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CS FOR HOUSE BILI, NO. 105(ENE) 

IN THE LEGISLATURE OF TJ IE STATE OF ALASKA 

TWENTY-NINTH LEGISLATURE - FIRST SESSION 

BY THE HOUSE SPECIAL COMMITTEE ON ENERGY 

Offered: 2/25/1 S 
Referred: Resources, Labor and Commerce, f'inance 

Sponsor(s): HOUSE RUl,ES COMMITI'EE BY REQUEST OF THE GOVERNOR 

A BILL 

FOR AN ACT ENTITLED 

29-GHJ O 19\JI 

1 II "An Act relating to the programs and bonds of the Alaska Industrial Development and 

2 II Export Authority; related to the financing authorization through the Alaska Industrial 

3 II Development and Export Authority of a liquefied natural gas production plant and 

4 II natural gas energy projects and distribution systems in the state; amending and 

5 II repealing bond authorizations granted to the Alaska Industrial Development and Export 

6 II Authority; and providing for an effective date." 

7 II BE IT ENACTED BY THE LEGISLATURE OF THE STA TE OF ALASKA: 

8 II * Section I. AS 44.88.095(c) is amended to read: 

9 II (c) Before entering into a lease or other agreement under AS 44.88.090(e) 

10 II regarding a project for which the authority agrees to issue bonds in an amount in 

11 11 excess of s10,ooo,ooo [$6,000,0001, there must be filed with the authority a certified 

12 II copy of a resolution of the governing body of the political subdivision of the state, if 

13 II any, in which the project is to be located, consenting to the location of the project. The 

HD0105b 

COMMITTEE COPY 
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consent need only refer to the general nature of the project ultimately to be acquired!! 

fmanced, as set out in a request of the proposed project applicant. Before entering into 

a lease or other agreement under AS 44.88.090(e) regarding a project, the authority 

shall find, on the basis of all information reasonably available to it, that 

(1) the project and its development under this chapter will be 

economically advantageous to the state and the general public welfare and will 

contribute to the economic growth of the state; 

(2) the project applicant is financially responsible; 

(3) provision to meet increased demand fill [UPON] public facilities 

that might result from the project is reasonably assured; and 

( 4) the project will provide, or retain, employment reasonably related 

to the amount of the financing by the authority, considering the amount of investment 

for each [PER] employee for comparable facilities and other relevant factors. 

* Sec. 2. AS 44.88.095(g) is amended to read: 

(g) The authority may issue bonds in an amount greater than $25,000.000 

[$10,000,000] to assist in the financing of a development project under AS 44.88.172 -

44.88.177 only if approved by law, excluding refunding bonds. Refunding bonds may 

be issued without further approval by law in a principal amount sufficient to provide 

funds for the payment of all bonds to be refunded by them and, in addition, for the 

payment of all other amounts that the authority considers appropriate in connection 

with the refunding, including expenses incident to the redeeming, calling, retiring, or 

paying of the outstanding bonds, the funding of reserves, and the issuance of the 

refunding bonds. 

* Sec. 3. AS 44.88.155(d) is amended to read: 

(d) A loan participation purchased by the authority with assets of the 

enterprise development account or with proceeds of bonds secured by assets of the 

enterprise development account 

(1) may not exceed $25,000.000 [$20,000,000]; however, in the case 

of a loan participation for qualified energy development, the loan participation may 

exceed s2s,ooo,ooo [$20,000,000] with legislative approval; 

(2) may not be purchased unless 

CSHB 105(ENE) -2-
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(A) the project applicant is not, or, if the applicant is not a 

single proprietorship, all members of the business enterprise or enterprises 

constituting the project applicant are not, in default on another loan made by 
' the state or by a public corporation of the state; and I 

(B) at least 10 percent of the principal amount of the loan is 
I 
i 

retained by the loan originator, or the loan is for financing improvements in 1 

energy efficiency; 
I 

(3) may not be purchased if the Joan to be purchased exceeds 75 1 

percent of the appraised value of the collateral offered as security for the loan unless I 
I 

the amount of the loan in excess of this limit is federally insured or guaranteed or is 

insured by a qualified mortgage insurance company, except that the loan to be 

purchased under this paragraph may not exceed the total of loan proceeds used to 

refinance an existing debt plus the cost of new construction, expansion, or acquisition 

unless the proceeds from the additional amounts of the loan to be purchased are 

restricted to uses approved by the authority to finance commercial activity in the state 

by a business enterprise; 

(4) may not be purchased if the participation in the loan to be 

purchased is for a term longer than the following, except that a loan under (A) or (C) 

of this paragraph may not have a term longer than three-quarters of the authority's 

estimate of the life of the collateral offered as security for the loan: 

(A) 40 years from the date the loan is made in the case of a 

loan participation for a project described in AS 44.88.900(11 )(E); 

(B) 50 years from the date the loan is made in the case of a loan 

participation for qualified energy development; 

(C) 25 years from the date the loan is made in the case of a loan 

participation for other projects; 

(5) may be made only if the participation in the loan to be purchased 

contains amortization provisions; the amortization provisions 

(A) must be complete and satisfactory to the authority and 

require periodic payments by the borrower; 

(B) may allow the loan originator to amortize the portion of the 

-3- CSHB lOS{ENE) 
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loan retained by the loan originator using a shorter amortization schedule than 

the amortization schedule for the portion of the loan held by the authority if 

(i) in the authority's opinion, the project financed can 

support the increased debt service; and 

(ii) the accelerated amortization schedule is required to I 
induce the originator to make the loan; I 
(6) may be made only if the participation in the loan to he purchased is I 

in the form and contains the terms and provisions with respect to insurance, repairs, I 
alterations, payment of taxes and assessments, default reserves, delinquency charges, 

default remedies, acceleration of maturity, secondary liens, and other matters the 

authority prescribes; and 

(7) may be made only if the participation in the loan to be purchased is 

secured as to repayment by a mortgage or other security instrument in the manner the 

authority determines is feasible to assure timely repayment under the loan documents 

entered into with the borrower. 

• Sec. 4. Section 2(a), ch. 27, SLA 1993, as amended by sec. 19, ch. 111, SLA 1996, is 

amended to read: 

(a) The Alaska Industrial Development and Export Authority may issue bonds 

to finance the acquisition, design, and construction of a port facility and [RELATED 

LOADING AND CONVEYOR] equipment related to the development and operation 

of a bulk commodity loading and shipping terminal, to be located at Point 

MacKenzie [. THE TERMINAL MAY BE LOCATED ANYWHERE WITHIN 

COOK INLET]. The facility will be owned by the authority. The principal amount of 

the bonds may not exceed $50,000,000. 

* Sec. S. The uncodified law of the State of Alaska enacted in sec. 1 l(a), ch. 26, SLA 2013, 

is amended to read: 

(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 

CSHB 105(ENE) -4-
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plant and system and affiliated infrastructure in the state that will provide natural 

gas to Interior Alaska [ON THE NORTH SLOPE] and [A] natural gas distribution 

systems [SYSTEMJ and affiliated infrastructure that will provide natural gas to [IN] 

Interior Alaska. 

* Sec. 6. The uncodified law of the State of Alaska enacted in sec. 25, ch. 123, SLA 1990, 
., 

6 .
1 

as repealed and reenacted by sec. t, ch. 3, FSSLA 1992, is amended to read: 

7 ·: 
i 

8 ., ,. 

9 :I 
10 11 

11 11 
12 11 
13 I 
14 i 

1s I 

I 

Sec. 25. 'Ibe Alaska Industrial Development and Export Authority may issue I 

bonds to finance the acquisition, design, and construction of aircraft maintenance air 

cargo/air transport support facilities located at Anchorage International Airport, to be 

owned by the Authority. The principal amount of the bonds may not exceed $28,000,000 

[$85,000,000]. This section grants the legislative approval required by AS 44.88.095. 

* Sec. 7. Section 3, ch. 27, SLA 1993; sec. 7, ch. 76, SLA 1995; sec. 24, ch. 111, SLA 

1996; secs. 24(a) and 24(b), ch. 109, SLA 1998; sec. 24(d), ch. 109, SLA 1998, as amended 

by sec. 1, ch. 93, SLA 2006; and sec. 1, ch. 37, SLA 2004, are repealed. 

* Sec. 8. This Act takes effect immediately under AS Ol.10.070(c). 
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STATE CAPITOL 
P.O. Box I IOOO I 

Juneau, AK 9981 1-000 I 
907-46S-3SOO 

rax: 907-46S-3S32 

Februaty 10, 2015 

The Honouble Mike Chenault 
Speaker of the House 
Alaska. State Legislature 
State Capitol, Room 208 
Juneau, AK 99801-1182 

Dear Speaker Chenault: 

Governor Bill Walker 
STATE OF ALASKA 

S50 West Seventh Avenue, Sulte 1700 
Anchorage. AK 99SOI 

907-269-7450 
fax 907-269-7461 

WWW.Gov.Alaska.Gov 
Govcrnor@Alaska.Gov 

Under the authority of Article Ill, Section 18 of the Alaska Constitution, I am transmitting a bill 
relating to the programs of the Alaska Industrial Development and Export Authority (AIDEA). The 
bill would increase the dollar amount limitations imposed on AIDEA in bond and loan participation 
programs. The bill also would amend provisions relating to the authority of AIDEA to advance a 
liquefied natural gas production plant and natw:al gas energy projects and distribution systems in the 
state. Additionally, the bill would repeal eight bond authorizationa for AIDEA that it has not used 
and docs not intend to use. 

AIDEA is subject to dollar limits that it cannot exceed without obtaining approvals from the 
Legislature or local govcmmental bodies. The dollar amount limitations restrict the bonds that 
AIDEA may issue under its loan participation program or under its development finance program, 
and they limit the loan participations AIDEA can purchase from its own funds that are not derived 
from bond proceeds. 

The bill would amend AS 44.88.155 to authorize AIDEA to issue up to $25,000,000 in bonds for 
loan participations without the necessity of obtaining prior legislative approval The amendment to 
AS 44.88.155 also would allow AIDEA to purchase loan patticipations up to $25,000,000 out of 
AIDEA's enterprise development account without the use of bond proceeds. The $25,000,000 limit 
established in the bill's amendment is a $5,000,000 increase over the existing limit now in effect. 

The bill also would amend AS 44.88.095(g) to authorize AIDEA to issue up to $25,000,000 in bonds 
for development finance projects without the necessity of obtaining prior legislative approval The 
$25,000,000 amount set in this section of the bill is a $15,000,000 increase over the existing limit 
now in the statute. 

In addition, the bill revises AIDEA's dollar limit on issuing bonds for a project without obtaining a 
certified resolution from the local governing body or the Regional Resource Advisory Council 
consenting to the location of the project. The $10,000,000 limit in the bill is an increase over the 
present $6,000,000 limit in AS 44.88.095(c). 
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The dollar limits on AIDEA's bonding authority and loan participation purchases were established 
years ago and have not been adjusted for inflation. AIDEA needs to have its limits increased to keep 
pace with inflation and to better reflect the current finance market environment. Also, increasing the 
limits on AIDF..A's bonding authority and on its loan participations will allow AIDEA to finance 
larger projects and thereby better fulfill its mission of promoting economic development in the stllte. 
The existing bonding limits imposed on AIDEA have lessened its ability to utilize bonding as a 
financing tool due to the time it takes to get authorization from the Legislature and to go through 
the local government approval process. 

The bill would amend AIDEA's authorization with respect to financing a liquefied natural gas 
production facility and affiliated infrastructure. The original enactment (Chap. 26, SLA 2013) 
authorized AID EA to provide up to $275,000,000 in financing under the susuinable energy 
transmission and supply development (SETS) program for a liquefied natural gas production plant 
on the North Slope and for a natwal gas distribution system in Interior Alaska. The bill would 
expand the authority to allow for the development, construction, and installation of, and the stutup 
costs of operation and maintenance for, a liquefied natural gas production plant and affiliated 
infrastructure and natuml gas energy projects and distribution systems and affiliated infrastructure in 
the state. This broadening of AIDEA's authorization would allow AIDEA the flexibility to finance 
pro;ccts designed to address energy needs in the state. 

In addition, the bill would repeal eight prior bond authorizations that AID EA has not used or, in 
one case, only partially used. These bond authorizations were for projects that did not proceed ot 
that went forwud without using bond financing or the full amount of bond financing authorized. 
The eight bond authorizations the bill would repeal are: 

(1) 1992 authorization to issue $85,000,000 in bonds for aircraft maintenance facilities at 
the Anchorage Intcmational Airport; AIDEA issued $28,000,000 in bonds to finance 
the FedEx maintenance hangu at the airport, but never issued the remaining 
$57,000,000 in authorized bonds, and the $28,000,000 in bonds AIDEA actually 
issued have now been fully repaid; 

(2) 1993 authorization, amended in 1996, to issue $50,000,000 in bonds for bulk 
commodity port facilities located within Cook Inlet; 

(3) 1993 authorization to issue $50,000,000 in bonds for a seafood processing facility in 
Anchorage; 

(4) 1995 authorization to issue $20,000,000 in bonds to finance the Kodiak rocket 
launch complex and tracking station; 

(5) 1998 authorization to issue $80,000,000 in bonds to expand and modify AIDEA's 
existing port facilities connected to the DeLong Mountain transportation system and 
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to add new facilities to DeLong Mounmin ttansportation system, which serve the 
Red Dog Mine in the Northwest Arctic Borough; 

(6) 1998 authorization to issue $30,000,000 in bonds to fim.nce improvements to the 
Nome port facilities; 

f7) 1998 authorization, amended in 2006, to issue $25,000,000 in bonds to finance the 
development of Hatchet Pass in the Matanuska-Susitna Borough; and 

(8) 2004 authorization to issue $20,000,000 in bonds to finance the development of a 
port and related facilities at Slate Creek and Cascade Point on Lynn Canal in 
Southeast Alaska. 

Repealing these "stale" authorizations would allow AIDEA to remove them from AIDEA.'s 
financial statements and disclosure statements, which would strengthen AIDEA's creditworthiness 
and its position with the bond-mting agencies and put AID EA in a better position to proceed with 
providing financing for a liquefied natuml gas production and distribution system and natur:al gas 
energy p.rojccta and distribution systems in the state. 

I urge your prompt and favomble action on this measure. 

Sincerely, 

Governor 

Enclosure 



House Bill 105 
AIDEA: Bonds; Programs; Loans; LNG Project 

Sectional Analysis 

Sections 1 and 2: proposes related changes to AS 44.88.095(c) and (g) which places limitations in 
regards to the amounts of bonds issued for financing projects. AID EA is recommending bond 
limitation increases with regards to two bond limitation statutes: AS 44.88.095(c); AS 44.88.095(g). 
Section 1 will increase the limit under AS 44.88.095(c) from $6 million to $10 million. AS 
44.88.095(c) requires AIDEA to receive a certified copy of a resolution of the municipality or from 
the Regional Resource Advisory Council (in the Unorganized Borough) consenting to the location 
of a project if AIDEA is to issue bonds exceeding $6,000,000. AID EA recommends that this cap 
be increased to $10,000,000 to better reflect the true costs of projects in 2015. 
Section 2 would increase the limit under AS 44.88.095(g) from $10 million to $25 million. AS 
44.88.095(g) requires that AID EA receive legislative approval to issue bonds in amount over $10 
million to finance a development project. The current bond limitations have lessened AIDEA's 
ability to utilize bonding as a tool in funding small to mid-size projects due to the time it takes to get 
authorization from the Legislature and to go through the community authorization process. 
Additionally, it is recommending the dollar amount of bond limitations be in parity with the dollar 
amount limit on loan participations AS 44.88.155(d)(1) since loan participations may be funded 
through bond issuances. 

Section 3: would change the loan participation limit under AS 44.88.155 (d)(1) to $25 million 
( current limit - $20 million) and $25 million ( current limit - $20 million) for a loan participation for a 
qualified energy project without the necessity of obtaining prior legislative approval. Increasing the 
limits would allow AIDEA to provide more of the financing for a large commercial project and a 
qualified energy project and provide better financing terms for those projects. 

Section 4: is a change to the uncodified law [11(a), ch. 26, SA 2013] that deals with the Interior 
Energy Project (IEP) . Section 4 deletes the phrase "On the North Slope" and changes it to "in the 
state" and broadens the scope of the project to include natural gas energy projects in the state so 
that natural gas can be sourced anywhere in the state. AID EA has determined that it in order to 
better meet the goals of the Interior Energy project, AID EA needs the flexibility to look at and 
consider multiples sources of natural gas rather than being limited to the North Slope. 

Sections 5 and 6: repeal Legislative Bond Authorizations (1994 through 2004) under 44.88.095(g) 
for potential projects that were determined not to be feasible or did not move forward for other 
reasons. The repeal of these authorizations would be beneficial to AIDEA's bond rating as AID EA 
moves forward to utilize its bonding capacity for future projects. Authorizations to be repealed 
would include authorizations for: 

1. $55,000,000 for acquisition of transport support facilities at Ted Stevens Airport. 
2. $50,000,000 for a bulk commodity terminal in Cook Inlet. 
3. $50,000,000 for construction of processing facility for seafood (ASI). 
4. $20,000,000 to assist in construction of Kodiak launch complex facilities. 
5. $80,000,000 to fund expansion at Red Dog port. 
6. $30,000,000 to finance improvement at Nome port facility. 
7. $25,000,000 to finance development at Hatcher Pass located in Matanuska-Susitna Borough. 
8. $20,000,000 to finance construction of port facilities on Lin Canal. 
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Sec 1: 

Sec 2: 

Sec 3: 

Sec 4: 

Sec 5: 

Sec 6: 

Sec 7: 

Sec 8: 
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EXPLANATION OF CHANGES 
House Bill 105 

AIDEA Programs and Bonds Authorizations/ LNG Financing 
Version A to Version H 

Page 2, line 9 - drafting style revision changing the word "upon" to "on" 

No change 

No change 

Insert a new section which renews approval of a previous AIDEA bond 
authorization for a bulk commodity loading and shipping terminal and redefines 
the location for the facility to be Point MacKenzie. The dollar amount of the 
prior approval is unchanged. 

Restructures and renumbers the wording from Sec. 4 of version A dealing with 
financing of a LNG plant to supply Interior energy needs. Version A repealed 
the existing requirement that the LNG plant be on the North Slope and the 
affiliated natural gas distribution system be in Interior Alaska. Version H inserts 
language to ensure the LNG plant and the associated natural gas distribution 
infrastructure remains focused on Interior Alaska energy needs. Version H also 
acknowledges the current Interior plan for natural gas distribution involves two 
"systems" in order to reflect the RCA decision to grant a certificate of public 
convenience and necessity to the Interior Gas Utility for the area outside the 
service territory currently served by Fairbanks Natural Gas. 

Renumbers wording that appeared as Sec. 5 in version A. The content of the 
section is unchanged. 

Renumbers wording that appeared as Sec 6 in version A. The AIDEA bond 
authorization that is renewed and amended in Sec 4 of version H is removed 
from the list of items to be repealed. With this one exception, the remaining 
wording for the section is unchanged. 

Renumbers wording that appears as Sec 7 in version A. No change in content. 

aidea.org 
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CS for House Bill 105 H/ENE 
AID EA: Bonds; Programs; Loans; LNG Project Sectional Analysis 

Section 1: increases the limit under AS 44.88.095(c) from $6 million to $10 million. AS 44.88.095(c) requires AIDEA 
to receive a certified copy of a resolution of the municipality or from the Regional Resource Advisory Council (in the 

Unorganized Borough) consenting to the location of a project if AID EA is to issue bonds exceeding $6,000,000. 
AID EA recommends that this cap be increased to $10,000,000 to better reflect the true costs of projects in 2015. 

Section 2: increases the limit under AS 44.88.095(g) from $10 million to $25 million. AS 44.88.095(g) requires that 
AID EA receive legislative approval to issue bonds in amounts over $10 million to finance a development project. 
The current bond limitations have lessened AIDEA's ability to utilize bonding as a tool in funding small to mid-size 
projects due to the time it takes to get authorization from the Legislature and to go through the community 
authorization process. Additionally, AID EA is recommending the dollar amount of bond limitations be the same as 
the dollar amount limit on loan participations AS 44.88.155(d)(1) since loan participations may be funded through 
bond issuances. 

Section 3: changes the loan participation limit under AS 44.88.155(d)(1) to $25 million (current limit - $20 million), 
and $25 million ( current limit - $20 million) for a loan participation for a qualified energy project without the 
necessity of obtaining prior legislative approval. Increasing the limits would allow AID EA to provide more of the 
financing for a large commercial project and a qualified energy project and provide better financing terms for those 
projects. 

Section 4: refreshes a previous AID EA bond authorization for a bulk commodity handling facility in Cook Inlet. 
The language requires the facility to be located at Point MacKenzie. 

Section 5: changes the uncodified law [1 l(a), ch. 26, SLA 2013] that deals with the Interior Energy Project (IEP). 
Section 5 deletes the phrase "on the North Slope" and changes it to "in the state that will provide natural gas to 
Interior Alaska" so that natural gas can be sourced anywhere in the state. The section also clarifies that existing IEP 
financing can be used to support more than one natural gas distribution system in Interior Alaska. AID EA has 
determined that the goals of the IEP will be better served if AID EA has the flexibility to look at and consider 
multiples sources of natural gas rather than being limited to the North Slope. 

Sections 6: reduces a previous AID EA bond authorization at the Anchorage International Airport from $85,000,000 
to $28,000,000. 

Section 7: repeals legislative bond authorizations (1994 through 2006) under 44.88.095(g) for potential projects that 
were determined not to be feasible or did not move forward for other reasons. The repeal of these authorizations 
would be beneficial to AIDEA's bond rating as AID EA moves forward to utilize its bonding capacity for future 
projects. Authorizations to be repealed include: 
1. $50,000,000 for construction of processing facility for seafood (ASI) - 1993 authorization. 
2. $20,000,000 to assist in construction of Kodiak launch complex facilities 1995 authorization. 
3. $80,000,000 to fund expansion at Red Dog port - 1998 authorization. 
4. $30,000,000 to finance improvement at Nome port facility- 1998 authorization. 
5. $25,000,000 to finance development at Hatcher Pass located in Matanuska-Susitna Borough -

amended 2006 authorization. 
6. $20,000,000 to finance construction of port facilities on Lynn Canal - 2004 authorization. 

aidea.org 
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State of Alaska 

Fiscal Note 
2015 Legislative Session 

Identifier- L0019-DCCED-AIDEA-02-10-15 

Title: AIDEA: BONDS;PROGRAMS;LOANS;LNG 

PROJECT 

Sponsor: RLS BY REQUEST OF THE GOVERNOR 

Requester: Rules By the Request of the Governor 

Expenditures/Revenues 

Bill Version: HB 105 

Fiscal Note Number: 

(H) Publish Date: J . ~11/2015 _ ____ _ 

Department: Department of Commerce, Community and 

Economic Development 

Appropriation: Alaska Industrial Development and Export 

Authority 

Allocation: Alaska Industrial Development and Export 

Authority 

0MB Component Number· 1234 

Note: Amounts do not include inflation unless otherwise noted below (Thousands of Dollars) ·-·-··-··----··--·-----~j Included in 
FY2016 Governor's 

Appropriation FY2016 Out-Year Cost Estimates 
Requested Request 

OPERA TING EXPENDITURES FY 2016 FY 2016 FY 2017 ~~ .. FY 2019 - · FY 202~ __ _l:!~021 l 
Personal Services -- - ·- -- - - ---- - --·- ---- ---
Travel --·-·- - - ----
Services . 
Commodities 

·- -- - ·- ·-
Capital OuUay ·- ------
Grants & Benefits ·-Miscellaneous 
Total Operating 0.0 o.o 0.0 o.o o.o 0.0 0.0 

Fund Source (Operatin 
None 
Total o.o 0.0 o.o 0.0 o.o 0.0 0.0 

Positions 
Full-time 
Part-time 
Tem ra I I I I I j -t~ 
I Change In Revenues I I I I I I ---=i ______ J 
Estimated SUPPLEMENTAL (FY2015) coat: 0.0 (separate suppl9mtmlal appropriation n,quired) 
(discuss reasons and fund source(s) in analysis section) 

Estimated CAPITAL (FY2018) coat: 0.0 (separate capital appropriation required) 
(discuss reasons and fund source(s) in analysis section) 

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? 

no 

Why this fiscal note differs from previous version: 
I initial version ---·==--=--==-=:] 

Prepared By: Ted Leonard, Executive Director Phone. (907)n1-3050 
Dlvlalon: Alaska Industrial Development and Export Authority Date: 02/10/2015 07:00 PM 
Approved By: Catherine Reardon, Director Date. 02/10115 
Agency: Division of Admlriatratlve Services 

Plinllld 2/11/2015 Page 1 of2 Control Code wZeEX 
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0 0 HB 105. Flscal Note 1 

FISCAL SOTE A~AL YSJS 

STATE OF ALASKA 
2015 LEGISLATIVE SESSION 

Analysis 

~
·------·------·--··--·-·· --·-·---··· -·--- - ·- ·· " ·-······ .. ----·-- ·--·--· - -···· ·-· - ·- ···-·-····--.. ·• ... .. .. . .... 
his bill would increase the dollar amount limitations on bond and loan participation and amend provisions of AIDEA's 
uthority in advancing a liquifil!d natural gas production plant and natural gas energy projects and distribution systems. 

Finally, this bill repeals unused bond authorities that a re not used and are not intended to be used 

This bill does not have a fiscal impart. 

t-....,IQl30f.!0,. 0UB Page 2 of 2 
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HB 105 Fact Sheet 
AIDEA: Bonds; Programs; Loans; LNG Project 

Structural Changes 
1. Updates the dollar limitations that have been in several AID EA statutes for 10 to 25 years. The 

proposed increases reflect adjusting the limits for inflation. 

2. Amends provisions relating to AIDEA's authority to advance a liquefied natural gas production 
system and natural gas energy projects which would allow AIDEA the flexibility to look at and 
consider multiples sources of natural gas rather than being limited to the North Slope in order to 
meet the goals of the Interior Energy Project. 

3. Provides a clean-up of AIDEA's statutes by repealing eight outdated bond authorizations for 
which there is no longer any use, thereby eliminating an unnecessary issue for AID EA in the 
credit markets. 

Changes to Dollar Limitations of Bonding for Development Finance Projects 
AID EA supports economic development through several programs, one of which is providing 
project development financing for Alaska projects. AID EA statutes limit the amounts it can finance 
through the issuance of bonds for a project. The current statutes require the agency to seek 
legislative approval for bond financing of a project if it plans to issue bonds in the amount greater 
than $10 million. The limitations in the current statutes were established 25 years ago in 1990 and 
have not been changed. As a result, due to inflation and rising construction costs, the size of 
projects that AID EA can finance is much lower now than it was when these limitations were put in 
place 25 years ago. 

HB 105 would amend AS 44.88.095(g) to authorize AID EA to issue up to $25 million in bonds for 
development finance projects without seeking prior legislative approval. A comparable increase is 
sought in AIDEA's requirement to seek approval for issuing bonds from a local governing body or 
Regional Resource Advisory Council - from the current limit of $6 million to $10 million. Increasing 
the Bonding limits under 44.88.095(c) and 44.88.095(g), would allow AIDEA the ability utilize 
bonds as a finance tool in funding small to midsize development projects. These limits have not 
been adjusted since 1990 and 25 years later should be adjusted for inflation and the cost of doing 
business in this state. Currently, based on the time it takes to go to the Legislature and obtain 
community approval for a bond authorization, utilizing bonds as financing tool for funding a small 
to midsize development project under these bonding limits is not feasible. Giving AIDEA the 
flexibility to utilize bonds as a tool in financing these development projects would allow AID EA to 
better manage its overall financial capacity and would allow projects to obtain a lower overall cost of 
capital. 

Change to Loan Participation Limit 
AID EA is subject to dollar limits that it cannot exceed without obtaining approval from the 
legislature or local governmental bodies. One of these limitations affects AIDEA's loan participation 
program under which it makes loans in conjunction with commercial financial institutions, such as 
banks and credit unions for commercial projects and qualified energy projects. The current 
limitation restricts the size of the loan participation to $20 million for a commercial project and $20 



million of loan participation for a qualified energy project without the necessity of obtaining prior 
legislative approval. This limit has been in place since 2005 and has not been adjusted for inflation. 
The dollar amount would be approximately $24.4 million adjusted for inflation. 

HB 105 would amend AS 44.88.155 to authorize AIDEA to issue up to $25 million for a 
commercial loan participation and $25 million for a qualified energy loan participation without the 
necessity of obtaining prior legislative approval. AIDEA's management and staff believe that 
increasing the limit on participation loans would allow AID EA to provide more of the financing for 
a large commercial projects and qualified energy projects and provide better financing terms for 
those projects. 

Providing More Flexibility in Meeting Goals of the Interior Energy Project 
Previous legislation provides a funding mechanism for the Interior Energy Project. The goals of the 
IEP are to supply natural gas to Interior Alaska at the lowest cost possible; to as many Alaska 
customers as possible; and as soon as possible. Under the legislation, AID EA funding for the 
development of a Liquefied Natural Gas (LNG) plant for the IEP was restricted to the North Slope. 
AIDEA has determined that it in order to better meet the goals of the Interior Energy project, 
AIDEA needs the flexibility to look at and consider multiples sources of natural gas rather than 
being limited to the North Slope. 

Proposed HB 105 would amend AIDEA's authorization with respect to financing a liquefied natural 
gas production facility and affiliated infrastructure. It would remove the North Slope limitation and 
allow AIDEA to pursue the construction of an LNG plant (or plants) and Natural Gas Projects 
anywhere in the state using any gas source that is economically feasible to support the IEP. 

Repeal of Outdated Bond Authorizations 
AIDEA's statutes currently include several authorizations to issue bonds for projects that AID EA 
long ago determined not to be feasible or did not move forward for other reasons. Also, in one case, 
the project did not need the full amount authorized. These outdated authorizations on its books 
range from 1994 through 2004 and remain valid until repealed by the Legislature. 

The presence of these outdated bond authorizations continues to be a topic of discussion with credit 
rating agencies when AIDEA presents potential bond issues to the credit markets. To eliminate any 
uncertainty, the bill proposes the repeal of these eight prior bond authorizations. 

AIDEA's staff and financial advisors believe that it could be beneficial to our bond rating to repeal 
these authorizations as AID EA moves forward to utilize its bonding capacity for future projects. 



AMENDMENT =II- I 

29-GH1019\H.9 
Shutts 
4nt1S 

OFFERED IN TIIB HOUSE 

TO: CSHB 1 OS(ENE) 

BY REPRESENTATIVE HAWKER 

1 Page 1, line 2: 

2 Delete "related" 

3 Insert "requiring the Alaska Industrial Development and Export Authority to 

4 deliver to the legislature reports relating to the Interior energy project; relating" 

s 
6 Page 5, following line 14: 

7 Insert a new bill section to read: 

8 "* Sec. 8. The uncodified law of the State of Alaska is amended by adding a new section to 

9 read: 

10 REPORT. (a) The Alaska Industrial Development and Export Authority shall submit 

11 quarterly to the legislature a written report on the Interior energy project. The authority shall 

12 deliver the report to the senate secretary and the chief clerk of the house of representatives 

13 and notify the legislature that the report is available. The report must include 

14 (1) a description of project progress on all components; 

15 (2) an update on the status of local distribution infrastructure buildout; 

16 (3) to-date and anticipated conversions; and 

17 (4) a financial accounting of funds expended and funds anticipated to be spent, 

18 including loans, grants, and bonds. 

19 (b) If requested, the Alaska Industrial Development and Export Authority shall 

20 provide a project briefmg on the Interior energy project to the Legislative Budget and Audit 

21 Committee." 

22 

23 Renumber the following bill section accordingly. 

L -1-



29-0HlOlWU 
Shutts 
4/4115 

AMENDMENT .::/f- 2... 

OFFBRBD IN THE HOUSE 

TO: CSHB 10S(BNB) 

1 Page 1, following linD 7: 

2 Imart a new bill section to read: 

BY RBPRBSBNTA11VB TALERICO 

3 "* Section 1. T1m uncodmed law of the S1ate of Alaska is amended by add.ma a msw aection 

4 toread: 

S LBOISLATIVB JNTBNT. It is the intmt of the legislature that the fluucing 

6 audmri7.ed in aec. 6 of this Act be used only for tbe Int.erior energy project descn"bed in sec. 6 

7 of this Act." 

8 

9 Pago 1, line 8: 

10 Delete "Section 1" 

11 Insert "Sec. 2" 

12 

13 Renumber the following bill acctions m:cordingly. 

L -1· 
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AMENDMENT ,#° 3 

29-0H101Wt7 
Slwdl 
4fl/1S 

OFFBRBD IN THE HOUSE 

TO: CSHB 10S(ENE) 

BY REPRESENTATIVE HAWKER 

1 Page 11 followiDg line 7: 

2 lnaert a new bill section 1D read: 

3 "* Seetlon 1. AS 42.05.71 l(b) is amended 1D read: 

4 (b) Except as o1hmwise provided in this subsection and in (o) of this section. 

5 public utilities owned and opmatm by a political subdivision of the state. or electric 

6 operating entities established u the ins1mmentallty of two or more public utilities 

7 owmd and opc:rated by political subdivisiom of the state, me exempt 6om this 

8 chapter, other than AS 42.0S.221-42.0S.281 and 42.05.385. However, 

9 (1) the governing body of a political subdivision may elect 1D be 

10 subject 1D this chapter; [AND] 

11 (2) a utility or electric operating entity that is owned and operated by a 

12 political subdivision and that din,ctly competes with another utility or electric 

13 operating entity is subject 1D this chapter and any other utility or electric operating 

14 entity owned 1111d operated by the political subdivision is also subject to this chapter; 

15 this paragraph does not- apply to a utility or electric operating entity owned md 

16 operated by a political subdivision that competes with a telecamunmications utilitya. 

17 au 
18 (3) I patgral Pl dtltrlbptig ffltllp Md ,cng,,,,, tp,,..,.,,..,, 

19 that fflridet patpra1 w 1P IpterJpr A:111!51 IP4 asdm lne1dPr ffgpp+ the 
20 A!vke lpdptrlal PmJopmmt yd l!P9rt ,Anthorlty IPflllp•hlp PIEi! 

21 tnvmJelPP 114 1PPP1r dpyetoppgpt 1gp4 CM 11,IM§ID It mblp 1P thte 

22 ··-·" 23 

L -1-
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, ...... .. . . 

OFF.ERBD IN nm HOUSE 

TO: CSHB lOS(BNE) 

1 Page 2, line 17: 

2 Delete "law" 

AMENDMENT -# ~ 

3 Insert "the lplpJ•tpre [LA Wl" 
4 

S Page 4, lines 16 ,. 24: 

6 Delete all material and insert: 

7 ~· See. 4. AS 44.88.900(16) is amended to read: 

29-GH1019\H.6 
Shuall 
WIS 

8 (16) "~eel energy development" means a development in the stato · · 

9 that involves 

10 

11 

12 

13 

14. 

15 

16 

17 

18 

19 

· 20 Page S, line 2: 

' .(A) tnmsnrission, gmeration, conamvation, stmage, or . . . . .. 
clistn"bution of heat or electricity; · 

. (B) liquefaction, regasificati~ &tnDUtion, storage, or me of 

natural ·PL Dropape, or propane pd air mtppp; Ip 1b1• nbparagraph, 

"dp1ribgtlon" dop got Include [EXCEPT] a·natural gas pipeline project for . . . 
trwportiDg ·~ gas from~ North Slop, or Cook Inlet to market llllal 

the mv+,e bit • dJ•rnem: of 12 lpeha or 1eu pd DPIRR11f,the ·utpn1 . . 
Pt 1o 1n•r AJ•uar 

(C) distn"bution or storage ~r,fined petmlc,am prodilgta;" 

21 Following "AJ1tk•~: 
22 Insc:rt: "u a primary merkef' 
23 Following_ "gas": 

L .1 .. 



·-,,.. 
~ 

1 

~ 

Insert "de)lyery apd" 

3 Page 5, line_ 12, following "Section": 

29-GH1019\H.6 

4 Insert "2, ch. 27, SLA 1993, as ammded by sec. 19, ch. 111, SI.A 1996; sec." 

L -2-



AMENDMENT ..:tj= S 

29-GH1019\H.8 
Shutts 
4/6/lS 

OFFERED IN THE HOUSE 

TO: CSHB I OS(ENE) 

BY REPRESENTATIVE HAWKER 

1 Page 4, following line 15: 

2 Insert new bill sections to read: 

3 "* Sec. 4. AS 44.88. l 70(a) is amended to read: 

4 (a) Except as provided in (cl of this section, nothing [NOTHING] in this 

5 chapter prevents the inclusion in a lease or other agreement relating to a project of a 

6 provision granting the right to purchase the project, or to renew or extend the lease or 

7 agreement, upon the terms and conditions which may be provided for in the lease or 

8 agreement. 

9 * Sec. 5. AS 44.88.170 is amended by adding ~ new subsection to read: 

IO ( c) Unless the authority has obtained legislative approval, the authority may 

11 not purchase or acquire gas reserves or a gas lease or become a working interest owner 

12 of a natural gas lease." 

13 

14 Renumber the following bill sections accordingly. 

L -1-



AMENDMENT --::tj::- 6 

29-GHI 019\H.4 
Shutts 

3/28/IS 

OFFERED IN THE HOUSE 

TO: CSHB 105(ENE) 

BY REPRESENTATIVE HAWKER 

I Page 5, line 4, following "Alaska": 

2 Insert ", if the Alaska Industrial Development and Emort Authority prepares a 
3 proiect plan and receives legislative approval or the plan. De proiect plan must 
4 (1} identify the source of the natural gas; 

5 (2) include the estimated cost of the proiect; and 

6 (3) include the estimated price of natural gy under the proiect for 

7 natural gas utilities in Fairbanks before distribution to consumers" 

L .J. 



t6,MENDMJNT # 7 

29-0HlOUNl.10 
Shutll 
4'1/15 

OFFERED IN THE HOUSE 

TO: CSHB lOS(BNB) 

BY RBPRESBNTATIVB HA WICBR 

1 Page 4, following lina IS: 

2 Imat new bill scctiom to mad: 

3 nit Sec. 4. AS 44.88.170(&) ii mended to mad: 

4 (a) lvm! u wmJld tp Cc) o( fldt ,... PtSb!nr LN011DNOJ ill tbil 

S cbapmr preventa the inclusion in a 1eue or otbar qraemem re1atfng to a project of a 

6 provision anntiD8 the right to purabue the project, or to renaw or axtmd the leuo or 

7 agreement, upon the tam.a and conditions 1111 [WHICH] may be prowled for In the 

8 kue or agn,emmt. 

9 * Sec. 5. AS 44.88.170 is amended by adcting a new mbsection to read: 

10 (c) The authority may not negotiate or enter into a au npply ccmtaact with a 

11 natural pa producar unlau 

12 (1) the c:ontraat ii betwccu a natural pa producer and natunl pa diltributian 

13 utility that ia owned by the authority or a subsidiary cmparatlon of the authority 111d 

14 the conttact ia for the natural pa proclucer to povide the utility. md only the ptillty, 

15 with a natural pa BUpply for distribution to customen of the utility; or 

16 (2) the authority oblaina leaiaJative approval." 

17 

18 

L 
-·-



By: 1 
2 
3 
4 
5 
6 
7 
8 
9 

Introduced: 

John Davies 
Diane Hutchison 

02/26/2015 
02/26/2015 Adopted: 

FAIRBANKS NORTH STAR BOROUGH 

RESOLUTION NO. 2015 - 08 

10 A RESOLUTION OF APPRECIATION AND SUPPORT FOR THE ALASKA INDUSTRIAL 
11 DEVELOPMENT AND EXPORT AUTHORITY'S CONTINUED COMMITMENT TO 
12 MEETING THE GOALS OF THE INTERIOR ENERGY PROJECT 
13 
14 WHEREAS, the Fairbanks North Star Borough, the City of North Pole and the 
15 City of Fairbanks created the Interior Gas Utility (IGU) to facilitate the availability of natural 
16 gas to the most residents, at the earliest date, and for the least cost (about $15/mmbtu) ; 
17 and 
18 
19 WHEREAS, in 2013 Governor Sean Parnell and the State legislature 
20 approved and significantly funded the Alaska Industrial Development and Export Authority 
21 (AIDEA) to form the Interior Energy Project (IEP) which was initially focused on trucking 
22 natural gas from a processing plant on the North Slope to utilities in the Interior; and 
23 
24 WHEREAS, in December 2013, the AIDEA board of directors reexamined the 
25 focus on the North Slope and considered options available to source the gas from Cook 
26 Inlet and decided that none of them could meet the IEP goals at that time; and 
27 
28 WHEREAS, in 2014, AIDEA moved ahead with the plan to build a processing 
29 plant on the North Slope, but that plan, proposed by MWH Global, Inc. (MWH), failed to 
30 meet the Concession Agreement requirements and the IEP goals and therefore has been 
31 abandoned; and 
32 
33 WHEREAS, with the failure of the MWH plan, AIDEA put all options back on 
34 the table, reopened the Cook Inlet options, and is pursuing an approach to purchase 
35 PENTEX, the parent company of Fairbanks Natural Gas (FNG), as part of the best way to 
36 meet the IEP goals of serving the most residents, at the earliest date, and for the least cost 
37 (about $15/mmbtu); and 
38 
39 WHEREAS, AIDEA's actions show forward movement and commitment to an 
40 Interior energy solution; as does the strong support and commitment from Governor Bill 
41 Walker, which is encouraging and appreciated; and 
42 
43 WHEREAS, the proposed acquisition announcement formally opens the 
44 possibility of a Cook Inlet approach instead of a North Slope approach with (A) lower cost of 
45 construction and operations, (B) reduced cost of capital, both in supply chain and 
46 distribution, (C) lower transportation costs and (D) more low cost funding available for 
47 storage and distribution, but does not yet resolve the critical issue of the cost and duration 
48 of natural gas supply contracts; and 
49 

Fairbanks North Star B0rou9..!1 Alaska RESOLUTIQN NO. 2015 - 08 
Page 1 of2 



50 WHEREAS, the letter of intent to purchase PENTEX is non-binding, meaning 
51 nothing is final or committed until the due diligence process is complete, and that other 
52 options, including North Slope or other Cook Inlet options, are not precluded by the due 
53 diligence process; and 
54 
55 WHEREAS, private enterprises have had decades to bring low-cost energy to 
56 the Interior, which has made it clear that some form of public participation is necessary to 
57 meet the IEP goals; and 
58 
59 WHEREAS, the PENTEX purchase includes an agreement with the private 
60 company Hilcorp which is subject to both the due diligence process and regulatory and 
61 administrative review; and 
62 
63 WHEREAS, it is too early to know the results of the due diligence work in 
64 connection with the purchase of PENTEX, or the impacts of the acquisition on other facets 
65 of the IEP; 
66 
67 NOW, THEREFORE, BE IT RESOLVED that the Assembly of the Fairbanks 
68 North Star Borough appreciates and supports AIDEA's continued commitment to meeting 
69 the goals of the IEP; and 
70 
71 BE IT FURTHER RESOLVED that if the due diligence process shows that the 
72 proposed purchase of PENTEX will significantly assist in meeting the goals of the IEP, that 
73 the Fairbanks North Star Borough Assembly supports moving forward with that plan. 
74 
75 BE IT FURTHER RESOLVED that copies of this resolution shall be sent to 
76 the Honorable Governor Bill Walker, members of the Alaska State legislature, Interior Gas 
77 Utility board, Fairbanks Natural Gas management, Golden Valley Electric Association board 
78 and management, AIDEA board and the Regulatory Commission of Alaska. 
79 
80 PASSED AND APPROVED THIS 26TH DAY OF FEBRUARY, 2015. 

J(Jw&u./!1 

81 

ATTEST: 

~ iliJ1.i4crd. furanu 
Nanci Ashford-Bingham, MMC 
Borough Clerk 

82 Ayes: Sattley, Hutchison, Roberts, Lawrence, Dodge, Quist, Davies, Kassel 
83 Noes: None 
84 Excused: Golub 

Fairbanks North Star Borough. Alaska RESOLUTION NO. 2_015 - 08 
Page 2 of 2 
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Hilcorp president not worried about Pentex purchase 
B) · 3'1alt BaxlGD 
M8'. ·~.,-r1:.; ~· ")1£\\'llMINF.k. 
... o:,.r 

JUNEAU-The stab!'s plan 
to hu\· Fairhn.1ks Natural 
,;~~ Jra\\' criticam (rom 
lawmakers for int~rrering 
wilh pri~irte industry, hut 
·tin: head uf a private coin­
oa.m· affc .. cted ht· the deal 
~aid h,ts not ln~ing ~lC!i:p 
1)\"l!t tbt.'. plan. 

~u a prt::s~ntatinn tu 
!~,un:1!(e,>1 t.hi11 WNk, the 
prt•,cide:nt of Hilcurp, the 
c<>1nJlany i:.h:lt '-i~uml a 
Ji!a: to hu"° an affilial~d 
~1..'l prore.11sing racility in 

JI Do I really lose any sleep over who owns what in a chain as long as I'm 
producing more natural ga.d No, not overly." 
Hflcorp president Greg Lalldcer on the state's plan to buy Pentex 

Pomt Compa11y. Mid Hil­
corr still would like to 
buy the plant. but he'• not 
worried iCthe state wants 
to take it in a different 
direction. 

.. IK the governor intcr­
ferinJ{ in this'/ M~· ho11~t 
answt>r ill I ,Jon't think ..n," 
Greg Lahck,:r i aid. ·ou J 
rt!all)' Ioli(• any sleep •>\·er 
whu ow!ls what ma chain 
as lon~ rui r111 pruJuein!( 

mure 1i.,t11nal g:111? No. not 
owrtv:· 

Th·e state'11 plan tn bu) 
Fairbank!! Natural Ga.,i' 
parent company Pent.ex 
would include thE' Point 
Mad(.en1.w plant, which 11; 

owned hy Pentex suh;.iJi­
arv T1ta.n. 

Monthi; hcful'\! tlw pur­
r ha11e was an11uuncciJ . 
Pentcx had entered intu 11t1 

agl'f'!mer,t \\ith Hilco11> tn 

cxplori: tht! purchase and 
iiign a longterm deal to 
buy gas from Hilcorp. That 
11.greenumt c·111nc nnd~r 
the scrutinv l)f the slate 
Attorney ricn~ral a mid 
anti-trust concerns l',Dd 
is currenth u nJer re,ic:w 
to en~urc the rates on the: 
plant ar,: fair, a proces:i 
that's e,-1>1~1'.h•J II> l'tmclude 

this summer. 
In updatt.'s ,~ued i.ince 

the pn,~1; anr.uunccment. 
state officlal11 ha.ve 11Wd the 
main goal of the pun:hue 
is to 11.cquire Fairbanks 
Natur-.il Gaic in a. bid to uni­
t\· :mJ dri\"e do,m the l'Ollt of dii.lribution in the Fuir­
bnnks an•a. 

.\s for the potential :;ale 
of Titan and the Point 
.Mad{en1.i~ plant to Hil-
1.:orp,. they said the t:.listing 
c·ontracts will still b,: in 

pl3'."t'. 
Lalickcr :-miJ Hilt.'1,rp i~ 

Klill inren•;,tt..-d in the pur­
c:ha.o<e, hut ,;aiJ ultimate(\' 
his goal i:1 lo continu~ Co 
pruducl! 1n 11rc.- i;a.1 out of 
the Cook inld, 

"l :1tiil want lu find mor~ 
gas, produl'c inorc ~" in 
the Cook Inlet and if,n,me­
one el~e wanb; to owl! lh;,i 
hit in thl' middle. thrn 
Wl•'w ju.4 got to lip;ure <1ut 
huw to mak,i that w,:.rk,'' he 
said. 
(',111/url ,tu..Q·;. ntrr 3t,,tt 
Br1.tlon at 4,;y.;.;.1,.1. µ ,lfu;.· 
him.,,, r,;:;ft,:r: 
('{ FD,Ulpulilit'-'I. 
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6 INTERI0R GAS UTILl'rY 

Honorable Benjamin Nageak 

Honorable David Talerico 

House Resources Committee Co-Chairs 

Alaska State House of Representatives 

RE: Support for HB 105 

Dear Representatives, 

March 23, 2015 

The approval of SB 23 provided an opportunity for the Fairbanks community to move forth on a promise 

to deliver affordable natural gas to as many people possible, as soon as possible. It was the grease to 

move the wheels that had been churning under the pressure of high energy costs, toxic air pollution, and 

a crippling economy. 

In late 2014, the IEP was faced with making some tough decisions. In light of a year of extensive effort by 

all parties the plan did not meet price goals set by the IEP through SB 23, and the decision was made to 

sever the concession agreement for development of a North Slope Liquefaction Plant that would produce 

the supply for our customers. This decision was not made lightly, as the deadline for delivering energy 

relief looms, leaving our community at risk to continue to face high costs of heating and poor air quality 

conditions. 

As Alaskans, we don't give up the fight when one solution doesn't work the way we think it ought to. 

Instead, we change direction and look for another way. HB 105 presents an opportunity to leverage the 

hard work and financial investment of SB 23 to consider alternative solutions to solving this issue. This not 

only benefits Interior Alaska, but opens the door to secondary markets and alternative solutions needed 

to deliver the most affordable natural gas, to the most amount of people, as soon as possible. If the price 

is right, we will be here, anxiously waiting to fill the pipeline, advance this project, and serve our area. 

Interior Alaska is counting on all of us. Please advance HB 105 in its current form from your committee 

and support this legislation with a "yes" vote to keep the IEP on track to deliver this critical energy solution. 

Thank you, 

Steven Haagenson, General Manager 

PO Box 70200 
Fairbanks, AK 99707 

907 374 4474 
lnterlorgas.com 
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' INTERIOR GAS UrrILITY 

PO Box 70200 
Fairbanks, AK 99707 

907 374 4474 
lnterlorgas.com 

March 23, 2015 



Interior Alaska - The "Place" To Do Business 
100 Cushman St., Suite 1021 Fairbanks, Alaska 99701-4665 

ph (907) 452-1105 I fax (907) 456-6968 I www.FairbanksChamber.org 

March 9, 2015 

Honorable Representatives Nageak & Talerico 
Co-Chairs, Resources Committee 
Honorable Senators Bishop & Micciche 
Co-Chairs, Special Committee on Energy 
Alaska State Legislature 

RE: Letter of Support for House Bill 105 & Senate Bill 50 - AIDEA: Bonds; Programs; 
Loans; LNG Project 

Dear Representatives Nageak and Talerico and Senators Bishop and Micciche, 

The Greater Fairbanks Chamber of Commerce supports HB 105 & SB 50, an Act that will 
allow the Alaska Industrial Development and Export Authority (AIDEA) the necessary 
f lexibility to finance and advance a natural gas energy project to address the high cost of 
energy in Interior and Rural Alaska. This bill builds on legislation passed during the 28th 

Legislature referred to as the Interior Energy Project (IEP) which allowed AIDEA the ability 
to provide project financing to a natural gas energy project specifically on the North Slope. 
HB 105 expands AIDEA's authority to allow AIDEA the flexibility to finance projects not just 
on the North Slope, but elsewhere in the state and that are designed to address energy 
needs in the state. 

Our Chamber's #1 critical priority is reducing the high cost of energy. We remain steadfast 
in our support of the IEP's stated goals of bringing affordable natural gas to the greatest 
number of Interior residents and businesses as rapidly as possible. While a significant 
investment from the State was made during the 28th Legislature on the IEP, continued 
progress must be made to achieve affordable energy for Alaska's residents and 
businesses. 

The Chamber is the premier business advocacy organization in the Interior whose mission 
is to advocate for a healthy economic environment by building partnerships that promote 
the greater Fairbanks area as an attractive place for business and community. We believe 
the Interior remains the "Place to do 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. 

Sincerely, 

GREATER FAIRBANKS CHAMBER OF COMMERCE 

~~ ~ 
Lisa Herbert 
Executive Director 

Jennifer Imus 
Board of Directors, Chair 
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March 5, 2015 

Representatives Nageak & Talerico 
Co-Chairs, Resource Committee 
Alaska State House of Representatives 

330 Wendell Avenue, Suite E, Fairbanks, AK 99701 

Re: House Bill 105, an Act Relating to AID EA and in Support of the Interior Energy Project 

Dear Sirs, 

As President and CEO of the Fairbanks Economic Development Corporation (FEDC), and on behalf of the 
FEDC Board of Directors, I write to express FEDC's support for House Bill 105, an Act relating to the 
programs and bonds of the Alaska Industrial Development and Export Authority and advancing the 
Interior Energy Project (IBP). 

Timely completion of the Interior Energy Project is critical to the success of the Interior region 
and, as the IEP serves as a model for State participation in bringing the benefits of affordable 
energy to regions beyond South Central, is critical to the future health of Alaska as a whole. 

FEDC supports HB 105 in its current form. Therefore, I ask that you expeditiously move it from 
committee with a recommendation of "do pass" and, thereafter, support HB 105 through the 
remainder of the legislative process with votes of approval. 

Respectfully, 

~~ 
Jim Dodson 
President & CEO 
Fairbanks Economic Development Corporation 

Phone: (907) 452-2185 
1-888-476-FEDC 

"· 

www.investfairbanks.com Fax (907) 451-9534 



March 30, 2015 

Chairman Dana Pruhs 
Alaska Industrial Development & Export Authority 
813 West Northern Lights Blvd. 
Anchorage, Alaska 99503 

RE: Proposed AIDEA Purchase of Pentex 

Chairman Pruhs and members of the AIDEA Board of Directors, 

The Greater Fairbanks Chamber of Commerce's #1 priority continues to be 
reducing the high cost of energy for Interior Alaska. Reasonably priced energy is 
critical to our people, our businesses and our way of life. To that end, we supported 
and continue to support the stated goals of the Interior Energy Project (IEP) 
through the existing AIDEA IEP financing tools. The Chamber also supports HB 
105 and SB 50 that currently seek legislative approval this session. 

The Fairbanks Chamber very much appreciates the efforts of the Governor, the 
Legislature and the Alaska Industrial Development & Export Authority (AIDEA) and 
their willingness to look at all potential options to lower the Interior's energy costs, 
including potentially sourcing gas from Cook Inlet and other gas sources. We 
believe that this flexibility is appropriate as long as the project selected will provide 
the best long-term, low-cost energy to the Interior. 

AIDEA's proposal to purchase Pentex Alaska Natural Gas Company, LLC, the 
parent company of Fairbanks Natural Gas (FNG) could assist the Interior in 
achieving our community's stated energy goals-of $10 per million cubic feet (mcf) 
natural gas to the Fairbanks city gate and $15/mcf to the burner tip. 

If structured to maximize benefits to the Interior, we would expect that these 
benefits would be demonstrated through the due diligence process, to include: 

• Lower costs for construction and operation of the liquefaction facility 
as compared to the North Slope Project 

• Lower costs for transporting LNG from the liquefaction facility to 
Fairbanks also compared to the North Slope Project 

• More AIDEA IEP funding available for storage and distribution 

To assure these goals are accomplished and benefits maximized, we support a 
thorough and transparent review of the proposal, not only by AIDEA but also by 
community stakeholders such as the Fairbanks Chamber. 

100 Cushman St., Suite 1021 Fairbanks, Alaska 99701-4665 
ph (907) 452-1105 I fax (907) 456-6968 I www.FairbanksChamber.org 
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Finally, the proposed Pentex acquisition does not resolve the critical issue of the cost and duration of 
natural gas supply contracts. The success of the IEP depends on LNG delivered to Fairbanks at a stable 
price point that is lower than the conceptual North Slope Project. 

The Chamber believes that if the benefits of the Pentex purchase can demonstrate and support a 
successful IEP, it is an appropriate way for the State of Alaska to leverage its capital and resources to 
create a solution to Interior Alaska's high cost of energy. 

Sincerely, 

GREATER FAIRBANKS CHAMBER OF COMMERCE 

~~ 
Lisa Herbert 
Executive Director 

Jennifer Imus 
Board of Directors, Chair 

Cc: Honorable Governor Bill Walker, State of Alaska 
Members of the Alaska State Legislature 

100 Cushman St., Suite 102 I Fairbanks, Alaska 99701-4665 
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The Honorable Representative Nageak, 
The Honorable Speaker of the House Chenault 
House Resources Committee, Majority and Minority Leaders 
29th Alaska State Legislature 
Juneau, Alaska 

Subject: Letter of Support for House Bill 105 
Relating to AIDEA Bonds, Programs, Loans, LNG Project 

Dear Distinguished Representatives, 

Furie Operating Alaska, LLC ("Furie") is a new Cook Inlet oil and gas exploration and 
development company. In 2011, we brought the first jack-up drilling rig to the Cook Inlet in two 
decades. This spring and summer, we will be installing the first offshore production platform in 
the Cook Inlet since the Osprey in 2000. Furie is forecasting our first natural gas production in 
October 2015. 

Furie's successful exploration program, natural gas discovery, and upcoming production 
infrastructure can be accredited in part by the forward-thinking legislative actions that . 
established the Cook Inlet exploration and development tax credit programs. This extremely 
successful program is evidenced by new oil and gas E&P companies coming to Alaska to do 
business, the resurgence of new businesses and economic development across the Kenai 
Peninsula, increased natural gas reserves and production, the restarted LNG shipments to Japan, 
the hopeful reopening of the Agrium Fertilizer plant, and all of the direct and indirect jobs that 
have been created for Alaskans. 

In recent years, the Cook Inlet region has went for an pending energy crisis and talk of the south­
central residents "freezing in the dark" to a position of excess natural gas reserves and 
deliverability. It is clear that the benefits of the oil and gas tax credit programs are now realized 
by the residents living between Homer and Talkeetna. However, the resources of the Cook Inlet 
do not just belong to these residents, they belong to all of the people in Alaska. It is time to 
share these resources, and the benefits derived from them, with the rest of Alaska communities. 

I remember growing up in Anchorage, before natural gas was abundantly supplied to our homes 
and businesses. I remember watching the roads being tom up while I was learning to drive, so 
the natural gas distribution lines could be brought to our homes. And I remember converting our 
furnace from diesel to natural gas and listening to my parents praise for the lower heating and 
electrical costs. Now as an adult and father, I fully understand the importance natural gas has 
made to my life and the lives of my children. Wouldn't it be great if other families across the 
state could realize the life-changing benefits of lower energy costs? 

1029 W. 3 rd Avenue, Suite 500 I Anchorage, AK 99501 
OFFICE: 907-277-3726 I FAX: 907-277-3796 
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During the Last administration, Governor Parnell put into motion and Interior Energy Project 
("IEP") that focused on supplying interior and other rural communities with affordable energy. 
This project was supported and approved by the 28th Alaska Legislature. Now under the new 
administration, Led by Governor Walker, we have the second step being put into motion through 
House Bill 105 and Senate Bill 50. Again, it is time for the forward-thinking Legislative body to 
consider the benefits of these Bills and how they could positively impact our fellow Alaskans 
families, businesses and lives. I trust the 29th Legislature will follow in the 28th Legislature's 
footprints. 

Growing up in Alaska, I had listened year after year about a bridge to Pt. MacKenzie, a train to 
Nome, moving the Capital and making it more accessible to Alaskans, and of course ... the 
natural gas pipeline from the North Slope. After decades of theses talks, studies, and failed 
proposals - these feel more like dreams than potential realities. By increasing AIDEA's bonding 
and loan programs, and approving it's ability to take part in an in-state LNG project, we will 
have the tools in our hands to make the IEP a reality next year, and not in our grandchildren's 
lifetime. Your approval of HB 105 and SB 50 could bear immediate fruit, and allow the 
resources of the Cook Inlet to be shared with those communities not fortunate enough to have 
them in their back yard. Maybe a pipeline from the North Slope can be built before the natural 
gas reserves really run out in the Cook Inlet. But until then, let's move forward with something 
that is in our grasps today. 

Like most Alaskan's, I remember the formation of AIDEA, and the small successes it had during 
it's infancy. Of course, like most organizations, there were some projects that did not go as 
planned. We tend too often to focus on the negative and the past failures. Instead, we should be 
focusing on the hugely successful projects and benefits that AIDE has provided Alaska and its 
businesses and families . .. Ketchikan Shipyard, Red Dog Mine, FedEx Hanger, Hydroelectric 
projects, even the Endeavor Jack-Up Drilling Rig ... to name just a few. The current 
management at AID EA if committed to doing things right and making a profit for Alaska, while 
at the same time, increasing economic development and enhancing the lives of Alaskans. 
AID EA is the perfect conduit for making the IEP a reality. 

The approval of HB 105 and SB 50 will increase economic development and supply the private 
sector with increased activity, new jobs, and create new business opportunities. Having this 
program administered by the State of Alaska through AIDEA will insure the projects success and 
implementation sooner than it would through the management by competing interests in the 
private sector. The goal is to provide affordable energy to our less fortunate fellow Alaskans; the 
trickle-down effect will result in positive impacts and increased revenue throughout the private 
business sector. 

1029 W. 3,• Avenue, Suite 500 I Anchorage, AK 99501 
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In closing, I would also like to point out that this project will open new natural gas markets to the 
Cook Inlet producers. This will allow such producers to diversify their natural gas delivery 
portfolios. It will also increase competition and should lower local Cook Inlet energy prices. 
Because of this, Furie supports your approval ofHB 105 and SB 50 during this Legislative 
Session. 

As a life-long Alaskan, I also personally support the efforts of these two Bills, and urge your 
continued support of the IEP and approval of these Bills. 

Should you have any questions, please do not hesitate in contacting me. 

Respectfully Yours, 

~c/0~ 
Bruce Webb 
Senior Vice President 

1029 W. 3rd Avenue, Suite 500 I Anchorage, AK 99501 
OFFICE: 907-277-3726 I FAX: 907-277-3796 
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March 30, 2015 

Honorable Representatives Nageak & Talerico 
Co-Chairs, Resources Committee 
Honorable Senators Bishop & Micciche 
Co-Chairs, Special Committee on Energy 

RE: Letter of Support for Senate BIii 50 and House Bill 105 

Dear Senators & Representatives, 

Cook Inlet Energy, LLC 
601 West 5th Avenue, Suite 310 
Anchorage, Alaska 99516 

Cook Inlet Energy, LLC (CIE) supports SB 50 and HB 105. As an Independent producer of oil and gas In 
Cook Inlet and on the North Slope of Alaska, CIE considers the potential for Increasing In-state natural 
gas markets as a critical component to our continued growth. 

The proposed legislation will allow the Alaska Industrial and Export Authority (AIDEA) the flexlblllty to 
use existing financing tools to support the development of a larger natural gas market throughout 
Alaska. Since 2013, AIDEA has been tasked with Increasing the availability and use of natural gas In the 
Interior of the state under the Interior Energy Project (IEP). Unfortunately, the IEP was limited to 
evaluating natural gas from the North Slope as the only source for reducing high energy costs In interior 
Alaska. 

SB SO and HB 105 remove the North Slope limitation and allows AIDEA to consider sources of gas from 
Cook Inlet. This change is significant to CIE due to the opportunity to compete for new markets for Its 
natural gas. A healthy, competitive, and growing in-state natural gas market Is needed for CIE and other 
Cook Inlet producers. Allowing AIDEA to utilize existing enabling funding on either the financing of new 
Infrastructure or purchasing existing facilities, will facilitate the IEP In reaching its goal of providing lower 
cost energy to our fellow Alaskans. Facilities that are developed or expanded in South Central can be 
utlllzed to lower energy costs throughout the state. The proposed legislation, If passed will result in 
lower cost and cleaner energy to communities throughout Alaska. 

Thank you for considering these public comments. 

Respectfully, .j/ ~ 

David ~ 
CEO 

;.1-& 



-----Original Message-----
From: tparagi@alaska.net [mailto:tparagi@alaska.net) 
Sent: Monday, April 06, 2015 11:12 PM 
To: Rep. Benjamin Nageak; Rep. Geran Tarr; Rep. Bob Herron; Rep. Craig Johnson; Rep. Kurt Olson; Rep. 
Paul Seaton; Rep. Andy Josephson; Rep. Mike Hawker 
Subject: please support HB 105 

Members of the House Resources Committee: 

I ask your support for HB 105 to allow more options for bringing cleaner fuel to the Interior and rural 
communities of northern and western Alaska for both space heating and electricity production. 

In my community of Fairbanks, burning of coal is the primary means for generating electric power, but it 
produces mercury and other toxic emissions. Residents also burn cord wood in stoves and outdoor 
boilers as primary or supplemental space heating, contributing substantially to poor air quality events 
that have been correlated to local hospital admissions for respiratory and pulmonary illness in the last 
decade. The high cost of energy and local air pollution are plausibly contributing factors to recent 
declines in the Fairbanks population, although military deployments from Fort Wainwright and Eielson 
make such an inference complicated. 

It is highly unlikely that presently low consumer prices for heating oil will persist, so we need a long­
term solution to replacing dirty fuels. Alaska has a wealth of natural gas, but economical distribution to 
northern and western Alaska is a challenge. 

I also ask that you explore imported propane as a good "bridge" fuel until other Alaska options for 
natural gas distribution are developed. Currently there is a propane glut in the Lower 48, making it cost 
effective in the short term. A bonus of propane is that it could be barged to villages (along major rivers 
or via ocean barge to coastal communities) yet does not pose the risk of spill contamination like oil in 
aging fuel tank farms. A professor of oil and energy economics at the University of Alaska Fairbanks 
recently wrote a community perspective article on propane in the Fairbanks Daily News-Miner: 

http://www.newsminer.com/opinion/community perspectives/interior-alaska-energy-why-not­
propa ne/article d9c5ee82-d2c2-lle4-alad-afe 19b 73508c. htm I 

We need to consider as many options as possible to find the optimal solution. 
HB 105 is a step in the right direction. 

Tom Paragi 
1271 Lowbush Lane 
Fairbanks, AK 99709 



Interior Alaska - The "Place" To Do Business 
100 Cushman St., Suite 1021 Fairbanks, Alaska 99701-4665 

ph (907) 452-1105 I fax (907) 456-6968 I www.FairbanksChamber.org 

March 9, 2015 

Honorable Representatives Nageak & Talerico 
Co-Chairs, Resources Committee 
Honorable Senators Bishop & Micciche 
Co-Chairs, Special Committee on Energy 
Alaska State Legislature 

RE: Letter of Support for House Bill 105 & Senate Bill 50 - AIDEA: Bonds; Programs; 
Loans; LNG Project 

Dear Representatives Nageak and Talerico and Senators Bishop and Micciche, 

The Greater Fairbanks Chamber of Commerce supports HB 105 & SB 50, an Act that will 
allow the Alaska Industrial Development and Export Authority (AIDEA) the necessary 
flexibility to finance and advance a natural gas energy project to address the high cost of 
energy in Interior and Rural Alaska. This bill builds on legislation passed during the 28th 

Legislature referred to as the Interior Energy Project (IEP) which allowed AIDEA the ability 
to provide project financing to a natural gas energy project specifically on the North Slope. 
HB 105 expands AIDEA's authority to allow AIDEA the flexibility to finance projects not just 
on the North Slope, but elsewhere in the state and that are designed to address energy 
needs in the state. 

Our Chamber's #1 critical priority is reducing the high cost of energy. We remain steadfast 
in our support of the IEP's stated goals of bringing affordable natural gas to the greatest 
number of Interior residents and businesses as rapidly as possible. While a significant 
investment from the State was made during the 28th Legislature on the I EP, continued 
progress must be made to achieve affordable energy for Alaska's residents and 
businesses. 

The Chamber is the premier business advocacy organization in the Interior whose mission 
is to advocate for a healthy economic environment by building partnerships that promote 
the greater Fairbanks area as an attractive place for business and community. We believe 
the Interior remains the "Place to do 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. 

Sincerely, 

GREATER FAIRBANKS CHAMBER OF COMMERCE 

~~ ~ 
Lisa Herbert 
Executive Director 

Jennifer Imus 
Board of Directors, Chair 
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March 5, 2015 

Representatives Nageak & Talerico 
Co-Chairs, Resource Committee 
Alaska State House of Representatives 

330 Wendell Avenue, Suite E, Fairbanks, AK 99701 

Re: House Bill 105, an Act Relating to AID EA and in Support of the Interior Energy Project 

Dear Sirs, 

As President and CEO of the Fairbanks Economic Development Corporation (FEDC), and on behalf of the 
FEDC Board of Directors, I write to express FEDC's support for House Bill 105, an Act relating to the 
programs and bonds of the Alaska Industrial Development and Export Authority and advancing the 
Interior Energy Project (IEP). 

Timely completion of the Interior Energy Project is critical to the success of the Interior region 
and, as the IEP serves as a model for State participation in bringing the benefits of affordable 
energy to regions beyond South Central, is critical to the future health of Alaska as a whole. 

FEDC supports HB 105 in its current form. Therefore, I ask that you expeditiously move it from 
committee with a recommendation of "do pass" and, thereafter, support HB 105 through the 
remainder of the legislative process with votes of approval. 

Respectfully, 

~0ra 
Jim Dodson 
President & CEO 
Fairbanks Economic Development Corporation 

Phone: (907) 452-2185 
1-888-476-FEDC 

www.investfairbanks.com Fax (907) 451-9534 



From: Lisa Harbo [mailto:lisa harbo@yahoo.com1 
Sent: Sunday, April 05, 2015 11:08 AM 
To: Rep. Benjamin Nageak; Rep. David Talerico; Rep. Mike Hawker; Rep. Bob Herron; Rep. Craig Johnson; 
Rep. Kurt Olson; Rep. Paul Seaton; Rep. Andy Josephson; Rep. Geran Tarr; bill.walker@alaska.gov; 
byron.mallott@alaska.gov 
Subject: Please Work to Speed HB 105 to Passage this Session -We Desperately Need Much Cleaner Air 
in Fairbanks and North Pole 

Dear Representatives Nageak, Talerico, Hawker, Herron, Johnson, Olson, Seaton, Josephson, 
and Tarr, 

Please do everything you can to help speed HB 105 AID EA: 
BONDS;PROGRAMS;LOANS;LNG PROJECT through your committee and do all you can to 
help get it passed this session. We need all the help we can get to get the dangerously polluted air 
here cleaned up. lfwe can't get the air cleaned up in Fairbanks and North Pole soon, many more 
people will have to give up on this area in order to save what is left of their health. The health 
and monetary impacts of the air pollution in this area are staggering and completely unfair. 
Personally, I have developed permanent respiratory impairments due to the amount of smoke we 
have been subjected to here since 2008, and I don't wish these impairments on any other people 
who can be spared from developing them, which is an achievable dream IF we get REAL 
LEADERSHIP from our elected officials and NEEDED RELIEF from being exposed to 
dangerously polluted, toxic air. With the recent data released by the EPA, it looks the 
Fairbanks/North Pole area has now moved into the most polluted spot in the nation for short term 
particulate air pollution. This terrible problem can be fixed, and you can all help to fix it. Please 
help Governor Walker to help people who are suffering here so that we can correct this 
dangerous situation and prevent more people, including developing babies and young children, 
from being needlessly, irreparably, and permanently harmed. 

Sincerely, 

Lisa Harbo - lifelong Alaskan and Interior Alaska resident for over 50 years -
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Alaska Industrial Development and Export Authority 
BOARD MEETING MINUTES 
Wednesday, February 25, 2015 

Anchorage, Alaska 

1. CALL TO ORDER 

Chair Pruhs called the meeting of the Alaska Industrial Development and Export Authority to 
order on February 25, 2015 at 10:52 a.m. A quorum was established. 

2. ROLL CALL: BOARD MEMBERS 

Members present: Chair Dana Pruhs (Public Member); Vice-Chair Russell Dick (Public 
Member); Jerry Burnett (Deputy Commissioner, Department of Revenue); Wilson Hughes 
(Public Member); Crystal Nygard (Public Member); Fred Parady (Acting Commissioner, 
Department of Commerce, Community, and Economic Development); and Gary Wilken (Public 
Member). 

3. ROLL CALL: STAFF, PUBLIC 

AIDEA Staff present: Chris Anderson (Director-Commercial Finance); Mark Davis (Chief 
Infrastructure Development Officer); Sara Fisher-Goad (AEA Executive Director); Jim Hemsath 
(Director-Project Development & Asset (PDAM)); Michael Lamb (Chief Financial Officer); 
Gene Therriault (AEA Energy Policy and Outreach Director); Tom Erickson (Chief Procurement 
Officer); Leona Hakala (Loan Officer); Jennifer Haldane (Human Resources Director); Matt 
Narus (PDAM Project Manager); Karsten Rodvik (External Affairs Officer); Jeff San Juan 
(Infrastructure Development Finance Officer); John Springsteen (Infrastructure Development 
Officer); Nick Szymoniak (Energy Infrastructure Development Officer); Kirk Warren (AEA 
Project Manager); Catherine Bliss (Administrative Assistant); and Krin Kemppainen 
(Administrative Assistant). 

Public: Rick Adcock and Chris Brown (MWH); Alan Bailey (Petroleum News); Kathy Black 
(Birch Horton Bittner & Cherot); Elwood Brehmer (AK J oumal of Commerce); Tim Gallagher 
(HDR); Mark Gardiner (Western Financial Group); Jerry Juday (Department of Law); James 
McConnell (McConnell and Associates); Sunny Morrison (Accu-Type Depositions); Jay Page 
(First National Bank Alaska (FNBA)); Bob Shefchik (Interior Energy Project); and Mark 
Slaughter (Cook Inlet Energy). 

Public participating via teleconference: Kelly Helmbrecht (Brena, Bell & Clarkson); and John 
Parrott (Ted Stevens Anchorage International Airport (TSAIA)). 



AIDEA Board Meeting Minutes 
February 25, 2015 

4. AGENDA APPROVAL 

Page 2 oflO 

Chair Pruhs requested moving item 7D. Executive Session to follow item 9. Board Comments. 

The agenda was approved as modified. 

5. PUBLIC COMMENTS 

John Parrott from the Ted Steven Anchorage International Airport (TSAIA) stated his working 
experience with AIDEA on the FedEx lease renewal has been very pleasant. FedEx is a very 
important anchor tenant for the airport and he looks forward to finalizing the lease renewal. 

6. PRIOR MINUTES - December 16, 2014, January 14, 2015, and February 5, 2015 

MOTION: Vice-Chair Dick moved to approve the minutes of December 16, 2014, January 
14, 2015, and February 5, 2015. Motion seconded by Mr. Wilken. 

Mr. Wilken requested the December 16, 2014 minutes be corrected on page 7 where it states, 
"Mr. Wilken noted for the record he received a confidential answer that it costs operators on the 
Slope $2.00 a Bcf to handle the 8 Bcf a day." Mr. Wilken corrected this passage noting he did 
not receive a confidential answer and his source of information was his memory in regard to 
Alaska Gasline Inducement Act (AGIA) legislation in 2006. 

Mr. Wilken requested clarifying for the readers on page 10 of the December 16, 2014 minutes 
that MOCl is the Mustang Operations Center #1 . 

The minutes were approved as amended. 

7. NEW BUSINESS 

7 A. Loan Resolution No. L15-02 Robert C. and Novella S. Larson, 
Robert C. Larson Revocable Trust of 2000 

Michael Lamb, Acting Executive Director, invited Chris Anderson and Jay Page ofFNBA to 
present Loan Resolution No. L15-02. Ms. Anderson said this resolution is a request for a 90% 
loan participation in a $3,885,000 loan in the amount of $3,496,500 for a fixed 25-year term. 
FNBA would be at a variable rate for 12.5 years. The loan is to refinance an existing multi­
tenanted office building at 341 West Tudor. Approximately six new Alaskan jobs will be 
created. The property will be managed by Curt Nading, a long-time realtor and property 
manager. AIDEA would take a first lien position on the property, which was appraised as is for 
$6,946,000 and at a stabilized value of $7,100,000. 

Ms. Anderson stated this loan resolution would give a 56% loan to value and is well within 
guidelines. The debt service coverage is acceptable at 1.81 to one, and by actual rents, at 1.42 to 
one. The leases are to be subordinate to the deed of trust. The payoff would include 30 days 
interest plus associated fees and costs. AIDEA has had prior debt relations with this entity over 
the last 10 years. The entity has three related loans with a cumulative balance of $4,829,000. 
All loans have been paid as agreed. The proceeds would refinance the existing loan and provide 
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funds to pay off a construction loan for another property on Abbot. The total AIDEA exposure 
would be $6,873,213. 

Ms. Anderson noted the basic financial information was provided to the Board in a separate 
credit presentation. There are no known environmental issues with this property. The strengths 
include the low loan to value, the acceptable debt service coverage, and the excellent credit, 
repayment history, and character quality of the borrower. The weaknesses include a potential 
downturn in the market because of the oil prices, which would have a much wider impact than 
this specific request. Ms. Anderson believes the commercial real estate market in the Anchorage 
area is currently very stable. 

Ms. Anderson said AIDEA's statewide portfolio, as of year-end, has 19.84% in the office 
industry and would increase to 20.62% with this loan request. Within the Anchorage region, 
AIDEA has 29.36% within the office industry and would increase to 30.64%. The primary focus 
in AIDEA's portfolio diversification is retail, tourism, and office industry. AIDEA has funding 
capacity for this loan request. Staff recommends Loan Resolution L15-02 for approval. 

Acting Commissioner Parady requested an explanation of the nature of the six jobs that will be 
created by this loan. Ms. Anderson stated the job certification was provided to FNBA and is 
related to the tenants. Mr. Page indicated there are 15 tenants and one vacancy. The size of the 
vacant unit would likely result in approximately six employees. 

Acting Commissioner Parady asked for more information on how refinancing an existing 
construction loan fits into AIDEA's mission. Mr. Page stated the construction loan was made 
after an AIDEA commitment was issued on the property on Abbot. The commitment required 
the property be 100% leased. The Larson's paid a 1 % extension fee every month for over two 
years waiting for a tenant to lease the top unit. Mr. Page explained as the Larson's equity 
increased in the AIDEA loan at 341 West Tudor, it made sense to vacate the original amendment 
and incorporate the debt into the existing loan. 

Chair Pruhs asked if staff could provide the Board a survey of the economy around the state on a 
quarterly basis. Ms. Anderson noted staff has access to market information from leasing and 
marketing agents. She believes one of the challenges to obtaining specific market sector 
information from real estate agents is it is not lucrative for the agent to obtain this information, 
unless they are working on a particular project. Twice in the past, AID EA has commissioned an 
appraiser who specializes in market research. 

Mr. Lamb said different reports on the state's economy are released and staff can provide the 
Board with these to determine which ones meet the Board's needs. Chair Pruhs requested an 
overview of the economy within the state and how individual regions are trending, including 
identifiers and indicators for potential economical downturns. 

MOTION: Vice-Chair Dick moved to approve Loan Resolution No. Ll5-02 Robert C. and 
Novella S. Larson, Robert C. Larson Revocable Trust of 2000. Motion seconded by Deputy 
Commissioner Burnett. 
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The motion was approved with members Pruhs, Dick, Burnett, Hughes, Nygard, Parady, 
and Wilken voting yea. 

7B. Resolution No. G15-05 Approval of Federal Express Maintenance Hangar Lease 

MOTION: Mr. Wilken moved to approve Resolution No. G15-05 Approval of Federal 
Express Maintenance Hangar Lease. Motion seconded by Vice-Chair Dick. 

Mr. Lamb invited Jim Hemsath, to report on Resolution No. G15-05. Mr. Hemsath provided the 
Board with a summary sheet of the new triple net lease with Federal Express (FedEx), beginning 
on April 15, 2015. He also presented copies of the previously provided FedEx "SWOT" 
(strengths, weaknesses, opportunities and threats) analysis. Mr. Hemsath said this resolution 
authorizes AIDEA to both execute a new lease with FedEx for a requested term of eight years, 
with a 10-year extension, and to execute early the extension of the ground lease at the airport in 
2015. 

Mr. Hemsath noted the project is a fair market value lease of the facility. AIDEA has owned the 
project since its inception in 1992. The term for the lease was 20 years. The fees-in revenues 
equal $59.4 million dollars to the end of January 2015. A detailed evaluation of the property's 
fair market value was conducted by an appraiser and evaluated at $22.2 million. It is 
recommended the fair market value of the lease be $138,142 per month or $1.66 million per year 
for an eight-year term. This is a decrease from the current lease amount of $238,000 per month. 
The current lease amount was based on FedEx paying for the cost of the project, plus 7.5% 
interest. As part of the new lease, AID EA will need to refurbish some of the major systems in 
the building, including the boiler, heaters, hangar door, and upgrades to the fire suppression 
system, totaling an estimated $3.2 million and not to exceed $4 million. 

Mr. Hemsath said FedEx brings a fair amount of business with this operation. FedEx is an 
anchor tenant at TSAIA for the cargo industry, ranking number five in the world in tonnage for 
cargo landings. Additionally, FedEx pays in excess of $4 million a year in landing fees and 
approximately $800,000 a year to the airport in ground leases. FedEx also purchases $1.5 
million of fuel a year. There are approximately 500 FedEx employees in Alaska, with about 58 
workers in the hangar. 

Mr. Hemsath stated it was difficult to find any true risks with the facility and FedEx. There are 
no indications the cargo industry will decline. Alaska is strategically located relating to the 
cargo industry. FedEx and the airline consortium has constructed new tankage for larger loads of 
jet fuel in order to stabilize the fuel costs. He noted the 20-year old building poses the future risk 
of major refurbishments in excess of the agreed $4 million. AID EA would be responsible for 
any building repairs to be amortized over the life of the repair at 6.5% interest and to be added to 
the lease cost. 

Chair Pruhs asked the size of the facility. Mr. Hemsath said the building is 78,938 square feet, 
with an appraised value of $1. 75 per square foot of leased space. 
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Mr. Hemsath said public notice was given in 2013 advising the negotiations with FedEx. No 
comments were received. Staff recommends Resolution No. G15-05 for approval. 

Acting Commissioner Parady inquired about the value AIDEA is receiving in return for allowing 
FedEx to have a lower cost lease and to synchronize their leases, thus yielding that leverage. Mr. 
Hemsath explained multiple discussions occurred with the airport regarding FedEx aligning their 
leases and the potential of FedEx leaving at one time. The airport is comfortable with that 
potential because of the business and the good location. If the new lease, based on fair market 
value, is extended 10 years, the price adjustment will be based on the fair market value at the 
time. 

Acting Commissioner Parady requested more information as to why the new fair market value 
lease amount is lower than the existing lease amount. Mr. Hemsath explained the original lease 
amount FedEx has been paying was not based upon fair market value. FedEx paid for the actual 
cost of the project plus 7.5% interest. The capital cost has been paid for and AID EA completely 
owns the facility. Moving ahead, fair market value will be charged for the lease. Mr. Hemsath 
stated it is not appropriate to compare what had been paid for the lease over the past 20 years 
versus what the lease will pay going forward. 

Acting Commissioner Parady asked for the risks associated with not synchronizing the building 
lease term with FedEx and the land lease term with TSAIA. He noted that gap could cause a 
problem. Mr. Hemsath noted that the risks are minimal because he believes there is a very small 
probability there will not be a tenant in the building post 2023. 

Chair Pruhs commented there is a formula in statute for lease renewals that considers the amount 
of dollars reinvested in the facility relating to a longer term lease extension. Every dollar spent 
in reinvestment is equivalent to a certain time extension on the lease, up to 55 years. Acting 
Commissioner Parady asked if the $4 million in refurbishment should have led to a longer-term 
ground lease, rather than the proposed shorter-term lease. Chair Pruhs suggested the ground 
lease be up to a term of 50 years. Mr. Hemsath stated staff will investigate that option. 

Acting Commissioner Parady requested additional information regarding the extensions solely 
exercised by FedEx without a reopener provision to the new lease. Mr. Hemsath stated the 
reopener is in Section 2D when the lease amount will be re-evaluated in eight years for the 10-
year extension. 

Mr. Hughes asked if there were any property taxes. Mr. Hemsath stated there are no property 
taxes. The state does not pay property taxes. The city does not charge property tax. This is state 
property and the owner of the facility is a state entity that is not liable for taxes. To date, no 
property tax has been assessed. Per the triple net lease agreement, if the city decided to charge 
property taxes, FedEx would be responsible for paying all taxes going forward. 

Mr. Hughes said he remembers the city gave FedEx an initial tax holiday as an incentive because 
Anchorage was competing with Portland. Mr. Hemsath said he will investigate the status of the 
property taxes and will provide an overview. 
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Chair Pruhs asked if the municipality had to offer support in the form of an assembly resolution 
for this lease renewal. Mr. Hemsath said there was not a resolution. Per the statute, AIDEA sent 
the city a letter advising of the lease and the City Manager replied there were no questions or 
concerns. Chair Pruhs inquired ifthere are any other facilities owned by AID EA that are leased 
out to private industry who are paying local taxes. Mr. Hemsath stated Capstone pays property 
tax for the Skagway Ore Terminal based on the improvement of the facility. He noted the 
facility in Ketchikan is under a 30-year tax holiday. 

Mr. Wilken asked if the issues brought forward today rise to the level to table this resolution for 
additional review and to be brought back in front of the Board at the next meeting. Mr. Parady is 
satisfied with the answers to his concerns and believes this resolution can go forward today. 

The motion was approved with members Pruhs, Dick, Burnett, Hughes, Nygard, Parady, 
and Wilken voting yea. 

7C. Interior Energy Project Update 

Mr. Lamb introduced Bob Shefchik and Mark Gardiner, who provided an overview of the 
Interior Energy Project. Mr. Shefchik listed the core team members and explained their specific 
roles. He stated the concession agreement project had a low-cost, long-term gas supply and a 
supply-chain design that was too expensive to bring it all the way to close. The termination of 
that concession agreement in January led to the ability to explore options. The main option is the 
Southcentral approach, which would provide a supply chain that can deliver at a lower cost for 
liquefaction, transportation, operations cost, and with a gas supply that is a bigger challenge in 
terms of cost volatility and duration. 

Mr. Shefchik noted the team has been tasked to put together a supply chain that matches the 
community and the Interior Energy Project ("IEP") goals, and to consider all supply options 
while focusing on the entirety of the supply chain and on the delivered cost. The tasks of the 
team efforts have been broken down based on the components of the supply chain, including the 
supply costs, liquefaction, transportation, storage and regas, and distribution. Each area has a 
team lead and these are the parts of the complete cost model to ensure the most effective use of 
the capital stack and AIDEA tools. 

Mr. Shefchik said the process of narrowing the solicitations to two or three proposals will occur 
in the next month focusing on liquefied natural gas (LNG). Nonconforming alternatives will be 
considered at the same time. He stated the goal is a singly operated utility that takes advantage 
of both operational and capital efficiencies. This is the main driver behind the Pentex acquisition 
and the ability to combine the shared costs. 

Mr. Shefchik stated the cross components include the legislative issues of House Bill 105 and 
Senate Bill 50. The energy efficiency legislation currently before the Legislature addresses the 
commercial side of conversion, but does not address the residential conversion program. 

Mr. Gardiner explained there are many parallel parts going forward in the due diligence process, 
including moving from a letter of intent to an actual acquisition of Pentex. Negotiations are 
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ongoing for detailed agreements and are expected to conclude next week. Detailed legal, 
financial, and environmental due diligence is occurring regarding the Pentex acquisition. The 
financing plan, due diligence materials, valuation report, and definitive agreements are being 
developed and are expected to be brought before the Board at the April meeting. 

Ms. Nygard expressed her appreciation to Mr. Shefchik for going to Juneau and presenting in 
front of the Legislature, the opportunity the state has. She asked if any legislative feedback was 
received, if any follow-up information has been provided to the Legislature, and what level of 
transparency has been given to private sector partners. Mr. Shefchik stated he had 11 individual 
meetings and one two-hour hearing all in the same day in Juneau. The questions and concerns he 
heard regarded the political fallout from the dissatisfaction with the rollout of the process and 
how people were informed. Mr. Shefchik assured that tenor and approach would change and he 
provided a follow-up email with his phone number to each of the 11 individuals he met with. 
The initial high level of frustration that was heard has decreased. The substantial questions now 
relate to how the Pentex acquisition fits into the overall IEP. There are still questions regarding 
gas supply, the reserves available, and possibilities. 

Mr. Shefchik said the goal is for AIDEA to facilitate the IEP. The solicitation process will be 
looking for private partners to provide liquefaction, transportation, and possibly a full supply 
chain. The goal is to use AIDEA tools to finance the infrastructure portion so the capital costs 
are lower and the savings flow through to the end meter. 

Mr. Wilken asked Mr. Gardiner if there was a tripwire date at the end of February for the MOU 
regarding due diligence. Mr. Gardiner stated there was a goal to have the due diligence and the 
definitive agreements completed by February 28, 2015. That expectation date has changed and it 
will be known in early March if the definitive financial business terms have been agreed upon. 
Mr. Wilken asked if he is correct in viewing AIDEA as being in a Kickstarter role. Mr. Shefchik 
stated he believes that is part of what AID EA is doing. The underlying challenge to this project 
is the low demand in the early years. The Kickstarter role AID EA is playing is to help build the 
demand so the IEP loan financing can be paid back. AIDEA is also helping with the pricing 
pressure through financing of infrastructure. 

Mr. Wilken asked ifthere is anything AIDEA can do to help Mr. Shefchik and staff be more 
productive in Juneau during their next round of seven committee visits and two floor sessions. 
Mr. Shefchik stated the Governor's Office provides him with a cubby to sit in. Most of the 
legislative committee work will be completed by Gene Therriault. Mr. Shefchik noted he will 
mainly conduct informal lunch-and-learn appointments every two or three weeks to discuss the 
progression of the project and to answer questions. Mr. Shefchik stated he intends to spend time 
with Senator Micciche and his staff regarding the FlexSteel. 

Ms. Nygard asked how this opportunity is different from what AID EA has completed in the past. 
Mr. Shefchik said he believes this ownership opportunity is similar to other AID EA assets. Mr. 
Lamb explained AID EA is fulfilling its mission of being a vehicle for the state to step in and 
help solve a problem, while being consistent with its role of economic development, job creation, 
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and stabilization of the economy. Mr. Gardiner stated the other parallel is that AID EA will not 
directly operate the gas utility. It will leave the structure in place that is operating now. 

Chair Pruhs expressed his appreciation to Mr. Shefchik and Mr. Gardiner. He offered Board 
level support to both of them. 

Mr. Wilken shared in the minutes ofJanuary 14, 2015, in the first paragraph of page eight, it 
states, "Mr. Leonard agreed with Chair Pruhs and noted a complete analysis of the IEP project is 
being compiled." Mr. Wilken requested Mr. Lamb inform Mr. Leonard that he looks forward to 
receiving the completed analysis. 

Mr. Wilken stated the Board members were supplied a letter from the Alliance a couple of days 
ago. He does not remember the Alliance ever attending any of the AIDEA meetings over the last 
15 months. Mr. Wilken asked if the Alliance has spoken to anyone present in the room 
requesting knowledge upon which they could write such a letter. There was no answer given in 
the affirmative. Mr. Wilken expressed his distress the Alliance has written this letter with very 
little involvement. He gave an open invitation, on the record, requesting the Alliance, Alliance 
leadership, or Alliance membership to call any one of the Board members to discuss and 
understand the current IEP status and all the work that has been completed in the effort to help 
the friends in Fairbanks. 

Acting Commissioner Parady suggested Mr. Shefchik could be a speaker at a Resource 
Development Council (RDC) upcoming event. Mr. Shefchik agreed. 

Ms. Nygard expressed her appreciation to Mr. Wilken for his comments. She believes it is 
probably one of many letters AID EA will receive from organizations who represent the builders 
of Alaska and it stems from the transparent accountability the market wants the state to have. 
Ms. Nygard suggested AID EA get more involved with the market and the alliances and solicit 
solutions from them. 

8. DIRECTOR COMMENTS 

Mr. Lamb noted the loan, dashboard reports, and matrix are included in the Board packet. 

Mr. Lamb provided a synopsis for parts of the Callan Investment report. He advised AIDEA's 
mandates and direction from the Fixed Income Investment Policy Resolution No. G01-14D, or 
the resolution are more conservative than what its benchmarks are. Last year's returns were good 
at a 5% plus rate of return on the externally managed portfolio. The portfolio clearly meets the 
policy's criteria. Mr. Wilken asked who wrote the synopsis. Mr. Lamb said Kelli Veech and 
staff created the synopsis, with review by Callan. 

Chair Pruhs expressed his appreciation for the preparation of the synopsis and believes it is 
important for the Board to understand what the funds are doing, what they are invested in, while 
they are not being utilized in the Alaska economy, and the relationship of those investments to 
AIDEA's mission. Chair Pruhs believes there will be opportunities within the next 24 months. 
He asked if there is a mechanism to inform the Board of the amount of dollars that must remain 
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in the revolving funds versus the amount of dollars that can be utilized to spur the economy and 
provide a return. 

Mr. Lamb stated AID EA currently has a lot of cash due to the sale at Healy, prepayments on 
loans and the jack-up rig, but that liquidity amount is less than the amount needed for the 
potential investments projects including Pentex, BlueCrest Energy, Mustang Operations Center 
#1 (MOCl), and Resource Energy Inc. (REI). He explained the dynamics are not simple. One 
of his challenges is determining how much external cash is needed in order to show stability to 
the marketplace. 

Chair Pruhs commented it is important for the Board to be apprised at a high level in managing 
the risk of opportunities. Mr. Lamb said the Board's internal income statement and balance 
sheet were completed through December 31, and he believed the intent was to provide those to 
the Board. At that time, AID EA was on target at 50% of the net budget numbers. Chair Pruhs 
stated the Board has not yet received those reports. 

Chair Pruhs noted the next Board meeting is Thursday, March 26, 2015. 

9. BOARD COMMENTS 

Chair Pruhs said discussion has occurred requesting an AIDEA Board meeting in Fairbanks and 
one of the dates suggested is June 25, 2015 at 8:00 am. Hearing no objections, Chair Pruhs 
requested staff begin the process of scheduling that meeting, with members arriving the night 
before the meeting. Mr. Wilken recommended making the plane reservations as soon as 
possible. He suggested getting an early start in the morning and limiting the agenda. The Board 
could then use four hours in the afternoon to see pipes being put in, to go out to the storage tanks, 
and other results of the Board's efforts. Chair Pruhs agreed with those suggestions and asked 
staff to research if it is appropriate to have a reception with any groups the night before the 
meeting. 

7D. Executive Session - Personnel Matters: 

MOTION: Acting Commissioner Parady moved to go into Executive Session to discuss 
confidential personnel matters related to the AIDEA Executive Director. Motion seconded 
by Vice-Chair Dick. The motion was approved. 

Board members present: Dana Pruhs, Russell Dick, Jerry Burnett, Wilson Hughes, Crystal 
Nygard, Fred Parady, and Gary Wilken 

Invited by the board to attend the executive session to discuss confidential personnel matters: 
Jennifer Haldane (Human Resources Director), Jim Kubitz (Alaska Rail Road via 
teleconference), Jim McConnell (McConnell & Associates), and John Springsteen (Infrastructure 
Development Officer). 

The Board entered executive session at 12:34 p.m. The Board reconvened its regular meeting at 
3 :39 p.m. Chair Pruhs stated no formal action was taken during executive session. 
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There being no further business of the Board, the AIDEA meeting adjourned at 3:39 pm. 

Michael E. Lamb( Acting Executive Director/Secretary 
Alaska Industrial Development and Export Authority 
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AIDEA Board Approves Interior Gas Utility Loan 
Financing Provided to Advance Natural Gas Distribution System 

(Anchorage)-The Alaska Industrial Development and Export Authority (AIDEA) Board on 
Thursday approved a Sustainable Energy Transmission and Supply Development Fund (SETS) 
loan to advance natural gas distribution system development in Fairbanks and North Pole. 

The loan to Interior Alaska Natural Gas Utility (IOU) is for $29,680,000. In April 2014, 
AIDEA's Board approved an $8,100,000 loan to IOU to fund initial work on the development of 
their distribution system. This new loan enables IOU to move forward on Phases 1, 2 and 3 of 
their 6-year plan to build out their certificated service area. Phase 1 construction in the North 
Pole area will begin this summer. IGU expects to put approximately 73 miles of pipe in the 
ground to more than 140 multi-family/commercial structures and more than 2,100 residential 
services. With this loan, IGU is also enabled to continue right of way acquisition, purchase 
equipment and materials, install temporary storage and perform design work for Phases 2 and 3 
of their distribution system. 

Over the next roughly 18 months, IGU anticipates approximately 165 construction jobs will be 
created. Contracting for design engineering firms, construction cost estimators, right of way 
agents, permitting specialists, environmental scientists and survey teams is forecast to employ 
between 35 to 40 additional professionals. The project is further expected to support 260 local 
jobs, of which 240 are indirectly supported at other Fairbanks North Star Borough businesses 
and 20 are permanent jobs once gas operations begin. 

This SETS loan is part of the Interior Energy Project. The project was approved by the 28th 

Legislature in 2013, and includes financial tools that can help develop natural gas distribution in 
Fairbanks and North Pole. The goal is to bring low cost natural gas to as many Interior Alaskans 
as possible - as soon as possible. 

The Alaska Industrial Development and Export Authority is a public corporation of the state. 
AIDEA's purpose is to promote, develop and advance the general prosperity and economic 
welfare of the people of Alaska. 

### 

aidea.org 

813 West Northem Ughts Boulevard Anchorage, Alaska 99503 T 907.771 .3000 Toll frff (Alaska Only) 888.300.8534 F 907.771.3044 



-----Original Message-----
From: tparagi@alaska.net (mailto:tparagi@alaska.net) 
Sent: Monday, April 06, 2015 11:12 PM 
To: Rep. Benjamin Nageak; Rep. Geran Tarr; Rep. Bob Herron; Rep. Craig Johnson; Rep. Kurt Olson; Rep. 
Paul Seaton; Rep. Andy Josephson; Rep. Mike Hawker 
Subject: please support HB 105 

Members ofthe House Resources Committee: 

I ask your support for HB 105 to allow more options for bringing cleaner fuel to the Interior and rura l 
communities of northern and western Alaska for both space heating and electricity production. 

In my community of Fairbanks, burning of coal is the primary means for generating electric power, but it 
produces mercury and other toxic emissions. Residents also burn cord wood in stoves and outdoor 
boilers as primary or supplemental space heating, contributing substantially to poor air quality events 
that have been correlated to local hospital admissions for respiratory and pulmonary illness in the last 
decade. The high cost of energy and local air pollution are plausibly contributing factors to recent 
declines in the Fairbanks population, although military deployments from Fort Wainwright and Eielson 
make such an inference complicated. 

It is highly unlikely that presently low consumer prices for heating oil will persist, so we need a long­
term solution to replacing dirty fuels. Alaska has a wealth of natural gas, but economical distribution to 
northern and western Alaska is a challenge. 

I also ask that you explore imported propane as a good " bridge" fuel until other Alaska options for 
natural gas distribution are developed. Currently there is a propane glut in the Lower 48, making it cost 
effective in the short term. A bonus of propane is that it could be barged to villages (along major rivers 
or via ocean barge to coastal communities) yet does not pose the risk of spill contamination like oil in 
aging fuel tank farms. A professor of oil and energy economics at the University of Alaska Fairbanks 
recently wrote a community perspective article on propane in the Fairbanks Daily News-Miner: 

http://www.newsminer.com/opinion/community perspectives/interior-alaska-energy-why-not­
propane/article d9c5ee82-d2c2-lle4-alad-afe19b73508c.html 

We need to consider as many options as possible to find the optimal solution. 
HB 105 is a step in the right direction. 

Tom Paragi 
1271 Lowbush Lane 
Fairbanks, AK 99709 
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Supply natural gas to Interior Alaska: 

- At the lowest cost possible 

- As many Alaska customers as possible 
- As soon as possible 
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Project 

IEP investments compliment eventual sources of 
gas supply from a natural gas pipe line 

__ Lower PM2.5 in nonattainment areas of Interior 
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Pursued development of a North Slope LNG 
supply through Concession Agreement 

~· AIDEA/AEA are now evaluating infrastructure 
to deliver natural gas from Cook Inlet 

AIDEA is financing the buildout of natural gas 
distribution in Fairbanks and North Pole 
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Concession Agreement with MWH was a legal framework for a 
public-private partnership 

• 
Northleaf, a Canadian investment firm, was the private partner 
proposing to finance, construct, and operate LNG facility 

- AIDEA would provide financing and would own LNG facility 

Concession Agreement set out conditions for financial close 
- AIDEA had to agree to project costs and commercial terms 

MWH would provide construction and operating agreements 
MWH would negotiate and secure LNG sales to utilities 

Concession Agreement terminated due to inability to complete 
financial close by December 31, 2014 

Higher capital and operating cost than projected 
LNG supply agreements were unacceptable to utilities and AIDEA 
Delivered projected price and risk allocation did not meet the 
IEP's goals and AIDEA's investment requirements 
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The North Slope project under the Concession Agreement did not proceed 
because it did not pass AIDEA's due diligence process and Board Approval. 
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SB 23 ~J 

IEP Capital Appropriation 
Legislative Funding $57,500 

Plant Direct, Legal, & Financial $1,337 
Pad Construction & Permitting $5,708 
Plant Engineering & Design $5,064 
Storage, Dist, & Conversion $332 
Total Expenditures $12,441 

1.000'S 

SB 23 SETS Loan 

Interior 
1Energy 
Project 

Legislative Funding $125,000 

FNG Distribution Loan $15,000 
IGU Distribution Loan $37,780 
Total Outstanding Loans $52,780 

Remaining Funds $72,220 

SB 23 SETS Bonds 
I Remaining Funds $45,059 I I Legislative Authorization $150,000 

$150,000 Remaining Authorization 

AIDEA has spent $12.1 million of SB 23 Capital Appropriation developing a North 
Slope LNG project. 

AIDEA has issued $52.8 million in loans to build out the distribution system in 
Interior Alaska. 
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n.terior -nergy 
, Project 

The Alaska natural gas and LNG markets have changed in 
the last two years and new information is now available. 

Status in 2013 
Cook Inlet utilities were 
actively developing LNG 
import plans amid gas supply 
fears 

--Existing proposals for North 
Slope LNG indicated lower 
capital costs 

AIDEA had not selected a 
North Slope developer or 
project design 

Status in 2015 
Concession Agreement work 
revealed high cost of North 
Slope LNG 

Cook Inlet "Renaissance" 
provides opportunity for lower 
cost natural gas 

Downturn in global LNG 
market may reduce price for 
conventional LNG equipment 
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NORTH SLO A 
C 

Cook Inlet 
Natural Gas Supply still uncertain but_J 
Supply indications are positive 

LNG Plant Cheaper to construct and 
Costs operate, "off the shelf' 

Trucking/ Lower trucking costs, large 
Rail trailer potential, rail option 

North Slope 

l,nterior 
-nergy 
Project 

Abundant supply at low cost, 
existing contracts in place 

Expensive to design and construct 
for North ~lope conditions 

Trucking is more expensive but 
feasible 

Storage and 
No significant chan1ge in design and costs 

distribution 
.. 

Conclusion: If affordable natural gas is available, a 
Cook Inlet LNG project is favorable 
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NORTH l 

Gas 
Supply 

Two Existing Gas 
Supply Agreemeints 

with North Slope 
Producers 

LNG 
Produ,ction 

3rd Party LNG 
Developer 

Transportatron: 
Trucking 

Pdvate Trucklng 
,contractors 

LNG Storage and 
Regasilic:atron 

·~·~ ..... . ... 
~ ... ..~ 

Interior - ergy 
Project 

Natural Gas 
DJ*1bution System 

Interior Gas UIIHty 
Fairbanks Natural Gas 

Golden V,alley Electrlc Association 

The North Slope LNG Project supply chain was well vetted, providing AIDEA and the 
Interior Utilities with estimated costs. 

The LNG production cost for a North Slope project under the Concession Agreement 
was too high. Alternative North Slope LNG production projects will be considered. 
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Gas Supply 

LE 

LNG 
Production 

Gas Supply 3rd Party LNG 
Agreement with Developer 

Cook lnl'et Produeer(s) 

Transportation: 
Trucking or Rallroad 

Private Trucking 
Contractors or 
Alaska Railroad 

LNG Storage and 
Regaslflcallon 

• ,.• ,. .. ..,. .... ~ 
,..... ... .£ 

1rnterior 
-nergy 
Project 

Natural Gas 
DlstrlbuNon· System 

Interior Gas UtlJlty 
Fairbanks Natural Gas 

Golden VoHey Electric Association 

Allowance of this alternative, in addition to the North Slope supply chain authorized in 
2013, is the purpose of HB1 OS's IEP changes. 

AIDEA is also encouraging and will evaluate all proposals to achieve the goals of the IEP 
(e.g., small diameter pipelines, full supply chain solutions, etc.) 
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, 1 Coverage Area 

!FNG 
Coverage Area 

0 E 

North Slo;pe 
Natural Gas Sup;ply 

LNG Production 

J 

Storage and 
Regaslficatlon 

l:nterior 
Energy 
Project 

A 
N 
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Anchorage 

Storage and · 
Regaslficatlon 

IGU 

A 
N 

Coverage Area 

FNG 
Coverage Area 

Interior 
n~rgy 
roJect 
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HO D 
AN 

1:nterior 
n~rgy 
roJect 

, 1st 10 Years Projected Total Demand: 80 Bcf 
,, Annual Demand at Full Buildout: 9.5 Bcf 

10 Years of Interior Demand (Bet) 

1,200 

1,000 

800 
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Remaining Last 10 Yrs of 10 Yrs of 
Cook Inlet LNG Export Interior 
Reserves Demand 
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80 
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40 
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20 

10 

Full Interior Demand 
(Bcf per Year) 

2Trains 

2014 Cook Agrium 
Inlet Demand Restart 

Full Interior 
Demand 
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IMPACT HB 

What HB 105 does 

Interior 
-nergy 
Project 

~, HB 105 gives AIDEA flexibility to use SB 23 financing 
tools with non-North Slope liquefaction location 

What HB 105 does not do 
Does not increase funding for the IEP 
Does not increase AIDEA's investment authority 
beyond geographic flexibility 

~- Does not alter AIDEA's policy of supporting the 
private sector 
Does not change the intent or goals of the IEP 
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OAR 
-02 

Interior 
nergy 

·Project 

Approves expenditures to evaluate 
alternatives to the North Slope Concession 
Agreement 

- January 14, 2015 
- $500k SETS funds {non-SB 23) 
- $200k AIDEA funds {for personnel and facilities) 

Resolution and related funding is being 
utilized for the current RFP process 

- Direct commercial process, not a "study" 
- Project Execution Plan 
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AIDEA RE 
T 

The full $500k authorization 
for professional services 
may not be spent 

Spending to date has been 
on advancing a Cook Inlet 
project 
- Technical analysis and 

review of private partner 
proposals 

- Commercial and legal to 
issue RFP and partner with 
private partners 

Full $200k for AIDEA/AEA 
staff time not expected to 
be spent 

Interior 
Energy 
Project 

AIDEA Resolution G15-02 
Budget*, $500k 

Total Budget .;;~,. -:·_ · /~- $500,000 
Plant Cost Estimate '" ;·~ ···!>.·4 • $25,500 
Liquefaction RFP , , , '.,; :~ 'f $25,200 
Transportation Modeling :-:}{ $42,100 

~ ·~.1(· 

Dist & Storage Design ')_·:.<" $25,000 
' .. ,i" .. 

Outreach, Website .' ;:···Y: $19,200 
Project Management .:: .':·>:~i · $108,000 

1 • -. ' 

Legal - DOL '. ,;'/i.·. $25,000 ,., r 

Legal - External " ' J > {) $25,000 
Total Budgeted Expense $295,000 

.. dj 
• ·: I I 

$205,000 
*Draft, subject to modification 
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caR CTEX 

Supply 

.,.. Liquefaction 

Transportation 

T 

... Storage and Regasification 

Distribution and conversion 

Plus cross-component tasks of 
- Legislative 
- Full Supply Chain Cost Modeling 
- Alternative Approaches 

Interior 
-nergy 
Project 
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,nJerior -
ASS D I n~rgy 

ProJect 

DCCED leading effort to facilitate Cook Inlet natural 
gas 

- Solicitation to all Cook Inlet gas vendors in process 
- IEP team, DNR, DOR on team 
- Determine availability/price and help utilities secure natural 

gas supply/LNG supply agreements 
- All current and potential suppliers invited to participate in 

competitive process 

New LNG capacity 
- RFP to be issued for LNG capacity - Focus on Cook Inlet; 

Consideration of North Slope and alternates 
- Will evaluate proposals that include natural gas supply and 

LNG capacity 
- Competition between private developers to achieve lowest 

price with IEP tools 

4/ 6/ 15 I · · ... : * 18 



TR s RTATI 

Storage and Transportation 
- Optimize use of capital to meet IEP goals 
- North Slope analysis tools applicable to these 

components 

:interior 
,_nergy 
Project 

- For example, is it more economic to invest in LNG 
plant capacity, trucks or LNG storage? 

Transportation logistics and cost 
- Trucking vs. rail cost estimates 
- Levelized vs seasonal swing 

LNG storage size driven by supply chain 
- Trucking vs. rail cost estimates 
- Size and capital cost of selected plant 
- Cost of seasonal swing vs cost of storage 

~ i 
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ISTR•ac A 
Interior 

"-n~rgy 
;ProJect 

Interior distribution build-out need is not impacted by LNG from 
Cook Inlet vs. North Slope 

Gas trucking remains a transition to piped gas 
Distribution build-out required, regardless of source 
Build-out continues summer 2015 
Distribution adjustments expected for summer 2016 based on LNG 
capacity and Pentex outcomes 

Potential acquisition of Pentex/FNG 
Due Diligence continues 
If acquisition occurs: Fall 2015 savings to current customers; Long­
term efficiencies to benefit all residents 
AIDEA approach to divest ownership and operation structures into 
integrated FNG and IGU entity 

Conversions Key Component 
Local program leveraging private bank financing for residential 
conversions 
PACE legislation to allow local option for commercial conversion 
Capacity building and coordination with local contractors and 
suppliers 
Delivered gas costs low enough to generate conversions 
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IEP PLAN­
JUNE 3 s 

~-- Gas Supply Agreement 
- Term sheet level with secure supplier 

Supply Chain Partner(s) ide,ntified 
- Project to AIDEA Board 
- Development agreements 
- Recommended capital stack 

-. Potential Pentex Acquisition 
- Due diligence and Board approval 
- Plan for integrating Pentex and IGU 

Timeline and component pricing set 

l·nterior 
n~rgy 

_ ProJect 

- Based on selected supply chain partners and natural 
gas contract 
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SUM 
llnterior 
E:nergy 
Project 

IEP continues to work towards project goals 
set forth by the Legislature under SB 23 

= HB 105 increases project flexibility and 
improves likelihood of project success 

, The IEP welcomes the chance to work with 
the Legislature and this committee on HB 105 
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