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State of Alaska 
2013 Legislative Session

Fiscal Note

Identifier: SB023CS(FIN)-DCCED-AIDEA-04-05-13

Title: AIDEA: LNG PROJECT; DIVIDENDS; FINANCING

Sponsor: RLS BY REQUEST OF THE GOVERNOR

Requester: House Finance

Bill Version: SB 23

Fiscal Note Number:

() Publish Date:

Department: Fund Capitalization

Appropriation: Fund Capitalization

Allocation: AIDEA Sustainable Energy Transmission and

Supply Development Fund 

OMB Component Number: 3036

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.______________________________________(Thousands of Dollars)

FY2014
Appropriation

Requested

Included in 
Governor's 

FY2014 
Request

Out-Year Cost Estimates

OPERATING EXPENDITURES FY 2014 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
Personal Services 
T  ravel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous 125,000.0
Total Operating 0.0 125,000.0 0.0 0.0 0.0 0.0 0.0

Fund Source (Operating Only)
1213 AHCC 125,000.0
Total 0.0 125,000.0 0.0 0.0 0.0 0.0 0.0

Positions
Full-time
Part-time
Temporary

|Change in Revenues I I I I I I I

Estimated SUPPLEMENTAL (FY2013) cost; 0.0

Estimated CAPITAL (FY2014) cost: 50,000.0

ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? Yes
If yes, by what date are the regulations to be adopted, amended or repealed? 12/01/13

W hy this fiscal note differs from previous version:_______________________________________________________________________
This fiscal note is updated to reflect the changes made by House Finance to version R to include both the Interior Energy Plan and 
Direct Financing._______________________________________________________________________________________________________

Prepared By: 
Division 
Approved By:

Ted Leonard, Executive Director
Alaska Industrial Development and Export Authority
JoEllen Hanrahan, Director

Phone: (907)771-3000
Date: 04/05/2013 06:30 PM
Date: 04/05/13

Administrative Services Division

Printed 4/5/2013 Page 1



FISCAL NOTE ANALYSIS

Analysis 

INTERIOR ENERGY PLAN
This bill provides AIDEA financing in support o f the Energy Plan. Specifically, SB 23 authorizes AIDEA to provide up 
to $275 million in financing fo r a natural gas liquefaction plant and affiliated infrastructure on the North Slope, as 
well as providing fo r the financing o f liquid natural gas (LNG) distribution systems under the sustainable energy 
transmission and supply fund (SETS) established under AIDEA.

This financing authorized under this bill includes: 1) authorization fo r AIDEA to provide financing through the 
issuance of up to $150 million in bonds fo r the project, w ith the bonds to be secured by a capital reserve fund and 
2) authorization fo r AIDEA to provide direct financing of $125 million out o f the money provided through the 
amended operating budget fo r the SETS fund. To help ensure lower energy rates fo r Alaskans are achieved, the bill 
limits the interest rates tha t AIDEA can charge for direct SETS financing at 3%.

The entire $355 million financing plan fo r the Interior Energy plan includes:
$50 million appropriation to AIDEA (provided in the capital budget), $125 million from SETS direct financing 
(provided in the amended operating budget), $150 million in bond proceeds from bond authorization provided in 
this legislation, and $30 m illion in natural gas storage credits (provided in previously passed legislation.)

STATE OF ALASKA BILL NO. SB 23__________________

2013 LEGISLATIVE SESSION

(Revised 1/15/2013 OMB) Page 2 of 2



State of Alaska
2013 Legislative Session

Fiscal Note
Bill Version:

Fiscal Note Number: 

() Publish Date:

SB 23

Identifier: SB023CS(FIN)-DCCED-AIDEA-04-05-13

Title: AIDEA: LNG PROJECT; DIVIDENDS; FINANCING

Sponsor: RLS BY REQUEST OF THE GOVERNOR

Requester: House Finance

Department: Department of Commerce, Community and

Economic Development 

Appropriation: Alaska Industrial Development and Export 

Authority

Allocation: Alaska Industrial Development and Export

Authority 

OMB Component Number: 1234

Expenditures/Revenues

FY2014
Appropriation

Requested

Included in 
Governor's 

FY2014 
Request

Out-Year Cost Estimates

OPERATING EXPENDITURES FY 2014 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
Personal Services 
T  ravel 
Services 
Commodities 
Capital Outlay 
Grants & Benefits 
Miscellaneous

«■

950.0 650.0 450.0 350.0 150.0 150.0

Total Operating 950.0 0.0 650.0 450.0 350.0 150.0 150.0

Fund Source (Operating Only
1102 AIDEA Rcpt 950.0 650.0 450.0 350.0 150.0 150.0
Total 950.0 0.0 650.0 450.0 350.0 150.0 150.0

Positions
Full-time
Part-time
Temporary

Change in Revenues | 0 .0 1 | 0 .0 1 225.0 375.01 1,506.31 2,567.3

Estimated SUPPLEMENTAL (FY2013) cost: 0.0 

Estimated CAPITAL (FY2014) cost: 50,000.0 

ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? 
If yes, by what date are the regulations to be adopted, amended or repealed?

W hy this fiscal note differs from previous version:

Yes
12/01/13

This fiscal note is updated to reflect the changes made by House Finance to version R to include both the Interior Energy Plan and 
Direct Financing.

Prepared By: 
Division 
Approved By:

Ted Leonard, Executive Director
Alaska Industrial Development and Export Authority
JoEllen Hanrahan, Director

Phone: (907)771-3000
’ Date: 04/05/2013 06:45 PM
Date: 04/05/13

Administrative Services Division

Printed 4/5/2013 Page 1



FISCAL NOTE ANALYSIS

Analysis

STATE OF ALASKA BILL NO. SB 23

2013 LEGISLATIVE SESSION

SB 23 has three distinct purposes related to AIDEA programs:

DIRECT FINANCING
This bill allows the Alaska Industrial Development and Export Authority (AIDEA) the ability to  provide project 
financing for all o ra  portion o f the cost o f a development project which the authority does not intend to  own or 
operate. At present, AIDEA is permitted to own or operate all or part o f a project, but cannot make a direct loan 
on a project or guarantee a loan fo r a project. This bill would perm it the authority to engage in project financing by 
loaning money to  a project or guaranteeing a loan fo r a project rather than owning an interest in the project.

Funding fo r FY 2014 includes a one-time cost o f 50.0 fo r consultants to assist in the preparation o f new regulations 
necessary to implement a direct financing program and 150.0 to hire consultants and counsel to assist in 
underwriting loans and guarantees under this program. It is projected that this 150.0 in underwriting expenditures 
will be on-going.

The revenues projected to be earned from direct loan and guarantee finance packages are approximately 1.4 
million. The direct loan and guarantee program will generate earnings on financing o f development projects. The 
amount that AIDEA can charge fo r each direct financing is limited, but the overall anticipated returns are projected 
to be substantial due to the large dollar amounts involved with the type o f projects that will be financed through 
the Direct Finance Program.

AIDEA TECHNICAL CHANGE
This bill makes a technical change in AS 44.88.088 to accommodate changes required by the Governmental 
Accounting Standards Board (GASB) to  the Authority's audited financial statements. The calculation method for 
AIDEA's dividend will not change and no fiscal impact is expected.

INTERIOR ENERGY PLAN
This bill provides AIDEA financing in support of the Energy Plan. Specifically, SB 23 authorizes AIDEA to provide up 
to $275 million in financing fo r a natural gas liquefaction plant and affiliated infrastructure on the North Slope, as 
well as providing fo r the financing of liquid natural gas (LNG) distribution systems under the sustainable energy 
transmission and supply fund (SETS) established under AIDEA.

This financing authorized under this bill includes: 1) authorization for AIDEA to provide financing through the 
issuance of up to $150 million in bonds fo r the project, w ith the bonds to be secured by a capital reserve fund and 
2) authorization fo r AIDEA to provide direct financing of $125 million out o f the money provided through the 
amended operating budget fo r the SETS fund. To help ensure lower energy rates fo r Alaskans are achieved, the bill 
limits the interest rates that AIDEA can charge for direct SETS financing at 3%.

In FY 2014, 750.0 is needed fo r contractual services to coordinate project partners, complete the financing 
agreements to fund the LNG project, and perform technical evaluations on project proposals. AIDEA projects that 
the administrative expenses fo r project construction management oversight fo r the LNG production and 
distribution system will require an additional 500.0 in FY 2015, 300.0 in FY 2016, and 200.0 in FY 2017.

(Continued on page 3)

I j
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FISCAL NOTE ANALYSIS

Analysis Continued

STATE OF ALASKA BILL NO. SB 23

2013 LEGISLATIVE SESSION

The administrative expense o f project construction management will be offset by AIDEA's income stream allowed 
under Sec. 10 (c) o f SB23. AIDEA estimates the annual income stream from the 25 basis point allowance will 
generate 375.0 in the first year w ith that number decreasing in subsequent years to approximately 252.0 five years 
out.

The Change in Revenues reflect General Fund revenues to the state generated from AIDEA dividends. AIDEA 
Dividend is calculated from "base year" which is two years prior to  current year, fo r example: FY16 dividend 
calculation will be based on FY 14 revenues.

The entire $355 million financing plan for the Interior Energy plan includes:

$50 million appropriation to AIDEA (provided in the capital budget), $125 million from SETS direct financing 
(provided in the amended operating budget), $150 million in bond proceeds from bond authorization provided in 
this legislation, and $30 million in natural gas storage credits (provided in previously passed legislation.)

Attached is a spreadsheet that provides a comprehensive summary of the fiscal impact of SB 23.

(Revised 1/15/2013 OMB) Page 3 of 3



Fiscal Notes forS B23 (AIDEA: LNG Projects; Dividends; Financing)

D ire c t F inanc ing  (N ot re la ted  to  in te r io r  E ne rgy P lan)
FY14 FY15 FY16 FY17 FY18 FY19

C ost to AIDEA

AIDEA Receipts 200 150 150 150 150 150
Preparation of regulations 50 - - - -
Underwriting (includes 200.0 operating request) 150 150 150 150 150 150

SETS Fund - - - - - -

G F Cost - - - - - -

Revenue to A IDEA 1,400.0 1,400.0 1,400.0 1,400.0 1,400.0 1,400.0

i I
GF Revenue (D ividends to State - im pact fo r FY 16 from FY 14 revenues) 600 625 625 625

I I
G as P la n t and  S to rage

FY14 FY15 FY16 FY17 FY18 FY19

C ost to  A IDEA 750 500 300 200 - -

Coordination and evaluation 750 - - - - -
Construction management 500 300 200 - -

G F Cost 175,000 - - - - -

Capital Appropriation for Equity Stake 50,000
Capitalize SETS Fund 125,000

i
Revenue to A IDEA - - 1,875 3,711 3,631 3,548

Interest on Direct Financing o f Interior Energy Plan (SETS ) - 1,875.0 3,710.5 3,630.5 3,548.0

GF Revenue (D ividends to State - im pact fo r FY 16 from  FY 14 revenues) (375) (250) 788 1,755

i i
T ra n s m is s io n  and D is tr ib u tio n  (D ebt S erv ice  o n  $150m b o n d s  issued  at 

3% fo r  30 years , w ith  p aym en ts  de layed  u n til FY16) FY14 FY15 FY16 FY17 FY18 FY19

Cost to AIDEA - - - - - -

A IDEA Receipts - - - -

SETS Fund - - - - - -

GF Cost - - - - - -

I
Revenue to A IDEA - - 188 374 371 369

AIDEA Receipts (Adm inistrative fee added to bond interest rate) - - 188 374 371 369.

GF Revenue (D ividends to State - im pact fo r FY 16 from  FY 14 revenues) - - - 94 187

I I
P riva te  Inves tm ent ($70m fo r  9BC F p la n t-e x p a n s io n  w ill be fu lly  funded  

by a d d itio n a l p riva te  inves tm en t) FY14 FY15 FY16 FY17 FY18 FY19
70,000 - - - - -

S um m a ry
FY14 FY15 FY16 FY17 FY18 FY19 FY14-FY19

I
GF C o s t 175,000 - - - - - 175,000

Capita lize SETS Fund (SETS Fund Capitalization Note) 125,000 - - - - 125,000
Capital Appropriation for Equity Stake (A IDEA Note) 50,000 - - - - - 50,000

A ID EA C ost
Direct Financing (AIDEA Note) 950 650 450 350 150 150 2,700

“  "  . _  _  ..
A ID EA  Revenue (A IDEA N o te -ana lys is  o n ly ) 1,400 1,400 3,463 5,485 5,402 5,317 22,465

A ID EA Receipts 1,400 1,400 1,588 1,774 1,771 1,769 9,701
SETS Fund - - 1,875 3,711 3,631 3,548 12,764. .

GF R evenue-D ividends to  S ta te  (A IDEA Note) - - 225 375 1,506 2,567 4,674

I I '
F isca l N o tes

FY14 FY15 FY16 FY17 FY18 FY19 FY14-FY19

A ID EA I
D irect Financing (AIDEA Receipts) 950.0 650.0 450.0 350.0 150.0 150.0 2,700.0
GF Revenue-Dividends to State (GF) - 225.0 375.0 1,506.3 2,567.3 4,673.5

C a p ita lize  SETS Fund (GF) 125,000.0 - - - - - 125,000.0
Capital Appropriation for Equity Stake (GF) 50,000.0 - - - - - 50,000.0

T o ta l C osts 175,950.0 650.0 450.0 350.0 150.0 150.0 177,700.0

i i
T o ta l GF Revenue Im pact - - 225.0 375.0 1,506.3 2,567.3 4,673.5

' _ _ _  ............................

SB23 Gas in FBX-AIDEA LFD 04-04-13.xls Prepared by A ID EA in collaboration with Legislative Finance Division 4/4/2013
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HOUSE CS FOR CS FOR SENATE BILL NO. 23(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-EIGHTH LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to development project financing by the Alaska Industrial 

Development and Export Authority; relating to the dividends from the Alaska 

Industrial Development and Export Authority; relating to the meaning of 'net income' 

and 'unrestricted net income' for purposes of the Alaska Industrial Development and 

Export Authority; authorizing the Alaska Industrial Development and Export Authority 

to provide financing and issue bonds for a liquefied natural gas production system and 

natural gas distribution system; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.88.010(a) is amended to read:

(a) The legislature finds, determines, and declares that

(1) there exist areas of the state in which seasonal and nonseasonal 

unemployment exists;

(2) this unemployment is a serious menace to the health, safety, and

-1- HCS CSSB 23(FIN)
N e w  T e x t  U n d e r l i n e d  [DELETED TE X T  BRACKETED]
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general welfare, not only to the people in those areas, but also to the people of the 

entire state;

(3) the state lacks the basic manufacturing, industrial, energy, export, 

small business, and business enterprises and the other facilities referred to in this 

subsection necessary to permit adequate development o f its natural resources and the 

balanced growth o f its economy;

(4) the establishment and expansion of industrial, manufacturing, 

energy, export, small business, and business enterprises in the state and the other 

facilities referred to in this subsection are essential to the development of the natural 

resources and the long-term economic growth of the state, and will directly and 

indirectly alleviate unemployment in the state;

(5) the expansion of export trade is vital to the health and growth of the 

state's economy;

(6) many state businesses could benefit from additional financial and 

technical assistance with respect to the exportation of their products and services;

(7) the Export-Import Bank of the United States has been mandated by 

the Export-Import Bank Act Amendments o f 1983 to provide technical assistance and 

export financing support to small businesses in cooperation with state export finance 

agencies;

(8) Alaska-based exporters can be effectively assisted through the 

establishment, as part o f the Alaska Industrial Development and Export Authority, of 

an export financing program designed to work with the Export-Import Bank of the 

United States and other federal, state, and private institutions;

(9) the achievement o f the goal of full employment [,] and of 

establishment and continuing operation and development of industrial, manufacturing, 

energy, export, small business, and business enterprises in the state will be accelerated 

and facilitated by the creation of an instrumentality of the state with powers to incur 

debt, to own and operate facilities, and to make and insure loans to finance and to 

assist private lenders to make loans to finance the establishment, operation, and 

development o f industrial, manufacturing, energy, export, small business, and business 

enterprises;

HCS CSSB 23(FIN) -2-
N e w  T e x t  U n d e r l i n e d  [DELETED T E X T  BRACKETED]
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(10) it is in the public interest to promote the prosperity and general 

welfare of all citizens of the state by

(A) stimulating commercial and industrial growth and 

expansion by encouraging an increase of private investment by banks, 

investment houses, insurance companies, and other financial institutions, 

including pension and retirement funds, to help satisfy the need for economic 

expansion;

(B) encouraging the production of raw materials and goods for 

export, the expansion of exports and raw materials and goods, and the 

rendering of services abroad by residents of the state through the establishment 

of a program that provides financial assistance in cooperation with federal, 

state, and private institutions for these purposes in the form provided in this 

chapter;

(C) creating the Alaska Industrial Development and Export 

Authority with the powers necessary to accomplish the objectives stated in this 

paragraph, including the power to issue taxable and tax-exempt bondsa [AND] 

to acquire ownership interests in projects, and to provide development 

project financing as provided in this chapter;

(11) it is in the state's interest to import private capital to create new 

economic activity that [WHICH] would not otherwise take place in the state.

* Sec. 2. AS 44.88.070 is amended to read:

Sec. 44.88.070. Purpose of the authority. The purpose of the authority is to 

promote, develop, and advance the general prosperity and economic welfare of the 

people of the state [ALASKA], to relieve problems o f unemployment, and to create 

additional employment by

(1) providing various means of financing and means of facilitating the 

financing, in cooperation with federal, state, and private institutions, of industrial, 

manufacturing, export, small business, and business enterprises and the other facilities 

referred to in AS 44.88.010(a) in the state;

(2) owning and operating or providing development project 

financing for the enterprises and other facilities described in AS 44.88.172;

-3- HCS CSSB 23(FIN)
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(3) fostering the expansion of exports o f [ALASKA] goods, services, 

and raw materials of the state;

(4) cooperating and acting in conjunction with other organizations, 

public and private, the objects of which are the promotion and advancement o f export 

trade activities in the state;

(5) establishing a source o f funding credit guarantees and insurance, 

not otherwise available, to support export development;

(6) providing and cooperating or participating with federal, state, and 

private institutions to provide actual and potential state [ALASKA] exporters, 

particularly small- and medium-sized exporters, with financial assistance in support o f 

export transactions.

* Sec. 3. AS 44.88.080 is amended to read:

Sec. 44.88.080. Powers of the authority. In furtherance of its corporate 

purposes, the authority has the following powers in addition to its other powers:

(1) to sue and be sued;

(2) to have a seal and alter it at pleasure;

(3) to make and alter bylaws for its organization and internal

management;

(4) to adopt regulations governing the exercise of its corporate powers;

(5) to acquire an interest in a project as necessary or appropriate to 

provide financing for the project, whether by purchase, gift, or lease;

(6) to lease to others a project acquired by it for the rentals and upon 

the terms and conditions the authority may consider advisable, including, without 

limitation, provisions for options to purchase or renew;

(7) to issue bonds and otherwise to incur indebtedness, in accordance 

with AS 44.88.090, in order to pay the cost of a project or development projects or in 

order to provide money for the authority's purposes under this chapter; the authority 

may also secure payment of the bonds or other indebtedness as provided in this 

chapter;

(8) to sell, by installment sale or otherwise, exchange, donate, convey, 

or encumbera in any manner by mortgage or by creation o f any other security interest,

HCS CSSB 23(FLN) -4-
N e w  T e x t  U n d e r l i n e d  [DELETED TE X T  BRACKETED]
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real or personal property owned by it, or in which it has an interest, including a 

project, when, in the judgment of the authority, the action is in furtherance of its 

corporate purposes;

(9) to accept gifts, grants, or loans from, and enter into contracts or

other transactions regarding them [,] with* a federal agency* [OR] an agency or

instrumentality o f the state, a municipality, a private organization, or other source;

(10) to deposit or invest its funds, subject to agreements with

bondholders;

(11) to enter into contracts or agreements with respect to the exercise

of any of its powers, and do all things necessary or convenient to carry out its

corporate purposes and exercise the powers granted in this chapter;

(12) to purchase or insure loans to finance the costs o f manufacturing, 

industrial, and business enterprise projects;

(13) to enter into loan agreements with respect to one or more projects 

upon the terms and conditions the authority considers advisable;

(14) to acquire, manage, and operate projects as the authority considers 

necessary or appropriate to serve a public purpose;

(15) to assist private lenders to make loans to finance the costs of 

projects through loan commitments, short-term financing, or otherwise;

(16) to accept gifts, grants, or loans from a federal agency, from an 

agency or instrumentality of the state or of a municipality, or from any other source;

(17) to enter into contracts or other transactions with a federal agency, 

with an agency or instrumentality of the state or o f a municipality, or with a private 

organization or other entity consistent with the exercise o f any power under this 

chapter;

(18) to facilitate the expansion of a secondary market for the resale of 

federally or commercially insured loans made to finance the costs o f projects in the 

state [ALASKA] held by federal and state chartered financial institutions or by the 

Alaska Commercial Fishing and Agriculture Bank;

(19) to charge fees or other forms of remuneration for the use or 

possession of the projects described in (14) of this section in accordance with the

-5- HCS CSSB 23(FIN)
N e w  T e x t  U n d e r l i n e d  [DELETED T E X T  BRACKETED]
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agreements described in (11) and (17) of this section, other agreements pertaining to 

the projects, covenants, or representations made in bond documents pertaining to the 

projects, or regulations o f the authority pertaining to the projects;

(20) to participate with government or private industry in programs for 

technical assistance, loans, technology, transfer, or other programs related to the 

exportation of [ALASKA] goods, services, or raw materials of the state with respect 

to its financing activities;

(21) to provide export finance training for office staff and other 

individuals involved in export finance assistance, including the training sessions that 

may be provided by the United States Export-Import Bank or other organizations;

(22) to coordinate to the maximum extent possible its efforts to 

promote the export of [ALASKA] goods, services, and raw materials of the state with 

programs and goals of the United States Export-Import Bank, the International Trade 

Administration of the United States Department o f Commerce, the Foreign Credit 

Insurance Association, and other private and public programs designed to provide 

export assistance and export-related financing;

(23) to guarantee loans related to qualified export transactions under 

regulations adopted by the authority;

(24) to provide financing assistance, in cooperation with federal, state, 

and private institutions, as provided in this chapter for small business enterprises;

(25) to make cooperative agreements with the Department o f 

Transportation and Public Facilities, acting on behalf of the international airports 

revenue fund established under AS 37.15.430, to acquire, equip, operate, maintain, 

construct, or install facilities that will enhance the competitiveness of the international 

airports, including a cooperative agreement to lend amounts from the international 

airports [AIRPORT] revenue fund to finance the development or improvement of 

utilities serving the airports;

(26) to screen potential applicants for a new business incentive grant 

and recommend the award of the grants under AS 45.81.020;

(27) to oversee the administration of outstanding grants awarded by the 

Alaska Science and Technology Foundation under former AS 37.17.010 - 37.17.110;

HCS CSSB 23(FIN) -6-
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(28) to oversee the administration of outstanding BIDCO assistance 

grants and loans made by the Alaska Science and Technology Foundation under 

former AS 37.17.200 - 37.17.390;

(29) to guarantee loans made to the Alaska Insurance Guaranty 

Association (AS 21.80.040), with these guarantees limited to loans necessary to make 

the association financially able to meet cash flow needs up to a maximum outstanding 

principal balance at any time of $30,000,000;

(30) with legislative approval and notwithstanding AS 44.88.060, to 

purchase from the Alaska Energy Authority as an investment o f the revolving fund, 

loans of the power project fund established under AS 42.45.010;

(31) to consider, when exercising the powers listed in this section, the 

interests of local governments affected [IMPACTED] by the authority's activities to 

share in the benefits of these activities, with appropriate consideration of the 

authority's ability to meet debt obligations, issue new debt, and fulfill the authority's 

purposes;

(32) to provide development project financing for all or a portion 

of the cost of a development project as provided in AS 44.88.172.

* Sec. 4. AS 44.88.088(a) is amended to read:

(a) The authority shall adopt a policy for payment o f a dividend from the 

revolving fund and a dividend from the Alaska Industrial Development and 

Export Authority sustainable energy transmission and supply development fund 

(AS 44.88.660) to the state each fiscal year [. TE1E AMOUNT OF THE DIVIDEND 

FOR A FISCAL YEAR MAY NOT BE LESS THAN 25 PERCENT NOR MORE 

THAN 50 PERCENT OF THE NET INCOME OF THE AUTHORITY FOR THE 

BASE FISCAL YEAR. IN NO EVENT, HOWEVER, SHALL THE DIVIDEND FOR 

A FISCAL YEAR EXCEED THE TOTAL UNRESTRICTED NET INCOME OF 

THE AUTHORITY FOR THE BASE FISCAL YEAR], The dividends [DIVIDEND] 

for a fiscal year shall be made available by the authority before the end of that fiscal 

year. The authority shall notify the commissioner of revenue when the dividends 

[DIVIDEND] for a fiscal year are [IS] available for appropriation. The amount of the 

dividend payable from the
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(1) revolving fund for a fiscal year may not be less than 25 percent 

nor more than 50 percent of the net income of the revolving fund for the base 

fiscal year; however, in no event, may the dividend payable from the revolving 

fund for a fiscal year exceed the total unrestricted net income of the revolving 

fund for the base year;

(2) Alaska Industrial Development and Export Authority 

sustainable energy transmission and supply development fund (AS 44.88.6601 for 

a fiscal year may not be less than 25 percent nor more than 50 percent of the net 

income o f the Alaska Industrial Development and Export Authority sustainable 

energy transmission and supply development fund for the base fiscal year; 

however, in no event shall the dividend payable from the Alaska Industrial 

Development and Export Authority sustainable energy transmission and supply 

development fund for a fiscal year exceed the total unrestricted net income of the 

Alaska Industrial Development and Export Authority sustainable energy 

transmission and supply development fund for the base year.

* Sec. 5. AS 44.88.088(b)(2) is amended to read:

(2) "net income" means the [AUTHORITY'S] change in net position, 

or the equivalent term under generally accepted accounting principles, of the 

revolving fund or the change in net position of the Alaska Industrial 

Development and Export Authority sustainable energy transmission and supply 

development fund IAS 44.88.660) [ASSETS] as set out in the audited financial 

statements of the authority for the base fiscal year, excluding amounts attributable to 

intergovernmental transfers, capital contributions, grants, or impairment losses on 

development projects financed under AS 44.88.172;

* Sec. 6. AS 44.88.088(b)(3) is amended to read:

(3) "unrestricted net income" means the [AUTHORITY'S] unrestricted 

change in net position, or the equivalent term under generally accepted 

accounting principles, of the revolving fund or the Alaska Industrial 

Development and Export Authority sustainable energy transmission and supply 

development fund (AS 44.88.660) [ASSETS] as set out in the audited financial 

statements of the authority for the base fiscal year, excluding amounts attributable to
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intergovernmental transfers, capital contributions, grants, or impairment losses on 

development projects financed under AS 44.88.172.

* Sec. 7. AS 44.88.105(d) is amended to read:

(d) The chair [CHAIRMAN] o f the authority shall annually, not [NO] later 

than January 2, certify in writing to the governor and the legislature the amount, if  

any, required to restore a capital reserve fund to the capital reserve fund requirement. 

The legislature may appropriate to the authority the amount certified by the chair 

[CHAIRMAN] of the authority. The authority shall deposit the amounts appropriated 

under this subsection during a fiscal year in the proper capital reserve fund. Nothing in 

this section creates a debt or liability o f the state. In this subsection, "capital reserve 

fund" means a capital reserve fund that

(1) is created under this section on or before January 1, 1989;

(2) secures refunding bonds if the refunding bonds are issued to refund 

bonds that are secured by a capital reserve fund created under this section on or before 

January 1, 1989; [OR]

(3) secures bonds issued on or after August 11, 1993a for a power 

transmission intertie; or

(4) secures bonds issued on or after July 1. 2013, for a qualified 

energy development project financed under AS 44.88.650 - 44.88.690,

* Sec. 8. AS 44.88.172(a) is amended to read:

(a) The economic development account is established in the revolving fund. 

The economic development account consists of money or assets appropriated, loaned, 

or transferred to the authority for deposit in the account and other money or assets 

deposited in the account by the authority. While money is on deposit in the economic 

development account, the money may be used [ONLY] to finance, acquire, manage, 

and operate development projects that the authority intends to own and operate or to 

provide development project financing for development projects the authority 

does not intend to own and operate. In this subsection,

(1) "operate" includes operation directly by the authority, by an agent 

of the authority, or by a person as determined under an agreement between the 

authority and other owners of the development project;
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(2) "own" includes ownership by the authority of all or a percentage o f 

a development project or all or a percentage o f the shares of a corporation or 

membership in a limited liability company for which the development project is the 

sole asset o f the corporation or limited liability company.

* Sec. 9. AS 44.88.172 is amended by adding a new subsection to read:

(d) The authority shall adopt regulations to implement this section. The 

regulations may include provisions for the application process, application fees, 

interest rates, other charges and fees, terms, conditions, security, and other 

requirements for development projects the authority undertakes or development 

project financing the authority provides.

* Sec. 10. AS 44.88.900 is amended by adding a new paragraph to read:

(17) "development project financing" means money loaned by the 

authority or a guarantee o f a loan, note, debt, or other financial obligation issued by 

the authority to fund or assist in funding a development project the authority does not 

intend to own and operate.

* Sec. 11. The uncodified law o f the State o f Alaska is amended by adding a new section to 

read:

LEGISLATIVE APPROVAL; FINANCING OF LIQUEFIED NATURAL GAS 

PRODUCTION AND DISTRIBUTION FACILITIES, (a) The Alaska Industrial 

Development and Export Authority, through the Alaska Industrial Development and Export 

Authority sustainable energy transmission and supply development fund (AS 44.88.660), may 

provide financing up to a principal amount of $275,000,000 for the development, 

construction, and installation of, and the start-up costs of operation and maintenance for, a 

liquefied natural gas production plant and system and affiliated infrastructure on the North 

Slope and a natural gas distribution system and affiliated infrastructure in Interior Alaska.

(b) As a part of the financing authorized under (a) o f this section, the Alaska 

Industrial Development and Export Authority may issue bonds under AS 44.88.090 that are 

secured by a capital reserve fund (AS 44.88.105). Notwithstanding AS 44.88.105, in 

establishing a capital reserve fund for the bonds, the authority is not required to determine that 

the capital reserve fund is necessary to enhance the marketability o f the bonds. The authority 

shall manage the capital reserve fund as provided in AS 44.88.105. The principal amount of
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the bonds authorized in this section may not exceed $150,000,000 plus the cost of capitalized 

interest, bond counsel fees, trustee fees, rating fees, financial advisor fees, escrow costs, and 

other bond issuance costs that the authority considers reasonable and appropriate.

(c) Notwithstanding the interest rate requirements o f AS 44.88.159, the interest rate 

the authority may charge for financing authorized under (a) of this section provided from the 

Alaska Industrial Development and Export Authority sustainable energy transmission and 

supply development fund (AS 44.88.660) may not exceed three percent or the current market 

rate for commercial loans at the time the bonds are issued, whichever is less. Notwithstanding 

the interest rate requirements of AS 44.88.159, the interest rate for financing authorized under 

(a) of this section provided from the proceeds o f bonds authorized under this section may not 

exceed the interest rate to be paid on the bonds, plus an allowance that the authority 

establishes for its administrative expenses; however, the allowance for administrative 

expenses may not exceed 25 basis points. Notwithstanding any contrary provision of law, the 

interest rate limitations of this subsection supersede and replace any other requirements of law 

regarding the interest rates that the authority may charge for the financing authorized under

(a) of this section.

(d) The authorization under (a) of this section constitutes legislative approval for the 

authority to exceed the limitations of AS 44.88.690 in providing the financing approved under

(a) of this section. In providing the financing authorized under (a) o f this section, the authority 

may waive any limitations or requirements of its regulations that are otherwise applicable to 

the Alaska Industrial Development and Export Authority sustainable energy transmission and 

supply development fund (AS 44.88.660).

(e) The bonds authorized by this section may not be considered in calculating the 

authority's bonding limitation for a 12-month period under AS 44.88.095(a).

(f) The authorization to issue bonds this section grants expires on June 30, 2018, if  the 

authority does not issue bonds before that date. Expiration o f the authorization to issue bonds 

does not affect bonds that the authority issues under this section before July 1, 2018.

(g) In this section,

(1) "authority" means the Alaska Industrial Development and Export

Authority;

(2) "financing" means any method or combination of methods of providing
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HOUSE CS FOR CS FOR SENATE BILL NO. 23(FIN)

IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-EIGHTH LEGISLATURE - FIRST SESSION

BY THE HOUSE FINANCE COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL 

FOR AN ACT ENTITLED 

"An Act relating to development project financing by the Alaska Industrial 

Development and Export Authority; relating to the dividends from the Alaska 

Industrial Development and Export Authority; relating to the meaning of 'net income' 

and 'unrestricted net income' for purposes of the Alaska Industrial Development and 

Export Authority; authorizing the Alaska Industrial Development and Export Authority 

to provide financing and issue bonds for a liquefied natural gas production system and 

natural gas distribution system; and providing for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.88.010(a) is amended to read:

(a) The legislature finds, determines, and declares that

(1) there exist areas of the state in which seasonal and nonseasonal 

unemployment exists;

(2) this unemployment is a serious menace to the health, safety, and
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general welfare, not only to the people in those areas, but also to the people of the 

entire state;

(3) the state lacks the basic manufacturing, industrial, energy, export, 

small business, and business enterprises and the other facilities referred to in this 

subsection necessary to permit adequate development o f its natural resources and the 

balanced growth of its economy;

(4) the establishment and expansion o f industrial, manufacturing, 

energy, export, small business, and business enterprises in the state and the other 

facilities referred to in this subsection are essential to the development o f the natural 

resources and the long-term economic growth of the state, and will directly and 

indirectly alleviate unemployment in the state;

(5) the expansion of export trade is vital to the health and growth o f the 

state's economy;

(6) many state businesses could benefit from additional financial and 

technical assistance with respect to the exportation of their products and services;

(7) the Export-Import Bank of the United States has been mandated by 

the Export-Import Bank Act Amendments o f 1983 to provide technical assistance and 

export financing support to small businesses in cooperation with state export finance 

agencies;

(8) Alaska-based exporters can be effectively assisted through the 

establishment, as part of the Alaska Industrial Development and Export Authority, of 

an export financing program designed to work with the Export-Import Bank of the 

United States and other federal, state, and private institutions;

(9) the achievement o f the goal o f full employment [,] and of 

establishment and continuing operation and development o f industrial, manufacturing, 

energy, export, small business, and business enterprises in the state will be accelerated 

and facilitated by the creation o f an instrumentality o f the state with powers to incur 

debt, to own and operate facilities, and to make and insure loans to finance and to 

assist private lenders to make loans to finance the establishment, operation, and 

development of industrial, manufacturing, energy, export, small business, and business 

enterprises;
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(10) it is in the public interest to promote the prosperity and general 

welfare of all citizens of the state by

(A) stimulating commercial and industrial growth and 

expansion by encouraging an increase o f private investment by banks, 

investment houses, insurance companies, and other financial institutions, 

including pension and retirement funds, to help satisfy the need for economic 

expansion;

(B) encouraging the production of raw materials and goods for 

export, the expansion of exports and raw materials and goods, and the 

rendering of services abroad by residents of the state through the establishment 

of a program that provides financial assistance in cooperation with federal, 

state, and private institutions for these purposes in the form provided in this 

chapter;

(C) creating the Alaska Industrial Development and Export 

Authority with the powers necessary to accomplish the objectives stated in this 

paragraph, including the power to issue taxable and tax-exempt bondsj [AND] 

to acquire ownership interests in projects, and to provide development 

project financing as provided in this chapter;

(11) it is in the state's interest to import private capital to create new 

economic activity that [WHICH] would not otherwise take place in the state.

* Sec. 2. AS 44.88.070 is amended to read:

Sec. 44.88.070. Purpose of the authority. The purpose of the authority is to 

promote, develop, and advance the general prosperity and economic welfare of the 

people of the state [ALASKA], to relieve problems of unemployment, and to create 

additional employment by

(1) providing various means o f financing and means of facilitating the 

financing, in cooperation with federal, state, and private institutions, of industrial, 

manufacturing, export, small business, and business enterprises and the other facilities 

referred to in AS 44.88.010(a) in the state;

(2) owning and operating or providing development project 

financing for the enterprises and other facilities described in AS 44.88.172;
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(3) fostering the expansion of exports o f [ALASKA] goods, services, 

and raw materials of the state;

(4) cooperating and acting in conjunction with other organizations, 

public and private, the objects of which are the promotion and advancement o f export 

trade activities in the state;

(5) establishing a source of funding credit guarantees and insurance, 

not otherwise available, to support export development;

(6) providing and cooperating or participating with federal, state, and 

private institutions to provide actual and potential state [ALASKA] exporters, 

particularly small- and medium-sized exporters, with financial assistance in support o f 

export transactions.

* Sec. 3. AS 44.88.080 is amended to read:

Sec. 44.88.080. Powers of the authority. In furtherance of its corporate 

purposes, the authority has the following powers in addition to its other powers:

(1) to sue and be sued;

(2) to have a seal and alter it at pleasure;

(3) to make and alter bylaws for its organization and internal

management;

(4) to adopt regulations governing the exercise o f its corporate powers;

(5) to acquire an interest in a project as necessary or appropriate to 

provide financing for the project, whether by purchase, gift, or lease;

(6) to lease to others a project acquired by it for the rentals and upon 

the terms and conditions the authority may consider advisable, including, without 

limitation, provisions for options to purchase or renew;

(7) to issue bonds and otherwise to incur indebtedness, in accordance 

with AS 44.88.090, in order to pay the cost of a project or development projects or in 

order to provide money for the authority's purposes under this chapter; the authority 

may also secure payment of the bonds or other indebtedness as provided in this 

chapter;

(8) to sell, by installment sale or otherwise, exchange, donate, convey, 

or encumbe^ in any manner by mortgage or by creation of any other security interest,
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real or personal property owned by it, or in which it has an interest, including a 

project, when, in the judgment o f the authority, the action is in furtherance of its 

corporate purposes;

(9) to accept gifts, grants, or loans from, and enter into contracts or

other transactions regarding them [,] withj a federal agencyj [OR] an agency or

instrumentality o f the state, a municipality, a private organization, or other source;

(10) to deposit or invest its funds, subject to agreements with

bondholders;

(11) to enter into contracts or agreements with respect to the exercise

of any of its powers, and do all things necessary or convenient to carry out its

corporate purposes and exercise the powers granted in this chapter;

(12) to purchase or insure loans to finance the costs o f manufacturing, 

industrial, and business enterprise projects;

(13) to enter into loan agreements with respect to one or more projects 

upon the terms and conditions the authority considers advisable;

(14) to acquire, manage, and operate projects as the authority considers 

necessary or appropriate to serve a public purpose;

(15) to assist private lenders to make loans to finance the costs of 

projects through loan commitments, short-term financing, or otherwise;

(16) to accept gifts, grants, or loans from a federal agency, from an 

agency or instrumentality o f the state or of a municipality, or from any other source;

(17) to enter into contracts or other transactions with a federal agency, 

with an agency or instrumentality of the state or of a municipality, or with a private 

organization or other entity consistent with the exercise o f any power under this 

chapter;

(18) to facilitate the expansion o f a secondary market for the resale of 

federally or commercially insured loans made to finance the costs o f projects in the 

state [ALASKA] held by federal and state chartered financial institutions or by the 

Alaska Commercial Fishing and Agriculture Bank;

(19) to charge fees or other forms of remuneration for the use or 

possession of the projects described in (14) o f this section in accordance with the
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agreements described in (11) and (17) of this section, other agreements pertaining to 

the projects, covenants, or representations made in bond documents pertaining to the 

projects, or regulations of the authority pertaining to the projects;

(20) to participate with government or private industry in programs for 

technical assistance, loans, technology, transfer, or other programs related to the 

exportation o f [ALASKA] goods, services, or raw materials of the state with respect 

to its financing activities;

(21) to provide export finance training for office staff and other 

individuals involved in export finance assistance, including the training sessions that 

may be provided by the United States Export-Import Bank or other organizations;

(22) to coordinate to the maximum extent possible its efforts to 

promote the export o f [ALASKA] goods, services, and raw materials of the state with 

programs and goals of the United States Export-Import Bank, the International Trade 

Administration of the United States Department of Commerce, the Foreign Credit 

Insurance Association, and other private and public programs designed to provide 

export assistance and export-related financing;

(23) to guarantee loans related to qualified export transactions under 

regulations adopted by the authority;

(24) to provide financing assistance, in cooperation with federal, state, 

and private institutions, as provided in this chapter for small business enterprises;

(25) to make cooperative agreements with the Department of 

Transportation and Public Facilities, acting on behalf of the international airports 

revenue fund established under AS 37.15.430, to acquire, equip, operate, maintain, 

construct, or install facilities that will enhance the competitiveness o f the international 

airports, including a cooperative agreement to lend amounts from the international 

airports [AIRPORT] revenue fund to finance the development or improvement of 

utilities serving the airports;

(26) to screen potential applicants for a new business incentive grant 

and recommend the award of the grants under AS 45.81.020;

(27) to oversee the administration of outstanding grants awarded by the 

Alaska Science and Technology Foundation under former AS 37.17.010 - 37.17.110;
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(28) to oversee the administration of outstanding BIDCO assistance 

grants and loans made by the Alaska Science and Technology Foundation under 

former AS 37.17.200 - 37.17.390;

(29) to guarantee loans made to the Alaska Insurance Guaranty 

Association (AS 21.80.040), with these guarantees limited to loans necessary to make 

the association financially able to meet cash flow needs up to a maximum outstanding 

principal balance at any time of $30,000,000;

(30) with legislative approval and notwithstanding AS 44.88.060, to 

purchase from the Alaska Energy Authority as an investment of the revolving fund, 

loans of the power project fund established under AS 42.45.010;

(31) to consider, when exercising the powers listed in this section, the 

interests o f local governments affected [IMPACTED] by the authority's activities to 

share in the benefits of these activities, with appropriate consideration of the 

authority's ability to meet debt obligations, issue new debt, and fulfill the authority's 

purposes;

(32) to provide development project financing for all or a portion 

of the cost of a development project as provided in AS 44.88.172.

* Sec. 4. AS 44.88.088(a) is amended to read:

(a) The authority shall adopt a policy for payment of a dividend from the 

revolving fund and a dividend from the Alaska Industrial Development and 

Export Authority sustainable energy transmission and supply development fund 

(AS 44.88.660) to the state each fiscal year [. THE AMOUNT OF THE DIVIDEND 

FOR A FISCAL YEAR MAY NOT BE LESS THAN 25 PERCENT NOR MORE 

THAN 50 PERCENT OF THE NET INCOME OF THE AUTHORITY FOR THE 

BASE FISCAL YEAR. IN NO EVENT, HOWEVER, SHALL THE DIVIDEND FOR 

A FISCAL YEAR EXCEED THE TOTAL UNRESTRICTED NET INCOME OF 

THE AUTHORITY FOR THE BASE FISCAL YEAR], The dividends [DIVIDEND] 

for a fiscal year shall be made available by the authority before the end of that fiscal 

year. The authority shall notify the commissioner o f revenue when the dividends 

[DIVIDEND] for a fiscal year are [IS] available for appropriation. The amount of the 

dividend payable from the
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nor more than 50 percent of the net income of the revolving fund for the base 

fiscal year; however, in no event, may the dividend payable from the revolving 

fund for a fiscal year exceed the total unrestricted net income of the revolving 

fund for the base year;

(2) Alaska Industrial Development and Export Authority 

sustainable energy transmission and supply development fund (AS 44.88.660) for 

a fiscal year may not be less than 25 percent nor more than 50 percent o f the net 

income of the Alaska Industrial Development and Export Authority sustainable 

energy transmission and supply development fund for the base fiscal year; 

however, in no event, shall the dividend payable from the Alaska Industrial 

Development and Export Authority sustainable energy transmission and supply 

development fund for a fiscal year exceed the total unrestricted net income of the 

Alaska Industrial Development and Export Authority sustainable energy 

transmission and supply development fund for the base year.

* Sec. 5. AS 44.88.088(b)(2) is amended to read:

(2) "net income" means the [AUTHORITY'S] change in net position, 

or the equivalent term under generally accepted accounting principles, of the 

revolving fund or the change in net position of the Alaska Industrial 

Development and Export Authority sustainable energy transmission and supply 

development fund (AS 44.88.660) [ASSETS] as set out in the audited financial 

statements o f the authority for the base fiscal year, excluding amounts attributable to 

intergovernmental transfers, capital contributions, grants, or impairment losses on 

development projects financed under AS 44.88.172;

* Sec. 6. AS 44.88.088(b)(3) is amended to read:

(3) "unrestricted net income" means the [AUTHORITY'S] unrestricted 

change in net position, or the equivalent term under generally accepted 

accounting principles, of the revolving fund or the Alaska Industrial 

Development and Export Authority sustainable energy transmission and supply 

development fund (AS 44.88.660) [ASSETS] as set out in the audited financial 

statements of the authority for the base fiscal year, excluding amounts attributable to

HCS CSSB 23(FIN) -8-
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intergovernmental transfers, capital contributions, grants, or impairment losses on 

development projects financed under AS 44.88.172.

* Sec. 7. AS 44.88.105(d) is amended to read:

(d) The chair [CHAIRMAN] o f the authority shall annually, not [NO] later 

than January 2, certify in writing to the governor and the legislature the amount, if 

any, required to restore a capital reserve fund to the capital reserve fund requirement. 

The legislature may appropriate to the authority the amount certified by the chair 

[CHAIRMAN] of the authority. The authority shall deposit the amounts appropriated 

under this subsection during a fiscal year in the proper capital reserve fund. Nothing in 

this section creates a debt or liability o f the state. In this subsection, "capital reserve 

fund" means a capital reserve fund that

(1) is created under this section on or before January 1, 1989;

(2) secures refunding bonds if the refunding bonds are issued to refund 

bonds that are secured by a capital reserve fund created under this section on or before 

January 1, 1989; [OR]

(3) secures bonds issued on or after August 11, 1993, for a power 

transmission intertie; or

(4) secures bonds issued on or after July 1, 2013, for a qualified 

energy development project financed under AS 44.88.650 - 44.88.690.

* Sec. 8. AS 44.88.172(a) is amended to read:

(a) The economic development account is established in the revolving fund. 

The economic development account consists of money or assets appropriated, loaned, 

or transferred to the authority for deposit in the account and other money or assets 

deposited in the account by the authority. While money is on deposit in the economic 

development account, the money may be used [ONLY] to finance, acquire, manage, 

and operate development projects that the authority intends to own and operate or to 

provide development project financing for development projects the authority 

does not intend to own and operate. In this subsection,

(1) "operate" includes operation directly by the authority, by an agent 

of the authority, or by a person as determined under an agreement between the 

authority and other owners of the development project;

-9- HCS CSSB 23(FIN)
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(2) "own" includes ownership by the authority of all or a percentage o f 

a development project or all or a percentage of the shares o f a corporation or 

membership in a limited liability company for which the development project is the 

sole asset o f the corporation or limited liability company.

* Sec. 9. AS 44.88.172 is amended by adding a new subsection to read:

(d) The authority shall adopt regulations to implement this section. The 

regulations may include provisions for the application process, application fees, 

interest rates, other charges and fees, terms, conditions, security, and other 

requirements for development projects the authority undertakes or development 

project financing the authority provides.

* Sec. 10. AS 44.88.900 is amended by adding a new paragraph to read:

(17) "development project financing" means money loaned by the 

authority or a guarantee of a loan, note, debt, or other financial obligation issued by 

the authority to fund or assist in funding a development project the authority does not 

intend to own and operate.

* Sec. 11. The uncodified law of the State of Alaska is amended by adding a new section to 

read:

LEGISLATIVE APPROVAL; FINANCING OF LIQUEFIED NATURAL GAS 

PRODUCTION AND DISTRIBUTION FACILITIES, (a) The Alaska Industrial 

Development and Export Authority, through the Alaska Industrial Development and Export 

Authority sustainable energy transmission and supply development fund (AS 44.88.660), may 

provide financing up to a principal amount o f $275,000,000 for the development, 

construction, and installation of, and the start-up costs of operation and maintenance for, a 

liquefied natural gas production plant and system and affiliated infrastructure on the North 

Slope and a natural gas distribution system and affiliated infrastructure i^Jpierior Alaska.

(b) As a part o f the financing authorized under (a) of this section, the Alaska 

Industrial Development and Export Authority may issue bonds under AS 44.88.090 that are 

secured by a capital reserve fund (AS 44.88.105). Notwithstanding AS 44.88.105, in 

establishing a capital reserve fund for the bonds, the authority is not required to determine that 

the capital reserve fund is necessary to enhance the marketability o f the bonds. The authority 

shall manage the capital reserve fund as provided in AS 44.88.105. The principal amount of

HCS CSSB 23(FIN) -10-
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the bonds authorized in this section may not exceed $150,000,000 plus the cost of capitalized 

interest, bond counsel fees, trustee fees, rating fees, financial advisor fees, escrow costs, and 

other bond issuance costs that the authority considers reasonable and appropriate.

(c) Notwithstanding the interest rate requirements of AS 44.88.159, the interest rate 

the authority may charge for financing authorized under (a) of this section provided from the 

Alaska Industrial Development and Export Authority sustainable energy transmission and 

supply development fund (AS 44.88.660) may not exceed three percent or the current market 

rate for commercial loans at the time the bonds are issued, whichever is less. Notwithstanding 

the interest rate requirements of AS 44.88.159, the interest rate for financing authorized under 

(a) o f this section provided from the proceeds o f bonds authorized under this section may not 

exceed the interest rate to be paid on the bonds, plus an allowance that the authority 

establishes for its administrative expenses; however, the allowance for administrative 

expenses may not exceed 25 basis points. Notwithstanding any contrary provision o f law, the 

interest rate limitations of this subsection supersede and replace any other requirements o f law 

regarding the interest rates that the authority may charge for the financing authorized under 

(a) o f this section.

(d) The authorization under (a) of this section constitutes legislative approval for the 

authority to exceed the limitations of AS 44.88.690 in providing the financing approved under 

(a) o f this section. In providing the financing authorized under (a) of this section, the authority 

may waive any limitations or requirements o f its regulations that are otherwise applicable to 

the Alaska Industrial Development and Export Authority sustainable energy transmission and 

supply development fund (AS 44.88.660).

(e) The bonds authorized by this section may not be considered in calculating the 

authority's bonding limitation for a 12-month period under AS 44.88.095(a).

(f) The authorization to issue bonds this section grants expires on June 30, 2018, if the 

authority does not issue bonds before that date. Expiration of the authorization to issue bonds 

does not affect bonds that the authority issues under this section before July 1, 2018.

(g) In this section,

(1) "authority" means the Alaska Industrial Development and Export

Authority;

(2) "financing" means any method or combination o f methods of providing

-11- HCS CSSB 23(FIN)
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2

1 funds for a qualified energy development project under AS 44.88.650 - 44.88.690. 

* Sec. 12. This Act takes effect immediately under AS 01.10.070(c).

L
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State of Alaska 
2013 Legislative Session

Fiscal Note

Identifier: SB023CS(L&C)-DCCED-AIDEA-03-05-13
Title: AIDEA: LNG PROJECT; DIVIDENDS; FINANCING

Sponsor: RLS BY REQUEST OF THE GOVERNOR

Requester: Senate Finance

Bill Version: CSSB 23(FIN)

Fiscal Note Number: 3

(S) Publish Date: 3/6/13

Department: Fund Capitalization 

Appropriation: Fund Capitalization 

Allocation: AIDEA Sustainable Energy Transmissions

Supply Development Fund 
OMB Component Number: 3036

Expenditures/Revenues

FY2014
Appropriation

Requested

Included in 
Governor's 

FY2014 
Request

Out-Year Cost Estimates

OPERATING EXPENDITURES FY 2014 FY 2014 FY 2015 FY 2016 FY 2017 FY 2018 FY 2019
Personal Services
Travel
Services
Commodities
Capital Outlay
Grants & Benefits
Miscellaneous 125,000.0
Total Operating 0.0 125,000.0 0.0 0.0 0.0 0.0 0.0

Fund Source (Operating Only
1213 AHCC 125,000,0
Total 0.0 125,000.0 0.0 0.0 0.0 0.0 0.0

Positions
Full-time
Part-time
Temporary

| Change in Revenues

Estimated SUPPLEMENTAL (FY2013)yost: 0.0

Estimated CAPITAL (FY2014) cost: /  50,000.0

ASSOCIATED REGULATIONS
Does the bill direct, or will the bill 
If yes, by what date are the regul

isult in, regulation changes adopted by your agency? 
itions to be adopted, amended or repealed?

Yes
12/01/13

Why this fiscal note differs from previous version:
This fiscal note separates the fund capitalization and capital appropriation needed as part of the proposed AIDEA LNG financing 
package from the operating impacts on AIDEA. The Governors FY14 budget requests a transfer of $125 million from the Alaska 
Housing Capital Corporation fund to capitalize the Sustainable Energy Transmission and Supply Development Fund. The Governor's 
FY14 capital budget also includes a $50 million request as part of the financing package.

Prepared By: 
Division 
Approved By:

Ted Leonard, Executive Director
Alaska Industrial Development and Export Authority
JoEllen Hanrahan, Director

Phone: (907)771-3000
Date: 03/05/2013 07:30 PM
Date: 03/05/13

Administrative Services Division
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FISCAL NOTE ANALYSIS #3

STATE OF ALASKA BILL NO. CSSB 23(FIN)___________

2013 LEGISLATIVE SESSION

Analysis

INTERIOR ENERGY PLAN
This bill provides AIDEA financing in support o f the Energy Plan. Specifically, SB 23 authorizes AIDEA to  provide up 
to $275 million in financing fo r a natural gas liquefaction plant and affiliated infrastructure on the North Slope, as 
well as providing fo r the financing of liquid natural gas (LNG) distribution systems under the sustainable energy 
transmission and supply fund (SETS) established under AIDEA.

This financing authorized under this bill includes: 1) authorization fo r AIDEA to provide financing through the 
issuance o f up to  $150 million in bonds fo r the project, with the bonds to be secured by a capital reserve fund and 
2) authorization fo r AIDEA to  provide direct financing of $125 million out o f the money provided through the 
amended operating budget fo r the SETS fund. To help ensure lower energy rates fo r Alaskans are achieved, the bill 
limits the interest rates that AIDEA can charge fo r direct SETS financing at 3%.

The entire $355 million financing plan fo r the Interior Energy plan includes:
$50 million appropriation to AIDEA (provided in the capital budget), $125 million from SETS direct financing 
(provided in the amended operating budget), $150 million in bond proceeds from bond authorization provided in 
this legislation, and $30 million in natural gas storage credits (provided in previously passed legislation.)

Attached is a spreadsheet tha t provides a comprehensive summary of the fiscal impact of SB 23.

(Revised 1/15/2013 OMB) Page 2 of 3



Fiscal Note Analysis #3 Bill No. CSSB 23(FIN)

F is c a l  N o t e s  f o r  S B 2 3  ( A ID E A :  L N G  P r o je c t s ;  D iv i d e n d s ;  F in a n c in g )

I I I
D irec t F in a c ing  (N ot re la ted  to  In te rio r Energy P lan)

FY14 FY15 FY16 FY17 FY18 FY19
Cost to  A IDEA

AIDEA Receipts 2 0 0 1 5 0 1 5 0 1 5 0 1 5 0 1 5 0
Preparation of regulations 50 - . - . .
Underwriting (includes 200.0 operating request) 150 150 150 150 150 150

SETS Fund - - - - - -

GF Cost - - - - . _

I
Revenue to A IDEA 1,400.0 1,400.0 1,400.0 1,400.0 1,400.0 1,400.0

i
GF Revenue Dividends to State -  impact for FY 16 from  FY 14 revenues) 600 625 625 625

1
Gas P la n t and S to rage

FY14 FY15 FY16 FY17 FY18 FY19

Cost to A IDEA 7 5 0 5 0 0 3 0 0 2 0 0 - -

Coordination and evaluation 750 - - . . _
Construction management 500 300 200 - .

GF Cost 1 7 5 ,0 0 0 - - - - -
Capital Appropriation for Equity Stake 50,000
Capitalize SETS Fund 125,000

........... .......... ..................  . . .  . . .  ..
Revenue to A IDEA - - 1 ,8 7 5 3 ,7 1 1 3 ,6 3 1 3 ,5 4 8

Interest on Direct Financing of Interior Energy Plan (SETS ) - 1,875.0 3,710.5 3,630.5 3,548.0

GF Revenue (Dividends to  State -  impact for FY 16 from FY 14 revenues) . . .  (375) (250) 788 1,755

I I
T ra n s m is s io n  and D is tr ib u tio n  (D ebt Service on  $150m b on ds  issued  at 

3%  fo r  30 ye a rs , w ith  p aym en ts  de layed  u n til FY16) FY14 FY15 FY16 FY17 FY18 FY19

Cost to  A IDEA - - - - - -

AIDEA Receipts - - - -
SETS Fund - - - - - _

GF Cost - - - - - -

I
Revenue to AIDEA - - 1 8 8 3 7 4 3 7 1 3 6 9

AIDEA Receipts (Adm inistrative fee added to  bond interest rate) - - 188 374 371 369

_  J _______  _________  . ..............................................
GF Revenue (D ividends to State -  impact for FY 16 from  FY 14 revenues) - - - - 94 187

.. .  _ ........ .................. ......................................... ............................................._ _ ...........................
P riva te  Investm ent ($70m fo r  9BCF p la n t-e x p a n s io n  w il l be fu l ly  funded  

b y  a d d itio n a l p riva te  investm ent) FY14 FY15 FY16 FY17 FY18 FY19
70,000 - - - - -

S um m ary
FY14 FY15 FY16 FY17 FY18 FY19 FY14-FY19

I
GF C o s t 1 7 5 ,0 0 0 - - - - - 1 7 5 ,0 0 0

Capita lize SETS Fund (SETS Fund Capitalization Note) 125,000 - - - - - 125,000
Capita l Appropriation for Equity S take (AIDEA Note) 50,000 - - - - - 50,000

i
A ID EA C o s t

D irect Financing (AIDEA Note) 950 650 450 350 150 150 2,700

i i
A ID EA Revenue (A IDEA N ote-ana lys is  on ly) 1 ,4 0 0 1 ,4 0 0 3 ,4 6 3 5 ,4 8 5 5 ,4 0 2 5 ,3 1 7 2 2 ,4 6 5

A ID EA Receipts 1,400 1,400 1,588 1,774 1,771 1,769 9,701
SETS Fund - - 1,875 3,711 3,631 3,548 12,764

i
GF R evenue-D iv idends to  S ta te  (A IDEA Note) - - 225 375 1,506 2,567 4,674

1 1 i
F isca l No tes

FY14 FY15 FY16 FY17 FY18 FY19 FY14-FY19
AIDEA

Direct Financing (AIDEA Receipts) 950.0 650.0 450.0 350.0 150.0 150.0 2,700.0
GF Revenue-Dividends to  State (GF) - - 225.0 375.0 1,506.3 2,567.3 4,673.5

l l
C a p ita lize  SETS Fund (GF) 125,000.0 - - - - - 125,000.0

Capital Appropriation for Equity S take (GF) 50,000.0 - - - - - 50,000.0

i
To ta l C o s ts 175,950.0 650.0 450.0 350.0 150.0 150.0 177,700.0

“  | ' |
To ta l GF Revenue im pact - - 225.0 375.0 1,506.3 2,567.3 4,673.5

!

3 05 13 SB23 Gas in FBX-AIDEA LFD(1).xls Prepared by A IDEA in collaboration w ith Legislative Finance Division 3/5/2013
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State of Alaska 
2013 Legislative Session

Fiscal Note
Bill Version:

Fiscal Note Number: 
(H) Publish Date:

HCS CSSB 23(L&C)

3/20/13

Identifier: HCSCSSB23(L&C)-DCCED-AIDEA-03-18-13
Title: AIDEA: LNG PROJECT; DIVIDENDS; FINANCING

Sponsor: RLS BY REQUEST OF THE GOVERNOR

Requester: House Labor & Commerce

Department: Department of Commerce, Community and

Economic Development 
Appropriation: Alaska Industrial Development ant) 

Authority

Allocation: Alaska Industrial Development and Export
Authority 

OMB Component Number: 123

Expenditures/Revenues

FY2014
Appropriation

Requested

Included in 
Governor's 

FY2014 
Request

.

'■ Out-Year Cost Estimates
/

OPERATING EXPENDITURES FY 2014 FY 2014 FY 2015 / F Y  2016 FY 2017 FY 2018 FY 2019
Personal Services
Travel
Services
Commodities
Capital Outlay
Grants & Benefits
Miscellaneous

/
750.0 50Qf0 300.0 200.0

/

Total Operating 750.0 0.0 500.0 300.0 200.0 0.0 0.0

Fund Source (Operating Only
1102 AIDEA Rcpt 750.0 / 500.0 300.0 200.0
Total 750.0 /o .o 500.0 300.0 200.0 0.0 0.0

Positions
Full-time
Part-time
Temporary

1 .
/

0 .01 (375.0)| (250.0)|| Change in Revenues 881.3 1,942.3

Estimated SUPPLEMENTAL (FY2013)/ost: 0.0

Estimated CAPITAL (FY2014) cost: /  50,000.0

ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? 
If yes, by what date are the regulations to be adopted, amended or repealed?

Why this fiscal note differs from previous version:____________________

Yes
12/01/13

This version updates operatihg expenditure amounts, fund source amounts, and the revenues to the State from AIDEA's dividend 
based on House CS removing the Direct Financing language from SB 23 CS(L&C).

Prepared By: 
Division 
Approved By:

Ted Leonard, Executive Director
Alaska Industrial Development and Export Authority
JoEilen Hanrahan, Director

Phone: (907)771-3000
'Date: 03/18/2013 11:15 AM
'Date: 03/18/13

Administrative Services Division

Printed 3/18/2013 Page 1 of 3



FISCAL NOTE ANALYSIS #4

STATE OF ALASKA BILL NO. HCS CSSB 23(L&C)
2013 LEGISLATIVE SESSION

Analysis

House CS for CS Senate Bill No. 23 (L&C) has tw o distinct purposes related to AIDEA programs:

AIDEA TECHNICAL CHANGE
This bill makes a technical change in AS 44.88.088 to accommodate changes required by the Governmental 
Accounting Standards Board (GASB) to the Authority's audited financial statements. The calculation method fo r 
AIDEA's dividend will not change and no fiscal impact is expected.

INTERIOR ENERGY PLAN
This bill provides AIDEA financing in support o f the Energy Plan. Specifically, SB 23 authorizes AIDEA to provide up 
to $275 million in financing fo r a natural gas liquefaction plant and affiliated infrastructure on the North Slope, as 
well as providing for the financing of liquid natural gas (LNG) distribution systems under the sustainable energy 
transmission and supply fund (SETS) established under AIDEA.

This financing authorized under this bill includes: 1) authorization for AIDEA to provide financing through the 
issuance of up to  $150 million in bonds fo r the project, with the bonds to  be secured by a capital reserve fund and 
2) authorization fo r AIDEA to  provide direct financing o f $125 million out of the money provided through the 
amended operating budget fo r the SETS fund. To help ensure lower energy rates fo r Alaskans are achieved, the bill 
limits the interest rates that AIDEA can charge for direct SETS financing at 3%.

In FY 2014, 750.0 is needed fo r contractual services to coordinate project partners, complete the financing 
agreements to fund the LNG project, and perform technical evaluations on project proposals. AIDEA projects that 
the administrative expenses fo r project construction management oversight for the LNG production and 
distribution system will require 500.0 in FY 2015, 300.0 in FY 2016, and 200.0 in FY 2017.

The project management expenses forecasted will be offset by AIDEA's income stream allowed under Sec. 10 (c) of 
SB23 and by the interest revenue earned o ff the sets loan both which will start in FY 2016. AIDEA estimates the 
annual income stream from the 25 basis point allowance and interest revenue will generate approximately 
$2,063.0 in FY 2016, $4,084.5 in FY 2017, $4,001.5 in FY 2018, and $3,917.0 in FY 2019 w ith that revenue 
decreasing in subsequent years based on payments made on the principal of the financing over the estimated life 
o f the financing.

The Change in Revenues reflects General Fund revenues to the state generated from AIDEA dividends. AIDEA 
Dividend is calculated from "base year" which is two years prior to  current year, fo r example: FY 16 dividend 
calculation will be based on FY 14 net revenues. The dividends earned to the state will be negative in FY 16 and FY 
17 due to the fact that there will be no revenues generated from the project to offset cost in FY 2014 and FY 2015. 
Starting in FY 2018, revenues will more than offset project expenses and will remain that way for the life o f the 
financing.

The entire $355 million financing plan fo r the Interior Energy plan includes:

$50 million appropriation to AIDEA (provided in the capital budget), $125 million from SETS direct financing 
(provided in the amended operating budget), $150 million in bond proceeds from bond authorization provided in 
this legislation, and $30 million in natural gas storage credits (provided in previously passed legislation.)

(Revised 1/15/2013 OMB) Page 2 of 3



Fiscal Note No. 4
HCS CSSB 23(L&C)

F is c a l  N o t e s  f o r  S B 2 3  ( A I D E A :  L N G  P r o je c t s ;  D iv i d e n d s ;  F in a n c in g )

I I I
D ire c t F inancing  (N ot re la ted  to  In te r io r E ne rg y  P lan)

FY14 FY15 FY16 FY17 FY18 FY19
C ost to A IDEA

AIDEA Receipts - - - - - -

Preparation o f regulations
Underwriting (includes 200.0 operating request)

SETS Fund - - - - - -

GF Cost - - - - - -

. . . . .  I
Revenue to A IDEA - - - - -

I I
G F Revenue (D ividends to  State -  impact for FY 16 from FY 14 revenues) - - - -

i i
G as P la n t and  S to rage

FY14 FY15 FY16 FY17 FY18 FY19

C ost to A IDEA 7 5 0 5 0 0 3 0 0 2 0 0 - -

Coordination and evaluation 750 - - - - -
Construction management 500 300 200 - -

G F Cost 1 7 5 ,0 0 0 - - - - -

Capital Appropriation for Equity Stake 50,000
Capitalize SETS Fund 125,000

i
Revenue to A ID EA - - 1 ,8 7 5 3 ,7 1 1 3 ,6 3 1 3 ,5 4 8

Interest on Direct Financing of Interior Energy Plan (SETS ) - 1,875.0 j 3,710.5 3,630.5 3,548.0

GF Revenue (D ividends to  State -  im pact for FY 16 from FY 14 revenues) (375) r  (250) 788 1,755

i I ' '  " "  ■
T ra n s m is s io n  and D is tr ib u t io n  (D eb t S erv ice  o n  $150m bonds issu ed  at 
3% fo r  30 years, w ith  paym en ts  de layed  u n til FY16) FY14 FY15 FY16 FY17 FY18 FY19

Cost to A ID EA - - - - - -

A ID EA Receipts - - - -
SETS Fund - - - - - -

G F Cost - - - - - -

I
Revenue to  A IDEA - - 1 8 8 3 7 4 3 71 3 6 9

AIDEA Receipts (Adm inistrative fee added to bond in terest rate) - - 188 374 371 369

GF Revenue (D ividends to State -  im pact for FY 16 from FY 14 revenue; - - - - 94 187

P riva te  Inve s tm e n t ($70m  fo r  9BCF p la n t—expa ns ion  w ill be fu l ly  funded  
by a d d itio n a l p riv a te  in ves tm en t) FY14 FY15 FY16 FY17 FY18 FY19

70,000 - - - - -

S um m a ry
FY14 FY15 FY16 FY17 FY18 FY19 FY14-FY19

I
GF C o s t 1 7 5 ,0 0 0 - - - - - 1 7 5 ,0 0 0

Capitalize SETS Fund (SETS Fund Capitalization Note) 125,000 - - - - - 125,000
Capital Appro priation fo r Equity S take (AIDEA Note) 50,000 - - - - - 50,000

l "
A ID EA  C ost

Project Evaluation and M anagem ent Cost (AIDEA Note) 750 500 300 200 - - 1,750

. l  ! .____  . . .... .
A ID EA  Revenue (A ID E A  N o te -ana lys is  o n ly ) - - 2 ,0 6 3 4 ,0 8 5 4 ,0 0 2 3 ,9 1 7 1 4 ,0 6 5

A IDEA Receipts - - 188 374 371 369 1,301
SETS Fund - - 1,875 3,711 3,631 3,548 12,764

GF R evenue-D iv idends to  S ta te  (A IDEA Note - - (375) (250) 881 1,942 2,199

i
F isca l Notes

FY14 FY15 FY16 FY17 FY18 FY19 FY14-FY19
AIDEA

Project Evaluation and M anagem ent (AIDEA Receipts) 750.0 500.0 300.0 200.0 - - 1,750.0
GF Revenue-Dividends to State (GF) - - (375.0) (250.0) 881.3 1,942.3 2,198.5

I I
C a p ita lize  SETS Fund (GF) 125,000.0 - - - - - 125,000.0

Capital Appro Driation fo r Equity Stake (GF) 50,000.0 - - - - - 50,000.0

T o ta l C os ts 175,750.0 500.0 300.0 200.0 - - 176,750.0

i______ i .
T o ta l G F Revenue Im pact - - (375.0) (250.0) 881.3 1,942.3 2,198.5

_ T  .......................  . . . . . . .
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Alaska industrial Development 
and Export Authority

■ D  ENERGY AUTHORITY

April 4, 2013

The Honorable Alan Austerman 
Co-Chair, House Finance Committee 
State Capitol, Room 505 
Juneau, AK 99801-3100

The Honorable Bill Stoltze 
Co-Chair, House Finance Committee 
State Capitol, Room 515 
Juneau, AK 99801-3100

RE: SB 23 AIDEA and AEA Follow-up

Dear Representatives Austerman and Stoltze:

This letter is in follow-up to today's House Finance discussion on SB 23 and questions relating 
to propane production.

The proposed North Slope LNG plant will be capable of producing a small amount of propane 
as a by-product of the liquefaction process. Early estimates indicated that up to five percent of 
the plant output will be propane, totaling 10,000 gallons per day. This volume is enough 
propane to potentially serve up to 1,800 homes. As part of the LNG trucking project, AIDEA and 
AEA have identified this propane stream as an opportunity to further serve Interior and Rural 
Alaska energy needs.

The actual amount of propane produced will depend on the point at which the raw gas is 
extracted from the Prudhoe Bay fuel gas system and the how the LNG plant is configured. The 
propane produced will actually be a LPG (liquid petroleum gas) that contains small amounts of 
other hydrocarbons, such as butane. This combination will help to increase the amount of 
propane that is produced and result in a fuel that is better suited for arctic conditions.

While the propane production has the potential to assist with in-state energy needs, it is 
important to stress that the primary focus of SB 23 is on the production of liquefied methane 
(LNG) since this particular molecule makes up approximately 80 percent of the raw gas feed. As 
a result, the economic viability of the project depends on LNG distribution to Interior Alaska.

It is likely that the use of propane from this project will expand in stages. In the first stage, most 
of the propane would likely be used within the Fairbanks/North Pole area by customers who are 
not served by a natural gas distribution network. In the second stage, more propane will be 
available for rural use as the natural gas distribution system expands in the Fairbanks/North 
Pole area. Expansion of the piped distribution system will require a larger volume of LNG. As 
the amount of LNG produced on the North Slope increases, the volume of propane that is 
produced will also increase.

813 West Northern Lights Boulevard •  Anchorage, Alaska 99503-2407 
www.aidea.org •  T 907.771.3000 •  Toll Free {Alaska Only) 888.300-8534 •  F 907.771.3044 •  www.akenergyauthority.org

http://www.aidea.org
http://www.akenergyauthority.org
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The AIDEA and AEA team is currently evaluating the economics of propane for Interior and 
Rural Alaska use. In this process, the team is first reviewing previous work on rural propane 
distribution and reaching out to potential partners and stakeholders. The team is also gathering 
information to develop a cost model for small scale and remote propane and LNG systems. This 
model will compare delivery by road, river, tidewater with seasonal ice restrictions, and 
tidewater with no ice restrictions by evaluating different parameters (product availability, 
transportation cost, community size, end uses, delivery type, delivery frequency, etc.).

As part of the due diligence process, the AIDEA and AEA team is assessing the potential 
customers base that could benefit from the propane associated with this project. Segments of 
the Fairbanks North Star Borough not served by a piped natural gas distribution system would 
be able to access propane. In addition, smaller rural communities along the state highway 
system may quickly develop the infrastructure to receive and utilize propane. Communities 
reliant on river or tidewater deliveries may take longer to develop infrastructure necessary to 
receive and store propane. AEA's rural energy program team is helping to develop cost 
estimates of needed rural community infrastructure.

In addition to determining the potential to utilize LNG and propane beyond Interior Alaska, we 
wanted to address the expected rates for potential customers of the LNG plant. It is the intent of 
the state to ensure that as much of the benefit from the Interior Energy Plan as possible will flow 
through to Alaska consumers through the rate regulation process overseen by the Regulatory 
Commission of Alaska. Customers served outside of this rate control mechanism can anticipate 
prices based on the full unit cost of production plus a reasonable rate of return for private sector 
investment in the production facilities.

Sincerely, Sincerely,

ALASKA INDUSTRIAL DEVELOPMENT AND ALASKA ENERGY AUTHORITY
EXPORT AUTHORITY / O

Ted Leonard 
Executive Director Executive Director



ALASKA STATE LEGISLATURE

H o u s e  F in a n c e  C o m m it t e e
State Capitol, Room 519 

Rep. Alan Austerman, Co-Chair Rep. Bill Stoltze, Co-Chair

Thursday, March 21, 2013 
1:30 PM

Agenda:

SB 23-AIDEA: LNG PROJECT; DIVIDENDS; FINANCING - 
Rules-Governor 

In person:
Emily Ford- AEA
Ted Leonard, Executive director of AIDEA 

Teleconference - AEA- AIDEA
Sara Sarah Fisher-Goad, Executive, Alaska Energy Authority, Department 
of Commerce, Community and Economic Development 
Nick Szymoniak, Project Economist with AEA

Other possible testimony:
• Diane Hutchison, FNSB presiding office, support for SB 23
• Jerry Cleworth, Mayor, City of Fairbanks
• Bryce Ward, Mayor, City of North Pole
• Jomo Stewart or Jim Dotson, Fairbanks Economic Development 
Corporation (FEDCO)
• Golden Valley Electric Association {GVEA}
• Lisa Hebert FNSB Chamber of Commerce



Introduced By: Mayor Cleworth 
Introduced: February 25,2013

RESOLUTION NO. 4566

A RESOLUTION IN SUPPORT OF FUNDING FOR THE CONSTRUCTION OF 
A NATURAL GAS PRODUCTION, TRUCKING AND DISTRIBUTION

SYSTEM, INCLUDING LEGISLATION TO AUTHORIZE THE ALASKA
INDUSTRIAL DEVELOPMENT AND EXPORT AUTHORITY (AIDEA) TO 

PROVIDE LOW INTEREST LOANS AND ISSUE BONDS

WHEREAS, many Interior and rural Alaskan communities are suffering from extremely 
high energy costs; and

WHEREAS, the development of in-state gas processing facilities on the North Slope so 
that liquefied natural gas (“LNG”) can be trucked to market for distribution would provide a near 
term “bridge” solution for Northern Alaska pending the construction of a pipeline; and

WHEREAS, because known reserves in the Cook Inlet Basin are insufficient to supply 
the demand for natural gas in South Central Alaska, the delivery of LNG by truck may alleviate 
the shortage; and

WHEREAS, in addition to at least $50 million in state funding, House Bill 74 and 
Senate Bill 23 will incentivize the construction by providing funds for a natural gas liquefaction 
facility on the North Slope, trucking LNG to markets, propane for rural communities, and 
distribution systems; and

NOW, THEREFORE, BE IT RESOLVED BY THE CITY COUNCIL OF THE 
CITY OF FAIRBANKS, that the City Council supports legislative efforts in HB 74 and SB 23 
that authorize AIDEA to provide low interest loans and issue bonds for a liquefied natural gas 
production, transportation and distribution system in addition to state grant funding. In addition, 
the City Council urges the legislature to provide at least $50 million in funding for the project.

PASSED and APPROVED this 25th of Feb

AYES: Gatewood, Staley, Hilling, Matherly, Walley
NAYS: None
ABSENT: Eberhart .  ,
APPROVED: February 25, 2013



Sponsored by: Mayor Bryce Ward 
Introduced &  Adopted: February 4,2013

CITY OF NORTH POLE

RESOLUTION 13-01

A RESOLUTION SUPPORTING LEGISLATIVE EFFORTS TO CONSTRUCT A 
NATURAL GAS PIPELINE FROM THE NORTH SLOPE TO SOUTH CENTRAL

ALASKA.

WHEREAS, the development of an in-state gas pipeline would provide stable and affordable 
gas for Alaskans for many years; and

WHEREAS, known reserves in the Cook Inlet Basin are insufficient to supply the demand for 
natural gas in South Central Alaska in the future; and

WHEREAS, many Interior and Rural Alaskan communities are suffering from extremely high 
energy cost; and

WHEREAS, development of vibrant local and statewide economies are dependent on affordable 
energy; and

WHEREAS, Alaskans wish to leave a legacy of prosperity through development of our natural 
resources to the maximum benefit for the most Alaskans; and

WHEREAS, Alaska Gasline Development Corporation (AGDC) has created the Alaska Stand 
Alone Gas Pipeline (ASAP) and is seeking monies to bring a instate gas-line to open season; and 
ultimately to fruition; and

WHEREAS, House Bill 4 includes the necessary provisions to advance a successful Alaska 
natural gas pipeline project.

NOW, THEREFORE, BE IT RESOLVED that the North Pole City Council supports 
legislative efforts to fund AGDC as they move forward in developing and advancing a project to 
construct a natural gas pipeline from the North Slope to South Central Alaska.

PASSED AND APPROVED by a duly constituted quorum of the North Pole City Council this 
4lh day of February, 2013

iryce J Ward, Mayor
ATTEST:

North Pole City Clerk

PASSED
Yes: Nelson, McGhee, Holm, Smith, Sikma, Ward 
No: 0
Absent: Hunter



STATE CAPITOL 
RO. Box I 10001 

Juneau, AK 9981 I -0001 
907-465-3500 

fax: 907-465-3532

550 West Seventh Avenue, Suite 1700

fax 907-269-7461 
www.Gov.Alaska.Gov 

Governor@Alaska.Gov

Anchorage, AK 99501
907-269-7450

Governor Sean Parnell
STATE OF ALASKA

January 15, 2013

The Honorable Charlie Huggins 
President o f  the Senate 
Alaska State Legislature 
State Capitol, Room  111 
Juneau, A K  99801-1182

Dear President Huggins,

Under the authority o f Article III, Section 18 o f the Alaska Constitution, I am transmitting a bill 
relating to authorizing the Alaska Industrial Development and Export Authority (AIDEA) to 
provide financing and issue bonds for a liquefied natural gas production system and a natural gas 
distribution system; and for development project financing by AIDEA.

The bill is part o f  a comprehensive financial package relating to the Interior Energy Plan, a strategy 
that includes low interest loans, gas storage tax credits, and general fund dollars for a moveable 
liquefaction plant and distribution system. This legislation implements the low interest loans part of 
the strategy. The second prong o f the strategy, gas storage tax credits, has already been enacted into 
law, while the general fund dollars requested will be considered during budget deliberations.

The bill will authorize AIDEA to provide up to $275 million in financing for a natural gas 
liquefaction plant and affiliated infrastructure on the N orth Slope and a natural gas distribution 
system and affiliated infrastructure within the Fairbanks North Star Borough. These facilities will 
make it feasible to  truck liquefied natural gas from the N orth Slope to the Interior and will allow for 
a wider distribution o f  gas and propane elsewhere in the state. The distribution system will then be 
in place for a large diameter gasline.

The bill authorizes A IDEA  to provide financing for natural gas facilities through the Sustainable 
Energy Transmission and Supply (SETS) fund established under legislation passed last session. The 
bill permits A ID EA  to issue up to $150 million in bonds for the project. The bonds will be secured 
by a capital reserve fund with the moral obligation o f the State to restore the capital reserve fund to 
its reserve fund requirement in order to ensure payment o f the bonds. The bill will further authorize 
A IDEA to provide another $125 million in direct financing out o f the money held in the SETS 
fund. This financing could be in the form o f loans or guarantees or any other finance mechanism 
permitted under SETS. To help ensure lower energy rates for Alaskans, the bill will limit the interest 
rates that A ID EA  can charge for its financing.

COMMITTEE COPY
SENATE BILL NO. 3 3
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The bill will enable AIDEA to participate in direct development project financing in addition to its 
existing ownership-based financing for development projects. Having the authority to engage in 
direct financing will give AIDEA an important new tool to encourage economic development 
projects that do not usually lend themselves to AIDEA financing.

For example, there may be natural resource development projects that are beneficial to the economic 
prosperity of the State, but they may have certain risks AIDEA would not want to assume. A project owner 
assumes these risks, but a lender does not. This bill allows AIDEA to provide direct financing assistance 
for development projects, including loans and loan guarantees, even where AIDEA is not going to 
acquire an ownership interest in the project.

This bill will help raise the number and quality o f economic development projects in the state. Those 
economic development projects should increase the number of jobs that are available to Alaskans.

I urge your prompt and favorable action on this measure.

Sean Parnell 
Governor

Enclosure
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Sectional Analysis HCS CS SB 23 (L&C)

"An Act re la ting to  re la ting  to  the  dividends o f the  Alaska Industria l D evelopm ent and Export A u tho rity ; 
re la ting to  the  meaning o f "n e t incom e" and "un res tric ted  net incom e' fo r  purposes o f the  Alaska 
Industria l D evelopm ent and Export A u tho rity ; authoriz ing the  Alaska Industria l D evelopm ent and Export 
A u th o r ity  to  provide financing and issue bonds fo r  a liquefied na tura l gas production  system and natural 
gas d is trib u tio n  system; and provid ing  fo r an e ffective  da te ."

Section Analysis
AS 44.88.088(a) is am ended to  a llow  AIDEA to  calculate the  d ividends fro m  the  revolving loan fund  and 
fro m  th e  SETS fund and amends the  way th a t d ividend is calculated.

AS 44.88.088(b)(2) is am ended to  expand the  de fin ition  o f "n e t incom e" to  accom m odate changes 
required by the G overnm enta l Accounting Standards Board (GASB) to  AIDEA's audited financial 
statem ents.

AS 44.88.088(b)(3) is am ended to  expand the  de fin ition  o f "un res tric ted  net incom e" to  accom m odate 
changes required by th e  G overnm enta l Accounting Standards Board (GASB) to  AIDEA's audited financial 
statem ents.

As 44.88.105(d) is am ended by technical changes by replacing the te rm  "cha irm an" w ith  the  w ord  "cha ir" 
and to  change the  w ord  "n o " in line 12 to  "n o t"  and AS 44.88.105(d)(4) is am ended to  a llow  AIDEA to  
secure bonds on o r a fte r July 1, 2013 fo r a qua lified  energy deve lopm ent they  may finance under SETS.
AS 44.88.172(a) is am ended by rem oving the  w ord  "o n ly " from  line tw o  at page 4.
The uncodified law is am ended by adding a new section.

•  Subsection (a) a llows AIDEA to  provide financing o f up to  $275 m illion  fo r  the  developm ent,
construction, and ins ta lla tion o f a LNG p lant, system and a ffilia ted  in fras truc tu re  on th e  N orth  
Slope and a gas d is tribu tion  system and a ffilia ted  in frastructu re . The H L&C version deletes the  
phrase "in  In te rio r Alaska" th a t was in CS SB23 (FIN).

•  Subsection (b) allows AIDEA to  issue bonds up to  $150 m illion  in principal and re lated financing
costs.

•  Subsection (c) provides fo r  a SETS loan and establishes a m axim um  in te rest rate as the  lesser o f
3% o r the  cu rren t m arket rate fo r a com m ercia l loan at the  tim e  bonds in subsection (b) are 
issued.

•  Subsection (d) waives the  1/3 AIDEA guarantee o r lending lim ita tio n  in the  SETS program .
•  Subsection (e) states th a t the  bonds authorized in SB 23 are not subject to  the  AIDEA 12-m onth

bonding lim ita tio n  under 44.88.095(a)

•  Subsection (f) provides fo r  the  exp ira tion o f the  au thoriza tion  to  issue bonds by June 30, 2018,
but bonds issued p rio r to  July 1, 2018 are no t affected.

•  Subsection (g) defines AIDEA as the  "a u th o rity "  and "financ ing" as m ethods or com bination  o f
________m ethods o f p rovid ing  funds to  a qua lified  energy pro ject in the  SETS program .
Im m ediate  e ffective  date

Prepared by AIDEA M arch 19, 2013

a id6a . o r g
813  W est N o rthern  L ights B oulevard A nchorage , Alaska 99S03 T  907.771.3000 T o ll Free (Alaska O nly) 888.300.8S34 F 907.771.3044



AIDEA has a Rigorous Project Analysis Process >IDE*v
_:sv Waists 

W  «ms Ew»<t Authority

P ro je c t
S p o n s o r
S u b m itta ls

Phase 1
Project 

Suitability Assessment
Proposal information 
Sponsor information 
Estimated costs and timeline

A ID E A  ■ Is project consistent with
P ro c e s s  AIDEA Initiatives?

■ What is project feasibility?
■ What is the proponent’s 

experience & capability?
■ Is AIDEA right source for 

_________________ financing?______________

O u tp u t *  Project Information Form 
■ Suitability Report

AIDEA Project Evaluation
Decision Committee
Making a  Authorization to go to

Feasibility Analysis

Phase 2

Feasibility Analysis |
■ Business and financing plan
■ Preliminary schedule
■ Execution/development plan

■ Is there a complete and 
attainable business and 
financing plan?

■ Is there public support?
■ What is the timing & status 

on project?
■ What are the risks?_______
■ Reimbursement Agreement
■ Term Sheet
■ Risk Analysis

Investment Committee
■ Authorization to go to Deal 

Structuring & Due Diligence
AIDEA Board
■ Approve Reimbursement 

Agreement
I 1

1 No Go Go ;

Phase 3
Deal Structuring 
& Due Diligence

Final execution plans 
Final financing plan

■ Test business case, 
technical aspects, 
management, and financial 
approach

■ Finalize finance plan
■ Complete due diligence
*  Prepare draft agreements

■  Financing documents
■ Ownership & Operating 

Agreements
■ Due Diligence Checklist
■  Board Report & Resolution
AIDEA Board
■ Acceptance of report
■  Approval o f documents 

substantially in form
■  Adoption of resolution 

delegating authority
I 1

1  No Go Go

Phase 4

Finalization & Closing
■  Joint work with AIDEA to 

prepare contracts, financial 
& security commitments, & 
other as needed___________

■ Final review & refinement of 
all documents

■ Confirmation of assumptions 
from previous phases

Final documents

AIDEA Executive Director
■ Final review
■ Document execution
■  Closing

Project 
Proceeds 
To Funding, 
Final Design, 
Construction, 
& Operation

N ew  P ro jec t A na lys is  P rocess





Alaska Industrial Development and Export Authority

Staff Contacts

AIDEA

Ted Leonard 
Executive Director 
tleonard@aidea.org 
907-771-3000

Mark Davis
Deputy Director, Infrastructure Development
mdavis@aidea.org
907-771-3080

James Strandberg, P.E.
Finance Officer, Energy Development
jstrandberg@ aidea.org
907-771-3069

813 West Northern Lights Blvd. 
Anchorage, Alaska 99503

Phone: (907) 771-3000 
Fax: (907) 771-3044 

Toll Free (Alaska Only) 888-300-8534

Sara Fisher-Goad 
Executive Director 
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907-771-3000
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Karsten Rodvik
Project Manager, External Affairs
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I N T E R I O R  E N E R G Y  P L A N

PREAMBLE

The Alaska Industrial Development and Export Authority (AIDEA) 
and Alaska Energy Authority (AEA) provide this initial report on the 
effort to bring affordable energy to Alaska’s Interior under Governor 
Parnells Interior Energy Plan. AIDEA and AEA seek to collaborate 
with the private sector, utilities, local governments, and economic 
development entities to implement the Governor’s plan. In December 
2012, AIDEA requested letters from private sector companies inter­
ested in partnering with the Authority on a project to liquefy natural 
gas, deliver it to market via trucking, and distribute it to consumers 
through an expanded piped distribution system with a target o f first 
gas by the autumn o f 2015. This report sets out progress to date, 
based on the responses AIDEA received.

1.0 Executive Summary

AIDEA is pleased to have received 16 responses to its Request 
for Letters of Interest for the development of an LNG facility to 
implement the Governors Interior Energy Plan. We are encour­
aged by the depth and extent of these private sector responses.
We find there is significant interest combined with the needed 
technical and financial capability to timely implement this plan 
and bring affordable natural gas to Interior Alaska and other parts 
of the state. The initial focus will be to provide natural gas for 
heating to the high and medium density areas of the Fairbanks 
North Star Borough.

Based on a careful, initial review of the responses, AIDEA be­
lieves that Governor Parnell’s Interior Energy Plan could bring 
natural gas to consumers at rates that will significantly lower en­
ergy costs in the Interior. A reasonable target is to achieve a 40-50 
percent reduction in the cost of energy, compared to $3.90/gallon 
heating fuel, and first gas by the end of 2015. Both AIDEA and 
AEA see the propane by-product that will be separated during the

natural gas liquefaction process as an additional valuable energy 
commodity for the Interior. This propane could be used to lower 
energy costs for residents who cannot be economically served by 
a piped natural gas distribution network.

Most of the proposals that accompanied the expressions of inter­
est make use of the financing package proposed by Governor 
Parnell in SB 23 and HB 74. Under this package, AIDEA would 
invest $50 million and make a $125 million loan for the LNG 
plant under the new SETS1 fund. The bills also authorize AIDEA 
to issue up to $150 million in SETS bonds for the project. These 
bonds could be used to assist in the financing of the initial expan­
sion of the gas distribution system that would bring natural gas 
to homes and businesses in the Interior. The financing pack­
age in both bills is dependent on, and designed to work with, 
private sector investment in, and operation of, the project. It is 
envisioned that a private company, in which AIDEA is a partner, 
will own the LNG plant, and that one or more utilities may be 
involved with the storage and distribution of natural gas in the 
Fairbanks area and beyond.

Two of the proposals are essentially turnkey offers:

• Pentex Alaska Natural Gas Co., which is the parent company 
of Fairbanks Natural Gas (FNG), LLC, provided a response 
for developing the infrastructure to deliver affordable natural 
gas. Pentex has stated that it has land for an LNG plant and 
necessary permits.

1 SETS stands for the Sustainable Energy Transmission & Supply Devel­
opment Fund that was established last year under SB 25. This new fund within 
AIDEA authorizes the agency to provide loans for energy development, including 
the “liquefaction, regasification, distribution, storage, or use o f natural gas except 
a natural gas pipeline project fo r transporting natural gas from the North Slope or 
Cook Inlet to market.” AS 44.88.900(13)(B).

1



• Golden Valley Electric Association (GVEA) provided a de­
tailed proposal to build and own an LNG facility, and to build 
LNG storage at its North Pole Facility. This proposal has sev­
eral strengths, including engineering plans, and a statement 
that GVEA has a signed gas supply agreement. GVEA also 
indicated they have identified a proposed site for the LNG 
plant. GVEA indicated it is seeking perm its and a source 
of financing.

Both turnkey proposals, however, lack critical elements of a 
financeable business package. Essentially, since no one proposal 
of the 16 received can be used as presented, AIDEA will work 
with respondents to develop a viable private sector business and 
finance plan that makes use of the SB 23 and HB 74 financing 
tools, so the project can quickly move ahead. This suggests that a 
likely partnership with AIDEA will not be with just one of the 16 
responding entities, but rather a compendium of several of them 
working in conjunction with the financing package in the Interior 
Energy Plan.

Another critical step needed will be to determine the aggregate 
demand from various potential gas users, including residential, 
utility, and industrial customers both in the Interior and in other 
areas that might be served by LNG gas. This is necessary to un­
derpin the financing for the LNG plant.

2.0 Introduction

The Governors Interior Energy Plan seeks to provide a reliable 
natural gas energy supply to Interior Alaska, which is presently 
suffering under extremely high energy prices. AIDEA issued a 
Request for Letters of Interest to develop an LNG plant. AIDEA

2.

sought expressions of interest from single full-service entities or 
an organized team of entities to participate in the development of 
this project. AIDEA received 16 responses from private 
sector entities.

Governor Parnell has introduced two bills to the Legislature to 
provide financial support for this development. SB 23 and HB 74 
are identical bills which authorize AIDEA to provide financing in 
conjunction with the private sector for a project to transport gas 
to Interior Alaska to lower energy costs. The bills provide for par­
tial financing of the LNG plant by AIDEA, and the use of bonds 
to assist in financing the expansion of the existing gas distribu­
tion system to bring gas to homes and businesses in the high and 
medium density areas of the Fairbanks North Star Borough.

The premise of the project:

• Designed to bring relief to Interior Alaska, which sees heat­
ing fuel costs and electric prices at record high levels.

• Natural gas is abundant, readily available, and at 
reasonable cost.

• The project is targeted to bring a natural gas supply into Inte­
rior Alaska in three years.

• The gas would be for use in home heating, power generation 
and possible industrial use.

• Energy from the project could also benefit residents in other 
parts of the state.



I N T E R I O R  E N E R G Y  P L A N

The project entails:

• Developing a gas conditioning and liquefaction plant.

• Establishing truck-based hauling contracts to move LNG to 
the Interior.

• Constructing LNG storage and re-gassing facilities in the 
Fairbanks North Star Borough (FNSB).

• Assisting in financing the expansion of the piped natural gas 
distribution system into the high and medium density areas 
of the Fairbanks North Star Borough, and making affordable 
energy supplies available for rural areas.

• Providing necessary connecting piping into GVEA base load 
power generation facilities at North Pole.

The $355 million project financing in the Governor’s bills
includes:

• $150 million AIDEA bonds, 3% interest rate (projected rate 
based on current market rates).

• $125 million SETS capitalization, 3% interest rate, with flex­
ibility to support optimal commercial structure. Waiver of 
the statutory one-third project participation limitation in 
SETS for this project.

• $50 million general fund appropriation for an AIDEA equity 
position to directly reduce the cost of LNG.

• $30 million natural gas storage credits.

• AIDEA will use this loan and bond finance package to attract 
private investment.

3.0 Description of Responses

3.1 Overview Discussion

AIDEA categorized the 16 responses received as follows:

1. Turnkey Entity—A private sector team that can develop and 
operate all aspects of the supply chain of the project, from 
purchase of gas (from producers) to distribution of vapor­
ized utility grade natural gas to heating customers and to 
electrical power generators. Figure 1 shows this supply 
chain for the project.

2. Engineer-Procure-Construction (EPC)—A private sector en­
tity or team of companies that can design the plant, procure 
the equipment, construct the plant, and commission it.

3. Financing Entities—A private sector entity that can provide, 
procure, or participate in the financing of the project, making 
use of AIDEA financing.

4. O ther—The entity did not indicate interest in being a turnkey 
or component part of the development.

3.



Figure 1: LNG Trucking Value Chain
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Turnkey proposals— Two were provided:

• Pentex Alaska Natural Gas, LLC—Parent company to Polar 
LNG, LLC and Fairbanks Natural Gas, LLC

• Golden Valley Electric Association (GVEA)—Cooperative 
electric public utility with a service area extending through­
out and beyond the FNSB

Engineering, Procurement, and Construction (EPC) responses—
A total o f six responses were received:

• Chicago Bridge & Iron (CB&I) Services, Inc.—Experienced 
in LNG development

• CH2MHILL—Full service LNG development contractor with 
significant Alaska operations

• HDR—Extensive permitting and national LNG development 
experience

• PND Engineers, Inc.—Specializes in Arctic civil design, envi­
ronmental permitting, and construction administration

• Black & Veatch—Full service EPC and consulting company 
with extensive LNG project development experience and a 
proprietary PRICO natural gas liquefaction process

• Arctic Slope Regional Corporation (ASRC) Energy Ser­
vices—Alaskan-owned oil and gas services provider with 
significant experience

Financing— Three responses received:

• Northrim  Bank—Alaska bank interested in providing financ­
ing under the SETS fund

• Guggenheim Partners, LLC—Firm interested in developing 
financial solutions

• KeyBanc Capital Markets—Full-service corporate and invest­
ment bank with resources devoted to the energy sector

Other Responses—Five responses that did not indicate interest
in being a turnkey or component part o f the development were
received:

• Alaska Gas Line Port Authority (AGPA)—Provided an email 
asking AIDEA to broaden its evaluation beyond LNG trucking.

• Interior Alaska Natural Gas Utility (IGU)—Provided a letter 
offering their capabilities to AIDEA in a supporting role, 
emphasizing the need for a rapid build-out of natural gas 
distribution infrastructure.

• Alaska Power and Telephone (AP&T)—Indicated by letter an 
interest in making use of the LNG commodity made acces­
sible in the Interior, in rural areas of Alaska.

• Arctic Slope Regional Corporation (ASRC)—Indicated by 
letter that it welcomes continued discussions as the
idea develops.

5.



• Spectrum LNG, LLC—Provided a response requesting to be 
registered as an interested party for the development of an 
LNG plant in Prudhoe Bay.

Each EPC firm has its own unique and slightly different 
strengths. All have relevant experience and expertise. Some indi­
cated interest in operating the facility. The primary EPC contrac­
tors with extensive LNG experience are Black & Veatch, CB&I, 
and CH2MHILL. In addition, both PND Engineers, Inc. and 
ASRC Energy Services offer experience in providing services and 
would be able to assist in EPC activities, but not to undertake the 
entire task on their own.

Consistent with a recent trend in infrastructure contracting, 
several of the EPC companies expressed their capability and 
interest to design, build, operate, and maintain the LNG plant. 
None of these EPC proposals includes specific offers to finance 
the project.

Finally, three of the offers come from financial entities interested 
in providing a source of private funding for the project. All of 
these are premised on making use of the financing offered from 
AIDEA (SB 23 and HB 74), but would supplement these funds 
with sources of private capital.

4.0 Analysis

The Governors Interior Energy Plan aims to provide natural 
gas to Fairbanks and the Interior at a price significantly lower 
than the predominant energy source, fuel oil. AEA modeling 
shows that a 40-50 percent reduction in heating cost should be 
achievable. The Plans other goal is to deliver natural gas in 30-36 
months because the Interior needs lower-cost energy in the near

term, and to improve air quality in the region. Finally, the project 
must be consistent with and complementary to other gas delivery 
proposals that offer a long-term energy solution for the Interior, 
such as the ASAP pipeline or the large diameter export pipeline 
that would terminate at tidewater.

We have evaluated all of the material submitted with the expres­
sions of interest, and in particular the GVEA and Pentex turnkey 
responses, with the following considerations:

• Availability of natural gas feed stock
• Ability to finance
• Ability to accomplish EPC and commission
• Timing and availability of permits
• Arrangements for trucking
• Ability for natural gas distribution build-out
• Speed of completion—delivery of first gas by third quarter 2015

Both GVEA and Pentex have made good-faith efforts to respond 
as turnkey project developers. GVEA has indicated its preference 
for a $200 million grant to construct and own the plant, although 
it has indicated that it is prepared to work with the AIDEA finance 
package proposed in SB 23 and HB 74 with conditions. GVEA 
also offered to construct, own, and operate LNG storage on a 
site adjacent to its North Pole generation facility. GVEA did not 
indicate whether this storage would satisfy the needs of area wide 
retail gas consumers. As a result, additional LNG storage may be 
necessary to satisfy heating customer demand during the winter.

GVEA indicates it will make use of the LNG project’s natural gas 
product in its power plants. While it is likely GVEA will burn this 
gas in its combined cycle gas turbine generating unit at North 
Pole, it has also commenced operation of the Eva Creek W ind
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Farm (24.6MW installed capacity), and is planning on re-start 
of the Healy Clean Coal Project (55 MW) as well. GVEA also 
recently signed a power supply agreement with Chugach Elec­
tric Association to bring up to 75 MW of power north through 
the Alaska Intertie into GVEAs system. The actual availability 
of power from these other sources will affect how much natural 
gas GVEA will consume for power generation. GVEA currently 
estimates it will need up to 2.5 Bcf/yr. in 2015.

Other than the GVEA and the Pentex proposals, responses are 
generally not specific proposals to provide services, or propos­
als to participate in the building of the project. Rather, they are 
largely statements of qualifications that will be helpful in project 
team building, should that be necessary. In particular, the EPC 
and financial respondents present a variety of capabilities that 
could benefit the project. AIDEA believes there is significant 
industry-based expertise and capacity to support the project.

Both GVEA and Pentex provide for the separation of a 2% 
propane stream within the LNG plant. This commodity stream 
can be easily hauled in separate tankers to the Interior. As a by­
product, AIDEA sees the possibility of an Alaska-sourced pro­
pane supply in the Interior, which could be a part of the project 
development plan. This could be used either in the Fairbanks 
N orth Star Borough, or in other Interior rural communities.
The propane made available by an initial 9bcf/yr. plant would 
provide heating for approximately 2,200 average residences on a 
yearly basis.

Based on its review of responses, AIDEA sees three main alterna­
tives to move this project ahead (AIDEA recognizes there may be 
other arrangements or approaches as well):

O ption 1—Proceed with GVEA as the plant developer and op­
erator. Encourage GVEA to use AIDEA SB 23 and HB 74 financ­
ing. Approach Pentex/FNG to enter into gas purchase contracts 
with GVEA, and provide AIDEA financing to Pentex/FNG for 
a distribution system build-out. Extend the offer of distribution 
financing to the newly formed municipal utility (Interior Alaska 
Natural Gas Utility -  IGU).

O ption 2 —Proceed with the Pentex proposal and encourage 
GVEA to enter into contracts for natural gas supplied by Pentex 
or its subsidiary Fairbanks Natural Gas. Since GVEA as a utility 
is sensitive regarding security of its fuel supply, we may need to 
suggest a CINGSA2-type company that would operate gas storage 
in the Fairbanks area, with a governance structure and techni­
cal competence that is satisfactory to GVEA. Provide AIDEA 
financing to Pentex/FNG for a distribution system build-out. 
Extend the offer of distribution financing to the newly formed 
municipal utility (Interior Alaska Natural Gas Utility -  IGU).

O ption 3—Develop a new composite turnkey team from the list 
of responders to develop the LNG plant and storage and re-gas 
facility in the Fairbanks area. (AIDEA sees this as a necessary 
option to have available but seeks to work with Pentex/GVEA as 
a financer to quickly focus the development and begin construc­
tion.) Provide AIDEA financing to Pentex/FNG for a distribu­
tion system build-out. Extend the offer of distribution financing 
to the newly formed municipal utility (Interior Alaska Natural 
Gas Utility -  IGU).

2 CINGSA stands for Cook Inlet Natural Gas Storage Alaska, and it oper­
ates a gas storage facility on the Kenai Peninsula that is available for use by several 
utilities, such as Enstar and Chugach Electric Association.

7.



AIDEA will thus initially work with Pentex and GVEA, and 
thoroughly explore options to develop a fully financed project 
that can move into construction. If a financed project cannot be 
assembled with either or both Pentex and GVEA, AIDEA will 
then move forward with Option 3.

Regulatory Considerations

The natural gas supply chain from the gas supply to the retail 
custom er’s burner tip could involve, in part, private for-profit 
utility entities. Thus, ensuring there is economic and quality - 
of-service protection for Interior consumers is critical. As a 
result of this real concern, AIDEA, as a financer for the proj­
ect, will work cooperatively with the Regulatory Commission 
of Alaska (RCA) to ensure that benefits from this finance 
package will flow to Alaska residents appropriately. AIDEA 
will coordinate its investm ent, lending and bonding with the 
actions o f the RCA.

8.

5.0 Recommendations for Moving Forward

After consideration of the responses received, AIDEA believes 
there are significant capabilities in the private sector to work with 
to finance and develop the LNG plant, as well as storage and dis­
tribution infrastructure needed to bring natural gas to Alaskans, 
as envisioned in the Governor’s Interior Energy Plan. AIDEA sees 
promise in the turnkey proposals provided by GVEA and Pentex.

Further, with the Governor’s SB 23 and HB 74 legislative initia­
tive, AIDEA can effectively function as a financing entity for this 
development with the private sector and can be effective as an 
equity partner in the formation of the consolidated finance plan. 
This equity position would provide the Authority with significant 
input regarding certain aspects of the project in order to achieve 
the goals of the Interior Energy Plan.

Specific actions AIDEA is taking:

1. Prior to the passage of SB 23 and HB 74, AIDEA will:

a. As an AIDEA project, undertake a comprehensive LNG 
and natural gas demand analysis for all potential de­
m and in the Fairbanks North Star Borough and in sur­
rounding Interior areas. This effort will build upon and 
add to existing demand analyses and include discus­
sions with entities such as IGU, Flint Hills, GVEA, Pen­
tex, and other potential natural gas and LNG customers. 
This will include the possibility of LNG being provided 
to other Railbelt communities for use in future, piped 
delivery systems.
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b. Begin a cooperative process with GVEA and Pentex to 
perform cooperative design reviews of both projects 
(AIDEA has retained an experienced engineering firm 
to assist in this process.) This is to include the plans 
and assum ptions for LNG and propane trucking, 
storage and distribution.

c. Working jointly with AEA, expand on the possibility of 
using propane in  the Interior, and m eans of develop­
ing it as a second com m odity stream  th a t the LNG 
plant produces.

d. Working with GVEA and Pentex, make site visits as 
soon as possible to view and assess the adequacy of the 
proposed liquefaction projects.

e. Work with respondents to form the legal and financial 
structure of a finance package for the project, with the 
goal of having AIDEA retain appropriate influence over 
the project in a public-private-partnership. Reach out 
to financial responders to identify and firm up possible 
sources of capital for the project.

f. Develop in the Fairbanks area a potential business and 
regulatory structure for a regulated gas storage company 
(similar to CINGSA) that could supply natural gas to 
several utilities.

2. W ith the passage of SB 23 and HB 74, AIDEA should take 
the following steps:

a. Review applicable AIDEA regulations to determine if 
changes are needed to accommodate the new injection 
of funds.

b. Confirm the business and legal structure for the plant 
and storage/re-gas company, and begin the underwrit­
ing process for a SETS loan.

c. Begin the process of bonding for the initial expansion of 
the Fairbanks gas distribution system.

9.



Alaska Industrial Development and Export Authority

813 West Northern Lights Blvd. 
Anchorage, Alaska 99503

Phone: (907) 771-3000 
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Chuck Wiegers <CWiegers@aaroofing.biz>
Sunday, February 17,2013 1:04 PM 
Sen.Mike.Dunleavy@akleg.gov
Sen.Peter.Micciche@akleg.gov; Sen.Donaid.Olson@akleg.gov; 
Sen.BertStedman@akleg.gov; SenJohnny.Ellis@akleg.gov; Brakes, Heather K (GOV) 
Governor's Energy Relief PackageSubject:

Chairman Dunleavy;

I am writing in support of the Governor's bill (SB 23) to facilitate the trucking of LNG to the interior.

I am a long time Fairbanksan (30+ years) and my wife and children were all born in Fairbanks. My company has 
served the interior and the State of Alaska since 1965, employing an average of 30 workers during the 
construction season. It has always been a bit more challenging to live and work in Fairbanks, but in the last 
several years the high cost of energy has made it much more than challenging, many have found it impossible 
and have packed up and left. With electricity and heating costs higher than mortgages, people are left with 
little or no discretionary income. This puts a strain on businesses as well as families, a strain that is felt all the 
way to Anchorage, where all of the goods pass through and many of the Fairbanks businesses have a home 
base.

We have all hoped for a large diameter gas line and are willing to settle for a small diameter in state gas line, 
but with each passing legislature hope and opportunity fade. For such an energy rich state to leave its citizens 
starving for affordable energy is hard to fathom. I know that the answers are not easy, but the Governor's bill 
provides an opportunity for stakeholders to pursue a short term solution to get gas and propane from the 
North Slope to the Interior and beyond. And with each market opened up, more opportunities will emerge. As 
you know this is not a handout; the loan will be repaid to the State. It is a start down the road of getting 
Natural Gas from the North Slope to the citizens of the State and eventually to markets abroad.

I urge you to support the Governor's bill.

Respectfully 
Chuck Wiegers 
A & A Roofing Co. Inc.
Fairbanks, Alaska

Cc
Vice-Chair Micciche 
Senator Olson 
Senator Stedman 
Heather Brakes
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C IT Y  O F  N O R T H  P O L E

R E S O L U T IO N  13-01

A R E S O L U T IO N  S U P P O R T IN G  L E G IS L A T IV E  E F F O R T S  T O  C O N S T R U C T  A 
N A T U R A L  G A S P IP E L IN E  F R O M  T H E  N O R T H  S L O P E  T O  S O U T H  C E N T R A L

A L A SK A .

W H E R E A S , the developm ent o f  an  in-state gas p ipeline w ould provide stable and affordable 
gas for A laskans for m any years; and

W H E R E A S , know n reserves in  the Cook Inlet B asin are insufficient to supply the dem and for 
natural gas in  South C entral A laska in the future; and

W H E R E A S , m any In terior and R ural A laskan com m unities are suffering from  extrem ely high 
energy cost; and

W H E R E A S , developm ent o f  v ibrant local and statew ide econom ies are dependent on affordable 
energy; and

W H E R E A S , A laskans w ish to leave a  legacy o f  prosperity  through developm ent o f  our natural 
resources to the m axim um  benefit for the m ost A laskans; and

W H E R E A S , A laska G asline D evelopm ent C orporation (AGDC) has created the A laska Stand 
A lone Gas P ipeline (A SA P) and is seeking m onies to bring a  instate gas-line to open season; and 
ultim ately  to fruition; and

W H E R E A S , House B ill 4 includes the necessary provisions to advance a successful A laska 
natural gas p ipeline project.

N O W , T H E R E F O R E , B E  IT  R E S O L V E D  that the N orth Pole C ity Council supports 
legislative efforts to  fund A G D C  as they m ove forw ard in  developing and advancing a pro ject to 
construct a natural gas p ipeline from  the N orth Slope to  South Central Alaska.

P A S S E D  AND A P P R O V E D  by a duly constituted quorum  o f  the N orth  Pole C ity Council this 
4 th day o f  February, 2013

Sponsored by: Mayor Bryce Ward
Introduced & Adopted: February 4,2013

© ryce J W ard, M ayor
A T T E S T :

JCatjaryn M. V^eber, M M C  
N orth  P ole C ity C lerk

PA SSED
Yes: N elson, M cG hee, Holm , Smith, Sikma, W ard 
No: 0
Absent: Hunter

( i f  SEAL )* j
\  /



CITY O F NORTH POLE

Sponsored by: Mayor Ward
Introduced & Adopted: February 4, 2013

RESOLUTION 13-02

A RESO LUTION SUPPO RTIN G LEGISLATIVE ACTION W H IC H  W OULD ALLOW  
D EVELO PM EN T OF P R O JE C T  FINANCING BY TH E ALASKA INDUSTRIAL DEVELOPM ENT 
AND EX PO R T AUTH ORITY (AIDEA); AUTHORIZING AIDEA TO PRO VIDE FINANCING AND 

ISSUE BONDS FO R A L IQ U IFIED  NATURAL GAS PRODUCTION SYSTEM  ON TH E NORTH 
SLO PE AND NATURAL GAS DISTRIBUTION SYSTEM IN  IN T E R IO R  ALASKA.

W H EREA S, many Interior and Rural Alaskan communities are suffering from extremely high energy cost; and

W HEREAS, the development of in-state gas processing facilities on the North Slope would provide a supply of 
gas for the developing gas market o f Northern Alaska; and

W H EREA S, known reserves in the Cook Inlet Basin are insufficient to supply the demand for natural gas in 
South Central Alaska in the future; and

W HEREAS, LNG from the North Slope could potentially be a backup gas supply for Cook Inlet and

W H EREA S, an interior gas distribution network would need to be constructed to distribute the North Slope Gas 
to residents and businesses; and

W H EREA S, trucking LNG from the North Slope would be necessary to bring the product to market; and

W HEREAS, development o f vibrant local and statewide economies are dependent on affordable and accessible 
energy; and

W H EREA S, House Bill 74 and Senate Bill 23 include the necessaiy provisions to incentivize the construction 
o f a natural gas liquefaction facility on the North Slope, trucking LNG to market and a distribution network in 
the Interior.

NOW , TH ER EFO R E, BE IT  RESO LVED that the North Pole City Council supports legislative efforts to 
allow development of project financing relating to the dividends from AIDEA; authorizing AIDEA to provide 
financing and issue bonds for a liquefied natural gas production system on the North Slope and natural gas 
distribution system in Interior Alaska.

PASSED AND APPROVED by a duly constituted quorum o f the North Pole City 
February, 2013

iryce J Ward, Mayor

PASSED
Yes: Nelson, McGhee, Holm , Smith, Sikm a, W ard 
No: 0
A bsent: H u n ter
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“Place” To Do Business
Fairbanks, Alaska 99701-4665

www.FairbanksChamber.org

February 15, 2013

Honorable Sean Parnell 
Governor of the State of Alaska 
Alaska State Capitol Building 
PO Box 110001 
Juneau, AK 99811-0001

Dear Governor Parnell,

The Greater Fairbanks Chamber of Commerce (GFCC) thanks you for your 
leadership in introducing a comprehensive financial package that addresses the high 
cost of energy in Interior and Rural Alaska. Specifically, the GFCC is supportive of 
HB 74 and SB 23, bills that authorize the Alaska Industrial Development and Export 
Authority (AIDEA) to provide low interest loans and issue bonds for a liquefied 
natural gas production and distribution system. The Chamber supports advancement 
and passage of HB74 and SB 23 and will actively take a role in communicating that 
message.

We believe your three-pronged approach of providing 1) low interest, long term 
loans; 2) gas storage tax credits that passed last session; and 3) state general fund 
dollars are the right financial tools to build out and supply a natural gas infrastructure 
for Interior and Rural Alaska.

The GFCC agrees with your stated goals of natural gas at $15/MMBTU to the 
greatest number of Interior residents and businesses as rapidly as possible. We do 
have concern that the level of state general fund money in the current version of the 
capital budget is not sufficient to make the project economical while also reaching 
the pricing and availability goals. The official GFCC position remains an appropriation 
of at least $150 million in state general funds to underpin the economics of this 
project. As the 2013 legislative session progresses, and both the AIDEA financing bill 
and capital budget advance, we pledge to work with your administration and the 
legislature to ensure the amount and type of funds dedicated to this project are 
sufficient to meet the stated goals.

Lastly, and this cannot be stressed enough, the GFCC and the over 700 member 
businesses and organizations throughout the Interior we represent, believe it is 
absolutely necessary that both measures pass THIS legislative session. The 
Chamber’s mission is to advocate a healthy economic environment by building 
partnerships that promote the greater Fairbanks area as an attractive place for 
business and community. As an economic hub for the rest of the Interior, we are also 
invested in solutions to the high cost of energy facing Rural Alaska. Our work is 
focused on creating a pro-business environment that encourages private sector 
investment and job creation. We believe the Interior remains the “Place to do

I N V E S T O R S
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Fairbanks Daily News-Miner 
Fairbanks Memorial Hospital & 

Denali Center 
Flint Hills Resources Alaska 
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GVEA
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Key Bank 
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Sam's Club
Shell Exploration & Production Co. 
Spirit of Alaska FCU 
Tanana Valley Clinic 
TDL Staffing
Totem Ocean Trailer Express, Inc. 
Tower Hill Mines-Livengood Gold 
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University of Alaska Fairbanks 
Verizon Wireless 
WAL-MART Stores, Inc.
Yukon Title Company

http://www.FairbanksChamber.org


Business”, but our mission is made more difficult every year that goes by without action towards a mid-to- 
long term energy solution that addresses the high cost of energy for our businesses and residents.

We thank you for your leadership on this critical issue facing our community. The Chamber looks forward 
to being your partner in this “persistent, unrelenting effort” to bring low cost energy to the Interior and 
Rural Alaska.

cc: Lt. Gov. Mead Treadwell
Governor’s Chief of Staff, Mike Nizich
U.S. Senator Lisa Murkowski
U.S. Senator Mark Begich
U.S. Representative Don Young
Bryan Butcher, Commissioner of Revenue
Dan Sullivan, Commissioner of Natural Resources
Joe Balash, Deputy Commissioner of Natural Resources
Gene Therriault, Deputy Director Statewide Energy Policy Development (AEA)
Mark Davis, Deputy Director Infrastructure Development (AIDEA)
Jim Strandberg, Energy Development Finance Officer (AIDEA)
Interior Delegation
Alaska State Legislature
Alaska Chambers of Commerce
Associated General Contractors
National Federation of Independent Businesses
Fairbanks Daily News-Miner
Membership of the Greater Fairbanks Chamber of Commerce

Sincerely

Lisa Herbert 
Executive Director

Terri Froese
Board of Directors, Chair

Bob Shefchik
Energy Committee, Chair

Anna Atchison
Government Relations Committee, Chair



A ffilia ted  w ith  the In ternational Brotherhood o f Teamsters 
Kick Boyles, Secretary ̂ Treasurer 
520 E. 34th Aye., Suite 102, Anchorage, Alaska 99503 
Phone (907) 751-3501 • Fax (907) 751-8599

February 19, 2013

The Honorable Mike Dunleavy 
Alaska Senator 
Chair, Labor & Commerce 
Capitol Room 510 
Juneau, AK 99801

Re: SB 23 LNG Project Fairbanks

Dear Senator Dunleavy:

On behalf of the Teamster members that we represent not only in the Fairbanks and outer area, but 
statewide, I ask that you and your committee members support and move forward SB 23, which 
authorizes AIDEA to provide financing and bonds for a much needed natural gas production and 
distribution system, within the Fairbanks North Star Borough. I personally have lived in Fairbanks for 
over twenty years and prior to that in Anchorage, so I am very familiar with the differences in Cost and 
availability of gas or heating sources for interior Alaska.

I also am a member of the Fairbanks Chamber of Commerce and know well the challenged economic 
growth we continue to experience due in large part to the high cost of energy. I am also aware of the 
impact energy costs are having on our military bases in the interior. We represent members that 
could find themselves without employment as a direct result of the energy cost.

In addition to the above, the passage of SB 23 will create a much needed infrastructure and we 
believe, hundreds of jobs, directly and indirectly by bringing LNG to the Fairbanks community. While 
it may be only a temporary fix, it is a fix that is much needed for the second largest community in our 
state.

Help us help our community and the state by supporting and passing SB 23 from your committee. 

Your time and effort regarding this very important matter is greatly appreciated.

Sincerely,

TEAMSTERS LOCAL 959

/k O s

Rick Boyles 
Secretary-T reasurer

RB:mk 021913 to Sen Dunleavy SB 23 LNG Project Fairbanks

751 Old Richardson Hwy., Fairbanks, AK 99701 • P (907) 452-2959 • F (907) 452-5051 R O. Box 3150, Kenai, AK 99611 • P (907) 283-4498 • F (907) 283-8030
306 Willoughby, Juneau, AK 99801 • P (907) 586-3225 • F (907) 586-1227 - 1201 Mil! Bay Road, Kodiak, AK 99615 • P (907) 486-8818 • F (907) 486-0080

www.akteamsters.com

G E N E R A L  
T E A M S T E R S  
L O C A L  9 5 9
STATE OF ALASKA
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P.O. Box 9, Glennallen, AK 99588 * 907-822-5001 phone * 888-256-5569 fax 
www.coppervallev.ora * info@coppervallev.ora

February 19, 2013

Senator Mike Dunleavy, Chair 
Senate Labor and Commerce Committee 
State Capitol, Room 510 
Juneau, Alaska 99801

RE: SB 23 Support

Senator Dunleavy,

I would like to offer support from Copper Valley Development Association, the regional 
ARDOR with Department of Commerce, Community and Economic Development for Senate 
Bill 23. This bill that authorizes the Alaska Industrial Development and Export Authority 
(AIDEA) to provide financing for a natural gas liquefaction plant and affiliated infrastructure on 
the North Slope and a natural gas distribution system and affiliated infrastructure within the 
Fairbanks North Star Borough. These facilities will make it feasible to truck liquefied natural gas 
from the North Slope to the Interior, and will allow for a wider distribution of gas and propane 
elsewhere in the state. The distribution system will then be in place for a large diameter gas line. 
Senate Bill 23 will help reduce the high cost of energy, bring gas to the interior by 2015, raise 
the number and quality of economic development projects in the state, and increase the number 
of jobs available to Alaskans. The establishment of this is the first step in a series of incremental 
steps necessary to alleviate the high cost of energy in rural Alaska, and broaden the possibilities 
for this region. In order for our great state to move forward, we need measures such as SB 23 to 
occur.

Thank you very much for your attention to this Senator, and please feel free to contact me for 
additional information.

Sincerely,

Jason Hoke, 
Executive Director

http://www.coppervallev.ora
mailto:info@coppervallev.ora


FOR ECONOMIC I
ALASKA PARTNERSHIP

DEVELOPMENT

G ro w ing , sustaining, 
and diversifying 

A la s ka 's  e c un o m y.

February 25,2013

A RESOLUTION OF THE ALASKA PARTNERSHIP FOR ECONOMIC 
DEVELOPMENT BOARD OF DIRECTORS SUPPORTING SENATE BILL 23: 

Authorizing the Alaska Industrial Development and Export Authority to provide 
financing and issue bonds for a liquefied natural gas production system and 

natural gas distribution system; and providing for an effective date.

Resolution #13-1

Whereas; the Alaska Regional Development Organizations (ARDOR) was established 
by the Alaska Legislature in 1988; and

Whereas; the ARDOR's statutory mandate is to encourage the formation of regions 
development organizations to prepare and implement regional development strategies; 
and

Whereas; the ARDOR's represent a diverse network of public, private and economic 
development groups that drive local initiatives and advance economic diversification 
through partnerships with state and local governments; and

Whereas; the ARDOR's established the Alaska Partnership for Economic Development, 
(APED), in 2009, to advance economic development and address initiatives affecting 
development and to help develop a state-wide comprehensive strategic plan; and

Whereas; the ARDOR/ APED programs have established partnerships with more than 
300 local, regional, private, municipal and public organizations to pool resources, 
decrease duplication and foster new businesses; and



Whereas; the APED now comes in support of the following legislation being considered 
by the Alaska State Legislature:

NOW THEREFORE BE IT RESOLVED; the Alaska Partnership for Economic 
Development supports SENATE BILL 23;: "An Act relating to development project 
financing by the Alaska Industrial Development and Export Authority; relating to 
the dividends from the Alaska Industrial and Export Authority; authorizing the 
Alaska Industrial Development and Export Authority to provide financing and 
issue bonds for a liquefied natural gas production system and natural gas 
distribution system; and providing for an effective date."

APPROVED THIS 25* OF February 2013

President

ATTEST:

Date

Secretary



Subject:

Sent:
To:
Cc:

From: Jeff Ailing <jeffa@alcanbuilders.com>
Wednesday, February 13,2013 3:42 PM 
Sen.Mike.Dunleavy@akleg.gov
Sen.Peter.Micciche@akleg.gov; Sen.Donald.Olson@akleg.gov; 
Sen.BertStedman@akleg.gov; SenJohnny.Ellis@akleg.gov; Brakes, Heather K (GOV) 
SB 23 Letter of Support

Chairman Dunleavy;

I am writing in support of the Governor's bill (SB 23) to facilitate the trucking of LNG to the Interior.

I have lived, worked and raised my family in Fairbanks over the last 32 years. I have been the owner of a large 
Commercial General Contracting Company that employees between 10 and 50 people each year.

The high cost of energy is inhibiting economic growth in this fine community for the following reasons.

1) What little discretionary income people used to have is currently being paid to heat or provide electricity for 
their homes. Because of this Interior businesses are feeling the crunch.

2) Many people are considering or are in fact moving to the Lower 48 to escape the extremely high energy

3) Eielson AFB is potentially on the chopping block due to the high cost of energy. If this move is approved it 
could affect about 20% of our local economy to say nothing of what it will due to the North Pole community.

4) Some large stores who were looking to expand to Fairbanks have unofficially signaled that they will not 
come to this town until LNG becomes a solid reliable option as a fuel source.

We in the Fairbanks business community recognize the trucking option as a temporary fix to a serious problem. We need 
the trucking option implemented now. We cannot afford to wait one more year as the pipeline option continues to get 
kicked down the road.

Please support SB 23

Thank you,
Jeff Ailing
President, Alcan Builders Inc

Vice-Chair Micciche 
Senator Olson 
Senator Stedman 
Heather Brakes

costs.

I

mailto:jeffa@alcanbuilders.com
mailto:Sen.Mike.Dunleavy@akleg.gov
mailto:Sen.Peter.Micciche@akleg.gov
mailto:Sen.Donald.Olson@akleg.gov
mailto:Sen.BertStedman@akleg.gov
mailto:SenJohnny.Ellis@akleg.gov
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Get gas solution now
Lisa Herbert | Posted: Saturday, February 16,201312:00 am

FAIRBANKS — Last week, more than 20 Fairbanks members, directors and staff advocated for 
the Greater Fairbanks Chamber of Commerce’s top priorities in the halls of Juneau and around the 
capital city during the annual legislative fly-in. The goal — to ensure that Interior and rural 
Alaska’s high cost o f energy remains at the forefront of our state legislators’ conversations this 
session.

This past fall, the chamber’s board deemed “reducing the high cost of energy” to be its top critical 
legislative priority for 2013. It’s no secret in our community — rising energy costs are crippling 
the Interior’s economic development opportunities and are driving away businesses and residents 
across the state. Disposable income continues to dwindle more and more each year, as residents 
struggle to pay staggering prices for space heating and electric needs.

While in Juneau, our group was well-received in just about every legislative office when we 
talked about the Interior’s energy situation. We met with more than 50 legislators and three 
commissioners.

The conversations were different this year. It was clear to me that gas to Fairbanks is something 
that is being talked about in all of the offices and halls in Juneau, because, as Fairbanks continues 
to suffer, the negative impacts are felt statewide.

What can you do about it? Support the governor’s energy package and encourage the Legislature 
to take action this legislative session. The consensus for a near-term, immediate solution has 
become trucking liquefied natural gas from the North Slope as a bridge to the long-term solution 
of piped natural gas. Gov. Parnell’s proposed energy package will provide relief to Alaska 
residents and businesses. The bills, House Bill 74 and Senate Bill 23, are a great start to providing 
gas to the Interior, and the trucking of natural gas from the North Slope is broader than just 
Fairbanks. As the governor said Tuesday in his presentation to the chamber membership, this 
energy package would leverage natural gas for smaller communities and other regions of the state, 
it would create a backbone for economic expansion, it would fit in with a gas pipeline plan and it 
would be a catalyst for private-sector participation.

How can do we get there? We must continue to have discussions with our elected officials and we 
must not lose sight o f the goal to get the lowest cost gas to as many Fairbanks and Interior 
residents and businesses as soon as possible — most importantly, this legislative session. The 
governor stressed during his presentation Tuesday that getting gas to Fairbanks is going to require 
“persistent, unrelenting effort and community support.” Let’s make sure we provide that support

http://www.newsmmer.coni/opinion/community_perspectives/article_5b2ca73 a-780d-11 e2... 2/18/2013
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by sending letters, testifying before the Legislature and encouraging our friends, families, 
neighbors, customers and co-workers to be a part of the process.

Other talking points to consider when communicating with our elected officials include:

• Diesel fuel for heating homes and businesses, at $4 per gallon, equates to approximately $30 per 
million Btu.

The target of $15 per MMBtu for delivered natural gas will effectively, after conversion, cut space 
heating bills in half —  freeing up approximately an additional $200 million annually to circulate 
throughout our economy.

• Support for a solution does not require support for a specific entity or contractor to do the work. 
Support for and insistence on a solution that meets the economic objectives — $15 per MMBtu 
gas, available widely throughout the community as quickly as possible and achieved this session 
— is more important.

• A North Slope project will also generate propane that can be used as part of a solution to the 
rural energy crisis.

No matter what line of work we are in — whether we are laborers or school teachers, accountants 
or lawyers, students or stay-at-home moms or dads — we are all feeling the effects of the high 
energy costs. I encourage and implore the members of our community to get involved and help 
make a difference. Contact the members of our Interior delegation and make sure that they know 
they have your support for bringing home energy relief before this session concludes.

While I am the executive director o f the Fairbanks chamber, I’m also a mother to three beautiful 
children. I desire for them to have the opportunity to live the life that many of us had been 
afforded before staggering energy costs began to cripple our community. I’m not an energy 
expert, but I know that something has to happen this legislative session, and I am committed to 
remaining engaged in the discussions.

Lisa Herbert is the executive director of the Greater Fairbanks Chamber of Commerce and was 
recently named 2013 “Top Forty Under 40” by the Alaska Journal of Commerce. Letters of 
support for HB174 and SB 23 were sent to the governor’s office by the chamber’s board and 
energy and government relations committees. They can be viewed online at 
fairbankschamber.org/boardpositions.

http://www.newsminer.com/opinion/community_perspectives/article_5b2ca73a-780d-l le2... 2/18/2013
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City of Emmonak_________
P.O. Box 9, Emmonak, Alaska 99581 

949-1227 * (907) 949-1249 • Fax (907) 949-1926 
email: emkcity@ CyfAA't.Ce-rn

February 22, 2013

The Honorable Bill Stoltze, Co-Chair 
The Honorable Alan Austerman, Co-Chair 
Members o f the HFIN Committee 
Alaska State Capitol 
Juneau, AK 99801-1182

RE: HB74 -  LNG Production & Transportation & Port of Emmonak Project

Greetings and Best Regards:

On behalf o f the City o f Emmonak, I wish to  express support for your efforts to  address the extreme cost 
o f energy fo r Alaskan residents. HB74 offers an exciting opportunity to provide abundant natural gas 
reserves on the North Slope to Interior and rural Alaskans.

Especially o f interest to residents in our region is the possibility that transported energy product could 
be routed by barge down the Yukon River to non-road connected river communities and Bering Sea 
coastal communities. We very much want to  be included in this discussion and offer the following 
suggestion as you review HB74 and capital budgets this session.

To accommodate the steadily increasing vessel traffic at the Yukon River Delta region, a safe and 
effic ient transshipment port facility is essential, The City of Emmonak has completed design & 
engineering studies for such a port. The project Is perm itted and lob readyI

In 2012 (2nd Session o f the 27th Legislature), Governor Parnell included $10,000,000 for Phase I of the 
Port o f Emmonak project in the original version of the general obligation transportation bill (HB286 - 
page 2, line 20). The project was designed such that it could be built in phases: Total Project = 
$16,000,000 — Phase 1 - $10,000,000, Phase II $6,000,000. The final version o f the general obligation 
bond legislation did include the Emmonak Project, unfortunately for $3,000,000 (Chapter 18, SLA 12, 
page 2, line 20) leaving the community short $7,000,000 to complete Phase I.

As the  legislature considers energy legislation such as HB74 to provide LNG to Interior Alaska, and 

coupled w ith Senate Finance Co-Chairman Meyers suggestion tha t the legislature consider'completing 
projects already undertaken', we respectfully urge members to consider funding this particular port 
project thereby accomplishing fiscal control, energy distribution through enhanced transportation 
infrastructure and focusing lim ited funding on 'job-ready' projects.



Page 2 of 2 -  Emmonak Port

Emmonak is the hub for the Lower Yukon region and is the home fo r the m ajor salmon buying 

operations on the river. Port improvements are needed for the fishing industry. Fishing is the mainstay 
fo r our regional economy. Improvements to port facilities would greatly assist the industry by 

streamlining operations thereby reducing risk, cost and directly benefiting the local fishing fleet.

Building and civil contractors operating in the Lower Yukon delta region require safe port facilities for 
material, petroleum and gravel transfers. The current port is woefully inadequate yet this is all we have 
to  offer them. Inefficient and inadequate facilities add risk and risk adds cost to  projects.

Funding Phase I results in a w in-w ln fo r urban and rural Alaska. If LNG and propane products are 
available along the Dalton Corridor, it's logical to extend that opportunity to  downriver and coastal 
communities. In order to accomplish this vision, a safe and efficient port infrastructure will be essential 
at the mouth o f the river. The Emmonak Port Project fits intricately into tha t mosaic and Alaskans w inl 
We stand ready to  work w ith you and appreciate all your public service.

Thank you most kindly and please call upon our offices fo r any additional information.

cc; Governor Parnell
Commissioner Pat Kemp, AK DOT

Mike Chenault, Speaker o f the House, Alaska Legislature
Thomas Ostebo, Commander 17th District, USCG
Luke Hopkins, Mayor North Star Borough
Lisa Herbert, Fairbanks Chamber o f Commerce
Michael Foster, Design Engineer
Lisa Murkowski, US Senate
Mark Begich, US Senate
Don Young, US House of Representatives



Alaska Industrial Development and Export Authority 
Alaska Energy Authority

SB 23 AIDEA Development Project Financing for a Liquefied 
Natural Gas Production and Distribution System

AIDEA/AEA Policy Presentation on SB 23 
House Finance Committee

March 21, 2013 -  Juneau, AK

AIDEA and AEA ADEK



Interior Energy Plan

• Opportunity to provide Alaskans with low-cost North Slope 
natural gas and propane

• Governor’s finance package acts as a catalyst, bringing 
together LNG and propane customers with the private entities 
that will construct and operate the system

• AIDEA is investigating project feasibility and will only utilize 
their authorized finance tools if the project makes economic 
sense

• AIDEA will take an equity stake in project but will not outright 
build or operate the LNG plant or distribution system

• Governor’s finance package is targeted at funding the initial 
capacity with future expansion funded by private/community 
investment

AIDEA and AEA 2 > I D E ^



Project Goals

• Provide lowest-cost energy to Interior Alaska consumers 
as soon as possible

• Get gas first to the Interior while assuring long-term 
access to gas and propane from liquefaction plant for all 
Alaskans

• Utilize private sector mechanisms as much as possible

AIDEA and AEA 3 > I D E * v



Project Description

Natural gas will be liquefied on the North Slope and 
trucked to Interior Alaska
Propane will be produced and delivered to Interior and 
Rural Alaskans
Primary LNG demand anticipated to be Fairbanks and 
North Pole
LNG will be temporarily stored and re-gasified in Interior 
Alaska
Natural gas distribution system with storage to supply 
natural gas for heating

AIDEA and AEA > I D E \ ,



AIDEA Project Analysis Process 
Due Diligence

This project will not proceed without passing AIDEA’s due diligence process 
and approval of AIDEA’s Board of Directors

Phase 1

Project
Sponsor
Submittals

■ Proposal information ,
■ Sponsor information
■ Estimated costs and timeline

AIDEA
Process

■ is project consistent with , 
AIDEA Initiatives?

■ What is project -easibility'7
■ What is the proponent's 

experience & capability?
■ Is AIDEA right source for 

financing?
Output ■ Ptrofect Information Form

■ Suitability Report

AIDEA
Decision
Making

Project Evaluation 
Committee
■ Authorization to go to 

Feasibility Analysis

Phase 2

i Business and financing plan 
i Preliminary schedule 
i Execution/development plan

Is there -3 complete and 
attainable business and 
financing plan? 

i Is there public support? 
i What is the timing & status 
on project?
What are the nsks?_______
Re mbursement Agreement 
Term Sheet 

! Rsk Analysis

Investment Committee
■ Authorization to go to Deal 

Structuring & Due Diligence
AIDEA Board
■ Approve Reimbursement 

Agreement

Phase 3

Final execuban plans 
Final financing plan

■ Test business case, 
technical aspects, 
management, and financial 
approach

■ Finalize finance plan
■ Complete due diigenee
■ Prepare draft agreements
■ Financing documents
■ Ownership & Operating 

Agreements
■ Due Diligence Checklist
■ Board Report & Resolution
AIDEA Board
*  Acceptance of report
■ Approval of documents 

substantially in form
■ Adoption of resolution 

delegating authority
T T

Phase 4

i Joas work with AIDEA to 
prepare contracts, financial 
& security commitments, & 
other as needed__________
Final review & refinement of 
all documents
Confirmatbfi of assumptions 
from previous phases

Final documents

AJDEA Executive Director
■ Final review
■ Document execution
■ Closing

AIDEA and AEA ADEK



Governor’s Finance Package

9 Bcf North Slope 
Liquefaction Plant +

Gas Distribution System 
Residential/Industrial

AIDEA and AEA > I D E V

$150 Million
A ID EA  Bonds

+  Private Sector +  Municipal Utility



$50 Million General Fund 
Appropriation

• Purpose
• Give AIDEA the needed equity ownership share in the North Slope 

LNG plant to ensure project is executed
• Directly reduce the price of natural gas to utility customers

• How it Works
• AIDEA owns $50 million share of the plant. This ownership stake will 

be an AIDEA asset
• AIDEA will not charge a return on its owned share from LNG sales to 

utility customers
• AIDEA can earn a return from LNG sales to non-utility customers or a 

sale of the asset

AIDEA and AEA > IDEK



$150 Million AIDEA Bond 
Authorization

• Purpose
• Provide low cost capital for the build out of the natural gas distribution 

system
• Make sure the utility demand for LNG is created in order to ensure the 

North Slope plant is fully utilized
• How it Works

• AIDEA floats $150 million in bonds as the distribution system is built out
• The bond payments are incorporated in the natural gas utility’s rates
• The State of Alaska’s moral obligation and the capital reserve fund 

reduces the bond’s interest rate, directly lowering the utility price of 
natural gas

• 3% to 4.5% interest rate (depending on tax-exempt status of component 
financed and market rates)

AIDEA and AEA 8 ADEK



$125 Million SETS 
Capitalization

• Purpose
• Provide flexible, low cost financing for the North Slope LNG plant 

and/or the natural gas distribution system
• The SETS fund provides flexible repayment terms, allowing AIDEA to 

pursue the best business structure for utility customers
• How it Works

• The existing SETS fund is capitalized with an additional $125 million
• The non-AIDEA owner(s) of the infrastructure are directly loaned the 

funds with an agreed upon payment plan
• The cost of repaying the SETS loan is included in the price of the LNG
• 3% interest rate (set by SB23)

AIDEA and AEA > i d e ^



$30 Million Storage Credit

Purpose
• Reduce the cost to build natural gas/LNG storage
• Directly reduce the price utility customers pay for natural gas
How it Works
• $15 million tax credit for each qualifying storage tank
• The project is expected to have two qualifying tanks totaling $30 

million
• The storage credit was created through previous legislative action

AIDEA and AEA 1 0



Potential Finance Options 
for Initial Buildout

GF Approp 
$50

AIDEA SETS 
Loan 
$125

Storage Credit 
$30

Private
Investment

AIDEA
Bond
$150

$millions

• The initial buildout will be funded from 
multiple sources, the example used 
here is just one possibility

• Projected 30 years payback period
• Private/community investment will fund 

future expansion
• Authorization to use State funds will 

not be used if AIDEA determines the 
project is not feasible

LNG
Plant

Regas, 
Storage & 

Distribution Total
State Storage Credit $15 $15 $30
General Fund Approp. $50 $0 $50
AIDEA SETS Loan $125 $0 $125
AIDEA Bond $0 $150 $150
Private Investment $30 $40 $70
Total Capital $220 $205 $425

• * AIDEA and AEA 11 > ID E * V



LNG Lowers 
Energy Costs

Expected Utility Price per Mcf
• Wholesale LNG: $10.15
• Natural Gas to home: $13.42- 

$17.00 per Mcf
• Delivered price is equal to $1.79 - 

$2.27 per gallon of fuel oil

Key Assumptions
• Initial costs associated with a 9 Bcf 

plant at start up
• Snapshot in time, costs change 

with expansion
• LNG plant bifurcated into two 

sections (industry and utility)
• $50 million capital cost reduction 

applied to 6.5 Bcf utility section
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Heating Energy 
Supply Comparison

Trucked LNG is the 
lowest-cost option for 
Interior Alaska heating
• Electricity would need to be 

$0.04 - $0.06 per kWh to 
compete with trucked LNG 

• Electricity would need to be 
much cheaper to compete 
with fuel oil

$6$ $0.22

$60
$0.20

$55

$0.18

$50

$0.16
$45

$0.14

$0.12

$40

$35

$30

$25
$0.08

$20

$0.06

$15

$0.04
$10

$5
$0.02

$0 $0.00

$8.00

$7.00

$6.00

$5.00

$4.00

$3.00

$2.00

$1.00

$0.00

$ per $ per kWh $ per Gallon 
MMbtu Fuel Oil

Fairbanks Electricity 
$0.22 per kWh

Anchorage Electricity 
$0.13-$0.14 per kWh

Fairbanks Fuel Oil 
$4.00 per Gallon

Truck LNG to interior 
$13.42-$17.00 per MMbtu

Cook Inlet Natural Gas 
$9.45 per MMbtu
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Household Heating 
Savings

Typical Home Heating Savings
• $2,900 - $3,750 annually
• 43% - 55% reduction in cost

Key Assumptions
• Typical Interior Alaska household 

will use 225 Mcf of gas per year 
(equivalent to 1,700 gallons of 
fuel oil)

• Does not account for expected 
improvement in heating 
efficiency with natural gas

AIDEA and AEA > ID E » v



Air Quality

Conversion to natural gas should reduce air pollutant emissions in 
Fairbanks and North Pole
• Will reduce overall emissions of PM 2.5
• Fairbanks is presently a non-attainment area for PM 2.5
• Potential public health benefits of natural gas is substantial

Impact on Federal funding and 
economic development
• The non-attainment area risks losing 

Department of Transportation and 
Public Facilities funding if State fails 
to submit an attainment plan to EPA

• Federal projects in the area face 
funding hurdles while area is non­
attainment

• Cleaner, healthier air in Fairbanks will 
promote economic development

S a m e #  NATION
LOCAL U.S. j WORLD BUSINESS SPORTS ENTERTAINMENT HEALTH LIVING

POLITICS NATION NOW POLITICS NOW TOP OF THE TICKET SCIENCE SCIENCE 

TRENDING NOW A  MIDWEST STORM | OSCAR PISTORIUS | TB OUTBREAK | JERRY BUSS | LAS I

Fairbanks area, trying to stay warm, chokes on 
wood stove pollution
Wood-burning stoves give the Fairbanks, Alaska, area some of the worst winter air pollution 
in the country.

AIDEA and AEA 15 > I D E V



Savings for Public Buildings

• Fairbanks North Star Borough School District expects 
immediate and significant school heating cost savings
• Expect schools to pay back cost of converting in less than two years
• 8 schools will have immediate access to natural gas, with more 

switching as the distribution system builds out
• The first 8 schools will immediately save $25-$60 thousand dollars a 

year in heating costs
• Other State and municipal buildings should experience 

similar heating cost reductions



Long Term Use of LNG Plant

LNG Plant will be used 14
after gas pipeline
• Plant can serve Rural 12

Alaska before gas pipeline is 
constructed 10

• Expect opportunity to sell n
LNG to new industrial users t 8
both before and after ®-
pipeline “  6

• Information in chart is for
demonstration only

LNG Plant 
Capacity

Plant Use Over Time

Gas
Pipeline

Rural Alaska 
River SystemNew Space 

Heating

Rural Alaska 
Highway SystemExisting Space 

Heating

Electric
Generation

New
IndustrialExisting

Industrial
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Project Timeline and Milestones
2013 2014 2015

J F M A M J  J A S O N D J  F M A M J  J A S O N D J  F M A M J  J A S O N D

Business Development

Natural Gas Demand Analysis 

Review o f Subm itted Proposals 

Team C om m itm ent Agreements 

Gas Sale/Purchase Agreements 

Plant Financing Complete

Plant and Storage/Regas

Site and Pipeline Perm itting 

Approve Plan 

Site Preparation

Design Plant and Storage/Regas 

Procure Long Lead Time Equipment 

Supply Pipeline Construction 

Installation o f Plant Equipment 

Commissioning o f Project 

First Gas Delivery

Gas Transmission 
and Distribution

Phase I Build-out Construction

Phase 2 Build-out Construction

Commercial Operation - First Gas

■■■

AIDEA and AEA ADEK



AIDEA and AEA

Alaska Industrial Development and Export Authority
Alaska Energy Authority

813 West Northern Lights Blvd.
Anchorage, Alaska 99503

(907) 771-3000 
(888) 300-8534 (Toll Free in Alaska)

Aidea.org Akenergyauthority.org

AIDEA and AEA 1 9
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March 21, 2013

G E N E R A L  
T E A M S T E R S  
L O C A L  9 5 9
STATE OF ALASKA

A ffilia ted  w ith  the In ternational Brotherhood o f  Teamsters 
Rick Boyles, Secretary-Treasurer 
520 E. 34th Ave., Suite 102, Anchorage, Alaska 99503 
Phone (907) 751-8501 • Fax (907) 751-8599

The Honorable Allen Austerman 
The Honorable Bill Stoltze 
Co-Chairs House Finance 
Capitol Room(s) 515 / 505 
Juneau, Alaska 99801

Re: SB 23 LNG Project Fairbanks

Dear Representative(s) Austerman and Stolze:

On behalf of the Teamster members that we represent not only in Fairbanks and the interior, but 
statewide, I ask that you and your committee members support and move forward SB 23, which 
authorizes AIDEA to provide financing and bonds for a much needed natural gas production and 
distribution system within the Fairbanks North Star Borough. I personally have lived in Alaska for 
38 years so I am familiar with the high cost and the limited availability of gas in interior Alaska.

I also am a member of the Fairbanks Chamber of Commerce and know well the challenged 
economic growth we continue to experience due in large part to the high cost of energy. I am also 
aware of the impact the energy costs are having on our military bases in the interior. We represent 
members that could find themselves without employment as a direct result of the energy cost.

In addition to the above, the passage of SB 23 will create a much needed infrastructure and we 
believe work opportunities for our members, directly and indirectly by bringing LNG to the 
Fairbanks community. While it may be only a temporary solution, it is a solution that is much 
needed for the second largest community in our state.

Help us help our community and the state by supporting and passing SB 23 from your committee. 

Your time and effort regarding this very important matter is greatly appreciated.

Sincerely,

TEAMSTERS LOCAL 959

Rick Boyles 
Secretary-T reasurer

c: Representatives Costello , Edgmon, Holmes, Munoz, Thompson, T. Wilson, Gara,
Guttenberg

RB/mk: 032113 Stolze & Austerman SB 23 LNG project
751 Old Richardson Hwv, Fairbanks, AK 99701 • P (907) 452-2959 • F (907) 452-5051 P. O. Box 3150, Kcnai, AK 99611 • P (907) 283-4498 • F (907) 283-8030

306 Willoughby, Juneau, AK 99S01 • P (907) 586-3225 • F (907) 586-1227 1201 Mill Bay Pvoad, Kodiak, AK 99615 * P (907) 486-8818 • F (907) 486-0080
www.akteamsters.com

9 (ZvmZtnx.

http://www.akteamsters.com


SCOTT EtCKHOLT
President

LABORERS’ INTERNATIONAL UNION 
of NORTH AMERICA

LOCAL 942
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Mr. Chairman

My name is Kevin Pomeroy, I'm the Business Manager of Laborers Local 942, and I thank 
you for the opportunity to express my opinions on Senate Bill 23.

I am a 45 year resident of Fairbanks, a home owner, married and have raised my 
children here in the interior. Even as the owner of a 5* plus energy efficient home, I have 
watched the cost of energy- in terms of electricity and space heat- escalate to a point that has 
me wondering how do young folks afford to be a homeowner in Fairbanks. Cost of energy, has 
forced many residents to reconsider living in Fairbanks and even Alaska. Extremely high energy 
costs have continued to leave many families with little to no discretionary income. It goes 
without saying, how this also affects local businesses with respect to goods and services sold.

SB 23 would authorize the Alaska Industrial Development and Export Authority to 
provide financing for construction of a natural gas lique faction facility on the North Slope, 
allowing trucking of liquefied natural gas, and the build-out of needed infrastructure. This 
would ease some suffering, with reduced energy cost for interior rural residents; with 
affordable natural gas and propane.

For several election cycles, many campaign promises spoke of a large diameter line... a 
small diameter line...a line to tide water...a line into Canada; yet here we are with optimism and 
opportunity fading. Senate Bill 23 would be a stepping stone toward actually delivering 
affordable energy to the Interior, until collective heads can finally come together on a pipeline 
project, size and route.

In closing, as the conversations continue on SB 2 3,1 hope that they would include 
resident or local hire provisions. Interior residents could benefit from construction 
opportunities, until such time, that affordable natural gas begins to alleviate their financial 
burden. We have all been on the airplanes with rows of out of state workers, either coming or 
going to the slope. It's been said, "You know when local hire is working, because your friends 
and neighbors are working". Mr. Chairman, too many of my friends and neighbors are not



working. Enforceable resident hire provisions, would help keep the badly needed wages 
circulating through Alaska; not the lower 48.

I support SB 23 and thank you for your time.

Regards,

Kevin Pomeroy 
Business Manager 
Laborers Local 942


