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Gasline Workforce Goal 

Alaskans are trained and ready for a 

gas pipeline and other natural 

resource development jobs-and 

these jobs are made 

available to Alaskans . 

Workforce Development Process 

• Identify skills gaps

• Minimize gaps through

career awareness,

effective labor exchange,

job center network,

accessible training

services

Result: Alaskans 111eet the needs of'
Alaska e,nployersfor legacyjobs and

• lo11g ter,11 careers.



Training 

System at a 

Glance 

Secondary Education 

• Education & Earl\
Developmcmt

• High School::;

• Adult Basi" Edu1.-:iuon
• Youth Fust
• Construdiou A1.-:idemics
• College Re:idy \fork Ready

Emplo�-ment 
Senices 

• JobCent�Xemori..

• CNlns<elmg

• fob Tra1.D.1Dg Refrrnl

Postsecondary 

Education 

• L"niversity ofAJaska

• A\TEC

• Regional Training Centers

• Private: Training Providers

Challenges 

• Economic cycles

• Ebb and flow of workers

• Awareness-not just

professional positions but

high paying blue collar jobs

Funding 

• Fcdcml

• Workfiwc\! lm·estment
Act

• Dennli T111ining
• Pipdm\! Training

• Su11(• 

• STEP

• T\'IW

• GF

• T,1111011, l!IC. 

• Compeli11,·I! Sclcctfon

• Cost and accessibility of training

• 

• Job barriers-drug free, driver's license,

employability skills, transferrable certification



• 

Four AGIA Strategies 

• Increase awareness of and
access to careers in natural
resource development

• Develop comprehensive career and technical
education system

• Increase registered apprenticeships and on-the­
job training opportunities

• Increase training for operations, technical and
management workers

1. Increase Awareness of and Access
to Careers in Natural Resource
Development

• 

• Job awareness program 

• One stop infom1ation on jobs and training

• FY 09 funding to develop training web site

and improve

online job

service
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2. Develop Comprehensive Career and
Technical Education System

• Career pathways, skill standards and training program

coordination

• FY 09 funding for coordinator

• Work Keys DEED/DOLWD partnership

• FY 09 funding in DEED

• K-12 career planning and counseling

• FY 09 Alaska Youth First funded

• Integrated system for youth and adults

• FY 09 Construction academies funded

3. Increase Registered Apprenticeships
and On-the-Job Training Opportunities

• 

• Increase job training for entry level jobs 

• Increase apprenticeships in construction

• Employer incentives for apprenticesbjps and OJT

• Funding received to support apprenticeships and

OJT-targeted federal grant and general fund



4. Increase Training for Operations,
Technical and Management Workers

• Expand programs for critical jobs

• 

• FY 09 funding for UAA engineering program expansion 

• Recruit more Alaska high school grads

• Help workers keep pace with technology and skill

upgrades

• Expand management training opportunities for

skilled workers

Our Focus 

• Current skills gap

• Legacy and long-term jobs
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Identifying the AGIA Skills Gap 

Working with industry partners, DOLWD: 

• Identified 113 AGIA occupations

• Used existing

occupational supply

and demand data to

help identify potential

gaps

Alaska's AGIA Skills Gap 

• Current gap: In 2006 nonresidents accounted

for more than 16% of the workers in the AGIA

identified occupations

• Future gap: More than 3 7% of Alaskans

working in AGIA occupations were 45 years

old or older in 2006



AGIA Occupational Data 

Carpenters
Civil Engineers 12.4% $36.64 

Electricians 24.2% 32.7% $31.47 

Operating Engineers and Other 
Construction Equipment Operators 18.3% 49.9% $28.10 

Surveyors 18.1% 45.2% n/a
Truck Dr,vers, Heavy and Tractor-
Trailer 13.6% 48.8% $21.66 

Welders, Cutters, Solderers and 
.Brazers 34.8% 40.4% $25.05 

For More Information I� 

• Web: labor.state.ak.us

• Click on: AGIA Training Strategic Plan

•
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PREFACE 

This c1oeumen1 conlalns ttwl Findings nnd Detennlnalion ol 1110 Commissioners ol Nolural 
RelOUro&s and Revenue concemlng whelllor to Issue a lk:enlCI under IIWI Alaslul GaSllne 
lnduc.tl'*II Ad ("AGIA·) to Tran1Can8d11 Alaska Company. LLC and Foolhlls Plpo I Ines Lid 
ThfoughOol lhis doeument. Ille AGIA "l)pliQlnl Is 1olmrod to OS 'TC Al11ska • TC Aluk11 11 O 
subsidiary Of rn1111Canad1 Corpo1ot100 ("Tr11n1C11110011·1. TronsCn1111d11. 1111ough Its 
Independent plpel#le company alfllllltes, owns and Oj)Gflll81 one ol th11 lorgest natural g111 
pipeline transpo,tatlon nelwO<ks In NOfth Amef1ca. Tl"llf'tsCa11ada haa pledged all support 
neceua,y. bOlh llnancla.1 and Ol"1!rwl50. to TC Alnskll to achieve completlon ol lhO p:ojecl 

The balls for 1h11 Oete«nlna!lon Is explained In <let.ail In the W111te11 FlncJlnos and supporting 
documentation lhat IOllows 

• Eacutlve Summa,y The e,ecutlve SummllfY contains • 1h011, almplO cJ1teullllot1 to 
Pfovldtl lhe reader wtth a 11te1a• of the more lrnpo11an1 aapeets ol 1h11 flnlling� dl>CUl!lflnl 
lM re� can 011ta111 11ddlllo<11,1• mo,11 001111101J k1f00Mlloo 1rom 1110 aetunl tulC1 ol IM 
H1dtng1 t,1� l)ef9trnk18'lon 

• Cllapt&r One - Introduction and AG/A. Chaptor One son.es as an lntroducllon lo 1110 
process ulOd to develop this Findings documenl and p(e5ents Information 11101 guldos tho 
reader through lhe evaluation conduCled by the Commlsalooors of tho Oopa11ments ol 
Natural Resources and Revenue undor AGIA. Chaplor One also p(esont.s lnlormalion on 
how the commlS5ionors eltamlned and compared lhree natural gas projoCls In order to 
determine the type of projed lhlll most sufficiently ma,ctm�es oooelits to Alaskans. 

• Cllapt&r Two - Tf>Chnical Baekg,ound. Chapter Two provides a lllr•••llfied e.1t;planatlon ol 
Ille many components ol a maJor natural gas pipeline PfOjoc' �hat physical and 
engineering components comprise a natural gas plpetino, what regula, .y processes govom 
Ille development and operation ol a pipeline. what commercial 18Clors drtve tho economics 
tor the various pipeline stakeholders, and what methods are traditionally used to evaluolo a 
pipeline PfojeCl's technical and oommorclal viability. 

• Cllapt&r Three - Jlnal)'Sls of TC Alaska's Jlpplkallon· Choplor Three con1aw1S 1ho 
eommlAk>Mn' evaluallon Ol lhe TC AIHkll Projed as Pfoposed In 11$ AGIA Application 

• Chapt&r Four - LNG. Chapler Four cootam me c:ommislionera' compl'1IOll 01 tho TC 

Alam Project with liquefied natural gas (LNO) PIOJ!l.:f � 

• Ch•'*' Five - Producer Project; Ctl•plet F1Y8 conJlats Ol lhe c:omm,nlonera' comparison 
Of the TC Alaslul Projed with the p<oposal ConocoPh�t,ps and BP recently JUC>mitted, 
labeled "Denali'". the Alaska Gas Pipel:ne· ("the Producer Projecr) 

• Clla(*r Six - Findings and Oetennln•flon· Chapler Six contains the Findings and 
Oetemilnation ol lhe cornmlsllonets. 

• Jl�ndk:es: TIWI appondices contain Information that supplements or further explains tho 
Findings document The appendices Include the summa:y of public comments and tho 
rHponses to those commen1.1, as well as expen repo,11 

ES.1 
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EXECUTIVE SUMMARY 

This Executive Summmy conlains a 11h0tl. simple dlscussloo of tho more lmpo11onl aspects or 

the Findings document The reader can obtain addllional, ITIOfe detailed infonnatlon from the 
ac1uat lext of the Findings 811d Oeterminalion . As discussed in these Findings: 

• Issuance of the AG/A flcense to TC Alaska will maximize benefits to Alaskans 

bec•use It will provide the b0$1 opportunlry to ach/eWJ a 011: p/pe#ne that oncourar,os 

tu# e�pio,,tion ot At,s1t1·, n•ture/ oe, re3ouroos, r,onorate, 1011r,-1e,m Jorn tor 

Allsuns, maxlmltH sl,to rollf/nuu, provides '"onJ1ble In-state o•s oppoltunlthls, 

end reallies ome, lmpoltant si11e r,o111s 

• AlthouQII liquefied natural r,es fLNG"} projec1 options are likely economic, /hey 
would provide the Slate ...;111 less re\lllnue than the TC Alaska Project E.it.cluslve LNG 
projects are slonlficantly less ike/y to succeed compared to TC Alaska because they 
are more complex, more coSl/y, more difficult 10 finance, and would tece potential 

reguleto,y barriers In exporting LNG to Asia. The TC Alaska Project provides Alaska 
with its best oppo1tunlfY for• successful LNG project, as a "Y-llne• option. The TC 
Alasb Pro/eel procet;dlng /lrst wilt reduce costs and /e$Un financial end contracting 
hurdles •ss«lated with en LNG pro/eel Comlnr, efler gas is a/reedy bound for U.S 
marlcets. a Y-line may be able to owircomt' potlical opposition lo e](port/nr, r,as 

Aocordlng/y, the commlssloner3 be//ewi /hot the best route to 11n Alaska LNG pro/eel 
runs through the TC Atask11 proposal 

• AllhouQh the TC Alaska Project would generate bl/lions of dollars of profits for the 
Major NO/th Slope Produoer3, BP and ConocoPhllllps hawi opp0S41d the TC Alaska 
Pro}ee1 and touted their own pipeline propose/ fthe Producer Project"}. Unllke TC 
A,.s/la's Project, the ProduCf1r Pro;ect contains no commitments ro • projl'ct timellne. 

fells (similar lo TAPS) to ensu,e term end expansion terms that will muimlze North 
SIOpe exploration and dewilopment. suffers from potMli11t antit111st problems, and in 

order to result In • plpetir,e wil likely /simile, to the f11led Strended G,s Ollve/opmenl 

Ael contnct) require 111e sr,re ro provide the Produco,s with massive 11ddlliona1 flscal 
concess/ons 

Purpose of this Finding and Determination 

AGIA. AS 43 90, requires tile CommisSion«s ot Naluml Resoun::os and Rewnuo 10 Issue o 

delermlnetlon with wf111en findings ii they decide tnat a PfOl)Osed gasllne � win 511fficJcnUy 

maximize the benefiu 10 the people ol Alasl<a ana l1lllfl1S issuance ol an AGIA lcense To,s 

document conSlltutes the commissioners' Anding and Oelemilnatlon. Following an oxtenslve 

...,.luation process and consideration ol public comments. the commissioners have determined 

that the TC Alam Projocl will auffidenUy maximize the benefb to Alaskans and merits 

Issuance of the AGtA license. 

'fl' 

Ea.ec.utlwSUfflffllry 

Benefits for Alaska of a TC Alaska Gas Pipeline Project 

The pipeline projocl proposed by TC Alaslal offers significant benoflts to Alaska. AlaSka's 

economy wil benefit from short-term construction jobs. but wiU benefit mo<e slgniftcanUy lrom 

long,term careers. as new natural gas fields 11re developed because the pipeline to markat has 

ooon bull! Alaska will 1>enoll1 from a 1>1pe11ne that cen bo oxpnndOd to occomm0<1111e llddltlonal 

n111uml 0111 supplloo thnl c:311 bt (h)dk:atod to moot 

l\laaka', onorgy nood1. Aluka Will boner« from a 

plpoliuo to<iff ""'cturo u,at maxlmlzos ,11110 

revenues, provides true open access 10 all polentlal 

Shippers. provides the lowest reasonable 

transpo,1alion rates. and accommodates 

expansions. AlaslCDns will benefit trom the 

0j)po11u,,11y lhe -re Alaska Projocl creates tor a ·y 

Druu1.. or the (ommltmen1, to 
expansion �•Id ,tal Oj)l!n acctn th.It 
w,ll open t� Nonh Slo� ba�h1 10 
com�u110n, ,� TC Ala$ka Projeet w,11 

gtnerate long·term jobs more 
effectively than ,�her an LNG option 
or the P1oducer P,oje<t. 

lino· liquelled nalurnl gas projod and tho "bullet lino· to Soulhoentral Alaska. Alalica will benefit 

rrom the potentlal for lower energy costs as natural gas Is made avallable to communities 

throughout Alaslul via off-tako points olong lhe pipeline roule and assoclAled spur lines. The 

construction ol a natural gas plpollne Is an exclllng slart to a now era In tho Alaska economy, 

0110 whero moro Alaskans have careers In natural gaa explOrabofl and development. where the 

Stale and its citizens enjoy a continuing slleam 01 tax and royalty revenues, and wtlore local 

enorgy costs aro roduced. 

Consiructlng a natural gas plpe�e will generate lhOUsands ol construction jobs that will lasl for 

th,ee 10 l0<1r years. Arter the pipeline Is operating, employees wlft bo noeded to operate 

com1!fosso1 st11dons and omor pipeline laclliUes. The domnnd tor skilled WOll(en1 trained to driN 

wells and b\lUd now production IIQilllles wYI Increase III lho ovRKAblllty of o path to mmkot 

enhances tho oconomics ot exploting for AlaSka's vost undiaco-ed gas resources. Bocause 

ol ii.I commuments to expansion and relit open access that wlU open the Nor1h Slope basin 10 

ocwrc>tWOn, the TC Alasq Projecl w/11 g-.i. IOnO·*"' Joos more lfledlW!ly lharl � an 

LNG opllon or tho Producer Project. 

The TC Alaska Projecl WIii noc 11teffere witll a smaller "bulet 1ne· rrom Ille NOfUI Slope 10 

Southcenlrlll Alaska. Ratner, moving both projecls fOIWard slmultaneoutly may p,oduc:e unique 

synergies. There are adequate amounts ol natural gas on the entire North Slope IO M bolh 

plpelines. Because or its smallef scale. lhe "bulet line· projod may be designed and 

l� 
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conllructod mOfe quickly than tho TC Alaska Projocl Tho two proJocts rnny p,ollldo bet1ofils to 

each other tho oonalrudion wOfk force may gal11 oxrorlonco wor"no 011 tho 'bulol lino: ond 

the TC Ala5k8 ProjDcl m11y 1111,act Oxfl(ll1• 10 mo 11010 wllo would not omorwlso lltl 11v1111111110 10 

WOik on tho 1Julot tw,o· p,ojod 

The TC Aloskll Projocl would not p,odudo on LNG p,ojocl. lndooO, opp,ov,no tho TC Alnskll 

P1ojoct wrll entu;nco the l)(OSpocls lor II suc:cosslul ·v Uno· LNG projocl os 11 will roduco tho 

coals, financing ChaHengos. and commen:lal 000(d1natlon Challongos unlquo to LNG p,ojocts. 

TC Al.lsta offers 10 construct Of transpon gos to o -V lino· from Oolln Junction 10 an LNG 

processing lncillty In Prince VWllom Sound II shlppors oJCprou sulflcionl dumnnd for thnl p,ojoel 

os the work on tho overtnnd projoel progrosws. 

The TC Alaska Project provldos sovorar opportunlllos to ll<ldross Alaska's noOd for low-cost 

_,gy. TC Alaska's p,opoS6d distanco-sonsrnvo transponatlon rates ensure that Alaskans will 

pay jllsl the costs lncurrOd to Ship gas wlU1ln Alaska. n,o TC Alaska Projed also offers I/lo 

polenllal for consltUdlon of spor lloes 1/lal will make natural gas availnb!o lo communities 

throughout the state Mos1 lmpot1anlly, oocause the 1,uo open oc:coss ond toriff prolllslons 

promote gas OJCplOmlion and doY11lopmen1, Alagk:tns w,11 l>Onofil from ml onvlronrnenl In which 

companies compete 10 meet Alaskans' energy nl!Ods. 

The cost ol transpol1llllon on UIO TC Alaska pipoli11e Qts ·tonff') wil proloct lhe s1a1o's lntorosts 

throughout lho yoars ol plpoline OPl)ratlon towoSI ro11sonoblo 1onns oro oastllllllll 10 on5uro 

genulnu open OOClllh nnd mnxhnlzo OJ)poltunlUos tor 

dovelopmont of l\laska'e NOllh Slope 11111ural gos 10&0urcos. 

TC Alaslca commits to lho roqulromenls of AGIA thal are 

deslgnOd 10 ensure the IOwest possible lariffs. 'Mlon loriffs 

aro too high, explo<Ot$ and deYOlopotS are discouraged from 

Investing In North Slopo nolurnl gas oxploralion and 

development Low latlffs inll)(ovo tho oconomlc:s of frnding 

and developing addllional natural gas resources on lho Nonh 

Slope, whlCh encourages addllional e)(J)lofabon and 

LowT,.,111� 

• Encourage exploration 

• 1nc-,�ase- long·ttrm 
employmem 
oppo,tunlll«-, 

• P1oduc«- higher 
re,tnuts to Ill«' SIA" 

• $treng1hen 1/w., 
Permanent FuM 

developmellt WOf1< lhal - prOWle for long-iem,, Slable employmenl for Alaskans. 

Low tariffs 8110 mean lhat the state can eam a grea1er ,otum on Ila natural gas re&0urces. As 

the ownor of lhe natural gas re&0urces. tho state gels a Sharo of the nalural gas prOductlon. Its 

·royalty" Share At a 10YC1relgn, tho s1a1a 1axos mo profit on nalural gas production. Tariff• an, 
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llOductOd from the m1Nkol price al 1'10 dosllnatlon whore lhe nalurol o•• It dollve1ed bofo,e the 

royally amount and production taxes Dre caieu1a1ed. This me11ns Ille higher lhe tlll'tff, lhe lower 

lllo ,0111111 10 Nnsko 101 Its nnluflll 0111111S01Jrce. lhtlllO retum, •10 1111 lrnpo114111 fuluro rtvenuo 

shoam tor lhe stalo 1J1111 can bo usod to fund govemrnont serlllces and capital projods, llofray 

Ille cost ol energy 10 Alaakana, and malnlnin the 11Tenglh 01 and pro1ec1 Ille Permanonl Fund. 

TC Alaska has cornmlltOd to 1ogula1ty expand ill plpeltno to meet the need IOf 1f8111j)011Jng 

Dddlllonot gas on reasonable commen:181 lerms. Thia It ossenllal 10 opening lhe North Slope 10 

competillvo natural gae oxplOnllion and developrn;,111 New oxplo<ets and producors need 

confidence 1h01 If IIIOlr efforts are succosstul, lhoy will be ablo 10 gel their nalural gas Into lhe 

pipe�ne and to morket al a fair rate tor transportation. 

Alaska's experience wHh TAPS (whleh Is ownOd by lhe Major North Slope Producers) 

demonstrates how tho torms of ownerShlp and operation of a pipeUne can adversely affect the 

stalo's economic lnlerests and the ellf)lorallon efforts of devolopons who do not own a Share of 

the pipeline. 'Mien tho Regulalory C.omrnlssion of Alaska reviewed the tariffs on u,o 

TronsAlaska Oil plpellf10 twenty-lllx yoars after 11 began to operate, II found lhol lhe 1111iffs woro 

oxcoslllvo. n,o Supe1lor Coull, and OY1lntuatty lho Alasl\a Sup,·eme Coul1. affirmed tho 

Commission's finding that the TAPS owners had colloded pipeline lartfla from lhippera lhat 

wero an avomga of 57 percent loo high. Decades of excessi.'tl tariffs reduced tho Slate's 

royalties and production tax, and hindered competilivO devetopmenl of the s1a1e's oil resources 

t>y no,w,w,,or eompanlo,. 

Alaska cannol afford 10 repeal lhe TAPS e,cpel1ence. The 51a1e must maximize development ol 

lho nalural gas resources on the North Slope to realize economic growth through lnaease<l 

jobs. revenues and other beneflls lhal w1n now from Increasing gas productlon. TC Alaska's 

commilm:,nta 10 a lower lal1ff Slruduro wll ensure that lhe stole does not repeal the problems 

oxperlonceo wllh TAPS. 

The comm!� rocognlz.e the Pl'OdL>0er Pr0JIICl may be pursued to cofllf)lebon outside the 

AGIA process and WIChO<II - fiscal c • u10,s. 1be Proc).,an haVe., � ID� 

lhoi" gas when • It reasonably prolllaele ID oo 117: lll,ay oo 110( II.ave an 0llig.a)or, to lranapott 

me gas through any particular projea. If the Pr0(lUCe( Project proceedS to an open season, the 

TC Alaska Project wou!d compele with the Producer Project for gas commllments. Howewr. 

the Produeers have staled that they need conceulons from the state to enable them to commll 

gas 10 IIO'f o•• plf>4111ne fllOitet AGIA IIH upatntarn lnoenuve1 to oa• commllled at the foitlal 



-n Flnclillp• encl DetonnlnallOn 

open season or tho AGIA project, to provldo 1118 stato 
with the benefits Alaskans require. The state will have 
opportunities throughout this process to ovaluato tho 
need to lncrnaso the value ol tho AGIA upstfoom 
Incentives. when justified. 

The TC .<Yaska Projoct of1ors slgnmcan1 benefils to the 
Slate and Its citizens. As a pipeline company which 
Increases its profits by expondlng Its system. TC Alask:: 
has tho Incentive 10 fostor trmoty devolopmont of tho 

&Kuti.,. Summary 

Awarding a lkense to TC Ala,ka 
will ensu,e that ,iny addrtlonal 
upstrcarn lnctntl�s art 
provided In exchAnge l0t th� 
beneOts lntl'•r ent in an AGIA 
project. In addltioo, awMdl11<J a 
li<ensr 10 TC Alaska rcdu<e, the 
hkcl1hood that the state will 
need to provide unw�oranted 
concenlon, to the Major Morth 
Slope Productrs. 

al3to·, noturlll Ill'• resources to tflOlr moxlonum po1on1iol, This olso sorve• mo siato 1n1oro,1, 
The TC AIRlkO Projod SOit. the atnge for on open and compellllvo Nonh Slopo noturol gns 
basin during and onor plpollno constn,dlon, TC Allltlkll ls unique In Its wltUngnoss 1n commit to 
adlons thot win t01Jll1e this fuluro, 

Background 

Development of Alaska's natural rosourcos ls the cornerstone of Alaska's eoonomy. Alaska's 
North Slope Is a wortd-dass natural gas basin. Reoent studies eslimate that there are 224 
trillion cubic feet ("Td'") of undiscovered, technically recoverable natural gas resources 
throughout the Alaskan Ardic. Of this amount. 137 Td are categorized as undiscovered, 
economlcalty recoverable resources. Those rosources are in addition to the approxlmately 24.5 
let of natural gas reserves within Prudhoe Bay plus O Te! 01 no1ura1 gos rosorves discovered In 
other e,clsilng rields on the Nol1h Slope, Including Point T11omson. Although u,oro has boon 
consldenlble debate about who st,oukl build o plpollno and who,1 II will bO built, lfloro Is 
unanimous agreement that Alaska needs a plpel,no 10 got its huge volumes ot notural gas 10 
mao:;et. 

When natural gas was discovered on the North Slope, Ille aean:h began 10< a wrr, to get 
Alaska's 1Ubstar.tllll noturnl gas ro$0uroes to market Stato and ledomt laws wore passi1d to 
en(OUnliJO natural g11 plpolino c;ooatructlon. Poton11a1 developer, Sl)Onl m,111on, of dollars on 
p1311, 80d atudlo# Mowovor. th'> IQw p(k:81 In m11um1 ooa mllfkl!ts 10111�11111.._, tho comm1111mnti, 
nec:euary lo support tho tre11"'11dous cost of what would be u,e largest constnictlon projed In 
North America. As dynamic Changes occunod in tho natural gas market within the last decade, 
the viabllity of. and Interest In. an Alaska natural gas pipet,ne Increase<: 

22 M1y2008 

AGIA 

Written Finding• encl O.llrmlnellon 

In 1998, when tho Stranded Gas Development Ad ("SODA") wos passed, the average price for 
natural gas In the Lower 48 was under $2 per million Brtt1Sh thermal unit (mmbtu). The first haH 
of this decade wu ma�ed by discussions of what type and amount of government subsidies 
and concessions wore needed to make the pro)od vlablO. Within Alaska. u,ose discussions 
came In lho context of controd negotiations condudOd by tho provlous Govomor and his 
admlnlstmllon with tho throe 1>1irnory oil ond ga, toaseholdors on the North SIOl)O: BP. 
ConoooPhilSps, and ExxonMobil ("Major North Slope Producers1. The debate surrounding the 
J>rOj)Osod contract contered on how muel1 valuo tho slate would need to tranafer to the Majof 
North Slope Producers and how mud, rtsk the state would be required to accept. 

Oy 2000. tM nAlurlll oos morkots hlill ch11n9od dmmnllcally. Tho 1vomgo pr1ce of notuml gas 
In Ille Lowor 48 was moro than $6 por mmbt.11. Largo government subsidies no IOngor oppoored 
n�n:iry t.o mako tho p1o)oct oconomlcally viot1lo In ndd"lon, tho 11tato hlld bocome muel1 
bettor oducotod on n11turol 0111 plpel,110 economics. Tho Stato loamed thot If It was not caroful to 
prolocl Its Interests, bllllons of dolar. In valuo could be tronsfonod unnecessarily lrom tho state 
to me Major North Slope Producers. These changes shifted the public doboto from what state 
concessions would be nooenary to what the slate government could do to most effectively 
advance the project and maxlmize the interests of Alaskans. The legislature did not accept the 
contract that had been negotiated with the Major North Slope Producers under Ille SGDA. The 
Major North Slope Producers continued to Insist that large concessions from tho stale were 
needed, without demonstrating the need for those concessions. AJaSka's natural gas pipeline 
pro)oct was at on Impasse. 

Whon tho Polin Admlnlslfallon p1oposed AGIA In omty 2007. it was ba&Od on tho under11anding 
that on Alaska natural gas pipeline project was oconomlcally viable and that tho Major North 
Slope Producers would continue their efforts to � "" 
negoUate commeidal terms 10 maximize their 

AGIA u>t's f"e market competition 10 
move the proj«t th,out)h the tuorent 

watO(lie politJon In Alaska 11nd obtain maximum 
,,_ from My natural gas plpollne project, To 
f)(OIOCI uie llate·, lnltfOSII, AGIA uHd frOi) 
marMt COmpefllion 10 move Ille profocl t111ough lhe \.. 

lm�ss.:. AH Interested compant•� 
wt,, ch9lble to propose any t� or 
projfct they dttermlnl,IJ to 11(' 
e<Ot101nic:1lly aoo ttclw1k.1Jly v111,1-

cunent impasse. N. Interested companies w.re oHglble to propoae any type of PfOied tJtey 
dotormlnod to be eoonomlcally and loehnlcally viable. The Major North Slope Producers would 
need to decide whether they were going to get the enonnous reSOM1s of Alaska naturel gas In 
the fields they now operated to market In a pipeline they bulb and owned, °' one constructed by 
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o 11\kd p111ty AGIA r,rnaumeo 1h!JI mo Mojo< Notm Slopo Produce,� wO\,kl ne1 ns 1u11!i0fml1lo 

commvrdlll plnyor& who would comply wllh lholr ll!llso ol>lit,allon� 011t1 11ru11e11i1110 111 :, projot.1 

wllh posillve oconomlca. t u111te1mo10, AGIA oatobllSllod 1h01 II lnoonllvos nm ,.,ovidod 10 o 

natuml gas plpolloo projOCI lhlly 1110 !)Ivon 111 oxchr,ngo for gonuino opon 11ecoa. ond ot11ur 

provlslon1 neceuory 10 PfOll!d o,o stoto'1 lntomslf 

AGIA e.-ablishod o comput,t,vo proooss to ollow componloa 10 compoto for II Noo,11,(j. 1 ho 

companies subm�ting applicallons 10 conslruel ond opomte Alaska's nolural gos pipolino wero 

roqulrod to commll 10 mo lorill and O>Cp11nslol1 1orms lhol woio doslgnod 10 prolOd lho stalo's 

lnlorests and 10 dtlvelop tho stato's oco110111y by providing ompk)ymont during ltto co11struellol1 

of tho plpoUno end (ll\OfO Importantly) ;iroviding IOng,torrn caroora ln a now notuml gns 

oxl)IOl1tllon ond dtlvolopment industry. AGtA was bosod 011 tho undorslMdlng u,01 com1Jo1,11on 

could dtlvo companhls 10 make lhoso commitmMIS. AQ who rocognlzod IMI tho projocl 

4!<:0nomk:s -o positive would compete lo, mo commordal opportunity 10 build 1110 n111um1 gos 

pipOtine and oam somo of u,oso profits l°ho compot,tlon w11s open to uvoryono willlng to 

Of)Of8lo wilhln the pammotora ostobHshed by u10 AGIA ·must hlMIG." All compotttons. lndudiog 

natural gas 114pofintt wm11w1le1, n111uro1 ons l)foduce, 1, and LNG projeela wore ,11loit� 10 

C.Olfllllllll 

In oxchango 101 tho commitments roqulred In AGIA, tho A111sho 10gls11111iro 011orn11 n pnellago of 

Inducements Thoso includo roimbursomo11t of up 10 S500 million of tho cosll lncurrod 10 

Obllin a rogul11t01v npp,oval from u,o Flldernl Cnoroy nogolalo,y Commlsal'"1 ('FERC") 10 

COl\1111\JCI O piflol,no, on AGIA p,ojoct coorOlfllllOI to IIICIUUlte 1110 proco1111. and II IIJ.lblfl 

p,oductlofl tnx mto 101 ton yenrs nod ftMod roynlty v111t1111ioo mot11od1 to anyone who commltlod 

10 purehn$O capacity 10 11,1;, noturol una 0,1 1110 AGIA onstino durlno 111 fir�• bln<llng opon 

SOOIIOf\. Tho loglr.tnturo rocoontzod tho ,11110'1 Yitul lntoro111S ln onoouroglng 11iplo111Uon notd 

dOvelopmenl of Alllska's nn1um1 gas rosou,ccs by onsurlng o gonuino Oj)On ocooi.t plpolino nnd 

tho towil�I reasonable tn1n1portatlon rates AGIA llconse nppllcflnls woro required 10 commit 10 

a hlfln strucluro IMt WOUid usuro lhO IOWe51 f)O&$il>IO trllllSpofUltlon 111101 oncJ Olfpon.ic>n tdtlllS 

10 encout:lg6 nalUfllt gas explorer. ana prospeolvil owelOp«& to �· 10 11,qiloto IOr ancJ 

develop Alaska's N01111 Slope natural gas rto$0UrceS 1111<1 l>llng ltlem 10 ma,1<01 Tho IOglSlalura 

made tho lncJucornonts avaltabte to an AOIA u_,_ tt the tice:isoe would ogroo to moot tJlo 

requlromonta ond make tho commitmonll lhat lho logl&lnturo dlH.11ood nc«1ssruy to protect tho 

11a1e·1 lntorosta. 
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A ROQ11011 for Applications ('RFA") was rnlealed on July 2. 2007. Applicallona were duo 

NOVOIIIOOI :w, 2007 flto lll)JlllCllllor,, COYOll!tl a Y11tle1y Of p1oktct1 l11Clu(fjng l>Olll overl!lnd 

nnlumt uoa plpetlnes anti LNG 11:ojed1. Ano, a thorough review, only lh• •ppllcalion from re 

Alo•ka w .. found 10 hnve mot OIi the threahokt llf}pllcatlon •compl01ono1a· roqulromonll of tlitl 

AGIA statulo and RFA. M11ough nono of u,e 111>Jlllctllo111 propo1tr1Q 1111 LNG 1pp11Qitlon was 

complOte, the commlssionora nel/Oltheteaa comp«od several LNG opllon1 w•h lhe l C Alaska 

Projocl before making o dedllon due to tho nood lo reaolvo the 10ng,1tandlng public debate 

over which route is preferable, A public review process was held on lho TC Alaaka applicallon, 

oncJ more than 350 public comments woro recolved. The comments wore consldorod in 

ClovolOpmont Of U•• Findings and are summatl1.od in AppondiK A elong wllt1 rosponsos. 

Tho commlulonera aSJornbled a team of oxporls to 111ovklo analyalt to help tho cornrnlnJonors 

uvoluale the TC AJaslUI appllclltion, o,mmlno LNG options. and rovlew the Producer Project 

n,e loam included numerous ox1,er1s whoso names ond conttlbutlofls au1 pre1en1od in Chaptor 

2. TIIOir repoits, compilOO one ottoellod BS Appendi<:01, wore ovakulled In dovoloplng those 

Flndlngs and D11termlnat10n, 

How a Natural Gas Pipeline Project wlll Progress 

Con1trucll0t1 of Ii na1urol gnt plpelino lo t11ln(I Nnskn's natural gar 10 m11k11t 11 o 0011,plo� 

unaenaklng, Thora os no alngto ovont that will ta!;'! me ato10 from not hllvlng n plpolino 10 having 

o plpellno Rather It Is a IOlkll of 11ep1, spnnnlng a number of yours, wllh oach llop at'lcteling 

u,11 m1xt ond roqultlng atg,,iflcant oxponcJAtur11s eone11mar1ta denne lheMI 11epa, and at Hell 

one A pipeline developer mull ,,..evaluate tho projoel economies and dodde whethM to 

proceod, A aucco11tul Alaakn 1111uml gas fllpeline requlros much more thar. a propo,ot to build 

o plpo1in11: It roqu.ro• a company lhal "411 movo Ito rough 011ch OI U1e a1ops 10 a,mpletlon 1 ho 

111m1·, ovnlunllofl proc.oss consldored how likoly II 1, Utat lho TC AIHka ProjKI. vnrlou& LNG 

options oncJ t110 Producer Project w.N complolo lhe progroaslon rrom an exciting Idea lo on 

oponitlng l)<poMne 

TM ,11-s,kwNTC-"bstaPR,jeclls-dAl'AG.A- Thal _ _. 

TCAa&Sb1�t10-11FERC'*1dlc;ale�M� TCN1$U..,.;,;:)C 

earn llllf revenues until notural gos begins lo !low Ulloogh lhe pipeline, IIPP")Jdmet-"f..,, yffnl 

anor an AGIA lie.rinse 11 awonlocJ, In excnange f01 the atoto's commitmont match of up lo S500 

miltlon Of the 00111 01 talung tho p,ojed through FERC certlllQtlon, the alala geu • commitment 

ES.t 
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Wrltlon Finding• and o.termlnalion 

from TC Alam 10 move lhe p,ojed lo.ward to that benchmark. TC Alaska lms committed to 
submit an applk:otJon to the FERC by Oeoomber 2011.1 

All8f tho AOIA lic:enso Is 1111ued, tho noxt stop tor TC AJaaka Is hot<ling on op1111 soason, Opon 
season 1$ the term used In uu, notu,111 gas lnduat,y to deactlbo tho prOC'-lu II plpotlno buitdor 
usos to &Olidt firm Shipping commitments for natuml gns Pr0<k1cors thnt oommlt to ship natuml 
gas go1 roseMtd c:a1Jaci1y on tho plpollno and llxod 1ransp011atlon mtos 1 ho 1llpollne oompany 
gela commitments 10 transpon natural go.s that will hOlp it finonco construction of tho natural gos 

pipeline. 

A natural gos pipeline unimately needs 61llpplng 
r The commll\k>ntfl' Matv�,� " 

commitments to be MJOCOSSIIJI In order to nttmd 
shipping commltmonts, 11 l)(ojoc:t must provido roslUvo 
economic opportunity tor g&t 111,1pper1 n,o 
commlsslonors' onolysls tlhOWS thnt tho MnJor Nonh 
Slop,t Producora con oxpod billions of dottora In proms II 
they commit gas to tho TC Alaska Projoct 

V\OW) IMI th� M,IJ<>I N(lfth 
Slop,, l'100U<,1i t,m r,cp,,ct
bllhOt\\ Of dollD1, In l'IOtit) If 
they lOmmlt gni to thr TC 

, Ald�k,> Proie<t. 

Aller an open season, rogardles� of results, TC Alaska wiU apply for a FERC cenmcate An 
inte<Wttti pil>@tioe mull h111111 a Cllflifocnto of 11ulllle aonvonloooo fll1<1 nOC<!aslty from rrric

""Ion, <.0t11l1uC1ing now Pti>ollne l11tllt1101 Amo110 011101 things, 11:HC 1ovlows tho projl!Ct, 
nJ'l)rovea mo p1oposed tariff uurns. oncJ Mia 10(0tl1110 mto, 11111M!d 0<1 Its 1eviow or mo co,11 01 
construc110<1 end op41111Uon RtlCOurso ,atos 1110 ovoiloblo to on st11pl)4)1a, bul any 001111,any 
wiling to commit to ship a deli11e<I volume for a speclflc peood of limo can negotiate better 
terms. FERC commonly opproves nogoUatod ratos. FERC has tho authority to Impose 
cet1fficato conditions on the plpoline oornp11ny that 11 botioves oro 1u;CQsaary 10 11rotoct tho pulllie 
int1118't 

The p,opo54Kl tranlf)Oftotlon rolos dosa,bOd In TC Alaska's opplicatlon aro a roasonobkl first 
step In ollocntlng tho risks and rewards 11mong tho pllflios who win be lnYOlved in l!lls p,oJec:I 
However, nothing in the AGIA hcense p<events the Nte from protecting ks 1n1oreS1S in front of 
FERC by arguing tor drflerent terms As the l)(Ojed moves f0<wanl and the project C0$1S and 

1 "'m Applc:adof\. TC Math.,� thb Mid 01.het ti.id on t�hliine 1tw: AG&A lk�w b't Aclft.l t. 100I Aaordiftiie t'o re 
Ald.-a. if the lkit'tM h ilwed a.tet thi:l .,...,, the.M d..tet m•y ftffd to I• Mlju\ttd. �. tot HM of ,.ttr�nc.e In thin, 
�-- wi1 COM.,_. lo tdtt 101N °'"!Ml d.61itt U'M!d t,yTC AAl\,h1 ll"f lo APt'ilr"Mlon 
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oxpedod revenues aro bettor defined, the negotiations between TC Alaska and polentlal 
11hlppers will continue U, eftor they h11ve negotiated their cost of transpollollon, the Majof NOf111 
Slopo PrOduCOfl can domonatrato mot aomo change In tho stote·, ft11C81 rogtme 11 neceaaaiy to 
onatllo thom 10 earn a fair return, then the l90illature COIi consider d1ange1 to the 11a1e·a fi1e111 
1ysto111. 

Anor o FERC cortrllcato Is aworded, the complex process of pipeline amstrucilon beglns 
Because of tho romote IOcatlon and largo size of lhls plpollno, the proced of ordering matlHlals 
ond bringing them to 1110 silo win require ex1eoslve logistical planning. CoostructJon of the 
plpoWno ond the assocl11t0d processing p1:int will take at least three years. 

111roughou1 11111 p,ocoss, TC AlllilUII will continue 10 ovatu11te II thoro Is domond ro, moro 
capnclty In tho plpellno Capacity can Ile addod by lnduding llddltlonat compfOHOf stations 
('con1111oaslon·1 or adding pomtlel pipe (10oplng'), Aa additional noturol gos fields ore 
di:<eovorod and brought 11110 producllon. tho TC Alaska plpellno will add capacity and continue to 
croolo more jobs In Alaak/l's noturol gos Industry. 

TC Alaska Project Proposal 

TC Ala•kll propo1<11 to t>uild a 46,fnc;ta diamt1111r, higl1·r)fo1sure plp.111111 capatilO ol carfYll)CI 
IJOtwoon :i !l rrna ll O bllli()l1 cublO IHI por di,y (llCl/d) 1 ho p1ojoel wOUl<l run I, 71 G mite a hom a 
natuml gaa lrflotrnent p111111 ot Pmdhot Oay on the NOtth Sl0po to Interconnect with the A111t1111 
I lub In Cnnodu This It tho socond tt11ge51 natu111I gos tmdlng oontor In Nol1h Amorlea, which 
lnterconnecls with plpolines that cony more than IO bd/d of gas Into U.S. markots. The Alam 
soctlon win be approximately 750 miles long wllh six compressor stations at sta11up and five 
notu1111 gas dotiY8fY points In Alaaka 

mo not p,.,Hnt valoo ('NPV') calcu111Uon 
(t\olhOdOIOgy UIM!d to 11$$0$1 TC AIDSkU's 
apploc:atlon allows lho State to conslstentl)' and 
�tly asseu ill future value 1r1 C1C1Cm1CW1 
tenns S-se TC Alaska's applic:abon, Ille LHG 
opoons, and tne Producer Projed are � oo a 
variety of 11sstunpllons and projeclions. h ls 
esS8fltial to use oommon terms to 81$0SS the 
Impact, of lhese assumptions and proje(:tlons on 

Net 1'1c>rnt v.,.,.. - Nl•V II Oil 
e<onoml( c�lcuflltlon u�d to 
dett,min� the v,>IIJt' of :O•lQ•ttrm 
pro]Ku. II re<ognlzes that a dohr 
l� IS worth mo,e than a � in 
lhe futu<e. Fun"e rncorne (ot "IM't 
vatu.!1 k measured tr, IU ·pr_.

valut thlough das<ounong. The NPV 
cakuf.ltioo allows ass,,ssm,,nt or
profits that writ I><! spr�ad IM!t 
decadts. 
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uie value 10 mo state. v.\lh tho bAslo oaaumpllona ronoorod Into common torms, tho atato con 

ovaluato wt1ethor tho TC AIOsko Projoct sorvos the beat intorosts or 1110 s11110 ond comporo II to 

LNG options and tho Produoor Projecl 

Tho path offorod by TC Alaska's pion Is 11�01y 10 auccood. TC Alnstw provided n work plan thol 

Is 1ocr,,,ic.11y re11sonobl0, fonslbto ond spoclllc. It 111Cludos tho uso 01 tochnOlogy 11101 

TransCModo Is now using to opornto plpc)linos In dimatos allmMnr 10 Alllllka'w n,o sc:t1odul0, 

lndu<l•l1J 1110 llnllrl1J of US M<l Car111<11111, rogutr,10,y n1)1)rov111,. la nor,,016lvo bul rn1111oru1bto 

and 1tl)lllc>p1111111 1 rM.Cmu,011 hr11 thu finonci.,1 111>1li1r 10 001111\IJulo O(llfilY to 1110 pioj,Jcl n11(l 10 

oblllkl lho fi111111cl1111 nOOGtsnry 101 00111lluctio11 1111111C1111n<Jn hlls 11 ,1,ung ,ooortl of 

perlonnanco In <klllillOping omor lllrgo projects ond a posltlvo rocord of lnlogrtty nncJ bulllnolll 

ethics 

lllo C:Onllfllli!IOOl/f"' (1150 C:OOtli\fl!ll)(l wholhOI 9111f'ido111 n111t111� yn, ok1SI� Ou lho N01th C1<11J1J 10 

Iii the capocity of TC Mlska's proposed plpelne 10( 25 yoars. Alaska has enough natural gos 

resources to fil tho TC Alaska plpelino for 25 years 

and for decades longer. This Is true ovon though 

Point Thomson natural gas may nol bo available 

for any projecl during its Initial years duo to tho 

oporat0f'$ failu10 lo develop tho Point Thomson 

Unit in a timely manner, and tho slgnlficanl 

potential that tho Unll must first be dovolopO<l tor 

liquid coodensato and oil. Tho unavollablltty ol 

Point Thomson gos, however, Is moro tlmn offset 

by lho unique profitabilo1y of the natural gas at 

Prudhoo Bay. In fact, despite tho unavallability of 

Thr st3lr and tilt Majo, North Slope 
Prodl!<ers stand to rK,1111' 
slgnlflcanlly positive c,uh flows and 
NP\ts from tht Projtct e\11'n If the 
Prudhoe Day gas � the only gas ,�, 
produced on ,� North Slope. If, In 
Mldill0t1 to t� Prud'- Bay g�s, 
n11tu111I gas lrom Alask11's 01hN v11,1 
h!SOUrces IS ,1lso p,oductd (in<lud,ng 
Point Tho,nson 9as-whld1 Is �ry 
hkely), then the Projttt will be even 
more profitable 

Point Thomson gas. lho 11a1e and the Major Nortt, SIOpe Producefs stand to rocelvo 

algnfr,cantly pos,'llvo cash nows and NPVs lrom tho Project own If tM PrudhOO Bay gas is the 

only gas o- produced on tho Nol'Ul $!ope. If, In OddrtiOn to tho Pn,<11100 Bay gas. natural gn5 

from AIDskll's other vast rosources Is ali;o produ00d (kldudlng Point Thomson gas-wt,lcll 11 

vo,y �kely). thon lho Projecl will be ovon moro profimblo. 

Addlllonatty, tho oommlsSlonors considered tho claim by tho Mojor NOf1h Stopo Pro<lucors 1h01 

TC Alalka cannot fl\lcceed boc:auao of u,o risk thlll, If 11 builda tho Pro)oct. It would be suod by 

tonne, p.o,1tnor. that worked w,th otht!f TransCooodO offlt11110, 10 try to n:1v11nco on Alnalul 

AOIA r, .. .,. ... _..,, 
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gaSlltlo project more lhan IWo <IOcados ago AS discussed in Chapter 3, lho commlsslonons find 

u,at I.he potentlal cfalms against TC Alaska and ua affiliates are oxnmoly weak, and thBt tho 

Producons hovo lolled 10 supp0f1 their speculative lhoory. As a result, tho commlsslonors 

coodudo that the risk 01 Ullgntlon o- this Issue dOOI not p,esoni a significant ba.,ter to tho TC 

Alaskfl Pro)er.t's llkf!llhOOd ot suooou. indudlng 11$ ll>iltly to obloln 11nanck1g 

11,e commorclnl tem,s proposod 11y TC Alam ore reasonable. TC Alaska's plan for m1tnl(llll1J 

coat ov11111111, win rO<Juce tho rl•k 101 t111f>po.-• or 11111n 1t�11•�• lhe ,c AJa,u p.-Ol)Otal 

llfOvldOI Ill@ M8f0< NOtlh SlotHl ProdUCOfl with MYOIIII IU\Jfllficanl com111Mdol OJl$)0t111fllll11t 

11,oy oan oonatruct and own 1h11 UH lft!llment pta,11 011 tho North SIOf)o 11111y can also own 11t1 

equity shmo In thO TC Alaska ptpollno. Funher, tho torms l1lDY t>ocomo oven moro attractlvo 

th1ough nflOOtlatlon1 with th& Mnj(lf N<Hlh SIOpe P10ducor1 

AllllOOgh 011110 1111 p,ojecl risk•. IIO!le Of them 1110 el(/nlffc,onl enough 10 outwelyh tho 1 C Allltke 

l'ro)oc:l's Mkellhood of succoat Natural gas prices r 
The commlu�" antklp.itc that the 
state's current fiscal structure wlll �llow 
c01npanle� that develop North Slope 
gas and transport It on the TC Alaska 

are not fikoly to clOcfine enough to make tho projecl 

unoconomlc. The rtsk thol lllere a,o inllUlliclenl 

resources on the North Slope to fill tho proposed 

plpolino Is low. The oommlsslonO<S antlclpale that \. 
pipeline to earn a slgnlflcant p,ofot. 

1110 state's current fiscal structure WIii allow companies that dove!Op North Slope gao and 

transport h on tho TC Alaska plpoline to oam a algnlllcant profit 

Tho TC Alaska Project Is vlablo. TransCanada has aucceastully coosll\lded many natural gas 

plpolinos ond now oporatos 36,000 mites of notural gos pipelines In N0<11l America The TC 

Alaskn Projoct will provide positive oconomlca to tho 111110 and lodoral govornmenis, tho Major 

North Slopo PrO<lucors and to TC Alllska, 11 Is Nkely to succeed t>ocaueo au of tho stakeholders 

will benefit from success and risk IOslng a IOI if lhe projoct fais 

Alternatives to the TC Alaska Proposal 

There _. no applic:8110n1 lound c:omc,IIKe - proc,osec, an inSUlte pipeline and �G � 

In addibon, llllhough 1M M..,ar Hot1h SIil� � Cfl<l llO( subn1il III AG&,\� BP 

Dtld Conoc:oPll,l,ps recenll'J annoullQl(J ui.t Producer P,oj,oct To hejp detemwM wllolh« TC 

AlaslUl's pipeline proposnl maxlmlz.•• benolill and Is In Ille t>ost intoresc of Ille 111110, the 

comml1slon0fl evlllu"ed LNG p1'0jllct options from tho Nortn Slop;; to 111 LNG plant In Vllldoz 

and me Pt� Project 
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The LNG project optlOns e,camined wero guided by u,o LNG project proposals submlUod under 

AGIA. Under Ille same assumptions used to analyze tho TC Alaska Project, all LNG project 

opUons resulted In less value to the stato and tho Major North Slopo Producers. Nthough an 

LNG project would be able to tap tho hlghor pllcos, that wo oxpoct lo be available in tho Asian 

matltet, tho LNG projo(:11 hllVO slgnificanlly hlghor cosis and thus result In lowor NPV to tho 

state or Maio( Nor1/1 Slop0 PrOduoors Tho commlaslonors· anolyels doos not rovottl 

comparative benefits In elthllf timing or cosls associated with an LNG project. 

Even ii LNG hnd demonstrated comparable NPV to tho TC Alaska Pro)od, tho LNG pro)ods 

would 11UI not bo proforablo to tho TC Alaska Projocl. Tho commlsslonora· onolysls ,ovools 1h01 

LNG projecis havo o much lower likold1ood of succoss compared to tho TC Alaska Pro)od. An 

LNG projed win laco unique finandng and 

c:ommerdal challenges for sovoral roasoos. Theso 

include the need 10 negollato multiple and 

concurrent agreements for the purchase. plpo 

ltanlf)Of1, llquoladlon, shipping, ro-ga5if,callon, 

and sate of natural nas. An LNG project also laces 

The pr1m.iry markets for Alaskan LNG 
me In ASIII, thu� nn LNG project would 
not address North Amerlun energy 
stcurlty and llkely laces signlr,cant 
pohtlul oJ)J)(»ltlon to e•po,tlng the 
ga.. 

slgnlllcant chalklnf,OS bocou50 1110 Maio( N011h Slopo Producers hovo mado II door lhat 1110 

Asian market is not tholr prolonod markot. In add�lon. an LNG projod wltl loco slgnlf,aint r1sk 

of no1 being permillfld to export tho gas to Its primary morkot in Asia. 

The gas quality (spodfK:Olly, roqulromonts for higher heat content) required to fulfill long-term 

contracts to an Asian buyer Is likely to preeludo tho devotopmont ol II polrOchomlcal Industry In 

AtaSlta 81fll0Clated with on LNG project Somo f)IOf>llno c:an bO rornovod from tho noturol gos 

alfeam to moot Alaskan energy noods I towovor, tho 01h01 noluml gos llqukls would nood to 

remain In tho stream 10 satisfy the expected contract requirements of tho Aslon market. 

In addition, LNG fll'ojedS create concerns about gonulno open oc:ceS5 at tile liquofactlon plant 

FERC cannol lmposo open accoss requirements on a liquela.:tion planL Just as plpellne tonff 

terms can create disincentives for el(J)lorallon, so can the pnx:esslng terms at the Nquelaciion 

planL The laek of genuine open access at tile tiquefadlon plant will increase risks for explorers 

and Wmit the Incentive for new natural gas explorallon and development on 1he NOl1h Slop0. The 

c:areer oppor1unitles and revenues associated wtth future development and expansions oller 

great value to Alaska; the imitations on those factors associated with on LNG projec:t mako it 

lass atnc:tlve 

r11 14 

When compared to 8R exelusive LNG projeci. tho 

over1and gosline project proposed by TC Alaslla 

provides an opportunity for a suC1:essful LNG •y 

line· pro)ocl or ·spur line: The tlkellhood of SUCl:8SS 

of on LNG projoel Is groolost when it Is construc:ted 

01 o "Y line: 

r " 
ApprOVlng the TC Alasl<a Proj«t wMI 
enhance the prospects for a successful 
•y lrne• LNG project as it will reduce 
cosu, financing challenges, and 
co111mercllll coordln.nlon challenges 

'"
ur\lQUt' 10 LNG. 

The dynamics of a producer-owned and operated pipeline are vory different from those of a 

thlrd,porty owned plpelno. An entity 11101 both produces natural gas and own• tho plpelino. like 

tho Producer Projoct. onms revenuos through .alos of natural gas llllll shipment of the natural 

gas. Suell an enUly Is nol necessarily as driven to keep costs tow-a producer who owns a 

plpollne and the natural gas shipped through the pipeline, Is essonUally paying itsoll to ship 1he 

natural gas, and so Is less sensitive to the transportation rate. And boc:auso they own or 

produce tho natural gas, thllfo Is n reduced economic driver to explore lor Jnd dovolop 

odditlonol resources until such limo as It Is necessary to maintain shipping volurnes 1/\rough tho 

plpoNno. As the stat:,'s experience wtth TAPS has shown, combining pipeline and shipper 

responsibilities can harm the state's Interests. For many of the50 samo reasons, the Producer 

Projod suffers u,e risk of being atolled by anti-trust Chollenges. 

Any Alaska notural gas plpelino projod c:on procoed without state assistance. AGIA Is nol lhe 

oxctuslve vehlcte lor construdlon of an Alaskan natural gas plpeNno: rather It wos created to 

onsure that a natural gas pipeline Is constructed that meets Alaska's noeds. II was not designed 

10 J)fOcludo 1110 Mnior North Slope Producers from owning and operating tho natural gas 

plpollno. lnstood, Its goal wos to ensure IIIAI ii they did, lltoy would act like an Independent 

plpellno company ra111or mon nn lnlogmtod gas producer and plpollno cornpany. The state's 

Interests would be protected through commerdal tor1ff terms that ensure the lowest possible 

tariffs, guarantee genuine opon access and expansion of tho pipeline to encourage conllnued 

development of Alaska's vast natural gos resources. 

On the day before the AGIA appl,calions � due, ConocoPhillips publicly announced their 

dieslre IO punue a natural gas pipeline OU1Slde 1he AGIA process. NegoUalions of fiscal 

coodtlions -e a pre-condillon of tnOlling forward with lhe project. The adminis!ration chose to 

conllnue the competitive AGIA pn,ceA in f•vor of exws!Ye negooalions R--,, BP and 

ConocoPhijlips announced !he pursuit of anochef natural gas pipeline project: ·0enat1 "' • the 

/\law Gas Pipeline· (·Producer Project') Negotiations over IIICal condlllons are no longer 



-n as a pre-condition of forwatd movemonl, bul ore now seen as a pro-requlsJle to a 

wccessful open season. 

None of Ille lmpotlant c:.>mmen:lol tenns of lho Producer Projed ore doflnod and, unlike TC 

Alaska, lhe Producer Project makes no ontorcoable commitments. Thero Is no onlol'coablo 

commitment 10 adhere to lhelf staled timollno or to 

acnleve addillonal milestones. such as applying lor 

a FERC cer1lfir.ate. There is no inlo,-malion on lhe 

IMffb the PrOducer Projed would offer, let alone 

en enforceable commltmenl l.o prollido genuine 

open acceu. Thia makes the oplioo curronlty 

" 
None or the lmpo<lllnl comm�1cL11 
1,rrns or Ill<' PrO<luc" Projt'Ct M, 
dcf!Md and, unl1k, TC Alaslta, the 
Produc,, Proj«t mal<ts no �nforc�ble 
commllmrnts. 

pro .. ,,100 by 1110 PrOdueor Project eX11111001y rltky 10, lho ,1010 1110 Producer Projoet woa 

offered oulside ol tho AGIA prowaa, nnd may conllnue In pom110110 TC All1skll'a 11no,1s. 

Some hovo suggo1led tho! U10 sloto lhould ·snvo· Its $500 mlUlon, and oxelu&lvely JlUlllUO the 

Producer Projec:I miner than the TC Alaska Projed. However, no company would tum down 

S500 mllllon unklas ii expoded to oxll'IICI even greater concessions lotor horn tho �1110. Indeed, 

during the $GOA process tho Major North Slope 

Producers ooman<lod the state provide bUl;ons of 

dollars In foscol concessions-for more than the $500 

n1illioo provide(! under AGIA In odd,llon, tho 

PrOducers demanded numerous olher concessions 

which would havo required the s1a1e to rollnqulsh o 

large pottlon of Its aoverelgnty. Thoro Is no reason 10 

expect BP and ConocoPhillips would nol demand 

limllar concessoons if tno stato rejects tho TC Alaska 

appk:atlon. In addition, these objec:lions 10 AGIA Ignore 

In i"m, Im- TC Alaska Proj«t wlll 
enhance the llkcllhood c,f success 
or an LNG "Y line• project. 
Fa<ll1t1lf119 a •y hM• m�y p101Kt 
the state agalll\l rutull' price 
ct,ange\ In North American and 
LNG ma,kets. Th!' Produce, 
P,oject, twocause ol lu "ndefined 
commcrclal trrm�, offer� 
enorn·,ous rlskl a,ld unce,uln 
ocwards to Ala�a 

the fad that the state wil rec:elwi nunierous banefota f<>r the $500 mlllon, indudinQ lower mtos 

tll;it more lhon offset the $500 million and onro,ceaole oommltmeni. to move tho projoc:I 

IO<War<I 

In sum, the TC Alaslta Project will enhance the fikelihood of success of an LNG ·y line· projed, 

Facilitating a •y line· may protect the $1818 ag'linst future price changes In North American and 

LNG martcets. The Producer Project, because of Its undefined commen:lal lerms, offers 

enormous lisles and uncertain rewards to Alaska. 

UUay:OOi\ 

AOIA 
-n Flncllngt tn4 0.IOm,ln.tlon 

Summary of the Findings 

• The TC Alask<1 Projecl Is economically viable. Al eJq>OCted natural gas prices, lhe 

project wiU generale blh,ons ol doUars and substantial tewards for Alaskans, lhe 

Major Nor1h Slope Produce,-, the state and federal governments, and TC Alaska. 

• TransCanada has a proven track record In pfpellne deslgn. c:onalrudlon, and 

Of)Oralion and currenlly operates moie lhan 36,000 mlles of gas pipeline In Nof1h 

America. II has the financial resources to meet lhe chalenge ol financing this 

projed. 

• Tho 1 C Na1k1 Projed plnn la 1ochnlcalty sound and folllliblll, end the projeel 

"'•oduto I• IIPl>'Opliatoty aggrossl1111 but reasonable. 

• Tho e)(lremely positive economics of TC Alaatta·a Pr..rjed, combined wllh lhe legal 

ond pollllcal conlox1, provide 111voroble condition• for allrodlng $hipping 

commllmonla for 1110 project 

• Overall, the TC Al11ska Projec:1 ls likely lo succeed 

• Exeluslve LNG projec:I options would most likely resun In IOwor NPV to tha slale than 

tho TC Alaska Pro}ed, would not e11slly accommodalo expansions and the open 

access 1onn1 I.hat would cause more long,torm jobs to be added to Ille stale's 

economy. and have a IOwer fikelihoOd 01 success than the TC Alaska Projed. 

• A ·y.,.1ne· addlllon 10 Ule TC Alaska Projoc:t Is more likoly to succood than Oilier LNG 

projed options 

• The key for adding long-term jobs '°' Alaskans Is a pipeline that encourages 

exploration and development of Nof1h Slope natural gas. The TC Alaska Pmjed 

makes logally enforcelll>lo oommltn-ts that will resun In such a plpt!line. 

• Alaskans noed low-coat energy. Thia can be prollkled by an Alaskan gas plpellna 

projed t.llal has a low lnnspo,tallon cost (tanlf). Is commilled to �nslon 10 

llCCbmlllOdate new found natutal (1<1$. provides accen for na1ural 0115 oll·lalr.e end 

'9Ur lines in Aluta, ensures lhal natural gas dellvwed In Alaska only pays 

lr.mspOr1alion aists lor the mileage thal lhe natural gas has lmleled, and results In 

maximum ,.._ IO the state and its Ollzens. The TC Alaska Pmjed meelS these

ot,jec:dws. 
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• The TC Alaskli Projoc:l wtl no1 predudO conslruclion ol a smalk!r plpclino from lho 

North Slope IO Sou111een1r .. Alawi. Issuing a license 10 TC Alaska may in<:01ase lho 

kkeloh<!od tha1 plans for a "bullet l,no· « ·spur �no· Wil become realily. 

• Simila, lo the faoled SGOA conlnld, lhe Produc;or Projed Is no1 guaranteed to 

continue to a<tv11nce lho projoc:I to construdlon « even FERC ceftlficatlon and wilt 

kkely require undefined concessions lrom lho stale. Similar 10 TAPS, lhfl Producer 

Project Wtll �kely re1ut1 In commercial u,rms lhal do nol pro1or1AJ111k11'11111&111611 

""' IC IIIIH� l'roJq(.I fll!lvidffP (lj)fll)tlUr' .... fo, &lg111flca111 f J1C){luu,1 OW!IOIShljl If 

IIHI IIUllo •lel•AmltHIS thnl llddllJOllnl <.otl{)4rUIOII• 1110 nll9ded, thoy CIIII be lldlfe<l 10 

the TC l\ltl$lul Projoc:I 10 en1uro 1h01 nny co,1cessloo1 rosull In a JMIM!llno 111111 

mulmlzas benefits f« Alaskans, 

Detennlnatlon 

The commissioners found TC Alaska's application to be compkllo and "1 compliar.ce wilh lho 

AGIA stalute and Requesl for �lions Folowlng an oxten!:lve evaluation process, the 

commlaionars del11tmlne that the n111ural gas plpelill11 projoc:l lrom tile Nonll Slope 10 Cano1111 

proposed by TC AlaP.a Is 1118 projoc:l lhnl w,I 10ll'idonlly nml(tnlile Ille l>O-nonts 10 lho pt,Opli! of 

lhis stale. The commlssloneB furlher detormlno lhat tho TC Alaska Projoc:I merils tho award of 

a IIC4!nse under AGIA. These Floc:tings and Oelormlnalion wll be submllled 10 tho p(eskling 

om-,s Of each house Of tho Alaska Legislature for app,oval of lhe license. 

The license wol be Issued 10 TC Alam as soon as pradlcable anor the effective dale of a bin 

approving the license proposed by the commissioners. If a bil Is not passed within 60 days of 

the dale tha1 the legislative l)(Oslding officers receive this De1ormlnation, the commissioners 

.. Ill)' not Issue the proposed tlcense and may request new applications. 

This Eoalli,a Sunvnary pr•- en ovemew o1 Illa v.,men F"llldlnQS and Oelemwwlticn oy Iha 
Conmkllonets ol Illa Al- �IS ol Nalurel RtJOUl'CH and Re\18111A '°' ·- (ll • 
UcanM und6t Illa� Gl!"rne lllduOllf'*ll Ad (/<GIA) h 11<.r11!Tlllllte11he -� proceu 
k.' av11ue11ng TC Alnl<e'a proposed nftJral on p,;,eu,e prOje(:1 and Illa cornrri,Nionatf' 
.,,.,,.,._ aa prowled by IIGIA. Thll Execu1tve Summll,y It pen ol Illa comml_, 'Millen 
FWICllngs and OelermoNbOn 111M it .........,.red 10 be publlthe(I oo May 28, 2000 This d00Jm4Hll 11 • 
IU'IVI\Wy orly, llllCI II llOI the _ _.. final --..llon ,._ AGI,\ llflCI is not 8 final agency 

'n Moy?OOII 
rn 1n 



Infrastructure Improvements 

Needed to Support Gas 

Pipeline Construction 

Legislative Briefing - June 13, 2008 

GAS PIPELINE CORRIDOR 

Prudhoe Bay To Canadian Border 

BASIC IRANSPOBTATJON ISSUES�-------

Gas pipeline will be different than TAPS 

Buried construction, more earthwork truck loads 

Heavier pipe (0.5'' v. 1.25") 

Greater use of large "modules" 

More ports of entry 

More air freight traffic 

x Higher background traffic 

More pavement at risk 

"Just in time" delivery approach likely 



WHY NOW?� 

Only 6 Construction Seasons (including FY09) 

Until Gasline Construction 

Too Much Work to be Compressed into a 2 to 3 

Year Construction Window 

Bad Roads = Slower Gasline Construction and 

Increased Costs 

Bid Ready Projects Save Future Inflation as well 

as Maintenance Costs by Doing Projects Now 

4 



Insufficient Federal Highway Funds and 

Timeline for Federal Projects 

Don't Want Roads Under Construction During 

Gasline Construction 

Projects will be Training Ground for Trades 

Needed for Gasline 

Reduce Accidents/ Save Lives 

5 

STATE_EUNDS__AD_VANTAG_ES ____ _ 

Federal$ T 

Environmenta I 

Design 

ROW 

Construction 
States Tim 

Environmental 

Design 

ROW 

Construction 

Yea rs 

meline - 7+' 11ears t 

_J 

I 

eline 4 5 yea iS typic ._ 
I 

I I 
I 

' I 

I 

vpical 

11 

al 

State �undec / 2-3

years faster on 
avera ge. 

I 



KEY CHOKEeOINTS 

Atigun Pass 

Yukon River Bridge 

Fairbanks, North Pole, Delta Junction 

Alaska Range and Thompson Pass 

Haines and Haines Highway 

Anchorage to Wasilla 

EXAMPLE OF LIMITING BRIDGE 

GERSTLE RIVER · ALASKA HIGHWAY 

Multi-span, with height and width restrictions on module 
movements. Estimated Cost to Replace >$50 M 



GAS PIPELINE TRANSPORTATION 

CORRLD..ORDES.CRIPIION ____ __:..;... 

Upgrade Bridges, Highways, Material Sites and 
Maintenance Camps 

x Improve Safety and Drivability 

· Width

• Alignment

• Grades

• Embankment

Surfacing Improvements

Improve Maintainability 

9 
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Transportation Contdors ldentffled 

for Ongoint Analysis 

ROUTE KEY 

.. STAIR 

o DOT Bridge Projeeta

o DOT Road Projects

• ARRC Projects

Alr
,..
ort Projects

-- Route 
- Marine

Rail
- · - • Gasllne

GAS PIPELINE TRANSPORTATION CORRIDOR 

DESCRIPTJO_. _ _____ _ 

Part 1 

+ Dalton/Elliott Highways - Prudhoe Bay to Fairbanks

x Hub in Fairbanks 

x Part 2 

Richardson Highway - Fairbanks to Delta 

Alaska Highway - Delta to Canadian Border 



DALTON HWY CORRlDO_R__ COSJ_S_UM MABY_ 

Scope: 36 Projects Along 415-Mile Corridor 

+ 24 Highway projects

... 3 Airports 

+ 2 Bridges

• 7 Facilities

Schedule: July 2008 - December 2014 

Cost: $1.0 Billion - Average $167 Million a Year 

for 6 Years 

Initial Funding Request: $100 Million GF 

DALTON HWY CORRIDOR PROJECTS 

Initial $100M Request 

Construction $75.5M 

Dalton MP 9-11: 
Reconstruction 

Dalton MP 175-197: 
Reconstruction Includes 
Bridge Replacement 

, Dalton MP 260-321: 
Culvert Repairs, Replace with 
Bridge 

Design $24.5M 

Dalton MP 0-55: 
• 100% Design

Material Site Study: Entire
Corridor

13 





ELLIOILHWY CORRIDOR COST SUMMA�_-S..L....,
,----

___. 

Scope: 6 Projects Along 73-Mile segment 

+ 3 Highway projects

· 1 Airport

+ 1 Bridge

+ 1 Facility

Schedule: June 2009 - December 2014 

Cost $100 mitlion 

17 

--i..._-C!fARDSON-HWY-C..ORRIOOR-·--� 



RICHA.RD_5J)_N_l:f WY C_0RBI OOILC..QSlSUM M _ARY 

x Scope: 21 Projects along 95-mile segment 

+ 15 Highway projects

2 Bridges

+ 4 Facilities

Schedule: June 2009 - December 2014 

Cost: $300 million 

,... 



ALASKA_HWY CQRRID_0_R_c_o_SLS!JMMARY_ 

x Scope: 23 Projects along 200-mile segment 
+ 9 Highway projects

.. 2 Airports 

-1 9 Bridges 

+ 3 Facilities

x Schedule: June 2009 - December 2014 

Cost: $600 million 

WHY SJABJ_w1r1:t_DALI.ON_l:IWY_CORBIDOR 

x Dalton Hwy is Alaska's major industrial highway 

Construction Projects Will be Ready for Bid in Early 
2009 

Start Design on the Worst Sections, Proceed to 
Environmental with Goal of Bid Ready in 2010/2011 -
Completing Construction in 2014 

Material Sites are Depleted in This Corridor; New Sites 

Need to be Identified, Permitted and Developed 

22 



ISSUE_OE.£1.NANCJAL BESPOtiSlBILIT.Y __ 

Who pays? 

Some road work needed regardless 

FERC ruled in 1980's pipeline traffic part of 
ordinary highway use (cannot penalize or treat 
pipeline differently) 

..- Yet, the past tells us pavements will be obliterated! 

Will FERC see it differently this time? 

Fl NANClALRESeQNSI Bl LLTY c2> 

STIP funds 'tapped' out 

Funding levels decline in 2009 

- New earmarks less likely

Urban and other needs are great

.. STIP $$ cannot be diverted to gas pipeline on 
wholesale basis 

Status of Shakwak Funds 

Will Yukon Roads/Bridges be able to handle 
construction loads and traffic 



Fl NANCIAL BESPONSLBJ UIY_(a'-1-___ __,,. 

� Financial responsibility issues to be discussed: 

"' Major activity site access such as turn lanes (camps, pipe 

staging yards) 

Weigh station bypass technology 

, May improve state and carriers efficiencies 

Safety features needed 

Truck pull outs to allow passing 

Module movements safety pull out areas at bridges 

More passing lanes 

DOT&e�eROGRESS_LO_DATE ____ _,_ 

x Full time coordinator in place 

Key work identified (bridges, passing lanes, 

highway reconstruction) 

x Federal funded projects underway 

GO bond projects - November election 

Started Conversations with Prospective 

Builders 



VISI BLE_f BO_GRESS,_-------,-------� 

2007 Elliott Highway: New 
Washington Creek Bridge and 

realignment 

2007 Dalton Highway: Grade 
heightening at MP 241 to 242 to 
alleviate snow drifting, and aufeis. 

NEW JOBS_CBEATED ______ ___ 

;;; 
l!:. 
., 

� 1!00 

! 1COO'---_,. 

fY10 

DIRECT FTEs & CREATED FTEs I acru:c1 PR! ,,.TE::-:-& •r.4'£CT P\.ftlC rn, =CREAl£orn,j 
01.:a1&E!o:C<:rai,�) 

FY12 
FISCALYEAJI 

FYI� 

FTE a F .. Time Equlvalent: I 0 FTE a \ 11.0-tur.e wo1br 

28 



NEXT_SIE.eS _________ �-

x Begin work on Dalton Highway - $100M 
Evaluate Needs for FY10 Budget 
Create State Gasline Permit Office 

Streamline State Permit Process 
· Increase Federal Permitting Efficiencies

>t Establish Apprenticeship Programs
x Establish MOU w/ Canadian Counterparts 

29 

OTHERJS_SUES:--------­

. Size and weight issues 

-.. Extra maintenance and operations support 
during construction 

Safety and law enforcement 

Aviation needs 

� ROW for TC Alaska 

ROW for Bullet Line 

Denali Park and ANILCA 

Construction Impact on Tourism 



QUESTIONS __ _ 

Contact: 

Frank Richards, P.E. 

Deputy Comrnissioner 

Alaska DOT&PF 

(907) 465-3900

frank.richards@alaska.gov 



f\�odeling of 8hort- and Long-Term Employment 

Generated by Construction and Operation of an 
Alaska Natural Gas Pipeline Project 

'2ARCAD1S 

Employment projections generated for ... 
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Sources of Data/Model Used 

�ARCADIS 

Construction PhRse Assumptions 

�ARCADIS 



Construction Phase Employment Results 

f.aARCADIS 

Operations Phase Employment Results 

'2ARCAD1S 



E&D Employment: Scenario Development 

h2ARCAD1S 

E&D Employment: Scenario Development 
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E&D Employment: Scenarios 
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E&D Employment: Assumptions 
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Results: E&D Employment 
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Results: E&D Employment 
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. 

r 

An Explorer's View 
Gas Pipeline Issues 

Alaska Division of Oil & Gas 

June 13, 2008 

• Alaska Department of
Natural
Resources

http: in�;o.1<Jog.d111:state.ak.11sloill 

Explorer's Decision Tree 
,.__,,.., __

Prospect Exploration 

and Dl'lllopment 

Decision Trw 

6/12/2008 

IS-110nEJp1cmonDM1g I S-bOnOelneatia!O.,Jl-91 Sntcn � I (1st Well (2nd and 31d Wets) Prgecl 

FALSE 

( 00::T( ) 

__ ,. 
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• Exploration is risky: big chance of big
spend but no payoff

• Need big P,ayoff from the success leg to
pay for the large probability of failure

• If payoff from the success leg isn't
sufficiently large, initial exploration
never occurs

6'12/2008 

t:low AGIA Boosts the 

Success Leg Payoff 

• Lower base tariffs (75/25 debt/equity
ratio) increase netbacks

• Lower tariffs through Rolled-in rates
also increase netbacks

• Expeditious and predictable timeline,

from first spend to first gas, raises

discounted value of eventual gas sales

6/12/200 
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Tariff l?rovisions 
Effect of Rolled-in vs. Incremental 

EMV Benefits of AGIA versus FERC Q,l"IDI'.__...,.._ 
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Expansion 1 Expansion 2 Expansion 3 Expansion 4 
Shipper Shipper Shipper Shipper 

"Exp«ti!d moncwy value (�IV) ofa generic Korth Sklpc Sl1DCkllonc p.s 
prospect; 1S/2S DIE capillll Stt\1Cturc for b3.SC wlffs.. 60 � for expansiOllh SS.00 
AECO gas price, 11�1. real 
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Tariff Provisions 

s 

Effect of Rolled-in, 75/25 0/E vs. Incremental, 50/50 0/E 
EMV Benefits of AGIA versus FERC Open-season Rules* 
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13.9 

Expansion 1 Expansion 2 Expansion 3 Expansion 4

Shipper Shipper Shipper Shipper

·�cted monetary value (EMV) ofa generic Nonh Slope stand­
alone gas prospect; $8.00 AECO gas price. flBL r�-al

6/12/2008 6 



Critical Results on Access 
Delays 

1. Up-front investment for seismic
acquisition, exploration drilling, and
delineation drilling really hurts the
economics of oil and gas projects that risk
being delayed for many years

2. Every year of delay in access to a gas
pipeline after money has already been
invested materially reduces the expected
monetary value (EMV) of projects

6/12/2008 

How Discounting Works 

120.00 

j 100.00 

.: 80.00 

tit 60.00 

'ii 40.00 
> 

·i-a 20.00 

Present Value of $100 cash Flow In FutuN Yun 
Sensitivity to Discount Rate 

-2% Discount Rate

-5% Discount Rate 

-8% Discount Rate

10% Discount Rate
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6/12/2008 

1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20 
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Years of Delay Between Delineation and Development 

•Expected mooerory value (EMV) or a genera- Nonh Slope staod-alooe gas pro)pect

611212008 9 

End 
(Appendix Follows. For full model details 

see AGIA Finding, Appendix L) 

6112/2008 10 



1. 10% discount rate for operator (5% for SOA)
2. Land Is already leased over attractive prospect
3. Seismic data Is already owned over prospect
4. Prospect is sanctioned for exploration drilling
5. 1 st exploration well cost= $38 MM* in Year 1 of the project
6. 2 well delineation program cost= $25 MM* each in Year 2 and Year

3 of the project
7. Pad and facilities construction begins in Year 4, cost is scaled to

production
8. Pipeline construction begins in Year 5, cost is scaled to production
9. Base Case (no delay)= 1 st gas sale in Year 8, 6 years after

delineation drilling

6/1212008 

Defined Variables 

1. Gas price = $8.00/Mcf*
2. OpEx = scaled based on annual production rate

6/12/2008 

II 
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Drilling Success Probabilities 

1. 40% = Probability 1st exploration well finds gas
(geologic success)

2. 60% = Probability delineation drilling program is
success

6/12/2008 

Development Scenario 
Probabilities 

1. High reserves case = 1,800 BCF (5% probability
after delineation)

13 

2. Medium reserves case = 800 BCF (15% probability
after delineation)

3. Low reserves case = 400 BCF (75% probability
after delineation)

4. Uneconomic reserves case = 80 BCF (5%
probability after delineation)

6/12/2008 14 
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