SENATE FI NANCE COW TTEE
February 17, 2015
9:05 a.m

9: 05: 56 AM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 9:05 a.m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co-Chair
Senator Peter M cciche, Vice-Chair
Senator dick Bishop

VEMBERS ABSENT

Senator Pete Kelly, Co-Chair
Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny O son

ALSO PRESENT

Randal | Randal | Hof f beck, Comm ssi oner, Department  of
Revenue; George W Bilicic, Vice-Chairman of |nvestnent
Banki ng, Lazard Freres and Co., LLC

SUMVARY

NPRESENTATI ON: LAZARD | NTERI M REPORT

9: 06: 59 AM

RANDALL RANDALL HOFFBECK, COWM SSI ONER, DEPARTMENT  OF
REVENUE, testified that the passage of SB 138 had created a
requi renent for identifying financing options for a gasline
project on the North Slope, as well as a plan for
muni ci palities, regi onal cor porations, and ot her
individuals within the state to be able to participate in
the project. He said that Lazard had been hired as the
financial consultant for the state and to help create a
report detailing the various available options. He added



that a second and final report would be available later in
2016 and woul d be nore project specific.

9:07: 50 AM

Co- Chair MacKi nnon asked whether the admnistration had
given the Lazard group any information that would affect
how the presentation was delivered to the |legislature. She
asked whet her TransCanada had been included in the project,
were there debt considerations, and had the adm nistration
changed the intent of SB 138.

M. Hof fbeck responded that there had been no changed nade
to the legislation. He reiterated that the report was a
general report on financing options, and was not specific
to any particular aspect of the project.

9:08: 38 AM

GEORGE W BILICC, VICE-CHAIRVAN @ OF | NVESTMENT BANKI NG
LAZARD FRERES AND CO., LLC, presented the presentation,
"Lazard Interim Report Overview - Discussion Mterials". He
spoke to the disclainer and shared that he would be
summarizing the majority of the report in an imrediately
useful manner.

9:10:11 AM

He referred to Slide 1, "Introduction", which provided a
table of contents listing the topics that would be covered
during the neeting:

| nt roducti on

Today’s neeting will cover the follow ng topics:

* An introduction to Lazard and its AKLNG Project
(the “Project”) Team

* An overview of Lazard’ s role on the Project

* A discussion of selected topics fromthe Interim
Report, including the follow ng:
o Project objectives and background
o Prelimnary Project financing considerations
for the State
0 Prelimnary criteria for eval uati ng
potential Project financing plans
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A discussion of recommended next steps in
preparation for the delivery of the Final Report
in Fall 2015

* Appendix materials, including the foll ow ng:

0 Sel ected additional Lazard professionals
0 Sel ected Lazard team nenber bi ographies

9:10: 51 AM

M. Bilicic presented Slide 2, "The Lazard Tradition,"
which outlined the history of the conpany and its founding.
Lazard has been providing independent financial advice to
select clients globally for over 150 years under the
tenants  of A obal Scope, Rel at i onshi ps, Experi ence,
Creativity, Advice, and |ndependence. He shared that
Lazard, founded in 1850, was well known in the investnent
banki ng community, and had consisted of three houses spread
across the globe until the late 1990s. He relayed that the
conpany was publicly traded with a market capitalization of
approximately $6.5 billion. He related that the firm was a
client focused global firm and was conflict-free -
providing only advice. He offered that a large part of the
firms heritage was in representing governnents.

9:12:11 AM
M. Bilicic referred to Slide 3, "Lazard's dd obal
Presence,” and noted that the firm operated in nmajor

busi ness capitals worldw de and provided both donestic and
cross-border advisory services. He asserted that the firm
would be bringing all of its expertise, from across the
gl obe, to work for the state.

9:12: 52 AM

M. Bilicic presented Slide 4, "The Lazard Team" which
of fered Lazard's core execution team for the AKLNG Project
and reiterated that the team would draw on the experience
and expertise of Lazard' s global network of professionals,
on an as-needed basis.

9:13:17 AM

M. Bilicic reviewed Slide 5, "Role of Lazard,” and
expl ained as the state's financial consultant, Lazard would
anal yze and report on potential financing alternatives for
state participation in the project, including potential
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direct participation on behalf of residents, municipalities
and/ or regional corporations. He explained that the role of
the firm had been mandated by SB 138 and Departnent of
Revenue request for proposals for an advisor. The role of
Lazard was as foll ows:

Formul at e a range of pot enti al fi nanci ng
alternatives and evaluative criteria
o Analyze, for exanple, key potential risks,
potential inpact on the State’'s debt capacity
and long-term debt rating, pot enti al for
participation of various Alaska stakeholders
and tax inplications associated wth each
alternative
e Collaborate with stakeholders, including the State
Al aska Gasline Devel opnment Corporation, ExxonMbil,
ConocoPhi I l'i ps, BP, TransCanada, State advisors and
ot her constituents
 Devel op specific reconmendat i ons desi gned to
maxi m ze benefits to the State

e Deliver InterimReport by January 20, 2015
» Deliver Final Report in Fall 2015
e Participate in State Legislative sessions

9: 15: 08 AM

Co-Chair MacKi nnon understood that the final report was
supposed to be delivered simultaneously wth long-term
contract options.

M. Bilicic responded that the report would contain project
viability assunptions.

Comm ssioner Hoffbeck interjected that Co-Chair MacKi nnon
was correct in her understanding.

Co- Chair MacKi nnon expressed concern for the tineline on
the report. She wondered how any delays would affect
financing contracts for the project.

Comm ssi oner Hof fbeck responded that the project would
continue to nove forward even in the absence of the ADGC
board nmenbers. He anticipated that the appointees to the
board would be before the commttee soon. He shared that
Lazard woul d be engaging in the process nore highly towards
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the end of the legislative session, with the bulk of the
wor k occurring over the summer of 2015.

M. Bilicic added that that report would be delivered in
2015, but given the tineline for —construction and
conpletion, many things would change as tine passed. He
said that an objective of the firms work product would be
to create a nodular analysis of the financing, so that
financial adjustnments would be made in concurrence with any
changes in the construction plans.

9:18:24 AM

Co-Chair MacKi nnon asked whether the report could be
expected regardl ess of the contract options.

M. Bilicic stated that the firm would be on-tine in
delivering the report. He believed that the firm could
wite a report that would nmake certain assunptions about
contract ternms, and would still be informative for the
state.

Co- Chair MacKinnon stated that the legislature wanted to
assure that the integrity of the tineline remained intact.

Comm ssi oner Hof fbeck said that the departnment had the sane
goal .

9:19:29 AM

M. Bilicic presented slide 6, "Lazard Assignnent - Hi gh-
| evel Process Tineline," which had been designed to reflect
the final report tineline.

9:20:16 AM

M. Bilicic explained that the next section of the
presentation was intended to give a brief overview of the
topics covered in the interimreport: prelimnary financing
considerations for the state in evaluating its potential
investment in a project, and prelimnary evaluative
criteria. He acknow edged the long history of attenpts to
commercialize North Slope natural gas and the project's
potential inpacts on the state, including from a financial
and budget perspective, and a resource perspective. He
added that the firm would continue to follow the state of
gl obal LNG mar ket dynam cs.
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9:21: 58 AM

M. Bilicic presented Slide 7, "AKLNG Project - State
bj ectives,” which reflected that the state's participation
in the project was notivated by its desire to neet a
variety of different objectives; how each of these
objectives would eventually be realized would depend on a
variety of different factors. The slide listed the states
obj ectives as foll ows:

* Develop Natural Resources for Maxi mum benefit to the
state

* Repl eni sh Reserve Accounts

* Realize Investnent Returns

e« Support State Budget

e Stimulate in-state Job Gowth

* Provide | nvest ment Qpportunity for in-state
I ndi vi dual s and Entities

* Provide Natural Gas to Al askans
» Support Local Municipalities

9:23: 14 AM

Vice-Chair Mcciche asked whether noving stranded gas as
encouragi ng additional production in the North Slope could
be consi dered an objective.

M. Bilicic replied that the issue would be taken into
account and had been referenced in the report.

9: 23: 58 AM

M. Bilicic presented Slide 8, "AKLNG Project Econonic
Overview," and noted that the project had an expected
overall cost of $45 - $65 billion (mdpoint estinmte of $55
billion), while the state's portion (assumng 25 percent
participation) was expected to cost $11.3 - $16.3 billion
(mdpoint estimate of $13.7 billion). The slide reflected
$400 million for the pre-front end engineering and design
(2014-2015), $1.8 billion for front end engineering and
design (2016-2018), and $52.8 billion for engineering,
procurenent, and construction (2019-2003). He reiterated
that the project costs were subject to change due to
changes in underlying costs and nmarket dynamcs. He
explained that the firm had relied on a report prepared by
the engineering firm Black and Veatch, and their nodel for
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cost estimtes and project cash flows, when exanining the
econoni cs of the project.

9:25:46 AM

Senat or Bi shop asked whether the firm had taken the Bl ack
and Veatch nodels at face value, or had corresponding
nodel s been run

M. Bilicic responded that the Black and Veatch nodel was a
sufficient nodel on which the firmcould base advi ce.

9:26:40 AM

M. Bilicic noved to Slide 9, which exam ned the cunul ative
projected cash flows to the state over tine. Wile the
state's wupfront investnent to fund construction of the
proj ect was considerable, the investnment was al so projected
to generate material future cash flows. He shared that
during operations the project's revenues would be off-set
by operation maintenance expenses and overhead. He noted
that in 2026, positive cash flows were projected and woul d
off-set initial spending. He furthered that when the
proj ect becane operational the financial position of the
state and other owners would be materially de-risked.

9:28: 30 AM

Vice-Chair Mcciche asked whether the graph included | oss
earning opportunity prior to 2027, and investnent earnings
post 2027.

M. Bilicic replied that the graph only reflected the
project itself, and did not account for other investnents.
He relayed that the evaluative criteria for the returns to
the state woul d be discussed later in the presentation.

9:29:56 AM

Vice-Chair Mcciche assuned that the X and Y axis on the
slide would require a nore extrene scale if the |ost
opportunity and earning potential were included.

M. Bilicic replied that if all of the factors, both
positive and negative, were taken into account, the scale
would be different. He said that there would be a slide
presented at the end of the presentation that would reflect
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the factors through the lens of the evaluative criteria. He
reiterated that the slide contained a very high-Ileve
econom ¢ overview of the project.

9:31: 23 AM

Co- Chair MacKinnon pointed out to the comrmttee that the
projections did not include TransCanada as part of the
project through fruition. She wondered how the slide would
| ook with the debt being purchased by soneone el se.

M. Bilicic replied that the analysis on the slides assuned
the state had all of 25 percent, and did not take into
account having a partner or sharing ownership interest. He
asserted that the slide was not intended to suggest
anyt hi ng about arrangenents wth TransCanada.

Co- Chair MacKinnon understood that the |I|egislature had
passed a bill including TransCanada as a partner. She asked
why that information was not part of the analysis.

M. Bilicic stated that the final report would take into
account the different financing alternatives, which would
include the potential of partnering with TransCanada and
findi ng other financing sources.

Co- Chair MacKi nnon expressed concern that the Decenber 2015
deadline for the involvenent of TransCanada was quickly
appr oachi ng.

M. Bilicic replied that the TransCanada arrangenent woul d
be examined in detail, but that the firm had yet to
establish a point of view on the matter.

9:34: 23 AM

Co-Chair MacKinnon argued that legislation had passed
est abl i shing TransCanada as a partner; t her ef ore,
TransCanada shoul d be included in the firms eval uation.

M. Bilicic said that in the interim report the firm had
tried to outline all of the possibilities for potential
fi nanci ng, including the TransCanada arrangenent.

Co-Chair MacKi nnon asked whether the admnistration had

instructed Lazard not to include TransCanada in the high-
| evel overviews.
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M. Bilicic responded that no one had restricted the firm
in any respect. He relayed that the firm intended to give
an i ndependent view of the project.

9:36: 10 AM

Vice-Chair Mcciche offered that it would be helpful for
t he report to eval uate a range of part nership
possibilities.

M. Bilicic assured the committee that the final report
woul d nake clear all of the options and the eval uations,
and the pros and cons of those options. He felt certain
that the conclusion of the final report would include nore
t han one financing plan.

Co- Chair MacKi nnon asserted that the conmttee wanted to
understand the different dynamics that could affect the
profitability of the project and the state's expenditures
for the project.

M. Bilicic responded that that was the firm s objective
for creating the report.

9:38:16 AM

M. Bilicic presented Slide 10, "State of Al aska Financia
Overvi ew':

e As of FY 2014, the State had ~$15.8 billion in its
budget reserve funds (i.e., the Congressional Budget
Reserve Fund and the Statutory Budget Reserve Fund)

» Over 2015 - 2017, the State's unrestricted genera
fund expenses are projected to exceed unrestricted
general fund revenues by an average of ~$3.0 billion

e Over 2018 - 2024, annual expenses of $5.6 billion
are projected; revenue projections assune |ong-term
oil price of ~%$118.58/barrel (vs. January 2015 spot
price of $48.87/barrel)

By 2023, the State projects it will fully deplete
its budget reserve funds, creating a fund deficit

M. Bilicic relayed that the chart illustrated the need for
the state to have a new revenue source in the future. He
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furthered that the chart depicted a material weakening of
the state's financial position in the conmng years, which
was the period in which the project would need to be
financed. He noted that the projections were sensitive to
the assuned price of oil.

9:39: 33 AM

Co- Chair MacKi nnon asked whi ch budget forecast the firm had
used in their projections.

M. Bilicic believed that the firm had used the Decenber
2014 DOR budget forecast.

9:40: 25 AM

Senator Bishop comented that the firm would stand behind
the information presented in the final report.

M. Bilicic agreed. He thought that the state was | ooking
to affect real change with the project, and that Lazard was
eager to assi st.

9:41: 34 AM

Vice-Chair Mcciche referred to Slide 10, and relayed that
there was doubt surrounding the survival of the state's
reserve accounts.

M. Bilicic agreed and noted that Lazard was m ndful of the
need for an updated financial overview that would take into
account the shifting market.

9:42: 57 AM

Co- Chair MacKi nnon said that the volatility of the price of
oil made the assunptions on Slide 10 particularly val uabl e.

9:43: 23 AM

M. Bilicic presented Slide 11, which he explained was a
sinplified view of the areas of risks and potential
mtigants within the project:

Potential Areas O Ri sk
* Devel opnent
e (Cost overruns
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 Commerci al

* Regul atory

e Commodity price

* Over-supply/conpeting projects

* Demand
« Oher
Potential Mtigants
e Ongoing/iterative assessnment of Pr oj ect
feasibility

* Risk transfer provisions/third-party contracts
e Partner/sponsor marketing

* Political support and strategy

» Take-or-pay contracts/hedgi ng strategy

e In-depth market analysis

e Delivery flexibility

« Oher

9:45: 16 AM

Co-Chair MacKi nnon asked whether the firm had identified
both short-termand | ong-termri sks.

M. Bilicic explained that there was not usually a |ot of
capital available in the early stages of developnent for
big projects, and snmaller infrastructure projects. He said
that the capital that was available for those projects was
expensi ve; sponsors usually handled the capital for
t hemsel ves for such projects, or through equity partners.
He furthered that when it then becane clear that a project
was going to be to be built, the value proposition swing
dramatically. He relayed that there was a val ue gap between
"green field" and "brown field" projects; brown field
projects had a lot of investors, green field projects did
not. He said that a later slide would illustrate how risk
in the project was higher for the state in the beginning
because there were so nany unknown vari abl es.

9:48: 01 AM

Vice-Chair Mcciche referred to several recently cancelled
LNG projects, and surmsed it was due to the retraction of
capital from investors who were reassessing their finances
due to the value of oil. He asked how much current oil
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prices figured into projections, versus assunptions
proj ected 25 years forward.

M. Bilicic related that the firm would advise the state to
exam ne the long-term average prices, the current price of
oil did not matter. He believed that the project could
provide the opportunity to reconsider the underlying
commodity price driver because of the nature of the
resource. He cited an LNG project in the Lower 48, which
applied Lower 48 gas prices to its index. He said that the
global oil price mght not be a significant driver. He
added that in the LNG market the user was generally using
the product for gas distribution custoners in a gas
utility, or burning the LNG in a gas power plant. He
t hought that it would be difficult for nuclear power plants
to be built in the future and sustained as a resource, and
that a 24/7 renewable energy solution had yet to exist,
whi ch he believed would drive the market in the future. He
related that oil was not a great generation resource going
into the future.

9:51: 27 AM

Vice-Chair Mcciche wondered what safeguards the state
should put in place during the project's evaluation phase
in order to ensure agai nst overexposure.

M. Bilicic opined that it would be inpossible to elimnate
risk, but risk could be mtigated, which was prinmarily done
t hrough rigorous independent analysis such as what Lazard
was currently fornul ating.

9:54:18 AM

Senat or Bi shop asked whether the risk would be weighted in
the final report.

M. Bilicic responded that he did not know. He shared that
the factors involved were typically difficult to weight,
and wei ghting them could create confusion or be n sleading.
He said that the firm would identify the areas that they
beli eved were the nost inportant areas of risk.

9:54: 59 AM

M. Bilicic explained that the next section had been
intended to provide an overview of the framework with which
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Lazard believed the state should use when thinking about
the projects and was neant to identify options in an
"out cone agnostic" nmanner.

9:55:44 AM

M. Bilicic presented Slide 12, "Prelimnary Financing
Consi der ati ons". The state's financing strategy wth
respect to the project would be largely determi ned by the
state's overall project funding requirenment, its available
sources of funds and the "optimal" capital structure (e.qg.,
debt/equity mix); these determ nations are interrelated and
shoul d be evaluated together, as illustrated on the slide:

1. The State nust identify sources of funds (interna
and/or external) to provide the capital required to
invest in the Project

Sour ce of Funds

State of Al aska

Per manent Fund

Power Cost Equalization Endowrent (PCE) Fund
O her Funds

Bal ance Sheet/Borrow ng Capacity
Al aska Entities & Individuals

Al aska Retirenent Managenent Funds
Nat i ve Corporations

Muni cipalities

Resi dent s

Ext ernal Sources

Third-Party Equity Investors
Third-Party Lenders

Publ i ¢ Equi ty/ Debt

Export Credit Agencies

2. The State can structure its econonmc interest in
the Project via a mx of debt and equity financing
structures

State Structuring Alternatives
Debt
Equity

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
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State Fi nanci ng Need
Gas Treatnent Pl ant

$3.1 billion
Pi pel i ne
$3.7 billion
LNG Pl ant
$7.0 billion
Tot al

$13.7 billion

9:57:43 AM

Co- Chair MacKi nnon asked for further explanation about PCE
as a fundi ng source.

M. Bilicic said that PCE had sinply been listed as an
opti on.

Co- Chair MacKi nnon noted that there were potential
statutory 1issues related to wusing PCE funds for the
proj ect .

9:58: 28 AM

M. Bilicic noved to Slide 13, "Potential Project Funding
Sources", which further highlighted the various funding
sources potentially available to the state. He shared that
Lazard woul d be exam ning and evaluating the fund sources
intheir final report.

9:59: 37 AM

Senator Bi shop asked whether federal |oan guarantees could
be incorporated into the report.

M. Bilicic replied that support from governmental entities
should be considered, but he was not currently aware of
anyt hing specificly available to the state.

Senator Bishop noted that he was referring to the 2004
Defense MIlitary Authorization Spending Bill where a |oan
for a different pipeline had been guarant eed.

10: 01: 09 AM

M. Bilicic noved to Slide 14, "Description of Structuring
Al ternatives":
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The State will need to evaluate the optiml financing
structure via which potential sources of funds are

invested in the Project. In general, the State could
structure these funds as either debt or equity
interests in the Project. More specifically, a

spectrum of structuring alternatives exists for both
debt and equity; each alternative offers different
risk and return profiles, as  well as  other
characteristics related to seniority/priority, payout
structure, governance rights and ot her features.

10: 01: 45 AM

Senator Bishop clarified that the "recourse debt' listed in
the slide would be considered the |owest cost debt. He
gueried which of the equities would be the | east expensive.

M. Bilicic replied that recourse would be the |east
expensive, but would involve recourse to the state. He
suggested that recourse debt mght not be the best course
of action for the state. He furthered that contingent
rights to equity tended to be cheaper, and that common
equity ownership could be the best way forward.

10: 03: 35 AM

Co- Chair MacKi nnon asked whether Lazard would be providing
an all-cash scenario under which the proposals could be
eval uat ed.

M. Bilicic responded that such a scenario would be done.
He added that the |east expensive scenario wuld be to
finance the entire project with debt, but that the project
woul d need equity for support.

10: 04: 22 AM

M. Bilicic noved to Slide 15, "lIllustrative Financing Cost
- Project Lifecycle":

The risk related to the Project’s expected cash flows
wll wvary over tine. In the early stages of the
Project’s developnent |ifecycle, financing costs are
likely to be highest, due to the perceived risks
associated wth realization of the Project and,
therefore, future Project cash flows. As the Project
advances in its developnent |ifecycle, the certainty
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of future Project cash flows should increase and the
perceived risk associated with the Project should
decrease accordingly, leading to Ilower financing
cost s.

10: 05: 36 AM

M. Bilicic noved to Slide 16, "OQther Considerations":

The State m ght consider other alternatives to lower its
cost of capital, shift/mtigate risk, or otherw se
achieve its financing objectives. These alternatives
could include the foll ow ng:

e Credit Support
o Cuarantees by financially strong third parties
could potentially lower the overall cost of
debt associated with financing
* Insurance/Ri sk Mtigation
o The State could purchase insurance to provide
downsi de protection for various aspects of the
Project to shift certain risks to third parties
* Equity/Debt Syndication
o The State could syndicate (i.e., market to
third parties) its interest in the Project to
spread risks posed by the Project to other
parties and to provide liquidity to the State
at |l ater stages of Project devel opnent

10: 06: 36 AM

M. Bilicic explained Slide 17, "Prelimnary Selected
Evaluative Criteria." The slide noted that the final report
woul d provide specific analysis and recommendations wth
respect to the project funding sources and capita
structure alternatives available to the state. The various
fundi ng sources and capital structure alternatives would be
eval uated against the following criteria, anong others, to
develop a recommended financing approach to the state:
pot enti al i npact on debt capacity/opportunity  cost,
potential inpact on Alaska credit rating, key risks, cost,
execution flexibility/feasibility, alignment of interests
anong key parti es.

10: 08: 00 AM
AT EASE
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10: 08: 18 AM
RECONVENED

Vice-Chair Mcciche spoke of the natural gas produced in
the Lower 48 due to fracking. He wondered how the state
woul d deal with the politics of the gasline, once it becane
i nvol ved.

M. Bilicic replied that conversations concerning the
sequencing of finding custonmers for the LNG and when
construction should start, were inportant. He said that the
structure of the state's ownership interest would need to
be clearly defined.

10: 13: 29 AM

M. Bilicic noved to Slide 18, "Recommended Next Steps":

In preparation for the delivery of the Final Report in
Fall 2015, Lazard will focus on the follow ng areas of
anal ysis and interaction, anong others:
» Continued participation in State |egislative session
during Spring 2015, as required/requested
* Continued nonitoring of global LNG market dynam cs
[0 Update of Black & Veatch Model to reflect, anong
other items, current commodity pricing environnment
e Continued nonitoring of Project devel opnents (e.g.,
mar ket i ng agreenents, of ft ake agreenents,
partnership agreenent, etc.) and potential inpacts
on anal ysis of financing alternatives
e Further analysis of potential sources of funds
O Interaction with various State and external fund
provi ders to gauge i nt er est in and return
expectations for Project participation
0 ldentification of preferred sources of funds via
analysis and interaction wth key stakehol ders,
i ncluding the Al aska Legi sl ature
e Further analysis of potential <capital structure
alternatives
0 ldentification of preferred capital structure
alternatives via analysis and interaction with key
st akehol ders, including the Al aska Legislature
* Further refinenment of evaluative criteria
* Formation of potential financing alternatives (i.e.,
conbi nations of sources of funds and structuring
al ternatives)
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e Analysis of inplenmentation issues associated wth
potential financing alternatives
O Legi sl ative
[0 Regul atory
0 Legal
0 Execution
0 O her

* Assessnent of fi nanci ng alternatives agai nst
eval uative criteria

e ldentification of optimal financing alternatives via

iterative process (i.e., in consideration of
eval uative criteria, inplenentation issues and ot her
factors)

e Drafting of Final Report
0 Continued iteration and interaction wth the
Departnent of Revenue and State advisors

10: 15: 07 AM

Senat or Bi shop asked how inperative it was for the state to
maintain its AAA credit rating.

M. Bilicic replied that he did not want to comment on what
the state's rating should be. He did not think that the
project would require AAA credit from any of the involved
parties. He shared that the issue would be commented on in
the final report.

10: 16: 32 AM

Vi ce-Chair M cci che wondered how conplicated it would be to
consider a sliding scale of through put, and whether
smal | er dianmeter options would be part of the report.

M . Bilicic r esponded t hat Lazard had not been
contenplating a downsized project, but that capital and
cash-fl ow novenent would be exam ned and gui dance from the
| egislature on the information covered in the report was
wel coned.

Co-Chair MacKinnon interjected that she had an interest in
exploring the AKLNG project versus the ASAP project.

10: 18: 46 AM

IVE . Bilicic npved to Slide 19, “I'llustrative Process
Overvi ew':
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In preparing the Final Report, Lazard will identify a
range of potential discrete financing plans for State
investnment in the Project; anong other things, these

financing plans wll consist of
how the State should fund

recommendati ons for
and structure its

investment. To determne the optimal financing plan

for the State, these alternatives wll be iteratively
refined in consideration of the evaluative criteria
(as further developed) and potential inplenmentation
issues (e.g., legal, regulatory, etc.)

M. Bilicic concluded that he could answer any renaining

gquesti ons.

10: 20: 55 AM

Co- Chai r MacKi nnon di scussed housekeepi ng.

#
ADJ OQURNIVENT
10: 21: 37 AM

The neeting was adjourned at 10:21 a. m
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