2007-2008 HRLS 12319



Get a Pipeline
Jobs and long-term careers

Opportunity of affordable energy for Alaskans

Maximize state revenue and create
opportunity for future growth of state
economy

- Lowest Reasonable Transportation Rates (tariff)

- Expansion Provisions



TC Alaska Project

Eval ua-tl On The Alaska Gasline Inducement Act

Economic Evaluation
-N et Present Value (NPV) to the State

-NPV to the Producers

Likelihood of Success



TC Alaska Project

Evaluation

The Alaska Gasline Inducement Act

As allowed In AGIA, TC Alaska's
application had alternative project
desighs based on how much gas was

committed at the iInitial open season

Analysis considered many different

possible designs



e Two "Base Cases" Reported for TC Alaska's Project

- "Proposal Base Case"
e 4.5 Bcf/d (including 0.9 Bcf/d from Pt. Thomson)
e 75/25 debt to equity
e 14% return on equity

e 25 year shipping contracts

- "Conservative Base Case"
e 4.0 Bcf/d (No gas from Pt. Thomson)
e 75/25 debt to equity
e 14% return on equity

e 20 year shipping contracts

10



Factors in NPV Analysis

- Gas Prices

-Transportation Costs
e Pipeline Project Capital Costs

e Cost Escalation Rates
e |nitial Pipeline Throughput

e Tariff Terms (e.g. debt to equity ratio)

- Pipeline Construction Schedule

- Gas Production Costs

11



Project Economic

/ \n aIySIS The Alaska Gasline Inducement Act

Gas Price Models
— Separate price forecasts were obtained from
e US DOE's Energy Information Administration (EIA)

 Wood Mackenzie
e Gas Strategies Consulting

e Black and Veatch

12



Project Economic

Analysis
* Project Cost and Schedule

— "Technical Team", included

Westney Consulting

Energy Project Consultants
Pingo International

AMEC Paragon

Colt Engineering

Mustang Management
Energy Operations Consulting
Black and Veatch

Merlin Associates

13



2-
Project Economic

Analysis
 Project Cost Estimates - Mid-Range

— Proposal Base Case

 $31 Billion in today's dollars
- $3.19 tariff

e $45 Billion in dollars spent
- $4.73 tariff

- Conservative Base Case

 $29 Billion in today's dollars
- $3.59 tariff

e $42 Billion in dollars spent
- $5.33 tariff

14



Project Economic

An aIySiS The Alaska Gasline Inducement Act
Project Cost Estimates - Why Higher than TC Alaska's?

Different Purposes - Project Planning vs. Risk Assessment

- TC Alaska's Cost Estimates are "realistically aggressive" and
appropriate for project planning
e Analytical team tested sensitivity of estimates to changed

circumstances
- Difference Between Assumptions Mandated in the RFA and
the final analysis assumptions

e Exchange rate, cost escalation rate

- Assumed "Neutral Competence" of Operator

- Cost of the GTP

e One vs. Two seasons of sea-lift

15



Project Economic

An aIySiS The Alaska Gasline Inducement Act
Project Schedule
- Mid-range probability put first gas in 2020

- State's Canadian Counsel advised on expected
regulatory timeline in Canada, including First

Nation issues

16



Project Economic
An aIySiS The Alaska Gasline Inducement Act

Reporting NPV Results - Proposal Base Case
- Gas Prices (WoodMac)

-Transportation Costs
e Pipeline Project Capital Costs ($31.5 billion)

e Cost Escalation Rates (4%)
e |nitial Pipeline Throughput (4.5 Bcf/u)
e Tariff Terms (e.g. debt to equity ratio[75/25j)

- Pipeline Construction Schedule (2020)

- Gas Production Costs

17



Project Economic

n Iy$\I/S~ The Alaska Gasline Inducement Act

Proposal Base Case Results

The State of Alaska would realize an
estimated cash flow of $261.5 billion, and an
estimated NPV of approximately $66.1 billion
at a discount rate of 5%.

The Major North Slope Producers would
realize an estimated cash flow of $147.4
billion, and an estimated NPV of
approximately $13.5 billion at a discount rate

of 10%.



Project Economic

Conservative Base Case Results

The State's NPV decreases by 8% from the
Proposal Base Case to $60.7 billion.

The Major North Slope Producers NPV
decreases by 9% to $12.3 billion.

19



Project Economic
Analysis

State NPV at Various Initial Throughput

State NPV

4.5 Bcf/d 4.0 Bcf/d 3.5 Bcf/d

20



Project Economic

Analysis

The Alaska Gasline Inducement Act

The Project Economics are Extremely Robust

- It would take a"perfect storm" of worst case
scenarios of multiple factors for the Project to be
uneconomic to the Producers.

- Indeed, a "perfect storm" of low gas prices and
high construction costs, together, are not enough
to generate a negative NPV for the State.

21



$500 Million Matching

Contribution

The Alaska Gasline Inducement Act

Effect of State's $500 Million Matching

Contribution to TC Alaska's Project

eTariff is reduced by 6 cents

e State's NPV increases by $200

Million

22



« TC Alaska has submitted a plan for its project
that is technically feasible, reasonable, and
specific.

« TC Alaska has demonstrated the technical and
financial ability to construct the project.

« TC Alaska has submitted a reasonable
commercial plan which, coupled with
economic and political factors, should help to

encourage firm shipping commitments



Attracting Gas Commitments N
to TC Alaska's Project NG T

j The Alaska Gasline Inducement Act

Robust economics and reasonable commercial
terms.

« Extremely capable pipeline company.

e State's Upstream Inducements

- 10-year tax certainty

- Royalty valuation certainty

 Avoid Problems of Not Committing Gas

Duty to develop

Anti-trust

Congressional Attention

Shareholder Questions 24



TC Alaska Project Is Likely to

Succeed

The Alaska Gasline Indjcement Act

Contingent Liability Issue

 Risk of litigation is significantly overstated.

 Potential legal claims by withdrawn partners
are, at best, weak and unlikely to succeed.

« Not a reasonable basis for the Major North
Slope Producers to refrain from partnering
with TC Alaska or contracting with the Project.

25



The Alaska Gasline Inducement Act

Producer Project (Denali)

LNG Options

26



Denali Project Is More Risky

For the State

The Alaska Gasline Inducement Act

Lack of commitments create risks for state

No certainty on project schedule
- Likely Anti-trust Challenges

Undefined tariff terms

-  Example, 50/50 debt to equity increases the tariff by $1 compared to
75/25, costing the state over $8 billion in NPV

Undefined state fiscal concessions needed for Denali

-  SGDA concessions worth over $10 billion

No Certainty on Expansion Provisions

- Producer Incentives to exercise basin control
- Stifles North Siope basin development

- Loss of long-term jobs and careers

- Loss of Potential LNG development



Producer Pipeline
ConSidera’tiOnS The Alaska Gasline Inducement Act

 Even if TC Alaska License Is issued, Producers can
proceed with Denali, commit gas to it, and build it
without any additional state concessions

e State has significant interest in attracting Producers
to commit gas to TC Alaska's project
- Expansion Provisions

- Lowest reasonable tariff - Highest Netback

o State Needs to Use Power of Competition to
Protect Alaskans Interests

28



LNG Analysis

The Alaska Gasline Inducement Act

 Extensive Analysis of LNG economics and
likelihood of success

Asian market price

LNG project costs and schedule

How LNG projects are developed

Potential hurdles for LNG projects

29



LNG Economic Analysis

The Alaska Gasline Inducement Act — —

Ran economics on both a 2.7 bcf/d and 4.5 Bcf/d
projects

Alaskan LNG is economical and viable

Confirmed Asian market premium price

Liguefaction plant costs create an economic drag

LNG does not provide time or cost savings over TC
Alaska project

State and Producer NPV lower under all stand-alone
LNG options than under TC Alaska project

30



LNG Likelihood of
success H58BH

The Alaska Gasline Inducement Act

 LNG is viable, but less likely to succeed

without TC Alaska Project

- Entire project stream, from gas supply, to
pipeline, to liquefaction, to tankers, to re-
gasification, to gas sales must be negotiated and

executed nearly simultaneously
- Expansions are more difficult because of size
- Export authorization is a challenge

31



e |If gas is committed, TC Alaska will transport
gas from Delta Junction to Prince William

Sound

 LNG project will benefit from TC Alaska's
financial and technical capabilities

« State will benefit from supplying gas to both
LNG and North American markets

 "Y line" isthe best LNG option for the state



Considerations

Treble Damages Exposure

Competition

33



Treble Damages

Exposure The Alaska Gasline Inducement Act
$Millions
r 3x TC Cumulative
| State TC Alaska Alaska State

Year Annual Spend Expenditure Expenditure Expenditure Exposure
2008 $41 $21 $21 $62 $82
2009* $42 $21 $21 $63 $166
2009 $34 $31 $3 $1° $207
2010 $141 $127 $14 $42 $376
2011 $144 $130 $14 $43 $549
2012 $147 $132 $15 $44 $726
2013 $75 $39 $36 $109 $874
Total $625 $500 $125 $374 $874

*Scheduled Open Season

Expenditure Schedule Based on TC Alaska Application 24



Competition

wiNii«pcWrwwwii»r»i' MM i-m »e —¢m e

/[ v V. /

Producers Potential Applicants Conoco Plan Denali Dei$li
vs. AGIA vs. Each Other vs. AGIA andTC”Vlaska



« TC Alaska's Project Maximizes Benefits to
Alaskans

Best Chance to Get a Pipeline

Expansion Provisions Provide Best Chance for Jobs
and Long-Term Careers for Alaskans

Increases Alaskans Opportunity of Affordable
Energy

- Maximizes State Revenue

« TC Alaska's Project is Better for the State than
LNG Options and the Producer Project (Denali)

36






TransCanada's AGIA Application
Statewide Legislative Hearings

June / July 2008 ((J) TransCanada
Inluaress to deliver
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TrénsCanada;s .Objectives - Alaska I;rojec't

(0]

Early in-service
e Largest investment opportunity in core business line and geographic
footprint
- Utilize spare capacity on existing North American pipelines
- LNG market as alternative investment opportunity
Encourage long-run basin development
« Serve In-State and other markets
- Increase market and supply diversity
- Growth investment opportunities
- Pipeline expansions can create "virtuous circle"
* Pipeline expansions promote more exploration and drilling which, if
successful, leads to more pipeline expansions
Equitable treatrr ?nt for all customers
* 50-year successful track record of balancing interests
o |Initial and future
e Large and small

TransCanada

TransCanada June 2008



TransCanada's Credentials.-

Frudhoe Bay!

Boundary Lak>

Proposed Alaska pipeline
TransCanada-owned pipelines
Other natural gas pipelines
Keystone pipeline

TransCanada June 2008

Miles of Pipe
e in U.S.

Compression

Horsepower

Throughput

Volumes

1957/58
TransCanada's

Mainline

1990s
Expansion

2008 - 2009
Keystone Pipe

TransCanada  Alaska Pipeline

Total Project
36,500 1,715
¢ IZ(HJ * 750 in Alaska
5,370,000 750,000
* 265,000 in
Alaska
15 bcf/d 4.5 bcf/d

Original build across Canada

2,300 miles

7,000 miles
Completed within 0.6% of budget

and on schedule

2,150 miles
New build in U.S. - 1,380 miles

TransCanada
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Proven Basip Developer -Alberta Example

1958
1965

1975
1985

2005

Regulatory Structure

* Independent pipeline model

* Rolled-in tolls V
« 3 customers in 1958, 300+ today

*



Proven Basin Developer -
Mainline Example 1960

TransCanada System 1Q60

TransCanada

5 TransCanada June 2008



Proven Basin Developer -
Mainline Example 2008

Alberta

Regulatory Structure
 Independent pipeline model
 Rolled-in tolls

« 3 customers in 1958, 300+ today



A.GIA "Must Haves" V f iy
) ' X- : . ..
AGIA "Must Haves” TransCanada's Application Completeness
1 Filed by deadline Filed on November 30, 2007 /
2 Project details &Schedule Alaska Highway route
5hcf/J GTP and 48" 2500/2600 psi pipe y
2017 November in-service*
3 Open season date certain Completed by Sept. 2009
Apply for FERC pre-filing June 2010% -not contingent on Open Season y
I Apply for FERC CPCN December 2011* -as ahove
4. RCA filing VA N /4
5 Open season frequency Once every 2years y
6 Expansions -Commitment to expand  Yes, 45 bef/d initial design capacity y
in engineering increments Expandable to 59 bef/d with compression only
7. Rolled-in tolls Up to 115% of initial rates in Alaska y
Full rollec-in rates in Canada
8 (as treatment plant TransCanada will t Jild if 3d parties do not y
O State reimbursement Up to $600 million y
' Subject to AC IA license by April 2008 TranSCan ada

7 TransCanada June 2008



AGIA "Must Haves" TransCanada's Application Completeness

10 Project debt ratio minimum Construction -70%
Operation - 75% (to reduce tolls)
11. Capital cost overrun measures TransCanada's return reduction (penalty)
Potential $18 B loan guarantee (Stable tolls) y
12 In-state deliveries Min. Sdelivery points v y
13 In-state delivery rates Distance sensitive rates ,
14 Local headquarters in Alaska Yes
15 Local hire, local businesses, etc. Opportunties for local ire and busiesses
16 Waive right to appeal Waived ,
17, Project labor agreement Commit to negotiate PLA
18 Treatment of State reimbursement Excluded from rate base z
19 Details of Applicant Provided
20Readiness, financial resources and Proven record and demonstrated capability '
technical ability of Applicant y
TransCanada

8 TransCanada June 2008
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TransCanada's Compg/&etitive Response to AGIA

TransCanada bid to win - competitive enhancements

* Initial system design with inexpensive expandability

« Gas treatment plant ownership, if no 3rd party willing to build

« Equity opportunity for shippers committing gas in initial open
season

e 75% debt vs. 70% minimum limit in AGIA
e Toll reduction of $0.09/mmbtu

« TransCanada's return reduction in event of capital cost
overruns

 Fort Nelson Option upside
* Toll reduction of $0.13 -$0.18/mmbtu

« LNG alternative if insufficient gas commitments through
Canada , or via Y-line

TransCanada

TransCanada June 2008 n
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Alaska Pipeline Project

‘U

TBrrftonn

TransCanada

AJaiki Pipeline Project

TransCanada June 2008

A'"erta Hub is the most
liguid wiarket in North
America

TransCanada's Alberta
System is the Alberta Hub

Access to all North American
m arkets coast-to-coast on
TransCanada's existing
pipelines
By 2018, spare takeaway
capacity sufficient for full
Alaska volumes

One-third of Alaska pipeline
in-service as Prebuild moving
3 BCFD

LNG alternative if insufficient
gas commitments through
Canada or via Y -line

TransCanada



Project Description |

Gas treatment plant at Prudhoe Bay

m 5 Bcf/d initial capacity

- TransCanada will develop/own only if necessary
Natural gas pipeline from Prudhoe Bay to Alberta Hub
- 4.5 Bcf/d initial capacity

» Expansion to 5.9 Bcf/d with compression only

- More than 1700 miles

- 48-inch diameter; 2500/2600 psig
Alberta Hub to Lower 48

e TransCanada's existing pipeline system in Alberta is the "Alberta
Hub"

 TransCanada's Alberta pipeline is both a physical and commercial
system

- Largest natural gas trading hub in North America

e By 2018, downstream pipelines projected to have spare capacity
for full Alaska volumes

., TransCanada

TransCanada June 2008



Project Economics 1

e Capital costs
m $26 billion (2007 $US excluding AFUDC)

m Approximately $0.6 billion for Open Season and
regulatory certification

e Tolls
m $US 2.76/MMbtu in 2018 to the Alberta Hub

m Levelized negotiated toll for 4.5 Bcf/d in nominal
dollars, including fuel

B Expansion Tolls
m Rolled-in tolls in Canada

- Rolled-in tolls in Alaska up to 115% of initial tolls,
including fuel

1Based on information provided by the State and current TransCanada estimates

(f3) TransCanada

12 TransCanada June 2008



Financial Parameters

Debt/Equity Ratio

» 70/30 during construction

B 7/5/25 upon completion of initial project

B 60/40 for all expansions

Return on Equity

B U.S. 10-year Treasury Note plus 965 basis points

B TransCanada's ROE will be adjusted downward in
first 5 years by up to 200 basis points in the event
of CAPEX overruns

Fuel

B 7.9% including GTP from Prudhoe Bay to Alberta
Hub

e $US 0.35/MMDbtu in 2018 @ 4.5 Bcf/d

Tanscanasa June 208 W J1 TransCanada



Aug 2008 Jul2010 Apr 2011 Qct 2012 Jun 2014 Nov 2014 Apr20ﬂ5 Apr 2018  Sep 2018

A O%%%%atseo ! PrEE—ﬁfng E‘ﬁﬁ& B SN ool %ﬁ’qtp%on il Gas

2008 2009 2010 A1 12 2013 2014 2015 2016 2017 2018

* AGIA license assumed tobe issued in August 2008

TransCanada

14 TransCanada June 2008



Partnership Opportunity 0

TransCanada will offer equity opportunity to Shippers in
the initial Open Season that subscribe for a threshold
volume

B Should improve likelihood of success and alignment
of interests between project sponsors and Shippers

TransCanada

TransCanada June 2008



Upstream Fiscal .Terms

e TransCanada's AGIA obligations are not conditional on a
review of Alaska's upstream fiscal terms.

e TransCanada acknowledges that this issue is between
the State and natural gas producers.

B TransCanada requests that the State review upstream
fiscal terms for natural gas prior to the initial open
season.

TransCanada

16 TransCanada June 2008



e Natural Gas Liquids (NGLs) Extraction
B TransCanada can accommodate NGL extraction in
Alaska or downstream
B TransCanada's Alberta system is straddled by three
NGL complexes owned by third parties
B EXcess capacity expected at those plants sufficient
to process Alaskan gas if Shippers so choose

e LNG Alternative
B TransCanada is willing to offer gas treatment and
transportation services from Prudhoe Bay to an LNG

terminal should insufficient gas be committed
through Canada or via a Y-line

TransCanada

17 TransCanada June 2008



Regulatory Structure

Alaska

B TransCanada Alaska Company, LLC will proceed
under Alaska Natural Gas Pipeline Act of 2004

Canada

B Foothills Pipe Lines Ltd. will proceed under the
Northern Pipeline Act (NPA)

Canada/U.S. Treaty

B The pipeline will follow the route set out in the
Treaty and the NPA

TransCanada

T-ansCanada June 2008
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AGIA "Must-haves" Promote Basin ,
Development .

Rolled-in tolls up to 115% of initial rates in Alaska

Open Season every 2 years

In-State deliveries

B Distance-sensitive tolls

B Minimum 5 delivery points

Low equity ratio requirement for pipeline sponsors

State fiscal incentives (if any) targeted to AGIA pipeline
shippers

TransCanada

TransCanada June 2008
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Long-run

Basin Development

Pipeline Expansions >V

TransCanada

*

*

Value m Producers / Governments?
Does Alaska have enough gas?
Drilling impacts?

Impact of rolled-in tolls?

June 2008

TransCanada



Base Project
- 25 years @4.5 Bcfd
Expansions

Case |
- Base volumes for 10 years (4.5 Bcf/d)

- 30% expansion for 25 years (5.9 Bcf/d)

Case ||
- Base volumes for 10 years (4.5 Bcf/d)
- 60% expansion for 25 years (7.2 Bcf/d)

1Assumes annual average netback of $6.89/MMbtu

* Direct revenue only
- no indirect impacts from additional

21 TransCanada June 2008

Producer/Govts. Expansion

Total Revenue * Value
$350 Billion
$600 Billion $250 Billion
$700 Billion $350 Billion

E&P activity and spin-offs

TransCanada



Basin Development - Western Canada Example

WCSB Gas Wells Completed

18000
16000

i

8000
» 6000

i

CP & CcD
Ultimate Resource Potential Estimate

Proven Reserves
Cumulative Production

Pipeline expansion can create "virtuous circle"

m More exploration and drilling
m If successful, leads to more pipeline expansion
Exploration and drilling drives service industry and employment over

lona term

TransCanada

22 TransCanada June 2008



Impact of Rolled-in Tolls?

Incremental Costs

_ S5 -

=4 -

£ 3n

12 _ -

z

& 1

*n ] i m il . i 1
4.5 5.9 6.5 7.2

Bcf/d

Alaska & Yukon-B.C. sections only

Assumed Volumes: 4.5 Bcf/d years 1 & 2
5.9 Bcf/d years 3 & 4,
6.5 Bcf/d years 5 & 6,
7.2 Bcf/d years 7 & beyond

TransCanada

23 TransCanada June 2008



Im pact of Rolled-in Tolls?

Rolled-in Tolls FERC Lower 48 "Standard"
(Initial and Expansion Customers)
: m>
z
=4
=" AGIA Standard (115 of iniial) s -
% -
I 4.5 5.9 6.5 7.2
4.5 5.9 6.5 7.2 Bcf/d
Bef/d minitial Customers BExpansion Customers

 Rolled-in tolls increase chance of expansions above 5.9 Bcf/d
- 35% lower tolls for expansion customers to 6.5 Bcf/d
- 50% lower to 7.2 Bcf/d

TransCanada

24 TransCanada June 2008



 Last year, the Administration and Legislature established AGIA as
Alaska's transparent and competitive process to advance a gas
pipeline project
- AGIA was structured to encourage:
« Construction of base project
 Long-run basin development
* Open access terms for:
- Initial and future shippers
m In-State, Lower 48, and LNG markets

« TransCanada has the credentials and capacity to build, own, operate
and expand the project

« TransCanada's objectives are aligned with AGIA
- Early in-service
B Long-run basin development
 Open access - equitable treatment for all customers

TransCanada

25 TransCanada June 2008



Thank You

TransCanada
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WORK DRAFT

HOUSE BILL NO.
IN THE LEGISLATURE OF THE STATE OF ALASKA
TWENTY -FIFTH LEGISLATURE -FIRST SESSION

BY

Introduced:
Referred:
A BILL

FOR AN ACT ENTITLED

“An Act relating to oversight of North Slope natural gas pipelines by the Regulatory Commission of
Alaska under the Alaska Pipeline Act; repealing statutory limitations on the conduct of open seasons
for the transport of North Slope natural gas for in-state use; and repealing a requirement that the

Regulatory Commission of Alaska treat the regulation of intrastate rates for a North Slope natural gas

pipeline as if the pipeline were a public utility."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 42.06.240(f) is repealed.

* Section 2. AS 42.06.230(b) is amended to read:
(b) The commission's jurisdiction and authority extend to
(1) an oil or gas pipeline facility operating in a municipality, whether home rule or
otherwise; if a conflict between a certificate, order, decision, or regulation ofthe commission
and a charter, permit, franchise, ordinance, rule, or regulation of the [SUCH A] local
governmental entity occurs, the certificate, order, decision, or regulation ofthe commission

prevails; and
(2) the intrastate transportation of [NORTH SLOPE] natural gas



through a [NORTH SLOPE] natural gas pipeline to the extent ot preempted by federal law,
rule, or regulation.

* Section 3. AS 42.06.370(c) is repealed.

Purpose

The purpose of this legislation is to remove potential impediments to timely. tate requlator agproval ofa
natural gas pipeline delivering North Slope natural gas to in-state users. Currently, AS 42.06.240(f) provides
specificdirectives regardmc{; now the Regulatory Commission of Alaska is .0 allow access to a pipeline for the
transport of North Slope natural gas for in-state’use. This provision has ne er been implemented Dy the RCA.
Both the Alaska Natural Gas Development Authority and the RCA suppor. removal o fthis provisign from
Alaska statutes to allow maximum flexibility in designing a regulatory structure for access to the pipeline by

shippers that meet market requirements.

Similarly, AS 42.06.370(c) directs that a pipelin
If it weré a public utility regulated under AS 42.

e transporting North Slope natural gas shall establish rates as
establishing just and reasonable rates to meet pub

N .
5. The purpose for repeal is to allow maximum discretion in
lic interestrequirement.



1 STATE OF ALASKA

2 THE REGULATORY COMMISSION OF ALASKA
i Before Commissioners: ate Cha|rman
4 ave u
; A Rsn
5 Jam %Aétrangbnrg
8 |n the tter of the Proposal fro Iask

f eve epea P-06-10
- Kol e o & j
0 h}& ORDER NO. 2
1 ORDER CLOSING DOCKET
iV
. BY THE COMMISSION:

Summary

. We support the Alaska Natural Gas Development Authority's (ANGDA's)
proposal to repeal AS 4206240(f) and AS 4206.370(c). We close this docket.
Background
At ANGDA's request, we decided to open this docket to receive comments
from interested parties on the impact of ANGDA's proposal to repeal
AS 4206240(f) and AS 4206370(c).1 We held a public hearing on ANGDA's
proposed statutory revisions on September 8 2005,

= oo A oo g Qo SredigRHcHargarRg ergGnmes

P-05-10(2) - (3/15/2006)
Page 10f3
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Discussion

We received comments from Steve Pratt, Consultant, on behalf of
ANGDA, Fint Hills Resources Alaska, LLC; Anadarko Petroleum Corporation; and
ENSTAR Natural Gas Company, a division of SEMCO Energy, Inc.

We sent a letter to Governor Murkowski stating, in part, that: Based on
our review of the record in Docket P-06-10 we support ANGDA's proposal.
AS 4206.240(f) contains very specific requirements for the timing and substance of
intrastate capacity commitments made in connection with a North Slope natural gas
pipeline.  We Delieve that detailed requirements of that kind are more appropriately
made by regulation, not in a statute. AS 4206.370(C) is problematic because under it
we are required to set rates of an entity which by statute must be certificated under
AS 4206 as though it were an entity certificated under AS 4205, We believe that
requirement raises uncertainties that should not be interjected into the rate setting
Process.

We support AI'GDA's proposal to -epeal AS 4206240(f) and
AS 4206370(c). We attach the February 28 2006 Commission letter to Governor
Murkowski to this order as an Appendix. We close this docket.

P-05-
Page

0(2). - (3/15/2006)
age 2 0

1
2 0f '3
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FRANK H. MURKOWSKI, GOVERNOR

701 WEST EIGHTH A/cNUE, SUITE 300

couRTT A SRR B Pt E\Et%@g%@ft%ﬁwm

REGULATORY COMMISSION OF ALASKA TTY: (907) 276-4533
WEBSITE: www.Blate.ak.us/rca/

February 28 2006

fe n ﬁable Frank H. Murkowski
Alaska Statee C%\é?trdtorRoom 430
Juneau, Alaska' 99801-1182

Dear Governor Murkowsk:

At the request of Harold Heinzs, Chjef Ex cut|ve Officer fﬁhe Alaska Natural Gag

Development Autnor ANGDA ), We mterna’nrewewed public not|ced and rece|ve
an In wntmg on the revisions to Og 2pe ne A

ublic ¢ mment ora
B A~ proposed to repeal

rOpOse

AS 4206 378(c See attachment
\5 osed rewﬁ]onsb ANEGA to AS 42006

Baﬁ]ed gn theprecor ihe RCAs ortso§ are ange AN eto DAt
ne a rs eda Islons relating t rth qpe natural gas

e|ne ope natura ga ene ncu es Itefac |t|es ofatot ssem
r%a'%t“ '” L1ying horth oF 65 reuse \oyieholt B rat o produoec o
su%Jectto e uat|on nder t |sc ter% 3 not(fo en committe torsae and dePJ% ne’
? (:Z%g ntar et due t the prevailing  costs or price  conitions.

|n add|t|ont defining a North Slope natuial gas glme and add the rovsm

GDA see s {0 re%ea the ?H(fﬁ enactmen a rovsions d h
e R S fL
nterrupalb 43%%5@&‘% g% tachment

%OO%A as amended omake |t ||ca le to all natural gas |e|| es
rather than o% to35%o)rtw SIo enatura gas p|e g T gnaturag%asp ipelin
mayr] \g/offer im an nterru bIe serwce ege
eeae as rop(%se e tens nan an5|on
ey i ttog gn Stadrt%nre arfrq S%%%gésafato retta|nte 0 enatt i §a
ﬁg IE asﬁm%a IO]unsdn:nonal su[bsecnonsyAS 4206 St (f da éllj) d

Wo held a public hearing on ANGDA’s proposed statutory revisions on September
2006, We gnclose a co%y of the transc%ptpfrom that he%ng At tue puch heanng8

1


http://www.Blate.ak.us/rca/

Steve Pratt, Consultant oke on beh If of ANGDA. M[) Pratt testified that the stattéto
Brovrsrons sou to re ea ontamed am rgurtres which might lea
neertain whr h transl es to ris that Increased™nisk translates into Increase
costs. I—Ie stated the proyisions unnecei(sany limited the discretion of the RCA toact in
the public interest. NO other person spoke at the public hearing.

ereCﬁrved written comments on the pr h) gg sed statutory revisions from three nrtres
Hlint t-\r S Resources Alas(,}a, LLC; Anadarko Petr'eum Corporation; and F.NS ﬁ
ura Gas omsany a division of SEMCO Energy, Inc. We'enclose a copy of eac

or those commen

Flrnt ills a dwrth ANGD t]at the statutes Rroposed for re eal mro(tcre te
Impegli met eexpansono e Intrastate Nort e natural eta

also Jimit t eathonl%oft Ato rotecttheP blrcr terest, Fli tHr s state tat

re uirement of A that shippers provide t ree—year eor—Bag contracts
Proof of i trast te firm rah Iportatro com |ment? ? ve]rg/ heav on_the

customer. Fnt Hrsstate at AS 42.06.370(c) would fimit the discretion of the RC
nd frmrt the capacr% carners shippers, anhd customers to propose, debate, an
eve op Creative rate mode

na arlcW statect that its und standrnge Wwas that the Pro osed, revisions would S rve o

clarty the Pipeline Act an %rv RCA reaﬁ scretro[t to resolve mtrastﬁte

trans ortagon ISSUes on a (h Be natura ,oe ine. Based on that
understanding, Anadarko supported ANGDA'S proposed revisions.

NSTA stated in its frlrng that rtw s not ready to comment gn the slpecrfrc JaroPosaI It

Ferve that the Interre Pons s between t estatuto eﬁrrla orEy ’\Pr Visions th%t
overn qevelopm nto enatuaa gas Wer no& S| ﬁ

% X er explanation fr nh ht? he neeq for repeal and the consequences ort
s requlatory oversight of future gas pipelines.

ANGDA Fubmrttedafr gdocumen ing the leg ilatrv ISto [ eprovrsrons It seekﬁ
submitte te rem f ormer Ala entetreae

%re ea d&sa tto{
Charlle Cole on this subject atah 3/ 2&([)4 egis trve udaet and Au tgomm{
hearrrgr 2str noed gas. In tnose remarks Ge era Cole e Mamed wh ebereve

Was robematrc S [red t0 possi ers of natural gas to
Farrban oWever, fe recommen eda ngrsron ofrt?re suhs ction rather tﬂan repeqﬂ

Based on our revrew of the record in our Dogket P-06-10 we supﬂort ANGDA
Er%posa contains ve specrtrc requirements for the trmh
ustalnce of rntrastate ca acr‘ commitments made In onnectron Wrth a Nort
natura g Cn We helleve tnat detalled requirements of that kind a[)e more
appropriately made by regulation, not in a statute. AS 4206.370(c) is problematic



because Hnder it we are re ui%ed to set rates of an entit¥ whigh by statute must he
certinicated under AS 4206 as though it were an enﬂ%cerg icated under AS 4205. We
believe that regwrement raises uncertainties that should not be interjected into the

ratesetting process.
Sincerely,

Enclosures: Applicable Statutes
Tlp pscn%t of Ptﬂaﬁc Hearing

PU [LCC mments

cc.  Harold Heinze, Chief Executive Officer
A%sci(a Natural Gas Devefopment Authority



AS 42.06.240(f)

é In . addition to ogher requwementsaozeﬁpf gofof Lh|s section, the

ovisions o this subsection a lic convenience

Icat
dnecess%fora North Slo ﬁtura asP ﬁ gc rrier or person that
will be a North Slope natural gas pipeline carrier under this chapter:

erson making application shall dedicate a portion of the
éé f g initial capacﬂy gBﬁlClent to transpart the to'%ar vor]ume of

gTe natural %a that has been com |tted? prod ucers?
shlﬁgars North Slope natural gas to tﬁndenng Iintrastate firm
g ortatlop Service at the time that the operation of the North
lope natural gas pipeline commences;

(%)ug N recel toft certificate a thanon under this subsection,
fhe commission sh |sse |c ntlce mw%lneg rprospectlve

Intrastate S ers of North S 3% g S {0 equests for
SEryIce, a regp estyors I’VICG SUb h JJ(?I’ In res 0 set
HO'[ICG ISSUed unaer t 1S paragra h S%t INC roof of te

|IpJJerscomm|tment fo yse th enat ral |pe Ine %r
r\ fate fmp fran ort t|o sen ce Specl %
Slope natura gast atte |pper will end r|n|t|a mtrastate Im

transportation Service;
(3 in its review of an application submitted under this subsection,

L SO

Initial’ intrastate trapsportation, the commission sha termmﬁ
tqt volumearase Lrgon written commitments to tender Nort

S ;t)e natT rint asta1 Im trawsgortanon ervice
continyous []od of not less, than ? ears after the
agefrﬂg% 0 the North Slope natural gas pipeline commences

) each re uest for service by an |ntrastate shipper that
|Q R}ubm t||| as thatterm¥s defined in AS 4 5%5

urpose of furnishing natural gas for u|t|m te
consumgp} within te sta(l’ 8 ItS gcustomers tﬂat

ﬂd'v'd“ 0 e ci el s %?‘Sa‘)fs'ﬁﬁﬁ
orte a wntte m|tme { ‘9

t|||ty at sets ut the uﬂgy esh curren esvm te. o%
jwe aveﬁ %ﬁ annual volu that the ut| ity will require
uring the three-year peno

1) each request for service by an intrastate shipper that
g not a %?IC utlity, as ytha1( £rm IS deﬁ‘ﬁled In
and each request for service b}/apubw

ut|||ty for the purpose of furnishing natural gas for

Attachment 1



ulgm fe ﬁonsum tion within the state bh a custo[ner thait
in ahnual volume o

lvidually consumes an avero
0000%) or more staqdar cu cfeeto Igas per darY
tat urchases North Slope natural gas fomab
natural gas orodHcer mo]st be Su Rgorte one
or ore contracts ase of t North

uro
natyral gas on a fake-or-pay basis that extends o
eriog 09 ot less than thruaEa?p errs after the 0 erat|on o?

e North ope natural gas pipeline commences

gu %h m|33|on may consider dﬁ;eak voIU{nes
ecified |n wntten commitments of North Slope
tura gas pro ucers and purchase contracts; and

% the comnﬁsmn shall set ogt in 1ts order (1; nt|[t
?tmcate of public convenience a‘t necessity the to vo
mtrastate Narth Slope natura gﬁts that the Nort

natura ehne carner shall  accept for mtraﬁst te

%]Stp |on tetotaI volume may not exceed the |
ntla edh y written o mltménts ad contracts. ha
compyW|t e fequirements of this chapter;

e North SI e natural gas pipeline carrier wants to transport
hrt %:to enaturapg swthmc[lh gtftﬁm excess of the amou 8

"h estatement total volume |ntep|pe||ne carrier's certl |cat
? U cconvenlence an necessug eme] %Trner ma ?
or quthority to trans Rorta regter Iume o(oe natural a
within the, state (? the arfier is required by mmission’ to
transport, in |h o er entereq. unger (3)(5 8 th|ﬁ ect|on the
ﬁ‘oth]e ISSon. sha %{antthe autpon reoueFe by the pipeline carrier

comm|33|oq etermines tnat EBVI[% INE C I’IETS'[P&HSROIT&'[IOH
ﬁfeCGS sqreater volume IS consistent with public convenience an

AS 42.06.370(c)

gRates demaqded observed, charged, or collecteﬂ bgg North Slope
tural oasp |ne carner for infrastate service shall be des gbe a? |f
that por don the North Slope natura (%ts pipeline were a public utiity
requlated under the provisions of AS 4

AS 42.06.310(d)
S The reqwre ent ofggofthﬁ section does not a pé{ toetNorth Slope
h oas prPeme carfier to the extent that the t of the carner’ s
ort atural gas |peI|ne es not allow o ex ande capacl
does not apojy to require a North Slope natural ﬂas eline carner 0
e}hlarge or extena’its North Slope atu al (as |Ip tm However,
the commission may require a North S ope natlral gas pe Ine carrier t

Attachment 2



expand, enlarge, or extend jts North Slope natural gas pipeline system if
aft%r notice andl opportunity %or earing, tﬁe comm|ssg|on %gtermme% that

(1) a person makjng a request for expanged, enlarrged, ore tenged
service by a Noil.I Slope natural gas pipeline carrie h?s made,a firm
contractual commitment ﬁo the “No Sloge natural gas pipeline
carrier to transport North Slope natural gas; and

(2) the expansion, enlargement, or extension will not result in
A) substantjal injury, nclyding ecanomic injury, to the North
glgpe natura\ gasJ p%elme ?acﬂgy orits custorﬂe%;

gf% substantial detriment tg tqe services furnished by the North
pe natural gas pipeline facility; or

(C) the creation of safety hazards.

AS 4206.350(c) [as It read when enacted]

g) in its tanif filed with the commission under () of this section, a North
Orﬁ)e natural gas. pipeline carrier ma% charge se;arate rates for firm
gra S ortanP service and for Interruptile transportation service. A North
lope natural gas pipeline carrier

$1) may, n a?d|t|on,,|mpose a rehserYanon fee or similar cparge for
eServation of capacity n a Nort S,oRe natura rC{as énge ne"as a
condition of provid |[]m transportation service; the res rva\non fee
or charge |m|at)os the carrl rmaltx n?t Inc u%fe anly variable costs
or fixed costs that “are not attributable to the provision of firm

fransportation service;

§2) may not impose a reservation fee or s\milar char%e For
eserva |,11 of capacity in a North Slope natural gas pipeline for
Interruptible transportation service.

Attachment 3



b'RANKH. MURKOWSKI. GOTERHOb

DEPARTMENT OF AW

GHED- HATTONEERNED.

ANCHORAGE. ALASKA 9930-5903
PHONE: 2693100

October 19, 2005
FrdDanaad 1o
Regulatory Commission of Alaska

701 West 8th Avenue. Suite 300
Anchorage, Alaska 99501

Re:  Docket No. P-05-10 - In the Matter of the Proposal from the Alaska Natural Gas
Development Authority to Repeal AS 42.06.240(f) and AS 42.06.370(c)

Dear Regulatory Commission of Alaska:

Per the Commission’s request, enclosed you will find an original and 10 copies of
the legislative history of AS 42.06.240(f) and AS 42.06.370(c), prepared on behalfof
ANGDA, for filing in Docket No. P-05-10. Thank you.

DAVID W. MARQUEZ
ATTORNEY GENERAL

Alan Bimbaum
Assistant Attorney General

AB/drj

Enclosure

cc:  Harold Heinze
Steve Pratt
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; STATE OF ALASKA

2 THE REGULATORY COMMISSION OF ALASKA
> Before Commissioners: ate (f_\ar Cha|rman
“ e
; o {rancherg

7

ln tt]e Matter of the %ons‘deran%n

8 Regn a%oﬁsere%?esgl g, Pieles. Base R5-11
ses ature of wnersPnp, an(? 8tHer ORDER NO. 1
Appropnate Distinctions

]1 )

1Y, ORDER OPENING DOCKET AND SEEKING COMMENTS
13 BY THE COMMISSION:
14 Summary
15 We open this docket tc seek comments on whether we should establish

two or more classes of pipelines under AS 4206, and the reporting, accounting, and
other regulatory requi, aments that we should prescribe for each class.

1
@ 18 Discussion
s

1

o

~

e‘. Lla%

19 We recognize that the cost of requlation can be prohibitive for small,
A producer-owned pipelines and that full regulation of small pipelines could discourage
exploration and development of Alaska’s resources. We should consider simplified

2

2

23 ee AS 42 which state Qmm SSIO ulation provide fo
the c|a53|fecat|on 86 6?% 0as vvr?? ne Pac t|e ase ﬁgrences ID|n an ua
Bevenue ﬁssets nagure. of% ersh ate stinctions an

etween these classifications, regu‘gtlon prov efo rent reporting, accountmg,
and other regulatory requirements.

lato mmission
B @vgnue,

o
()

N
a1

N
()]
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