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STATE LAND
1. Recommendations to the State re: State Lands

Although this plan H996 Cooper Landing Land Use Plan Update) applies to land
which has all ready been selected by the Borough, significant consideration was
given to the Kenai Area Plan as set forth by the State of Alaska Department of

Natural Resources because of the likelihood of selection of these lands by the

Borough in the future.

On May 11, 1995, the CLAPC forwarded a letter to DNR outlining the Commission's
concerns and recommendations for the lands in the Cooper Landing area addressed
in the Kenai Area Plan. Appendix #3 is a copy of this letter.

Map "D", in the back of this document, shows some of the Kenai Area Plan
Recommendations.

In cases where the State is still considering the Borough's selections, Unit Numbers
have been assigned to these areas and are being discussed as part of the Kemai
Area Plan. A Final Decision issued by the State of Alaska gives the Borough
management authority on those lands and issuance of a Patent may or may not
include certain conditions on the transfer of ownership and/or changes in the amount

of acreage conveyed.

The following is a brief summary of the recommendations forwarded to the State
DNR:

a. The CLAPC considers Units numbered 388, 389, 390, 391, 393A,
393B, 394A, 394B, 395, and 396 as falling within the planning area,
and/or having a significant affect on the community of Cooper Landing.

b. That the Kenai Area Plan Planning Team consider certain portions of
the 1992 Community Recommendations On A Land Use Plan for
Borough Lands; specifically, the portion beginning "Land Status and
Existing Land Use" and the Survey Results (of) Cooper Landing
Community Goals. The directions for community growth and expansion
expressed in this document reflect our goals for both state and borough
lands. The plan should be useful to State Land Management Planners
in formulating State Land Use Decisions in the Cooper Landing area.

C. The CLAPC recommends that the state shoreline lands along Kenai
Lake and its tributary streams be included in the Alaska State Park
System for habitat protection, scenic value, and public access as
specified in Kenai River Special Management Area, 1986. These
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V1.

Cooper Lake Roads are appropriate per Section 1A of Cooper Landing
community Goals Survey, August 1991.

GENERAL COMMENT: While the CLAPC supports traditional firewood and house-
log use of Units 388 and 389, we question the utility of sales like the current hemlock
rich, 240 acre Cooper Lake sale. We oppose extensive permanent road construction
in this area and support the State's designation of winter removal on proposed sales.
The community would rather limit permanent roads to planned development projects.

The Commission is concerned with the broad commercial leasing guidelines for Unit
388 and would like to work with the state on more refined designations with greater
protection of habitat and recreation values around Cooper Lake. The community
recommendations for boroughTselected lands were crafted during the winter of 1995-
1996. Itis the intention of the Commission members to continue working with the
state on Cooper Lake designations and guidelines to balance community expansion
needs with retention of current recreation values. Future commercial and residential
land disposals in Unit 388 and 389 must be coordinated with development plans on
borough-selected lands and must be subject to community comment and approval.

POTENTIAL NEW SELECTIONS UNDER AS 29.65
1 Recommendations to the Borough re: State and Borough Lands.

Although the above recommendations were addressed to the State, the
following sections are included herewith as recommendations for
selection/classification process (and other suggestions) to be considered by
the Kenai Peninsula Borough.

a. The selection of the 1,138-acre Unit 395 for community expansion as a
residential subdivision with consideration for the integrity of the
Resurrection Pass Trail System and surrounding fish and wildlife
habitat. Also, all residential recommendations are contingent upon the
ability of the developer to provide adequate road access, adequate
sewage disposal facilities, and a potable water supply.

The commission recommends a 200 foot preservation greenbelt along
either side of the Juneau Bypass state right-of-way, with limited access,
and no roadside commercial development.

b. The selection of the 523-acre Unit 394B for community expansion as
commercial and residential subdivision. The northeast corner of this
parcel where the Sterling Highway runs directly along the Kenai River
to the south of Cooper Creek Campground is an important bald eagle
winter feeding area and should be protected either by inclusion in State
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VII.

b. There is to be NO access to or from the new alignment other than the
departure from the existing road at either end of the bypass. The NO
ACCESS issue is not a matter taken lightly by the community

Diverting traffic away from the business district could be damaging to the
community's economic base. Most businesses rely heavily on tourism and it
is difficult enough to operate on a seasonal basis. It is important to the
residents that Cooper Landing remain a viable, thriving community.

IMPLEMENTATION

While this 1996 Update to the 1992 CLLUP provides recommendations to the KPB
on the classification of its land, if is not a revision of the 1992 CLLUP. The CLAPC is
encouraged to update the 1992 CLLUP to address the many significant issues
affecting the Cooper Landing community as mentioned in the introduction.

KPB 17.10.080(1) states that "classification or reclassification shall be compatible
with any land use plan adopted under the borough comprehensive plan or another
plan approved the assembly. If a proposed classification or reclassification is not
compatible with an approved land use plan, a plan revision shall be necessary before
the classification or reclassification is adopted.” Classifications are general land use
recommendations. Within each classification definition there is significant latitude to
implement the classification. It is not until KPB land is disposed or developed for a
public purpose that classification is ultimately implemented. Prior to development,
large tracts of KPB land need to be, at a minimum, surveyed, soil tested, and
subdivided. This could cause the modivication of classification boundaries. Specific
decisions on items such as lot size and alighment of roads can only be decided
during the subdivision planning and development stage.

Certain preexisting land uses have been determined through filing of subdivision
plats and reservations in conveyance instruments. Specifically, land that has been
subdivided has established or dedicated access, easements, and, in some cases,
development setback and non-development buffer areas. Where these decisions
have been made through the platting process, classification recommendations do not
supersede the subdivision plat. Additionally, land use plans and KPB classifications
are subject to any restrictions and reservations imposed on the property by patent or
conveyance documents from the State of Alaska, the United States or the Kenai
Peninsula Borough.

The Southern Intertie Route Selection Study Phase 1, dated May 3, 1996 shows
Cooper Landing as being affected by one of the alternate corridors. The alternate
alignmant generally parallels the existing Quartz Creek transmission line. Should
this alignment be selected the right-of-way for the intertie would be an additional 150

feet.
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~=|Senate Majority News

Traci Kempert, Senate Majority Press Secretary
716 W 4 h Avenue, Suite 520
Anchorage, AK. 99501-2133

Phone: (907) 269-0257
Web Site: http://www.akrepublicans.org

-For Immediate Release: January 2,2004 /N Contact: Traci Kempert at (9.07) 269-0257

Senate President Files A N G D A L egislation

Designed to Help Voter-Created Authority

Senate President Gene Therriault (R-North Pole) announced today that he has filed two pieces of legislation
designed to help the Alaska Natural Gas Development Authority (ANGDA). ANDGA was created by a
citizens’ petition initiative that appeared on the Nov. 2002 general election ballot.

The first bill is a supplemental appropriation for the Authority to complete preliminary engineering, legal,
economic, and marketing analyses. The Board of Directors at the Authority had requested $2.5 million in
August of 2003. After the Legislature appropriated $150,000 for the Authority in the operating budget, Senator
Therriault worked with members of the board and the administration to secure another $200,000 at a Legislative

Budget and Audit Committee meeting on October 29 to begin an in-state benefits analysis. Senate Bill 241
would grant the balance of their request, $2.15 million.

“1’d like to thank Sen. Therriault for his previous support of our efforts and look forward to working with him
to advance these much-needed measures this session,” commented Andy Warwick, Chair of the ANGDA Board

of Directors.

The second measure, Senate Bill 253, will provide an exemption to the state procurement code for contracts
entered into by the Authority. The Board has recently discussed such an exemption and Therriault believes that
if ANGDA is to move forward as Alaska’s vehicle to bring North Slope natural gas to market, then it must be
empowered to respond quickly to market developments, particularly when it comes to gathering information

and expertise.

“While 1 am pleased to submit these proposals for consideration by the Legislature, the Authority must be
prepared to explain what will be done with such funding and powers,” Therriault said. “We need to make
certain the Authority has a clear plan of action, including how they intend to acquire gas on the North Slope and

who they intend to sell the gas to.”

“Monetizing Alaska’s North Slope natural gas is key to securing Alaska’s economic future. 1 look forward to
working with other legislators and the administration to ensure that ANGDA is properly positioned to bring that

gas to market,” Therriault said.
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Potential Markets for Alaskan LNG
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A laska Natural G a s

Developm ent Authority

Anchorage Daily News Editorial Board
January 15,2004 Anchorage, Alaska

ANGDA Business Concepts

Public corporation run by Board

Issue revenue bonds

8 Administer State right-of-way

e Build & operate facilities in Alaska

e Buy & sell gas (more than Royalty gas)
e Invest at risk -- capture rewards

e Benefits driven (more than ROI)

e Contract for ships & marketing
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ANGDA Benefits & LNG Project

« ANGDA focus is getting NS gas benefits tc
Alaska & Alaskans

« LNG export is integral to the economies of

delivering gas within Alaska

e Alaskan LNG project is economically viable

as infrastructure providing significant benefit

values

Natural Gas Consumption
In Alaska (BCF per year)

e Residential 15
e Commercial 20
e Electrical 35
e Agrium Plant 50
e Kenai LNG Plant 100

TOTAL 220 Bef/yr

New Public Services (?) 100-150
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ANGDA Business Concepts

e Public corporation run by Board

Issue revenue bonds

e Administer State right-of-way

e Build & operate facilities in Alaska

e Buy & sell gas (more than Royalty gas)
e Invest at risk -- capture rewards

e Benefits driven (more than ROI)

e Contract for ships & marketing



ANGDA Benefits & LNG Project

« ANGDA focus is getting NS gas benefits to
Alaska & Alaskans

e LNG export is integral to the economies of

delivering gas within Alaska

° Alaskan LNG project is economically viable

as infrastructure providing significant benefit

values

Natural Gas Consumption
in Alaska (BCF per year)

Residential 15
Commercial 20
Electrical 35
Agrium Plant 50
Kenai LNG Plant 100

TOTAL 220 Bet/yr

e New Public Services (?) 100-150



Potential Markets for Alaskan LNG
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Pacific Rim Gas Supplies
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ANGDA Project Concept & Cost

Project Elements Size Cost
Treatment 2 BCFPD plant $2 B
Pipelines 800 miles of 36” $4 B

Liquefaction 4 trains @ 4 M tn/yr $4 B

LNG Tankers 3@%$300M &7@%$150 M $2 B

Total Export 16 M tn/yr $12 B

NOTIONAL Cost of Service Comparison

Does NoT Include Wellhead Purchase Price

:,.,gh ROR Not Benefit Driven

Commercial Taxable Infrastructure
Pipeline 1.40 1.00 0.75
LNG 1.50 1.20 0.90
Total Cost $2.90 $2.20 $1.65

of Service

Pacific Rim LNG Projects to West Coast: $2.20 to $2.60
AlCan Highway Gasline to Market: $2.39
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Managing Project Risk Elements

W ellhead Price Fixed Purchase Price
Construction Overruns -- Tariff?
Market Volume Minimal -- Marketer
Market Price Basket of Prices

Fiscal Changes Not Applicable



Delivery Volumes [/ year from Valdez:

Long Baja Tokyo Inchon Taiwan
Beach Mexico jgpan Korea

Distance 2,070 2,200 3,409 4,216 4,590
(nm)

Volume/ 129mt 18 mt 1.3 mt 1.0mt 1.0 mt
ship/yr

CHnergy'

K-v.v .
Pacific Basin Gas Competition
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ANGDA All-American LNG Project Conceptual Schedule

Task Name
Project Feasibility Study

ANGDA Business Plan _
Evaluate Project Benefits

Next Phase Funding Plan
FEASIBILITY DECISION

Open Season Commitments
Negotiate Gas Contracts
Preliminary Engineering
Order Pipe & Major Equipment
Arrange Project Financing___
Regulatory Review (EIS)
FINAL "BUILD IT" DECISION
Gas Conditioning Plant
Compressor Stations

Pipeline Construction

Startup Gas to Valdez
Liquefaction Plant

LNG Storage

Startup Liquefaction

Buy & Reflag LNG Tankers
Build Jones Act Tankers
FIRST LNG CARGO S'AILS

H Heinze

2003

ANGDA

2005

2006 2007 2000 2009 2010

$2.5 Million

General Fund

§200 M illion
Project Financing

$10 Billion

Revenue Bonds

1/15/04



> PROPOSITION 3 RESULTS BY ELECTION DISTRICT iQAouibed

e Al Pclu
Senate Seat A........ Stedman, Bert. .. ... ... ... _..... 61.2%
pubs
B e Elton, Kim (D) - - coeeoaean. 53.4%
G Lincoln, Georgiana (D)- - - .- - .- ... 65.0%
e Seekins, Ralph (R). ... .. ... .... 58.6%
B Wilken, Gary (R)- .- - - ... ._._.... 66.5%
Fo e Therriault, Gene (R)-. .- ... ... .... 70.4%
L Green, Lyda (R)-ceevvvvmmnnnnnnn 70.5%
o Ogan, Scott (R)-----ooooon ooo. 68.1%
e e e Dyson, Fred (R)- - cceecoaeannn 66. 7%
O Guess, Gretchen (D). - - - oo-. 65.7%
QI Davis, Bettye (D)--ccueccueeon. 60.8%
Lo Ellis, Johnny (). - - .- ... 58.7%
Moo French, Hollis (O)----- ... _._.._. 57_-2%
A Stevens, Ben (R)- - - .. 59.6%
O Comdery, John (R). .- ... ... _..... 63.8%
= Bunde, CON (R)-evccwecoaeaan- 53.3%
Qe Wagoner, Tom (R)-- oo 63.3%
= I Stevens, Gary (R).--... 62.3%
S Hoffman, Lyman (R). -« cvvvuuannnn 64.8%
8 Olson, Donnie (D). - cccoooaaoo.. 60.6%
House District # 1_.__ Williams, Bill (R).............. 63.6%
2 e Wilson, Peggy (R)---- - ... 58.8%
R Kerttula, Beth (O)- - .- ... ..... 50.3%
A el Weyrauch, Bruce (R)..------..... 56.5%
L Kookesh, Albert (O)---cccccenann. 65.0%
B e e Morgan, Carl (D) ..ouoocueoon.-. 65.0%
A Fate, Hugh (R)- v couecoaeaan. 59.3%
S Guttenberg, David (O)----- ... -.. 58.0%
I Holm, James (R) -« ceeccuecnan--. 65.7%



PROPOSITION 3 ELECTION RESULTS CONTINUED

1 Coghill, John (R)- - .- - . .- ..... 69.-2%
12 .. Harris, Johnn(R). .. ... .. __.._._._._.. 71.6%
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p Crawford, Harry (©). - - eecoeeon.. 61.0%
2 o Cissna, Sharon (O)- - - - - .- ._._.... 60.7%
23 e Gara, Les (D) - - ccoceoo oo 56.4%
24 .- Heinze, Cheryl (R).--- - .- ... . ... 61.0%
223 2 Croft, Eric (O)- - - - ... 60.8%
26 e e Berkowitz, Ethan (D). -« oo .. ... 53.7%
27 e Rokeberg, Norman (R).-.-....-.... 61.7%
22 McGuire, Lesil (R)-- ... -.. 57.5%
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G WoIf, Kelly (R)- - - - 63.7%
T Chenault, Charles (R)........... 63.0%
B Seaton, Paul R)-. ... .. ... .... 63.0%
36 00d, Dan R) - e v v emmeaes 61.5%
5 Moses, Carl (D).« cvvvvvmmunnnnn 70.6%
BB Kapsner, Mary (O)-------oooo-... 59.0%
30 . Foster, Richard (D)-.-......._... 65.8%



ANGDA Business Concepts

Public corporation run by B oard

e |SSUuU e revenue bonds

Adm inister State right-of-way

Build & operate facilities in Alask a

e Buy & sell gas (more than Royalty gas)

invest at risk -- capture reward:s

Benefits driven (more than ROI)

e Contract for ships & marketing



ANGDA Benefits & LNG Project

AN G D A's focus is getting North Slope ¢gas

benefits to Alaska & Alaskans

L NG export is integral to the econom ies of

delivering gas throughout Alask a

Allaskan LNG project is economically viable
a s infrastructure providing significant benefit

values to Alaska and the Nation



ANGDA Project Concept & Cost

Project Elem ents Size Cost
Treatment 2 3 CFPD plant $ 2 B
Pipelines 800 miles of 367" $ 4 B
Liguefaction 4 trains @ 4 M tn/yr $ 4 B

LNG Tankers 3@ $300M & 7T@ $150 M $ 2 B

Total Export 16 M tn/yr $ 12



NOTIONAL Cost of Service Comparison

Does NOT Include W ellhead Purchase Price

High R O R N ot Benefit Driven
Comametrcial Taxahble Infrastructure
Pipeline 1 .40 1.00 0.75
L N G 1.50 1.20 0.90
Total Co st $2.90 $2.20 $1.65
of Service
Pacific Rim LNG Projects to W est Coast: $2.20 to $2.60

AlICan Highw ay G asline to Market: $2.39



Pacific Rim LNG Supplies

Russia
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Delivery Volumes /year from Valdez

Lonyg Baja Tokyo Inchon Taiwan
B each M exico Japan Korea
D istance 2,070 2,200 3,409 4,216 4,590
(nm)
Volumel/ 1.9 mt 1.8 mt 1.3 mt 1.0 mt 1.0 mt

Ship/lyr



What is ANGDA'’s contribution(s)
that make it worthy of $2.15 million of public money”

Benefits to Alaska

e Make sure that Alaskan’s receive the direct and indirect benefits of

Alaskan gas
e Benefit analysis model integrates analysis in a new and broader view

Business Structure

e Reduce transportation cost of gas by:
o avoidance of income tax and
o lower financing costs through tax-exempt bonding,

thereby improving North Slope gas (public resource) marketability
and well head values

Alaskan LNG Project

e Complete feasibility study of LNG export project from Valdez (with a spur
line from Glennallen to the Cook Inlet area) demonstrating that it is
economic (can be financed) and competitive in the Pacific Rim LNG

market

What is ANGDA'’s biggest challenge(s) ?

Timely funding !

® By the time the fast track supplemental funding passes there will be barely
4 month left before the statutory deadline

e Quality information is needed in the feasibility study to support the multi—
billion dollar decision to proceed or to stop

e The LNG market is very dynamic, moving rapidly, and we can not
compete until the Alaska government and people want to move forward



Additional Commentary on ANGDA

Summary Categories

ANGDA Staff, Office, & Travel
Contracts on Business Issues
Project Design/Mgmt Contracts

TOTAL

Current
152
150

48

350

FY 04 Funding Plan

Additional
123
500
1,527

2,150

Total
275
650

1,575

2,500



Alaska Natural Gas Development Authority

Current
Spent Pending
ANGD A
Personal Services (Staff) 126
Staff Travel 5
Board Travel [
Office & Supply 6
Report & Communication
Busine>ss Contractors
Benefit Analysis 50
Tax Advice 25
Market Insight 25
Financing 50
Project Economics
Project Contractors
Contractor Co-ordination 15
Spur Line Cost 20
Permit Review 13

LNG Plant Concepts
Engineering Design
Cost & Schedule
Downstream Concepts

TOTAL 258

92

FY 04 Funding Plan

Added FYOd  evos
In FY 04 Total Sub-Total
275
29 155
11 20
14 25
19 25
50 50
650
100 150
125 150
15 100
100 150
100 100
1,575
120 135
20
37 50
100 100
750 150
500 500
20 20
2,150 2,500



Alaska Natural Gas Development Authority

ANGDA
Personal Services (Staff)
Staff Travel
Board Travel
Office & Supply
Report & Communication

Busine ss Contractors
Benefit Analysis
Tax Advice
Market Insight
Financing

Project Economics

Projec Contractors
Contractor Co-ordination
Spur Line Cost
Permit Review
LNG Plant Concepts
Engineering Design
Cost & Schedule
Downstream Concepts

TOTAL

Current
Spent Pending
126
5
7 4
6
50
25
25
50
15
20
13
258 92

FY 04 Funding Plan

Added
In FY 04

29
1
14
19
50

100
125

75
100
100

120

37
100
750
500

20

2,150

FY 04

Total

155
20
25
25
50

150
150
100
150
100

135
20
50

100

750

500
20

2,500

FY 04
Sub-Total

275

650

1,555



ANGDA All-American LNG Project Conceptual Schedule

10
n
12
13
14
15
16
17
18
19
20
2
2

2003 2004 2005 2006 2007 2008 2009 2010
Task Name '03 '04 '05 ‘06 07 08 '09 "0
Project Feasibility Study
ANGDA Business Plan $2.5 M illion
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Introduction and Background

The development of North Slope gas will create substantial benefits to
the State of Alaska.

The development of natural gas will stimulate both short-term
economic growth with billion dollar construction projects and long-
term economic benefits with operations of natural gas related
projects. These benefits will accrue to State and local governments,
Alaska businesses, and residents through higher incomes, more jobs,
and access to a reliable source of energy.

The Alaska Natural Gas Development Authority (ANGDA) would like
to quantify these economic benefits to ascertain the merits of
constructing, operating, and maintaining a natural gas pipeline that
will bring North Slope gas to domestic and global markets.

The Alaska Natural Gas Development Authority (ANGDA) was
created by a vote of the people of Alaska in the November 2002
general election. The Authority has broad powers to:

e Acquire, condition, transport, and market North Slope
natural gas

e Construct, operate and maintain a natural gas pipeline
¢ Buy property or use eminent domain
» Issue stale tax-exempt revenue bonds

The development of North Slope gas will involve a wide range of
projects encompassing different regions or communities in Alaska.

The gasline route would be from Prudhoe Bay to tidewater on
Prince William Sound with a spur line from Glennallen to the
Southcentral gas distribution grid. The project concept includes a
liquefied natural gas (LNG) plant in Prince William Sound with
leased tankers transporting the LNG to U.S. West Coast markets or
the Pacific Rim.

The U.S. market is particularly dynamic at this time as North
American gas supply is unable to expand at a rate sufficient to meet
the growing demand for natural gas. Since Alaska has an advantage
over other global LNG suppliers in shipping cost to U.S. West Coast
markets, this market is of particular interest to the Authority.

The LNG concept has been evaluated over a number of years and is
relatively well-defined as a result of efforts by Yukon Pacific,
ConocoPhillips, and others. To date, the project as defined offers
marginal economics for producers and, as a result, has not advanced
beyond the study phase. However, the ANGDA has the ability to
issue tax-free revenue bonds, which improves the project economics
and reduces the cost of service for LNG delivered to U.S. West
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Coast markets. At this concept level of analysis, the tax advantages of
the ANGDA project make it very competitive in the marketplace
and suggest that further efforts should be undertaken to move the

project forward.

In addition to the major export component of the project for LNG,
natural gas liquids (NGL), and petrochemicals, ANGDA also
anticipates development of other facilities to ensure maximum
benefits are derived from the project. These other components
include:

¢ CO02removal for enhanced oil recovery
« Discovery and development of new fields
e« Development of Pt. Thompson

e Natural gas-fired electric power plants with transmission
lines to interior and river communities

e Local gas distribution in Fairbanks

e Liquid propane gas (LPG) barged to river and Southeast
Alaska communities, and trucked to smaller interior

communities

e A smaller capacity "spur" line to the Southcentral gas
distribution system, augmenting Cook Inlet gas supplies and
providing gas for heating, electric power, and the
petrochemical and LNG facilities at Nikiski

As part of the next steps in the evaluation process, the ANGDA will
be asking the Alaska legislature to fund significant engineering and
design efforts beginning in early 2004. Prior to that time, the
Authority will be developing the materials necessary to support that
request. Part of the development effort entails identification of the
benefits of the project concept, including all of the various
components.

The Authority has asked Northern Economics to prepare a proposal
describing the work to be done in identifying the benefiLs of the
various components, as well as other benefits that may be created as
a result of the project, and a cost for completing this work by the
end of 20ul.

The following sections describe Northern Economics' proposed
approach to developing a transparent and user-friendly model that
will provide ANGDA and decision-makers comprehensive and
reliable information on the benefits of North Slope gas
development.

Presented to Alaska Natural Gas Development Authority
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Model Concept and Approach

Northern Economics proposes to develop an economic model that
will integrate and quantify all the in-state benefits of North Slope
natural gas development. This economic benefits model will provide
a comprehensive and systematic measure of economic benefits
that will allow ANGDA and decision-makers to ascertain the merits
of all the natural gas-related projects more effectively and efficiently.

We will draw on our knowledge and experience in economic
modeling, benefits analysis, and input-output analysis, as well as our
familiarity with the Alaska economy to develop a user-friendly tool
that will show the value of the various natural gas projects associated
with development of North Slope gas. Descriptions of related studies
that we have done for various clients are provided in the next

section, Northern Economics Qualifications.

The general approach is to rely on information necessary for analysis
of each of the project components that, we have developed in our
previous studies to develop a structure for this economic benefits
model and then undertake the analytical steps of quantifying the
economic benefits, fiscal benefits, and other benefits using order of

magnitude estimates.
The Economic Benefits Model will answer the following questions:

e How many jobs will be created and what economic sectors
will experience employment growth?

 How many jobs will go to Alaska residents?

« How much labor income will be earned, and what
proportion will go to Alaska residents?

e How much gross sales or total industry output will be
generated, and how much will be captured by Alaska
businesses?

¢ How much value-added will be generated or how much of
an increase in gross state product can be anticipated?

* What is the magnitude of revenues that the Slate and local
governments will collect and spend?

 What is the value to Alaska's economy of household and
government re-spending of earned income and revenues?

¢« How will property values be affected?

Usable and Understandable

The spreadsheet model will use Microsoft Excel, a program that is
familiar to many users. The model will follow a conceptually logical

northernixonornics inc.
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approach to quantifying benefits and will show step-by-step
calculations to make it user friendly.

Transparent

The model will be well documented to achieve transparency.
Assumptions, definitions of terms, explanations of methods,
calculations, macros and formulas will be clearly identified and will
be provided internally using cell comments and notes throughout the
spreadsheets, as well as in the documentation that will be submitted
to ANGDA.

Adaptable

The model will allow the user to edit assumptions, add projects, and
change the defined scope of analysis. The model will provide options
to show economic benefits by region, project component, year, or
phase (construction phase or operations phase), and/or show effects
on different sectors of the economy.

Useful and Insightful

The model will provide standard output tables that will allow the
user to summarize the benefits by project component, by sector (if
applicable), by year, by region, or show total statewide economic
benefits. The model will also have the ability to generate sensitivity
analysis. Finally, the model will allow comparison of results with
existing economic indicators; this will provide a perspective on the
magnitude of benefits associated with the gas development projects
relative to existing conditions.

Components of the Model and Approach

The economic benefits spreadsheet model will be composed of
several components and corresponding spreadsheets. The
spreadsheet model will be structured to incorporate coefficients from
an input-output program developed by the IMPLAN group and used
frequently by Northern Economics to generate multiplier effects, in
addition to other types of benefits.

Assumptions Component

This component will show all relevant information on data inputs
and assumptions, including definitions, abbreviations, units, and
sources of data.

Economic Drivers Component

The premise of the benefits analysis is that development of North
Slope natural gas will stimulate economic growth and expansion in
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Alaska. The benefits analysis will include all the project components
shown in ANGDA's Project Concept graphic (Figure 4). All these
natural gas-related projects/businesses would stimulate growth in
employment, income, and industry sales through local spending.
These expenditures will drive the economic benefits assessment.

The economic drivers component of the model will contain
information for each of the projects shown in Figure 4 on the
following types of expenditures:

e Capital expenditures. This will include all the development
costs (construction, right-of-way, expansion expenses) for all
the different natural gas projects.

e Operating expenditures. This will include estimates of
annual operating expenditures of the various gas-related

businesses.

* Government Spending. This information will be based on
State and local government financial statements over the past
five years and, if available, estimated budgets for the
following year.

e Household spending. This information will be based on
personal consumption expenditures of different levels of
household income available from the Bureau of Economic
Analysis.

For the purposes of developing the model, we will rely on previously
developed estimates of capital, operating, government, and
household expenditures that are available from past Northern
Economics studies and publicly available documents. We have
developed spreadsheets with capital and operating expenditures by
components (i.e. materials, labor, engineering and management,
contingency, etc.) of some natural gas related projects. These
estimates could be used to provide order of magnitude estimates of
benefits of certain project components.

Ultimately, the data for the economic drivers component of the
model will be based on information developed for ANGDA and will
be incorporated in the 2rd phase of the benefits analysis study.

Economic Benefits Component

The various ANGDA project components will be evaluated in terms
of the following benefits or impacts categories:

Economic Effects

The economic effects category is comprised of direct economic
effects and multiplier effects.

The direct effects are based on calculations resulting from the
economic drivers component. The various expenditure functions will

Presented to Alaska Natural Gas Development Authority
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be allocated based on local, regional, state-wide and out-of-state
expenditures using estimates of regional purchase coefficients
available from the IMPLAN software and adjusted using engineering
reports and previous Northern Economics studies, and will be
validated through expert opinions. Direct effects would include
purchases by the industry (from local suppliers), direct employment
(wage and salary payments), proprietary income and profits, rents,
dividends, tax payments and other government revenues.

The multiplier effects are based on an input-output (1/0) analysis
using the IMPLAN software, maintained by the Minnesota IMPLAN
Group. In an I/O model (of an economy), the total economic output
or benefits created by a sector are determined by the magnitude of
the multiplier and the magnitude of the project (i.e. amount of
expenditures for a harbor expansion, or level of annual operating
expenditures). The multiplier coefficients that will be generated using
IMPLAN will be incorporated into the economic benefits
spreadsheet. Northern Economics routinely uses this software for
major project analysis, including work for the Alaska Gas Producers
Pipeline Team, Foothills Pipeline Company, Anadarko Petroleum

Corporation, and others.

Multiplier effects are comprised of indirect effects and induced
effects. The indirect effects will include purchases by suppliers from
other local suppliers, imports and purchases by suppliers from
outside the local economy; wage and salary payments by suppliers;
proprietary income and profits earned by suppliers; employment of
suppliers (wage and salary payments, lax payments and other
government revenues paid by suppliers. The induced effects wil
include purchases using wages, salaries, proprietary income, profits,
and government revenues.

Regional/ Community Effects

This will be based on a general community-level economic and
demographic model that Northern Economics uses for selected rural
river/coastal communities. Information includes estimates of
population, household income, local government taxes, and sectoral

employment.

Fiscal effects

This component will show projected state and local government
revenues generated from the production of the natural gas, property
taxes, and other sources related to the project development and
operation. These revenues will include royalty income, severance tax
income, corporate income taxes, property taxes (ad valorem),
increased value of State gas leases, sales taxes, and other non-taxes

such or fees.
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We understand that the Alaska Department of Revenue and other
state agencies will be involved in developing revenue estimates
associated with the project concept. To develop the fiscal benefits
we will need revenue estimates (direct effects) accruing to the State
of Alaska (including distribution among the Permanent Fund, the
state general fund, education and other programs), and property
taxes and other revenues accruing to each local government where
project facilities would be located. The local governments would
include the North Slope Borough, the Fairbanks North Star Borough,
the City of Valdez, and other communities with taxing authority.

Based on this information, IMPLAN input-output will be used to
estimate the secondary effects at the state level, including the
subsequent spending by government entities, and spending of
Permanent Fund Dividend checks. In the event that DOR revenue
estimates are not yet available, we will use previous reports or
preliminary ROM estimates.

Other project-related benefits

This category involves the additional benefits associated with cost
savings to consumers, additional production from new fields or
enhanced oil recovery, maintenance or expansion of the
petrochemical and LNG facilities on the Kenai Peninsula, and similar
factors.

The availability of a natural gas pipeline project to transport North
Slope natural gas to market will result in a number of other benefits
that are not captured in the previous categories. These benefits cover
a wide range of activities including:

e The joint production of oil and gas from existing fields which
reduces the costs that must be covered by oil production,
resulting in additional oil production from these fields

¢« Improving the viability of yet-lo-be-discovered fields that
would be uneconomic ifjoint production were not possible

e The use of C02removed from the natural gas for enhanced
oil recovery in existing and yet-to-be discovered fields

e The development of the Pt. Thompson field that is currently
struggling to achieve viability because of the high cost
required to reinject the produced gas into the reservoir at
very high pressures; a natural gas pipeline would reduce the
need to reinject this gas production into the reservoir

» Cost savings to residents and business in communities where
the availability of North Slope natural gas-fired electric
power plants could result in lower electricity prices;1

LThe lower electricity prices could result from larger gas-fired power plants
and transmission of that electricity to individual communities,
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concomitantly, a reduction in power cost equalization
payments by the State for subsidizing electric power rates in
rural communities

e The cost savings to Southcentral Alaska consumers when the
cost of service for delivered gas through the ANGDA project
would be less than the Henry Hub price that will be required
in the future under existing contracts

e Cost savings to residents and businesses in communities
where natural gas would be available through local (piped)
gas distribution or trucked/barged LPG for heating at costs
less than anticipated Henry Hub prices or diesel fuel

e« The maintenance or expansion of the existing petrochemical
and LNG facilities in Nikiski in the event that Cook Inlet gas
supplies are insufficient to maintain the facilities or, with the
availability of North Slope natural gas, to expand the facilities
with associated employment and local tax increases

A substantial amount of these benefits have been addressed in
previous studies. However, there are some potential benefits that
have not been thoroughly addressed. For example, some previous
reports have suggested that the proximity of a natural gas pipeline
through certain portions of highly mineralized zones will transform
the viability of some mining projects by providing lower cost energy
to the mine sites and thus creating greater employment estimates
and revenues to the state and other entities. We will investigate this
concept further and include the benefits of this and other
developments that could occur with implementation of the ANGDA
project. We would also propose to develop an estimate of the
monetary benefit associated with using natural gas rather than coal
and diesel for power generation and heating in Alaska, thereby
reducing CO; emissions.

Output

This component of the model will generate results of the benefits
analysis using standard table formats and charts that can be fashioned
in different ways depending on the users defined scope of analysis
(by region, by year, by project, or an integrated total benefits table).

Examples of table outputs that we have generated for previous
studies are shown on the following pages.

Documentation

As previously described, the spreadsheet model will use cell
comments and notes to facilitate ease of use. We will also provide a
basic user's manual within Excel that can be accessed by a person is
using the spreadsheet model. We will also provide more detailed
documentation in a Microsoft Word file.
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Table 1 Summary of In-State Employment and Revenue Inpacts

Route/Option

Northern Route Without Mackenzie
Delta Gas

gonhem Route with Mackenzie Delta
as

Southern Route

Gas Treatment Plant3

Point Thomson Unit

Other Business Opportunities
Fairbanks Spur

E = DA

Tidewater Spur

Natural Gas Liquids Terminal

Project Life

Table 2. Expenditure Pattern for Exploration of Remote Gil Fields by Category

Category
Personnel
Business Services
Equipment and Supplies
Construction Activities
Transportation
Labor Support
Other
Total

Presented to Alaska Natural Gas Development Authority

Percent of Total
28.3
34.6
23.3
1.3
5.7
1.3
5.1
100.0

Percent of Cate
Spentin Alas

844
98.2
514
100.0
88.9
100.0
0.0

a

ory Percent of Total
Spentin Alaska

23.9
340
119
13
5.0
13
0.0
174

Government
Employment Revenues
(NumberofPerson-Years) (MoD § Millions)
Peak . Average
Total Over Construction  During
Year Operations — Total ~ Annual
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XXXX XXX XXX d d
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Tabid 3. In-State Exploration Expenditures for Natural Gas Projects in the Alaska North Slope Foothills
by Category, 2001-2030

2001 § (Millions)
Construction

Business
Year Personnel Services
2001 5.0 71
2002 6.5 9.2
2003 115 16.3
2004 9.3 13.3
2005 6.9 9.9
2006 2.6 37
Total 41.8 59.5

AN
2.5
3.2
5.1
47
3.9
L3
20.9

Activities
0.3
0.3
0.6
0.5
0.4
0.1
2.2

. Labor
Transportation Support Total

11
L4
24
2.0
L5
0.6
8.8

0.3
0.3
0.6
0.5
04
0.1
2.2

16.2
20.9
31
30.2
204
8.5
135.4

Figure t. Annual Employment for the State of Alaska from Anadarko/AEC ANS Foothills Gas Project,

2000
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2020
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Figure 2. Annual Labor Income for the State of Alaska from the Anadarko/AEC ANS Foothills
Gas Project, 2001-20301

Years

Table 4. Anadarko/AEC Exploration, Development, and Production Expenditures for the Alaska North
Slope Foothills Gas Project, 2001-2030

2001 § (M illions)

Total Expenditures In-State Expenditures
Exploration 175.0 135.4
Development 1,428.0 660.6
Production L1440 §70.8
Total 2,147 1,667

Source: Anadarko/AEC

northcrngconomics me.
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Figure 3. Amount of Fairbanks Power Generation Converting from Coal and Diesel
to Uaturnl Gas at Different Gas Prices

Consumption

ting b Gas

Percent

e

L IMNe2TH,

=

at Stated Prices

Percent of Power Generation Conve

T3P

1.59 2.69 3.18 3.8
Natural Gas Price in Fairbanks (per million Btu in 20009)

Source: Adapted from Zobrist, 1997,
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Northern Economics Qualifications

Northern Economics, founded in 1982 and incorporated in 1998,
has developed a long-term, in-depth understanding of the oil and gas
industries in Alaska. As the petroleum industry has emerged as a
major segment of the Alaskan economy, Northern Economics has
grown along with it, helping state and local governments and private
businesses in Alaska to develop an economy for present and future
generations. Northern Economics has provided feasibility analyses,
environmental impact assessments, benefit-cost analyses and other
tools to facilitate industry growth. Our projects include economic
impacts and benefits assessments of natural gas development; as well
as economic and socioeconomic evaluations for development of oil
and gas reserves, construction and operation of gas handling
facilities, replacement of TAPS line segments, and Outer Continental

Shelf oil exploration.

The graphic attached to the ANCDA's request for proposals
illustrates the steps to be completed for this project. Northern
Economics has extensive experience and resources to complete the
steps delineated in the ANGDA project concept graphic. These
project descriptions are numbered and listed below, with references
added to the graphic (Figure 4, next page) to illustrate which steps
are addressed by which project experience. In addition to our own
projects, we have an extensive library with other resources that will
be useful for completion of project tasks. These resources are listed
as well. Northern Economics reports and projects are represented in
the graphic by red numerals; resources from our library are
represented with green numerals.
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Figure 4. ANGDA Project Concept, with Northern Economics Relevant Projects and Resources by Each Step
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Note: Red numbers represent projects completed by Northern Economics. Green numbers represent
additional resources and reports available inour library,

Northern Economics Relevant Projects

Northern Economics' relevant projects are listed by number and
detailed below. The bold text under each project description
indicates the particular relevance of the project to the ANGDA
Natural Gas Development Benefits Analysis.

Oil and Gas Projects

la. Alaska Natural Gas Pipeline Project— Task One
Develop employment and revenue estimates, as well as benefits of
other business opportunities and higher netback wellhead values for

northernfei‘ionomics me.
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the State of Alaska and affected local governments of alternative
natural gas pipeline routes; for the No.th American Natural Gas

Producers Group

Ib. Alaska Natural Gas Pipeline Project— Task Two

NEI evaluated the potential socioeconomic impacts of construction
of alternative gas pipeline routes. Two pipeline routes were
considered: 1) the northern route would begin at Prudhoe Bay, with
a pipeline extending to the McKenzie River delta in the Northwest
Territories of Canada; 2) the southern route would begin at Prudhoe
bay and follow the Dalton Highway corridor south to Fairbanks and
from there a line that parallels the Alaska Highway corridor to
Alberta. The socio-economic impacts involved looking at the
following items:

e Job creation (direct, indirect, and induced) from natural gas
production and transportation

¢ Revenues to the State of Alaska and local governments
resulting from direct, indirect, and induced economic activity

e Jobs and revenues associated with additional business
opportunities created by availability of natural gas. These
additional business opportunities included a spur line to
tidewater, separation and export of natural gas liquids (NGL),
displacing diesel with natural gas-fired power generation
along the pipeline corridor, and natural gas distribution for
heating.

e Jobs and revenues associated with development of Point
Thompson, which w'as anticipated to be economically viable
with the pipeline, and estimates of the additional gas
resources that would be economically viable with the
pipeline.

This analysis was prepared using IMPLAN (an input-output
model) and Microsoft Excel spreadsheets. These two projects
demonstrate the directly relevant experience that Northern
Economics staff has with major natural gas pipelines and
developing the spreadsheet model that the Authority is

requesting.

2. The Economic Impacts of Northern Gas Development.
Develop revenue and employment estimates for State of Alaska and
local governments associated with development of a proposed
natural gas pipeline along the Alaska Natural Gas Transmission
System right-of-way; for Foothills Pipeline Company. This project
provided our staff with additional experience in establishing the
benefits of major natural gas pipelines.

northernsronomics inc.
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3. Economic impact study of natural gas exploration and

production from foothills region of North Brooks Range.
Northern Economics evaluated the potential economic impacts of
natural gas exploration, development, and production activities of
Anadarko in the Brooks Range Foothills. This study was used by
Anadarko to support their bid on the State's royalty gas. An input-
output model of the North Slope Borough and the State of Alaska
(using IMPLAN) were used to generate the economic impacts at the
Borough level and at the State level. The impact assessment involved
estimating the direct, indirect, and induced effects of the gas
exploration, development, and potential production on employment,
revenues to State and local governments, labor income, and gross
state product Prepared for Anadarko Petroleum Corporation. A
portion of this analysis included a discussion of the benefits to
consumers from lower energy costs in Fairbanks, assuming a natural
gas pipeline were in place. This type of analysis is directly
applicable to establishing the benefits associated with discovery
and development of new fields, development of Point Thompson,
and electric power in Fairbanks.

4, Review of Cook Inlet Natural Cas Supply and Demand.
Summarize Cook Inlet natural gas supply and demand and factors
affecting the role of Cook Inlet gas as a continuing energy source for
Southcentral Alaska; present data on historical production,
consumption, prices, and known and potential reserve estimates,
examining the effect of prices on Lower 48 and Cook Inlet gas
exploration activity and presenting alternatives for supplementing
natural gas as an energy source for Southcentral Alaska; for
Anchorage Economic Development Corporation in association with
Chugach Electric Association, ENSTAR Natural Gas Company, and
Municipal Light and Power. The preparation of this study provides
Northern Economics staff with an understanding of the benefits
associated with a spur line to southcentral Alaska for electric
power generation and heating.

5. Economic Analysis of Regional and Local Interests Relating to
LNG Export to Japan

Evaluation of natural gas supplies in Cook Inlet as part of export
license reauthorization application for the Philips/Marathon Kenai
LNG plant; additional work completed 8 years later for
determination of natural gas demand in southcentral Alaska as part of
the next export license reauthorization application for the plant.
Prepared for Phillips Petroleum Company and Marathon Oil
Company as a subconsultant to Resource Decisions. Our work on
these two studies provided us with the necessary background and
understanding of the export LNG industry.
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6. Alaska Rural Energy Plan, Phase 2B

Analyzed options for reducing the cost of electricity and heat in rural
Alaska and for improving the reliability of electricity in rural Alaska.
Strategies considered included improving diesel efficiencies,
alternative fuels and technologies, end-use conservation, fuel
purchasing strategies, waste heat recovery, and issues related to bulk
fuel storage. Conducted analysis of end-use conservation and
strategies related to space and water heating. For Alaska Industrial
Development and Export Authority, U.S. Department of Agriculture,
and Denali Commission. Our experience in this study is directly
relevant to the discussion of electric power and heating in river
and coastal communities, as well as Glennallen and other
communities on the road network in proximity to the pipeline.

7. Point Mcintyre Oil and Gas Reserves

Socioeconomic evaluations of development of Point Mclntyre oil and
gas reserves, and construction and operation of GHX-1 and GHX-2
gas handling facilities near Prudhoe Bay, for ARCO Alaska. Our
experience with this study enhances our understanding of the
effects of new fields.

8. Socioeconomic Impacts of Changes in Alaska's Petroleum
Royalty and Tax System
This report estimated statewide impacts on government finances,
employment, personal income, and population resulting from
development of marginal fields, remote fields, and the employment
of enhanced oil recovery methods, assuming changes in the state's
fiscal system; for the Governor's Oil and Gas Policy Council. This
study provides a basis for Northern Economics to address the
discovery and development of new fields and development of Pt.

Thompson.

9. Socioeconomic evaluation of Liberty prospects for BP
Exploration, Inc.
This study report provided a summary of the historical and existing
socioeconomic conditions of the state and the jurisdictions that will
be affected by the Liberty Development Project, as well as estimates
of project-related impacts on employment and aspects of the
economy. Subsequent sections summarized impacts on population
and demographics, employment, and fiscal conditions in the state
and North Slope Borough. Our experience on this project, as well
as our current engagement in the Northeast NPRA Supplemental
Environmental Impact Statement provide our staff with an
understanding of the benefits associated with new field

development.

70. The Economic Impacts of Pacific Star Energy (PSE)
Participation in the Alaska Natural Gas Industry.

Northern Economics evaluated the benefits accruing from a 10

percent ownership position in a major natural gas pipeline, as
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well as the benefits associated with construction of ancillary
businesses that would be associated with the use of the gas
within the State of Alaska. Many of the ancillary businesses are
similar to those proposed by the authority. The benefits were
measured with changes in total sales, labor income, profit, value
added, and employment.

77. Feasibility Study for the Nuigsut LNG Project

Staff of Northern Economics prepared the economic and financial
analysis of a proposed LNG project for providing gas-fired electricity
and heating to the village of Nuigsut. The analysis addressed
liquefiers, transportation, storage, distribution, and gas-fired
generation and heating equipment. Several sources of gas were
evaluated and the results of the gas-fired systems were compared
with diesel-fired generation and heating systems. This study
provides background and understanding of the ability to use LPG
for electric power in rural villages and the costs associated with
trucking gaseous fuels, and the distribution of gas in small
communities.

72. Labor Availability for North Slope Module Development.

Northern Economics estimated the number of Alaska residents with
skills in critical crafts for oil and gas industry to determine if sufficient
labor resources were available in Alaska to enable major Alaska
construction firms to bid for and undertake construction of North
Slope oil and gas modules, the percent of the labor force crafts that
may need to be hired from outside of the state, and a comparison of
wage rates in the crafts. Prepared for Alaska Petroleum Contractors.
This study, as well as our experience on other major projects in
the state, enables us to address the Alaska Hire issues that must
be addressed in estimating employment benefits to Alaska

residents.

Transportation and Barge Related Projects
13. Yukon River Port and Road Network

Conduct a cost benefit analysis of alternative Yukon River port and
road networks to determine a site that would best meet the
transportation needs associated with the mineralized zone between
the Yukon and Kuskokwim Rivers and assess the feasibility of
facilitating development of the western Tintina Gold belt; for the
Alaska Department of Transportation and Public Facilties. A
substantial portion of this analysis addressed the cost of barging
fuel and equipment on the Yukon and Kuskokwim Rivers, as well
as barging costs from Puget Sound and Cook Inlet. The barge
transportation cost models for this study will be useful for the
Barge LNG and Barge LPG components of the ANGDA project.
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14. Dalton to Nuiqsut Access.

Northern Economics is part of a team led by CH2M-Hill that
evaluated a proposed road extending from the Dalton Highway to
Nuiqust, and then extending into the National Petroleum Reserve
Alaska. Northern Economics developed a benefit-cost analysis for the
proposed facility, which includes a major bridge crossing of the
Colville River, and evaluating and recommending a financing and
funding package for the project. A major part of this project
entailed estimating the effect of a road on exploration and
development costs, and the impact of these savings on increasing
economically recoverable oil reserves. This type of analysis will
be directly relevant to establishing the benefits of new fields and
the development of Point Thompson.

75. Matanuska-Susitna Borough Rail Corridor Study

As part of the Matanuska-Susitna Rail Corridor Study team,
economists and analysts at Northern Economics prepared a detailed
draft study of current and potential commodity flows through Port
MacKenzie. The study team analyzed nine categories of goods:
Petroleum and chemical products, containerized cargo and vehicles,
wood products, coal, sand and gravel, oil field modules,
manufactured homes, selected minerals, and natural gas. Current
market conditions were assessed for commodities in each category.
Low, base, and high case scenarios were developed and the
potential for import or export of the goods under each scenario was
evaluated. In addition to export of LNG, the natural gas case al»o
addressed the ongoing business near Point MacKenzie that
liquefies gas from Cook Inlet and trucks it to Fairbanks for use by
major consumers in the community. The purpose of this
investigation was to evaluate the feasibility of importing LNG if
Cook Inlet supplies diminished in the future, and a pipeline from
the North Slope was not available. Our investigation of this
ongoing business is directly applicable to the Truck LPG and local
gas distribution components of the Authority's project.

The sand and gravel analysis also involved development of truck
and barge cost models for transport to local and coastal

communities.

76. Gravel Market Analysis

Summarized flow of construction aggregates (including sand and
gravel, rip rap, concrete aggregates, armor rock, and lime) in Alaska
and along the West Coast of the Lower 48 and British Columbia.
Identified and contacted major suppliers of aggregates to determine
which materials were produced in which region, the extent to which
aggregates are imported or exported from state to state or region to
region, and the level of interest in developing new aggregate supplies
in Alaska. Also discussed with U.S. Army Corps of Engineers,
departments of transportation, and others the planned work that
could influence the supply and demand for aggregates in the West.
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Prepared estimates of the cost to ship aggregates from identified sites
in Alaska to potential markets. For Sealaska Corporation. A
substantial portion of this work entailed development of cost
models for tug and barge transportation which is directly relevant
to the Barge LNG component of the Authority's project.

Modeling Projects

77. Harbor Economic Impact Model for the State of Alaska
Northern Economics is curently developing an economic impact
model that will quantify the benefits of Alaska harbor facilities at the
local, regional, and state levels. This economic impact model will
provide a standardized measure of economic impacts for decision-
makers to evaluate projects more effectively and efficiently. The
model is a user-friendly tool that project proponents can use to
generate reports showing the value of the harbor investments on the
financial position of the harbor, the fiscal effects on the community
and/or regional government, and the economic effects on the
community, regional entity, and/or the state. This information will be
used to support local funding decisions and requests for state and
federal matching funds, as well as provide information to local
residents on the value of the harbor to their economy.

The harbor economic impact model is based on an input-output (I-
0O) model designed to specifically quantify the benefits of Alaska
harbor facilities to the local communities, the region, and the state of
Alaska. Primary data for the model was collected via a statewide
survey of different harbor user groups. The results of the 1-0 model
are incorporated into a Microsoft Excel model that can be used by
harbormasters around the state and other interested parties.
Microsoft Visual Basic is used to make the Excel file user friendly for
data input and to automate the calculation and printing steps. Our
experience in developing this model for use by harbormasters
and the general public demonstrates our ability to develop a
spreadsheet model for the Authority that meets its requirements.

18. Economic and Demographic Model (EDMs).

Northern Economics, working with the Arctic Slope Consulting
Croup, developed a spreadsheet-based EOM that was employed in
evaluating transportation projects in 231 communities that were
included in a long range transportation plan developed for the U.S.
Bureau of Indian Affairs in 1989. [Juneau Area Transportation Plan,
Technical Memoranda 1-5, USBIA, June 1989.] Since 1989 these
models have been expanded and updated for several coastal
communities including Dutch Harbor/Unalaska on the Bering Sea
and King Cove in the Gulf of Alaska. A substantial portion of this
model can be directly incorporated into the Authority's model to
estimate the benefits accruing to river and coastal communities
from LPG- and LNG-fired power generation and heating.
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Additional Resources

In addition to the studies described above that were prepared by
Northern Economics, there are several other reports and publications
in our library that will be used to aid us in preparing the spreadsheet
model. These reports include the following:

79. Backbone. Alaska's Gas Alaska's Future: Briefing Book.

20.

21.

22.

23.

24.

January, 2001.

The Dow-Shell Group. Alaska petrochemical industry
feasibility study. 1981,

Econ One Research, Inc. Alaska Gas and NGL: Economic
Analysis of Value and Royalty. Prepared for the Alaska
Department of Natural Resources Qil and Gas Division.

January 2002,

Institute of Social and Economic Research, University of
Alaska. Marginal Qil Field Development: The Economic

Impact. June, 1995.

Stone & Webster Engineering Corporation. Estimated Costs
and Environmental Impacts of a Natural Gas Pipeline System
Linking Fairbanks with Cook Inlet Area. Prepared for the
Alaska Power Authority. January 1989

Zobrist, Daniel H. Alaska Department .. Natural Resources,
Division of Oil and Gas. The Potential In-State Demand for
Alaska North Slope Gas. Prepared for RIK/RIV Committee of
the North Slope Gas Commercialization Team. October

1,1997.
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Northern Economics Key Personnel

Northern Economics consultants have years of experience working
with Alaska's Oil and Gas Industry, helping both private entities and
the agencies and federal, state and local governments that work with

private companies to develop this resource.

We have selected four of our most highly qualified and experienced
personnel to work on this project. Their profiles are provided below.
More complete resumes are attached on the following pages.

Patrick Burden. President and Principal Economist

Mr. Burden has completed many projects for the oil and gas
industry, including an analysis of socioeconomic impacts from
potential changes in state oil and gas taxation and incentives for
North Slope development for the Oil and Gas Policy Council of the
Alaska Department of Commerce and Economic Development.
Other projects include an evaluation of the availability of the number
of persons available in Alaska that have skills necessary for module
construction and the wages necessary to attract persons with these
skills from the U.S. Gulf Coast, a study of the economic and
employment effects of OCS oil exploration in The Bering Sea, and
socioeconomic evaluations of development of the Point Mcintyre oil
and gas reserves, and construction and operation of GHX-1 and
GHX-2 gas handling facilities.

International projects include his evaluation of the competitive
position of Alaskan oil field services companies and manufacturers in
the Russian Far East to competing firms from other Pacific Rim
countries, review of a proposal for feasibility study financing for a
private power project in Cote d' Ivoire, for the U.S. Trade and
Development Agency, technical review of a feasibility analysis for a
petroleum refinery and loading terminal on Sakhalin Island, Russia,
and preliminary feasibility analysis and primary authorship of a
successful application to the U.S. Trade and Development Agency
for financing a petroleum refinery in the Nenets Autonomous
Region, Russian Federation.

Mr. Burden has served as the U.S. Co-Chair of the Finance
Committee of the U.S.-Russia Bilateral Commission Ad Hoc Working
Group. The Group is a private-sector-oriented organization tasked
with identifying impediments to trade and commerce between the
U.S. West Coast and the RFE. He is a member of the International
Association for Energy Economics, and past president of Anchorage
chapter. He is also a member of Commonwealth North, and the
Finance Committee for the Alaska-Sakhalin Island Working Group.
He holds a master's degree in Economic Geography from Portland

State University.
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Leah Cuyno. Ph.D. Economist

Dr. Cuyno has conducted several feasibility and economic impact
assessments for Northern Economics. Current projects include an
economic impact assessment of exploration, development and
production of natural gas for Anadarko's Alaska Project, and an
analysis of impacts of construction and operations of gas pipeline
options and related development projects for Alaska Gas Producers
Pipeline Team (AGPPT). She has also recently completed an
evaluation of the feasibility of rural energy projects and is involved
with the development of business plans to ensure sustainability of
tank farms in rural Alaska. In addition, she is estimating economic
impacts of several infrastructure projects in rural Alaska using input-
output analysis. Prior to joining Northern Economics, Dr. Cuyno
worked as an economist for a non-government organization
specializing in resource economics and environmental policy in the
Philippines. Her work and research in the Philippines examined
poverty alleviation, wuse of market-based instruments for
environmental management, and resource accounting using market
and non-market valuation Dr. Cuyno received her Ph.D from
Virginia Tech University in 1999 in Environmental Economics.

Ken Lemke. Ph.D.. Economist

Dr. Lemke's primary focus for Northern Economics is on
transportation economics and community development. His current
and recent projects include conducting a benefit-cost analysis of
Yukon River port and road network to support mineral development
in Tintina Gold Belt; developing long-range traffic forecasts for access
alternative (with and without a bridge) between South Naknek and
Naknek and King Salmon for the Naknek Crossing Intermodal
Economic Impact and Airport Use Study; and developing a user-
friendly, spreadsheet-based Harbor Impact Model for Alaska
communities, for the Alaska Department of Transportation and

Public Facilities.

Dr. Lemke came to Northern Economics from Peru State College
(PSC) where he served as Director of Regional Development. He also
served as Manager of Business Research for Data Transmission
Network (DTN), and as an Economist for the Nebraska Department
of Economic Development (NDED). At PSC, he supervised the Peru
Office of the Nebraska Business Development Center and was
responsible for labor surveys, market studies, and strategic planning
efforts to support local and regional economic development activities
in nineteen rural counties of Southeast Nebraska. While at PSC he
conducted multi-county labor studies and a market study for
educational-based tourism opportunities in southeastern Nebraska.

At DTN, Dr. Lemke planned, developed and managed over twenty-
five new product and customer satisfaction market research projects
and managed a research staff consisting of an Economist and three
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research analysts. At NDED Dr. Lemke conducted economic impact
analysis for two automobile assembly plant projects, a computer chip
manufacturing project, a plcstics manufacturing project and the
Nebraska ethanol industry.

Dr. Lemke is a graduate of the Economic Development Institute, a
past president of the Nebraska Development Network's Southeast
Regional Group, a former board member of the Nebraska Economic
Developers Association and Nebraska Development Network, and a
Fellow of the University of Nebraska's Center for Applied Rural
Innovation. He has served on statewide transportation and labor
force development committees and taskforces.

C Kerr. MBA. Analyst

Mr. Kerr holds two master's degrees from the University of Alaska,
Anchorage, including an MBA. With this background, he worked as
an Investment Officer with the former Alaska Renewable Resources
Corporation (ARRC), a venture capital firm established to develop
businesses in the forestry, fishing, farming and renewable energy

sectors.

Cal Kerr's work for Northern Economics focuses on feasibility studies,
project management, and financial analysis. His ongoing and recently
completed work includes a water export study, a vegetable market
analysis, and a market and financial feasibility study for a proposed
expansion of an Anchorage Neighborhood Health Center facility, for
all of which he served as project manager and provided market

analysis.

Cal has been involved in Alaska natural resource projects since he
first began work in Ketchikan in 1974. Before coming to Northern
Economics, he was a Project Manager and network administrator for
an environmental consulting firm. He has also worked as a forester
with fieldwork extending from Ketchikan and Prince of Wales Island,
to Amber, Fort Yukon, and Slectmute. He is familiar with remote
Alaska conditions and economic constraints, as well as transportation
issues throughout all seasons. He was the director of the Alaska State
Forest Nursery and, later, operated a tree seed business specializing
in Alaska spruce. He has also served as the Biomass Specialist for the
Alaska Energy Authority.

From 1982 to 1992 Mr. Kerr was sole proprietor of a forestry and
business management consulting company. During this time, he also
taught courses at the Anchorage Community College, in Business
Management. He has also served as the Biomass Specialist for the
Alaska Energy Authority.
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Attachments: Resumes and Work
Samples

Resumes for the key personnel listed above are provided on the
following pages. For more information on Northern Economics and
our staff, please visit www.northerneconomics.com.

Four work samples are also included with this file on the CD. These
include:

e Cook Inlet Gas Supply and Demand

e Economic Impacts of Anadarko Exploration, Development
and Production of Alaska North Slope Foothills Gas
Operations

e Chapter Six of the RTA Dalton to Nuigsut Economic Analysis

e Screening Report for Rural Energy Plan

northerii®:onornics inc.
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INITIATIVE PETITION BILL LANGUAGE
by Petition Sponsors

Petition ID: O1GSLN
~ The All-Alaskan Gasline Initiative: |
An Act establishing the Alaska Natural Gas Development Authority,
to maximize revenues for Alaska and jobs and gas for Alaskans

Posted 9/20/01

Proposed Bill:
BE IT ENACTED BY THE PEOPLE OF THE STATE OF ALASKA:

* Section 1. The uncodified law of the State of Alaska is amended by adding a new section to read:

FINDINGS AND INTENT, (a) The people find that

1 The Phillips-Marathon liquefaction facility at Nikiski has been supplying Cook Inlet natural gas to Japan
and Southcentral Alaska at great profit and without interruption since 1969;

2. Cook Inlet gas supplies are dwindling rapidly with shortfalls anticipated as early as the winter of 2003;

3. Alaska's North Slope contains vast proven reserves of natural gas that have been known for at least 25

years but have never been developed;
4. these gas resources have never been offered for sale, because there has been no way to transport

them to market;
5. multiple markets in North America and Asia have recently expressed an interest in receiving a proposal

from Alaska for the purchase of Alaska gas;

6. if developed, these natural gas resources could represent substantial ecc nomic benefits to Alaskans in
jobs, state revenue, and gas for Alaska citizens and businesses;

7. the major North slope leaseholders have competing gas reserves in other parts of the world vying for
the same markets, creating a conflict of interest for them in advancing the sales of Alaska gas;

8. the North slope Producers agreed in 1991 to strand North Slope gas until at least 2005;

9. given the producer's conflicts of interest and their historic refusal to make North Slope natural gas
available it may be necessary to take the gas back;

10. the permits necessary for an Alaskan gasline project have been pledged to the Alaska Natural Gas
Development Authority, operating as a port authority, to facilitate the development of the project;
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11 there is sufficient gas for an all-Alaskan gasline project;
12. the Alaska Natural Gas Development Authority offers substantial tax benefits that improve the

economics of a gasline project;
13. state ownership of the pipeline and associated facilities has the potential to provide substantial

revenues to the state and the Alaska Permanent Fund; and
14. Alaska's constitution requires that Alaska's resources are developed, utilized, and conserved for the

maximum benefit of Alaska's people.
15. an all-Alaskan gasline maximizes jobs for Alaskans, revenues for the Alaskan treasury, and access to gas

for Alaskans.

(b) It is the intent of this Act to create the All-Alaskan Natural Gas Development Authority for the purpose
of developing, constructing, managing, and operating a gas pipeline from the North Slope of Alaska and a spur
line to the Southcentral Alaska natural gas distribution grid.

*Sec. 2. AS 41 is amended by adding a new chapter to read:

Chapter 41. Alaskan Natural Gas Development Authority.
Article 1. Establishment of the Authority.

Sec. 41.41.010. Establishment of the authority, (a) There is established the Alaska Natural Gas
Development Authority, the purpose of which is to provide one or mort ofthe followingservices and
functions in order to bring natural gas from the North Slope to market, including

the acquisition and conditioning of North Slope natural gas;
the design and construction of the pipeline system;

1

2.

3. the operation and maintenance of the pipeline system;

4. the design, construction, operation, of other facilities necessary for delivering the gas to market

and to Southcentral Alaska; and
5. the acquisition of natural gas market share sufficient to ensure the long-term feasibility of the

pipeline system project.

(b) The authority is a public corporation and an instrumentality of the state within the Department of

Revenue.

(c) The authority has a legal existence independent of and separate from the state.

(d) The acquisition of natural gas from the North Slope and its delivery to tidewater for shipment to
market by the authority is an essential government function of the state.

(e) The authority may not be terminated as long as it has bonds, notes, or other obligations outstanding.

Sec. 41.41.020. Authority governing body, (a) The authority shall be governed by a board of
directors consisting of seven members from the general public appointed by the Governor and

confirmed by the legislature.

(b) The board shall annually elect a chair, and may elect other officers, from among its members.

Sec. 41.41.030. Term of office, (a) The members of the board shall be appointed for terms of three

years, and they may be reappointed.
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(b) The terms of the members shall be staggered.

Sec. 41.41.040. Removal and vacancies, (a) The governor may remove a member of the board from
office. A removal must be in writing and must state the reason for the removal. A member who is
removed may not participate in board business and may not be counted for purposes of establishing a
quorum after the member receives written notice of removal. A member who is removed is not entitled
to honoraria, per diem, or travel expenses authorized under AS 41.41,060 for work performed after

the member receives the written notice of removal.

(b) The governor shall promptly fill a vacancy on the board by appointment. /In appointee to a vacancy
shall hold office for the balance of the term for which the appointee's predecessor on the board was

appointed.

(c) A vacancy on the Doard does not impair the authority of a quorum of the board to exercise all the
powers and perform all the duties of the board.

See. 41.41.050. Quorum and voting. Four members of the board constitute a quorum for the
transaction of business and the exercise of the powers and duties of the board. Action may be taken
only upon the affirmative vote of a majority of the full membership of the board.

Sec. 41.41.060. Compensation of board members; per diem and travel expenses. Members of the
board are entitled to per diem and travel expenses authorized for boards and commissions under AS

39.20.180.

Sec. 41.41.070. Authority staff, (a) The board may employ and determine the salary of a chief

executive officer.

(b) The chief executive officer may, with the approval of the board, select and employ additional staff

as necessary.

(c) An employee of the authority, including the chief executive officer, may not be a member of the
board. The chief executive officer and the other employees of the board are in the exempt service

under AS 39.25.110.

(d) In addition to its employees, the authority may contract for and engage the services of bond
counsel, consultants, experts, and financial advisors the corporation considers necessary for the
purpose of developing information, furnishing advice, or conducting studies, investigations, hearings, or

other proceedings.
Sec. 41.41.080. Legal counsel. The attorney general

1 is the legal counsel for the authority;
2. shall advise the authority in legal matters; and
3. shall represent the authority in legal actions.

Sec. 41.41.090. Conflicts of interest, (a) Members of the board and the chief executive officer of
the authority are subject to the provisions of AS 39.50.
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(b) I'f a member of the board or an employee of the authority acquires, owns, or controls an interest,
direct of indirect, in an entity or project in which assets of the authority are invested, the member
shall immediately disclose the interest to the board. The disclosure is a matter of public record and

shall be included in the minutes of the first board meeting following the disclosure.

Sec 41.41.100. Budget. The revenue earned by operations of the authority must be identified as the
source of the operating budget of the authority in the state's operating budget under AS 37.07

(Executive Budget Act).

Sec. 41.41.110. Audits. The Legislative Budget and Audit Committee may provide for an annual post
audit and annual operational and performance evaluations of the authority's operations and budget.

Sec. 41.41.120. Reports and publications, (a) By September 30 of each year, the board shall publish
a report of the authority for distribution to the governor and the public. The board shall notify the

legislature that the report is available.

(b) The report must include financial statements audited by independent outside auditors and a
statement of the amount of money received by the authority from its operations during the period

covered.

Sec. 41.41.130. Tax exemption. The security instruments issued by the authority, the transfer of
the security instruments, and the income on the security instruments are exempt from all taxes and

assessments in the state.

Sec. 41.41.140. Political activities. The resources of the authority may not be used to finance or

influence political activities.

Sec 41.41.150. Public access to information, (a) Information in the possession of the authority is a
public record, except that information that discloses the particulars of the business or affairs of a
private enterprise or investor is confidential and is not a public record for purposes of AS 40.25.110 -
40.25.140. Confidential information may be disclosed only for the purposes of an official law
enforcement investigation or when its production is required in a court proceeding.

(b) The restrictions of (a) of this section do not prohibit the publica+ion of statistics presented ina
manner that prevents the identification of particular reports, items, persons, or enterprises.

Article 2. Powers of the Authority.

Sec. 41.41.200. Powers of the authority. In furtherance of its corporate purposes, in addition to its

other powers, the authority may

1 sue and be sued;

ar N

o

adopt a seal;

adopt, amend, and repeal bylaws and regulations;

make and execute contracts and other instruments;

in its own name acquire property, lease, rent, convey, or acquire real and personal property; a
project site or part of a project site may be acquired by eminent domain;

acquire natural gas supplies;
issue bonds and otherwise incur indebtedness in accordance with AS 41.41.300 - 41.41.410 in
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order to pay the cost of a project;
8. accept gifts, grants, or loans from and enter into contracts or other transactions regarding

gifts, grants, or loans with a federal agency or an agency or instrumentality of the state, a
municipality, private organization, or other source;

9. enter into contracts or agreements with a federal agency, agency or instrumentality of the state,
municipality, or public or private individual or entity, with respect to the exercise of its powers;

10. charge fees or other forms of remuneration for the use of authority properties and facilities;

11. defend and indemnify a current or former member of the board or an employee or agent of the
authority against the costs, expenses, judgments, and liabilities as a result of actions taken in
good faith on behalf of the authority; and

12. purchase insurance to protect its assets, services, and employees against liabilities that may

arise from authority operations and activities.

/Article 3. Revenue Bonds and Notes.

Sec. 41.41.300. Bonds and notes of the authority, (a) The authority, by resolution, may issue
revenue bonds and bond anticipation notes in order to provide funds to carry out the purposes set out

in AS 41.41.010(a).

(b) The principal and interest on the revenue bonds or notes authorized and issued under (a) of this
section are payable from authority funds. Bond anticipation notes may be payable from the proceeds of
the sale of bonds or from the proceeds of the sale of other bond anticipation notes or, in the event
bond or bond anticipation note proceeds are not available, the notes may be paid from other funds or

assets of the authority.

(c) Bonds or notes may be additionally secured by a pledge of a grant or contribution from the federal
government, or a corporation, association, institution, or person, or a pledge of money, income, or

revenues of the authority from any source.

(d) Bonds or bond anticipation notes of the authority may be issued in one or more series and shall be
dated, bear interest at the rate or rates per year or within the maximum rate, be in the denomination,
be in the form, either coupon or registered, carry the conversion or registration provisions, have the
rank or priority, be executed in the manner and form, be payable at the times, from the sources, and in
the medium of payment and place or places within or outside the state, be subject to authentication by
a trustee or fiscal agent, and be subject to the terms of redemprion with or without premium, as the
resolution of the authority may provide. Bond anticipation notes shall mature at the time or times that
are determined by the authority. Bonds shall mature at a time not exceeding a number of years from
their date that is determined by the authority. Before the preparation cf definitive bonds or bond
anticipation notes, the authority may issue interim receipts or temporary bonds or bond anticipation
notes, with or without coupons, exchangeable for bonds or bond anticipation notes when these definitive

bonds or bond anticipation notes have been executed and are available for delivery.

(e) Bonds or bond anticipation notes may be sold in the manner and on the terms the authority

determines.

(f) If an officer whose signature or a facsimile of whose signature appears on a bond, note, or coupon
attached to them ceases to be an officer before the delivery of the bond, note, or coupon, the
sighature or facsimile is valid to the same extent as if the officer had remained in office until delivery.
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Sec. 41.41.310. Covenants. In a resolution of the authority authorizing or relating to the issuance of
bonds or bond anticipation notes, the authority has power by provisions in the resolution that will
constitute covenants of the authority and contracts with the holders of the bonds or bond anticipation

notes to

1 pledge to a payment or purpose all or a part of its revenues to which its right then exists or may
thereafter come into existence, and the money derived from the revenues, and the proceeds of
bonds or notes;

2. covenant as to the use and disposition of payments of principcl or interest received by the
authority on loans or other investments held by the authority;

3. covenant as to establishment of reserves or sinking funds and the making of provision for and the
regulation and disposition of the reserves or sinking funds;

4. covenant with respect to or against limitations on a right to sell or otherwise dispose of property
of any kind;

5. covenant as to bonds and notes to be issued, and their limitations, terms, and conditions, and as
to the custody, application, and disposition of the proceeds of the bonds and notes;

6. covenant as to the issuance of additional bonds or notes, or as to limitations on the issuance of
additional bonds or notes and the incurring of other debts;

7. covenant as to the payment of the principal of or interest on the bonds or notes, as to the
sources and methods of the payment, as to the rank or priority of the bonds or notes with
respect to a lien or security, or as to the acceleration of the maturity of the bonds or notes;

8. for the replacement of lost, stolen, destroyed, or mutilated bonds or notes;

9. covenant as to the redemption of bonds or notes and privileges of their exchange for other
bonds or notes of the authority;

10. covenant to create or authorize the creation of special funds of money to be held in pledge or
otherwise for operating expenses, payment or redemption of bonds or notes, reserves, or other
purposes;

11 establish the procedure, if any, by which the terms of a contract or covenant with or for the
benefit of the holders of bonds or notes may be amended or abrogated, the amount of bonds or
notes the holders of which must consent to amendment or abrogation, and the manner in which

the consent may be given;
12. covenant as to the custody of property or investments, their safekeeping and insurance, and the

use and disposition of insurance money;

13. agree with a corporate trustee that may be a trust company or bank having the powers of a trust
company within or outside the state as to the pledging or assigning of revenue or funds to which
or in which the authority has rights or an interest; the agreement may further provide for other
rights and remedies exercisable by the trustee as may be proper for the protection of the
holders of a bond or note of the authority and not otherwise in violation of law and may provide
for the restriction of the rights of an individual holder of bonds or notes of the authority;

14. appoint and provide for the duties and obligations of a paying agent or paying agents or other
fiduciaries as the resolution may provide within or outside the state;

15. limit the rights of the holders of a bond or note to enforce a pledge or covenant securing the
bonds or notes;

16. make covenants other than and in addition to the covenants expressly authorized in this section
of like or different character, and to make covenants to do or refrain from doing acts and things
as may be necessary or convenient and desirable in order to better secure bonds or notes or
that, in the absolute discretion of the authority, will tend to make bonds or notes more
marketable, notwithstanding that the covenants, acts, or things may not be enumerated in this

section.
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Sec. 41.41.320. Limitations of issuance of bonds, (a) The authority may not issue bonds in an amount

that exceeds the amount of bonds authorized to be issued by the legislature.

(b) This section does not apply to the issuance by 1he authority of refunding bonds or to the issuance
by the authority of bonds the proceeds of which are intended to be used to refinance the loans held by

the authority.

Sec. 41.41.330. Independent financial advisor. In negotiating the private sale of bonds or bond
anticipation notes to an underwriter, the authority may retain a financial advisor. A financial advisor

retained under this section must be independent from the underwriter.

Sec. 41.41.340. Validity of pledge, (a) The pledge of assets or revenue of the authority to the
payment of the principal or interest on an obligation of the authority is valid and binding from the time
the pledge is made, and the assets or revenue become immediately subject to the lien of the pledge
without physical delivery or further act. The lien of a pledge is valid and binding against all parties
having claims in tort, contract, or otherwise against the authority, irrespective of whether those

parties have notice of the lien of the pledge.

(b) This section does not prohibit the authority from selling assets subject to a pledge, except that a
sale may be restricted by the trust agreement or resolution providing for the issuance of the

obligations.

Sec. 41.41.350. Capital reserve funds, (a) For the purpose of securing one or more issues of its
obligations, the authority may establish one or more special funds, called "capital reserve funds,” and
shall pay into those capital reserve funds (1) money appropriated and made available by the state for
the purpose of those funds, (2) proceeds of the sale of its obligations, to the extent provided in the
resolution or resolutions of the authority authorizing their issuance, and (3) other money that may be
made available to the authority for the purpose of those funds from another source. All money held in a
capital reserve fund, except as provided in this section, shall, subject to appropriation, be used as
required solely for the payment of the principal of obligations or of the sinking fund payments with
respect to those obligations; the purchase or redemption of obligations; the payment of interest on
obligations; or the payment of a redemption premium required to be paid when those obligations are
redeemed before maturity. However, money in a fund may not be withdrawn from that fund at any time
in an amount that would reduce the amount of that fund to less than the capital reserve requirement
set out in (b) of this section, except for the purpose of making, with respect to those obligations,
payment, when due, of principal, interest, redemption premiums, and the sinking fund payments for the
payment of which other money of the authority is not available. Income or interest earned by, or
increment to, a capital reserve fund due to the investment of the fund or other amounts in it may be
transferred by the authority to other funds or accounts of the authority to the extent that the
transfer does not reduce the amount of the capital reserve fund below the capital reserve fund

requirement,

(b) If the authority decides to issue obligations secured by a capital reserve fund, the obligations may
not be issued if the amount in the capital reserve fund is less than a percent, not exceeding 10 percent,
of the principal amount of all of those obligations secured by that capital reserve fund then to be
issued and then outstanding in accordance with their terms, as may be established by resolution of the
authority, called the "capital reserve fund requirement,” unless the authority, at the time of issuance
of the obligations, deposits in the capital reserve fund from the proceeds of the obligations to be
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issued or from other sources an amount that, together with the amount then in the fund, will not be

less than the capital reserve fund requirement.

(c) In computing the amount of a capital reserve fund for the purpose of this section, securities in
which all or a portion of the funds are invested shall be valued at par or, if purchased at less than par,
at amortized costs as the term is defined by resolution of the authority authorizing the issue of the
obligations or by some other reasonable method established by the authority by resolution. Valuation on
a particular date must include the amount of interest earned or accrued to that date.

(d) To assure the continued operation and solvency of the authority for the carrying out of its
corporate purposes, provision is made in (a) of this section for the accumulation in capital reserve funds

of an amount equal to their capital reserve fund requirement.

(e) The chair of the authority shall annually, not later than January 2, make and deliver to the governor
and chairs of the house and senate finance committees a certificate stating the sum, if any, required to
restore a capital reserve fund to the capital reserve fund requirement. The legislature may appropriate
that sum, and all sums appropriated during the current fiscal year by the legislature for the restoration

shall be deposited by the authority in the appropriate capital reserve fund.

(f) This section does not create a debt or liability of the state.

Sec. 41.41.360. Remedies. A holder of obligations or coupons attached to them issued under the
provisions of this chapter, and a trustee under a trust agreement or resolution authorizing the issuance
of the obligations, except as restricted by a trust agreement or resolution, either at law or in equity,
may enforce all rights granted hereunder or under the trust agreement or resolution, or undr.r another
contract executed by the authority under this chapter, and may enforce and compel the performance
of all duties required by this chapter or by the trust agreement or resolution to be performed by the

authority or by an officer of it.

Sec. 41.41.370. Negotiable instruments. All obligations and interest coupons attached to them are

negotiable instruments under the laws of this state, subject only to applicable provisions for

registration.

Sec. 41.41.380. Obligations eligible for investment. Obligations issued under the provisions of this
chapter are securities in which all public officers and public bodies of the state and its political
subdivisions, all insurance companies, trust companies, banking associations, investment companies,
executors, administrators, trustees, and other fiduciaries may properly and legally invest funds,
including capital in their control or belonging to them. These obligations may be deposited with a state
or municipal officer of an agency or political subdivision of the state for a purpose for which the

deposit of bonds, notes, or obligations of the state is authorized by law.

Sec. 41.41.390. Refunding bonds, (a) The authority may provide for the issuance of refunding bonds
for the purpose of refunding an obligation then outstanding that has been issued under the provisions
of this chapter, including the payment of redemption premium on them and interest accrued or to
accrue to the date of redemption of the obligations. The issuance of the bonds, the maturities and
other details of them, the rights of the holders of them, and the rights, duties, and obligations of the
authority in respect of them are governed by the provisions of this chapter that relate to the issuance

of obligations insofar as those provisions may be appropriate.
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(b) Refunding bonds may be sold or exchanged for outstanding bonds issued under this chapter, and, if
sold, the proceeds may be applied, subject to appropriation and in addition to another authorized
purpose, to the purchase, redemption, or payment of the outstanding obligations. Pending the application
of the proceeds of refunding bonds, with any other available funds, to the payment of the principal,
accrued interest, and redemption premium on the obligations being refunded, and, if so provided or
permitted in the resolution authorizing the issuance of the refunding bonds or in the trust agreement
securing them, to the payment of any interest on the refunding bonds and expenses in connection with
the refunding, the proceeds may be invested in direct obligations of, or obligations the principal of and
the interest on which are unconditionally guaranteed by, the United States that mature or that will be
subject to redemption, at the option of the holders of them, not later than the respective dates when
the proceeds, together with the interest accruing on them, will be required for the purposes intended.

Sec. 41.41.400. Credit of state not pledged, (a) Obligations issued under the provisions of this
chapter do not constitute a debt, liability, or obligation of the state or of a political subdivision of the
state or a pledge of the faith and credit of the state or of a political subdivision of the state but are
payable solely from the revenue or assets of the authority. Each obligation issued under this chapter
must contain on its face a statement that the authority is not obligated to pay it or the interest on it
except from the revenue or assets of the authority and that neither the faith and credit not the
taxing power of the state or of a political subdivision of the state is pledged to the payment of the

principal of or the interest on the obligation,

(b) Expenses incurred by the authority in carrying out the provisions of this chapter are payable from
funds provided under this chapter, and liability may not be incurred by the authority in excess of these

funds.

Sec. 41.41.410. Officers not liable. A member or other officer of the authority is not subject to
personal liability or accountability by reason of having executed or issued an obligation.

Article 4. Property of the Authority.

Sec. 41.41.450. Property of the authority. The authority may acquire, by purchase, lease, or gift,
upon terms that it considers proper, land, structures, real or personal property rights, rights-of-way,
franchises, easements, and other interests in land it considers necessary or convenient for the

financing of the project or a part of the project.

Article 5. Project Construction.

Sec. 41.41.500. Contract terms relating to use of Alaska resources, (a) The authority shall enter
into one or more prehire project term agreements with labor organizations that (1) contain no-strike
clauses; and (2) secure timely completion of the project and maximum employment opportunities for

state residents.

(b) To maximize the economic benefits of the project to Alaskan businesses, the authority shall use
Alaska contractors and suppliers to the maximum extent poss'ble to take advantage of the Alaska

experience in Arctic engineering and construction.

Article 6. General Provisions.

Sec. 41.41.900. Tax exemption. All obligations issued under this chapter are declared to be issued
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