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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 P |
availabie to Alaskans.

Workforce Development Process

» [dentify skills gaps o aihh

e Minimize gaps through
career awareness,
effective labor exchange,
job center network,

accessible training
services

Result: Alaskans meet the needs of
Alaska employers for legacy jobs and
long term careers.
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i R Postsecondary
 Training Education
» Universaty of Alaska
! System at a A
l Glance * Regional Training Centers
¢ Private Training Providers .
Funding
o Federal
Secondary Education e Workfince Investment
A Act

+ Education & Early
Development

+ High Schouls

* Adult Basic Education

e Denali Training
* Pipeline Training
* State

! « STEP
* Youth Fust . « TVEP
e Construction Academies . GF

¢ College Readv Work Ready N B 1110

Employment
Services

Grantees
« Competitive Selection
* Job Center Network
» Counseling
¢ Job' Trawing Reterral

Challenges

e Economic cycles
e Ebb and flow of workers

e Awareness—not just
professional positions but
high paying blue collar jobs

e Cost and accessibility of training

e Job barriers—drug free, driver’s license,
employability skills, transferrable certification




 [ncrease awareness of and
access to careers in natural
resource development

e Develop comprehensive career and technical
education system

e Increase registered apprenticeships and on-the-
job training opportunities

e Increase training for operations, technical and
management workers

= 2l Wi

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

e Job awareness program

e One stop information on jobs and training
e FY 09 funding to develop training web site
and improve -
online job
service




2. Develop Comprehensive Career and
Technical Education System

 Career pathways, skill standards and training program
coordination

e FY 09 funding for coordinator

e Work Keys DEED/DOLWD partnership
e FY 09 funding in DEED

e K-12 career planning and counseling
e 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

e Increase job training for entry level jobs

e Increase apprenticeships in construction

e Employer incentives for apprenticeships and OJT

e Funding received to support apprenticeships and
OJT—targeted federal grant and general fund




7

4. Increase Training for Operations,
Technical and Management Workers

e Expand programs for critical jobs
e FY 09 funding for UAA engineering program expansion

e Recruit more Alaska high school grads

e Help workers keep pace with technology and skill
upgrades

e Expand management training opportunities for
skilled workers

Our Focus
® Current skills gap

® Legacy and long-term jobs




Identifying the AGIA Skills Gap |

Working with industry partners, DOLWD: |
* Identified 113 AGIA occupat

s
Wl

* 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 37% of Alaskans
working in AGIA occupations were 45 years

old or older in 2006




Carpenters 17.0%

Civil Engineers 12.4%
Electricians 24.2%
Operating Engineers and Other
Construction Equipment Operators 18.3%
Surveyors 18.1%
Truck Drwvers, Heavy and Tractor-
Trailer 13.6%
Welders, Cutters, Solderers and
eBrazers 34.8%
\

34.6%

43.9%
32.7%

49.9%
45.2%

48.8%

40.4%

$26.33
$36.64
$31.47

$28.10
n/a

$21.66

$25.05

For More Information

e Web: labor.state.ak.us




AGIA
Written Findings and D

PREFACE

This documen! contains the Findings and Deler tion of the C iss) of Natural
R 28 and R e concerning whether to issue a liconso under the Alaske Gasline
inducement Act ("AGIA®) to TraneCanada Alaska Coinpany, LLC and Foothiks Plpo i.lnes L.td
Throughou! this document, the AGIA applicant is rolored to as “TC Alaska." 1C Alaska is a
subsidlery of TransCanadn Corporation (*TransCanada’). TransCnnada, thiough Its
independ pipeiiie company affiiates, owns and opcrales one of the largest natural gas
pipeline transpodtation networks in North America. TransCanada has pledged all support
necassary, both financial and othorwiso, o TC Alaska to achieve compietion of the projoct

The basis for this D Iination is expl d in detail in the writien Findings and supporting
documentation that follows

e Executve Summary. The E tive S y o a short, simplo discussion (o
piovide the reader with a skela* of the more important aspects of the Findings document
The readx can oblain addllionn'. moie-dolated infonnalion from the actual text of the
Findings and Vel alion

e Chapler One — Introduction and AGIA. Chaplor One serves as an Introduclion to the
process used (o develop this Findings document and p! inf lon thal guldes tho
reader through the evaluation conducied by the C of the Depart of
Nalural Resourcos and Revenue under AGIA. Chapter One also presents informalion on
how the c S ined and compared three nalural gas projecis in order to
determine the type of projert thal most sufficiently maximizes benelfils to Alaskans.

e Chapter Two — Technical Backgs d. Chapler Two provides a simnlified explanation of
the many components of a major natural gas pipesno projoc'  what physical and
engineering components comprise a natural gas pipetine, whal regula. .y procosses govem
the development and operation of a pipeline, what ¢ Aal faclors drive the economics
for the vari pipeth takehoiders, and what methods are (raditionally used (o evaluale a
pipetine project’s technical and commercial viability.

e Chapler Three — Analysis of TC Alaska’'s Application: Chaplor Three conlains the
commissioners’ evaluation of the TC Alaska Pmjec! as proposed in its AGIA Application

e Chapter Four — LNG: Chapter Four the cor ; 1 3 werison of the TC
Alaska Projeci with kquefied naturai gas (1.NG) projt optians
e Chapter Five — Producer Project. Chaplosr Five consists of Ihe c s’ comp

of the TC Alaskn Projeci with the proposal ConoeoPhilips and BP recantly submitted,
labeled “Denali'” - the Alaska Gas Pipel:ne” ("the Producers Project”)

e Chapter Six — Findings and Delermination: Chapler Six sontains the Findings and
Det jon of the c j8sk s

e Appendices: The appondices contain infor that supp of further explains tho
Findings document. The appendices include the summary of public comments and tho
rosp to those s, as well as experl reposls.

22 May 2008

ES-1




AGIA Executive Summary
Written Findings and Dete

EXECUTIVE SUMMARY

This Executive Summary conlains a shorl. simple discussion of the more Importanl aspecls of
the Findings document. The reader can obtain addilional, more detailed information from the
actual lext of the Findings and Determinalion. As discussed in these Findings:

e Issuance of the AGIA lcense lo TC Alaska will maximize benefils lo Alaskans
because it will provide the best opportunily lo achieve a gas pipekne thal oncouragoes
full exploration of Alaska’s nelural gas resources, genorales long-torm jobs for
Alashans, maximizes stale revenues, provides afforiable in-stale gas opportunities
end reakzes other important stale goals

e Ahlhough liquefied natural gas ("LNG?) project options are kkely esonomic, (hey
would provide the stale with kess revenue than the TC Alaska Project. Exclusive LNG
projects are significantly less ukely lo succeed compared lo TC Alaska because they
are more complex, more costly, more difficult to finance, and would face polential
regulalory bariers in exporting LNG lo Asia. The TC Alaska Project provides Alaska
with ils bes! opp. ity for a ful LNG project, as a “Y-tne” option. The TC
Alaska Project proceeding first will reduce coslis and lessoen financial end contractng
hurdles assoclaled with en LNG project. Coming efter gas Is akeedy bound for U.S
markets, a Y-kne may be able lo overcome pobtical opposilion to exporting gas
Accordingly, the commissioners bekeve thatl the bes! route lo an Alaska LNG profect
tuns through the TC Ataska proposal

e Although the TC Alaska Project would generale billions of dollars of profils for the
Mafor North Siope Producers, BP and ConocoPhlilips have opposed the TC Alaska
Project and touted thelr own pipeline proposel ("the Producer Project). Unlike TC

Alaska's Project, the Prodi Project contalns no I Is lo a project timeline,
fajis (simllar to TAPS) to terift and expansion terms that will maximize North
Siope exploralion and development. sulfers from potential antitrust problems, and In

order to result in a pipeline wik Ekely (similar lo the failed Stranded Gas Development
Act conlracl) require the stafe lo provide the Producers with massive additiona! fiscal
concessions

Purpose of this Finding and Determination

AGIA, AS 43.90, requires the C. 4 of Nalural Resoutces and Revenuo to issue a
delermination with written findings #f they deode that a proposed gaskne projed will sufficionlly

{ the benefits to the people of Alaska and ments issuance of an AGIA license. This
document cc the s’ Finding and Delerminalion. Following an oxtensive

avaluation process and c ideration of public ¢ . the ¢ Issi s have d
that the TC Alaska Project wili sufficiently maximize the benefils to Alaskans and merits
issuance ofthe AGIA license.

162
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Benefits for Alaska of a TC Alaska Gas Pipeline Project

The pipeline project proposed by TC Alaska offers significant beriofits to Alaska. Alaska’s
economy will benelit from short-term construction jobs, but will benefit more significantly from

long-lerm careers. as new natural gas fields are d ped b the pipeline to market has

baen buill. Ataska will benofit from a pipeline that can bo oxy 1 to acc dnie additional

natursl gus supplios thal can bo dadicated to moot

Alaskn's enorgy noods. Alaska will boneftt from a Because of the commitments to
expansion and real open access that
will open the North Slope basin to
competition, the TC Alaska Project will

pipolino tarilY  structuro that maximizos slote
revenues, provides frue open access to all potentlal
shippers. provides the lowest reasonable generale  long-lerm  jobs  more
franspottalion  rates. and  accommodates | effectively than either an LNG option

expansions. Alaskans will benefil from the A O theProducerProject.

opportunity Ihe TC Alaska Project creates for a °Y
hno" liquefied nalural gas project and tho “bullet lino® to Soulhcentral Alaska. Alaska will benefit
from the potential lor lower energy costs as natural gas is made available o communities
throughout Alaska via off-take points along the pipeline roule and associaled spur fines. The
construction of a natural gas pipofine Is an exciting start to a now era in the Alaska economy,
W, where the

one whero moro Alaskans have careors in nalural gas jon and de

Y (o

stale and ils cilizens enjoy a conlinuing slream ol tax and royally revenues, and whore local
enorgy costs aro roduced

Conslructing a natural gas pipeline will generate Ihousands of construction jobs that wifl las! for
thiee fo four years. Arter the pipokne is operating, ploy will be dod to op
comprossor stations and othef pipoline faci The d d for skillod workers trained to dril

wells and bulld now production facilllies will increase as |ho availablility of a path to markot
enhances tho oconomics of explonng for Alaska's vast undiscovered gas resourcos. Because
ol ils ¢ to exp and real open access that will open the North Slope basin to
mpetoan, the TC Alaska Projoct will genorale long-term jobs more effectivedy than efther an
LNG optan or the Producer Project

The TC Alaska Project will not interfere with a smaser “bullet ine” from the Non Slope to
Southcentral Alaska. Rather, moving both projects forward simultaneously may produce wuque
synergles. There are adequale amounts of natural gas on the enlire North Slope to fill both
pipelines. Because of ils smaller scale, lhe “bullel kne" project may be designed and
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conslrucied move quickly than tho TC Alaska Projecl. The lwo projocts may providoe benofils to
each other: tho consitucllon work lorce may gain expotionce working on tho “bulle! line,” and
the TC Alaska Projec! may atliact axpaeris (o the slate who would not sthatwise he availlable to
woltk on tho “bullet tino” project

The TC Alaska Project would not preclude an LNG project. Indood, approving the TC Alaska
Projoct will entiance the prospecis for a successful °Y lino™ LNG projoc! as it will reduce tho
cosls, financing challengos, and ¢ dal coord challong iquo lo LNG projecis
TC Alaska offers to constnict o1 transport gas o o °Y line” from Dolla Juncllion lo an LNG
processing fadility in Prince WAlllam Sound i shippors oxp sulficon! d d tor thal project

as the work on tho overland projecl progrosses

The TC Alaska Project provid opportunitios to add Alaska's noed for low-cost
energy. TC Alaska's proposed distance-sonsitive transportation rates ansure that Alaskans wiill

pay jusl the costs incurred to ship gas within Alaska. Tho TC Alaska Project also offers tho
polenliat for construction of spur Imes thal will make nalural gas lable lo ¢ ities

throughout the state. Mos! importanily, because the liuo open accoss and lanfl provisions
promote gas oxploralion and dovelopmenl, Alaskans will bonofil from an environrnen! in which
companies compele (0 meet Alaskans’ onergy needs

The cost of Iranspoiiation on the TC Alaska pipeline (its “tanff") will prolect the slato’s interosis
throughout the yoars of pipoline oporation. .owost reisonable larifis aro essenlial lo oensure

genuine open nccoss and maximizo oppoitunitios for

dovelopment of Alaska's North Slopo natural gas rosources. | oW Triffs

e Encourage exploration

TC Alaska c its to tho roqul is of AGIA thal are
e Increase long-term
igned lo the | | possibie larifts. Whon lanffs employment
aro 100 high, explorers and devolopors are discouraged from oppOrtunities

investing in Notth Slope nalural gas oxploration and ¢ Pioduce higher
de tL \aritts i th st of find} fevenues (0 the state
velopmen ow larttfs improve tho oconomics of finding o Stengthen the

Permanent Fund

and developing additional natural gas resources on the North
Slope, which encourages addibonal exploraton and
development work thal wii provide for long-lerm, stable empioy | for AL

Low tariffs also mean Ihat the state can eam a grealer roturn on ils natural gas resources. As
the owner of the natural gas resources, tho state gels a sharo of the nalural gas preduction, its
“royally” share As a sovereign, the slato laxos tho profit on nalural gas production. Tarilfs are

22 May 2008
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doducted from the markol price al the deslination where the natural gas is delivered bofore the
royally amount and production taxes are calculaled. This means the higher the tanff, ihe lower

he rolin lo Alaska for its gas e. Those nro an Important fuluro revenue
slroam for the stale thal can bo usod to fund governinont services and captial projects, dofray
the cost of energy lo Alaskans, and mainiain the strenglh of and prolect the Pertnanon! Fund.

TC Alaska has commilted lo rogularly expand ils pipekno lo meet the need for transporing
ddillonat gas on bie ¢ ial lorms. This is ossential to opening the North Siope to

competlilive natural gas

and devoiop . New oxp! s and prod need

confidence that if thoir oflorts are successful, they will be abio to gel their nalural gas into the
pipekine and lo market al a fair rate for transpostation.

Alaska's cxperence with TAPS (which Is owned by the Major North Slope Producers)
demonsirates how the torms of ownership and operation of a pipeline can adversely affect the
stalo’s economic inlerests and the exploralion efforts of devolopers who do not own a share of
the pipetine, When the Regulalory Commission of Alaska roviewed the tariffs on tho
TransAlaska ol pipeline twenly-six years ofter il began to oporate, it found thal the taréfts woro
oxcessivo. The Supertor Courl, and oventually tho Alaska Supreme Court, affsmed the
Commission's (inding that the TAPS owners had collocied pipeline tarifls from shippess that
wero an avorago of 57 percent loo high. Decades of excessive larifls reduced the slale's
royalties and production tax, and hindered compelilive developmenl of the slate’s o# resources
iy non.owrier companios.

Alaska cannol alford (o tepeal the TAPS experience. The slale must maximize development ol

the nalural gas resources on the North Slope to realize ic growth through increased
jobs, revenues and other benefils thal will flow trom inc g gas production. TC Alaska’s

commilmants lo a lower laritl siructuro will ensure that the stale does not repeal the problems
oxperionced with TAPS

The commissioners recognize the Producer Propd may be pursued to completon outside the
AGIA prosess and without state Gscal iTocessions. The Produces have an abdgaion 10 ket
ther gas whem # is reasonadly profiladble 10 do so; ey Jo not have an Gdiga’on 10 ansport
the gas tvough any partaular project. If the Producer Project procaeds lo an open season, the
TC Alaska Project wouid compele with the Producer Projecl for gas commitments. However,

the Producers have staled that they need concessions from the state to enable them to commil
gas 10 any gas pipeiine projact AGIA tios upstream incentives to gas commilted at the initial
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open season of tho AGIA project, to provido Ihe stato /

Awarding a license to TC Alaska

will ensure that any additional
opporiunities throughout this process to ovaluato tho upstream incentives are
need to Increaso the value of tho AGIA upsiroam | Provided in exchange for the
benefits inherent in an AGIA
Incentives, when justifiod. project. In addition, awarding a
ficense to TC Alaska sreduces the
The TC Alaska Projec! oflors significant benefils to the likehhood that the state will
need to provide uvnwarranted
concessions to the Major Morth
ineases ils profils by expanding its system, TC Alask> Siope Producers

with the benefits Alaskans require. The state will have

siate and its citizens. As a pipeline company which

has tho incentive lo fostor timely deveclopmont of tho
slato’s nalural gas to thoir polonlial. This also sorves tho stalo inlorosis

The TC Alaska Projoct sets the singe for an open and compelilive North Slopo natural gas
basin during and after pipotine construction, TC Alnska Is unique in Ita willingnoss to commit to
aclions that will realize this fuluro

Background

Development of Alaska's f 0s Is the ¢ ne ol Alaska’'s economy. Alaska's

North Slope is a world-class natural gas basin. Recen! studies eslimate that there are 224
trilion cubic feel (“Tcf’) of undiscovered, lechnically recoverable natural gas resources
throughout the Alaskan Arclic. Of this amount, 137 Td are calegorized as undiscovered,
econoinically recoverable resources. Those rosources are in addition to the approximaloly 24.5
Tcf of natural gas reseives within Prudhoe Bay plus 9 Tcf ot nalural gas roserves discovered in
other existing flolds on the North Slope, including Point Thomson. Although there has boon
considerable dobate about who should build a pipoline and whon it will bo built, thoro is
unanimous agreement that Alaska needs a pipeline to gol its huge volumes ot nalural gas to
markel

When natural gas was discovered on the North Slope, the search degan lor a way lo got
Alaska's subsiantial natural gas rosources to market. Stato and fedorat laws were passed 10
oencourage natural gas pipukne consiruciion, Poteniial developers spun! miliions ol doliars on
plans and studios. Howover, the low prices in natural gns marketa forektalie: tho commilmonts
necessary lo support tho trorhendous cost of what would be the largest construclion profect in
Nonth America. As dynamic changes occurrod in tho nalural gas market within the last decade,
the viability of. and interest in, an Alaska natural gas pipeline increasec

AGIA Executive Summary
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In 1998, when tho Stranded Gas Development Act (*SGDA") was passed, the average price for
natural gas In the Lower 48 was under $2 per million British thermal unit (mmbtu). The first hat
of this decade was marked by discussions of what type and amouni of government subsidios
and concessions wore needod to make the project viable. Within Alaska, those discussions
came in tho context ol contraci negotiations conducied by tho provious Govomor and his
administration with tho throe primary oil and gas toascholdors on the North Slope: BP,
ConocoPhillips, and ExxonMobil ("Major North Slope Producers”). The debate suirounding the
proposod contract contered on how much valuo tho state would need to transfer to the Majos
North Slope Producers and how much risk the state would be required to accept.

By 2006. tho nalural gas murkots had changod dramalically. Tho average price of natural gas
in the Lowor 48 was more than $8 por mmbiu. Largo govemment subsidies no longor appoared
necossary to mako tho projoct economically viatile. [n addition, tho statoe had become much
bettor oducatod on natural gas plpoline economics. Tho Stato loarmaed that If it was not caroful to
prolocl its interests, billions of dollars in value could be iransforrod unnecessarily from tho state
to the Major North Slope Producers. These changes shifted the public dobato from what state
concessions would be nocessary to what |he slate govemment could do to most effeclively

advance the project and maximize the of Al The legislature did not accept the
contracl that had been negotiated with the Major North Slope Producers under the SGDA. The
Major North Slope Producers continued to insist that large concessions from tho stale were
needed, without demonstrating the noed for those concessions. Alaska's nalural gas pipeline
project was at an impasse.

Whon tho Palin Adminisiration proposed AGIA In oty 2007, it was baeod on tho undersianding
that an Alaska nalural gas pipeline project was economically viable and that the Major North

Slope Producers would continue their efforis to
AGIA uses free market competition to

move the project thiough the curient
strategic position in Alaska and obtain maximum Impasse. Al interested Companies
weie eligible to propose any type of
project they déterminéd to be
prot6ct tho slale’s Inlerosts, AGIA used (09 | econaimnically and technically viable
markat compotition 1o move the projoct through the

current imp All int tod companios wure oligible to propoge any lype of project thoy
dotormined to be economically and lochnically viabie. The Major North Slope Producers would

need lo decide whether they were going to got the enonnous reserves of Alaska natural gas in

negotlate commercial terms to maximize their

valus lrom any natural gas plpoline project. To

the fiolds they now operated to market In a pipeline they bullt and owned, or one construcied by
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a third patly.  AGIA prosumod 1hot tho Major North Slopo Producis would nct a3 rgnaonnhio
commorclal playors who would comply wilh ihelr laise obligatione ond paticipate In & projoct
with posilive oc k Fuitt . AGIA osiablished thal it Incontivas are piovidad 10 a

nalurnl gas pipoling projoct ihoy mu givon in oxchisnge for gonuino open Hccoss and othior
provisions nocossary lo prolect tho 81n10's Intorasts

AGIA establishod 8 compolilive process (o allow companies lo compoelo for a licensoe. Tho
companies submitling applications lo constiuct and operalo Alaska’s natural gas pipolino woro
required lo commit lo the Laritt and oxpansion lorms that wore dosigned lo prolecl tho slaio’s
intorests and lo doveiop tho slalo’s aconomy by providing omployment during tho conslruction
of the plpeiine and (moro importantly) ;woviding long-lonn careers in a now nalural gns

ploralion and dovoloy industiy. AGIA was basod on the undesslunding thal compotition
could drive companies o make thoso commilments. ARt who recognized that the project

Ics woro posilive would compele (or tho c dal opporlunily lo builld tho nalural gas
pipotine and cam somo of those profits. Tho compelition wns open o ovoryono willing to
oporalo within the paramelers ostablished by the AGIA “musl haves.” All compelilors, including
nalural gas pipeline cempanies, natural gas groducers, and LNG projects wero sligiie lo
compele

In oxchange (or the commilments roquired in AGIA, tho Alaska legisliiture oltornd a packago of
inducomonis. Thesae includo. roimbursomenl of up lo $500 million of the cosis incuired lo
obtain a regulalory approval from tho Federal Energy Rogulalory Commission (*FERC’) 10
construct a pipoline, an AGIA project coordinator lo facilitale tho procoss, and a slatlo
production lax rato lor len yeuars and Aixed royally valualion mothods to anyone who commiltod
lo purchaso capacily lo sh'p natural gas on tho AGIA gaslino dunng s firzl binding open
sonson. Tho logisiature recognizod tho siale’s vital Intorosls i oncouraging exploralion and

dovelopmont of Alaska’s nalural gas by Q0 0 g opon access pipeline and
tho lowest r blo Uansportation rales. AGIA license applicanis wore required lo comnul o

a tanfl strucluro thal would assure tho lowes! possiblo transportalion tales and oxpansion lerms
to encournge nalucal gas oxpiofors and prospedive & pos O P lo oxph for and
develop Alaska's North Slope natural gas rosources and bnng them lo market. The legisiature
made tho inducements availabio 0 an AGIA licensee if the ficeaisoe would agree lo meel the

requiremonts and mako the commitmonts that tho logisialure deemad necessary 10 prolect the

slale’s inlorosls.
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A R for Applicati ("RFA") was raleased on July 2, 2007. Applications were duo
Novombor 30, 2007. Ttio applicalions covared 8 varloty of prolects including both overtand
anlural gos plpotinos and LNG projecis. Afior a thorough roviow, only Ihe spplication from TC
Alagka was found 10 have mot all the throshok! Nichlion “c 4 088" requl ts of tho

AGIA statute and RFA. Although nono 0f the applicallons proposing an LNG application was
C [ the ¢ I8 s s novortheloss comparod sevoral LNG options with lhe TC Alaska
Projoct betore making a decislon duo lo tho neod lo rosocive the long-standing public dobale
ovor which roule is proforable. A public roview process was hold on the TC Alasks application.

and more than 350 public commeonts woro rocolved. The ¢ wore considorod In

dovelopmont of the Rindings and aro 1zod In Appondix A along wilh rosponses.

The ¢ i s bled a leam of oxperts lo provikde analysia o help the cornmissionors
ovaluate the TC Alaska applicalion, oxamino LNG oplions, and roview the Producer Projoct.
The toam included numerous oxp whoso and contribulk are p d in Chapler

2. Their ropoils, C
Findings and D Iination

piled onc d as A dk wore {untod in doveloping those

Lol ot ¥

How a Natural Gas Pipeline Project will Progress

Consliuclion of a natural gas pipelino lo tning Alnska’s nalural gar (0 kel I8 a ¢

undertaking, Thoro (s no single evonl thal wili lake the sinte (rom nol having a plpolino lo having
a pipolino. Rather it is a sorios of sleps, spanning a number of yours, with oach stop affecting
the next and requiring significant oxpendilures, Bonchmarks define thase steps, and al each

one a pipok por must re lualo tho projoct economics and docide whelher lo

proced, A succosslul Alaska nhulural gas pipeline requites much more thar a proposal lo build

i pipetine; it roquiros a8 company Ihat witl move llirough oach of the slops lo complolion. The
slate’s ovaluation procoss considored how likoly il is thal the TC Alaska Project, various LNG
oplions and the Producer Projec! wik compioto the progeossion from an exciling idea lo an
operaling pipokine

Tae rxz sep for e TC Alaska Project is saumnce of an AGIA kawnse. That kamnse ol mals
TC Arsha's commitinent fo obtamn & FERC cevaficate legally enforesatie. TC Aaska wil aot
oam any rovonues unid nalural gas begins to flow through the pipetino, appximately ten years
aflor an AGIA license Is awardod. In oxchango for the stalo’s commitmont malch of up to $500
milbon of tho cosis of laking the project through FERC certification, the state gots a commitment
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from TC Alaska (o movo the pioject forward lo thal benchmark. TC Alaska has commilied lo
submit an application to the FERC by Decomber 2011."

Afior tho AGIA licenso (s issuad, the noxt stop for TC Alaska is holding an opon soason, Opon
s8a30n Is (ho lerm used in the natural gas ndusly lo describe the procass a pipoline buildor
usaes (o solidl firm shipping commitments for nalural gas. Producers thal comimit (o ship natural
gas got roserved capadly on tho pipotine and fixod Iransporiation rnlos Tho pipeline company

gels ¢
pipeiine

o port nalural gas that will holp il inanco consliuction of the nalural gns

A nalural gas pipeline ullimalely needs shipping /~
commilments (0 bo succossiul. In order (o nllract

The commissionesrs'  analysts
shows that the Major North
shipping commitmonts, a piojoct must provido positive Slope  Pioducers can  expecl
bilhons of dollats i profits of
they commil gas o the TC
Alaska Project

oconomic  oppoilunity for gas  shippors Tho
commissionors' anplysis shows that tho Major North
Slope Producers can oxpeci blllions of dollnrs in profits If
they commit gas lo tho TC Alaska Project.

Afler an open season, rogardless of resulls, TC Alaska will apply for a FERC certificale. An
Inlerstale pipeline 1nust have A corlificate of public convenience nid nocossily from FERC
beforo consirucling now pipeline (acilifies. Amon() othor things, I'ERC roviows tho project,
npproves the pioposed lanff (nims, und sols rocourse rolos based on ils revinw of the cosls of
construction and opeirallon. Recourso rales are availablo to all shippers, bul any company
williing lo commit lo ship a defined volume for a specific period of timo can negoliale belter
terms. FERC commonly approves nogotialed ralos. FERC has tho authorilty lo impose
certificalo conditions on the pipoline company that il belioves are necessary (o prolect tho putilic

inlorest

The proposed lransporlation ralos doscribed in TC Alaska's applcalion aro a roasonabie first
step In allocating the 1isks ond rewards among tho partios who will be involved in this projed
However, nothing in the AGIA license prevenls the stale from prolecting its inlorests in front of
FERC by arguing lor different lerms. As the project moves forward and the projed costs and

T Apphcstion, TC Alashs premised thin end Other dates ON receiving the AGIA Likeme by Apal 1. 2008, Auoiding to TC
Al a. i the Licente is hured later this vesr, these dates may need 10 be adjnied. Howwver, lor eats of teference in theve
Andings we will continue 10 refer to the orginal dates uted by TC Alavka in 1 Applivetion
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expeciod revenues are betltor defined, the negotiati bet TC Alaska and potential
shippers will continue. If, after they have negolialed their cos! of ransportation, the Major North
Slopo Producors can domonstralo that somo change In the state’s flsca) reyime (s necessaty (o
onable thom fo eam a falr relum, then the legisialure can consider changes lo the stale’s fiscal

systormn

Aftor a FERC corlificatlo Is awarded, the complex process of pipeline construction begins
Because of tho romole location and large size of ihis pipoline, the process of ordering malerials

oand bringing them o tho sito wil require extensive logistical planning. Construction of the
pipolino and the associaled processing plant will (ake al least lhree years.

Throughoul the procoss, TC Ataska will continue o ovatuale If thoro Is démond for moro
capadily In the pipelino, Capacily can bo added by including addillonal comprossor slalions
(comy lon”) or ndding paraliol pips (looping®), As additional nolural gos fields ore

discovorod and brought Inlo production. tho TC Alaska plpelino will add capacity and conlinue lo
croato more jobs In Alaska's nalural gos Induslry.

TC Alaska Project Proposal

TC Aaska proposes 10 buikd a 48-inch diameéler, high.jwossure plpeline capablo ol carrying
hotweon 3.5 andt 8.0 billlon cubic teot por day (bel/d). The projoct would run 1,716 miles fiom a
natural gas lrantment plant at Prudhog Bay on the Noith Sfope (o intereonnect with the Alboila
Hub In Canada. This I8 tho socond largest natural gas trading contér In North Amorica, which
Interconnects with pipelines that cary more than 10 bcd/d of gas Into U.S. markols. The Alaska
saection will be approximalely 750 miles long with six compressor slations al startup and five
nalural gas dolivery poinlts in Alaska

fhe nel presont valie (‘NPV") calculation
Nel Presenl Value NPV i an
melhodology used o assoss TC Alaska's economic  cakcutslion used (0

application allows the State (o consistenty and | delermine Ihe volue of ‘ong-lesm
tu projects. !t recognizes that a dobar
TaspEEnty assess s future vake  ComEToN tody 15 wocth s than 2! dotle T

terms. Because TC Alaska's applicatan, the LNG the futwe. Futwe income (or “net
opBions, and Ihe Producer Proj ® basecd on a | ¥ae?) is measred by & “preserk”

e valve through discounting. The NPV
varlety of assumptions and prorections. it Is calclation allows  assessmenl  of
essential o use common lerms lo assess lhe

profits thal will be spread over
decades.

impacts of these assumplions and projectons on
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the value to tho slate. WAlh tho basic p dorod Inlo lorms, tho slato con

ovalualo whethor tho TC Alaska Projocl soives the bes! inlorosts of the state and comparo It lo
LNG optlions and tho Produces Project

Tho palh offered by TC Alaska's plan is likely lo succeod. TC Alaska provided a work plan thal
Is lochnically reasonable, fonsiblo and spacific. It mdudos the uso ol lochnology that
TransCanada is now using (0 oporalo pipelines In dimalos simiar lo Alaska’s.  The schioduie,
including the tining of US. and C { Wiloty apy i, is uggresaive bul ransonable

and appropiiale.  TransCannda has the financial abilily to conltibute oquily to tho project and lo
oblain the finnncing nncessary lor construction. TeansConadn has a sirong record of
porformance in daveloping othor targo projocls and a posilive record ol Intogrily and business
elhics

The

8 also ¢ ol suMficiant natural gos axisis on the Noith Stope to

fifl the capacily of TC Alaska’s proposed pipeline lor 25 yoars. Alaska has enough natural gos

resourcas 10 fil tho TC Alaska pipelino for 25 years

and for decades longer. This is lrue evon though /"“' stale and the Major North Slope
Prodixers stand 1o recelve
signilicantly positive cash flows and
for any project during ils initial years due lo tho NPVs fiom the Project even if the
Prudhoe Bay gas i the only gas ever
produced on the Noith Slope. If, in
Unit in a timefy manner, and tho significant xdition 10 the Prudhoe Bay gas,
polential thal the Unit must first be dovelopad lor |  Matural gas from Alaska’s other vast
iesources 15 also produced (including
Point Thoinson gas—which is very
fikely), then the Pioject will be even
more profitable

Point Thomson natural gas may not be available

operalor's failure to develop tho Point Thomson

liquid condensatlo and oil. Tho unavaliability of
Point Thomson gas. however, {8 more than offsel

by the unique profitabtily of the | gas al
Prudhoe Bay. In facl, despile tho unavadabty of
Point Thomson gas. the stale and the Major North Slope Producers stand lo roceivo
signficantly posilivo cash flows and NPVs Irom tho Project aven if tha Prughoe Bay gas is Lhe
only gas over produced on the North Siope. If, In addition lo the Prudhoe Bay gas, nalural gns
from Alaska's other vast rosources is also produced (including Poinl Thomson gas—which is

velry likely), thon the Project will be oven moso profitabloe

Additionally, tho ¢ I 8 considered tho ciaim by the Major North Siopo Producoers thal
TC Alaska canno! succeed bocause of tho risk that, f il bullds the Project, it would be suod by
formor paitnors (hal worked with olher TransCannda afiliatos lo ry lo advance an Alaska

22 May 2000
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gaslino project more han two decados ago. As discussed in Chapler 3, the commissionors find
t{hal the polential daims agains! TC Alaska and its affiliales are oxtremely weak, and thal tho
Producors havo failed lo support tholr speculalive thoory. As a result, the commissionors
condludo thal the risk ol litignllon over this issue doos nof presont a significant ba,.ser lo the TC
Alaska Projoct's ltketihood of succoss, including its abilty to oblaln financing

Tho ¢ dal lerms prog d biy TC Alaska aro reasonable. TC Alaska’s plan for munaging
cost ovoiting will reduea the risk o1 shippers of Iadfl incrmasos. The TC Alaska pHoposal
provides 1o Major Norlh Slopo Producers with I algnifi C cinl oppoitunilles

Thoy can construct and own the gus Irealment plant on the North Slopo. They can also own an
equily sharo In the TC Alaska pipelino. Further, tho lorms may become ovon mofo allractivo
{hiough negotiations with the Major Notth Siope Piotlucers

Allliough Ihero Are projacl 1ieks. noNe of them arg sinifican enough 10 outwelgh the TC Alaske
Project’s likelihood of succoss. Natural gas pricos /~

The commissioners anticipate that the
state’s current fiscal structure will allow
uneconomic. The rsk thal Ihere aro insufficlent | companies that develop North Slope
gas and transport i1t on the TC Alaska
pipeline 10 earn a signilicant profit.

are nol hkoly to dedine enough to make (ho project

resources on the Noith Slope lo fill tho proposed
pipalino is low. The commissioners anlicipale that
the stale’'s currenl fiscal structure will allow companies thal dovelop North Slope gaz and
transport it on the TC Alaska pipeline lo cam a significant prolit.

The TC Alaska Project is viablo. TransCanada has successfully constiucted many nalural gas
pipolinos and now operatos 38,000 milos of nalural gns pipalines In North America. The TC

Aaska Projoct will provide positive ec to tho state and federal governments, tho Major
North Slopo Producors and lo TC Alaska. It |s likely lo succeed b all of the slakehoiders

will benefit from success and risk losing a lot if the projoct fails

Altematives to the TC Alaska Proposal

There were no appicabons found coMpiste tha Proposed an nstale ppeine and LNG propa.
n adation, ethough the Major Narth Sicge Prauers AA not subnlt an AGIA sppicson. BP
and CanacoPnllips recendy announeed the Producer Projecl. To heip Cetwrmave whether TC
Alaska's pipedne proposal izes benofits and is in the besl inlorest of the siate, the
« k luated LNG projec! opt from tho North Slope o en LNG plant in Veldez
and the Producer Project

22 May 2008
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The LNG project options examined wero guided by tho LNG project proposals submitied under
AGIA. Under the same assumplions used to analyze tho TC Alaska Projec!, all LNG pfoject
options resulted in less value to the stato and tho Major North Slope Producers. Although an
LNG project would be able to tap tho highor prices, that we expect lo bo available in tho Asian
market, the LNG projecis have significantly higher cosis and thus result In lowor NPV 1o the
siale or Major Norlh Slopo Producers. Tho commissionors’ analysis doos no! rovoal
comparative benefits in either timing or cos!s assodated with an LNG project.

Evon ¥ LNG had domonstrated comparablo NPV to the TC Alaska Projoct, tho LNG projocts
would still not bo proforablo to the TC Alaska Project. Tho commissionors® analysis rovoals that
LNG projocis have a much lowor likelihood of succoss compared to tho TC Alaska Projoct. An

LNG pro will faco unique financing and
g . . The primary markets for Alaskan LNG

ae in Asla, thus an LNG project would
include the need to negoliale multiple and not address North American encigy

commerdal challenges for sevoral reasons. These

secuiily and likely faces sknificant

political opposition 10 exporting the
transporl, liquetaction, shipping, re-gasification, gas.

concurrent agreements for the purchase, pipo

and salo of natural nas. An LNG project also facoes
signilicant challenf.es bocause he Major Noith Slopo Pioducers have mado it cloar that the
Asian market is no! their prelerted markot. In addiion. an LNG projoct will face significant risk
of not being permitled to export the gas to its primary markot in Asia

The gas quality (specifically, roquirements for higher heal content) required to fulfill long-term
conlracts to an Asian buyer is likely to preciude the developmont of a polrochemical industry In
Alaska assodated with an LNG projoct. Somo propano can bo removed from tho natural gas
stream to moot Alaskan energy noeds. | towovor, the other nalural gns liquids would nood to
remain in tho stream lo salisfy the expecied conlracl requirements of tho Asian market

In addition, LNG projecis create concems about genuine open access al the liquofaction plant
FERC cannol impose open access requirements on a liquefaction plant. Just as pipeline tanfi
terms can create disincentives for exploration, so can the processing terms at the kquelaction
plant. The lack of genuine open access at the liquefaction plant will increase risks for explorers
and limit the Incenlive for new naturat gas exp ion and develop t on the North Stope. The
caseer opposunities and revenues assodated with future develop and i offer

great value to Alaska; the kmitations on those factors associated with an LNG project mako it
less attraclive

22 May 2008
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When compared to an exclusive LNG project. the
overiand gasline project proposed by TC Alaska

Approving the TC Alaska Project wnll\
enhance the prospects for 3 successful
Y line” LNG project as it will reduce
costs, flinancing challenges, and
commercial coordination chatlenges
unique to LNG.

provides an opportunity for a successiul LNG °Y
fine® project or “spur line.” The likelihood of success
of an LNG projoct is groalost when it is constructod
08 2 °Y fne.”

The dynamics of a producer-owned and operated pipeline are vory different from those of a
third-party owned pipeline. An entity lhat both produces natural gas and owns tho pipelino, fike

tho Producer Projoct, oams re gh salos of | gas gnd ship of the |

gas. Such an entily Is not necessarlly as driven to keep costs low—a producer who owns a
pipeline and the natural gas shipped through the pipeline, is essentially paying itsell to ship lthe
naiural gas, and so Is less sensitivo to the transportation rale. And bocause they own or
produce tho natural gas, thero is a reduced economic driver to expiore for and devolop
additional resources until such lime as It is necossary to maintain shipping volumes throtigh the
pipeline. As the staty's experience with TAPS has shown, combining pipeline and shipp

responsibilities can harm the state’s Interests. For many of these same reasons, the Producer
Project suffers the risk of being stalled by anti-trust challenges.

Any Alaska natural gas pipeline projoct can proceed withou! state assistance. AGIA is nol lhe

oxclusive vehicle for construction of an Alask gas plpeline; rather it was created o
onsure that a natural gas pipeline is consirucied that meets Alaska’s noeds. t was not designed
to preclido Ihe Major North Slope Producers from owning and operating the natural gas
pipoline. Instoad, its goal was to ensure thal i they dJid, thoy would act ¥ke an Independent
plpeline company ratlior than an Inlogratod gas producer and pipolino coinpany. The state's
Interests would be protected through commercial tarift terms that ensure the lowest possible

jon of the pipel 10 enc conti d

lariffs, guarantee genuine open access and

P

development of Alaska's vas! natural gas resources.

On the day belore the AGIA applations were due, ConocoPhillips publicly announced their
desse 0 pursue a | gas pipeld ide the AGIA process. Negotiations of fiscal
conditions were a pre-condiion of moving losward with the projec. The admansabon chose 1o
continue the competitive AGIA process In favor of exclusive negoastons. Recengy, OP and
ConocPhiltips announced the pursuit of another natural gas pipeline project: “Denall ™ - the
Alaska Gas Pipeline” ("Producer Project”). Negotiations over fiscal conditions are no longer
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seen as a pre-condition of forward movemen!, bul are now seen as a pro-requisile to a
successful open season.

None of the important commerdal tenns of tho Producer Project are defined and, unlike TC
Alaska, the Producer Project makes no onforceable commitments. There is no onlorceablo
commitment 1o adhere to their staled timolino or to
achleve additional milestones, such as applying for

None of the importamlt commescial
terms of the Producer Project are
defined and, unlike TC Alaska, the
Producer Project makes no enforceable
commitments.

a FERC certificate. There is no information on lhe
tanfls the Producer Project would offer, let alone
an enforceable commitmen! lo provido genuine
open access. This makes the oplion caurently

p led by Iho Producor Projoct exlreimoly risky for the siate, [ho Producer Projoct was

offered oulside of tho AGIA procoss, and may conlinue in parallel to TC Alaska’s efforts

Some havo suggesied thai the slato should “savo” its $500 milllon, and oxclusively pursue the
Producer Project ratner than the TC Alaska Project. However, no company would tum down
$500 mislon unioss it expected to oxiract even greater concessions later from tho siate. Indeed,

during the SGODA procoss tho Major North Slope /‘
Producers domanded the state provide billons of | 7 3vM: the TC Aliska Project wil
enhance the hkelihood of success
dollars in fiscal concessions—far more than the $500 of an LNG °Y line" project.
million provided under AGIA. In addition, tho | Faxilitating a°¥ line” may pratect
E e A the state against fulute prke
Producers - olher c ctanges in North Amerikcan and
which would have required the slale to relinquish a LNG markets. The Producer
Pioject, because of its undefined
commerclal terms, offers
enormous risks and  uncertain
rewards (o Alaska

large portion of its sovereignty. There is no reason to
expect BP and ConocoPhitkps would nol demand
simdar concessions if the slato rejects the TC Alaska
application. In addition, these objections (o AGIA ignora
the fact that the state will recoive numorous benefits for the $500 mdllon, nduding lower rates
Uit more than offset the $500 milllon and onforceable commitments to move tho project

forwa:

In sum, the TC Alaska Project will enhance the fikelihood of success of an LNG °Y line" projecl.
Fadilitating a °Y line~ may protect the state against future price changes in North American and
LNG markets. The Producer Projeci, because of its undefined commercial lerms, offers
enormous risks and uncertain rewards to Alaska
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Summary of the Findings

« The TC Alasks Project is aconomically viable. Al expecied natural gas prices, the
project will generate billions of dollars and sub lial ds for Alaskans, the
Major North Slope Producers, the state and federal govemments, and TC Alaska.

Ll AREL

e TransCanada has a proven track record in pip gn. C Yion, and
operation and cumrenlly operates moie than 38000 miles of gas pipeiine in North
America. |l has the financial resources to meet the challenge of financing this
project

e The TC Alaska Project plan Is technicalty sound and feasible, and the projecl
schedulo is appropriatoly aggrossive but reasonable.

e Tho y positi ics of TC Alaska’s Pr.ject, combined with Ihe legal
and polilical conloxt, provide favorablo conditions for allracting shipping
commitmenis for the project.

o Overall, the TC Alaska Project is likely 1o succeed

« Exclusive LNG project options would most likely resuft in lowor NPV to the state than
tho TC Alaska Project, would not easily acc dalo expans} and the open
access torms that would cause more long-term jobs to be added to lhe stale’s

economy, and have a lower likelihood of success than the TC Alaska Project.

e A“Y-iine” addition to the TC Alaska Projoct Is more likely to succeod than other LNG
project options

o The key for adding long-term jobs for Alaskans is a pipelne that encourages
exploration and deveiopment of Nort: Slope natural gas. The TC Alaska Projec
makes legally enforceablo commitments that will result in such a pipeline

o Alaskans noed low-cost energy. This can be provided by an Alaskan gas pipeline
project thal has a low lransportaion cost (tariff), is commitied to expansion (o
Fcomvraaae new found natural gas, provides access fof natural gas off-lake and
spur @ves in Alaska, that | gas defivered in Alaska only pays
CarcpaEs) costs for the mieage that the natural gas has braveled, and resuits in
maxamum revenue to the stale and its citizens. The TC Alaska Project meels these
odjectives.
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e The TC Alaska Projoct will no! predude conslruction ol a smaflor pipoino from the
North Slope to Soutth Alasha. Issuing a liconse 1o TC Alaska may increase the
Wkelhood that ptans for @ “bullet ine” of “spur §ino™ will become realily

e Simiar lo the failed SGDA conlract, the Producer Project is not guaranioed lo
conbinue lo advance tho pfoject lo construction or even FERC certification and witl
Wkely require undefined concassions from the slale. Simiar lo TAPS, the Producer
Projoct will ikely result in commercial terms 1hai do nol pretuct Alaska’s interosts

=  Tha TC Alaska I'roject providas oppoilur wes for significant i'roducer ownership. If
fhe slalo defuimines thal additlonnl concessions ate needed, they can be adde) lo
the TC Alaska Projoc! lo ensuro that any concescions rosult in a pipoline that
maximizes benefits for Alaskans

Determination

The commissioners found TC Alaska's applicalion lo be complele and in comphar.ce with the
AGIA stalule and Roquest for Apphicalions, Following an oxlenzive evalialion process, the
commissioners delermine thal the notural gas pipeline project from the Norih Slope fo Canada
proposed by TC Alaska is the projoect thal will sufficionily maximize the benefils o ine puoplo of
this state. The c 5 turther di ino that tho TC Alaska Project menis the award of
a kicense under AGIA. These Findings and Delerminalion will be submitied fo the presiding
officers of each house of the Alaska Legislalute for appoval of lhe Nconse.

The bcense will be issued to TC Alaska as soon as practicable after the effective dale of a bill
appeoving the kcense proposed by the c issloners. If a bill is nol passed within 60 days of
the date that the legislalive presiding officers receive this Dx inati the ¢ $ s
«1ay nol issue the proposed kcense and may request new applicalions

This Executive Summary presents an overvew of the Written Findngs and Detammabton by e
Commismoners of the Alaska Departments of Nalwral Resources and Reverwe for issuance of 8
Licanse under the Alaska Gesine inducmmend Act (AGIA) It the » p

fo: evaluntng TC Alaska’'s proposed natwal gas pipelne projeci and the comumiaslonars’
delenmination as provided by AGIA. This Exeasive Summary Is part of the comynissioners Veitien

Findings and D that is anbop 10 bo publshed on May 28, 2008 This Goamenl is a
summary ondy. end is not Ihe »' final ation under AGIA and ts not a final sgancy
action
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ot Infrastructure Improvements
B Needed to Support Gas
Pipeline Construction

Legislative Briefing - June 13, 2008

GAS PIPELINE CORRIDOR

Prudhoe Bay To Canadian Border

BASIC TRANSPORTATION 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

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 intoa 2tc 3
Year Construction Winaow

Bad Roads = Slower Gasline Construction and
Increased Costs

Bid Ready Projects Save Future Inflation as well
as Maintenance Costs by Doing Projects Now




WHY NOW? coNTINUED

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

STATE FUNDS ADVANTAGES

Years

Federal $ Timeline|- 7+ Vears typical |

Environmental =
1 (
Design ' |
S | (]
Construction r ' | :
State S Tim@we_t%-j_xg% typiqal : |
Environmental| |
Design [_ State funded, 2-3
ROW years |faster pn
avera ;e

Construction




KEY CHOKEPOINTS

Atigun Pass

Yukon River Bridge

Fairbanks, North Pole, Delta Junction
Alaska Range and Thompson Pass
Haines and Haines Highway
Anchorage to Wasilla

LIANA | ;;7;,-_.--1-_ A, R, S
SOUTH SIDE OF ATIGUN PASS

T

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
CORRIDOR DESCRIPTION A

< Upgrade Bridges, Highways, Material Sites and
Maintenance Camps

Improve Safety and Drivability
Width
Alignment
Grades
Embankment
Surfacing Improvements

« Improve Maintainability
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Transportation Comridors Identified e
for Ongoing Analysls '
O DOT Bridge Projects
© DOT Road Projects
ARRC Projects
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GAS PIPELINE TRANSPORTATION CORRIDOR
DESCRIPTION

Part 1
Dalton/Elliott Highways - Prudhoe Bay to Fairbanks

Hub in Fairbanks

Part 2
Richardson Highway - Fairbanks to Delta
- Alaska Highway - Delta to Canadian Border




DALTON HWY CORRIDORICOST SUMMARY_ _

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
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ELLIOTT HWY CORRIDOR COST SUMMARY

« Scope: 6 Projects Along 73-Mile segment
3 Highway projects
1 Airport
1 Bridge
1 Facility
» Schedule: June 2009 - December 2014

Cost: $100 million
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RICHARDSON HWY CORRIDOR COST SUMMARY

Scope: 21 Projects along 95-mile segment
15 Highway projects
2 Bridges
4 Facilities

. Schedule: June 2009 - December 2014
« Cost: $300 million

ALASKA HWY CORRIDOR

y——
)
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ALASKA HWY CORRIDOR COST SUMMARY

Scope: 23 Projects along 200-mile segment
9 Highway projects
2 Airports
O Bridges
3 Facilities
Schedule: June 2009 - December 2014

Cost: $600 million

WHY START WITH DALTON HWY CORRIDOR

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 |ldentified, Permitted and Developed




ISSUE OF FINANCIAL RESPONSIBILITY

» 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?

FINANCIAL RESPONSIBILITY (2)

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




FINANCIAL RESPONSIBILITY 3y

Financial responsibility issues to be discussed:

Major activity site access such as turn lanes (camps, pip?
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&PF PROGRESS TO DATE

Full time coordinator in place

Key work identified (bridges, passing lanes,
highway reconstruction)

Federal funded projects underway
GO bond projects - November election

Started Conversations with Prospective
Builders




VISIBLE PROGRESS

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 CREATED

OIRECT FTEs 8 CREATED FTEs
Da%on § E1ct Comar YoecS)

FULL T'WWE EQUIVALENTS (FTE)

FISCAL YEAR

FYE = Full Time Equivalent: 1.0 FTE = 1 ful-tbime worker




NEXT STEPS

Begin work on Dalton Highway - $100M
Evaluate Needs for FY10 Budget
« Create State Gasline Permit Office
Streamline State Permit Process
Increase Federal Permitting Efficiencies
Establish Apprenticeship Programs
Establish MOU w/ Canadian Counterparts

OTHER ISSUES

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 Commissioner
Alaska DOT&PF
(907) 465-3900
frank.richards@alaska.gov




Modeling of Short- and Long-Term Employment
Generated by Construction and Operation of an
Alaska Natural Gas P|peI|ne PrOJ t

£ ARCADIS

Employment projections generated for ...

_ Construction Phase of the pipeline. and
installation of compressor stations, Gas
‘Treatment Plant and LNG facility

by

. ‘Operétibh Phase of the pipeiiné and
related facilities (compressor statlons
GTP and LNG plants) -

Exploratlon and Development work on
the North Slope spurred by operatlon of
natural gas plpellne A

K ARCADIS




Sources of Data/Model Used

* Sources of Data

— Cost'data from TC Alaska AGIA Appllcatton .
and other information prowded to the State it

— ‘Data generated by State’ s consultants
— Information from Division of Oil and Gas-

* Model Used :
- IMPLAN ..
— Cost-driven ° ; T
- Uses Alaska-spemﬁc iabor factors

iR

£ ARCADIS

Construction Phase Assumptions

' Gas Treatment Plant and LNG facmty
Wlll be buult 0utsude

. Ma]or equrpment and matenals purchased
-Outsude : A

Labor force ln Valdez constramed by snze
of camp ‘ :

R ARCADIS




Construction Phase Employment Results

Any natural gas. pipeline proﬁect will create ;
thousands of. short—term constructton jObS v

Largest number of constructlon jObS wull be
avallable dunng a bnef peak penod

LNG optlon ' :
-~ 16,000 jobs in peak year L
- Longer peak penod due o LNG mstallatlon

TC}A]askalProducer Plpelme
- 15 000 jObS in peak year

Q ARCADIS

Operations Phase Employment Results

« TC Alaska or Producer Plpelme .__2001 P
operatlons jObS in Alaska ok RS

= LNG optlon ~600 operatlons jObS ln 4
Alaska .

k = =~200 jObS on the plpellne and. at GTP 4 ; AR
— ~400 ijS at LNG plant in Prince V\ﬁlllam Sound ( ” L} S

|
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E&D Employment: Scenario Development

- FERC regulations mandate an open
' access plpelme

. : | : ¥
 ‘Effective Open Access s dlfferent frorﬁl
' FERC-mandated openaccess . %

\ o

R ARCADIS

E&D Employment: Scenario Development

‘Effective Open Access pnpellne system
. — Reasonable transponatlon rates
= Timely oluntaexpansmns i

‘. Non—Eﬂ"ectwe Open Access plpellne |
system g

'~ Higher transportahon rates
— Does not offer voluntary expansuon

— May contain components (e.g.,an LNG facmty) T
that is not required to operate on anopen - | ” rh *
access basis X

£2 ARCADIS




E&D Employrnent Scenarios

7, 7] E\U; )bs 1o

produce ths g

.. TG Alaska,-Scenario
— Offers 'Effective Open
Access’

Bef/d

- Capacuty expansuons as
- demanded + Reasonable
tariffs = Favorable explorer
: .economlcs Aggressive
- E&D .actnvuty

E&D jobs to
54 produce this gas

. ‘Non-Effectlve Open
Access' Scenario

2 I — No capacity expansion
k1 — No new natural gas
11 - production (or E&D work)
0L until currenit fields fall off
U U g R R | - plateau
£ ARCADIS

E&D Employment: Assumptions

« New production facilities will be
constructed in Alaska

* New natural gas fields will be brought on- ‘
line to keep the pipeline full at a glven 4
assumed capacity

— 5.9 bef/d for TC Alaska Scenario

~ 4.5 bef/d for Non-Open Access Pipeline,
Scenario

2 ARCADIS




Results: E&D Employment

.. TC Alaska Ry R L Al

_ Approximately 72,000 E&D jObS i the: 201510 .
2045 tlmeframe e :

— Jobs may be created as earl'y as 20.'1‘ 57

e

* Non-Effective Open Access PI'OjeCt

— Approximately 47,000’ E&D jobs in the 2015to
2045 tlmeframe e e

.~ Job creation may be delayed as late as 2026

£ ARCADIS

Results: E&D Employment

- Timing of E&D job creation is a funct|on of
a plpellne S charactenstlcs '

- Effectlve Open Access‘ Jobs So‘oner" b S
. — Non-Effective Open Access = Job Creatlon - g
Delay B i, e

Creatmg new natural gas basm-related
jobs sooner is:important ..

— Offset job losses likely to occur as exlstlng onl" :
fields decline

—- Maintain exusting skill sets and talent pool
in Alaska

£ ARCADIS
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 AnExplorer's Viewof
‘Gas Pipeline Issues

N
¥ e
P

Alaska Division of Oil & Gas
June 13, 2008

8 '@ Alaska Department of
Natural
Resources

Explorer's Decision Tree

Sancbon Exploration Dnling | Sanchon Delneatan Orivg | Sarcson Cevetgmet
{15t Wel) (2nd g d Wels)

Prospect Explocation
and Developmem
Dacision Tree* T 3P

1530

' Assumes land position aready established and prospect is identfied and ready lo dril

6/12/2008




Key Lessons From the Model

« Expioration is risky: big chance of big
spend but no payoff

* Need big payoff from the success leg to
pay for the large probability of failure

* |f payoff from the success leg isn't
sufficiently large, initial exploration
never occurs

How 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

6/12/2008
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Tariff Provisions
_ Effect of Rolled-in vs. Incremental
EMV Benefits of AGIA versus FERC Open-Season Rules*
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Shipper Shipper Shipper Shipper ;

~ *Expected monctary value (EMV) of a geperic North Slope sand-alone gas
prospect; 7525 D/E capital structure for basc tanffs, 6020 for cxpansioas: $8.00
AECO gas price, flat, real
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yr: Prospect Analysis 08051 3b Regwonal Explontion Scesanios xism

Tariff Provisions

Effect of Rolled-in, 75/25 D/E vs. Incremental, 50/50 D/E
EMV Benefits of AGIA versus FERC Open-Season Rules*
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*Expected monetary value (EMV) of a generic North Slope stand-
alone gas prospect; $8.00 AECO gas price, flat, real
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Critical Results on Access
Delays

. 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

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

6/12/2008

How Discounting Works

Present Value of $100 Cash Flow in Future Years
Sensitivity to Discount Rate

—2% Discount Rate

—5% Discount Rate

—8% Discount Rate
10% Discount Rate

20.00

Today's value of $100 in the future
3
8

000  15% Discount Rats

1 2 3 4 5§ 6 7 8 9 10 11 12 13 14 15 16 17 18 19 20
6/12/2008 8
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| ProspectﬁEconomlcs
Effect of Delay: AGIA vs. FERC Open-Season Rules "

G e \"’5-" :'3{?{'«2

0.0
-1.0
20 |
3.0 |
4.0 |
-5.0
-6.0
7.0 |
8.0
9.0
-10.0

Change in EMV ($MM)

0 1 2 3 4 5 6 7 8
Years of Delay Between Delineation and Development

*Expected monetary value (EMV) of a generic North Slope stand-alone gas prospect
6/1272008 9

tje: Prospect Analysis 0805135 Regional Exploration Scenarios.xism

End
(Appendix Follows. For full model details
see AGIA Finding, Appendix L)

6/12/2008 10




The Exploration Model
Base Case Assumptions

10% discount rate for operator (5% for SOA)

Land is already leased over attractive prospect

Seismic data is already owned over prospect

Prospect is sanctioned for exploration drilling

1%t exploration well cost = $38 MM® in Year 1 of the project

2 well delineation program cost = $25 MM* each in Year 2 and Year
3 of the project

Pad and facilities construction begins in Year 4, cost is scaled to
production

Pipeline construction begins in Year 5, cost is scaled to production

Base Case (no delay) = 1%t gas sale in Year 8, 6 years after
delineation drilling

©om N3 0LE

*Undiscounted expense in todsy's dollars, before acy wx credas or incentives

6/12/2008

Defined Variables

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

*Fixed value or rate for every year of the model

6/12/2008




5 Drilling Success Probabilities

40% = Probability 15t exploration well finds gas
(geologic success)

60% = Probability delineation drilling program is
success

6/12/2008 13
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Development Scenario

Probabilities

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

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

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

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

6/122008 14
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