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What makes the Alaska Project Different?

Nautilus Pipeline Company, LLC
Great Lakes Gas Transmission, L.P.
Southern Natural Gas Company
Transcontinental Gas Pipe Line Corp.
Floricia Gas Transmission Company
Valero Natural Gas Pipeline Company
Portland Natural Gas Transmission
Vector Pipeline LP.

Maritimes & NE

Kern River Expansion

Alliance

Rockies Express

Alaska Project

Source: ConocoPhillips Internal Resources

North American projects since

1997 greater than $100 million

Note: Alaska
Project Cost
Estimate

N build
ew build or 20018

expansion

Alaska North Slope -Alberta Alberta-market

2000 4000 6000 8000 10000 12000 14000 16000 18000 20000

Capital Costs (US $MM)

Alaska G as Pipeline willbe much larger/ more difficult than

other US/CAN pipelines.

Size brings additionalrisk.
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Alaska Gas Pipeline Project Risks

Cost

Since 2001, steel prices have nearly
doubled

Labor costs continue to rise

Previous $20 billion cost estimate
would be significantly higher today

Prices

Natural Gas Supply & Demand
Volatility

Other Risks and Uncertainties

Worid-scale logistics

World-scale material procurement
Labor availability

Weather

Reserves and Deliverability

Steel Price Index since 2001
(base price index 1982)

ConocoPhillips



Why an Open Season?

hy shipping commitments?
Shippers agree to ship gas, or pay demand charges for fixed term
e Allows pipeline company to repay its debt and obtain a return on its equity
contribution

Commitments allow pipeline company to obtain financing - the

commitments serve as collateral for the financing

hy is Open Season critical?

Allows open access to pipeline

Demonstrates no discrimination

Required by ANGPA - Sec. 103(e)

Establishes the demand for capacity, which impacts size, design, and
cost of the pipeline

Also supports determination of whether project is viable commercially and

can get financing

ConocoPhillips



Planning

Permitting

Engineering

Procurement

Construction

Success Case Project Timeline

Al Pro;ect ApProvaIs i
(FERC FNEB, Permittin
ROW & Full Fundlng

2 Years o QYeas 5 Years
Phase 2 Phase 3 Phase 4
(Planning) (Prepare (Permit Approvals) (Execution)

Applications)

Planning

Field Data Collection

Open Season

Prepare Appiic.

Review & Approvals

FEED & Regulatory Support
Detailed Design

Equipment & Material Supply / Module Fabrication

Pre-Proc

Pre-Const

Construction

lfahgsst Ca[F)ggny

- LYear*

Commission

ConocoPhillips



. #
Front End Loading and Cost Estimates

Feasibility Phase  Design Phase

~ 2% total project ~5h dtotal projec
spend Mt Execute Phase
Preliminary design ggé?gnpermlts ~90% total project spend
Fatal risks optimization & ~90% of Detail Design Completed
mitigated 10% of Detail Procure, construct, & commission
Best oppOTUNItY  conpleted Risk mitigation options lmited &
to red eriska extreme expensive
least cost Implement risk

lgation

Project Becoming More Defined

Project Cost Uncertainty Reducing

~2 Years ~2 Years ~5 Years 1 Year+
. .% ' g
Phase 1 Phase2  Phase 3 Phase 4 Gas
(Planning) (Prepare (Permit Approvals) (Execution) * . flows

Applications)
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Proposed AGIA

Initial Concerns:

AGIA structure hinders competition and creative alternatives
Licensed Project Assurances clause creates significant barriers to alternatives and

competition
State could pick the wrong winner and be tied up for over a decade

AGIA ‘bid requirements’ are too narrow, prescriptive, and could result in subsidization

that may not even be in the State’s interests

Resource terms not adequately addressed - clearly ‘not a negotiation’

Long term firm shipping commitments are key to a successful pipeline project

ConocoPhillips



ConocoPhillips Exploration on North Slope
(2000 - 2007)

National Petroleum Reserve - Alaska

40

. |
Miles -
UX
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Order 2005 on Rolled-in Rates

“Inconclusion, to provide

advance ofthe initial open

rule, the C om m ission

(rate predictability for initial

to future exploration

guidance to
season
intends to
shippers and

and production) in

potential shippers in

thatis the subijectof this

harm onize both objectives

reductions ofbarriers

designing rates for

future expansions ofany Alaska natural gas transportation
project. Itis consistent with our guiding principle that
com petition favors all ofthe C ommission’ customers, as well
as with the objectives ofthe Act, to adoptrolled-in treatm en't
up to the point that w ould cause there to be a subsidy of
expansion shippers by initial shippers, ifany subsidy were
to be found.?”

- page 44, 18 CFR Part 157, Order No. 2005, 2/9/05

ConocoPhillips



ANS Exploration Potential

Range State
Acres State Taxes?
(5- 95%) Royalty?
State lands* 24-45 TCF y
i e s Yes
(onshore & offshore) unassociated
15 million
Private lands™ 3-6TCF
) associated Yes
(mostly native)
Federal onshore
ANWR 19 million
0-20 TCF Shared Federal Ves
(1002 Area) (1.5 million) Royalty
Sh d Fed I
NPRA 23 million 39 - 83 TCF ared redera Ves
Royalty
Federal OCS
Beaufort Sea 1-72TCF
Chukchi Sea 10-210 TCF

*Includes Foothills acreage

Source: USGS assessments for State (2005), ANWR (1998), NPRA (2002), Chukchi (2006), Beaufort (2006) -
ConocoPhillips



Suggested Changes to AGIA

e Convert AGIA ‘bid requirements’to ‘bid variables’

Allow proposals to include other commitments and inducements

Allow resource-owner applicants to propose packages with resource ternmns

Foster greater quantity and quality of proposals

Amend exclusivity provisions to protect Alaska’s options

Avoid treble damages which might penalize Alaska for prudent actions

- AGIA impairs State 3 ability to agree resource terms in fie future

State coordinator/streamlined permitting should be available to any project

Similar structure to Alaska Natural Gas Pipeline Act (ANGPA)

ConocoPhillips



MEMORANDUM STATE OF ALASKA

ALASKA OILAND GASCONSERVATION CON SSION
TO: hair John K. Norr DATE: F ,
mmIJaaFooer aniel Seamount eonary 28 207
MMISalonc
A
FROM: g e/\s[e"rlt% E{SgyboeM or Gaa Seles

Blaskowch ervices, Inc. BS Commission staffrecentl com leted a study of th
i i
§ MG <mol aTnmgasrec ery from the Pru oe0|

impact ot a future Majo
gL The f Lflowmgtps prowde ummary ot major findings and conclusions from

hISS tudy.

otltake rate at27b|I||oP st dard cubic feet per da Oy éBSC D whnﬁw conﬁem lated an
anrltga gveraﬂseov P e nger A \S/\?agsaratro?/e%t tﬁCFttI))e fito (r)t\)/d%%tmn &g ,
Hg MISSION. 1eco zed that th%ratg may t% angeg as prgductlon data a%
adalitional reservoir data became availabl

QOver ﬁhe past five Eyears there has been significant activity concerning a otentlal m
assa Monil, an ono Ph|||| scom 15sI neda%] million do|ar
etentat|vep

resu Ito eterme c?(\h?a]sc tua ea3|b % es vF\)/||h (I:raeaci
)][9 PrudhoeyBa Un|t ruc%oe FE) ﬁort ? g aeve‘%oe§
; cub| fee

ndwon
greldlgvéth Si n| ficant gasr Seryes (estl ate at more than 24 trill

%n ary Importance P BCIsion once ning the p|

with over 8 TCF ot das and several hungrred || n arr Isof condensate an oll

Wwas assumed to also provi easuppyo 0as ort ep|pe|ne ecom anies an d|e
t0 neqotiate f|sc ferms to bw the

State of Alaska have devoted Sig |cant résource
Based on these e orts e Commi 3|on concerge that no application

Ipelin
Po? moglhcahon to the Pruchoe gas offtake ru e had been submitte

As a result of a Commission mouny and several public hearings, the Commission
published a report on December 5, 2005 conclu ing that thére was a need to
compreh nsively revisit the estono the nate 8s Offt ﬁlgse limits In light of

severa ecades of rese 0|r 30 pment an n rmation tha ecoin avalla
since 197/, Because delay in die: Commission's decision-making coul d|srut

t|metab|e for a potential gas pipeline project, the Commission ddopted a proactlve
approach to ensure there would be an adequate factual basis for 1t eventual decision on



Pradhoe Mgor G « SalM Study
February 21,2007
Page20f3

allowable gas offtake.  Ths Prudhqe Workrn(I; Interest Owners (WI0) and the

Commissioa therefore agreed {0 frncr les allowing the Commission cons(l]rltants aﬂ

staffto accesst elr rese vorrsrm ation and other elevant en rneerrnohsetuprueghger 6 |

Burgoseo analyzing g as offtak e rates and gas sales startuo i rng for
laskovich™ Services, Inc. (BSI) “was commissioned 10 provide reservoir

engineering consultation in this study.
This work-study officially began in late January 2006. A briefsummary follows:

Summary of2006 fljg u jg feg AeditResults

The Prudhoe WIQ_full field reseryoir simulator was used as the rimary tool in thrs
evaluation. In addrtron t0 runs mage asunmg no gas sales, simulation runs were made
dates 2015 2019, and

atv [10US gas Sales rates (1.0-5.6 BSCF/D) and gas sales startu
% Ehre srmu atron Cases were run)to tegtt he Imp actg other actors such as

In waterflood oBeratron fuel usa?e CO* offtake and ?ome gril Irnﬁ Ver
E/EagaF an We also evalliated the effect o7 varying assumptions for end of the field I| e

Throughoutour analysis, we searched for nu or actors that wouId affect the trends in
ocar Rn recover asatunctrono offtake Gra(ses and timing, ere POt

fota

search% or “{he’ ogtrm m development sty teg not value on eo ene
resource(‘l 0., |l urd orgas over nother but éuated them using therr drve energ
content in Units of barre upvalent Based. on our analysis of currently

| e
avallable data, we have reac?ter? the ?ollowrng aro? conclusions.

& rAecro]\?e(r)r; gas sale at Prudnoe represents approximately an additional 4 billion BOE
o The latest WIO model needs |mProvements in its abrlrtly to predict future field

gertormance Model errors are increasing with time.  Nevertheless, It is éhe best tool
urrently (avarlabe It should ¢ suitablé’for comparing directional trends in energy

recovery during a gas sale.
»  |ncreased oil capture Prror t0 gas sales can increase h carbon recoversy and result
ale

1 recovery trends tha are less sensitive to ither asot eratesorgas sstartuH
y mitigation option eva uated that significantly Improve

ates. . This was the on
trenas in BOE recovery.

' Endoffrelﬁ life hEOFL |samarJorsourceofuncertarnty In determining the gas sale
strategies that will maximize energy recovery

0 Comparison of model reserves predictions at the same date for EQFL tended to
favo aN earlier, hrgher rate (8 Sale. We found_the time limit EOFL approach to
ernag ropriate because endj |ggene agy groductron rates could be vastly different
between the high rate, early startup case and the low rate, delayed startup case.

€Y -,



Prudhoe Mr>r Gas Sales Study
Fefcniaty 2/1,2007
P*#B3of «

0 Model results based on equivalent EOFL rate limits consistently show that total
ener eacoverg rssubstantrallydecreas%t withan earljer, hr?her [ate assae We

belleVe that rate [imits are more reasonable tht>: time limits for comparis
sales mode tpredlrctrons However, exé]usrve useo? ratefmrts .erE Becagse

therisks of wells and field infrastructure failures with age are ignored.

e WeII a%rlrtres and |nfrastructure failures ca srg rfrf]antl increase t errdeo{los(s
eater the risk of well an

ydrocarbo ]s The on er that gas sale IS deay
Hrlrtres r re result e](nature field shutdo Furtr]ermore near term
allures wr er produ tron nd ma resulé in more reserves [oss wrhearg/ ?
replace aging wells and facilities Wil

sales. Diligent ef orts to maintain, repair, an
help to mitigate risks and maximize recovery under any sales'scenario.

Recommendation!

The Commission has not cervedare(%uestf w as offtake raIeT hL_etPtrwg ttr)r(rare/vwe

cannotrec?mmendas ecific tt atea sa rtugtrmrn
Uations and stu re%1 5at ave eens are wrt are nisu rcrentt?gustr[g

moe\ ev.

an afowa Ieal)ovethats ecliied In RuIe9 CO 341D An ear rate gas sale cou
reTut In Toe loss of Pstantra volume of rt oca[ ons. oweveJ even Rreate
volumes ma Tat rrskr gas sales are Indef tlg elayed and Prudhoe welfs an
infrastructuré fail before these reserves can be recovered

We are concerned that Rule 9 does not specrfrcallyrrequrre a plan for such amajor change
rn t e Prudhoe Oil Pool depletion strateg¥ eutrmate Im act of ?aa sales on
bon recovery cannot be grr)rarse Nt asenceo ae{)roR sed develo ment]p

tatr ntrfrest itrtdate sales Tate and liquid loss mitigation efforts. A F
start- ulp for g%s saes IS a mrnrmumo year? away, many decrsrons that affect to e
roec will emae earlier.  Depletjon plannin gcéurre prior 1o

n]rtments to sell gas S0 that tr]e Commission 1S ade%uat orme nd assured that
othe actors do not exist that would justity or require action eCommrssron

g[ardless ofthe timing o f their submrttal the] Prudhoe WI0s need tr develop near-term
str egres 0 prepare the freId for gas sales wit focus on metho 5 t0,Increase the ca ture
\ P 0.as_sales and to ensure Lac It an well owntrme IS min nhrzeg

re Ul basrs foe Commission nee sto t rn formed of fge p rogress 0Tt CPletron

Plannrn efforts, . including review of study nh) ans, reservoir stutly results and other
elevant information that may rmPact the CO rssrons ultimate decisions concernrng
as sales offtake. The exchange otinformation in the tyearwasvergsuccessu and a
imilar mechanism of exchange should be considered during the depletion planning stage.

We wholeheartedly apRrecrate the cooperation of foe Warking Interest Owners over the
gate gegr , particularly that ot foe BP technical representatives who worked with us in this
v

This report reflects the evaluation and opinions only o ffoe authors and does not
necessarily reflect those o f the Prudhoe Owners or other Commission staff,
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news
Another setback for proposed LNG terminal

fnj0) AM13 3007 It 19 PMper

SANTA BARBARA, Calif. (AP) - A second state agency has rejected elements of a proposed
liquefied natural gas terminal off the coast ol Southern California, another signilicant setback lor

the S800 million project
The California Coastal Commission, which is charged with regulating coastal development,

determined Thursday the proposal did not meet existing coastal laws The unanimous decision
followed an earlier one Monday by the State Lands Commission, which refused to grant a lease lor

pipelines essential to the project.

“It's one of those multi-headed monsters that has to be killed repeatedly.” said Mark Massara, an
attorney for the Sierra Club, which opposes the project

Australian-based BHP Billiton LNG International Inc. is seeking to bring chilled gas from oversees
to California by tanker The gas would be healed, piped ashore and then pumped out to
customers BHP officials say the facility would provide a reliable source ot low-polluting energy

Meanwhile. Gov Arnold Schwarzenegger began examining the proposal as part ol a 45-day
review period that began last week The governor, who has veto power over the proposal, said at a
news comerence Wednesday that he believes natural gas is worth considering

Patrick Cassidy, a spokesman tor BHP, declined to say whether the company would appeal Ihe
Coastal Commission decision or file a lawsuit against the State Lands Commission He said lhe

company will need t.me to assess their next step

A host of celebr’ 3Swho live in Malibu including Pierce Brosnan and Halle Berry.
Advertisement

have protested the facility Brosnan's wite - environmentalist Keely Shaye Smith -
attended the commission heanng and said the project should be stopped

“I think they have to know when to cut their losses." she said
S pmitabie version 1 e-mail tins story
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SANTA BARBARA, Calif. (AP) - Asecond state a%ency has rejected elements of a proposed
liquefied natural gas terminal off the coast of Southern California, another significant setback for

the $800 million project.

The California Coastal Commission, which is charged with ret{;ulating coastal development,
determined Thursday the proposal did not meet existing coastal laws. The unanimous decision
followed an earlier one Monday by the State Lands Commission, which refused to grant a lease

for pipelines essential to the project.

“It's one of those multi-headed monsters that has to be killed repeatedly,” said Mark Massara, an
attorney for the Sierra Club, which opposes the project.

Australian-based BHP Billiton LNG International Inc. is seeking to bring chilled gas from oversees
to California by tanker. The gas would be heated, piped ashore and then Pumped out to
customers. BHP officials say the facility would provide a reliable source of low-polluting energy.

Meanwhile, Gov. Arnold Schwarzenegger began examining the proposal as part of a 45-day
review period that began last week. The governor, who has veto power over the proposal, said at
a news conference Wednesday that he believes natural gas is worth considering.

Patrick Cassidy, a spokesman for BHP, declined to sar whether the company would appeal the
Coastal Commission decision or file a lawsuit against the State Lands Commission. He said the

company will need time to assess their next step.

A host of celebrities who live in Malibu, including Pierce Brosnan and Halle Berry, .

have protested the facility. Brosnan's wife - environmentalist Keely Shaye Smith - Advertisement
attended the commission hearing and said the project should be stopped.

“| think they have to know when to cut their losses," she said.

http://www.theworldlink.com/articlcs/2007/04/13/news/news 1204 1307.txt 4116/2007
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BackboneU
P.0. Box 101700, Anchorage, AK 99510-1700

Comments on the AGIA le g islative hearings

and two suggested amendments

April 16, 2007

Representative  3°onvijo IV Fax (907) 465

Dear Representative:

mguga]ug been watching the hearings on AGIA closely, and we offer the following

First thank ou for the atten lon you are rvrn this im ort nt matter and the
questronsy are asking to nng out the'true nterest fthe participants.

S been fascrnatr to see the roduc IS answer our Uestions in an.open
rf ans rent roc s W at hear e[n g IS that the area ainst
exc usrvr eca sea censee Ibe picked based On speciric Criteria mportant

toA asa

This is the herght pocrrs since the stron su orted the exclusrv
il d hem evrou admrnrstra lon. At ou aret essr
(a the rec argurngt return srv rra ent

under th Strande as At T atwou ea ISaster orA

The rodu ers (?re also S yrn ﬁhatthe must have Fiscal certarntyfor35 t0 45
ear s, ort% notc It thelr ga sto the prorrect We thr[rk
hatw J/ Iy, and rt ISﬂSO almast certain conﬁtr futiona

ven ero VanM rs said, “You don't have to ea anara republic’ to get a
gasline project.”

Alth u hthe rodHcers kee elo?ayrn thatthe are th only ones who can bu ldan
Alas gasthet frs atently untrue. hvearea ear te fl on rom
severa edl ﬁa%p fa tst a t e can ct usr the edera Ioan
uarantees. A é vr/}i Macces toa cers have tate
atthe Ycan and Wil sell errgastoat rr pa thrn that rsacear
path to the best gasline project;

We also question whether allowing the producers to own the gasline is a gao
Idea. Logk at t?re current srtuatrongvut ﬁte trans-Alaska orpnge eretg gA
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farn edera overnmentalsor ognize and inthe

ﬂ't' R/«atural Gas T anspo ation c(tjt € procucers nere ohibited from owning
Feg asine, However t President Reagan to overtumn this

The bottom line is that Alaska has options, e support the progess laid out in
AG?A ﬁ ilow competition fo? prowda Ing %ﬁe m£P Imum %g F tsto A?astéa.
We suggest two amendments that will strengthen AGIA:
1. An evaluation criterion should be adde that%Yes%[ |tto na ||c(g]-\nt
sorvaue

that has made arrangements for providin
Brocessmaa Wg ﬂ ea%J\gmeg % |n stat val eadded

an tBe State S%pefrlor Crfurt have found the producer %\zerchq%% g on their

ey convince

rocessing and the]obs |tvv| provi ewou eamajor Iun

2. qu state should assess a rese veft; taxona ort,w SIoPe Ieaseholder that

holds existing gas reserves an es to make firm transportation
commltmentg gr seIFthe gas it controis to the AGIA censeg

Th|]¢, latter rowsmn wo%‘d heﬁ) uarantee a successful Open Season and a
gasline wton an expedited a

Thank you for considering our thoughts, and keep up the good work.

Co-Chair Co-Chair

Backbone Il is a non-partisan citizen organization that advocates on behalfof.Alaskans on oil
and gas development issues. We offer our ideas based on their merits
andyears ofinvolvement in Alaskapublic policy issues.

P

2
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P.0. Box 101706, Anchorage, AK 99510-1700

Comments on the AGIA legislative hearings

and two s ggested amendments

April 16. 2007

Representative  Tonvso aj Fax (907) 465 3

Dear Representative:

}/}\]lguté%\trg been watching the hearings on AGIA closely, and we offer the following

First thank ou for the attention you are rvrn this im ort nt matter and the
questronsy U are asking to rrngv out thetrue nterest fthe participants.

has been fascrnatr to see the roduc IS answe our Uestions in an.open
trans rent roc s W at hear %lh g IS that the area ainst
excusrvr eca sea censee Ibe picke b N SPECITIC Criteria mportant

oA asa

This IS dthe herg ocrrs since the stronul?rsu orted the exclusrvr

ran them X vrou administration. Afthoudf they are t rr;Tr.? ess it

rttle the e cI argurngt retu Bhee usIve rrar] ent
underth Strande as Act” Tha Isaster for Alaska.

The produ ers re also saying that they must have fiscal certain for35 t0 45
ear? ‘L s, ortﬁ% \%rr[!hnotc mtlt theérlr as {0 the prorrgr/: ethlr[tk

at wou Way 10 and rt 1S 210 almost certainly unconstitutiona
ggselrltneei rJ)e\C/an Me ssarcte ryYou dontﬁave to ea%anarYa repub?rc togeta

Althou hthe roducers ke ayrn that th ey are th only ones who can bu Id an
Alaska g %e tha 1S at rue vearea eard te tr on rom
several ¢ ﬁa%o Fa tst a t ey can bur ct usr the ederal loan
uarantees. A é vrx Macces toa as su é) cers have ?tated
at the Ycan and Wil sell their gas toatrrd pa andw thrn that Is a clear
path to the best gasline project.

e also question whether allowing the producers to own the gasline is a good
Idea. Look at tﬁe current srtuatrongvutﬁﬁt trans-Alaska orFF Ine, w ereteJ RCA
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ang tBe State Supeyior Caurt have found the producer verch ng on thelr
fayiff e federa overnmentalsor ognize |sPro em, and inthe
Rmal atural Gas Tranﬁp ation Act, the Spro ucers were prohibited from owning
the gasline. However they convinced President Reagan to overtum this

requirement

Th3 bottom Iln thatAIaska has gptions, ort the progess laid oLt in
AGIA |chvv| Iowcompetmon o|?prowda ngeli\al :Bgmum%g nefits toA?asEa.

We suggest two amendments that will strengthen AGIA:

1 An evaIuatlon criterion should be adde that |tto naﬁ)llcgnt

that has ma earra(ngements orprow ng UI s orva
rocessing In Alaska. To h aea pipeline ﬁ%ou In- stat Va eadded
Brocessma and the jobs it wil prow ewou e amajor Iun er.

2. The state should assessareserveft;taxona ortP SIoPe leaseholder that

holds existing gas reserves and refuses to make firm transportation
commltmentgg seIFthe gas |tcontrois to the AGIA censeg

Thlf latter rowsmn wm#d helg) uarantee a successful Open Season and a
gasline wton an expedited a

Thank you for considering our thoughts, and keep up the good work.

Co-Chair Co-Chair

Backbone Il is a non-partisan citizen organization that advocates on behalfo fAlaskans on oil
and gas development issues. We offer our ideas based on their merits
andyears ofinvolvement in Alaskapublic policy issues.



