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4 T R A N S C A N A D A  P A R T IC IP A T IO N  I N  A K L N G  P R O J E C T  

P R E S E N T A T IO N  T O  H O U S E  F IN A N C E  C O M M I T T E E

P R E P A R E D  F O R  T H E  S T A T E  O F  A L A S K A

1 3 ,  B L A C K  &  V E A T C H
B u ild in g  a w o r l d  o f d iffe re n ce .
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B L A C K  &  V E A T C H  P R E S E N T E R S

Peter Abt is a Managing Director in Black &  Veatch's Management Consulting Division. He 
leads the firm's Oil & Gas Strategy practice and holds primary responsibility for delivering 
advisory services to meet client needs. M r. Abt has over 3 2  years of experience in the 
energy industry focused primarily on natural gas and LNG commercial development. Mr. 
Abt holds an M.B.A., from the University of Houston and a B.S., Petroleum Engineering 
from the University of Oklahoma

Deepa Poduval is a Principal in Black & Veatch's Management Consulting Division and is 
responsible for business strategy and project management. Ms. Poduval focuses on 
strategic analytical services supporting energy asset valuation and optimization, marketing 
and business strategy development. She has been involved in providing analysis and 
commercial support related to Alaska North Slope gas monetization for eight years. Ms. 
Poduval holds an M.E.M. from Dartmouth College and a M.Sc. Economics and B.E., 
Mechanical Engineering from BITS, Pilani, India.

Jason De Stigter is a Senior Consultant with Black & Veatch's Management Consulting 
Division and is responsible for business analysis and project management. Mr. De Stigter's 
client engagements center on economic, financial, market, and risk analysis of large capital 
projects. He has extensive experience in developing complex and innovative economic and 
risk analysis models. Mr. De Stigter holds a B.E., Mechanical Engineering and a B.A. 
Business Administration from Dordt College and is a Professional Engineer.
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M E M O R A N D U M  O F  U N D E R S T A N D I N G  -  
H I G H L I G H T S  O F  T H E  D E A L  O N  T H E  T A B L E

—
; ii*. TC Holds the State's Equity Share in GTP+Pipe

SOA Option to Buy Back 40% of TC's Share at ~FEED

State Commits to 25 Year Transportation Agreement with TC

Agreement Commits TC to a WACC of 6.75%

Various Milestones & Off Ramps for SOA and TC
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O P T I O N S  I D E N T I F I E D  B Y  S T A T E  F O R  E Q U I T Y  
P A R T I C I P A T I O N

S O A  A l o n e

S O A  +  T C  

N o  B u y b a c k

S O A  +  T C  

w i t h  B u y b a c k

G T P

SOA : 25%

TC: 25%

TC: 15% 

SOA: 10%

P i p e l i n e

SOA: 25%

TC: 25%

TC: 15% 

SOA: 10%

L N G  P l a n t

SOA: 25%

SOA: 25%

SOA: 25%

* A s s u m e s  2 5 %  S ta te  e q u ity  p a r t ic ip a t io n
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I M P L I C A T I O N S  O F  O P T I O N S  A N D  P O T E N T I A L  O F F  
R A M P S

TC NO BUYBACK:

Pay TC Dev. Costs of ~$70M 

(Incl. AFUDC of$5M)
Pay TC Dev. Costs of ~$390M 

(Incl. AFUDC of$50M)

TC WITH 40% 
BUYBACK:

Pay TC Dev. Costs of ~$70M Pay TC Dev. Costs of ~$230M
(Incl. AFUDC of $5M) (Incl. AFUDC of $30M)

* A s s u m e s  2 5 %  S ta te  e q u ity  p a r t ic ip a t io n
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K E Y  Q U E S T I O N S  I N  L O O K I N G  A T  V A L U E  O F  
T R A N S C A N A D A 'S  P A R T I C I P A T I O N

ECONOMIC 
IMPACT TO 
THE STATE 
FROM TC?

DOES TC 
BEAR ANY 
FINANCIAL 

RISK?

CAN THE 
STATE GO IT 

ALONE?
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W H A T  IS  T H E  E C O N O M I C  I M P A C T  T O  S T A T E  
F R O M  T R A N S C A N A D A 'S  P A R T I C I P A T I O N ?

SOA IMPACT

»
PROJECT DEVELOPMENT 

& CONSTRUCTION

TC PAYS 60%-100% OF 
STATE'S UP FRONT 

CAPITAL COST FOR GTP 
AND PIPELINE

ONCE PROJECT IS OPERATIONAL, STATE PAYS TC A NEGOTIATED TARIFF FOR 60- 
100% OF GTP AND PIPELINE CAPACITY USED TO MOVE STATE GAS

i t i n t m t m m m m i i i

 ■>
PROJECT OPERATION

E c o n o m i c  a n a l y s i s  e x a m i n e s  t h e  n e t  i m p a c t  

o f  r e d u c e d  u p  f r o n t  p a y m e n t s  a n d  t a r i f f  

e x p e n s e s  o v e r  2 5  y e a r  p e r i o d  o f  o p e r a t i o n
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T R A N S C A N A D A 'S  P A R T IC IP A T IO N  IM P A C T S  
S O A  U P  F R O N T  C A S H  C A L L S  A N D  R E V E N U E S  
F R O M  P R O J E C T

SOA IMPACT

co
00
•co-

1 5
c

£
o
z

25% Equity Alternative SOA Cash Flow Forecast

2014 2019 2024 2029 2034 2039
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W H A T  IS  T H E  E C O N O M I C  I M P A C T  T O  S T A T E  
F R O M  T R A N S C A N A D A 'S  P A R T I C I P A T I O N ?

SOA IM PACT

TransCanada participation 
reduces the State's total cash 
flows with buy back option

$114
$106 $110

to
C
o

CO
To
c

£
o

2

Go It A lone TC TC
No B uyback 40%  Buyback

STATE OF ALASKA CASH FLOWS

Minimal impact on the State on an 
NPV basis with TransCanada 

participation.

to
C
o

00
</>
rH
o
CM

Go It A lone TC TC
No Buyback 40%  Buyback

STATE OF ALASKA NPV10

TransCanada's NPV is expected to be $150-$200MM over the initial 25 year period

* Assum es 2 5 %  State equity participation



HO
US

E 
FIN

AN
CE

 
CO

M
MI

TT
EE

 - 
TR

AN
SC

AN
AD

A 
PA

RT
IC

IP
AT

IO
N

C A N  T H E  S T A T E  G O  I T  A L O N E ? SOA ALONE?

W h a t  a r e  t h e  c a p i t a l  c o s t  a n d  i n v e s t m e n t  

i m p l i c a t i o n s  o f  g o i n g  i t  a l o n e

W h a t  a r e  t h e  d e b t  i m p l i c a t i o n s  o f  g o i n g  i t  a l o n e ?



S O A  U P F R O N T  C A P IT A L  C O S T  E X P O S U R E  IS  
R E D U C E D  T H R O U G H  T C  P A R T I C I P A T I O N

SOA ALONE?

•  H i g h e s t  r i s k  e x p o s u r e  i s  p r i o r  t o  p r o j e c t  s t a r t  w h e n  c a s h  c a l l s  

a r e  n o t  s u p p o r t e d  b y  p r o j e c t  r e v e n u e s

•  T r a n s C a n a d a  ( " T C " )  p a r t i c i p a t i o n  a l l o w s  S t a t e  t o  r e t a i n  2 0 % -  

2 5 %  o f  g a s  s h a r e  w h i l e  b e i n g  r e s p o n s i b l e  f o r  o n l y  1 3 % - 1 8 %  o f  

t h e  u p f r o n t  c o s t s

•  T h i s  i s  e s p e c i a l l y  i m p o r t a n t  i f  c o s t  o v e r r u n s  o c c u r  o n  p r o j e c t
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S O A  U P F R O N T  C A P IT A L  C O S T  E X P O S U R E  IS  
R E D U C E D  T H R O U G H  T C  P A R T I C I P A T I O N

SOA ALONE?

TC Participation Reduces Total Upfront Investment by SOA by ~40%

$ 1 4

^  $ 1 2  
cz 
O

do

$ 1 0rH
oCNl
to

ro
O
_£=
to
ro

O
<C
Oto

$ 8

$ 6

$ 4

S O A  A l o n e  

W i t h  TC

$ 1 1 . 3

$ 8 . 0

$ 1 3 . 5

$ 9 . 5

2 0 %  E q u i ty 2 5 %  E q u i ty 2 0 %  E q u i ty 2 5 %  E q u i ty

$ 4 5  B il l io n $ 5 4  B il l io n

* A s s u m e s  S t a t e  e x e r c i s e s  3 0 % - 4 0 %  e q u i t y  b u y  b a c k  w i t h  T r a n s C a n a d a
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S O A  IN V E S T M E N T  F O R  A  2 5 %  O W N E R S H IP  
W I T H  T C  IS  E X P E C T E D  T O  B E $ 1 . 3 - $ 4 B  L O W E R  
T H A N  F O R  A  2 0 %  O W N E R S H IP  G O IN G  A L O N E  ^

SOA ALONE?

State of Alaska Investment Requirement (Unlevered)
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S O A  R E V E N U E S  F O R  A  2 5 %  O W N E R S H IP  W I T H  
T C  A R E  E X P E C T E D  T O  B E $ 0 . 4 - $ 0 . 5 B  P E R  Y E A R  
H IG H E R  T H A N  F O R  A  2 0 %  O W N E R S H IP  G O IN G  
A L O N E

SOA ALONE?

State of Alaska Gasline Impact Cash Calls & Revenues Forecast
$ 5

$ 4

$ 3

|  $ 2
bo

T5

I  $1o

$ 0

($ D

($2)

A K LN G  Equity Partic ipation Scenario Avg. A nnua l Cash  Flow

2 0 %  - State G o  It A lone $3.6 Billion

2 5 %  - TC N o  Buy Back $4.0 Billion

2 5 %  - TC w ith Buy Back $4.1 Billion

 E q u ity  A lte rn a tiv e  20%  - G o it A lo n e

 E q u ity  A lte rn a tiv e  25%  - TC N o B u y b ack

 E q u ity  A lte rn a tiv e  25%  - TC B u y b ack

2 0 1 4  2 0 1 6  2 0 1 8  2 0 2 0  2 0 2 2  2 0 2 4  2 0 2 6  2 0 2 8  2 0 3 0  2 0 3 2  2 0 3 4  2 0 3 6  2 0 3 8  2 0 4 0
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2 5 %  O W N E R S H IP  W I T H  T C  IN C R E A S E S  S T A T E  
O F  A L A S K A  N P V 10 B Y  $ 2 B  C O M P A R E D  T O  A  
2 0 %  O W N E R S H IP  G O IN G  A L O N E

SOA ALONE?

State of Alaska NPV10 Forecast

$ 1 3

$ 1 2

CO
H/V
H
O
" $ 1 1

$ 1 0

Equity A lte rna tive  20% 
Go it A lone

Equity A lte rna tive  25% 
TC No Buyback

Equity A lte rna tive  25% 
TC Buyback

* NPV calculated over initial 25-year anticipated term of service agreement with TransCanada



C A N  T H E  S T A T E  G O  I T  A L O N E ?  
-  S T A T E 'S  D E B T  C A P A C IT Y

•  F i n a n c i n g  t h e  S t a t e ' s  s h a r e  o f  t h e  A K L N G  P r o j e c t  o n  t h e  S t a t e ' s  

b a l a n c e  s h e e t  -  k e y  i s s u e s :

• At what cost of debt? 

Debt servicing as what %  of general fund unrestricted 
revenue?

* H i g h - l e v e l ,  i n d i c a t i v e  a s s u m p t i o n s  b a s e d  o n  i n p u t  f r o m  D e p a r t m e n t  o f  R e v e n u e

• SOA Debt at 4.6%
• Debt Service limited to 3% of GFUR

• SOA Debt at 4.9%
• Debt Service limited to 5% of GFUR

• SOA Debt at 5.6%
• Debt Service limited to 6% of GFUR
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T H E  A M O U N T  O F  C H E A P  D E B T  A V A IL A B L E  
T O  T H E  S T A T E  C O U L D  B E  L I M I T E D

Indicative Levels of Debt for State to Finance 20% Equity Stake in AKLNG Project

SOA ALONE?

$ 1 2

H3
. £  $ 8
£o
to
C
O

CO $4 
-l/v

$ 0

Debt ■ Equity 
X% Percentage of Debt

I
70% 75%

4.6% Int 4.9% Int 5.6% Int 4.6% Int 4.9% Int 5.6% Int 

Go It Alone TC 30% Buy Back

4.6% Int 4.9% Int 5.6% Int 

TC No Buy Back

* A n a l y s i s  b a s e d  o n  h i g h - l e v e l ,  i n d i c a t i v e  a s s u m p t i o n s  b a s e d  o n  i n p u t  f r o m  
D e p a r t m e n t  o f  R e v e n u e .  F i n a n c i n g  a r r a n g e m e n t s  f o r  t h e  A K L N G  p r o j e c t  w i l l  
b e c o m e  c l e a r e r  f u r t h e r  i n t o  t h e  d e v e l o p m e n t  p r o c e s s .
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IS  T R A N S C A N A D A  A  G O O D  P A R T N E R  F O R  
T H E  S T A T E  O F  A L A S K A  I N  T H E  A K L N G
P R O J E C T ?  ^

Extensive experience in 
building, owning and 
operating northern 

pipelines

Long history of interest in 
Alaska Pipeline

Retains momentum in the 
project

Facilitates expansion
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RETAINING MOMENTUM ON PROJECT COULD BE MORE VALUABLE THAN SECURING BETTER COMMERCIAL TERMS TC AS PARTNER

S t a t e  o f  A l a s k a  N P V 10
$ 1 4

$ 1 3
$ 1 2 .6

$ 1 2 .8
$1 3 .0

to
a
o

CO 

r—I
oCN

$ 1 2
Each 5% decrease in 

equity ratio is 
equivalent to $200MM 

in additional NPV to

$ 1 3 . °  $ 1 2  g
$ 1 2 .8 $ 1 2 .8

Each 1%  decrease in \ S l 2 . 0
ROE is equivalent to

$100MM in additional
NPV to State

\ $ 1 1 . 2
Each year's delay in
project operation is
equivalent to loss of
$800MM in NPV to

State

10
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R O E P r o j e c t  D e la y



H
O

US
E 

FI
N

AN
CE

 
CO

M
M

IT
TE

E 
- 

TR
AN

SC
AN

AD
A 

PA
RT

IC
IP

A
TI

O
N

D O E S  T R A N S C A N A D A  B E A R  A N Y  F IN A N C IA L
R IS K ?

4b
TC RISKS

Locking in this capital 
structure before actual 
financing arrangements have 
been made for the project 
places a risk on TransCanada 
of under-earning its 
expected return on equity 
and eroding its expected 
NPV from the project

TransCanada has committed to the 
following terms for providing treating and 
transportation services to the State

• D /E split o f 75% /25%

• Return on equity  of 12%; Cost o f debt o f 5%

Given the scale of this project and the 
uncertainties associated with it, financing 
remains a significant risk
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D O E S  T R A N S C A N A D A  B E A R  A N Y
F IN A N C IA L  R IS K ?

TC RISKS IW
T R A N S C A N A D A  E F F E C T IV E  R O E  U N D E R  D IF F E R E N T  F IN A N C IN G  A R R A N G E M E N T S

75% Debt, 
25% Equity

70% Debt, 
30% Equity

65% Debt, 
35% Equity

* A s s u m e s  2 5 %  S ta te  e q u ity  p a r t ic ip a t io n  w ith o u t  S ta te  e x e r c is in g  b u y  b a c k  o p tio n
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D O E S  T C  B E A R  A N Y  F IN A N C IA L  R IS K ?

TC RISKS

N P V 10 T O  T R A N S C A N A D A  F R O M  A K L N G  P R O J E C T

25% Equity 30% Equity 35% Equity

A s s u m e s  2 5 %  S ta te  e q u it y  p a r t ic ip a t io n  w it h o u t  S ta te  e x e r c is in g  b u y  b a c k  o p t io n
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SUMMARY ON 4 KEY QUESTIONS
Total cash flows 
reduced by $4B; 
NPV impact is 
marginal
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B L A C K  &  V E A T C H  S T A T E M E N T

This presentation w as prepared for the State of Alaska ("Client") by Black & Veatch Corporation ("Black & Veatch") and is 
based in part on inform ation not w ithin the control of Black & Veatch.

In conducting our analysis, Black & Veatch has made certain assum ptions with respect to conditions, events, and 
circum stances that may occur in the future. The m ethodologies we utilize in perform ing the analysis and m aking these  
projections follow  generally accepted industry practices. W hile we believe that such assum ptions and m ethodologies as 
sum m arized in this report are reasonable and appropriate for the purpose for w hich they are used; depending upon  
conditions, events, and circum stances that actually occur but are unknown at this tim e, actual results may materially 
differ from  those projected.

Readers of this presentation are advised that any projected or forecast price levels and price im pacts reflect the  
reasonable judgm ent of Black & Veatch at the tim e of the preparation of such inform ation and are based on a num ber of 
factors and circum stances beyond our control. Accordingly, Black & Veatch makes no assurances that the projections or 
forecasts will be consistent with actual results or perform ance. To better reflect more current trends and reduce the  
chance of forecast error, we recom m end that periodic updates of the forecasts contained in this presentation be 
conducted so recent historical trends can be recognized and taken into account.

Neither this presentation, nor any inform ation contained herein or otherwise supplied by Black & Veatch in connection  
with the services, shall be released or used in connection with any proxy, proxy statem ent, and proxy soliciting material, 
prospectus, Securities Registration Statem ent, or sim ilar docum ent w ithout the w ritten consent of Black & Veatch.

Use of this presentation, or any inform ation contained therein, shall constitute the user's w aiver and release of Black & 
Veatch from  and against all claim s and liability, including, but not lim ited to, any liability for special, incidental, indirect 
or consequential dam ages, in connection with such use. In addition, use of this presentation or any inform ation  
contained therein shall constitute an agreem ent by the user to  defend and indem nify Black & Veatch from  and against 
any claim s and liability, including, but not lim ited to, liability for special, incidental, indirect or consequential dam ages, in 
connection with such use. To the fullest extent permitted by law, such w aiver and release, and indem nification shall 
apply notw ithstanding the negligence, strict liability, fault, or breach of w arranty or contract of Black & Veatch. The  
benefit of such releases, w aivers or lim itations of liability shall extend to Black & Veatch's related com panies, and 
subcontractors, and the directors, officers, partners, em ployees, and agents of all released or indem nified parties. USE OF 
THIS PRESENTATION SHALL CONSTITUTE AGREEM ENT BY THE USER THAT ITS RIGHTS, IF ANY, IN RELATION TO THIS 
PRESENTATION SHALL NOT EXCEED, OR BE IN ADDITION TO, THE RIGHTS OF THE CLIENT.


