FNG: Natural Gas in Two Years

Summary
A public private partnership between the State of Alaska and Fairbanks Natural Gas {FNG) represents
the timeliest and most cost effective solution to addressing urgent energy issues across Alaska.

Scope

FNG has secured an abundant and affordable source of North Slope natural gas from Exxon Mobile.
Its ten year contract for up to 17 Bcf per vear is enough to supply FNG's current residential and
commercial customer base plus significant growth, GVEA and the Flint Hills Refinery.

The gas liquefaction process will produce as a byproduct more than 30,000 gallons per day of
propane, which will be made available at cost for distribution throughout rural Alaska.

FNG has to date completed piant designs, acquired property, concluded site investigations and
secured permits to construct a LNG plant on the North Slope.

The State of Alaska will provide debt financing through a state entity to (i) construct a facility on the
North Slope to liquefy natural gas, (ii) purchase LNG tanker trailers, and (i) build adequate storage in
the Fairbanks/North Pole area.

FNG will lease and operate the North Slope facility, truck LNG to Fairbanks/North Pole and regasify
for distribution through a growing network of pipelines.

FNG will relinquish itself to economic regulation by the Regulatory Commission of Alaska. Capital
provided by the state will be excluded from FNG's rate base, thus minimizing the cost to ratepayers.
Debt will be amortized over time and included in rates paid by consumers.

With a return allowance reflecting its risk profile and investment to date, FNG will proceed with an
aggressive system expansion throughout the Fairbanks/North Pole area.

The LNG assets have been designed to enable easy redeployment to different communities — in
whole or in part — should an alterative delivery system become available to the Railbelt. These
assets could also be redeployed at tidewater for future delivery of LNG to Southeast or for export.

Cost

$250 million in bonds will be issued through a state entity to construct liquefaction facilities, tanker
trailers and associated equipment to deliver LNG from the North Slope to the Fairbanks/North Pole
area. This amount is based on fixed cost bids on plant and equipment obtained from major industrial
suppliers, and includes contingencies. -

Average total rate charged to customers will be $10-$12 per Mcf with ANS crude at $50.

Schedule

First gas will be delivered to customers in 2011.

Drivers / Benefits

Clean buming natural gas is essential to help the Interior meet EPA's PM 2.5 air quality standard.
Failure to comply will put the Interior. at risk of losing federal funding, including the economies
associated with its military bases.

This project will aliow for more stable energy pricing for electricity generation for GVEA and cheaper
feedstock for crude oil refinement at the Flint Hills Refinery.

This project eases pressure on the Cook Inlet's natural gas supply and enables FNG to comply with
RCA ruling to locate an alternative energy source for the Interior market.

FNG's current LNG facility at Point McKenzie could be rededicated and modified to provide a cost-
effective winter peak gas supply to Southcentral.

This project will allow Alaska's trucking industry to convert from diesel fuel to the natural gas, with
fueling stations initially located on the North Slope, Interior and Southcentral.



FNG / POLAR North Slope LNG Proposal
Average Rate Charged at Various ANS Prices

[$ perMcf]
Funding: $250MM Grant
= |Term: n/a
-8 Iinterest Rate: n/a
2 ANS Crude 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
8 $50 $8.21 $8.30 $8.74 $852 $8.61 $8.74 $8.79 $9.19  $9.02 $9.15
»n $100 1053 1065 11.11 10.86 1095 1107 114 11.54 11.34  11.47
$150 14.07 1424 1473 1443 1452 1463 1467 15.11 14.87 15.00
Funding: $250MM Bond
= |Term: 10 Years
2 |Interest Rate: 5.0%
g ANS Crude 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
8 $50 $12.16 $12.06 $12.71 $11.89 $11.79 $11.72 $11.57 $12.03 $11.42 $11.40
/7] $100 14.48 14.41 15.08 1423 1413 1405 1390 1438 13.74 13.72
$150 18.02 18.00 18.70 1780 17.70 1762 17.46 17.95 17.27 17.25
Funding: $250MM Bond
= |Term: 20 Years
-.9_ Interest Rate: 5.0%
g ANS Crude 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
3 $50 $10.86 $10.84 $11.45 $10.84 $10.83 $10.84 $10.78 $11.25 $10.78 $10.83
172} $100 1318 1319 1382 13.18 13.17 1317 1310 1359 13.10 13.14
$150 16.71 16.78 1744 1675 1674 1674 16.66 17.17 16.63 16.68
Funding: * $250MM Bond
2 [Term: 30 Years
.g Iinterest Rate: 5.0%
g ANS Crude 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020
8 $50 $10.43 $10.44 $11.03 $1049 $10.51 $1054 $10.51 $10.98 $10.57 $10.63
7] $100 12.74 1279 1340 1283 1285 12.88 1284 13.33 1288 12.95
$150 16.28 16.37 17.02 1640 16.41 1644 1639 1690 16.41 16.48
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Fairbanks Consumer Savings with State Participation
Space Heating with Natural Gas versus Fuel Oil

Count Annual Usage ***
hru 2016) Gas (Mcf) | Oil (Gallons)
Residentiall 11,060 190 1,400
Muttifamily Residentia 421 1,000 1515
Small Commercial] 714 5,152
Medium C ial 440 4,000 30,000
Large Commercial 139 7,600 57,576
FMH 1 110,000 833,333
UAF 1 200,000 1,515,000
10-Year Bond Amortization
Residential Muitifamily Residantiai
ANS Crude Natural Gas Fuel Oil Annual Cost Annual Savings Annual Cost Annual Savings
| ($/obl) (SMMch) (8/g Gas [ " oi Household | Areawide Gas [ o Household | Areawide |
.- $50.00 12.16 $2.10 $2,310 $2,940 $630  $6,963,376 $12,160 $15,908 $3,748  $1,577,698
$100.00 14.48 $3.60° $2,751 $5,040 $2,289 $25314,128 $14,480 $27,270 $12,790  $5,384,500
$150.00 $18.02 $3,424 $6,440 - $3016  $33.359,172 $18,020 $34845 $16,825 $7,083325
Small Commercial Medium Commercial
ANS Crude Natural Gas Fuel Oil Annual Cost I Annual Savings Annual Cost I Annual Savings
{$/obl) M) (Sigah | Gas [ O | Household | _ Areawide Gas [ Oi | Household | Areawide
$50.00 12.16 X $8,269 $10,819 $2550  $1,820,986 $43,640 $63,000 $14,360  $6,318,400
$100.00 $14.48 $3.60 $9,846 $18,547 $8,701 $6,212,371 $57.920 $108,000 $50,080 $22,035,200
$150.00 $18.02 $4.60 $12,254 $23,699 $11,446 $8,172,158 $72,080 $138,000 $65920 $29,004,800
Large Commercial Fairbanks Memorlal Hospital =~ |
ANS Crude Natural Gas Fuel Ol Annual Cost ] Annual Sa Annual Cost Annual
($bl) —($/Mch) ($iga Gas IO | Household | _Areawide Gas [ oi Household | Areawide
$50.00 $12.16 $2.10 $32,416  $120,810 $28,494  $3,960,610 $1,337,600 $1,749999  $412,398 $412,399
$100.00 $14.48 $3.60 $110,048 $207,274 $97,226  $13,514,358 $1,592,800 $2,999,999 $1,407,199 $1,407,199
$150.00 18.02 4.60 $136,952 $264,850  $127,898  $17,777.766 $1,982200 $3,833,332  $1,851,132  $1,851,132
~__UAF
ANS Crude Natural Gas Fuel Oit Annual Cost Annual Savings Total Areawide
{$/bl) ($Mcf) ($/gan) Gas ) Oil UAF Arcawide Savings
$50.00 $12.16 F $2432000 $3,181,500  $749,500 $749,500 21,802,969
$100.00 $14.48 $3.60 $2,896,000 $5,454,000 $2,558,000  $2,558,000 $76,425,846
$150.00 $18.02 b4.60 $3.604,000 $6,969,000 $37365000  $3,365.000 $100,613,354
20-Year Bond Amortization
Residential Multifamily Residential
ANS Crude Natural Gas Fuel O#t Annual Cost ] Annual Savings Annual Cost Annual Savings
{$/0b0) _($Mch) ($/gal) Gas I ot | Houschold | Areawids Gas [__oi Household | Areawide |
$50.00 $10.86 $2,063 $2,940 $877  $9,695,186 $10,860 $15,908 $5,048  $2,124,998
$100.00 $13.18 3.60 $2,504 $5,040 $2,536  $28,045,948 $13,180 $27,270 $14,090  $5,931,890
$150.00 $16.71 $4.60 | $3,175 $6,440 $3.265  $36,112,006 $16,710 $34,845 $18,135  $7,634,835
Smalf Commercial - Medium Commaercial
ANS Crude Natural Gas Fuel Ot Annual Cost I Antwal Savings Annual Cost Annual Savi
($70b1) ($/Mch) ($/gal) Gas | Ot | Business | Arcawide Gas | o Business | Areawide
$50.00 10.86 $2.10 $7,385 $10,819 $3.434  $2452,162 $43,440 $63,000 $19,660  $8,606,400
$100.00 $13.18 3.60 $8,962 $18,547 39,585  $6,843,547 $52,720  $108,000 $55,280 $24,323,200
$150.00 16.71 b4.60 $11,363 $23,699 $12,336 _ $8,808,190 $66,840 _ $138,000 $71,160  $31,310,400
Large Commercial Fairbanks Memorial Hospitat |
ANS Crude Naturai Gas Fuel Olf Annual Cost Annual Savi Annuat Cost Amﬁilm__
[¢ . ($/gal) Gas o Business Areawide Gas Oil FMH _ Areawide |
$50.00 10.86 2.10 $82,536  $120,910 $38,374  $5,333,930 $1,194,600 $1,749,999 $565,399 $555,399
$100.00 $13.18 $3.60 $100,168  $207,274  $107,106 $14,887.678 $1,449,800 $2,999,999 $1,550,199  $1,550,199
$150.00 $16.71 }4.60 $126,996  $264,850 $137,854  $19,161,650 $1,838100 $3,833332 $1,995232  $1,995232
UAF
ANS Crude Natural Gas Fuel Ot Anqual Cost Annual Savk Total Areawide
($/bbi) Gas Oil UAF Areawide Savings
$50.00 10.86 2.10 $2,172,000 $3,181,500 $1,009,500  $1,009,600 $29,777,585
$100.00 13.18 $3.60 $2,636,000 $5,454,000 $2,818,000 $2,818,000 $84,400,462
$150.00 $16.71 $4.60 $3,342,000 $6969,000 $3,627,000  $3,627,000 $108,649,313

“** Usage numbers are estimated based on historical usage numbers and information avaflable to FNG at the time of this projection.



