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CHAIR HOLLIS FRENCH <called the Senate Judiciary Standing
Commttee neeting to order at 1:36:30 PM Present at the call to
order were Senators French, Therriault, and MQ@iire. Senator
W el echowski arrived shortly thereafter
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TransCanada Wthdrawn Partners Liability |ssues

CHAI R FRENCH announced the committee will hear from Tony Pal ner
wi th TransCanada and one other witness on the topic of liability
that may or may not exist with respect to forner partners in a
previ ous gas pipeline proposal.

1:37: 06 PM

TONY  PALMER, Vi ce- Presi dent, Al aska Business Devel opnent,
TransCanada Corporation, explained that about 30 years ago the
ANNGTC (Al aska Northwest Natural Gas Transportation Conpany)
partnership was forned to pursue the Al aska portion of a natural
gas pipeline project. In 1976 Congress passed the Al aska Natural
Gas Transportation Act (ANGIA) for the Alaska section of the
project. It had nothing to do with the Canadi an secti on.

MR. PALMER said that in Novenber 2007 the two renaining ANNGIC
partners, both of which are <controlled by TransCanada,
considered whether or not they could or should submt an
application for the AGA license. “W concluded that we would
not do so due to the uncertainties from sonme historical
contingent liabilities.” He said he wll explain that in the
course of his presentation. He wll also make it clear that
ANNGTC made no application under AG A and has played no role in
the application that two other TransCanada entities did nake
under AG A

1: 38: 53 PM

CHAIR FRENCH added that the two remamining partners are United
Al aska Fuels Corporation (UAFC) and TransCanada Pipelines USA
and when the partnership docunent was executed, UAFC was owned
by United Gas Pipeline Conpany (UGPC). He asked if that entity
was part of the TransCanada famly when the partnership was
f or med.

MR. PALMER said no, UGPC was an independent U.S. pipeline
conpany called United Corporation. A subsidiary of Foothills
Pi peline Ltd. purchased UAFC in the early 1990s.

MR. PALMER reiterated that ANNGIC was fornmed in 1970s to build
the Al aska section of the pipeline. The 11 original partners
conprised the bulk of the US. pipeline industry at the tine.
Through the 1980s and 1990s partners withdrew until just the two
aforenentioned TransCanada subsidiaries renained. Under the
partnership agreenent all rights to be treated as partners were
forfeited when they withdrew. Section 15.9 of the partnership
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agreenent specifically states that the w thdrawn partners have
rights for certain contractual paynents and no other rights.
Pursuant to the Palin Admnistration’s request, TransCanada
supplied the partnership agreenment and responded to specific
guesti ons.

CHAI R FRENCH asked what was happening in the gas business that
caused the other partners to w thdraw

MR. PALMER sunmmarized that the project was fornulated and
received approvals in the md to late 1970s and conpletion was
to be in the early 1980s. However, in the |ate 1970s a nunber of
changes occurred in the natural gas business including changes
in the supply/denmand bal ance and in the price of natural gas. At
that time both the U'S. and Canada went from a shortage of
natural gas to a period of surplus. Despite the best efforts of
the sponsors and governnents on both sides of the border, the
project was deferred. By 1981 it was clear that the project
woul dn't proceed on schedule, but there would be delivery of
“prebuild” gas from Wstern Canada. “In 1981 and 1982 we
constructed—+n Canada—the prebuild sections of this project
because the Alaska project was going to be deferred—at that
point—for 7 years.” As time passed nore gas was found in the
Lower 48 and Canada and gas prices dropped. Cearly in the short
term the gas wasn’'t needed. Between 1981 and 1984 partners were
wi t hdrawi ng. “That is what was happening in the gas business and
the result for this project was deferral. As we’ve seen today,
that project has been deferred an additional 25 years.”

1:43: 57 PM
SENATOR W ELECHOWEKI | oi ned the neeti ng.

SENATOR THERRIAULT noted that wthdrawn partners forfeited
rights to be treated as partners, but they were entitled to
contractual rights. He asked if they obtained those contractua
rights at the tine that they w thdrew

MR. PALMER explained that Section 4.4.4 of the origina
partnership agreenent gave partners specific contractual rights
for repaynent under certain circunstances. The thought was that
a partner that w thdrew would have an opportunity for repaynent
of the original capital contribution plus a return. The original
partners contributed about $24 nmillion each. The original cost
of capital rate approved by FERC was 14 percent. Had the project
proceeded in the early 1980s, the assets that were devel oped
woul d have been used to develop the project. Those assets
included engineering environmental and legal wrk to get
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permts; a certificate from FERC, and rights of way. The project
didn't go forward but the contractual right to paynment was
specific and in the original partnership agreenent.

1:46: 36 PM

MR. PALMER said the withdrawn partners are entitled to paynent
only in certain circunstances. First is when ANNGIC builds the
pi peline, which it does not contenplate doing. Second is if
paynment woul d not cause undue hardship on the partnership.

1:47: 28 PM

SENATOR W ELECHOWSKI asked if any of the wi thdrawn partners have
indicated they are owed paynent or if they have been asked to
sign a waiver of rights.

MR. PALMER replied no withdrawn partner has filed or threatened
to file a claim against the partnership. “W would not have
expected one. This partnership has not constructed the
pi peline.” Several years ago TransCanada tried to reconstitute
the partnership with the withdrawmm partners but that was not
successful. “But they have never posed a claimto us in the 30
years of the partnership.”

CHAIR FRENCH read the final sentence in Section 4.4.4(i) that
says, “This right of reinbursenment shall be subordinate to the
rights of any creditor of the Partnership.” He asked what it
means from a business perspective to have debt that’'s
subordi nate to soneone el se’s.

MR. PALMER said it nmeans that not only nust ANNGIC build the
pi peline and not only nust any paynent not inpose undue hardship
on the partnership, but if there are creditors this right of
r ei mbur senent woul d st and behi nd t hat . In terms of
prioritization, this claim would stand bel ow any debt that was
financed. Cearly you wouldn’'t expect parties that m ght finance
this project to agree to be behind such a potential claim from
former equity holders since it’s risen to $9 billion. That is 24
mllion for each party conpounded at 14 percent for 30 years
Clearly the original assets that were developed don’'t have a
val ue anywhere near that.

1:51:14 PM
SENATOR W ELECHOASKI asked if dissolution docunents have been
filed and when the | ast partnership neeting took place.

MR. PALMER replied there have been no dissolution agreenents
filed and the l|ast partnership neeting was held several years
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ago. Oher than the wunsuccessful reconstitution effort by
TransCanada subsidiaries in the early part of the decade, the
partnership has been relatively inactive for several years.

CHAIR FRENCH noted that the last partner withdrew 14 years ago
in 1994 leaving two partners that are wholly owned subsidiaries
of TransCanada.

VR. PALMER clarified they' re i ndi rect subsi di ari es of
TransCanada. He continued to say that the renmining TransCanada
partners in ANNGIC are not the AG A applicants and they have
neither current nor future duties to the wthdrawn partners.
Also, neither the two remaining TransCanada partners nor any
other TransCanada entity owes any duty to the wthdrawn
partners. “W have no obligation to continue pursuing a project
that was formulated sone 30 years ago.where the |ast partner
w thdrew sone 14 years ago.” There is not a non-conpete clause
in that partnership agreenent and no TransCanada entity 1is
prohibited from pursuing a different project. Wen Congress
passed ANGPA in 2004 that enabled other parties to pursue a
proj ect under a specific piece of |egislation.

MR. PALMER said with regard to TransCanada’'s AGQ A applicants,
there are two separate entities to pursue the project in each
country — Foothills Pipelines in Canada under the Northern
Pi pel ine Act and TransCanada Al aska Conpany LLC in Al aska under
ANGPA. “The co-applicants are not, nor have they ever been,
partners in ANNGIC They are conpletely separate | egal

entities.” The AQ A application also does not contenplate the
use of any assets owned by ANNGIC. So the original assets
devel oped by that partnership have not and wll not be used

goi ng forward.

CHAI R FRENCH asked himto expound upon what those assets are.

MR. PALMER replied they include the original FERC certificate, a
federal right of way, coastal zone nmnagenent permts, and

ext ensi ve engi neering and geot echni cal worKk.

CHAI R FRENCH asked if the FERC certificate is the sane type that
wi |l be pursued under a new pipeline proposal.

MR PALMER replied the «certificates are simlar but not
i denti cal .

1: 55: 21 PM
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SENATOR W ELECHOWBKI asked if the Canadian rights of way (ROW
bel ong to the partnership.

MR. PALMER said no; the structure in Canada is conpletely
separate from the one in the United States. The legal entities
are separate, the regulatory approvals are separate, and the
pi pelines were to physically interconnect at the border.

SENATOR W ELECHOABKI asked if any information obtained through
the ANNGIC partnership is being used to pursue an AGQA
appl i cation.

MR. PALMER replied, “W have used none; we intend to use none.”

MR. PALMER said to follow on the previous question he d address
t he Canadian section of the line. He explained that Foothills
Pipelines Ltd. was certificated under the Canadian Northern
Pipeline Act to build the Canadian section of the pipeline.
Foothills Pipelines Ltd. is a separate |legal entity from ANNGIC
TransCanada owns 100 percent of Foothills today. “There are no
wi thdrawn partner issues in Canada. There never were any
wi thdrawn partner issues in Canada. Foothills has no potentia
future contingent Iliability and ANNGIC does not hold any
aut hori zations under the Northern Pipeline Act or otherw se for
any facilities in Canada. And vice versa Foothills holds no
certificates in the U S. under ANGTA.~

MR. PALMER said that TransCanada Al aska Conpany LLC wll dea
with the Alaska side of the border for the application under
AG A That entity has no liability to ANNGIC or to any of the
w thdrawn partners. The application contenplates that the
capi tal expenditures and the scheduling will start from scratch.

When ANNGTC | ooked in the fall as to whether or not it
should pursue the project, it examned a contingent
l[iability of potentially $9 billion growing at 14
percent a year versus the value of those assets, which
were significantly dimnished from what they had been
30 years ago when the project was going to proceed
i medi ately. We also considered the cost to construct
the Al aska conponent of the project. Those of you that
have examned in detail our application would see the
capital cost of constructing the Al aska portion of the
project is in the order of $10 billion. W knew that
ANNGTC could not conpete with any third-party by
incurring $10 billion to construct the project plus an
additional 9 [$9 billion] and be conpetitive with any
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third party. That was inpossible. W concluded that it
was not viable to proceed.

Al so the..adm nistration asked us a key question and we
responded..earlier this year that we’ ve put forward an
additional safeguard. In the highly wunlikely event
that there’s ever a claim cones honme to TransCanada
from any of these withdrawn partners and we have to
pay noney to those—and | hope we’'ve described for you
that we think that will never occur—but if it does we
will not include it in the rates to the custonmers. W
think that’s the critical issue for shippers. W think
that’s the critical issue for the state that s
clearly a tax collector and royalty collector. W’ ve
made that clearly and definitively in our response to
a request fromthe state.

CHAI R FRENCH added that an independent attorney also |ooked at
the issue and decided that the contingent liability couldn’t be
added to rate payers.

1:59: 29 PM

MR. PALMER, turning to other issues, explained that |ast week
ANNGTC wi thdrew the application it filed in 2004 under the state
ROW Act. ANNGIC has held and paid for a federal ROWNfor 20 sone
years, but that wll expire in 2010. The TransCanada Al aska
Conmpany LLC has no rights to that federal ROWNWand it wasn't used
inits AG A application. “TransCanada Al aska Conpany LLC intends
to submit new applications according to our schedule in 2011 for
both federal and state rights of way for the pipeline project
proposed in our AGQ A application.”

MR. PALMER enphasized that ANNGIC believes there would be no
merit to any claim that a TransCanada entity would be required
to pay ANNGIC s contingent obligations to withdrawn partners if
the pipeline project proposed in the AG A application is placed
in service. Since TransCanada entities have no liability, it
necessarily follows that other parties involved in the project
woul dn’t either. “Qur co-applicants have already unconditionally
and unequivocally commtted not to include in the project rates
any anounts that any TransCanada entity my sonehow in any
unlikely case be required to pay as a result of those contingent
clains.” He reiterated that no claim has ever been made or even
t hreatened by w thdrawn partners.

MR. PALMER summari zed the AG A application by TransCanada Al aska
Conmpany LLC has nothing to do with ANNGIC, its long history, or
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its contingent obligation to withdrawn partners. A claim has
never been made or threatened by w thdrawn partners. TransCanada
has offered an additional safeguard by indicating that it
commts to never including any potential ANNGIC liabilities in
project tolls. “Although this matter has been debated sonmewhat
in the press, we hope we have been fully responsive both to the
adm nistration and to this conmttee today.”

2:02:12 PM

CHAIR FRENCH highlighted two areas where the public may be
confused. One is the overlap in the corporate structure between
former ANNGTC partners and current AQ A partners. Referring to a
corporate flowchart he said it appears as though one of the AG A
partners is a wholly owned subsidiary of TransCanada Pipeline
USA Ltd. and a former ANNGIC partner. On the other side of the
corporate structure a fornmer ANNGIC nenber is at the bottom of
the corporate chart and an AGQ A applicant is above it. To the
layman it appears as though there’s a corporate overlap even
t hough they're clearly distinct legal entities from a business
st andpoi nt..

MR. PALMER responded as foll ows:

Clearly as a business nman, those are separate and
di stinct | egal entities. And t here are no
obligations.firstly for the ANNGIC partners that are
remaining in TransCanada's corporate structure to
pursue this project. They have no obligation to the
wi thdrawn partners to pursue the project. Mny of
those withdrawn partners wi thdrew sonme 25 years ago.
As you described, the last non-TransCanada party
wi thdrew 14 years ago. ... They are no |onger pursuing
this project under ANNGIC. They are not precluded from
conpeting for this project—ould have made an AGA
application. In fact, some of the parent conpanies of
the fornmer partners at |east considered making an
application under AGA They had no non-conpete
obligations as did not the TransCanada ANNGIC
remai ning partners. So there is no obligation from
TransCanada’ s entities that remain in ANNGIC to pursue
that project. They have no obligations to the ANNGIC
partners other than a contractual right to paynent if
ANNGTC conpletes the project. |1’ve described to you
why ANNGTC is not a viable entity and cannot proceed
with it. So that firstly deals with the remaining
TransCanada entities. If those entities are not
precluded from pursuing a different project, then
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surely the separate and distinct |legal entities that
we’'ve put forward are not obliged and have no
obligations to those original partners.

2:05:35 PM
SENATOR McGUI RE asked why the partnership wasn’t dissol ved.

MR. PALMER replied TransCanada wll have to consider that
circunstance in the future, but at present it’s focused on
pursuing the AGQA application. There isn't any urgency to
di ssolve the partnership, but the remaining two partners have
concluded that ANNGIC can never viably advance a project. He
under stands why the question is posed but it doesn’t affect the
AG A application or the project if it proceeds.

2:07:28 PM

CHAIR FRENCH pointed out that from a public perspective the two
projects overlap. The former partnership was going to build a
pipeline along the highway route to Canada and the current
proposal is for different subsidiaries to build a pipeline along
the sane general route. He asked if it’s a different project or
if it’s a different set of subsidiaries building the pipeline
that makes it different.

MR. PALMER replied there are sone simlarities, but there are
also clear distinctions between the project contenplated by
ANNGTC 30 years ago versus the project today. They are separate
|l egal entities operating under separate |egislation. ANNGIC was
pursuing a project under ANGIA while the current TransCanada
applicant within Alaska is pursuing a project under ANGPA. Both
projects are to build a pipeline along a simlar route from
Prudhoe Bay to the Al aska/ Yukon border. The current project wll

connect at the border with Foothills Pipelines. Just as there
was no conmercial connection before, there will be no commercia

connection under the AG A application. Also it's been clearly
stated that TransCanada owns 100 percent of ANNGIC and
TransCanada Corporation owns 100 percent of TransCanada Al aska
Conmpany LLC so there are no withdrawn partnership issues because
TransCanada is the only owner.

2:10: 17 PM
CHAIR FRENCH asked about physical differences between the two
proj ects such as pipe size and thruput.

MR. PALMER said the original project expected the volune to be

2.3 bcf/day and pipe dianeters varied. Sonme were smaller and
some were larger. At that time there were no restrictions on
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di aneter, volune or pressure. Today the pressure is clearly
hi gher and hopefully the volume will be 4.5 bcf/day. The actua
route hasn't been defined but it's expected to be a very
simlar.

CHAIR FRENCH asked if FERC certification happened before open
season 30 years ago. He understands that now open season happens
first.

2:12: 04 PM

MR. PALMER expl ai ned that the gas business was very different 30
years ago and he doesn’t recall that there was an open season.
He believes that all the original pipelines that were partners
were nerchant pipelines, neaning that they bought gas and sold
it to local distribution conpanies. They did not transport gas
for third parties as is done exclusively today. The original
partnership agreenent indicates that alnost all the parties
intended to becone shippers. Only TransCanada Al aska said only
that it may become a shi pper.

SENATOR McGUI RE asked if he knows of any |egal opinions related
to piercing the corporate veil and other issues he raised that
m ght be hel pful to the commttee.

MR. PALMER said that any discussions that TransCanada has had
with its attorneys are subject to privilege. The admnistration
asked the sane question and received the sane answer.

2:14:12 PM

CHAIR FRENCH relayed that he asked legislative legal for a
menor andum about piercing the corporate veil and that’'s in the
packet. Copies are available to any interested reporter or
menber of the public, he added.

SENATOR W ELECHOWSKI asked if any of the w thdrawn partners got
back any of their original investnent.

MR. PALMER replied they did not receive any refund of origina
capital contributions. Under Section 4.4.4 wthdrawn partners
received a contractual right to recover their original
contributions plus a return under the aforenentioned conditions.
Exiting partners often |eave behind any rights, but that wasn’'t
the case here. “If the project was constructed by ANNGIC and the
other conditions were net, they had an opportunity for recovery
of their original contributions plus a return.”

2:15: 33 PM
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SENATOR THERRI AULT asked if he agrees with the |egal opinion
that FERC wouldn’t allow TransCanada to charge back through the
tariff structure any of the potential $9 billion liability.

MR. PALMER replied that he read the l|egal opinion but since
TransCanada has unequivocally stated that it wouldn't seek
repaynent he didn't give it extensive review.

SENATOR W ELECHONSKI asked what work was done as a partnership
to advance the project after the 11 original partners each
contri buted about $25 nillion.

MR. PALMER explained that the partnership was fornulating
applications to FERC, it was doing engineering work, it was
doi ng environnental work, and it was doing field work. It was on
a path to conplete the project. The partnership did in fact
obtain a FERC certificate and other permts. It did the normal
work that a pipeline group — partnership as opposed to conpany -—
woul d do to advance and conplete a project and be ready to nove
forward to construction. That’'s what the $250 sonme mllion was
expended on. “But at the point where the project was going to
proceed the marketplace changed.” That changed nmarketplace
didn't allow the project to get customers or go forward. The
ultimate result was a failed project. By 1981 sone of those
original partners were wthdrawing despite having spent $24
mllion just three years earlier.

2:19: 25 PM
SENATOR THERRI AULT asked about the report to FERC about the
escal ating debt and if there’'s been a simlar report every year.

MR. PALMER explained that each year through 2006 ANNGIC has
filed FERC Form No. 2. It describes the contingent liability,
cal cul ates the nunber, adds the annual AFUDC, and theoretically
puts forward an asset value. Cearly though, neither the asset
nor the contingent liability exist. The final footnote in the
FERC Form No. 2 refers to the key contingency on the liability.
That is that ANNGIC is not required to nake the filing because
today it isn't a natural gas pipeline. Perhaps sone of the
confusion stens from ANNGIC having nade those voluntarily
filings, he said.

2:21:16 PM

WLLI AM MOGEL, Attorney, Saul Ew ng Attorneys at Law, WAashi ngton
D.C., explained that he was retained by the LB& Commttee to
assist on legal matters arising fromthe AG A process.
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CHAIR FRENCH asked him to summarize his reasoning and the
conclusions he cane to in the 1/15/2008 nenorandum wi th respect
to paynment allegations of the ANNGIC wi t hdrawn partners.

MR. MOGEL expl ained that he was asked to | ook at the question as
a FERC expert to answer whether or not FERC would permt
TransCanada LLC and Foothills Pipelines Ltd. to recover, through
the rates of their proposed AG A pipeline, the approximtely $9
billion in obligations to withdrawn partners. He concluded that
FERC would not permt that for two primary reasons. First, the
AG A applicants for the Al askan portion are different |egal
entities fromthe [ANNGIC] partnership. Second, the $250 nillion
plus interest that was expended were not costs that would be
used and useful to a new pipeline conpany. It’'s long been a
hal | mark of public utility regulation that to allow a conpany to
recover a return on an asset, it nust be both used and useful
This wouldn’t be construed that way, he said.

2:24:12 PM

SENATOR W ELECHOABKI asked if he's famliar with partnership |aw
and if he’s aware of the facts of the ANNGIC partnership. In
particular he's referring to Section 4.4.4(i) and if he has an
opinion on whether wthdrawn partners would have a right to
repaynent if the pipeline proceeds.

MR. MOGEL replied he's generally famliar with partnership |aw
and he has reviewed the partnership agreenent that’'s been
referred to today. He believes that under the |anguage in the
af orenenti oned section, the withdrawn partners would only have a
right to repaynent under the conditions M. Palnmer described.
That is if the partnership line becane operational and if the
repaynent could be made wi thout causing undue hardship. “That’s
the clear neaning of that |anguage as far as |’ m concerned.”

2:25: 35 PM

SENATOR W ELECHOWSKI asked if the withdrawn partners would have
a right to repaynent if TransCanada did build a line and it was
oper ati onal .

MR. MOGEL replied, “If the partnership built the Al askan portion
of the pipeline it’d be ny view that they would have a right to
recover their investnment plus interest. But not ‘TransCanada,’
it’d be the partnership as the legal entity.”

SENATOR W ELECHOWEKI responded, “Even though TransCanada was an

important partner to this partnership program and the plan is
very simlar if not identical to what had been discussed in this
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agreenent, it’'s your opinion that the.withdrawn partners — this
partnership - would not have any right to receive conpensation
under 4.4.4 or any other provision of this contract.”

MR. MOGEL explained that if the partnership was one of the AGA
applicants of TransCanada and it built the Al aska segnent of the
line, Section 4.4.4 gives withdrawn partners certain rights upon
t he happening of two conditions

SENATOR W ELECHOWSKI asked if he’s saying that if one of the
partners of the original partnership goes on its own to create a
pipeline that is simlar to the one contenplated in the
partnership, they would not be entitled to any benefit under the
contract in that scenario.

MR. MOGEL told himthat he's raising a different issue. Wat he
reviewed and spoke to in the nmenorandum was the specific

| anguage of the partnership agreenent. “There may be other |aw
that may be involved here as to what right if any a partner has
to former partners. But that is not sonething | covered in ny

menor andum and it’s not something |I’ve | ooked at.”

2:28: 00 PM
SENATOR W ELECHOANSKI said he realizes it wasn't covered in the
menor anduny he was just curious if he had an opinion.

MR. MOGEL replied his opinion is that it’s a good question on a
di fferent issue.

SENATOR McGUI RE suggested the committee look at the issue of
partnership law and specifically Sections 15.2-15.9 of the

partnership agreenent. Section 15.8 nmakes it clear the
partnership continues to exist wuntil there’'s an event of
di ssolution. It specifies that when new partners are added or
when partners wthdraw the partnership wll continue. She

suggested the conmttee ask what rights and obligations any
partnership mght have to a succeeding partnership. Intellectua
property could be involved, for exanple.

SENATOR W ELECHOWSKI suggested that the committee mght want
answers to these questions. He understands that FERC may not
allow the contingent liability to be added to the tariff and
that’s good, but if TransCanada has a potential $9 billion
contingent liability that's a concern for everyone.

2:30: 23 PM
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CHAIR FRENCH summarized that M. Mygel gave two concl usions.
First that there wouldn't be a liability and second that if
there was a liability it wouldn't be added to the tariff. He
asked hi m expand on the second concl usi on.

MR. MOGEL explained that the information that was prepared in
connection with the filing in the late 1970s with regard to
rout e, capacity, pi pel i ne, etcetera probably wouldn't Dbe
applicable in today's environnment. |If that sane legal entity
were to go before FERC to recover the original investnment plus
interest, he believes that FERC would say that the work is out
of date and it’s not used and useful in the proposed pipeline
Thus there is no opportunity for recovery or a return on the
i nvest nment .

2:31: 48 PM
CHAI R FRENCH asked what the basis is for that rule.

MR, MOGEL replied it's an old rule in utility law that a utility
is only able to recover a return on an investnent that is used
and wuseful for the ratepayer. For exanple, if an Illinois
natural gas utility purchased a golf course in California and
then tried to recover the cost of the acquisition, it would have
difficulty proving that the golf course is used and useful to
the Illinois ratepayers.

CHAI R FRENCH summarized the reasoning, which is that even if
several unlikely events happened and TransCanada and the AGA
partners found thenselves saddled with the enornmous liability,
none of the expenditures would be used or wuseful in the
construction of the current AG A pipeline.

MR. MOGEL clarified that his conclusion wuld be that
significantly all, rather than none, of the expenditures would
not be used or useful.

CHAI R FRENCH asked M. Palnmer if he’d like to address any of the
i ssues M. Mogel raised.

2:34: 01 PM

MR. PALMER restated that the TransCanada AG A applicants are not
and never have been partners in ANNGIC. “They are separate and
distinct entities.” TransCanada Alaska Co., LLC and Foothills
Pi pelines Ltd. never have been partners in ANNGIC and the ANNGIC
partners do not plan to build the pipeline they originally
contenplated. Since ANNGIC is not constructing the original
project it does not have a liability to the wthdrawn partners.
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It follows that separate and distinct entities pursuing a
separate and distinct project also would not have any liability.

SENATOR W ELECHOWMSKI, referring to the |ist of partners on pages
1-2 of the partnership agreement, asked with which organization
he was affili ated.

MR. PALMER expl ained that in 1978 TransCanada was not affiliated
with any of the listed entities. However, in the early 1990s
Foothills Pipelines Al aska Inc. purchased United Alaska Fuels
Corporation, which is listed as a party on page 2, Section 1.6,
of the 1978 ANNGIC partnership agreenent. TransCanada Pipelines
USA Ltd. joined the partnership in 1980. That is outlined in
Amendnent No. 3, page 3, Section 1.11.

At ease from2:38:39 PMto 2:42:03 PM

CHAIR FRENCH thanked M. Palner and adjourned the neeting at
2:42:21 PM
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