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Oil Prices per Wood Mackenzie Estimates 
4.5 bcf/d (LNG Project) v. 4.5 bcf/d (Pipeline Project)

2020 - 2044
4.5 bcf/d LNG Project

Gas Sales Price ($/MMBtu)
Delivery Costs ($/MMBtu)
(Including Losses)

Netback ($/MMBtu)
Netback in $2008 dollars (per MMBt

Total Netback Dollars 
In Nominal Dollars ($Bn) 
In $2008 dollars ($Bn) 
NPV-10 ($Bn)

High Price 
Asia Gas =

Gas Strategies 
Asia Gas =

Port Authority 
Asia Gas =

Low Price 
Asia Gas =

4.5 bcf/d 
AECO Pipeline Delivery

0.162 x Brent 
+$1.00

0.1485 x Brent 
+$0.90

0.8 x 
(Brent / 5.8)

0.11 x Brent 
+$1.30

8:1 Oil/Gas 
Price Ratio

10:1 Oil/Gas 
Price Ratio

(1) (2) (3) (4) (5) (6)
$23.67 $21.83 $19.61

(8.00)
$17.21 $18.20 $15.20

(8.67) (8.36) (7.60) (5.26) (4.99)

$15.00 $13.46 $11.61 $9.61 $12.94 $10.22
$7.33 $6.56 $5.63 $4.66 $6.31 $4.96

© © @ © © ©
$724.7 $650.3 $560.9 $464.1 $625.0 $493.5
353.9 316.9 271.8 225.2 I 304.6 239.5
65.3 58.2 49.0 40.7 55.9 43.3

© © © © © ©
= M o re  L ik e ly  P r ic e  S ce n a r io (s )



Sensitivities

>  H i g h  S u s t a i n e d  O i l  P r i c e s

>  I m p a c t  o f  P r o j e c t  D e l a y



(H igh  P rice  C a s e :  F ix ed  $120 Real W TI in $2008)

Rank Project Pricing
GTP Inlet 
Netback

(1) (2) (3)
($/MMBtu)

(4)
1 4.5 LNG 0.162 x Brent + $1.00 $25.86

I 2 2.7 LNG 0.162 x Brent + $1.00 25.18 |
3 4.5 LNG 0.1485 x Brent + $0.90 23.48
4 2.7 LNG 0.148£ x Brent + $0.90 22.79
5 4.5 Pipeline 8:1 Oil/Gas 22.45
6 3.5 Pipeline 8:1 Oil/Gas 22.13
7 4.5 LNG 0.8 x (Brent/5.8) 20.97
8 2.7 LNG 0.8 x (Bient / 5.8) 20.26
9 4.5 Pipeline 10:1 Oil/Gts 18.18

S 10 3.5 Pipeline 10:1 Oil/Gas 17.84 |
11 4.5 LNG 0.11 x Brent + $1.30 17.24
12 2 7 LNG 0.11 x Brent + $1.30 16.50 12

NPV-10
Total

Rank Project Pricing Netback

(5) (6) (7)
(SBHIIon)

(8)
1 4.5 LNG 0.162 x Brent + $".00 $126.5
2 4.5 LNG 0.1485 x Brent + $0.90 114.6
3 4.5 Pipeline 8:1 Oil/Gas 109.4
4 4.5 LNG 0.8 x (Brent / 5.8) 101.7
5 4.5 Pipeline 10:1 Oil/Gas 88.2
6 4.5 LNG 0.11 x Brent + $1.30 83.8
7 3.5 Pipeline 8:1 Oil/Gas 83.7

I 8 2.7 LNG 0.162 x Brent + $1.00 70.6
I 9 3.5 Pipeline 10:1 Oil/Gas 67.0

10 2.7 LNG 0.1485 x Brent + $0.90 63.7
11 2.7 LNG 0.8 x (Brent / 5.8) 56.2

2.7 LNG 0.11 x Brent + $1.30

Note: LNG plant cos tso f $470/mmta per Port Authority.
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$49.7
$37.0

High Price Gas Strategies Port Authority Low Price
Asia Gas = Asia Gas = Asia Gas = Asia Gas =

0.162 xBient 0.1485 x Brent 0.8 x 0.11 x Brent 
+ $1.00 +$0.90 (Brent/5.8) +$1.30

--------- 2.7 bcf/d LNG Project--------

8:1 10:1
Oil/Gas Oil/Gas

Price Ratio Price Ratio
_ 3.5 bcf/d AECO __
Pipeline Delivery

8:1 10:1
Oil/Gas Oil/Gas

Price Ratio Price Ratio
  4.5 bcf/d AECO __

Pipeline Delivery

-  M o re  L ik e ly  P r ic e  S ce n a r io (s )





e s

> Yukon Pacific permit for export
> Issued in 1989
>  14mmta (-1.9 bcf/d) to Japan, South Korea, Taiwan
> 25 years from 1st gas

> Project will require D.O.E. review
> Different project
> Time elapsed
>  Different circumstances (e.g., U.S. is net importer of gas)
> Political

> Is recent Kenai decision comparable?
> Smaller I shorter window
> No perceived issues outside Alaska
>  Lengthy multi-year process for renewal

>  Experience with oil
>  Initial ban on exports
> 1996 lifting of export ban, but too late to benefit Alaska
> Still significant perception issue at Federal political level

TUT



> Exports must be “in public interest”
> Pros

> Free trade
> Efficiency (i.e., higher netbacks)
> Balance of payments
> More production for Lower-48

> Cons
> Will lead to more LNG imports
> Will lead to more high-cost Lower-48 production
> Will lead to higher gas prices for U.S. consumers
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>  I f  A N S  g a s  is  e x p o r t e d ,  i t  w i l l  

n o t  b e  a v a i l a b l e  f o r  d o m e s t i c  

m a r k e t s .

>  R e q u i r e s  “ r e p l a c e m e n t ”  w i t h  

m o r e  e x p e n s i v e  d o m e s t i c  g a s  

o r  L N G  i m p o r t s .

>  F o r e c a s t s  i n d i c a t e  t h a t  A N S  

s u p p l i e s  @  4 . 5  B c f / d a y  w i l l  

r e d u c e  U .S .  g a s  p r i c e  b y

~  $ 0 . 3 0 / M M B t u .

>  A t  p r o j e c t e d  U S  c o n s u m p t i o n  

o f  7 0  b c f / d  in  2 0 3 0 ,  t h i s  is

~  $ 7 . 5  b i l l i o n  a n n u a l l y .

Source: EIA A?D 2007



> Chance of Federal intervention

> Federal government assistance with permitting 
and loan guarantees in 2004 likely lead to tension 
re: potential of exports

> National security concerns

> Argument that consumers in Lower-48 would be hurt
> Probably little Federal support for exports if Federal 

gas is involved

> Pipeline project must also apply for export permit

> But, 2004 legislation specifically addresses export 
to Canada





> Gas prices is Asia are likely to maintain a premium over U.S. gas 
prices, though not at current levels

> U.S. prices will likely strengthen relative to Asian and European 
gas prices as U.S. domestic production becomes more expensive 
and LNG flows away from the U.S.

> LNG project would likely be viable under reasonable price scenarios, 
assuming gas can be exported

> Economics of LNG delivery to U.S. West Coast would be worse 
than pipeline delivery under any reasonable set of assumptions

> Under the reasonable price scenarios, 2.7 bcf/d LNG project offers 
$/MMBtu netbacks that are similar to pipeline netbacks

> Difference is some cases is not large relative to potential 
estimation error



C o n c l u s i o n s
(cont’d )'

» V

> However, larger volumes for pipeline deliveries produce higher 
overall values (NPV) for resource owners under more likely price 
scenarios

> 3.5 bcf/d pipeline > 2.7 bcf/d LNG by $11 Bn to $16Bn

> 4.5 bcf/d pipeline > 2.7 bcf/d LNG by $25Bn to $30Bn

>  LNG project would produce somewhat higher NPVs if in the 
long run:

> Oil prices stay high

> Gas/Oil price ratio in Asia stays strong

> Gas/Oil price ratio in U.S. remains weak

> LNG can be exported and project advances at some time 
earlier than the pipeline
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C o n c l u s i o n s

> Gaining Federal permission to export LNG to Asia will likely 
be very difficult

> D.O.E. permission

> Potential Federal legislation

> Export via Y-line will face similar challenges

> Federal acceptance of exporting may be more favorable if majority 
of gas is already flowing to U.S. markets

>  But don’t count on it

> Oil experience along those lines was not particularly 
favorable

f1 r r> n



'  C o n c l u s i o n s

> Impact of potential delays

> Delay in pipeline relative to LNG does not change results 
under more likely price scenarios

> Does the State have to choose between the two projects?

> Market-based outcome is more favorable

> Shippers can nominate to LNG project if they see it is 
more economic

>  Potential buyers of LNG c?n go “upstream” and negotiate 
to buy gas

>  Economics of LNG relative to pipeline not compelling 
enough to suggest that the State needs to “intervene” 
to make LNG happen at expense of pipeline
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E c o n  O n e  R e v i e w

>  A n a l y z e d  e c o n o m i c  a s s u m p t i o n s  &  n e t b a c k  v a l u e s  

a s s o c i a t e d  w i t h  p o t e n t i a l  L N G  a n d  p i p e l i n e  p r o j e c t s

>  P o r t  A u t h o r i t y  p r o p o s a l

>  O t h e r  p o t e n t i a l  L N G  c o n f i g u r a t i o n s

>  T r a n s C a n a d a  p r o p o s a l

>  R e v i e w e d  P o r t  A u t h o r i t y  p r o p o s a l ,  a s s u m p t i o n s  a n d  

a n a l y s i s

>  R e v i e w e d  A d m i n i s t r a t i o n  a n a l y s i s  o f  L N G  a n d  p i p e l i n e  

n e t b a c k s

>  R e v i e w e d  i n f o r m a t i o n  f r o m  v a r i o u s  L N G  s p e c i a l i s t s  a n d  

g o v e r n m e n t  a g e n c i e s



E c o n  O n e  R e v i e w
(cont’d)

> Analyzed netback @ the inlet to GTP

> $ / MMBtu

> Total value of netback

> Nominal $
> Real ($2008)
> NPV-10

> Project that “maximizes” the netback creates 
highest value for resource owners

> Producers

> State



LNG Exports to Asia

> 2.7 Bcf/d (Port Authority proposed)

> 4.5 Bcf/d (Little Susitna proposed)

Pipeline to Alberta

> 3.5 Bcf/d (TransCanada minimum volumes)

> 4.5 Bcf/d (TransCanada base volumes)



Overview of LNG 
. Pipeline Delivery



LNG Deliveries

GTP Pipeline

Liquefaction
Plant LNG
Valdez  ► Tanker

100% J f f l j L  95% C = D  93.7%^ ^  85.4%
, rf^QcyrjCi,

Sales to 
Regas Plant 

in Asia

83.5%

Aggregate Loss: 
16.5%

Pipeline Deliveries

GTP -------► Pipeline-

100%

AECO 
-► Hub ' -► Sales

7) —► 90.9%
Aggregate Loss: 

9.1%



Supply I Demand
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L i q u e f a c t i o n  P l a n t
(Pacific Trade)

Pacific Basin
Category Capacity

(Bcf/Day)

Middle East
Category Capacity

(Bcf/Day)

(1) (2) (3) (4)

Operating 9.85 Operating 6.06

Under Construction 3.50 Under Construction 6.84

Under Consideration 6.24 Under Consideration 4.63

T o ta l 19 .59 T o ta l 17 .53

Source: Facts Global Energy, “Evaluating Natural Gas Import Options for the State of Hawaii". April 2007.
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Source: EIA AEO 2007.

□  Alaska

■  Lower 48 
Offshore

■  Lower 48 
Unconventional

■  Lower 48 
Conventional

(1990 -2030)

ForecastHistory
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Oil and Gas Price Forecasts



Note: 
2 
5%

annual price 
inflation.'



>  T h e r e  is  a  w i d e  r a g e  o f  p r i c e s  d e p e n d i n g  o n  c o n t r a c t  v i n t a g e

>  R e c e n t  c o n t r a c t s  h a v e  r e f l e c t e d  s t r o n g e r  l in k s  t o  o i l

>  M a n y  c o n t r a c t s  a r e  o n  a  p r o v i s i o n a l  b a s i s  a s  p r e v i o u s l y  

( l o w - p r i c e d )  f o r m u l a s  h a v e  e x p i r e d  o r  a r e  n o t  a p p l i c a b l e  a t  

c u r r e n t  o i l  p r i c e  l e v e l s

>  R e l a t i v e l y  h i g h  p r i c e d  o p p o r t u n i t i e s  in  A s i a  w i l l  a t t r a c t  g a s

s u p p l i e s  t o  t h a t  r e g i o n

>  I n c r e a s i n g l y  c o m p e t i t i v e  a m o n g  s u p p l i e r s

>  O p p o r t u n i t i e s  f o r  b u y e r s

>  P r i c e  w i l l  b e  d e p e n d e n t  o n  t h e  s u p p l y  s i t u a t i o n  a t  t h e  

t i m e  o f  c o n t r a c t s



Gas Price Forecasts Used in Analyses
(Using Wood Mackenzie Oil Price Forecast)

LNG Delivered Asia
0.162 * Brent 1.00RasGas - Kogas:

0.1485 * Brent + 0.90Gas Strategies:
0.8 * (Brent 15.8)Port Authority:

Mid 2006 Japanese Renewal: 0.11 * Brent + 1.30

0 2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

= More Likely Price Scenarios
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>  H i s t o r i c a l l y ,  g a s  h a s  b e e n  p r i c e d  b e t w e e n  1 /6  &  1 /1 0  t h e  v a l u e  

o f  o i l ,  w i t h  t h e  lo n g  r u n  a v e r a g e  n e a r  1 /8

>  T h e  r e c e n t  r u n - u p  in  o i l  p r i c e s  &  r e l a t i v e l y  a b u n d a n t  d o m e s t i c  

p r o d u c t i o n  o f  n a t u r a l  g a s  h a v e  k e p t  t h a t  r e l a t i o n s h i p  a b o v e  

h i s t o r i c a l  l e v e l s

>  M a n y  s e e  t h e  o i l / g a s  r e l a t i o n s h i p  r e t u r n i n g  t o  m o r e  h i s t o r i c a l  

l e v e l s  ( i . e .  c o n v e r g e n c e )  a s :

>  D o m e s t i c  s u p p l i e s  d e c l i n e  &  b e c o m e  m o r e  c o s t l y  t o  p r o d u c e

>  L N G  i m p o r t s  a r e  d r a w n  t o  h i g h e r  p r i c e d  r e g i o n s  ( e . g .  A s i a )

>  G r e e n h o u s e / c a r b o n  e m i s s i o n  c o n c e r n s  p u t  c o a l  o u t  o f  

f a v o r  &  p u t  n a t u r a l  g a s  in  f a v o r  a s  t h e  f u e l  o f  c h o i c e  f o r  

e l e c t r i c i t y  g e n e r a t i o n
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Henry Hub
8:1 Oil I Gas
10:1 Oil / Gas

LNG Delivered Asia
R a sG a s  - Kogas: 0.162 * Brent + 1.00
Gas Strategies: 0.1485 * Brent + 0.90
Port Authority: 0-8 * (Brent 15.8)
Mid 2006 Japanese Renewal: 0.11 * Brent + 1.30
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2008 2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030
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Gas Price Forecasts Used in Analyses
(Using Wood Mackenzie Oil Price Forecast)



Assumptions Used in 
Comparative Netback Analyses



> First Gas

> Capitalization

> Debt Costs

> Equity Returns

> Capex/Opex

> Fuel Use

> Shipping Costs

> Gas Composition & 
NGL Extraction

70% Debt; 30% Equity (pre-operation)
75% Debt; 25% Equity (post-operation)
5.5% Guaranteed; 7.0 % Non-Guaranteed

14%

Administration (Westney): GTP & pipeline segments 
Port Authority (Bechtel): LNG plant 
Sensitivity at higher costs

Administration (Westney) for GTP/pipeline segments 
Port Authority (Bechtel) for LNG plant

Port Authority: Approximately $0.75/MMBtu + Fuel

1.118 MMBtu/mcf 
Full Extraction @ Alberta
Partial Extraction @ Valdez (LNG case) H j

2020





LNG Project Pipeline Project

GTP

Pipeline

2.7 bcf/d

(1)

$5.0

4.5 bcf/d 3.5 bcf/d
(Billion $2007)

(2)

$8.3

Alaska 11.5 12.6
Canada - -

Total Pipeline $11.5 $12.6

LNG Plant (Bechtel) 7.9 13.7*

LNG Plant (Westney) 12.7 21.1

Total (Bechtel LNG) $24.4 $34.6*

Total (Westney LNG) $29.2 $42.0

(3)

$6.5

10.2
11.6

$28.2

$28.2

4.5 bcf/d

(4) 

$8.3

10.9
12.6

• Based on S470/mt.



LNG Plant Costs
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Potential Outcome $/mmta

• : Source: AGIA Analysis Technical Team. “ lTMG Project. Costs/Schedule". June 9;. 2008.

100%

SnohvitAGIA LNG Options
Cost-Risk Profile for LNG 3: 4.50 bcfd (48-) 

LNG Plant
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E s t im a t e d  C a p i t a l  C o s t s

Port Authority 
(Bechtel)

Jensen 2007

$4 .0 0

3 .00

2.00

1.00

0.00

$ 7 5 5

........$470 ...................................
$600 - $650

Administration P50 
(Westney)

Approximate Levelized Tariff

$2.09
$2.67

$3.16



Comparison of 
Netback Elements







Potential Netbacks for LNG Delivery to Asia
(G as S trateg ies: A sia Gas Price = 0 .1485 x B rent + $0.90)

■ 3.7

Note: Oil Prices per Wood Mackenzie forecasts; .
LNG Plant cost of S470/mmta per Port Authority application.



Potential Netbacks for AECO Pipeline Delivery
(8:1 WTI Oil/Henry Hub Gas Price Ratio)

.3.5 bcf/d.

4.5 bcf/d

^ _______
_______ $12.94 Average Netback

__________— ---------- $6.31 ($2008)
................................................................. I ..................

j
j

I

I B . B . B f i  B  B . B . B B . B . B ' D . f l . f l

Sales Price

Fuel

C = lGTP

Pipeline

Note: Oil Prices per Wood Mackenzie forecasts.





asps

|  O il Prices per Wood Mackenzie Estimates 
| 2.7 bcf/d (LNG Project) v. 3.5 bcf/d (Pipeline Projec 
fe 2020 - 2044
i  2.7 bcf/d LNG Project

*)

fc H i g h  P r i c e G a s  S t r a t e g i e s P o r t  A u t h o r i t y L o w  P r i c e i 3.5 bcf/d
a  A s i a  G a s  = A s i a  G a s  = A s i a  G a s  = A s i a  G a s  = AECO Pipeline Delivery )
jf 0 . 1 6 2  x  B r e n t 0 . 1 4 8 5  x  B r e n t 0 . 8  x 0 . 1 1  x  B r e n t 8 : 1  O i l / G a s 1 0 : 1  O i l / G a s  !
t + $ 1 . 0 0 + $ 0 . 9 0 ( B r e n t  /  5 . 8 ) + $ 1 . 3 0 P r i c e  R a t i o P r i c e  R a t i o

I (1) ( 2 ) (3) (4) (5) ( 8 )

I G a s  S a l e s  P r i c e  ( $ / M M B t u )  $ 2 3 . 6 7 $21.83 $19.61 $ 1 7 . 2 1 $18.20 $ 1 5 . 2 0

|  D e l i v e r y  C o s t s  ( $ / M M B t u )  ( 9 - 4 2 )  
( I n c l u d i n g  L o s s e s )

(9.13) (8.77) ( 8 . 3 9 ) (5.64) ( 5 . 3 8 )  |

! N e t b a c k  ( $ / M M B t u )  $ 1 4 . 2 5 fo o $10.84 $ 8 . 8 2 $12.56 $ 9 . 8 2  |

\ Netback in $2008 dollars (per MMBt $6.93 $6.16 $5.22 $4.25 $6.11 $4.75 |

© (?) © © © ©
T o t a l  N e t b a c k  D o l l a r s

I n  N o m i n a l  D o l l a r s  ( $ B n )  $ 3 .  j . 2 $353.1 $301.3 $ 2 4 5 . 2 $472.0 $ 3 6 9 . 1  £
| I n  $ 2 0 0 8  d o l l a r s  ( $ B n )  1 9 2 . 7 171.3 145.1 1 1 8 . 1 229.5 1 7 8 . 5  j

NPV-10 ($Bn) 35.1 31.0 25.6 20.9 41.8 31.9 ' i

I ©

=  l

0  ®  0  

More Likely Price Scenario(s)

©



Comparison of 
Projected Netbacks

2.7 bcf/d LNG Project
v.

4.5 bcf/d Pipeline Project



Projected Netbacks Under Alternative Projects
(Port Authority LNG Plant Costs -  $ 4 7 0 /mt)

u' • '*• *' •

O il Prices per Wood Mackenzie Estimates 
2.7 bcf/d (LNG Project) v. 4.5 bcf/d (Pipeline Project)

2020 - 2044
___________ 2.7 bcf/d LNG Pi aject___________

H i g h  P r i c e  G a s  S t r a t e g i e s  P o r t  A u t h o r i t y  L o w  P r i c e
A s i a  G a s  =  A s i a  G a s  =  A s i a  G a s  =  A s i a  G a s  =
0.162 x B r e n t  0.1485 x B r e n t  0.8 x 0.11 x E>. a n t

+$1.00 +$0.90 ( B r e n t  / 5.8) +$1.30

4.5 bcf/d 
AECO Pipeline Delivery

1 0 : 1  O i l / G a s  
P r i c e  R a t i o

8 : 1  O i l / G a s  
P r i c e  R a t i o

G a s  S a l e s  P r i c e  ( $ / M M B t u )

D e l i v e r y  C o s t s  ( $ / M M B t u )  
( I n c l u c  ' i g  L o s s e s )

N e t b a c k  ( $ / M M B t u )

Netback in $2008 dollars (per MMBt $6.93

T o t a l  N e t b a c k  D o l l a r s  

I n  N o m i n a l  D o l l a r s  ( $ B n )  

I n  $ 2 0 0 8  d o l l a r s  ( $ B n )  

NPV-10 ($Bn)

More Likely Price Scenario(s)



Comparison of 
Projected Netbacks

4.5 bcf/d LNG Project
v.

4.5 bcf/d Pipeline Project



O il Prices per Wood Mackenzie Estimates 
4.5 bcf/d (LNG Project) v. 4.5 bcf/d (Pipeline Project) 

2020 - 2044
4.5 bcf/d LNG Project

H i g h  P r i c e  
A s i a  G a s  =  

0 . 1 6 2  x  B r e n t  
+ $ 1 . 0 0

G a s  S t r a t e g i e s  
A s i a  G a s  =  

0 . 1 4 8 5  x  B r e n t  
+ $ 0 . 9 0

P o r t  A u t h o r i t y  
A s i a  G a s  =  

0 . 8  x  
( B r e n t  / 5 . 8 )

L o w  P r i c e  
A s i a  G a s  =  
0 . 1 1  x  B r e n t  

+ $ 1 . 3 0

( 1 ) ( 2 ) (3) ( 4 )

G a s  S a l e s  P r i c e  ( $ / M M B t u ) $ 2 3 . 6 7 $ 2 1 . 8 3 $ 1 9 . 6 1 $ 1 7 . 2 1

D e l i v e r y  C o s t s  ( $ / M M B t u )  

( I n c l u d i n g  L o s s e s )

( 8 . 6 7 ) ( 8 . 3 6 ) (8.00) ( 7 . 6 0 )

N e t b a c k  ( $ / M M B t u ) $ 1 5 . 0 0 $ 1 3 . 4 6 $ 1 1 . 6 1 $ 9 . 6 1

Netback in $2008 dollars (per MMBt $7.33 $ 6 . 5 6 $5.63 $4.66

T o t a l  N e t b a c k  D o l l a r s

0 0 0 ©
I n  N o m i n a l  D o l l a r s  ( $ B n ) $ 7 2 4 . 7 $ 6 5 0 . 3 $ 5 6 0 . 9 $ 4 6 4 . 1

I n  $ 2 0 0 8  d o l l a r s  ( $ B n ) 3 5 3 . 9 3 1 6 . 9 2 7 1 . 8 2 2 5 . 2

NPV-10 ($Bn) 6 5 . 3 58.2 49.0 40.7

0 0 0 ©
= More Likely Price Scenario(s)

4.5 bcf/d 
AECO Pipeline Delivery

8 : 1  O i l / G a s  

P r i c e  R a t i o

1 0 : 1  O i l / G a s  
P r i c e  R a t i o

( 5 ) ( 6 )

$ 1 8 . 2 0 $ 1 5 . 2 0

( 5 . 2 6 ) ( 4 . 9 9 )

$ 1 2 . 9 4 $ 1 0 . 2 2

$6.31 $4.96

0 ©
$ 6 2 5 . 0 $ 4 9 3 . 5

3 0 4 . 6 2 3 9 . 5

55.9 43.3

0 ©



Sensitivities

> High Sustained Oil Prices

> Impact of Project Delay
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Projected Netbacks Under Alternative Projects
(High Price Case: Fixed $ 1 2 0  ReahWTI in $ 2 0 0 8 )

Rank Project Pricing
GTP Inlet 
Netback Rank Project Pricing

NPV-10
Total

Netback

(1) (2) (3)

($/MMBtu)
(4) (5) (6) (7)

(IBIIIIon)
(8)

1 4.5 LNG 0.162 x Brent + $1.00 $25.86 1 4.5 LNG 0.162 x Brent + $1.00 $■’26.5

I 2 2.7 LNG 0.162 x Brent + $1.00 25.18 | 2 4.5 LNG 0.1485 x Brent + $0.90 114.6

3 4.5 LNG 0.1485 x Brent + $0.90 23.48 3 4.5 Pipeline 8:1 Oil/Gas 109.4

4 2.7 LNG 0.1485 x Brent + $0.90 22.79 4 4.5 LNG 0.8 x (Brent / 5.8) 101.7

5 4.5 Pipeline 8:1 Oil/Gas 22.45 5 4.5 Pipeline 10:1 Oil/Gas 88.2

6 3.5 Pipeline 8:1 Oil/Gas 22.13 6 4.5 LNG 0.11 x Brent + $1.30 83.8

7 4.5 LNG 0.8 x (Brent / 5.8) 20.97 7 3.5 Pipeline 8:1 Oil/Gas 83.7

8 2.7 LNG 0.8 x (Brent / 5.8) 20.26 I 8 2.7 LNG 0.162 x Brent+ $1.00 70.6 |

9 4.5 Pipeline 10:1 Oil/Gas 18.18 I 9 3.5 Pipeline 10:1 Oil/Gas 67.0 |

I 10 3.5 Pipeline 10:1 Oil/Gas 17.84 | 10 2.7 LNG 0.1485 x Brent + $0.90 63.7

11 4.5 LNG 0.11 x Brent + $1.30 17.24 11 2.7 LNG 0.8 x (Brent / 5.8) 56.2

12 2.7 LNG 0.11 x Brent + $1.30 16.50 12 2.7 LNG 0.11 x Brent + $1.30 45.8

p.r/i) n
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> Yukon Pacific permit for export
> issued in 1989
> 14mmta (-1.9 bcf/d) to Japan, South Korea, Taiwan
> 25 years from 1st gas

> Project will require D.O.E. review
> Different project
> Time elapsed
> Different circumstances (e.g., U.S. is net importer of gas)
> Political

> Is recent Kenai decision comparable?
> Smaller / shorter window
> No perceived issues outside Alaska
> Lengthy multi-year process for renewal

> Experience with oil
> Initial ban on exports
> 1996 lifting of export ban, but too late to benefit Alaska
> Still significant perception issue at Federal political level



> Exports must be “in public interest”
> Pros

> Froe trade
> Efficiency (i.e., higher netbacks)
> Balance of payments
> More production for Lower-48

> Cons
> Will lead to more LNG imports
> Will lead to more high-cost Lower-48 production
> Will lead to higher gas prices for U.S. consumers
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>  I f  A N S  g a s  i s  e x p o r t e d ,  i t  w i l l  

n o t  b e  a v a i l a b l e  f o r  d o m e s t i c  

m a r k e t s .

>  R e q u i r e s  “ r e p l a c e m e n t ”  w i t h  

m o r e  e x p e n s i v e  d o m e s t i c  g a s  

o r  L N G  im p o r t s .

>  F o r e c a s t s  i n d i c a t e  t h a t  A N S  

s u p p l i e s  @  4 . 5  B c f / d a y  w i l l  

r e d u c e  U .S . g a s  p r i c e  b y

~  $ 0 . 3 0 /M M B t u .

>  A t  p r o j e c t e d  U S  c o n s u m p t i o n  

o f  7 0  b c f / d  in  2 0 3 0 , t h i s  i s

~  $ 7 . 5  b i l l i o n  a n n u a l l y .
2030 n u r

Source; EIA AEO 2007
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I LNG
(cont’d)

ssues

> Chance of Federal intervention
> Federal government assistance with permitting 

and loan guarantees in 2004 likely lead to tension 
re: potential of exports

> National security concerns

> Argument that consumers in Lower-48 would be hurt

> Probably little Federal support for exports if Federal 
gas is involved

> Pipeline project must also apply for export permit

> But, 2004 legislation specifically addresses export 
to Canada





>
_________

> Gas prices is Asia are likely to maintain a premium over U.S. gas 
prices, though not at current levels

> U.S. prices will likely strengthen relative to Asian and European 
gas prices as U.S. domestic production becomes more expensive 
and LNG flows away from the U.S.

> LNG project would likely be viable under reasonable price scenarios, 
assuming gas can be exported

> Economics of LNG delivery to U.S. West Coast would be worse 
than pipeline delivery under any reasonable set of assumptions

> Under the reasonable price scenarios, 2.7 bcf/d LNG project offers 
$/MMBtu netbacks that are similar to pipeline netbacks

> Difference is some cases is not large relative to potential 
estimation error


