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AKLNG Project pursuant to SB 138 [gas pipeline |legislation
passed in 2014].

RANDALL HOFFBECK, COWM SSI ONER, DEPARTMENT OF REVENUE
communi cated that SB 138 had contracted Lazard to conduct a
financial analysis for a pipeline. He detailed that the
conpany would provide an interim report that included a
hi gh-1 evel overview of financing options. A follow up
report would be presented later in the fall [2015] specific
to the AKLNG Project. He noted that the final report would
dovetail with various project decisions to be made by that
point in tine.

GEORGE W BILICIC VICE CHAIRVAN OF | NVESTMENT BANKI NG
LAZARD FRERES, introduced his colleagues. He provided a
Power Poi nt  presentation titled "Lazard Interim Report
Overview - Discussion Mterials" dated February 17, 2015
(copy on file). He shared the teanmis excitenment over
working on the project. The goal was to recommend an
optimal financing plan or plans for the state pertaining to
the AKLNG Project. He pointed to a disclainer from the
conpany's |egal departnent at the beginning of the report.
He highlighted that the presentation would provide an
introduction to the conpany, an overview of Lazard' s role
on the project, topics covered in the interim report, and
steps that would be taken to get to the final report (slide
1).

M. Bilicic provided background information about the
conpany that been founded in the md-1850s (slide 2). The
firm had becone a public conpany and its market
capitalization was currently listed on the New York Stock
Exchange at $6.5 billion. He discussed the firms global
presence and noted the inportance of understanding gl oba
dynamics to give sound advice pertaining to the project.
The firm was client focused and senior advisors were
notivated by client relationships and serving the interest
of the clients. He relayed that the conpany was conflict-
free and was only in the advice business. He highlighted
that a large part of the firnms business was in the
representation of governnents. He noted that his biography
was included in the back of the presentation.

Co-Chair Thonmpson noted that Representative Gara and
Representative Munoz had joined the commttee neeting.

1: 39: 14 PM
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M. Bilicic noved to slide 3 and discussed the conpany's
gl obal presence; it enployed 900 investnent bankers in all
maj or gl obal business cities. He discussed Lazard's
assignment pertaining to the legislature (slide 5). He read
froma statenent:

Qur mandate was issued by Senate Bill 138 and a
Department of Revenue request for proposals. Senate
Bill 138 calls for the "developnent of a plan" for

Al aska nunicipalities, r egi onal cor porati ons, and
residents to participate in the ownership of a North
Sl ope  natural gas pi pel i ne. Pur suant to this
| egislation the Departnent of Revenue solicited
proposals from qualified firnmse to serve as a
"financial consultant on the state's participation in
the continued devel opnent of a liquefied natural gas
project from Alaska's North Slope.” The interim
report, which was requested by the |egislature,
provided a detailed description of the project, an
overview of the state's finances, and an introduction
in an outcone agnostic way to various financing
considerations for the project in advance of the final
report.

M. Bilicic noted that the interim report outlined all
options available to the state to pursue the project from a
financi ng point of view

Vi ce-Chair Saddl er asked if there were two mssions for the
interim report: first, to describe nmnmethods by which
muni ci palities and residents of the state could participate
in ownership of the AKLNG Project; and second, to address
the state's financing options.

M. Bilicic replied in the affirmative. He noted that the
m ssions wound up nerging because one could also be a
source of financing. He stated that the first clause was
really a source of potential financing for the project. He
continued on slide 6 that provided a high |evel process
tinmeline. Lazard had been working on the project for
slightly over four nonths; the interim report had been
del i vered on schedul e. The conmpany was currently
undertaking work on the final report and would deliver it
by Cctober 1, 2015. He conmunicated that the advice would
be delivered when many of the variables would not yet be
determ ned; therefore, it was necessary to create a report
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that identified the variables that would all ow people using
the report in the future to view the report in a nodul ar
way so variables could be inserted into the analysis and
changes coul d be made.

1:44: 25 PM

M . Bilicic relayed that the interim report t ook
approximately 13 hours to read. He turned to slide 7 and
di scussed his intent to provide a brief background of the
project including the state's objectives, prelimnary
financing considerations for the state, and evaluative
criteria. He stated that a significant part of the work
woul d be done around financing alternatives and then the
conpany would filter its advice through evaluative criteria
that were inportant to the state. He detailed that there
were a nunber of objectives the state would hope to neet
through participation in the project; the objectives were
econom cal ly, non- econom cal |l y, qualitatively, and
quantitatively notivated. He read state objectives on slide
7

* Develop Natural Resources for WMxinum Benefit to
the State

e Realize Investnment Returns

e Support State Budget

* Repl eni sh Reserve Accounts

e Stinmulate In-State Job G owh

e Provide Investnent Qpportunity  for I n-State
I ndi vi dual s and Entities

e Provide Natural Gas to Al askans
e Support Local Municipalities

M. Bilicic expounded that Lazard's ultimate recommendati on
to the state would be inforned by the objectives set forth
on slide 7. He addressed the AKLNG Project economc
overview on slide 8. He detailed that the state was
currently contenplating project ownership up to 25 percent.

The project was anticipated to cost between $45 billion and
$65 billion in 2012 dollars (as time passed dollar anmounts
woul d evolve based on overall economc conditions); the

state's share would be approximately $11.3 billion to $16.3
billion (the total cost divided by 4). He conmunicated that
the vast majority of the cost was expected to be incurred
during the engineering, procurenent, and construction phase
that was estimated to start in 2019. He relayed that
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project costs my change over tinme as a result of mny
factors including project devel opnent s, negoti ati ons,
mar ket dynam cs, and the passage of tinme. He remarked that
the risk factor was inportant because costs could evol ve.

Co-Chair Thonpson asked if TransCanada's involvenent was
taken into consideration in the econon c overvi ew.

M. Bilicic replied that the larger report |ooked at what
the state's economc participation would be if TransCanada
were participating. He continued to discuss slide 8. He
noted that financial nunbers used in the interim report
were based on a Black and Veatch nodel. He addressed slide
9 that included an AKLNG Project econom c overview chart
the chart illustrated cumul ative projected cash flows over
time. As an investor in the project the state would need to
invest noney in the beginning to develop and build the
project; as the project becane operational it would begin
producing cash flows that would start to offset capital
spent. The chart showed the crossover point at 2026 (when
cash flows to the state would begin). He stated that the
actual crossover point would depend on actual costs and
revenues. He noted that the crossover point did not account
for the passage of tinme or tinme value of noney. He added
that the <chart was not atypical from other |[|arge
i nfrastructure projects.

M. Bilicic turned to slide 10 titled "State of Al aska
Financial Overview." The slide depicted the state's current
financial situation. The chart illustrated the state's need
of a new revenue source because of the way its financial
position evolved over time; the AKLNG Project could
potentially fill the need. He pointed out that the chart
depicted a material weakening of the state's financial
position in the comng years, which was the period over
which the project would need to be financed. He remarked
that the projections were based on an assumed price of oil
that was materially higher than the current spot price. The
firms analysis would | ook at the overall |ong-term budget
position of the state as part of considering the financing
alternatives and assessing the project through the
different evaluative criteria.

1:49: 57 PM

M. Bilicic addressed slide 11 titled "Selected Project
Risks and Potential Mtigants." He remarked that the
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proj ect had nunerous risks, opportunities, and mtigants to
risks. For exanple, there was risk that the project would
never make it out of the devel opnment phase or that cost
overruns during construction would force sponsors to
abandon the project. He relayed that under the scenarios it
was possible the state could lose all of its investnent it
had made up to that point. He advised that the specific
risk would be difficult to ever elimnate fromthe project.
Mtigants related to the quality of the state's partners,
pl anni ng, and the analysis. OQher potential risks were that
rel evant commodity prices could change in a way that could
negatively inpact project viability or that an influx of
numer ous conpeting projects could result in a global over
supply. He relayed that Lazard was watching projects in
Australia, Russia, and other; sonme of the projects were
bei ng cancel ed and others were being announced. He stressed
the inportance of the global perspective on the project.
The slide |isted potential mtigants as:

e ongoing/iterative assessnment of proj ect
feasibility

e risk transfer provisions/third-party contracts

e partner/sponsor marketing

* political support and strategy

» take-or-pay contracts/hedging strategy

e in-depth market analysis

e delivery flexibility

* other

M. Bilicic relayed that the firm would take all of the
potential risks into account and would provide advice in
the final report.

Vi ce-Chair Saddl er bel i eved t ake- or - pay contracts
represented potential Iliabilities. He wondered how the
state woul d hedge against the commtnent to nmake a take-or-
pay contract fromtransportati on comm tnent.

M. Bilicic replied that take-or-pay contracts referred to
entering into long-term contracts with people who would
want the LNG The contract would provide cash flow
stability, whi ch coul d be used to enhance t he
financeability of the project.

Representative Gara discussed that when the state had been
making a large amount of oil revenue the |egislature had
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passed a | aw specifying that conpanies that becane involved
in a gasline could deduct certain upstream costs fromtheir
oil taxes. He observed that financial circunstances had
changed and the state was currently bringing in negligible
revenue. He wondered if the firm had advice on how to nove
forward with a law that would allow the "big three" oil
conpanies to deduct the significant portion of their
gasline expenses fromtheir oil tax paynents.

1: 53: 44 PM

M. Bilicic replied that the conmpany had not considered the
scenario. He elaborated that the firm would focus on that
the state's consideration of risk had to be different than
that of the other partners that operated as for-profit
entities. Lazard would |look at ways to mtigate risk and to
structure the investnent in a way that would mnimze
Al aska's exposure. He relayed that the conpany was open to
i deas.

M. Bilicic nmved on to discuss prelimnary financing
considerations on slide 12. The slide provided an overview
of the framework Lazard believed the state should use to
think about its investnment in the project (i.e. how nuch
noney the state would need, where the noney would cone
from and how to structure its investnent). The slide
illustrated three key points including: 1) the state nust
identify sources of funds (internal and/or external) to
provide the capital required to invest in the project; 2)
the state can structure its economc interest in the
project via a mx of debt and equity financing structures;
and 3) construction of the project is expected to require

$13.7 billion of capital in the scenario in which the state
invests in the project on its own. He noted that the |ist
was not mneant to be all enconpassing. He relayed that

Lazard would provide advice on the mx of debt and equity
that would make sense; debt was cheaper than equity, but
too much debt would not nmake sense. He added that there
woul d be a period of time when the project would not well-
support significant debt. He listed the three Ilarge
conponents of the project including the gas treatnent
plant, the pipeline, and the LNG plant [all related to
poi nt 3 above].

Representative Edgnon pointed to the Sources of Funds

category on slide 12. He asked about the inclusion of the
Power Cost Equalizati on Endownent Fund.
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M. Bilicic responded that the firm did not have anything
in mnd related to the item the point was to note that
there were funds at the state level that could potentially
support the project. He continued to address potential
funding sources on slide 13. As part of the final report
Lazard would offer its point of view on the various funding
sour ces because each source had di fferent return
requirenents and had a different investnent appetite for
the project at different stages. The firm would also
comment on availability of capital, mar ket abi lity,
financeability, and precedence for nmking investnments in
itens |like the project. He noted that the back of the
interim report included case studies of simlar projects

The firm would also | ook at how use of the funding sources
woul d inpact the state's borrowi ng capacity and/or future
borrowi ng costs.

1: 59: 09 PM

Vice-Chair Saddler pointed to exanples of third-party
investors on the lower left hand portion of slide 13. He
wondered if the firm envisioned |ooking for potential
overseas equity investors (e.g. fromAsia).

M. Bilicic replied that there were at |east four potentia

"buckets" of investors that were non-U S. The first was the
energing class of infrastructure investors. He detailed
that portions of the project |ooked like infrastructure
(i.e. roads, bridges, utilities, tunnels, and other), which
was currently a "hot" area for investnent. He expounded
that the party raising capital could receive an attractive
return profile in exchange for offering investnents; sone
of the investors were in the form of sovereign wealth funds
or pension funds in other countries (e.g. Canada, Asia, and
other). The second category included people who want the
gas and my find it interesting to take an equity
investnment in the project directly or indirectly including
as part of entering into long-term projects. The third
category included bank I|enders that happened to be
organi zed overseas. The fourth category included other
investors who were active in the LNG area. He detail ed that
there were a significant nunber of trading firns that my
be interested in entering into arrangenents to take the LNG
to resell to utilities or others in different parts of the
wor | d.
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Vice-Chair Saddler had heard that it was possible for the
state to offload its risk in exchange for equity. M.
Bilicic replied that the conpany had the idea in m nd

M. Bilicic advanced to slide 14 that included a
description of structuring alternatives for debt and
equity. The slide indicated that the |east expensive
financing cane from recourse debt; the party that purchased
the debt would have recourse against the state. Taking
traditional common  equity at the | owest | evel of
subordination in the capital structure would tend to have
the highest cost. He noted that the factors that went into
choosing a financing structure were not limted to the
| onest or highest cost. QO her factors included the
efficiency of capital raising, nmarket capacity, and whet her
the state wanted to be an obligor. The firm would | ook at
all of the alternatives in its analysis.

M. Bilicic turned to slide 15 titled "lllustrative
Fi nancing Cost - Project Lifecycle." He discussed that as a
proj ect began and the work continued the cost of financing
was the highest due to the nobst risk and uncertainty. He
detailed that as the project becane nore certain the cost
of financing woul d decrease; when the project was conpl eted
a large portion would be viewed as a set of reasonably
risk-free cash flows. He added that the related financing
would be extrenely efficient. The firm had spent
significant tinme on the consideration because the global
capital markets denonstrated that there was not significant
capit al available that was efficient for greenfield
devel opment. However, there was an overwhel m ng anount of
capital for operating brownfield infrastructure projects.
He el aborated that there was a value arbitrage between the
greenfield and brownfield pools of capital that was able to
be captured by the successful party constructing an
infrastructure project. He reiterated that the cost of
financi ng was the highest at the beginning of a project.

2: 04: 38 PM

M. Bilicic turned to slide 16 that included other
considerations reflected in the interim report. Oher
consi derations included ways to get credit support for the
project from third-parties; |ooking at whether there were
i nsurance products t hat woul d allow certain risk
mtigation; and ways for investnents by the state or others
to be syndicated to other investors over tinme (perhaps
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capturing some of +the value dynamics covered on the
previ ous slide).

Representative Gara wondered if Lazard would ook at the
state's law that allowed the big three oil conpanies to
deduct a certain portion of their gasline costs from their
oil taxes. He wondered about the net present value the
state woul d receive under the current ternms of the project
gi ven upfront costs paid by the state.

M. Bilicic replied that Lazard would inform the state of
the value proposition when it provided the final report;
explicit and inplicit in that would be a point of view
based on the assunptions about project viability well in
advance of when project construction took place. The firm
woul d also look further at Representative Gara's question
related to tax.

Co- Chair Thonpson asked for the information to be channel ed
t hrough his office for dissem nation.

M. Bilicic turned to slide 17 related to prelimnary
sel ected evaluative criteria. The criteria was the nethod
the firmwuld use to analyze and filter through the nyriad
financing alternatives. Lazard's goal in identifying an
optimal financing plan for the state would be to optimze
how the financing plan or plans conpared to other plans
when taking into account the evaluative criteria. The first
criteria was t he pot enti al i npact on debt
capacity/opportunity cost for the state. He explained that
the criteria exam ned how to account for |ost opportunity
if the state invested noney in one project and was not able
to invest it elsewhere. The firm would factor in the
potential inpact of its recomrendations on Alaska's credit
rating; it would also look at the potential cost of
borrowng or issuing equity. Additionally, Lazard would
consi der whether an option under discussion was feasible
and practical. Lastly, the firm would look at how the
relevant financing plan did or did not align interests
anong key parties; the state's view of risk could be
different than one of its partners, which may affect the
financi ng structure.

2:08: 54 PM

M. Bilicic noved to slide 18 titled "Reconmmended Next
Steps." He relayed that the firm would focus on the gl oba
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LNG mar ket dynami cs and project developnments in the com ng
months in relation to advice the firmwould give to Al aska.
O her recomendations would include further analysis of
potential sources of funds, capital structure alternatives,
further refinement of prelimnary evaluative criteria,
formati on of potential financing alternatives, analysis of
the plans, and a drafting of the final report. The final
report would include advice on the optimal financing plan
or plans including how the plans may be affected by changed
circunstances. He turned to slide 19 titled "Illustrative
Process Review" Lazard's process would begin wth
potential fund sources, different capital structures, and
the state financing need including as affected by potential
partner arrangenents. The firm would develop financing
plans (there would be nore than three alternatives); it
woul d al so | ook at wvarious financing approaches that could
be pursued to be folded into an overall plan. Plans would
be analyzed based on the evaluative criteria and advice
woul d be provided to the state.

Representative Quttenberg asked about international risk
factors and market volatility. He observed that the price
swing had been phenonenal. He wondered how volatility
played into the firms analysis. He recalled use of the
expression "we're always one car bonb away from $100 oil"
during a past legislative oil tax debate. He stated that
the price of oil had actually reached $100. He used the
statenments in context of the current volatility of the
wor | d.

M. Bilicic answered that the firmanticipated that a |arge
portion of the project would be contracted with |ong-term
contracts. He explained that the contracts would provide a
stability of cash flows and the state's risk would be
credit risk of the counterparty. He detailed that nost of
the potential l|ong-term contract counterparties had good
credit (i.e. wutilities, trading firnms, or other). He
suspected that another portion of the project would not be
contracted and woul d be subject to the whins of the nmarket;
therefore, the value at any given point would be greatly
i npacted by LNG prices. He communi cated that the LNG market
had historically been an oil indexed market. However, one
of the @lf [of Mexico] projects in the Lower 48 had
entered into contracts wth a price index that was
different than the traditional index; Lazard believed there
may be flexibility for the state to structure its contracts
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differently. He stated that there was a "whiteboard"
dynam c that was an opportunity for the state.

M. Bilicic discussed a third consideration related to the
gl obal power generation market. He elaborated that the
power generation market was very different globally. The
firm believed the coal market would continue to conme under
significant pressure in every country; new coal plants
woul d continue to be constructed in places like India and
China, but it was alnpbst inpossible to build a new coal
plant in the U 'S, and Europe. Nuclear power continued to
grow, but not as rapidly as the overall global power needs.
Addi tionally, nuclear power was expensive and conplicated;
sonetimes the risk was not fully taken into account.
Renewabl e energy was inproving and wi nd and solar power
were cheaper, but did not work in many places. He added
that a good full-time energy storage solution had not been
devel oped. He stated that for a while the answer was gas

He elaborated that many parts of the world that were
growing and in need of power did not have access to gas or
their nuclear prograns were under stress, which was a
positive for the Alaska project. However, there was
associ ated technol ogy risk because sonmeone would figure out
a storage solution in the future. Additionally, where other
gas sources would be discovered was not known. For exanpl e,
it had been clear in 2007 that the US. wuld need to
i mport LNG which was no | onger the case. He added that the
general front-page-of-the-newspaper risk would continue to
be a part of everything done in the [LNG business for a
long time. Al of the itens would be taken into account in
the firms analysis; the information would flow through as
a technical matter on the returns the state and others
shoul d dermand for investing in the projects. However, the
project would never be a safe, perfectly easy investnent to
cont enpl at e.

2:16:26 PM

Vi ce-Chair Saddl er wondered how Lazard gauged its success.
He asked if success was defined by a good outconme for the
state or a good process leading to a decision. He asked if
the firms goal was a well-crafted "yes" or a well-infornmed
"yes or no."

M. Bilicic responded that the firm needed to create a work

product and process where all options were evaluated and
the client could understand the pros and cons of the
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different options and how the firm reached its particular
advice. The firm had undertaken the engagenent because it
believed the project made sense for the state and coul d be
successful in different comobdity price environments. He
opined that the project could act as a great "gap filler"
for the state and could set a nice foundation going
forward. The firm believed the project could be successful
but did not dimnish the conmplexity and |arge size of the
project that was subject to many variables. The goal was to
provide a financing plan or road map to a financing plan
that could nake the project successful. He asked nenbers to
keep in mnd that the report would be issued in 2015, but
significant tine would pass prior to the conpletion of a
proj ect .

Vi ce-Chair Saddler wondered if the duration of the firms
contract would last up to the FEED [Front End Engi neering
and Design] decision or longer. M. Bilicic replied that
the firm had a three-year contract. He elaborated that
Lazard would like to work on the project for a long tine
and liked to see things through to conpletion. The firm
anticipated that questions nmay arise after the delivery of
the final report and that a supplenmental analysis nay be
needed. He added that the firm could answer questions after
the conpletion of its contract.

Vi ce-Chair Saddler asked if the contract included a flat
fee or other. M. Bilicic replied that the contract
included a flat work fee and was "outcone agnostic." He
stated that the request for proposal had been designed wth
the flat fee, which he believed was the appropriate
structure.

Represent ati ve Kawasaki spoke to the Bl ack and Veatch slide
that was shown as an exanple on the economc overview He
believed commttee nenbers saw the exanple as a great way
to stem off the state's revenue decline. He remarked that
the information was predicated on fiscal terns that the
commttee had vyet to discuss. He wondered if the
information [on slide 9] would be factored into Lazard's
anal ysis. He observed that simlar cash flow charts were
provided for nost projects. He spoke to the inportance of
timng for the project. He noted that there would be a tine
the state would not have any cash; the legislature was
working to ensure that the state would nake nopney at sone
poi nt. He wondered whether Lazard was factoring timng into
its anal ysis.
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M. Bilicic answered that the firm would try to create a
report that identified the sensitivities and was nodular in
nature in order to identify what would change if revenues
were different. For exanple, what would happen to revenue
if 68.2 percent of the project was contracted conpared to
43 percent of the project. He noted that in the exanple
there would be higher exposure to the market. He believed
the timng of the report was inportant, but it would be
provi ded before information was known (including an updated
estimate of construction costs).

2:22:21 PM

Representative CGuttenberg asked what advantage a sovereign
or governnent had in a negotiation on a project |ike the
one at hand. He wondered about advantages that other
parties did not have. He asked if the state was acting in
its best interest thus far.

M. Bilicic responded that the state's presence added
credibility and conviction to the idea that the project
could nmove forward. He referred to a global map of projects
that were under contenplation and offered that the Al aska
pr oj ect should stand out because of the state's
i nvol venent. He relayed that sone counter parties would
like the idea of the state's presence for purposes of
entering into contracts rather than dealing with pure
i ndustrial players.

Representative Cuttenberg referred to the Alyeska Trans-
Al aska Pipeline System (TAPS) in which the state was an
owner but not a partner. He noted that tariffs were
approached differently; there were also royalties and
other. He wondered if the state would |lose anything if it
entered the project with a partner.

M. Bilicic replied that the state's interests and the way
it evaluated risk may be different than the other parties.
The state may need to structure its ownership differently.
He believed the state would gain nore than it would | ose.

2:26: 03 PM

Representative CQuttenberg noted that the partners had
different fiscal needs such as showing profits. The state
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may be nore interested in long-term gains. He wondered how
to use the relationships to the state's advant age.

M. Bilicic responded that +the project was distinct
relative to other governnental situations. He detailed that
in the private sector Lazard had worked on partnerships
where one party wanted stable cash flows and one party did
not care about the stability of cash flows and believed
they could manage the commodity price risk. Lazard had
structured the party concerned about price risk in a |ong-
term security situation that provided nore stability (sone
of the upside was given away with lower risk); the other
party assuned the variability of cash flows. He noted that
the structure could be considered for the project.

Representative GQuttenberg asked if the options would be
provided in the final report. M. Bilicic replied in the
affirmative.

Vice-Chair Saddler noted that two directives would be
addressed including |ocal/municipal participation and the
state's fi nanci ng. He asked how frequently t he
muni ci pal /i ndi vidual participation was a common feature in
large infrastructure projects. He <cited Australia and
| ndonesi a prospects as an exanpl e.

M. Bilicic answered that many of the projects done in the
U S were done at the nunicipal |level (e.g. nunicipal water
systens). He stated that the combination of oil conpanies,
a pipeline conpany, state governnent, and individuals would
be an unusual mx of investors. He was not aware of a
situation in whi ch i ndi vi dual s i nvest ed in an
infrastructure project |ike the AKLNG Project except in
cases where the project becane a public conpany. For
exanple, the Charles De Gaul airport in Paris, France was a
publicly traded conpany.

2:29:42 PM

Vice-Chair Saddler envisioned individual parti ci pation
along the lines of a person investing their Permanent Fund
Dividend in a big "good deal" project, which he believed
was unusual. He wondered if there were other projects that
i ncluded individual ownership (such as a class B stock)

M. Bilicic replied that in Australia there had been
ci rcunstances where the provincial governnments had sold
infrastructure to the provincial pension fund (investors
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were all individuals in the region) to provide a long-term
financial return for a young population in the country. He
would look into the question further and surm sed that
there was probably a situation that included an attenpt to
bring in individual investors. Except to the extent
i ndi viduals would have been investing as part of a public
offering, there had been exanples where |abor wunions had
been brought in as investors. He referred to the nuclear
Bruce Power Plant in Canada where British Energy had | eased
the plant from the Ontario governnment in the late 1990s

the lease had included TransCanada, |abor wunions, and
Borealis (a Canadi an pension fund in Toronto) as investors.
He reiterated that he had seen bringing in |abor unions or
workers as investors, but nothing quite like the scenario
under di scussi on.

Vice-Chair Saddler discussed that it had originally been
debated whether the Al aska Permanent Fund should be an
investnment return or a developnent bank for in-state
projects. He stated that many Al askans woul d be fascinated
to see Lazard's recomendations for or against the
i nvol venent of the Permanent Fund in the project financing.
M. Bilicic hoped the report was not di sappointing.

Representative Pruitt was |ooking forward to the report. He
was concerned about the current state of Alaska's finances.
He was concerned whether the state would have the necessary
equity for the project. He asked how Lazard saw the current
state of Alaska's finances playing into the picture.

M. Bilicic responded that if the project was viable the
state would be able to find the noney. He stated that it
may be necessary to cobble it together with different
partners.

Representative Pruitt asked for wverification that the
project would sell itself despite sonme of the challenges
the state faced internally. M. Bilicic responded that if
the project nade sense, the state would be able to find the
noney. However, if the project did not make sense or it was
borderline and the state took into account many factors in
pushing the project forward that the capital markets did
not take into account, it would be harder to find the
noney. He believed the state's borrow ng capacity would be
focused on in the debt/equity split (e.g. what the internal
source of funds I|ooked l|ike, how the partnership wth
TransCanada worked, and other potential partners). He
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reiterated that if the project nade sense, Lazard believed
the state would find the noney.

Co- Chai r Thonmpson noted Representative Chris  Tuck's
presence in the conmttee room

Co- Chair Thonpson thanked the presenters. He discussed the
schedul e for the foll ow ng day.

#
ADJ OURNVENT

2:35:54 PM

The neeting was adjourned at 2:35 p. m
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