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BUILDING A WORLD OF DIFFERENCE® BLACK & VGEATCH

Project Economics are Robust

e NPV for Key Stakeholders Indicates Positive NPV for 4.0 Bcf/d project
that does not rely on Pt Thomson

e NPV Results are Sensitive to Many Factors with Commodity Prices
being the Most Significant

e Producer NPV Remains Positive with Low Market Price Assumptions

e 4.0 Bcf/d project has acceptable netback risks, lower reserve risk than
4.5 Bcf/d project with Pt Thomson gas

e NPV positive across wide range of project cost outcomes, cost
escalation scenarios

e Tariffs for Smaller Pipeline Configurations (4.0 & 3.5 Bcf/d) Increase by
13% to 21% Relative to the 4.5 Bcf/d Proposal Base Case

6/18/2008
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3.5 Bcf/d Case

Production Assumptions
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BUILDING A WORLD OF DIFFERENCE® BLACK & VGEATCH

Production Assumptions used in the NPV Analysis for the
4.0 Bcf/d Conservative Base Case
e Prudhoe Bay:
o 24,5 Tcf
e Initial production rate — 3.5 Bcf/d
e State existing:
o 3.7 Tcf:
o Colville River — 0.4 Tcf
e Duck Island — 0.8 Tcf
o Kuparuk — 1.2 Tcf
o Northstar — 0.5 Tcf
o GPMA - 0.9 Tcf
o Initial production rate — 0.5 Bcf/d

e Note — this case assumes NO Point Thomson production

6/18/2008
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Expected Tariffs from the North Slope to the AECO Market

AECO Tariff
$10.0
m 4.5 Bcef/ld 4.0 Bcfld 3.5 Bcf/d
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4.0 Bcf/d Conservative Base Case Cash Flows

Cash-flows to Stakeholders

% $25.0 1 Total Net Cash Flow
? a0 P I for Project by Stakeholder
550 g§%%%%%%%%%%%%%%%;;;;;;;;%%%%%%%%%%%%%%%%%%%%§%%%JJJJJJJJJJJJJJJ[JJIIU[[%}}}}}}}}}}}}}}}}}}}}}}}}”W[mmlml"llIIIIIIIIIIIII“I“III (Non-Discounted, 2008 —2044)
| AT ////////////% US. Goy Canadian Gov. State;zfglaska
($5.0)2008‘ ‘20‘11‘ ‘20‘14‘ ‘20‘17‘ ‘20‘20‘ ‘20‘23‘ ‘20‘26‘ ‘20‘29‘ ‘20‘32‘ ‘20‘35‘ ‘20‘38‘ ‘20‘41‘ ‘20‘44 $1O7 $10

TransCanada
$55
10%

Producer
$137
25%
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The State’s NPV. is Lower with Smaller Project Capacity
but Remains Significant

State NPV5
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Producer NPV Shows a Similar Trend When Compared to

the State
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Project NPV is Affected by Many Factors

e Prices

e Project cost

e Project cost escalation

e Interest rates

e Cost of finding and developing “new gas”

e Etc.

Bottom line: Understanding how project economics are
affected by uncertainty in inputs that affect cash flows.

6/18/2008
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Price is a Key Driver to Variations in the NPV, to the State
of Alaska

Base
o Base Case .
Sensitivity ' Assumption
: Wood
Commodity Prices P10 1 P90 Mackenzie
| Prices
|
1
. | 4% Capex;
0, - 50, 0, - 90, | ’
Cost Escalation 6% Capex; 5% Opex _ 2% Capex; 2% Opex | 3% Opex
|
|
1
|
Upstream Capital Costs 100% Increase - 50% Decrease i Base Case
|
1
. : Mean Capital
TransCanada Capital Cost P90 l P10 ;
|
|
|
1
|
Pipeline Interest Rate 8.81% . : 7.06%
|
|
|
1
TransCanada Schedule P90 I P10 | Base Case
|
1
|
| PBU 3.0
Production Scenarios F PBU 3.5 BCF/d; No PT : BCF/d; PT
| Blowdown
|
I T T T T T T T T T T T T T T T T T T T T T T T T T T T T T } T T T T 1
$- $20.0 $40.0 $60.0 $80.0 $100.0 $120.0 $140.0

State NPVs ($Billion 2008)

B&V - 11 6/18/2008
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Various Price Forecasts were Considered in Analysis

$45.00
Wood Mackenzie AECO Forecast
$40.00 +-- S
Estimated EIA AECO Forecast
$3500 |-  ——BVBaseCaseForecast oo e
= = BV P10 L

$3000 +-- e R
E BV P90 ” ’
S
= $25.00
&+
E
= $20.00
O
Z

$15.00

$10.00

$5.00
$' T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T T
2008 2012 2016 2020 2024 2028 2032 2036 2040 2044

Draft Work in Progress — Privileged and Confidential 6/18/2008
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The impact from price uncertainty swamps estimated
capital cost and schedule uncertainty.

100% f
i
90% -f I !
] 4.5 AECOw/ Price and TC
Schedule-Cost Uncertainty
8% T — =45 AECOW/onl '
. y TC Schedule-
, Cost Uncertainty
70% |
< ]
; 60% ,
= |
e BO% b
o | :
S aw , Results indicate no
| likelihood for a negative NPV
30% | to the State. Uncertainty
| analysis required the use of
WA C the lower B&V forecasts. |
10%
I
O% } j T T T
$0 $50 $100 $150 $200 $250

$2008 Billions NPVs
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Lower Project Volumes yield similar State NPV results

100%

90% ~

80%

70%

60% -

50%

Probability (%)

40% -

30%

3.5 Bcf/d Low Volume Sensitivity Case

20% -

-/ 0 Bcf/d Conservative Base Case

10% 4

= = =45Bcf/d Proposal Base Case

0% 1
$0 $50 $100 $150 $200 $250

$2008 Billions NPVs
Results shown are with both Price Uncertainty (B&V Price Scenarios) and TC Schedule / Cost Uncertainty
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BUILDING A WORLD OF DIFFERENCE® BLACK & VGEATCH

Producer Sensitivity to Key Variables is Similar to that
seen in State Results

Base
e Base Case ;
Sensitivity Assumption
I I I I
| ‘ ‘ ‘ Wood
Commodity Prices , P10 P90 Mackenzie
| ‘ ‘ ‘ Prices
| | | |
1 1 1 1
|
Cost Escalation | 6% Capex; 5% Opex _ 206 Capex; 2% Opex 4% Capex;
| | | 3% Opex
| | | |
| | | |
1 1 1 1
. | | |
Upstream Capital Costs : : 100% Increase - 50% Decrease | Base Case
| | | |
| | | |
1 1 1 1
| | | |
TransCanada Schedule 1 1 - P90 - P10 1 Base Case
1 1 1 1
| | | |
| | | |
: : | | Mean Capital
TransCanada Capital Cost } } - P90 l P10 }
| | | |
| | | |
1 1 1 1
L l l l l 7.06%
Pipeline Interest Rate : : 18.81% . ;
| | | |
1 1 1 1
| | | |
| | | ! PBU 3.0
Production Scenarios | | | PBU 3.5 BCF/d: No PT BCF/d; PT
: : : | Blowdown
I T T T T } T T } T T T T } T T T T T T T T T }
$(5.0) $- $5.0 $10.0 $15.0 $20.0

Producer NPV, ($Billion 2008)
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The producers have a very low likelihood for a negative
NPV,,, even with lower project volume of 3.5 or 4.0 Bcf/d.

100% ; 1 ——
3.5 Bcf/d Low Volume Sensitivity Case i L ” i i
90% = L
——4.0 Bcf/d Conservative Base Case i R ’ i i
80% - M- e e
- = =45Bcf/d Proposal Base Case ," l l
0% 1 N di o STt YTTTTTTTTT T
— | | 1 - | |
S : | ) | |
60% +--------—- 4 === - r—f-—-———-- - === - o
> | | | 2 | | |
= l l Y l ‘ ‘
2 so% L o L Results indicatea |-
e 3 3 ! 3 5% chance of a
o 40%””””””3 ********** i ****** '”i”””””*i” negative NPVlO to
| O i the Producer for
€ | J Y 4 | |
30% | s | | 3.5, 4.0, and 4.5
o S o B Bcf/d project |
| , | | volumes.
Chanc_e of 10% | /. | | 3 |
negative : l l l l :
NPV, is 0% 1 1 1 1 1 1 ;
~ 50p -$5 $0 $5 $10 $15 $20 $25 $30 $35

$2008 Billions NPVig
Results shown are with both Price Uncertainty and TC Schedule / Cost Uncertainty
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Analysis of Impact of Price Levels - Flat Real Prices

e Analysis
$30.00 investigated the
impact of price
2500 - levels on project
== Real Flat $5 Real Flat $6 Real Flat $7 .
economics
—Real Flat $8 @ =——Real Flat$9 =Real Flat $10
$20.00 ~
E e Flatreal prices
=
s levels from
= $15.00 +
£ $5/MMBtu to
2

$10/MMBtu were
considered for
natural gas price at

$10.00

$5.00 +
AECO
o — e 2.5% inflation
@@ O 1V N W DO N0 A0 &% 0 O O A XX 0 O QO O &
TIPS FITTETSTSES S S assumed to

estimate dollars of
the day prices
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Price levels have a significant impact on Producer NPV.
NPV,, remains positive with real prices in $5-$10/MMBtu

range for the 4.5 Bcf/d case.

$20.0
$18.0

$16.0
$14.0
$12.0
$10.0 -
$8.0 -
$6.0 +
$4.0
$2.0 +
$0.0 -

Aggregate Producer NPV,

4.5 AECO 45AECO 4.5AECO 45AECO 4.5AECO 4.5 AECO
$5 Real $6 Real $7 Real $8 Real $9 Real  $10 Real

$Billion 2008

$20.0

$18.0
$16.0 |
$14.0
$12.0
$10.0
$8.0 -
$6.0 -
$4.0
$2.0
$0.0 -

Aggregate Producer NPVy5

4.5 AECO 4.5 AECO 4.5 AECO 4.5AECO 4.5 AECO 4.5 AECO
$5 Real $6 Real $7 Real $8 Real $9 Real  $10 Real

Even at very low future prices, Producer NPV remains positive.
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Producer NPV (for 4.0 Bcf/d) is Expected to Remain
Positive if No YTF Gas is Produced

Producer NPV with No YTF Gas

$15.0
m 4.5 Bcef/d 4.0 Bcf/ld [13.5Bcf/d
$12.0 - $11.3
$10.4
Revenue vs. Transportation Costs & s00 $93
4.0 Bef/d (3.5 PBU, No PT) S B e
$70.0 S
) = $6.0 -
Transportation Costs s
$60.0 - Revenues o $3.0 |
— — Revenues with No YTF Gas
$50.0 - 5.
4.5 Bcfld 4.0 Bcf/d 3.5 Bcf/d
$40.0 Pipeline Capacity

|

Producer NPV, is equal
to $10.4 billion with No
YTF Gas at 4.0 Bcf/d

$30.0

$ Billions (2008)

$20.0

$10.0

2020 2023 2026 2029 2032 2035 2038 2041 2044
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Appendix
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Impact of the Gasline: Cash flows and NPV calculated are
the difference between oil+gas and oil only operations.

Oil + Gas $$

Oil Only $

Cash Flows from Gas $

B&V - 21 6/18/2008
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Overview of Natural Gas Price Assumptions Utilized in the
NPV Analysis

e Gas delivered to different locations has different prices: Henry Hub vs. AECO
e Prices dependent on the supply/demand balance and pipeline infrastructure
e Forecasts are required to evaluate the project from 2020 to 2045+
e Relied on range of forecasts

o EIA

o Wood Mackenzie

o B&V

e Others
e Wood Mackenzie is the base case for analysis

¢ Independent market assessment

e Projects an AECO price

6/18/2008
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Understanding the Factors that Lead to Future Prices

e Forecasted prices are “point” estimates, all dependent on a specific set
of assumptions

e None are expected to be on the dot “correct”

e Price uncertainty and associated risks could be better illustrated using a
forecasted price distribution:

Probability

Range of Price

e Black & Veatch assumes that the majority of price risks comes from
uncertainty in fundamental factors:

« Finding & development costs  LNG imports e US industrial demand

« Technological improvement * Power generation demand e CDN industrial demand

6/18/2008
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Positive Netbacks Are Expected Under All Price Forecasts

$45.00
mm Nominal AECO Tariff
$40.00 . T
— \Wo00d Mackenzie AECO Price Forecast
— E|A AECO Price Forecast
$35.00 + e
- B\ Base
L 4
BV P1 ’
$30.00 - o A R
S ——BV P90 . ° L.
S -
= $25.00
& -
T L’
C ]
E $20.00
(@]
zZ
$15.00
$10.00 / ‘
$5.00 -
$' l—rlﬂ—l—rITITI—rITI—rI—rITITI—rITI—rI—rITITI—rITITI—rITIﬂ—ITIT[

2020 2024 2028 2032 2036 2040 2044
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Cash flows to from 4.5 Bcf/d Proposal Base Case

Cash Flows to Stakeholders

$55.0
B State of Alaska B Aggregate Producer 0 Trans Canada

$45.0 T ~— ~OCanadian Gov. mnmuUusrFed. Gov. T T T T T T T T TTT T TT T
$35.0 |

7]

5

= 250 | Total Net Cash Flow

¥ for Project by Stakeholder
Be0 (Non-Discounted, 2008 — 2044)
$5.0 1 Canadian \Y; £ Alask

US. Gov $9 State5[§>26A2 aska

($5.0) $116 2% 44%

2008 2011 2014 2017 2020 2023 2026 2029 2032 2035 2038 2041 2044

TransCanada
$69 o
11%

Producer
$148
24%

6/18/2008
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BUILDING A WORLD OF DIFFERENCE®

3.5 Bcf/d Low Volume Sensitivity Case

Cash-flows to Stakeholders

$55.0

W State of Alaska [EProducers O Trans Canada

I~ @Canadian Gov. RAUS Fed. Gov.

$45.0

- gl
50 s~ |UsSs. Gov
2008 2011 2014 2017 2020 2023 2026 2029 2032 2035 2038 2041 2044 $91

19%

TransCanada
$52
11%

Produce
$116
24%

Total Net Cash Flow
for Project by Stakeholder

(Non-Discounted, 2008 — 2044)

Canadian Gov./ State of Alaska

$209
44%

r
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Project Cash Flows are Favorable if Built Today

Gas Price ($/MMBtu)

$25.0

$20.0

$15.0

$10.0

$5.0

$0.0
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Real prices are shown (no

4.5 Case Tariff (Approximate Real)
4.0 Case Tariff (Approximate Real)
3.5 Case Tariff (Approximate Real)
WoodMackenzie AECO (Real)

BV AECO Base (Real)
—— BV AECO P90 (Real)

+- =i BV AECO P10 (Real)

Current AECO Forw ard Price

inflation) against the projected
tariff based on today’s capital
costs (no inflation). Today’s AECO
forward market is $9.62/MMBtu.

2020 2022 2024 2026 2028 2030 2032 2034 2036 2038 2040 2042 2044
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Expected State of Alaska NPV is $66.1 billion

$ Billions (2008)

$50
$0
Discount Rate: ~ €ash 2% S>% 6% 8%
Flow

B&V - 28 6/18/2008
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Production Assumptions: 4.5 Bcf/d Proposal Base Case

O PBU/State Existing [ Point Thompsom
A I State - Yet-to-Find @ Fed-Onshore
4.5
4.0
3.5
3.0
S
‘g 2.5
0 Yet-to-find production
' assumes a 50/50 mix of
15 | State/Fed Onshore
reflecting ratio of available
1.0 | reserves
0.5
0.0 I I I I I I I I I I I

2020 2022 2024 2026 2028 2030 2032 2034 2036 2038 2040 2042 2044
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YTF Gas Required to Keep Pipeline Full under Different
Contract Periods and for Different Pipeline Capacities

% of Contract Volume Requiring YTF Gas

50%
45% - B 4.5 Bcf/d 40Bcfld m35Bcfd -

40% -
35% +--—--
30% -
25% -
20% -

%

15% +-
10% +-

5% | -
0%

Contract Period/Depreciation Life (years)
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Why does a delay increase State NPV.?

e Why does a delay increase State NPV._?
o Prices increase
o Progressivity for production taxes increases as prices rise
e Production Tax in 2020 = ~25%
e Production Tax in 2045 = ~50%
e Could a delay cause a decrease Iin the State NPV.?

o Yes, if prices increase at a lower rate than the baseline Wood
Mackenzie prices, then a project delay would cause a decrease in
the State NPV,

6/18/2008
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