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COWM TTEE CALENDAR

SENATE BI LL NO. 3001
"An Act approving issuance of a license by the conm ssioner of
revenue and the comm ssioner of natural resources to TransCanada
Al aska Conpany, LLC and Foothills Pipe Lines Ltd., jointly as
I icensee, under the Al aska Gasline Inducenent Act; and providing
for an effective date."

HEARD AND HELD

HOUSE Bl LL NO. 3001
“An Act approving issuance of a license by the conm ssioner of
revenue and the comm ssioner of natural resources to TransCanada
Al aska Conpany, LLC and Foothills Pipe Lines Ltd., jointly as
| icensee, under the Al aska Gasline Inducenment Act; and providing
for an effective date."

HEARD AND HELD

PREVI QUS COW TTEE ACTI ON
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Bl LL: SB3001

SHORT TI TLE: APPROVI NG AG A LI CENSE

SPONSOR( s) :

06/ 03/ 08
06/ 03/ 08
06/ 03/ 08
06/ 04/ 08
06/ 04/ 08
06/ 04/ 08
06/ 05/ 08
06/ 05/ 08
06/ 05/ 08
06/ 06/ 08
06/ 06/ 08
06/ 06/ 08
06/ 07/ 08
06/ 07/ 08
06/ 07/ 08
06/ 08/ 08
06/ 08/ 08
06/ 08/ 08
06/ 09/ 08
06/ 09/ 08
06/ 09/ 08
06/ 10/ 08
06/ 10/ 08
06/ 10/ 08
06/ 12/ 08
06/ 12/ 08
06/ 12/ 08
06/ 13/ 08
06/ 13/ 08
06/ 13/ 08
06/ 14/ 08
06/ 14/ 08
06/ 14/ 08
06/ 16/ 08
06/ 16/ 08
06/ 16/ 08
06/ 17/ 08
06/ 17/ 08
06/ 17/ 08
06/ 18/ 08
06/ 18/ 08
06/ 18/ 08

JT. SENR/ HRLS COWMM TTEES
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(S)
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(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)
(S)

RULES BY REQUEST OF THE GOVERNOR

READ THE FI RST Tl ME - REFERRALS
ENR

REPORT ON FI NDI NGS AND DETERM NATI ON
ENR AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 9: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 1:00 PM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( ENR)

ENR AT 10: 00 AM FBX Carl son Center
Heard & Hel d

M NUTE( ENR)

ENR AT 10: 00 AM FBX Carl son Center
Heard & Hel d

M NUTE( ENR)

ENR AT 10: 00 AM FBX Carl son Center
Heard & Hel d

M NUTE( ENR)

ENR AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( ENR)

ENR AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( ENR)

ENR AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( ENR)
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06/ 19/ 08

(S)

ENR AT 9: 00 AM ANCHORAGE

06/ 19/ 08 (S) Heard & Held

06/ 19/ 08 (S) M NUTE( ENR)

06/ 20/ 08 (S) ENR AT 9: 00 AM ANCHORAGE

06/ 20/ 08 (S) Heard & Hel d

06/ 20/ 08 (S) M NUTE( ENR)

06/ 24/ 08 (S) ENR AT 1:00 PM MAT- SU

06/ 24/ 08 (S) Heard & Hel d

06/ 24/ 08 (S) M NUTE( ENR)

06/ 26/ 08 (S) ENR AT 1:00 PM KENAI

06/ 26/ 08 (S) Heard & Hel d

06/ 26/ 08 (S) M NUTE( ENR)

07/ 01/ 08 (S) BILL CARRIES OVER FROM 3RD SPECI AL
SESSI ON

07/ 01/ 08 (S) ENR AT 9:00 AM BARROW

07/ 01/ 08 (S) Heard & Hel d

07/ 01/ 08 (S) M NUTE( ENR)

07/ 08/ 08 (S) ENR AT 1:00 PM KETCHI KAN

07/ 08/ 08 (S) Heard & Hel d

07/ 08/ 08 (S) M NUTE( ENR)

07/ 09/ 08 (S) ENR AT 1:30 PM TERRY M LLER GYM

07/ 09/ 08 (S) Heard & Hel d

07/ 09/ 08 (S) M NUTE( ENR)

07/ 10/ 08 (S) ENR AT 8:00 AM TERRY M LLER GYM

07/ 10/ 08 (S) Heard & Hel d

07/ 10/ 08 (S) M NUTE( ENR)

07/ 11/ 08 (S) ENR AT 9:00 AM TERRY M LLER GYM

07/ 11/ 08 (S) Heard & Hel d

07/ 11/ 08 (S) M NUTE( ENR)

07/ 12/ 08 (S) ENR AT 9:00 AM TERRY M LLER GYM

Bl LL: HB3001

SHORT TI TLE: APPROVI NG AG A LI CENSE
SPONSOR(s) : RULES BY REQUEST OF THE GOVERNOR

06/ 03/ 08 (H READ THE FI RST Tl ME - REFERRALS
06/ 03/ 08 (H RLS

06/ 03/ 08 (H VRI TTEN FI NDI NGS & DETERM NATI ON
06/ 04/ 08 (H RLS AT 9: 00 AM CAPI TOL 120

06/ 04/ 08 (H Heard & Hel d; Subcommittee Assi gned
06/ 04/ 08 (H M NUTE( RLS)

06/ 04/ 08 (H RLS AT 10: 00 AM TERRY M LLER GYM
06/ 04/ 08 (H Heard & Held

06/ 04/ 08 (H M NUTE( RLS)

06/ 05/ 08 (H RLS AT 9: 00 AM TERRY M LLER GYM
06/ 05/ 08 (H Heard & Held

06/ 05/ 08 (H M NUTE( RLS)
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06/ 06/ 08
06/ 06/ 08
06/ 06/ 08
06/ 07/ 08
06/ 07/ 08
06/ 07/ 08
06/ 08/ 08
06/ 08/ 08
06/ 08/ 08
06/ 09/ 08
06/ 09/ 08
06/ 09/ 08
06/ 10/ 08
06/ 10/ 08
06/ 10/ 08
06/ 12/ 08
06/ 12/ 08
06/ 12/ 08
06/ 13/ 08
06/ 13/ 08
06/ 13/ 08
06/ 14/ 08
06/ 14/ 08
06/ 14/ 08
06/ 16/ 08
06/ 16/ 08
06/ 16/ 08
06/ 17/ 08
06/ 17/ 08
06/ 17/ 08
06/ 18/ 08
06/ 18/ 08
06/ 18/ 08
06/ 19/ 08
06/ 19/ 08
06/ 19/ 08
06/ 20/ 08
06/ 20/ 08
06/ 20/ 08
06/ 24/ 08
06/ 24/ 08
06/ 24/ 08
06/ 26/ 08
06/ 26/ 08
06/ 26/ 08
07/ 01/ 08
07/ 01/ 08

JT. SENR/ HRLS COWMM TTEES

IIIIITTTITITTITIIIITIIIIIIIIIIIIIIIIIIIIIIIIIIILL

RLS AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 1: 00 PM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM TERRY M LLER GYM
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM FBX CARLSON CENTER
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM FBX CARLSON CENTER
Heard & Hel d

M NUTE( RLS)

RLS AT 10: 00 AM FBX CARLSON CENTER
Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM ANCHORAGE

Heard & Hel d

M NUTE( RLS)

RLS AT 1: 00 PM MAT-SU

Heard & Hel d

M NUTE( RLS)

RLS AT 1: 00 PM KENA

Heard & Hel d

M NUTE( RLS)

RLS AT 9: 00 AM BARROW

Heard & Hel d
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07/ 01/ 08 (H) M NUTE( RLS)
07/ 02/ 08 (H)
SESSI ON

07/ 08/ 08 (H)

07/ 08/ 08 (H) Heard & Hel d
07/ 08/ 08 (H) M NUTE( RLS)
07/ 09/ 08 (H)

07/ 09/ 08 (H) Heard & Hel d
07/ 09/ 08 (H) M NUTE( RLS)
07/ 10/ 08 (H)

07/ 10/ 08 (H) Heard & Hel d
07/ 10/ 08 (H) M NUTE( RLS)
07/ 11/ 08 (H)

07/ 11/ 08 (H) Heard & Hel d
07/ 11/ 08 (H) M NUTE( RLS)
07/ 12/ 08 (H)

W TNESS REG STER

DAVE VAN TUYL, Manager
Al aska Gas Commercialization
BP

PCOSI TI ON  STATEMENT: Parti ci pat ed

during hearing on SB 3001 and HB 3001.

MARTY MASSEY, Manager
U S. Joint Venture
ExxonMbbi

PCSI TI ON  STATEMENT: Parti ci pat ed

during hearing on SB 3001 and HB 3001.

JOHN ZAGER, General Manager
Chevron - Al aska Area

POSI TI ON  STATEMENT: Parti ci pat ed

during hearing on SB 3001 and HB 3001.

WENDY KI NG, Vice President
External Affairs
ConocoPhi I | i ps

PCSI TI ON  STATEMENT: Parti ci pat ed

during hearing on SB 3001 and HB 3001.

DAN DI CKI NSON, Consultant to the
Legi sl ative Budget & Audit Conmittee
POSI TI ON  STATEMENT: Parti ci pat ed

during hearing on SB 3001 and HB 3001.
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SCOIT SM TH, Senior Vice President

Bl ack & Veatch Corporation

Consultant to the Adm nistration

PCSI TI ON  STATEMENT: Participated in roundtable
during hearing on SB 3001 and HB 3001.

PATRI CK GALVI N, Commi ssi oner

Depart ment of Revenue

Juneau, AK

PCOSI TI ON  STATEMENT: Participated in roundtable
during hearing on SB 3001 and HB 3001.

TONY PALMER, Vice President

Al aska Busi ness Devel opnent

TransCanada

POSI TI ON  STATEMENT: Participated in roundtable

during hearing on SB 3001 and HB 3001.

Bl LL SPARGER

Energy Project Consultants, LLC

Consul tant to the Adm nistration

POSI TI ON  STATEMENT: Participated in roundtable
during hearing on SB 3001 and HB 3001.

STEVEN B. PORTER, Consultant to the

Legi sl ative Budget & Audit Conmittee

POSI TI ON  STATEMENT: Participated 1in roundtable
during hearing on SB 3001 and HB 3001.

RI CH RUGE ERO, Area Manager and Senior Advi sor
Gaffney, Cine & Associ ates

Consul tant to the Adm nistration

PCSI TI ON  STATEMENT: Participated in roundtable
during hearing on SB 3001 and HB 3001.

SCOTT HOBBS

Energy Capital Advisors

Consul tant to the Adm nistration

PCSI TI ON  STATEMENT: Participated in roundtable
during hearing on SB 3001 and HB 3001.

CATHY FOERSTER, Conmi ssi oner

Al aska O | and Gas Conservation Conmmi ssion

Departnent of Adm nistration

Anchor age, AK

POSI TI ON  STATEMENT: Participated 1in roundtable
during hearing on SB 3001 and HB 3001.
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ACTI ON NARRATI VE

CHAIR CHARLIE HUGA NS called the joint neeting of the Senate
Special Commttee on Energy and the House Rules Standing
Commttee to order at 9:05:06 AM

SB3001- APPROVI NG AG A LI CENSE
HB3001- APPROVI NG AG A LI CENSE

CHAIR HUGE NS brought SB 3001 and HB 3001 before the comm ttees
for a roundtabl e di scussi on.

9:06: 18 AM

SENATOR FRENCH asked: Al else being equal, given a pipeline
that offers the 10 years of statutory fiscal stability and one
that doesn't, to which would the conpani es nom nate gas?

9:07:46 AM
DAVE VAN TUYL, Manager, Alaska Gas Conmercialization, BP
answered that as a shipper, BP would |ook at the fiscal regines

of fered. As for whether the Alaska Gasline Inducenent Act
(A A provides 10 years of statutory fiscal stability, BP
believes it offers none. He recalled that "contractual by

nature" in the original AG A version |ast year was specifically
removed, so fiscal ternms are subject to legislative review each
session, as for any other project. Also, the stability was
limted to the gas production tax.

MR. VAN TUYL said AG A doesn't provide certainty on regulations
for the tax reginme, how swi tching between royalty in kind (R K)
and royalty in value (RIV) would be resolved, how valuation
would work, and so on; those have yet to be determ ned. He
enphasi zed how critical the stability and the fiscal regine are
for a shipper to consider.

VR. VAN TUYL gave his understanding that TransCanada' s
application said it wuld rely on the state to reach a nutually
agreeable solution to Alaska's fiscal reginme in order to nmake an
open season a success; he agreed this would increase the
i kelihood of success. This is work to be done, he said, noting
BP doesn't see AG A as providing any particul ar advant age.

9:10: 24 AM

MARTY MASSEY, Manager, U.S. Joint Venture, ExxonMbil, responded
that ExxonMobil would |ook at projects offered at the tinme to
see which would be commercially viable. That woul d determ ne
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whether to conmit gas at an open season. He agreed with M. Van
Tuyl in terms of describing the need and so forth.

9:11: 10 AM
JOHN ZAGER, Ceneral Manager, Chevron - Al aska Area, highlighted
the caveat of "all else being equal."” He said sone statenent of

intent of fiscal stability would be slightly better than none.
Chevron would ook at that to determne its | evel of confidence.

9:11:55 AM

VENDY KING Vice President, External Affairs, ConocoPhilli ps,
responded to Senator French that if ConocoPhillips is asked to
sign up for a 20- or 25-year firmtransportation (FT) conmmtnent
at the open season, it will have a responsibility to predict the
revenue stream for its shareholders and to communi cate what the
taxes will be. The 10-year statutory provision could be changed
every year.

SENATOR FRENCH said from the legislature's perspective, that
10 years is taken seriously, although he could see how the
conpanies could view it differently.

9:13:14 AM

SENATOR FRENCH referenced the comm ssioners' witten findings
and asked whether the conpanies agree a tax change 10 or so
years after gas shipnment begins would only affect their net
present value (NPV) a small anobunt because of how noney works.

MR. VAN TUYL answered that he agrees with how the mathenmatics of
di scounting works; any future change when calculating NPV wll
have relatively |less value when discounted than if it had
occurred earlier in tinme. Wiile NPV is one neasure of value
that is inportant to a shipper, he said it isn't the only one or
necessarily the paranount neasure.

MR. VAN TUYL said one thing that distinguishes this project from
many others that BP considers is its ability to generate cash

for decades. This will require a binding commtnent of billions
of dollars for 25-35 years. Facing a significant tax change
every legislative session will have a huge inpact; BP won't know

how to run its econom cs.

MR. VAN TUYL interpreted testinony from the admnistration to
mean AG A may prevent the state from even entertaining a broad-
based tax change that applies to every shipper and owner of the
resource; it would be subject to the review of TransCanada,
which mght view it as assisting another project and therefore
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subject to a claimfor treble danages. He said that al so causes
BP concern. He opined that it benefits all shippers if the
fiscal regine is defined in a manner that enables making FT
commtments. Roadbl ocks nay prevent those in the first place.

MR, ZAGER replied to Senator French as well, saying when one
| ooks to years 15-25, discounting on an NPV basis will have the
i mpact that the math dictates. But Chevron also needs to ensure
cash flow to cover its obligations. Asking rhetorically whether
the state should offer tax certainty for years 10-25 because it
woul d have a low inpact to the state's NPV, he also indicated
di scounting isn't the only thing that has an effect.

9:18: 08 AM
DAN DI CKINSON, Consultant to the Legislative Budget & Audit
Commttee (LB&A), responded to M. Zager. He gave his

understanding that in the current docunents including the Black
& Veatch analysis, the mathematics of discounting is such that
delay helps the state, a billion dollars in additional NPV for
every year of del ay.

MR. DICKINSON explained that the state is discounted at
5 percent, but the producers at 10 or 15 percent. Thus the
mat hematics won't follow the outlines of what M. Zager
suggested; a dollar further out is discounted nore for the
producers and |less for the state. He cautioned that discounting
for one purpose cannot be applied to all.

9:19: 30 AM

SCOIT SM TH, Senior Vice President, Black & Veatch Corporation

Consultant to the Adm nistration, explained that given the base-
case assunptions, the analysis showed sone increase in the

state's NPV relative to two factors: 1) progressivity in the
ACES tax structure - from the Act known as Al aska's Cear and
Equitable Share - such that as one goes further out in tine,

with higher prices, there is a higher state share; and 2) a
price assunption that had a growth factor slightly higher than
the discount rate. Al t hough assunptions wusing other price
scenarios would give different results, those two factors create
a favorabl e i npact under the base case.

MR. MASSEY enphasi zed that ExxonMobil doesn't want to delay the
project and wants to get the benefit from the gas as soon as
possi ble. He suggested this highlights that just |ooking at one
measure can give a wong answer. He said what's really
inmportant for this project, as nentioned by M. Van Tuyl and
M. Zager, is long-termcash flow and profitability.
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SENATOR FRENCH suggested the state shouldn't offer tax certainty
beyond 10 years because the state isn't a commercial player and
has gone to the very limt of what it can do constitutionally.
Saying the state nmade a fair prom se and has a good record of
keeping its prom ses, at |east as good as the producers' record,
he requested that it be valued a little nore highly.

9:21:52 AM
SENATOR FRENCH asked: Are the potential shippers seeking fiscal
stability just for the natural gas taxes or nore like the

conprehensive fiscal stability seen previously in the proposed
Stranded Gas Devel opnment Act (SGDA) contract?

MR. ZAGER replied that he couldn't answer directly, since
Chevron hadn't done all the analysis, though certainly the gas
tax would be a first step to look at. Noting the ACES tax was a
big change since the SGDA was enacted, he expressed hope that
oil taxes won't go beyond that.

MR. MASSEY responded that the contract, which addressed both oil
and gas, obviously wasn't acceptable. Whet her the next
situation has to include oil depends on the total deal.
ExxonMobi | woul d | ook at a conprehensive solution, whether there
is confort in being able to predict its share of the revenue as
well as the state's share, and would anal yze whether that split
delivers a comrercially viable project. He said ExxonMobil is
ready to work together to see how that can be put in place.

MR. VAN TUYL concurred, saying there are lots of ways to solve
the fiscal issue and he doesn't know the state's needs. Al

parties need to cone together to talk about it. Recal 1 i ng that
the admnistration said it wouldn't be time to discuss fiscal
issues on gas until there is an updated cost estimate on the
pipeline, he said that was one of BP' s npotivations to form
Denali with ConocoPhillips and try to get nore definition on the
project and costs. He added that BP would be happy to engage
with the state any tinme regarding gas and whatever else folks
want to discuss in trying to find a nmutually agreeabl e sol ution.

9:25:19 AM

M5. KING responded that in Novenber through February, when
ConocoPhillips offered a proposal to the state, ConocoPhillips
clarified that it was wlling to make significant changes from
the previous deal, including the scope and depth of oil taxes;
she said ConocoPhillips was focusing on gas taxes. However, the
adm nistration specifically requested that ConocoPhillips wait
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until there is an wupdated cost estimate, at which tine the
appropriate fiscal ternms could be reassessed.

M5. KING said ConocoPhillips, as a shipper, 1is therefore
watching to see what Denali does and what an wupdated cost
estimate becones. At that point, it'll be willing to discuss
with the admi nistration what an appropriate tax structure would
be for the project. |If asked to sign up for a 20- or 25-year FT
comm tment, ConocoPhillips will look for some predictability in
the tax structure during that period.

M5. KING clarified that while ConocoPhillips recognizes there
mght be a need for sone change over tinme, the conpany is
seeki ng sonething robust and predictable, that if the cash flow
streans turn out to be a certain way, ConocoPhillips will know
what the State of Al aska's revenue streamand its own would be -
not necessarily a fixed dollar anount for the taxes.

9:27:41 AM

CHAIR HUGE NS recalled that during the AGQ A debate it was
described as a process to bring conpetition, and that M. Pal ner
had testified that TransCanada proposed sonme things it wouldn't
have proposed w thout conpetition. He asked: Is it true that
the fiscal reginme won't be offered equally to both conpetitors,
Denali and TransCanada's proposed AQ A project?

9:28: 54 AM
PATRICK GALVIN, Comm ssioner, Departnent of Revenue (DOR),
answered that as these two projects go forward, conpetition

remains. The question is what is received for what is given.
If fiscal certainty is given, will the state receive a pipeline
that neets its long-term needs? Under AG A, that is spelled
out . If Denali approaches the state at sone point, the state

will simlarly have to ask whether, in return for what it gives,
it receives a pipeline that neets the state's | ong-term needs.

COM SSIONER GALVIN noted if the state decides the Denali
project provides the better balance and outconme, AG A doesn't
precl ude choosing that, although there'd be a price to satisfy
the state's obligations to the |licensee. However, the
adm nistration believes AQA provides significant |ong-term
value and thus it is to the state's advantage to enphasize
attracting gas to that AG A project and to focus on the fiscal-
certainty "gives" for it.

9:31:12 AM
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CHAI R HUGGE NS asked: If the offers from both projects were
equal, would the state nake an equal offer to both? And how do
the treble damages fit in?

COW SSIONER  GALVIN replied that he wasn't saying whether
there'd be equal offers to either; they are different projects.
Rat her, the state's choice is what to give either, wth the
deci sion based upon the package of "gets" and "gives." If it
chooses to give sonething to Denali, the state likely wll be
liable for treble damages to TransCanada. That is the nature of
what was set up in order to have conpetition.

CHAIR HUGA NS conveyed his understanding that the federal
pi peline coordinator is available for any project com ng out of
Al aska. He asked whether the Alaska pipeline coordinator is
available up front for any pipeline project in the conpetitive
process.

COW SSI ONER GALVI N answered that the AG A pipeline coordinator
is only for the AGQ A-licensed project. But this service is
avai lable to the Denali project. Di scussions are underway to
reach a reinbursable services agreenent (RSA), as is done for
other large projects to establish a coordinator position, which
is paid for by the applicant.

CHAI R HUGGE NS asked: Do you envision a coordinator for both
projects at sone point?

COMM SSI ONER GALVI N replied he assunes so, since he believes the
Denali project, if serious about noving forward, would do what
other large project applicants do - set up an RSA to establish
that coordinator position to expedite the permtting process.
In further response, he said it would happen as soon as Denali
sets up the RSA with the state.

9:34: 00 AM

MR. DI CKINSON offered his understanding that the tax regime in
place at the tinme of a successful open season is the one that
gets 10 vyears of stability. The question is whether the
| egislature would look at other tax regines and make changes
that apply to anybody. He asked whether others read it as he
does, that this wouldn't trigger damages or paynents under that
cl ause.

COM SSIONER GALVIN said the issue is whether there is a

preferenti al tax treatnent provided wth the purpose of
advancing a conpeting project. If a tax is passed - even if
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it's stated as being equal to everyone, but everybody knows the
purpose is to advance a conpeting project - folks shouldn't fool
t hensel ves into thinking that sonmehow wll avoid the liability.
If it's passed for no advantage for a conpeting project,
however, it doesn't apply to the treble danages i ssue.

9:35:46 AM
MR VAN TUYL clarified that fiscal stability from the state
won't be sought by Denali. Rather, it is the shippers that wll

seek fiscal stability, as for any pipeline project, seeking to
understand the rules before entering into such a commtnent. He
said that is the case whether BP is considering an open-season
of fer by Denali or any other party.

COWMM SSI ONER GALVI N concurred with that distinction, adding that
he believes the context of the discussion is a matter of whether
the state will provide a fiscal-certainty package for Denali or
TransCanada that is directed to the shippers.

CHAIR HUGGE NS noted sone constituents see conpetition between
two projects and want one to be successful so Al aska has a
proj ect . Mentioning equal opportunity, he expressed concern
that a reginme set for TransCanada woul dn't be available for the
other project in order to have a successful pipeline, since it
woul d have the sane shippers and gas.

COMWM SSIONER  GALVIN responded by referring to M. Zager's
rhetorical question about why the state should perhaps offer
fiscal certainty for year 10 and beyond. He said there is a
reason for the offers being made. The adm nistration wants a
reaction, a decision by shippers to commt their gas to a
proj ect . The adm nistration doesn't want to offer sonething
that won't effect that. The state is giving sonething to get
sonmething in return.

COWM SSI ONER GALVI N sai d discussions about fiscal certainty wll
be highly specific to get this result, focusing on a particul ar

proj ect . In separate discussions, shippers will conme forward
with their expectations of whether it will be in the direction
of the TransCanada project or the Denali project. Rat her than
just laying out a level playing field, which he said isn't
realistic, the admnistration wll choose which benefits it
wants to give to which project. That will be brought before the
| egislature. It inherently will be a conpetition.

9:40: 33 AM
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TONY PALMER, Vice President, Al aska Business Devel opnent,
TransCanada, noted he'd conmitted not to conmment on the fisca
regime, but said when talking about a level playing field and
equal opportunity, one should consider both the obligations and
opportunities of the parties. If granted the |icense,
TransCanada will have certain obligations to the state. That
must be considered relative to any conpetitor that doesn't hold
t hose sane obligations. As for a level playing field, he
suggested the need to consider both what the state is giving and
i s obt ai ning.

M5. KING said this conversation was causing her concern. As a
shi pper, she wants a gas pipeline to happen. |If any project can
do so, she'd like to see it advanced, though not at any cost
She voiced concern that awarding the license potentially limts
the ability of one project to conpete against another. She said
she's hearing that the desire isn't for a conpetitive process,
but to have one project wn.

M5. KING specified that the forenpst concern is the treble

damages cl ause. She gave her under standing that t he
adm nistration interprets it to nean that if there is even a
general tax change in Alaska, the state could be liable for
trebl e damages. She surmsed that will be a deterrent for the

state to be able to sit down and talk wi th another project.

M5. KING suggested the need to talk about how to enable this
project to proceed from a shi pper perspective. In the end, she
said, the shippers carry the risk. She enphasized that this
pi peline depends on getting FT commtnents from the conpanies
represented at this table. That is where the financia
obligation cones, she said. That is why Denali and TransCanada
will be seeking FT comm tnents.

9:43: 24 AM

COWM SSI ONER GALVIN reiterated the opportunity for shippers to
express their preferences for one pipeline or the other,
including what they'd like from the state and would offer in
return. He said the state has the option throughout to choose
whatever is to its advantage, and nothing precludes a separate
project frombeing the one that provides the best package.

COWM SSI ONER GALVIN opined that the shippers' concern is the
conmbi nation of the current tax system and whether taxes wll be
predictable in the long term \Whether there can be a change to
the tax system today isn't the issue and isn't how AGA is set
up. Wthout an AG A project noving forward, there'll be no
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conpetition. The question is whether it is better for the state
to issue the license and have the TransCanada project progress,
recogni zing that the conpetition also wll nove forward and that
the state's options remain.

M5. KING enphasized that nothing in federal or state |aw
prohi bits another pipeline conpany including TransCanada from
starting a project and doing what Denali is doing. She
disagreed with any notion that there isn't an open and
conpetitive process already. But through AG A, she said the
state is tying itself to one project. She expressed concern
that the treble damages clause could deter the state from being
able to provide support to any other project, not just Denali.

9:47: 32 AM

MR. VAN TUYL concurred, saying the statenment that there is no
conpetition wthout a |l|icensed project troubles him since
not hi ng prevents TransCanada or any pipeline conpany or set of
sponsors from advancing a project. That is the process in the

U.S. and Canada - under the Federal Energy Regul atory Conm ssion
(FERC) and Canada's National Energy Board (NEB) - that fosters
open conpetition in the marketpl ace.

MR. VAN TUYL also voiced concern with Conm ssioner Galvin's
comment that having a level playing field isn't realistic but
that inherently there'll be conpetition. Citing reasons
di scussed yesterday and over the past year, he specified that BP
has concerns about facing an open-season conmtnent to an AGQ A
licensee under the ternms talked about yesterday, as well as
TransCanada's historic liabilities on this project.

MR. VAN TUYL said tilting the playing field in that direction
creates inpedinents that may or may not be solvable. As a
shi pper, BP wants to get its gas to market and thus wants a
successful open season. Creating barriers may prevent reali zing
that goal, which he suggested isn't in BP's interests or even
the state's interests as a resource owner also wanting to get
the resource to market.

COM SSIONER  GALVIN highlighted the context, saying it's
interesting to him when the three major North Slope producers
tal k about wanting a level playing field. On the issue of a gas
pipeline, there is no level playing field right now when the
producers clearly are able to decide how this project wll
advance when they deci de where to put their gas commtnents.
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COM SSIONER GALVIN said the matching contribution in AGA
partly recognized that to induce participation in this process,
the state needed to be a catalyst to create that conpetition.
O course, those with the advantage don't want anyone else in
and want the playing field kept free for the existing structure

to play out. However, this package will conme about through
di scussion with the players and sonme form of agreenent that wll
be brought forward as a proposal. He surmised inevitably it

will be connected to one of the projects now noving forward.

COWM SSI ONER GALVI N added that AG A provides the opportunity for
either project to be the one that reaches that point. If the
state abandoned that opportunity, yes, soneone else could spend
hundreds of mllions of dollars to try to advance a project to

an open season, recognizing there'd still be a question of
necessary shipping commtnents. Also, while the treble damages
will factor into the state's decision, that isn't a brick wall

preventing the state from considering other options.

9:53:13 AM

REPRESENTATI VE DOOGAN asked the producers: Havi ng been agai nst
the AG A |l egislation and having chosen not to participate in the
AG A conpetition, why would you expect that the state would now
offer you the same benefits that TransCanada woul d get because
it is offering what the state wants?

M5. KING replied that as an owner in Denali, ConocoPhillips
isn'"t asking for the $500 mllion, but hopes the state wll
provide equal access to the statutory authority that was
provi ded, the AGQ A coordinator. Citing AS 38.05, she expressed
hope that if something in there expedites permtting for one
project over another, the state will be willing to provide an
equi val ent expedited permtting process for any project.

M5. KING added that Denali is saying it will go forward to an
open season, one thing the state wanted to see, and wll hold
t he nonbi ndi ng open seasons, provide the offtake points wthin
the state, and have distance-sensitive rates within the state;
she nmentioned going forward within a three-year tinefrane. But
Denali hasn't asked for the same things that TransCanada has
under A A the $500 mllion or treble danmages, and she said
there is associated ri sk.

REPRESENTATI VE DOOGAN replied he was happy to hear that because
he'd recall ed hearing sonmething different.

9:56: 43 AM
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REPRESENTATI VE DOOGAN told M. Van Tuyl and M. King, as
representatives of the conpanies that founded Denali, that he'd
understood that they didn't agree with the NPV analysis by the
Black & Veatch team He asked whether they were willing to
share whatever financial calculations had convinced them it was
a good idea to go forward with a gas pipeline proposal

MR. VAN TUYL responded that he didn't necessarily take unbrage
with the NPV analysis, but had referenced the mathenatical
i mpact of discounting on the current valuation of future cash
flows and that any future event will have l|less inpact the nore
it is discounted. It isn't saying the analysis is wong, but it
doesn't tell the whole story.

MR. VAN TUYL turned to the decision to go forward with Denali,
saying BP's main reason is wanting to ensure it can offer
prospective shippers the best possible ternms to encourage those
cormitments required at an open season. O concern to BP is
that AG A makes it difficult, if not inpossible. One i nportant
aspect, already commented on, is how AG A shifts the bal ance.

MR. VAN TUYL explained that in the Al aska Natural Gas Pipeline
Act (ANGPA) of 2004, Congress recognized that an inportant
bal ance needed to be struck between 1) getting a gas pipeline
built and 2) stinulating exploration and devel opnent and having
future expansions avail abl e. Congress instructed FERC to pass
open-season rules to sort out that balance, resulting in FERC
Orders 2005 and 2005-A. However, AG A shifts the bal ance,
di ssuading initial shippers by saying their rates mght rise as
the pipeline is expanded. That creates additional risk.

MR. VAN TUYL voiced concern that a shipper mght decide to sit
out the initial open season and be the second shipper in, to get
preferred treatment. Wthout initial FT commtnents, a pipeline
m ght never get built; this was an inportant consideration for
BP in |ooking at Denali. Also, BP wants to be able to offer
terms consistent with the balance Congress struck and FERC s
2000 order, which offers negotiated rates that are open and
therefore enables sitting down with custonmers to find sonething
that works. He said that's what Denali has conmmitted to do.

M5. KING said as a Denali owner, ConocoPhillips doesn't have a
joint economc nodel yet. The organization is still being
staffed and existing econom c nodels are individual, proprietary
nodel s. She offered to sit down to discuss economc
nmet hodol ogi es and provide nore detail on the decision to invest
$600 million to advance to an open season, saying ConocoPhilli ps
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has been willing to do that with the state in the past and has
shared its views, but cannot share its views on prices.

REPRESENTATI VE DOOGAN replied that the state has had access to a
couple of feet of docunents, and an offer to sit in his office
doesn't hel p. He again asked about providing everyone with the
financial basis of the decision.

M5. KING answered that the full econom c nodels are proprietary.

10: 02: 57 AM

MR. PALMER remarked that it appears Denali proposes to neet sone
conditions under AG A but besides access to the pipeline
coordi nator and expedited permtting, also wants the sane fiscal
terms, with the sanme degree of fiscal certainty for shippers on

the Denali project as may occur on the TransCanada project. He
noted when TransCanada decided to participate, it |ooked at the
entire statute, including its obligations and the benefits. He

surm sed every party did so in deciding whether to participate.

MR. PALMER referred to FERC and rolled-in tolls. He recalled
that the potential shippers here today said over the |ast year
or so that they opposed the AG A provision requiring rolled-in
tolls up to 115 percent. He said that wll meke it nore
difficult for TransCanada to attract them as custoners.

MR. PALMER added that from his understanding of the statute

however, it is critical to the state, an integral conponent. |If
TransCanada takes on that obligation, it expects some benefits
in return and has no reason to believe the state wll provide

equi val ent benefits to a third party that hasn't taken on the
sanme obligations.

10: 05: 40 AM

MR. DI CKINSON asked whether the producers concur wth what
M. Massey said a few days ago during ExxonMobil's presentation

that one way to nitigate risk is to have producer ownership
equal the FT commitnent.

MR. ZAGER affirmed that on behal f of Chevron.

M5. KING replied that ConocoPhillips normally seeks to align its
ownership interest in a pipeline with its shipping conmtnents
for many economc reasons already addressed, primarily
yesterday. However, it is possible that value could be added by
being slightly off in that alignment or by looking at a
different structure in that context. So that isn't ruled out.
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M5. KING also clarified that the wthdrawn-partner liability

that exists with TransCanada remmins a concern. She i ndicated
it has been put on the record a nunber of tinmes that
ConocoPhi |l I'i ps provided conmunications to the state, in Decenber

t hrough February, about these concerns, which relate to the
conpany's ability to partner on this particular project.

10: 08: 03 AM
MR. VAN TUYL said generally BP also seeks as a shipper to match
its ownership with its FT commtnents as a way to hedge the

risk. However, there are a nunber of ways to conmercially
structure FT conmitnments and arrangenents with third parties.
As said before and since formng Denali, the conpany would
wel come the participation of third parties, potentially

i ncl udi ng pi peline conpani es, which usually don't own gas.

MR. VAN TUYL suggested a well head sale could be arranged, for
instance, which it would be willing to do under commercially
reasonabl e terns. O an arrangenent could be nmade with a third
party that doesn't currently own gas in Alaska. The state is a
royalty owner. |If the state didn't choose to be a direct equity
participant in the project, that's another avenue. As an
exanple, the Alliance Pipeline was originally owned by sone
producers that cane together; over tine, their interests were
diluted and deals were packaged to bring in others, and today
there is no producer interest.

MR. VAN TUYL said the key difference between the projects is
that Denali isn't seeking a contractual conmtnment or |icense
from the state. He reiterated that it isn't Denali that is
seeking the fiscal terms; it will be the shippers, whether they
ship on the Denali project or any other.

10: 10: 52 AM

COW SSIONER GALVIN interpreted Van Tuyl's coment about how
AG A shifts the balance to nmean FERC mght end up doing
sonmething different than it would otherw se. He suggested it
means if the state, through AG A is getting an applicant to
present an application to FERC that neets the state's interests,
the result may be closer to the state's interests.

COM SSIONER GALVIN offered a clarification to yesterday's
di scussion. He recalled that Ms. King said if the shippers take
up the state's wupstream AQJA offer and neke a shipping
commitnment in the initial open season, they'|ll be precluded from
contesting FERC provisions including rolled-in rates. He said
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that was nodified during the |legislative process; now the
prohibition only kicks in if FERC has dropped the presunption of
rolled-in rates. So the shippers can oppose rolled-in rates at
FERC if there is a presunption of rolled-in rates.

The comm ttees took an at-ease from 10: 13:27 AMto 10: 34: 18 AM

CHAIR HUGE NS noted on nenbers' desks was page 6, "Key Take-
Aways, " from ExxonMobil's previous presentation.

REPRESENTATI VE GATTO began by pointing out that no one - neither

the producers nor TransCanada - asked the state for the
$500 million; it was an offer in return for specific things. As
for treble damages, he highlighted the upper |imt. He also

said no one can guarantee a revenue stream over 20-25 years.

REPRESENTATIVE GATTO referred to tornado diagrans shown
previously. Noting that the price of gas was the nost inportant
part of the project costs and revenue and that the bar depicting
the tax portion was relatively narrow, he asked the producers:
Wiy concentrate on fiscal certainty and ignore the price?

10: 37: 56 AM

MR. MASSEY agreed that price risk is a big variable. He said it
is inmportant for ExxonMobil to work on what it can control.
Wth respect to fiscal predictability, it 1is inmportant to
understand the range of outconmes to better predict its revenue
share and the state's share over the life of this project.
Until that point, ExxonMobil cannot analyze the returns and
econoni cs. This will be evaluated under a range of prices to
determ ne whether it's viable to go forward.

MR. ZACGER said tornado charts are interesting, with lots of
assunptions including the range around vari ables. Price is
certainly the top one; the bars for taxes and so forth are a
function of the assunptions. As to why Chevron would focus on

that, some things are controllable and sonme aren't. In a big
project like this, while that bar may be narrow, the absolute
dollars are |arge. Chevron nust try to control what it can.
For gas prices, however, it can only analyze scenarios for

expected results.

M5. KING concurred with the other producers, saying certainly
natural gas price is the big risk, sonmething each conpany wll
| ook at independently. One critical wuncertainty is the cost
estimate, and Denali w1l be getting an updated cost estimte
and studying the fields wth respect to reserves and
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deliverability for this long-term shipping conmtnent. The tax
structure, a continuing variable, and the associated fiscal
predictability wll continue to be | ooked at as a ri sk.

MR. VAN TUYL agreed, noting price predictions five or ten years
ago all turned out wong. The conpany wants to manage what it
can control such as finance risk and project costs; those go

into the toll, and the desire is to have those be low to
maxi m ze upstream returns. Sone things can be done to nmanage
volune and deliverability risks as well. Wiile the conpany
can't do anything directly about fiscal risk, the state can. |If

this inportant risk to future cash flows isn't defined, he said
it's yet another variable to consider.

10: 43: 27 AM
COM SSI ONER GALVIN offered the state's view on nanaging its
ri sks. He said the first area is associated with cash flow

The state has changed the tax system over the past few years so
that now it accepts nore of the sanme risks the conpanies
described, including price and cost risk associated wth
operations of these conpanies.

COM SSI ONER GALVIN said the second area is the risk of having

to provide significant financial concessions. He pointed out
that the full gamut of what wll be on the table wasn't
nmenti oned today. He recalled that the proposed contract under

the SGDA had included gas taxes; oil taxes; taking the state's
judiciary off the table as a risk factor that the producers no
longer wanted to deal wth; and constraining the state's
adm nistration of the |eases because the conpanies wanted to
manage that risk factor.

COW SSI ONER GALVIN said the state continues to face the risk

that those wll be put back on the table as itens it nust
provide for a project to proceed. One way to nmnage that risk
is to avoid having only one option. Through the AGQ A |icense

and bringing TransCanada into the equation, the state nmnages
the risk relating to what the concessions may be, which he
suggested is inportant in managing the state's resources.

REPRESENTATI VE GATTO said he'd wait to follow up because he is
| ooking for nore information. He enphasized that every busi ness
has risks, especially the oil business. At least with AJA the
risks are sonewhat mtigated, since it clarifies what is given
and received in return.
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REPRESENTATI VE GATTO indicated U S. Senator Ted Stevens had said
the federal government is concerned and expects this gas to be
avai l abl e somewhere in the country; there is a risk that the
federal governnent will take this project over. Representati ve
Gatto voiced the need for the producers to have conversations
with the licensee and the adm ni stration.

10: 49: 14 AM

REPRESENTATI VE GARA addressed M. Massey, saying he wants to get
a sense of how rocky the road nmay be as this project proceeds.
Wiile the other producers say they'd like to own part of the
pi peline, ExxonMbil seens to take it a step further. He
referred to page 6, "Key Take-Aways," from ExxonMbil's
presentation a few days ago, which had these points:

Successful gas pipeline project requires:

- 4.5 BCFD initial gas sales wth | ow cost expansi ons
- Point Thonmson gas avail abl e

- Omership equal to FT

- Fiscal and tariff predictability

Agreenent on the above will maxim ze value to State

EM conmtted to the developnent of Alaska' s gas
resour ces

EM ready to wirk wth the State, TransCanada,
ConocoPhi | I'i ps, BP

REPRESENTATI VE GARA questioned whether the items in the first

paragraph are actual requirenents. Noti ng each conpany has a
different corporate culture, he said ExxonMbil's seens to be
this: If it doesn't get its way, it digs in its heels.

REPRESENTATIVE GARA cited 20 years for the Exxon Valdez
litigation and delays over a decade for Canada's Mackenzie
Val | ey pipeline, where ExxonMobil is a majority owner and where
he's heard ExxonMobil has refused to cut a favorable or fair
deal with the Native organizations that own l|land there, so it
has gone froma $2 billion project to about $10 billion now.

REPRESENTATI VE GARA rel ated his understanding that ExxonMobil is
the only producer that hasn't tried to get in on the pipeline
deal either under AG A or Denali, and yet ExxonMbil is saying
if it has 30 percent of the gas in the pipe, it wants 30 percent
ownership and that is a requirenent. If every conpany got an
anount equal to its FT commtnent, TransCanada could own zero
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and there <could be no independent conpani es. He asked
M. Massey whether that statement on page 6 really is a
negoti ating position or is actually a nonnegoti able requirenent.

10: 52: 23 AM

MR. MASSEY responded that every word was carefully chosen. He
said ExxonMbil's responsibility here is to describe what it
believes is necessary for a commercially viable project to go
forward. ExxonMobil would make an FT commitnent equal to its
gas throughput and believes ownership equal to FT is necessary
for a project to be commercially viable for the conpany. As to
whet her there could be a situation wi thout ownership equal to FT
commtnments, he said there could be, but ExxonMbil's analysis
is that it would be highly difficult for that to occur.

MR. MASSEY explained that it mght occur, for instance, |if
anot her conpany offered to cone up and buy ExxonMobil's gas at

the North Slope and transport it. The nostly likely outcone in
that case, however, is that the other conpany would want a
significant discount of the well head value of the gas, to where
it would be nore valuable for ExxonMbil to make the FT
comm tnent and transport it itself. So it could happen if a
conpany were willing to take that risk, but the practicality is
t hat nobody will be willing to make that sort of comm tnent.

10: 53: 58 AM

REPRESENTATI VE GARA responded that if every conpany took the
sane strong stance, no independent conpany could own a pipeline.
Once all the producers got ownership equal to their FT
comm tnents, that would be 100 percent.

MR. MASSEY recalled that issue arose yesterday. He agreed if
all the producers required ownership equal to their FT
commtnents, there wouldn't be nuch of an ownership percentage
for a third-party pipeline. Noting sone situation mght dictate
a different result, he said if the state elected to take sonme of
its royalty gas and sold it to a third party as a pipeline
owner, for instance, that mght be a percentage that a third-
party pipeline owner could have.

10: 55: 07 AM

REPRESENTATI VE GARA gave his understanding that ExxonMbil owns
9.5 percent of the Maritimes & Northeast Pipeline project, but
produces 40 percent of the gas. Aski ng why ExxonMbil hadn't
insisted on an equal ratio there, he again surm sed ExxonMobi l
is taking a negotiating position on the AG A project.

JT. SENR/ HRLS COWMM TTEES - 24- July 12, 2008



MR. MASSEY answered that he wasn't too famliar with that other
project, but it is supported by the FT conmtnments nade by
ExxonMbbi | . Today that pipeline isn't full. It's an excellent
exanpl e of why FT comm tnents need to equal throughput.

MR. MASSEY, in further response, said ExxonMbil is very wlling
to sell its gas to a pipeline on comercially reasonable terns
and conditions, which neans getting a fair price and
understanding the sales terns including the tariff and fisca
regi me under which the gas is being sold.

REPRESENTATI VE GARA asked how likely it is that ExxonMbil wll
sell its gas if the deal doesn't include an ownership percentage
of the pipeline equal to the FT conmm t nent.

MR. MASSEY replied it's unlikely. The conpany prefers to put
its own gas in the pipeline and own it equal to the FT
comi t ment . However, it doesn't nean it won't happen, and
ExxonMobi| would entertain offers to buy gas at the well head.

10: 57: 47 AM

REPRESENTATI VE GARA noted the state is trying to get ExxonMbi
to produce gas at Point Thonson and there are various opinions
about who is at fault for the current |ogjam He asked: I's
ExxonMbbil's position that it won't likely sell gas from Point
Thonmson unless it gets an ownership share of the pipeline equa
to its Point Thomson production?

MR. MASSEY replied it is the sane situation at Point Thomson or
Prudhoe Bay.

REPRESENTATIVE GARA said if ExxonMobil is requiring the
af orenenti oned as a negotiating condition, and since no one has
negotiated this with ExxonMbil, it seens an agreenent to sel

its gas from Point Thonson isn't close.

MR. MASSEY reiterated that if someone is willing to buy its gas
from Poi nt Thonson, Exxonh€bil will entertain those offers.

[ Technical difficulties caused the |oss of about three mnutes
of audio starting at 10:59:11 a.m The commttee secretary
reconstructed the follow ng using audio from ot her sources.]

REPRESENTATI VE GARA noted passage of AG A last year provided
conditions that mnust be net for soneone to receive an AGA
i cense. He said BP had a l|level playing field as of |ast
Novenber and coul d have applied, but chose not to, and now wants
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the state to equally favor the Denali project. He gave his view
that this won't happen and asked why Denali should get treatnent
equal to the project that chose to conply.

MR VAN TUYL replied that interstate gas transmssion 1is
regul ated by FERC, and BP believes sone terns under AQ A are
i nconsistent with FERC policy. Thus BP had provided a |ist of
concerns and said it would like to be able to bid under AGA,

but sonme terns prevented doing that. He indicated there'd been
previ ous testinmony on these concerns including a conplete markup
of the bill. [End of reconstructed section]

11: 02: 43 AM

MR. VAN TUYL voiced concern that A A would require the conpany
to offer terms to its shippers that it didn't feel were
commercially reasonable and therefore would put advancing a
pipeline project at risk; that wouldn't be in its commercial
interests as a pipeline conpany or a shipper wanting to get its
gas to market.

MR VAN TUYL nentioned a level ©playing field and asked
hypot heti cal | y: If the Denali project continues as planned and
a conpleted state right-of-way (ROW application is submtted
and afterwards TransCanada applies for the same ROW under AG A
could the state approve Denali's ROW before TransCanada' s?

COM SSI ONER GALVIN affirmed that if Denali had the materials
and answers to the questions that generally arise in a ROW
adj udi cati on process ahead of TransCanada, then the state could
advance the Denali ROW ahead of TransCanada's.

REPRESENTATI VE GARA surnmised nany legislators would favor the
project that follows AQ A He relayed his opinion that soneone
who doesn't conply with that |aw doesn't get to demand a | evel
pl ayi ng field.

M5. KING responded that the |law doesn't require bidding under
AG A to advance a gas pipeline. This is a federally regul ated
pi peline. Wile state | aw says soneone nust apply under AGA to
get AG A s inducenents, she recalled discussions that nothing in
this statute precludes advancing a pipeline through another
nmechani smthat doesn't require a $500 mllion incentive.

REPRESENTATI VE GARA agreed that the law allows going forward,

but surmsed the state won't list conditions to protect the
public and then equally favor a project that doesn't follow
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t hose. He suggested that if the Denali project wants the state
to chanpion it, Denali should have applied under AGQG A

M5. KING maintained that everyone wants to see a pipeline
happen.

11: 06: 34 AM

REPRESENTATI VE OLSON asked M. Palnmer to comment on an Ednonton
Journal article six days ago that said if the Al askan pipeline
comes on line first, it will Kkill or delay Canada's Mackenzie
Val l ey project because there isn't enough |abor, steel, or
equi pnent to build both at the same tine.

MR. PALMER agreed that it would be extrenely challenging to
build both on a sinultaneous tine schedul e.

REPRESENTATI VE OLSON asked M. Palner about a statenent by Joe
Handl ey  of the Nort hwest Territories; as he recalled,
M. Handley blamed the WMackenzie project's delays on the
Canadian governnent's lack of forthrightness on royalties,
taxes, and infrastructure.

MR. PALMER suggested al so asking ExxonMbil and ConocoPhilli ps,
much |arger participants in the Mackenzie Valley project. He
opi ned that a nunber of factors have delayed it. A significant
one is the NEB regulatory process established over the |ast
several years that has a joint review panel and involves severa
parties in the Northwest Territories. Those parties, the
Mackenzie Valley sponsors, applied in 2004 and hope for a
decision from NEB and the joint review panel in 2009. This is
for an unopposed project, he noted.

MR. PALMER gave his view that other factors include lack of a
singl e-wi ndow regqulatory agency to advance the project; the
| and-clains structure and that the project crosses aboriginal-
owned | and; and that the Mackenzie Valley project sponsors have
asked the Canadi an governnment to provide certain assistance that
hasn't been forthcomng to date. He highlighted how snal
TransCanada' s participation is, perhaps 3-5 percent.

CHAI R HUGGE NS asked: Shoul d Al askans be concerned with the
escal ating cost assessnments of the Mickenzie project? And what
is the length of that pipeline?

MR. PALMER answered that ExxonMobil, Shell, and ConocoPhilli ps
are the bigger partners and can better speak to escal ating costs
over tinme. It is about 1,220 kiloneters long, 800 or so mles
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To his understanding, the application four years ago had an
original expected volune just over 0.8 billion cubic feet a day
(Bcf/d). Proven reserves are about 6-9 trillion cubic feet
(Tcf), approximately 50 percent of the contractual comm tnents.

COM SSI ONER GALVIN called on Bill Sparger, who as a nenber of
the admnistration's technical team had |ooked sonewhat at
Mackenzi e Vall ey project costs.

11:12: 07 AM

Bl LL SPARCER, Energy Project Consultants, LLC, Consultant to the
Adm nistration, said this is a high-level look from information
fromthe Internet and other sources. He opined that part of the
problem with the Mackenzie Valley article is that the estinmates
are appl es and oranges.

MR. SPARGER gave exanpl es. He indicated the $16.2 billion
includes facilities not in the $7 billion nunber. The
$4 billion may be prelimnary, whereas the $7 billion was filed.

Also, the $16.2 billion includes $5 billion for production-
related facilities in the field and $3.5 billion for gathering
and natural gas liquids (NG) pipelines. The gas pipeline
itself had that $16.2 billion as being about $7.8 billion.

MR. SPARGER expl ained that while all nunbers have escal ated over
time, the escalation isn't the sane for each conponent. The
pi pel i ne-conponent escalation is in round nunbers, 30 percent in
that tinmeframe, nostly attributable to nmssive increases in
| abor and materials. Wiile the aforenentioned article isn't
i naccurate, he said it fails to specify what is included in each
nunber, and it isn't an appl es-to-appl es conpari son.

CHAIR HUGE NS asked that M. Sparger conme back with a response
to this question: If the $16.2 billion and other elenents
weren't correctly accounted for, what is the right answer?

MR. SPARGER agreed to that.

11:14: 25 AM

REPRESENTATI VE ROSES returned to happens if both Denali and
TransCanada apply for permts, noting Conm ssioner Galvin had
said the state could issue a permt, but not whether it woul d.

COWMWM SSI ONER GALVIN responded that the state would issue the
permts when the application information is conplete. The state
woul dn't hold up either project for any purpose, and the
projects would be advanced as expeditiously as possible.
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REPRESENTATI VE ROSES surnmised the comm ssioner didn't envision
that it would trigger treble damages.

COWM SSI ONER GALVIN replied no; it's clear in the statute

REPRESENTATI VE ROSES reported there were processes by which the
House Resources Standing Conmttee had noved forward wth
amendnents to AG A that the admnistration agreed to at the
time; however, when it cane tinme to vote, the admnistration
spoke agai nst those. He recalled that when he'd asked what had
changed overnight, the response was that there'd Dbeen
conversations with sone of the pipeline people about inpacts.

REPRESENTATI VE ROSES asked the producers: When we were
considering AGA did you ever have discussions wth the
adm nistration about whether you did or didn't Ilike the

anmendnent s bei ng of fered?

IVS. KING indicated she didn't renenber discussions wth
Comm ssioners Galvin and Irwin when those were being addressed
in the House Resources Standing Commttee.

CHAIR HUGAE NS suggested asking Conm ssioner @Glvin, who'd
synchroni zed those efforts.

COMWM SSIONER  GALVIN  responded t hat regar di ng particul ar
amendnents, it would be difficult to recall who talked to whom
at that nonent. A series of conversations occurred wth
ConocoPhillips and BP; this was through different parties
i ncl udi ng Deputy Conmm ssioner Marcia Davis, not necessarily just
him or Conm ssioner Irwn. Di scussed throughout the process
were the inplications of both the bill and what was proposed

As M. Van Tuyl indicated, a nunber of proposals cane from the
producers, both publicly and internally.

REPRESENTATI VE ROSES opined that many |egislators believed
there'd be several bidders and so voted "yes" on AG A However,
those conpanies either didn't bid or were elimnated because

they didn't neet the so-called nmust haves. So one conpany
remains. If a "no" vote on this license nakes the nust haves
di sappear, he surm sed those conpanies mght wish to cone back
and partner with Denali, for instance.

REPRESENTATI VE ROSES al so noted that TransCanada said it would
have bid differently if it had known it would be the only
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bi dder . He asked whether it's fair to say TransCanada,
Enbri dge, BG Gas, or M dAmerican m ght show up agai n.

11: 20: 22 AM

COWM SSI ONER GALVI N suggested there is nmuch nore significant
conpetition by advancing the |license than by not. Wi | e
theoretically anyone could propose to advance a project, from a
practical standpoint there' Il be no conpetition if this |icense

is voted down.

COWM SSI ONER  GALVI N asked: Wio would junp in and put up
hundreds of mllions of dollars to get to a point of securing
the expectation of going forward? He said it isn't likely,
al t hough nothing about approving the license prevents those

ot her conpanies fromcomng in either.

REPRESENTATI VE ROSES replied that if those other conpanies cane
in, some legislators would see it as an attenpt to advance a
project outside AGA as Denali is doing. One shouldn't be
treated differently than the other.

REPRESENTATI VE ROSES sai d, however, it goes to the likelihood of

partnering with TransCanada and having to live with the so-
call ed nust haves that those other conpanies didn't |ike or else
partnering wth Denali. He opined that there are plenty of

opportunities for conpetition, whether the vote is yes or no.

COM SSI ONER GALVI N responded that conpetition between viable
projects provides options to the state. If there's only one
choice, that won't change if these conpanies join with Denali.

11: 24: 50 AM

MR. PALMER agreed it goes to the likelihood of conpetition. | f
TransCanada is granted a license, there'll be conpetition
between Denali and TransCanada. Hi ghlighting the project's

history and TransCanada's 30 years' involvenent, he said while
others tal ked about a project, under SGDA the parties that put
forward a proposal and actually followed through were the three
producers and TransCanada; others participated short term or not
at all. He opined that without an AGQ A license being granted,
the likelihood of conpetition would be nuch |ess.

CHAIR HUGE NS remarked that he assunes TransCanada's board
wasn't happy to hear about the Denali conpetition.
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MR. PALMER responded that TransCanada isn't surprised there's
conpetition and has faced simlar conpetition on just about
every project it has pursued around the world.

11: 27: 09 AM

REPRESENTATI VE LeDOUX asked Comm ssioner @Galvin: If the
adm nistration was reasonably certain that the Denali project
woul d proceed, would you still encourage the legislature to

approve a |license to TransCanada?

COW SSI ONER GALVI N replied that if Denali announced today that
BP and ConocoPhillips were putting in witing that they were
commtting their gas to the project and ExxonMbil had joined
on, so that the project was a definite go and there was a |ist
of what Denali would provide to the state, then conpetition
woul dn't be needed. If the state didn't need to give anything
and Denali guaranteed a pipeline, there'd be nothing left to
tal k about, including this |license.

COWM SSI ONER GALVI N said, however, that the state doesn't know
what will be requested or given in return, including open-access
provisions or the |lowest possible tariff. Until that point, the
state is in the position of advancing this |icense.

REPRESENTATI VE LeDOUX asked: VWhat if the admnistration knew
Denali woul d proceed to an open season?

COM SSI ONER GALVIN answered that it doesn't get the state
anywhere. Wiile Denali says it will go to an open season, it is
the shippers that decide whether to conmt their gas; the
question is the cost to the state, the terns under which the
shi ppers will agree to do so. Until that point, the state nust
advance the TransCanada project to provide options and thus have
sone control over the val ue exchange.

11: 30: 44 AM

REPRESENTATI VE LeDOUX asked whether her understanding from
yesterday was correct, that under TransCanada's proposal, if it
deci des agai nst constructing the pipeline and the producers had
committed gas to an open season, the producers would still have

to pay TransCanada sonething for its costs.

MR. PALMER clarified that between the tine when a precedent
agreenent is executed and the point of sanctioning the project
to go forward, the custoner is at risk of having to repay
TransCanada for TransCanada's share of the devel opnment costs to
date, but not the state's share of those costs.
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REPRESENTATI VE LeDOUX asked whether this is a commpn scenari o.

MR. PALMER answered that how this risk is shared is often
negoti ated between the custonmers and the pipeline conpany.

MR. VAN TUYL gave his understanding from talking with BP folks
internally that this isn't sonething BP has done. It is another
risk to consider

V. KING concurred, adding that when this was reviewd
internally, it raised flags as being atypical from a shipper
per specti ve.

MR. ZAGER said he had nothing to add.

MR. MASSEY noted his conpany's review was simlar.

11: 33: 36 AM

COWM SSI ONER GALVIN pointed out that negotiations between the
shi ppers and the pipeline conpany will determ ne whether this is
actually expected of the shippers. Wuat's in the application is
TransCanada' s opening offer. No individual aspect of that set
of shipping conditions should be seen as indicating where it
will end up. He recalled that M. Palnmer said it is

unprecedented in his experience to have to put these itens out
publicly far ahead of actual discussions wth shippers.

The neeting was recessed from 11:35:04 AMto 1:20:07 PM

CHAIR HUGEA NS cal | ed the neeting back to order

REPRESENTATI VE KERTTULA highlighted the pipeline structure and
| ongstandi ng disagreenents relating to the tax tariff. She
asked M. Porter and Comm ssioner Galvin: Don't we run the sane
risks wth producers controlling the fields, possibly the
pi peline, and the markets? wn't there be sone of the sane
structural problens include access, tariff costs, and, perhaps
nmost inportantly, the flow of information? She conpared this to
a classic antitrust problem

COW SSIONER GALVIN referenced the findings and agreed those
concerns influenced the decision. He deferred to M. Porter.

1:22:33 PM
STEVEN B. PORTER, Consultant to the Legislative Budget and Audit
Commttee, indicated Comm ssioner @Glvin had partly addressed
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one issue before the resources commttee, the FERC decision-
maki ng process for TAPS versus a gas pipeline. That asi de,
M. Porter opined that the two best ways to address such a
concern are: 1) ensure access to as nuch of the accounting data
as possible and 2) own a piece of the pipeline, which allows
being at the table and understanding the details.

MR. VAN TUYL responded that FERC regulation for gas is far nore
intensive than for oil. Specific affiliate rules inpose
substantial penalties if information flow is inappropriate or
affiliates are found to be favored.

MR. VAN TUYL turned to the question of an overlying antitrust
concern about producer ownership. He said in the state's
findings, one of the state's consultants referenced an attorney
general's opinion, a decision made in the 1970s, when access
regul ations for gas were different and there weren't affiliate
rules and so on. In the 1980s, that limtation was overrul ed by
Congr ess.

MR. VAN TUYL said now there is an entirely different conmercia
structure and environnment. Passed in 2004, ANGPA specifically
provi des for producer-owned pipelines. There also are State of
Al aska opi nions issued regarding producer ownership in this gas
pi peline project. He noted in 2005 WIson Condon said, based on
what was known then, there was no reasonable Iikelihood that
FERC woul d deny certification of a producer-owned pipeline. On
conpetition grounds, M. Van Tuyl said FERC has anpl e renedi es.

MR. VAN TUYL also noted the state's |egal counsel said in 2006
t hat pr oducer ownership  of this project doesn' t raise
significant conpetitive concerns; that's because of FERC rules
for affiliates and so forth. Reporting that Denali recently
applied for a National Environnmental Policy Act of 1969 (NEPA)
prefiling with FERC, which FERC approved, M. Van Tuyl opined
that this indicates FERC has accepted the prospect of a
pr oducer - owned pi pel i ne.

1:26:57 PM

REPRESENTATI VE KERTTULA asked that tonmorrow M. Shepler or the
conmmi ssi oner respond. Recalling that the state hadn't done too
wel | going before FERC for TAPS, a common carrier for oil, she

said she and Representative Holnes mght be the only current
| egi sl ators who, as attorneys, have practiced before FERC She
said there have been a |ot of concerns about trusting a federa
agency, and she has even nore hei ghtened concerns about gas.
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REPRESENTATI VE KERTTULA al so recall ed an allusion yesterday that
sonehow the state's requirenent of 115 percent m ght contradict
federal law. She said she doesn't know any reason it would. As
in many cases relating to TAPS, she'd think Al aska woul d be much
better off going in to FERC with an agreenent, rather than
not hi ng. She asked whether Commi ssioner Glvin had anything
specific on this issue.

1:28: 08 PM

COM SSIONER GALVIN agreed that oil and gas pipelines are
regul ated differently by FERC and that a nessage was received
saying the state should trust federal regulators to protect its
i nterests. Rem ndi ng nmenbers that AJ A s "nust haves" are to
protect Alaska's interests and that this relates to discussion
yesterday with Representative Hawker, he said the issue wth
AG A is to protect the state by getting the pipeline conpany to
act independently, even if it's controlled by the producers.

COW SSI ONER GALVIN asserted that for the state, it's critica
that the interests of the pipeline and the shippers be
i ndependent of each other. O herwise, it will be a different
outcone regardless of who regulates it. From the state's
perspective, trusting the federal regulators isn't the way to
go. Taking responsibility for Alaska's needs is the state's
responsibility and AGA s intent. As to the 115 percent, he
deferred to M. Van Tuyl, who'd nmade the allusion yesterday.

1:30: 15 PM

MR. PORTER responded about the 115 percent, saying he doesn't
bel i eve the contractual obligation to have sonebody cone forward
to submt sonething to the federal governnent violates FERC
regul ati ons. He pointed out that while the state wants the
pi peline conmpany to act independently, it's also trying to get
the pipeline conpany to support things the state has determ ned
it values; thus the state is providing the $500 m |l i on.

MR. PORTER, with respect to trusting the federal governnent,
opined that the vast mmjority of times the state has gone to
FERC, FERC decided in the state's favor and has been the state's
ally over the past few years, including the |ast decision. He
expressed a fair degree of confort in this respect.

REPRESENTATI VE KERTTULA replied that she had other cases and it
wasn't al ways. She explained that she believes, as an Al askan,
that if the state can nake a deal in its best interests, it is
much better to go to the federal regulator with that. It isn't
an aspersion on the federal agency, she clarified. Her concern
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is wanting to be in control, rather than turning it conpletely
over to the federal regulator; this relates to alnobst every
interaction involving the federal governnent.

1:32:15 PM

MR. DI CKI NSON noted the legislature took a big step last year in
protecting sonme of the state's interests. The state gets four
maj or cash flows from oil and gas devel opnent. For two of the
smal l er ones, property tax and incone tax, the higher the
tariff, the better the state does. The two |arger pieces are

royalties and, at current prices, production taxes, which are
several times the royalties. The legislature has put in place a
remedy for the production taxes.

MR. DI CKINSON said under AS 43.55.150, if a producer who pays
the production tax has any interest in the pipeline carrier, the
downstream transportation cost isn't what is paid. Instead, it
is the lower of the actual cost or the reasonable cost. By
regul ation, DOR can use any reasonable nethod to define the
reasonabl e cost.

MR. DI CKI NSON gave an exanple. He said if the state had a major
FERC rate case for any pipeline involving an affiliation between
carriers and shippers, and if the state had said aspects were
reasonable and fair but had lost the case, it would al nost be
obligated to cone back and put that in regulation for tax
pur poses. He noted he hadn't done any work before FERC.

1:34:08 PM

MR. PALMER told nenbers TransCanada is an independent pipeline
conpany. He believes its interests are inherently aligned with
the state, with the goal of expanding and having additional
cust omers. However, AG A specifically requires TransCanada to
sponsor rolled-in tolls before FERC up to 115 percent.

MR. PALMER explained that this is the norm for all of

TransCanada's Canadian system but wi t hout a limt of
115 percent. This is a policy decision the Canadi an government
t ook decades ago and, to his understanding, the State of Al aska
took a year ago. Granting an AGQ A license ensures that a

pi pel i ne conpany at |east sponsors that in front of FERC

MR. PALMER also noted that, because of AG A, TransCanada is
commtting to a certain debt/equity ratio. He indicated that
w thout AG A, a nunber of parties had described that they would
sponsor proposals with a much thicker equity ratio that m ght be
granted by FERC.
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1:36: 04 PM

MR. PORTER said there has been substantial energy w apped around
the rolled-in rates and 115 percent, nmuch nore than the
statistical chance of it ever occurring. Rolled-in rates wll
happen to approximately 6.5 Bcf/d, which includes a 2 Bcf/d
expansion that is huge

MR. PORTER explained that to conmt their gas, conpanies have to
find enough to even neet their contractual obl i gati ons.
Furthernore, the profile for Prudhoe Bay, even if Point Thonson
is included, will tail off in 12-14 years. So the 115 percent
shoul dn't be an issue and won't |likely ever occur, even though
TransCanada is willing to do it.

MR. PALMER asked whether M. Porter had exam ned every possible
engi neering increnent between 4.5 up and 7.2 Bcf/d, conputing
the hydraulics and understanding the potential timng. He said
TransCanada hadn't done so, although it |ooked at certain
scenari 0s.

MR. PALMER said for the scenarios it provided, with an increase
from 4.5 to 5.9 Bcf/d, increnental tolls are actually |ower.
However, if individual increnents are |ooked at, noving up by
about 250 mllion a day, he surmsed there could be a
ci rcunstance wherein incremental tolls are higher than rolled-in
tolls before getting to 7.2 Bcf/d. Wth the 115 percent control
i ssue, he opined that the state is in very good shape.

MR. PORTER replied that he was using TransCanada's data provided
to LB&A, which showed that rolled-in rates up through 6.5 Bcf/d
basically didn't exceed the original toll.

MR. PALMER pointed out that TransCanada gave two specific
volunes going from 4.5 to 6.5 Bcf/d, not every particular
i ncrenment .

1:40: 26 PM

MR. DI CKINSON took issue wth what he interpreted from
M. Palner's coments, that the interests of an independent
pipeline and the state are inherently aligned. He opined that
M. Palnmer had given a very good analysis of how the state
decided to encourage and protect exploration interests and,
through AG A created ways to align with TransCanada in that
respect. But he said the reason that's inportant is this: The
i nherent alignnment is between the producers and the state.
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MR. DICKINSON referred to discussion by Representative Gtto
this nmorning and explained that the "price" part of the bar
determ nes the anount of wupstream rents. Those get divided
anong the state and the conpanies, the | essees. How nmuch exists
to be divided is determned by market price and transportation
costs. In that sense, the producers and the state are aligned
intrying to keep transportation costs |ow.

MR. DI CKI NSON nentioned the debt/equity ratio. He said he isn't
guestioni ng what TransCanada has done, but directionally that is
novi ng noney from the pockets of the producers/state to a third-
party pipeline. There can be nore or less alignnent, depending
on how these are structured.

MR. PALMER clarified that TransCanada is aligned with the state
in wanting expansions and fostering upstream conpetition so
there are many custonmers over tine, not just the initial
cust oners. He said there is no question that producers as
shi ppers want the pipeline conpany to have a low rate of return
and attractive comercial ternms, whereas the pipeline conpany
often wants a higher rate of return. However, the producers as
pi peline owners or corporate entities my have different
i nterests than shi ppers.

MR. PALMER noted he has expressed over the past 40 days that it
is also TransCanada's interest to have low tolls. He said
TransCanada has prom sed to provide attractive commercial terns
under the AQ A application. Hi ghlighting TransCanada's record
of successfully expanding its pipeline systens over tinme, he
noted it wasn't acconplished through overcharging its customners.

MR. PALMER agreed that on issues like rate of return there is a

difference of opinion between shippers and TransCanada. Any
royalty collector also has that dichotony in relation to a
pi peline conpany. But he suggested TransCanada's 50-year

hi story shows success in balancing those interests, sonetines
with the assistance of a regulator and sonetines through
negoti ated rates. He said this success hasn't been through
m sal i gnment with custoners or governnents.

1:44: 45 PM
MR. VAN TUYL said as a shipper, wth respect to whether a
rolled-in rate results in a subsidy, BP has two issues. The

provision says initial shippers are charged one rate, while
those wanting to expand or cone |ater get charged a different
rate, which will be |ower because subsidization can occur. It
di m nishes the likelihood of a successful initial open season,
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since shippers wll want to conme second, not first. As a
shi pper, BP wants to get its gas to nmarket and wants that open
season to be successful .

MR. VAN TUYL reported another concern, how AGA works in
conbination wth TransCanada's application. Article 130,
paragraph 7, talks about the ratemaking that AG A requires, and
TransCanada' s application says the shippers cannot oppose those
rates before FERC. He expressed concern that this prevents the
very negotiation needed to come up with an agreenent.

MR VAN TUYL turned to the pipeline owner perspective

Referring to M. Palnmer's indication that owners would seek a
thi cker debt/equity ratio, he cited a structure negotiated with
the state two years ago wherein BP agreed to "seek"” but not
actually conmt because financing hadn't been arranged yet.

MR. VAN TUYL explained that the desire was to avoid locking in
sonething up front that couldn't be financed, and the agreenent
was to seek an 80/20 ratio that would have resulted in a |ower

tariff than AG A requires. He also specified that, as a
pi pel i ne conpany, Denali absolutely wants custoners, too, and
wants upstream conpetition and to keep the pipeline full for

decades to cone.

1:47:29 PM

COWM SSI ONER GALVIN returned to alignnent. He said the state is
aligned for tax and royalty purposes with potential shippers in
wanting a well head price as high as possible. At the same tine,
its interests align with the pipeline to nmaximze throughput,
what ever producer or new explorer nmay cone along. So its
interests depend on the goal. The pipeline will be notivated or
required to act in a way that is in the interests of the pipe to
expand, which shouldn't be influenced by the ownership.
Referring to M. Porter's coments, he said the question is
where the interests align

COWMWM SSI ONER GALVI N explained that in sone cases, the state is
providing a mtching contribution to try to attract an
applicant, while for a producer the state's desire is to ensure
it's driven by the notivations of an independent pipeline
conpany for rolled-in rates, expansions, and so on. He said the
state will be driving the independent pipeline conpany applicant
towards |ower tariffs. It's a balance, having the independence
and potential conflict between those two interests.
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CHAI R HUGE NS asked nenbers to hold questions relating to FERC
until Monday if possible.

1: 50: 01 PM
MR. PORTER pointed out that he didn't know of anything in AGA
that creates a lower tariff. He asked Comm ssioner @&lvin to
el abor at e.

COWM SSI ONER GALVIN replied that AG A required the applicant to
cone forward with a particular debt/equity ratio. As the
application came in, there were other provisions regarding
return on equity and other aspects of the potential tariff that

wil | be part of the negotiation and, ultimtely, t he
adj udi cation at FERC. As detailed |ast year, the debt/equity
ratio is a significant driver of the ultimate tariff. The end

result of the ratio required by AGA will be a lower tariff.

COWM SSI ONER GALVI N acknow edged that other pipelines may cone
in and have a 80/20 ratio, but indicated the state was | ooking
at other pipelines proposed in other |locations where the
debt/equity ratios are significantly lower than the 70/30 or
75/ 25 seen here. He asserted that the state has a nuch greater
assurance of the debt/equity ratio under AG A than if going
forward wth another pipeline project, given the industry
st andar ds.

1:51: 56 PM

SENATOR BUNDE said he understands the producers' concerns about
a 25-year FT commitnent, but asked the shippers: | f Denali
becane a viable pipeline, wouldn't it want a simlar commtnent?
And if there were a shorter commtnent, would it call into
guestion how arms length the Denali shippers were from the

ConocoPhi | I'i ps/ BP producers?
MR. ZAGER suggested that this be directed to the owners.

M5. KING responded that she doesn't believe Denali has said
clearly what its FT period would be, though she envisions 20 or
25 years. She expressed confidence that Denali is preserving
its ability to have those conversations wth custonmers to
determine what ternms for shipping conmtnments would attract
cust oners.

M5. KING explained that if a certain anmpbunt of costs need to be
recovered, a shorter tineframe likely will raise the toll; wth
a longer tinmeframe, usually the toll goes down. From a pipeline
perspective, the balance sought is being able to recover costs
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appropriately and yet have risks that shippers will accept. She
i ndi cated nobst conpanies that have talked about this pipeline
have | ooked at a 20-year-type shipping conmm tnent.

MR. VAN TUYL added that Denali will consult with all prospective
shippers to find out their needs and structure the tariff
accordi ngly. That includes folks with no resources currently,
producers exploring for gas today who want to perhaps have it
available at the initial open season or down the road. The
terms of service that are offered will cone as a result of those
consultations; the sanme terns of service will be offered to all
simlarly situated shippers, not just affiliated parties, which
he said is the definition of open access.

1:56:15 PM

SENATOR BUNDE noted a concern about the FT commtnent has been
that it is listed as debt and inpacts the economc viability of
this project. He recalled, however, that Econ One said it
really shouldn't be listed as debt. He asked about this.

COM SSI ONER GALVIN offered to nmake available Econ One's report
to the legislature froma couple of years ago.

MR. DI CKINSON noted he'd also given a presentation a year ago
and had a copy with him Mentioning disclosure of long-term
obl i gati ons, he said what's really at stake isn't the
accounting, which he believes is fairly clear. Rather, it's how
the disclosures in the footnotes are used by financial analysts.
As heard yesterday, credit analysts and equity analysts | ook at
it differently.

MR. DI CKI NSON suggested the issue is whether there is a bal ance
sheet inpairment, a cost to a conmpany of making an FT
commtnment, or whether it can be witten off and the value
doesn't really transfer until years later. To fairly represent
a conpany's financial position, one nust disclose those, and
they are debt-like. As to the critical issue of what it neans,
he said there is a reason that finance is an art and not a
science. There are different ways to |look at it.

1:59:33 PM

RI CH RUGE ERO, Area Manager and Senior Advisor, Gaffney, Cine &
Associ ates, Consultant to the Admnistration, focused on the
difference between economic viability and how sonething ranks
within a conmpany's investnent portfolio. Referring to AGA, the
Black & Veatch analysis, and the base case that ExxonMbil and
its expert didn't disagree with, he said for the cash flows
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there is $160 billion in profit allocated to the producers
within that nodel. It's an internal nodeling and investnent
deci si on-maki ng process that says, for ExxonMbil and a nunber
of other conpanies, that they nmust treat FT as debt.

MR. RUGE ERO expl ai ned that each conpany develops criteria for
how it chooses to invest its noney. Even though the NPV may be
zero when the economics are run on a discounted basis in that
nodel, there's still $160 billion of profit, positive cash to
the conpanies above their expenses and costs in the project.
The economc viability didn't change.

MR. RUGAE ERO told nenbers that there isn't a universal treatnent
across the industry on FT. In his time working for a major oi
conpany, he has seen FT treated as unbooked debt; not treated as
unbooked debt, subject to the credibility of the custoner to
which the gas ultimately was delivered to; and treated just as a
f oot not e. Ci rcunst ances have changed over tine, and in the 20-
plus years he has worked with FT, he has seen the rules and the
treasury departnents of the wvarious oil conpanies treat it
differently under different circunstances.

2:01: 49 PM

MR SMTH of Black & Veatch added to the coments of both
M. Ruggiero and M. Dickinson, highlighting statenents from
Gol dman Sachs yest erday. M. Smith said there are two issues

1) economc viability, cash flows, and benefits of those to
various parties, and 2) inplications to the balance sheet,
whether it effectively becones a liability and inpairs the
ability to borrow nore noney and so on.

MR. SM TH said not considered in the discussion was this: If FT
is treated as debt and shows up as a liability, what about the
asset that shows up on the balance sheet as well? That should
be factored into the analysis along with the associated benefit
the producers would have, listing that asset as a liability
associated with reserves. It is conplicated, and he indicated
Bl ack & Veatch has seen nany opini ons about it.

MR. SM TH enphasized the balances and asked: If it is an
obligation and potentially affects the ability to borrow, what
about the associated benefits that the equity holders have, and
that they're now flowing the gas through the pipeline and
realizing those revenues?

2:03:15 PM

JT. SENR/ HRLS COWMM TTEES -41- July 12, 2008



COMM SSI ONER GALVI N responded that for himthat's the inportant

poi nt . The FT issue is both positive and negative. On the
negative side is conmtting to nake these paynents over a |ong
peri od. On the positive side is the ability to make a |ot of

nmoney. What is heard fromthe shippers enphasizes the negati ve.

COWMWM SSI ONER GALVIN recalled that the Econ One report says this

will affect the producers' ability to borrow noney. If it is
additional debt, he surmsed it wuld add to the debt |oad and
reduce the capacity to borrow noney. It needs to be discussed

in the full context of the value exchange. Soneone who nmakes an
FT commitnent gets to nonetize a |ot of gas, he said, but takes
on a financial obligation. That bal ance nust be wei ghed.

2:04:42 PM

MR. DI CKINSON concurred, but pointed out that due to what
accountants call the ™"principle of conservatisni it isn't
symetri cal . Different rules apply when booking things Iike
assets conpared with the timng for booking an obligation or
l[Tability. He gave his understanding that Econ One was saying
an analyst viewing this will |ook at the disclosed footnotes,
what project it was part of, and whether or not it wll likely

strengthen or hinder the conpany.

MR. DI CKINSON relayed his understanding that yesterday ol dnman
Sachs said for sonme conpanies this mght be an inpairnent, while
for others it mght be a benefit as part of the entire project.
He said this is why some folks are good at this kind of
financial analysis and others aren't. [It's not sinply adding up
nunbers. There are different ways of |ooking at it.

M5. KING said they' ve been debating this four years and haven't
figured out to succinctly describe what happens with respect to
how t he conpany treats FT. This project is unique. When t hat
FT commtnment is nade, it could be eight years before first gas,

so the lead tine on this project is a big issue. It is a huge
financial obligation because the project costs and natural gas
prices aren't known. The FT commtnent is significant and

clearly is sonmething the conpany nmust account for

M5. KING asserted that in a |ease-versus-buy analysis, it cannot
be gotten around by saying it isn't a true cost just because
there is an agreenent to pay soneone else for that service for a
long time. The timng of when that shipping commtnent happens
is a big issue. To offset that, when the conpany books reserves
there are clear federal Securities and Exchange Comr ssioner
(SEC) criteria.
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M5. KING said one criterion is that it be econonic. But the
conpany won't know whether the reserves are econonmic for many
years. Hi ghlighting the conplexity when booking reserves, she
said the timng for this particular project is different in many
regards fromthe timng of taking this obligation on.

2:08:45 PM

SENATOR BUNDE said while he has heard concerns from shippers
about rolled-in rates and paying a prem um or subsidizing other
fol ks, those who show up initially will get to ship gas 365 days
a year, for several years, before the new rolled-in rates. He
asked: Isn't there sone anortization of that subsidy because of
the NPV and that the conpany is gaining value |ong before having
to pay additional rates?

MR. VAN TUYL answered that BP as a shipper will make an FT

coomitment if the terns offered in the open season are
commercially reasonable. As stated before, BP is concerned
about the terns required in AGA and offered in TransCanada's
application, as well as issues such as the wthdrawn-partner

l[iability TransCanada i s exposed to.

MR. VAN TUYL said those cause concern in evaluating an open
season under Ad A However, BP is conmtted to get its gas to
mar ket and wants to be able to hold an open season that enables
custoners to entertain commercially reasonable terns, which he
said is part of the reason BP and ConocoPhillips joined together
to form Denali.

MR. PORTER responded al so, saying he was trying to figure out if
and how an explorer would wait. For instance, an explorer m ght
realize it didn't have to show up to the initial open season,
but could wait for an expansion and thus wait to drill a well
However, the range of possibilities for a prospect is wder for
a conpany that drills now rather than |ater. Drilling later
requires finding enough gas to propose an expansi on.

2:12:20 PM

SCOIT HOBBS, Energy Capital Advi sors, Consultant to the
Adm nistration, noted he was a pipeline executive in the
Lower 48 for about 25 years and thus has a fair anount of
experience negotiating FT contracts. He said this clearly is a
significant, inportant conmm tnent. However, the potentia
shi ppers have done an excellent job today in focusing on risks.
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MR. HOBBS enphasized that this also can be a highly valuable

asset . It opens up the stranded gas, this incredible resource
that has been sitting there a long tine. Noting how
sophi sticated the producers are at negotiating a contract |ike
this, he predicted at an open season they'll negotiate points
along the line as cost estimates are continually refined and so
on. Up to project sanctioning, he proposed that they'll

probably be asking TransCanada to give them an escape hatch if
costs get too high and will work out sonme way to cover those.

MR. HOBBS told nenbers this is what happens in a negotiating
process. This is a good thing and is what AGQ A pronotes, the
effort to get the parties noving this project forward. Wile he
agreed it absolutely is a significant risk to the producers, he
enphasi zed that this asset also could create trenendous wealth
for those producers. There are two sides to it.

MR. HOBBS added that these same producers took capacity on his

own pipeline and were actually shipping gas, in sone cases
W thout equity gas and in sone cases with equity gas, their own
gas flow ng through. He said they viewed that transportation

capacity as an asset that allowed themto nove | ess-val uabl e gas
to a nore val uabl e nmarket.

The comm ttees took an at-ease from 2:15:46 PMto 2:38:28 PM

2:38: 55 PM

COWMM SSI ONER GALVIN returned to positive and negative aspects of
the FT commtnent. He agreed it is worth sonething; absent
ot her considerations, he said it is the key to a gas pipeline.
In the next year or so, there'll be discussion with the
producers, the shippers. The key question will be how nuch the
state nust throw into the kitty to get a conmtnent. The
guestion isn't whether it has value, but how to put a price on
t hat . He surmsed there won't even be agreenent anong the
shippers as to the price tag. Thus discussions will be fairly

conpl i cated and perhaps uni que to each shi pper.

COW SSIONER GALVIN opined that maybe this process has been
m sconstrued as a vote for either the TransCanada or Denali
proj ect . Instead, he asserted, this vote is to establish
conpetition in order to provide a choice at sone point, to allow
an assessnent as to whether one is better than the other, what
it wll cost, and the possibility of having it work one way or
t he ot her.

2:43: 01 PM
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M5. KING noted TransCanada's application references that it
expects the state to thoroughly evaluate and seriously consider

the financial and commerci al feasibility of dedi cati ng
significant state resources to underwiting an alternative
financing nechanism for the project. She asked the
adm ni stration: If the State of Alaska had to take the entire

shi pping commtnent for this pipeline, how wuld you treat it?

COMM SSI ONER GALVIN referred to the first hearing in Juneau and
said he'd indicated those are things TransCanada has proposed
that it would like the state to perhaps consider doing at sone
point. However, the administration hasn't done that analysis or
made that determ nation

MS5. KING asked: If the state were asked to sign up for hundreds
of billions of dollars of shipping commtnent, would it have a
financial inpact on the state?

COM SSIONER  GALVIN replied yes; the inpact would be both

positive and negative. Referring to testinmony from Gol dman
Sachs and others, he said one nust |ook at both obligations and
opportunities. If the state took an FT commtnent, he surm sed
it would go along with sone sales contract whereby the state had
the gas as well. As M. Ruggiero had indicated, there'd be a
tremendous anount of profit as that went forward. Al that

woul d be taken into consi deration.

2:45: 34 PM

CHAIR HUGA NS renarked that he'd have assuned because it's a
potential scenario - whether renote or not - and because it's in
the application, the state woul d have eval uated that sonmewhat.

MR. PORTER replied that during the stranded gas process the
state evaluated participation in a pipeline and believed it
could handl e 20 percent participation. However, the desire was
to not make that choice until the point of project sanctioning
and the financial investnment decision.

MR. PORTER explained that at that time, there'd be the best
chance of understanding project costs and so forth. The state
could sell down its interests and receive 100 percent of the
val ue back for each segnent including the gas treatnent plant
(GTP), the Al aska portion, and so on, down to the level of risk
that could be handled then. So 20 percent was sonewhat high

but there were several outs. He said that economc analysis is
there and would just need to be updat ed.
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COMM SSIONER  GALVIN stressed the nunmerous possibilities and
i ndicated the adm nistration had done the analysis necessary to

provide information needed on this decision. There wll be
future decisions; the context is yet to be determned or
di scover ed. For this particular issue, in terns of the state
potentially taking a role it hasn't even contenplated, he said
no analytical tine was spent - it wasn't relevant to the current
deci si on. If it's put on the table at some point, it will be

anal yzed based on information presented at that tine.

2:48: 08 PM

MR. ZAGER said his conmpany doesn't necessarily have a stake in
whether the line is built by TransCanada or Denali. He rel ated
a lesson |earned from business: Keepi ng options open is a very
expensive proposition. In this case, he said, it's not just the
nmoney but also the resources if two projects go forward.

MR. ZAGER noted the object is a successful open season. If an
open season fails, it goes back to square one. He suggested
sitting dowmm and diagrammng the two paths, step by step, for
getting to a successful open season, an acceptable position
considering the tineline, even if it nmeans not every desired
detail is included.

2:49: 43 PM

MR. PORTER agreed that there are benefits to ongoi ng conpetition
but cautioned about duplication. He said the parties plan to
put any costs from this point forward into the tariff. The
| onger duplication occurs, the nore sonebody's cash wll
di sappear; sunk costs won't show up in the tariff. He gave his

understanding that FERC won't allow two separate projects to do
research on the sane information and put that into the tariff.

MR. PORTER posed an exanple, saying he doesn't expect it to
occur. | f TransCanada went through to the FERC certificate and
had spent $160 nmillion, that would be $160 million in
duplication; that cost would have to either be "eaten by the
negoti ations" or be a sunk cost. That is an additional burden
on this project, he asserted, expressing hope that sonehow this
relationship is fixed soon enough to avoid this scenario.

COWM SSI ONER GALVI N agreed generally that keeping options open
has costs, but again spoke about the benefits of continuing
conpetition and keeping options open. Wiile there potentially
will be duplication if both projects proceed, he said it is
stated within the AG A process that TransCanada won't put any
costs that are reinbursed by the state into the tariff; there's
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no duplication there. He indicated one project is proceeding
under a guarantee, while another is based upon an independent
decision of the owners, with no particul ar guarantee. From t he
state's perspective, costs versus benefits nust be anal yzed.

2:53: 54 PM

REPRESENTATI VE  FAI RCLOUGH asked: Has the administration
accepted stipulations from TransCanada inside of the AGA
licensing application that are different from those revi ewed by
the legislators who voted yes on AGA? She said she'd never
voted on a specific route, a termnation point, or tying into a
particular line, for instance. Wile the admnistration
accepted an application that conplies with AGA, it is different
fromwhat was voted on by this |egislature.

COWMM SSI ONER GALVIN indicated AG A created a conpetitive process
under which different potential outcones were available, and
TransCanada provi ded one.

REPRESENTATI VE  FAIRCLOUGH said TransCanada has different
stipulations that the state, in approving the Ilicense, wll
accept. It is a different vote. The legislature isn't voting
again on the 20 so-called nust haves; those are included in the
licensing application. But there are different requirenents and
trade-offs with respect to risks and success, values within the
new application.

COM SSI ONER GALVIN replied that using the term "stipul ations”
gives the inpression that it puts obligations on the state that
would be in addition to what's in the AGA statute. He said
TransCanada has included a description of a project plan that
has a nunber of different factors that clearly are new and that
the | egislature had no know edge of when they voted on AG A

COM SSIONER GALVIN said while those are clearly relevant to
this discussion, they aren't set in stone. They can be nodified
so long as they don't dimnish the value to the state or
decrease the Ilikelihood of success, and they may change going
f orward. He said that is a point just between the shippers and
the pipeline that is inportant to today's conversation.

2:57:01 PM

REPRESENTATI VE FAI RCLOUGH nmade the point that sone nedia people
say because the legislature voted for AJDA, it should also vote
on this application because the adm nistration has negotiated or
accepted a proposal that has a different structure inside of it.
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It has been suggested that sone itens relating to risks and
rewar ds perhaps coul d be negoti at ed.

COMM SSIONER GALVIN agreed with the prem se. He clarified,
however, that the admnistration didn't negotiate or approve,
but evaluated and is bringing forward and recomendi ng.

REPRESENTATI VE FAI RCLOUGH gave her understanding that the
admnistration did request addi ti onal clarification from
TransCanada in the process that the adm nistration used for four
nmont hs in evaluating those applications.

COMWM SSI ONER  GALVIN concurred, saying he hadn't neant to
contradict that.

REPRESENTATI VE FAI RCLOUGH gave her understanding that the
legislature is considering sonmething in addition to AG A that
the adm ni stration believes will benefit Al aska.

COWMM SSI ONER GALVI N agr eed.

REPRESENTATI VE FAI RCLOUGH said while constituents have contacted
her in support of both AGA and the Denali project, before the
legislature is a yes-or-no question on TransCanada's |icense.
In evaluating the license's |ikelihood of success, she nust
consider the availability of gas.

REPRESENTATI VE FAI RCLOUGH noted it was news to her in June that
Poi nt Thonson is off the table. She recall ed that Conm ssioner
Gal vin was asked a question that gives her pause today, relating
to the fact that the cost hadn't been calculated to the state in
terms of NPV, litigation, or time and how it wll affect this
proj ect .

REPRESENTATI VE  FAI RCLOUGH said Poi nt Thonson has been
characterized as an oil field. She gave her understandi ng that
this year additional reservoir information was provided to the
Alaska O and Gas Conservation Comm ssion (AOGCC) to detern ne
whet her the blowdown wll be "a way forward." She asked
Ms. Foerster about a tineline for AOGCC to thoroughly eval uate
the information it has and determne whether it agrees or
di sagrees wi th ExxonMobil's findings.

3:01:13 PM

CATHY FOERSTER, Commi ssioner, Alaska Ol and Gas Conservation
Comm ssion, Department of Administration, indicated there are
several ways an evaluation could go. One is that DNR and
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ExxonMobi|l could continue their dispute over |ease ownership,
and ExxonMobil could decide it's not in its best interests to
continue sharing confidential information and could say it is
done. The tineline would be over, she noted, since AOGCC would
have no ability to evaluate it.

M5. FOERSTER said another way is that the dispute could

continue, but ExxonMbil could choose to continue the study
because it feels that's in its best interests. Shoul d the
di spute conti nue, AOGCC hopes that'll be the path taken. | f

so, AOCCC s target for conpleting the data exchange is the end
of 2008 or early 2009. Consul tants that AOGCC has hired wll
probably take an additional three to six nonths to analyze al
that data. So a conpleted anal ysis would be m d-2009.

M5. FCERSTER noted there'd be all kinds of bifurcations here
She said if, at conmpletion of AOGCC s analysis, it was clear
that ExxonMobil's interpretations were correct, then it would be
up to ExxonMobil to conme to AOCGCC with a request for pool rules
that allow developing the field as a gas field. Unl ess
ExxonMobil waited until AOGCC s analysis was conplete before
doing that, a tinely response from ACGCC woul d be difficult.

M5. FCOERSTER said assum ng ExxonMobil waited until md-2009 and
t hen requested pool rules, unless AOGCC continued the hearing by
requiring nore information and anal ysis, AOGCC should be able to
respond to the request within a nmonth or so after the hearing.
So AOGCC would have that answer before the end of 2009, which
she believes would be before the open season. That is one
possi bl e path.

3:04: 12PM
M5. FOERSTER sai d another possible path is if AOGCC didn't cone
to the sane conclusion as ExxonMbil. |If disputes continued, it

woul d stop there. But if ExxonMobil and the state cane to sone
agreenment and ExxonMbil returned to acting on the 23rd plan of
devel opnent (POD) it had proposed, then its tineline has first
production from Point Thonson in a small-scale cycling project
and two horizontal wells into the oil rim This would be needed
to answer renmining AOGCC questions, whether it's really an oil
reservoir and oil rimand whether the gas is in need of cycling.

REPRESENTATI VE FAI RCLOUGH asked whether cycling in those two
wel I's nust be explored to understand the tineline.

M5. FOERSTER replied possibly; AOGCC s analyses wth its
consultants mght lead it to the same conclusion as ExxonMobi l
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If not, and if it's going down the path where ExxonMobil has the
ability to go in and devel op, then ExxonMbil's tineline says it
may be 2013 or 2014 before first production.

M5. FOERSTER added for the oil rim if that's going to be a
failure, AOGCC will know that pretty quickly, perhaps weeks to a
month. |If the oil is as viscous as AOGCC believes, the gas wl|
cone down and the water will cone up, and it won't be an oi
wel | anynore. As for cycling, it could take up to six nonths.
In that scenario, AOGCC likely wouldn't have the answer unti

| ate 2013 or 2014.

M5. FOERSTER opined that the only way Point Thonson couldn't be
avai l able for an open season is if ExxonMobil and DNR were stil
in dispute. If AOGCC conpleted its analysis and agreed wth
ExxonMbbi|l that it is a gas field and that gas can be nom nat ed,
and with M. Massey's confidence, she surm sed ExxonMobil could
certainly put its reputation on the table at an open season and
nom nate Point Thonmson gas, betting on the eventuality that in
2014 "we'll get smart."

3:07:21 PM
MR. PORTER asked: If it is believed that there will be a gas-
cycling project, is there a range of tine? And what anount of

reserves is believed to be necessary?

M5. FOERSTER replied that this is where it gets unfortunate for
ExxonMobil and Point Thonson comng into a gas |ine. The
proposed POD that ExxonMbil has offered has only two wells.
She asked how nmuch condensate woul d be produced from cycling.

MR. MASSEY answered 10,000 barrels a day.
M5. FOERSTER said if it produced that and didn't start unti

2013 or 2014, then by the tine it was wanted for the gas Iine,
| ess than 5 percent of the condensate would have been produced

with just those two wells. If it became her job to convince
M. Massey that she was right, then in order to get Point
Thomson gas into the line in a reasonable anount of tineg,
Exxonhbbi | would have to undertake a highly accelerated

devel opnment programto get nore cycling production.

3:09:11 PM

REPRESENTATI VE FAI RCLOUGH indicated Comm ssioner Ilrwin of DNR
wasn't present and said she understood that there was litigation
and that the state needed to protect itself, but also recalled
on May 28 in Anchorage he'd said, "Trust ne, this team has done
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our homework. " Sayi ng she needs verification and is seeking
confidence, she enphasized that her top criterion is whether
there are gas commitnents, but she isn't getting clarity on
Poi nt Thonson. She asked: Were's the gas?

COM SSI ONER GALVIN noted the admnistration hasn't taken the
position that the legislature had passed the AGA l|aw and
therefore nust pass this license. The admnistration is here to
present information on the license and why it believes this is
the right one, and to answer questi ons.

COWMM SSI ONER GALVI N sai d t he adm nistration's position
t hroughout the AG A process has consistently been that this
project is economcally viable with or without the Point Thonson
gas being available on day one. Noting this has been supported
by the state's analysis and the economc analysis by Black &
Veat ch, he indicated | egislators could accept that or not.

REPRESENTATI VE FAI RCLOUGH gave her understanding that Point
Thomson was a consideration when the applications were
submtted. She asked: Did TransCanada and the other applicants
bel i eve Point Thonmson gas woul d be avail able to bid?

COW SSI ONER GALVI N deferred to M. Pal ner.

3:12: 42 PM

MR. PALMER responded that when TransCanada bid | ast Novenber, it
expected the proven reserves on the North Slope wuld be
avai l abl e, not having the depth of understanding of either the
| easehol ders or the State of Al aska governnent.

REPRESENTATI VE FAI RCLOUGH interpreted this as "yes" - proven
reserves would have included Point Thonson. She said she wasn't
trying to be critical, and quotations say it is hugely
econoni cal . But to her, it was always a consideration that
Poi nt Thonson had to be included to fill up the pipe. She said
she coul d nove past this point, however.

COM SSI ONER GALVIN replied that the admnistration |ast year,
when testifying on AG A, expected Point Thonson gas to be
i ncluded; the sane was true last fall. Wen it reviewed the
applications, it found TransCanada expected Point Thonson gas to
be avail abl e.

COM SSI ONER GALVIN said not until it was amdst its analysis

did information began to conme in with respect to 1) technica
information on what M. Foerster had just discussed and 2) how
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long it was expected to work through those issues. Only then
did the admnistration recognize the need to be able to tell
| egislators whether the project's viability depends on Point
Thonson, regardl ess of how things work out on the | ease di spute.

COWM SSI ONER GALVI N noted that analysis of the nore conservative
base case, assumng no Point Thonmson gas, showed it is fine
economcally in ternms of providing the conmmercial opportunity
for the gas shippers. So the admnistration believes Point
Thonmson isn't a critical aspect of this decision.

COWM SSI ONER CGALVI N suggested a question for M. Foerster is
whet her the remaining fields can supply sufficient gas to fill
these pipes. He said when it cones to the |ife of the project,
Poi nt Thomson becones part of the discussion about a gap between
FT commtnments at the beginning and what is known to be
avai |l abl e i mmedi ately.

COW SSI ONER GALVIN explained that gas will come from existing
fields, Point Thonmson, and yet-to-find (YTF) gas. |It's a matter
of timng. The economic question right now is whether there's
sufficient gas expected, absent Point Thonson, to nmake this
project go. He said the adm nistration believes there is.

3:17:26 PM

REPRESENTATI VE FAI RCLOUGH noted while she's heard that answer
over the last 40 days, the calculated costs for the whole
project don't include the expense of tinme or noney on that
field, Point Thonson. She suggested there is a litigation cost
that isn't in the economc nodel but is a cost to Alaska as a
whol e. It includes enploynent, time, and attorney fees, though
it mght not be an appropriate cost to add to the m x.

REPRESENTATI VE FAI RCLOUGH cited the question of whether the
state would permt an ice road this year to bring in rigs to
| ook at cycling. She said the answer received in Anchorage was
that it's "squishy" as to whether DNR can say if it wll Ilet
those permts be approved if the state is in litigation with
ExxonMobi| over Point Thonson; the state is fighting for its
right to take that back. She said she wasn't bei ng derogatory.

3:20:17 PM

COM SSIONER GALVIN referred to the findings and said in the
anal ysis, particularly for the conservative base case, various
production charts show where the adm nistration expects the gas
to cone from Primarily due to the state's tax system the
| ocation significantly affects the econom cs. If it cones from
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existing fields, there'll be a lower <cost to invest for

exploration or devel opnent, for instance, and thus there'll be a
hi gher margin economcally. Wth YTF gas, however, the economc
calculations had to include all costs associated wth
exploration, developnent, and production. Then the timng
becones a question of when it will fill the pipe.

COWM SSI ONER GALVI N expl ained that the econom c anal ysis assunes
flat throughput. For the conservative case, if Point Thonmson
comes in, the assunption is it wouldn't happen until existing
production declined to the point where Point Thonson and the
other YTF gas nearly fills it up to the initial throughput. I n
that regard, it was pushed out quite a distance. He menti oned
being highly conservative in the economcs and saying it won't
come in right amay or within the first five years.

COM SSI ONER GALVIN also nentioned the litigation and building
an ice road, indicating the cost would be fairly insignificant
conpared wth the anounts assuned for exploration and
devel opment associated wth these projects; he surmsed it
woul dn't sway the econom cs nmuch and would becone a matter of
timng. He opined that the adm nistration had pushed it out so
far, it isn't a driving force in that analysis. If it is
assunmed to conme in sooner, it is assumed that it will expand and
all the economics will becone inproved.

3:23:31 PM
M5. FOERSTER enphasized that for three and half years she has
been sayi ng Point Thomson m ght not be avail abl e.

COWMM SSI ONER GALVI N apol ogi zed for the oversight.

MR. PORTER asked whether his understanding from the charts was
correct, that the YTF gas was defined as half comng from the
state and half from onshore federal | ands.

MR SMTH affirnmed that.

MR. PORTER asked how Bl ack & Veatch had conme to that concl usion
Referring to federal reports upon which he said nost of the
Bl ack & Veatch analysis was based, M. Porter said it suggests
about one-sixth of the gas would cone from state onshore | ands
and the rest of the 50 percent would cone from federal onshore
 ands, with roughly half com ng fromfederal offshore |ands.

MR. SM TH nmentioned the uncertainties of where the gas will cone
from indicating simlar reports address near-term availability

JT. SENR/ HRLS COWM TTEES - 53- July 12, 2008



of supply focused on onshore resources, whereas the |onger-term
supply incorporates offshore resources. G ven the 25-year
eval uation period that Black & Veatch utilized in the project,
the assunption was a half-and-half split of state and federal
onshore properties.

MR. PORTER suggested that is sonething to be concerned about
when | ooking at econom cs. If exploration follows the noney,
the nost recent |ease sales from onshore state land were
mar gi nal at best; he doubted whether they even paid for the
processing time for the sales.

MR. PORTER cited exanples, saying the National Pet r ol eum
Reserve- Al aska hasn't been that aggressive in |ease sales as
wel |, and Shell has been aggressive in spending perhaps billions
of dollars in the federal Quter Continental Shelf (OCS). Those
are exanples of concerns he would have with the econom c data
that the state is proposing on this project.

3:26:40 PM

MR SMTH added that one thing Black & Veatch didn't do in
anal yzing the conservative case of 4.0 Bcf/d wthout Point
Thonson was to include Point Thonmson over that entire eval uation
peri od. If it is available at sonme point down the road, that
gas woul d be onshore-related production that would roll into the
m x and enhance the econom cs for the parti es.

COW SSI ONER GALVIN noted ConocoPhillips also has invested a
great deal in the OCS.

CHAIR HUGE NS suggested postponing followup questions from
Representative Fairclough until after the 4 o' clock break.

3:27:41 PM
REPRESENTATI VE RAMRAS asked if the commttees would hear from
DNR about the Point Thonson unit.

CHAI R HUGA NS answered that the comm ssioner of DNR was present,
but DNR was concerned about the |egal ram fications of
testifying on Point Thonson.

COM SSIONER GALVIN clarified that the Departnent of Law had
advised DNR not to testify with regard to the litigation.

REPRESENTATI VE RAMRAS asked how | ong TransCanada Al aska has been
an entity.
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MR. PALMER answered it was forned last year in order to nake
this application.

REPRESENTATI VE RAMRAS asked: When do you anticipate deciding
whether you'll live in Alaska, and will your residency reflect
where the headquarters or jobs are, for instance?

MR. PALMER replied that determination will be made in due tine
if TransCanada is granted the |icense.

3:30: 32 PM

REPRESENTATI VE RAMRAS recalled that during orientation the new
| egi slators were cautioned against falling in love with their
own | egislation. He asked Comm ssioner G@alvin: Do you think
you've fallen in love with this legislation, or is this truly in
the best interests of the State of Al aska?

COWM SSI ONER GALVI N answered that he loves his wife and famly,
whereas | egislation can cone and go. The nice thing about AGA
is that the ultimte question wasn't within its bounds. It went
beyond whether this project provides the nost NPV and greatest
i keli hood of success; it asked whether this maximzes benefits
for Al askans. That was freeing in the anal ysis.

COM SSI ONER GALVIN said there is a different environnment now
than when AG A was passed. The bill allowed the commi ssioners,
in the analysis, to ook at all options available to the state
and choose any path at this point in association wth any
project that has conme forward or could come forward in the
future. He said the determnation, wth a great deal of
confidence, was "yes." That wasn't because of falling in |ove
with AG A or the process; it was because, in the clear analysis
of all the options available now, this is the best one.

3:34:10 PM

MR. PORTER said the sovereign's responsibility is to provide
| egislators and the public with the findings or understandi ngs
of a particular law or bill. That includes both positives and
negati ves. One concern about the presentations to date is what
he calls "be wary of the perfect proposal."”

MR. PORTER explained that he didn't recall hearing a negative
statenent about this proposal from the adm nistration, though he
is sure there are both positives and negatives. When soneone
believes in a proposal, there is a tendency to advocate for it,
rat her than go through an anal ytical process.

JT. SENR/ HRLS COWM TTEES - 55- July 12, 2008



COWMM SSI ONER GALVI N agreed that was a valid point. He indicated
he considers the legislature part of the sovereign and also
opined that the findings identify a nunber of places where there
may be sonething problematic in the application. He said when
the conclusion was reached that this maximzes benefits for
Al askans, the admnistration becane an advocate for that
concl usi on.

COM SSIONER  GALVIN offered to go through anything in the
anal ysis that sonmeone considers |acking or inconplete. He said,
however, t hat he didn't believe there'd been anything
specifically called out with regard to the analysis that was
i ndi cated as | acki ng.

3:36:49 PM
MR. PORTER pointed out that several mnutes ago he'd explained a
specific piece of the analysis that seens incorrect.

COWM SSI ONER GALVI N responded that there has been an extensive
di scussion of YTF gas, the justification for the assunptions
used within the findings for the breakdown of where the
adm nistration expects the gas to conme from and the expected
ti mefranes. Referring to M. Smith's explanation, he said he
believes the adm nistration gave a response to the criticism
He added he doesn't believe that indicates a bias in the review,
which was based on the best information Black & Veatch had
avai |l abl e.

MR. PORTER contended that it is contrary to the best information
avai l able, the best information in the report during the years
pr oposed. Unl ess the adm nistration decides not to follow the
report and the analysis and the decisions in the report, he
opi ned, they cannot cone up with the conclusions that were
reached. He said the report is very clear.

COWM SSI ONER GALVIN recalled that M. Smth said the report was
only one aspect of the analysis; not everything was based on it.

3:38: 24 PM

REPRESENTATI VE RAMRAS told nenbers he thought AG A would fail
He recalled a schedule showing nmaxinum state exposure of
$877 mllion if treble damages are asked for, if it ends up
"flopping over to Denali" as he anti ci pates.

REPRESENTATI VE RAMRAS asked Conm ssioner @Gl vin: G ven that the

state through the permanent fund or other entities earns 8.25
percent over a period of time, can you develop a worksheet in a
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reasonable time showing the future value of $877 mllion if it
stays in the state's treasury over the same 25-year period
di scussed for FT commtnents, invested in the highest-earning
vehi cl es avail abl e?

COWMM SSI ONER GALVI N answer ed yes.

3:40: 18 PM

REPRESENTATI VE RAMRAS said he was nore interested in nonetizing
first gas than expansion of the pipeline. He asked the
producers: VWhich entity is likely to deliver first gas,

TransCanada or the Denali project?

M5. KING replied that with what she knows now, as a prospective
shi pper she'd have nore confidence that the Denali project would
deliver first gas sooner.

MR. ZAGER answered that he didn't have any particul ar expertise
on this and is fairly inpartial right now. However, since one
key risk is getting to a successful open season, it is inportant
to weigh the probability of each project getting through a
successful open season. Wi chever is nore likely to do that
will be the first to get to first gas, to his belief.

MR. MASSEY responded that he didn't know, neither has the

necessary ingredients to result in a successful project. He
suggested that the parties involved - the state, ExxonMbil, BP
ConocoPhil l'ips, and TransCanada - need to get together and put

in place what's necessary to ensure a successful open season for
one project and to nove the project forward, rather than
duplicating efforts on two projects for sonmething this nassive
and of this scale and conplexity.

MR VAN TUYL replied that during discussions of the AGQA
| egi sl ation, BP testified before both the House Finance
Commttee and the Senate Finance Conmittee, indicating its
desire throughout the process to be able to submt a bid under
AG A He said BP wanted to be able to participate, but also had
expressed concerns about sone AG A provisions, providing a list
on a slide of concerns and a conplete markup of the bill.

MR. VAN TUYL noted one thing on the slide was that as AG A was
drafted, it was difficult to envision circunstances that allow
BP to make a FT commtnent to a |licensed project under AGA He
said this was because of many reasons BP has tal ked about - the
unavailability of a negotiated rate protection, subsidization of
conpetitors, and so on
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MR. VAN TUYL, asserting that the Denali project doesn't have
t hose encunbrances, said BP is fully commtted to making Denali
a success and wants to be able to offer ternms to shippers that
attract bids at open season. He added that BP wants to be able
to get its gas to market, and Denali wants to have custoners to

fill its pipe for a long time to cone.

3:44: 41 PM

REPRESENTATI VE RAMRAS asked Conmissioner Galvin whether he
beli eves TransCanada or Denali wll have the first successful

open season.

COMWM SSI ONER GALVIN answered that he'd like to have that

guestion a year from now. Today the question is whether to
award the license, providing conpetition between the two. \What
happens will depend on a nunber of factors that aren't known

now, so somebody couldn't really choose between the two.

3:45: 50 PM
REPRESENTATI VE KELLY conmented that he has increasing respect
for the admnistration, TransCanada, and the producers and

wasn't surprised when BP and ConocoPhillips came up with a
pi peline project; there was dialogue about that when AG A went
t hrough, so they weren't stepped on. He noted he I|ikes where

this is and is leaning strongly toward keeping it that way, with
t he conpetition.

3:48: 56 PM

REPRESENTATI VE ROSES stated that it was news to him when he
heard M. Foerster say the admnistration should have known
three years ago that Point Thonson gas wasn't considered
avai l able in the open season. At sone point, TransCanada wi ||
determ ne whether this is economc. Wiile it was clear during
the bid process that the admnistration was including Point
Thonson, now, after |ooking at the economcs, it says Point
Thonson isn't there.

REPRESENTATI VE ROSES voi ced concern that this opens the door for
TransCanada to say it based its bid on having Point Thonmson gas
avai |l abl e. He then asked whether the AG A license has three
parts: the AGA bill, the state's request for applications
(RFA), and TransCanada's applicati on.

COW SSI ONER GALVI N affirned that.
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REPRESENTATI VE ROSES requested confirmation that parts of
TransCanada's application are subject to negotiation on itens
ot her than the nust haves.

COW SSI ONER GALVIN answered that it's subject to approval by
the comm ssioners and the restriction on the comm ssioners
di scretion, that it can only be changes which don't dimnish the
value to the state or decrease the |ikelihood of success.

REPRESENTATI VE ROSES asked: What constitutes the license we're
voting on? Did the comm ssioners approve the application that
came in from TransCanada as a whole or parts of it? If the
|atter, what parts were left out?

3:52: 24 PM

COM SSIONER  GALVIN replied that he wouldn't use the word
"approved."” Reviewed was the |license as a whole, including al
requests for clarifying information. Al that is part of the

appl i cation. What has been brought forward and recomended is
that if the legislature approves it, the admnistration wll
issue the license constituted by all those docunents. The whole
package becones the license, and any changes to the paraneters
are subject to having to be approved by the comm ssioners, wth
the condition that it doesn't dimnish the val ue.

REPRESENTATI VE ROSES asked if the legislature gets an up-or-down
vote, without the possibility of amending this in any way.

COWMM SSI ONER GALVI N replied yes.

REPRESENTATI VE RCSES | auded this forum saying he believes this
is one of the best pre-negotiation hearings he has ever
w tnessed, but it's also a perfect opportunity for a pretria
heari ng. He asked: |f the legislature approves this bill, is
it your understanding that along with it there is an effective
date for the |icense?

COW SSI ONER GALVI N affirned that.

REPRESENTATI VE ROSES asked: If we change that effective date,
woul d that be considered an anendnent ?

COM SSIONER  GALVIN answered that he didn't believe the
| egislature would actually establish that effective date. As
the statute is witten, the legislature would approve the
license and it would be issued as quickly as practical

Depending on the effective date of the bill, that establishes
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when the state has the authority to issue the license. That
effective date would be the date it is actually issued.

REPRESENTATI VE ROSES asked: So there's an effective date on the
bill that we could nodify as part of our process and it woul dn't
be anending the bill, just the effective date?

COWM SSI ONER GALVI N suggested that is a good question for the
| awyers. He said the caveat was because the question becones
whet her the effective date has to be before the deadline.

3:55:29 PM

REPRESENTATI VE ROSES responded that he'd get a |egal opinion.
He explained that he'd asked because TransCanada may |ose this
sumer's work because it cannot do the major fieldwork for next
year. Thus he suggested it mght be in the state's best
interests to delay the effective date in order to continue the
necessary dial ogue and hopefully get sone other issues out of
the way and perhaps cone out of it with a partnership.

COW SSI ONER GALVIN deferred to M. Palner to discuss what
TransCanada would do once the license is issued, absent field
wor k, that would drive the schedul e.

MR. PALMER responded that, as he has described to the parties
over the last nonth, TransCanada assumes now that the |icense
will be issued at the beginning of August. A del ay past that
wi |l delay the open season, FERC filing, and in-service date.

The conm ttees took an at-ease from 3:56:56 PMto 4:10: 08 PM

4:13:16 PM

REPRESENTATI VE OLSON asked Ms. Foerster: If the 23rd POD had
been approved and inplenented by the partners in the Point
Thomson wunit, would that have provided enough information to
have a grasp of the offtake available fromthere?

M5. FCERSTER replied that if the 23rd POD had been approved in
the last six nmonths or so, it wuld have bought six nonths'
time, noving back those tinelines she' d described. If the
analyses with AOGBCC s consultants were enough to give the
answer, AOGCC |ikely would have an answer by the end of this
year, but not today. If production were required in order to
get an answer, then it would still be 2013.
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REPRESENTATI VE OLSON acknowl edged the litigation and that
Comm ssioner Galvin perhaps couldn't answer. He asked if the
23rd POD was rejected because it was "too little and too late."

COWM SSI ONER GALVI N responded that he wouldn't coment primarily
because he wasn't involved directly enough to say whether that
was an accurate generalization.

REPRESENTATI VE OLSON noted that was the excuse he'd received
whenever he'd asked soneone why it was rejected.

4:15:45 PM

REPRESENTATI VE FAI RCLOUGH nentioned the |ikelihood of success
and opined that Point Thonson should have been part of that
pi cture; she acknow edged the difference of opinion. Turning to
access and voting rights, she said there should have been sone
kind of contract and surmsed there is less risk for the
shippers if the throughput matches the owner equity. She asked
how TransCanada would establish voting rights, recalling that
its application seeks equity interests for the shippers.

MR. PALMER answered that TransCanada has heard clearly from
nmenbers of the legislature that they want TransCanada to attain
nore than 51 percent. ExxonMobi| and others say they'd Ilike
shipping conmtnents to equal their equity. However, that
| eaves TransCanada at zero, and TransCanada has no interest in
bei ng a buil der-operator of sonmeone el se's pipeline.

MR. PALMER said if granted a license, therefore, TransCanada
will have to bal ance those desires, including its desire to get
sonething out of its investnent of tine, talent, and noney.
Itenms like voting interests are prenmature at this point and wll
be established as discussions ensue wth potential partners.

4:19: 00 PM
REPRESENTATI VE FAI RCLOUGH asked Conmi ssioner Galvin to explain
the difference between the owner-equity issue for t he

TransCanada pi peline versus the Denali pipeline.

COWM SSI ONER GALVI N asked that Representative Fairclough narrow
t he questi on.

REPRESENTATI VE FAI RCLOUGH said the question was specific as far
as voting goes. There are two ways to solve the problem on
equity interest. One would be that voting interests are
different fromequity and throughput. She asked the shippers to
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confirm that there is less risk if their conmtted throughput
mat ches their equity.

M5. KING answered yes, her conpany sees less risk if the
ownership interest aligns with the shipping comm tnent.

CHAI R HUGGE NS asked whether there was a contrasting perspective.

REPRESENTATI VE FAI RCLOUGH said her point was that TransCanada,
inside its |licensing application, allows an owner equity
i nterest. She asked how that is different from the Denali
project that would pull shippers together in the sane way.

COMM SSI ONER  GALVIN responded that he believes the only
difference between the two is what the pipeline conpany's
obligation would be to the state. Under TransCanada' s proposal,
when it brings in equity partners it would still be obligated to
the state's "nust haves" and to conply with the obligations of
the |icense. Under the Denali project there wouldn't be those
obl i gati ons.

REPRESENTATI VE FAI RCLOUGH said TransCanada under AG A has no
per cent age requirenent of ownership.

COMM SSI ONER GALVIN replied the end result is this: TransCanada
Al aska is getting a |icense. At any point and under the terns
of AQA it can transfer that to other parties or bring in
equity partners, subject to approval by the conmm ssioners. The
conpany has offered to have shippers negotiate terns of their
equity participation. But it's still bound by the AGJA
requi renents, the contractual obligations to the state.

4:23:09 PM

REPRESENTATI VE FAI RCLOUGH said she understands that within the
limted liability conpany (LLC) partnership, the conpany would
have to have all 20 "nust haves” for the state; specific to
owner-equity interest, however, there really isn't a difference

except in conpliance with those. The shippers could still own
the entire line, wth 25 percent each for Chevron, ExxonMbbil,
ConocoPhillips, and BP; that is the extreme under either the

TransCanada pi peline or a Denali pipeline.

COM SSIONER GALVIN replied that the entire license nust be
conplied wth. The comm ssioners couldn't approve a change in

the license that would violate the 20 nust haves, but also
couldn't approve any change in the license that would dimnish
its value. That would be the obligation of the 1|icensee,
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whether it's owned by TransCanada or owned in equal shares by
t he producers.

4:24:56 PM
REPRESENTATI VE FAI RCLOUGH said her point is that the sane people
could end up owning the line.

MR. PALMER responded that while that could happen, it's not
likely that TransCanada will decide to end up with zero percent
interest in this pipeline after pursing this project for the
| ast year under AGQ A and going through this |egislative process.

REPRESENTATI VE FAIRCLOUGH said her point is a range of
possibilities, with that being an extrenme case, as 1is
100 percent ownership; she nentioned being able to finance the
pi pel i ne.

MR. PALMER replied that TransCanada has the ability to finance
100 percent of this project if it owns 100 percent and obtains
solid transportati on agreenents. TransCanada is also offering
to bring in parties as partners if they wish to do so; it would
dilute its ownership in that case.

4:26: 54 PM
MR. PORTER said Representative Fairclough had a good point.
There are various options for ownership in the pipe. One

exanple is that TransCanada is not interested in owning the GTP.
As for the Alaska portion of the line, he said he didn't know
TransCanada' s position on that, but there has been discussion in
the past indicating the conpany would be wlling to have a
different proportion in that, conpared wth the Canadian
portion. He said for each portion of the line, negotiations can
occur and ownership can be adjusted accordingly so there may be
a solution that works for all parties.

4:27:44 PM

REPRESENTATI VE FAI RCLOUGH nentioned gas and financing capacity.
She asked M. Palner whether having nultiple participants
reduces risk, as she has heard consistently. She specifically
asked whet her having other equity interests would nmtigate sone
of TransCanada's ri sk.

MR. PALMER replied that if that becane sonething valued by
potential custonmers as they determne whether to commt their
gas, yes, that would inprove the likelihood that the project
woul d proceed. If those parties do becone parties in the
project, they'|ll take a portion of the project risk as a result,
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and TransCanada will proportionately reduce its potentia
opportunity.

REPRESENTATI VE FAIRCLOUGH said the third criterion for the
i kelihood of success that she's using for evaluation is working
i nside a governnent structure. She noted Canadi an First Nations
i ssues are an unknown risk, whereas the rights-of-way held by
TransCanada are definitely a plus in her review. Also uncertain
is Canada's taxing structure and what NEB will do inside Canada.
Furthernore, the permtting process inside Canada wll be
perpl exing, and the Mackenzie project and the availability of
| abor and steel nust be consi dered.

REPRESENTATI VE FAIRCLOUGH said the risk - or the investnent,
whi chever way one chooses to look at it - is the $500 million
purse Al aska is putting up. She recalled Representative Gatto
had tal ked about treble danages and a |limtation, but said it's
a floating nunber and she isn't sure what it is; she conmended
the conmissioner for trying to provide a nunmber between a $700
mllion range and $2 billion range. She indicated she needed to
feel confident about the ranges in order to vote yes and take a
chance on this license.

REPRESENTATI VE FAIRCLOUGH also said the previous partnership
l[iability has been mtigated by what she has heard, although the
shi ppers still have concerns; she expressed willingness to tell
her constituents it isn't such a red flag. However, she said
the "locking and tying" of the distribution, raised by shippers
over the last two days, interests her; she nentioned passing on
the termnation costs and expressed hope that if the license is
approved, that will be negoti ated.

4:31:10 PM

REPRESENTATI VE GATTO said if the state decides to throw
TransCanada under the bus at the worst possible time and
TransCanada |oses an estimated $20 billion in potential gains,
the treble danages are capped at perhaps $1.8 billion, an
unknown nunber that is a great deal less than the anount of
revenue TransCanada could claimit is entitled to because it was
awarded a license. He asked M. Palmer whether the treble
damages are di sadvant ageous to TransCanada in that regard.

VR. PALMER answered that the treble damages clause, as
TransCanada understands it, does restrict the anobunt of noney
TransCanada could receive if the state changed its mnd and
provi ded fiscal advantages to a conpeting project. So, yes, it
restricts the amount of noney that TransCanada could claim from
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the state and it stipulates that amount; he noted Comm ssioner
Gal vin had provided sone estinmates during the last nonth or so.

4:32:44 PM

CHAIR HUGGE NS thanked the participants. SB 3001 and HB 3001
were held over.

CHAI R HUGA NS adjourned the joint neeting of the Senate Specia

Commttee on Energy and the House Rules Standing Commttee at
4:33: 44 PM
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