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Tariff Model - Purpose

« Estimate the cost of building, owning, and
operating a gas pipeline over its useful life

o Estimate tariff rates that need to be charged
to recover the cost of service

e Assure that financial commitments obtained

during the open season will cover all
required costs

H



Primary Factors Impacting Tariff Rates

e Capital costs
e Operating costs

* Volume (throughput)

e Currently all are estimates and in the early

phases of engineering

ASAP



Tariff Model Structure

Cost of service model

Capital cost estimates input into FERC code of

accounts and broken down by segment

* Industry standard

e RCA familiar with cost categories & FERC
accounts

Operating cost estimates based on industry

standards
Gas volume/usage and allocated based on iIn-

state demand study (2010)

|



Key Financial Assumptions

Depreciation methodology and depreciable
life

Capital structure : % debt and % equity

Cost of capital components

ASAP



Model Outputs

 Revenue requirements calculated for each
segment

 Volume (billing units) estimated for each
segment

Recourse tariff calculated

ASAP



Recourse Tauriff

Initial tariff that is based on Class Ill estimates
for gas conditioning facility/compressor and

pipeline

Sticker price

Celling not floor

Shippers can negotiate for better rate

Who would use recourse tariff

WSmall volume shipper
S Shipper with short term need

namaBgawwiBMaaaraagBa
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Updated ASAP Tariff Assumptions

Longer term

e 30 year levelized vs. original 20 years

Updated capital cost estimates

« Now $7.70 Bn

e was $7.52 Bn (all estimates +/- 30%)

More appropriate contingency

 Pipeline now 10% vs. 5% (facilities 30%)

ASAP



Update ASAP Tariff Assumptions

* Equity share and return on equity adjusted
e Debt/equity split now 75/25 vs. 70/30
e ROE 11% vs. 12%
e Year delay ($2011 -> $2012)
« 2.5% inflation per year ($200 mm)
e Fewer billing units (MMBTUS)
e 523 MMBTUSs vs. 584 MMBTUSs

ASAP j



Updated ASAP Tariffs

2012 Tariff Comparison
Original Project Plan vs. Optimized Project Plan

ASAP 2011 Project Plan Optimization Update

$/MMBtu $/MMBtu
$ Levelized at Project Startup (Uninflated/Constant) $2011 $2012
Fairbanks $6.45 $4.25 to $6.00
Big Lake $5.63 $5.00 to $7.25
$Leveiized at Project Startup (Inflated/Nominal)
Fairbanks $8.99 $4.75 to $6.50
Big Lake $7.75 $5.75 to $8.00
Cost Drivers Tariff Impact
Capital cost: +/- $1 Billion for pipeline
Fairbanks +/-$.50/MMBtu
Big Lake +/- $.80/MMBtu
State of Alaska Contribution : +$1 Billion -$.45/MMBtu
Rate of return on equity (ROE): +/-1% +/-$0.20/MMBtu

Useful life (bond length): + 10 years -$0.75/MMBtu

Cost of 1 Yr. Delay to Entire Construction Schedule +$0.20/MMBtu

. < P



Thank You

Alaska Gasline Development Corporation
ASAP Project Office
3301 C Street, Suite 100 « Anchorage, AK 99503
Phone: (907) 330-6300 « Website: www.agdc.us

Daryl Kleppin
Commercial Manager
Phone: (907) 330-6352
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Financing Overview

1 Objective is to achieve the lowest cost of financing
possible for a given project

1 Look at financing from the other side—that of the investor

1 Structure financing package to attract as many investors
as possible

1 Typically two sources of funding a project - equity and
debt, each of which has its own advantages and
disadvantages

1 Rates of return for both debt and equity are determined
based upon several factors that basically reward
Investors for taking on risk

1 Investment yield = inflation rate + risk factor + liquidity
factor

AZAP 0



Equity Financing

Equity is riskier (and higher cost) due to:

1 Equity investors usually put the first dollars into a
project often with no guarantee the project will even
make it to a sanction decision

1 Equity shares are not very liquid. It is much more
difficult to sell equity in a project than a bond issued
for the same project

For these reasons it is advantageous to a project's overall
cost of funds to keep the equity portion as small as
possible and the debt portion as large as possible

............

ASAP V



Equity Financing

Equity financing options include 100% state-owned, 100%
private owned, or some combination of the two

One of the advantages of a State-owned pipeline is that the
State would have more control over the components of the
pipeline

Some might say this is also a disadvantage of a State-owned
pipeline as the private sector is better equipped to own and
operate large projects

The main advantage to a privately owned pipeline is that the
private sector may be best equipped to complete such a
project. There are many companies whose only business is to
build, own and operate pipelines, and they are very good at
doing so

The disadvantage is that the State loses the control it would
otherwise have with the State ownership option

ASAI*



Debt Financing

m While there are many different vehicles available to finance a
project, we will focus on three today: general obligation bonds;
project finance bonds; and state moral obligation bonds

m General Obligation Bonds

S would get the State's rating, which would lower the cost and
make for a more straightforward credit analysis

S However, general obligation bonds require voter approval

and a general fund appropriation in the future (which will be
offset by project revenues)

ASAI>



Debt Financing

1 Project Financing

“Would have no impact on the State of Alaska as the
project would be rated as a stand-alone credit;

therefore no general fund appropriation would be
required

1 State Moral Obligation Bonds

“Would have similar benefits of general obligation bonds
In that they would result in lower interest rates and a

simpler credit analysis based upon the State's credit
rating

"Likewise, the negative effects of moral obligation bonds
would be similar to the general obligation bonds in that
there would be a potential State downgrade resulting in

a real cost to the State of Alaska and its political
subdivisions

AMAF



Ownership Model

m The goal for project financing is to strike an appropriate
balance between debt and equity components such that the
lowest overall yield (cost) can be achieved.

m Atypical ownership model could include a pro rata equity for
shippers in the share of the gas in that they are shipping in
the line

This allow shippers a percentage control in line with the risk
their taking in committing their gas to the project

A target capital structure of 75%-25% is consistent with the
APP and Denali Pipelines’ assumptions used in their Open
Seasons.

AMAF



Thank You

Alaska Gasline Development Corporation
ASAP Project Office
3301 C Street, Suite 100 Anchorage, AK 99503
Phone: (907)330-6300

Website: www.agdc.us

Joe Dubler

Vice President & Chief Financial Officer

Phone: (907) 330-6300

ASAF


http://www.agdc.us

A NA I~

Alaska Stand Alone Gas Pipeline

Senate Finance Committee

ASAP Scope, Schedule and Budget



ASAP Project Scope

Mainline ot
S 36" diameter pipe S
S 737 miles long
S 1,480 psi max operating

pressure

Fairbanks Lateral |
S 12" diameter pipe oy e
S 35 miles long e

sTie-in w/mainline at MP
458

North Slope Gas
Conditioning Facility (GCF) k
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Scale of Construction Activities

Considerable construction workforce

mSOver 8,000 direct jobs

S Over 15,000 indirect jobs

335.000 tons of steel for the pipeline

9.000 truckloads of pipe travelling 4 million miles
10 million cubic yards of earthwork

15 construction camps



ASAP Project Schedule

Open
Season

SCHEDULE

MANDATED

BY HOUSE
BILL 369

2008

OPTIMIZED
SCHEDULE

(Front-end loaded)

Preliminary Engineering
Financing Options, and Pernjitting

& Highlights

7/1/10 12/15/10 7/U11
Project Reportto  Project Plan
Turnover Legislature to
to AGDC Legislature
Handover from
AGDC to
Developer
Final Engineering
and Permitting
Construction
12/31/15
Alaska Stand Alone Gas
Pipeline Project Startup
2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
FEL Phase 1
FEL Phase 2 | I I
Execution Phase Gas
. Final EIS* Open, .
DNR right-of-way Pro&ect Full Gas
Season ) . .
lease secured Sanction Procure Pipe  Construction
Rev. 9/24/12
Geotechnical & Long Lead ev
Time Items

Program

/S



Stage Gate Approach

Front-End Development Progressively
Narrows Uncertainty of Cost and Schedule

STATE
FUNDING OPEN SEASON;
GATE FEL 3
(Class 4 FUNDING PROJECT
Estimate™) GATE SANCTION
(Class 3 GATE
Estimate™) (Class 2
Estimate’)
TECHNOLOGY
AND EL1 FEL 2 FEL 3
BUSINESS usiness Alternative Project Execution
IDEAS eiopment Selection Definition
Phase First
Phase Review Gas
Review Go/No Go Late 2019
Phase Go/No Go Late 2015
\J Review End 2014
Phase Go/No Go
Review Mid-2011
Go/No Go
Mid-2010
TIME

'Refers to AACE cost estimate classes (Association for the Advancement of Cost Engineering).
The lower the class number, the higher the confidence in the accuracy of the estimate.



Stage Gate Approach

Forces logical planning sequence

Requires deliverables to be complete before starting new
tasks

More effective, timely process with issue identification and
an evaluation framework early in the process— avoids

cycles back-to-start-of-project causing delays and added
COsSts

Provides clear opportunities to stop project at gates if not
meeting business objectives

Improves communication with stakeholders

Provides a clear path for project team



ASAP Budget

m Cost to Alaskans: $400M up-front budget (-5% of Total)
m Cost Benefit: Long term natural gas supply for Alaskans
m Project Cost: $7.7 Billion* in 2012 dollars, +/- 30%

FACILITY CAPITAL COST (2012$ Billion)
Gas Conditioning Facility $2.8
Pipeline: GCF to Dunbar $3.03
Dunbar Off Take and Lateral to $0.07
Fairbanks
Pipeline: Dunbar to Big Lake $1.8
Total Estimate ASAP Cost $7.7 billion

*Each year the project is delayed, 2.5% inflation (~$210M) is added to the cost ofthe project



ASAP Cost to Consumers

Cost of Gas to Consumers (burner tip)

Anchorage Fairbanks
1 Optimized $9-11.25/MMBtu 1 Optimized $ 8.25 - 10/MMBtu in
in 2012 dollars 2012 dollars

1 Base case $ 9.63/MMBtu in 1 Base Case $ 10.45/MMBtu in 2011
2011 dollars dollars



AGDC Budget to Project Sanction

AGDC Activities

Facilities Engineering

Pipeline Engineering

Program Management
Environmental, Regulatory & Lands
Administrative Services

Commercial

Public Affairs & Community Relations
Legal

Interface & Operations

Finance

Health, Safety, Security & Environment

Total

Funds needed ($1,000's)
$105,984.20
$69,139.89
$62,437.10
$34,614.70
$14,590.50
$12,935.70
$10,497.80
$7,110.00
$4,854.90
$4,679.00
$1,488.00
$328,331.79



Funding Required to Advance

Achieving legislative objectives to advance an in-state natural gas

pipeline for Alaskans is contingent on legislative funding
Full funding will keep project on schedule

S Advance facilities and pipeline engineering

S Regqgulatory permitting activities and agency engagement
oS Engineering field investigations

Partial funding will cause schedule delays

«f Limited pipeline and facilities engineering

S Limited field investigation



hank You

Alaska Gasline Development Corporation
ASAP Project Office
3301 C Street, Suite 100 Anchorage, AK 99503
Phone: (907) 330-6300 OO Website: www.agdc.us

Frank Richards, P.E.

Government Affairs and Pipeline Engineering Manager
Phone: (907) 330-6352

Alaska Stand Alone Gas Pipeline
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An Alaska Natural Gas Future
for Alaskans

House Bill 4: In-State Gasline Development Corp.
Rep. Mike Hawker and Speaker Mike Chenault

Presentation to the Senate Finance Committee, April 5, 2013



House Bill 4: In-State Gas Development Corp

Alaska Gas for Alaskans

By 2010, frustration with a lack of progress on a big line

Trying to make others develop a pipeline for Alaska, on our terms, wasn't delivering the
results Alaskans wanted

Fresh approach: Decide what Alaska wants, and do it ourselves
In-state energy as primary driver
Use the state as a catalyst
Make use of existing work, investment

Provide opportunities for private sector partners

Legislature in 2010 passed HB 369: AGDC charged with the mission of
getting Alaska gas to Alaskans

Electric and home hearing costs

Economic development for communities

Industrial development opportunities - jobs



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

House Bill 369 of 2010 goals:
1 Build ateam under AHFC leadership
2. Consolidate state’s gas pipeline work to date
3. Fill in data gaps; decide optimal route

4. Report back to the Legislature with a project plan

House Bill 369 passed with broad, bipartisan support



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

AGDC delivered with the July 2011 Project Plan

- A pipeline for Alaskans is possible; an in-state line could deliver
competitively priced gas

- Projects will require firm, long-term contracts to support financing
Including recommendations for legislative action:

- AGDC to determine pipeline ownership structure; work
confidentially with private sector partners; operate as contract
carrier; decide rates and terms

- State to waive property taxes and state land lease fees; provide
sufficient funding and create a pipeline fund; limit judicial review

AGDC Project Plan and Amended Project Plan: www.agdc.us
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House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Now, House BIll 4:

- Provides further direction forAGDC

- Provides the framework for AGDC to serve as Alaska’s natural gas
pipeline corporation

- Maximizes state’s efforts in gas pipeline development

- Resolves regulatory uncertainties while supporting future
development of Alaska resources

- Includes AGDC recommendations

- Maintains momentum - delays hurt!

- AGDC estimates $200 million per year inflation
Southcentral gas supply (and costs) increasingly uncertain
Fairbanks energy costs and air quality - no end in sight
As urban costs increase, rural communities hurt more
Continuing expectation for state to offset high cost



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

HB 4: Establishes AGDC as Alaska’s gas pipeline entity

Section 3; transition language in Section |, Section 25

HB 4 moves AGDC from its present location as a subsidiary of
Alaska Housing Finance, to a stand-alone state corporation

Locates AGDC under Department of Commerce, Community and
Economic Development foradministrative pur

- AGDC will be governed by a 7-member board with expertise in relevant
fields, appointed by the governor, confirmed by the legislature. 5 public
members, two commissioners

Provides clear transition language



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Clearly states AGDC'’s purpose (Section 3):

- To advance an instate gas pipeline as described in the July 201 | project
plan, with modifications as appropriate, making gas available to Fairbanks,
Southcentral, and other communities in the state at the lowest rates

possible;

- To develop pipelines serving utility and industrial customers, at
commercial reasonable rates;

- To develop pipelines offering commercial rates to shippers and that offer
access for shippers producing gas in Alaska

- Once a mainline is complete, to consider additional pipelines to extend
the reach of gas to other communities, industrial users

Pipelines should also be developed to make propane and other non-oil,
gas-related materials available to Alaskans



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Provides statutory abilities to AGDC to function as a
corporation and to accomplish its purpose (Sec. 3)

AGDC may:
- Enter into ownership and operating partnerships
- Create subsidiaries, including a subsidiary to market gas

- Issue revenue bonds limited to AGDC’s own backing to finance a
pipeline

- Enter into confidentiality agreements necessary to participate with
private sector shippers, partners, financiers

- Keep confidential information like field studies and tariff models
that are assets AGDC is developing for the state

Exercise the state’s existing power of eminent domain



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

House Bill 4 also:

- Exempts AGDC from the state procurement code and state
personnel act (Section 3; and Sections 4 and 14)

* (AGDC is currently exempt from the procurement code as an AHFC subsidiary (per HB 369 of 2010)

- Exempts AGDC'’s operating budget only from the Executive Budget
Act (Section 3)

- Applies public official disclosure rules to AGDC board members
(Section 15)



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans
HB 4: Maximizes state’s efforts In gas pipeline development

 Additional state support for a project in the public’s interest will help
reduce delays and keep costs as low as possible

Limits judicial review of state permitting decisions and
authorizations to avoid delays (Section 13)

- Directs DNR to waive annual fees on a state right-of-way lease for
AGDC (Section 3; Section 12)

- Waives state and local property taxes during pipeline construction
(Section 22)

- Sunsets the Alaska Natural Gas Development Authority, per a 2010
Leg Audit recommendation

10



House Bill 4. In-state Gas Development Corp

Alaska Gas for Alaskans

- Directs AGDC to avoid duplicating other state work

- Requires state entities to cooperate and share information with
AGDC (Section 3)

- AGDC requests receive priority (except for AGIA requests)

- AGDC and state entities can enter into confidentiality agreements if
necessary to protect third-party information in the state’s possession

- Calls on the state to provide water, sand, gravel, and other non-
hydrocarbon natural resources to AGDC (Section 3)

- AGDC will pay usual prices; cost cannot be included in tariff base and
passed on to pipeline shippers



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Resolves regulatory uncertainties

* Regulatory uncertainties add risk, which adds costs and can deter private
sector participation. AGDC needs to know how a pipeline will be regulated
before soliciting private sector partners

House Bill 4:

- Allows natural gas pipelines to operate as contract carriers
through changes to the Right-of-Way Leasing Act and through
Regulatory Commission of Alaska oversight

- Reinforces state policy that pipelines should be fair; offer
reasonable access to new/future shippers; and encourage future
development of Alaska’s oil and gas resources

12



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Why a contract carrier?

13

Shippers need to know that the space they are ‘reserving’ by
signing long-term commitments will be available

Those firm, uninterruptible contracts are the way gas pipelines are
usually financed: future income promised through contracts
secures revenue bonds

Ensures gas customers (utilities, industry) their shipments are
reliable and will not be curtailed

House Bill 4 establishes contract carrier status while providing for
expansions in the future



House Bill 4. In-state Gas Development Corp

Alaska Gas for Alaskans

Interfaces

14

Key common carriage principles - expansions, access - are retained

Contract carriage is allowed

Interface between right-of-way leasing act and new regulatory chapter for
Instate contract carrier natural gas pipelines:

Both require expansions on commercially reasonable terms

Both allow that expansions cannot make an initial shipper pay more than is
allowed per the shipper’s contract with the pipeline

Both sections require a pipeline to offer service without undue discrimination

Open season oversight by the RCA ensures that new entrants have
opportunity

Capacity availability notification rules in Sec. 21 ensure new entrants have
opportunity



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Right-of-Way Leasing Act

Section | I:Sections 6,8,9 and 10 are conforming
Includes a set of 14 covenants a lessee must agree to

HB 4 modifies covenants reflecting common carrier principles,
to allow for contract carriage
« Covenants (a) (3), (4), (6), (7), (8), (9), (120), (I 1), (12), (13), and (14)

apply to both common carrier pipelines and to contract carrier
natural gas pipelines

« Covenants (a) (1), (2) and (5) are rebuilt to retain the general policy
principle while allowing for contract carriage
« Contracts govern terms for connections, facilities
 Expansions required on commercially reasonable terms

e Ship without discrimination



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Regulatory Commission of Alaska oversight for a contract
carrier gas pipeline

« Section 2 1is new regulatory chapter; Section 18 is related. Sections 19,

20,5 are conforming)

« New kind of regulation for Alaska, for a new kind of pipeline

 Multiple-stage review by RCA

« Contract carrier concepts derived from federal process

* Provisions built in for Alaska concerns

 Provides certainty and protection for public utilities

« Sets timelines for thorough review that also support commercial process

16



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Terms

(Not official definitions ... but practically speaking)

Tariff: A package of the rates and the terms and conditions that a pipeline
offers. Rates may be a‘schedule’ of rates distinguishing different classes of
service.

Recourse tariff: A tariff that is kept on file as the pipeline’s official ‘offering’.The
recourse rate is available to customers who do not negotiate rates with the
pipeline.

Just and reasonable:A concept; generally, just is fair to all, reasonable is within
a range of acceptableness.

»1



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Overview: The Process

18

Pipeline puts together a project - engineering, design, cost estimate

Develops tariff - a combination of rates and terms/conditions of service
to present to potential customers

Pipeline has to file the tariff as a‘recourse tariff’ with the RCA before
entering contracts, before open season
Supported by a full cost study

Recourse tariff is the default rate; customers can negotiate final price

HB 4 requires RCA pre-approval ofrecourse tariff before an open season



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

When does a recourse tariff come into play?
1 Before the first open season for a new pipeline
2 After construction, when costs are about 95% known

3. In advance of any open season for new capacity or pipeline expansions

Why?
- Sticker price/default rate

- Terms that anyone has the option of using to get in on the pipeline,
whether they choose to negotiate or not

- Everyone has had the opportunity to get in on the pipeline on the same
terms (although rates in the recourse tariff may vary per shipper category)

- Commonly used for short-term interruptible capacity, when available

»D



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Recourse tariff;

RCA must review and approve initial recourse tariff, and any substantial
amendments

- Supported by afull cost study

- Must include procedures for conducting open seasons

RCA has 90 days to review; may suspend for additional 90 days

- Terms and conditions not unduly discriminatory

- Rates cost-based

- Proposed rate of return, capital structure, depreciation reasonable
(Reasonable = commonly accepted or used by the RCA or FERC)

Same process for revisions in the future

- RCA has 90 days to act on revisions



House Bill 4. In-state Gas Development Corp

Alaska Gas for Alaskans

W ith approved initial recourse tariff, pipeline holds an open season
RCA oversees open season
- Commercial negotiations

Precedent agreement

Overall, 3 ways to get pipeline service:
1 Negotiated contracts in open season
2. Recourse tariff

3.  Presubscription agreements

21



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Just and Reasonable - What does it mean?
Just and reasonable is a standard - in this case, a contract must meet this standard
Just: Everyone is treated fairly and in a reasonable way

Reasonable: Not too much, not too little: within an acceptable range and defensible

How do we know?
Was the contract made at arm’s length?

Arm’s length is a legal principle pulled from contract law. An agreement is arm’s length if it
was made by independent parties, on equal footing; if parties are connected by ‘shared
interests’, an arm’s length agreement that stands up to scrutiny is important.

22



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Meeting the Arm's Length Standard
Start with the contract. Does it include the recourse rate offered to everybody?
YES: Contract is at arm's length and acceptable.
NO: Next step: Was the contract made between two state entities?
YES: Contract is at arm's length and acceptable.
NO: Next step. Isthe contract between two unaffiliated parties?

YES: Contract is at arm's length and acceptable.

NO: Parties are affiliated. Next step: Isthe contract 'substantially similar' to one made between unaffiliated

parties?
YES: Contract is at arm's length and acceptable.

NO: Next step. Triggers deeper review by the RCAto determine 'just and reasonable’ by new standards,
using all cost data, digging into the details - BUT, the RCA must also consider the consequences of failing to

approve the contract at hand.

23



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Certificate of Public Convenience and Necessity

CPCN required: Legislature makes special findings only for AGDC
1 Required for the public convenience and necessity (Sec. |)

2 In the best interests of the state (Sec. |)

3. Per Sec. 21,42.08.020:

AGDC is financially fit willing and able (because it is a corporation of the state)

AGDC'’s board of directors and officers are managerially fit, willing and able (because the
Governor has appointed directors with the precise qualifications required by HB 4)

An AGDC pipeline is required for the public convenience and necessity (evidenced by
the Legislature creating a state corporation to pursue gas pipeline projects

4. Per Sec. 21,42.08.020(e): The RCA shall determine whether the AGDC is
technically fit, willing and able

24



House Bill 4. In-state Gas Development Corp

Alaska Gas for Alaskans

Once construction ends, the pipeline will know a lot more detail about
costs

At that point, the pipeline has to go back to the RCA with that ‘actual’
Information, and update the initial recourse tariff

The pipeline also has to update the recourse tariff in the future,
whenever the pipeline plans an open season to expand the pipeline

Revisions do not affect contractual, negotiated rates

25



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Excessive rates of return protection

* Excessive rates of return are not anticipated, however:

Detailed current cost study every three years

- Includes calculation of 3-year average actual return on equity
- RCA reviews: do rate elements ‘match’ allowable

- Excess profit into segregated operating reserve fund

- Capped at 20% average annual operating costs

- If excess remains, reduce firm service rates for all shippers over next 3
years

- Pipeline can draw on reserve account when operating costs are high

26



House Bill 4: In-state Gas Development Corp

Alaska Gas for Alaskans

Disputes

- Contracts between shippers and a pipeline can include a
dispute resolution method

Method must be In resource tariff terms and conditions, uniform

Notify all shippers and creditworthy potential shippers

Allow existing and potential new shippers to participate

-  Culminate in independent third party/panel

- When can RCA step in?
- Disputes related to things not covered in contracts
- Complaints brought be someone who doesn’t have a shipping contract
- Complaints about expansions and open season conduct

- Disputes that pose an immediate threat to the public health and safety



House Bill 4. In-state Gas Development Corp

Alaska Gas for Alaskans

The Future

Expansions are required on commercially reasonable terms (providing they do
not violate AGIA)

- Must include an open season

- Same process as initial capacity: recourse tariff, open season, negotiated
contracts, precedent agreements, updated recourse tariffs

Excess capacity at any time must be noticed and offered

> 28



Thank you

House BiIll 4:
In-state Gasline Development Corp.

Sponsors:
Rep. Mike Hawker & Speaker Mike Chenault

Contact: Rena Delbridge, Staff to Rep. Hawker
(907) 465-4949 - Rena.Delbridge@akleg.gov

29
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Doniece Gott

From: Vickie Grant <tvddme@yahoo.com>
Sent: Tuesday, April 09, 2013 5:09 PM
To: Senate Finance Committee
Subject: In-state pipeline

Dear Senator,
lam an Alaskan voter. | live in Wasilla and | support an in-state pipeline solving the long term energy needs of Alaskan

people. Please make this happen now!

Vicki Grants iPhone
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Doniece Gott

From: dlh119@gmail.com

Sent: Wednesday, April 10, 2013 7:03 AM
To: Senate Finance Committee
Subject: Support of HB4

Dear Committee members:

| appreciate all of the hard work you have done this legislative session and ask that you continue with support of HB4. |
believe this may be the best opportunity for citizens of the State of Alaska to get a natural gas pipeline from the North
Slope and ensure that we aren't dependent on foreign imports for our gas supply.

Thank you for allowing me this comment.
Sincerely,

Diane Hutchison

140 Falcon Drive

Fairbanks, AK 99712

Sent from my iPad


mailto:dlh119@gmail.com

Doniece Gott

From: Dan Dirscherl <dddirsch@yahoo.com>
Sent: Wednesday, April 10, 2013 7:57 AM
To: Senate Finance Committee

Subject: Please Act Now!

Dear Alaska Leaders,

I'm a small business owner who has lived in Eagle River for approximately 15 years. I'm currently
trying to decide If I'll continue to live in Alaska, as I'm concerned about our near future energy

crisis. If this issue isn't resolved quickly, | and many other Alaskans will be forced to move to a state
that acts to ensure its residents have affordable heat, energy and sufficient infrastructure. An instate
gas line is imperative to ensure the future of our future. Please act now to provide this key lifeline. |
support HB4.

Dan Dirscherl

Eagle River
<?)))><


mailto:dddirsch@yahoo.com

Doniece Gott

From: Jessica Veal <jessicaveal@gmail.com>
Sent: Wednesday, April 10, 2013 9:41 AM
To: Senate Finance Committee

Subject: House Bill 4

Good morning,

My name is Jessica Veal and I'm a registered voter in Nikiski, AK. I'm writing to tell you | am in support of
House Bill 4. It's not a want for this state, it's a NEED. With the way this poor country is falling apart, | feel
Alaska needs to start taking care of itselfas much as it can. Think of how much this would help the cost of fuel
in the bush and all the badly needed jobs it would create!

Sincerely

Jessica Veal


mailto:jessicaveal@gmail.com

Doniece Gott

From: Jeff Welsh <jaxonsdaddy@yahoo.com>
Sent: Wednesday, April 10, 2013 10:20 AM
To: Senate Finance Committee

Subject: HB 4

My name is Jeff Welsh. 1 am a registered voter with four children. Iwork for the USPS and own a home in Muldoon in
Anchorage. | am in favor of HB 4 and ask that it be passed so we can perhaps reduce the amount we pay for gas while at
the same time building the Alaskan economy.

Thank you.

Sent from my iPhone


mailto:jaxonsdaddy@yahoo.com

Doniece Gott

From: ed <lostbluelizard@yahoo.com>
Sent: Wednesday, April 10, 2013 10:54 AM
To: Senate Finance Committee

Subject: House Bill 4

Hello.

I am a registered voter in the Wasilla area.

I respectfully ask that you fully support an in-state gas pipeline.

Alaska residents, especially those in the interior, deserve all the energy support possible from our Legislature.
Energy demands need to be addressed now.

Thank you.

Edward J Goodwin
3391 N Aoki Dr
Wasilla AK 99654
907-775-1009


mailto:lostbluelizard@yahoo.com
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Dear Senators/

My name is Manny Escobedo and i firrnly oppose HB4. When was anything done in 3 hurry
the best way to do something, in 2002 Alaskans voted for a gas line to Valdez and sc far we
have produced nothing, Now we must do it by way of ASAP., nice pun.

Alas cans when told of the options, understand that HB4 Is wrong. We would spend 10-13 bil-
lion to have natural gas to a few communities. We would pay for the line and the gas. No profits:!!
Is that who we are as Alaskans? Imagine being in a room with the legislatures that voted on TAPS.
IF we said we wanted to build a small line to ship oil to a refinery close to Anchorage so that, we
could have cheeper gasoline. Think of hew bad a statement that is. Right new we are dependent on
our pipeline and its volume is diminishing. We need to make money, not just spend it. Don’t spend
our money to appease a few, spend it because we will make a return on our Investment

I would like to believe that my legislatures are better than this.

The bullet line will not have liquid by productf butane, propane, arid even plastic] A small volume
line would simply be a laige cost for natural gas and that is all it would be.

| spent 13 years in Prudhoe Bay. drilling for oil. If you hit gas you had a problem. There is just
too much of it. Wouldn't it be great to just drill and you if you hi: gas you ship it down one line,
if you hit oil, down another. It all goes ;r.to a separator then down the correct line. | have seen the
12 foot wide Rare tip at Endicoti: sland go 200 feet high for days. How could selling that gas be a
bad thing.

here’s another ore, we want to study it more. How can anything be cheaper that going down
the exist! ig corridor. Nothing could be. We have experience along that route and we will only do
it better mhis time.

Alaskans used to do for themselves, now we wait to see If the oil compan-es will do it for us.
With the financial situation in the lower 48, they aren't going to do anything for us. The USA
arid its financial dents are no secret. We can't rely on them for funding any longer. We must rely
on our own resources. We must develop them for the benefit of all Alaskans

Sheen
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restimor.-y tc Senate Finsncn Committee re HB 4 Aoril 3, 2013

Co-Chairmen Kelly and Meyer and Committee Members:

Thank you for this opportunity to testify regarding this proposition of the ASAP gas pipeline as
now deflnad by HB 4

My umui is Cindy Roberts. Exceptfor four years in Juneau with the second Hiske!
administration, | have: been a resident of Anchorage since 1971.

Since a recent tour of duty in the Murkowski Administration, | have been totally absorbed w th
gas pipeline questions and trying to cruft clear explanations of the goals and objectives of AGIA.

hast January', i published the second edition of CRACKING THE CODE-A Citizen’s Guide to
the Alaska Natural Gas Pipeline Discussion. My credentials are not in mjcro management of
legal language. They are in commitment to Alaska and Alaskans in understanding the arigjage
of take g our natural gas resource to our communities in the state and to the global market in
order to make our gas affordable to Alaskans - of this end future generations.

As you in this Committee examine tha details of this bil do not lose focu* on the big issiles:

» AGIA is being held ransom. Not just by the martn g.utin panada and tha Lower
48, but by toe leaseholders on the Slope: who wait fof a new tax picture to thrill
their stockholders.

*  This ‘fiscally-conservative" legislature is gnoririg reality. Do not lose sight of the
$600 million already committed to AGIA More than $300 million cf Inducemens"
has been invested to date What results h&'/e been reported to the public AND
TO YOU? Can this continue?

* TNG Open Seasons for AGIA have not been disclosed. The September 2012
yielded at least a 200% interest by willing purchasers. Why is a third Open
Season on a smellerline a wise investment?

*  |Tie economies of this pipeline are compromised oy the legal limits of AGIA «
with maximum throughput of 500 million standard cubic fe*t per day. We will not
only have higher costs per unit for nonindustrial use, we wjl! skip value-added
options as the liquids will not be transportable in th’s ‘foe. Why is this being seen
“its ‘maximum benefit* ? And to whom?

Our economic future is at a watershed moment thanks to this bill and SB 21 'n possible
obliteration o* cur fiscal security. Before you votes on this bill and send if to the Governor for
signature, once again read the 2011 Alaska Gasline Port Authority report jfrotr Wood Mackenzie
and iooK at the $400 Billion to tha plus side of the equator that will result jfrnm a large scale
pipeline to a deep-water export facility in Valdez.

Your m.i.to skills: and your ethical reputations are in question.

Cindy Robarts 2001 Churchill Drive- Anchorage, AK 99617 cindyl roberts@gci.net


mailto:roberts@gci.net

April 8, 2013
My name is Dorothy Moore, 346 Nabesna Valdez, AK 99686. |
am a retired Alaskan trying to stay in my home.

| have been following HB 4 and have read in detail the original
bill.

I have tried to follow the changes and while some are favorable
in my opinion. | still have problems with:

1 The economical/financial statement.

2. The cost to future Alaskans | believe will be much
higher than currently to those who are fortunate to have natural
gas.

3. The plan seems to only propose to help only those in
the more highly populated areas. Any solution should help all
Alaskans

4. | believe there will be only one pipeline built.

5 There is no export component to reduce the cost to
Alaskans

This bill does not use the valuable liquids. This is part ofthe
formula needed to make gas more reasonable or at least
affordable.

It only gets us to a third open season. Why do we not know
what happened to the other two (2) open seasons?

Please let this bill receive more scrutiny by all Alaskans instead
of rushing it through.

| can be reached at 907-835-4245 home, Cell 907-748-6485 or
dmmoore@cvinternet.net
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Doniece Gott

From: mesquiteeve@aim.com

Sent: Monday, April 08, 2013 11:37 PM
To: Senate Finance Committee
Subject: In state pipeline

I live in Willow, I'm a registered voter....

| support an in-state pipeline because | believe it will solve the long-term energy needs of many Alaskan’s, there are more
people that live outside of anchorage that would benefit from this....

Thank you

Lela Parmer


mailto:mesquiteeve@aim.com

Doniece Gott

From: Debbie Watson <dlwatson@ jwslawoffice.com>
Sent: Tuesday, April 09, 2013 3:21 PM

To: Senate Finance Committee

Subject: Gas Pipeline

Ilive in North Pole. Isupport the gas pipeline. Pass it!!

Sent from my iPhone
Debbie Watson
907-322-3033


mailto:dlwatson@jwslawoffice.com

Doniece Gott

From: Wayne Ambacher <acelect@ alaska.com>
Sent: Tuesday, April 09, 2013 1:40 PM

To: Senate Finance Committee

Subject: In State Pipe Line

To Whom It May Concern,

We need affordable gas for Alaska. House Bill 4. We to support the in state pipeline and believe we need to act
on this now. Time is crucial.

Thank you.
Sincerely,

Marsha Ambacher

Wayne Ambacher

AC Electric LLC

PO Box 1761

Seward, Alaska 99664

907 224-3687 Fax 907 224-5687
Cell 907 362 1092

Email: acelect@alaska.com
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Doniece Gott

From: Kelley Rivers <kelleybrivers@gmail.com>
Sent: Tuesday, April 09, 2013 1:32 PM

To: Senate Finance Committee

Subject: In-State Gasline

Mr Kelly-Just would like to mention that | support the in-sate Gasline and would like to have this passed as
soon as possible. Fairbanks is hurting from these high fuel costs. Everyone will move SOUTH if we do nothing,
which would make EVERYONE HURT!

Kelley Rivers

CEO

Rivers Wood Products
1780 Richardson Hwy.
North Pole, Ak

99705


mailto:kelleybrivers@gmail.com

Doniece Gott

From: allisondshane@yahoo.com
Sent: Tuesday, April 09, 2013 1:17 PM
To: Senate Finance Committee
Subject: HB 4

I am Allison Shane, registered voter living in Juneau. I strongly urge a yes vote in support of an In-State
pipeline. As a Hospice and Homecare nurse, | average 300 miles a month driving, and anyone who lives here
knows with only 40 miles of road just in juneau not counting Douglas that's a lot of driving. | get reimbursed at
.51 cents a mile, not a large amount considering what we pay here for gas. Please support this bill.

Thank you for your time in reading my plea.


mailto:allisondshane@yahoo.com

Doniece Gott

From: Joe <joegray.mcd57@yahoo.com>
Sent: Tuesday, April 09, 2013 12:39 PM
To: Senate Finance Committee
Subject: Hb4

As an Alaskan voter | support hb4 for an in-state gas pipe line. As | believe it will strengthen Alaska's infrastructure
create jobs make Alaska more independent.and give Alaska better cleaner energy | also believe in green energy This
nation is not there yet. And a bird in the hand isworth two in the bush.

Joe gray

Sent from my iPhone


mailto:joegray.mcd57@yahoo.com

Doniece Gott

From: akbjornstad@ hotmail.com

Sent: Tuesday, April 09, 2013 11:22 AM
To: Senate Finance Committee
Subject: Gas line

I have lived in the Fairbanks North Star Borough for over 30 years and it concerns me to see the price of heating
our home, rise to such insane prices over the years. | would like to voice my support of a gas pipeline, as |
believe it would not only greatly reduce the financial burden of heating a home in the interior, it would also
create a self sustaining infrastructure that would promote a thriving economy.

Time is of the essence.

Thank you for your service.

Sincerely,

Kimberly Bjomstad


mailto:akbjornstad@hotmail.com

Doniece Gott

From: Gerald Timmons <timmons.jerry@ gmail.com>
Sent: Tuesday, April 09, 2013 11:23 AM

To: Senate Finance Committee

Subject: HB 4

I've heard most all the Testimony before you that is on line and | understand this bill is not perfect. But Alaska
cannot wait for a perfect line. Time is so important and even if it represents huge debt we must get natural gas

at an affordable price.
Just Vote Yes.


mailto:timmons.jerry@gmail.com

Doniece Gott

From: scott mcintoshs <fishonl7@gmail.com>
Sent: Tuesday, April 09, 2013 7:11 AM

To: Senate Finance Committee

Subject: gas

Why do you want to penalize alaskan's with fuel cost when the fuel is here to begin with, thanks for not
watching out for us. Scott Mclntosh Sitka Ak.


mailto:fishon17@gmail.com

Doniece Gott

From: Buzzy Chiu <buzzy@gci.net>

Sent: Tuesday, April 09, 2013 11:10 AM

To: Senate Finance Committee

Subject: Please pass House Bill 4 out of committee

Dear Sen. Meyer, Sen. Kelly and Members of the Committee:

| ask that you please support House Bill 4 and pass it out of your committee so that it can be
voted on. This bill is critical for those of us in the Interior. Our high cost of energy is
unbelievable and we need relief! Please move this bill forward. Thank you for your hard
work!

Sincerely,

Buzzy Chiu


mailto:buzzy@gci.net

Doniece Gott

From: JOSEPH DENNIS <jdennis6778@ gmail.com>
Sent: Tuesday, April 09, 2013 10:51 AM

To: Senate Finance Committee

Subject: House Bill 4

My name is Joe Abruska. I live in Anchorage and | vote. | support an in-state pipeline now. Passing this bill
will ensure our energy will be taken care of in the future. | request you take the initiative to pass this legislation

during this session.


mailto:jdennis6778@gmail.com

Doniece Gott

From: Chris Farmier <chris.farmier@hotmail.com>
Sent: Tuesday, April 09, 2013 10:17 AM

To: Senate Finance Committee

Subject: In favor of HB 4

This gas pipeline issue has gone on forever now!!! We need to act now not next session. If we need to have a special
session to pass this bill then we need to have a special session. I'm a lifelong interior Alaska resident and excavation
company operator. We need this pipeline and we needed it 10 years ago. Please, help the economy in Alaska, help the
people in the interior with cheaper fuel to heat there homes and business. Please help move Alaska forward!! This bill is
a must pass. | believe us Alaskans realize that if a pipeline is built today, it'll be two to three years before everyone that
can, can fuel there homes and businesses with cheaper natural gas but if we don't start with passing this bill and getting
this ball rolling we are only prolonging this much needed project.

Thanks to all of you for everything you do and let's get Alaska's gas developed and build this pipeline!
Thanks again,

Chris Farmier

Operations Manager

True North Alaska LLC.

North Pole, Alaska 99705

Cell: (907) 978-2267
Website: www.truenorthalaska.net


mailto:chris.farmier@hotmail.com
http://www.truenorthalaska.net

Doniece Gott

From: Kaari B <kaari_5@yahoo.com>
Sent: Tuesday, April 09, 2013 9:30 AM
To: Senate Finance Committee
Subject: House Bill 4

Dear Senate Finance Committee,

Please support House Bill 4! We need an in-state pipeline to solve our long-term energy needs! We urgently
need you to decide "yes" on this matter, this year and right now.

This winter my husband and | spent $6000 on heating for our home; $3000 on fuel oil for the boiler (a high-end,
new, energy-efficient boiler) and $3000 on dry firewood for our new, energy-efficient wood stove with a clean-
air insert.

We need an in-state pipeline! Fuel prices rose drastically a month or so ago. Should prices go up again, many
people will suffer. I don't know what people in the villages will do because there are already ridiculously high
costs for food and fuel to the Bush. Today | start a new job, mostly because we had such high unplanned
heating costs over the last few months. After years of being a homeschooling stay-home mom, | have to enter
the workforce to pay for the heating of my home. We cannot do more to make our home efficient, so from here
we have to tighten the belts and do what has to be done.

Alaskans all over the state, and we here in Fairbanks, urgently need the in-state pipeline.
Sincerely,

Kaari and Sterling Bouma
Fairbanks, Alaska


mailto:kaari_5@yahoo.com

Doniece Gott

From: Gerald Jackson <gjackson0501@ gmail.com>
Sent: Tuesday, April 09, 2013 9:25 AM

To: Senate Finance Committee

Subject: In-State Pipeline

Dear Senate Finance Committee:

We reside in Big Lake, Alaska and are registered Alaskan voters. We definitely feel that we should have an in-state
pipeline to bring down the cost of gasoline in our wonderful state. We have the oil, so why are we having to pay such
high prices for what we have and ship to the Lower 48?

Please act on House Bill 4!

Thank you.

Gerald and Carla Jackson
Big Lake, AK

Sent from my iPad


mailto:gjackson0501@gmail.com

Doniece Gott

From: Jason Slater <jason@ doorsystemsak.com>
Sent: Tuesday, April 09, 2013 6:34 AM

To: Senate Finance Committee

Subject: Pipeline

lam a registered voter in the state of Alaska. | live in Chugiak Alaska. | support the in state pipeline. It needs to be
decided today to go ahead with the in state pipeline. It is vital to Alaska's survival and economy. Thank you.

- Jason Slater

Sent from my iPhone


mailto:jason@doorsystemsak.com

Doniece Gott

From: Jeanne Kohler sjkappr@ acsalaska.net>
Sent: Tuesday, April 09, 2013 6:27 AM

To: Senate Finance Committee

Subject: Alaskan Gas Pipeline

Importance: High

All Alaskans should benefit from the abundance of gas on the North Slope. The northern railbelt communities have
consistently paid much higher energy costs than its southern neighbors. Last year a 1000 gallon tank of # 1 heating oil
cost over $ 4300. Electric bills are through the roof due to the oil surcharge. These expenses are essentials of life in
Alaska. Let's be positive about helping all citizens of the state. Please hurry and build the gas pipeline.

Respectively,

Jeanne Kohler

Fairbanks, Alaska


mailto:jkappr@acsalaska.net

Doniece Gott

From: Terri And John Carter <blessed@ alaska.net>
Sent: Tuesday, April 09, 2013 5:48 AM

To: Senate Finance Committee

Subject: House bill 4

lam a 50 year resident of Alaska and a registered voter in Soldotna Alaska.

I encourage you to vote for house bill 4 to support an in state gas line. The people of Alaska deserve to benefit from
their resources and this is a means of making energy available to our citizens now and in the future.

Please make this bill a reality during this session.

Terri Carter

Sent from my iPad


mailto:blessed@alaska.net

Doniece Gott

From: Jgruen2681 <jgruen2681@ aol.com>
Sent: Tuesday, April 09, 2013 5:19 AM
To: Senate Finance Committee
Subject: In State Gas Line

We Need an In State gas line. | Live in Anchorage and I'm tired of them always telling us there is a shortage of Natual gas
for heating and power!

Sincerly
Randall Grueneberg


mailto:jgruen2681@aol.com
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City ofValdez

Presentation on the In-State Gas Pipeline Bill
(HB4)

Senate Finance Committee
April 9, 2013

William W alker
Craig Richards
W alker Richards LLC
731 N Street
Anchorage, AK 99501
(907) 278-7000



Problems with H.B. 4 and AGDC
Concept

m

Cheaper Alternatives Like LNG Import
Unclear W hether AGIA Violated by H.B. 4

eCircumvents Existing Regulatory Structure
 FERC open season regulations
 RCA and not FERC regulated
« No common carriage in-state
e Just and reasonable rates not required

. Expansion costs on new entrants
«Cost Estimate NotTransparent
*Wrong Project Scope
«State Loses if H.B. 4 Structure Used for Big Project



«HB 369 Sec. 4.

AS 38.34.099 to read:

“(1) ‘in-state natural gas pipeline’ means a pipeline for transporting
natural gas that runs from the North Slope to tidewater in the state”
»HB 369 Sec. 9.

Amended AS 41.41.990(3)to read:

“oroject’ means the gas transmission pipeline, together with all related
property and facilities, to extend from the North Slope of Alaska or other
regions of the state to a market in the state, or be available to a market in
the state, and to tidewater at a point on Prince William Sound or Cook
Inlet, and includes planning, design, and construction of the pipeline and
facilities as described in AS 41.41.010(a)(l)-(5).”



Potential Benefits to Alaskans
from a Large Volume State-Owned Gasline/LNG Project

by
PDC Harris Group LLC (November 3, 2011)

Natural Gas vs. Diesel Fuel Costs

eFairbanks natural gas cost = $5.29/mmbtu
VS

eFairbanks diesel fuel cost (2021) = $27.23/mmbtu

Represents energy cost reduction of 80%

Total value of fuel savings of over $2.4 billion to Fairbanks residents



Potential Benefits to Alaskans
from a Large Volume State-Owned Gasline/LNG Project

by
PDC Harris Group LLC (November 3, 2011)

Energy Cost Savings: Bethel and Fairbanks

Bethel energy cost savings of up to 65%

Equates to potentially $886 million in fuel savings cost for Bethel

residents (over 30 years)

Fairbanks energy cost savings up to 80%



Access to currently re-injected gas upstream puts the Alaska LNG liquefaction
project in an economically competitive position relative to others”®

ESTIMATE
Kev Assumptions

Greenfield Alaska LNG Cost Build Up

¢ All data from “Transcanada
XOM Alaska Pipeline Project
Open Season Notice, 2010,
Valdez LNG Case" except
below items:

e Liquefaction:

« CapEx: $1,200/ton; est. rate
covers CapEx, Opex, 12%
nom. ROE.

» Alaska LNG losses 9.65%
¢ Shipping Assumptions:

e Ship: 155,000 m3

« CapEx/ship: $200 million

» OpEx: $15,000/day; 2.33%
annual escalation

* 8% ROE after tax

* LNG Processing Losses:
estimated from AGIA NPV
Report, Fig. 7.2

 Liquids credit determined using
$80/bbl netback price for LPG

and volumes provided by AGPA WH- Processing Transport LNG Losses Liquefaction Liquids Shipping Total
(88,000 MMBtu/d; -20,000 bpd) Processing & Shrinkage credit

Source: Wood Mackenzie

vV n
Mackenzie Strategy with substance



...and it competes favorably with both proposed Australian and other North
American export facilities which have yet to reach FID

DES Cost Stack Comparison

Alaska's estimated cost allows it

14.00 to compete based on price
12.17
11.76
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www.woodmac.com

From an economic perspective, Alaskan LNG exports are competitive, viable across
scenarios, and could generate between $220 and $419 billion for Alaska*

The numbers generally “work” for Alaskan LNG > Alaskan LNG exports have a delivered cost structure below $10/MMBtu.

exports when the global oil price is north of Given a range of infrastructure cost scenarios, oil prices projected

$75/bbl oil and Asian firm contract pricing utilizing Woodmac's April 2011 NAGS price outlook or the NYMEX

reflects a 13%(+) oil indexation** (indexation for forward strip, and LNG - oil indexation pricing to Asia of 13 - 16%,

firm contracts today is approximate]y 1485%) Alaskan LNG could be priced DES between $18.00 - $46.00/MMBtu
through 2050.

Proposed Alaskan LNG exports have a > Alaskan LNG would use assets that are producing gas for re-injection

substantial cost advantage relative to possible (essentially limited to gathering, transport and processing costs)

competing LNG supply projects > Most competing Australian projects and proposed NA LNG exports yet

to secure Final Investment Decision (FID) are expected to deliver LNG to
Asia at costs of $10 - $12;MMBtu under current gas price assumptions

Assuming start-up In 2021 and a project life of Royalties (12.5%) and state taxes (starting at 25% post-royalties) could
30 years, royalties (12.5%) and state taxes yield $2.4 to $24 billion per year.

(starting at 25% post-royaities) could yield a

total of between $220 and $419 billion*

While we do not address them, there are a Economics are important, but commercial issues such as the scale of
number of commercial challenges associated value chain requirements (pipes, storage, etc.), buyer risk tolerance,
with all liquefaction projects financing arrangements, etc. are critical

Taking all into account - basis, shipping, capital requirements - Alaska LNG export facilities can deliver LNG to Asia less
expensively than US Lower 48 or Canada and competitively vis-a-vis traditional Australian LNG sources

WOOd WrW*To,at undiscounted taxes and royalties values utilize nominal figures (2.4% Inflation), 14.85% indexation, and avg. recourse

MaCkenZ|e rate 0<*4-18- Assuming a nominal discount rate of 5%, the NPV of taxes and royalties is between $65 and 124 billion. Strategy With substance
“ Oil indexation price example: With an oil price of $100/bbl, “oil indexation" of 14.85% yields a gas price of $14.85/MMBtu


http://www.woodmac.com

TransCanada/ Exxon
AGIA Solicitation of Interest Results
September 14, 2012

Korea,Thailand & Indonesia

KOGAS (Korea)

POSCO (Korea)

GS Energy (Korea)

PTT International Company, Ltd. (Thailand)

PGN LNG (Indonesia)

East-West Power Company Ltd. (Korea)

2.8 bcf/d

TOTAL: 5S bcf/d

Japan (REI)

Japan Exploration Company, Ltd. (Japan)

Idemitsu Kosan Company (Japan)

JX Nippon Oil & Energy Corporation (Japan)

Mitsubishi Gas Chemical Company, Inc. (Japan)

Nippon Telephone and Telegraph (Japan)

2.7 bcf/d



H.B. 4 Problems —LNG Import

“If ASAP can’t beat the cost of imported LNG then we are on a fools
errand.”

«2006 ANGDA Study (see Exhibit 3)

o $62.2 million to convert the existing LNG facility to receiving terminal

 Volumes imported would match shortfall demand

*Nobody predicts a 100% shut down of Cook Inlet (see Exhibit 2)

Blended price predicted lower than the 100% volume from ASAP
concept

«Closure of exports from Cook Inlet will cause increase in gas
availability in South Central



H.B. 4 Problems —Does it Violate AGIA?

eLegal opinion by Legislative Counsel obtained by the sponsor of H.B. 4
(February 15, 2013) (see Exhibit 4) raises unanswered questions

Does a 1.6 bcf/d pipeline violate the assurance clause in AGIA?
 IfH.B. 4 isin violation of AGIA, then the fiscal note needs to be doubled or tripled
« AGDC potential capacity above .5 bcf/d and state financial support “could result in
liability under the assurances.” Opinion at 9-11

Is AGIA license out of compliance? If so, why are we discussing a low volume
pipeline?
« TheTransCanada project was a highway project

* On May 2, 2012 Administrated modified original project plan to allow LNG
alternative (see Exhibit 5)

» “Astrong argument may be made that the licensee’s assessment of an in-state natural
gas pipeline is a different project and not a modification of the project licensed under
AGIA.” Opinion at 8



H.B. 4 Problems —Circumvents EXxisting
Regulatory Framework —History of

Regulatory Treatment

LB&A Briefing Paper on FERC Open Season Regulations (November 9, 2004) (see Exhibit 6)

* “Rational economic behavior suggests if the BigThree or similarly situated companies own the Alaska gas
pipeline, they [will] use their vertically-integrated market dominance to limit competitor access to the pipeline,
as well as extract a high tariff from those who do gain access —more income for them, higher costs for their
competitors, and lower wellhead values on which royalties and taxes are payable to the State of Alaska. In fact,
this is the story of the Trans Alaska oil pipeline (TAPS), except that with TAPS its status as a common carrier has
thwarted any effort to use market dominance to limit access. TAPS tariffs, however, have proven to be an
obstacle to competition, and have been cited by more than one company as a reason for withdrawing from
efforts to commercialize Alaska’s resources.”

* “The challenge for the Commission, then, is to create rules that give birth to competition, even in the face of an
Alaska gas pipeline that will be a natural monopoly and may be owned by those with production interests better
served by suppressing competition.”
*“The Alaska Legislators conclude that, unlike the situation in the lower 48, there is no existing
or foreseeable competitive environment in Alaska, where the North Slope Producers not only
control the known gas reserves, but also may become the sponsors of the Alaska pipeline.
Therefore, the Commission was right to not rely on market forces in Alaska to ensure the
developments, routing, sizing and timing of an Alaska pipeline.” FERC Order 2005-A ~ 29
A(June 1, 2005)




H.B. 4 Problems —Circumvents EXxisting
Regulatory Framework —FERC Regulation

*In 2004 Congress required FERC to adopt open season regulations that provide access for
non-Prudhoe Bay and PointThomson gas

*In 2005 FERC adopted Alaska natural gas pipeline open season regulations (see Exhibit 7)

« “[W]e are well aware of the risks to competition imposed by aproject that is owned or
primarily sponsored by a small group. Thus, we are imposing strict requirements on all
proposals, and particularly on affiliate-owned project, with respect to public disclosure of
information, to ensure that there is a level playing field. . .We will require applicants for
an Alaska pipeline project to provide detailed information as to project design, how
capacity is to be allocated, and proposed rates, terms and conditions. This will allow us
to be in a position to monitor whether competition for capacity is fair. In addition, while
we are permitting pre-subscription for ‘anchor’shippers, we are requiring that contracts
with such shippers be made publicly available, and that all shippers seeking the same type
of capacity be offered service on the same terms and conditions.” 2005 Order at 12



H.B. 4 Problems —Circumvents EXxisting
Regulatory Framework —RCA and not FERC
Jurisdiction

*FERC has said no jurisdiction over an Alaska LNG export project
that does not ship interstate. Yukon Pacific Corporation, 39 F.E.R.C.
61,216 (1987) (see Exhibit 8)

*AGDC is also a political subdivision of the State, and thus not
subject to FERC jurisdiction under the Natural Gas Act. Tennessee

Gas Pipeline Co., 69 F.E.R.C. 61,239 (1994); Somerset Gas Serv., 59
F.E.R.C. 1(61,012 (1992)

«Since RCA and not FERC will regulate this pipeline, it is critical the
RCA be empowered to exercise maximum regulatory oversight



H.B. 4 Problems —Circumvents EXxisting

Regulatory Framework —Common Carriage
In-State

»AS 38.35.120 - Off slope gas pipeline

e Common carrier for in-state volumes
e Either Contract or common carrier for volumes to LNG terminal

» Common carrier pipelines ideal
* Ensures late entry
* Financed all the time (e.g., TAPS)

» Contract carrier status helpful to financing
« Contract for export volumes already a compromise
» In-state demand less than 10% of likely capacity

e Minimum level of common carriage for in-state volumes will not
substantially impact financing



AGDC Problems —Circumvents EXxisting
Regulatory Framework —Rolled In Rates

Expansion by rolled-in or incremental rates

* “incremental pricing puts all of the costs associated with an expansion on the
parties who caused the expansion . .. [while] rolled-in pricing spreads the costs
of the expansion over all customers —existing and new” (see Exhibit 9 at 1)

*FERC Order 2005 123 (see Exhibit 7)

* “We conclude that there should be arebuttable presumption in favor of rolled-in
pricing for project expansions. Our existing lower-48 states policy favoring
incremental rates for expansions does not apply in the case of an Alaska natural
gas transportation project. There is likely to be only one Alaska pipeline, so there
will be little or no opportunity for competition between pipelines. Incremental
pricing of expansion could put expansion shippers at a significant rate
disadvantage compared with initial shippers, and accordingly could discourage
exploration, development and production of Alaska natural gas.”

*Rolled-in rates an AGIA “must have” (see Exhibit 10) @



AGDC Problems —Circumvents EXxisting
Regulatory Framework —Rolled In Rates

esEXxpansion occurs in two ways (see Exhibit 9 at 3)

« Low cost compression, which reduces rates

 High cost looping, which increases rates
e H.B. 4 states rolled-in rates available if maximum rate

under negotiated agreements not exceeded

 Initial shipper (under negotiated terms) gets rate benefit of
compression, but does not pay for looping?



H.B. 4 Problems —Circumvents Existin'
Regulatory Framework —“Just and
Reasonable” Rates

mm — m

eUnder State royalty and tax netback regime producers have immense
Incentive to maximize tariffs to minimize government take
e 1977 BP Memo explains producer “highest possible tariff” strategy (see Exhibit 11)

*History demonstrates State negotiations are no substitute for just and
reasonable rates
e 1985 TAPS Settlement Agreement resulted in $13.5 billion (1997 dollars) in tariff
overcharges. 2007-2009 Gleason Decision at 76
eIndependents frozen out:
*Tariffs above “just and reasonable” rates have resulted in independents leaving the Slope

*“It broke my heart to trade Milne Point, but we had to do it. All the values of that
property was taken away from us in the pipeline tariffs. It was a valuable strategic
lesson[.]”Archie Dunham, CEO Conoco (August 1996) (see Exhibit 12)



H.B. 4 Problems - Circumvents Existin'
Regulatory Framework —Just and

Reasonable” Rates

*AS 42.06.370(a): “All rates demanded or received by a
pipeline carrier .. .shall be just and reasonable.”

*“Just and reasonable” standard means FERC and RCA set
under cost of service methodology

« FERC allows negotiated rates on gas pipelines so long as
customers electing the recourse rate will be no worse off
as a result of the use of negotiated rates

* Negotiated rates subject to FERC review



Pre-Subscription Agreements

H.B. 4 Rules

Confidential and filed under seal

Individually negotiated

Precedent agreement capacity not
reduced to accommodate open
season volumes

Deemed “just and reasonable” unless
unlawful/unfair dealing; affiliated
owner/shippers okay if similar to
one with unaffiliated party

FERC Alaska Rules

All public within 10 days

All shippers can chose terms of
any precedent agreement

Precedent agreement capacity
reduced pro rata if open season
volumes not accommodated

Late bid provision allows shippers
to obtain capacity after the
expiration of the open season

Subject to FERC negotiated rate
review



H.B. 4 Problems —Project Scope —Pipe Size
Not Critical Cost Driver

Example —see Exhibit 13 —Alyeska 2013 cost study reported direct costs of replacing TAPS (plus
owner, management and engineering costs) less marine terminal(*) at

e 30”pipe with 440,000 bbl/d capacity (1) ~ $8.9 billion
e 48”pipe with 750,000 bbl/d capacity (+) ~ $9.7 billion

eShared cost estimating team
* TAPS RCN: Stantec, Michels, Micheal Baker, Price Gregory, Alyeska

« AGDC: “Michael Baker Jr., Inc. (Baker), Price-Gregory International, Inc., Ward Whitmore &
Associates, Larkspur Associates, and DoyonEmerald.” (7/15/10 AGDC Project Update at 12)

eConclusion: Cost of large diameter pipe likely not critical cost driver

(*)TGDC reports direct costs plus owner, management and engineering costs at ~ $7.7 billion
(1) 650,000 with drag reducing agent
(+) 1,000,000 with drag reducing agent



H.B. 4 Problems —Project Scope —Cost of
Expandable Capacity Relatively Small

*Gas conditioning, compression and liquefaction facilities
can be added after initial construction

But if thin walled, small volume pipe State trapped
e Minimum 10 years from project start to expand pipe
e Cost of large thick walled pipe 10-20% more???

« Not defined given public cost estimate not transparent



H.B. 4 Problems —Project Scope

m m u

sExport Site Not Identified

« Economies of scale require export

 No proposal as to export location

*Proposal isVolume/Product Constrained

 NGLs are feed stock for value added economy
« AGDC proposes max 1.6 bcf/d and no NGLs
 Market demand currently at 5.5 bcf/d with NGLs

Cost ofVolume/Product Expandability Relatively Small



H.B. 4 Problems —If it Becomes the Large

Project, Alaska Loses

Be wary that the State will negotiate bad agreements, or project
transferred to producers without regulatory checks and balances

Sec. 32.25.030(e): Four board members make major decisions

If AGDC proposal becomes the “big line,” it will be without
regulatory safeguards

No FERC jurisdiction

RCA disempowered

No in-state common carriage

No rolled-in rates

Negotiated rather than just and reasonable rates

oFor all project concepts

Mandate RCA regulatory structure supplemented with FERC open season rules

Reserve to the Legislature final approval before project transferred or shipping
agreements finalized
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DISCLAIMER

This document was prepared as an account of work sponsored by an agency of the State of
Alaska. Neither the State of Alaska nor any agency thereof, nor any of their employees, agents, or
contractors, makes any warranty, express or implied, or assumes any legal liability or
responsibility for the accuracy, completeness, or usefulness of any information, apparatus,
product, or process disclosed, or represents that its use would not infringe privately owned rights,
that any pipeline will be constructed, or that any expenditure will be made. Reference herein to
any specific commercial product, process, or service by trade name, trademark, manufacturer, or
otherwise does not necessarily constitute or imply its endorsement, recommendation, or favoring
by the State of Alaska or any agency thereof. The views and opinions of authors expressed herein
do not necessarily state or reflect those of the State of Alaska or any agency thereof. Any action
taken or not taken by any person based on the information herein is at his own risk and
responsibility, and no liability shall arise against the State of Alaska or any agency thereof or any
of their employees, agents, or contractors as a consequence.

© 2013 Alaska Gasline Development Corporation. All rights reserved.

Alaska Gasline Development Corporation
3301 C Street, Suite 100

Anchorage, AK 99503

www.agdc.us

907-330-6300


http://www.agdc.us
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1. INTRODUCTION AND SUMMARY

House Bill 369, passed by the 26th Alaska Legislature in April 2010, tasked the Alaska Housing
Finance Corporation (AHFC) with developing a project plan to deliver North Slope natural gas
via an in-state gas pipeline to Fairbanks, the Southcentral region, and other communities
wherever practicable, AHFC established the Alaska Gasline Development Corporation (AGDC)
as a subsidiary corporation to pursue the project. AGDC used previous work by the Alaska
Department of Natural Resources authorized under House Bill 113 and completed in July 2010.
The mandated project plan for the Alaska Stand Alone Pipeline/ASAP Project was delivered to
the Legislature on July 1,2011.1

This ASAP Project Plan update is a 2012 year-end update to the July 1, 2011 Project Plan and
provides AGDC’s findings and recommendations for design, financing, construction, and
operation of the ASAP Project. AGDC has optimized the Base Case used inthe 2011 Project Plan
and is now planning a 737-mile-long, 36-inch-diameter lean gas pipeline. AGDC had originally
proposed a 24-inch enriched gas pipeline.

Over the last 18 months, AGDC continued work on the project, but limited funding kept AGDC
from implementing many of the actions in the July 2011 Project Plan. The plan called for
approximately $240 million in state funding for its execution. The plan also assumed that the
funding would be available in mid-2011 so that open season could be completed by the end of
2013, allowing for delivery of first gas in 2018 and first firm gas transmission in 2019. However,
lack of funds made it impossible to achieve these objectives - and created a delay of at least one
year (assuming that adequate funding becomes available by mid-2013).

The July 2011 Project Plan also made a number of recommendations that could not be
implemented without further action by the Alaska State Legislature. These included the
following:

« Decide on public versus private ownership of the ASAP Project.

« Exempt AGDC from the Public Records Act (to allow AGDC to enter into confidentiality
agreements).

¢ Limit the judicial review of a right-of-way (ROW) lease or the development or
construction of a natural gas pipeline on state land.

» Allow AGDC to function as a contract carrier instead of a common carrier.

« Empower AGDC with ratemaking authority over its projects.

'Alaska Stand Alone Gas Pipeline/ASAP Project, Project Plan, July 1, 2011, Alaska Gasline Development
Corporation, Anchorage, Alaska.
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e Stabilize property taxes - fix the methodology and assessed mill rates for the first 20
years ofthe project.
e Waive rental payments for the ASAP Project ROW on state land.

During the 2012 legislative session, House Bill 9 addressing these recommendations passed the
House but was not acted on by the Senate. Without timely action on these key issues, AGDC
remains unable to enter into commercial negotiations with potential shippers of natural gas.
Without the ability to determine the requirements ofthe market, as well as the lack of funding for
design and engineering, AGDC is also unable to undertake the FEL-2 engineering work required
to support a successful open season. As a result, completion of open season has been delayed by
at least one year (until late 2014 or early 2015). In addition, due to the lack of a decision on the
ownership of the project, AGDC cannot move forward with the procurement of a
builder/owner/operator. Instead, AGDC will be initiating the procurement of a Program Manager
in early 2013. The Program Manager will furnish AGDC with additional management staff
support as well as providing policies and procedures for many of the functional areas within
AGDC.

Additional work and analysis conducted by AGDC during late 2011 and 2012 revealed a number
of constraints associated with the plan’s original commercial Base Case, which was identified in
the 2011 Project Plan as Option 8 - 500 MMscfd (million standard cubic feet per day) capacity
carrying conditioned natural gas and an enriched stream of natural gas liquids (NGLs). As a
result, AGDC has determined that multiple optimizations are gained by shifting to a lean gas Base
Case (identified in the 2011 Project Plan as Option 7 - 500 MMscfd capacity carrying utility-
grade natural gas).

The optimized Base Case is predicated upon a 36-inch-diameter lean gas pipeline with a
maximum allowable operating pressure of 1,480 pound per square inch (psi) - versus 24-inch-
diameter and 2,500 psi under Option 8. This change eliminates most of the processing facilities
required under Option 8 and uses an industry-standard pipe diameter with lower operating
pressure. The change helps reduce project risk and cost, maximizes access to gas for Alaskans,
and lowers the cost of the estimated gas tariff to Fairbanks.

During late 2011 and 2012, important worked continued on AGDC efforts to obtain a right-of-
way grant for the 100 miles of federal lands crossed by the pipeline route. In July 2011, the
Alaska Department of Natural Resources issued a state lease for the 604 miles of state land for
the mainline route and Fairbanks Lateral. Issuance of the federal right-of-way grant - and several
other major federal permits - is based on a federal environmental impact statement (EIS) process
that began at the end of 2009. In 2012, AGDC worked to progress the EIS, and the U.S. Army
Corps of Engineers published the final EIS (FEIS) in the Federal Register on October 26, 2012.
The public comment period on the FEIS closed November 26, 2012. The Bureau of Land
Management (BLM) ROW grant and record of decision (ROD) for the ASAP Project grant are
pending.
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The Base Case change will require that the ASAP FEIS and ROD be amended. However, since
the ASAP route remains static and the optimized Base Case eliminates most of the required
facilities (straddle plant, NGL extraction plant, fractionation facility, and compressor stations),
there should be minimal impact on the overall project schedule. It is also expected that the change
will help streamline project permitting because fewer facilities are required, the project footprint
is smaller, and fewer carbon emissions will occur.

11 RECOMMENDED LEGISLATIVE ACTIONS

Legislation addressing the recommendations below is necessary to advance the project (note that
these recommendations have been revised since the July 2011 Project Plan):

e Decide on ownership model: AGDC recommends that AGDC be granted the power to
determine the form of ownership for the ASAP Project.

e Provide confidentiality for AGDC negotiations: AGDC recommends that AGDC be
exempted from the Public Records Act to allow AGDC to enter into confidentiality
agreements so that negotiations can be held with producers, shippers, and buyers.

e Address the issue ofcontract vs. common carrier: Shippers will be reluctant to bid firm
transportation as long as AGDC is required to operate as a common carrier for intrastate
transport of gas. A common carrier operation by definition will not have 100% capacity
covered through firm transportation agreements. AGDC has virtually no chance of
attracting adequate shipping commitments or financing as a common carrier.

e Empower AGDC with ratemaking authority over its projects: For AGDC projects,
AGDC needs to have the ability to set the ratemaking methodology and settle tariff
disputes for intrastate gas shipments (including Gas Conditioning Facility tariffs) over the
life of the initial firm transportation commitments or during the period of AGDC
financing, whichever is longer.

e Stabilize property taxes: AGDC recommends that the State of Alaska fix the
methodology and assessed mill rates for the first 30 years of the ASAP Project.

» Request waiver ofrental on state land: The Alaska Legislature should consider whether
to pass a law waiving rental from AGDC for rights-of-way on state land or state agency
land unless and until the ASAP Project is transferred to a builder/owner/operator. Such
legislation would preclude the Legislature from having to appropriate money to AGDC
that is then transferred to another state entity.

e Provide funding: AGDC requires the funding proposed in this project plan to progress
the project.

Sections 1.2 and 1.3 below contain summaries of the findings and recommendations from the July
2011 Project Plan compared with the findings and recommendations at year-end 2012,
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1.2 STATUS OF AGDC FINDINGS

JULY 2011 FINDINGS

Using a reasonable set of economic assumptions, the
project is likely to be commercially feasible with an un-
inflated consumer cost in Anchorage of about $9.63 per
million Btu (MMBtu)2. This cost is less than the next most
practical alternative, imported liquefied natural gas (LNG),
which would cost about $16 to $21/MMBtu (about $14 to
$19/MMBtu plus local distribution charges of $2/MMBtu).
The current cost of gas to Anchorage consumers is
$8.85/MMBtu.3

The un-inflated estimate of the cost of gas to Fairbanks
consumers using the same set of reasonable
assumptions as for Anchorage is $10.45/MMBtu. The
current published natural gas cost for Fairbanks is
$23.35/MMBtu.

No other single project alternative is likely to address the
same Cook Inlet energy-supply shortfall in a comparable
timeframe; gas storage and hydroelectric projects are
complementary to ASAP.

The project, as described inthe 2011 Project Plan, will
cost $7.52 billion (in 2011 dollars) with an uncertainty
range of +30%.

A public ownership model, because of the lower cost of
debt and the zero equity requirement, provides the lowest
tariff; however, this ownership model requires enabling
legislation in the near term.

There are builder/owner/operators prepared to assume
execution of the project after a successful open season is
concluded if the private ownership model is selected and
the State of Alaska funds project development. (An open
season, which is a solicitation of firm commitments from
gas shippers to use the pipeline, is successful if it results
in transport agreements that fill the pipeline).

An LNG industrial anchor tenant that enables a maximum
throughput capacity of 500 million standard cubic feet per
day (MMscfd) provides one of the lowest tariffs and
appears to be commercially feasible. (An anchor tenant is
an industrial user that signs pipeline transport agreements
or pipeline off-take agreements to use large quantities of
gas.)

The principal business risks of the ASAP Project are a
failed open season, increased construction costs, and
project delay caused by regulatory or environmental
permitting.

Only the Parks Highway route as described, with a spur
line to Fairbanks, meets the requirements of House Bill
369 and routing criteria for the environmental impact
statement process.

ASAP Project Plan Update: Year-End 2012

DECEMBER 2012 STATUS

Using the new AGDC tariff model, the optimized lean gas
case was analyzed. The estimated tariff per MMBtu to Big
Lake is in the $5.00 to $7.25 range (2012$ without
inflation). Assuming a gas supply cost of $2/MMBtu and a
local distribution charge of $2/MMBtu, the uninflated
consumer cost in Anchorage would be $9.00 to $11.25
per MMBtu (2012$) at the burner tip.

Using the new AGDC tariff model, the optimized lean gas
case was analyzed. The estimated tariff to Fairbanks is in
the $4.25 to $6.00 range (2012$ dollars without inflation).
Assuming a gas supply cost of $2/MMBtu and a local
distribution charge of $2/MMBtu, the uninflated consumer
cost in Fairbanks would be $8.25 to $10.00 per MMBtu
(2012%) at the burner tip.

The status is unchanged.

The project will cost $7.7 billion (2012$) with an
uncertainty range of +30%. Inflation would add
approximately $200 million for each year the project is
delayed.

Legislation granting AGDC the decision on ownership has
not passed.

Legislation granting AGDC the decision on ownership has
not passed. As a result, AGDC is unable to pursue a
builder/owner/operator or a builder/operator.

An industrial anchor tenant(s) is still necessary, but AGDC
has been unable to negotiate commercial terms with a
potential industrial anchor tenant(s) because AGDC lacks
the confidentiality assurances necessary to enable such
negotiations.

These continue to be the principal business risks.

The Parks Highway route is the proposed route and was
the subject of the FEIS.

2The Anchorage Bowl consumer cost of $9.63/MMBtu assumes a $2/MMBtu netback (cost of gas at North
Slope) and a $2/MMBtu local distribution company (LDC) and local pipeline cost.

3 Source:
ENSTAR Charge.”
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ASAP

1.2 STATUS OF AGDC FINDINGS

JULY 2011 FINDINGS

Completion of the pipeline by 2015 as required by House
Bill 369 is neither necessary because of the forecast Cook
Inlet gas supply recently released by AGDC/DNR nor
achievable in light of current design/permitting
requirements to successfully execute an open season

and procure financing.

The U.S. Department of Transportation Pipeline and
Hazardous Materials Safety Administration (PHMSA)
intends to require a special permit for ASAP based on its
design and operating environment. This could add
significant costs and schedule implications to the ASAP
Project.

The State ROW Lease obtained by AGDC is the first non-
conditional pipeline ROW granted by the State for the
purpose of transporting natural gas from the North Slope
to market, and will likely be perceived as a significant
milestone and increase project interest and confidence
among potential shippers and developers.

1.3

JULY 2011 RECOMMENDATIONS

The ASAP Project schedule should be adjusted for
delivery of first gas in 2018 and first firm transmission in
2019.

The State of Alaska should appropriate $210 million4to
complete the next phase of project design development,
recognizing that approximately $130 million more will be
required either through capital funding or financing to
complete the design before project approval (sanction).

The Legislature, as soon as possible, should consider the
recommended legislation including whether to enable the
public ownership model. Non-action is de facto approval
ofthe private ownership model.

AGDC should procure a builder/owner/operator in the
case of private ownership or a builder/operator in the case
of public ownership as soon as practical.

AGDC should execute the commercial, finance,
engineering, and permitting plans as detailed in this
project plan.

The route selected in this project plan should be adopted
as the final route and that no more study or analysis of
route selection be undertaken or supported by AGDC or
any other state agency as specified in House Bill 215 in
the 27thAlaska Legislature.

ASAP Project Plan Update: Year-End 2012

DECEMBER 2012 STATUS

A 2015 completion date is unachievable. Completion in
2019, as proposed in the 2011 Project Plan, is also in
jeopardy because of lack of enabling legislation and
timely state funding for the project. A delay of at least one
year has resulted.

AGDC continues to work closely with PHMSA to define
the special permit requirements and answer their
guestions about the project. A PHMSA special permit may
be required.

The federal ROW grant and ROD from BLM are pending,
and AGDC will also continue work to acquire private
ROWSs. The acquisition of state and federal ROWs for the
project will be a significant achievement that will increase
project interest and confidence among potential shippers
and developers.

STATUS OF AGDC RECOMMENDATIONS

DECEMBER 2012 STATUS

Without funding from the Legislature or decisions on key
AGDC recommendations, the proposed schedule will slip
at least one year. The schedule proposed in July 2011
was based on the immediate start of FEL 2. This target is
no longer achievable.

These funds have not been appropriated, and as a result,
AGDC has not been able to pursue the detailed
engineering required to refine project cost estimates and
hold an open season.

Legislation granting AGDC the decision on ownership has
not passed. AGDC is unable to pursue the private
ownership model because of lack of confidentiality
assurances.

Legislation granting AGDC the decision on ownership has
not passed. As a result, AGDC is unable to pursue a
builder/owner/operator or a builder/operator.

AGDC is executing plans as aggressively as funding
permits.

The route contained in the 2011 Project Plan is the same
route used for the State Right-of-Way Lease, the ASAP
Final EIS, and the BLM federal ROW Grant application.

4 Assumed approval of $29 million appropriation by 27th Alaska Legislature.
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2. PROJECT UPDATE

21 PROPOSED PROJECT APPROACH: THE STAGE-GATED PROCESS

The July 2011 ASAP Project Plan is based on the “stage-gated approach”. Stage-gated project
delivery emphasizes what is called “front-end loading” or “FEL”, whereby the definition of a
project progresses through three distinct phases, with decision points (“stage gates™) to proceed or
not to proceed following each phase. As the project passes through FEL 1, FEL 2, and FEL 3, the
uncertainties of the cost and schedule are progressively reduced. The FEL phases are followed by
Execution and then Operation. AGDC is still employing the stage-gated approach as described in
Section 2.1 ofthe July 2011 Project Plan.

On July 1, 2011, AGDC recommended proceeding to FEL 2, and since the requested funding for
that work has not been obtained, the project is delayed. The delay from the July 2011 Project Plan
is shown as one year in Figure 2-1, which presents an updated version of the front-end loading
phases for the ASAP Project. Note, however, that the schedule could slip further. The funding
requests have not changed, only the time required to complete the phases.

2.2 THE PROPOSED PROJECT
221 Selection of the Optimized Base Case for the Proposed Project

When AGDC took over the project in July 2010, a total of 16 cases had been selected for study
based on varying pipeline capacities and products5 (see Section 3.1.1 of the July 2011 Project
Plan for a detailed discussion of the cases). These cases involved flow capacities from 250 to
1,000 MMscfd and products including conditioned, unconditioned, and utility-grade gas with or
without natural gas liquids (NGLs). AGDC eliminated the cases over 500 MMscfd to conform to
the terms of the Alaska Gasline Inducement Act (AGIA), which limits other projects receiving
state support to 500 MMscfd. The cases involving processing North Slope gas at Cook Inlet were
eliminated because of the higher resulting tariffs, the inefficiency associated with carrying over
10% carbon dioxide in the pipeline, and the issues associated with levels of water vapor and
hydrogen sulfide not conducive to safe and low-cost operation of a pipeline.

In the July 2011 Project Plan, the Base Case was a 500 MMscfd pipeline carrying conditioned
natural gas and an enriched stream of NGLs. This Base Case was used for commercial, financial,
engineering, and environmental/regulatory work done by AGDC to develop the July 2011 Project
Plan.

5Alaska Stand Alone Pipeline Project Update and FY 2010 Deliverables, submitted to AGDC on July 15,
2010 by the Alaska In-State Gasline Coordinator.
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Figure 2-1. Front-End Loading Financial Requirements
for the ASAP Project
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Additional work and analysis conducted by AGDC during late 2011 and 2012 revealed a number
of constraints associated with the plan’s original commercial Base Case, which was identified in
the 2011 Project Plan as Option 8. AGDC has determined that multiple optimizations are gained
by shifting to a lean gas Base Case (identified in the 2011 Project Plan as Option 7 - 500 MMscfd
capacity carrying utility-grade natural gas).

The optimized Base Case is predicated upon a 36-inch-diameter lean gas pipeline with a
maximum allowable operating pressure of 1,480 pounds per square inch (psi) - versus 24-inch-
diameter and 2,500 psi under Option 8. This change eliminates most of the processing facilities
required under Option 8 and uses an industry-standard pipe diameter with lower operating
pressure. The change helps reduce project risk and cost, maximizes access to gas for Alaskans,
and lowers the cost of the estimated gas tariffto Fairbanks.

The optimized Base Case was selected because, as required under House Bill 369, it delivers
natural gas at the lowest cost to consumers. Other advantages include the following:

« Maximizes gas access for Alaskans - more access points to pipeline;

« Is astandalone system, not dependent upon any downstream facilities;

e Uses industry-standard pipe and equipment;

« Increases system reliability and safety;

« Lowers construction risk;

e Lowers costs for processing facilities and for operation and maintenance (O&M);

« Has a smaller footprint, which means fewer permits and less carbon impacts;

e Still allows sufficient supply for in-state propane use; and

e Provides for a lower tariff to Fairbanks while the Big Lake tariff remains essentially
unchanged.

The pipeline route and facilities included in the Base Case are discussed below.
2.2.2 Proposed Project Facilities
The optimized Base Case differs from the Base Case in the 2011 Project Plan as follows:

e The product carried will be utility-grade (lean) natural gas rather than enriched natural
gas with NGLs. The natural gas would be received from the Prudhoe Bay Central Gas
Facility and would be conditioned at the ASAP Gas Conditioning Facility (GCF) at
Prudhoe Bay to remove such contaminants as carbon dioxide (COz), water vapor, and
hydrogen sulfide (H2).

e The mainline pipe will be 36 inches in diameter and will operate at a maximum pressure
of 1,480 psi, rather than 24 inches in diameter and operating at 2,500 psi (the higher
pressure was required because ofthe NGLs).

» The following facilities are no longer needed:

0 Standalone compressor stations (the optimized project requires no intermediate
compressor stations; sufficient compression is provided at the GCF),
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0 The Straddle and Off-Take Facility to remove NGLs for the Fairbanks Lateral,
and
0 The Cook Inlet NGL Extraction Facility.

Table 2-1 provides a description of project facilities under the optimized Base Case. An updated

map of the proposed ASAP system is shown in Figure 2-2, and the system is depicted
schematically in Figure 2-3.

Table 2-1. Summary of Proposed ASAP Project Facilities

FACILITY

Mainline Pipeline

Fairbanks Lateral

Gas Conditioning Facility

Custody-Transfer
Gas-Metering Stations

Other Permanent
Facilities

Material and Water
Sources

Construction Support
Facilities

.

DESCRIPTION

Prudhoe Bay to milepost (MP) 39 of the Beluga Pipeline near Big Lake
(ENSTAR Beluga Distribution System).

737 miles long.

36-inch-diameter.

1,480 psi maximum operating pressure.

35 miles long.

12-inch-diameter.

1,400 psi maximum operating pressure.

Tie-in with mainline at MP 458.

A 70-acre facility at Prudhoe Bay to provide conditioning necessary to

remove carbon dioxide, hydrogen sulfide, and other impurities from the
source gas stream.

Natural gas will be obtained from the existing Central Gas Facility located
approximately 1,000 feet north of the planned Gas Conditioning Facility.
Compression will be provided.

At Dunbar and at Big Lake terminus.

At any other offtake points for facilities along the route.

Mainline block valves at a maximum of every 20 miles, with two valves
required along the Fairbanks Lateral.

A pig launcher will be located at the Gas Conditioning Facility. Pig
launcher/receiver assemblies will be located at the tie-in for the Fairbanks
Lateral, and a pig receiver will be located at the pipeline terminus. A pig
launcher will be located at the tie-in for the Fairbanks Lateral and a
receiver at the end of the Fairbanks alignment.

Operation and maintenance facilities will be located in Prudhoe Bay,
Fairbanks, and Wasilla.

Material sites (gravel pits) will be distributed along the route minimizing
hauling distances. Existing material sites will be used whenever possible.
Water for construction needs will be collected from permitted surface
water sources such as lakes and streams.

Project offices, personnel housing and support, and logistics support
sites.

Port facilities.

Access roads.

Construction workpads (gravel, ice or snow, and grade).

Laydown yards and storage facilities.

Airports and airstrips.
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Figure 2-2. ASAP Route Map and Major Facilities
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Figure 2-3. Flow Schematic of ASAP Facilities
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2.3 PROJECT DELIVERY
231 Project Team

As the ASAP Project progresses in the FEL 2 stage and beyond, AGDC will continue to develop
an integrated project team comprised of people with a wide range of capabilities who can perform
key oversight functional roles in the organization. Project skill sets that will be required to move
the project forward include business, process design, pipeline design, operations, maintenance,
project controls, construction management, commercial, procurement and contracting, quality
assurance, health and safety, and permitting. Figure 2-4 illustrates the early stages of the FEL 2
organization as currently envisioned by AGDC.

AGDC, as the owner organization, does not have sufficient resources to staff all the project
management positions to conduct a mega-project development. Therefore, as the project moves
forward, AGDC will be pursuing a contract with a program management company to fill the
function of program manager. Program management companies are often used during the
engineering and construction stages by owners of mega-projects, whether governments or
corporations, when faced with undertaking the management of projects where the owner
organization does not have the full range of skill sets necessary for successful development.
During the first half of 2013, AGDC will be going through the procurement process to select a
company to be the program manager for this project during the capital development stage.
Selection of a program manager will be dependent upon a number of factors including a proven
record as a major provider of program management services to mega-projects along with the in-
house expertise to manage the major pipeline/facilities engineering and construction contractors.

2.3.2 FEL 2 Stage Activities and Deliverables

FEL 2 activities focus on the open season, including preparing all the necessary information
needed for conducting the open season, holding the open-season solicitation, and finalizing the
open-season agreements/commitments. This step will eliminate alternatives and provide the
business model to move the project forward towards FEL 3.

Based on the open-season agreements, adjustments will be made to the design basis and then
integrated into the engineering design, cost estimates, and schedules for the AACE Class 3 level
estimates. (AACE is the Association for the Advancement of Cost Engineering. The lower the
class number, the higher the confidence in the accuracy of the estimate.) The estimates will
provide the basis for evaluating the overall status ofthe project to determine if the project is ready
to move to the next project funding and development stage - FEL 3.

The deliverables for each of the FEL 2 activities represent the progression of project definition,
narrowing of the scope, and the development/refinement of the work products. The key for FEL 2
is tightening the project definition, locking down the scope, and increasing the project level of
maturity in line with the commercial agreements made during the FEL 2 phase.
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2.3.3 ASAP Project Schedule

The project execution schedule spans several years. Figure 2-5 provides a high-level schedule of
milestones commencing with FEL 2 and progressing through project startup. This schedule
reflects a delay of at least one year from the schedule presented in the July 2011 Project Plan.
Any effort to shorten the project schedule and rush the execution poses a significant risk to
project success. Not thoroughly completing the project definition work before starting detailed
engineering often results in significantly longer project schedules and much higher costs.

2.3.4 Contracting and Procurement Strategies

Several primary groups will need to be brought onto the project during FEL 2 - pipeline and
facilities engineering, environmental, and numerous minor contracts. Personnel with O&M
expertise and experience will be brought in as consultants to provide input to the design. AGDC
will develop the project requirements and deliverables for each contract along with the
commercial requirements. Potential contractors will be solicited for level of interest. Before
sending out a request for proposals (RFP), AGDC will prepare a selection evaluation process of
technical and commercial issues for use in making the final selection.

The project is expected to generate thousands of jobs as it progresses through design,
construction, and operations. AGDC is committed to maximizing local hire. All contracts and
agreements will include language requiring each contractor to support our commitment to local
hire.

During FEL 2, the level of procurement will be relatively minor. There will be some discussions
with potential suppliers of major engineered equipment and construction services, but these
discussions will be to support development of engineering data and cost estimates. No
commitments for major equipment will be solicited until later project phases.
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3. SUMMARY OF ACTIVITIES
JULY 1, 2011 - DECEMBER 31, 2012

This section contains summaries of work performed in the last 18 months by the following
AGDC teams:

» Commercial

e Financial

* Engineering

¢ Environmental, Regulatory, and Lands

» Public Affairs/ Stakeholder Engagement

31 COMMERCIAL

The shift in the project Base Case (Option 8 to Option 7), combined with new work done over the
last 18 months on the tariff model and the preparation of tariff-related agreements (i.e., precedent
agreement and firm transportation service agreement), necessitate that portions of Section 3 in the
July 2011 Project Plan now be revised and supplemented. In particular, all references to NGLs in
the original project plan (i.e., NGL facilities, trading centers, value-added, etc.) have been
eliminated.

311 Capital Costs of the Project

The optimized ASAP Base Case is estimated to cost $7.7 billion (in 2012$). This estimate
includes capital for engineering, pipeline owner costs, the 12-inch Fairbanks Lateral, Gas
Conditioning Facility (GCF), other North Slope infrastructure, and initial rolling stock for
emergency response. The optimized Base Case cost estimate also includes an inflation adjustment
(2.5%, which adds about $200 million for every year the project is delayed), interest on financing
and return on equity (ROE) during construction, and financing fees. It does not include the State
of Alaska contributions: the initial linefill value , the project development costs (~$400 million),
and ad valorem taxes during construction.

The July 2011 Base Case involved building a new North Slope facility to take gas from the
Prudhoe Bay Central Gas Facility, dehydrating the gas, and removing the carbon dioxide and
hydrogen sulfide. The conditioned gas was compressed and chilled, and then enriched with NGLs
(which were primarily propane and some heavy components) and shipped in a high-pressure
pipeline. The new, optimized Base Case is similar except that it eliminates the enriching step.
This modification permits removal of a significant number of facilities (de-ethanizer, NGL

6i.e., the cost of the 5.2 billion standard cubic feet of gas required to initially fill the pipeline.
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pumps, straddle plant, NGL extraction facility) and allows for further optimization of the pipeline
diameter and operating pressure, thus eliminating additional facilities such as compressor
stations.

The optimized Base Case was recognized in the July 2011 Project Plan and was one of the three
commercial cases considered, but it was eliminated because at that time, the NGL enriched case
appeared to offer the lowest cost to consumers.

Table 3-1. Summary Capital Costs for ASAP Optimized Base Case (2012$)

CAPITAL COST

FACILITY (2012% BILLION)
Gas Conditioning Facility (GCF) $2.8
Pipeline: GCF to Dunbar 3.03
Dunbar Off-Take and Fairbanks Lateral 0.07
Pipeline: Dunbar to Big Lake Interconnect 18
Total Estimated ASAP Capital $7.7 billion

3.1.2 Tariff Estimates

Since July 2011, AGDC has built a proprietary in-house tariff model with the assistance of the
firm of Concentric Energy Advisors. This model, which has been tested and benchmarked against
the July 2011 Project Plan tariffs, is capable of integrating all project variables and was used to
model the tariff structure for the optimized Base Case.

Some of the tariff-related assumptions included in the original project plan (Section 3.1.3) have
also been updated, as follows:

e The tariff will be levelized over 30 years.

e Facilities and pipeline will be depreciated over the initial 30-year contract term.

» Debt-to-equity ratio will be 75/25%.

* Return on equity (ROE) will be 11%.

» The total capital investment in the project will be $7.7billion (20123%).

e Capital and operating costs will escalate at 2.5% from 2012.

e ASAP will have an operating efficiency of 98% of design capacity on an annual average
basis.

e The State of Alaska will contribute $400 million to project development costs (which is
not reflected in the tariff). This is a tariff modeling assumption, and the actual amount
may be higher or lower, depending upon the results of open season.

Using today’s uninflated dollars (2012$), the tariffto Fairbanks would be $4.25 to $6.00/MMBtu,
while the tariff to Big Lake would be $5.00 to $7.25/MMBtu. These tariff estimates represent the
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cost of delivering gas on a dollar-per-MMBtu basis to the Fairbanks city gate and the Big Lake
meters, excluding any costs associated with local distribution companies (LDCs) or North Slope
gas purchase. Table 3-2 presents levelized tariffs without any cost escalation from 2012 dollars.
In Table 3-3, the optimized Base Case tariffs are presented as levelized nominal tariffs (taking
into account assumed inflation of costs over time). The Base Case has been optimized for
throughput and capital with NGLs being removed from the tariff estimate.

The tariff model is compartmentalized so that separate tariff estimates were prepared for:

e Gas Conditioning Facility (GCF),

e Pipeline: GCF to Dunbar,

e Pipeline: Dunbar to Big Lake, and

» Fairbanks Lateral (Dunbar Off-Take and Fairbanks Lateral Pipeline).

The reduction ofthe ROE assumption from 12% to 11% is primarily a reflection of lower returns
that regulators are approving for utilities in the Lower 48. Additionally, the rates of return for
bonds are currently at record lows and are projected to continue at these low levels for many
years.

Table 3-2. Estimated Tariff Build-Up to Base Case in Uninflated (2012$) Dollars

TARIFF BUILD-UP

FACILITY ($/MMBTU)

Gas Conditioning Facility (GCF) $1.75-$2.50
Pipeline: GCF to Dunbar $2.00 - $2.75
Pipeline: Dunbarto Big Lake Interconnect $1.25-$2.00
Total Tariff at Big Lake $5.00- $7.25

Dunbar Off-Take and Fairbanks Lateral $0.50 - $0.75
Total Tariff at Fairbanks City Gate $4.25 - $6.00

Table 3-3. Estimated Tariff Build-Up to Base Case in Inflated (Nominal) Dollars

TARIFF BUILD-UP

FACILITY ($/MMBTU)
Gas Conditioning Facility (GCF) $2.00 - $2.75
Pipeline: GCF to Dunbar $2.25 - $3.00
Pipeline: Dunbar to Big Lake Interconnect $1.50-$2.25
Total Tariff at Big Lake $5.75 - $8.00
Dunbar Off-Take and Fairbanks Lateral $0.50 - $0.75
Total Tariff at Fairbanks City Gate $4.75 - $6.50
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3.1.3 Tariff-Related Documents

In order to prepare for reengagement and future negotiations with prospective shippers, AGDC
has worked to prepare all the necessary draft documents including a draft precedent agreement
(PA) and a draft firm transportation service agreement (FTSA). These documents will be a
significant part of the negotiation process with potential shippers and for any executed pre-
subscription agreements for price and capacity before the open season occurs at the end of FEL 2.

The precedent agreement specifies the general quantity, quality, price, delivery points, and type
of service the shipper can request. It also specifies the requirements for determining the credit
worthiness of any potential shipper and may also specify conditions precedent (CP) which need to
be satisfied prior to service being provided.

3.1.4 Other Agreements

AGDC will need to draft, negotiate, and execute many other related commercial agreements
during FEL 2. These include the following:

e Standard connection agreements for the GCF, Fairbanks LDC, and utility connections;
e Facility sharing and shared service agreements with the Prudhoe Bay Unit (PBU);

e Shared services agreement with Alyeska Pipeline Service Company;

e Disposal agreement with PBU for carbon dioxide and hydrogen sulfide;

« Cogeneration agreements;

« Pipeline operating agreement; and

e General partnership agreement or LLC (if needed).

3.2 FINANCIAL

As described in Sections 2.5 and 4 of the July 2011 Project Plan, the financing of the ASAP
Project will be dependent upon the ultimate ownership structure. AGDC has recommended the
state ownership model; however, if a private ownership model is the preferred structure, the
financing function will be limited as the builder/owner/operator will obtain its own financing.

A decision on the ownership structure for the ASAP Project is required before any more work on
financing can occur.

3.3 ENGINEERING
3.3.1 Facilities Engineering

Facilities design will be a major portion of the overall ASAP Project design. AGDC has not had
adequate funding to date to start a detailed facilities design effort. Work to date has been minimal
and has focused on developing a preliminary cost estimate.
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Recent efforts have included studies and design to evaluate the feasibility, cost, and changes
necessary for the optimized lean gas Base Case. The largest change is the elimination of the
facilities that are not required for transmission of lean gas. For consistency, the same
methodologies and assumptions were used in the cost estimating for the optimized Base Case and
the previous enriched gas case.

The optimized Base Case design effort was initiated during spring 2012 with available funding
with the objective to achieve as much progress as possible and minimize the impact to the project
schedule. The plan is comprised of three parts:

» Solicitation of a contractor to do facilities design;

+ Team mobilization, kickoff, and conceptual engineering; and

* Proceeding with preliminary engineering to support open season as soon as adequate
funding is available.

Contractor solicitation proceeded in accordance with state guidelines and involved three distinct
steps:

* An industry search was conducted to identify contractors with the capabilities to do the
work;

¢ A request for qualifications (RFQ) was sent to qualified companies that have designed
large processing facilities in the Arctic to see if they have the experience, personnel, and
interest in doing facilities design for this project; and

e A request for proposals (RFP) was sent to the companies who successfully met the RFQ
process.

The proposals have been evaluated and a notice of intent has been sent to the contractor selected.
AGDC and the facilities engineering contractor will negotiate a contract and begin work in
January 2013. Technology selection and conceptual design will be the main focus for the first half
of the year. More detailed work will begin once sufficient funding is appropriated. The initial
objective will be to advance the design and a cost estimate adequate to support open season
efforts.

3.3.2 Pipeline Engineering

Lack of funding has prevented pipeline engineering from progressing significantly since the July
2011 Project Plan, which called for funding to proceed with FEL 2 engineering. Without that
funding, pipeline engineering activities have focused on the following five areas:

» Boreholes in Special Design Areas (SDAS).
» Geotechnical and hydrologic reconnaissance.
e Support of environmental, regulatory, and lands (ERL) activities.
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e Tasks in support of pipe integrity verification - specifically, frost-heave design
methodology and modeling to address issues raised by the U.S. Department of
Transportation Pipeline and Hazardous Materials Safety Administration (PHMSA).

e Support for commercial activities.

3.3.3 Boreholes in Special Design Areas

Starting in the summer 0f2011, geotechnical information has been obtained in the Special Design
Areas (SDASs) of the pipeline corridor. Additional geotechnical test holes were drilled at the
proposed horizontal directional drilling (HDD) of the Tanana River at Nenana and for the
potential HDD at the start of the Denali Park bypass route just north of the Nenana River at
Glitter Gulch. Both areas represent challenges in the design and construction of the pipeline and
therefore add uncertainty and risk to the overall project cost estimate.

At the Tanana River crossing at Nenana, four boreholes were drilled in October 2011 to
supplement the initial four boreholes drilled from the river ice in February 2011. HDD feasibility
is being evaluated as the current design concept because the existing highway and railroad
bridges cannot be used to support ASAP and a new pipe bridge does not fit well with other
Nenana development. Two geotechnical borings were drilled at the Looney Farm site in October
2011, and subsequently instrumented cables and data loggers were installed to record ground
temperatures. This site was chosen because it was the location of the ASAP4S Meteorological/Air
Contaminant Monitoring Station approximately 5 road miles north of Nenana. This station
provided high-quality weather data and presented the opportunity to measure the ground response
to well-known surface conditions. (The station has since been removed.)

A finite difference mathematical thermal model using the soil properties from the geotechnical
borings and Nenana airport climate data was developed. The ground temperatures, air
temperatures, and other meteorological data are actively monitored to correlate the ground
temperatures to actual observed weather conditions from the Met/Ambient Station. The thermal
model soil properties will be adjusted as necessary such that the computed thermal results match
the actual ground temperature profile recorded in the field. The refined soil properties and
thermal model will be used to evaluate the potential thermal impact of ASAP on the ground
surrounding the pipeline for prediction of frost heave.

The Denali National Park SDA is a 22-mile long segment of ASAP between MP 534 and
MP 555. A current design concept is to use HDD methods to construct a portion of this segment.
HDD feasibility is being evaluated to avoid visual impacts from pipeline trenching within the
viewshed of Denali National Park & Preserve. Ten boreholes were drilled between September 20
and September 30, 2011, using helicopter support. Supplemental boreholes are needed on the
revised alignment to confirm that conditions are consistent.

Exploration results also indicated that Lynx Creek may correspond with a fault identified by
Carver & Bemis in 2008. Fault crossing studies currently underway by the Alaska Division of
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Geological & Geophysical Surveys are needed to define the fault zone and seismic displacement
parameters for design of the transition from HDD to pipe-in-trench south of Lynx Creek.

3.3.4 Geotechnical and Hydrologic Reconnaissance

Geotechnical reconnaissance was performed for five sections of the ASAP pipeline alignment in
2011 and 2012:

* Nenana River crossing at Moody (ASAP_v5 MP 533.8 to 534.7)

«  Willow area to near the pipeline terminus (ASAP_v5 MP 712.5 to 734.3)

e Lynx Creek (MP 540.3) to end of Denali bypass at Parks Highway (MP 554.7)
¢ Yukon River crossing (ASAP_v5 MP 360.2 to 362.0)

¢ Minto Flats between Livengood and Dunbar (ASAP_v5 MP 405.1 to 457.7)

Geotechnical reconnaissance is typically performed in advance of a geotechnical boring program
to verify expected field conditions, plan routing, and determine access points and equipment
needed (truck-mounted, track-mounted, or helicopter-portable). A hydrologic reconnaissance was
also performed in order to gather physical data and observations to be used in support of the
project EIS, right-of-way applications, and constructability assessment. The hydrologic
reconnaissance also included the Fairbanks Lateral.

3.3.5 Engineering Support of Environmental, Regulatory, and Lands Activities

The Engineering team supported development of the final EIS and other Environmental,
Regulatory, and Lands (ERL) activities, including several rounds of requests for information,
including an analysis of alternatives for the Fairbanks Lateral, an extensive desktop analysis of
material sites, and various other project tasks based on agency comments.

3.3.6 Tasks in Support of Pipe Integrity Verification

This work involved verification of pipeline integrity for route hazards that may be encountered
during the pipeline’s operational life - especially those hazards related to pipeline operations in
the Arctic. For the Trans-Alaska Pipeline (TAPS), a hot crude oil pipeline, the particular hazard
of interest was thaw settlement caused by heat input to a frozen subsurface. Although there may
be some areas where the ASAP pipeline could run warm causing minor settlement concerns, the
main concern for the normally chilled gas pipeline is frost heave caused by heat extraction from
an unfrozen subsurface. For some soils, freezing the subsurface will cause migration of water to
the cold front, where the water freezes and causes an upward displacement of the chilled pipe.

PHMSA has expressed concern that the resulting increased displacement of the pipeline could
cause levels of stress in the pipeline beyond that normally encountered by operating gas pipelines.
Consequently, the agency is monitoring development of the project approach to this phenomenon.
AGDC has met with PHMSA several times to briefthe oversight team on project progress.
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The work has

developed into five study areas:

¢ Geothermai/Geotechnical Methodology

0

O O o o o

 Field
0

O O o

0

Identify required input for frost-heave design and analysis methodology.

Develop geotechnical design criteria.

Develop laboratory procedure for frost-heave testing.

Complete frost-heave testing for route soils.

Perform geothermal analysis for potential frost-heave prediction.

Provide geotechnical/geothermal values for use in pipe-soil structural modeling.
Program Development

Review available route data and complete scope for route data acquisition using

route gap analysis,

Develop route evaluation approach and criteria,

Develop field program for geothermal and geotechnical data acquisition,

Scope and implement associated field program,

Provide laboratory testing program with appropriate samples.

¢ Geo-database Development

0

o O O

0

Define the use of geographic information system (GIS) data in geotechnical
support.

Develop and implement project template for frost-heave route analysis,

Perform data gap analysis.

Acquire available data for GIS with documentation,

Provide values for evaluation of potential pipe displacement along route.

¢ Analytical Methodology

0
0
0

0

Prepare description of analysis methodology,

Prepare and document project analytical tools.

Complete analyses for operational temperature and pressure envelope along the
route.

Complete analyses for prediction of frost heave given operational pipe
parameters and route soil data,

Complete analyses for verification of pipe integrity when subjected to frost heave
given pipe material properties,

Document completed analyses.

e Line Pipe Materials Research

0
0
0
0

Research material specifications for arctic applications,

Develop line-pipe material development approach,

Identity and review potential suppliers with material questionnaire,

Complete small-scale material tests to develop required input to project approach
methodology.

As required, complete full-scale testing for project approach validation.
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Work in all areas has progressed during the last year. Deliverables include:

¢« Geothermal/Geotechnical Methodology
0 Frost-Heave Potential: Geotechnical Data Acquisition Requirements
* Field Program Development
O The field program for sample acquisition was completed in November, 2012, and
samples are being tested.
¢« Geo-database Development
O ASAP GIS Geotechnical Geodatabase Report
e Analytical Methodology
0 Design Methodology to Address Frost-Heave Potential
O Frost-Heave Potential: Strain Demand Proof-of-Concept Analysis
 Line Pipe Materials Research
O Strain Capacity Validation Rationale for the Alaska Stand Alone Gas Pipeline
0 Fracture Control Rationale for the Alaska Stand Alone Gas Pipeline
O Line Pipe Specification for the Alaska Stand Alone Gas Pipeline

3.3.7 Support for Commercial Activities

With the revision to the optimized Base Case with lean gas, pipeline size and pressure
optimization were re-examined. The initial Base Case with enriched gas required an ANSI Class
1500 (2,500 psi) pipeline as high pressure is needed to keep the NGLs in a gaseous state for
pipeline operation. With lean gas, lower pressures and therefore thinner-wall pipe and less-costly
valves and fittings can be used. Several diameters and two pressure classes (ANSI Class 900 and
600 - 2,180 psi and 1,480 psi, respectively) were analyzed. The cost differentials were examined
to develop “J” curves, which identify cost versus throughput. Based on this initial analysis, a 36-
inch-diameter ANSI Class 600 pipeline was selected. The overall pipeline cost estimate was then
revised for use in the tariff model.

3.4 ENVIRONMENTAL, REGULATORY, AND LANDS (ERL)

ERL work since publication of the July 2011 Project Plan has centered on completing the
environmental impact statement (EIS) for the ASAP Project, refining the ASAP Plan of
Development (POD), continuing field studies, and performing right-of-way acquisition activities.

341 ASAP Final Environmental Impact Statement

The Alaska District of the U.S. Army Corps of Engineers (USACE) and six cooperating agencies
— the Bureau of Land Management (BLM), U.S. Environmental Protection Agency (EPA),
National Park Service (NPS), Alaska Department of Natural Resources (ADNR), State Pipeline
Coordinator’s Office (SPCO), U.S. Department of Transportation, Pipeline and Hazardous
Materials Safety Administration (PHMSA), and the U.S. Coast Guard (USCG) — initiated the
National Environmental Policy Act (NEPA) process for the ASAP Project on December 4, 2009
by issuing a Notice of Intent (NOI) to Prepare an Environmental Impact Statement (EIS). A draft
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EIS was issued on January 20, 2012, and the final EIS (FEIS) based on the 24-inch-diameter,
737-mile-long, high-pressure natural gas pipeline with NGLs was published in the Federal
Register on October 26, 2012. The public comment period on the FEIS closed November 26,
2012.

AGDC responded to numerous requests for information from the USACE during preparation of
the FEIS, and the responses involved considerable effort for both Engineering and ERL
personnel. The final EIS examines the potential impacts of construction and operation of the
proposed pipeline, and evaluates a range of alternatives, consistent with applicable law, by which
to accomplish the purpose and need of the proposed action while avoiding or minimizing adverse
impacts. The USACE and cooperating agencies have joined in this effort in order to allow this
EIS to provide the basis for respective agency decisions relative to permitting and other federal
actions on the proposed project.

The BLM ROW grant and record of decision (ROD) for the ASAP Project grant are pending. The
optimized Base Case change will require that the ASAP FEIS and ROD be amended. However,
since the ASAP route remains static and the optimized Base Case eliminates many of the required
facilities (straddle plants, NGL extraction plant, fractionation facility and compressor stations),
there should be minimal impact on the overall project schedule. It is also expected that the change
will help streamline project permitting because fewer facilities are required, the project footprint
is smaller, and fewer carbon emissions will occur.

3.4.2 ASAP Plan of Development

AGDC prepared a revised Plan of Development (POD) to support the planning and development
of the project. The POD provides detailed information to support regulatory processes, permit
applications, and preparation of required NEPA documents. The POD includes information on the
following:

0) Purpose and Need

(2) Project Description

(3) Right-of-Way Location

(4) Facility Design Factors

(5) Additional Components ofthe Right-of-Way
(6) Government Agency Involvement

(7) Project Construction

(8) Resource Values and Environmental Concerns
(9) Stabilization and Rehabilitation

(10) Operation and Maintenance

(11) Termination and Restoration

Revision 1 of the POD was published in March 2011. Revision 2, which was published on
October 26, 2012, updates Revision 1 based on information AGDC developed while the USACE
prepared the EIS for the project. These revisions are reflected in responses AGDC provided to
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requests for information from the USACE during the EIS process. As the ASAP Project evolves,
this POD will be updated as necessary to incorporate new information. The POD will be updated
again before AGDC files a completed application with the USACE for a Clean Water Act 404
(D (b) wetland permit for the ASAP Project.

3.4.3 Environmental Field Studies

Environmental field studies during 2011 and 2012 involved wetland surveys, stream surveys,
cultural resource surveys, and air quality monitoring. These data are needed for numerous state
and federal permits that will be required for the ASAP Project.

The summer 2011 wetland survey covered 614 miles of ASAP Project alignment and resulted in
70 wetland determinations and the evaluation of 33 streams. During the summer of 2012, wetland
field work was conducted to fill in data gaps required to complete the Final ASAP Wetland
Summary Report (2012). This report will be submitted to USACE with a letter requesting a
Jurisdictional Determination (JD) for all wetlands identified. Once approved, a JD is valid for 5
years and will support the USACE’s evaluation of a Clean Water Act 404 (I)(b) wetland permit
application.

In 2011, a total of 393 streams were surveyed, and cultural resource survey crews conducted
surveys for 170 miles of the ASAP alignment. During the fall 0f2011 and winter of 2012, ASAP
air quality monitoring stations were installed at the following three locations:

e ASAP4N at Dunbar near MP 458 and near the junction of the ASAP mainline pipeline
and the Fairbanks Lateral location (meteorological);

e ASAP4S on leased land approximately 11 miles south of Dunbar (meteorological and
ambient);

e ASAPS5 at the ASAP terminus on Matanuska-Susitna Borough land near MP 39 of the
Beluga pipeline (meteorological and ambient).

Data at these three sites were collected for 1 to 3 months before the monitoring program was
discontinued in May of 2012. Air quality monitoring operations will be restarted when sufficient
funding is available and after additional engineering and design work has been completed.

3.4.4 Right-of-Way Acquisition Activities

Before construction of ASAP can begin, agreements must be obtained from public and private
landowners, leaseholders, Native allottees, and other parties that hold interests in the land that
ASAP crosses. The state and federal governments are also major landowners along the route,
encompassing 90% of the property interests needed for ASAP.

¢ ASAP Line List: The Land Ownership GIS Database was updated, and quality control
measures were established.
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e Centerline Legal Description of ASAP: Legal descriptions of the centerline alignments
for the ASAP mainline and the Fairbanks Lateral were completed in support of the
federal ROW Grant and other ASAP land and right-of-way activities.

¢ ASAP Appraisal of State Leasehold: The appraisal process for ASAP was initiated in
July 2012 as a requirement of the lease for ASAP on state lands: ADL 418797, Right-of-
Way Lease for the Alaska Stand Alone Gas Pipeline/ASAP. The appraisal will be for all
lands within the 604 miles of state ROW for the mainline route and Fairbanks Lateral.

¢ BLM Federal ROW Grant: Work continued throughout 2012 on the BLM ROW Grant.
BLM has indicated that it will issue a Record of Decision on the ASAP Final EIS in the
near term; however, a decision on the Grant of ROW will be deferred until AGDC
submits a completed Clean Water Act Section 404 wetland permit application to the
USACE and the application is approved. That timing of the 404 application will be
dependent on project funding and the completion of additional engineering.

3.5 PUBLIC AFFAIRS | STAKEHOLDER ENGAGEMENT

Since July 2011, AGDC continued work on developing and executing the public outreach effort
consistent with project funding. In December 2011, AGDC divided the External Affairs
department into two separate functional areas: the Public Affairs department and the Government
Affairs department. Public Affairs was established with minimal funding for the remainder of the
fiscal year.

In 2012, the Public Affairs team scheduled and met with members from all of the identified
affected communities along the ASAP alignment. Community support along the alignment has
strengthened as Alaskan stakeholders become more educated and more interested in the ASAP
Project.

In July 2012, the Public Affairs department was formally funded and staffed as a means of
positioning the ASAP Project for continued success through expanding public awareness,
improving outreach effectiveness, and developing and delivering project education to stakeholder
audiences. Strategic planning for continuation and expansion of project communication is at the
root of the communication plan. ASAP Public Affairs funding was increased and the outreach
effort was expanded mid-year 2012 to provide information to numerous industry groups, trade
associations, annual conferences, and local community forums in Anchorage, Fairbanks, Kenai,
and the Matanuska-Susitna Valley.

The ASAP Public Affairs team prepared and presented project updates to local borough and
municipal planning commissions and local government assembly bodies as requests from the
governing bodies were received. In 2012, members of the ASAP project team attended over 80
public meetings to facilitate project updates. Alaskan stakeholder audiences are continuously
digesting a myriad of articles and opinion pieces on proposed energy projects in Alaska.
Therefore, to engage the public and develop open and transparent communication, it is paramount
that the ASAP project team continue to seek and accept invitations to share project updates with
the public.
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The baseline for communication efforts in all phases of the project is included in the
comprehensive communication plan developed in 2012. The plan includes an outline for
corporate communication responsibilities, a media plan, standards for branding and imaging the
project, and development of a powerful stakeholder database. The media plan contains strategy
for increasing education on the ASAP Project; it also includes research as a method of monitoring
the impact and reach ofthe media efforts.

In 2012, communication was limited to in-person presentations by staff, and print material was
limited to two printed project flyers. Moving forward into FEL 2, the need for updated project
materials will escalate. Updated project information will be produced to meet the schedule of
engagements. Communication efforts will include monthly legislative reports, public
presentations, quarterly project flyers, more comprehensive website content, use of media outlets,
and preparation of other project materials as necessary. As materials are developed, various
methods of maintaining public education will be employed. Expanded channels of
communication in 2013 will include strategic use of multimedia, including social media.
Communication for the project is a critical aspect of the project mission with emphasis on
providing the public, the staff, and all stakeholders with open, transparent, and relevant project
information through continuous messaging.
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4. DETAILED STATUS OF PROJECT PLAN

The following tables provide details on the current status and work to be done for the individual
commercial, financing, engineering, ERL, and public affairs parts of the July 2011 Project Plan.
These tables reflect how the elements of those plans have changed in the past 18 months.

4.1

7/1/11 PROJECT PLAN

Support the legislative effort to
address carrier operation status
(common vs. contract),
confidentiality, and in the case of
state ownership, grant AGDC certain
regulatory powers. The legislative
actions should be complete by May
2012.

Develop the process and select a
builder/owner/operator or
builder/operator as early as possible
in 2012.

Negotiate with anchor/foundation
shippers for tariff and capacity before
the open season occurs at the end of
FEL 2.

Establish and maintain an ongoing
dialogue with shippers on changes in
cost or design.

Define the pipeline specifications for
NGLs entering the pipeline through
the miscible injectant (MI) pumps
above the pipeline inlet manifold for
the purposes ofthe tariff specification
as part of the open-season package.
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COMMERCIAL PLAN

STATUS

Although enabling legislation passed
the House during 2012, it did not
progress in the Senate. New enabling
legislation has been drafted for the
2013 legislative session. If enacted,
the bill will achieve these objectives.

Process being developed and
potential builder/owner/operators
identified. Put on hold until legislative
authority obtained.

Discussions were held during 2011
with potential foundation shippers
and producers to better understand
their requirements and issues.
Unable to progress in 2012 due to
confidentiality issues.

Discussions were held in 2011 with
potential shippers and producers to
better understand their requirements
and issues. Unable to progress due
to confidentiality issues.

Met with producers and the Prudhoe
Bay Unit (PBU) operator on the NGL
and miscible injectant (MI)
specifications/volumes. The
information has been included in the
engineering design and project plan.

TASK FORWARD

New AGDC enabling legislation has
been drafted.

Complete the builder/owner/operator
process and selection, and assuming
a successful legislative outcome,
implement beginning in 4Q2013.

Continue informal conversations with
potential foundation shippers. Make
clear completion of open season has
been delayed at least one year to late
2014 or early 2015. Get feedback on
draft tariff terms and conditions, and
precedent agreements. Engage in
substantive negotiations with
potential shippers beginning in
3Q2013, assuming new AGDC
enabling legislation is passed with the
necessary confidentiality and funding.

Continue informal conversations with
potential shippers and producers.
Make clear completion of open
season has been delayed at least
one year. Engage in substantive
negotiations beginning in 4Q2013,
assuming new AGDC enabling
legislation is passed with the
necessary confidentiality and funding.

The change to optimized Base Case
with lean gas makes this
recommendation unnecessary.
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ASAP

4.1

7/1/11 PROJECT PLAN

Define the pipeline specifications for
natural gas entering the ASAP Gas
Conditioning Facility for the purposes
ofthe tariff (H2S and rare metals) and
as part of the open-season package.

Define the pipeline specifications for
natural gas entering the pipeline inlet
manifold from the Gas Conditioning
Facility (GCF) or any other
connection delivering gas to the
pipeline compressors as part of the
open-season package.

Formalize the GCF tariff
methodology.

Determine the variety of pipeline
tariffs to be offered and the
methodology used for computing
each in preparation for the open
season.

After the open season, negotiate final
precedent agreements.

Draft standard connection
agreements for the GCF, Fairbanks
LDC, and ENSTAR connections.
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ASAP Project Plan Update: Year-End 2012

STATUS

AGDC met with the PBU operator to
help define the inlet gas
specifications and volume. This
information will be included in the
new engineering design.

Since AGDC met with the PBU
operator, the outlet gas specifications
and volume have been defined. The
information has been included in the
engineering design.

The draft GCF tariff methodology has
been defined using the new AGDC
tariff model.

Draft tariff terms and conditions
document prepared with types of
tariffs. A draft tariff model has been
developed which incorporates these
terms and methodology.

Draft precedent agreement has been
prepared for presubscription
conversations prior to open season.
Completion of open season is
delayed at least one year due to lack
of enabling legislation and full funding
of project.

Draft standard connection agreement
in progress and not complete.

TASK FORWARD

Maintain contacts with producers and
the PBU operator and provide
feedback on inlet gas assumptions
and changes. Provide project status
updates and make clear completion
of open season has been delayed at
least one year.

Maintain contacts with producers and
potential shippers. Provide feedback
on outlet gas assumptions and
changes. Provide project status
updates and make clear completion
of open season has been delayed at
least one year.

Continue informal conversations with
potential foundation shippers. Make
clear completion of open season has
been delayed at least one year. Get
feedback on draft GCF tariff
methodology and work towards an
agreed-upon document. Engage in
substantive negotiations beginning in
4Q2013, assuming hew AGDC
enabling legislation is passed with the
necessary confidentiality and funding.

Continue informal conversations with
potential foundation shippers. Make
clear completion of open season has
been delayed at least one year. Get
feedback on draft tariff terms and
conditions, and work toward an
agreed-upon document. Engage in
substantive negotiations with
potential shippers beginning in
4Q2013, assuming new AGDC
enabling legislation is passed with the
necessary confidentiality and funding.

Continue informal conversations with
potential foundation shippers. Make
clear completion of open season has
been delayed at least one year. Get
feedback on draft precedent
agreement and work toward an
agreed-upon document. Engage in
substantive negotiations with
potential shippers beginning in
4Q2013, assuming new AGDC
enabling legislation is passed with the
necessary confidentiality and funding.

Finalize the draft connection
agreements. Engage in substantive
negotiations with potential shippers
beginning in 4Q2013, assuming new
AGDC enabling legislation is passed
with the necessary confidentiality and
funding.
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4.1

7/1/11 PROJECT PLAN

Draft C02ethane disposal and
connection agreement.

Draft the shared services agreements
between ASAP and PBU.

Draft the shared services agreement
between ASAP and TAPS owners.

Plan open season.

Hold open season.

Monitor Cook Inlet supply
developments.

Maintain a current commercial risk
register with mitigation plans
throughout FEL 2 and FEL 3.

Execute cogeneration agreements, if
practical, with North Slope Borough,
Livengood, Golden Valley Electric
Association, or other parties ready
and willing to receive power from
ASAP facilities.

Supplemental Tasks Required in
Public Ownership Case:

Establish a gas marketing affiliate.

Negotiate supply contracts with gas
producers (through gas marketing
affiliate).
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ASAP Project Plan Update: Year-End 2012

STATUS

Open season delayed at least one
year HB 9 did not pass and the
project did not receive full funding.
This work on this item has been
deferred.

Potential shared services identified
and draft agreement being worked.
AGDC has met with PBU operator to
identify authorizations and the
process required for PBU facility
sharing.

Potential shared services identified
and preliminary discussions held with
TAPS officials.

AGDC open season plan being
developed to reflect probable
oversight by the Regulatory
Commission of Alaska (RCA).

Completion of open season has been
delayed at least one year because
enabling legislation did not pass and
the project did not receive full
funding.

Ongoing monitoring of Cook Inlet gas
supplies via state and federal
agencies, the press, professional
publications, and through the Mayor’s
Energy Task Force.

Initial, high-level risk management
process developed. Detailed risk
management deferred until full FEL
funding is received.

Cogeneration agreements not on
critical path and budget-constrained,
so these agreements have lower
priority and have been deferred.

Process being developed and
potential builder/owner/operators
identified. Put on hold until legislative
authority obtained.

HB 9included provisions to make the
Alaska Natural Gas Development
Authority (ANGDA) the gas marketing
affiliate under the Alaska Housing
Finance Corporation (AHFC), but the
legislation did not pass.

No action because enabling
legislation did not pass.

TASK FORWARD

Begin work on this in 4Q2013,
assuming new AGDC enabling
legislation is passed with the
necessary confidentiality and funding.

Continue meetings with PBU operator
and engage in substantive
negotiations beginning in 4Q2013,
assuming new AGDC enabling
legislation is passed with the
necessary confidentiality and funding.

Continue meetings with TAPS and
engage in substantive negotiations to
finalize agreements beginning in
4Q2013, assuming hew AGDC
enabling legislation is passed with the
necessary confidentiality and funding.

Completion of open season has been
delayed at least one year.

Completion of open season has been
delayed at least one year.

Continue monitoring of Cook Inlet gas
supplies via state and federal
agencies, the press, professional
publications, and through the Mayor’s
Energy Task Force.

Initiate detailed risk management
process in 2Q2014, assuming new
AGDC enabling legislation is passed
and project fully funded.

Re-evaluate priority and timing of
cogeneration agreements. Develop a
preliminary plan for delivery of
agreements.

AGDC is unable to pursue a
builder/owner/operator or a
builder/operator case until enabling
legislation is signed into law and
funding is appropriated.

Work to establish a gas marketing
affiliate - to be addressed in the new
AGDC enabling legislation.

Begin discussions with gas producers
after enabling legislation is passed.
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41 COMMERCIAL PLAN

7/1/11 PROJECT PLAN

Negotiate off-take agreements
(through gas marketing affiliate).

AGDC will support the efforts by the
State of Alaska to:

* Evaluate the merits of the
recommended legislation and
take appropriate actions.
Establish the option to bid firm
transportation of royalty-in-kind
(RIK) gas.

Continue to support the FEL 2
and FEL 3 funding of AGDC.

AGDC will work with the PBU owners
and other potential suppliers to help
expedite the following commercial
actions:

« Link the producers with potential
off-takers to negotiate supply or
off-take agreements.

* Request amendments to the unit
operating agreements that
address gas balancing in a
manner that enables individual
unit owners to ship freely
without undue gas balancing
requirements (in public
ownership case).

Negotiate gas-supply
agreements (through AGDC gas
marketing affiliate) in the public
ownership case.

AGDC will enlist potential shippers to
do the following:

« Negotiate foundation shipper

agreements prior to open
season.

« Attend open season.

« Keep abreast of project
developments.

Negotiate precedent
agreements.

Negotiate gas-supply and off-
take agreements (through

AGDC gas marketing affiliate in
the public ownership case).

The Fairbanks community should
develop the natural gas infrastructure
necessary to position Fairbanks to
take their forecast capacity as soon
as possible after startup.
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STATUS

No action because enabling
legislation did not pass.

Supported the initial drafting of HB 9
and the various amended versions as
it moved through the House and
Senate committees. HB 9 included
language to make ANGDA the gas
marketing affiliate for State of Alaska
royalty gas and also set up the fund
to support AGDC. HB 9 passed the
House but did not pass the Senate.
Legislation was part of the special
session, but no legislative action was
taken.

Met with producers and have taken
initial steps to link with potential
shippers and end users. Unable to
progress further due to confidentiality
issues and uncertainty over new
direction for the Alaska Pipeline
Project (APP) (e.g., LNG export at
tidewater in Alaska), and because
AGDC has no gas marketing affiliate.

Draft precedent agreement has been
prepared for presubscription
agreements prior to open season.
Meetings were held with potential
shippers to understand their
requirements and issues. Completion
of open season delayed at least one
year because enabling legislation did
not pass and the project did not
receive full funding. HB 9 included
provisions to make ANGDA the gas
marketing affiliate under AHFC, but
the legislation did not pass.

The Fairbanks Economic
Development Corporation has a draft
study on local demand and the cost
for the local distribution system build-
out. AGDC is monitoring this activity.

TASK FORWARD

Begin discussions with possible off-
take entities after enabling legislation
is passed.

Issues are still unresolved and
planning is underway to provide the
support that will be required once the
new AGDC enabling legislation is
introduced in the 2013 legislative
session. Ensure confidentiality,
regulatory framework, gas marketing
affiliate, funding, and all other
necessary provisions are included in
final bill.

Continue discussions with PBU
operator and producers. Continue to
facilitate producer and shipper
conversations. Make clear completion
of open season has been delayed at
least one year. Engage in substantive
conversations on the need for a PBU
gas balancing agreement.

Continue informal conversations with
potential foundation shippers. Make
clear completion of open season has
been delayed at least one year.
Engage in substantive negotiations
with potential shippers beginning in
4Q2013, assuming new AGDC
enabling legislation is passed with the
necessary confidentiality and funding
approved and marketing affiliate
established.

Continue conversations with the
Fairbanks Economic Development
Corporation. Make clear completion
of open season has been delayed at
least one year. Maintain community
outreach and stakeholder meetings to
provide project updates.
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41 COMMERCIAL PLAN

7/1/11 PROJECT PLAN

Mining entities should undertake the
following:

« Negotiate agreements with gas
suppliers subject to project
completion.

« Fund and build interconnects.

ASAP Project Plan Update: Year-End 2012

STATUS

AGDC has had initial meetings with
some potential Interior shippers,
including mining entities. Unable to
progress due to confidentiality issues,
uncertainty over new direction for
APP (e.g., LNG export at tidewater in
Alaska), and lack of funding.

TASK FORWARD

Continue conversations with mining
entities who could be potential
shippers. Make clear completion of
open season has been delayed at
least one year. Identify new mining
projects and hold preliminary
meetings on project. Engage in
substantive conversations when new
AGDC enabling legislation is passed
with the necessary confidentiality and
funding approved and marketing
affiliate established.
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4.2 FINANCING PLAN

7/1/11 PROJECT PLAN

Financing using debt issued by the
Alaska Railroad:

« Determine, through a Private
Letter Ruling (PLR) request to
the Internal Revenue Service,
the ability of the Alaska Railroad
to finance ASAP with the
issuance of tax-exempt debt.

Negotiate agreements with the
Alaska Railroad for the issuance
of debt.

Issue an RFP for a financial
advisor, bond counsel, and
special tax counsel for the debt
issuance; review the responses
received for each; and negotiate
contracts with the winning
respondents.

« Create and distribute an RFP for
bond underwriters to leading
investment banks. Review and
evaluate the responses; appoint
ateam of underwriters.

» Create a plan for investment
options by individual Alaskans,
with options to include possible
mutual fund or preferred stock
issuance.

Construct a bond issuance
calendar based upon expected
cash draws to fund construction,
including letters of credit or
other facilities to finance the
project during the construction
period.

Issue debt in multiple series to
minimize negative arbitrage.

Assuming the PLR is unsuccessful,
debt would need to be issued by the
State or AGDC. There would be
additional steps involved with this
scenario.

» Negotiate with State Department
of Revenue to determine the
optimal credit structure for the
debt, including drafting and
supporting necessary
legislation.

If a private ownership model is the
preferred structure, the financing
function will be limited as the
builder/owner/operator will obtain its
own financing.
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STATUS

Financing was not pursued because
no decision was made on the
ownership model.

Financing was not pursued because
no decision was made on the
ownership model.

Financing was not pursued because
no decision was made on the
ownership model.

TASK FORWARD

Start financing tasks once ownership
model is chosen.

Start financing tasks once ownership
model is chosen.

Start financing tasks once ownership
model is chosen.
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4.3

7/1/11 PROJECT PLAN

Affirm design requirements.

Finalize site selection.

Perform preliminary engineering (as

compared to FEL 1 conceptual work).

Perform process hazard reviews.

Refine capital cost estimates to
AACE Class 3 level.

Perform pipeline stress design
capacity/demand testing for a special
permit from the U.S. Department of
Transportation, Pipeline and
Hazardous Materials Safety
Administration (PHMSA).

Acquire field data for regulatory and
design requirements.

Develop an engineering plan for
FEL 3.
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ASAP Project Plan Update: Year-End 2012

STATUS

Pipeline design basis has changed
from rich gas to a lean gas case -
1,480 psi, 36-inch-diameter pipeline.
Issued request for proposals (RFP)
for facilities engineering contractor.

Preliminary GCF site identified.
Issued RFP for facilities engineering
contractor.

Continued pipeline and engineering
work to support environmental impact
statement and future permitting
activities, and to refine pipe
properties to address potential
impacts of frost heave.

Issued RFP for facilities engineering
contractor.

Basis of 2011 cost estimates remains
the same. Lack of funding to refine
preliminary engineering prevents
refining cost estimate to Class 3
level.

Proof-of-concept work continues on
frost-heave design methodology. No
material testing completed on
geotechnical or small-scale pipe
samples. Limited geotechnical
investigations conducted in the fall of
2012.

Field work continued on terrain unit
mapping and geohazards.
Geotechnical data gap analysis
complete.

Work progressing towards FEL 2
engineering. FEL 3 engineering
delayed due to lack of funding.

TASK FORWARD

Enter into contract with facilities
contractor. Design requirements will
be developed and then confirmed
once commercial discussions are
initiated.

Once a contract with facilities
contractor is underway, study
alternative sites for GCF and select
final site.

Assuming adequate funding and
engagement of a facilities
engineering contractor, initiate
detailed facility design and
engineering efforts in the special
design areas, conduct field studies to
address geohazards and delineate
terrain units, refine the project
alignment with latest field data, and
finalize frost-heave design
methodology.

Assuming adequate funding and
engagement with a facilities
engineering contractor, initiate
process hazard reviews.

Continue pipeline and facilities
engineering through preliminary
engineering to allow for Class 3
estimate.

Perform geotechnical investigations
and conduct laboratory testing to
verify design concepts for strain
demand. Conduct test on small-scale
samples to verify steel properties.
Continue work with PHMSA on
determining need for special permit.

Develop and implement geotechnical
field program to capture necessary
data to refine pipeline and associated
facilities design.

Progress through FEL 2 engineering,
assuming adequate funding is
appropriated in 2013.
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ASAP Project Plan Update: Year-End 2012

Table 4-1. Maturity Matrix for Engineering Deliverables:
Present vs. End of FEL 2

ELEMENT

GENERAL PROJECT DATA
Scope
Plant Production
Location
Soils
Integrated Project Plan
Master Schedule
Escalation
Work Breakdown
Project Code
Contracting Strategy
ENGINEERING DELIVERABLES - FACILITIES
Block Flow
Plot Plans
Process Flow Diagrams (PFDs)
Utility Flow Diagrams (UFDs)
Piping & Instrumentation Diagrams (P&IDs)
Heat & Material Balances (H&MVB)
Process Equipment List
Utility Equipment List
Electrical One-Line Drawings
Specification and Datasheets
General Equipment Arrangement Drawings
Spare Parts Lists
Mechanical Discipline Drawings
Electrical Discipline Drawings
Instrumentation/Control System Drawings
Civil/Structural/Site Discipline Drawings
ENGINEERING DELIVERABLES - PIPELINE
Alignment Sheets
Special Design Areas
Logistics Plan
Material Specifications
Terminus Configurations
Trench Details
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STATUS STATUS PLANNED
DEC. 31, 2012 FOR END OF FEL 2
Preliminary Advanced
Preliminary Defined
Approximate Specific
Approximate Preliminary
Preliminary Defined
Preliminary Advanced
None Advanced
Preliminary Advanced
None Defined
Assumed Advanced
Preliminary Complete
Preliminary Advanced
Preliminary Complete
Preliminary Preliminary
None Preliminary
Started Preliminary
Started Complete
Started Preliminary
Started Preliminary
Started Preliminary
Started Preliminary
None Started/Preliminary
None Started
None Started
None Started
None Started
Started Preliminary
Preliminary Preliminary
Preliminary Preliminary
Started Preliminary
Started Preliminary
Started Preliminary
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ASAP Project Plan Update: Year-End 2012

4.4 ENVIRONMENTAL, REGULATORY, AND LANDS (ERL) PLAN

7/1/11 PROJECT PLAN

Ongoing EIS process for the Federal
ROW

Obtaining agreements from public
and private landowners,
leaseholders, Native allottees, and
other parties is required before
construction.

A survey and complete title
verification will be needed to identify
the number of parcels and land
ownership.

Undertake field surveys to support
data development for regulatory and
permitting requirements.

Develop an ERL plan for FEL 3.

Update permit acquisition plan for
FEL 2 activities

The following environmental fieldwork
will be conducted during FEL 2 to
support Tier 1 and 2 permits:

« Cultural resources survey and
sensitivity model.
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STATUS

The U.S. Army Corps of Engineers
(USACE) published the FEIS in the
Federal Register on October 26,
2012, and the public comment period
on the FEIS closed November 26,
2012. The BLM ROW Grant and
Record of Decision (ROD) for the
ASAP ROW crossing 100 miles of
federal land are pending.

A complete ASAP line list has been
developed identifying land ownership
along the pipeline route.

Complete title verification will be
required prior to ROW certification to
identify the most up-to-date land
ownership records.

Title verification discussions with the
Alaska Department of Natural
Resource (DNR) have been
conducted for the purpose of meeting
DNR requirements for the State
Lease and to agree on data formats
and delivery methods for AGDC
submittals to DNR.

Selected field data-collection surveys
were completed in 2010, 2011, and
2012 to support ASAP design and
regulatory requirement. Data were
collected on wetlands, streams,
lakes, and cultural resources,
although more work remains to be
completed. Additional data are being
delivered to AGDC from the Prudhoe
Bay Unit air monitoring site at
Prudhoe Bay.

The current ERL Permitting, ROW,
Field Season Planning, and Air
Permitting strategy plans will feed the
FEL 2 ERL plan.

The Permit Acquisition Plan is an
AGDC document that is updated as
needed.

This model has the potential to
reduce field work; however, work on
the model has not progressed.

TASK FORWARD

Once adequate ASAP engineering
and design data for the lean gas
Base Case are available, AGDC will
submit a completed wetland permit
under Section 404 of the Clean Water
Act. At that time, the USACE will
determine what additional NEPA
analysis such as a supplemental EIS
may be required.

Actual ROW acquisition from private
landowners, leaseholders, Native
allottees, and other parties should
begin approximately 2 years prior to
start of construction.

Continue to update ASAP line list as
landownership changes are
identified.

Assuming adequate funding, title
verification will occur at the
appropriate phase of the project.
Survey and monument work to
establish a horizontal and vertical
survey control network will be
conducted as an engineering task
beginning in FY2013.

During a scaled back 2012/FY13 field
season, all wetland delineation
required for the Section 404 wetland
permit application was completed.
Cultural work in 2013 will be
conducted for the engineering
borehole program.

An ERL FEL 3 plan will be developed
once the FEL 2 schedule is
established.

Continue to update plan as permitting
tasks are completed and/or new
information is available.

Review the value to be gained with
the use of a predictive model.
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ASAP Project Plan Update: Year-End 2012

4.4 ENVIRONMENTAL, REGULATORY, AND LANDS (ERL) PLAN

7/1/11 PROJECT PLAN

» Wetlands survey and evaluation.

¢ Stream crossing surveys for fish
and fish habitat.

« Water resources availability
studies.

Air quality baseline data
collection.

Proactive coordination with federal,
state, and local regulatory agencies
and quick response to agency
requests for information.

STATUS

Additional wetland delineation and
reporting were completed in 2012
both north and south of Livengood to
support the Jurisdictional
Determination request and wetland
Section 404 permit application.

Stream work is required both north
and south of Livengood during the
2013 field season to support
engineering tasks and the wetland
404 permit application.

Fish, water chemistry, and
bathymetry data collected for 30
lakes north of Livengood.

Air monitoring was initiated at three
locations in the winter of 2011/2012.
Data collection at these sites was
terminated due to lack of funding.
Additional data are being delivered to
AGDC from the PBU air monitoring
site at Prudhoe Bay.

This is the ongoing process of
maintaining agency relationships and
managing permit scope and schedule
to acquire the required permits on
schedule and with reasonable
stipulations or conditions.

TASK FORWARD

Complete the wetland work needed
to support a USACE Jurisdictional
Determination.

The 2013 Stream Survey Work plan
is complete. Review and
implementation for the plan should
begin in January 2013 for a June or
July start date.

Additional lake studies will be
deferred until 2014.

Air quality data collection will resume
when adequate funding is available
and there is more certainty about
facility locations.

Continue long-term permit planning
and timely execution of all permitting
and regulatory tasks in conjunction
with the project schedule.
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ASAP Project Plan Update: Year-End 2012

4.4 ENVIRONMENTAL, REGULATORY, AND LANDS (ERL) PLAN

7/1/11 PROJECT PLAN

Title work is needed on a regular
schedule to maintain the land
database with applicable lands sales,
exchanges, and third-party
encumbrances. The most significant
future land work includes:

« Title examination as a follow-up
to preliminary title work.

Mining claims (federal and

state).

identification of third-party

interest (leases, occupational

interests, trapping).

Right of entry and access

agreement acquisition for

studies.

« Survey control (property
surveys, platting, right-of-way
mapping).

« Agency land-use permits (utility,
letter of non-objection).

« Preconstruction private property
inventory, also known as
encroachment inventory.

« Appraise and acquire.
« Right-of-way lease appraisal.

« Utility encroachment
coordination and relocation.

¢ Eminent domain.
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STATUS

The ASAP State ROW Lease
appraisal under the terms of the State
lease (ADL 498197) was initiated in
July 2012. Currently, contracts for the
appraisal are being completed by
AGDC, and ASAP land ownership
data are being prepared to support
the appraisal work.

Current ROW/Land work is focused
on meeting the immediate project
needs such as DNR State Lease
requirements, the ASAP line list, land
ownership data management, and
GIS work.

Title work to support the ASAP State
ROW lease appraisal will include
acquisition of the last conveyed
document for each land parcel.
Currently, contracts for the title
documents to support the ASAP
State ROW lease appraisal are being
completed by AGDC.

Right-of-entry and access agreement
acquisition for field studies is
completed prior to each field season.

TASK FORWARD

As the project progresses, land
ownership data acquisition will
continue in order to maintain the land
database with applicable lands sales,
exchanges, and third-party
encumbrances.

Future ASAP ROW tasks will be
conducted as dictated by the ASAP
Project schedule. The most
significant future land work includes:

« Title examination as a follow-up
to preliminary title work. The title
documents will comprise one
element of the complete land
ownership information package
compiled for each land parcel
and submitted to the appraisal
contractor.

Mining claims (federal and
state).

Identification of third-party
interest (leases, occupational
interests, trapping).

Right-of-entry and access
agreement acquisition for
studies as needed.

« Survey control (property
surveys, platting, right-of-way
mapping).

« Agency land-use permits (utility,
letter of non-objection).

« Preconstruction private property
inventory, also known as
encroachment inventory.

« Appraise and acquire.

» Right-of-way lease appraisal.
The appraisal for ASAP State
ROW lease lands will be
conducted between January and
June of 2013.

« Utility encroachment
coordination and relocation.
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4.5

7/1/11 PROJECT PLAN

Create a project message to educate
the public and stakeholders on the
importance and purpose of the ASAP
Project.

ASAP Project Plan Update: Year-End 2012

STATUS

Developed educational project
message and delivered to all
communities along the alignment.
Met with leadership in each
community and rolled out project
message in community forums to
explain the importance of a long-term
energy solution for Alaskans.
AGDC Public Affairs initiated work
plan and task orders to develop a
comprehensive corporate
communication plan:

« Development of both corporate
and project image identification
is complete.

* Regional media plan was
developed to educate statewide
stakeholders.

Engagement calendar was
developed and maintained on
the project website.

Public information flyers were
created for distribution.

Project information was updated
and posted on corporate
website for public review.

Social media strategy was

developed to expand outreach
efforts to new audiences.

PUBLIC AFFAIRS / STAKEHOLDER ENGAGMENT PLAN

TASK FORWARD

Continuous updating of the ASAP
Project message is required. Public
Affairs will continue to engage each
affected community and refine the
project messages consistent with the
unigue issues discovered in each
community. ASAP project team will
refine and develop ASAP messaging
to maintain relevant information and
project education consistent with
funding received and project activity.
Planned work includes the following:

« Develop initial media plan for
period January through June
2013.

Depending on funding, create
and execute yearly media plans.

« Post project activity on
Facebook and Twitter to engage
social media audiences.

Maintain website as valuable
project communication channel.

Continue engagement in public
forums to maintain project
education for all public
audiences.

Continue engagement
evaluation to maximize reach
and ensure effectiveness of
project messaging.
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Continue presenting project
information in a variety of forums and
to a wide array of audiences, such as
Chamber of Commerce forum
presentations in Kenai and
Fairbanks, Alaska Oil and Gas
Congress, Industry Trade Alliance
meeting, radio appearances in Kenai
and Anchorage, Anchorage Mayor’s
Energy Task Force meeting, Joint In-
state Gasline Development Team
meeting, board of directors meetings,
and public education at community
council meetings and community
planning meetings.

AGDC will meet with specific
communities on a heightened
schedule to maintain a balance of
communication within population
areas along the route. The
communities of Barrow, Kenai,
Nuigsut, Minto, Fairbanks, Nenana,
and Willow will be visited quarterly
during FEL 2 to keep the project
progress in front of these
stakeholders and to answer
questions and concerns in a timely
manner.
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ASAP Public Affairs continued to
address groups and forums in an
effort to expand public education and
engagement in the ASAP Project.
ASAP Public Affairs and members of
the project team addressed 82 public
audiences in 2012. The following
groups were among those
addressed:

« Legislative audiences and
legislative caucus forums

State and federal congressional
delegations

Local chamber forums in
Anchorage, Fairbanks, Kenai,
Wasilla, Palmer, and Willow
Community meetings in
Anaktuvuk Pass, Nuigsut,
Barrow, Manley Hot Springs,
Minto, Fairbanks, Nenana,
Anderson, Cantwell, Trapper
Creek/Talkeetna, Willow,
Anchorage, and Kenai

Native conferences (AFN, TCC)
¢ Commonwealth North

« JBER and Clear Air Force
Station

« Anchorage Mayor's Energy Task

Force
¢ Alaska Municipal League
Industry trade shows and
conferences
Radio engagements in
Anchorage and Fairbanks
« Local government planning and
zoning meetings
¢ Local government assembly
meetings

ASAP project team met with all
affected communities along the
alignment and re-evaluated the
community visitation schedule to
reflect an appropriate schedule based
on community requests for
information and collaboration.

PUBLIC AFFAIRS / STAKEHOLDER ENGAGMENT PLAN

TASK FORWARD

ASAP Public Affairs will continue to
increase project engagements and
public education as resources and
funding are made available. Project
materials will be created and
distributed to maintain a relevant
stream of project information to
stakeholders. To expand reach and
education, ASAP Public Affairs will
reach out to the following groups:
« All groups previously engaged
« Community councils
« Native corporations and Tribal
organizations along the
alignment which have not
received project updates
« Educational and training groups

Continue engagement strategy of
evaluating and deploying project
messages to affected community
stakeholders.
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Other communities will be visited for
the first time, and subsequent visits
will be planned based on the issues
discovered during the community
diligence. These communities include
but are not limited to Anderson,
Anaktuvuk Pass, Livengood,
Talkeetna, and Trapper Creek.

Throughout the project, AGDC will
work with Native corporations, non-
governmental organizations, and
tribal organizations including Ahtna,
Cook Inlet Region, Inc., Toghotthele
Corporation, Minto Development
Corporation, Nenana Native
Association, Seth-De-Ya-Ah
Corporation, Tanana Chiefs Council,
Doyon Regional Corporation,
Kenaitze Indian Tribe, Arctic Slope
Regional Corporation, and other
organizations identified in the 2011
stakeholder engagement process.
AGDC plans to continue dialogue
with these entities and incorporate
meetings into the stakeholder
calendar.

AGDC will progress the stakeholder
communication database and
maintain a record of all engagements
and requests for information.
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STATUS

ASAP Public Affairs worked with
communities along the ASAP
alignment as they came together and
formed a community advisory council.
The ASAP Community Advisory
Council (CAC) was formed by
interested and engaged members of
communities in an effort to remain
engaged in project activity. The CAC
has evolved into a group of
advocates and observers of the
ASAP Project.

ASAP Public Affairs will continue to
serve as the liaison between the CAC
and the project office and will
continue to attend and support the
Council meetings.

AGDC held meetings with
representatives from each of the
Native corporations with land and
shareholders along the alignment.
Communication with the Native
organizations and Tribal entities has
been positive. AGDC has worked
with the Tribal entities and the Native
corporations to address issues ina
timely manner and bring parties
together to keep dialogue open and
transparent.

AGDC plans to retain a professional
firm to develop a comprehensive
stakeholder database for the purpose
of recording and tracking all
communication between the project
office and stakeholders. The
database will include issues tracking,
requests for information (RFls), and
responses to RFIs.

PUBLIC AFFAIRS / STAKEHOLDER ENGAGMENT PLAN

TASK FORWARD

Continue involvement with ASAP
Community Advisory Council in the
capacity of liaison between the
Council and the project office.

AGDC will continue to meet with
stakeholders to ensure the
communication from the project office
is delivered to interested parties in a
reasonable and consistent manner.
Each Native corporation and Tribal
entity is working with AGDC to
establish a representative from their
organization to be the conduit for
sharing information and following up
on the project.

Award contract in 2013 to develop
comprehensive stakeholder
database. All current stakeholder
contacts maintained by Public Affairs
and all RFls received by Public
Affairs will be imported into the
database. The stakeholder database
will serve as a project tool to manage
risk assessment and mitigation;
provide a project administrative
record of communication with
stakeholder audiences; and maintain
stakeholder records.

Maintain all project RFls and project
contacts through life of project.
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7/1/11 PROJECT PLAN TASK FORWARD

Methods of communication will
include:

« Meetings and consultations.
* Reports and updates to

ASAP Public Affairs maintained ASAP Public Affairs will expand the
communication and project education  communication channels to include:
by developing project messages for « Electronic communication via
delivery through the communication Facebook, and Twitter
channels previously identified.

legislators and local government * Newsletters
officials. » Quarterly project flyers
« Community presentations. « Direct mail

Public appearances.
Industry forums.

Multimedia including: radio,
print, television

« Electronic communication via
the project website and
contributions to other websites
such as those of state and
federal regulatory agencies.

* Newsletters and direct mail to
stakeholders.
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