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F i r s t  N a t i o n s  L a n d  C l a i m  A g r e e m e n t  S t a t u s

•  Y u k o n :  ( F i r s t  N a t i o n  p o p .  o f  ~  2 , 6 0 0  a l o n g  A H P P )

•  A l l  r i g h t  o f  w a y  F i r s t  N a t i o n s  h a v e  s e t t l e d  e x c e p t  

K a s k a  a n d  W h i t e  R i v e r .

•  K a s k a  d i d  n o t  c o m p l e t e  n e g o t i a t i o n s

•  W h i t e  R i v e r  c o m p l e t e d  n e g o t i a t i o n s  b u t  h a v e  n o t  h e l d  

a  r a t i f i c a t i o n  v o t e

•  B C :  ( F i r s t  N a t i o n  p o p .  o f  ~  5 , 8 0 0  a l o n g  A H P P )

•  K a s k a  F N  -  A I P  s t a g e  p u r s u a n t  t o  t h e  B C  T r e a t y  

p r o c e s s .

•  T a k u  R i v e r  T l i n g i t  -  A I P  s t a g e  i n  B C  T r e a t y  p r o c e s s

•  T r e a t y  8  -  s i g n e d  i n  1 8 9 9
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•  B e n e f i t s  o f  t h e  N P A  f o r  F i r s t  N a t i o n s  d e r i v e  f r o m :  

•  T e r m s  a n d  C o n d i t i o n '  / ' o b l i g a t i o n s  w h i c h  a r e

a t t a c h e d  t o  F o o t h i l l s  C e r t i f i c a t e s  o f  P u b l i c  

C o n v e n i e n c e  a n d  N e c e s s i t y )

•  U n d e r t a k i n g s  f r o m  t h e  p r o j e c t  h e a r i n g s

•  F o o t h i l l s  i s  r e q u i r e d  t o  d e l i v e r  s i g n i f i c a n t  b e n e f i t s  a n d  

m i n i m i z e  i m p a c t s  o f  t h e  p r o j e c t .

•  B e n e f i t s  a r e  a l r e a d y  s e c u r e d .

•  G o v e r n m e n t  o f  C a n a d a  c a n  i m p o s e  p e n a l t i e s  o n  

F o o t h i l l s  s h o u l d  i t  f a i l  t o  c o m p l y  w i t h  T e r m s  a n d  

C o n d i t i o n s  o f  t h e  N P A .
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T r a n s C a n a d a ' s  B e n e f i t s  t o  F i r s t  N a t i o n s  ( c o n t ' d )

N P A  B e n e f i t s  f o r  a l l  N o r t h e r n  R e s i d e n t s :

•  T r a i n i n g  a n d  e m p l o y m e n t  o p p o r t u n i t i e s  f o r  

c o n s t r u c t i o n  a n d  o p e r a t i o n s  o f  t h e  p i p e l i n e .

•  N o r t h e r n  b u s i n e s s  o p p o r t u n i t i e s .

•  O p p o r t u n i t y  f o r  e q u i t y  p a r t i c i p a t i o n .

•  N a t u r a l  g a s  s u p p l y  t o  c o m m u n i t i e s

•  B e a v e r  C r e e k ,  B u r w a s h  L a n d i n g ,  D e s t r u c t i o n  B a y ,  

H a i n e s  J u n c t i o n ,  W h i t e h o r s e ,  T e s l i n ,  U p p e r  L i a r d  a n d  

W a t s o n  L a k e  ( m a n y  a r e  F i r s t  N a t i o n  c o m m u n i t i e s )

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

a s s i s t a n c e  f o r  g a s  o f f - t a k e s .

•  Z o n a l  t o l l s

•  L o w e r  t o l l s  f o r  W h i t e h o r s e  o r  F t .  N e l s o n  v e r s u s  A l b e r t a  

d e l i v e r i e s .
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• NPA Specific Benefits for First Nations:

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

• Representation on the Board of Directors for Foothills South Yukon.
• 3 o f  11 d ir e c to r s  fo r  F irs t N a tio n s /W o m e n

- Foothills must enhance First Nations participation in project employment, 
training, and entrepreneurial opportunities through detailed socio-economic 
plans.

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

• Terms and Conditions or Undertakings (from hearings) establish protection 
for biophysical, socio-cultural, and socio-economic environment of the 
communities and traditional lands.

• The Umbrella Final Agreement and Yukon First Nation Final Agreements 
acknowledge and respect the validity of Foothills' pipeline easement.

• Setting aside new lands for a Greenfie!J project would be a difficult and 
slow process.
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•  T r a n s C a n a d a  h o l d s  c r i t i c a l  a s s e t s  f o r  t h e  p r o j e c t  i n  A l a s k a  a n d

C a n a d a  

•  A l a s k a

• C o n d i t i o n a l  F E R C  C e r t i f i c a t e

• C l e a n  W a t e r  P e r m i t s  a n d  F e d e r a l  R O W

• P e n d i n g  S t a t e  R O W

•  C a n a d a

• N P A  C e r t i f i c a t e s

•  C a n a d a  /  U . S .  T r e a t y

•  S i n g l e - w i n d o w  r e g u l a t o r y  a g e n c y

• Y u k o n  R O W

• S p e c i f i c  b e n e f i t s  f o r  F i r s t  N a t i o n s  a n d  e x t e n s i v e  h i s t o r y  o f  

c o n s u l t a t i o n .
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T h a n k  Y o u

T r a n s C a n a d a
In b u sin ess to  d e live r
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AGIA Overview
A G I A :

•  I s  a  c o m m e r c i a l  v e h i c l e  t h a t  c r e a t e s  a  

c o m p e t i t i v e  p l a y i n g  f i e l d

•  P r o v i d e s  a  p i p e l i n e  s o o n e r  a n d  o n  

A l a s k a ’s  t e r m s

•  I s  a  t r a n s p a r e n t  p r o c e s s ,  w i t h  

t r a n s p a r e n t  i n d u c e m e n t s .
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•  A G I A  i s  n o t  a  n e g o t i a t i o n

•  S u c c e s s f u l  b i d d i n g  p r o c e s s  r e q u i r e s  

A G I A ’s  i n d u c e m e n t s

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

a n d  a l l  t h e  p l a y e r s  a r e  i n  t h e  g a m e

-  W i t h o u t  i n d u c e m e n t s ,  n o  b i d d e r s

-  W i t h o u t  b i d d e r s ,  s t a t e  h a s  n o  a b i l i t y  t o  g e t  a  

p i p e l i n e  o n  i t s  d e s i r e d  t e r m s
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Commercial Vehicle
A G I A ’s  i n d u c e m e n t s :  

• K n o w n ,  c l e a r ly  q u a n t i f i e d ,  a n d  t r a n s p a r e n t

• M id s t r e a m  i n d u c e m e n t  o f  $ 5 0 0  million:
-  r e d u c e s  l i c e n s e e ’s  p r o j e c t  d e v e l o p m e n t  r i s k s ,  e s p e c i a l l y  a n  

i n d e p e n d e n t  p i p e l i n e  l i c e n s e e

•  U p s t r e a m  t a x  a n d  r o y a lty  i n d u c e m e n t s :
-  c o u p l e d  t o  t h e  l i c e n s e d  m i d s t r e a m  p r o j e c t  t o  m a k e  l i c e n s e  m o r e  

v a l u a b l e ,  b y

• E n c o u r a g i n g  o p e n  s e a s o n  p a r t i c i p a t i o n

•  E n s u r i n g  t h a t  s t a t e  w i l l  s t i c k  w i t h  i t s  l i c e n s e d  p a r t n e r

• R e q u i r e m e n t  to  o b t a in  p ip e l in e  c e r t i f i c a t e  r e d u c e s  o v e r a l l  
p r o je c t  r isk s ,  i n c r e a s e s  o p p o r tu n i ty  fo r  s u c c e s s
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•  S t a t e ’s  “ m u s t  h a v e s ” f o c u s  o n  t h e  f u t u r e :

-  A  c o m p e t i t i v e  a n d  v i b r a n t  o i l  a n d  g a s  i n d u s t r y

-  J o b s  a n d  c a r e e r s ,  n o t  o n l y  f r o m  t h e  p i p e l i n e  

i t s e l f ,  b u t  a l s o  f r o m  a  v i b r a n t  s u p p o r t  i n d u s t r y

-  G a s  f o r  A l a s k a n s
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T h e  s t a t e  “ m u s t  h a v e s ”

•  M i n i m u m  7 0 / 3 0  d e b t / e q u i t y  r a t i o  e n s u r e s  

r e a s o n a b l e  b a s e  t a r i f f s

•  E x p a n s i o n  r e q u i r e m e n t s  e n s u r e  e x p l o r e r ’s  

g a s  c a n  a c c e s s  t h e  p i p e l i n e

•  R o l l e d - i n  r a t e s  e n s u r e  a l l  p a r t i e s  h a v e  a n  

e c o n o m i c  i n c e n t i v e  t o  e x p l o r e  f o r  g a s
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Public policy
Th* Alaska Gatlin* lnduc*m*nt Act-

A G I A  c r e a t e s  a  c o m p e t i t i v e  p r o c e s s ,  n o t  a  

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

B i d s  c o m m e n t e d  u p o n  b y  t h e  p u b l i c

W i n n e r  c h o s e n  b y  t h e  C o m m i s s i o n e r s

L e g i s l a t i v e  r e v i e w  a n d  a p p r o v a l

V a l u e  o f  A G I A ’ s  i n d u c e m e n t s  a r e  u p - f r o n t  

a n d  t r a n s p a r e n t
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f o r  P r o d u c e r s
Th« Aloska Gatlin* Inducement Act-

C o n s t i t u t i o n  o f  A l a s k a

A r t i c l e  9  -  F i n a n c e  a n d  T a x a t i o n  

§  1 .  T a x i n g  P o w e r

T h e  p o w e r  o f  t a x a t i o n  s h a l l  n e v e r  

b e  s u r r e n d e r e d .  T h i s  p o w e r  s h a l l  

n o t  b e  s u s p e n d e d  o r  c o n t r a c t e d  

a w a y ,  e x c e p t  a s  p r o v i d e d  i n  t h i s  

a r t i c l e .

9
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I n c r e a s i n g  P r e d i c t a b i l i t y  

f o r  P r o d u c e r s
— ...........     Th« A laska Gaslln* Inducem ent A e f -

C o n s t i t u t i o n  o f  A l a s k a

A r t i c l e  9  -  §  4 .  E x e m p t i o n s

T h e  r e a l  a n d  p e r s o n a l  p r o p e r t y  o f  t h e  S t a t e  o r  
i t s  p o l i t i c a l  s u b d i v i s i o n s  s h a l l  b e  e x e m p t  
f r o m  t a x a t i o n  . . . .  [ P ] r o p e r t y  u s e d  e x c l u s i v e l y  
f o r  n o n - p r o f i t  r e l i g i o u s ,  c h a r i t a b l e ,  c e m e t e r y ,  
o r  e d u c a t i o n a l  p u r p o s e s , . . .  s h a l l  b e  e x e m p t  
f r o m  t a x a t i o n .  O t h e r  e x e m p t i o n s  o f  l i k e  o r  
d i f f e r e n t  k i n d  m a y  b e  g r a n t e d  b v  g e n e r a l  l a w .  
A l l  v a l i d  e x i s t i n g  e x e m p t i o n s  s h a l l  b e  
r e t a i n e d  u n t i l  o t h e r w i r e  p r o v i d e d  b y  l a w .





•  A G I A  r o l l e d - i n  r a t e s  p r o m o t e  c o m p e t i t i o n ,  
e x p l o r a t i o n  a n d  d e v e l o p m e n t .  C o n t r a s t :  i f  t h e  
F E R C ’ s  l o w e r - 4 8  p o l i c y  w e r e  u s e d  i t  i s  u n l i k e l y  
t h a t  t h e  l a s t  B c f  o f  i n - f i l l  c o m p r e s s i o n  w i l l  o c c u r ,  
a n d  v e r y  u n l i k e l y  t h a t  l o o p i n g  w i l l  o c c u r .

•  R o l l e d - i n  r a t e s  a r e  i n  t h e  s t a t e ’ s  i n t e r e s t  g i v e n  
u n c e r t a i n t y  o f  w h e r e  e x p a n s i o n  g a s  w i l l  c o m e .

•  T h e  o b j e c t i v e  e v i d e n c e  i n d i c a t e s  t h a t  r o l l e d - i n  
r a t e s  c o s t  P r o d u c e r s  o n l y  m o d e s t l y ,  a r e  m o s t l y  
o f f - s e t  b y  S t a t e ’ s  $ 5 0 0 M  c o n t r i b u t i o n ,  a n d  a r e  

u n l i k e l y  t o  a f f e c t  t h e i r  i n v e s t m e n t  d e c i s i o n s .



• B a s e  C a s e :  4 . 5  B c f / d a y

• 1 s t  E x p a n s i o n :  1 B c f ,  i n f i l l  c o m p r e s s i o n

• 2 n d  E x p a n s i o n :  1 B c f ,  i n f i l l  c o m p r e s s i o n

• 3 r d  E x p a n s i o n :  1 B c f ,  l o o p i n g

Note: Volumes here reported at pipe inlet
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■ AG IA  p o l ic y ;  In it ia l, 1 s t  an d  2n d  E x p a n s io n  S h ip p e rs '  R a te s  
ID L ow e r -4 8  F E R C  p o l ic y ,  1 s t  E x p a n s io n  (2 0 1 8 )  S h ip p e rs '  R a te s
■ L ow e r -4 8  F E R C  p o l ic y ,  2 n d  E x p a n s io n  S h ip p e rs '  R a te s  (2 0 2 1 )  
O  L ow e r -4 8  F E R C  p o l ic y ,  3 rd  E x p a n s io n  S h ip p e r s '  R a te s  (2 0 2 3 )
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• 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).

• Given such uncertainty the state is clearly better off with AGIA’s 
rolled-in rate provisions.

Case A: “State aas first”
1st bc f from  state lands 
2nd bc f from  NPR-A 
3rd bc f from  OCS

Case B: “State aas second”
1« bc f from  NPR-A 
2nd bc f from  state lands 
3rd bc f from  OCS

Case C: “State aas last”
1st bc f from  OCS 
2nd bc f from  NPR-A 
3 rd bc f from  state lands
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• W i t h o u t  r o l l e d - i n  r a t e s  i t  i s  v e r y  u n l i k e l y  

a l l  e x p a n s i o n s  w o u l d  o c c u r .  B u t  i f  t h e y  d i d :  

[ A G I A  r e v e n u e ]  -  [ L 4 8  F E R C  r e v e n u e ]  =

State NPVs difference, $2007 (billion)
Case A 

State gas first
Case B 

State gas 2nd
Case C 

State gas last
Expected

Value
$3.50 (0.91) (0.79) 0.15 (0.52)
$5.50 (0.75) (0.58) 0.25 (0.36)
$7.00 .. (0.71J (0.52) 0.05 (0.39) |
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• W i t h o u t  r o l l e d - i n  r a t e s  i t  i s  v e r y  l i k e l y  t h e  

l a s t  e x p a n s i o n  w o n ’ t  o c c u r .  I f  i t  d o e s n ’ t :  

[ A G I A  r e v e n u e ]  -  [ L 4 8  F E R C  r e v e n u e ]  =

State NPVs difference, $2007 (billion)
Case A 

State gas first
Case B

State gas 2nd
Case C

State gas last
Expected

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

8



• W i t h o u t  r o l l e d - i n  r a t e s  i t  i s  l i k e l y  n e i t h e r  

2 n d  n o r  3 r d  e x p a n s i o n  o c c u r .  I f  t h e y  d o n ’ t :  

[ A G I A  r e v e n u e ]  -  [ L 4 8  F E R C  r e v e n u e ]  =

State NPVs difference, $2007 (billion)
Case A 

State gas first
Case B 

State gas 2nd
Case C

State gas last
Expected

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

9



• E v e n  g i v e n  t h e  b a d  a s s u m p t i o n  o f  e q u a l  

c h a n c e  f o r  e a c h  e x p a n s i o n  p a t h  ( e . g .  o d d s  

o f  l o o p i n g  u n a f f e c t e d  b y  r a t e  t r e a t m e n t ) ,  

A G I A  m a x i m i z e s  e x p e c t e d  s t a t e  r e t u r n s .

Expected Value State NPVs difference, $2007 (billions)
All Three Exd. 1st Two Exd. Onlv 1st Exd. Ava of Cases

$3.50 (0.52) (0.44) 1.85 0.30
$5.50 (0.36) 0.64 5.83 2.03
$7.00 (0.39) 1.33 8.75 3.23

10



• T h e  f o l l o w i n g  s h o w s  P r o d u c e r  u p s t r e a m  

i n v e s t m e n t  m e a s u r e s  g i v e n  t h e  t h r e e  

e x p a n s i o n s  u n d e r  t h e  “ w o r s t  c a s e ”  o f  n o  

p r o d u c e r  g a s  i n  a n y  o f  t h e  e x p a n s i o n s .

NPV IRR P/I NPV per BOE % A NPV A IRR % A P/I
$3.50 3.8 29.5% 3.0 $0.46 -7.0% -0.22% -4.8%
$5.50 11.7 62.8% 7.3 $1.41 -3.3% -0.10% -2.9%
$7.00 17.4 79.0% 10.3 $2.10 -2.3% -0.13% -2.1%

11
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A G IA
F re q u e n c y  D is t r ib u t io n  P ro d u c e r U p s tre a m  N P V 10

1 8%  -

1 6%  -

1 4%  -

* 1 2%  -
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s 6 %  -
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2 %  -

0 %  4
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• A G I A  r o l l e d - i n  r a t e s  p r o m o t e  c o m p e t i t i o n ,  
e x p l o r a t i o n  a n d  d e v e l o p m e n t .

• G i v e n  u n c e r t a i n t i e s ,  A G I A ’ s  r o l l e d - i n  r a t e s  

a r e  c l e a r l y  i n  t h e  s t a t e ’ s  m o n e t a r y  i n t e r e s t .

• T h e  o b j e c t i v e  e v i d e n c e  i n d i c a t e s  t h a t  
A G I A ’ s  r o l l e d - i n  p r o v i s i o n s  c o s t  t h e  
P r o d u c e r s  o n l y  m o d e s t l y  a n d  u n l i k e l y  

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

d e c i s i o n s .
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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 

S205 b project commitment of between $1.1 and $1.33 billion per year.

i$25 B project
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Analysis of Producer Returns, 
Investment Attractiveness, and

Fiscal Certainty
R e s p o n s e  t o  q u e s t i o n s  

4 - 5 ,  9 - 1 1 ,  1 6
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a t t r a c t i v e n e s s ?

N P V  =  “ n e t  p r e s e n t  v a l u e ”

-  T h e  c u r r e n t  v a l u e  o f  f u t u r e  p r o f i t s

I R R  =  “ i n t e r n a l  r a t e  o f  r e t u r n ”

-  T h e  d i s c o u n t  r a t e  t h a t  m a k e s  N P V  =  0

P / I  =  “ p r o f i t a b i l i t y  i n d e x ”

-  [ p r e s e n t  v a l u e  o f  c a s h  i n f l o w s ] / [ p r e s e n t  v a l u e
o f  o u t f l o w s ]

N P V / B o e  =  “ N P V  p e r  b a r r e l  o i l  e q u i v a l e n t ”

-  M e a s u r e  o f  h o w  m u c h  c a s h  f l o w  i s  g e n e r a t e d  f r o m  
r e s e r v e s

6



NPV IRR P/I NPV per BOE
$3.50 4.1 29.8% 3.2 $0.49
$4.00 6.1 39.7% 4.3 $0.74
$4.50 8.1 48.7% 5.3 $0.98
$5.00 10.1 56.3% 6.4 $1.22
$5.50 12.1 62.9% 7.5 $1.46
$6.00 14.0 68.9% 8.5 $1.70
$6.50 16.0 74.2% 9.5 $1.93
$7.00 17.8 79.2% 10.5 $2.15
$7.50 19.6 83.9% 11.5 $2.37
$8.00 21.3 90.4% 12.4 $2.57
$8.50 22.9 95.6% 13.2 $2.76
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The Alaska Oasllna Inducement Act

NPV IRR P/I NPV per BOE
$3.50 1.2 13.8% 1.5 $0.14
$4.00 3.2 20.9% 2.2 $0.39
$4.50 5.2 28.0% 3.0 $0.63
$5.00 7.2 35.0% 3.8 $0.87
$5.50 9.2 41.4% 4.6 $1.12
$6.00 11.2 47.2% 5.4 $1.35
$6.50 13.1 52.4% 6.1 $1.59
$7.00 15.1 57.2% 6.9 $1.82
$7.50 16.9 61.9% 7.6 $2.05
$8.00 18.8 67.8% 8.3 $2.27
$8.50 20.5 72.7% 9.0 $2.47 8



The Alaska Gasllne Inducement Act

NPV per
NPV IRR P/I 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 20.8 23.9% 2.7 $2.51 9



Frequency Distribution of Producer NPV10

12.5 14.3
NPV ($ Billions) 10



Th# Alaska Oasllna Inducamant Act
Frequency Distribution of Producer IRR
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A laska G as line -  A lbe rta (PPT fis c a l te rm s)

A laska Gasline -A lbe rta (2005 fisca l terms)

Alaska Gasline - Chicago 
(2005 fi'scaf terms)’ "  ‘ '
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50%
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P ro ject comparison data from EconOne presentation to LB&A Comm ittee, 6/14/06. EconOne data 13
assumes 100% Producer pipeline ownership; upstream return data assumes 0% pipeline ownership.


