridge and,

Enstar.

The ANGDA has the authority to issue bonds to foeathe project. Bonds issued by the
ANGDA are not the obligations of the state; ratbieey would be paid for from project

revenues.

The conditional lease requires that the ANGDA ddfeéindemnify and hold harmless the
state, its agents and employees from and agalrstwdes of action and damages of any kind
arising out of or related to the ANGDA'’s interesighe leasehold. These requirements will

remain if the lease is perfected and a Right-of-\Wegse issued.

Prior to the first preconstruction permit, the AN&Dnust furnish liability and property
damage insurance must be carried for the duratfotine conditional lease. Initially, the

coverage shall be the minimal amount of one miltiotiars ($1,000,000) per occurrence.

Additionally, Workman’s Compensation insurance mioie provided, as required by AS
23.30. This coverage must include employer’s ligbjprotection not less than one million
dollars ($1,000,000) per occurrence.
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The ANGDA must obtain a Certificate of Public Coniwence and Necessity from the
Regulatory Commission of Alaska to construct, owrdl @perate the pipeline. The RCA
requires the ANGDA demonstrate it is financially dind technically capable of financing,
constructing and operating the pipeline. The RCA be concerned with issues associated
with access to the pipeline and will require the@DA to develop policies and procedures

regarding initial and future access to pipelin@s$geortation services.

The operator of the pipeline will be determinedoprio the ANGDA submitting the
application for financing of the pipeline. Strongpeessions of interest have been received
from Enstar (a gas utility company) and Enbridge@i(geline operator) to be involved in the

project as an investor and/or as a utility/opetator

SUMMARY FOR CRITERIA 6:

The conditional lease does not require the ANGDAdwe the financial capabilities to pay
reasonably foreseeable damages for which they megrbe liable or claims arising from the
construction, operation, maintenance or terminatbmhe pipeline. Rather the conditional
lease provides the ANGDA with the time to obtaie financing needed to show it is fit,
willing and able to perform under a Right-of-Wayadse. In addition, the ANGDA is

required to submit financial information to the R@Aorder to obtain a Certificate of Public

Convenience and Necessity.

Additional guarantees to ensure performance urtteright-of-way lease will be required
prior to issuance of the right-of-way.

If an assignment of the lease is approved by thar@igsioner prior to the initial request for

construction authorization, the guarantee shaéxseuted by the assignee's guarantor.

From the information submitted, the Commissionaddi that the ANGDA currently has

access to financial resources sufficient to be dedra conditional lease. The conditional
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lease provides a continuing right of the Commissioto review the Lessees'/guarantors'

financial resources throughout the Lease term.

PROPOSED DECISION AND ACTION

A conditional lease conveys no interest in lanaypprty or resources of the State or any
preference or priority rights to a particular rigiftway or alignment. The issuance of a
conditional lease does not prevent the Commissidren issuing other conditional or
unconditional leases for the same or similar rightvay. Additionally, a conditional lease
may be revoked by the Commissioner if it is deteedithat the Lessee is not willing or able
to perform under the terms of the lease or it iemheined they are not fit, willing and able to
perform under the application or all or any parttié lease. Any future administrative
decisions made by the State of Alaska that affdwstitle to the property described in the
conditional lease is subject to administrative Egadl appeal made pursuant to State statutes.

A conditional lease does not authorize any constm@ctivities; however preconstruction
activities, such as changes to the right-of-wagratient and gathering of geotechnical and
other information along the route may be authorizader a conditional lease. Pursuant to
the conditional lease, the ANGDA must obtain apptdvrom the ADNR prior to initiating
any field activity on state land. The approval nimyin the form of a Notice to Proceed,
would contain site specific terms and conditiores @ommissioner finds necessary to protect

the state’s interest, and will only authorize fialttivities specific to that permit.

If the ANGDA complies with the requirements of tbenditional lease, the Commissioner
may enter into a Right-of-Way Lease for the projedthen the ANGDA and the
Commissioner enter into a Right-of-Way Lease, tben@issioner is giving approval for the
ANGDA to utilize State land for a gas pipeline ahé ANGDA could begin construction
activities after the appropriate construction atitaiion(s) has been reviewed and approved
by the Commissioner. Again, the construction augiabions may come in the form of a
Notice to Proceed and would contain site specditns and conditions the Commissioner
finds necessary to protect the State’s interest. Right-of-Way Lease does not grant
exclusive rights to the land; accordingly, the Cassioner may authorize other uses within
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the right-of-way or other conditional or unconditad leases for the same or similar right-of-

way route.

Transportation of hydrocarbons results in significeontributions to the general welfare of
the people of Alaska. It is State policy that tevelopment, use, and control of a pipeline
transportation system be directed to make the maxiroontribution to the development of
the human resources of this state, increase timelateé of living for its residents, advance
existing and potential sectors of its economy, ngjtieen free competition in its private

enterprise system, and protect its incomparableralagnvironment.

The project will directly and indirectly benefitdal governments and the State through
payment of royalty, severance, city and properkgsaand will result in capital expenditures
being distributed into local economies. Gas-relamployment includes direct and indirect
employment in the oil and gas and construction stries. Vendors along the right-of-way
will provide supplies and services, for instancéelsdmotels, grocery stores and gas stations.

Additionally, private and public sector jobs arengeted throughout a stimulated economy.

The State has a 90% Alaska resident hire requireferdesignated job classifications on
certain public contracts throughout the state. Gimeent job classification affected by this
requirement are: bricklayers, carpenters, eleaimgi laborers, equipment operators,
insulation workers, culinary workers, cement masqueinters, ironworkers, mechanics,
truck drivers, welders, roofers, plumbers and pifeet, and piledriver occupations. The
ANGDA must comply with, and shall require contrastand subcontractors to comply with,
applicable laws and regulations regarding the gighresidents of the State. Approximately
680 direct workers are expected to be employedatpeak of construction activity. The
ANGDA has committed to take all appropriate stepsenhance employment and training
opportunities for Alaska contractors and businessed their subsequent hiring of Alaskans.
This will include sufficient notice to Alaska bussses of the ANGDA needs, so that Alaska

firms may collaborate or compete with non-Alasken§ if so desired.
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This document constitutes the Commissioner’'s AngJyBroposed Decision and Action as
required under AS 38.35.080. This Analysis andpBsed Decision assesses whether the
ANGDA has the technical and financial capabilittesperform the transportation or other
acts proposed in a manner that will be requiredth®y present or future public interest.
Information contained within the application forethproject, its supporting data and
correspondence, were evaluated to prepare thisygisadnd Proposed Decision.

The ADNR is conducting this process consistent with provisions of the agreement
between the State of Alaska and the federally neizeg sovereign Tribes of Alaska (The
“Millennium Agreement” signed April 11, 2001). OmpAil 4, 2002, the Commissioner issued
a Policy on Government-to-Government Relations hih Federally-Recognized Tribes of
Alaska. This policy reinforces government to goveemt relationships between the
Department of Natural Resources and the federaltpgnized tribes in Alaska through
consultation on significant matters of mutual canc€onsultation means the timely process
of meaningful inter-governmental dialogue betwelea tlepartment and tribes regarding a
proposed department action. When assessing whah aweill be subject to consultation, the
department will take into account the cultural arablitional activities of tribes and any
relevant state or federal law. Consultation mayetgilace by in-person meeting,
teleconference, video conference, and exchangeittéwdocuments, e-mail, or other means

appropriate to the circumstances.

The Commissioner will consider public comments assue a Commissioner’s Final
Decision under AS 38.35.100 after the public cominpariod closes. This Analysis and
Proposed Decision forms the basis of the Final fdecirequired under AS 38.35.100. After
the public comment period has closed and the Cosiomsr has had the opportunity to
review those comments, this Analysis and Proposedsidn may be amended and adopted
or adopted as is. In the alternative the Commissiomay determine that the lessee does not
meet the requirements of a conditional lease anklentiae determination to not issue the
lease. Copies of the Commissioner’s Final Decisang copies of the conditional lease, if
one is offered, will be available from the ADNR, abst, and will be on-line at

www.jpo.doi.gov at no cost.
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AS 38.35.100 requires the Commissioner to determvimether an applicant is fit, willing and
able to perform the transportation or other actpsed in a manner that will be required by
the present or future public interest. A conditidlease allows the ANGDA the opportunity
to obtain the necessary financing to proceed withgroject, along with the opportunity to
finalize the project specifics and pipeline desigrhis Commissioner’'s Analysis and
Proposed Decision has reviewed and considered R@DM'’s proposal and commitments,
as set out in their application for the projectdemnthe statutory requirements of the Alaska
Right-of-Way Leasing Act (AS 38.35). Based upors tAnalysis and Proposed Decision,
and subject to further consideration of any andcathments and submissions that may be
submitted during the course of the public commerat lbearing process for this conditional

lease application, | make the following determioas:

1. The proposed project does not unreasonablyliconfith existing uses of the land
involving a superior public interest. The projacl not unreasonably interfere with free
access to navigable or public waters, nor willritaasonably interfere with subsistence
harvests or access to subsistence areas. Thetprgeproposed, will not conflict with
State statutes, regulations, or ADNR policy. Sapans to ensure protection of the
public, fish, wildlife, and the environment are amporated into the conditional lease.

2. The ANGDA, as a public corporation, has actegschnical and financial backing to
protect State and private property interests.

a. The ANGDA, as a public corporation, has access rndividuals and
corporations that are technically and financiallgpable of designing, constructing,
operating, maintaining, and terminating the propgseeline.

b. The ANGDA, through bonding, has the financial reses to pay all
reasonably foreseeable damages for claims arismogn fconstruction, operation,
maintenance, and/or termination of the project, idrich the ANGDA may become

liable.

3. The ANGDA has access to the technical and Gi@dmrcapability to take action to the
extent reasonably practical to prevent any sigamficadverse environmental impact,

Commissioner’s Analysis, Page 82 of 88 2/24/06
Proposed Decision and Action
ADL 229297



including erosion of the surface of the land andage to fish and wildlife and their
habitat; undertake any necessary restoration gegetation; and protect the interests of
individuals who rely on fish, wildlife, and biotiesources of the area for subsistence
purposes.

a. The lease application proposes to utilize pnavatural gas pipeline construction
design. The USDOT Research and Special Programsimstration (RSPA), acting
through the Office of Pipeline Safety (OPS), adstigis the USDOT national pipeline
safety regulatory program, pursuant to 49 USC § ®0assure safe transportation of
natural gas, petroleum and other hazardous matdxyabipeline. The USDOT/OPS is the
primary governmental authority responsible for emguthe project design is compliant
with 49 CFR 8192. The state, therefore, relies @DOT/OPS compliance verification
of the project’'s technical design as a conditioecpdent to initiation of pipeline
construction activities.

b. Prior to initiating construction activities gglANGDA is required to submit twenty-
five project-specific plans developed to meet dpe@erformance standards regarding
protection and management of land, water and aourees that are potentially affected
by construction and operation of the pipeline ftat& review and approval. The plans
will be prepared and submitted as a part of thal fdesign and construction planning
process.

c. Prior to initiating construction activitied)jet ANGDA is required to submit, for
state and federal review and approval, a ConstmicRlan and Summary Network
Analysis and Decision that outlines and describegkwschedules; all permits or
authorizations required prior to initiation of spe&c construction activities and their
interrelationship; construction sequencing, inahgdimaps depicting the boundaries of
the construction zones; and providing for the fellg: public awareness programs;
notice and scheduling of disturbance to public pnglate improvements; air quality;
blasting; camps; clearing; corrosion control; cdtu resource preservation;
environmental briefings; erosion and sedimentatimmirol; fire control; human/carnivore
interaction; liquid waste management; material esgilon and extraction; oil and
hazardous substance contamination managementnaihazardous substances control,
cleanup and disposal; overburden and excess matesp@sal; pesticides, herbicides and
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chemicals; pipeline contingency; quality assurapgity control; restoration; river
training structures; seismic; solid waste managémsurveillance and maintenance;
visual resources; and wetland construction. Coostm activities are not authorized to
begin until the Commissioner has approved the ddsigis and construction plan.

d. The ADOTPF is the entity responsible for issynegmits of the portions of the
project within existing road rights-of-way undereth management. Prior to any
construction of the project, the ANGDA must to enteto an agreement with the
ADOTPF, which may include, but is not limited toompensation for costs of increased
maintenance or repair of facilities and highwaystnuits; costs of permits, design/plan
reviews, on-site inspections; insurance, indemaifim and defense of%party claims;
safety issues; conflicts with existing permit halde utility uses; relocation of highways
or utilities; security measures; environmental gctibn, clean-up or mitigation during
construction; use of airports and airport facisifigtraffic controls; encroachments;
highway integrity, repair and maintenance; minenaterial removal and use; ADOTPF
access to construction sites; coordination and dsdimgy of construction activities;
coordination with approvals by other affected agesor jurisdictions; and other issues
relating to ANGDA'’s use of the ADOTPF rights-of-wayansportation facilities or state
highways or impacts related to construction.

e. Prior to final design approval, the ANGDA iqjuged to submit for state and
federal review and approval a Quality AssurancegkRim. The Quality Assurance
Program shall include the documented, planned astematic actions necessary to
provide evidence that the ANGDA is satisfying tight-of-way lease requirements for
maintaining or protecting pipeline integrity, hémlsafety, and the environment. The
Quality Assurance Program shall require that aualitd assessments be performed to
ensure and document compliance with the lease #mt commitments. The Quality
Assurance Program will continue to be used as dloé for monitoring commitments
made by the ANGDA in the application and the desajnthe project during the
maintenance, operation, and termination of theliipe

f. Prior to natural gas being transported throtigh pipeline, a Surveillance and
Maintenance Plan must be submitted for the Comomssis approval. This plan will
provide for detection and abatement of situatiomat tendanger health, safety, the
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environment or the integrity of the pipeline forpapval by the Commissioner. This plan
will be implemented in all maintenance, operatioasd termination activities of the

project.

DECISION

Based on the foregoing, and supported by all in&tiom contained in and considered by this
Analysis and Proposed Decision, the Commissionedsfithat the proposed pipeline
conditional lease is in the State’s best interest ecommends the following actions be

implemented:

1. The Department of Natural Resources shall ncakées of this Commissioner’s Analysis
and Proposed Decision and Action, copies of theeleapplication and its supporting
documents, and copies of the draft conditionaldemsilable, at cost, to any member of the
public requesting copies. This information shadlabe placed on-line atww.jpo.doi.govso

the public can access the information at no cost.

2. The Department shall solicit written commentd @arovide for public hearings regarding
the leasing of state land for the project, as dediin the application (ADL 229297), the
Commissioner’s Analysis, Proposed Decision andokgtand the draft conditional lease. To
solicit public comments, ADNR will place public mx#s in newspapers of general
circulation and public buildings in Anchorage, PatmSutton, Chickaloon, Glacier View,
and Glennallen. Public hearings will be held incAarage, Palmer, Sutton, Chickaloon,
Glacier View, and Glennallen between March 17, 2806 March 28, 2006. The Matanuska
Susitna Borough, local governments, community cidsynand local ANCSA corporations,
and native tribal governments will be notified. iWém comments must be received by the
Alaska Department of Natural Resources, State iBpeCoordinator's Office, 411 West
Fourth Avenue, Suite 2C, Anchorage, Alaska 995@h; &as Pipeline Group, on or before
5:00 p.m. on April 24, 2006.

3. The ANGDA shall provide to the Commissioneeaalution authorizing the individual or

individuals to sign the lease on behalf of the AN&GD
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4. Following completion of the public comment arehting process, and consideration of all
comments received, the Commissioner will make alH»etermination on the application
under AS 38.35.100. On the basis of the entirerceceveloped before and during the
public comment period, the Commissioner will deteienwhether the project is in the state’s
best interest under AS 38.05 and whether the ANG®Able to perform all of the acts
proposed by the conditional lease application mamner required by the present or future

interest.

| have reviewed all of the required areas of AS388.00 for this Analysis and Proposed
Decision and this Analysis and Proposed Decisiom$othe basis of my decision under AS
38.35.100. If I do not alter this Analysis and psed Decision following the period of
public comment and if the ANGDA meets all of thendtions precedent, then this Analysis
and Proposed Decision shall constitute the Comonissis Final Decision and | will offer
the ANGDA a conditional lease. The conditional &awill include covenants and

stipulations determined necessary to protect therasts of the residents of the State of

Alaska.
/s/ Edmund J. Fogels February 24, 2006
Michael L. Menge, Commissioner Date

Alaska Department of Natural Resources
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