
Alaska  Industrial Development
and Export Authority

Quarterly Report to the 
Alaska State Legislature
Interior Energy Project

April 5, 2016

InteriorEnergyProject.com



Quart

 

INTRODU

DESCRIP

Supply

Liquef

Transp

Rail 

Truc

Distrib

Conve

Con

Prop

On-

Iden

UPDATE 

TO-DATE

To-Da

Anticip

FINANCI
INCLUDI

SUMMAR

Table 1: 
Table 2: 

 

terly Rep

UCTION ......

PTION OF PR

y .................

faction .......

portation ....

 option upd

cking option

bution .........

ersion .........

nsumer inte

perty Assess

bill Financin

ntified fund

ON THE STA

E AND ANTIC

te Convers

pated Conv

IAL ACCOU
NG LOANS,

RY ..............

  Natural G
  Expendit

Authoriza

port to th

...................

ROJECT PRO

...................

...................

...................

date ............

n update ...

...................

...................

rest in conv

sed Clean E

ng ...............

ing sources

ATUS OF LOC

CIPATED CO

ions ............

versions .....

UNTING OF F
, GRANTS, A

...................

Gas Custom
tures from a
ation(s) .......

he Alask

TABLE O

...................

OGRESS ON 

...................

...................

...................

...................

...................

...................

...................

version assis

Energy Fina

...................

s for conver

CAL DISTRIB

ONVERSION

...................

...................

FUNDS EXPE
AND BONDS

...................

LIST 
mer Projecti
and Remain
...................

ka State L

| i | 

OF CONTE

...................

 ALL COMP

...................

...................

...................

....................

....................

...................

...................

stance .......

ancing ........

....................

rsion assista

BUTION INFR

NS ...............

...................

...................

ENDED AND
S .................

...................

OF TABLE
on ..............

ning Funds o
....................

Legislatu

ENTS 

...................

ONENTS .....

...................

...................

...................

....................

....................

...................

...................

....................

....................

....................

ance ...........

RASTRUCTUR

...................

...................

...................

D FUNDS AN
...................

...................

ES 
....................
of Legislativ
....................

ure 

....................

....................

....................

....................

....................

....................

....................

....................

....................

....................

....................

....................

....................

RE BUILD-O

....................

....................

....................

NTICIPATED 
....................

....................

....................
ve Appropr
....................

...................

...................

...................

...................

...................

....................

....................

...................

...................

....................

....................

....................

....................

UT ...............

...................

...................

...................

TO BE SPEN
...................

...................

....................
riation & 
....................

...... 1 

...... 2 

...... 2 

...... 2 

...... 4 

...... 4 

...... 4 

...... 4 

...... 6 

...... 6 

...... 6 

...... 7 

...... 7 

...... 8 

...... 8 

...... 8 

...... 8 

NT, 
...... 9 

.... 11 

...... 9 

.... 10 



Quart

 

Attachm

Attachm

Attachm

Attachm

 

AHFC  

AIDEA  

ARRC  

BP  

CDBG  

CPAI  

DCCED 

FNG  

FNSB  

GVEA  

IEP  

IGU  

LNG  

NLG  

PACE  

RFI  

RFP  

SETS  

terly Rep

ment A: In

ment B: M

ment C: F

ment D: H

Alask

Alask

Alask

BP (A

Comm

Cono

 Depa

Fairba

Fairba

Golde

Interio

Interio

liquef

North

Prope

Requ

Requ

Susta

port to th

nstructions t

March 3, 20

inal Pentex

Heating Oil 

a Housing F

a Industrial

a Railroad 

Alaska) 

munity Dev

ocoPhillips A

artment of C

anks Natura

anks North 

en Valley E

or Energy P

or Gas Utilit

fied natura

hern Lights G

erty Assesse

est for Infor

est for Prop

inable Ener

he Alask

LIST OF A

to Finalists f

16 AIDEA B

x 2016 Budg

Price Sensit

ACRO

Finance Co

 Developm

Corporatio

velopment 

Alaska, Inc. 

Commerce

al Gas 

Star Boroug

lectric Asso

roject 

y 

l gas 

Gas 

ed Clean En

rmation  

posals 

rgy Transmi

ka State L

| ii | 

ATTACHM

for Best and

oard Meet

get and Rat

tivity Analys

ONYMS L

orporation 

ment and Ex

on 

Block Gran

  

e, Commun

gh 

ociation 

nergy 

ssion and S

Legislatu

MENTS 

d Final Offe

ing Packet 

tes, Resolut

sis Report 

IST 

xport Autho

nt 

nity, and Eco

Supply Deve

ure 

rs 

 

tion No. G1

ority 

onomic De

elopment F

6-01 

evelopment

Fund

t  



Quart

INTRO
HB105 pa
June 30, 2
designed t
quickly as
Developm
bringing l
 
HB105 re
of the IEP
 
“The Alas
written rep
secretary 
available.
 

(1) a 
(2) an
(3) to
(4) a 

gr
 
This is the
will corre
informatio
December
 
 

terly Rep

ODUCTIO
assed the 29th 
2015.  This le
to bring low c
s possible.  Th

ment and Expo
low cost natur

equires AIDEA
P.  The specifi

ska Industrial
eport on the In
and the chief
. The report m

description o
n update on th
o-date and an
financial acc

rants, and bo

e third quarte
spond to one 
on compiled f
r 31, 2015. 

port to th

ON 
Alaska Legis
gislation was
cost energy to
he financing p
ort Authority 
ral gas or pro

A to provide 
fic bill languag

l Developmen
nterior Energ
f clerk of the H
must include: 

of project prog
he status of lo

nticipated con
counting of fu
nds.” 

rly report sub
of the four it

for the first tw

 

he Alask

slature on Ap
s enacted to ad
o as many res
package desig
(AIDEA) the
pane to reside

written quart
ge includes: 

nt and Export
gy Project. Th
House of Rep

gress on all c
ocal distribut
versions; and

unds expended

bmitted under
ems required 

wo reports, wh

ka State L

| 1 | 

pril 27, 2015 a
dvance the In
sidents and bu
gned by this l
e tools necess
ents and busin

erly reports to

t Authority sh
he authority sh
presentatives a

components;
tion infrastruc
d 
d and funds a

r the requirem
by HB105.  T

hich covered 

Legislatu

and was signe
nterior Energy
usinesses of In
legislation pro
sary to develo
nesses throug

o the Alaska 

all submit qu
hall deliver th
and notify the

cture buildou

nticipated to 

ments of HB10
This report pr
the period Ju

ure 

ed by Govern
y Project (IEP
nterior Alask
ovides the Al

op an integrate
gh local utiliti

State Legislat

uarterly to the
he report to th
e legislature t

ut; 

be spent, incl

05.  Each sect
rovides an up

uly 1, 2015 th

nor Bill Walke
P), a project 
a as possible 
laska Industri
ed supply cha
ies. 

ture on the st

e legislature a
he senate 
that the repor

luding loans, 

tion of the rep
pdate to the 
hrough  

er on 

as 
al 
ain 

atus 

a 

rt is 

port 



Quart

DESCR
The IEP w
Alternate 
As require

Supp
As the
identif
sourcin
negoti
uncert
came t
 
With t
IEP wi
affiliat
natural
suppla
IEP tea
supply
Reque
Develo
contra
Nikisk
 
The IE
Valley
MWH
Upon s
and oth

Lique
As of D
top ran
liquefa
offered
cubic f
were n
Clarifi
desired

terly Rep

RIPTION 
work effort is 
Supply), Tran
ed by HB105

ply 
e IEP team ini
fy a means of 
ng natural gas
ate for potent
ainty remaine
to a close.   

he selection o
ill source gas
te Titan LNG
l gas to the ex

anting that con
am and Interi

y agreement st
st for Informa
opment (DCC
ct with Conoc

ki, Alaska. 

EP team had b
y Electric Ass
, Northern Li
selection of S
her North Slo

efaction 
December 31
nked proposer
action tolling 
d a North Slo
feet) per year
necessary to d
ications” was 
d information

port to th

 OF PRO
structured on
nsportation, D
, the status of

itiated and pro
f lowering Inte
s from Cook I
tial gas supply
ed as the field

of Salix, Inc. 
supply from 

G, LCC, curren
xisting Titan f
ntract when it
ior utilities are
tarting in 201
ation (RFI) is

CED) through
coPhillips Al

been in discus
ociation (GV
ights Gas (NL
Salix as the pr
ope Producers

 
, 2015, the R
rs: Salix and 
plant with an
pe natural ga
.  Committee 

differentiate an
provided to S

n.   

he Alask

OJECT PR
n the followin
Distribution (
f each of thes

oceeded throu
erior Alaska e
Inlet or the N
y sourced from
d of potential 

as the preferr
the Cook Inle

ntly has a gas
facility throug
t expires and 
e actively neg

18.  The effort
ssued by the D
h AIDEA in 2
aska, Inc. (CP

ssions to acce
VEA) and BP (
LG), to marke
referred RFP 
s for natural g

FP process ha
Spectrum LN

n initial capac
s liquefaction
members det

nd choose be
Spectrum and

ka State L

| 2 | 

ROGRES
ng project com
including Sto
e components

ugh a compet
energy costs, 

North Slope.  A
m the North S
LNG plant pa

red liquefied n
et basin.  Fair
 supply agree
gh the beginn
securing addi
gotiating with
t to secure a C
Department o
015.  It shoul
PAI) for back

ess a natural g
(Alaska) (BP

et the gas from
respondent, A

gas supply. 

ad narrowed t
NG, LLC.  Sal
city of 3B (3 b
n tolling plant
termined that 
tween these t

d Salix, with a

Legislatu

SS ON AL
mponents: Sup
orage and Reg
s is summariz

titive Request
proposed opt

As a result, th
Slope and Co
artners was re

natural gas (L
rbanks Natura
ement with H
ning of 2018. 
itional supply
h Cook Inlet p
Cook Inlet ga
f Commerce,
ld be noted th
k-up supplies 

gas supply agr
).  GVEA had

m the contract
AIDEA discon

the field of po
lix offered a C
billion cubic f
t with an initi
t additional in
two RFP resp
a deadline of 

ure 

LL COM
pply; Liquefa
gasification), 
zed below. 

t for Proposal
tions were na
he IEP team c
ook Inlet.  Thi
educed to two

LNG) plant R
al Gas (FNG)

Hilcorp Alaska
The IEP team

y for new LNG
producers for 
as supply was
 Community,

hat FNG has a
of LNG from

reement betw
d formed a jo
t between GV
ntinued discu

ossible LNG 
Cook Inlet na
feet) per year
al capacity of

nformation an
pondents.  A “

January 10, 2

PONENT
action (or 
and Conversi

ls (RFP) proc
arrowed to 
continued to 
is location 
o finalists as 2

RFP responden
), through its 
a to provide 
m is working 
G capacity. T
a long term 
 initiated by a
, and Econom
an existing 

m CPAI’s plan

ween Golden 
oint venture w
VEA and BP. 
ussions with N

suppliers to t
atural gas 
r.  Spectrum 
f 6B (6 billion

nd clarification
“Request for 
2016 to submi

TS 

ions.  

ess to 

2015 

nt, the 

on 
The 

a 
mic 

nt in 

with 

NLG 

two 

n 
ns 

it 



Quart

In mid
their L
partici
Althou
it does
partici
early y
early y
only sc
 
As 201
utilitie
referre

 
On Feb
receive
Salix a
provid
commi
costs, 
 
Follow
the rel
memb
perspe
indicat
conclu
with th
 
 T
 T

dr
 R

fu
 
The re
3, 201
Execut
(Attach

 

terly Rep

d-December 2
LM 6000 com
pation to sum

ugh the agreem
s not benefit th
pation as a ye

year demand a
year project ri
cenario. 

15 came to a c
es (Interior Ga
ed to above. 

bruary 4, 201
ed from the to
and Spectrum
ded by Arcadi
ittee received
and draft term

wing the revie
ative strength
ers to express

ectives of the 
tion of which

usions about th
he following d

The committee
The committee

raft Salix term
Revised terms 
ull recommen

ecommendatio
6 memorandu
tive Director 
hment B).   

port to th

2015, the GVE
mbined cycle tu
mmer-only sup
ment to purch
he project to 
ear round anc
as the distribu
isk may be gr

close, work b
as Utility [IGU

6 the RFP Ev
op two ranked

m along with c
s U.S., Inc. (r

d verbal updat
m sheets.  

ew of clarifica
hs and weakne
s opinions, co
other commit

h project each 
he different o
determination

e unanimously
e determined 
m sheets, and 
and condition

ndation to the 

on of the RFP
um and accom
John Springs

 

he Alask

EA Board aut
urbine in Nor
pply as indica
hase summer 
the degree a y

chor customer
ution system i
reater for hom

between Salix
U] and FNG)

valuation Com
d proposers.  
confidential in
redacted Arca
tes regarding 

ations, the Ev
esses of the tw

ompare the tw
ttee members
considered “

options and th
n: 

y voted to mo
that further n
 

ns acceptable
AIDEA Boar

P Evaluation C
mpanying doc
steen for distr

ka State L

| 3 | 

thorized entry
rth Pole, Alas
ated in the dem
gas assists th
year-round ba
r would help t
is expanded.  

mes and busin

x, Spectrum, A
) progressed t

mmittee met t
The Committ

ndependent th
adis reports in
the status of n

valuation Com
wo proposals

wo proposals o
. The discuss
most likely to

he reasons for

ove forward w
negotiations w

e to the utilitie
rd. 

Committee to
cuments from 
ibution at an 

Legislatu

y into a long t
ska.  This con
mand profile 

he project by p
aseload purch
to meet the ec
 Space heatin
esses as a res

AIDEA staff a
toward the Jan

to review the 
tee reviewed 
hird party tech
ncluded in At
natural gas fe

mmittee had a 
.  The conver
on a variety o
sion conclude
o succeed.”  T
r their position

with Salix as t
were required 

es and AIDEA

o proceed with
m IEP Team L

AIDEA Boar

ure 

term oil suppl
ntract limits G

section of At
providing a la
hase would.  G
conomic chal
ng costs may b
sult of the sum

and contracto
nuary 10, 201

clarifications
the Best and 

hnical and fin
ttachment B).
eedstock, LNG

thorough gro
rsation allowe
of metrics, and
d with memb
Then member
n.  The comm

the top ranke
to correct def

A were neces

h Salix was d
ead Gene The
rd meeting he

ly contract fo
GVEA’s future
ttachment A. 
arger summer
GVEA 
llenges of low
be higher and

mmer-purchas

ors, and the In
16 target date 

s information 
Final Offers 

nancial analys
  In addition, 
G transportati

oup discussion
ed committee 
d understand 

bers providing
rs described th

mittee adjourn

d proposal, 
ficiencies in t

sary to advan

detailed in a M
erriault to AID
eld the same d

or 
e IEP 
 

r load, 

w 
d 
se 

nterior 

from 
ses 
the 
ion 

n of 

the 
g an 
heir 

ned 

the 

nce a 

March 
DEA 
day 



Quart

Tran

R

T
tr
T
po
In
A

Tr

L
to
a 
fr
an

T
M
ha
pu
pr

T
re
un
pr
Ja

Distr
Ex

B
B
cu
A
5,
 
F
pe
pu
he
cu

terly Rep

sportatio

ail option u

The Alaska Ra
ransportation 

This action pro
otentially low
nterior utilitie

Administration

rucking opt

LNG trailers cu
o improve the
larger capaci

rom Cook Inle
nd operability

The Western C
Maximum Gro

auled in the tr
unch-list item
reclude its us

The lower per 
educe a key c
nderway rega
ress coverage
anuary 5, 201

ribution 
xisting FNG

Based on AIDE
Board action o
ustomers to b

AIDEA Board
, 2016 IEP Qu

ollowing the 
ermanent rate
ublic hearing 
earing with o
ustomer rates

port to th

on 

update 

ailroad Corpo
of LNG by ra

ovides an opp
wer the transp
es on this poss
n was include

tion update

urrently in us
e economics o
ity LNG traile
et to Fairbank
y issues with t

Cascade traile
oss Vehicle W
railer is appro

ms of requeste
e in Alaska.  

unit cost of d
omponent of 

arding the pot
e of the large 
6 IEP Quarte

G System Ra

EA’s 2015 pu
on December 
be effective on
d at their publi
uarterly Repo

approval of th
es for 2016, w
in Fairbanks 
ne person pro
 was received

he Alask

ration (ARRC
ail from the F
portunity for a
ortation costs
sibility.  A co
ed as Attachm

e 

se in Alaska h
of LNG transp
er provided by
ks and from th
the prototype

r has capacity
Weight restrict
oximately 12,
ed enhanceme
 

delivering LN
the IEP supp

tential purcha
capacity trail

erly Report. 

ates 

urchase of Pen
17, 2015, Pen
n January 1, 2
ic meetings o
ort as Attachm

he interim FN
with an opport

on January 2
oviding testim
d prior to the 

ka State L

| 4 | 

C) received n
Federal Railro
a Cook Inlet b
s for LNG.  A
opy of the AR
ment E to the J

have a capacit
port via truck,
y Western Ca
he North Slop

e trailer.   

y of up to 13,
tions on Alask
,300 gallons.  
ents, no signif

NG using large
ly chain.  As 

ase and use of
er and the pil

ntex Alaska N
ntex filed for 
2016.  The bu
n December 3

ment G.   

NG rates, pub
tunity to subm
21, 2016.  The
mony.  One wr
close of publi

Legislatu

notice of cond
oad Administr
based supply 

ARRC continu
RRC approval 
January 5, 20

ty of approxim
, AIDEA part
ascade.  This t
pe to Fairbank

000 gallons o
ka highways,
 Although the
ficant issues w

er trailers pre
a result, nego

f the Western 
lot test were in

Natural Gas C
interim rate r

udget and rate
3 and 17, 201

blic notice wa
mit written inp
ere was limite
ritten comme
ic comment o

ure 

dition modific
ration on Nov
to move LNG

ues to engage 
 letter from th
16 IEP Quart

mately 10,500
ticipated in a 
test involved 
ks to ascertain

of LNG.  How
, the net capac
e trials with th
were identifie

sents a viable
otiations are c
Cascade trail
ncluded as A

Company, LL
reductions for
e information 
15 were inclu

s given of the
put and annou
ed attendance
ent expressing
on February 4

cations for 
vember 2, 201
G by rail and 

Salix and the
he Federal Ra
terly Report.

0 gallons.  In 
pilot study to
numerous ha
n deliverabili

wever, due to 
city allowed t
he trailer prod

ed that would 

e opportunity 
currently 
ler.  Copies o

Attachment F t

LC and AIDEA
r current FNG
provided to t
ded in the Jan

e intent to esta
uncement of 

e at the public
g support for l
4, 2016. 

15.  

e 
ail 

order 
o test 
auls 
ity 

to be 
duced 

to 

f 
to the 

A 
G 
the 
nuary 

ablish 
a 

c 
lower 



Quart

O
im
ap
ac
ov
 
Sy

N
R
at
 
A
IE
co
E
of
 
T
m
 

 
A
es
re
 

Sy

D
st
ex

terly Rep

On March 3, 2
mplementing 
pproved perm
cquisition and
verall FNG sy

ystems Exp

No changes ha
Report. Detaile
t interiorenerg

Although there
EP team conti
onsolidation o

ENSTAR Natu
f operating a 

The following 
may facilitate I

Storag

Distrib

Additional me
stimates for th
esults are exp

ystems Con

Discussions co
torage, gasific
xisting Pentex

port to th

2016 the AIDE
the Pentex in

manent rates a
d the IEP, and
ystem rate red

pansion 

ave been made
ed maps of th
gyproject.com

e was no activ
inues to discu
of FNG and I
ural Gas, unif
unified natura

is a summary
IGU and FNG

ge:   
1. 5M gal
2. North P
3. Two sto

when th
bution: 

1. Minimu
pipelin

2. Transm
site (to 
cost wi
regasifi

etings will be
hese phases.  
ected by June

nsolidation 

ontinue regard
cation, and na
x LNG plant a

he Alask

EA Board con
nterim rates as
achieve AIDE
d result in a re
duction of 10

e to the distrib
he build-out ac
m. 

ve distribution
uss ways that 
GU into a sin

fication infras
al gas distribu

y of the storag
G consolidatio

llon tank is ne
Pole storage w
orage location
he two dispar

um capital inv
e (approxima

mission pipe w
ensure high p

ill be compare
fication heade

e scheduled to
Final cost an

e 30, 2016. 

 

ding IGU's po
atural gas dist
and LNG tran

ka State L

| 5 | 

nsidered and 
s permanent r

EA’s policy an
esidential cus
.4 percent (A

bution system
ccomplished 

n expansion a
future expans

ngle unified sy
structure cont
ution system 

ge and distrib
on: 

ecessary for s
will be necess
ns may be ne
rate distributio

vestment to c
ately 16 miles
will be investi
pressure gas i
ed to develop
r at storage lo

o complete ph
nd system pres

otential purch
tribution syste
nsport assets.

Legislatu

approved Res
rates effective
nd financial o
stomer rate re

Attachment C)

m since the Oc
in 2015 are in

activity during
sion activity c
ystem.  With 
tinues to be ex
in the combin

bution infrastr

security suppl
sary if GVEA
cessary to en
on systems ar

connect two sy
s). 
igated to Nort
is available at

ping and const
ocated at this 

hased build-ou
ssure models 

hase of the exi
em.  Such a p
 AIDEA and

ure 

solution No. G
e March 31, 2
objectives for 
duction of 13

).   

ctober 1, 201
ncluded in tha

g the past 90-
can help to fa
advice and in

xplored that w
ned territory o

ructure option

ly and distribu
A is to be supp

sure back-pre
re connected. 

ystems is an 8

th Pole from c
t GVEA site)
tructing a hig
site. 

ut models and
and further r

isting FNG L
purchase coul
d IGU have se

G16-01 
2016.  The 

the Pentex 
3.5 percent an

5 IEP Quarte
at report, ava

-day period, t
acilitate 
nsight provide
will lower the
of FNG and I

ns discussed t

ution expansi
plied natural g
essure suppor
 

8-inch distrib

current storag
.  NOTE:  Th

gh pressure 

d capital cost 
efined storag

LNG receipt, 
d also include

et a tentative t

nd an 

erly 
ailable 

the 

ed by 
e cost 
IGU. 

that 

ion. 
gas. 
rt 

bution 

ge 
his 

e 

e the 
target 

http://www.interiorenergyproject.com/


Quart

to
tr

Con
Discus
conver
This g
mecha
Corpor
partici
Alaska
Group

C

T
20
fu
ho
to
pu
hi
 
T
bu
co
at
w
 
T
co
na
de
na
un

P

Pr
en
th
st
bu
in

terly Rep

o complete ne
ransactions by

version 
ssions within 
rsion to natur
roup is comp

anical contrac
ration (AHFC
pates as a me
a Energy Auth
 are outlined 

Consumer in

The Cardno En
014 identified
uel for space h
omeowners in
o fund this act
urpose, the ab
igh as a neces

The ability to p
uilding prove
onversion cos
ttributes of tw

widespread use

The recent dec
onversion ass
atural gas wh
emand model
atural gas con
nexpectedly o

roperty Ass

roperty Asses
nergy efficien
hrough a volu
tructured to al
usiness impro
n low default/

port to th

egotiation of t
y June 30, 201

the Fairbanks
al gas have ta
osed of repre
tors, heating 

C), and local e
ember of this 
hority.  The m
below. 

nterest in co

ntrix Interior 
d a high level
heat if the del
ndicated a des
tion from per
bility to finan
ssary tool to s

pass the oblig
ed to be very a
sts over a 10- 
wo energy effi
e across the L

cline in the pr
sistance that w
hen it becomes
l have been m
nversions.  Ho
over the last t

sessed Clea

ssed Clean En
ncy of a build
untary assessm
llow a longer
ovement loan
/low risk loan

he Alask

terms and con
16. 

s North Star B
aken place un
sentatives fro
system techn
elected officia
group to prov

multiple facet

onversion a

Energy Proje
 of interest in
livered price 
sire to forgo f
sonal savings

nce all, or a po
support their c

gation for repa
attractive to r
to 20-year pe

iciency financ
Lower 48. 

ice of home h
will incentiviz
s available.   

modified to ref
owever, just a
two years, the

an Energy F

nergy (PACE
ding.  The imp
ment placed o
r payback peri
.  In addition,

ns which may

ka State L

| 6 | 

nditions for a 

Borough (FN
nder the auspic
om the two ga
icians, staff fr
als.  AIDEA I
vide input and
s of the work

assistance 

ect Natural G
n converting to
approached th
financing con
s.  For individ
ortion, of the 
conversion to

ayment of con
esidential ow
eriod of time 
cing mechani

heating fuel o
ze individual p
The original C
flect the lowe
as the price of
e future price 

Financing 

) is a means o
provements ar
n the annual p
iod for a busi
, the strength 
justify a lowe

Legislatu

purchase with

SB) on how b
ces of a Loca
as utilities alo
from the Alask
IEP Team Le
d assistance o
k undertaken b

Gas Conversio
to natural gas 
he target of $

nversion and i
duals not havi
cost over an e

o gas.   

nversion finan
wners.  The ab

and using tra
ism described

oil is adding e
property own
Cardno Entri

er price of fue
f home heatin
is also uncert

of financing i
re financed w
property tax b
iness than is p
of the PACE
er interest rat

ure 

th a targeted c

best to assist p
al Conversion
ong with local
ka Housing F

eader Gene Th
on behalf of A
by the Conver

on Analysis fi
as a lower co

$15/mcf.  At th
instead expre
ing personal f
extended peri

ancing to a new
bility to spread
ansferable fina
d below that h

emphasis to th
ners in the FN
x conversion 

el oil and exp
ng oil has dec
tain. 

improvements
with repaymen
bill.  PACE fi
possible with 

E collection m
te. 

closing of 

potential cust
n Working Gro
l lenders, 
Finance 
herriault 

AIDEA and th
rsion Workin

inalized in Jan
ost, cleaner so
his price, man
ssed a willing
funds for this 
iod of time sc

w owner of a
d natural gas 
ancing are bo
have achieved

he value of 
NSB to switch

estimates and
ected reductio

clined 

s that increase
nt accomplish
financing is of
a convention

mechanism res

tomer 
oup.  

he 
ng 

nuary 
ource 
ny 
gness 

cored 

a 

oth 
d 

h to 
d 
on in 

e the 
hed 
ften 

nal 
sults 



Quart

 
P
pr
ex
to
T
fi
 
O
D
co
le
B
 
T
ha
lo

O

O
ad
ne
 
T
al
as
su
w
so

Id

T
co

terly Rep

ending PACE
roperty taxes 
xpressed supp
o the IEP.  SB

Texas.  The lan
inancing for b

On March 14, 
During this hea
ontaining clar
egislation.  Ad

Builders Assoc

The Local Con
as encouraged
ocal lenders a

On-bill Finan

On-bill financi
dded to their 
ew customers

The current ow
llow these loc
ssisting custo
urveys and fo

would prompt 
ource of capit

dentified fun

The Local Con
onversion ass

I. 

II. 

III. 

IV. 

port to th

E legislation (
to offer this m

port for the le
B56 and HB11
nguage autho
businesses wit

2016, SB 56 
aring, the Com
rifications pre
dditional supp
ciation, which

nversion Work
d the FNSB to
nd property o

ncing 

ing allows uti
standard utili
s in overcomi

wnership and 
cal utilities th
mers with the

ocus groups in
a higher rate 

tal would be h

nding sourc

nversion Work
sistance: 

Commercia
a. Comme
Local Gove
a. PACE-
b. Possibl
State Sourc
a. Air qua
b. Commu
Federal Sou

he Alask

(SB56 and HB
mechanism fo
egislation in th
18 are pattern
rizes, but doe
thin their mun

was heard for
mmittee repla
eviously discu
port for the PA
h has been ad

king Group s
o begin consi

owners to use 

ility customer
ty bill.  This f

ing the initial 

governance s
e flexibility t
e expense of c
ndicated the m
of conversion

helpful. 

ces for conv

king Group h

al lenders 
ercial Loans a
ernment 
-enabled conv
le local gover
ces 
ality program
unity Develop
urces 

ka State L

| 7 | 

B118) would 
or energy effi
he anticipatio

ned after succe
es not require
nicipal bound

r the second t
aced the origi
ussed and ado
ACE legislati

dded to the leg

upports the p
idering contra
this method o

rs to borrow f
financing me
cost of acces

structure of IG
o offer an on-
converting to 

mere availabil
n to natural g

version ass

has identified 

as part of a co

version loans
rnment back-s

s 
pment Block 

Legislatu

empower Ala
iciency action
on that it could
essful legislat
, local govern

daries.   

time in the Se
inal bill with 
opted into the
ion was receiv
gislative comm

passage of PA
actual agreem
of financing. 

funds that are
chanism is of

ssing a utility 

GU and the pu
-bill financing
 natural gas.  
lity of a transf

gas, coupling t

sistance 

the following

ommunity-wi

stop funding f

Grants (CDB

ure 

aska municip
ns.  Interior m
d be a tool wi

ation that restr
nments to allo

enate Finance
a committee s

e House versio
ved from the 
mittee record

ACE legislatio
ments that will

  

e repaid by a v
ften used by u
service. 

urchase of FN
g mechanism
Although pre
ferable financ
this tool with

g possible fun

ide conversion

for PACE loa

BG) 

alities that lev
municipalities 

ith particular 
ructured PAC
ow PACE 

e Committee. 
substitute 
on of the 
Alaska Hom

d. 

on in Alaska a
l be required 

voluntary line
utilities to ass

NG by AIDEA
m capable of 

evious conver
cing mechani

h a lower cost 

nding sources

n program 

ans 

vy 
have 
value 

CE in 

 

me 

and 
for 

e item 
sist 

A 

rsion 
sm 

s for 



Quart

T
th
H

C
D
se
co

UPDA
INFRA

N
bu

TO-DA
To-D
No con
not suf
distribu
homes 

Antic
Additio
natural
Report
analysi
a numb
saving

The sig
with sp
price ta
range o
conver
that rev

terly Rep

The previously
his list as a res

HERP after M

CDBGs have b
David Carlisle
ervice territor
ompetitive gr

TE ON T
ASTRUCT
No changes ha

uild-out accom

ATE AND
Date Con
nversions are 
fficient gas in
utions lines in
and business

cipated C
onal work wa
l gas.  The nu
t was based on
is and the und
ber of factors 
s. A copy of 

http://wwww.interioren

gnificant chan
pecific attenti
argets.  Cardn
of scenarios o
rsions were pr
vised analysis

port to th

a. USDA 
b. USDA 
c. Clean W
d. Environ

y referenced A
sult of AHFC
arch 25, 2016

been added as
.  David’s wo

ry with incom
rant applicatio

HE STATU
URE BUIL

ave been made
mplished in 2

D ANTIC
versions 
currently occ

n the winter to
nstalled in 20
ses when addi

Conversi
as undertaken
umber of antic
n the analysis
derlying detai
related to con

f that report ca
nergyproject.co

nge in the pric
ion paid to the
no Entrix was
of lowered he
rojected to dr
s is included a

he Alask

RUS Energy
RUS Rural E

Water Fund 
nmental Prote

AHFC Home 
C announcing 
6.  

s a potential f
ork has identif

me characterist
on. 

US OF LO
LD-OUT 
e to the distrib

2015 were inc

IPATED C

curring due to
o ensure unint
15 have been
itional natural

ons 
n during the cu
cipated conve
s undertaken b
il is substantia
nversion cost
an be found a
om/Resources%

ce of heating 
e closing of th
s engaged to u
ating oil price

rop by approx
as Attachmen

ka State L

| 8 | 

y Efficiency an
Energy Saving

ection Agency

Energy Reba
that no new a

funding sourc
fied specific a
tics that woul

OCAL D

bution system
cluded in the O

CONVER

o limited gas s
terrupted serv

n pressurized a
l gas is availa

urrent reportin
ersions provid
by Cardno En
al.  The repor
ts, prior conve
at 
%20and%20Do

fuel required
he cost gap be
update the ana
es.  In the mo

ximately one-t
nt D of this re

Legislatu

nd Conservat
gs Program  l

y Targeted A

ate Program (
applications w

e based on w
areas within t
ld support acc

ISTRIBUT

m in the last q
October 1, 20

RSIONS 

supply.  Until
vice to additio
and are availa
able.   

ng period on 
ded in the Oct
ntrix, detailed
rt assessed “w
ersion history

ocuments/IEP_

d a fresh look 
etween heatin
alysis of “wil

ost conservativ
third from the

eport. 

ure 

tion Loan Pro
loans 

Airshed Grants

HERP) has b
would be acce

work performe
the combined
cess to CDBG

TION 

quarter.  Detai
015 IEP Quar

l the supply is
onal customer
able to supply

anticipated c
tober 1, 2015 
d above.  The 
willingness to 
y, survey data

_Conversion_A

at the “willin
ng fuel and th
llingness to co
ve scenario, e
e original ana

ogram  

s 

een removed 
epted by the 

ed by IGU sta
d FNG and IG
G funds throu

iled maps of t
rterly Report. 

s increased th
rs.  Expanded
y gas to addit

onversions to
IEP Quarterl
work on that
convert” bas

a, and potentia

Analysis_Final.

ngness to conv
he IEP natural
onvert” based
expected 
alysis.  A copy

from 

aff, 
GU 
ugh a 

the 

here is 
d 
ional 

o 
ly 
t 
sed on 
al 

.pdf.  

vert” 
l gas 
d on a 

y of 

http://www.interiorenergyproject.com/Resources%20and%20Documents/IEP_Conversion_Analysis_Final.pdf


Quart

The ch
reach c
conver
conver
expect
LNG s

 

FNG 

IGU 

FINAN
ANTIC
BOND
Table 2 ou
of Sustain
SETS bon

 

terly Rep

hange in proje
conversions fr
rsions and the
rsions, by yea
ed to convert

supply or stor

2015 2

959 9

- 

NCIAL A
CIPATED 
DS 

utlines the IE
nable Energy 
nd authorizati

port to th

ected willingn
from six years
e anticipated d
ar, based upon
t until new vo
age capacity. 

Tab

016 20

959 1,5

- 16

CCOUN
 TO BE S

EP expenditure
Transmission
ion. 

he Alask

ness to conver
s to eight year
demand for th
n the revised C
olumes of natu

ble 1: Natural 

17 2018

506 2,18

67 576

NTING O
SPENT, IN

es related to t
n and Supply 

ka State L

| 9 | 

rt, combined w
rs, results in a
he project.  Ta
Cardno Entrix
ural gas becom

 Gas Custome

8 2019 

3 3,031 

6 1,285 

F FUNDS
NCLUDIN

the $57.5 mill
(SETS) fund 

Legislatu

with an exten
a revision to t
able 1 depicts
x analysis. Ad
me available 

er Projection 

 2020 

 3,732 

 2,255 

S EXPEN
NG LOA

lion capital ap
capitalization

ure 

nsion of the ti
the number of
s the anticipat
dditional cust
with the cons

2021 

4,362 

3,502 

DED AN
NS, GRA

ppropriation, 
n, and the $15

ime needed to
f anticipated 
ted number of
tomers are no
struction of ne

2022 

4,635 

4,818 

ND FUND
ANTS, AN

the $125 mil
50 million of 

o 

f 
ot 
ew 

2023 

4,807 

5,998 

DS 
ND 

llion 
f

http://www.interiorenergyproject.com/Resources%20and%20Documents/IEP_Conversion_Analysis_Final.pdf


Quart

Tab

 

 

To
ta

l
D

ev
el

op
m

en
t C

os
ts

Lo
an

s 
&

 
In

ve
st

m
en

ts

terly Rep

ble 2: Expendi

IEP Phase 1
LNG Plant
North Slope
Distribution
Total

IEP Phase 2
Commodity
LNG Plant
Trucking
Storage
Distribution 
Project Man
Total

Total

LNG Plant
Trucking
Storage
Distribution

FNG Loan
IGU Loan

Total

Total Expen

Remaining 

Notes
Financial 

*Expendit

Legislativ
not includ

Expe
of Legis

port to th

tures from and

 

 (Pre HB 105

e Pad

2 (Post HB 10

nagement

nditure

Funds

data per unau

tures include A

ve Appropriatio
de AIDEA ope

enditures
slative A

he Alask

d Remaining 

HCS CS
$57.5 

Cap Ap
5)

7,66     
6,00     

50        
14,16    

5)
3          

11        
1          

          
          

22        
39        

14,56    

          
          
          

          
          

          

14,56    

42,95    

udited accoun

Actuals, Encu

on & Authoriz
erating, Econo

s* from 
Appropr

ka State L

| 10 | 

Funds of Legis

SSB 18 SB 23 
mill 

pprop
$12

S

65,405       
03,418       
00,005       
68,828       

33,945       
10,822       
14,075       

912         
8,041       

27,594       
95,389       

64,217       

-          
-          
-          

-    15,    
-    37,    

-    52,    

64,217 52,    

51,717 72,    

nting system r

umbrances, a

ation(s) only i
omic Developm

and Rem
riation & 

Legislatu

slative Approp

SLA 2013 SB 
25 mill 
SETS

$

-           
-           
-           
-           

-           
-           
-           
-           
-           
-           
-           

-           

-           
-           
-           

,000,000    
,780,000    

,780,000    

,780,000    

,220,000 15  

records as of 

and Commitme

include those 
ment Fund, or

maining
Authori

ure 

priation & Aut

23 SLA 2013
$150 mill 

Bonds

-            
-            
-            
-            

-            
-            
-            
-            
-            
-            
-            

-            

-            
-            
-           

 
-            
-            

-            

-            

50,000,000  

3/24/2016

ents as of 3/2

identified abo
r other source

 Funds
ization(s

thorization(s) 

Total

7,665,405    
6,003,418    

500,005       
14,168,828   

33,945         
110,822       
14,075         

912             
8,041           

227,594       
395,389       

14,564,217   

-              
-              

-              
15,000,000   
37,780,000   

52,780,000   

67,328,283   

265,171,717 

24/2016

ove and do
es

s):

 



Quart

SUMM
This statu
IEP.  Acti
provide L
to clarify 
consistent
included i

AIDEA w
project rec
consistent

The next q

terly Rep

MARY 
us report prov
ions since the

LNG to the IE
proposals, an
t with the pre
in HB105 gui

will continue t
commendatio
t with HB 105

quarterly repo

port to th

ides the third 
e first quarterl
P.  The proce

nd to recomme
sentations ma
iding use of a

to work with I
on to the AID
5 requirement

ort is due in J

he Alask

quarterly rep
ly report have
ess to identify
end a single p
ade during the
an open and co

Interior utiliti
EA Board for
ts. 

July 2016. 

ka State L

| 11 | 

port specified 
e resulted in th
y and select th
project approa
e 2015 Legisl
ompetitive se

ies, Salix and
r consideratio

Legislatu

in HB105 on
he identificat

he top ranked 
ach to be con
lative session
election proce

d Interior com
on.  The plan 

ure 

n the status an
tion of finalist
respondent, c

nsidered by th
n, and with the
ess. 

mmunity leade
brought to th

nd progress of
t offering to 
collect inform

he AIDEA Bo
e intent langu

ers to bring a 
he Board will 

f the 

mation 
ard is 

uage 

be 



Attachment A:
Instructions to Finalists for 

Best and Final Offers



 

Page 1 of 3 

 

ADDENDUM FOUR 

Request for Proposal 15-142 

INTERIOR ENERGY PROJECT (IEP) 

October 16, 2015 

The following is intended for informational purposes.  Offerors are not required to acknowledge this 

addendum with their Best and Final Offer.  

 

RFP 15142 Interior Energy Project (IEP) established the first step of a two-step public process.  Step one 

culminated with the selection of five vendors to submit Best and Final Offers (BAFO). 

 

RFP 15124 reads “Step Two will culminate with a call for final project offers [Best and Final Offers] from 

each proposer and evaluated by committee as most likely to succeed.  Selection criteria used in step one 

will not be used.  The Evaluation Committee will review final project offers, evaluating and ranking as a 

group with the intent of coming to a consensus of their selection.  The Evaluation Committee may, at its 

option, vote on the final ranking.  The Evaluation Committee shall provide a narrative justification for 

their selection.” 

 

This addendum further defines the RFP’s Step-Two process for the final selection of a “preferred 

respondent” to act as an IEP partner.   

 

Finalists shall submit one signed original, eight copies, and one electronic copy of their BAFO by 2:00 

PM, October 30, 2015 local Alaska Time addressed to:  

 

 Tom Erickson 

 Chief Procurement Officer 

Alaska Industrial Development and Export Authority 

813 West Northern Lights Blvd 

Anchorage, AK 99503 

 

BAFOs must be submitted in a sealed envelope and clearly marked with the “Best and Final Offer RFP 

15142 Interior Energy Project (IEP).”  Failure to submit your BAFO by the date and time stated above 

may cause your BAFO to be considered non-responsive.  Questions on the content of this addendum in 

preparation of BAFO’s shall be directed in writing to the same address or to terickson@aidea.org  

 

BAFOs must be signed and include the following certification: 

 

I certify that I am a duly authorized representative of the Contractor; that this Submittal 

accurately represents capabilities of the Contractor and Subcontractors identified herein for 

providing the services indicated; and, that the requirements of the Certifications in RFP 15142, 

Interior Energy Project (IEP) will be complied with in full.  

 

 

mailto:terickson@aidea.org
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BAFOs may be open for public inspection after a Notice of Intent is issued.  Any propriety and 

confidential information shall be submitted under a separate cover and so marked if such information 

should not be disclosed to the public.  

 

The Offer shall include to the extent available and applicable: 

 

o Technical Project description 

 Current status of project design, including engineering, cost estimates, and 

contractor/vendor quotes and estimates 

 Detailed description of strategies to prevent current costs estimates from 

increasing between submission of final project offer and project sanction 

(capital and operating) 

o Detailed Project Costs 

 All capitalized costs, including any capitalized financing or management fees 

 All fixed operating costs, including any taxes and management fees 

 All variable operating costs 

o Commercial Terms 

 Structure and term of proposed pricing 

 Utility commitment expectation (all requirements, take or pay volumes, capacity 

reservation fee, or other) 

 Other commercial terms 

o Project Financing 

 Sources and uses table for capital costs 

 Financing assumptions (term, rate, repayment priority) for all sources of capital 

financing 

 Method for financing development costs 

o Risk Identification and Allocation (please include a brief narrative on each) 

 Allocation of construction risk between contractors, developer, utilities, and 

AIDEA 

 Allocation of operating risk between operator, developer, utilities, and AIDEA 

 Allocation of demand risk between developer, utilities, and AIDEA 

o Detail on Ability to meet IEP project Goals 

 $15 per Mcf delivered to meter (assume $4-5 per Mcf for storage and 

distribution) 

 Detail any cost components within proposal (gas supply, transportation, etc) 

o An electronic version of financial model, available for use by IEP team 

 

Information on the proposing firms’ experience, qualifications, and project team is not required for this 

submittal unless there have been changes to the project team from the original proposal submission. 

 

Guidance for proposers to use in preparing Best and Final Offers is attached in “1 Supplemental 

Information.”  Information includes Demand Profile, AIDEA Financing Assumptions and Gas Price 

Assumptions 
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Finalists are expected to participate in a public forum on November 4, 2015 in Fairbanks, Alaska. 

Providing information to the public on their Best and Final Offer. Attached is an “invitation and agenda 

for the public forum.”  Proposers should expect direct public interaction/feedback at this event. 

 

Evaluation process: 

 

1. Each member of the Evaluation Committee (EC) will independently score the BAFO’s based on 

the attached document “Most Likely to Succeed” 

2. Committee members will rank 3 of the 5 proposals with a score of 5, 3, and 1.  Their top 

proposal will receive a score of 5 and no duplicate numbers will be used.  Proposals not in the 

top 3 will receive a score of zero. 

3. The EC will meet to discuss their rankings and committee members will have an opportunity to 

change their ranking based on committee discussions. 

4. EC will select the top BAFOs based on ranking as those most likely to succeed as the preferred 

respondent.  The EC will select a minimum of 2 respondents; however, may increase the number 

of respondents based on the scoring. 

5. Final selection will be through discussion by the EC.  The EC will list the pros and cons of the 

remaining respondents evaluating and ranking as a group coming to a consensus on their 

selection.   

6. After step 5, the evaluation committee may, at the option of the Chief Procurement Officer, 

vote to confirm the final selection. 

7. The evaluation committee shall provide a narrative justification for their final selection. 

  

All other terms and conditions of RFP 15142 Interior Energy Project (IEP) remain the same. 

  

 END OF ADDENDUM 

 

Sincerely, 

 

Tom Erickson 
Chief Procurement Officer  
terickson@aidea.org, 907-771-3951 
 
Attachments: 
1 Supplemental Information  

2 Most Likely to Succeed 

3 Demand Profile 

4 SETS Schedule 

5 Invitation and agenda for the public forum 

 

mailto:terickson@aidea.org


Yr 1 Yr 2 Yr 3 Yr 4 Yr 5 Yr 6 Yr 7 Yr 8 Yr 9 Yr 10
FNG* 0.24 0.71 1.27 1.67 2.03 2.14 2.19 2.20 2.20 2.20
IGU 0.05 0.17 0.38 0.65 0.98 1.31 1.62 1.84 1.96 2.03
GVEA 0.58 0.58 0.58 0.58 0.58 0.58 0.58 0.58 0.58 0.58
Total 0.87 1.46 2.22 2.90 3.58 4.02 4.39 4.61 4.74 4.81

*FNG demand does not include existing 0.95 Bcf provided under existing agreements
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Month Days HDD

Percent
of LDC

Demand
Jan 31 2,181 15%
Feb 28 1,830 12%
Mar 31 1,616 11%
Apr 30 958 7%
May 31 475 5%
Jun 30 196 3%
Jul 31 149 3%
Aug 31 301 4%
Sep 30 605 5%
Oct 31 1,220 9%
Nov 30 1,804 12%
Dec 31 2,089 14%
Total 365 13,423 100%



Average Total Mcf Total Bcf
12 Month 166,435 1,997,225 2.00
4 Month 144,314 577,254 0.58
5 Month 149,828 749,142 0.75
6 Month 150,724 904,343 0.90

Day Jan Feb Mar Apr May Jun Jul Aug Sep Oct Nov Dec

1 5,878 6,437 - 5,864 4,978 4,052 8,017 - 4,021 5,851 - 6,205

2 6,527 6,583 - 5,786 4,097 4,127 7,989 - 4,332 5,795 - 7,198

3 6,324 6,127 - 5,784 3,791 4,335 7,993 3,597 4,258 5,696 5,762 6,289

4 7,372 8,704 - 5,718 4,258 4,551 7,415 3,868 4,760 5,744 8,934 5,947

5 6,817 6,722 - 5,785 5,677 4,576 7,979 4,336 3,863 5,900 8,771 5,863

6 7,620 5,677 - 5,677 5,677 4,317 7,634 4,496 3,551 6,173 8,549 5,813

7 7,627 5,705 - 5,685 5,782 4,258 7,535 4,028 3,617 5,923 8,574 6,012

8 7,572 6,133 5,684 5,681 5,756 3,787 7,849 716 5,469 5,746 8,520 5,692

9 7,273 6,450 5,807 5,732 5,713 4,357 6,978 - 8,339 5,918 7,133 7,088

10 7,998 7,481 5,683 5,737 5,016 4,355 5,743 3,644 8,156 5,910 5,729 5,914

11 8,320 5,765 5,677 3,591 5,744 4,021 5,880 3,584 8,210 5,911 6,486 5,677

12 8,739 5,850 6,045 3,939 4,758 4,100 6,145 2,365 7,559 5,787 6,767 6,341

13 7,559 5,832 7,428 4,750 4,498 4,120 8,164 3,808 8,072 4,731 7,124 6,607

14 5,785 5,677 8,337 5,049 4,738 4,021 7,830 4,021 7,639 4,510 5,747 6,527

15 7,572 5,845 6,397 5,932 5,217 4,534 7,543 4,100 4,494 4,497 6,395 6,872

16 7,264 5,677 6,490 6,200 4,791 4,055 6,813 3,429 4,258 5,813 5,708 7,169

17 8,216 5,883 6,129 6,240 4,285 3,863 7,547 4,083 4,731 4,283 5,715 6,022

18 8,103 6,014 6,787 7,352 4,285 3,785 7,074 3,785 4,508 5,698 5,837 6,936

19 8,509 5,994 6,119 5,931 4,518 4,027 8,040 4,321 4,021 5,677 5,681 7,061

20 7,482 5,484 5,677 5,765 4,863 237 6,494 4,258 4,053 5,677 5,773 5,842

21 9,742 5,717 5,677 5,784 4,825 1,197 6,143 3,812 4,757 6,085 6,632 5,765

22 6,607 5,818 5,691 5,918 4,637 4,579 7,733 2,602 4,494 6,138 5,677 6,273

23 6,380 5,690 5,717 5,917 3,853 4,629 7,936 2,839 4,258 5,677 6,128 6,140

24 5,783 5,902 5,677 5,927 3,548 4,389 7,810 3,788 4,259 6,226 5,940 7,281

25 6,632 5,677 5,709 6,309 3,597 3,918 6,623 3,884 4,816 6,191 5,959 5,978

26 5,916 5,945 5,783 6,410 3,786 3,860 7,219 3,818 4,021 5,983 6,120 6,501

27 5,677 6,247 5,784 6,004 3,785 3,312 7,940 4,135 4,028 5,869 5,677 6,478

28 6,669 5,700 5,677 5,682 4,021 2,841 7,799 4,258 4,632 4,782 6,352 6,356

29 5,787 - 5,754 5,990 4,494 - 7,921 3,611 6,264 5,150 5,773 6,982

30 6,693 - 4,264 5,749 3,564 - 7,692 3,358 5,761 5,677 5,677 7,335

31 7,062 - 5,719 - 3,593 - 2,853 4,034 - 5,677 - 6,927

12 Month 221,503 170,738 143,711 171,888 142,146 108,201 224,331 102,576 155,201 174,695 183,141 199,093
4 Month 142,146 108,201 224,331 102,576

5 Month 171,888 142,146 108,201 224,331 102,576

6 Month 171,888 142,146 108,201 224,331 102,576 155,201

GVEA Demand Profile



MOST LIKELY TO SUCCEED:  

 

This information, along with the information provided with the original proposal on qualifications and 

experience, will be used by the evaluation committee in determining “most likely to succeed.”  The 

committee will weigh: 

 

 Technical Approach   

Proposals with a more advanced project approach and more certainty on project 

development and timeline will be preferred over projects less advanced and with more 

uncertainty on timeline. This includes project approach for operations and utility 

integration. 

 Detailed Costs   

Proposals judged to have more certainty and documentation of accuracy relative to cost 

detail will be preferred over projects with less certainty or less documentation.  Proposals 

with credible lower fixed annual revenue requirements will be preferred over projects with 

higher fixed annual revenue requirements.  Proposals with credible lower capital 

requirements will be preferred over projects with equally credible but higher capital 

requirements.  Proposals that demonstrate full understanding and inclusion of all operating 

costs and verifiable and supported capital costs will be preferred over projects with less 

complete or less well documented costs. 

 Commercial terms   

Proposals that provide more certainty in pricing (price being equal) will be preferred over 

projects with more uncertainty in pricing. Pricing structures that minimize long-term 

financial commitments by the utilities will be preferred over projects requiring increased 

long-term financial commitments by the utilities. 

 Project Financing   

Proposals that specify project financing details in a manner that clearly identify source and 

uses of funds, the impact of financing structures on rates and that share project 

development costs between the parties will be preferred over proposals that lack clarity or 

allocate early project costs away from the proposer. 

 Risk Allocation   

Proposals that clearly delineate risk allocations between plant owners and purchasers will 

be preferred over proposals with unclear risk allocations.  Proposals that provide a rational 

basis for sharing risk between the parties to reduce overall project costs will be preferred to 

proposals that simply allocate significant risk away from the owners. Pricing structures that 

shift risk (construction cost, operating costs, demand, etc.) on the plant owner will be 

preferred over proposals that shift cost overrun risks to the purchaser. 

 Ability to Meet IEP Goals  

Proposals that demonstrate the opportunity to meet IEP goals will be preferred over 

proposals that do not demonstrate that ability.  Project risk will be considered to identify 

proposals that offer a higher probability of meeting the IEP goals over proposals that require 

significant contingencies to meet the goals. 

 Experience and Qualifications  

Proposers who demonstrate the economic and technical capacity, have prior experience in 

LNG and/or similar plant construction will be preferred over proposers who demonstrate 

less capacity or experience.   

 

 



 
 
 
Supplemental Information 
  
This information is being provided to assist in work that is being undertaken in preparation for the call 
for BAFO’s.  
 
Gas Price 
North Slope: Assume the use of the GVEA contract with a price of $2.10 per MMBtu. Any North Slope 
proposal is expected to have access to the GVEA/BP agreement. Actual contract price is based on the 
price of oil. 
 
Cook Inlet: Assume $6.00 per MMBtu. This price was originally assumed in the RFP. 
 
AIDEA Financing 
Capital Appropriation: Do not exceed $30 million of AIDEA capital appropriation. This investment will 
not be recovered by AIDEA during the initial term of any agreement and will have no impact on price.  
AIDEA will retain a proportional equity position in the project throughout the term of the project. 
 
SETS: Do not exceed $50 million of AIDEA SETS. Assume 1% interest, 30 year term with a 5 year 
deferment of payment with no interest capitalization. A spreadsheet with SETS payment schedules is 
attached.  
 
AIDEA SETS bonds: Assume SETS bonds are available as commercially marketed revenue bonds and will 
be underwritten by sales from the project. Assume they are issued as taxable bonds with an interest 
rate of 5% and have the same term as the project agreement. AIDEA does not expect these bonds will 
take non-commercial project risk.   
 
Private Financing: Assume a minimum of $5 million of private financing. The expected terms of private 
financing are left to the proposer. 
 
Demand 
A spreadsheet is attached with updated demand for IGU, FNG, and GVEA. For the LDCs (IGU and FNG), 
monthly demand is presented as a percent of total annual demand. Assume four months of GVEA 
demand in the summer.  
 



Rate 1% Rate 1%
Term 30 Term 30
Deferment 5 Deferment 5

Year Principle Interest Pmt Principle Pmt Total Pmt Year Principle Interest Pmt Principle Pmt Total Pmt
1 $10,000,000 $0 1 $20,000,000 $0
2 $10,000,000 $0 2 $20,000,000 $0
3 $10,000,000 $0 3 $20,000,000 $0
4 $10,000,000 $0 4 $20,000,000 $0
5 $10,000,000 $0 5 $20,000,000 $0
6 $10,000,000 $100,000 $354,068 $454,068 6 $20,000,000 $200,000 $708,135 $908,135
7 $9,645,932 $96,459 $357,608 $454,068 7 $19,291,865 $192,919 $715,216 $908,135
8 $9,288,324 $92,883 $361,184 $454,068 8 $18,576,649 $185,766 $722,369 $908,135
9 $8,927,140 $89,271 $364,796 $454,068 9 $17,854,280 $178,543 $729,592 $908,135

10 $8,562,344 $85,623 $368,444 $454,068 10 $17,124,688 $171,247 $736,888 $908,135
11 $8,193,900 $81,939 $372,129 $454,068 11 $16,387,799 $163,878 $744,257 $908,135
12 $7,821,771 $78,218 $375,850 $454,068 12 $15,643,542 $156,435 $751,700 $908,135
13 $7,445,921 $74,459 $379,608 $454,068 13 $14,891,843 $148,918 $759,217 $908,135
14 $7,066,313 $70,663 $383,404 $454,068 14 $14,132,626 $141,326 $766,809 $908,135
15 $6,682,909 $66,829 $387,238 $454,068 15 $13,365,817 $133,658 $774,477 $908,135
16 $6,295,670 $62,957 $391,111 $454,068 16 $12,591,340 $125,913 $782,222 $908,135
17 $5,904,559 $59,046 $395,022 $454,068 17 $11,809,119 $118,091 $790,044 $908,135
18 $5,509,537 $55,095 $398,972 $454,068 18 $11,019,075 $110,191 $797,944 $908,135
19 $5,110,565 $51,106 $402,962 $454,068 19 $10,221,131 $102,211 $805,924 $908,135
20 $4,707,603 $47,076 $406,992 $454,068 20 $9,415,207 $94,152 $813,983 $908,135
21 $4,300,612 $43,006 $411,061 $454,068 21 $8,601,224 $86,012 $822,123 $908,135
22 $3,889,550 $38,896 $415,172 $454,068 22 $7,779,101 $77,791 $830,344 $908,135
23 $3,474,378 $34,744 $419,324 $454,068 23 $6,948,757 $69,488 $838,647 $908,135
24 $3,055,055 $30,551 $423,517 $454,068 24 $6,110,109 $61,101 $847,034 $908,135
25 $2,631,538 $26,315 $427,752 $454,068 25 $5,263,075 $52,631 $855,504 $908,135
26 $2,203,786 $22,038 $432,030 $454,068 26 $4,407,571 $44,076 $864,059 $908,135
27 $1,771,756 $17,718 $436,350 $454,068 27 $3,543,512 $35,435 $872,700 $908,135
28 $1,335,406 $13,354 $440,713 $454,068 28 $2,670,812 $26,708 $881,427 $908,135
29 $894,692 $8,947 $445,121 $454,068 29 $1,789,385 $17,894 $890,241 $908,135
30 $449,572 $4,496 $449,572 $454,068 30 $899,144 $8,991 $899,144 $908,135

10,000,000 20,000,000



Rate 1% Rate 1% Rate 1%
Term 30 Term 30 Term 30
Deferment 5 Deferment 5 Deferment 5

Year Principle Interest Pmt Principle Pmt Total Pmt Year Principle Interest Pmt Principle Pmt Total Pmt Year Principle Interest Pmt Principle Pmt Total Pmt
1 $30,000,000 $0 1 $40,000,000 $0 1 $50,000,000 $0
2 $30,000,000 $0 2 $40,000,000 $0 2 $50,000,000 $0
3 $30,000,000 $0 3 $40,000,000 $0 3 $50,000,000 $0
4 $30,000,000 $0 4 $40,000,000 $0 4 $50,000,000 $0
5 $30,000,000 $0 5 $40,000,000 $0 5 $50,000,000 $0
6 $30,000,000 $300,000 $1,062,203 $1,362,203 6 $40,000,000 $400,000 $1,416,270 $1,816,270 6 $50,000,000 $500,000 $1,770,338 $2,270,338
7 $28,937,797 $289,378 $1,072,825 $1,362,203 7 $38,583,730 $385,837 $1,430,433 $1,816,270 7 $48,229,662 $482,297 $1,788,041 $2,270,338
8 $27,864,973 $278,650 $1,083,553 $1,362,203 8 $37,153,297 $371,533 $1,444,737 $1,816,270 8 $46,441,621 $464,416 $1,805,921 $2,270,338
9 $26,781,420 $267,814 $1,094,388 $1,362,203 9 $35,708,560 $357,086 $1,459,185 $1,816,270 9 $44,635,700 $446,357 $1,823,981 $2,270,338

10 $25,687,031 $256,870 $1,105,332 $1,362,203 10 $34,249,375 $342,494 $1,473,776 $1,816,270 10 $42,811,719 $428,117 $1,842,220 $2,270,338
11 $24,581,699 $245,817 $1,116,386 $1,362,203 11 $32,775,599 $327,756 $1,488,514 $1,816,270 11 $40,969,499 $409,695 $1,860,643 $2,270,338
12 $23,465,314 $234,653 $1,127,549 $1,362,203 12 $31,287,085 $312,871 $1,503,399 $1,816,270 12 $39,108,856 $391,089 $1,879,249 $2,270,338
13 $22,337,764 $223,378 $1,138,825 $1,362,203 13 $29,783,686 $297,837 $1,518,433 $1,816,270 13 $37,229,607 $372,296 $1,898,042 $2,270,338
14 $21,198,939 $211,989 $1,150,213 $1,362,203 14 $28,265,252 $282,653 $1,533,618 $1,816,270 14 $35,331,565 $353,316 $1,917,022 $2,270,338
15 $20,048,726 $200,487 $1,161,715 $1,362,203 15 $26,731,635 $267,316 $1,548,954 $1,816,270 15 $33,414,543 $334,145 $1,936,192 $2,270,338
16 $18,887,011 $188,870 $1,173,332 $1,362,203 16 $25,182,681 $251,827 $1,564,443 $1,816,270 16 $31,478,351 $314,784 $1,955,554 $2,270,338
17 $17,713,678 $177,137 $1,185,066 $1,362,203 17 $23,618,237 $236,182 $1,580,088 $1,816,270 17 $29,522,797 $295,228 $1,975,110 $2,270,338
18 $16,528,612 $165,286 $1,196,916 $1,362,203 18 $22,038,150 $220,381 $1,595,889 $1,816,270 18 $27,547,687 $275,477 $1,994,861 $2,270,338
19 $15,331,696 $153,317 $1,208,886 $1,362,203 19 $20,442,261 $204,423 $1,611,848 $1,816,270 19 $25,552,826 $255,528 $2,014,809 $2,270,338
20 $14,122,810 $141,228 $1,220,975 $1,362,203 20 $18,830,414 $188,304 $1,627,966 $1,816,270 20 $23,538,017 $235,380 $2,034,958 $2,270,338
21 $12,901,836 $129,018 $1,233,184 $1,362,203 21 $17,202,448 $172,024 $1,644,246 $1,816,270 21 $21,503,059 $215,031 $2,055,307 $2,270,338
22 $11,668,651 $116,687 $1,245,516 $1,362,203 22 $15,558,202 $155,582 $1,660,688 $1,816,270 22 $19,447,752 $194,478 $2,075,860 $2,270,338
23 $10,423,135 $104,231 $1,257,971 $1,362,203 23 $13,897,514 $138,975 $1,677,295 $1,816,270 23 $17,371,892 $173,719 $2,096,619 $2,270,338
24 $9,165,164 $91,652 $1,270,551 $1,362,203 24 $12,220,219 $122,202 $1,694,068 $1,816,270 24 $15,275,273 $152,753 $2,117,585 $2,270,338
25 $7,894,613 $78,946 $1,283,256 $1,362,203 25 $10,526,151 $105,262 $1,711,009 $1,816,270 25 $13,157,689 $131,577 $2,138,761 $2,270,338
26 $6,611,357 $66,114 $1,296,089 $1,362,203 26 $8,815,142 $88,151 $1,728,119 $1,816,270 26 $11,018,928 $110,189 $2,160,148 $2,270,338
27 $5,315,268 $53,153 $1,309,050 $1,362,203 27 $7,087,024 $70,870 $1,745,400 $1,816,270 27 $8,858,779 $88,588 $2,181,750 $2,270,338
28 $4,006,218 $40,062 $1,322,140 $1,362,203 28 $5,341,624 $53,416 $1,762,854 $1,816,270 28 $6,677,030 $66,770 $2,203,567 $2,270,338
29 $2,684,077 $26,841 $1,335,362 $1,362,203 29 $3,578,770 $35,788 $1,780,482 $1,816,270 29 $4,473,462 $44,735 $2,225,603 $2,270,338
30 $1,348,715 $13,487 $1,348,715 $1,362,203 30 $1,798,287 $17,983 $1,798,287 $1,816,270 30 $2,247,859 $22,479 $2,247,859 $2,270,338

30,000,000 40,000,000 50,000,000



Town Hall Meeting 

November 4, 2015 
5:30 pm to 8:30 pm 

Pioneer Park Civic Center 
 

This Town Hall Meeting is hosted by Fairbanks North Star Borough, City of Fairbanks, City of North 
Pole, the Fairbanks Chamber of Commerce and Fairbanks Economic Development at the request of 
Alaska Industrial Development and Export Authority (AIDEA) in their continuing effort to keep 
Fairbanks’ residents informed on the status and progress of the Interior Energy Project (IEP).  
 
In June of 2015 AIDEA issued an RFP for project partners. The RFP solicited for a wide range of IEP 
options including Cook Inlet, North Slope, pipeline and propane.  Responses to the RFP were 
received by AIDEA on August 3, an evaluation committee reviewed the proposals, and finalists were 
announced on August 27. The following proposers are the selected finalists: 
 

 Harvest Alaska, LLC (Hilcorp Alaska, LLC) 
 Phoenix Clean Fuels, LLC 
 Salix, Inc. (Avista Corporation) 

 Spectrum LNG, LLC 
 WesPac Midstream, LLC 

 
AIDEA has requested these five finalists come to Fairbanks on November 4th and present public 
summaries of their best and final proposal to the Fairbanks Community. Each finalist will have an 
opportunity to interact with community members between 5:30 pm and 6:10 during an Open House. 
Starting at 6:30 each finalist will have 20 minutes to present their proposal to the audience.  
 

 5:30 to 6:10 Open House 
 6:10 to 6:30 Project Overview and Updates   AIDEA 
 6:30 to 6:50 Harvest Alaska, LLC (Hilcorp Alaska, LLC) 
 6:50 to 7:10 Phoenix Clean Fuels, LLC 
 7:10 to 7:30 Salix, Inc. (Avista Corporation) 
 7:30 to 7:50 Spectrum LNG, LLC 
 7:50 to 8:10 WesPac Midstream, LLC 
 8:10 to 8:30 Open House and questions 
 8:30 Adjourn 

 
Public comment will be solicited during the Open House and again at the conclusion of the 
presentations.  
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Pentex Alaska Natural Gas Company, LLC 
2016 Year to Date Operations Report – As of 2/29/2016 

 
Prepared for: AIDEA Board of Directors 

Prepared by: Dan Britton, President 

 

Operations 

Pentex operating companies provided continuous LNG and natural gas deliveries to its customers 
without disruption or interruption. No significant equipment failures or damages to assets were 
reported.  
 
There have been 0 lost time injuries and 0 at-fault vehicle accidents reported in 2016.  
 
On January 20, 2016, FNG received notice from the National Labor Relations Board (NLRB) that a 
petition had been filed by the IBEW, Local Union 1547 to represent “All natural gas operators and 
natural gas operator leads”.  Ballots were counted by the NLRB on February 25, 2016, at which time FNG 
operators voted in favor of being represented by the IBEW. A time frame for negotiations regarding a 
collective bargaining agreement has not yet been set. 
 
Pentex has continued to test the HEIL trailer for compatibility and enhanced transportation efficiency, 
through increased LNG capacity. To date 21 roundtrip deliveries between Pt. Mackenzie and Fairbanks 
have been completed with an average payload of 41,358 lbs. or 12,165 gallons. In addition, two 
roundtrip test runs were completed between Fairbanks and Prudhoe Bay, one with the trailer full and 
one empty. No major areas of concern were noted by the Driver with an overall impression that the unit 
was suitable for hauling product on the haul road.  
 

Financial 

Pentex implemented the interim approved rate reductions approved by the AIDEA Board of Directors 
effective January 1, 2016 resulting in an average rate reduction of 10.4%.  Fairbanks has experienced 
unseasonably warm weather, resulting in a significant reduction in Heating Degree Days (HDD’s) in the 
first part of 2016. HDD’s for January and February were 1,844 and 1,599 respectively compared to a 
budget for January and February of 2,321 and 1,828 respectively. Year to date HDD’s are 706 HDD’s or 
17% lower than budgeted. 
 
Overall gas sales for the month of January and February were 93,100 and approximately 78,600 Mcf 
respectively.  The budgeted sales for January and February were 112,854 and 93,712 respectively.  The 
combined budget deficit for sales volume to date of this report is 34,866 Mcf, approximately 17% or $700K 
in sales dollars.  The sales deficit is consistent with a warmer winter, but further hindering sales is small 
commercial interruptible customers that have switched to their respective alternate fuel, heating oil.  In 
the development of the 2016 budget it was anticipated that the Fairbanks North Star School District would 
remain using natural gas as the cost of heating oil had yet resulted in significant savings.  The School 
district has 14 facilities that generally use natural gas.  Of those 14 facilities only 2 facilities were using 
natural gas in January and February.  In addition to those lost sales, State of Alaska - Department of Fish 
and Game has chosen to switch to heating oil in its Ruth Burnett Hatchery.  We have also identified three 
firm customers that have switched to alternate fuels, of which two are small commercial and one large 
commercial facility.  
 
In response to below budget sales, management will scrutinize expenses and capital investment so as to 
minimize the overall negative impact resulting from reduced sales. 
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1 Introduction 

In January 2014, Cardno completed the Interior Energy Project (IEP) Natural Gas Conversion Analysis, 
which estimated the demand for natural gas from the IEP and the associated economic benefits of natural 
gas conversion.1 As part of that analysis, Cardno estimated study area residential willingness to convert, 
which relied upon the cost of converting to natural gas and the estimated savings obtained from 
converting to natural gas. The saving estimates relied on a natural gas price of $15 per thousand cubic 
feet (Mcf) and a heating oil price of $4 per gallon, or the equivalent of $29.85 per Mcf.2  

The Alaska Industrial Development Export Authority (AIDEA) and Alaska Energy Authority (AEA) wish to 
better understand heating oil price effects upon residential willingness-to-convert estimates. Therefore, 
the following sensitivity analysis builds upon the previously completed IEP Natural Gas Conversion 
Analysis to estimate single-family residential willingness to convert under various heating oil prices. 

1.1 Purpose and Scope 

This study estimates single-family residential willingness to convert under a range of heating oil price 
scenarios. The analysis assumes the same rate of conversion, or the speed in which residences will 
convert to a natural gas system, as was assumed for the IEP Natural Gas Conversion Analysis (Table 2). 
This sensitivity analysis differs from the IEP Natural Gas Conversion Analysis in that it does not estimate 
multi-family, industrial, or commercial users’ willingness to convert under various heating oil prices. 
Finally, this sensitivity analysis does not quantify single-family households’ natural gas demand for 
different heating oil price points.  

The study area for this analysis is the proposed natural gas service area surrounding and encompassing 
Fairbanks and North Pole and includes both the Interior Gas Utility (IGU) and Fairbanks Natural Gas 
(FNG) service areas. The study area is based on a mock 6-year build-out developed by AEA based on 
personal communication with the IGU and FNG. Within the study area there are an estimated 20,077 
single-family residential households.3  

1.2 Data Sources  

This analysis relied on several key sources of data to estimate the total number of single-family 
households expected to convert to natural gas. The following key model components and parameters 
were used in the IEP Natural Gas Conversion Analysis, and subsequently in this sensitivity analysis, to 
estimate study area single-family residential willingness to convert.  

• Willingness-to-convert predictive model – A survey of 800 Fairbanks North Star Borough 
(FNSB) residents was conducted as part of the IGU study titled Natural Gas in the Fairbanks 
North Star Borough: Results from a Residential Household Survey (IGU study).4 The survey 
elicited respondents’ willingness to convert based on different combinations of conversion costs 

                                                      
1  AIDEA and AEA, January 2014, IEP Natural Gas Conversion Analysis, Website 

(http://www.interiorenergyproject.com/Resources%20and%20Documents/IEP_Conversion_Analysis_Final.pdf) accessed 
October 22, 2014.  

2  AIDEA and AEA, July 2013, Interior Energy Project Feasibility Report, Website 
(http://www.interiorenergyproject.com/Resources%20and%20Documents/Feasibility_Report_72013.pdf) accessed October 20, 
2014.  

3  AIDEA and AEA, Personal communication with Lee Elder, Cardno, September 17, 2013. 

4  Interior Gas Utility, November 2013, Natural Gas in the Fairbanks North Star Borough: Results from a Residential Household 
Survey, Prepared by Northern Economics. 
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and fuel savings. Responses were statistically analyzed to generate a predictive model for FNSB 
residents’ willingness to convert to natural gas.  

• Primary/secondary heating systems – The IGU study also solicited survey respondents 
regarding the number of household heating systems, the types of fuel used for each heating 
system, and the age of heating systems.  

• Home energy consumption estimates – To estimate the existing and post-conversion single-
family residential unit heating expenditures (and the associated savings) within the study area, 
this analysis relied on primary and secondary heating system energy consumption estimates 
provided by the IGU study. These estimates were modified for those households with furnaces to 
account for hot water energy consumption since it is assumed the conversion to a natural gas 
boiler or furnace would also include the installation of a natural gas water heater. Energy 
consumption estimates used in the sensitivity analysis relied on primary/secondary heating 
system energy consumption as determined by the IGU study. Across all primary/secondary 
heating systems, the average annual energy consumption for each residential property within the 
study area was estimated at 161 Mcf. 

• Conversion costs – Interviews with six regional heating system experts were relied on to 
develop a range of equipment and installation costs for natural gas conversion. Conversion costs 
for the study area are defined as the purchase price for a boiler, furnace, space heater, or burner. 
Conversion costs estimates also include the cost of piping, valves, and labor for full installation of 
each of these heating systems. 

• Natural gas price – As provided by the AIDEA and AEA IEP Natural Gas Conversion Analysis, 
the price of natural gas within the study area was assumed to be $15 per Mcf.  

• Case-study analysis and focus groups – Case studies and focus group input were used to 
ground-truth willingness-to-convert estimates generated by the IGU study and natural gas 
predictive model. These case studies assessed willingness to convert in other Alaska 
communities where natural gas distribution system expansion has recently occurred (e.g., Homer 
and Kachemak City). Additionally, ENSTAR representatives provided further input on community 
willingness to convert to natural gas. Finally, a series of four focus groups were conducted in 
Fairbanks and North Pole to better understand focus group participants’ willingness to convert.  
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2 Methodology 

All model parameters, with the exception of heating oil prices, previously used in the IEP Natural Gas 
Conversion Analysis (i.e., primary/secondary heating systems, conversion costs, home energy 
consumption estimates, heating oil prices, etc.) were held constant for the sensitivity analysis.  

The model assumes that heating oil prices for the first year of analysis will equal current heating oil prices 
for each scenario ($2.75 per gallon).5 Each of the following scenarios assumed prices in the second and 
third years would be 10 percent greater or less than current prices (either $2.48 or $3.03 per gallon), 
while the fourth year would either be current heating oil prices ($2.75 per gallon) or $4.00 per gallon. 
Table 1 below illustrates the eight heating oil price scenarios considered within the sensitivity analysis as 
well as the baseline heating oil price scenario ($4.00 per gallon) evaluated previously in the IEP analysis.  

 

Table 1 FNSB Heating Oil Price Scenarios, dollars per gallon  

Scenario Year 1 Year 2 Year 3 Year 4 and Beyond 

#1 $2.75 $2.48 $2.48 $2.75 

#2 $2.75 $2.48 $2.48 $4.00 

#3 $2.75 $2.48 $3.03 $2.75 

#4 $2.75 $2.48 $3.03 $4.00 

#5 $2.75 $3.03 $2.48 $2.75 

#6 $2.75 $3.03 $2.48 $4.00 

#7 $2.75 $3.03 $3.03 $2.75 

#8 $2.75 $3.03 $3.03 $4.00 

Baseline $4.00 $4.00 $4.00 $4.00 

Research on conversions in Homer indicates that the rate of conversion will be influenced by the 
construction season, which will affect when natural gas will be available to households and businesses 
alike. The timing of residential conversions within the study area relies on conversion rate estimates 
provided by ENSTAR. As illustrated in Table 2, ENSTAR expects 60 percent of the total customer base to 
convert within the first year of a system build-out and approximately 75 percent of the customer base to 
have converted by the end of the second year. Within 3 years of providing natural gas service to an area, 
ENSTAR expects approximately 90 percent of the residential housing units to convert, and 95 percent to 
convert by the seventh year, with no additional conversions thereafter.6 Stated differently, of those single-
family residential properties that are going to convert, all will have done so 7 years following build-out or 
by year 8.  

This analysis assumes that owners of single-family rental properties will be as willing to convert to a 
natural gas system as owner-occupied single-family properties, but at a slower rate. Therefore, we 
assume single-family rental owners will take an additional year compared with property owners to fully 
convert.  

                                                      
5  Sourdough Fuel, Personal communication with Lee Elder, Cardno, September 9, 2015.  

6  Pierce, Charlie, ENSTAR, Southern Division Manager, Personal communication with Lee Elder, Cardno, September 23, 2013. 
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Table 2 Estimated Cumulative Residential Rate of Conversion by Year 

 Construction 
(Year 1)1 

Year 2 Year 3 Year 4 Year 5 Year 
6 

Year 
7 

Year 
8 

Year 
9 

Single-family 
residential2 

15% 60% 75% 90%3 93% 95% 98% 100% 100% 

Single-family 
renter-occupied 

15% 45% 60% 75% 90% 93% 95% 98% 100% 

1 Assumed existing Homer construction year rate of conversion for study area  

2 Source (unless noted): Pierce, Charlie, ENSTAR, Southern Division Manager, Personal communication with Lee Elder, 
Cardno, September 23, 2013. 

3 Source: Starring, Coleen, Personal communication with Lee Elder, Cardno, Shanna Zuspan, Agnew::Beck, and Tanya 
Iden, Agnew::Beck, September 18, 2013. 

 

This analysis assumes that only those households currently using heating oil (92 percent of all study area 
households) would consider converting to natural gas (i.e., that conversion among those who exclusively 
use wood or other non-oil sources would be zero percent).7  

Willingness to convert is a function of conversion costs and estimated annual savings. Willingness-to-
convert estimates are generated when applying the heating system conversion cost along with the 
associated annual savings within the predictive model developed by the IGU study:  

Pc = 2.43 + (−0.41) ln Conversion Cost + (0.24) ln Annual Savings8  

Pc represents the portion of respondents that would be willing to convert to a natural gas system from 
their current heating system and “ln” represents the natural logarithm. The price of heating oil is modified 
within this sensitivity analysis to calculate different annual saving estimates for each of the heating 
systems, which then feeds into the predictive model function to generate willingness-to-convert estimates. 

                                                      
7  This assumption is supported by recent survey data (Sierra Research, 2013, Wood Tag Survey) indicating that approximately 11 

percent of households would continue burning wood, even if natural gas were available at prices less than $1 per gallon 
equivalent of heating oil, and 26 percent would continue burning wood if natural gas were available at prices below $2 per gallon 
equivalent of heating oil (projected natural gas prices are approximately $2.15 per gallon equivalent of heating oil). 

8  Interior Gas Utility, November 2013, Natural Gas in the Fairbanks North Star Borough: Results from a Residential Household 
Survey, Prepared by Northern Economics. 
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3 Results 

As illustrated in Table 3 below, heating oil prices in the FNSB affect residential conversion rates. 
Scenarios in which heating oil price increases to $4.00 per gallon by the fourth year and remains at that 
level from that time on (Scenarios 2, 4, 6, and 8) achieve the same residential conversion rates as the 
baseline scenario. However, up until year 3, heating oil prices of $2.48 and $3.03 per gallon support 
residential conversion rates of 14 percent and 21 percent, respectively, whereas, a price of $4.00 per 
gallon supports a residential conversion rate of 25 percent. For those scenarios in which heating oil price 
remains $2.75 per gallon from year 4 and on (Scenarios 1, 3, 5, and 7) residential conversion rates are 
expected to be 54 percent by year 13. Table 4 provides the total cumulative number of residences 
expected to convert each year for each heating oil price scenario.  

 



Final IEP Conversion Rate Heating Oil Price Sensitivity Analysis 

3-2   Results Cardno October 13, 2015 
 

Table 3  Cumulative Rates of Residential Conversation (Across All Phases) 

Scenario Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 

#1 2% 8% 14% 25% 33% 40% 46% 49% 52% 52% 53% 53% 54% 

#2 2% 8% 14% 36% 46% 56% 65% 70% 72% 74% 75% 75% 75% 

#3 2% 8% 21% 25% 33% 40% 46% 49% 52% 52% 53% 53% 54% 

#4 2% 8% 21% 36% 46% 56% 65% 70% 72% 74% 75% 75% 75% 

#5 2% 12% 14% 25% 33% 40% 46% 49% 52% 52% 53% 53% 54% 

#6 2% 12% 14% 36% 46% 56% 65% 70% 72% 74% 75% 75% 75% 

#7 2% 12% 21% 25% 33% 40% 46% 49% 52% 52% 53% 53% 54% 

#8 2% 12% 21% 36% 46% 56% 65% 70% 72% 74% 75% 75% 75% 

Baseline 3% 14% 25% 36% 46% 56% 65% 70% 72% 74% 75% 75% 75% 

 

Table 4  Cumulative Number of Residential Conversation (Across All Phases) 

Scenario Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 

#1 460 1,640 2,840 5,110 6,580 8,050 9,270 9,930 10,340 10,510 10,630 10,710 10,750 

#2 460 1,640 2,840 7,180 9,250 11,320 13,040 13,980 14,550 14,790 14,960 15,070 15,120 

#3 460 1,640 4,130 5,110 6,580 8,050 9,270 9,930 10,340 10,510 10,630 10,710 10,750 

#4 460 1,640 4,130 7,180 9,250 11,320 13,040 13,980 14,550 14,790 14,960 15,070 15,120 

#5 460 2,380 2,840 5,110 6,580 8,050 9,270 9,930 10,340 10,510 10,630 10,710 10,750 

#6 460 2,380 2,840 7,180 9,250 11,320 13,040 13,980 14,550 14,790 14,960 15,070 15,120 

#7 460 2,380 4,130 5,110 6,580 8,050 9,270 9,930 10,340 10,510 10,630 10,710 10,750 

#8 460 2,380 4,130 7,180 9,250 11,320 13,040 13,980 14,550 14,790 14,960 15,070 15,120 

Baseline 640 2,880 5,010 7,180 9,250 11,320 13,040 13,980 14,550 14,790 14,960 15,070 15,120 
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