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Alaska Is headed towards long-term fiscal
decay

0 Non-oll and gas based economy Is insufficient
to sustain government

0 Get Alaskan’s gas to Alaskans in 6-8 years

while maximizing the potential for export
volumes

o Capable of delivering lower cost economies-of-
scale energy to Alaskans, while providing

resources to sustain government and to fill
Permanent Fund



Context

0 The business of Big Qll

0 Requirements for a Fill-It Then Build-It pipeline

0 Only path to low cost energy for Alaskans is to
piggyback onto an efficient export project

0 SOA doesn'’t need tariffs

0 Risks of doing nothing versus risks of doing
something

0 Marginal costs versus marginal returns



Four Options:

1. Do nothing and import LNG
2. North Slope Bullet Line (A path to poverty)

3. Wait until energy pricing & economies of
scale align (Fill & Then Build)

4 Build It, Then Fill It



Do Nothing and Import LNG

High transportation costs

b. Subject to market price spikes

The right thing to do until a good long-term
solution is in place



Bullet Line Path to Poverty

a  Very high energy costs locked in for decades
due to inefficient pipe

b. Makes an export project less economic



Wait Until Energy Pricing & Economies of
Scale Align (Fill & Then Build It)

a.  Even optimistic price forecasts will defer
decision for many years

b. Waiting will indefinitely extend time
necessary to import LNG



Build It & Then Fill It Model Changes
Everything



How Do We Do It? Step One.

o Administration renegotiates AGIA license with TC for

Alaska to co-sponsor an export capacity gasline from
the North Slope to an Interior Hub.

o Building to a logistical sweet spot capable of linking
to In-State utilities concurrently, and export & value-
added market opportunities as they develop. (Plug
and Play)

o0 Because AK makes its gross margin on selling the
resource, It can justify a build-then fill approach. It
cannot afford not to.



Step Two.

o SOA announces that it Is co-sponsoring the
“Export Pre-Build” segment to Fairbanks area,
bringing project to investment grade status

o What does Investment Grade mean?



Step Three.

0 Sponsoring group invites the private sector to
participate by investing in & acquiring rights to initial
and future capacity

o With SOA keeping only those speculative tariff rights
private sector cannot absorb.

o For example, later stage capacity utilization generated
tariffs.

o SOA will not design, build, maintain or operate the
pipeline; that will be left to private sector participants.

o SOAwill only do the LEAST necessary to INSURE the
export pre-build is built.



Plan of Finance (Condominium-Like

Financial Engineering)

Start-Up
Early Stage
Incubation Risk

Intermediate Stage
Incubation Risk

Late Stage
Incubation Risk



Possible Project Ownership Carve-Outs

10-25 percent start-up
capacity utilization & tariffs
[low risk] Possible Owners:
Big Qil, Utilities, Pipeline /
Companies

2. 25-50 percent early stage
capacity utilization & tariffs
[2-5 Years, modest risk]
Possible Owners: Big Oll,
Pipeline Companies, Value-
Added Processors

AL e

Start-Up
Early Stage
Intermediate Stage

Late Stage



Possible Project Ownership Carve-Outs

3. 50-75 percent intermediate
stage capacity utilization &
tariffs [5-10 years,
moderate risk] -

Possible Owners: Private Early Stage
. Intermediate Stage
Equity, Hedge Funds g

Late Stage

4. 75-100 percent later stage
capacity utilization & tariffs
[10-20 years, higher risk]

Possible Owners: State of
Alaska, China (?7?)

ITALL COMES DOWN TO PRICE FOR THE INVESTORS



Step Four

0 Once sponsoring group is established for an
Investment grade export pre-build segment, we
will have opportunity for an open season
bidders can take seriously.

0 Once purchasers know they can get gas, they
can begin to put bona fide bids together.
Railbelt & other utilities can with certainty
make gas purchase commitments



Step Five.

0 Consistent with the Build and Then Fill Model,
SOA negotiates with Hawaii enough tariff
discounts as investments in Hawall's new gas
Infrastructure to make North Slope Gas their
economical fuel of the future.



Step Six

0 Itis then Open Season on a continuous
Increase In capacity utilization



What Do We Get For Our Marginal Cost of
$3-6 Billion?

a. We avoid saddling Alaskans with high energy costs
for possibly decades.

b. We avoid putting an export project at materially
greater risk in terms of time and money by moving
from a highly inefficient logistical footprint to a
highly efficient one.

c¢. We getgas to Alaskans in as little as six to eight
years.

d We put our future and destiny on our timeframe.



What Do We Get For Our Marginal Cost of
$3-6 Billion?

e. By announcing to the energy community that we are
prepared now to build, and we invite them to
participate, we force them to act, for fear of being
left behind.

f.  We greatly invigorate the potential for adding
volumes to not only the gas pipeline, but the all
pipeline as well.

. The Oll & Gas Commission, for the first time will be
empowered to maximize their mandate by
maximizing the trade-off of oil and gas values,
unconstrained by capacity limitations.



What Do We Get For Our Marginal Cost of
$3-6 Billion?

. We position many parts of rural Alaska to benefit
with reliable access to lower cost energy over time
because of the economies-of-scale generated.

i.  We create the opportunity to approach Hawail about
Alaska being a long-term significant solution to their
energy needs with a project that could actually
happen. Unfettered with any export limitations.

Upon the announcement of an investment grade
project, we will jump-start the Alaskan economy and

generate decades of improved prosperity for almost
all Alaskans.



What Do We Get For Our Marginal Cost of
$3-6 Billion?

We avoid, to a considerable degree, exposing
the SOAto long-term fiscal decay, and
nopefully put off pressures to use Permanent
~und to help pay for state government.

f we have buyers and a pipeline, producers
will have no choice but to supply our gas.



Closing Comments

o Tariff pricing becomes a public policy issue
regarding assistance

o Marginal cost is only between $3-6 billion

0 It is the cheapest insurance we could ever buy
INn order to Insure prosperity versus economic
calamity

o We will be importing LNG for 6-8 years plus the
time it takes to an investment grade decision
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