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February 27, 2004

Governor Frank Murkowski Commissioner William A. Corbus

3" Floor State Capitol DeEartment of Revenue

Juneau, AK 99811 11" Floor State Office Bldg.
Juneau, AK 99811

Re: AGPA Application under Alaska Stranded Gas Development Act
Dear Governor Murkowski & Commissioner Corbus:

The Alaska Gasline Port Authority voted at its December 12, 2003 annual
meeting to submit an application under the Stranded Gas Development Act
for determination by the Commissioner of Revenue that the Port Authority is
a qualified sponsor and that the project qualifies under AS 43.82.100.

While the Stranded Gas Act was authorized to allow the fiscal terms relative
to royalty and taxes be tailored to the particular economic conditions of the
project, the Port Authority structure requires no such concession on the part
of the State. In fact, as is demonstrated in the application, the Port Authority
project is, without such concessions, the most favorable gasline project to
the State and the gas producers in terms of well head value. Further the "Y-
line" concept of the project, with the additional line to Southcentral Alaska,
provides for maximum market exposure and maximum in-state distribution
of Alaska’s natural gas resources.

Pursuant to AS 43.82.200 it is the intent of the Port Authority, to negotiate
with the Commissioner, a contract for payment of impact funds to affected
municipalities prior to and during construction. This will provide Alaskan
communities with the means to mitigate the strain on local infrastructure
during construction, as well as share the benefit of development of Alaska’s
nalural resources with all municipalities throughout the term of the project.




ALASKA GASLINE PORT AUTHORITY

As evidenced in this application, the Port Authority structure, with the "Y-line" concept,
allows for the maximum development of Alaska's natural gas resources to the maximum
benefit of its people.

In accordance with its formative mandate, the Alaska Gasline Port Authority intends to
provide for the maximum commercialization of Alaska's North Slope natural gas
resources by securing North Slope gas supplies, and financing and contracting for the
construction and operation of a gas pipeline project.

The Port Authority locks forward to continuing its waork with other project applicants in the
exploration of ways to make the Port Authority structure available to maximize the
benefit of a natural gas pipeline.

‘LASKA GASLINE PORT AUTHORITY

Hert Cotlle, Chairman
Mayor, City of Valdez

By:

Enc,

cc. Commissioner Tom Irwin, Department of Natural Resources
Attorney General Gregg D. Renkes
Jim Clark, Chief of Staff




Alaska State Legislature
HOUSE OF REPRESENTATIVES
House Finance Committee
AGENDA

March 17. 2004 - Wednesday

Overview:
Alaska Gasline Port Authority/Stranded Gas Application

Bills previously heard/scheduled.

HJR 9-CONST AM: APPROPRIATION/SPENDING LIMIT
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Alaska Gas Development Project

Application under AS 43.82

Alaska Stranded Gas Development
Act

AGPA
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Executive Summary

Project Description:

Three component gas distribution system which includes:
* a pipeline from Prudhoe Bay to Valdez for West Coast LNG,
*a line from Delta Junction to the Canada Border

sand a line from Glennallen to existing Southcentral gas grid.

AGPA
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Executive Summary

Cost Estimate:
Gas Conditioning Plant: $4.3 Biilion
Pipelines: $10.15 Billion
LNG Plant and Port Facilities: $3.7 Billion
LPG Extraction Facility: $.5 Billion
Saoft Costs: 37.4 Billion
Total Project Cost: $26.05 Billion
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Executive Summary

———_———

Annual Revenue Benefits Resulting From Tax Exempt Structure
of the Port Authority:

= T

h

Producers - $4.255 Billion n.ﬂ

State of Alaska - $1.356 Billion I;

| Municipalities-  $299 Million |
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Executive Summary

Unique Benefits of Port Authority Project Structure: f

*Exemption from federal income tax that provides
additional benefits to project stakeholders including: State
of Alaska, municipalities, in-state off-take purchasers

i

producers and pipeline operators E

*Competitive access to pipeline capacity ;
*Guarantee gas supply for in-state use

| *Maximum market diversification |
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Tax Revisions Needed for Project Economics

> Municipal:  None
State: None
Faderal: None

Legislation Needed to Improve Project Economics

~Municipal: None
»State: None
-Federal: None

Acph4
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APPLICATION OF
THE ALASKA GASLINE PORT AUTHORITY TO
THE STATE OF ALASKA,
FOR APPROVAL UNDER A.S. 43.82
THE ALASKA STRANDED GAS DEVELOPMENT ACT

February 27, 2004

AGPA

ALASKA GASUINE PORT AUTNORITY
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Application of the Alaska Gasline Port Authority to
the State of Alaska, Department of Revenue
Under the Alaska Stranded Gas Development Act

The Alaska Gasline Port Authority (Port Authority) submits this application
pursuant to the Alaska Stranded Gas Development Act, AS 43.82.010. By
submitting this application, the Port Authority expresses its intent to secure
Alaska North Slope natural gas supplies, enter into contracts with natural gas,
LNG and LPG purchasers both intrastate and for export, obtain financing for and
contract to construct and operate a gas pipeline for the transportation of North
Slope natural gas to market.

This pipeline will consist of an overland gas pipeline from Prudhoe Bay,
Alaska to tidewater at VValdez that will run parallel to the existing Trans-Alaska Oil
Pipeline, with a line from Delta Junction to the Canada Border near Beaver
Creek, Yukon Territory. Additionally, a line will be built from Glennallen, Alaska
into the Matanuska-Susitna Valley, (approximately 125 miles) to connect with the
existing South Central natural gas grid to provide gas to the Matanuska-Susitna
Valley, Anchorage and the Kenai Peninsula (Project). *

As required under AS 43.82.130, the Port Authority submits for
consideration and approval to the Department of Revenue, along with this
application, the required project plan. The Port Authority requests a
determination by the Commissioner of the Department of Revenue that the

proposed project plan is a qualified project plan within the requirements of AS

43.82.130.

! Exhibit 1 - AGPA Project Presentation Book
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I, Introduction

The Alaska Gasline Port Authority is a municipal port authority established
on October 5, 1999, in accordance with the Alaska Municipal Port Authority Act
(AS 29.35.600), et. seq. (Port Authority).? The Port Authority was formed by the
municipalities of the North Slope Borough, Fairbanks North Star Borough and the
City of Valdez.? An election was held in each of those municipalities and the
percentage of voter approval for the formation of Port Authority averaged
approximately 80%. Shortly following its formation, the Port Authority submitted
to the IRS an application for a private letter ruling establishing that all income tc
the Port Authority would be tax exempt. On January 24, 2000, the IRS issued the
requested private letter declaring that income to the Port Authority would be
exempt from federal income taxes.* According to petroleum ecoriomist and
consultant Dr. Pedro Van Meurs, this IRS ruling provides $10-20 billion in
additional benefits to the Port Authority Project,” Therefore, the Port Authority
Project requires no dependence upon Federal legislation to provide tax
incentives or price floors. Further, the amount of this benefit exceeds any State
and Municipal tax breaks that could conscionably be negotiated to improve the
economics of an otherwise taxable gas pipeline project, The Port Authority will
request an additional IRS ruling prior to the beginning of the construction of the
Project, as is typically required, to reflect modifications in the Project since its

original submittal to the IRS in 1989.

? Exhibit 2 — Alaska Municipal Port Authority Act
? Exhibit 3 — Establishing Ordinances

* Exhibit 4 — IRS Ruling

$ Exhibit 5 — Pedro Van Meurs Letter
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Project Cost Estimate

The Port Authority engaged the services of Bechtel Corporation to provide
a comprehensive hard-dollar, not-to-exceed price for the Project. The initial
Project consisted of a gas pipeline from Prudhoe Bay to run parallel to the Trans-
Alaska oil pipeling, to an LNG liquefaction terminal in Valdez, utilizing existing
permits. The Project has since been modified to include the addition of a line
through Canada, whicn greatly increased the debt service coverage ratio as will
be explained further in this application. Further, the Proje-ct includes a line from
Glennallen to approximately Sutton to connect with the existing Southcentral

natural gas grid in an addendum to the project cost estimate.®

Economic Model

In conjunction with work done by Bechtel Corporation, the Port Authority
engaged the services of Taylor-DeJongh to develop an economic model
incorporating the werk performed by Bechtel Corporation. Taylor-DeJongh is an
organization of inicrnationally acclaimed energy financial advisors headquartered
in Washington, D.C., with offices worldwide, and has, in some capacity, been
involved in most of the international LNG projects financed around the world over

the past 10 years.” See www.taylor-dejongh.com.

® Exhibit 1, pg. 6-10 - Bechtel Project Cost Estimate
7 Exhibit 1, pg. 5 - Taylor DeJongh Economic Model
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Financing

Financing for the Port Authority gas pipeline would be similar to other
municipally financed projects in that it would be 100% project financed with no
private ownership or equity interest. This is a key element to the Port Authority
Project as any private investment would nullify the Port Authority’s extremely
valuable IRS tax exempt status. Upon examination and advice by Merrill Lynch,
in order to finance and obtain 100% debt financing, the Port Authority Project
would need to have a minimum of 1.7 debt service coverage ratio (DSCR). As
the initial model developed by Taylor-Dedongh in 2000 did not result in the
required 1.7 minimum DSCR, the Port Authority explored options to increase the
debt service coverage ratio. As will be fully developed in this application, the
addition of a line to Canada greatly increased the DSCR. The shared cost of 550
miles of pipeline (Prudhoe Bay to Delta Junction) and the shared cost of the very
expensive gas conditioning plant (GCP) on the North Slope greatly improved the
economics of the Project. The Port Authority Project has also been designed to
transport propane anc butane down the line. The transport and sale of these
liquids improves project economics by approximately $1.75 billion per year.

As a result of the over 55,000 work hours by Bechizl developing a hard-
dollar, not-to-exceed price for the Project, which includes substantial
contingencies and Taylor-DeJongh's economic models, the Port Authority is
confident that the Y-line concept with a line to the Canada border from Delta

Junction and a line into the existing Southcentral Alaska natural gas grid, is the

Alaska Stranded Gas Development Act / Application of AGPA Page 4




most financially beneficial project to Alaska.? As is set forth in more detail in the
exhibits of this application, the Y-line concept, with approximately 2.6 billion cubic
feet of gas per day (2.6 Bcfd) to Valdez and 3.1 Befd from Delta Junction to the
Canada border, generates a potential well head price of $1.48 (generating over
$4.255 billion annually for the producers), and potential revenues to the State of
Alaska and Alaska municipalities of $1.5 billion annually; assuming a natural gas
price in Chicago of $3.75/MMBtu and an LNG price of $2.75/MMBtu at Valdez.®
The Port Authority Project scenario also sets in place the basic infrastructure for

optimization of in-state distribution of gas, allowing not only lower cost, clean

burning energy, but the potential for continued and expanded petrochemical
industry throughout Alaska.

In addition to obtaining a ruling of federal income tax exempt status from
the IRS, a hard-dollar / turn-key price from Bechtel Corporation and an economic
model from Taylor-DeJongh that confirms the Project financing feasibility, the
Port Authority has entered into its first MOU with a company that has applied for
permits to construct and operate an LNG receiving terminal cff the coast of
California. The Port Authority’s Project infrastructure, the Y-line and the inclusion
of propane and butane, returns the greatest well-head price for the gas and the
greatest financial benefit to all Alaskans from Alaska's natural gac reserves.

A basic element of the Port Authority Project is the inclusion of a Project

revenue distribution to all municipalities in Alaska providing a stable community

¥ Exhibit 6 — Alaska State Constitution Article VIII, sec, 1&2
? It important to note that these benefits will be available from a project that is not being financed or
guaranteed by the producers or the State of Alaska.
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dividend that may be used for funding of capital projects, basic services and
improved quality of life.

Allowing for maximum competition in the development of Alaska North
Slope natural gas is in the best interest of Alaska. The Port Authority is
committed to assuring no undue restrictions of access to gas pipeline capacity for

producers of ANS gas.
The Port Authority welcomes an opport'inity to fully discuss this

application with the Commissioner of the Department of Revenue or appointed

designees.

Additional information about this application and inquiries about the Alaska
Gasline Port Authority should be directed to:

William M. Walker

Walker & Levesque, LLC

731 N Street

Anchorage, AK 99501

278-7000

bill-wwa@ak.net
www.alaskagaslineportauthority.com

Alaska Steanded Gas Development Act / Applieation of AGPA Page 6




Alaska Stranded Gas Development Act
Legisiative Intent
It is the intent of the legislature that

(1) in awarding contracts under the Alaska Stranded (as
Development Act, a qualified sponsor or qualified sponsor
group and contractors of the qualified sponsor group may
develop and enter into project labor agreements with
appropriate collective bargaining organizations for each
project for which a contract is entered into; and

(2) each contract for payments in lieu of taxes and for royalty

adjustments entered into ut.der the Alaska Stranded %as
Development Act contain a provision by which the contract
may be reopened by any party to the contract; the subject
matter of the reopening may be dealt with through the use of
arbitration proceedings agreed on by the parties.

In accordance with the legislative intent as stated in the amended
reauthorization of the Alaska Stranded Gas Development Act, the Port Authority
recognizes the benefit of negotiated project labor agreements in its goal to
maximize Alaskan participation in a stranded gas pipeline project.

In further accordance with legislative intent and to the extent permitted oy
its financing documents, the Port Authority commits to include a provision by

which the contract may be reopened by any party to the contract.

Aluska Stranded Gas Development Act / Application of AGPA Page 7




ALASKA STRANDED GAS DEVELOMENT ACT
AS 43.82.010 — Purpose

(1)  encourage new investment to deveiop the state’s stranded gas
resources by authorizing establishment of fiscal terms related
to that new investment without significantly altering tax and
royalty methodologies and rates on existing oil and gas
infrastructure and production;

As a subdivision of government, the Alaska Gasline Port Authority Froject
will be exempt from taxation. Therefore, the Port Authority does not seek any
changes in the current tax and royalty methodologies and rates. However, the
Port Authority recognizes the significant economic impact to Alaskan
communities relative to the gas pipeiine project and will negotiate in good faith
with the Commissioner of the Department of Revenue a contract for paymeiit in
lieu of taxes (PILT). In addition to a negotiated PILT, the Port Authority project
provides for gas pipeline revenue sharing to include all Alaska municipalities.

(2) allow the fiscal terms applicable to a qualified sponsor or the
members of a qualified sponsor group, with respect to a
qualified project, to be tailored to the particular economic
conditions of the project and to establish those fiscal terms in
advance with as much certainty as the Constitution of the
State of Alaska allows;

As exhibited within this application, the very favorable economic benefits

enjoyed through the tax exempt status and project specifics of the Port Authority

Alnska Stranded Gas Development Act/ Application of AGPA Page 8



gas pipeline project require no tailoring of the fiscal terms with regard to the State
tax and royalty rates and methodologies. Currently these rates are set out in
Alaska Statute and will not be subject to uncertainty relative to this Project.

(3) maximize the benefit to the people of the state of the

development of the state’s stranded gas resources.

In every aspect of the development of this Project, the Alaska Gasline P. .
Authority has held as its singular objective to maximize the bene,! of the
commercialization of Alaska North Slope natural gas to not only the residents of

the member communi;ties but to all Alaskans.

Alaska Stranded Gas Development Act/ Application of AGPA Page 9




I AE 43.82.100 - Qualivied Project

AS 43.82.100 sets forth specific requirements for consideration as a
qualified project. The Port Authority responds ! that criteria as follows:

' AS 43.82.100 (1) requires that in order to be a qualified project,

the project principally involves

(A) the transportation of a natural gas pipeline to one or more
markets, together with any associated processing or
treatment;

The Port Authority Project, which is more fully described in Exhibit 1 of this
application, intends to transport natural gas from Alaska’s North Slope via
pipeline to potential markets in North America through Canada along the Alcan
highway.

(B) the export of liquefied natural gas from the state to one or
more other states or countries; or

The Port Authority Project provides for a 2.6 Befd LNG and LPG project
from Valdez to markets along the West Coast of the United States and Pacific
Rim Countries.

(C) any other technology that commercializes the shipment of
natural gas within the state or from the state to one or more
other states or countries.

The Port Authority project also provides for a gas pipeline from Glennallen
to connect with the Southcentral gas grid, providing infrastructure for new and

continuing in-state distribution of gas.
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AS 43.82.100 (2) would produce at least 500,000,000,000 cubic
feet of stranded gas within 20 years from the commencement
of commercial operations

While the Port Authority's Project model produces potentially six different

volume scenarios ranging from a single 2.6 Bcfd line to Valdez to multiple 6 Befd
Y-line scenarios with lines to Canada and the Matanuska-Susitna Valley, its
minimum sized Project would consist of approximately 2.6 Befd throughput. With
this projected minimum throughput, the Project would cause the production of
well over 500 bcf of stranded gas within the 20-year requirement set forth in AS
43.82.100(2).

3. AS 43.82.100 (3); is capable, subject to applicable commercial
regulations and technical and economic considerations, of
making gas available to meet the reasonably foreseeable
demand in this state for gas within the economic proximity of
the project.

The Port Authority's mission is to commercialize Alaska North Slope gas

to the maximum benefit of all Alaska. In compliance with that mission, the Port

Authority's project includes making gas available at commercially reasonable

rates to communities along the route from Prudhoe Bay to Valdez and a line from
Glennallen into the Matanuska-Susitna Valley to connect with the Southcentral
natural gas grid, thereby making gas available to the residents and business of

the Matanuska-Susitna Valley, Anchorage and the Kenai Peninsula.

Alaska Stranded Gas Development Act / Application of AGPA




ill. AS 43.82.110 — Qualified Sponsor or Qualified Sponsor Group

The commissioner may determine that a person or group is a qualified

sponsor or qualified sponsor group if the person or a member of the group:

(1) intends to own an equity interest in a qualified project, intends

to commit gas that it owns to a qualified project, or holds the

permits that the department determines are essential to

construct and operate a qualified project;

The Port Authority will own a 100% equity interest in the Project as is

required in order to maintain the Port Authority’s tax exempt status.

(2) meets one or more of the following criteria:

(A)

(B)

(C)

(D)
(E)

owns a working interest in at least 10 percent of the
stranded gas proposed to be developed by a qualified
project;

has the right to purchase at least 10 percent of the
stranded gas proposed to be developed by a qualified
project;

has the right to acquire, control, or market at least 10
percent of the stranded gas proposed to be developed
by a qualified project;

has a net worth equal to at least 33 percent of the
estimated cost of constructing a qualified project;

has an unused line of credit equal to at least 25 percent
of the estimated cost of constructing a qualified project.

Pursuant to AS 38.05.183, the Port Authority intends to make application

to the State of Alaska for the State of Alaska's twelve and one-half percent

(12.5%) of royalty gas. The Port Authority intends such an application to be part

and parcel of this application which exceeds the threshold requirement of 10

percent set forth above.

Alaska Stranded Gas Development Act/ Application of AGPA Page 12




(C)  has the right to acquire, control, or market at least 10 percent

of the stranded gas proposed to be developed by a qualified

project
Because the Port Authority intends to acquire 12.5 percent of the stranded
gas on the North Slope under AS 38.05.183, the royalty share of the State of
Alaska's gas on the North Slope, it also intends to market that same gas as the
owner of the gas and has entered into an MOU for the sale of that gas into the
California market.'® The Port Authority also intends to acquire additicnal gas
supply through commercial negotiations with the producers, and if required will

utilize its authority allowed under AS 29.35.620.

19 Exhibit 7 - Crystal Energy MOU
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IV. AS 43.82.130 — Qualified Project Plan

The Port Authority's Project plan provides for a 56-inch line from Prudhoe
Bay to Delta Junction (approximately 550 miles) with a 46-inch line from Delta
Junction to Valdez (approximately 256 miles) and a 46-inch line to the Canada
border (approximately 185 miles). Additionally, the Port Authority Project includes
a line from Glennallen into the Matanuska-Susitna Valley (approximately 125
miles) to connect with the existing Southcentral Alaska gas grid.

Under the Port Authority's base case, the line would transport

approximately 3.1 Befd of gas to the Canada border with approximately 2.6 Befd

of gas to Valdez.

The Port Authority’'s cost assumptions are extremely conser:ative,

assuming no benefit from existing equipment and facilities present on the North

Slope.
Gas conditioning plant (8.7 Befd capacity) $4.3 billion

(assumes no benefils from equipment at existing plant on North Slope)
Pipeline: $9.9 billion

¥ 6 Bscfd from Prudhoe Bay lo Delta Junction
2.678 Bscfd delivered to Valdez from Delta Junclion

p
> 3161 Bscfd delivered to Canada border from Delta
Junction
LNG Plant and Port Facilities: $3.7 billion

> Three trains — 15 million tons LNG per year
» Train 1 completed in 49 months

>  Trains 2 & 3 completed in 6-months intervals

LPG Extraction Facility: $0.5 billion

Total EPC Cost: $18.4 billion

The Port Authority has also taken into consideration and included all

possible contingencies and soit-costs associated with this Project. Because the

Alaska Stranded Gas Development Act / Application of AGPA Page 14




Port Authority cannot consider a cost over-run scenario, the direction to Bechtel
Corporation was to provide a hard dollar cost estimate to include all
co itingencies. While the Port Authority recognizes that this creates a cost
estimate which is substantially higher than some cost estimates performed by
other entities, the Port Authority also believes these cost estimates can be further

refined. At this point however, EPC and the soft-costs of the Project consist of

the following:
EPC $18.4 billion
Owner's Contingency $0.9 billion
Insurance $0.2 billion
Development Costs $0.1 billion
Working Capital $0.5 billion
Owner Costs, Line Pack $0.1 billion
Interest During Construction $4.4 billion
Financing and Underwriting Fees $0.2 billion
Debt Service Reserves Fund $1.0 billion
Total Project Cost $25.8 billion

By combining a gasline to the Lower 43 with a gasline to an LNG project,
the cost estimate of the gas transportation down each branch of the line will be
lowered by approximately 30%. The total shared cost savings, consisting of the
construction cost savings plus the soft cost savings is approximately $3 billion for
each branch of the line for a total of $6 billion for the LNG and gas pipeline
portions of the Project.

In further support of the conservative nature of the Port Authority’s Project
cost estimate, the calculations included an 8-10% escalation built into the
components of the EPC costs, $1.8 billion in contractors contingency, and a $928

million owner contingency for cost overruns not covered by the EPC contractor.
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The Port Authority model also includes a $1 billion debt service reserve to

support 6 months of debt service if necessary.

Alaskn Stranded Gas Development Act/ Application of AGPA Page 16




V. NATURE AND SOURCES OF FINANCING

The financing structure consists of zero p:ivate equity and would be on a
project financed basis. The base case assumes a 100% senior debt financing
although there is a potential for several forms of equity-like participation in the
form of subordinated debt; off-taker pre-purchase financing, subordinated
payment for gas and payment for permits, etc. However, in all debt finance
scenarios, the Project must maintain a very healthy debt service coverage ratio
(DSCRs). Based on current market conditions, the financing will consist of
approximately 24% tax exempt bonds, 45% taxable bonds, and 15% from export

banks and 16% from commercial banks.
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VI. Purchase Price of Gas

While typically a project of this nature does not come with a weli-head
guarantee of price for gas, the Port Authority's economic model provides for a
guaranteed minimum payment of 30 cents per MMBtu base price for purchased
feed gas. Payment above that 30 cents would come from the net back each year
beyond the operating cost and debt service requirement. In the Port Authority's
base case, the total purchase price for gas is 30 cents per MMBtu (base price)

plus an additional $1.18 per MMBtu (additional net back) for a total of $1.48 at

the well head.
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VIl. Base Case Assumptions and Resuits

The Port Authority's base case, including all assumptions are cet forth in

detail in Exhibit 1, pages 15-18.
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Vill. Benefits of Port Authority Financing and Tax-Exempt Status

The exemption from federal income tax frees up cash - $113 million per
year in the early years, increasing to over $1 billion in later years — which may be
used to increase producer netback, pay debt, be distributed to Project
participants, and/or be distributed to other stakeholders. The Port Authority has
the ability to issue tax-exempt bonds for a portion of the debt which lowers debt
service payments by approximately $280 million per year. In its economic model,
the Port Authority assumes only a portion of the port facilities would qualify for
tax exempt financing. While the Alaska Railroad bonds may ke available for
100% tax exempt financing, until an IRS Ruling on that issue is received, the Port

Authority remained consistent with its conservative approach and did not include

that benefit in the model.
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IX, Additional Benefits of the Y-Line

Additional benefit of the shared costs of the Y-line Project is set forth in

detail in Exhibit 1, pages 24 and 39 through 45.

The Port Authority summary of the AGPA model sensitivity case results,

sets forth the 6 cases consisting of:

1)
2)
3)
4)

5)

6)

A single 2.6 line to Valdez;

4 Bcfd single line through to the Canada border;

4.5 Befd line to the Canada border;

3.1 Befd line to the Canada border,

6 Befd Y-split Y-line to Canada (approximately 3 to Canada and 3
to Valdez;

2+4 Y-split with 2 Befd to Valdez and 4 Befd to Canada

This summary, found in Exhibit 1, page 25 compares in detail all

economics of the six scenarios,
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X. Timeframe for Project Completion

The Port Authority vision in the completion of this Project, following the
entering into MOU's to supply LNG into the California market is, in the 2010

range. A specific construction time table set forth in Exhibit 8.

Alnska Stranded Gas Development Act / Application of AGPA Page 22




Xl.  Sources of Supply

Proven 35 trillion cubic feet (tcf) of natural gas in Alaska's north slope.
Additional estimates from the various government sources increase that by an

additional 150 tcf. These estimates are more than necessary to provide the

required gas for this project.

Alaska Stranded Gas Development Act / Application of AGPA Page 23




Dated this 27thday of February, ?0(4,

ALASKA GASLINE PORT AUTHORITY

BY: ’
B~ rt Cotfle, Chairman

Alaska Stranded Gas Development Act/ Application of AGPA Page 25
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Alaska Gas Development Project

Engineering, Procurement, and
Construction Stuay

ASMUSIHE MBTAUTHORTY



Determine engineering basis

Develop overall execution plan

Develop EPC schedule

Provide preliminary assessment of environmental issues
and project risks

Prepare +/- 20% cost estimate

Obtain two to three quotes for all major material and
equipment

The study is the result of over 55,000 jobhours

a a
Ju l&\l\lﬁMMJlf
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Bejufori sea

‘asJOondlittoning PJant/-CS-J 9 Prudhoe Bay

Franklin Bluffs Camp (A/S)
i Franklin Blutfs Pipe Yard

Happy Valloy Camp (A/S)
Happy Valley Pipe Yard

CS-2 (6 bscfd case, only) ,
) BfGalbraith Lake Camp (A/S)
550 miles \ | Galbraith Lake Pipe Yard
56” (All Compositions)

f Atigun Pass Pipe Ynrd
mt/~
'mB Dietrich Camp (A/S)

B Coldfoot Camp (A/S]

CS-3
Prospect Pipe Yard e
\FOIdman Ca’ip T
\
A CS-4 (6 bscfd c%\se, only)
0 Livengood
Livengood Camp (A'S)
MP-400
. 150 miles
-V auaRv 'xIFairbanks to Candian Border
\ A B>Aalrbanks Camp 42"&96}295‘3 Case)
” (Rich an
A\ A f --“Fort%?pgw\{a\/r(rjlghtv MP-500 Raw Gas Cases),-'
Defra Camp (AIS)
] A1 Dotta Junction
OMS-38-ffl*XvA
Pipe.Yard V"N
MP-600 .B Isabell.Pasc Comp,..
A
256 miles
. Sourdough Camp’
Sourdough |<| 56 (Futur J
Gl lleni i
eoatent GEEg i, .
X S» Mp.700 £
"—Palmer , Tonsina M« Tonsina Camp (Q/S)
Ande éiv V-, | :
ﬁﬁ V7 -\ Valdez >
TBi Creek
1A .ﬁf plpemd]
MP-800
Cordqva C I  LEGEND
Seward # N E';}I]rp
Homer Pipt Yard
A (\] ?éﬂgrr]essor
y Gulf of Alaska WS Airstrip
frocostaw «peotsaw ph Exhibit 1
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EPC Cost Assumptions

v Gas Conditioning Plant (8.7 Bscfd capacity): $ 4.3 billion
(assumes no benefits from equipment at existing plant on North Slope)

> Pipeline: 5 9.9 billion
v 6 Bscfd from Pmdhoe Bay to Delta Junction
? 2.678 Bscfd delivered to Valdez from Delta Junction

! > 3.161 Bscfd delivered to Canadian border from Delta Junction

| > LNG Plant and Port Facilities: $ 3.7 billion
> Three trains - 15 million tons LNG per year
> Train 1 completed in 49 months
> Trains 2 & 3 completed in 6-month intervals

LPG Extraction Facility: $ 0.5 billion

> Total EPC Cost: $18.4 billion

AgpA

F200306020\Prc5.ppt



Project Costs

AgpA

F200306020\Pres ppl

EPC

Owner’s Contingency

Insurance

Development Costs

Working Capital

Owner Costs, Line Pack

Interest During Construction
Financing and Underwriting Fees

Debt Service Reserve Fund

Total Project Cost

$ 18.4 bill on
0.9 bill on
0.2 bill on
0.1 bill on
0.5 bill on
0.1 bill on
4.4 bill on
0.2 bill on
1.0 bill on

R - A R - I - B -

$ 25.8 billion

Note: Detailed summary sheets ofassumptions and results are provided at the end

of this presentation.

I
If

10



Advantage of Combining Two Projects into a Y-Line

Combining a gasline to the Lower-48 with a gasline to an LNG project will lower the cost of
gas transportation down each branch of the line by approximately 30%.

Construction Cost:
v asingle line to carry 3 Bscfd . $7.0 billion ]

> a Y-line to deliver 3.161 Bscfd to Canadian border and

2.678 Bscfd to an LNG facility = $9.7 billion
approximate cost for each pipeline project: . $4.9 billion
> construction cost savings for each project: = $2.1 billion

Construction cost savings plus financing and soft cost
savings for each project approximately: . $3.0 billion 1

Savings for both projects: - $6.0 billion i

AGRA

F20030C02U\Prcs ppt
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Project Costs (cont’d)

Very conservative in estimating project costs. Cost estimates include:
8-10% ot v calation built into components of the EPC cost
.8 billion of contractor’s contingency, built into the EPC cost

$920 million of owner’s contingency, for cost overrun risks not covered by the
EPC contractor

$1.0 billion of debt service reserve fund

Assumed no benefits irom existing infrastructure at Gas Conditioning Plant or
TAPS line

£9pA

F200306020\Pfes.ppl



Financing concept predicated on a zero private equity scenario

Base Case assumes 100% senior debt financing, although there is a
potential for several forms of equity-like participations in the form of
subordinated debt: offtaker pre-purchase financing, subordinated payment

for gas, value of permits, etc.

In an all-debt financed scenario, the project must maintain very healthy debt
service cover ratios (DSCRS)

LR A o

F200306028\Pfe* ppt



Purchase Price of Gas

Minimum $ 0.30 per MMBtu base price of purchased feedgas

Additional subordinated payment for feedgas depending upon the

net-back from ultimate market price.

In the base case the total price is $0.30 per MMBtu (base price) plus $1.18 per
MMBtu (additional net-back) which equals $1.48 at the wellhead.

R A1

F200306Q26'Prcs ppl
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6.000 Bscfd at 1,160 Btu/scf gas to pipeline entrance
2.678 Bscfd at 1,160 Btu/scf gas to LNG plant in Valdez *

3.161 Bscfd at 1,160 Btu/scf gas to Canada *

81.000 bbl/d of NGLs extracted on North Slope (for the benefit of the Producers)

154.000 bbl/d of LPGs extracted at Valdez
182.000 bbl/d of LPGs extracted from gas to Canada

15 MMTA LNG production

Net of fuel consumption; includes LPG content

15
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Base Case Assumptions and Results (cont’d)

> $2.75/MMBtu LNG Price (FOB Valdez);

¥ Implied $3.35 landed price in Japan, assuming $0.60 transportation charge

$3.75/MMBtu Chicago price

Assumed tariff of $1.20/MMBtu Alaska border-Alberta-Chicago

v LPG price: $15.00/bbl NGL price: $16.50/bbl *

Sales price of $20.00/bbl less $3.50/bbl TAPS tariff

AGPA

1UIU UnatftMIMIIMIIf 16
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Base Case Assumptions and Results (cont’d)

Benefits to Producers:

>  Sale of gas for LNG and Lower 48:
$ 771 million/yr from gas sale at base payment of $0.30/MMBtu
$ 3,020 million/vr from subordinated gas payment of $0.85/MMBtu
$3,731 million/yr total gas sale revenues
$ 1.48/MMBtu total sales price of gas

>  Plus an additional NGL revenue stream:
$ 463 million/vr from NGLs extracted by the project at Prudhoe Bay

$4,255 million/yr total revenues

Potential for accelerating Prudhoe Bay oil production: an additional 8.7 Bscfd of gas can be processed. We
have not attempted to quantify the benefit of such accelerated oil production, or any reduction in oil production
in the out years.
> 2 Bscfd of C02rich stream returned for reinjection.
I v Gas composition will change over time. While we have not attempted to quantify such change at this time, our
1 capital cost estimates include the equipment necessary to handle C02over time.

ACPA

it 1u 1avm MMMt e

F200306076\P<C3 ppl
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Base Case Assumptions and Results (cont’d)

$1,504 million/yr to State and Municipalities from royalty, severance and
corporate income taxes including $370 million/yr in subordinated payments from
the project.

Sensitivities:

,  An increase in sales prices of LNG and gas to Canada of $0.10/MMBtu increases
the amount available for distribution to stakeholders by approximately $185
million/yr.

» A decrease in interest rates of 50 bp increases the amount available for
distribution to stakeholders by approximately $100 million/yr.

> A reduction in EPC cost of $1 billion (or 5.5%) increases the amount available for
distribution to stakeholders by $120 million/yr.

AgpA

F20Q30602ti\Pii:s pfit

Gy p g aed
T 1gyx3

18



The Advantages of the Project Structure

The Structure offers tools to permit Producers to:

> Maximize after tax income
Minimize balance sheet implications of a pipeline investment
> Retain significant control of pipeline capacity

> Potentially increase certainty and stability of Alaskan

contracts and relationships

AgpA

F200306020\P>cs ppl
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Producers will be able to utilize a $15-$20 billion asset without any
investment

Pipeline can be financed with 1' v Debt, non-recourse to Producers

Only Producers Obligations:
> Sell gas on a long-term commitment
> Subordinate part of the net back to debt payments
- Additional obligations if Producers wish to:
v Have construction management
v Operate pipeline

> Market output if gas is not tolled

AgpA

maift u iidMir
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Retain Control of Pipeline and Contract Stability

FERC exemption

> AGPA will allocate capacity and pricing to Producers by long-term
contract

> Potentially offers more stability, regulatory expediency and a quicker
contract path

Long-term contracts

Contracts cannot be changed once bonds are sold

AGPA will be a faster decision making body

JOERA

FI0030G020\Pic*S ppl
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Gasline is designed to transport Propane & Butane (Liquid Petroleum
Gas - LPG) in addition to natural gas.

The Gasline can also transport ethane. The project has not included this
potential revenue stream in the project because the Producers have
stated they require the ethane to mix with the C02 for injection into the
oil field reservoir.

The value of LPG alone - $1.75 billion per year - will pay for the Pipeline
and the Gas Conditioning Plant.

MpA

F20030Tj028\PCS ppl
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Exemption from federal income tax frees up cash - $113 million per year in the
early years, increasing to over $1 billion in later years - to increase producer
netback, to pay debt, to be distributed to project participants, and/or to be

distributed to other stakeholders.

Ability to issue tax-exempt bonds for a portion of the debt lowers debt service

payments by approximately $280 million per year.

AGPA is not constrained by a private company’s typical hurdle rate on capital
invested. The annual retention of $370 million in subordinated payments from

the project does not generate adequate return on equity for a private project.

These benefits create additional revenue for the producers on average in

excess of $1 billion/yr.

F20030602B\Pre3 [PI
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Additional Benefits of Y-Line

Diversity/Security from different characteristics of 4 revenue streams:

> LNG: under proposed pricing strategy can obtain long-term fixed floor price,
resulting in great revenue stability;

> LPG: tracks oil to some degree, less volatile than gas;
NGL: tracks oil, also less volatile than gas;

> Gas: Very volatile. Has ranged from $2.50/MMBtu to over $10.00/MMBtu in some
markets. Cannot obtain iong-term contracts. At maximum - hedging available for

3 to 5 years.

> The relative stability of LNG, and to a lesser degree, LPG and NGL, will permit this
project to withstand downturns of gas prices in the Lower 48 - over extended
periods of time down to $2.00/MMBtu and even as low as $1.40/MMBtu for 6-12

months period of time.

AapA

F2003D6023\Prcs.ppt
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SUMMARY OF AGPA MODEL SENSITIVITY CASE

Taylor-DeJongh

Case

la

1b

2.a

2.r

3a
3.b

3.c

4.a

4.b

5.a

5.b

6.a
6.b

Valdez 2.6 Bscfd (15MMTA)
Valdez 2.G Bscfd (15MMTA); S3.75 CIF

Valdez 2.6 Bscfd (15MMTA); breakeven LNG price

4.0 Bscfd Canada

4.0 Bscfd Canada; breakeven price

4.0 Bscfd Canada; $2.60 Chicago Price

4.5 Bscfd Canada )

4.5 Bscfd Canada; breakeven price _
v LT VoW

4.5 Bscfd Canada; $2.6 JChicago Price

4.5 Bscfd Canada; 20 mill PILT

3.0 Bscfd Canada

3.0 Bscfd Canada; breakeven price

3.0 Bscfd Canada; $2.60 Chicago Price

6.0 Bscfd Y-split

6.0 Bscfd Y-split; breakeven Chicago price

6.0 Bscfd Y-split; $2.60 Chicago Price

6.0 Bscfd Y-split; 20 mill PILT

2+4 Y-split (10 MMTA)

2+4 Y-splil (10 MMTA); breakeven Chicago price

2+4 Y-split (10 MMTA); $2.60 Chicago Price«I

WV

Chicago
Price

$/MMBIu

n/a

n/a

n/a
3.75
1.75
2.60
3.75
1-72
‘2.60
3.75
3.75
1.97
2.60
3.75
0.51
2.60
3.75
3.75
0.97
2.60

LNG Price
(CIF E. Asia)

$/MMBtu

3.35
3.75
2.12
n/a
n/a
n/a

n/a

W f >, BEr

n/a
n/a
n/a
n/a
n/a
n/a
3.35
3.35
3.35
3.35
3.35
3.35
3.35

I'Vj

RESULTS (based on Bechtel cases 1-6]

EPC Cost

$ billions

13.8
13.8
13.8
10.5
10.5
10.5
11.4
11.4
1I1.4
11.4
9.2

9.2

9.2

18.4
18.4
18.4
18.4
17.4

ijl»e”

17.4

Total Cost

$ billions

19.3
19.4
19.3
14.9
14.7
14.8
16.1
15.8
15.9
16.1
12.9
12.8
12.8
25.8
25.8
20.7
25.8
23.8
23.7

23.7

Min
DSCR

ratio

1.70 x
1.93 x
1.0C x
3.19 x
1.00 x
1.94 x
3.30 x
1.00 x
2.01 x
3.30 x
2.55 x
1.00 x
1.55 x
2.80 x
1.00 x
2.20 x
2.80 x
2.96 x
1.00 x

2.13 x

Avc
DSCR

ratio

1.95 x
2.22 x
1.16 x
3.43 x
1.06 x
2.08 x
3.56 x

1.06 x

. 2.15x

3.56 x
2.76 x
1.07 x
1.67 x
3.51 x
1.28 x
2.76 x
3.51 x
3.61 x
1.24 x

2.62x

Wellhead Prudhoe

Gas Price

$/MMBIu

0.73
1.01
0.30
1.40
0.30
0.60
1.45
0.30
0.65
1.40
1.18
0.30
0.32
1.48
0.30
1.02
1.38
1.50
0.30

0.94

$

$ millions

1,099
1,437
577
2,833
849
1,395
3,291
1956

v om
1,674
3,177
1,573
559
584
4,255
1,235
3,073
4,001
4,319
1,235

2,872

15-Feb-04

State
$

$ millions

661
752
192
1,125
284
755
1247,
l .319
823
1,217
788
185
560
1,504
410
1,137
1,436
1,521
410

1,133

1
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Summary of Key Assumptions and Results

Case: 1 Valdez 2.6 Bscfd (L5SMMTA)

Capital Structure Timing Assumptions

Debt / Equity 100/0  Construction Begins 1-Oct-04

Senior Debt 18,062 Operations Bogin 1-Nov-08

Equity Fully Ramp ed 1-N03v1-%9
talFl n 18,002 eratjn ears .

G gf@&[ @Z\w

JBIC 1,531

Comm Bank 1 1,225 Flowrate (MM scfd) 3,970

Comm Bank 2 306 HHV (Btu/scf) 1,041

Loan 4 -

Loan 5 - ¢02 Retumed

Loan 6 - Flowrate (MM scfd) 924

E(q?ﬁtsy 15,000 HHV (Btu/scf) 676

Sub Debt - Gas Purchased

High-Yield Bonds - Flowrate (MM scfd) 3,046

Share C?)ital HHV (Btu/scf) 1,152
ub Bo count In¢g .

fntemﬁ eerated LNG Production

Bond Account Income 193 Flowrate (MM scfd) 2,264

Pro|Bct Cash Income 1,093 HHV (Btu/scf) 1,029

Prt!'ect Costs (§MV) Gas t0 Canadia (wiicuics conter)

EP 13,800 Flowrate (MM scfd) -

Owner's Contingency 6n HHV (Btu/scf) 1,160

Insurance 145

Land - Gas toCanach ||

Development Costs 100 Flowrate ( MMs

Owner Costs DC 84 HHY (Btu/scf

Line Pack 1

Working Capital 208 Liouids Sold by Project

Loan IDC 702 %FJ’G b)/ ! (Uj/(l) 154,000

Bond IDC 2,157 NGL -

Upfront Fee B

Commitment Foe 24 andsfm TolledGas (bb|/d)

Exposure Feo - LPG

Underwriting Feo 53 NGL

Sub Debt IDC - . _

Sub Debt Fees ~ Prices of Liguids ($/bb)

Debt Service Reserve 745 LPG 15.00

Total Project Cost 19,349 NGL" 16.50

Nc'es
The numbers presented ore annuel ligures for the fully ramped-up project.

2 Totalbene|dperMMBtu ofgus Into GUP less C02 stream.
3. Nethack an feedgasPruc
Pow into the GCP, Including C0

Taylor-DeJongli

ese gnces ere calculated based on total gas
stream end gas for fuel consumption.

4. Producerbenefits are expressed es pre-tax revenues.
5. Based on 2.7% pipeline fuel consumption and e $450 MM

Last Calculatedt

Cash HowRosults (f MV)*
LNG Revenue
Liquids Revenue
Canada Gas Revenue
Total Operating Revenue

Base Gas Purchase

Fixed O&M Expense

NGL Royalty and Severance
Total Operating Expenses

Income Taxes
Senior Debt Service

Average DSCR
Minimum DSCR
InYear

Subordinated Debt Service
Permits Amortization

PILT

Subordinated Pmt/ Other Use

Cash to AK and State / Dividend
LNG Project Prices (f/MM Biu)

LNG Price FOB Valdez

Assumed Shipping Cost
Implied LNG Price CIF Japan

Purchase Price($/MM Btu
Feed %ass $/ )

Base Price
Sub Paymentger MM Blu
Fifective Gas Purchase Price’

Gas tc Caneda Price (S/ MVIBLU)

Assumed Chicago Price
Tariff Alaska-Alberta-Chicago

Charge for Fuel / Fractination?

Gas Valuo at Canadian Border

A

2,221
801

3022

365
158

523

1,490

1.95x
1.70 x
2022

30
114
522
370

cost of fractionation ptent, amortized qver 5165 ¥rs at 12% equity retumn

0. Based on 0 sales price of PIO/bbland S3.

APS tariff

e, Ao o

Benefits to Stalo (SMV)'

Royalty &Severance on Gas 171
Royally & Sev. on NGLs and Oil 37
Slalu CIT Revenues 84
Total Slate Tax Revenues 201
Project Cnsh to Stale 222
Total Stale Revenues 513
PILT 114
Benefits to Communities

Project Cash to Munis 148
Total to AK State & Communities 661
Total AK State & Muni NPV @ 7.3% 6,266
Subordinated Payment/Benefit Distribution

Total Benefit Genérated 522
Benefit per MMBtul 0.43
Allocated to Increasing Netback 522
Total Available for Other Stakeholders (0)
Benefits to Producers ($ MW"

Revenues from Base Gas Sale 365
Revenues from Sub Payment 522

Revenues from NGLs 212
Canada Tolling Netback -
Valdoz Tolling Ne'Jiack

Total Producer Revenues 1,09§
Present Value of Producer Revenues

Producer NPV @ 12.0% 5,096
Valuation Date Sop-04
Project Returms

Owner Distribution (SMM/yr) 370
Equity IRR 0.0%
Equity NPV' @ 12.0% 1,690
Valuation Date Sep-04

7. AGPA Cases: Represents the NPV 0fS370 mllllonper}/ear
retained by A SPA for distribution to the Stale, munis, efc
Private Cases: Represents the leveraged NPV of the private
dividend distribution.
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Summary of Koy Assumptions and Results

Case: la

ital Structure
Debt/Equity
Senior debt
EquityF. .
otal Financing
niorw)t
JBIC
Comm Bank 1
Comm Bank 2
Loon 4
Loan 5
Loan 6

onds

)

Sub Debt
High-Yield Bonds
Shgrg Ca[\fital I
ub Bo count Income
fnternﬁ y%fenerate&&h
Bond Account Income
Project Cash Income

EFr%ect Costs (SMV)

Owner's Contingency
Insurance

Land

Development Costs
Owner Costs DC
Line Pack

Working Capital

Loan IDC

Bond IDC

Uplront Feo
Commitment Fee
Exposure Foe
Underwriting Feo
Sub Debt IDC

Sub Debt Fees

Debt Service Resorvo

Total Project CoBt
Notes:

Valdez 2.6 Bscfd (15MMTA); $3.75 CIF
Timing Assumptions

100/0  Construction Bogins l-0cl-04
17912 Operations Begin 1-Nov-08
Fully Rampod-Up 1-Nov-09
17.912 erating Poriod ea(r)ﬂS 310
?rqg{; (ot
1,456
1,165 Flowrate (MM scfd) 3,970
291 HHV (Btu/scf) 1,041
¢02 Retumed
- Flowrate (MM sc(d) 924
15,000 HHV (Btu/scf) 676
Gas Purchased
- Flowrate (MM scfd) 3,046
. HHV (Btu/scf) 1,152
LNG Proclction
194 Flowrate (MM sctd) 2,264
1,256 HHV (Btu/scf) 1,029
Gas to Canech (icuics content
13,800 Flowrate (MM ‘scfd) -
690 HHV (Btu/scf) 1,160
145 C ey -
- Gaslo Canada (icuios stripped)
100 Flowrate (MM scfd)
84 HHV (Btu/scf)
1 . .
235 Liuios Soldl by Project (kb
101 CL*F!G by k (lﬁd) 154,000
2,157 NGL ;
29 -
21 Liouics om Toled Ges (bblc)
- LPG
53 NGL
Prices of Liuics (f/ o)
1731 LPG 1500
19,362 NGLO 6,50

1. The numbers piusented ere annual figures lor the hilly nunped-up project

2. Total benefit per MMBtu ot
3. Nethack an teodg_astc
flow into the GCP,"Inc

Taylor-DeJongh

i

uding C0

as into OCP less CO?, stréam.
ese grlces are calculated hasod an lot i/ gas
stream and gas torfuel gonsumpuan

4. Pmlucerbenefits are expressed as pre-tax revenues
ipeline tuet consumption and a $4 S0 MM

5 Basedon2 7%
cost at hectiona

Last Caloulatect

Cash Fow Restlts ($ MM’

LNG Rovenuo

Liquids Rovonuo

C inada Gas Rovonuo
Total Operating Rovonue

Base Gas Purchase

Fixed O&M Expense

NGL Royally and Sevjranco
Total Operating Expe Is0s

Income Taxes
Senior Debt Servico

Average DSCR
Minimum DSCR
In Year

Subordinated Debt Service
Permits Amortization
PILT

Subordinated Pmt/ Other Use
Cash to AK and State / Dividend

LNGProject Prices (SMMBtu)

LNG Price FOB Valdez
Assumed Shipping Cost

Implied LNG Price CIF Japan
s Purchase Price(S/ MVIBL)

Feed Gas Base Price
Sub Payment ger MM Btu
Effective Gas

Assumed Chicago Prico

Tariff Alaska-Alberta-Chicago
Chargo tor Fuel / Fractination0

Gas Valuo at Canadian Bordo-

E’

urchase PricoJ

Gas to Canada Price (2 / MMBIU)

2,545
801

3,346

365
158

523

1,475

2.22 %
1.93 x
2022

30
114
860
310

lon plant. amodUed over ISyrs ot 12% equity return
6. Based on a sales price 0tS20/bb! and S3.fi0 TAPS tariff

Tor | . 0K
Ejfﬁaqer% Fow 0K
Benefits to Stato (SMM)L

Royalty & Severance on Gas 235

Royalty & Sev. on NGLs and Oil 31
State CIT Ravenuos 109

Total Slate Tax Revenues 382
Project Cash to Stale 222
Total Stato Revenues 634
PILT 114
Benefits to Communities

Project Cash to Munis 148
Total to AK State 8, Communities 752
Total AK Slate 8, Muni NPV @ 7.3% 7,160
Suborclinated Payments Benefit Distribution

Total Benefit Generated 860
Bonelit per MMBtu* 011
Allocated to Increasing Netback 360
Total Available for Other Stakeholders 0)
Benefits to Procucers (SMV)

Revenues from Base Gas Sale 365
Revenues from Sub Payment 860
Rovenuos from NGLs 212
Canada Tolling Netback -
Valdez Tolling Netback :
Total Producer Revenues 1,437
Present Value of Proclicer Revenues

Producer NPV @ 12.0% 6,898
Valuation Date Sop-04
Project Returns

Owner Distribution (SMM/yr) 370
Equity IRR 0.0%
Equity NPV* @ 12.0% 1,690
Valuation Dale Sop-04

7. AGPA Cases: Represents the NPV of S370 million per year
retained by AGPA tar distribution to the Stale, munis, efc.
Private Casns; Represents the leveraged NPV ofthe private
dividend distribution.



Gy p g abed
T a3

Summary of Key Assumptions and Results

Case: 1b Valdez 2.6 Bscfd (15MMTA); breakeven LNG price

Capital Structure Timng Assumptions

Debt / Equity 100/0  Construction Begins 1-Oct-04

Senior Debt 18.524  Operations Begin 1-Nov-08

Equity Fully Ramped;Ué) 1-Nov-09
otal Fi rﬁng 18.524 eratin F;ng ears 310

nior ?Hé(] Uunptio

JBIC 1,762

Comm Bank 1 1,410 Flowrate (MM scfd) 3,970

Comm, Bank 2 352 HHV (Btu/scf) 1,041

Loan 4 ,

Loan 5 c02 Retumod

Loan 6 : Flowrate (MM scfd) 924

E([)Eﬁtsy 15,000 HHV (Btu/scf) 676

Sub Debt Gas Purchased

High-Yield Bonds Flowrate (MM scfd) 3,046

Shgre Capital HHV (Btu/scf) 1,152
up Bond Account Income .

fntern% nevated Cagh LNGProdiuction

Bond Account Income 188 Flowrate (MM scfd) 2,264

Project Cash Income 596 HHV (Btu/scf) 1,029

Pr%ect Costs (5 MM Gas |0 Canaca (wiiquics oontert)

EP 13,800 Flowrate (MM scfd) -

Owner's Contingency 690 HHV (Blu/scf) 1,160

Insurance 145 C

Land - Gasto Canaoh (liouics stripped)

Development Costs 100 Flowrate (MM scfd)

Owner Cosls DC 84 HHV (Btu/scf)

Lino Pack 1 . .

Working Capital 125 Liouios Sold by Project (oki/0)

Loan IDC 704 LPG 154,000

Borf1d IDC 2,157 NGL -

Upfront Fee 35 ..

Commitment Foe 36 Liquios from Tolled! Gas (bbl/a)

Exposure Feo - LPG

UngerwtrJiting Foe 53 NGL

Sub Debt IDC . . .

Sub Debt Fees Prices of Liquics ($/bbl)

Debt Service Reserve 768 LPG 15.00

Total Project Cost 19,308 NGL* 16.50

Notes:

1. The numbers presented nre unnuei figures tor Itre fully rampod-vp pmiect.
2. Totalbenefitper MMBtu of gas Into GCP less C02 stréam

rices nre calculated based on total gas
sl/eam and gas for tuel consumolkim.

3. Netback an teedgasPr\(c aso
flow Into lire GCP."Including C0

Taylor-DeJongh

)

Last Calculated

Cash rlow Resuits (s MM’
LNG Revenue

Liquids Rovonuo

Canada Gas Revenue

Total Operating Revenue

Base Gas Purchase

Fixed OSM Expense

NGL Royally and Severance
Total Operating Expenses

Income Taxes
Senior Debt Service

Average DSCR
Minimum DSCR
InYoar

Subordinated Debl Service
Permits Amortization

PILT

Subordinated Pmt / Other Use
Cash to AK and Stale / Dividend

LNGProject Prices (S/MM Btu)
LNG Price FOB Valdez

Assumed Shipping Cost
Implied LNG Price CIF Japan

Purchase Price(§/MM Blu)
Feed Gas Baso Prico
Sub Payment per MM Blu
Effective Gas Purchase PricoJ

(s to Canada Price (MM Btu)

Assumed Chicogo Prico
Tariff Alaska-Alberta-Chicago
Charge for Fuel / Fractination5

Gas Valuo at Canadian Border

4. Producer bunefils ate expressed as pro-tax revenues.

5. Based on 2.7% P_lpelme uel consumption and 0 5450 MM
cost ot fractionation plant, amortized over 15 )Frs at 12% equity return

5 Based on a sales price 0t 520/bblend 53 50

APS taritt

523

1,537
116 x

1.00 x
2022

0.30
0.30

3.75
1.20
0.12

243

1or Chods:
Oert Cash Flow
Benefits to State (SMM)

Royally & Sevorance on Gas 115
Royally & Sev. on NGLs and Qil 37
Stale CIT Revenues 40
Total Stato Tax Revenues 192

Project Cash to Stale
Total Stale Revenues

PILT
Bonoflts to Communities

Project Cash to Munis

192

Total to AK State & Communities 192

Total AK Slato & Muni NPV @ 1.3%
Subordinated Payment/Benefit Distribution

Total Benefit Generated
Benefit per MMBtU'

Allocated to Increasing Netback
Total Available for Other Stakeholders

Benefits to Producers (S MV'

Revenues from Base Gas Sale
Revenues from Sub Payment
Rovenuos from NGLs

Canada Tolling Netback
Valdez Tolling Nethack

Total Producer Revenues

Present Value of Producer Revenues
Producer NPV @ 12.0%
Valuation Date

Project Returms

Owner Distribution (SMM/yr) -
Equity IRR 0.0%
Equity NPV' @ (2702
Valuation Date Sop-0

7. AGPA Cases: Represents the NPV 0f 5370 miIIionper%/ear
retained by AGPA tor distribution lo the Slate, munis, efc.
Private Cases: Represents the leveraged NPV ofthe private
dividend distribution.

365
212

517

2,895
Sop-04

12.0%
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Summary of Key Assumptions and

Case: 2 4.0Bscfd Ca
ital Structure
Debt/Equity 100/0
Senior Debt 14,413
e 14413
otal Financin ,
nlorﬁerbt !
JBIC 206
Comm Bank 1 165
Comm Bank 2 41
Loan 4 -
Loan 5
Loan 6 -
onds 14,000
Sub Debt
High-Yield Bonds -
Shgre Capital -
upb Bond Account Income -
It fi/ nerated Cah
Bond Account Income 474
Prc|ect Cash Income -
Project Costs (f
EPJ ( NM 10,500
Owner's Contingency 525
Insurance 110
Land .
Development Costs 100
Owner Costs DC 80
Line Pock 47
Working Capital 301
Loan IDC 0
Bond IDC 2,593
Upfront Fee 4
Commitment Fee 8
Exposure Fee -
Underwriting Fee 49
Sub Debt IDC .
Sub Debt Fees -
Debt Service Reserve 569
moltal Project Cost 14,887
olaz:

1. Tha numbers pnjsontad are annual figures lor Ifig fully ramped-up project
) GCP lass C02 stréam
ase grlces ere calculated based on total gas

2. Total benefitper
3. Netbackan IoedgasFru_c
fiber Into the GCP, Including C0

MBtuoIﬁas Into G

Taylor-DeJongh

stream end gas lor fuel consumption.

Timing Assumptions
Constr;%ction gegi[ns 1-Oct-04
Operations Begin 1-Nov-08
Fully Eam%ed;UéJ LNO%’(-)OOB
orating Period (years :
%{ﬁﬁg&uﬁﬁmﬁs
Flowrate (MM scfd) 5,830
HHV (Btu/scf) 1,047
¢02 Retumed
Flowrate (MM scfd) 1,343
HHV (Btu/scf) 676
Gas Purchased
Flowrate SMM scfd) 4,487
HHV (Blu/scf) 1,158
LNG Prociction
Flowrate (MM scfd)
HHV (Btu/scf) 1,160
Gasto Canach (whicpics conterd)
Flowrate (MM scfd) 3,893
HHV (Btu/scf) 1,160
Gas to Canedha (icuids st
Flowrate (MM(ls%l) HEG) 3,563
HHV (Blu/scl) 1,021
Licuios Sold by Project (bulid)
LPG 221,000
NGL
Li(L;ggsfrom Tolledl Ges (bbl/d)
NGL
Prices of Liids (/ bbl)
LPG 15.00
NGL 16.50

5 Basedon2 7%

Lest Calouiatedt 161
Cash Flow Restilts ( MV’

LNG Revonuo

Liquids Revenue

Canada Gas Revenue
Total Operating Rovenuo

Baso Gas Purchase

Fixed O8IM Expense

NGL RoyaIIY. and Severance
Total Operaling Expenses

Income Taxes
Senior Debt Service

Average DSCR
Minimum DSCR
InYear

Subordinated Debt Service
Permits Amortization

PILT

Subordinated Pmt/ Other Use
Cosh lo AK and Stalo / Dividend

LNGProject Prices (S/MM Btu)
LNG Price FOB Valdez

Assumed Shipping Cost
Implied LNG Price CIF Japan

s Purchase Price(S/ MMBHu)
Feed Gas Baso Price
Sub Payment per MM Btu
Effective Gas Purchase Pricel

Gas fo Canada Price (/MM Btu)

Assumed Chicago Price
Tariff Alaska-Alborta-Chicago
Charge for Fuel / Fractination’

Gas Value at Canadian Border

4. Ptoducsrbenefits are expressed as pro-lay revenues.
ipeline fuel consumption énd a S450 MM
cost of fractionation plant, amortized over lSyrrs at 12% equity return
6 Based on a solas price of S2tvhbland $3.50

APStarilt

B

1,165
3,066
1231

541
75

616

1,138

34)x
3.19x
2022

30
114
1,983
310

E%erede
ciert Cash How:

Benefits to State (f MV
Royalty &Sevorance on Gas
Royally 8 Sev. on NGLs and Ol
Slate CIT Revenues

Total Stale Tax Revenues

Project Cash lo State
Total Slate Revenues

PILT

Benefits to Communities
Project Cash to Munis

Total lo AK State & Communities

Total AK Stato & Muni NPV @ 7.3%

Subordinated Payment/Benefit Distribution

Total Benefit Genérated
Benefit per MMBtu*

Allocated lo Increasing Netback
Total Available for Other Stakeholders

Benefits to Producers (SMV)"
Revenues from Base Gas Sale
Revenues from Sub Payment
Revenues from NGLs

Canada Tolling Netback

Valdez Tolling Nethack

Tolal Producer Revenues

Present Value of Prodlucer Revenues
Producer NPV @ 12.0%
Valuation Date

Project Retums

Owner Dislribution (SMM/yr)
Equity IRR

Equity NPV' @

Valuation Date

12.0%

0K
0K

485

54
216
755

222
977

114

148
1,125
10,601

1,983
1.10

1,983
0

541
1,983
309

2833

14,659

370
nfa

1,904
Sep-04

7. AGPA Cases; Represents the NPV uf S370 million per year
retained by AGPA for distribution to the Slate, munis, efc.
Private Cases: Represunts the leveraged NPV ofthe private

dividend distribution.
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Summary of Key Assumptions and Results
Last Calcuiatedt 6Feb4 B r.(he%g:
gﬂﬁuent hAow

Case: 2. 4.0 Bscfd Canada; breakeven price 133 AV
Capital Structure Timing Assumptions Cash Flow Results (SMV)' Benefits to Stato (SMV)’
Debt/ Equity 100/0  Construction Begins 1-Oct-04  LNG Revenue : Royally & Severance on Gas 171
Senior Debt 14183 Operations Begin 1-Nov-08 Liquids Revenue 1,165 Royalty & Sov. on NGLs and Oil 54
Equity - Fully Rampod-U 1-Nov-03  Canada Gas Revenue 542 Slalo CIT Revenues 59
g(élal Fi&r}gting 14,183 eratin F;&rslg oarls%S 30.0 Total Oporating Rovonuo 1,708 Total Stato Tax Revenues 234
Al ?pr Lo
JBIC 92 Base Gas Purchase 541 Projoct Cash lo Stale
Comm Bank 1 73 Flowrate (MM scfd) 5,830 Fixed O&M Expense 75 Tolal State Revenues 284
Comm Bank 2 18 HHV (Btu/scf) 1,047 NGL| Royalty and Sevoranco :
Loan 4 - Total Operating Expanses 616 PILT
Loan 5 - ¢02 Retumed , ..
Loan 6 - Flowrate sMM scfd) 1343 Income Taxes _ Benefits to Communities
onds 14,000 HHV (Blu/scf) 676 Senior Deht Servico 1,115 Project Cash lo Munis
E(LUIty
Sub Debt - Gas Purchased Average DSCR 1.06x  Total to AK Stato & Communities 284
Hri]gh-YieId B(inds - Flowr(ate (/Ml\f/)l scfd) HE; Milnir\r}um DSCR 1.20002%( Total AK Stato & Muni NPV @ 7.3%
Share Capita - HHV (Btu/sc : nYear . N
Fub Boaqff ccount g}ﬂ% - . . , Subordinated Payment/ Benefit Distribution
ntemally Generated Cash LNG ProcLction Subordinated Debt Service M Total Benefit Genérated
Bond Account Income 475 Flowrate (MM scfd) - Permits Amortization : Benefit per MMBtu*
Project Cash Income - HHV (Blu/scf) 1,160 PILbT fnated Pt Oth .
. .. Subordinated Pmt / Othar Use - Allocated to Increasing Netback
Pr(()Ject Costs (f MV 0500 GaﬁtoCamda( (V\ﬂf!j%}]l(bd][el | 2803 Cash to AK and State / Dividend Tolal Available for Other Stakeholders
EP , Flowrate (MM sc , . . . "
Owner's Contingency 525 HHV (Btu/sc) 1,60 LNGProject Prices (SMMB) Bonafits to Prodicers (SMV)
Insurance 110 C g s LNG Price FOB Valdez 2.75 Revenues from Base Gas Sale b4l
Land - Gas toCarado(ImdssMppeu) Revenues from Sub Payment .
Development Costs 100 Flowrate (MM scfd) 3,563 Assumod Shipping Cost 0.60 Revenues from NGLs 309
OwnerCl(()sts DC 80 HHV (Btu/scf) 1,021 Implied LNG Prico CIF Japan 3.35 Ca|r:jada Tfl)llling Neébaﬁk -
Line Pac 47 . . Valdez Tolling Netbac -
Working Capital 91 Liouics Sold by Project (bblid) Feed%as Purchase Pricu(§MM Biu) Total Producer Revenues 849
Loan IDC 0 LPG 224,000 Feed Gas Base Price 0.30
30r;d IDC 2593 NGL : E?fb P;ayng;ent per nr/]uw Btg 3 Present Vlue of Producer Revenues
Upfront Fee 2 . ective Gas Purchase Prico 0.30 Producer NPV @ 12.0% 4,465
Commitment Fee 4 UQI(BfTOIT]Td|€dG65(bb|/d) . Valuation D a e Sep-04
Exposure Feo - PG - Gas to Canaca Price (SMMBu) .
Underwriting Foe 49 NGL - Assumed Chicago Price 175 Project Retums
Sub Debt IDC - . . Tariff Alaska-Alberta-Chicago 1.20 Owner Distribution (SMM/yr) :
Sub Debt Foes - Prices of Liquids ($/1odl) Chargo for Fuel / Fractination4 012 Equity IRR y
Debt Service Reserve 557 LPG 15.00 Equity NPV' @ 12.0% M
Total Project Cost 14,658 NGL" 16.50  Gas Value at Canadian Border 043  Valuation Date Sep-04
Notes:
1. Thu numbers presented are annualfigures for the fully ramped-up project 4. ProducerhonaTilsare expressed es ore-lax revenues. 7 AGPA Caros: Represents the NPV 0f §370 millionperyear
2. Total benefit per MMBtu ofﬁes Into ccp loss CO2 stream. 5. Basedon 2.7% Plpelme uel consumption end a $450 mm retained by AGPA for distribution to the Stole, munis, efc.
3. Nethack end feedgas Pruc ese gncas ere calculated based on total gas cost of Irechonetlon plant, amodized over 15yrrs at 12% equity retum Private Cases' Represents the leveraged NPV of the private
flow Into the GCP, Including C02 stream end gas lor fuel consumption. 6. Based on a sales price 0f$28'bbtand $3.50 TAPS tariff dividend distribution.

Taylor-DeJongh
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Summary of Key Assumptions and Results

4.0 Bscfd Canada; $2.60 Chicago Price

Case; 2.

ital Structuro

Debt/Equity
Senior Debt
quui}y

olal Financijn
SRAior
JBIC

Comm Bank 1
Comm Bank 2
Loan 4

Loan 5

Loan 6

nd
LI

Hlgh-Yleld Bonds
Shgre Capital

up Bond Account Incomo
fnterne{iﬁ/ Peraied Lash
Bond Account Income
Project Cash Income

EFr%ect Costs (SMV)

Owner's Contingency
Insurance

Land

Development Costs
Owner Costs DC
Line Pack

Working Capital

Loan IDC

Bond IDC

Upfront Fee
Commitment Foo
Exposuro Fee
Underwriting Feo
Sub Debt IDC

Sub Debt Fees

Debt Service Reserve

Total Project Cost
Notes:

100/0
14,281

14281

140
112
28

14,000

475

10,500
525
110

100
80
4

180

0
2,50(3)
3

G

19
562
14755

Timing Assumptions
Cons[rxhlction ggns 1-Oct-04
Operations Begin 1-Nov-OB
Fully Rampped;U(F 1-N03\6-%8
erating Period (years .
i
Flowrate (MM scfd) 5,830
HHV (Blu/scf) 1,047
c02 Refumed
Flowrate (MM scfd) 1,343
HHV (Btu/scf) 676
Gas Purchased
Flowrate SMM scfd) 4.4B7
HHV (Blu/scf) 1,158
LNG Prodction
Flowrate (MM sctd) -
HHV (Blu/scf) 1,160
Gas 10 Canach (wiquios oontar)
Flowrale (MM scfd) 3,893
HHV (Blu/scf) 1,160
Gas t0 Canac (iouics st
Flowrate (M M(s%) HH]) 3,563
HHV (Btu/scf) 1,02
Liouics Sol7 by Project (ot
%G by k (qu) 224,000
NGL -
Ligicfom Tl G o)
LP
NGL
Prices of Liquics ($/bbl)
LPG 15.00
NGL" 16.50

1. The numbers presented are annual figures for the fully ramped-up project
Has into GCP less CO2 stream.

2. Tolal benefitper MMBtu of
3. Nelbuck an feedgasrpruc
U

[tow Into the GCP,"Inc|

ding CO

ase gnces ere calculated based on total gas
stream and gas tor fuel consumption.

4. Producer benefits ere expressed as pre-tax revenues.

5. Based on 2,7% pipeline fuel consumption and e $450 MM

Last Calculatect

Cash HowReslts (5 MM
LNG Revenue

Liquids Rovenue

Canada Gas Rovenue

Total Operating Revenue

Base Gas Purchase

Fixed O&M Expense

NGL Royalty and Severance
Total Operating Expenses

Income Taxes
Senior Debt Service

Average DSCR
Minimum DSCR
In'Year

Subordinated Debt Servico
Permits Amortization

PILT

Subordinated Pmt / Other Use

Cash to AK and Stato / Dividend
LNGProject Prices (§/ MVIBt)

LNG Price FOB Valdez

Assumed Shipping Cost
Implied LNG Price CIF Japan

Purchase Prico(S/ MVIBt)

Feed Gas Base Price
Sub Payment per MM Blu

Effective Gas Purchase Price'l

Gas fo Canada Prico ($/MM B

Assumed Chicago Prico
Tariff Alaska-Alberta-Chicago

Charge for Fuel / Fractination5

Gas Value at Canadian Border

i

1,165
1,615
2,180

541
75

616

1125

2.08 x
1.94 x
2022

30
114
545
310

0.30
0.30
0G0

2.60
1.20
0.12

1.28

cost of fractionation plant, amortized overslg )Frs el 1295 equityreturn

G Based on a sales pnee of$20/hbl and $3.

APS tariff

i ;
ognt Cush How 0K
Benefits to Stote ($ MV):

Royalty & Severance on Gas 221
Royalty &Sev. on NGLs and Qil 54
Slate CIT Revenues 105
Total Stato Tax Revenues 3B5
Project Cash to Stato 222
Total Stale Revenues 607
PILT 114
Benefits to Communities

Projoct Cash to Munis 148
Total to AK Stato & Communities 755
Tolal AK State & Muni NPV @ 7.3% 7,493
Suborclinated Payment/ Benefit Distrittion

Tolal Benefit Generated 545
Benefit per MMBtU' 0.30
Allocated to Increasing Nethack 545
Total Available for Other Stakeholders_——— (o)
Benefits to Producers ($ MV}«

Revenues from Base Gas Sale 541
Revenues from Sub Payment 545
Revenues from NGLS 309
Canada Tolling Netback .
Vnidez Tolling Netback -
Total Producor Revenues 1,395
Present Value of Producer Revenues

Producer NPV @ 12.0% 7,257
Valuation Date Sep-04
Project Returns

Owner Distribution (SMM/yr) 370
Equity IRR 0.0%
Equity NPV'@ 12.0% 1,893
Valuation Date Sep-0*'

7. AGPA Cases; Represents the NPV of $370 million per
retained by AGPA for disinbutlon to the Stale, munis, e

k/ear
C

Private Cases: Represents the leveraged NPV or the private

dividend distribution.
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Summary Of Key Assumptions and

Case: 3. 4.5Bscfd Ca
ital Structure
Debt/Equity 100/0
Senior Debt 15.615
Equi}yF. . :
otal Financing 15,615
Eenlor rb'[
JBIC 307
Comm Bank 1 246
Comm Bonk 2 61
Loan 4 :
Loan 5
Loar(lj 6 -
on 15.000
el
Sub Debt
High-Yield Bonds :
Shgre Capital
ub Bo count Income
e ﬁ/ nerated Cash
Bond Account Income 464
Project Cash Income -
Project Costs ($
EPJ ( IVM 11,400
Owner's Contingency 570
Insurance 120
Land .
Development Costs 100
Owner Costs DC 80
Line Pock 53
Working Capital 339
Loan IDC 9
Bond IDC 2,718
Upfront Fee
Commitment Fee 12
Exposuro Fee :
Underwriting Feo 53
Sub Debt IDC
Sub Debt Fees
Debt Service Reserve 620
Total Project Cost 16,078
Notes:

1. The numbers presented are annualfigures lor the fully ramped-up project.

2. Tolal benefitper MMBtu ofgas Into CCP less C02 stream.

3. Netback and feedgas Prélcbese grlces ore calculated based on tolal gas
udi stream end gas lor fuel consumption.

Pow Into the CCP. Including 00

Taylor-DeJongh

Timing Assumptions
Cons[;%ction g}g))i[ns 1-Oct-04
Operations Begin 1-Nov-08
Fully Rampod-Up 1-Nov-08
eratjn F;&rsigd( 0ars 30.0
?Hf‘g (Tt
Flowrate (MM scld) 6,559
HHV (Btu/scf) 1,047
c02 Retumed
Flowrate (MM scfd) 1511
HHV (Blu/scf) 676
Gas Purchesed
Flowrate (MM scfd) 4,959
HHV (Btu/scf) 1179
LNG Prodliction
Flowrate $MM scfd) -
HHV (Btu/sn*) 1,160
(as.0 Canecka (w liouios contert)
Flowrate (MM mid) 4,379
HHV (Btulscf, 1,160
(Gas to Canach (liouick st
Flowrate (MM(ls?f(Ji) Hm) 4,008
HHV (Btu/scf) 1,021
Licuios Soldl by Project
CEUPIG b)/ ’ (Ufi/(]) 252,000
NGL ;
Liqjgsfrom TolledlGas (bbl/a)
LP
NGL
Prices of Liquids ($/bbl)
LPG 15.00
NGL* 16.50

Last Calcuiatect
Cash HowResults (5 MV’

LNG Rovenue

Liquids Revenue
Canada Gas Revenue
Tolal Operating Revenue

Base Gas Purchase

Fixed O&M Expense

NGL Royalty and Severance
Total Operating Expenses

Income Taxes
Senior Debt Service

Average DSCR
Minimum DSCR
InYear

Subordinated Debt Service
Permits Amortization

PILT

Subordinated Pmt/ Other Use
Cash lo AK and State / Dividend

LNG Project Prices ($/ MVIB)
LNG Price FOB Valdez

Assumed Shipping Cost
Implied I NG Price CIF Japan

s Purchase Price($/MM Btu)
Feed Gas 3ase Price
Sub Payment per MM Btu
Effective Gas Purchase PricoJ

Gas t0 Canada Prico (/MM Btu)

Assumed Chicago Price
Tariff Alaska-Alberta-Chicago
Charge for Fuel / Fradinalionl

Gas Value at Canadian Border

4. PioducerboneTilsare expressed as pre-tax revenues.

5 Based on 2.7% pipeline tuel consumption and a $450 MM
cost offractionation plant, amortized over 15 ¥rs el 12% equliy return

0. Based on a sales price ot S20fbbl and $3.50

APS tariff

16-Foh-04
143AM

1311
3.449
1760

608
85

693

1,239

3.56x
3.30 X
2022

30
114
2,336
310

0.30
115
145

3.5
1.20
0.12

243

%b%h Fow

Bengfits to State (SMV)°
Royally & Severance on Gas
Royalty & Sov. on NGLs and Oil
State CIT Revenues

Tolal Stato Tax Revenues

Project Cosh to State
Total Slate Rovenues

PILT
Benefits to Communities

Project Cash to Munis

Total to AK Slate & Communities

Tolal AK Slate & Muni NPV @ 7.3%

Suborcinated Payment/Benefit Distribution

Total Benefit Generated
Benefit per MMBtuv

Allocated lo Increasing Netback
Total Available for Other Stakeholders

Benefits to Producers ($ MM«
Revenues from Base Gas Sale
Revenues from Sub Payment
Revenues from NGLs

Canada Tolling Netback

Valdez Tolling Nolback

Total Producer Revenues

Present Value of Procucer Rovenues
Producer NPV @ 12.0%
Valuation Date

Project Retums

Owner Distribution (SMM/yr)
Equity IRR

Equity NPV' @

Valuation Date

12.0%

7. AGPA Cases Re resentslthe,NPVof$370millionperrear
retained by AGPA for distribution to tho Stale, munis, ofc

0K
0K

566

b1
250
877

222
1,099

114

148
1,247
11,656
2,336
115

2,336
0

608
2,336
348

3,291

17,016
Sep-04

370
nn
1,920
Sep-04

Private Cases: Represents the leveraged NPV oftho private

dividend distribution.
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Summary of Key Assumptions and Results

4.5 Bscfd Canada; breakeven price

Case: 3a

Capital Structure
Debt / Equity
Senior Debt
i
olal Financin
Sofior St
JBIC

Comm Bank 1
Comm Bank 2
Loan 4

Loan 5

Loan 6

onds
Sub Debt
High-Yield Bonds
Shgre Capital

ub Bo count Income
e fi/ nerated Cash
Bond Account Income
Project Cash Income

E’E%ect Costs (f MV)

Owner's Contingency
Insurance

Land

Development Costs
Owner Costs DC
Line Pack

Working Capital

Loan IDC

Bond IDC

Upfront Feo
Commitment Foe
Exposure Feo
Underwriting Foe
Sub Debt IDC

Sub Debt Foes

Debt Service Reserve
Total Project Cost
Notes:

100/0
15,352

15352

170
141
35

15.P0O0

464

11,400
570
120

100
80

53

99

8
2,718
4

b

53

606
15,816

TimngAssumptions
Constrngction g(;gins 1-Oct-04
Operations Bogin 1-Nov-08
Fully R.ampPedTUé) 1—N%\6-%8
eratng Period (years .
%{fﬁq@&w%ﬂoﬂs
Flowrate (MM scfd) 6,559
HHV (Btu/scf) 1,047
C02 Retumed
Flowrate (MM scfd) 1511
HHV (Btu/scf) 676
GasPurchased
Flowrate (MM scfd) 4,959
HHV (Btu/scf) 1,179
LNG Prockiction
Flowrate (MM scfd) -
HHV (Btu/scf) 1,160
Gas 10 Canech (liquics conter)
Flowrate (MM scfd) 4,379
HHV (Btu/scf) 1,160
(Gas to Canedh (iouick
Flowrate (M M(lsgﬂil) HHI) 4,008
HHV (Blu/scf) 1,021
Licuios Sold by Project (o
%G by ! (Uj(l) 252,000
NGL -
Li%?frodeledGas(bbl/d)
NGL
Prices of Liuids (f/bbl)
LPG 15.00
NGL" 16.50

1. Thonumbers presented are annual liqures lor the fully ramped-up project.
ﬁas Into GCP less C02 stréam.

2. Tolalbenehlper MMBtu of

3. Nethackan feedgasFlérp s
uding

flow Into the GCP."Inc

Taylor-DeJongh

ase grices are calculated based on total gas
stream and gas for fuel consumption.

4. Producer benefits are expressed as pre-tax revenues.

Last Caloulatedt l%m

Cash How Resuits (SMM)'

LNG Revenue -

Liquids Revenue 1311

Canada Gas Revenue 568

Tolal Operating Revenue 1,878

Base Gas Purchase 608

Fixed O&M Expense 85

NGL Royalty and Severance -

Total Operating Expenses 693

Income Taxes :

Senior Debt Service 1,212

Avarago DSCR 1.06 x

Minimum DSCR 1.00
In Year 2022

Subordinated Debt Service

Permits Amortization

PILT

Subordinated Pml / Other Uso

Cash to AK and State / Dividend

LNGProject Prices ($/MVIB)

LNG Price FOB Valdez 2.15

Assumed Shipping Cost 0.60

Implied LNG Price CIF Japan 3.35

s Purchase Pricc($/ MVIBt)

Feed Gas Base Price 0.30

Sub Payment Ber MM Btu

Effective Gas Purchase PriceJ 0.30

(Gas to Canacia Price ($/ MMIBtU)

Assumed Chicago Prico. 172

Tariff Alaska-Alberta-Chicago 1.20

Charge for Fuel / Fractinalion5 0.12

Gas Valuo at Canadian Border 0.40

5. Based on 2.7% pipeline fuel consumption and a S450 MM

cost of fractionation p
6. Based ona soles price 0

lant, amortired over 15yrs at 12% equity return
[S20/bbland $3.50 TAPS tari

T

%&glt%h How.

Bonofits in Stato (5 MV)

Royalty & Sovorance on Gas

Royalty & Sev. on NGLs and Ol

State CIT Revonuos
Total Stale Tax Revenues

Project Cash lo State
Tolal Stato Revenues

PILT
Benefits to Communities

Project Cash to Munis

Total to AK Stato & Communities

Total AK Slate & Muni NPV @

Subordinated Payment/Benefit Distribution

Tolal Benefit Generated
Benefit per MMBtu'

Allocated lo Increasing Netback
Total Available for Other Stakeholders

Bengfits to Producers (§ MWL

Revenues from Base Gas Sale

Revenues from Sub Payment
Revenues from NGLs
Canada Tolling Nethack
Valdoz Tolling Netback

Total Producer Revenues

Present Valuo of Producer Revenues

Producer NPV @
Valuation Oato

Project Rotums

Owner Distribution (SMM/yr)
Equity IRR

Equity NPV' @

Valuation Date

7. AGPA Cases; Represents tho NPV of $370 million per
retained by AGPA for distribution to the State, munis, e

192
il
66

319

319

319

608
348

956

5,025
Sep-04

0.0%
(488)
Sep-04

ear

Private Cases; Represents the leveraged NPV ol the private

dividend distribution.
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Summary of Key Assumptions and Results

4.5Bscfd Canada; $2.60 Chicago Price

Caso: 3.b

ital Structure

Debt/ Equity
Senior Debt
Equi}y
otal Financin

nior rb'[g
JBIC
Comm Bank 1
Comm Bank 2
Loan 4
Loan 5
Loan 6

nds
Sub Deht
High-Yield Bonds
Shgre Capital

ub Bond Account Income
Fnternﬁﬁ/ nevated Cash
Bond Account Income
Project Cash Income

EPFr%ect Costs(SMM

Owner's Contingency
Insuranco

Land

Development Costs
Owner Costs DC
Line Pack

Working Capital

Loan IDC

Bond IDC

Upfront Fee
Commitment Fee
Exposure Foe
Underwriting Feo
Sub Debt IDC

Sub Debt Fees

Debt Service Reserve
Total Project Cost
Notes:

100/0
15,466

15 466

233
186
47

15,000

464

11,400
570
120

100
80

53
203

9
2,718
5

9
53

612
15,930

Timng Assumptions
Construction Begins
Operations Bogin
Fully Rampod-Up

P
)

Flowrate (MM scfd 6,559 Fixed OSM Expense
HHV (Blu/scf) 1,047 NGL| Royally and Severance
Total Operating Expenses
C02 Relumed
Flowrate (MM scfd) 1511 Income Taxes
HHV (Btu/scf) 676 Senior Debt Service
Gas Purchased Average DSCR
Flowrate (MM scfd) 4,959 Minimum DSCR
HHV (Btu/scf) 1,179 InYear
LNGProduction Subordinated Debt Service
Flowrate (MM scfd) - Permits Amortization
HHV (Btu/scf) 1,160 PILT 4t ol
. Subordinated Pmt / Olher Use
Gas| lo Car Bda(MM(V\Al!L()”dS conter) - Cash to AK and Stale / Dividend
Flowrate sC 437 . .
HHV (Blu/sc 1,60 LNGProject PncelgI (YMMBu)
C LNG Price FOB Valdez
Gas 10 Canaoa (loics stripped)
Flowrate SMM scfd) 4,008 Assumed Shipping Cost
HHV (Blu/scf) 1,021 Implied LNG Price CIF Japan
Licuics Soldl by Project (bl Feedgas Purchase Price( /MM Bt
CLEG b)’ ’ (kﬁ(]) 252,000 Feed%as Base Price (
NGL - E?fb P.aynéent Ber MhM Btg o]
- ective Gas Purchase Price
Licuics from Tolled Ges (hbl/d) :
LPG (Gas to Canada Price (S' MVBiU)
NGL Assumed Ehiclaéyo Pricg|
. . Tariff Alaska-Alberta-Chlicego
Prices of Liquids (S/bbl) Charge for Fuel / Froclinations
LPG 15.00
NGLO 16.50 Gas Value at Canadian Border

1. The numbers presented ore annuel figures lor the fully ramped-up project.
2. Totalbenelilper MMBtu otges Into GCP less C02 stream.
3. Natbcck and loedges pruchese gncesere calculated based on total gas

bow Into tho GCP, including C0

stream end gas for fuel consumption.

Last Calculatect

Cash Fow Resuts (f M) *
-Ocl-04 LNG Revenue
1-Nov-08  Liquids Revenue
1-Nov-08  Canada Gas Revenue

30.0  Tolal Operating Revenue

Base Gas Purchase

4. Producerbenefits are expressed as pr-tax revenues

5. Basedon 2,7% Pjpeline tuelconsumption and a S450 MM
cost ot fractionation plant, amortized over 15yrs el 12% equityreturn

6. Bosodon a sales price of S20/bbtand $3.50 TAPS fan

A

1311
1,817
3,127

608
85

693

1,224

2.15x
2,01 x
2022

30
114
718
310

0.30
0.35
0.65

2.60
120
0.12

128

S rou o

Benefits to StaU (f MV)'

Royalty & Soverance on Gas 266
Royalty & Sov. on NGLs and Ol 61
Slale CIT Revenues 127
Total State Tax Revenues 453
Project Casfi to State 222
Total Stale Revenues 675
PILT 114
Benefits to Communities

Project Cash lo Munis 148
Total to AK Stato & Communities 823
Total AK Slale & Muni NPV @ 7.3% 8,084
Suborcitated Payment/ Benefit Distribution

Total Benefit Genérated 718
Benefit per MMBtu' 0.35
Allocated lo Increasing Nothack 718
Total Available for Other Stakeholders 0)
Benefits to Producers (; MW+

Rovonues from Baso Gas Sale 608
Revenues from Sub Payment 718

Revenues from NGLS 348
Canada Tolling Notback -
Valdez Tolling Netback

Tolal Producer Revenues 1,674_
Present Vialue of Producer Revenues

ProducorNPV@ 12.0% 8,710
Valuation Date Sep-04
Project Returns

Owner Distribution (SMM/yr) 370
Equity IRR 0.0%
Equity NPV' @ 12.0% 1,893

Valuation Date Sop-04

1. AGPA Cases: Represents the NPV of 370 million peryeer
retained by AGPA lor distribution to trie Stale, munis, etc.
Private Cases: Represents the leveraged NPV ofthe private
dividend distribution.
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Summary of Key Assumptions and Results

Case; 3.c
Capital Structure
Dobt / Equity 100/0
Senior Doht 15,615
e 15 615

otal Financing ,

unior rb'[
JBIC 307
Comm Dank 1 246
Comm Bank 2 61
Loan 4 -
Loan 5
Loar(1j b -
onds 15,000
Sub Debt
High-Yield Bonds
Shgre Capital

ub Bond Account In
fntem F%enerateé%%sh
Bond Account Income 464
Project Cash Income -
Project Costs ($
EP(! ( M\/) 11,400
Owner's Contingency 570
Insurance 120
Land -
Development Costs 100
Owner Costs DC 00
Line Pack 53
Working Capital 339
Loan IDC 9
Bond IDC 2,718
Upfront Fee b
Commitment Foe 12
Exposuro Fee -
Underwriting Fee 53
Sub Dobt IDC -
Sub Dobt Fees -
Debt Son/Ice Reserve 620

ai Project Cost
TIRa00ES
0 Al

4.5 Bscfd Canada; 20 mill PILT

Timng Assumptions
Constrr%ction gegins 1-Oct-04
Operations Begin 1-Nov-08
Fully Ramped Up 1-Nov-08
%jtm ars 30.0
Flowrale (MM scfd 6,559
HHV (Btu/scf) 1,047
C02 Retumed
Flowrate (MM scfd) 1511
HHV (Btu/scf) 676
Gas Purchased
Flowrate (MM scfd) 4,959
HHV (Btulscf) 1,179
LNG Procuction
Flowrate SMM scfd) .
HHV (Blu/scf) 1,160
Gas lo Caneck (hicuids oontart)
Flov/rate (MM scfd) 4379
HHV (Btulscf) 1,160
(e to Canah (iquick st
Flowrate (MM(ls?fé) HH]) 4,008
HHV (Btu/scf) 1,021
Licuics Sold by Project
%G b)/ ! (Hj/G) 252,000
NGL -
Li%gbfruanledGas(bbl/d)
NGL
Prices of Liquids (S/hbl)
LPG 15.00
16.50 |
4
5

Last Calculatedt

Cash FowResuits (S M)
LNG Revenue

Liquids Revenue

Canada Gas Revenue

Tolal Operating Revenue

Baso Gas Purchase

Fixed O&M Expense

NGL Royalty and Severance
Total Operating Exponsos

Income Taxes
Senior Debt Service

Average DSCR
Minimum DSCR
InYear

Subordinated Debt Service
Permits Amortization

PILT

Subordinated Pmt/ Other Use
Cash to AK and Stale / Dividend

LNG Project Prices (&/MM Bu)
LNG Price FOB Valdez

Assumed Shipping Cost
Implied LNG Price CIF Japan

s Purchase Prico{§/MM Btu)
Food Gas Base Price
Sub Payment per MM Blu
Effective Gas Purchase Pricod

Gas fo Canada Price ($/MMBlU)

Assumed Chicago Price
Tariff Alaska-Alberta-Chicago
Charge for Fuel/ Fractination*

Gas Valuo at Canadian Border

1,239

356 x
3.30 x
2022

30
228
2,221
310

0.30
1.10
1.40

375
1.20
0.12

QH&% Fow:
Bonefts to Stato (SWM -

Royalty & Severance on Gas
Royally & Sov. or. NGLs and Ol
Stato CIT Revenues

Total Slate Tax Rovenues

Project Cash to State
Total Stale Revenues

PILT
Benoflts to Communities

Project Cash to Munis

Total to AK Stato & Communities
Tolal AK State & Muni NPV @ 7.3%

Subordlinated Payment / Benefit Distribution

Total Benefit Generated
Benefit per MMBtU'

Allocated to Increasing Netback
Total Available for Other Stakeholders

Bengfits to Proclucers (SMV)°
Revenues from Base Gas Sale
Revenues from Sub Payment
Revenues from NGLs

Canada Tolling Netback

Valdez Tolling Notback

Total Producer Revenues

Prosont Vluo of Producer Rovenues
Producer NPV @
Valuation Date

12.0%

Project Retums

Ownor Distribution (SMM/yr)
Equity IRR

Equity NPV' @

Valuation Date

12.0%

0K
0K

544

61
242
B4T

222
1,069

228

148

1,217
12,317

2,221
110

2,221

608
2,221
348

3177

16,447
Sep-04

370
nfa
1,908
Sep-04

o) "'.,
AT




Summary of Key Assumptions and

Case: 4. 3.0Bscfd Ca
ital Structure

Debt/Equity 100/0
Senior Dobt 12,524
Equify ) 2-

otal Financin 12,524
Sofior
JBiC 262
Comm Bank 1 210
Comm Bank 2 52
Loan 4 .
Loan 5

Loan 6 .

onds 12,000
Sub Debt
High-Yield Bonds
Shgre Capital

ub Bo count Incame
fnterneﬂﬂ/ Peraied Cash

Bond Account Income 394
Project Cash Income -
%ectCosts (SMV

9,200

Owner's Contingency 460
Insurance 97
Land -
Development Costs 100
Owner Costs DC 80
Line Pack 32
Working Capital 208
Loan IDC 0
Bond IDC 2,190
Upfront Fee 5
Commitment Fee 10
Exposure Fee -
Underwriting Feo 42
Sub Debt IDC -
Sub Debt Fees -
Debt Service Reserve 493
Total Project Cost 12,917
Notes:

1. The numbers presented ere annuel figures for the fully ramped-up project.
2. Total benefit per MMBtu ofPas into GCPless 002 stream.
lase gnces ere calculated based on total gas
stream end gas for fuel consumption.

3. Netback an feedgasFrup
flow Into the GCP. Including C0

Taylor-DeJongh

TimingAssumptions

Cons{;%ction Egegins 1-Ocl-04
Operations Bogin 1-Nov-08
Fully Ramped-Up -Nov-08

%&aﬁg& rioﬂ r(&;aﬁ(r)s 30.0

Flowrate (MM scfd) 3,970

HHV (Blu/scf) 1,041
c02 Retumed

Flowrate (MM scfd) 924

HHV (Btuiscf) 676
Gas Purchased

Flowrate (MM scfd) 2,992

HHV (Btulsc) 1,116
LNGProduction

Flowrate (MM scfd) -

HHV (Btulsc) 1,029
(s to Canedh (iiquics conter)

Flowrate (MM scfd) 2,678

HHV (Btu/scf) 1,160
Gas to Canaci liouick st

Flowrate (MM(S%) Hm) 2,451

HHV (Btu/scf) 1,021
Licuics Solcl by Project

%G by k (Uj/(]) 154,000

NGL -
Lchggsfrom Tollodl Ges (bl/d)

NGL
Prices of Liquids (S/bbl)

LPG 15.00

NGL6 16.50

Last Calculatect
Cash Flow Rosults ($ MV)'

LNG Revenue

Liquids Revenue
Canada Gas Revenue
Total Operating Revenue

Base Gas Purchaso

Fixed O&M Expense

NGL Royally and Severance
Total Operating Expenses

Income Taxes
Senior Debt Service

Average DSCR
Minimum DSCR
In Year

Subordinated Debt Service
Permits Amortization

PILT

Subordinated Pmt/ Other Use
Cash to AK and Stale / Dividend

LNGProject Prices (SMMBIU)
LNG Price FOB Valdez

Assumed Shipping Cost
Implied LNG Price CIF Japan

s Purchaso Price(§/ mu Btu)
Feed Gas Base Price
Sub Payment per MM Btu
Effective Gas Purchase Price3

(Gas to Canada Prico (S MVIBtU)

Assumed Chicago Price
Tariff Alaska-Alborta-Chicago
Charge for Fuel / Fraclinalion6

Gas Value at Canadian Border

4. Producer benefits are expressed as pre-tax revenues.

5. Based on 2.7% pipeline fuel consumption and a sA50 MM
cost of frachonatlon plant, amortized over 15 )Frs ot 12% equity return

B Based on a sales price otf20/bbland $3.50

APS tarit

16Fe00n
202AV

801
2,109
2910

347
67

14

986

2.76 X
2.55x
2008

30
114
1,014
310

S o

Benefits to State ($ MV
Royalty & Severance on Gas
Royalty & Sov. on NGLs and Oil
Stale CIT Revenues

Total State Tax Revenues

Project Cash to State
Total State Revenues

PILT

Benefits to Communities
Project Cash to Munis

Total to AK State & Communities

Total AK State 8, Muni NPV @ 7.3%

Subordinated Payment/Benefit Distribution

Total Benofit Generated
Benefit per MMBtu*

Allocated to Increasing Nothack
Tolal Available for Other Stakeholders

Benofits to Procicers (S MV¥

Revenues from Base Gas Sale
Revenues from Sub Payment
Revenues from NGLs

Canada Tollirg Netback
Valdez Tolling Notback

Total Producer Revenues

Present Value of Producer Revenues
Producer NPV @ 12.0%
Valuation Dale

Project Returns

Owner Distribution (SMM/yr)
Equity IRR

Equity NPV' @

Valuation Date

12.0%

7. AGPA Cases; Represents the NPV o1 S370 mitllc i per

0K
oc

262

37
120
418

222
640

114

148

788
1,741

1,014
0.88

1,014
0

347
1,014
212

1573

8,161
Sep-04

370
nla
1,893
Sep-04

ear
retained by AGPA for distribution to the Stato, munis, e{c.
Private Cases: Represents the leveraged NPV oftho private

dividend distribution.



Summary of Key Assumptions and Results

3.0 Bscfd Canada; breakeven price

Case: 4.a

Capital Structure
Debt/ Equity
Senior Dobt
Equi}yF. _
otal Financing
nlorﬁe%t
JBIC

Comm Bank 1
Comm Bank 2
Loan 4

Loan 5

Loan 6

nd
U

High-Yield Bonds
Shgrg CHHJiW I
ub Bond Agcount Income
fnterné]y Pereted Cash
Bond Account Income
Project Cash Income

EFr%ect Costs ($MV)

Owner's Contingency
Insurance

Land

Development Costs
Owner Costs DC
Lino Pack

Working Capital

Loan IDC

Bond IDC

Upfront Fee
Commitment Fee
Eyposure Feo
Underwriting Foo
Sub Debt IDC

Sub Dobt Fees

Debt Service Resorve

Total Project Cost
Notes:

1. Tho numbers presented are annual tigures for the full/ramped-up project.
as Into CCP loss C02 stream.

rchase prices are calculated hased on total gas
uding CO! stream and gas for fuel consumption.

2. Totol benefitper MMBtu of
3. Netback an feedgasPurc
How Into tho CCP, Inc

Taylor-DoJongh

ﬁ

100/0
12.383

12.383

192
153
38

12,000

394

9,200
460
97

100
80

32

79

0
2,190
4

8
42

488
12777

Timing Assumptions
Cons[;%ction EriTegins 1-0ct-04
Operations Begin 1-Nov-08
Fully Ramped-Up -Nov-08
erating Period (years 30.0
%ﬁﬂgg {nico
Flowrate (MM scfd) 3,970
HHV (Blu/scf) 1,041
c02 Relumed
Flowrate (MM scfd) 924
HHV (Btu/scf) 676
Gas Purchased
Flowrate (MM scfd) 2,992
HHV (Blu/sc) 1,116
LNGProckuction
Flowrate (MM scfd) -
HHV (Btu/scf) 1,029
(s to Canech (iiquick conter)
Flowrate SMM scfd) 2,678
HHV (Blu/sc) 1,160
Gos 10 Canada (liouick stri
Flowrate (MMGS%) Fmd) 2,451
HHV (Btu/scf) 1,021
Licuics Sold by Project
%F!G b)/ ! (Uj/(l) 154,000
NGL ;
Lch;ggs from Tolled Ges (bbl/d)
NGL
Prices of Liquids (S/bbl)
LPG 15.00
NGL" 16.50

5. Based on2.7%

Last Caloulatext
Cash Fow Rosults (MM

LNG Revenue

Liquids Revenue
Canada Gas Rovenue
Total Operating Revenue

Base Gas Purchaso

Fixed O&M Expense

NGL Royalty and Severance
Total Operating Expenses

Income Taxes
Senior Debt Service

Average DSCR
Minimum DSCR
InYear

Subordinated Debt Service
Permits Amortization

PILT

Subordinated Pmt / Other Use
Cash to AK and Stale / Dividend

LNGProject Prices ($/ MVIBlU)
LNG Price FOB Valdez

Assumed Shipping Cost
Implied LNG Prico CIF Japan

Purchaso Pricc{S/MMBtu)
Feed Gas Base Prico
Sub Paymanl per MM Blu
Effective Gas Purchaso Pricel

Gas to Canada Price ($/ MVIBIU)

Assumed Chicago Price
Tariff Alaska-Alberta-Chicago
Chargo for Fuel / Fractinatlon0

Gas Valuo at Canadian Border

4, Pmducer benefits ere expressed as pre-tax revenuos

ipeline fuel consumption and a $4soMM

cost offractionaﬁon plant
6. Based on asales price o/ $10/bbl and $3.50

APS tariff

1,365
347

414

972

1.07x
1.00 x
2022

amortized over 15 yrrs at 12% equity return

rqr y
%uﬁclent Crsit Fow:
Benefits to Stato (SMV)'
Royalty & Severance on Gas 110
Royalty & Sev. on NGLs and Oil 37
State CIT Revenues 39
Total Slate Tax Revenuos 185
Project Cash to Slate
Totol Stale Revenues 185
PILT
Bengfits to Communities
Project Cash to Munis
Total to AK State & Communities 185
Total AK Stato & Muni NPV @ 7.3% 1,017
Suborcinated Payment/Benefit Distribution
Tolal Benefit Generated
Benefit per MMBtu'
Allocated to Increasing Netback
Tobl Availahle for Other Stakeholders
Benefits to Proclcers (5 MV’
Revenues from Base Gas Sale 347
Revenuos from Sub Payment -
Revenues from NGLS 212
Canada Tolling Netback -
Valdez Tolling Nolback -
Total Producer Revenues 559
Present Value ot Producer Revenues
Producer NPV @ 12.0% 2,942
Valuation Date Sop-04
Project Retums
Owner Distribution (SMM/yr) -
Equity IRR 0.0%
Equity NPV' @ 12.0% (4852
Valuation Date Sep-0

7. AGPA Cases Represents the NPV of $370 million per}/ear
retained by AGPA for distribution lo tho State, munis, etc.
Private Cases: Represents the leveraged NPV ofthe private
dMdend distribution.
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Summary of Key Assumptions and Rosults

Case: 4.b

Capital Structure
Debt / Equity
Sonlor Deht
Eq |ulf

olal Financing

enior rbt
JBIC
Comm Bank 1
Comm Bank 2

Loan 4
Loan 5
Loar(Ij 6

onds
o
Sub Debt
High-Yield Bonds
Shgre Capital

ub Bo count.In
Tt ﬁ/%fenerateé Cash
Bond Account Income
Project Cash Income
Pr%ect Costs (§ MV
EP

Owner's Contingency
Insurance
Land
Development Costs
Owner Costs DC

Una Pack
Working C ipltal

Loan IDC

Bond IDC

Upfront Fee
Commitment Feo
Exposuro Foe
Underwriting Fee
Sub Dobt IDC

Sub Debt Feos
Debt Service Reserve
al Projoct Cost

u
Shelllred
fot'e

: . Last Calculatect
3.0 Bscfd Canada; $2.60 Chicago Price
Timing Assumptions Cash FowResults SMV)'
100/0 Constrr%ction ggi[ns 1-Oct-04  LNG Revenue ( NM
12433 Operations Begin 1-Nov-08  Liquids Revenue
Fully Rampod Up 1-Nov-08  Canada Gas Revenue
12.433 eratin 1&95 earﬂS 30.0 Tolal Operating Revenue
gg i
1 Baso Gas Purchaso
173 Flowrate (MM scfd) 3970 Fixed O&M Expense
43 HHV (Btu/scf) 1,041 #lGL| F(i)oyally andE Severance
- otal Operating Expenses
C02 Relurmed
- Flowrate (MM scfd) 924 Income Taxes
12,000 HHV (Blu/scf) 676 Senior Debt Service
Gas Purchased Average DSCR
Flowrate (MM scfd) 2,992 Minimum DSCR
HHV (Blu/scf) 1,116 In Year
LNGProdLction Subordinated Debt Service
394 Flowrate (MM scfd) Permits Amortization
- HHV (Btu/scf) 1,029 EILbT dinated Pt/ Other U
. ubordinated Pmt / Other Use
Gas| tOC&I”?YZh(\A/}!L(){JldSCGM) Cash to AK and Stato / Dividend
9,200 Flowrate (MM sc 2,678 . .
460 HHV (Btufsch) 1,160 U\([;;ijecgpncﬁ?j (MM Bl
97 C LNG Price FOB Valdez
- Gasto Canech liouids stripped) o
100 Flowrate (MM ‘scfd) 2451 Asaumed Shipping Cost
80 HHV (Btu/scf) 1,021 Implied LNG Price CIF Japan
32 - .
125 Liouics Soldlhy Project Purchaso Pricc({§MM Bty
0) cI?'FI’G W ! (Ujld) 154,000 Feed%assBase Price )
2,190 NGL %Jfb Payrréentgerl\{I]M BIlPJ J
4 .. ective Gas Purchase Price
o Licpicsom Toledas (BbId)
- LPG (s to Caneda Prico (SMMBtU)
e T Ak A
- ariff Alaska-Alberla-Chlcago
- Prices of Liguias (§/hbl) Charge for Fuel / Fractinallon3
488 LPG 15.00
12,827 NGL" 16.50 Gas Value at Canadian Border
[AYpcppgedt 4 ,
) m
TGSt & 6

801
1111
1912

347
67

414

917

167X
1.55x
2022

30
114
25
310

E%Gne%g ItHow
Benefits to State (SMV)'

Royalty & Severance on Gas
Royalty & Sev. on NGLs and Ol
Stato CIT Revenues

Total Stale Tax Revenues

Projoct Cash to Stale
Tolal State Revenues

PILT
Benefits to Communities

Project Cash to Munls

Total to AK State & Communities
Tolal AK Slate & Muni NPV @ 7.3%

Suborclinatecl Payment, Benefit Distribution

Total Benefit Genérate J
Benefit por MMBtu'

Allocated lo Increasing Nethack
Total Available for Other Stakeholders

Benelits to Proucers (SMV'
Revenues from Baso Gas Sale
Revenues from Sub Payment
Revenues from NGLs

Canada Tolling Netback

Valdez Tolling Netback

Tolal Producer Revenues

Presont Veluo of Prodlucer Rovenues
Producer NPV @
Valuation Date

12.0%

Project Retums

Owner Distribution (SMM/yr)
Equity IRR

Equity NPV' @

Valuation Date

12.0%

0K

112
37
4

190

222
412

114

148

560
5,687

25
0.02

25
0)

347
25
212

564

3,186
Sep-04

370
0.0%
1,762
Sep-04

S



Summary of Key Assumptions and Results

6.0 Bscfd Y-spUt

Case: 5.

Capital Structure
Debt/ Equity
Senior Debt
Equit

y
olal Financing
nlorﬁe'bt
JBIC
Comm Bank 1
Comm Bank 2
Loan 4
Loan 5
Loan 6

nd
Ul

High-Yield 8onds
Shgrg C?fital I
ub Bond Agcount Income
fnternély Perated Cash
Bond Account Income
Project Cash Income

EFr%ect Costs (SMV)

Owner's Contingency
Insurance

Land

Development Costs
Owner Costs DC
Line Pad:

Working Capital

Loan IDC

Bond IDC

Upfront Fee
Commitment Fee
Exposure Fee
Underwriting Fee
Sub Debt IDC

Sub Debt Fees

Debt Service Reserve

Total Projact Cost
Notes:

100/0
22,679

22.679

3,840
3,072
768

15,000

98
3,016

18,400
920
193

100
84

49
455
1,659
2,157
7

69

53

979
25.794

Last Calculatect
Timing Assumptions Cash HowResults (f M)
Construction Begins 1-0ct 04 LNG Revenue
Operations Begin 1-Nov-08  Liquids Revenue
Fully R;amppod;Ué) 1-N03vl-%9 Canallda Gas Revenue
erating Period (years . Total Operating Rovonuo
%ﬂﬁg&u&ﬂoﬁs
Base Gas Purchaso
Flowrate SMM scfd) 8,745 Fixed O&M Expense
HHV (Blu/scf) 1,047 NGILI %oyalty and Severance
Tolal Operating Expenses
¢02 Retumed
Flowrate (MM scfd) 2,015 Income Taxes
HHV (Btu/scl) 676 Senior Debt Service
Gas Purchased Average DSCR
Flowrate sMMscfd) 6,638 Minimum DSCR
HHV (Blu/scf) 1,117 In Yoar
LNGProcuction Subordinated Debt Service
Flowrate (MM scfd) 2,256 Permits Amortization
HHV (Blu/sc) 1029 PILT
.. Subordinated Pmt/ Other Use
GanI lo Ca%(wfflwds context) " Cash to AK and State / Dividend
owrate (MM sc , . .
HHV (Blufscf) 1,60 LNGProject Prlce|§JI (YMMB)
C ey LNG Price FOB Valdez
Gas to Canadi (iouics stripped)
Flowrate SMM scfd) 2,893 Assumed Shipping Cost
HHV (Blu/scf) 1,021 Implied LNG Price CIF Japan
Liquics Soldl by Project s Purchase Price($ IMVBU
%FJ’G b)/ ! (lﬁ/(l) 336,000 Feed Gas Baso Price ( )
NGL Efufb Ft’aymGentBer MhM BtFL)J. .
- ective Gas Purchase Price
Licuics from Tolled Gas (obl/d) .
PG Gas to Canacia Price ($/MVIBtU)
o Ak A A CH
. . ariff Alaska-Alberta-Chlcago
Prlce(;s of Licids (f/bbl) , Charge for Fuel / Fraclination
LP 15,
NGL* 16.50  Gas Value at Canadian Border

1. The numbers presented are annual figures tor the fully rnmpednrp project.
as into GCP lass C02 stream.

rices are calculated based on total gas

stream and gas for fuel consumption.

2. Total benefitper MMBtu of
3. Netbackan feedgasFruc

flow Into the GCP. Including C0

Taylor-DeJongh

i

ase

)

4. Producerbenefits are expressed as pre-tax revenues
5. Bused on 2.7% E)Jpelme uel consumption and a USO MM

16-Feb-04
212 AV

2214
1,748
2,489
6,450

111
222

993

1,958

351 X
2.80 x
2009

30
114
3,020
370

cost of fractionation plant, amoriizod over 15 yrs el 12% equity retum

6 Based on a sales price of S20/bb! and sz.50 TAPS tariff

T0r\ . oK
gﬂﬂuentdcgsh How 0k
Benefits to State (f MV)'

Royally & Severance on Gas 129
Royally & Sov. on NGLs end Qil 81
State CIT Revenues 324
total Slate Tax Revenues 1,134
Project Cash to Stale 222
Total State Revenues 1,356
PILT 114
Benefits to Communities

Project Cash to Munis 148
Total to AK Stato & Communities 1,504
Total AK Stato & Muni NPV @ 7.3% 13,455
Suborainated Payment/Benefit Distribution

Tolal Benefit Goneratod 3,020
Benefit per MMBtu* 1.18
Allocated lo Increasing Netback 3,020
Tolal Available for Other Stakeholders 0
Benefits to Producers SMV*

Rovenues from Base Gas Sale 1
Revenues from Sub Payment 3,020
Revenues from NGLs 463
Canada Tolling Notback .
Valdez Tolling Nu'.back :
Tolal Producer Revenues 4,255
Present Value of Producer Revenues

Producor NPV @ 12.0% 20,497
Valuation Date Sep-04
Project Returns

Owner Distribution (SMM/yr) 370
Equity IRR 0.0%
Equity NPV' @ 12.0% 1,900
Valuation Date Sep-04

7. AGPA Cases Represents the NPV of §370 million per year
retained by AGPA for distribution to the Stale, munis, efc.
Private Cases: Represents the leveraged NPV of the private
dividend distribution.
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Summary of Key Assumptions and Results

Case: 5.a

ital Structure

Dobt/Equity
Senior Debt
Al Fnang
olal Financing
genlorberbt
JBIC

Comm Bank 1
Comm Bank 2
Loan 4

Loan 5

Loan 6

ongds

Sub Debt
High-Yield Bonds
Shgre C?fital
up Bond Account Ingome
fnternaﬂy nerated Cash
Bond Account Income
Project Cash Income

E{%ed Costs ($MV)

Owner's Contingency
Insurance

Land

Development Costs
Owner Costs DC
Line Pack

Working Capital

Loan IDC

Bond IDC

Upfront Fee
Commitment Fee
Exposure Feo
Underwriting Fee
Sub Debt IDC

Sub Debt Foes

Debt Service Reserve

Total Project Cosl
Notes:

1. The numbers presented are annuel ligures for the fully ramped-up project.

2. Total benefit per MMBtu ofgas Into GTP loss C02 stréam.

3. Netbackan feedgastp ase
uding CO

flow Into the GCP, Inc

Taylor-DeJongh

6.0 Bscfd Y-split; breakeven Chicago price

Timing Assumptions
100/0 Constr;gction ggi[ns 1-Oct-04
24,928 Qperations Bogin 1-Nov-08
20028 Fully Ram%od;udp l-N%vl-%g
: erating Period (years .
@Eﬂﬁﬁg&su%m%s
4,964
3971 Flowrate (MM scfd) 8,745
993 HHV (Btu/scf) 1,047
- 02 Retumed
: Flowrate §MM scfd) 2,015
15,000 HHV (Blu/scf) 676
Gas Purchased
Flowrate (MM scfd) 6,638
HHV (Btulscf) 1117
LNG Prodkiction
97 Flowrate (MM scfd) 2,256
730 HHV (Btu/scf) 1,029
Gas 10 Canecka (liguics contert)
18,400 Flowrate (MM scfd) 3,161
962 HHV (Blu/scf) 1,160
1 C ey -
- Gas fo Canada (liouics Stripped)
100 Flowrate (MM scfd) 2,893
%1 HHV (Blu/scf) 1,021
178 Liouis Sold by Project (bl
1,707 cLH’G by ’ (Uj(]) 336,000
2,157 NGL
99 ..
121 Liouics from Tolled Ges (bbl/d)
- LPG
53 NGL
Prices of Liquids ($/bbl)
1,093 LPG 15.00
25,755 NGLB 16.50

grices ere calculated based on tolal gas
stream and gas for tuel consumption.

ipeline S | )
ion plant, amortized over 15yr|s at 12% equity retumn

Last Calcuiatect

Cash How Restilts (MV)*
LNG Rovenue

Liquids Revenue

Canada Gas Revonua

Total Operating Rovenue

Baso Gas Purchase

Fixed O&M Expense

NGL Royally and Severance
Total Operating Expenses

Income Taxes
Senior Debt Service

Average DSCR
Minimum DSCR
InYear

Subordinated Debt Service
Permits Amortization

PILT

Subordinated Pmt / Other Usb
Cash to AK and State / Dividend

LNGProject Prices (S'MM B
LNG Price FOB Valdez

Assumed Shipping Cost
Implied LNG Price CIF Japan

Feed%as Purchase Price($/MM Btu)
Feed Gas esso Price

Sub Payment per MM Btu

Effective Gas Purchaso PricoJ

(Gas to Canada Prico ($MM Btu)

Assumed Chicago Price
TariffAIaska-AIbErta-Chicago
Charge for Fuel LFractinalion8

Gas Value at Canadian Border

4. Producerbenefits are eXf)ressed as pre-tax revenues.
5. Based on 2.7%

cos! of fractiona
6. Based on a sales price of$2<Vbbland $3.50

uel consumption end a $450 MM
APS tariff

gl

2214
1,748

(830)
3,132

111
222

993

2,146

1.28X
1.00 x
2022

El%% Fow.

Benefits to State (SMV)*

Royally & Severance on Gas 244
Royalty & Sev. on NGLs and Qil 81
State CIT Revenues 86
Total Stale Tax Revenues 410
Project Cash to State

Total State Revenues 410
PILT 1
Benefits to Communities

Project Cash to Munis

Total to AK State & Communities 410
Total AK State & Muni NPV @ 1.3%

Subordinated Payment/Benefit Distribution

Tolal Benefit Genérated
Benefit per MMBtU'

Allocated lo Increasing Nethack
Tolal Available for Other Stakeholders

Benefits to Producers (SMM)"

Revenues from Base Gas Sale 11
Revenues from Sub Payment -
Revenues from NGLs 463

Canada Tolling Notback
Valdez Tolling Nethack -
1,235

Total Producer Revenues

Present VAlue of Producer Revenues

Producer NPV @ 12.0% 6,622
Valuation Dale Sep-04
Project Retums

Owner Distribution (SMM/yr) .
Equity IRR 0.0%
Equity NPV' @ 12.0% (136)
Valuation Date Sep-04

7. AGPA Casos; Represents the NPV 01$370 millionper¥ear
retained by AGPA tor distribution to the Stato, munis, efc.
Private Cases' Represents the leveraged NPV ofthe private
dividend distribution



Gy p T ofed

T JqIyx3

Summary of Key Assumptions and

case: Ob 6.0 Bscfd Y-
CameI Structure
Dobt LEquity 100/0
Senior Dabt 22,715
Eq?i}yp ' 22 715-
olal Financin ,
§en|orﬁe !
JBIC 3,857
Comm Bank 1 3,080
Comm Bank 2 1
Loan 4 -
Loan 5
Loar(1j 6 -

nds 15,000
i
Sub Dabl
High-Yleld Bonds
Shgre Capital

ub Bond Account Income
Fnternﬁﬂ/ Perated Cagh
Bond Account Incomo 98
Pro)ect Cash Incomo 2,880
Project Costs (S
EPJ ( M\/) 18,400
Owner's Contingency 920
Insurance 193
Land -
Development Costs 100
Owner Costs DC 84
Lino Pick 49
Working Capital 357
Loan IDC 1,652
Bond IDC 2,757
Upfront Foe 17
Commitment Fee 70
Exposuro Fee -
Underwriting Fee 53
Sub Dobt IDC -
Sub Dobt Foes -
Debt Servico Reserve 981
Total Projoct Cost 25,693
Nolos

1. The numbers presented ere annual figures for the fully ramped-up project.
2. Totalbenefit per MMBtu ofﬁas Into GCP less C02 stream.
£so gnces am calculated based on total gas
stream end gos lor fuel consumption

3. Netback en feedgasPrup
flow Into the GCP, Including C0

Timing Assumptions

ConstrrrUJction ggi[ns 1-Ocl-04
Operations Begin 1-Nov-08
Fully Remped-Up 1-Nov-09

T

Flowrate (MM scfd) 0,745
HHV (Btu/scf) 1,047
¢02 Rotumod
Flowrate (MM scfd) 2,015
HHV (Blu/scf) 676
Gas Purchased
Flowrate (MM scfd) 6,638
HHV (Btu/scf) 1,117
LNG Procction
Flowrate (MM scfd) 2,256
HHV (Blu/scf) 1,029
Gas to Canada (Wiicids ontar)
Flowrate (MM scfd) 3,161
HHV (Blu/scf) 1,160
Gas 10 Canech (liouics st
aFslowralo (MM(ls?fg) HHI) 2,893
HHV (Blu/sc) 1,021
Licuios Solcly Projoct
%PIG by ! (lﬁ/(l) 336,000
NGL
Li%ggsfruanledGas(be/d)
NGL
Prices of Liquids (3 / bbl)
LPG 15.00
NGL* 16.50

ol Producer benefits ere expressed as pre-taxreve
ipeline fuel consumption end a .
lon plant, amortized over IS yrs at 12% equity roturn
6 Based on a sates pnee of S20/lrbInnd 53 SO TAPS tariff

5 Basedon 2.7%
cost ol frachona

Last Calculated:

Cash Fow Resilts (§ MM
LNG Rovenue

Liquids Rovonuo

Canada Gas Revenue

Tolal Operating Rovenue

Baso Gas Purchase

Fixed O&M Expense

NGL Royally and Severance
Total Operating Expenses

Incomo Taxes
Senior Debt Service

Average DSCR
Minimum DSCR
In Yoar

Subordinated Debt Service
PermiLs Amortization

PILT

Subordinated Pmt/ Olhor Use

Cash lo AK and Stale / Dividend
LNGProject Prices (SYMMBu)

LNG Price FOB Valdez

Assumed Shipping Cost
Implied LNG Price CIF Japan

’:Fsee(gi%a@;sPurchase PricrjS/MM Blu)

Baso Prico
Sub Payment per MM Btu

Effective Gas Purchase PrlceJ

Gas to Canada Price (SMMBu)

Assumed Chicago Price
Tarlff Alaska-Alborta-Chicago
Charge for Fuel / Fracllnotlon*

Gas Valuo at Canadian Border

o

16-Feb-04
2.1BAM

2,214
1,748
1311
5272

1711
222

993

1962

Eﬂg 0K
dent Cash How: 0K
Benefits to Stato (SMV):

Royally & Severance on Gas 502
Royally & Sov. on IGLs and Qil 81
Stale CIT Rovenues 234
Tolal Slate Tax Rovonues 817
Project Cash to Slato 222
Tolal Slats Revenues 1,039
PILT 114
Benefits to Communities

Project Cash lo Munis 148
Total to AK State 8i Communities 1,187
Tolal AK Slato & Muni NPV @ 1.3% 11,016
Suborclinated Payment/Bonotit Distribution

Tolal Benefit Generated 1,839
Benefit per MMBtu* 0.72
Allocated to Increasing Notback 1,839
Tolal Available for Other Stakeholders 0
Benefits to Producers (SMV*

Ravonuos from Base Gas Sale 11
Revenues from Sub Payment 1,839
Revenues from NGLs 463
Canada Tolling Netback -
Valdoz Tolling Notback -
Total Producer Revenues 3,073
Present Vlue of Producer Revenues

Producer NPV @ 12.0% 15,139
Valuation Dale Sep-04
Projoct Returms

Owner Distribution (SMM/yr) 370
Equity IRK 0.0%
Equity NPV'@ 12.0% 1,690
Valuation Dale Sep-04

7. AGPA Cases. Reprusents the NPV of $370 million per
retained by AGPA for distribution lo the Strux mur s, 0

Year
€.

Pnvato Cases; Represents th>leveraged N 'V of tho private

dividend distribution.
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Summary of Key Assumptions and

Case; 5.c 60 BSCfd Y'S
Capital Strucluro
Debt/Equity 100/0
Senior Dobt 22,679
A 22,679
otal Tlnancln 67
Nnior rbtg
JBIC 3,840
Comm Bank 1 3,072
Comm Bonk 2 768
Loan 4 :
Loan 5
Loar:j 6 .
nds 15,000
Gl
Sub Debt
High-Yield Bonds
Shgre C?fital
ub Bo count Income
f’ntomﬁ y%fenerateé G
Bond Account Income 98
Projoct Cash Incomo 3,016
Project Costs (S
EPJ ( M\/) 18,400
Owner's Contingency 920
[nsurance 193
Land :
Development Costs 100
Owner Costs DC 84
Line Pack 49
Working Capital 455
Loan IDC 1,659
Bond IDC 2,757
Unfront Fee 17
Commitment Fee 69
Exposuro Fee -
Underwriting Fee 53
Sub Debt IDC .
Sub Debt Foes :
Debt Service Reserve 979
Noltal Projoct Cost 25,794
0l0S

Timing Assumptions
Constrr%ction gegi[ns 1-Oct-04
Operations Begin 1-Nov-08
Fully RompodiUJJ( 1-Nov-09
erating Porlod (years 310
?prﬂwn{moﬁs
Flowrato (MM scfd) 8,745
HHV (Btu/sc) 1,047
¢02 Refumed
Flowrato (MM scfd) 2,015
HHV (Blu/scf) 676
Gas Purchased
Flowrate (MM scfd) 6,638
HHV (Btu/scf) 1,117
LNGProclction
Flowrate (MM scfd) 2,256
HHV (Btu/scf) 1,029
as t0 Canech (W lcpics cortord)
Flowrate (MM scfd) 3,161
HHV (Btu/scf) 1,160
Gas |0 Canaci (iouick st
Flowrate (MM(IS%) HH]) 2,893
HHV (Btu/scf) 1,021
Licuios Sold by Project
%G b)’ k (Uj/G) 336,000
NGL
Licicsfom Toled s (bbi/)
LPG
NGL
Prices of Liquids (S/hb)
LPG 15.00
NGL" 16.50

1. Tho numbers presented ere annual figures tor the fully mmpod-up project.

2. Tolal benefitper MMBtu olgas into G
3. Netbackan feedgasFruc
How Into llia GCP, Incl

Pless C02 stream.
cbase prices are calculated based on Intal gas
uding co2 stream and gas for fuel consumption

4. Producer benefits are express -d as pre-tax revenues.
5. Based on 2.7% pipeline fuel consumption and a 140 MM

Last Caloulatedt
Cosh HowResllts (f MV *

LNG Revenue

Liquids Revenue
Canada Gas Revenue
Total Operating Revenue

Baso Gas Purchase

Fixed O&M Expense

NGL Royalty and Severance
Tolal Operating Expenses

Income Taxes
Senior Debt Service

Average DSCR
Minimum DSCR
InYear

Subordinated Debt Service
Permits Amorilzallon

PILT

Subordinated Pmt / Other Use

Cash to AK and State / Dividend
LNGProjoct Prices (f/ MVIBt)

LNG Price FOB Valdez

Assumed Shipping Cost
Implied LNG Price CIF Japan

Purchase Price(S/MMBtU)

Feed Gas Base Price
Sub Payment per MM Btu

Effective Gas Purchase PriceJ

Gas to Caneda Price (f/MVBL)

Assumed Chicago Prico
Tariff Alaska-Alborta-Chicago

Charge for F' 1/ Fractna'ion3

Gas Value ot Canadian Border

cost offraclionellon plant, amortized over 15¥rs ot 12% equity return

6 Based on a sales price 0/S20/bbland S3 50

APS tariff

%&g«% How

Bonefits to Stato (f MV’

Royally & Sevoranco on Gas
Royalty 8, Sov. on NGLs and Oil
State CIT Rovenues

Total Slato Tax Rovonues

Projoct Cash to State
Total State Revenues

PILT
Boneflts to Communities

Project Cash to Munis

Total to AK State & Communities
Total AK Stale & Muni NPV @ 7.3%

Suborciinatedl Payment/ Benefit Distribution

Total Benefit Generated
Benefit per MMBtU'

Allocated to Increasing Netback
Total Available for Other Stakeholders

Bonefts to Procucers (§ MV
Revenues from Base Gas Sale
Revenuos from Sub Payment
Revenues from NGLs

Canada Tolling Netback

Valdez Tolling Netback

Total Producer Revenues

Present Value of Producer Revenues
Producer NPV @
Valuation Date

12.0%

Project Retums

Owner Distribution ($MM/yr)
Equity IRR

Equity NPV' @

Valuation Date

12.0%

7. AGPA Cases: Represents the NPV of S370 minion per
retained by AGPA for distribution to the Stato, munis, e

0K
0K

680
81
305
1,066

222
1,288

368

148

1,436
15,232

2,766
1.08

2,766
0

771
2,766
463

4,001

19.373
Sep-04

370
0.0%
1,900
Sop-04

Year
C

Pnvato Cases: Represents the leveraged NPV ofthe private

dividend distribution.
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Summary of Key Assumptions and Results

244 Y-split (10 MMTA)

case: 0.

Copital Structure
Debt [Equity
Senior Dobt
quui}yF. .

olal Financing
Serior Bt
JBIC

Comm Bank 1
Comm Bank 2
Loan 4

Loan 5
Loan 6

nds
il
Sub Debt
High-Yield Bonds
Shgre Capital

ub Bond Account Income
fnternﬁfi/ Perated Cah
Bond Account Income
Project Cash Incomo

EFr%ect Costs (SMM

Owner's Contingency

Insurance

Land

Development Costs

Owner Costs DC

Line Pack

Working Capital

Loan IDC

Bond IDC

Upfront Fee

Commitment Feo

Exposure Feo

Underwriting Fee

Sub Debt IDC

Sub Dobt Foes

Dobt Service Reserve

Total Project Cosl

Notes;
L The numbers presented ru
2 Total benefit”r MMBtu of

3. Netback und leedgss Pru_c
Howinto the CCP."Includin

Taylor-DcJongh

100/0
21,785

21,785

3,392
2,114
678

15,000

110
1,942

17,400
870
103

100
84

58
455
1,302
2,278
68

56

53

930
23,836

e annual figures tor Ute lully ramped-up pmjeu!
) GCP less CO? stream
ase gnces are calculated based on total gas

gas Into G
gCo

stream and gas tor tuel consumphon.

Timing Assumptions
Cons{Ection g;gins 1-Oct-04
Operations Begin 1-Nov-QU
Fully E.amppod;UéJ( l-M%-%Q
erating Period (years .
%{ﬂqu&wn{m{s
Flowrato (MM scfd) 8,745
HHV (Btu/sd) 1,047
c02 Retumed
Flowrato WM scfd) 2,015
HHV (Blu/scf) 676
Gas Purchased
Flowrato (MM scfd) 6,638
HHV (Btu/scf) 1117
LNGProdiuction
Flowrate (MM scfd) 1,658
HHV (Btu/scf) 1,029
as to Canech (Wi conter)
Flowrato (MM scfd) 3,892
HHV (Btusc) 1,160
Gas to Canada (liouids st
Flowrate (MM(lsgfgj) HH]) 3,562
HHV (Btu/scf) 1,021
Licuids Sold by Projoct (bui
%F!G b)/ ! (Uj(l) 336,000
NGL :
Li%ds(todeledGas(bbl/d)
NGL
Prices of Liquids (S/bbl)
LPG 15.00
NGL" 16.50

Last Calouiatect
Cash FowReslts (MW

LNG Revenue

Liquids Revenue
Canada Gns Rovenue
Total Operating Revonue

Baso Gas Purchase

Fixed O&M Expenso

NGL Royally and Severanco
Tolal Operating Expenses

Incomo Taxes
Senior Debt Sorvico

Average DSCR
Minimum DSCR
In Year

Subordinated Debt Service
Permits Amortization

PILT

Subordinated Pmt/ Other Use

Cash to AK and State / Dividond
LNGProject Prices (S/ MVIBIU)

LNG Price FOB Valdez

Assumed Shipping Cost
Implied LNG Price CIF Japan

1
0y

1.627
1,748
3,065
6,440

711
204

975

1,860

3.61 x
2.96 x
2022

30
114
3,124
310

s Purchase Price(S/MM Btu)

Feed Gas Base Prico
Sub P.aymentger MM Btu
Effective Gas Purchaso PriceJ

(s to Canada Price (SMM B)

Assumed Chicago Prico
Tariff Alaska-Alberta-Chicago
Ohargn lor Fuel / Fractination5

Gas Value at Canadian Border

4. Producerbengfits are expressed os pre-tax revenues,
5. Based on 2 7% pipeline fuel consumption and a 5450 MM

cos! ot fractionation plant, amortliod over 15yrs at 12% equity retum
6. Based on o sales price of S20/bbland S350

APS taritt

%ﬁ%ﬁ%h Fow 8:2

Bonofts to State (§ MM

Royalty & Severance on Gas 741
Royally & Sev. on NGLs and Oil 81
Stato CIT Revenues 329
Total Slale Tax Rovonues 1,151
Projoct Cash to Stato 222
Total State Rovonues 1,373
PILT 114
Benefits to Communities

Project Cash to Munis 148
Total to AK State & Communities 1521
Total AK Slate & Muni NPV @ 7.3% 13,689
Subordinated Payment/Benefit Distribution

Total Benefit Generated 3,124
Benefit per MMBtu* 1.22
Allocated to Increasing Netback 3,084
Total Available for Other Stakeholders 40
BeneFits to Proclucers (SMV¥

Revonues from Baso Gas Saie m
Revenues from Sub Payment 3,084
Revonues from NGLs 463
Canada Tolling Netback .
Valdez Tolling Netback :
Total Producor Revenues 4,319
Present Valuo of Producer Rovenues

Producer NPV @ 12.0% 21,354
Valuation Oats Sep-04
Project Retums

Owner Distribution (SMM/yr) 370
Equity IRR nfa
Equity NPV' @ 12.0% 1.900
Valuation Date Sop-04

7. AGPA Cases: Represents the NPV cf $370 mffilon per¥ear
retained by AGPA fordishibutron to tho State, munis, efc.
Private Cases: Represents the leveraged NPV ofthe pnvale
dividend distribution.
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Summary of Key Assumptions and Results

case: 6,3

Capital Structure
Debt / Equity
Senior Dobt

EquiTyF. .
otal Financin
nlorﬁe%t !
JBIC

Comm Bank 1
Comm Bank 2
Loan 4

Loan 5
Loan 6

i
Sub Debt

High-Yield Bonds

Shgre C?fital

ub Bond Account Incomo
Iern y nerated Cash

Bond Account Income
Project Cash Incomo

Projoct Costs (S
prCas

Owner's Contingency
Insurance

Land

Development Costs
Owner Costs DC
Lino Pack

Working Capital

Loan IDC

Bond IDC

Upfront Fee
Commitment Fee
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Fully Ramped-U(?

Sl
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c02 Retumed

Flowrale (MM scfd) 2,015
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Canada Gas Revenue
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Baso Gas Purchaso

Fixed O&M Expense

NGL Royalty and Severanco
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Income Taxes
Senior Debt Service
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Permits Amortization

PILT
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Cash to AK and Stale / Dividend
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Implied LNG Price CIF Japan
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Subordlinated Payment/ Benefit Distribution
Tolal Benefit Geneérated

Benefit per MMBtu'

Allocated to Increasing Nelback
Tolal Available for Other Stakeholders

Benefits to Producers (SMV)
Revenues from Base Gas Sale
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Canada Tolling Netback
Valdez Tolling Notback

Tolal Producer Revenues

Present Valuo of Producer Revenues
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Valuation Date
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Owner Distnbulion (SMM/yr)
Equity IRR
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Valuation Dale
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1. AGPA Cases: Represents lire NPV of 5370 million per
retained by AGPA lor distribution to Ihe Stale, munis, e
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Summary of Key Assumptions and Results

2*4 Y-split (10 MMTA); $2.60 Chicago Prico

Case; 6.b

ital Structure
Debt/Equity
Senior Debt

e
olal Financin
genlor Hg
JBIC

Comm Bank 1
Comm Bonk 2
Loan 4

Loan 5
Loan 6

nd
ciy
Sub Debt

High-Yield Bonds

Share Capital

ub Bond Account Income
fnterneﬂﬂ/ erate Cash
Bond Account Incomo
Project Cash Income

nggect Costs ($ V)

Owner's Contingency
Insurance

Land

Development Costs
Ownor Costs DC
Line Pack

Working Capital

Loan IDC

Bond IDC

Upfront Fee
Commitment Feo
Exposure Feo
Underwriting Foe
Sub Debt IDC

Sub Debt Foes

Debt Service Reserve
Total Project Cost
Notes:

100/0
22.154

22.154

3511
2,862
115

15,000

109
1,481

17,400
870
183

100
84

58
335
1,300
2,210
12

64

5
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23,745

Timing Assumptions
Cons{;gction B[ggi[ns 1-Oct-04
Operations Begin 1-Nov-OB
Fully Ramped;Ué) l-M%%-OEJ
erating Period (years 5
%ﬁ@f\w%ﬂoﬁs
Flowrale (MM sc(d) 8,745
HHV (Btu/scf) 1,047
C02 Rolumod
Flowrale (MM scfd) 2,015
HHV (Btu/scf) 676
Gos Purchased
Flowrate (MM scfd) 6,638
HHV (Blu/scf) 1,117
LNG Prodction
Flowrale (MM scfd) 1,658
HHV (Blu/scf) 1,029
as |0 Carech (Wliguics cortert)
Flowrate (MM scfd) 3,892
HHV (Blu/scf) 1,160
Gnsto Canect liuick st
Flowrale (MM(ls?fgl) Hﬁﬂ) 3,562
HHV (Blu/scf) 1,021
Licuics Soldlhy Project
%PIG b)/ ’ (Uj/(]) 336,000
NGL ]
Ll%gb tnm Tolled Ges (bhl/d)
NGL
Prices of Liquids (/ bl
LPG 15.00
NGL" 16.50

1. The numbers presented ere annual figures lor the fully ramped up project
2. Total benefit per MMBtu 0tgos into GCP less C02 stréam
3. Netbackan feedgasFruc eseg

How Into tho GCP, Incl

uding C0

rices are calculated based on total gas
stmani end gas for fue' consumption.

4. Producer benefits are expressed as prC'tex rovenues,
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5. Based on 2.7%

Last Calculatedt

Cash HowResults ($ MM
LNG Rovonuo

Liquids Rovenue

Canada Gas Rovonuo

Total Operating Rovenue

Base Gas Purchase

Fixed OSM Expense

NGL Royally and Severance
Tolal Operating Expenses

Income Taxes
Senior Debt Sorvice

Average DSCR
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InYear

Subordinated Debt Service
Permits Amortization

Subordinated Pml/ Other Use

Cash to AK and Slato / Dividend
LNGProject Prices (/MM Bu)

LNG Price FOB V8tdez

Assumed Shipping Cost
Implied LNG Price CIF Japan

s Purchase Prico($/MM Biu)

Feed Gas Baso Price
Sub Payment per MM Blu

Effective Gas Purchase Price'l
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Gas Value al Canadian Border
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Royally & Severance on Gas
Royalty §c§0\l ONNGLs and Ol
State CIT Revenues
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Project Cash to Stato
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PILT
Benefits to Communities

Project Cash lo Munis

Total to AK Stato & Communities
Tolal AK Slato & Muni NPV @ 7.3%

Suborclinated Payment / Benefit Distribution

Total Benefit Genérated
Benefit per MMBIu*

Allocated to Increasing Netback
Total Available for Other Stakeholders

Benofts toProcucers ($ MV

Revenues from Base Gas Sale
Revenuos from Sub Payment
Revonues from NGLs

Canada Tolling Nelback
Valdez Tolling Nelback

Tolal Producer Revenues

Present Valuo of Producer Revenues
Producer NPV @
Valuation Date

Project Retums

Ownor Distribution (SMM#yr)
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Alaska Statute

Municipal Port Authority Act

Sec. 29.35.600. Purpose of authorities.

The purpose of a port authority is to provide for the development of a port or ports for
transportation related commerce within the territory of the authority.

Sec. 29.35.605. Establishment of port authorities.
(a) A port authority may be created by one of the following means:

(1) the governing body ofa municipality may create by ordinance a port authority as
apublic corporation of the municipality,

~(2) the governing bodies of two or more municipalities may create by parallel
ordinances adopted by each of the govering bodies a port authority as a public
corporation of the municipalities.

(b) One or more municipalities may Hloin an authority established under J_a)(l) or (2)
of this section upon the adoption of parallel ordinances by the governing bodies of each

affected municipality.

~(c) A port authority created under this section is a body cprgorate and politic and an
instrumentality of the municipality or municipalities creating it but having a separate and
independent legal existence,

(d) Creation of a port authority under AS 29.35.600 - 29.35.730 is an exercise of a
municipality's transportation system powers.

(e) The enabling ordinance by which a port authority is established must specify the
powers, boundaries, and limitations of the port authority.

(f) An ordinance creating a port authority shall require approval by the voters of the
gmumtmgﬁhﬁy Ocl)r municipalities participating in the authority in order for the authority to
e established.

(9) Nothing in AS 29.35.600 - 29.35.725 prevents a municipality or municipalities
from Creating or part|(:|%at|_ng in a public corporation, including a port authorltg, In any
form or manner not prohibited by law. However, the provisions of AS 29.35.600 -
29.35.725 only apply to and may only be utilized by a port authority created under this

section.
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Sec. 29.35.610. Dissolution of a port authority.

(a) The enabling ordinance by which a port authority is created must provide for the
manner by which a port authority may be dissolved.

(b) If an authority ceases to exist, its assets shall be distributed to the municipalities
that participated in the authority in proportion to the difference between their =
contributions to the authority and any outstanding debt or obllﬁatmn of that municipality
Eo thet _alfj_trhont%, ||o|rOV|ded that any obligation to bondholders then outstanding shall first

e satisfied in‘full.

Sec. 29.35.615. Municipal property.

() A municipality may transfer and otherwise convey or lease real property, and any
Improvements to It, to an authorlt%/ for use by the authority for the purposes set out in the
ordinance adopted under AS 29.35.605.

(b) A municipality may transfer and otherwise assi?n or lease personal property to
an gutgosntgfgé Lé%% by the authority for the purposes set out in the ordinance adopted
under .35.605 .

Sec. 29.35.620. Powers,

|f provided in the enabling ordinance, an authority may
(1) sue and be sued;
(2) have aseal and alter it at pleasure;

(3) acquire an interest in a ﬁroject.as necessary or appropriate to provide financing
for the project, whether by purchase, gift, or lease;

(4) lease to others a project acquired by it and upon the terms and conditions the
authority rlnay consider advisable, including, without limitation, provisions for purchase
or renewal;

(5) sell, by installment sale or otherwise, exchange, donate, conveY, or encumber in
any rlanner by mort_(t)age_or b%/_creanon of another security interest, real or personal
property owned by it, or in which it has an interest, including a%mject, when, in the
judgment of the authority, the action is in furtherance of the authority's purposes;

_(6) accept gifts, grants, or loans, under the terms and conditions imposed under the
?|ft, grant, or loan, and enter into contracts, conveyances or other transactions with a
ederal agency or an agency or instrumentality of the state, a municipality, private
organization, or other person;
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(7) deposit or invest its funds, subject to agreements with bondholders;
(8) purchase or insure loans to finance the costs of projects;
(9) provide for security within the boundaries of the authority;

(10) enter into loan a_(t;reements with respect to one or more projects upon the terms
and conditions the authority considers advisable;

(11) acquire, manage, and operate projects as the authority considers necessary or
appropriate to serve the authority's purposes;

(12) assist private lenders to make loans to finance the costs of projects through loan
commitments, short-term financing, or otherwise;

~(13) charge fees or other forms of remuneration for the use or possession of projects
in accordance with the agreements described in this section, other agreements relating to
the projects, covenants, or representations made in bond documents relating to the
projects, or regulations of the authority relating to the projects;

(14) exercise the powers of eminent domain and declaration of taking within its
physical boundaries under AS 29.35.030 to acquire land or materials for auihority
purposes;

(15) regulate land use within the boundaries of the authority;

(16[) defend and indemnify a current or former member of the board, employee, or
a?ent of the authority agamst all costs, expenses, judgments, and liabilities, including
attorney fees, incurred Dy or imposed upon that person in connection with civil or
criminal action in which’the person is involved as a result o f the person's affiliation with
the authority if the person acted in good faith on behalfof the authority and within the
scope of the person’s official duties and powers;

(317) purchase insurance to protect and hold harmless its employees, aPents, and

board members from an action, claim, or proceeding arising out of the performance,
purﬁorted performance, or failure to perform in good faith, of duties for, or employment
with the authority and to hold them harmless from expenses connected with the defense,
settlement, or monetary judgments from that action, claim, or proceeding; the Rurchase of
Insurance Is subject to the discretion of the board: insurance purchased under this
paragraph may not be considered compensation to the insured person; and

(18) protect its assets, services, and emplo_}/ees by purchasing, insurance or providing
for certain self-insurance retentions; an authority may also maintain casualty, ﬁroperty,
business interruption, marine, hoiler and machinery, pollution liability, and otner _
insurance in amounts reasonably calculated to cover potential claims against the authority
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or amunicipality for bodily injury, death or disability, and property damage that may
arise from or be’related to authority operations and activities.

Sec. 29.35.625. Bonds of aport authority; superior courtjurisdiction.

(a) If authorized by the enabling ordinance, an authority may borrow money and
may Issue bonds on which the principal and interest are payable

(1) exclusively from the income and receipts of, or other money derived from, the
project financed with the proceeds of the bonds;

- (2) exclusively from the income and receipts of, or other money derived from,
designated projects or other sources whether or not they are financed, insured, or
guaranteed in whole or in part with the proceeds of the bonds; or

(3) from its income and receipts generally or a designated part or parts of them.

~ (b) All bonds may be sold at public or private sale in the manner, for the price or
prices, and at the time or times that the authority may determine.

(c) Before issuing honds, an authority shall provide for consideration at least
sufficient, in the Audgment of the authority, to pay the principal and interest on the bonds
as they become due and to create and maintain the reserves for the payment that the
authority considers necessary or desirable and meet all obligations in tonnection with the
lease or a%reement and all costs necessary to service the bonds, unless the lease or
agreemen Prowdes that the obligations are to be met or costs are to be paid by a party
other than the authority.

(d) Bonds shall be authorized by resolution of the authority, be dated, and shall
mature as the resolution may provide, excePt that a bond ma% not mature more than 40
years from the date of its issue. Bonds shall bear interest at the rate or rates, be in the
denominations, be in the form, either coupon or registered, carry the registration
privileges, be executed in the manner, be payable in the medium of payment, at the place
or places, and e subject to the terms of redemption that the resolution or a subsequent
resolution may provide,

‘e) All bonds issued under this section, regardless of form or character, are
negotiable instruments for all of the purposes of AS 45.01 - AS 45.08, AS 45.12, AS
45.14, and AS 45.29 (Uniform Commercial Code).

(t) The suPe_nor court hasjurisdiction to hear and determine suits, actions, or
Proceedlngs relating to an authority, including suits, actions, or proceedings brought to
oreclose or otherwise enfo.rceamortgzage pledge, asaﬂnment, Or Security interes
brought by or for the benefit or security of a holder of the authority's bonds or by a
trustee for or other representative of the holders.
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Sec. 29.35.630. Bonds eligible for investment.

Bonds issued under AS 29.35.625 are securities in which all public officers and public
bodies of the state and its political subdivisions, all insurance companies, trust
companies, hanks, investment companies, executors, administrators, trustees, and other
fiduciaries may properly and legally invest funds, mcludmg capital in their control or
belonging to them. The honds may be deposited with a state or municipal officer of an
agency or political subdivision of the state for any purpose that the deposit of bonds of
the state is authorized by law.

Sec. 29.35.635. Validity of pledge.

The pledge of revenue ofan authorit%_to the payment of the ﬁrincipal or interest on bonds
or notes of the authority is valid and mqu from the time the pledge is made, and the
revenue is immediately subject to the lien o the pledge without physical delivery or
further act. The lien of a pledge is valid and hinding aﬂ?mst all parties having claims of
any kind against the authority irrespective o f whether those parties have notice of the lien

of the pledge.
Sec. 29.35.640. Credit of state or a municipality not pledged.

(a) The state and municipalities participatin% in an authority are not liable for the
debts of that authority. Bonds issued under AS 29.35.625 are payable solely from the
revenue of the authority and do not constitute a

(1) debt, liability, or obligation of the state or a municipality; or
(2) pledge of the faith and credit of the state or a municipality.

(b) An authority may not pledge the credit or the taxing power of the state or its
municipalities. A bond issued under AS 29.35.625 must contain on its face a statement

that

(1) the authority is not obligated 10 pay it or the interest on it except from the
revenue pledged for'it; and

(22 the faith and credit of the taxing f|o_ower of the state or of a political subdivision of
the state is not pledged to the payment of it

Sec. 29.35.645. Pledges of the state and municipalities.

The state and municipalities participating in the authority ?Iedge to and agree with the
holders of bonds issued under AS 29.35.625 and with the federal agency, 1fany, that
loans or contributes ftinds in respect to a project of the authority, that the state and the
municipalities partlglpatln% in the authority will not limit or alter the rights and powers
vested in the authority by its enabling ordinance or other law so that it is unable to fulfill

Exhibit 2
Page 5 of 11



the terms of a contract made by the authority with those holders or that federal agency, or
iri any way impair the rights and remedies o those holders or that federal agency until the
bonds, together with the interest on them and interest on unpaid installments of interest,
and al| costs and expenses in connection with an action or proceeding by or on behalfof
those holders or that federal agency, are fully met and discharged. An authority is
authorized to include this pledge and agreement of the state and the municipalities
part|C|patm% in the authority, insofar as it refers to holders o f bonds of the authority, in a
contract with those holders, and insofar as it relates to a federal agency, in a contract with

that federal agency.
Sec. 29.35.650. Limitation of liability.

A liability incurred by an authority shall be satisfied exclusively from the assetsor
revenue of the aut_hontY, A creditor or other person does not have a right of action against
the state or a municipality participating in an authority because of a debt, obligation, or
liability of an authority.

Sec. 29.35.655. Limitation on personal liability.

A hoard member or employee of an authority is not subject to personal liability or
accountability because of the execution or issuance of bonds.

Sec. 29.35.660. Fidelity bond.

An authority shall obtain a fidelity bond in an amount determined by the board for board
members and each cxecut've officer responsible for accounts and finances of that
authority. A fidelity bonu must be in effect during the entire tenure in office of the
bonded person.

Sec. 29.35.665. No taxing authority.
An authority may not levy an income or other tax.
Sec. 29.35.670. Exemption from taxation.

éag An authontg exercising the powers Hranted by the enabling ordinance under AS
29.35.600 - 29.35.730 is in all respects for the benefit of the people of the municipalities
participating in the authority and the people of the state in general, for their well-being
and prosperity, and for the improvement of their social and"economic condition. The real
and personal property of an authority and its assets, income, and receipts are exempt from
all taxes and special assessments o fthe state or a political subdivision of the state.

(b) Bonds issued by the authority under AS 29.35.625 are issued for an essential
public and governmental purpose; therefore, the bonds, interest and income from them,
and all fees, charges, funds, revenue, income, and other money pledged or available to
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pay or secure the payment of the bonds or interest on them are exempt from taxation
except for inheritance, transfer, and estate taxes.

(c) N(_)t_withsta_ndin% the provisions of (a) of this section, an authority and the
municipalities participating in the authority may enter into agreements under which the
authority agrees to pay the participating municipalities' payments in lieu of taxes and
special assessments on real and personal property of the authority that is within the taxing
jurisdiction of the municipality.

_(d) Nothing in this section creates a tax exemption with respect to the interests of a
business enterprise or other person, other than the authority, in property, assets, income,
or receipts, whether or not financed under AS 29.35.600 - 29.35.730.

Sec. 29.35.675. Development plan.

I?] tnebenabling ordinance establishing the authority under AS 29.35.605 the authority
shall be

(1) required to submit a development plan to the governing body of the municipality
or municipalities participating in the authority; and

(2) prohibited from undertaking the construction or acquisition ofa Project unless
the pFOerCt appears in a development Flan submitted to and approved by the governing
body ot the municipality or municipalities participating in the authority.

Sec. 29.35.680. Administration of port authorities; board.

(a) An authority shall be governed t()yaboard of directors, which shall exercise the
gowers of the authority. The enabling ordinance establishing the authority under AS

9.35.605 must specify the number, qualifications, manner of appointment or election,
and terms of members of the hoard.

ﬁb) The board shall appoint a chiefexecutive officer of the authorit?]/_who serves at
the pleasure of the board. The hoard shall fix the compensation of the chief executive

officer.

Sec. 29.35.685. Continuation of collective bargaining agreements; application of AS
23.40.070-23.40.260.

(@) A-collective bargaining agreement for employees of the state o its political
subdivisions who are transferred to an authority under AS 29.35.600 - 29.35.730 shall
remain in effect for the term of the agreement or for a period of one year, whichever is
longer, and shall he binding on the authority unless the parties agree to the contrary’
before the expiration of the agreement. A labor-management negotiation impasse ™
declared after a transfer of employees under this subsection but before the neqoﬂa_tlon of
anew collective bargaining agreement shall be resolved as provided in the collective
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bargainin? agreement, except that if the collective bargaining agreement does not provide
for a resofution, then as provided in AS 23.40.070 - 23.40.260.

(b) Employees of the state or a political subdivision of the state transferred to an
authority shall etain, for a period of one year following the date of transfer or for the
duration of a collective bargaining agreement transferred under (a) of this section,
whichever is greater, all rights of participation in fringe benefit proqrams available to the
employees on the day hefore the transfer, or in programs substantially equivalent.

%c) AS 23.40.070 - 23.40.260 apply to employees of an auth_orit% established under
AS 29.35.600 - 29.35.730 unless all municipalities participating in the authority are
exempt under sec. 4, ch. 113, SLA 1972,

Sec. 29.35.690. Bylaws and regulations.

;a) A hoard shall adopt bylaws and appropriate regulations consistent with the
enabling ordinance to carry out its functions and purposes.

_%)) A hoard shall adopt bvlaws as soon after the establishment of the authority as
possible and may from time to time, amend those bylaws. The bylaws may contain any

?rovmon not in‘conflict with law for the management of the business of the authority and
or the conduct of the affairs of the authority, including

(1) the time, place, and manner of calling, conducting, and giving notice of meetings
of the board and committees of the board, if any;

(2) the compensation of directors, if any;
(3) the appointment and authority of committees of the board, if any;
)

(4) the appointment, duties, compensation, and tenure of officers, directors, chief
executive officer, and other employees, if any;

(5) procedures for adopting regulations;

(6) procedures for adopting bylaws;

(7) procedures for making annual reports and financial statements; and
(8) other matters for the conduct of husiness by the board.

Sec. 29.35.695. Authority subject to public records and open meetings laws.

An authority established under AS 29.35.605 is subject to. J40.25.110- 40.25.220 and
to AS 44.62.310 - 44.62.312.
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Sec. 29.35.700. Annual report.

Within 90 days following the end of the fiscal year of an authority, the board shall
distribute to the mayor and governing body of each municipality participating in the
authority a report descnbmﬂ the operations and financial condifion of the authority during
the preceding fiscal year. The report may include suggestions for legislation relating to
the structure, powers, or duties of the authority or operation of facilities of the authority.
The report must itemize the cost of Erowdlng each category of service offered by the
authority and the income generated by each category.

Sec. 29.35.705. Audits.

~(a) The hoard shall have the financial records of an authority audited annually by an
independent certified public accountant.

(bz An authority shall make all of its financial records availahle to an auditor
appointed by a municipality participating in the authority for examination.

Sec. 29.35.710. Remedies.

A holder of bonds or notes or coupons attached to the bonds issued bkl an authority under
AS 29.35.625 , and a trustee under a trust agreement or resolution authorizing the
issuance o fthe bonds, except as restricted by a trust agreement or resolution, either at law
or in equity, may

(1) enforce all rights granted under AS 29.35.600 - 29.35.730, the trust agreement or
resolution, or another contract executed by the authority; and

ézg compel the performance ofall duties of the authority required by AS 29.35.600 -
29.35.730 or the trust agreement or resolution.

Sec. 29.35.715. Claims,

For the purpose ofjudicial and regulatory proceedings by and against an authority, an
authorlt%/ and its board members and e_mployees enjoy the same Tights, privileges, and
immunities as a municipality and municipal officers.

Sec. 29.35.720. Conflicting laws inapplicable.

If provisions of AS 29.35.600 - 29.35.730 conflict with other provisions of this title, the
provisions of AS 29.35.600 - 29.35.730 prevail,

Sec. 29.35.722. Ownership or operation of certain state facilities prohibited.

The state may not, without the approval of the legislature,
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~ (1) convey or transfer the Alaska marine hi%hway system, the Anchorage or
Fairbanks international airports, or any other state asset, except undeveloped state land as
provided in AS 38.05.810 or surplused property, to an authority; or

(2) enter into an agreement with an authority under which the authority would
operate the Alaska marine highway system, the Anchorage or Fairbanks international
alrp?rts, or any other state facility, system, or function that employs one or more
employees.

Sec. 29.35.725. Definitions.
In AS 29.35.600 - 29.35.730, unless the context otherwise requires,

(1) "authority" means a port authority established under AS 29.35.605;
(2) "board" means the board of directors ofan authority;
(

)
)
3) "bonds" includes bonds, bond anticipation notes, notes, refunding bonds, or other
forms of indebtedness of the authority;

(4) "bylaws" or "bylaws of the authority" means the guidelines adopted bg and
amended by the board from time to time in accordance with AS 29.35.600 - 29.35.730;

ot (5) "port" means a facility oftransportation related commerce located within the
state;

(6) "project" means a port, dock, and administrative facilities, including property
necessary in connection with the operation of a port;

(7) "project cost" or "cost of a project” means all or any part of the aggregate costs
determined by an authority to be necessary to finance the construction or acquisition ofa
project, mclude without limitation to the cost of achwrmg_reaI property, the cost of
constructing buildings and improvements, the cost o ffinancing the P_YOJEC'[, including,
without limitation, interest charges before, during, or after construction or acquisition of
the project, costs related to the determination of the feasibility, planning, design, or
engme_ermg of the project and, to the extent determined necessary by the authority, |
administrative expenses, the cost o f machinery or equipment to be used in the operation
or rehabilitation of a port, and all other costs, charges, fees, and expenses that may be
determined by the authority to be necessary to finance the construction or acquisition;

(8) "real property" or "land" means any interest in real property, including tidal and
submerged land, and an¥ right appurtenant to the interest, and without limitation,
interests less than full title such as easements, uses, leases, and licenses;

[9) "regulation” means a standard of general application or the amendment,
supplement, revision, or repeal of a standard adopted by an authority to implement,
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interpret, or make specific the law enforced or administered by it or to govern it
procedure.

Sec. 29.35.730. Short title.
AS 29.35.600 - 29.35.730 may he referred to as the Municipal Port Authority Act.
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NORTH SLOPE BORQUGH
ORDINANCE SERIAL NO. 99-06

ORDINANCE OF THE NORTH SLOPE BOROUGH PROVIDING
FOR THE CREATION OF THE ALASKA GASLINE PORT
AUTHORITY PURSUANT TO THE MUNICIPAL PORT
AUTHORITY ACT AS AUTHORIZED IN A.S. 29.35.600, ETSEQ.

WHEREAS, Article VIIl, Section i, Constitution of the State of Alaska, provides that it is
the policy of the State to encourage the settlement of its land and the development of its
resources by making them available for maximum use consistent with the public interest.

WHEREAS, development of Alaska's natural gas reserves is of critical importance to
the financial well-being of the State of Alaska and of its citizens.

WHEREAS, development of Alaska’s natural gas reserves has been delayed for many
years because of, among other things, the lack of a pipeline or other economically viable
method for transporting natural gas to market. Private interests have been unable to finance

or construct such a p;peline.

WHEREAS, public ownership of a natural gas pipeline offers some advantages over
private ownership. Income from pipeline operations would be exempt from federal income tax.
Interest on bonds issued to finance pipeline construction would, to some extent, be exempt

from federal income tax.

WHEREAS, the seller of the gas must be an entity that can credibly deliver gas to the
purchasers. No such entity currently exists. Private entities alone cannot finance or construct

the pipeline on an economically viable basis.

WHEREAS. Alaska law permits one or more municipalities to create a Port Authority
that could credibly deliver natural gas to purchasers. The port authority would have the power
to finance and construct the pipeline and related facilities, and to purchase and sell natural

gas.
NOW. THEREFORE, BE IT ENACTED:

Section 1. Classification. This ordinance is of a general and permanent natui? and shall
become part of the Borough Code.

Section 2. Severability. If any provision of this ordinance or any application thereof to any
person or circumstances s held invalid, the remainder of this ordinance and the application to
other persons or circumstances shall not be affected thereby.

Section 3. Effectiveness. This ordinance shall become effective upon adoption by the
Assembly and approval by the voters.
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Section 4. Adoption. New Code Sections 4.01.010 through 4.01.220 are adopted as
annexed hereto as part of this ordinance and Title 4 of the Code of Ordinances of the Nort

Slope Borough.

INTRODUCED:
ADOPTED:

President

ATTEST:

Clerk

nnn-

O tu”-N xU
Mayor

Date:
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TITLE 4; ALASKA GASLINE PORT AUTHORITY
Chapter

Section

401000 DEFINITIONS
401020  PURPOSE: BOUNDARIES

4.01.03f  CREATION OF AUTHORITY

401U TERM

401.050  PARTICIPATION OF MUNICIPALITIES
401060  POWER: RESTRICTION UPON EXERCISE
4010710  GOVERNING BOARD

401080  BYLAWS

401090  MEETINGS OF THE BOARD

401100 OFFICERS: DUTIES

401.110 ~ BONDS; INDEBTEDNESS

401120 OPERATION OF THE PROJECT

401130 CONTRIBUTIONS AND ADVANCES; PAYMENT OF COSTS
401140~ ACCOUNTS AND REPORTS

401150~ DEVELOPMENT PLAN

401.160  DISSOLUTION

401170 SHARING OF NET REVENUES

401180  SEVERABILITY

401.190  AMENDMENT OF ORDINANCE

401200 SECTION HEADINGS

401210 ~ AMENDMENT OF LAW
401.220  ELECTION

§4.01.010  Definitions

Unless the context otherwise requires, the terms defined in this §4.01.010 shall
for all purposes of this Ordinance have the meanings herein specified.

AcCt - The term “Act” shall mean the Municipal Port Authority Act, Alaska Statutes
Section 29.35.600 et seq.

Authority - The term “Authority” shall mean the Alaska Gasline Port. Authority
created by this Ordinance.

Board - The term “Board" shall mean the governing board of the Authority.

Bonds - The term "Bonds" shall mean bonds or other obligations of the Authority
authorized ann issued pursuant to the Act, including each and all series of bonds, and
shall also include, except where the context shall require otherwise, any other form of
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indebtedness of the Authority authorized, issued or incurred pursuant to the Act.

ByIaWS - The term “Bylaws" means the bylaws of the Authority as adopted by
the Board pursuant to the Act and 84.01.080 of this Ordinance.

Original MUHlClpallty - The term “Original Municipality" shall havt the meaning
given such term in 84.01.050 of this Ordinance.

Participating l\/lunICIpaIIty - The term "Participating Municipality" shall mean

each Original Municipality and each municipality which joins and participates in the
Authority as provided in the AcL

Project - The term “Project" shall mean the acquisition, construction, financing,
installation and improvement of a port facility in the Port of Valdez, including associated
and related facilities for the conditioning, transportation, liquefaction, storage and
shipping of natural gas and other commodities to, at and from such facility. "Project"
shall include conditioning plants, compression stations, pipelines, spur lines, and
liquefied natural gas facilities, and shall also include the acquisition and purchase of
natural gas and related commodities (or rights thereto) and all permits, licenses and
related rights necessary or convenient for the operation of any of the facilities described

above.

SpOﬂSOf - The term "Sponsor" shall mean each of the City of Valdez, the
Fairbanks North Star Borough, the North Slope Borough and the Municipality of
Anchorage upon adoption by such municipality of this Ordinance or an ordinance

parallel to this Ordinance, as appropriate.

State - The term “State" means the State of Alaska.

§4.01.020 Purpose and Boundaries.

This Ordinance is adopted pursuant to the Act to provide for the creation of the
Authority as a port authority and public corporation of the Participating Municipalities.

The boundaries of the Authority shall be coterminous with the boundaries of the
Participating Municipalities.

§4.01.030 Creation of Authority.

Upon approval of the voters of one or more of the Sponsors, there shall be
created pursuant to the Act and this Ordinance a port authority to be known as the
“Alaska Gasiine Port Authority.” As provided in the Act, the Authority shall be a public
corporation separate and apart from the Participating Municipalities. The deDts,
liabilities and obligations of the Authority shall not constitute debts, liabilities or
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obligations of the Participating Municipalities.

§4.01.040 Term.

The Autf ority shall be established and come into existence upon the approval of
the voters of any one or more of the Sponsors and shall continue in existence and
effect until the later of (i) such time as the Bonds and the interest thereon shall have
been paid in full, and (ii) dissolution of the Authority upon the vote of the Board.

§4,01.050 Participation of Municipalities.

Each Sponsor shall join and participate in the Authority upon (1) adoption of this
Ordinance or an ordinance parallel to this Ordinance, as appropriate, and (2) either (a)
approval of such ordinance by rhe voters of such municipality or (b) otherwise satisfying
prior to December 31, 1999, the requirements set forth in the Act relating to joining a
port authority. Only sponsors who join the Authority by December 31, 1999, shall be

considered Original Municipalities.

§4.01.060. Power; Restriction upon Exercise.

The Authority shall have the power to acquire, by purchase, lease, contribution,
condemnation or otherwise, real.property and personal property far the Project, and to
construct and improve, or cause to be constructed and improved, and to maintain and
operate all or part of the Project; subject, however to the conditions and restrictions

heretofore and hereinafter in this Ordinance contained.

The Authority is authorized, in its own name, to do all acts necessary or
convenient for the exercise of said power for said purposes, including but not limited to,

any of the following;
1 sue and be sued;
2. have a seal and alter it at pleasure;

3. acquire an interest in a project as necessan/ or
appropriate to provide financing for the project,
whether by purchase, gift, or lease;

4, lease to others a project acquired by itand
upon the terms and conditions the Authority
may consider advisable, including, without
limitation, provisions for purchase or renewal,
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10.

11.

12.

13.

sell, by installment sale or otherwise,
exchange, donate, convey, or encumber in any
manner by mortgage or by creation of another
security interest, real or personal properly
owned by it, or in which it has an interest,
including a project, when, in the judgment of
the Authority, the action is in furtherance of the
Authority’s purposes;

accept gifts, grants, or loans, under the terms
and conditions imposed under the gift, grant, or
loan, and enter into contracts, conveyances or
other transactions with a federal agency or an
agency or instrumentality of the state,
municipality, private organization, or other
person;

deposit or invest its funds, subject to
agreements with bondholders;

purchase or insure loans to finance the costs
of projects;

provide for security within the boundaries of
the Authority;

enter into loan agreements with respect to one
or more projects upon the terns and conditions
the Authority considers advisable;

acquire, manage, and operate projects as the
Authority considers necessary or appropriate
to serve the authority’s purposes;

assist private lenders to make loans to finance
the costs of projects through loan
commitments, short-term financing, or
otherwise;

charge fees or other forms of remuneration for
the wuse or possession of projects in
accordance with the agreements described in
this section, other agreements relating to the

4
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14.

15.

16.

17.

projects, covenants, or representations made
in bond documents relating to the projects, or
regulations of the authority relating to the

projects;

exercise the powers of eminent domain and
declaration of taking within its physical
boundaries under AS 29.35.030 to acquire
land or materials for authority purposes;

defend and indemnify a current or former
member of the board, employee, or agent of
the Authority against all costs, expenses,
judgments, and liabilities, including attorney
fees, incurred by or imposed upon that person
in connection with civil or criminal action in
which the person is involved as a result of the
person's affiliation with the Authority if the
person acted in good faith on behalf of the
Authority and within the scope of the person's
official duties and powers;

purchase insurance to protect and hold
harmless its employees, agents, and board
members from an action, claim, or proceeding
arising out of the performance, purported
performance, or failure to perfc"'m in good faith,
of duties for, or employment with the Authority
and to hold them harmless from expenses
connected with the defense, settlement, or
monetary judgments from that action, claim, or
proceeding; the purchase of insurance is
subject to the discretion of the board;
insurance purchased under this paragraph
may not be considered compensation to the
insured person; and

protect its assets, services, and employees by
purchasing insurance or providing for certain
self-insurance retentions; an authority may
also maintain casualty, property, business
interruption, marine, boiler and machinery,
pollution liability, and other insurance in
amounts reasonably calculated to cover
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potential claims against the Authority or a
municipality for bodily injury, death or disability,
and property damage that may arise from or be
related to Authority operations and activities.

Such powers shall be exercised subject only to such restrictions upon the
manner of exercising such powers as are imposed under this Ordinance and the Act.
The Authority shall have such additional powers as may be necessary or convenient to
effect the purposes of this Ordinance or as may be provided in the Act, as it may

hereafter be amended and supplemented.

§4.01.070. Governing Board.

Each Original Municipality shall appoint three (3) members to the Board, each
serving in his or her individual capacity as a member of the Board. Each member of the
Board shall serve for a term of four (4) years. Any appointment to fill an unexpired term
shall be for the remainder of such unexpired term. The terms of office specified above
shall be applicable unless the term of office of the respective member is terminated as

hereinafter provided.

Each member of the Board shall be a registered voter, reside within the State of
Alaska, and serve at the pleasure of the governing body of the Original Municipality by
whom such member was appointed. The term of office of any member of the Board
appointed by an Original Municipality may be terminated at any time by a majority vote
of the governing body of such Original Municipality which appointed such member.

Members of the Board shall be entitled to receive reimbursement for any
expenses actually incurred in connection with serving as a member of the Board, if the
Board shall determine that such expenses shall be reimbursed and there are

unencumbered funds available for such purposes.

§4.01.080. Bylaws.

The Board shall adopt appropriate bylaws necessary or convenient for the
conduct of its function and purposes.

84,01.090. Meetings of the Board

The manner, time and conduct of meetings of the Board shall be as set forth in
the Bylaws.

§4.01.100. Officers; Duties.
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or municipalities participating in the Authority.

§4.01.160. Dissolution.

The Authority shall cease to exist r nd be dissolved upon the termination thereof
as provided in 84.01.040 of this Ordinance. Upon dissolution of the Authority, the
assets of the Authority shall be distributed to all the Participating Municipalities as

provided in Section 29.35.S510 of the Act.

84.01.170. Sharing of Net Revenues.

All net revenues derived by the Authority from the Proj ct, after payment of
maintenance and operation costs, capital expenditures, debt service and ether costs
and expenses related to the operation of the Project or of the Authority and after
establishment and funding of such reserves as the Authority shall deem necessary or
appropriate, shall be shared with the State and all municipalities, regardless of
membership in the Authority, in accordance with the following formula:

@ Municipalities that have real or personal property
located within their taxing jurisdiction that is exempt from
taxation because it is owned by the Authority, shall receive
annually a Payment In Lieu of Tax (PILT) equal to two
percent (2%) of the original cost of construction or
acquisition of that property within their taxing boundaries.
The value each year of the property qualifying for the PILT
shall be its original cost plus subsequent capital costs added
to those facilities in each municipality. This does not include
the costs incurred for maintenance.

()] The balance of the net revenues following the PILT
payments described above shall be distributed as follows:

(@ Sixty percent (60%) shall be
distributed to the State of Alaska;

(b) Thirty percent (30%) shall be
distributed to municipalities as
follows:

(0 each municipality shall
receive an annual pro rata
payment based upon their
population, as established by the
Alaska Taxable for that year, with

8
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each municipality receiving a
minimum  payment of Fifty
Thousand Dollars ($50,000).

(i) each municipality within a
borough shall receive a pro
rata payment based upon the
percentagethat their prior
year's general fund operating
budget is to the general fund
operatingbudget of the

borough. The balance
remaining shall be paid to the
borough. The  minimum

annual payment shall also
apply to municipalities within a
borough.

() Ten percent (10%) shall be
divided equally among the Original
Municipalities of the Authority who
became members prior to December 31,

1999.

§4.01.180. Severability.

Should any part, term or provision of this Ordinance be decided by the courts to
be illegal or in conflict with any law of the State, or otherwise be rendered
unenforceable or ineffectual, the validity of the remaining parts, terms or provisions

shall not be affected thereby.

§4.01.190. Amendment of Ordinance.

This Ordinance may be amended by the governing board of each Original
Municipality then participating in the Authority, but only with the prior approval of the

Board.

84.01.200. Section Headings.

All Section headings contained herein are for convenience of reference only and
are not intended to define or limit the scope of any provision of this Ordinance.

§4.01.210, Amendment of Law.
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All references in this Ordinance to specific statutes shall be construed to refer to
those statutes as may be amended or recodified from time to time.

§4.01.220. Election.

The appropriate officers, employees, representatives and agents of the North
Slope Borough are hereby authorized and directed to do everything necessary or
desirable to the calling and holding of the election and to otherwise carry out the
provisions of this Ordinance. This election shall be held or. October 5, 1999.
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By: Hank Hove, Mayor

Mike Young
Introduced: 07/22/99
Advanced: 07/22/99
Adopted: 08/12/99

ORDINANCE NO. 99-059

ORDINANCE OF THE FAIRBANKS NORTH STAR
BOROUGH PROVIDING FOR THE CREATION OF THE
ALASKA GASLINE PORT AUTHORITY PURSUANT TO
THE MUNICIPAL PORT AUTHORITY ACT AS
AUTHORIZED IN AS 29.35.600 ET SEQ.

WHEREAS, Article VI, Section |, Constitution of the State of Alaska,
provides that it is the policy of the State to encourage the settlement of its land and the
development of its resources by making them available for maximum use consistent

with the public interest; and

WHEREAS, development of Alaska’s natural gas reserves is of critical
importance to the financial well-being of the State of Alaska and of its citizens; and

WHEREAS, development of Alaska’s natural gas reserves has been
delayed for many years because of, among other things, the lack of a pipeline or other
economically viable method for transporting natural gas to market. Private interests
have been unable to finance or construct such a pipeline; and

WHEREAS, public ownership of a natural gas pipeline offers some
advantages over private ownership. Income from pipeline operations would be exempt
from federal income tax. Interest on bonds issued to finance pipeline construction
would, to some extent, be exempt from federal income tax; and

WHEREAS, the seller of the gas must be an entity that can credibly
deliver gas to the purchasers. No such entity currently exists. Private entities alone
cannot finance or construct the pipeline on an economically viable basis; and

WHEREAS, A'aska law permits one or more municipalities to create a
Port Authority that could credibly dr"‘er natural gas to purchasers. The Port Author ty
would have the power to finance and construct the pipeline and related facilities, and to

purchase and sell natural gas.

NOW, THEREFORE, BE IT ORDAINED by the Fairbanks North Star
Borough Assembly as follows:
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Section 1. Definitions.

Unless the context otherwise requires, the terms defined in this Section 1 shall
for all purposes of this Ordinance have the meanings herein specified.

ACt - The term “Act" shall mean the Municipal Port Authority Act, Alaska Statutes
Section 29.35.600 et seq.

AUthOrlty * The term "Authority" shall mean the Alaska Gasline Port Authority
created by this Ordinance.

Board - The term “Board" shall mean the governing board of the Authority.

Bonds - The term “Bonds" shall mean bonds or other obligations of the Authority
authorized and issued pursuant to the Act, including each and all series of bonds, and
shall also include, except where the context shall require otheiwise, any other form of
indebtedness of the Authority authorized, issued or incurred pursuant to the Act.

ByIaWS - The term "Bylaws” means the bylaws of the Authority as adopted by
the Board pursuant to the Act and Section 8 of this Ordinance.

Original l\/lun|C|pa||ty The term "Original Municipality" shall have the meaning
given such term in Section 5 of this Ordinance.

Participating MumCIpaIIty - The term "Participating Municipality" shall mean
each Original Municipality and each municipality which joins and participates in the
Authority as provided in the Act.

PrOjeCt - The term “Project" shall mean the acquisition, construction, financing,
installation and improvement of a port facility in the Port of Valdez, including associated
and related facilities for the conditioning, transportation, liquefaction, storage and
shipping of natural gas and other commodities to, at and from such facility. "Projects"
shall include conditioning plants, compression stations, pipelines, spur lines, and
liquefied natural gas facilities, and shall also include the acquisition and purchase of
natural gas and related commodities (or rights thereto) and all permits, licenses and
related rights necessary or convenient for the operation of any of the facilities described

above.

SpOﬂSOf The term "Sponsor" shall mean each of the City of Valdez, the
Fairbanks North Star Borough, North Slope Borough and the Municipality of Anchorage
upon adoption by such municipality of this Ordinance or an ordinance parallel to this
Ordinance, as appropriate.

State - The term “State” means the State of Alaska.
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Section 2, Purpose; Boundaries.

This Ordinance is adopted pursuant to the Act to provide for the creation of the
Authority as a port authority and public corporation of the Participating Municipalities.

The boundaries of the Authority shall be coterminous with the boundaries of the
Participating Municipalities.

Section 3. Creation of Authority.

Upon approval of the voters of one or more of the Sponsors, there shall be
created pursuant to the Act and this Ordinance a port authority to be known as the
“Alaska Gasline Port Authority.” As provided in the Act, the Authority shall be a public
corporation separate and apart from the Participating Municipalities. The debts,
liabilities and obligations of the Authority shall not constitute debts, liabilities or
obligations of the Participating Municipalities.

Section 4. Term.

The Authority shall be established and come into existence upon the approval of
the voters of any one or more of the Sponsors and shall continue in existence and
effect until the later of (i) such time as the Bonds and the interest thereon shall have
been paid in full, and (ii) dissolution of the Authority upon the vote of the Board.

Section 5. Participation of Municipalities.

Each Sponsor shall join and participate in the Authority upon (1) adoption of this
Ordinance or an ordinance parallel to this Ordinance, as appropriate, and (2) either (a)
approval of such ordinance by the voters of such municipality or (b) otherwise satisfying
prior to December 31, 1999, the requirements set forth in the Act relating to joining a
port authority. Only sponsors who join the Authority by December 31, 1999, shall be
considered Original Municipalities.

Section 6. Power; Restriction Upon Exercise.

The Authority shall have the power to acquire, by purchase, lease, contribution,
condemnation or otherwise, real property and personal property for the Project, and to
construct and improve, or cause to be constructed and improved, and to maintain and
operate all or part of the Project; subject, however to the conaitions and restrictions
heretofore and hereinafter in this Ordinance contained.

The Authority is authorized, in its own name, to do all acts necessary or
convenient for the exercise of said power for said purposes, including but not limited to,
any of the following:
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N

10.

11

NO.

sue and be sued;

have a seal and alter it at pleasure;
acquire an interest in a project as necessary or
appropriate to provide financing for the project,
whether by purchase, gift, or lease;

lease to others a project acquired by it and
upon the terms and conditions the Authority
may consider advisable, including, without
limitation, provisions for purchase or renewal,

sell, by installment sale or otherwise,
exchange, donate, convey, or encumber in any
manner by mortgage or by creation of another
security interest, real or personal property
owned by it, or in which it has an interest,
including a project, when, in the judgment of
the Authority, the action is in furtherance of the
Authority’s purposes;

accept gifts, grants, or loans, under the terms
and conditions imposed under the gift, grant, or
loan, and enter into contracts, conveyances or
other transactions with a federal agency or an
agency or instrumentality of the state, a
municipality, private organization, or other
person;

deposit or invest its funds, subject to
agreements with bondholders;

purchase or insure loans to finance the costs
of projects;

provide for security within the boundaries of
the Authority;

enter into loan agreements w.... respect to one
or more projects upon the terms and conditions
the Authority considers advisable;

acquire, manage, and operate projects as the

Authority considers necessary or appropriate
to serve the authority’s purposes;

99-059
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12.

13.

14.

15.

16.

assist private lenders to make loans to finance
the costs of projects through loan
commitments, short-term financing, or
otherwise;

charge fees or other forms of remuneration for
the use or possession of projects in
accordance with the agreements described in
this section, other agreements relating to the
projects, covenants, or represenu’+ions made
in bond documents relating to the projects, or
regulations of the authority relating to the
projects;

exercise the powers of eminent domain and
declaration of taking within its physical
boundaries under AS 29.35.030 to acquire
land or materials for authority purposes;

defend and indemnify a current or former
member of the board, employee, or agent of
the Authority against all costs, expenses,
judgments, and liabilities, including attorney
fees, incurred by or imposed upon that person
in connection with civil or criminal action in
which the person is involved as a result of the
person's affiliation with the Authority if the
person acted in good faith on behalf of the
Authority and within the scope of the person’s
official duties and powers;

purchase insurance to protect and hold
harmless its employees, agents, and board
members from an action, claim, or proceeding
arising out of the performance, purported
performance, or failure to perform in good
faith, of duties for, or employment with the
Authority and to hold them harmless from
expenses connected with the defense,
settlement, or monetary judgments from that
action, claim, or proceeding; the purchase of
insurance is subject to the discretion of the
board; insurance  purchased under this
paragraph may not be considered
compensation to the insured person; and

ORDINANCE NO. 99-059
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17. protect its assets, services, and employees by
purchasing insurance or providing for certain
self-insurance retentions; an authority may
also maintain casualty, property, business
interruption, marine, boiler and machinery,
pollution liability, and other insurance in
amountO reasonably calculated to cover
potential claims against the Authority or a
municipality for bodily injury, death or disability,
and pro)Eerty damage that may arise from or be
related "0 Authority operations and activities.

Such powers shall be exercised subject only to such restrictions upon the
manner of exercising such powers as are imposed under this Ordinance and the Act.
The Authority shall have such additional powers as may be necessary or convenient to
effect the purposes of this Ordinance or as may be provided in the Act, as it may
hereafter be amended and supplemented.

Section 7. Govern nq Board.

Each Original Municipality shall appoint turee (3) members to the Board, each
serving in his or her individual capacity as a member of the Board. Each member of the
Board shall serve for a term of four (4) years. Any appointment to fill an unexpired term
shall be for the remainder of such unexpired term. The terms of office specified above
shall be applicable unless the term of office of the respective member is terminated as
hereinafter provided.

Each member of the Board shall be a registered voter, reside within the State of
Alaska, and serve at the pleasure of the governing body of the original Municipality by
whom such member was appointed. The term of office of any member of the Board
appointed by an original Municipality may be terminated at any time by a majority vote
of the governing body of such original Municipality which appointed such member.

Members of the Board shall be entitled to receive reimbursement for any
expenses actually incurred in connection with serving as a member of the Board, if the
Board shall determine that such expenses shall be reimbursed and there are
unencumbered funds available for such purposes.

Section 8. ByIaWS.

The Board shall adopt appropriate bylaws necessary or convenient for the
conduct of its function and purposes.
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Section 9. Meetings of the Board.

The manner, time and conduct of meetings of the Board shall be as set forth in
the Bylaws.

Section 10. Officers: Duties.

The Board shall appoint such officers as shall be set forth in the Bylaws,
including, but not limited to, a chief executive officer as provided in the Act.

Section 11. Bonds: Indebtedness.

The Authority shall have power to issue Bonds in accordance with the provisions
of the Act for the purpose of raising funds necessary to carry out its powers under this
Ordinance and to enter into appropriate agreements or leases to secure said Bonds.

The Authority shall also have the power to issue any other form of indebtedness
authorized by the Act in accordance with the provisions of the Act for such purposes.

Section 12. Operation of the Project.

The Authority shall provide for the operation and maintenance of the Project.
Section 13. Contributions and Advances; Payment of Costs.

Contributions or advances of public funds and of personnel, equipment or
property may be made to the Authority by the Participating Municipalities for any of the
purposes of this Ordinance. Payment of public funds may be made to defray the cost
of any such contribution. Any such advance may be made subject to repayment and in
such case shall be repaid in the manner agreed upon by the respective Participating
Municipality and the Authority at the time of making such advance

Section 14. Accounts and Reports.

The Authority shall establish and maintain such funds and accounts as may be
required by good accounting practice and by any provision of any resolution of the
Authority securing Bonds. The books and records of the Authority shall be open to
inspection at all reasonable times by each Participating Municipality and their respective
representatives. Within ninety (90) days following the end of each fiscal year of the
Authority, the Board shall distribute lo the mayor and governing body of each
Participating Municipality a report describing the operations and financial condition of
the Authority during the preceding fiscal year.
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Section 15. Development Plan.

Prior to commencement of the Project, the Authority shall deliver to each
Participating Municipality a development plan with respect to the acquisition,
construction and installation of the Project. The Authority shall be prohibited from
undertaking the construction or acquisition of a project unless the project appears in a
development plan submitted to and approved by the governing body of the municipality
or municipalities participating in the Authority.

Section 16. Dissolution.

The Authority shall cease to exist and be dissolved upon the termination thereof
as provided in Section 4 of this Ordinance. Upon dissolution of the Authority, the
assets of the Authority shall be distributed to all the Participating Municipalities as
provided in Section 29.35.610 of the Act.

Section 17. Sharing of Net Revenues.

All net revenues derived by the Authority from the Project, after payment of
maintenance and operation costs, capital expenditures, debt service and other costs
and expenses related to the operation of the Project or of the Authority and after
establishment and funding of such reserves as the Authority shall deem necessary or
appropriate, shall be shared with the State and all municipalities, regardless of
membership in the Authority, in accordance with the following formula:

D Municipalities that have real cr personal property
located within their taxing jurisdiction that is exempt from
taxation because it is owned by the Authority, shall receive
annually a Payment In Lieu of Tax (PILT) equal to two
percent (2%) of the original cost of construction or
acquisition of that property within their taxing boundaries.
The value each year of the property qualifying for the PILT
shall be its original cost plus subsequent capital costs added
to those facilities in each municipality. This does not include
the costs incurred for maintenance.

2 The balance of the net revenues following the PILT
payments described above sh-,'l be distributed as follows:

(a) Sixty percent (60%) shall be
distributed to the State of Alaska;

(b) Thirty percent (30%) shall be
distributed to municipalities as
follows:
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0] each  municipality shall
receive an annual pro rata
payment based upon their
population, as established by the
Alaska Taxable for that year, with
each municipality receiving a
minimum payment of Fifty
Thousand Dollars ($50,000).

(i) each municipality within a
borough shall receive a pro rata
payment  based upon the
percentage that their prior year’s
general fund operating budget is
to the general fund operating
budget of the borough. The
balance remaining shall be paid
to the borough. The minimum
annual payment shall also apply
to municipalities within S
borough.

(c) Ten percent (10%) shall be divided
equally among the Original Municipalities of
the Authority who became members prior to
December 31, 1999.

Section 18. Severability.

Should any part, term or provision of this Ordinance be decided by the courts to
be illegal or in conflict with any law of the State, or otherwise be rendered
unenforceable or ineffectual, the validity of the remaining parts, terms or provisions
shall not be affected thereby.

Section 19. Amendment of Ordinance.

This Ordinance may be amended by the governing board of each Original
Municipality then participating in the Authority, but only with the prior approval of the
Board.

Section 20. Section Headings.

All Section headings contained herein are for convenience of reference only and
are not intended to define or limit the scope of any provision of this Ordinance.
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Section 21. Amendment of Law.

All references in this Ordinance to specific statutes shall be construed to refer to
those statutes as may be amended or recodified from time to time.

Section 22. Election.

The appropriate officers, employees, representatives and agents of the
Fairbanks North Star Borough are hereby authorized and directed to do everything
necessary or desirable to the calling and holding of the election and to otherwise carry
out the provisions of this Ordinance. This election shall be held on October 5,1999.

Section 23. This ordinance shall take effect immediately upon passage and approval.

PASSED AND APPROVED THU

Presiding Officer

ATTEST:

Mona Lisa Drexler{ CMC/AAE
Municipal Borough Clerk

Ayes. Veazey, Parr, Webb, Young, Prax, Beck, Cummings, Sonaffank, Sattley
Noes: None
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CITY OF VALDEZ, ALASKA
ORDINANCE NO. 99-11

ORDINANCE OF THE CITY OF VALDEZ PROVIDING FOR
THE CREATION OF THE ALASKA GASLINE PORT
AUTHORITY PURSUANT TO THE MUNICIPAL PORT
AUTHORITY ACT AS AUTHORIZED IN AS 29.35.600 E |
SEQ.

PEREAS, Atrticle VIII, Section I, Constitution of the State of Alaska, provides
that i Jie policy of the State to encourage the settlement of its land and the
development of its resources by making them available for maximum use consistent

with the public interest; and

WHEREAS, development of Alaska's natural gas reserves is of critical
importance to the financial well-being of the State of Alaska and of its citizens; and

WHEREAS, development of Alaska's natural gas reserves has been delayed for
many years because of, among other things, the lack of a pipeline or other
economically viable method for transporting natural gas to market. Private interests
have been unable to finance or construct such a pipeline; and

WHEREAS, public ownership of a natural gas pipeline offers some advantages
over private ownership. Income from pipeline operations would be exempt from federal
income tax. Interest on bonds issued to finance pipeiine construction would, to some
extent, be exempt from federal income tax; and

WHEREAS, the seller of the gas must be an entity that can credibly deliver gas
to the purchasers. No such entity currently exists. Private entities alone cannot finance
or construct the pipeline on an economically viable basis; and

WHEREAS, Alaska law permits one or more municipalities to create a Port
Authority that cruld credibly deliver natural gas to purchasers. The Port Authority
would have the power to finance and construct the pipeline and related facilities, and to
purchase and sell natural gas.

NOW, THEREFORE, BE IT ORDAINED by the People of the City of Valdez, Alaska, as
follows:

ORDINANCE NO. 99-11 1
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Section 1. Definitions.

Unless the context otherwise requires, the terms defined in this Section 1 shall
for all purposes of this Ordinance have the meanings herein specified.

ACt - The term “Act” shall mean the Municipal Port Authority Act, Alaska Statutes
Section 29.35.600 et seq.

AUthOfity - The term “Authority” shall mean the Alaska Gasline Port Authority
created by this Ordinance.

Board - The term “Board" shall mean the governing board of the Authority.

Bonds - The term “Bonds” shall mean bonds or other obligations of the Authority
authorized and issued pursuant to the Act, including each and all series of bonds, and
shall also include, except where the context shall require otherwise, any other form of
indebtedness of the Authority authorized, issued or incurred pursuant to the Act.

ByIaWS - The term “Bylaws” means thé5 bylaws of the Authority as adopted by
the Board pursuant to the Act and Section 8 of this Ordinance.

Original l\/lunICIpaIIty - The term “Original Municipality" shall have the meaning
given such term in Section 5 of this Ordinance.

Participating l\/lunICIpaIIty - The term “Participating Municipality" shall mean

each Original Municipality and each municipality which joins and participates in the
Authority as provided in the Act.

PfO]ECt - The term “Project” shall mean the acquisition, construction, financing,
installation and improvement of a port facility in the Port of Valdez, including associated
and related facilities for the conditioning, transportation, liquefaction, storage and
shipping of natural gas and other commodities to, at and from such facility. “Project"
shall include conditioning plants, compression stations, pipelines, spur lines, and
liguefied natural gas facilities, and shall also include the acquisition and purchase of
natural gas and related commodities (or rights thereto) and all permits, licenses and
related rights necessary or convenient for the operation of any of the facilities described

above.

SpOﬂSOf - The term “Sponsor" shall mean each of the City of Valdez, the
Fairbanks North Star Borough, North Slope Borough and the Municipality of Anchorage
upon adoption by such municipality of this Ordinance or an ordinance parallel to this

Ordinance, as appropriate.
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State - The term “State” means the State of Alaska.

Section 2. Purpose: Boundaries.

This Ordinance is adopted pursuant to the Act to provide for the creation of the
Authority as a port authority and public corporation of the Participating Municipalities.

The boundaries of the Authority shall be coterminous with the boundaries of the
Participating Municipalities.

Section 3. Creation of Authority.

Upon approval of the voters of one or more of the Sponsors, there shall be
created pursuant to the Act and this Ordinance a port authority to be known as the
“Alaska Gasline Port Authority." As provided in the Act, the Authority shall be a public
corporation separate and apart from the Participating Municipalities. The debts,
liabilities and obligations of the Authority shall not constitute debts, liabilities or

obligations of the Participating Municipalities.

Section 4. Term.

The Authority shall be established and come into existence upon the approval of
the voters of any one or more of the Sponsors and shall continue >n existence and
effect until the later of (i) such time as the Bonds and the interest thereon shall have
been paid in full, and (ii) dissolution of the Authority upon the vote of the Board.

Section 5. Participation of Municipalities.

Each Sponsor shall join and participate in the Authority upon (1) adoption of this
Ordinance or an ordinance parallel to this Ordinance, as aporopriate, and (2) either (a)
approval of such ordinance by the voters of such municipality or (b) otherwise satisfying
prior to December 31, 1999, the requirements set forth in the Act relating to joining a
port authority. Only sponsors who join the Authority by December 31, 1999, shall be
considered Original Municipalities.

Section 6. Power: Restriction Upon Exercise.

The Authority shall have the power to acquire, by purchase, lease, contribution,
condemnation or otherwise, real property and personal property for the Project, and to
construct and improve, or cause to be constructed and improved, and to maintain and
operate all or part of the Project; subject, however to the conditions and restrictions
heretofore and hereinafter in this Ordinance contained.
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The Authority is authorized, in its own name, to do all acts necessary or
convenient for the exercise of said power for said purposes, including but not limited to,

any of the following:

1 sue and be sued;

2. have a seal and alter it at pleasure;

3. acquire an interest in a project as necessary or appropriate to
provide financing for the project, whether by purchase, gift, or
lease;

4, lease to others a project acquired by it and upon the terms and
conditions the Authority may consider advisable, including, without
limitation, provisions for purchase or renewal;

5. sell, by installment sale or otherwise, exchange, donate, convey, or
encumber in any manner by mortgage or by creation of another
security interest, real or personal property owned by it, or in which
it has an interest, including a project, when, in the judgment of ihe
Authority, the action is in furtherance of the Authority’s purposes;

6. accept gifts, grants, or loans, under the terms and conditions
imposed under the gift, grant, or loan, and enter into contracts,
conveyances or other transactions with a federal agency or an
agency or instrumentality of the state, a municipality, private
organization, or other person;

7. deposit or invest its funds, subject to agreements with bondholders;

8. purchase or insure loans to finance the costs of projects;

9. provide for security within the boundaries of the Authority;

10. enter into loan agreements with respect to one or more projects
upon the terms and conditions the Authority considers advisable;

11. acquire, manage, and operate projects as the Authority considers
necessary or appropriate to serve the authority's purposes;

12.  assist private lenders to make loans to finance the costs of projects
through loan commitments, short-term financing, or otherwise;
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13.

14.

15.

16.

17.

charge fees or other forms of remuneration for the use or

possession of projects in accordance with the agreements
described in this section, other agreements relating to the projects,
covenants, or representations made in bond documents relating to
the projects, or regulations of the authority relating to the projects;

exercise the powers of eminent domain and declaration of taking
within its physical boundaries under AS 29.35.030 to acquire land
or materials for authority purposes;

defend and indemnify a current or former member of the board,
employee, or agent of the Authority against all costs, expenses,
judgments, and liabilities, including attorney fees, incurred by or
imposed upon that person in connection with civil or criminal action
in which the person is involved as a result of the person's affiliation
with the Authority if the person acted in good faith on behalf of the
Authority and within the scope of the person's official duties and
powers;

purchase insurance to protect and hold harmless its employees,
agents, and board members from an action, claim, or proceeding
arising out of the performance, purported performance, or failure to
perform in good faith, of duties for, or employment with the
Authority and to hold them harmless from expenses connected with
the defense, settlement, or munetary judgments from that action,
claim, or proceeding; the purchase of insurance is subject to the
discretion of the board; insurance purchased under this paragraph
may not be considered compensation to the insured person; and

protect its assets, services, and employees by purchasing
insurance or providing for certain self-insurance retentions; an
authority may also maintain casualty, property, business
interruption, marine, boiler and machinery, pollution liability, and
other insurance inamounts reasonably calculated to cover
potential claims against the Authority or a municipality for bodily
injury, death or disability, and property damage that may arise from
or be related to Authority operations and activities.

Such powers shall be exercised subject only to such restrictions upon the
manner ofexercising suchpowers as are imposed under this Ordinance and the Act.
The Authority shall have such additional powers as may be necessary or convenient to
effect the purposes of this Ordinance or as may be provided in the Act, as it may
hereafter be amended and supplemented.
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Section 7. Governing Board.

Each Original Municipality shall appoint three (3) members to the Board, each
serving in his or her individual capacity as a member of the Board. Each member of
the Board shall serve for a term of four (4) years. Any appointment to fill an unexpired
term shall be for the remainder of such unexpired term. The terms of office specified
above shall be applicable unless the term of office of the respective member is

terminated as hereinafter provided.

Each member of the Board shall be a registered voter, reside within the State of
Alaska, and serve at the pleasure of the governing body of the original Municipality by
whom such member was appointed. The term of office of any member of the Board
appointed by an original Municipality may be terminated at any time by a majority vote
of the governing body of such original Municipality which appointed such member.

Members of the Board shall be entitled to receive reimbursement for any
expenses actually incurred in connection with serving as a member of the Board, if the
Board shall determine that such expenses shall be reimbursed and there are

unencumbered funds available for such purposes.

Section 8. Bylaws.

The Board shall adopt appropriate bylaws necessary or convenient for the
conduct of its function and purposes.

Section 9. Meetings of the Board.

The manner, time and conduct of meetings of the Board shall be as set forth in

the Bylaws.

Section 10. Officers: Duties.

The Board shall appoint such officers as shall be set forth in the Bylaws,
including, but not limited to, a chief executive officer as provided in the Act.

Section 11. Bonds: Indebtedness.

The Authority shall have power to issue Bonds in accordance with the provisions
of the Act for the purpose of raising funds necessary to carry out its powers under this
Ordinance and to enter into appropriate agreements or leases to secure said Bonds,
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The Authority shall also have the power to issue any other form of indebtedness
authorized by the Act in accordance with the provisions of the Act for such purposes.

Section 12. Operation of the Project

The Authority shall provide for the operation and maintenance of the Project.
Section 13. Contributions and Advances: Payment of Costs.

Contributions or advances of public funds and of personnel, equipment or
property may be made to the Authority by the Participating Municipalities for any of the
purposes of this Ordinance. Payment of public funds may be made to defray the cost
of any such contribution. Any such advance may be made subject to repayment and in
such case shall be repaid in the manner agreed upon by the respective Participating
Municipality and the Authority at the time of making such advance.

Section 14. Accounts and Reports.

The Authority shall establish and maintain such funds and accounts as may be
required by good accounting practice and by any provision of any resolution of the
Authority securing Bonds. The books and records of the Authority shall be open to
inspection at all reasonable times by each Participating Municipality and their
respective representatives. Within ninety (90) days following the end of each fiscal year
of the Authority, the Board shall distribute to the mayor and governing body of each
Participating Municipality a report describing the operations and financial condition of

the Authority during the preceding fiscal year.

Sectt.-n 15. Development Plan.

Prior to commencement of the Project, the Authority shall deliver to each
Participating Municipality a development plan with respect to the acquisition,
construction and installation of the Project. The Authority shall be prohibited from
undertaking the construction or acquisition of a project unless the project appears in a
development plan submitted to and approved by the governing body of the municipality

or municipalities participating in the Authority.

Section 16. Dissolution.

The Authority shall cease to exist and be dissolved upon the termination thereof
as provided in Section 4 of this Ordinance. Upon dissolution of the Authority, the
assets of the Authority shall be distributed to all the Participating Municipalities as

provided in Section 29.35.610 of the Act.
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Section 17. Sharing of Net Revenues.

All net revenues derived by the Authority from the Project, after payment of
maintenance and operation costs, capital expenditures, debt service and other costs
and expenses related to the operation of the Project or of the Authority and after
establishment and funding of such reserves as the Authority shall deem necessary or
appropriate, shall be shared with the State and ail municipalities, regardless of
membership in the Authority, in accordance with the following formula:

(D Municipalities that have real or personal property located within their
taxing jurisdiction that is exempt from taxation because it is owned by the
Authority, shall receive annually a Payment In Lieu of Tax (PILT) equal to two
percent (2%) of the original cost of construction or acquisition of that property
within their taxing boundaries. The value each year of the property qualifying for
the PILT shall be its original cost plus subsequent capital costs added to those
facilities in each municipality. This does not include the costs incurred for

maintenance.

(2) The balance of the net revenues following the PILT paymentsdescribed
above shall be distributed as follows:

(a) Sixty percent (60%) shall be distributed o the State of Alaska;

(b) Thirty percent (30%) shall be distributed to municipalities as
follows:

® each municipality shall receive an annual pro rata payment
based upon their population, as established by the Alaska
Taxable for that year, with each municipality receiving a
minimum payment of Fifty Thousand Dollars ($50,000).

(D] each municipality within a borough shall receive a pro rata
payment based upon the percentage that their prior year's
general fund operating budget is to the general fund
operating budget of the borough. The balance remaining
shall be paid to the borough. The minimum annual payment
shall also apply to municipalities within a borough.

(c) Ten percent (10%) shall be divided equally among the Original
Municipalities of the Authority who became members prior to

December 31, 1999.
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Section 18. Severability.

Should any part, term or provision of this Ordinance be decided by the courts to
be illegal or in conflict with any law of the State, or otherwise be rendered
unenforceable or ineffectual, the validity of the remaining parts, terms or provisions

shall not be affected thereby.
Section 19. Amendment of Ordinance.

This Ordinance may be amended by the governing board of each Original
Municipality then participating in the Authority, but only with the prior approval of the

Board.
Section 20. Section Headings.

All Section headings contained herein are for convenience of reference only and
are not intended to define or limit the scope of any provision of this Ordinance.

Section 21. Amendment of Law.

All references in this Ordinance to specific statutes shall be construed to refer to
those statutes as may be amended or recodified from time to time.

Section 22. Election.

The appropriate officers, employees, representatives and agents of the City of

Valdez are hereby authorized and directed to do everything necessary or desirable to
the calling and holding of the election and to otherwise carry out the provisions of this

Ordinance. This election shall be held on October 5,1999.
Section 23. This ordinance shall take effect immediately upon passage and approval.

PASSED AND APPRO\ THE COUNCIL OF THE CITY OF VALDEZ,
ALASKA, this / day of , 1999.

CITY OF VALDEZ, ALASKA

David C. Cobb, Mayor
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ATTEST:

ta

Sheri Caoles-Pierce, CMC, City Clerk

1st Reading: sury s 1999

2nd eadlng July 19, 1999

dOpUOn July 19, 1999

Ay 4

e
0ting.

ABS

ORDINANCE NO. 99-11

nt 3 (Moore Shirrall,

APPROVED AS TO FORM:
WALKER WALKER

WENDLANDT & OSOWSK1, LLC
Attorneys for the City of Valdez

By:
William M. Walker

Nielsen)
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Internal Revenue Service Department of the Treasury
Index Number 103.02-01 Washington, DC 20224

Person to Contact

Travis C. Gibbs

dO O’Melveny & Myers LLP David E. White I.D. #50-07793

400 South Hope Street TZ'(‘;;“%”;;;“;;%

Los Angeles, California 90071-2899 I(?efer)RepIy-To:
CC:DOM:FI&P:5/PLR-118656-99

Dt JAN 21 2000

LEGEND:

Authority = Alaska Gasline Port Authority
State = Alaska

Date 1 = October 5, 1999

A Fairbanks North Star Burough
B North Slope Burough

C City of Valdez

Port Port of Valdez, Alas' a
Location = North Slope of Alaska

Dear Mr. Gibbs:

This letter is in response to your request for a ruling that based on the definition
of the term “political subdivision” in § 1.103-1 (b) of the Income Tax Regulations, the
Authority qualifies as a political subdivision of the State.

Facts and Representations

You make the following factual representations. The Authority was created on
Date 1 pursuant to State law by the local governmental units A, B, and C. The
Authority was created to provide for the development ot ports in the State for
transportation-related commerce. In accordance with this purpose, the Authority will
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undertake v'  us improvements and additions to certain existing port facilities located,-
and will conf uCt new port facilities to be located, at the Port, and will acquire and
develop the facilities necessary for the transportation, in state use, and sale of natural
gas that is currently stranded at the Location (the “Project”).

As aresult of the availability of natural gas through the Project, the cost of
electricity to the State’s residents will be substantially reduced. Excess gas not used in-

state wiil be available for other uses.

The Authority is governed by a board of directors appointed by its member
governmental units A, B, and C. The Authority has the power to acquire, by purchase,
lease, contribution, condemnation, or otherwise, real and personal property for the
Project. State law provides that the Authority has the same power of eminent domain
as that possessed by A, B, and C. Specifically, the Authority may commence eminent
domain actions, in its own name, in the appropriate court of the State to acquire land or
materials within its physical boundaries for Authority purposes, and may take
possession of the property upon commencement of the proceedings.

The Authority’s revenues will be derived primarily from the sale of natural gas to
municipalities within the State and to other purchasers, which are expected to include
governmental and private entities. These revenues will be used first generally to pay
operating expenses and debt service and to fund necessary reserves for operation of
the Project. Any net income will be shared with the State and "1 of its municipalities for
use in their respective governmental purposes. Upon dissolution of the Authority, its
assets will be distributed to its member governmental units.

In addition to contributions from the participating governmental units, the
Authority is authorized to issue bonds or any other form of indebtedness to raise funds

to finance the Project.

Law and Analysis

Section 103(a) of the Internal Revenue Code provides, in part, that except as
provided in subsection (b), gross income does not include interest on any state or local
bond. Section 103(c)(1) provides that the term “state or local bond" means an
obligation of a state or political subdivision thereof.

Section 1.103-1 (b) provides that the term “political subdivision" denotes any
division of any state or local governmental unit that is a municipal corporation or that
has been delegated the right to'exercise part of the sovereign power of the unit. As
thus defined, a political subdivision of any state or local governmental unit may or may
not, for purposes of this section, include special assessment districts so created, such
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as road, water, sewer, gas, light/reclamation, drainage, irrigation, levee, school, harbor,
port improvement, and similar districts and divisions of these units. Rev. Rul. 78-276,
1978-2 C.B. 256, states that the term “political subdivision" has been defined
consistently for all federal tax purposes as denoting either (1) a division of a state or
local government that is a municipal corporation, or (2) a division of such state or local
government that has been delegated the right to exercise sovereign power.

In determining whether an entity is a division of a state or local governmental
unit, important considerations are the extent the entity is (1) controlled by the state or
local government unit, and (2) motivated by a wholly public purpose. Revenue Ruling
83-131, 1983-2 C.B.'184.

The three generally acknowledged sovereign powers are the power to tax, the
power of eminent domain, and the police power. See COMMISSIQNEr V. EState Of
AlexanderJ. Shamberg, s T.c. 131, (1944) a0, 1945 c.B. 6, affd 144 F.2d 998 (2d
Cir. 1944), CeIt, denie , 323 U.S. 792 (1945). It is not necessary that all three powers
enumerated in Shamberg be delegated. Rev. Rul. 77-164, 1977-1 C.B. 20; Rev. Rul.
77-165, 1977-1 C.B. 21. However, possession of only an insubstantial amount of any
or all sovereign powers is not suffficient. All of the facts and circumstances must be
taken into consideration including the public purposes of the entity and its control by a

government.

Indicia that the Authority is govemmentally controlled are: (1) the Authority is
governed by a board of directors appointed by its member governmental units A, B, and
C; (2) the Authority's net revenues inure to the benefit of the State and its
municipalities; and (3) the Authority’s assets will be distributed to its member
governmental units upon dissolution. The Authority is motivated by a wholly public

purpose.

Under State law the Authority is granted broad powers of eminent domain within
its physical boundaries. The Authority is authorized to commence actions in the
appropriate court of the State to enforce this right and will be able to take possession of
property upon commencement of the condemnation proceedings rather than after
judgment. These exercises of the power of eminent domain are commensurate with a

substantial exercise of that power.

Conclusion

Based solely on the representations made and the definition of the term "political
subdivision” in 8 1.103-1 (b), we conclude that the Authority is a political subdivision.
Accordingly, the Authority is not required to file federal income tax returns or pay federal

income tax on its income.
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Except as specifically stated above, no opinion is expressed regarding the
consequences of this transaction under any provision of the Code or regulations
thereunder.

This ruling letter is directed only to the taxpayer who requested it. Section
6110(k)(3) provides that it may not be used or cited as precedent.

Sincerely yours,

Assistant Chief Counsel
(Financial Institutions & Products)

Assistant to the Chief, Branch 5

Enclosure:
Copy of 8 611C purposes

cc: District Director, Pacific - Northwest District (Seattle)
Attn: Chief, Examination Division

Employee Plans & Exempt Organizations
Field Compliance Division

Attn: Joseph P. Grabowski, CP:E:EO:T:4
Room 6236
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AIDE MEMOIRE
MEETING WITH ALASKA GASLINE PORT AUTHORITY

March 30, 2000

Dr. Pedro van Meurs

INTRODUCTION

The consultant met on March 17 and 18 with Mr. Bill Walker ofthe Alaska Gasline Port
Authority and their legal counsel of O’Melveny & Myers.

A document (Index Number 103.02-01) was provided to the consultant containing an
opinion of the Internal Revenue Service indicating that the Authority would not be
required to file federal income tax returns or pay federal income tax on its income.

It was explained to the consultant that this opinion would typically also mean that there
would be nr State corporate income tax as well.

The Alaska Gasline Port Authority is contemplating being the owner of the LNG project
from the lease boundary on the North Slope to the loading point FOB Valdez. This
means that the tax exemption would apply to the conditioning of the gas, the pipe line
transportation and the liquefaction and loading ofthe LNG on tankers.

The Alaska Gasline Port Authority indicated that they would not be involved in the
production of the gas or the shipping by LNG tankers.

The consultant was asked to provide his views on the impact on the economics of the
project based on these conditions.

VIEWS OF THE CONSULTANT

An exemption from federal and state corporate income tax would have a very beneficial
impact on the rate of return of the Alaska LNG project, assuming a p. oject structure can
be realized in which the exemption would indeed apply.
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The consultant carried out previously analysis for the State of Alaska on an Alaska LNG
project involving a capacity of 14.5 million tons, a 30 year cashflow, a CIF price in the
Far East of $ 3.50 per MMBtu and 3% escalation of costs and prices. Total project
investments were estimated between $ 12 and $ 15 billion.

The previous conclusion was that the project costs need to be reduced considerably in
order for the project to be economically viable. Assuming costs can be reduced, fiscal
restructuring would enhance the possibilities of the project.

Based on the above total project configuration, the net benefit of the tax exemptions ma>
range in the order of magnitude of$ 10 to $ 20 billion on an undiscounted current dollar

basis.

The net tax benefit on a total project basis will depend very much on how the benefit is
distributed between the producers, consumers, the Alaska Gasline Port Authority and
other parties. For instance, the tax benefit would be at the lower end of the above

mentioned range if this benefit would be used:

» to lower the “toll” between the lease boundary and the FOB export point and
to increase in the lease boundary price, or

» to lower the CIF price to consumers in Asia in order to make the introduction
of a large volume of gas feasible in the near future.

The tax exemption could strengthen the economics of the project considerably, provided
the Alaska Gasline Port Authority:

1 finds a way to lower the overall costs of the project,
2. is able to create with other parties a financial and organizational configuration

in which the project can proceed, and
3. is able to create conditions under which this exemption can be effectively userf

to the benefitt>fthe totril project.
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Constitution of the State of Alaska

Section 8.1 - Statement of Policy.

It is the policy of the State to encourage the settlement of its land and the development of
its resources by making them available for maximum use consistent with the public

interest.
Section 8.2 - General Authority.

The legislature shall provide for the utilization, development, and conservation of all
natural resources belonging to the State, including land and waters, for the maximum
benefit of its people.
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This Memorandum of Understanding (“MOU”) is entered into as of January 14, 2004 by
and among the Alaska Gasline Port Authority (AGPA) and Crystal Energy LLC

(Crystal).
RECITALS:

W hereas, the North Slope of Alaska has proven reserves 0f33 TCF of natural gas
which cannot currently be marketed outside the North Slope because there is no pipeline

to transport it;

Whereas, the AGPA was formed by Valdez, the North Slope Borough and the
Fairbanks North Star Borough pursuant to the laws of the State of Alaska to enable the
development of Alaska’s North Slope gas by constructing or causing to be constructed a
natural gas pipeline from the North Slope to Valdez where the natural gas will be
liquefied and transported to North American and Asian markets;

W hereas, the AGPA has the intention to construct, own and or have access to and
use o™ and maintain and operate and/or cause to be maintained and operated, facilities in
the State of Alaska including, without limitation, production and natural gas processing
facilities, gas pipeline, natural gas liquefaction plant facilities, storage tanks, utilities,
jetty, berthing and loading facilities and all ancillary facilities (as all such facilities may
be constructed, modified, or expanded from time to time), (the “Alaska LNG Project”)

for the purpose ofselling liquefied natural gas (“LNG™);

W hereas, Crystal and/or its designated affiliates, intends to construct and operate
an LNG regasification receiving terminal located off-shore of Ventura, California which
is currently expected to be constructed with a nominal capacity of one billion cubic feet
per day (1.0 Bcfrd) and include, without limitation, regasification facilities, gas
conditioning, utilities, berthing and unloading facilities, and all ancillary facilities and
associated pipeline infrastructure necessary to deliver regasified LNG to market (the

“Crystal LNG Project”);

W hereas, Crystal is undertaking discussions with interested parties, including the
AGPA to develop a portfolio of short term and long term LNG supply from multiple
LNG supply projects for delivery to the Crystal LNG Project commencing 2007; and.

W hereas, the AGPA and Crystal wish to jointly evaluate the feasibility of the
Parties entering into a definitative LNG purchase and supply agreements for long term

supply of LNG from the Alaska LNG Project to the Crystal LNG Project in California.

Now, therefore, based on the foregoing, the Parties agree as follows:

Exhibit 7
Page 1 of4

1861 Knoll Drive  Ventura, CA 93003 | Te: (805) 830-6312 | Fax:(805)830-0343 | mvw.ciystalenergyllc.com



1. Sales and Purchase Agreement

Crystal and the AGPA desire to negotiate one or more sales and purchase agreements
(SPA) for the sale by the AGPA and purchase by Crystal of the LNG equivalent of
between One Hundred Million cubic feet per day (100,000 mop'd) and Eight Hundred
Million cubic feet per day (800,000 mcf/d) of natural gas on a ratable basis for a period of
no less than fifteen years (the “LNG Volume”) commencing from the date of
commencement ofcommercial operation of the Alaska LNG Project, but in no event later

than January 1,2012.
2. Exclusi/c " ement - AGPA

During tho * n this MOU, AGPA shall r t directly or indirectly, solicit, initiate or
entertain if .es or proposals from any othor person or entity which, if concluded,
could reascuauiy be expected to result in its inability to sell and deliver the LNG Volume
to Crystal with delivery commencing from the date of commencement of commercial
operations of the Alaska LNG Project, provided Crystal is able to successfully advance
development of the Crystal LNG Project to support commencement of operations by

January 1,2012.
3. Exclusive Arrangement - Crystal

During the term of this MOU, Crystal shall not directly or indirectly, solicit, initiate or
entertain inquiries or proposals from any other person or entity which, if concluded,
could reasonably be expected to result in its inability to purchase and receive the LNG
Volume, from the AGPA provided that;
(a) the AGPA is able to successfully advance development of the Alaska LNG
Project to support commencement of operations by January 1, 2012, and
(b) Crystal and Alaska LNG are successful in working together to conclude purchase
and sale contracts for the Crystal LNG Project’s LNG requirements for the period
prior to commercial operation ofthe Alaska LNG Project (Interim Supply).

4. Co-Operation

The Parties will cooperate with each other and work in good faith in connection with the
transactions contemplated by this MOU in order to ensure that all facilities and
arrangements contemplated by the SPA and conditions precedent to the respective
obligations of the Parties set forth in the SPA, including without limitation any
governmental licenses, approvals, authorizations, and permits, are accomplished and
satisfied on or before the respective dates set forth therein. During the term of the MOU,

the Parties will in a spirit of mutual co-operation and good faith:
a. Evaluate the development schedules of the respective projectstodetermine

the feasibility ofentering into definitive agreements;
b. Evaluate the technical feasibility of their respective projects withthe intent of

developing a mutually beneficial delivery schedule for LNG;
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Provide reasonably technical and market support to each other to enable the

Parties to evaluate the proposed transaction,
d. Government to Government support and cooperation in meetings with the CA

State government and
Exchange financial information, plans and/or concepts that may provide

mutually beneficial financing options for the projects.

5. Letterof Intent

The Parties will negotiate and execute a detailed Letter of Intent (“LOI”) prior to
December 31, 2004, outlining the key terms and conditions, including conditions
precedent, of a sale and purchase agreement (“SPA”) for the Proposed Transaction which
will detail interalia:

Dates for first LNG deliveries and Interim Supply plans;

Acceptable credit support requirements for the transaction;

LNG volume pricing and term provisions;

The delivery basis ofthe transaction (CIF and/or FOB basis);

The Parties rights to discharge LN G at alternative ports;

Quantity of natural gas to be supplied during the term ofthe SPA,;

The Parties take or pay and deliver or pay obligations;

LNG/Gas specifications (must meet California requirements); and

Taxes and charges.

TP ho 00 oo

6. Interim Supply

The AGPA will support Crystal in its endeavors to secure an interim saleand purchase
agreement covering the purchase and sale of a volume of LNG during any period
subsequent to the commencement of commercial operation of the Crystal LNG Project
but priorto commencement of commercial operation of the Alaska LNG Project

(“Interim Supply”)

7. Termination of MOU

This MOU shall remain in effect until the earlier of (a) its termination by mutual
agreement of the Parties or (b) the failure of the Parties to have executed and delivered
the LOI on or before December 31, 2004. Upon termination, none of the Parties shall
have any further rights or obligations under this MOU to any other Party, except in
respect of any right or obligation under this MOU which is expressed to apply after the
termination of this MOU and any rights or obligations which have accrued in respect of
any breach ofany ofthe provisions ofthis MOU to any Party prior to such termination.
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8. Public statements and releases and Confidentiality

The Parties shall not make or permit or authorize the making o f any press release or other
public statement or disclosure concerning this MOU or its contents without the prior
written consent ofthe other Parties, other than as required by Jaw or an orderofa courtof
competent jurisdiction or the requirements of a regulatory or governmental body,
wherever situated. In the eventofany such required disclosure, the disclosing Party shall
give the other Parties as much advanced notice of such disclosure as possible. Except as
provided above, the Parties shall not disclose the terms and conditions ofthis MOU or the
transactions contemplated hereby to any third party (other than the employees, lenders,
counsel and accountants o f such Party and its parent and affiliate companies who have a
need to know the information contained herein). The parties agree they will execute a
more comprehensive confidentiality agr< ‘lent no later than February 15, 2004 to cover
confidential information to be disclosed io each other in the process of implementing this

MOU.

9. Expenses

Each Party will bear its own costs and expenses incurred in connection with the
negotiation o fthis MOU and the Definitive Documents.

10. Non-binding Natureof MOU

This MOU is intended to advance discussions among the Parties and is not to be
construed to create any legally binding obligations or commitments on any Party, except

as otherwise provided m Sections 2, 3 and 8 above.

11. Execution in counterparts.

This MOU may be executed in one or more counterparts each ofwhich shall be deemed
anoriginal and all ofwhich shall be deemed one and the same MOU.

IN WITNESS WHEREOF, the Parties have executed this MOU as o f the date first above
written.

CrystalEnergy LLC Alaska Gasline Port Authority

-7 N — Bv:
Name: William Perkins HI Name:_
Title: President Title:_ (A
NYH 484237.]
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Project EPC Schedule
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GCP
W-m m " “Engineering (11
Procurement (10/06-1/10) IE!
Construction (2/07- 3/10)

L Gas Available (6/10) A

Pipeline
Engineering (11/04 - 7/06)
EProcurement (10/06-4/09) WbM
n 51-Mj-Construction (/07 - 6/10) 15 ;3|5 C.b

LNG Line Packed (7/10) A
ilitil i§ s i Engineering (11/05 - 4/08)

. Procurement (10/06 - 4/09)
Construction (4/06-6/10)

Commissioning/Start-up (7/10 -10/10)

Release of Project (10/06) First LNG 10710) A
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