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PCSI TI ON  STATEMENT: Presented PowerPoint an overview of the
Denali Alaska Gas Pipeline project and reviewed questions
provi ded by the co-chairs.

ACTI ON NARRATI VE
3:06: 09 PM

CO- CHAIR CHARI SSE M LLETT called the House Special Committee on
Energy neeting to order at 3:06 p.m Representatives Dahl strom
Ranras, Johansen, Edgnon, and MIllett were present at the cal
to order. Representative Petersen arrived as the neeting was in
pr ogr ess.

OVERVI EW  NORTH SLOPE NATURAL GAS PI PELI NE PROJIECTS
PRESENTATI ON BY TONY PALMER, TC ALASKA

3:06: 18 PM

COCHAIR M LLETT announced that the first order of business
woul d be a presentation by Tony Pal ner, TC Al aska.

3:06:43 PM

TONY PALMER, Vice President, Al aska Developnent, TransCanada
PipeLines Limted (TransCanada), Calgary, Alberta, began his
presentation by remarking that he has reviewed the questions
prepared by the co-chairs of the House and Senate Energy
Commttees and will attenpt to be responsive to them during his
presentati on.

3:07: 08 PM

MR. PALMER rem nded nenbers he previously discussed sone of the
slides in his PowerPoint presentation two weeks ago. Thus, he
pl anned to quickly cover sone of the slides. He referred to
slide 1, titled "TransCanada's Al aska Pipeline Project," which
shows a map of TransCanada's Al aska Pipeline Project, and also
highlights alternatives to deliver gas within Alaska: to Val dez
enroute to the Lower 48, to Asian markets, and also to the
Al berta Hub enroute to the Lower 48. He stated that slide 2,
titled "TransCanada's Alaska Pipeline Project” depicts a map
showi ng potential pipeline routes.

MR. PALMER di scussed slide 3, titled "Project Design," noting it
identifies two alternatives described on the previous map; one
to the Lower 48 via the Al berta Hub, and another to the
liquefied natural gas (LNG markets via Valdez. He related with
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respect to the Alberta Hub, that TransCanada's design has not

changed since its application. He recapped the specifications
of 5 billion cubic feet/day (Bcf/d) for a gas treatnent plant,
and 4.5 Bcf/d for a pipeline, and 48-inch dianmeter at 2500/ 2600
pounds per square inch gauge (PSIG. However, he noted one
change nmade after TransCanada held discussions wth potenti al
shippers nodified specifications for the pipeline. Thus,

TransCanada will be proceeding with the LNG design at 3 Bcf/d,
with a 48-inch dianmeter pipeline for the course of the open

season that wll be conducted next year. Since technical
viability slides have previously been discussed, he would only
make a brief statenent for sone slides. He stated that pipe

prices [slide 4] today for delivery to Alaska remain at the sane
| evel as when the Alaska Gasline |Inducenent Act (AGA)
application was prepared in Fall 2007.

MR. PALMER referred to slide 5, titled "Economc Technical
Viability - Recent Crude G|l (W) Price Forecasts - Jan 09".
Wth respect to the LNG TransCanada wll not provide an
analysis on the Iliquefaction plant, ships, or the ultimte
mar kets, but only for the gas treatnent plant and the pipeline.
He enphasized the necessity to provide sonme proxy wth respect
to the LNG conponent. This slide also depicts the January, 2009

forecast for crude oil prices. He explained oil prices are
expected to range from $80 to $120 per barrel by 2018. If this
forecast is correct, gas prices will have recovered, which would

result in a significant netback for the LNG project, he stated.
He noted that slide 6 "Recent Alberta Hub Gas Price Forecasts,"”
shows recent price forecasts by consultants and al so exam nes
all sources of supply and demand for North Anmerica including
gl obal LNG and shal e. This forecast predicts that by 2018 gas

prices will have recovered and will be "north of $8 at that
time" and if so, wll nake this an attractive and viable
proj ect, he opi ned. He referred to slide 7, titled

"Econom c/ Technical Viability - US., EIA Alberta Hub Gas Price
Forecasts,"” which describes a simlar analysis. He pointed out
that the gray lines on the graph depict various consultants that
are listed on slide 6. Additionally, the State of Al aska
(state) provided TransCanada with a specific U S Governnent
Energy Information Adm nistration (EIA) forecast from 2006 to

use in its application. The EIA forecast, the latest one
avai l able as of Fall 2007, is depicted by the green line on the
graph and all ows conparison. He pointed out that the red line

shows the nost recent EIA forecast conpleted on Decenber 2008,
which is about $2 in MvBtu higher.
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MR. PALMER referred to slide 8, titled "Econom c/Technical
Viability - Inpact on Project Economics.” He explained that the
AG A application required TransCanada to show the value for
governments and producers using the nunbers provided by the EIA
Using the figures provided by the EIA tw years ago, it would
have produced $350 billion. He offered that this provides the
funding source for governnments to pay their costs and al so woul d
provide value to them He referred to the far right colum of
the slide, to the nost recent forecast |abeled "March 2009."
This projects an additional $125 billion, about one-third higher
fromthe price forecast at the tine of the AG A application, he
not ed. He stated slide 9, titled "Project Schedule, Wrk Plan

and Budget" is the first of the new slides in his presentation
The blue I|ine represents TransCanada's project tineline,
i ncluding schedule, work plan, and budget. He expl ai ned t hat

the |icense was issued to TransCanada on Decenber 5, 2008. He
stressed that nothing has changed from the initial projection
made during the AG A process. He commented that TransCanada
originally filed in Fall 2007 and anticipated |icensure by Apri
2008, which was del ayed. He offered that this updated schedul e
was presented to the Al aska Legislature in June 2008. He
hi ghli ghted specific events, noting TransCanada remains on
target to conplete its open season by July 2010, that in Apri
2010, TransCanada wll send out proposals to its potential
custoners, assum ng that the Federal Energy Regul atory
Commi ssion (FERC) has approved TransCanada's open season
procedures. He explained custoners would be required to respond
by the end of July 2010. He offered to address the FERC pre-
filing request later in the presentation as it was raised as an
i ssue.

3:13:26 PM

COCHAIR MLLETT asked if TransCanada has a failed open season
in July 2010, whether TransCanada will neet the FERC pre-file
date of April 2011.

MR. PALMER answered yes. He elaborated that wunder the AGA
statute and license that TransCanada has an obligation to do so.
He offered that if the project has not advanced as a result of
di scussions with FERC, TransCanada still has an obligation under
the AGA license to neet the pre-filing request and the FERC
filing in 2012, regardless of whether TransCanada has a failed
open season in 2010. He reviewed other events on the tineline,
and reiterated the FERC filing is scheduled for October 2012

He stated TransCanada is subject to FERC regul ations although it
cannot control the timng of events after that date. He
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continued by stating TransCanada has projected that FERC would
grant a certificate of public convenience and necessity (CPCN)

by June 2014. So long as TransCanada has custoners, and
regul atory approvals by that date, it would nove forward to
proj ect sanction in Novenber, 2014. | f sanctioned, TransCanada

woul d nove forward with onsite construction in April 2016, wth
an anticipated conpletion date and initial gas in the Fall 2018.
Since the AGA application contains a conprehensive work plan,
he remarked that he would refrain from discussing that plan
t oday. He remi nded the conmttee of the reans of papers that
were filed during the AGA process from the Fall 2007 through
t he Sumrer 2008. He offered the estimted capital cost of the
project was $26 billion and remamins so, including over $600
mllion for developnent costs through the open season and
regul atory certification. He reiterated that the cost estinmates
are unchanged today. He related that TransCanada will conplete
a new capital cost estimate in the next 12 nonths and by March
or April 2010 an update on the $26 billion capital cost estinate
shoul d be avail abl e. He offered his belief that he would be
able to share the figures with first potential custoners and the
publ i c.

3:16:17 PM

MR PALMER referred to slide 10, titled "Engi neeri ng,
Environnental, Field, Comercial and Regulatory Update - Open
Season Phase 2008 to July 2010." He outlined TransCanada's "Key
(bj ectives" which include developing a class |V cost estimate to
support the open season. He noted class IV refers to a standard
engineering term related to the |level of accuracy for an open

season. Further, TransCanada wll <continue to identify the
pipeline routing within the study corridor to guide stakehol der
and public engagenent. Additionally, this slide identifies the

environnental activities, which he offered to update from the
| ast briefing. Subsequent to the last briefing, TransCanada net
with the FERC chairman and renmai ns encouraged by the discussions
bei ng hel d. However, TransCanada has not resolved issues
identified for the commttee two weeks ago, he stated. He
remarked that he is optimstic that TransCanada wll be able to
resolve issues soon, with respect to an early pre-filing and to
neet the goals of FERC He underscored TransCanada's goal,
which is to conduct a successful open season.

MR. PALMER referred to slide 11 titled, "TransCanada Open Season
Wrk Plan (August 2008- July 2010)." He stated that TransCanada
brings significant advantages to this project due to its in-
house expertise and over 2,000 enployees that currently
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transport 20 percent of North Anerican natural gas. Thi s
expertise and experience nmeans that TransCanada does not have to
build a construction plan "from scratch."” He highlighted that
TransCanada has econonies of scale which wll benefit the
project, was enphasized in its application, and is the primry
reason TransCanada believes it can provide devel opnent costs

i nexpensively and efficiently. Addi tionally, TransCanada has
standardi zed operating and construction procedures in place for
all activities. He remarked that TransCanada runs a ngjor

pi peline system today that is interstate and interprovincial.
Thus, this provides advantages in terns of <capital cost
esti mates, developnment costs, and ultimately in terns of the
success of the project. He opined that for these reasons
TransCanada can mai nt ai n | ower costs whi |l e achi evi ng
environnmental and safety standards. He stated the capital costs
are benchmarked as lower than its conpetitors in the U S and in
Canada. Addi tionally, TransCanada's operating costs wll be
lower, which was previously outlined for the |egislature.
Further, TransCanada is a proven |eader in developnent of U S.
and Canadian interstate and interprovincial nat ur al gas
pi pel i nes, he stated. Finally, TransCanada has mmjor gas and
oi | pipelines underway and was the recipient of the 2008 d obal
Pi peline Award for |eading edge technology, which is applied to
mai ntain | ow costs and to continue to advance the efficiency of
proj ects.

VR. PALMER referred to slide 12, titled "Engineering,"
explaining he previously noted that TransCanada conmenced the
project after the Al aska State Legislature's approval |ast year.

Since reinbursenent under AG A did not commence until Decenber
5th, 2008, TransCanada has not submtted its first billing, but
anticipates the bill wll be forthcom ng next week and wll

cover costs through the end of March 20009. He offered his
belief that the estimate provided several weeks ago renains
TransCanada' s best estinmate. He reviewed engineering aspects,
i ncludi ng that TransCanada perforned aerial photography for both
alternatives "before the snow flew, " which enabled them to
perform desk work this wnter. He explained that TransCanada
commenced the borehole work on geotechnical work along the
right-of-way and as of |ast week has conducted 120 borehole

sanpl es and expects to conplete the remainder this nonth. He
stated that it has collected arctic engineering test data and
research on frost heaves. He anticipated that over the next
gquarter TransCanada will conplete its wnter geotechnical field
program and terrain mapping in Alaska, wll determ ne necessary
requi renents for a sumer geotechnical field program in Al aska,
and will continue route reconnai ssance and corridor selection in
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Al aska, as well. As previously stated, TransCanada let the
contract for the pre-feed work on the Gas Treatnent Plant (GIP)
to URS [Al aska] and work has conmmenced. Addi tionally,
TransCanada made its initial contacts with the Prudhoe Bay and
Poi nt Thonpson operators and hopes to conduct interface neetings
shortly.

MR. PALMER referred to slide 13, titled "Environnental." He
poi nted out for any nenbers not famliar with gas pipelines that
phot ographs on this slide illustrate exanples of the actual work
performed during construction at an open river crossing. He

remarked that lots of digging is involved. He pointed out that
the photograph on the right shows what the area |ooked I|ike
after the pipeline is "in the ground and re-vegetated," which is

what the pipeline will look like after it is conpleted. Next ,
he noted the photograph denonstrates that no evidence of
construction remains except for the "cut Iine" through the
trees. He explained work that was perforned from August 2008

through the first quarter of 2009, including that TransCanada
has established a dobal Information System (AS) platform to
support planning and permtting. He noted TransCanada al so has
provided prelimnary environnental constraints information for
Al aska routing, Al aska and Canada construction planning, and has
conpleted an initial route update review in Canada. He pointed
to the right side of the slide to the outlook for the second
guarter of 2009. He anticipated that TransCanada will conplete

environnmental information needs analysis with the regulatory
agencies to support construction planning, cost estimtes, and
envi ronnmental work planni ng. Additionally, TransCanada wl|

commence development of a request for proposal (RFP) for
TransCanada's environnental contractor, which should be issued
in the third quarter of 2009.

3:23: 06 PM

MR. PALMER referred to slide 14, titled "Regul atory/Permtting"
and stated that during the period from August 2008 through the
first guarter of 2009 TransCanada perfornmed prelimnary
environmental permtting strategy for Al aska and Canada, and
subnmitted all permt applications to support w nter geotechnical
program for a list of agencies listed on the slide such as North
Sl ope Borough, Departnent of Natural Resources (DNR), Al aska
Departnment of Fish & Gane (ADFG, U. S. Fish and WIldlife Service
(USFWs), U.S. Departnent of the Interior, Bureau of Land
Managenent (BLM. Additionally TransCanada conpleted the
permtting for the wnter geotechnical field program He
poi nted out the right hand side of the slide, which provides an
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outl ook for the second quarter of 2009. He explained that

TransCanada wi |l continue ongoing FERC discussions with respect
to the pre-file date, and wll continue nulti-departnent
engagenment with the Northern Pipeline Agency (NPA) in Canada.
He noted he will elaborate on the Canadi an aspects later in the
di scussion. Additionally, TransCanada will continue discussions
with individual agencies to update environnental information

needs analysis for the U S. and Canada.

MR. PALMER referred to slide 15, titled "Regulatory/Permtting
(cont'd)," and stated that he would not review the individua
neetings that were held but noted that TransCanada already
conducted multi-agency neetings in the US. beginning in
January, and in Canada commencing in March 2009. The slide
listed dates and U.S. nulti-agency neetings, as follows:

January 5- FERC
January 6- in Wshington, D.C Ofice of Federal

Coor di nat or, Depart nment s of Def ense, Honel and
Security, Interior Transportation, Commerce, State,
Treasury, Advisory Council on Hi storic Preservation,
Environnmental Protection Agency, FERC, Council on
Envi r onment al Quality, Ofice of Managenent and
Budget .

January 14/15 -in Anchorage/ Fai rbanks; JPQ SPCO, ADNR,
ADOT, ADF&G SHPO, ADEC, NOAA, EPA, DA (BLM, OFC
USFW5 & Uni versity of Al aska Fairbanks

February 25 and March 9 - NPA engagenent neetings - in
at ana

March 10 - FERC

March 16-19 - continued nulti-agency neetings in

Anchor age and Fai r banks

MR, PALMER stated slide 16, titled "Commercial" depicts a
phot ograph of the road along the side of the construction trench

and on the right hand side shows a conpression station. He
predicted that five or six conpression stations of this size and
scale will be |ocated approximately every 120 miles in Al aska.

MR. PALMER offered a reference for scale, such that the
phot ograph of the conpression station shown is about 1000 feet
by 1000 feet. He indicated that the larger building shown is
the conpressor building, which is about twice the height of a
two-story building or one-sixth to one-eighth of the height of a
megawatt wi nd station tower. He offered that TransCanada is
also building a huge nunber of wind towers in Canada. He
suggested for those interested in the environnmental footprint
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that conpressor stations simlar to this would be |ocated al ong
the right-of-way about every 120 m | es.

MR. PALMER referred to the right hand portion of slide 16, to
the outlook for the second quarter of 2009. He stated that
TransCanada has commenced discussions with potential shippers,
whi ch was previously described two weeks ago. He explained that
TransCanada will soon "kick off the In-State Gas Study" and has
already sent out requests to interested parties, received
responses, and anticipates awarding the contract later this

nont h. He stated that TransCanada w Il continue discussions
with potential shippers, and to will develop plans for the open
season. He listed steps toward open season for those not
famliar with the pipeline business, such as that TransCanada
will "flesh out" the comercial terns, conditions, and precedent
agreenents for potential custoners. Those agreenents nust be
filed with FERC, and contain the specifics that will be sent to

custoners a year from now, he stated.

MR. PALMER noted that slide 17, titled "Canadi an Authorizations
and Ri ght - of - Wy, " enphasi zed an i nport ant factor and
differentiates TransCanada from the other party proposing to
advance an Al aska gas project through Canada. He highlighted
and reenphasi zed what was presented two weeks ago, that project
delays are the critical factor in final capital costs. He
rem nded nenbers about the MacKenzie Project, which is in its
sixth year of regulatory review He detailed that the filing
was made under the National Energy Board (NEB) six years ago,
with a decision anticipated by the end of this year. He asked
to conpare and contrast that with what TransCanada has in place

under the Northern Pipeline Act (NPA). Further, he stressed
that TransCanada has sole access to specific |legislation,
regul ations, and right-of-way for this project in Canada. He

explained that the NPA was passed in 1978, approximately 19
years after the National Energy Board Act (NEBA) was passed. He
recall ed that sonme people believe the NEB structure is the nodel
for the nodern structure. However, he pointed out that the NEB
was passed 19 years after the NEBA. The NPA is specific to this
project, and is simlar to specific legislation for the Al aska
Natural Gas Pipeline Act of 2004 (ANGPA). This project is
avai lable only to TransCanada by the treaty that sets out the
rights and responsibilities of both countries, Canada and the
US for this project. He stated TransCanada's subsidiary
"Foothills" is the nanmed party in the treaty as the Canadian
sponsor of the project. He cautioned that other parties that
wish to "nove gas from Al aska through Canada and back into the
US " will have substantial issues to resolve. He referred to
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the NPA, pointing out that it is a single-w ndow regulatory
agency available only to TransCanada, that TransCanada has a
proven track record with the pre-build in 1981 and 1982, and for
the five expansions through 1998. Furt hernore, TransCanada
holds the certificate of Public Convenience and Necessity for
this project in Canada. He asked nenbers to contrast
TransCanada' s advantage with what any other party would have to
achi eve. He opined that TransCanada has exclusivity to build
this pipeline. He related that the re-staffing of Northern
Pi pel ine Agency is underway. Additionally, TransCanada has held
rights-of-way through the entire Yukon province in Canada for
approxi mately 25 years, which again is exclusive to TransCanada.

3:30:17 PM

MR. PALMER referred to slide 18, titled "Canadi an Authorizations
and Right-of-Way," and nentioned steps TransCanada has taken
with respect to First Nations. In addition to holding the
rights-of-way through the Yukon the NPA also sets out specific
terms, conditions, and benefits for First Nations. He stated

that TransCanada has comenced negotiations on participation
agreenents to supplenment the NPA ternms and conditions for First
Nat i ons. He pointed out that letters were sent to all eight
First Nation organizations just over a nonth ago, that positive
responses were received froma quarter of them and TransCanada
has begun negotiations with them Additionally, TransCanada has
50 years of environnental experience in Canada and about 40
years of experience in the U'S, he related. He al so enphasi zed
that TransCanada has proven expertise with FERC and Canadi an
foruns, and in Canada the "go/no go decision” has already been
made, which once again is exclusive only to TransCanada, he
opi ned. He detailed TransCanada's successful experience wth
previous pipelines, such that it has built 7,000 mles of
interstate and interprovincial pipelines in the 1990s on
schedul e and on budget. He specified that a $12 billion, 4,000
mle pipeline is currently under construction, which represents
about half the total cost of this proposed project. He opi ned
that TransCanada has constructed projects that are |onger and
more technically challenging than the proposed Al aska natural
gas pipeline project, noting TransCanada's experience spans over

50 years.. He pointed out that TransCanada currently transports
two-thirds of Canadian gas and approxi mately 20 percent of North
Aneri can gas. He offered to conpare and contrast TransCanada's

performance agai nst any other party in the industry.

MR. PALMER referred to slide 19, titled "LNG" He stated that
in the initial open season potential shippers wll have an
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opportunity to nominate gas deliveries to points within Al aska,
within Canada, to Asia and the Lower 48 via Valdez, and also to
the Lower 48 via the Al berta Hub. He noted that TransCanada
would only conplete the gas treatnment plant and the pipeline,
but not the liquefaction, shipping, or downstream facility. He
related that TransCanada has comenced the necessary design,
engi neering, environnmental, field and conmercial work to provide
potential custonmers with Capital Cost Estimates (CAPEX), tolls,
and commercial ternms for the LNG alternative at the sane tinme it
woul d provide information for the Al berta Hub.

MR. PALMER referred to slide 20, titled "Timng of Initial Open
Season, FERC Pre-filing, FERC Application.™ He explained that
informati on has been covered in slide 9 of his presentation, but
recapped significant dates noting the initial open season mnust
be concluded by July 2010, the FERC pre-filing request 1is
scheduled in 2011, and that TransCanada 1is «currently in
di scussion with FERC as to whether the specific timng would be

advanced. He reiterated the FERC filing is due in 2012,
regardl ess of whether the initial open season is successful. He
offered that if the open season is unsuccessful, t hat
TransCanada wi Il hold discussions with potential custoners on an
ongoi ng basi s. He also stressed that TransCanada is commtted

to hold subsequent solicitations of interest to custoners at
| east every two years.

3:34:14 PM

MR. PALMER referred to slide 21, titled "Gas Treatnent Plant
(GTP)," stating that the design was addressed in slide 3 for the
Al berta Hub and LNG options. He stated that TransCanada wl |l
develop and own the plant only if necessary. He related that
TransCanada has comenced work on GIP for the initial open
season since no other party has cone forward to indicate it is
prepared to own it. He rem nded nenbers the pre-feed contract
has been awarded to URS Corporation in March 2009, and that a
subsidiary of Arctic Slope Regional Corporation (ASRC), ASRC
Energy Services, will subcontract for them

MR. PALMER referred to slide 22, titled "Cost Analysis,"” and
remarked that TransCanada's estinated the project costs at $26
billion in its application in Novenber 2007, including $600

mllion for devel opnent costs through the initial open season
and for regulatory certification. He offered his belief that
one of the principal reasons that TransCanada can keep the
devel opnment costs |low is because of its experience and

experti se. Wiile there are not any changes to these estimates
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at present, TransCanada will have conpleted an estimate a year
from now, which will be shared with the public. 1In the event of
capital cost overruns, the AG A provides for a proposed return
reduction in the AQA application, as well as the work plan,
managenent oversight, and track record for controlling costs.

VR. PALMER referred to slide 23, titled "In-State Gas
Deliveries." He nmentioned that TransCanada's AGQ A application
coommitted to five delivery points in Alaska and a single
di stance-sensitive rate, subject to FERC approval, for Al aska

consumers. The status is unchanged. He commented that
TransCanada hopes to award the in-state study soon, anticipates
the study will be conpleted later this year, and the results
will assist TransCanada with definite delivery points and wll

al so determ ne the di stance-sensitive rate.

VR. PALMER referred to slide 24, titled " Al aska
Contractors/ Suppliers.™

REPRESENTATI VE DAHLSTROM asked whet her TransCanada has a |ist of
out of state contractors and if TransCanada has signed a
comm tment with Bechtel Corporation.

3:37:19 PM

MR. PALMER answered no. He explained that URS was selected for
the GIP and Colt WbrleyParsons for the AG A pipeline. He
el aborated that these parties are performng the pre-feed work
on the GIP and the AG A pipeline at this tine.

MR. PALMER referred to slide 25, titled "Al aska Headquarters,
Alaska Hire, Project Labor Agreenent for Construction.” He
explained that the AQ A application indicated that TransCanada
expected all of the work to be perforned in Calgary through the
open season process. However, he offered that TransCanada has
opened an office in Alaska; TransCanada signed the |ease on
Decenber 1, 2008, and the Anchorage office opened in February
20009. He stated that approximately 42 Al askans were hired in-
state, either directly by TransCanada or by its contractors. He
explained that TransCanada has participated in alignnment
nmeetings with the Alaska Departnent of Labor & W rkforce
Devel opnment. He added that the 42 enployees that were hired are
in addition to the URS enpl oyees.

MR. PALMER referred to slide 26, titled "Al aska Headquarters,

Al aska Hire, Project Labor Agreenent for Construction (Cont'd)."
He explained that TransCanada has reinbursenent agreenents in
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place with Alyeska, BLM (Al aska), and the Joint Pipeline Ofice
(JPO) . He noted that these agreenments were necessary in order
to perform the geotechnical work this wnter. He pointed out
the considerable effort undertaken after TransCanada's |icensure
in Decenber 2007 that went into securing reinbursenent
agreenents to conplete the winter program He pointed out the
Project Labor Agreenment (PLA) for Construction is required for
the construction phase of the project and is set out in the A A

statute. He noted that TransCanada has nmet wth Al aska I abor
| eadership to discuss initial plans and the path forward towards
construction phase. He nentioned TransCanada held numnerous
neetings with comunities and groups, as well as an LNG

i nformation neeting in Val dez.

MR. PALMER referred to slide 27, titled "Project Ownership and
Construction.™ He stated that at present TransCanada is the
sol e project sponsor. He stressed TransCanada's preference for
other parties to develop and construct the GIP, although he
i ndi cated TransCanada will do so if necessary. He related that
TransCanada has clearly stated for the past 18 nonths that it
will offer an equity opportunity to shippers in the initial open
season that subscribes to a threshold volune. He offered that
TransCanada hel d di scussions with potential shippers and several
that have expressed an interest in becom ng a shipper and equity

partner wth TransCanada. O hers have not, he noted, but
di scussions are ongoing. He opined that the initial open season
will determne if parties wish to take up the opportunity.

3:41: 47 PM

VR. PALMER referred to slide 28, titled "TransCanada's
Readi ness, Financial Capacity and Technical Ability," noting
that he discussed this at a prior neeting tw weeks ago. He
mentioned that TransCanada's AG A application conprehensively
set out its readiness, financial and technical capacity. He
explained that this slide outlines recent access to capital
mar ket s. He noted that TransCanada issued $5.5 billion
Canadian, and $4.4 billion U S., since Novenber 2008. He
offered that the proposed TransCanada Al aska pipeline would have
access to the $18 billion U 'S. Federal Loan GCuarantee, that
financing will comence at the decision to proceed, sone five
years out.

3:42: 20 PM

MR. PALMER referred to slide 29, titled "Wbsite.” He reveal ed
that TransCanada's website is available for interested parties
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at www. transcanada.com and by clicking on the Al aska Pipeline
i con. He provided sone details on e-mails that the TransCanada
website has received. Overall, TransCanada's website has
received 110 e-mails and each one has been answered. He
estimated an average of 21 emails per nonth, wth about 21
percent generated in Alaska, a larger nunber from the Lower 48,
and sonme from Canada. The e-mails request information on a
variety of topics ranging from contract vendor and job
opportunities to general project information.

MR. PALMER referred to slide 30, titled "Summary." He recapped
his presentation by stating that the AGA bill was approved, the
license was issued, and TransCanada's conm t nent remai ns
unchanged. He offered that TransCanada is aggressively

advancing the project on all fronts. He stated that TransCanada
has solid access to capital nmarkets and current gas price
forecasts of $125 billion to producers and governnents as
conpared to the projections in its application filed sonme 18
nmont hs ago. He opined that nmajor projects like this one succeed
or fail based on long term project econom cs and not short term
swngs in natural gas prices. He infornmed nenbers that
TransCanada wll keep the legislature regularly informed, and
that TransCanada renains focused on costs, schedules, and
attracting custoners. He offered his belief that is what wll
allow this project to beconme a success, not just for Al aska and
TransCanada, but for the North Anmerican market.

3:44:28 PM
CO- CHAIR EDGMON nentioned that Senator Begich addressed the
| egislature earlier today and expressed a growing concern in

Washi ngton D. C. about the pipeline.

MR. PALMER recalled the comment. He stated that TransCanada has
not been active in Washington D.C. since the election, although

TransCanada has nmet with staff several tines. He offered his
belief that TransCanada's president has nmet with U S. Senator
Begich in an introductory neeting. He related that the
adm ni stration has expressed support for the project, but has
not indicated what form the support will take. He renarked that
TransCanada is interested in followng up on the discussions
with the admnistration. He reiterated that TransCanada's
cormitment for the TransCanada Al aska Pipeline Project. He
recalled that Senator Begich also identified some support for
the project. He noted that climte change should be positive

for the natural gas business, generally. He specified that sone
form of bridge fuel is necessary to get to renewable energies.
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He opined that TransCanada believes that natural gas is the
appropriate fuel for that bridge, not just for this project, but
for shale gas and conventional Lower 48 gas. He pointed out
that this project must also conpete with shale gas, global LNG
and conventional Lower 48 and Wstern Canadian gas. He
predicted that if TransCanada can nmaintain its schedul e and keep
costs under $3 that Alaska gas wll conmpete very well in the
gl obal market.

3:46: 50 PM
CO CHAIR M LLETT asked M. Palnmer to elaborate on First Nations
di al ogue. She expressed concern that sonme issues and access to

First Nations' |ands nmay exist.

MR. PALMER referred nenbers back to slide 17, and to the Right-

of -\Way bull et. He rem nded nenbers that TransCanada received
the rights-of-way for the entire Yukon province in 1983. Thus,
the right-of-way has been held for sone 25 years. Ten years

after the right-of-way was secured, the unbrella final agreenent
was reached between the governnent of Canada, the governnent of
the Yukon Territory, and all Yukon First Nations' governnents

That agreenment recognized TransCanada's right-of-way, and in
fact, as every First Nation's land claim has been settled al ong
the right-of-way, there has been a specific carve out of the
TransCanada ri ght-of -way. He offered that six of the eight
First Nations' governnments have settled |and clains. Two First
Nations governnment's have not and these two remaining First
Nati ons governnments mnust agree wi th Canadian governnent, not
Tr ansCanada. Once conpleted, he offered his belief that the
TransCanada right-of-way wll be "carved out"™ since it 1is
recogni zed in the final agreenent. He opined that TransCanada
is in a very different circunstance than the MKenzie Gas
Proj ect. He explained that the four major oil conpanies that
conprise the McKenzie Gas project had to first obtain access and
benefits agreenents. He pointed out that TransCanada has access
with the rights-of-way secured. He inquired as to the benefits
to the First Nations from this project, then answered that the
NPA set out in its terns and conditions benefits for the First
Nations in docunents that have been public for over 30 years

He asserted that TransCanada is prepared and has openly offered
by letter to inprove the benefits to the First Nations if they
wish to sign a participation agreenment wth TransCanada. He
reiterated that half of the First Nations' governnents have
expressed interest and that two have commenced negotiations in
this first nonth. He opined that in the event TransCanada is
successful in signing participation agreenents in the next 12
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months, it would be positive for the project. If not,
TransCanada will rely on the already established |egal terns and
conditions approximately 30 years ago. He offered his belief
that TransCanada is in a strong legal position with respect to
the issue of First Nations.

3:49: 45 PM
CO- CHAIR M LLETT recessed to the call of the chair at 3:49 p.m

OVERVI EW  NORTH SLOPE NATURAL GAS PI PELI NE PROQIECTS
PRESENTATI ON BY BUD FACKRELL, DENALI PI PELI NE PRQJECT

4:39:47 PM
CO- CHAIR M LLETT reconvened the neeting at 4:39 p.m

BUD FACKRELL, President, Denali - The Alaska Gas Pipeline
(Denali), began his presentation by introducing hinself. He
offered that his slide presentation should answer the 20
guestions the conmttee co-chairs previously submtted to him

MR. FACKRELL referred to slide 2, titled "Denali - On track for
success. " He explained the Denali - the Alaska Gas Pipeline
(Denali) tinmeline, such that the first major mlestone is to
conduct an open season in 2010. He related that Denali is on
target for that projected mlestone. He explained the Denali
organi zation is already in place. He offered his belief that
when the Denali project is viewed from a rmacroecononic
standpoint, that the project is economcally viable and has a
place in the Lower 48 supply and demand for natural gas. He

noted that with the economc downturn, price of natural gas
requires a long-termview.

4:40: 53 PM

MR. FACKRELL pointed out that the project has to be econonic and
nmust be able to conpete with other sources of gas. He nentioned
that shale gas is a real resource base, and Denali will need to
conpete with shale gas, conventional gas, and LNG inports. He
offered his belief that there is significant increase in LNG
inport capability in the U S. today. He opined that the thene
in Washington, D.C. from the new adm nistration is that natural
gas is a bridging fuel to the renewabl e resources. Since Al aska
has an abundance of natural gas, it is likely that this project
fits in the admnistration's thene. However, the present
econony cannot be ignored, he cautioned. \While Denali tends to
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focus on a long-term view, the existing gas price and costs
could burden any project. He stated that part of Denali's focus
is to neet the schedule and maintain costs as |ow as possible to
nove the project through open season. He reiterated that Denal
is commtted to their schedule, despite the downturn in the U S.
econony.

MR. FACKRELL referred to slide 3, titled "Denali Project
Description.” He explained that the project begins on the North
Slope with a gas treatnent plant (GIP) at Prudhoe Bay. The GIP
is intended to renove inpurities, such as carbon dioxide, and to
dehydrate, conpress, and chill the gas. He rem nded nenbers
that once built the plant will be the largest GIP of its kind in
the world. He provided an historical perspective on plants such
that in 1977, the Prudhoe Bay conpression station was the
| argest treatnment plant built, and when built in 1986, the NG
(CG&) and was the largest of its type in the world. He remarked
that the proposed GIP would be larger than the above two plants
conbi ned. He commented that the GIP provides a |arge conponent
in the project. He explained overall conponents of the proposed
pi peline such that it will be a large diameter, high pressure,
buried pipeline. The proposed route would follow the
TransAl aska Pipeline System (TAPS) to Delta Junction and then
would follow the Al aska-Canadian H ghway (ALCAN) to Al berta,
Canada, and that he would discuss other options later in the

presentati on. Since the distance to Albert is approxinmately
2,000 mles, conpressor stations will be built about every 100
to 200 mles at 40,000 horsepower (hp) each. If the pipeline

were extended into the Lower 48 an additional 1,500 mles of
pi peline would be required. He highlighted the key slide in his
presentation is slide 4, titled "The Denali Project - 4 BCFD to
North American consuners,” which shows a nmap of the Denali's gas
pi peline that would provide 4 Bcf/day of natural gas to North
Ameri can consuners, which is about 6 to 8 percent of the current
U.S. daily consunption. He opined that the size of the project
is primary reason why this project is on President Cbama's |i st
as a clean energy project.

MR. FACKRELL noted the darker line on slide 4 shows the proposed
Denali pipeline as it follows the TAPS line, then travels al ong
the ALCAN H ghway. He explained that an existing hub in Al berta
would allow gas to flowinto the Alberta Hub or potentially into
a new proposed pipeline to the Lower 48. He noted that the flow
woul d be dictated by shippers who wll inform Denali as to
whet her they want to pay tariffs in the existing A berta Hub or
whether tariffs offered in the new proposed pipeline to the
Lower 48 woul d be nore advant ageous.
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MR. FACKRELL referred to slide 5, titled "Denali Terns of
Service." He opined that a significant point is that Denali is
an open access pipeline under the |aw. He recalled hearing
runors that the pipeline would not be open access. However,
that is not so, he stated. He asserted that the bill passed by
t he Congress dictated open access, and the FERC put in place the
rules to ensure open access to the pipeline. He rem nded
menbers of testinony given during the AG A debate by FERC
Director, Ofice of Energy Projects, Mark Robinson, from
testinmony given during the AG A debate, and read, "People have
open access to the pipeline, not just the producers.” He
asserted that open access is inportant fromthe perspective of a
pi pel i ne conpany. He outlined other ternms of service for the
proposed Denali Al aska gas pipeline: that the proposed Denali
gas pipeline would provide distance sensitive transportation
rates for local use; would provide for efficient expandability,
would solicit shippers every two years regarding expansion;
woul d provide at |east five offtake points; and would provide
of ftake points in Canada, if warranted.

MR. FACKRELL referred to slide 6, titled "Regulatory Framework -
Canada and U.S." He illustrated regulatory franmeworks in Canada
and the U.S. He explained that two regulatory framewrks are
avai l abl e in Canada, explaining that the Northern Pipeline Act
(NPA) is exclusive to one party, and Denali would not file under
t he NPA. He offered that the National Energy Board Act (NEBA)
has been in existence for sone tine and continues to nodernize
its rules, including incorporating the |atest environnmental |aws
i n Canada. He noted that Denali would follow the National
Energy Board (NEB) process.

MR. FACKRELL stated that the pipeline process in the US. is
controlled by the FERC Thus, a certificate would have to be
garnered from the FERC. He asserted that the AGA is not an
exclusive license to build a pipeline. He stated that Denali
will nove forward outside the AG A

MR. FACKRELL referred to slide 7, titled "Denali Progress - Key

Acconplishments.” He listed the key acconplishnments detailed on
the slide. He stated that Denali has spent $55 million in 2008
on the project. Denali has nobilized its project team

established headquarters in Anchorage, established Canadian
Headquarters, obtained approval of the FERC pre-filing request;
filed right-of-way on federal Ilands with the BLM held a
successful 2008 sumrer field program conducted conmunity
outreach neetings in Alaska and Canada, established an
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Archeol ogy Technician programwith UAF. Additionally, Denali is
an active nenber of Alaska Departnent of Labor & Wrkforce
Devel opmrent task force, Denali nmet wth state, federal, and
Canadi an  gover nnment of ficials, Denal i awarded two major
contracts for the GIP and the pipeline, and Denali has perforned
prelimnary engi neering for the proposed pipeline.

VR. FACKRELL expanded on Denali's key acconplishnents,
explaining that Denali has 90 to 100 people in its core teamin
Al aska, Canada, with a few people |located in Houston, Texas. He
offered that about 80 personnel are located in Alaska and the
core team will remain constant. Addi tionally, dozens of other
contractors are working on a variety of projects associated with
Denal i . The Anchorage office is approximately 40,000 square
feet of office space in January at the new building |ocated at
188 Northern Lights Boulevard, he nentioned. Addi tionally
Denali has a building located in the @Qulf Canada building in
Calgary. He noted that the federal ROWrepresents about a third
of the federal land in Al aska, which is a key piece of Denali's
pi peline right-of-way.

4:50:11 PM

MR. FACKRELL referred to slide 8 titled, "FERC Pre-filing and
BLM Right-of-Way Application.” He related that Denali filed
early at the advice of FERC, which provides Denali wth a
di stinct advantage. He explained other benefits to pre-filing

include Denali's established working relationship with FERC. He
related that the BLM established a formal process to use BLM
resources and reinburse them for right-of-way. He anticipated
Denali signing the reinbursable services agreenent (RSA) wth
the BLMin the next week or so.

4:50:49 PM

REPRESENTATI VE JOHANSEN recalled earlier testinony that Denali
does not want to spend any nore noney than is necessary. He
al so recalled TransCanada's testinony such that it chose not to
pre-file because of the expense involved. He inquired as to the
reason Denali chose to pre-file given the cost invol ved.

MR. FACKRELL answered that first, pre-filing is a requirenent
for the FERC process. Secondly, he stated that the FERC advi sed
Denali to pre-file, which it has found it to be very beneficial.
He reiterated Denali's focus on containing costs and neeting its
schedul e. However, he stressed that Denali has found the pre-
filing to be beneficial since it helps it to align resource
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reports and maintain ongoing conversations with FERC as the
proj ect noves through the process.

4:51: 53 PM

REPRESENTATI VE JOHANSEN understood that pre-filing prior to open
season is a nore expensive route to take.

MR. FACKRELL answered that Denali does not view pre-filing with

FERC as an extra expense. Due to the size of the project, the
di al ogue with FERC regulators is valuable. Thus, he offered his
belief that the pre-filing costs wll be beneficial to the
overal | proj ect . In further response to Representative
Johansen, M. Fackrell explained that BP Exploration (Al aska)
Inc. and ConocoPhillips have expertise since they operate over
50,000 mles of pipeline around the world. Further, he stated

that these conpanies have a pipeline conpany in the Lower 48
that routinely work with FERC. Thus, he enphasized that Denal
is very confortable with the FERC process.

4:54:01 PM

CO- CHAIR M LLETT asked for a conparison of the costs to pre-file
now as to postponing pre-filing later on in the process. She
inquired as to whether it would cost nore for Denali to pre-file
Now.

MR. FACKRELL responded that the costs would be incurred either
way. He agreed that Denali, or any conpany, would not want to
i ncur costs until necessary. However, Denali deenmed that given
the magnitude of this project that contact wth FERC early on
woul d nmake them a partner in the process, he stated. Thus, the
advantage in incurring costs now for pre-filing was warranted.

MR. FACKRELL referred to slide 9, titled "2008 Wrk." He
reiterated that Denali spent $55 million in 2008. He naintained
that Denali had an outstanding safety record, with no injuries
this season. He related that Denali opened field office in Tok,
Al aska. He summarized the summer field work perforned, stating
that a mpjority of the work centered on a 200-nmile corridor
between Delta Junction and the Canadian border, that Denal

surveyed over 2000 mles of wet | ands, I nvestigated 70
archeol ogi cal sites, shot over 1,700 mles of ortho-photography
from a fixed-wing plane, and shot over 730 mles of inmmersive
video from a helicopter. Addi tionally, Denal i per f or med
engi neering route reconnaissance work, he stated. He also
opined that Denali has a good base to nove forward to open
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season, with a mniml need to perform any additional field work
in Al aska.

MR. FACKRELL presented slide 10, titled "Who's Been Wrking with

Denali." He described many of the over 30 contractors listed as
"good, Al askan conpanies” and also that sone of the conpanies
listed are Canadi an conpani es. Further, additional information

is avail able on the Denali website, he noted.

MR. FACKRELL referred to slide 11 titled "Two Mjor Engi neering
Contracts Awarded." He enphasized that the two rmajor
engi neering contracts awarded represented a nilestone for
Denal i . He el aborated on the contract with Fluor WrleyParsons
Arctic Solutions, as a joint venture between Fluor and
Wor | eyParsons for the GTP. The engineering conpanies will help
build a cost and schedule for the project. He surm sed that
Wor | eyPar sons has designed and built nore facilities than anyone
el se. Secondly, Denali recently signed a contract with Bechtel.
He gave details on Bechtel, such that it is a worldwde
construction conpany, wth expertise with pipelines and wll
suppl emrent the pipeline team

MR. FACKRELL presented slide 12, titled "2009 Plans Focused on
Open Season."” He told nenbers that the program is nuch broader
than its 2008 program He related that Denali is focused on
cost, schedule, and pre-filing requirenents. |Its efforts are on
providing the best cost estinmate it can given the project as it
is today. He explained that it wants its shippers to have
confidence that Denali has "worked this." In 2001 - 2002, the
producers spent $125 million over an 18 nonth period on an
overall cost estimate, which is being expanded today. He opined

that Fluor WrleyParsons and Bechtel wll be instrunental in
buil ding that cost estimte. He nentioned ongoing work wth
DNR, FERC, NEB, and the Ofice of the Federal Coordinator (OFC).
He noted that Denali will continue to work to neet its FERC pre-
filing requirements and wll engage the FERC third-party
envi ronnmental contractor. He acknow edged costs are associ ated
with this, but offered that the contractor will be instrunental

in the environnental inpact statenent (EIS) for the project. He
listed steps to a successful open season, such as working with
AKDOTPF infrastructure for roads, bridges, and ports, as well as
field work in Canada. He offered praise for the collaborative
effort it has undertaken with Wrkforce Devel opnent, including
t he UAF, Departnent of Labor & Wbrkforce Devel opnent (DLWD), and
the survey crew training. He opined that the effort being nmade
is an effort to reach a project |abor agreenent (PLA), but is to
devel op the work force and negotiate the PLA at the appropriate
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time. Another inportant piece of the process is the stakehol der
engagenent in Al aska and Canada. Finally, he stated that Denal

wi |l progress the comercial work that underpins an open season
i ncluding putting together its office.

MR. FACKRELL related that slide 13, titled "Denali is the only

project proponent that..." and listed reasons Denali has
di stinct advantages over other proponents. He enphasized that
Denali's producers have decades of Al askan, Canadian, and Arctic
construction and operational experience; that Denali has the

desire and experience to construct and operate the GIP; that
Denali has already pre-filed with the FERC, that Denali is the
only conpany that has established a significant Al aska

headquarters office; and Denali is only spending its own noney
to nove the project forward. He stressed that Denali cannot
ignore the economc environment today, but wll mintain its
| ong-term focus. He further stressed that Denali wll be
car ef ul Wi th expendi tures and exerci se effective cost
managenent .

5:03:12 PM

CO CHAIR EDGVON recal | ed TransCanada's testinony today and asked
M. Fackrell to address how Denali wll handle the Canadi an
rights-of-way and permts.

MR. FACKRELL rem nded nenbers the two routes that are possible
to authorize a process in Canada are the NPA and the NEB

processes. He acknow edged that the NPA is exclusive, but
stated that the NEB process is open to any party. He pointed
out that BP and ConocoPhillips currently have operations in

Canada. Additionally, Denali also has personnel in Canada and
is interacting with the NEB, the Canadian Environnental Agency
(CEA), and with the Yukon Environnental and Soci o- Econom ¢ Board
( YESAB) . He said Denali is pleased with the interactions and
progress thus far. He remarked that the NEB process is very
simlar and closely aligned to the FERC process.

5:04:57 PM

REPRESENTATI VE  JOHANSEN recal l ed sl i des 17 and 18 of
TransCanada's presentation, pointing out the nunerous tinmes the
Canadi an authorizations wunder NPA seem to be exclusive to
Tr ansCanada. He speculated that the only reason anyone could
conpete woul d be through anot her path.
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MR. FACKRELL affirmed that Denali would follow a path without
exclusive rights. He explained that Denali would not have spent
the noney it has thus far if Denali did not believe another path
exi sted for approval. He insisted that no exclusivity exists
for building a pipeline in Canada. He relayed that Denali has
hel d conversations with the NEB and clearly another path exists,
which is set out in the NEB process. He acknowl edged that the
NPA process is exclusive, and then reiterated that a second
process, the NEB process exists, and is the one Denali would
use.

5:06:12 PM

REPRESENTATI VE PETERSEN referred to slide 5. He suggested one
concern raised is that the producers would fill the line wth
their own gas, which would result in |ess exploration by smaller
conpanies resulting in less developnent in oil & gas fields in

Al aska. He asked if Denali is an open access pipeline, what the
shipping price will be and if it could be conpetitive wth
Tr ansCanada. He expressed interest in encouraging exploration
in Al aska.

MR. FACKRELL responded that Alaska Natural Gas Pipeline Act of
2004 (ANGPA) specifically addresses that point and is the |aw
that wll prevent Denali from keeping out conpetitors. He
acknow edged that concern about bl ocking exploration was shared
by the Congress. Thus, the Congress gave stewardship to FERC to
wite the rules to insure that doesn't happen. He expanded on

this, explaining that Denali w Il undergo the sane open season
that TransCanada will undergo. He speculated that it would be a
fair process, that Denali would be scrutinized even nore than
TransCanada, but that FERC will govern that overall process. He

reiterated that this is the law, that the Congress has the
responsibility to insure that whoever operates the pipeline does
not stifle exploration on the North Sl ope.

5:08: 55 PM

MR. FACKRELL, in response to Representative Johansen, referred
to slide 12 and agreed that Denali would work with the OFC.

5:09: 18 PM

CO- CHAI R EDGVON asked if any scenario could be inmagined in which
Denali would partner with TransCanada.
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MR. FACKRELL answered that the Denali owners have expressed a
willingness to entertain any partnership that would reduce risk
and add value to the pipeline project. He opined that since
TransCanada is an AG A licensee, and is being paid by the State
of Alaska (SOA) that it is obligated to the terns and conditions
of AGd A He asserted that Denali is not subject to AQA
Further, Denali's owners did not file an application under AGQG A
because they did not believe it would result in a viable
pi peline. However, he reiterated that Denali remains open to
anyone who coul d add val ue and reduce ri sk.

5:10: 38 PM

CO CHAIR EDGVON asked what stage in the project Denali could
determ ne whether TransCanada would be considered a worthy
partner, such that TransCanada mght be able to offer cost
ef ficiencies.

MR. FACKRELL referred to the Denali tineline. Currently, Denali
is focused on an open season, holding an offering, and obtaining

commtnments from potential shippers. He enphasized that not
enough gas exists for two pipelines. He offered that once
Denali and TransCanada are past the initial open season nore
information on how to proceed would be avail able. He offered

his belief that currently, no advantage exists for Denali to
partner with TransCanada, but serious inpedinents exist under
Ad A In further response to Co-Chair Edgnon, M. Fackrell
contended that the BP and ConocoPhillips have built big projects
wor |l dwi de, with expertise to build a conplex project like this
pi pel i ne. He expounded that BP and Conoco have over 50,000
mles of pipeline throughout the world. He detailed that BP
currently operates a 1,000 mle oil and gas pipeline from the
Caspian Sea to the Mditerranean Sea through three countries.
He reenphasi zed t hat Denal i possesses t he experti se.
Additionally, Denali conpanies built the North Slope facilities.
He offered that Denali's personnel are ready and eager to build
t hi s pipeline.

5:14: 37 PM

REPRESENTATI VE PETERSEN asked for nore details on obtaining the
permts in Canada.

MR. FACKRELL clarified that the NEB process is available to

anyone. He answered that either the NPA or NEB process can
issue a certificate for a pipeline. While the NPA process is
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exclusive to TransCanada, the NEB process is availability to
anyone, he st at ed.

5:15:43 PM

CO-CHAIR M LLETT asked whether Denali is in contact with the
First Nations.

MR. FACKRELL answered yes, that Denali has met wth First
Nat i ons. He stated that Denali continues to have dial ogue with
First Nations along the proposed route. He rem nded nenbers
that BP and ConocoPhillips are established entities and offered
that Denali w Il focus on and build on these relationships in
Canada in 2009.

5:16:41 PM

CO- CHAIR M LLETT asked for suggestions for the next step in the
process for Al aska and whether the state needs to concentrate on
devel opi ng fiscal terns.

MR. FACKRELL answered that as a pipeline conmpany Denali is not
seeking fiscal ternms, but nust attract shippers. He related
that shippers will need to bear the risk of developing the
reserves, for cost overruns on the pipeline, and associated
tariffs. Further, shippers bear the uncertainty of the price of
gas "at the other end.” He speculated that if shippers also
need to bear the uncertainty of an unknown tax reginme that it
may not result in a successful project. He assured nenbers that
potential shippers wll want to know the risks involved. He
suggested the tax reginme would be inportant for the legislature
and state to focus on to foster a successful project.

5:17:56 PM

CO- CHAIR M LLETT asked whether Denali is working on an agreenent
wi th Exxon Mbil Corporation (Exxonhbbil).

MR. FACKRELL related that Denali offered Exxon Mbil an
ownership when the organization was formed that offered
ownership to Exxon. He alluded to current conversations wth
ExxonMobil, and Denali is willing to review the project status
with them but no decisions have been made.

5:18: 47 PM
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CO-CHAIR M LLETT nentioned that at a recent energy conference
the subject of nediation with FERC was expl ored. She inquired
as to whether it would be beneficial to have FERC nediate
bet ween Denali and TransCanada.

MR FACKRELL reiterated Denali's dilemma due to the terns and

conditions of AGA He stressed noving the pipeline project
forward. He opined that if the two projects proceed through
open season and continue on it would be troublesonme for FERC

He reiterated Denali's goal to nove the project forward. He
opi ned that Denali can achieve a good cost estimate. Furt her,
potential shippers can have confidence in the team Thus,
Denali wll continue to concentrate on a successful open season

he stated.

5.:21:31 PM

CO-CHAIR EDGVON asked for an overall cost estimate for the
Denal i project.

MR FACKRELL answered that its westimate is $30 billion

However, he pointed out that three producers spent $125 mllion
and 18 nonths to performthe | ast cost estinmate was in 2002. He
related that Denali w Il perform another cost estimate over the
next year. He offered his belief that is fundanmental in order
for Denali to conduct a successful open season.

5:22:18 PM
ADJ QURNIVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 5:22 p.m
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