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First N ations Land Claim A greement Status
Y ukon: (First Nation pop. of ~ 2,600 along AHPP)
e AIll right of way First N ations have settled except
Kaska and W hite River.
e Kaska did not com plete negotiations
* W hite River com pleted negotiations but have not held
a ratification vote
B C: (First Nation pop. of ~ 5,800 along AHPP)
e Kaska FN - AIP stage pursuant to the BC Treaty
process.
e Taku River Tlingit - AIP stage in BC Treaty process
e Treaty 8 - signed in 1899

April 13, 2007

CONFIDENTIAL

TransCanada



. Benefits of the NPA for First N ations derive from

e Terms and Condition' /'obligations which are
attached to Foothills Certificates of Public

Convenience and Necessity)
e Undertakings from the project hearings

. Foothills is required to deliver significant benefits and

minimize im pacts of the project.
. Benefits are already secured.

. Government of Canada can im pose penalties on
Foothills should it fail to com ply with Term s and

Conditions of the NPA.
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TransCanada's Benefits to First Nations (cont'd)

NPA Benefits for all N orthern R esidents:

e Training and employment opportunities for

construction and operations of the pipeline.

N orthern business opportunities.

e Opportunity for equity participation.

N atural gas supply to communities

e Beaver Creek, Burwash Landing, Destruction Bay,
Haines Junction, W hitehorse, Teslin, Upper Liard and
W atson Lake (many are First Nation com munities)

e Foothills has an obligation to provide specified financial

assistance for gas off-takes.

e Zonal tolls
e Lower tolls for W hitehorse or Ft. Nelson versus Alberta

deliveries.
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* NPA Specific Benefits for First Nations:

e Fair and competitive opportunity to participate in the supply of goods and
services.

e Representation on the Board of Directors for Foothills South Yukon.
e 3 of 11 directors for First Nations/Women

Foothills must enhance First Nations participation in project employment,

training, and entrepreneurial opportunities through detailed socio-economic

plans.

e Terms and Conditions require Foothills to establish and maintain a
consultation process with First Nations.

e Terms and Conditions or Undertakings (from hearings) establish protection
for biophysical, socio-cultural, and socio-economic environment of the

communities and traditional lands.
e The Umbrella Final Agreement and Yukon First Nation Final Agreements
acknowledge and respect the validity of Foothills' pipeline easement.
e Setting aside new lands for a GreenfielJ project would be a difficult and

slow process.
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. TransCanada holds critical assets for the project in Alaska and
Canada
 Alaska
e« Conditional FERC Certificate

e Clean W ater Permits and Federal ROW

* Pending State ROW

e Canada

NPA Certificates

Canada / U.S. Treaty

e Single-window regulatory agency
* Yukon ROW

Specific benefits for First Nations and extensive history of

consultation.
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ACAAOEVIEW

e Isa commercial vehicle that creates a
competitive playing field
s Provides a pipeline sooner and on

Alaska’ term s

e Is a transparent process, with

transparent inducements.



« AGIA is not a negotiation

e Successful bidding process requires

AGIA’S iInducements

- Inducements provide for a level playing field

and all the players are in the gam e

W ithout inducem ents, no bidders

W ithout bidders, state has no ability to get a

pipeline on its desired term s
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AGIA’s inducements:

Known, clearly quantified, and transparent

Midstream inducement of $500 million:

reduces licensees projectdevelopmentrisks, especially an

independentpipeline licensee

Upstream tax and royalty inducements:

coupled to the licensed midstream projectto make license more
valuable, by
 Encouraging open season participation

 Ensuring that state will stick with its licensed partner

Requirement to obtain pipeline certificate reduces overall
project risks, increases opportunity for success
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State'’s

“must haves”focus on the future:

- A com petitive and vibrant oil and gas industry

- Jo b s

itse |If,

- G a s

and careers, not only from the pipeline

but also from a vibrant support industry

for Alaskans



The state “must haves”

e Minimum 70/30 debt/equity ratio ensures

reasonable base tariffs

e Expansion requirements ensure explorer’s

gas can access the pipeline

e Rolled-in rates ensure all parties have an

economic incentive to explore for gas



Public policy

AGIA creates a competitive process, not a

Th* Alaska Gatlin* Induc*m*nt Act-

negotiated process

Bids commented upon by the public
Winner chosen by the Commissioners
Legislative review and approval

Value ofAGIA’'S inducements are up-front

and transparent
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for Producers
Th« Aloska Gatlin* Inducement Act-

Constitution of A laska

Article 9 -Finance and Taxation

§ 1. Taxing Power

The power oftaxation shall never
be surrendered. This power shall
not be suspended orcontracted
away, exceptas provided in this

article .



Increasing Predictability

for Producers

Th« Alaska Gaslin* Inducement Aef-

Constitution of A laska

Article 9 - 8 4, Exemptions

The real and personal property ofthe State or
its political subdivisions shall be exempt

from taxation .... [P]Jroperty used exclusively
for non-profit religious, charitable, cemetery,
oreducational purposes,...shall be exempt

from taxation. Otherexemptions of like or
different kind may be granted bv general law.
All valid existing exem ptions shall be
retained until otherw ire provided by law.






AGIA rolled-in rates promote competition,
exploration and development. Contrast: ifthe
FERC 's lower-48 policy were used itis unlikely
that the last Becfof in-fill compression willoccur,
and very unlikely that looping willoccur,

Rolled-in rates are in the state’s interest given
uncertainty of where expansion gas willcome.

The objective evidence indicates that rolled-in
rates cost Producers only modestly, are mostly
off-set by State’'s §500M <contribution, and are
unlikely to affect theirinvestmentdecisions.



Base Case:. 4.5 Bef/day

1st Expansion:

2nd Expansion:

3rd Expansion:

1 Bef, infill compression

1 Bcef, Infill compression

1 Bcef, looping

Note: Volumes here reported at pipe inlet
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mAGIA policy; Initial, 1st and 2nd Expansion Shippers' Rates

IDLower-48 FERC policy, 1st Expansion (2018) Shippers' Rates
mlower-48 FERC policy, 2nd Expansion Shippers' Rates (2021)
O Lower-48 FERC policy, 3rd Expansion Shippers' Rates (2023)



Tariff (nominal $ includaa fual

mAGIA policy, Initial, 1st and 2nd Shippers' Rates
g AGIA policy, 3rd Expansion Shippers' Rates (2023)
mlLower-48 FERC policy, 3rd Expansion Shippers' Rates (2023)

3.5
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e We don't know from where gas for a given expansions will come -
state lands (12.5% royalty + PPT), federal lands (1/2 fed. royalty +
PPT), or the OCS (0% royalty, no PPT).

e (Given such uncertainty the state Is clearly better off with AGIA's
rolled-in rate provisions.

Case A “State aas first”

Istbcffrom state lands
2ndbcffrom NPR-A
3rdbcffrom OCS

Case B; “State aas second”
1« beffrom NPR-A

2ndbcf from state lands
3rdbcffrom OCS

Case C; “State aas last”
1stheffrom OCS
2ndbcffrom NPR-A
3rdbcffrom state lands



e Without rolled-in rates itis very unlikely

all expansions would occur. But ifthey did:

[AGIA revenue] - [L48 FERC revenue] =

State NPVs difference, $2007 (billion)

Case A Case B Case C Expected
State gas first State gas 2nd State gas last Value
$3.50 (0.91) (0.79) 0.15 (0.52)
$5.50 (0.75) (0.58) 0.25 (0.36)

$7.00 . (0.713 (0.52) 0.05 (0.39) |



e W ithout rolled-in rates itis very likely the

last expansion won'toccur. Ifitdoesn’t:

[AGIA revenue] - [L48 FERC revenue] =

State NPVs difference, $2007 (billion)

Case A Case B Case C Expected
State gas first State gas 2nd State gas last Value
$3.50 (1.13) (1.05) 0.85 (0.44)
$5.50 (0-74) (0.65) 3.30 0.64

$7.00  (0.56) (0.46) 5.00 1.33



e W ithout rolled-in rates it is likely neither

2nd nor 3rdexpansion occur. Ifthey don't:

[AGIA revenue]|] - [L48 FERC revenue] =

State NPVs difference, $2007 (billion)

Case A Case B Case C Expected
State gas first State gas 2nd State gas last Value
$3.50 1.71 1.67 2.18 1.85
$5.50 5.63 5.57 6.28 5.83

$7.00 8.51 8.45 9.27 8.75



e Even given the bad assumption ofequal

chance foreach expansion path (e.g. odds

of looping unaffected by rate treatment),

AGIA maximizes expected state returns.
Expected Value State NPVsdifference, $2007 (billions)
All Three Exd. 1st Two Exd. Onlv 1st Exd. Ava of Cases

$350  (0.52) (0.44) 1.85 0.30
$550  (0.36) 0.64 5.83 203
1.33 8.75 3.23

$7.00  (0.39)
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e The following shows Producer upstream
investment measures given the three
expansions under the “worstcase”ofno

producer gas inany ofthe expansions.

NPV IRR A NPV per BOE %ANPV AIRR %A
$50 38 29.5%0 30 $0.46 -0 0222  -4.8%
$.50 117 62.8%0 7.3 $1.41 -33% -010% -29%%0

$7.00 174 79.0% 10.3 $2.10 -23% -013% -21%

11
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Frequency Distribution Producer Upstream NPVIO

8 11 16
12.6

reported estimates due to recalibration 13.0> 13.0

of $2004 to $2006 price paths.

20

AGIA - No Expansion
AGIA - w/ Expansion

FERC w/ Expansion

24 28 32

NPV ($ Billions)

12



Frequency Distribution Producer Upstream IRR

16% AGIA - No Expansion

AGIA - wl Expansion

FERC - wl Expansion

N 0“0y

ra
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0% 10% 20% 30% 40% 50% B0% 70% 80% 90% 100% 110%

56.8%

Note: Results differ from previously
0 0
reported estimates due to recalibration 56.9% 57.0%

of $2004 to $2006 price paths.

IRR (%)
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AGIA

Tilt Aloska Oatlin* Inducement Act-

Frequency Distribution Producer UpStream

Profitability Ratio
18%

AGIA - No Expansion
AGIA - wl Expansion

FERC w/ Expansion

Note: Results differ from previously P rofitability Ratio
reported estimates due to recalibration 14
of $2004 to $2006 price paths.



AGIA rolled-in rates promote competition,
exploration and development,

Given uncertainties, AGIA’s rolled-in rates
are clearly in the state’s monetary interest.

The objective evidence indicates that
AGIA’S rolled-in provisions cost the
Producers only modestly and unlikely
to affect their initial investment

decisions.

15
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The Alaska Gasline Inducement

Presentation to Senate Judiciary
4/11/2007
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of obligation

The total financial commitment for the producers would be
around $3.4 billion per year, increasing to approximately
$4 billion per year for a 20% cost overrun. A producer
with one-third of shipping capacity would make a financial
commitment of between $1.1 and $1.33 billion per year.
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Mill on* dl dollar

12000
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6000 -
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$2.58 AECO price (real),
exceeded with 85%0 likelihood

.31 AECO price (real),
exceeded with 95% likelihood

Revenues declines as
known reserves decline;
assume no new



Analysis of Producer Returns,
Investment Attractiveness, ano
Fiscal Certainty

Response to questions
4-5, 9-11, 16
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attractiveness?

NPV = “net presentvalue’

The currentvalue offuture profits

IRR = “internal rate of return”
0

The discount rate that makes NPV

P/1 = “profitability index”
inflow s]/[present value

[presentvalue ofcash
of outflow s]

“NPV perbarrel oil equivalent”

NPV /Boe =
IS generated from

Measure of how much cash flow

reServes



$3.50
$4.00
$4.50
$5.00
$5.50
$6.00
$6.50
$7.00
$7.50
$8.00
$8.50

NPV
4.1
6.1
8.1
10.1
12.1
14.0
16.0
17.8
19.6
21.3
22.9

IRR
29.8%
39.7%
48.7%
56.3%
62.9%
68.9%
74.2%
79.2%
83.9%
90.4%
95.6%

P/l
3.2
4.3
5.3
6.4
7.5
8.5
9.5
10.5
11.5
12.4
13.2

NPV per BOE

$0.49
$0.74
$0.98
$1.22
$1.46
$1.70
$1.93
$2.15
$2.37
$2.57
$2.76



The Alaska Oasllna Inducement Act

NPV IRR P/l NPV per BOE

$3.50 1.2 13.8% 1.5 $0.14
$4.00 3.2 20.9% 2.2 $0.39
$450 5.2 28.0% 3.0 $0.63
$5.00 7.2 35.0% 3.8 $0.87
$550 9.2 41.4% 4.6 $1.12
$6.00 112 47.2% 5.4 $1.35
$6.50 131 52.4% 6.1 $1.59
$7.00 151 57.2% 6.9 $1.82
$7.50 169 61.9% 7.6 $2.05
$8.00 188 67.8% 8.3 $2.27

$850 205  727% 9.0 $2.47 ]



The Alaska Gasline Inducement Act

NPV per

NPV IRR P/l BOE
$3.50 3.0 12.6% 1.3 $0.37
$4.00 5.0 14.0% 1.4 $0.60
$4.50 6.9 15.4% 1.6 $0.83
$5.00 8.7 16.7% 1.7 $1.06
$5.50 10.6 17.9% 1.9 $1.28
$6.00 12.4 19.0% 2.0 $1.50
$6.50 14.2 20.1% 2.2 $1.72
$7.00 16.0 21.1% 2.3 $1.93
$7.50 17.7 22.1% 2.5 $2.14
$8.00 19.3 23.0% 2.6 $2.33

$8.50 208 23.9% 2.7 $2.51 ?



Frequency Distribution of Producer NPVio

12.5 14.3
NPV ($ Billions)
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Frequency Distribution of Producer IRR

Integrated Up- & Mid-stream

Upstream only

0% 10% 2 % 70% 80% 90% 100% 110%

18.4% 60.6% IRR (%9 11



Relative Frequency

Frequency Distribution of Producer



Alaska Gasline - Alberta (PPT fiscal terms)

Alaska Gasline -Alberta (2005 fiscal terms)

owm

50%

: A S

Percentile

Project comparison data from EconOne presentation to LB&A Committee, 6/14/06. EconOne data 13
assumes 100% Producer pipeline ownership; upstream return data assumes 0% pipeline ownership.



