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ACTI ON NARRATI VE

3:30: 37 PM

CHAIR CATHY GESSEL <called the Senate Resources Standing
Commttee neeting to order at 3:30 p.m Present at the call to
order were Senators Meyer, Hughes, von |Inhof, Welechowski,
St edman, and Chair G essel.

AKLNG Proj ect Updat e

3:33: 44 PM

CHAI R G ESSEL announced the only order of business today would
be the AKLNG Project update. Nearly three years ago, she said,
the legislature passed SB 138, putting in place the franmework
for the Alaska LNG Project (AKLNG. This is the latest attenpt
to nonetize the state's anple North Slope natural gas and nake
it available for the people of the state. Section 77 of that
bill required the parties to the project to brief the
| egislature on its progress and this is one of those updates.
There have been seven quarterly updates so far.
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She said throughout the many turns this project has taken since
the bill passed and the nmany changes in personnel, these updates
have been the venue nost often through which policy nakers,
st akehol ders, and the public view the status of this pipeline.
Today's agenda will start with an overview of the AKLNG Project
and status report of the Alaska Stand Al one Pipeline (ASAP)

CHAIR A ESSEL recognized that a long-term participant of this
venture, Dan Fauske, was recovering from surgery and w shed him
wel | on a speedy recovery.

3:35:19 PM

She said that seven nonths ago, the new president of the Al aska
Gasl i ne Devel opnent Corporation (AGC), M. Keith Myer, cane
before this commttee and proposed a change of direction whereby
the State of Alaska would transition from being a nenber of a
joint venture (JV) to being the sole nenber of that |oint
venture. Over the last few nonths, that transition has begun,
and she understands the private conpani es associated w th AKLNG
- ExxonMobil, BP, and ConocoPhillips - have left the venture.
Today, they will hear one last tinme fromthose conpanies as wel
as the relevant representatives fromthe state gas team | eads on
AKLNG. She wel comed M. MMhon, a nenber of the original JVA
to orient the commttee to where the venture stands now.

3:36:33 PM

BILL MCMAHON, Sr. Conmmercial Advisor, ExxonMbil Corporation,
said he has worked since 1992 on commercializing natural gas and
has 34 years of experience with ExxonMobil. H's testinony was in
two parts. The first part is on behalf of the AKLNG Project and
its four participants - AGC, ExxonMbil, BP and ConocoPhilli ps.
The four parties have worked hard to conplete the technical and
regul atory hand over and the commercial transition of AKLNG to a
state LNG project run by AGDC and he would share that progress
since Septenber. The second part of his testinony is sharing
ExxonMbbi | 's perspectives on a state LNG project and how they
will support the AGC effort. Following his testinmony, the
presenters from BP and ConocoPhillips wll share their
per specti ves.

3:37:57 PM
Following the admnistration's decision to pursue a state LNG
project, ExxonMbil, as l|ead party under the pre-FEED Joint

Venture Agreenment (JVA), conpleted an extensive handover process
with AGC for all the pre-FEED JVA work products including the
underlying technical data and information, M. MMhon said. In
addition, on behalf of the applicants in the Federal Energy
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Regul atory Commission (FERC) pre-filing, ExxonMbil also net
with regulators and AGDC to discuss the comng changes. On
January 4th, the FERC was advised by letter that ExxonMbil, BP
and ConocoPhillips had wthdrawmn from the pre-file docket
| eaving AGDC as the sole applicant.

During testinony on August 25, the key conponents of the
techni cal and regul atory handover and the commercial transition
were shared with the commttee, and the followng are the

achievenments since that time. Al 77 pre-FEED deliverables
agreed to under the AKLNG Project JVA are finished and have been
distributed to AGDC, ExxonMbil, BP, and ConocoPhillips. The

final two draft resource reports, nunber 11 and nunber 13, were
submtted by the applicants to FERC thus conpleting the draft
resource reports required to advance the Environnental |npact
St at enent (EI'S) pre-file process. FERC and the other
coordi nati ng agencies have provided over 2,700 comments on the
12 resource reports that have been submitted. The AKLNG Project
team provided a summary of all the comments and questions to all
the parties, including AGDC. It also conpleted dozens of project
technical and regul atory handover sessions with AGDC including
weekl y sessions and extended workshops. These handover sessions,
which were conpleted prior to year-end 2016, provided a snooth
and efficient handover of activities to AGC for a state LNG
project. AGDC is now positioned to take on full responsibility
for the technical and regulatory aspects of its project.

MR. MCMAHON said agreenents were executed prior to year-end as
part of the comercial transition from AKLNG to a state LNG
project. These agreenents provided for the use of historical and
pre- FEED data and information by all the pre-FEED JVA parties
for any project including a state LNG project.

Work continues on the agreenents for AGDC to acquire ownership
of an LLC held by ExxonMobil, BP, and ConocoPhillips affiliates
and provide interim access to sone of its assets. The LLC owns
land in Nikiski and the Departrment of Energy (DOE) LNG export
aut hori zati ons.

3:41:15 PM
MR.  MCMAHON paused for questions before noving on to his
ExxonMbbi | conments.

CHAIR A ESSEL said the |and and DOE authorizations have a val ue

and asked if what the state would pay for possessing those two
itens is part of the hold-up in conpleting the transfer.
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MR. MCMAHON answered that is one of the aspects of the LLC
transaction. Those negotiations continue, and progress is being
made.

3:41: 57 PM

Changi ng hats, M. MMahon shared ExxonMbil's perspectives on a
state LNG project and how ExxonMobil is supporting the AGDC
effort.

One of the notivations for the administration to assune contro

of the project was to assess the potential advantages that may
only be available to a state project. These potential advantages
as expressed by the adm nistration, include reducing the cost of
supply through a tax-exenpt project structure and using | ow cost
funds fromthird party investors willing to take a utility rate
of return on a governnent-backed project. Both opportunities
could potentially nmake a significant reduction in the cost of
supply of Alaska LNG (as highlighted in the Wod Mackenzi e study
conmm ssioned by AGDC, ExxonMdbil, BP, and as was presented to
this commttee by David Barrowran of Wod Mckenzie on August
24). Cost of supply is a key neasure of global conpetitiveness
in the LNG market, he said.

In addition to opportunities to reduce cost of supply, a state-
backed LNG project also has the potential to reduce regulatory
risk through governnment-to-governnment cooperation. ExxonMobi

wants a project to succeed, M. MMhon said, and is willing to
pursue all comrercially viable alternatives to devel op Al aska
gas resources upon nutually agreed terns. Wile AGC is now
responsi ble for advancing a state LNG project, ExxonMbil wll
still have a major role in the devel opnent of Alaska North Sl ope
natural gas: first through continued investnent at Prudhoe Bay
and Pt. Thonson, and second by nmaking gas available for sale for

the project. To date, the producers have invested billions of
dol l ars at Prudhoe Bay and Point Thomson to successfully devel op
these fields. Investnents continue at these field to support

t heir ongoi ng operation.

3:44:. 36 PM

MR. MCMAHON said ExxonMobil w il continue to nmke its gas
available to any project under bi-laterally, nmnutually-agreed,
and commercially reasonable terns. In 2015, when Governor Wl ker
sought assurances from each producer about gas availability,
ExxonMobi | i mredi ately established a negotiating team executed
confidentiality agreenments wth the admnistration, and had
several prelimnary neetings. Wth conpletion of the handover to
a state LNG project, ExxonMbil remains ready to reengage on
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negotiations for gas sales and purchase agreenments. These

coormercial and fiscal terns will need to be predictable and
durable, so all the parties involved, including potential buyers
and fi nanciers, under st and t he under | yi ng f ramewor k,

particularly given the magnitude of the required investnents and
comm tnents, which are neasured over decades.

In closing, M. MMhon said ExxonMobil wants to help make a
state LNG project successful. They are pleased to have
participated in a successful handover from AKLNG to a state
project and they are commtted to working towards conpletion of
the required transactions with AGC on the LLC, they are ready
to re-start bi-lateral discussions on purchasi ng ExxonMbil gas
from Prudhoe Bay and Point Thonmson. |If AGDC can adequately
achieve cost reductions, secure regulatory approvals, advance
through the project gates to a final investnment decision (FID)
and conplete project execution and construction, everyone wll
benefit.

3:46: 02 PM
SENATOR STEDVAN asked what ki nd of manpower was involved in this
proj ect .

MR. MCMAHON answered that there were 120 people on the project
managenent team and a "nyriad of contractors.”

SENATOR MEYER noted that the governor says the buyers of the gas
will help provide the financing for building the pipeline. So,
it seens that the buyers of the gas who are providing the
capital are going to want that gas at the |owest price possible.
But the producers of the gas are going to want to maxim ze the
value of that gas. He asked if there will be a conflict between
the producers who want to maxim ze the price and the financiers
who are going to want to mnimze the price.

VR. MCMAHON  replied, " That is the making of a great
negotiation." But ExxonMbil as a producer wants to get the best
return for its investors, which is aligned with the State of
Al aska to have the best deposits into the Permanent Fund and
recei ve the best production tax paynents as possi bl e.

3:48: 03 PM

SENATOR W ELECHOWSKI asked if ExxonMobil dropped the project
because it was no longer economcally viable, if they were asked
by the governor, or some other reason.
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MR. MCMAHON replied that this all devel oped |ast year when the
adm nistration and AGDC were adamant about starting the front-
end engineering and design (FEED) phase in 2017, and ExxonMobi
felt the project was not ready. The cost of supply was not
conpetitive wth the gl obal LNG market and comrerci al
arrangenments were not in place to govern a FEED venture, nor
were the necessary fiscal ternms in place to give them confidence
to coomit the $1 - $1.5 billion that FEED would cost. In the
di scussions around that situation, one option was to remain in
the pre-FEED phase and continue working on these itens, and
ExxonMobi|l indicated a wllingness to work on the regulatory
permts at that tinme to further de-risk the project while the
other matters were addressed. Another alternative was the state
taking over the project, so it could go into FEED on its
timeframe. So, when the administration made that decision for
the later, that is when the extensive handover and transition
process was started.

SENATOR W ELECHOWSKI asked his sense of the economic viability
of the project with the state doing it on its own.

MR. MCMAHON answered that they are encouraged about two things
on a state LNG project: the prospect of tax exenptions to reduce
the cost of supply that is not available to the AKLNG Project
and the possibility of getting |owcost financing. ExxonMbil is
also cognizant that a governnent project can address the
regul atory risk through governnent-to-governnent cooperation

3:51:13 PM

CHAIR G ESSEL followed up on Senator Meyer's question about
consuners wanting the |owest possible price and conpanies
wanting the highest price for their gas (and so w Il Al aska)
saying in August, Wod Mackenzie found that this is one of the
nmore challenged projects in the whole world. They said if the
state gave up all its taxing authority that would help bring it
nore into a realm of being conpetitive, and she asked in his
experience with global LNG if he had ever seen a governnent
entity give up its taxing authority to nake a project go
forward

MR. MCMAHON answered that he is aware of situations where host
governnments have adjusted their take, or tax, on a project.

3:52: 55 PM
DAM AN BI LBAO, Vice President, Commercial Adventures, BP Al aska,
said he fell in love with Al aska when he first arrived about 10

years ago. He recognized the great work that was done by the
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joint project team and the AKLNG Project Manager Steve Butt to
deliver the pre-FEED JVA deliverables, work that was conpleted
on tinme and on budget.

H's responsibilities at BP include Al aska LNG their North Sl ope
fields operated by other conpanies, and their interest in the
TransAl aska pipeline (TAPS). He recognized that along with the
Prudhoe Bay field, TAPS is celebrating a 40-year anniversary in
2017. This past Decenber 18, however, Al aska celebrated the 45th
anniversary of the signing of the Alaska Native dains
Settlement Act (ANCSA), and wthout the support of Native
comunities the state would have a nmuch different history.

He asked that they renenber that this state has the |uxury of
di scussing an Al aska LNG project only because of the cooperation
shown in establishing ANCSA. Ensuring another 40 years of
econom c security for Alaska will require collaboration to find
comon  ground. For this reason and the fact of BP' s
participation in that opportunity, BP continues to support an
Al aska LNG project led by the State of Al aska.

MR. BILBAO said that BP's support derives from three inportant
beliefs: first, the resource opportunity in Alaska is strong,
the talent is deep, and there is a history of comng together to

solve big problens. Secondly, the demand for LNG will continue
to grow in northeast Asia beyond 2025, and much of that growth
will come from players |ike China. Third, Al aska LNG can conpete

for the growing demand as was shown in the Wod Mickenzie study
that Chair G essel nentioned. However, certain nontechnica
solutions are required for that to be achieved.

The state is positioned to lead this conmmercial effort in three
focus areas:

1. The conpetitiveness of a tolling nodel where gas owners pay a
utility-like conpany to transport their gas to the Cook Inlet,
liquefy the gas and load it onto shi ps.

2. To preserve the federal regulatory schedule, because failure
to do so could add years to the overall venture project schedul e
and i npact the reputation of the project.

3. To identify options to fund both the next phase of the
project, the FEED, as well as the nobst financially demanding
phase, the <construction, which would occur after the final
i nvest ment deci sion (FID).

MR BILBAO said BP does not believe these three areas wll

require contracting with |arge conpanies to begin the process of
purchasing pipe or steel, but rather wll require a deep
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analysis by subject natter experts famliar wth comercial
aspects of the LNG busi ness.

While BP supports a state-led project, they believe it is also
inmportant for BP to do nore than sit back and wait for AGDC to
answer these questions. "BP nust actively support AGDC " he
said, and in doing that, AGDC and BP have signed a cooperation
agreenent that would bring their efforts and resources together
on the three focus areas:

1. Assessing a tolling nodel,

2. Preserving the regul atory progress, and

3. ldentifying financing options for the path forward.

MR. BILBAO said BP is commtting people and funding to this
joint effort although it will be an effort led by a much snaller
group of people than conpleted the pre-FEED deliverables, which
M. MMahon just summari zed.

MR. BILBAO said that BP appreciates AGDC s commtnent to working
together and | ooks forward to updating the |egislature over the
course of the year. He added that this is an inportant year for
BP in Aaska and they 1look forward to celebrating the
anniversary of Prudhoe Bay and TAPS first 40th anniversary.
Wile BP has worked with its co-owners to produce over 12

billion barrels of oil from Prudhoe Bay, there are stil
billions nmore to produce at Prudhoe Bay and across the North
Sl ope.

MR. BI LBAO concl uded that as the governor's chief advisor on oi
and gas, John Hendrix, said during his recent speech at "Meet
Al aska" on January 13: "W nust all pursue our future as one
Al aska." BP agrees. It is only as one Alaska that the state w |
continue to solve big problens. BP |ooks forward to continuing
to work with this legislature, the admnistration, Alaska's
Native corporations and conmunities, their contractors and
upstream co-venturers in support of a one Al aska future.

3:58: 27 PM
CHAIR G ESSEL noted a copy of the agreenent in their packet and
onl i ne.

4:00:16 PM

CHAIR G ESSEL thanked BP for recognizing that AGDC could use
some help, as the legislature had expressed concern over the
question of expertise in the past. She also appreciates their
enphasis on communication with the legislature as well as the
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growt h beyond 2025, because legislative consultants have said
there actually is no window to race for. Wuld he agree?

MR. BI LBAO answered that he appreciates the kind words and they
hope the agreement will lead to some productive efforts in a
transparent process as well as sone clear deliverables over the
course of the year. He is not a forecaster, but it is inportant
to be cautious in chasing a wndow He believes very smart
peopl e have conme up wth different forecasts, and rather than
debate which is the right one, he believes the first next steps

are finding what it wll take to deliver a conpetitive project
and how it would be financed, and nmaking sure the regulatory
issues stay on track while those questions are answered. |If
those two first questions are answered, then they wll know
whether the project will be conpetitive in the market and how
robust their offer will be to the market, and it is inportant to

address those questions in that sequence.

CHAIR G ESSEL asked how he views the tolling nodel working.
Sinply put, BP and its fellow conpanies on the North Sl ope agree
to put the gas into the pipeline that the State of Al aska is
working on building. Then it conmes down to the LNG plant in
Ni ki ski at the other end, and it sounds |ike the conpanies would
t hen repossess the gas to sell as LNG

4:03:42 PM

MR, BILBAO answered that there are a lot of different versions
of commrerci al structures and how the risk and value is
di stri but ed.

In a traditional tolling nodel, the gas owner would pay a third
party that owns the system a toll (fee) to nove their gas
through the pipe to liquefy it. They would either take
possession thenselves to market it or the buyer thenselves my
take the LNG at the facility and transport it. It's very nuch
the nature of the relationship between the gas resource owner
and the facility owner.

In an integrated nodel |ike the one that AKLNG had been working
on up until the end of 2016, the resource owners would al so own
the facilities and nove BP' s share of gas through its share of
the facilities. In a tolling nodel, a third party owns the
facilities and one is paying them to nove it through their
facilities as opposed to one's own. So, the key difference
between the tolling nodel and the integrated nodel is who is
owni ng the facility through which the gas is flow ng.

SENATE RES COW TTEE -10- January 23, 2017



There are also different versions of a tolling nodel where
another third party could be the one buying the gas and paying
the toll to nove it through the system

CHAIR G ESSEL asked how many people will be commtted to the
work in the agreenent.

MR. BILBAO answered they still need to sit down wth AGC and
get nore specific about the deliverables, the tinelines, and the
type of benchmarks he expects the legislature to ultimately want
to see to neasure the progress of a project. For the tinme being,
he suggested the workforce is a fraction of the one that worked
on the joint venture deliverables, in ternms of both people and
funding. This is because the technical product that the JV team
delivered is very much boots-on-the-ground data collection, a
nore |labor-intensive effort. Wereas he is talking about a
nont echni cal, commercially-focused, subject-matter-expert-driven
effort. So, BP might |everage nore internal resources and there
may be an appropriate role for a financial advisor - a big bank
perhaps - but it will look and feel different in ternms of focus
as well as scope versus the pre-FEED deliverables.

4:06: 35 PM

DARREN MEZNARI CH, Manager, North Slope Gas, ConocoPhillips
Al aska, said he would be brief and build upon his colleague's
previous conmments, and that ConocoPhillips supports state
efforts to try and nove a project forward. They support a state-
| ed project, because there are certain things only the state can
do, which will make an Al aska North Sl ope (ANS) gas project nore
conpetitive and lower its cost of supply. AGC has discussed
these as key elenments in their plan, first structuring for
federal and state tax efficiencies including seeking federal
t ax-exenpt status. This could be a significant opportunity and
t hey support AGDC pursuing this, as well as advancing | ow cost
financing and investor options. These Kkey elenents could be
foundational to a conpetitive project even in this price
environnment, and they could also provide a conpelling story to
LNG buyers, project |enders, and investors.

MR. MEZNARI CH reiterated that ConocoPhillips intends to nake its
gas available to a state-led project on nutually-agreed,
comercially reasonabl e terns.

4:08:19 PM

CHAI R G ESSEL t hanked him and, finding no questions, invited the
AGDC s representatives, Frank Richards and Lieza WIcox, to
testify.
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KEI TH MEYER, President, Alaska Gasline Devel opnment Corporation
(AGDC), apologized for not being with the commttee today. He
added that he would not be listening to the neeting as he had an
appointment with a potential |arge custoner. He said that M.
Richards and M. WIlcox had put together a very good
present ati on.

CHAIR G ESSEL said there is still the burning question of how
one can neet with a custoner when the project is still as
elusive as it is, and she thanked him for joining the conmttee
from Tokyo.

4:10: 52 PM

FRANK RICHARDS, Senior Vice President, Program Managenent,
Al aska Gasline Devel opnent Corporation (AGC), said he would be
presenting the project update as required under Section 77 of SB
138. This was done previously by the lead party represented by
M. Steve Butt, but it is his honor to present to them today
from AGDC s perspective. M. WIlcox would present on the
commercial and financial aspects of the project noving forward,
and MS. Rosetta Alcantra, Vice President, Comunications was
also in the room along with M. Gene Therriault, who is working
with AGC in addition to his role with ADEA and wll be
representing AGDC as a boots-on-the-ground contact able to
interface directly with legislators to make sure their questions
are answered. Representatives from the Departnment of Natural
Resources (DNR), Departnment of Revenue (DOR), and possibly the
Departnent of Law (DOL) were on |ine.

CHAIR G ESSEL recognized Departnment of Labor and W rkforce
Devel opnent (DOLWD) Conm ssioner Heidi Drygas, who serves as a
board nmenber of AGDC, in the audi ence.

4:12:58 PM

MR. RICHARDS began with a background of AGDC s responsibilities
that were provided in its enabling legislation and said he woul d
tal k about the board of directors and the roles they are playing
in providing directions as the project advances, and then he
woul d give the Section 77 update for the AKLNG project. He would
also provide sonme wupdates on the comrercial and financial
aspects of AGXC s role in noving this project forward to a
successful concl usion.

CHAIR G ESSEL said she appreciated his nice outline, but the

commttee had al ready reviewed sonme slides and suggested that he
ski p those.
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MR. RICHARDS agreed and breezed through the slide of the board
of directors, seven of whom the legislature had confirmed and
said that nore nom nees would cone before them for confirmation

CHAI R G ESSEL pointed out that only one original person was |eft
on the board after its three-year existence.

4:16:12 PM

MR. RI CHARDS said many know the conponents of the AKLNG project
are a gas treatnment plant (GIP), which takes gas from both
Prudhoe Bay and Point Thonmson (through a connecting pipeline),
and turns the gas into an LNG quality specification - renoving
t he carbon di oxide and hydrogen sul phide - that would then pass
down the 800-mile pipeline over three nountain ranges, through
ei ght conpression stations, delivering it to the south side of
Cook Inlet where the gas 1is liquefied (refrigerated and
conpressed down to 1/600th of its original size and vol une),
making it available to the nmarket through shipnments. Those
plants are designed to handle up to 20 mllion netric tons per
year.

4:17: 00 PM
CHAIR G ESSEL asked if AGC is proceeding with purchasing the
exi sting ConocoPhillips LNG export facility in N kiski.

VR. RI CHARDS prefaced that he was not aware  of any
confidentiality agreenents they had signed with ConocoPhillips
on the subject and that M. Krusen could better answer that
guesti on.

4:17:54 PM

FRITZ KRUSEN, Vice President of Alaska LNG Alaska Gasline
Devel opment Corporation (AGC), Anchorage, Al aska, answered that
acquisition is a "touchy subject,” but there are a |lot of ways
t he ConocoPhillips plant would help the AKLNG mission: it would
give the project nore waterfront property and give it imed ate
standing with FERC and with buyers. There is a lot of ways that
plant would fit into an Alaska LNG project. It also allows an
early production scenario that accel erates revenues.

CHAIR G ESSEL asked what cost would hypothetically be required
to renovate that facility if it were purchased.

MR. KRUSEN replied that it needs to be devel oped by whonever

places a bid on the project. He couldn't provide such an
esti mate.
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SENATOR MEYER asked if an export license is part of the sale.

4:19: 47 PM
MR KRUSEN sai d he assuned so.

SENATOR STEDVAN asked how the plant intersects with the 600-acre
site that has already been purchased by the project and how they
are interrelated. Are they nutually exclusive or inclusive?

MR. KRUSEN answered that they are very close to each other, but
not exactly contiguous. The ConocoPhillips Kenai LNG site is
nore to the north than the existing AKLNG | ands.

SENATOR STEDVAN asked t he scope of the acreage.

MR. KRUSEN answered that the ConocoPhillips site is about 200
acres as opposed to 600 acres owned by the AKLNG project.

4:21:29 PM
SENATOR W ELECHOWNSKI asked if AGDC were to acquire the Nikisk
plant, would the idea be to expand it or build a separate plant.

MR. KRUSEN answered that the AKLNG Project has been tasked with
advancing a 3-train, 20-mllion ton per annum (MIPA) project
that MR Richards woul d be describing. The ConocoPhillips plant
is a solid, historic, 1.5 MIPA plant, which is also a good thing
although it is quite a bit snmaller. So, between having the
smaller reliable plant that could be an early production nethod
for the large project, and having the |arge 20-MIPA, 3-trains,
there are all sorts of conbinations and pernutations nmaking
anyt hing i s possible.

SENATOR W ELECHOWSKI asked how far down the road the discussion
is.

MR. KRUSEN replied that answer would be going too far.

CHAIR QG ESSEL commented that she nonitors the AGDC board
neetings, and the January 12 neeting had 10 mnutes of open
di scussion and then several hours of closed discussion. One of
the subjects that was cited as they went into executive session

was infrastructure acquisition and that is why she asked the
guesti on.

4:24:04 PM
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MR. RICHARDS said at the conclusion of the JVA with their former
partners there was a period of transitioning technical and
environnental data. The pre-FEED JVA represented nearly $500
mllion of investnent for design, environmental work, safety and
reliability studies to be able to advance this project. Al that
material was provided to the co-venture parties. Those 77
deliverables and the literally thousands of work product studies
that were devel oped in advance of the project were provided in
very detailed one-on-one discussions with subject natter experts
sitting on both sides of the table, so there could be clearer
insight into the work that was devel oped.

For the FERC filing they had very extensive neetings with their
licensing team who had been working directly wth FERC and the
regul atory agencies in developing the resource reports that had
been submtted to FERC. They were given updates on where those
reports were along with the comments that had been nmade to the
regul atory agencies, so that as AGXC advances the project they
understand where the agencies were comng from and what
comm tnents or discussions had been held. That gave AGDC a push
start to be able to take on those responsibilities; in this
case, the primary focus in 2017 is going to be the FERC filing.
The three-legged stool they want to advance is conmercial,
financial, and regulatory to de-risk the project.

MR RICHARDS said the key to this is that AGC is now the
repository of this information for the State of Alaska. It now
has all the AKLNG work product, the work devel oped under the
ASAP, and the work product that was developed and paid for
t hrough TransCanada on the Alaska Pipeline Project. They now
have a very large repository of information that can be used
wi t hout any restrictions.

CHAIR G ESSEL asked if the term Alaska LNG is available to AGDC
nmovi ng forward.

MR. RI CHARDS answered yes. In statute and in SB 138 it is called
"an" Al aska Liquefied Natural Gas Project; only the colors and
fonts used in the description are trademarked. So "Al aska LNG
Project” can still be used to advance the project.

4:27:24 PM

CHAIR G ESSEL asked what he neans when he says Al aska now has
unrestricted rights to all that data and asked if the conpanies
still retain that right also.

4:27:45 PM
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LEI ZA W LCOX, Vice President, Al aska Gasline Devel opnment
Corporation (AGDC), replied that is true. The agreenents that
were concl uded gave all the participants in the pre-FEED JVA the
same rights to use the data. And a letter wthdrawi ng the other
participants from the docket went to FERC |eaving AGDC as the
only party on it.

4:28:13 PM
SENATOR MEYER asked if the state had applied for an export
i cense yet.

MR. RICHARDS replied that AKLNG LLC had applied and received an
export |icense.

SENATOR MEYER asked who owns it: the state or the partners.

MR. RICHARDS replied that it belongs to the producer partners -
BP, ConocoPhillips, and ExxonMbil. That 1is part of the
di scussion in terns of the land access and |land option rights
that Ms. Wlcox will be describing.

4:28:59 PM

He said that slide 8 identifies priorities for advancing the
project: the cost of supply, filing the FERC Section 3
application, which then initiates the environnmental process (led
by FERC), and talking to potential custonmers and potential
financial partners. The State of Alaska is not taking on this
project alone and will not cover all the costs al one either.

4:29:58 PM

CHAIR G ESSEL said a year ago the board presented the first
update and a RACI chart of responsibilities - who was 1)
responsible for a duty, 2) accountable for a decision, 3) who
was consulted, 4) who was inforned. It was very clear the

Department of Natural Resources (DNR) would be responsible for
mar keti ng and she asked where that stands now

MR. RI CHARDS answered that DNR is actively engaged with AGC and
has been participating in engagenents specifically on the | ast
several trips to Asia with the Governor and President Myer.
When they tal k about engaging custoners, they feel it is ACGCDC s
responsibility to market the project, not the nolecules, and |et
custoners know Alaska is in the marketplace to nmeet their needs
in the future. The feedback they received on sone of those trips
was that folks weren't aware that the AKLNG Project was
proceeding forward. They, therefore, felt that engaging the
potential custoners was necessary to identify what the project
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is, what the potential cost mght be, and to essentially say
that Alaska is ready to neet those market demands.

CHAIR d ESSEL asked how one engages custoners wthout talking
about price and if that isn't marketing gas.

MR. RICHARDS answered when they talk about the cost of the
project, they refer to the updated estinate given to them at the
conclusion of the JVA, previously envisioned as $45-65 billion
Luckily through the work they did, the cost estimate is at the
low end of that range. Wien they talk in concept they are
talking about the cost of the project understanding that
additional work is needed to reduce further the cost of supply
for the state as opposed to a 12-14 percent rate of return that
the producer conpanies need. Slides further on in the
presentation nodeled what the tolls would be and that is what is
bei ng di scussed with the market.

4:33:41 PM

M5. WLCOX added that "custoners" neans different things to
different sellers. For an infrastructure project, custoners are
the tollers. So, to the extent that AGDC has been charged in
devel oping a financeable project that is there is their primry
focus and the preferred option: to find the tollers that would
reserve capacity on the line that would nmake it financeable at a
| ow cost. Those potential custonmers come from the North Slope
and maybe from other places to the extent that the resource
owners do not take a tolling position on the project. So, they
woul d prefer to develop all of it in sequence. Part of the issue
is that so many pieces of the puzzle need to cone together at
t he sane tine.

CHAIR G ESSEL asked if she is suggesting that the people who
would ultimately be buying the gas would buy it at the well head
fromthe producers.

M5. WLCOX answered yes. That is the case in many projects.

CHAIR G ESSEL remarked that what strikes her is that it has
al ways been enphasized to themthat the noney is not in the tol
of a pipeline; it's in the LNG that is sold at the other end
This is a concern that conmes to her mnd as the commttee acts
to guard the best interests of the people they represent and
about a third of the population of the state is represented at
this table.

4:36: 08 PM
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STEVE WRI GHT, Upstream Project Mnager for AKLNG Departnent of
Nat ural Resources (DNR), said he had been a nenber of the state
gas team for about two and half years as a contractor. DNR
Comm ssi oner, Andy Mack, has asked himto reinforce the nessage
that the state clearly retains authority and responsibility for
marketing the state's RIK and TAG gas volunes. It is clearly
spelled out in SB 138, and the departnent has a clear
understanding that those roles and responsibilities are vested
init.

CHAIR G ESSEL said that was very reassuring. She asked if the
comi ssi oner had made the RI K deci sion.

MR. WRIGHAT answered no and explained that he referenced R K
because if there is an RIV decision, then there wll be no
nol ecul es for the department to nonetize or market, and they are
very far renoved from an RIK decision point at this point. The
department needs to understand the full conmmercial structure of
the project - the financing and allocation of the risk and val ue
- before it can go into a formal RIK decision process.

CHAIR G ESSEL said she appreciated that, but rem nded him that
nost of them have sat through this process for multiple years
and understand that unless the state takes those nolecules in
kind - own sone gas nolecules to sell ourselves - this project
doesn't really benefit the state to a significant |evel.

SENATOR MEYER asked if AGC s has a projected budget through
cal endar year 2017.

MR. RI CHARDS answered not yet, but it is their responsibility to
present to the board for their authorization those expenditures
out of the two funds that AGDC has been authorized. It's their
goal to present the 2017 outlook to the board at the February
nmeeting. The only thing in it is the authorization for the
operating budget which includes salaries, rent, Ilights, and
travel costs for AGDC personnel. Wen the board authorizes the
2017 budget, he would be glad to provide it to the |egislature.

SENATOR MEYER asked how much noney AGDC has now.

MR RICHARDS replied that the |legislature capitalized two
different funds for AGC. the first one was the In-state Natural
Gas Pipeline Fund, which was used for devel oping and advanci ng
the state-owned, in-state project. The second fund was devel oped
for the Alaska LNG Project that was to pay the cost of buying
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out TransCanada and cover the cash needs through 2016. The
conbi ned bal ance of both funds is approximately $104 million.

SENATOR MEYER asked if there is a problemw th co-mngling those
f unds.

MR. RICHARDS replied that they aren't being co-mingled; they are
separate and distinct. The Instate Natural Gas Pipeline Fund is
bei ng used solely to advance the ASAP Project, and for this year
t hat consists of just doing work on the Suppl enental
Environnmental |npact Statenment (SEIS). The AKLNG Project Fund is
being used to advance the FERC regulatory work. The only place
where the funds cone together is in the operational budget for
AGDC. A cost allocation plan was devel oped and approved by the
board that identifies a portion would cone fromthe Instate Fund
and a portion will cone fromthe AKLNG Fund.

4:41:27 PM

CHAIR G ESSEL said M. Richards nentioned that there is a
bal ance of $104 mllion in both accounts together and on
Novenber 29, 2016, it was $109 mllion. So, it sounds like $5
mllion had been spent in the last five nonths. Were was that
spent ?

MR. RICHARDS explained that a large portion of the spending in
2016 was to cover the cash calls for the AKLNG Project and that
cash calls are still comng in to cover expenses of the project
managenent team and all their contractors; a w ndup cost is also
represented. The other portion of the fund is being used to
cover AGDC salaries with a small portion being used to advance
t he ASAP Proj ect.

4:43: 39 PM

CHAIR G ESSEL noted a picture of a Houston Ofice with five
staff nenbers and asked the cost of that office and staff per
nont h.

4:44. 05 PM

MR. KRUSEN answered that the Houston office costs $10, 000/ no.
They took over the sublease of a fourth floor Rem ngton office
in the ExxonMobil conplex, so their rate is being paid up unti
the end of July 2017 after which it will go down to $7, 000/ no.
Add utilities of $5,000/np. to that. So, calendar year 2017 w ||
run $160, 000 in round nunbers.

CHAIR G ESSEL asked about the five professionals and their
support staff.
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MR. KRUSEN answered that the five professionals are there, but
only one of themis full time; all the others are part tinme, and
they are shopping for an office admnistrator. He would figure
out their rates and give them that figure later in the
presentati on.

4:47: 08 PM
SENATOR HUGHES referring to slide 8 asked how nuch nore state
funding was needed to get to the 2023/25 target date. She also
wanted to know if the state would recoup any of the long-term
fi nanci ng.

M5. WLCOX answered in the previous project structure the state
had to produce a quarter of the $45-65 billion project estinate.
It was in the process of developing a financing plan and didn't
know where all the cash would come from Simlarly, with this
project, with just one party they don't have all the answers yet
about how nuch cash will be required and how nuch of it would be
borrowed and under what terns. They do know that for this
project to work - to becone conpetitive - it needs to be project
financed and to have the advantages of |ow cost financing.
"Unless it has that, it would not be conpetitive." The majority
of it would have to be financed and backed by those tolling
agreenents by custonmers either fromthe upstream downstream or
ot herwi se that woul d secure the debt.

SENATOR HUGHES asked while the state is facing fiscal pressures
over the next couple of fiscal years what kind of budget is AGDC
| ooking at for FY18/19/20 to keep this noving forward.

M5. WLCOX answered that until they reach tangible conmerci al
ml|estones on this project, AGC wll keep the Ilegislature
informed on the progress and take it one step at a tine.

SENATOR HUGHES said she gets that, but she also wants sone
nunbers to give her sonme background for the budget spreadsheet.

4:51: 04 PM

MR RICHARDS replied that the project pace is going to be
determ ned by getting a contract with a finance partner that is
willing to help front the bill. It is hard to say what the exact
cost will be. If they are going to neet the narket in the
service w ndow they are tal king about, they will be entering the
next FEED and execution. This year they are working on the
regulatory work and next year they wll be advancing the
engineering to be able to go into execution.
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The FEED estimate ranges from $1-$1.5 billion, but that hasn't
been identified as the amount they would ask the state for. They
need to find partners and see what they are willing to bear in
advancing this project.

4:52:28 PM

MR. RICHARDS briefly reviewed the FERC process. He said FERC has
the responsibility of essentially citing and permtting the
liquefied natural gas termnals in the US. The benefit of FERC
is that they come with a very conprehensive citing process that
follows a very standard process, which neans when they accept an
application it goes into the Environnental |npact Statenent
(EI'S) that is very prescribed over an 18-nonth period, |eading
to a final EIS usually six nonths later. That's 24 nonths from
initiation of an EIS to conclusion. Very few transportation
projects in the state ever receive an EIS at that record pace

The prefile process AGDC is in right nowis really gathering the
information to nake sure the environnent, safety, and regulatory
aspects are addressed acceptably for FERC to receive the
application. The 13 resource reports cover the flora, fauna,

safety, viability, and engineering of the project.

LNG plant citing is what FERC Section 3 is about: sponsors of
the project petition FERC to say they have an integrated project
- the LNG plant, the upstream pipeline, the gas treatnment plant,
and associated pipelines to be considered as an integrated
project. This is what AGDC i s proceedi ng wth.

He explained that the 33,000 page-Resource Report docunent has
gone through two iterations: the first draft and now the second
draft. Approximately 2,943 conments have come back; sonme of
whi ch are being adjudicated. Many of them are editorial comments

and sone will require additional work on the pre-FEED anal ysis
to be able to clarify. Sone of the comments are asking for FEED
| evel information and those can be pushed off wuntil FEED is

initiated. The resulting list will be adjudicated with FERC and
its third-party contractor, which AGDC will now fund to be able
to advance the EIS. AGDC is the sole applicant and the partners
have identified this as a sole application to be the Al aska LNG
Project. The name stays the same, but the AGDC now is the sole
appl i cant.

4:55: 44 PM

Slide 13 represented what 1is necessary for fulfilling an
application, M. R chards said. There wll be nine separate
exhibits, one of which will be the resource reports. Their
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target schedule for conpleting the application - one that wll

be deemed by the FERC as neeting all their requirenments - 1is
June 2017. It's a little bit later than envisioned, but they
didn't get the final coments wuntil January. Those wll be

adj udi cated with in-house resources as well as external ones.

He elaborated that AGC is a very snmall organization that
provides an owner's oversight, but relies on a |lead contractor
to be able to advance its work. They are given a specific work
scope and when it is done they nove off contract.

4:57:55 PM

The initial approach for the work will be the FERC Natural Gas
Agreenment (NGA) Section 3 application, but also looking to
reduce the cost of the project (through rate of return and/or
federal taxation exenption).

CHAIR GESSEL referred to report 7 dealing with community
i mpacts and asked if it is clear that the state is considering
relinquishing the taxation potential and paynent in lieu of
taxes (PILT) to the comunities in this project.

MR. RICHARDS corrected her that she was referring to report 5
and said the tax exenption is a federal benefit and the in-state
needs for communities still needs to be negotiated with the
comunities and the Muinicipal Advisory Gas Project Review Board
(MAGPR) that the legislature set up. He believes they have said
they are not going to pay a CG-PILT to the comunities.

CHAIR G ESSEL said that question was asked of Wwod Mckenzie in
August, and their interpretation was the state would be
relinquishing all taxing authority to make the project |ower
cost .

4:59: 35 PM

M5. WLCOX responded that the reason Wod Mackenzie represented
a no-tax alternative in its study was to show that even with al
taxes renoved the project still had marginal economics. It was
not to suggest that all taxes should be renoved. That slide is
trying to say that there is a lot nore conpelling step that
makes a nmuch bigger difference than the taxes do: between the
chart that represents an equity findings project and a project
financed with utility returns.

5:00: 37 PM

MR. RICHARDS said in summation (slide 16) this project has great
value to Alaska in terns of nonetizing stranded resources and
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providing gas to Alaskans. It wll generate thousands of jobs
and enhance exploration and production across the North Sl ope
and Al aska.

The value of strategic advantage that Alaska has is the
proximty to the market - 7 to 9 days by ship to the Asian
mar ket - and ConocoPhillips plant has been providing resources
to Asian for over 40 years. The North Slope has a proven
conventional resource and Al aska provides political stability as
a sovereign. There is another slight advantage for production
due to cold tenperatures in N Kiski

5:01:41 PM

M5. WLCOX continued the presentation on slide 19. She said she
had been with AGDC since 2011 and had presented part of ASAP' s
project plan to a joint Resources Conmittee. Prior to that she
wor ked for 12 years for BP Al aska and before that she went UAF.
So, she has been in Alaska for over 20 years working in the oi
and gas industry.

She said slide 19 set the stage for the global LNG market using
a tineline and a Wod Mackenzie forecast for the Asian LNG
suppl y/ demand balance. It is from Wod Mckenzie's projected
demand for LNG in Asian and the dropping off contracted demand.
Some of the projects may be re-contracting to extend long term
contracts and the drop-off represents the contracts that are
going off-line. The window will shift over tinme and one of the
chal l enges the Alaska project has is just the sheer |ength of
time it takes to develop it. One of the challenges they
collectively have to overcone is to build sonmething that has
enough certainty in it early enough that the project can fit
into what ever denmand wi ndow there is and hopefully be one of the
first foundations in it rather than the last chasing it. That is
part of the urgency that AGDC | eadership is trying to instill.

5:04: 48 PM

Slide 20 illustrated global demand for LNG by country, an
internal AGDC forecast. Like any forecast it shifts over tine
and is never conpletely correct. It cones from one of the part-
time contractors seen on the Houston slide. She explained that
the bars represent every inporter of LNG However, the nost
prom nent ones are China, where a lot of gromh is expected over
the next decade. India has the sane story. Japan is still the
hi ghest inporter and is expected to remain the highest inporter
of gas by far, although the absolute nunber varies depending on
how nuch switching between nuclear and gas Japan will ultimtely
do. This is why AGDC has an office in Japan. It's not only the
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| argest consunmer of LNG but it also has the nost variety of
pot enti al custoners and the nost sophi sticated industry
devel oped around it. That is why Japan, in AGDC s view, requires
a particul ar presence.

CHAIR G ESSEL comrented that Reuters pointed out today that
Japan is trying to sell extra supply now.

M5. WLCOX said that is correct and the previous slide showed
the current over-supply from other projects that have conme on
l[ine. But the demand line has shifted down slightly and now the
buyers that have contracted for that demand are trying to sell
t he cargos.

5:07:16 PM

SENATOR VON | MHOF asked for a map of the potential projects that
may be coming on line in the next four of five years and what
their costs are conpared to ours.

M5. WLCOX replied that she could do that, yes.

SENATOR HUGHES asked if AGDC is nonitoring those other projects
that will also hit that w ndow.

M5. WLCOX answered that part of the expertise AGC has brought
on board is John Hattenburger, who provided this forecast. She
added that he is anong sone people who have been in the industry
for alnost 40 years and have a very good sense of what is going
on. It's not a formal process, because they haven't been at it
that long and things don't change that quickly, but one of the
things does is a weekly LNG update where they pull together
different sources of news and send it out to several parties in
the State of Al aska.

5:09: 20 PM
SENATOR HUGHES said it is an inportant analysis and needs to be
figured into the equation of whether or not to nove forward.

M5. WLCOX said many parties do that work and they try not to
spend noney to do sonething from scratch by subscribing to
services that forecast pricing and things |like that.

5:09: 59 PM
M5. WLCOX said slide 21 is the core of the objective of what
her organization will be doing this year in cooperation wth BP

and with others: that is focusing on reducing the cost of supply
for the project.
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5:10: 32 PM

She said this Wod Mckenzie chart represents cost of supply as
a conbination of upstream mdstream and shipping (looking at
it as an integrated investnment) wusing their estimtes. The
project estimate is the biggest part of the bar at $45-%64
billion. They evaluated what the project structure as it was
woul d deliver and then presented the opportunities. The first
structures a project as a third-party tolling utility (getting
commtnments from custonmers to ship their gas) and the |ast
scenario was the sanme thing but with the renoval of taxes. The
t hi nki ng behind this graph was to show that the project is still
was not quite conpetitive at the current price level, which is
quite low. So, the step between the first bar and the second bar
is really what the focus of the conmercial and financing work
will be on this year.

CHAIR A ESSEL asked Ms. Wlcox if the no tax scenario refers
only to federal tax.

M5. WLCOX responded no; she believed that it also excluded
production taxes, state inconme taxes, and possibly PILT. It did
not renove royalty, because this is an integrated project and
part of that would be royalty gas.

5:13: 02 PM

CHAIR G ESSEL said when she talked to M. Barrowran, the Wod
Mackenzie enployee who did the study, he said he hadn't
considered PILT at all. She asked if it would be logical to say
this is a conpetitive project if oil was at $70/barrel, but that
Lower 48 shale gas could cone on line at that price, too, thus

maki ng Al aska, perhaps, still the nost chall enged project in the
wor | d.
5:13: 54 PM

M5. WLCOX said that is a macro-econom c question that she is
not ready to take on in this hearing. She knows a |ot of factors
go into the volatility of the Lower 48 Henry Hub and it's not
all oil based. She has seen EIA forecasts that suggest that at
high oil prices the cost of Henry Hub would high as well. So,
the Lower 48 projects that rely on Henry Hub as their pricing
mechani sm woul d al so be expensi ve.

CHAIR G ESSEL added that the Lower 48 states have a nuch | ower
cost of production.

5:14: 53 PM

SENATE RES COW TTEE -25- January 23, 2017



SENATOR MEYER said it seens like Alaska is "hanging our hat" a
| ot on the tax-exenpt status and asked if there is a ruling from
the RS on that.

M5. WLCOX answered no, but they have received sone advice and
are working on a prelimnary letter with a firm called N xon
Peabody. The point of the slide, however, is that they are
trying to not "hang our hat" too nuch on the tax-exenpt status,
but rather on the third-party owned tolling utility structure
because that is where npbst of the savings are. However, they
still plan to pursue the tax-exenpt status.

SENATOR MEYER remarked that one of her bullet points says tax
exenpt state ownership reduces cost of supply even further.

M5. WLCOX responded that is true.

CHAIR G ESSEL added that the conmittee had two law firnms opine
at the August wupdate about the likelihood of that Kkind of
private letter ruling fromthe IRS and both were not prom sing.

5:16: 34 PM

M5. WLCOX said one of AGC s objectives is structuring for
third party financing as part of the wrk through the
cooperation agreement with BP (slide 22) and ultimately securing
| ong-term custoner conmitnents. Not all those things can be done
extrenely quickly, but as projects frequently do, they are done
in stages. So, there may be conditional commtnents prior to
firm commtnents. Reaching sonme commerci al m | estones on
conditional commtnents is what they are striving for in 2017.

SENATOR MEYER said their third objective is to have nore
transparency with the legislature, which they would really
appreciate as they are ultimately asked for funding. He also

stated that the Senate had a bill |ast year that would allow one
menber to be part of the AGDC board as an ex officio nmenber and
the governor vetoed it. So, how wll AGDC achieve nore

transparency with the legislature, the public, and the market?

MR. RICHARDS answered that as sole advocate for the AKLNG
Project, AGDC recognizes they have the duty to present
information to the legislature twice a year. But they want to do
that better wth nore frequent comunications, bi-nmonthly
possi bl y.

SENATOR MEYER said he looked forward to having that
t ransparency.
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SENATOR HUGHES asked if the governor would still veto a simlar
bill.

MR RICHARDS said he didn't know

5:19:51 PM

M5. WLCOX said slide 23 shows the primary focus for 2017:
commercial and financial work in ternms of devel oping a financing
plan for the next stage of the project and sone regul atory work.
She pointed out, in the spirit of transparency, the last bullet
on the commercial section, an Alaska LNG Summit that AGDC is
pl anni ng.

She explained that one of the things that is inportant in
attracting potential investors and custoners is establishing
relationships with them and giving them a sense of where the
project is and what it is. As she started |ooking at books or
publications about LNG she found that Al aska gets about two
par agraphs conpared to other projects. Part of the issue the
state has, because this is such a long ranging and challenged
project, is that it hasn't been paid attention to in the market
very much. So, they would like to have sone of the conpanies
they are talking to conme up and take a tour of N kiski and the
North Sl ope, and have sone informative presentations. That event
is planned for March; they are in the process of sending
specific invitations. Part of the costs will be covered by those
attendees thensel ves, which does show comm tnent, and part of it
is being covered through sponsorships being raised from
potential contractors.

She said one of the things they want to showase is the
engagenent of the Native corporations and contractors in Al aska
- basically show off the industry bench strength in Alaska to
build a project.

CHAIR G ESSEL asked if this is simlar to the 2012 Summt that
was held in Valdez by the Al aska Gasline Port Authority.

M5. WLCOX replied that she wasn't famliar with that event and
coul dn't answer that question.

M5. WLCOX reiterated that AGDC s primary objective is to secure
tolling agreenments that are sufficient to underpin project
financing and those agreenents may conme in stages. This is what
needs to happen prior to final investnent decision (FID). The
tolling structure is very common in the gas pipeline industry
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and is becomng nmore common in the LNG industry, as well. The
goals are to nmake financing cheaper and reduce the risk to the
owner .

Wio could be the tollers (slide 25)? Ms. WIcox said producers
essentially asked tollers for the nodel for the Al aska gasline
when it was not a LNG project and when it was a pipeline to the
Lower 48. It wuld be a simlar structure except under a
different regulatory code. Merchant as toller would be soneone
who buys gas at the North Slope and then sells it either in
Ni ki ski or somewhere further down the line. Al of these parties
are possible as participants in the project. AGC tal ked about
concluding an MOU with ConocoPhillips to develop a JV. There are
several steps in between, but if a marketing JV is devel oped, it
could be a nerchant that purchases and sells gas. A third party
is a potential participant in this nodel: frequently custoners
like to come up the value chain and bid to make sure they have
capacity. If the producers are not willing to be the tollers all
the way through for all the gas, then third parties need to be
brought in to provide that toller role and provide credit
support for the project.

CHAIR G ESSEL said establishing the AKLNG Project had hundreds
of hearings with the state as partner and their concern always
was that the state have a huge piece of cash prize at the end.
They were told throughout, that as a partner owning sonme of the
gas and narketing it was where the biggest prize was for Al aska,
which is their notivation. She is not seeing that opportunity as
strongly in these nodels, but they will see what AGC cones up
with the help of BP

M5. WLCOX said one of the things that has changed since 2012 is
the market when this project was discussed. As AGC tries to
reduce cost of supply they are trying make it so that the
m dstream is delivered as cheaply as possible, so the upstream
can realize the value for the state.

5:26:41 PM
CHAIR G ESSEL said the nessage she would convey is that while
the bill passed with wide nmargin, she wasn't sure there would

have been as much | egislative support with this nodel.

5:27:10 PM

M5. WLCOX said slide 26 presents potential investors, but
there's not too nuch substance to it at the nonent. The Houston-
based LNG team 1is very experienced, and the part-tine
contractors’ biographies were on slide 27.
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CHAIR G ESSEL paused to ask M. Krusen the cost of the Houston
staff.

MR. KRUSEN said he didn't have a full picture, but about $1
mllion/year for five enployees: one full tinme and everybody
el se part tine.

5:28:42 PM

M5. WLCOX said they wll continue to comunicate with the
| egi sl ature through the session with nore information and nore
of the specific nunbers they are looking for in the budget
process. She hoped to convey that a state-led project has val ue
as the one party that bring others (market participants that
will ultimately make it work) together into a project.

5:29:37 PM

MR. RI CHARDS concluded that AGDC is actively conmunicating with
the state agencies and working hand-in-hand wth them on
advancing this effort.

5:31: 07 PM

CHAIR G ESSEL adjourned the Senate Resources Committee neeting
at 5:31 p.m

SENATE RES COW TTEE -29- January 23, 2017



