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RDC would like to cordially iavite you to be our guest at a
luncheon, hosted by BP, featuring the

BP Statistical Review of World Energy with
Mark Finley,General Manager, Global Energy
Markets and US Economics.

Thursday, June 19, 2008
12:00pm - 1:30 pm
Aft Deck, Captain Cook Hotel, Anchorage

If you're able to attend this event as our guest, please

RSVP by end of business June 18th bLy emailing

" dcrockett@akrdc.org or by calling (907)
276-0700 ext. 3.

Following is background information on this presentation
for your review.

For 57 years, The BP Statistical Review of World Energy has
provided high-quality, objective and globally consistent
data on world energy markets. The Raoview is one of the
most widely respected and authoritative publications in the
field of energy economics, used for reference by the media,
academia, world governments and energy companies. A new
edition is published every June.

Mark Finley is General Manager, Global Energy Markets and
US Economics for BP in Washington, D.C. He is responsible
for BP's coverage of global energy markets as well as the
annual BP Statistical Review of World Energy. He
previously served as BP's Head of ®nergy Analysis in
London. Finley has more than 20 years of private and
public experience as an energy economist.He is a Phi Beta
Kappa graduate of the University of Michigan(economics), and
holds graduate degrees from Northwestern University
(economics) and George Washington University (finance).

The Review is available online at:
http://www.bp.com/statisticalreview

We look forward to seeing you on Thursday, June 19th.
Sincerely,

The Resource Development Council
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Testimony by the Honorable Walter J. Hickel

Legislative hearing on the state’s finding

regarding the TransCanada gasline application —

June 18,2008 - 9 am - Howard Johnson Hotel, Anchorage

Thank you Mr. Chairman.

Let me begin with my bottom line.

The State of Alaska representing all of our people, the owners of the resources on the
State lands at the North Slope should build the Alaska natural gas pipeline.

We should hire a pipeline company, perhaps TransCanada, and build it and own it.
That’s the only way we can keep control of this resource that is worth untold billions.

Anytime you yield control of a public asset to a private company, you have to be content
to sit and wait. Because they are in control.

And if you yield control to foreign governments and their regulatory agencies, just move
to the back of the bus.

Before [ expand on that theme, I want to salute you, Mr. Chairman, and your colleagues
for holding these hearings. The issue is how to achicve maximum benefit from North
Slope natural gas resources.

That’s your assignment under the Constitution. As citizens of our Qwner State, all
Alaskans also have the obligation to follow this issue and make their views known.

Billions upon billions ot dollars are at stake.

We need to get Alaska gas to Alaskans...and to make that gas atfordable we need to
access the world’s markets. That means an All-Alaska gasline to Valdez and LNG
exports to the world.

Our neighbor nations on the Pacific Rim are ready to pay twice as much as Alberta or
Chicago. This week Japan is paying over $20 per mcf. They are paying $11.69 in
Alberta.

The last time | saw you, Mr. Chairman, was in Beijing where we met with leaders in
Chinese oil and gas. That was an important trip. We must understand the world. And
we need vision. Vision is the key to a pioneering country. And to me the vision is clear,
and it is based on our reality.

For 50 years of statehood, Alaska's political ties have been with America...and thank
God for that...... but out economic ties have been with Asia.
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We offered our timber, coal, and LLNG to the South 48, but we couldn’t get them past
Seattle. So we made friends and contacts in Japan and Korea, and we built our young
economy based on those relationships. In 1969, we pioneered the first LNG shipments to
Japan from anywhere...shipments that continue from Kenai today.

Wake up, America! It’s a world economy. Check the labels on your T shirt and the
names oi your TV and automobile. Chances are they weren’t made in America.

Our national economy, that means our standard of living. depends on our productivity
and our ability to compete. We won’t survive by just playing the stock market. There is
no wealth without production.

I commend Governor Sarah Palin for introducing a wide-open, transparent process on the
gasline issue. For years, the North Slope producers claimed that Alaska natural gas was
not economic. They said there was no market. But AGIA produced 5 eager applicants
and the producers changed their tune. They cobbled together yet another public relations
campaign about a gasline project that I promise you will never be built.

We’ve seen this before....over and over. And they still bad mouth [LNG.

If LNG is so bad, why are they so heavily involved? ConocoPhillips has invested $60
billion in the largest LNG liquefaction plant in the world in Qatar. BP has an LNG
project in Tangguh, Indonesia. And Exxon has a new project in Papua/New Guinea.
And that’s only part of the story.

[.adies and gentlemen, they don’t oppose LNG. They oppose Alaska LNG. Because our
LNG competes with their LNG.

And the truth is LNG is changing the world. You can’t build a pipeline to Australia.
Japan, India or China.

It’s no secret that [ am opposed to giving an exclusive license to TransCanada. The public
thinks that they plan to ship North Slope gas to America. But their goal. and they don’t
deny it, is to use most of our gas to heat the Alberta tar sands to create synthetic oil.

And they face obstacles and delays beyond our control. And the key word is *“control.™

They admit that the McKenzie River pipeline, mired in problems, will go ahead of an
Alaska gasline. More delay.

The Canadian Supreme Court has ruled. and rightly so, that the Canadian government
must “consult and accommodate” even those First Nations that have not resolved their
land claims when it comes to issues. such as a pipeline, that impact their traditional
territory. More delay.

9




TransCanada cannot build a 4.5 billion cubic foot per day pipeline without gas from the
producers. More delay.

And producer gas carries the bombshell of demands for “fiscal certainty.” And you all
know what that means.

What’s more, without even so much as a mention, TransCanada plans to export millions
of barrels of our valuable North Slope gas liquids to Alberta. Those gas liquids should
stay in Alaska. Billions of dollars of state revenue and hundreds of value-added jobs for
Alaskans for decades rest on this one issue.

There is no reason to hold up the All-Alaska LNG line while we wait for TransCanada to
sort out their problems in Canada.

Last week Commissioner Pat Galvin and others from the Palin gasline team informed me
that TransCanada is prepared to hold a “simultaneous Open Season.” This means that
those who control North Slope gas will be invited to reserve space at the same time in
either a Canadian pipeline. Or in an All-Alaska pipeline to Valdez.

If the market wants to ship LING first, TransCanada will build the All-Alaska line first.
They didn’t mention, by the way, to which route the state will dedicate its gas.

But | was somewhat encouraged by what the Commissioner said, only to learn this week
that TransCanada has refused to clarify any such commitment to hold a *simultaneous
Open Season.”

This illustrates and underlines my message today. [f TransCanada is granted a license by
the state, the State will lose control.

Alaska appears to be caught between the producers on one side and a bad deal on the
other. So what do we do?

Fortunately, there is another option.

Ever since the people of Alaska voted six years ago in favor of an All-Alaska gasline,
they have been waiting. And now, with a crisis in Alaska fuel and energy costs. they are
getting frustrated. How much longer can they wait?

In Fairbanks last week, you heard loud and clear that we need Alaska’s gas for Alaska’s
people now! And the crisis in rural Alaska is worse. But it’s no good to have Alaska gas
if its costs arc sky high. The way to lower the price is through volume.

We must move our gas in a pipeline big enough to serve large markets. The best way to
do that is with an All-Alaska gasline to Valdez.




And the state should own it.

Without the Canadian government or FERC making us jump through a thousand hoops,
in 5 to 6 years we can get gas to Alaskans. And the entire project can be completed soon

thereafter.

If you will hold a hearing on how the state can build and own our own gasline, please
invite me back. It is not rocket science.

So I urge you to deny the TransCanada plan.

If you don’t, we will lose control of our gas, and Alaska will be locked into the market at
the end of that pipeline in Alberta.

As we meet here, there is a rush going on for new gas plays in Pennsylvania, West
Virginia, Texas and the Rockies. Alaska gas in the South 48 will face severe competition

in a few years time.

That means that our gas, instead of serving America as Gov. Palin sincerely hopes it will,
will stay in Alberta and be used to heat the tar sands.

So let's take the faster, better and more beneficial altemative.
Let's build and own the Alaska gasline ourselves.

With LNG. we will serve the world. We will move our gas to the highest and best
markets, and we will keep the jobs here at home.

That’s **maximum benefit” for our people. And that’s your responsibility. Your
opportunity. And the mission of this generation.

Thank you.
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RESOURCES /  PetroTel

of Oll and Gas

“"Do we have enough data in Point Thomson 16

ers in Oil and Cas Technology

define a Full Field Pian of Development for both
the oil and gas reserves?

19 wells have been drilled
14 wells penetrated Point Thomson reservoirs
3600 ft of high quality core has been taken and analyzed

20 well tests have been completed, defining rates and
pressures

Eight 3D seismic surveys have been acquired and interpreted

Multiple fluid samples have been taken and fluid property
evaluations have been conducted

Conclusion: The type and amount of reservoir data is
sufficient to develop a Full Field Plan of Development for oil
and gas development at the Point Thomson Field




A Alaska Department of
RESOURCES /  PetroTel

Leaders in Oil and Gas Technology

Response to Exxon Presentation

%7 Division of Ol and Gas

Exxon presented yesterday that they did not see a reduction
in Pt Thomson well productivity due to condensate dropout.

Their own published work on the Arun Field in Indonesia (with
a condensate yield of 65 STB/MMSCF shows a 50% reduction
in well productivity occuring during blowdown.

As a result, Exxon initiated lean gas injection in Arun, as soon
as production began, to minimize liquid drop out and to
maximize condensate recovery.

In a blowdown scenario, 2 to 3 times the number of wells will
be required to maintain the same rate. Producing oil earlier,
will require fewer number of wells in the long term.

Condensate will be trapped in the reservoir in a blowdown
scenario, thereby reducing liquid recovery.
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Point Thomson Well Productivity During Blowdown

Drainage Area 3400 Acres, k=120 md, thickness = 200 ft,
Initial Pressure = 10,200 psi
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'NATURAL
RESOURCES PetroTel
" Leaders in Oit and Gas Technology

S Take Home Point
Point Thomson Blowdown

* |t will require very aggressive additional

drilling schedule (S100 Million/well) for up to
50 wells to maintain a stable gas rate for the
pipeline for the next twenty-five years.

* This is because of the condensate dropout and
the drop in reservoir pressure over time.
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Exxon Description of Gas Cycllng

* “What do we mean by cycling gas to produced
condensate? The cycling of gas requires two
wells; a production well and an injection well.
These wells will be placed four miles apart in
the heart of the reservoir to provide a true
test on the effectiveness of cycling gas at Point
Thomson....”
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Division of Ol and Gas
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ﬁ’etroTel

Leaders in Oil and Cas Technology

What is Gas Cycling?

Exxon’s gas cycling description is NOT a gas cycling project by industry
definition. Their depiction of fluid movement is wrong by laws of physics.
The dry gas will go to the top and gravity tongue. It will breakthrough to
high permeability zones to the producing well resulting in poor sweep.
They show dry gas which is lighter going to the bottom of the reservoir.

In PetroTel’s design of gas cycling, the injectors are placed at the apex or at
the highest points in the structure to maximize sweep.

Exxon’s 4 miles distance (per their written testimony) is too long a
distance to observe pressure support in a reasonable amount of time




Alaska Department of
NATURAL
RESOURCES

Division of Oil and Gas

Prudhoe Bay Gas Reqwrements'm

Prudhoe Bay is undergoing a major APEX water
injection program to maintain pressure

The purpose of water injection project was to
facilitate gas sales.

AOGCC have quantified the effect of different gas
offtakes based on modeling work.

This work was used to justify the offtake in 2019 for
AGIA pipeline requirements from Prudhoe Bay.

Black and Veatch study shows the AGIA pipeline is
still robust without Point Thomson gas.
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BUILDING A WORLD OF DIFFERENCE® BLACK & VEATCH

Overview of the Methodology Utilized to
Determine the Net Present Value to Stakeholders

State of Alaska — Anchorage Special Session

June 18, 2008
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BUILDING A WORLD OF DIFFERENCE" BLACK & VEATCH

What are the key factors to determine NPV?

1. An estimate of cash flows, net, by year:
e Includes capital expenditures, operating expenses and revenue

2. An assumption about the discount rate.
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BUILDING A WORLD OF DIFFERENCE! = BLACK & VEATCH

A discount rate is needed to calculate NPV for each
project stakeholder.

e Discount rate is a price. It is the price associated with waiting to get a
benefit, versus getting a benefit today.

e Many factors can influence the price of waiting (discount rate). These
include: alternative investmernt returns, ones cost of capital, general
inflation conditions, concern for the well being of future generations

e Discount rates' vary by stakeholder:
e State — 5% (Sensitivities of 0%, 2%, 6%, 8% were also used)
e TransCanada —8.8% — (lhndid asti - “44,;,‘;;@%74 s 3
e Producers — 10% and 15%
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BUILDING A WORLD OF DIFFERENCE" : BLACK & VEATCH

Discounting Example
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BUILDING A WORLD OF DIFFERENCE" : BLACK & VEATCH

Net Present Value (NPV) calculates how much a stream of
future cash flows are worth today.

Present Value of $100 Cash Flow in Future
Discount Rate = 5%

120.00
¢ /Today
£ 100.00 < & @ . :
S Due to inflation, a
£ 80.00 | dollar today is
£ | | worth more than
o 60.00 | 2
=) ‘ a dollar is worth
1; 40.00 in the future.
[+))
= 20.00 ‘The Future’
>

0.00 -~ - :
12345678 91011121314151617181920
Years
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BUILDING A WORLD OF DIFFERENCE"® BLACK & VEATCH

$245 billion of Cash Flow = $61 billion of NPV,

e NPV, of State’s cash flow for a 4.0 Bcf/d project is $61 billion.
e Total State Net Cash-flow (undiscounted) is $245 billion.
® These results indicate that the State is indifferent to:

e Having $61 billion foday (Remember - NPV is a measure of what

future dollars are worth today)

e and having $245 billion of cash flow starting in year 2020 extending
through 2044.

PN
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Testimony by the Honorable Walter J. Hickel

Legislative hearing on the state’s finding

regarding the TransCanada gasline application —

June 18, 2008 - 9 am - Howard Johnson Hotel, Anchorage

Thank you Mr. Chairman.
Let me begin with my bottom line.

The State of Alaska representing all of our people, the owners of the resources on the
State lands at the North Slope should build the Alaska natural gas pipeline.

We should hire a pipeline company, perhaps TransCanada, and build it and own it.
That's the only way we can keep control of this resource that is worth untold billions.

Anytime you yield control of a public asset to a private company, you have to be content
to sit and wait. Because they are in control.

And if you yield control to foreign governments and their regulatory agencies. just move
to the back of the bus.

Before | expand on that theme, | want to salute you, Mr. Chairman, and your collcagues
for holding these hearings. The issue is how to achieve maximum benefit from North
Slope natural gas resources.

That’s your assignment under the Constitution. As citizens of our Owner State, all
Alaskans also have the obligation to follow this issue and make their views known.

Billions upon billions of dollars are at stake.

We need to get Alaska gas to Alaskans...and to make that gas affordable we need to
access the world's markets. That means an All-Alaska gasline to Valdez and LNG
exports to the world.

Our neighbor nations on the Pacific Rim are ready to pay twice as much as Alberta or
Chicago. This week Japan is paying over $20 per mcf. They are paying $11.69 in
Alberta.

The last time [ saw you. Mr. Chairman, was in Beijing where we met with leaders in
Chinese oil and gas. That was an important trip. We must understand the world. And
we need vision. Vision is the key to a pioneering country. And to me the vision is clear,
and it is based on our reality.

For 50 vears of statehood, Alaska’s political ties have been with America...and thank
God for that...... but out economic ties have been with Asia.




We offered our timber, coal, and LNG to the South 48, but we couldn’t get them past
Seattle. So we made friends and contacts ir¥apan and Korea. and we built our young
economy based on those relationships. fIn 1969, )we pioneered the first LNG shipmentsto
Japan from anywhere...shipments that contind€ from Kenai today.

Wake up, America! It’s a world economy. Check the labels on your T shirt and the
names on your TV and automobile. Chances arc they weren’t made in America.

Our national economy, that means our standard of living, depends on our productivity
and our ability to compete. We won't survive by just playing the stock market. There is
no wealth without production.

I commend Governor Sarah Palin for introducing a wide-open, transparent process on the
gasline issue. For years, the North Slope producers claimed that Alaska natural gas was
not economic. They said there was no market. But AGIA produced 5 eager applicants
and the producers changed their tune. They cobbled together yet another public relations
campaign about a gasline project that | promise you will never be built.

We’ve seen this before....over and over. And they still bad mouth LNG.

If LNG is so bad. why are they so heavily involved? ConocoPhillips has invested $60
billion in the largest LNG liquefaction plant in the world in Qatar. BP has an LNG
project in Tangguh, Indonesia. And Exxon has a new project in Papua/New Guinea.
And that's only part of the story.

[.adies and gentlemen. they don’t oppose LNG. They oppose Alaska I.NG. Because our
LNG competes with their LNG.

And the truth is LNG is changing the world. You can’t build a pipeline to Australia,
Japan. India or China.

It’s no secret that I am opposed to giving an exclusive license to TransCanada. The public
thinks that they plan to ship North Slope gas to America. But their goal. and they don’t
deny it, is to use most of our gas to heat the Alberta tar sands to create synthetic oil.

And they face obstacles and delays bevond our control. And the key word is “*control.™

They admit that the McKenzie River pipeline. mired in problems, will go ahcad of an
Alaska gasline. More delay.

The Canadian Supreme Court has ruled, and rightly so. that the Canadian government
must ““consult and accommodate™ even those First Nations that have not resolved their
land claims when it comes to issues, such as a pipeline, that impact their traditional
territory. More delay.




TransCanada cannot build a 4.5 billion cubic foot per day pipeline without gas from the
producers. More delay.

And producer gas carries the bombshell of demands for “fiscal certainty.” And you ali
know what that means.

What's more. without even so much as a-mention, TransCanada plans to export millions
of barrels of our valuable North Slopg gas/liguid&té Alberta. Those gas liguids should
stay in Alaska. Billions of dollars of state revenue and hundreds of value-added jobs for
Alaskans for decades rest on this one issue.

There is no reason to hold up the All-Alaska LNG line while we wait for TransCanada to
sort out their problems in Canada.

Last week Commissioner Pat Galvin and others from the Palin gasline tcam informed me
that TransCanada is prepared to hold a “simultaneous Open Season.” This means that
those who control North Slope gas will be invited to reserve space at the same time in
either a Canadian pipeline. Or in an All-Alaska pipeline to Valdez.

If the market wants to ship [.NG first, TransCanada will build the All-Aiaska line first.
They didn’t mention, by the way, to which route the state will dedicate its gas.

But | was somewhat encouraged by what the Commissioner said, only to leamn this week
that TransCanada has refused to clarify any such commitment to hold a “simultaneous
Open Season.”

This illustrates and underlines my message today. If TransCanada is granted a license by
the state, the State will lose control.

Alaska appears to be caught between the producers on cne side and a bad deal on the
other. So what do we do?

Fortunately. there is another option.

Ever since the people of Alaska voted six years ago in favor of an All-Alaska gasline,
they have been waiting. And now, with a crisis in Alaska tuel and energy costs, they are
getting frustrated. How much longer can they wait?

In Fairbanks last week, you heard loud and clear that we need Alaska’s gas for Alaska’s
people now! And the crisis in rural Alaska is worse. But it’s no good to have Alaska gas
if its costs are sky high. The way to lower the price is through volume.

We must move our gas in a pipeline big enough to serve large markets. The best way to
do that is with an All-Alaska gasline to Valdez.
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And the state should own it.

Without the Canadian government or FERC making us jump through a thousand hoops,
in 5 to 6 years we can get gas to Alaskans. And the entire project can be completed soon

thereafter.

If you will hold a hearing on how the state can build and own our own gasline, please
invite me back. It is not rocket science.

So I urge you to deny the TransCanada plan.

If you don’t, we will lose control of our gas, and Alaska will be locked into the market at
the end of that pipeline in Alberta.

As we meet here, there is a rush going on for new gas plays in Pennsylvania, West
Virginia, Texas and the Rockies. Alaska gas in the South 48 will face severe competition
in a few years time.

That means that our gas, instead of serving America as Gov. Palin sincerely hopes it will,
will stay in Alberta and be used to heat the tar sands.

So let’s take the faster, better and more beneficial alternative.
Let’s build and own the Alaska gasline ourselves.

With LNG, we will serve the world. We will move our gas to the highest and best
markets, and we will keep the jobs here at home.

That’s *maximum benefit” for our pcople. And that’s your responsibility. Your
opportunity. And the mission of this generation.

Thank you.






