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The West Coast is a rather isolated market. There is insufficient East-West infrastructure
in place to move excess supplies out of the market. Most forecasts project about ? bef/d
of additional supplies may be required in the next 10-15 years24. Shell and BP have
already committed to supply Sempra a combined 1 bef/d of Asian and Australian gas,
and Sempra recently conducted an open season to procure the balance. Attempting to
sell all 4 bef/d of Alaska gas in the West Coast market would be a challenge as the

Alaska gas would be competing with lower cost competitors.

Moreover, this market will grow incrementally, not all at once. Placing the entire 4 bef/d
into the market at once will be particularly difficult. However, because of the large fixed
cost of the pipeline it is necessary to market all of tl<e gas rather quickly. Projects that do
not have that large fixed cost, and can put smaller amounts of gas into the market over a
shorter timo, will have an advantage. Placing 4 bef/d on the West Coast market would

drastically suppress prices.

PFC estimates that 4 bef/d landed on the West Coast would affect the supply balance
such that it would command $0.61/mmbtu less than the same volume landed in Chicago.

This is attributable to:

- Much of the gas is landed in next exporting regions. The gas must travel
considerable distances to market areas or compete with other sources

of supply transiting the region to serve local demand.
- as mentioned above, the size of the incremental supply relative to the market

weighs on the West Coast price.

PFC's projection is contingent on the timely construction of West-East pipeline
infrastructure to move excess supplies from the region. They warn:

PFC Energy C <pects that given the lead time required for either Alaskan gas
transportation project, companies would incorporate the incremental supplies in
their pipeline planning activities, smoothing the transition. If companies do not do
so, then the introduction of Alaskan supplies could prove more disruptive than
indicated here, and price discounts for the new gas supplies would be greater than

projected here.

As for supplying Asian markets with LNG, it appears unlikely that North Slope gas could
compete with the plethora of closer tidewater sources that do not have to build an 800-

mile pipeline just to reach the coast.

C. Siting Issues

PFC concluded that it is unlikely any of the proposed U.S. or Canadian West Coast LNG
receiving terminals will be built. They rated the likelihood of construction of any of the

24 This includes forecasts from Cambridge Energy and the California Energy Commission.
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terminals in the next decade at poor to negligible, based on environmental, community,
permitl.ng, financing, and market issues.

D. Netback Comparison

Between the additional cost and the reduced price, PFC estimates the netback value
would be $1.64/mmbtu ($1.80/mcf) less for the LNG project relative to the ALCAN
project. This would be $10/bbl less on an oil-equivalent basis.

XlIll. Conclusion

Stranded gas is gas that is not being marketed due to cost and price conditions. North
Slope gas today certainly fits this criterion. This paper summarizes many of the reasons
and presents analysis conducted by the Department of Revenue. The commercialization
of North Slope gas will be subject to market forces. Markets fluctuate with the lowest cost
supplies coming in to the market first. The cost of these supplies set the price. Higher
cost supplies are shi/t out until the lower cost supplies are depleted.

It has been shown that the reason North Slope gas has not been marketed is the
distance from market coupled with Alaska’s geography, the existence of vast supplies of
lower cost gas in other parts of the world, and the problem that other supplies are not
subject to :ne size risk inherent in the North Slope project. These are the cost and price
conditions that are at risk of prevailing during the period in which this project will operate.
Therefore, the Department of Revenue concludes that Alaska’s North Slope natural gas

is stranded.
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BP Testimony
House Resources Committee

June 3,2006

Thank you for the opportunity to testify this morning. For the record, my name is David
Van Tuyl. | work for BP as the commercial manager of the Alaska Gas group. It’s a
privilege for me to be able to offer my testimony on HB-2004. We support the intent
behind the bill which provides amendments to the Stranded Gas Development Act, and

believe this bill will help progress the gas pipeline fiscal contract.

The Administration did a good job in structuring these amendments and in explaining
them to this committee. However, there is one point that we see a bit differently than the
Administration, and that we’d like to take a moment io clarify for the record. The
Administration stated that the amendment to AS 43.82.220(a) paragraph (2) that allows
for the inclusion of terms in the contract related to the State reimbursing the producers for
certain upstream costs was required because this was not a right the producers currently
hold under either existing lease or unit agreements. We don’t agree. In old form leases
(known as'D L-1" leases), the State is obligated to pay for upstream costs associated with
any of its gas it takes in kind. So we feel that this is a lease right associated with these
DL-1 leases. The vast majority of the known North Slope gas resource, around 90%, is
found on these DL-1 leases. The fiscal contract simply extends that existing lease right to

all gas from all leases.



To conclude my briefcomments, | want to emphasize that BP stands ready, willing and
able to advance the gas pipeline project, along with our partners ConocoPhillips,
ExxonMobil and the State of Alaska. The gas pipeline fiscal contract, coupled with HB-

2004, makes that objective possible. BP also stands ready to work with the legislature as

you complete your work on his bill.

We support passage of HB-2004, and then encourage the legislature to approve the gas
pipeline fiscal contract to enable a’1Alaskans to benefit from one o» the largest energy

projects on the planet.

Thank you for the opportunity to testify. 1’d be happy to try and answer any questions

you might have.



Hearings begin on changes .0 Stranded Gas Act

By ANNE SUTTON
Associated Press Writci

JUNEAU, Alaska (AF t -- Hearings began in the st3te House and Senate Thursday on legislation
meant to move forward Gov. Frank Murkowski's contract with three oil companies to develop

the North Slope's natural gas reserves.

The House Resources Committee began taking testimony on a measure that would amend the
state's Stranded Gas Development Act, the law under which the governor negotiated the
contract's fiscal ter ns with ConocoPhillips, Exxon Mobil Corp. and BP PLC.

The bill, introduced by the governor on Wednesday, would allow the state to take gas in place of
tax payments as par’ of its 20 percent ownership in the proposed gasline. It would also lock in
ihe produt crs' tax and royalty rates by 30 years for oil and 45 years for gas. The oil companies
have said that kind of tax stability is a condition to them building a North Slope natural gas

pipeline.

Kevin Jardell, the governor's legislative liaison, told lawmakers the changes would smooth the

way toward final ratification of the contract.
But lawmakers have opposed the governor's proposal to freeze the producers' tax rates.

After the committee meeting, co-Chairman Ralph Samuels, R-Anchorage, said the
administration should have the authority to negotiate gasline terms for the state, but locking in

the tax rates is another mattel

"I don't have any problem with their ability to have those tools, but the oil tax, that's taking a tool

away from us. That's a different story,” he said.

Samuels said he and other lawmakers are discussing how best to modify the tax rate provisions.
One idea has been to create a "reopener"” clause that would allow lawmakers to change the tax

rates in the future if economic conditions call for it.

Lawmakers were also concerned that the governor may bypass their efforts to pass a tax rate that
is higher than the one he has proposed. A proposal to tax the Alaska profits of oil companies is
also before lawmakers in special session after the measure failed in the regular session.



Murkowski wants to set the oil production tax at 20 percent. Lawnal'ers have consideied a

number of different rates between 20 and 25 percent.

Asked by House lawmakers if the final contract would contain whatever terms pass the

Legislature, Jardcll said he could not give a definitive answer.

"Our position is the Legislature needs to set the rates and we will take them tothe bargaining

table to negotiate from those rates," he said.

Lawmakers also had concerns about a proposed amendment to the section that requires the
Commissioner of Revenue act in the best interest of the state. The language was modified toread

the 'long-term fiscal™ interests of the state.

Rep. Harry Crawford, D-Anchorage, said the change could be read to say that any deal would be

a good deal.
"It gets them a 'get out ofjail free' card," he said.

The administration said the change was made in order to make the language consistent with other

parts of the law.

Meanwhile, the newly formed Senate Special Committee on Oil and Gas, made up of members
of the Senate Resources and Finance Committees, also began hearing the bill on Thursday.

The committee also took testimony on another mcasuic that would create a public corporation
within the Department of Revenue called the Alaska Natural Gas Pipeline Corporation.

Committee hearings are expected to continue over the weekend.
It could be near the end of July before the final terms are back before the Legislature.

A 45-day public comment period on the natural gas contract is currently under way, and the
governor has said he will extend that if need be. The Commissioner of Revenue then will have
30 days to consider the comments and proposed amendments before issuing a final
determination. That's when the Legislature must decide whether to ratify or reject the contract.
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Changes to Stranded Gas Act weighed
By R.A. DILLON

Friday, June 02,2006 - Staff Writer

JUNEAU-Alaska legislators on Thursday took up amendments to the state's Stranded Gas
Development Act.

Gov. Frank Murkowski is as’ing lawmakers to approve changes that would allow him to lock-in the
producers' trxes and royalty for 30 years on oil and 45 years for gas, as well as take the state's share of

production in natural gas instead of cash.

The 10-page bill contains more than a dozen alterations to the Stranded Gas Development Act, the law
under which Murkowski negotiated a deal with Exxon, BP and ConocoPhillips to develop the North

Slope's 35 trillion cubic feet of gas reserves.

Kevin Jardell, Murkowski's legislative director, said the amendments provide the administr_lion with
greater authority to negotiate the terms of the contract with the producers.

Murk-owski has been in talks with the producers for nearly two years but the proposed deal goes
beyond the limits of the stranded gas act, so he needs lawmakers to amend me act to make the contract

legal.

Jardell and other administration officials provided members of the House Resources Committee and
the newly U .rned Senate Special Committee on Natural Gas Development a page-by-page walkthrough

of the amendments. The amendments would:

* Repeal language in the Stranded Gas Act that prohibits significantly altering tax and royalty rates on
existing oil and gas production.

* Allow the state to take royalty and production tax on gas in-kind instead of cash.
* If approved, the final contract would override the state's existing leases on the North Slope.

* Require the state to agree to arbitration to settle all disputes with the producers and prohibit the state
from taking the companies to court.

While some of the changes are likely to receive the approval of lawmakers, others face a much tougher
battle, said House Resources Co-Chairman Ralph Samuels, R-Anchorage.

"We're not going to lock oil in for 30 years," he said. "That we can't do."
Lawmakers have been consistent in their opposition to freezing taxes on oil for the life of the contract,

something the producers argue is needed before they can invest billions of dollars to build a gas
pipeline from the North Slope to markets in Alberta, Canada, and perhaps Chicago. The state needs

http://www.news-miner.eom/cda/article/print/0,1674,113%257E7244%257E3323108,00.html 6/2/2006
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time 10 make sure the new tax system works and no one can guarantee the future price of oil, Samuels

said.
"Nobody's crystal ball is perfect; not even the industry's,”" h’ said.
Samuels said he would try to remove or alter the provision before the bill leaves his committee.

Sen. Ralph Seekins, chairman of the Senate Special Committee on Natural Gas Development, said the
Legislature may reduce the length of fiscal certainty to reduce the risk to the state.

"We can improve the economics of the pipeline without having to put a fixed date on it," he said.

Seekins said the chief concern was whether the Legislature should increase the powers the governor
already has under the 1998 Stranded Gas Act to negotiate with the producers.

Samuels had fewer problems with granting the governor wider powers to negotiate a gas deal. The final
decision still remains with the Legislature, he said.

"The point is, 60 people arc never going to be able to negotiate a contract,” he said, "so we are turning
it over to the administration and if we don't like what they do, we vote it down."

Rep. Harry Crawford raised concern over the administration's attempt to change the requirement that
the contract be in the "best fiscal interest” to the "long-term interest" of the state.

The Anchorage Democrat said the change would allow the administration to approve almost any
contract.

"It gives them huge latitude on what is in the long-term interest of the state," he said. "That's a big
difference to what's in the best fiscal interest of the state."

Jardell said the change was a minor technical amendment to make sure the language in the contract is
consistent with the findings released by the commissioner of the Department of Revenue.

Crawford also objected to language in the amendments that would exempt the producers from tax
increases passed through the public initiative process.

Crawford is one of the sponsors of an initiative on the November ballot that would tax leaseholders $1
billion a year if they fail to develop gas fields on the North Slope.

Crawford said he planned to meet with other members of the minority caucus to discuss possible
amendments to the administration's bill.

House Resources will take up the amendments again today at 9 a.m. Samuels said he expects to have a
committee substitute ready by Saturday and the measure could be passed out the same day.

Seekins, R-Fairbanks, said the special Senate gas committee would hear from the administration and
the Legislature's legal advisers this morning and take public testimony starting at 9 a.m. on Saturday.

He said the committee would consider amendments Sunday, but he did not know when a committee

http://www.news-miner.eom/cda/article/print/0,1674,113%257E7244%257E3323108,00.html 6/2/2006
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substitute might be introduced.
The special session must end no later than midnight on June 8.
"If we don't hit that deadline, we don't hit it," he Laid. "This is too important to hurry."

The governor can call a second special session beginning June 9 if he wants to keep lawmakers
working on the gas contract.

Staff writer R.A. Dillon can be reached at (907) 463-4893 or ndillon@newsminer.com.
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LEGAL SERVICES
DIVISION OF LE GA AND RESEARCH SERVICES
LEGISLATIV EAFFAIR& AGENCY
(907) 465-3867 or 465-2450 TATE OF ALASKA Slate Capitol
FAX (907) 465-2029 Juneau. Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6th St., Rm. 329
MEMORANDUM June 4. 2006
SUBJECT: Purchase of a gas pipeline sponsor’s share (HB2004:

Work Order No. 24-GH2046)

TO: Representative Jay Ramras
Attn: Jane
FROM: Dennis C. Bailey

Legislative Couns&d

You have asked whether the purchaser (an LLC) of a pipeline sponsor’s share of an
interest in the pipeline would be responsible for state income and other taxes. Although
you mentioned an "individually owned" LLC, the ownership structure is not a deciding

factor in answering your question.

The short answer to the question is if the sponsor/seller was liable for state income taxes
and other taxes, the purchaser would also be responsible for the taxes unless the contract

or purchase agreement provides otherwise.

In order for an interest in a contract to be purchased, the contract interest must be
assignable. A contract may allow or prohibit assignment or restrict assignment of a
party's interest. The Stranded Gas Development Act addresses the issue of assignment in

AS 43.82.260. It provides:

Sec. 43.82.260. Change of parties to an application or a contract;

assignment of interests.

(a) A qualified sponsor or member of a qualified sponsor group
may assign an interest in or add or withdraw a party to an application
under AS 43.82.120 only if the commissioner has

(1) made a finding that the assignment, addition, or
withdrawal is consistent with the requirements of AS 43.82.110; and

(2) given prior written approval for the assignment,
addition, or withdrawal.

(b) A contract developed under this chapter may provide for the
assignment to or withdrawal of a qualified sponsor or member of a
qualified sponsor group.

(c) Upon being added to an application under this section, a party
becomes a qualified sponsor or a member of a qualified sponsor group, as
appropriate, for the relevant project.



Representative Jay Ramras
June 4, 2006
Pape 2

(d) The commissioner may not unreasonably withhold approval
under (a) of this section, but may condition the approval in any way
reasonably necessary to protect the fiscal interests of the state and to

further the purposes of this chapter.
(e) For purposes of this section, an assignment includes a transfer

of stock or a nartnership interest in a manner tlat changes control of a
qualified sponsor or member of a qualified sponsor group.

In general terms, a purchaser undertakes the rights and the duties of the seller. If the
seller is responsible for state income and other taxes, the purchaser becomes responsible,

and vice versa. These terms may be negotiable within the purchase agreement, but may
be affected by limitations on the assignment in the original agreement.

I have enclosed copies of the sections of the pipeline contract and the fiscal findings
related to the contract that address this issue but | have not review'd or analyzed them.

If I may be of further assistance, please advise.
DCB:ljw
06-259. ljw

Enclosures
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31.1

PART G - RELATIONSHIP OF THE PARTIES

ARTICLE 31 - ASSIGNMENT, ADDITION AND WITHDRAWAL

Assignment and Addition of a Person.
(a) Assignment. A Producer may assign its rights, privileges and obiigations in a
Property under this Contract to a qualified Person (“Assignee") as provided in Article
31. A Producer may initiate an assignment by providing the other Parties a Notice that
contains the following information:

(1) identity of the Assignee;

(i) the rights, privileges and obligations that arc assigned to the Assignee:

and

(iii)  any other information the Producer deem ippropriatc.
The DNR Commissioner shall approve an assignment of ai 'Merest in a Property from a
Producer to a Person other than a Producer or an Affiliate unless the DNR Commissioner
makes a written finding that the transfer would adversely affect the interests of the State.
The DNR Commissioner may request addi..onal information reasonably necessary to
make the finding. An assignment of an interest in a Property from a Producer to an
Affiliate or to another Produce- is effective upon Notice. Any other assignment is
effective upon approval by the DNR Commissioner.
(b) Additional Person. A Producer shall add io this Contract any Person that owns a

Midstream Element in which one or more Producers or their Affiliates have an interest

-209-
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(“Additional Person”) by providing a Notice to the other Parties that contains the
following information:
)] a briefdescription of the reason for adding the Additional Person;
(i)  the identity of the Additional Person-,
(iii)  the rights, privileges, and obligations that arc assumed by the Additional
Person-, and
(iv)  any other infor.rxtion the Producer deems appropriate.
The rights, privileges jind obligations of the Additional Person are subject to the
conditions set out in Article 31.1(d). The addition of the Additional Person is effective
upon Notice.
(c) Conditions Regarding Assignees.
0 tixcept for Assignees under Article 31.1(c)(ii), an Assignee that is not an
Affiliate of the assignor is subject to the following conditions:
(A) any obligation to pay SCIT is modified only by the ad'ustmcnts
provided under Articles 19.3, 19.4, and 19.5; and
(B) the exemptions and covenants provided the Contract are limited to
Taxes, other than SCIT, on that portion of the Assignee's oil and gas
related business activity in Alaska that has been assigned to it.
(i) The conditions under Article 31.1(c)(i) do not apply to an Assignee that is:
(A) an Affiliate of the assignor; or

(B) another Prod--er or its Affiliate.

-210-
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31.2

(d) Conditions Regarding Additional Person. For an Additional Person, the
exemption and covenants provided in the Contract arc limited to Taxes, other than SCIT,

on that portion of the Project that has been assumed by the Additional Person.

Effect of Assignment, addition, and Transfers.

(a) Rights, privileges and obligations of an Assignee or Additional P?rtv. An
Assignee and each Additional Person is deemed a Participant and, to the extent the
rights, privileges and obligations arc assigned or added, this Contract binds and benefits
the Assignee and the Additional Person. A Person that owns an interest in a Project

Entity is not a Participant, based on that ownership alone.
(b) Retained rights, privileges and obligations of the Producers and their Affilir.ies.
Each Producer and its Affiliates retain all their rights, privileges and obligations under

this Contract other than those assigned to an Assignee or assumed by an Additional

Person under Article 31.1.

(c) Transfers.

(i) Ifthe ownership ofa Producer, or an Affiliate ofa Producer that holds the
ownership interests of all or substantially all of the Properties held by that
Producer and its Affiliates, is transferred by sale of stock, merger, corporate
reorganization, or similar transaction, that transfer is not subject to the limits in
Article 31.1(c) or (d).

(i) If a Producer and its Affiliates sell or otherwise dispose of all or
substantially all of their Alaska oil and gas assets, that sale or disposition is not

subject to the limits in Article 31.1(c) or (d).
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31.3No Fee for Additional Persons. No Party shall charge a Person  afee solelybecause the

Person is becoming an Additional Person to this Contract.

31.4  Acquisition.

(a)

Exhibit D Properties. If a Producer acquires or is assigned an interest in any

Property listed on Exhibit D, the Producer may add its interest in that Prop. rty to Exhibit

D.

(b)

Leases no. on Exhibit D. If a Producer acquires or is assigned an interest in an

ANS lease not listed on Exhibit D, the Producer may add its interest in that lease as a

Property to Exhibit D subject to the following limitations:

)] if that lease was acqu 'ed in a State lease sale, thatProperty must be
removed from Exhibit D if Gas from that Property is not delivered to the
Mainline within fifteen (15) Calendar Years after the effective date of its addition
to Exhibit D;

(i) if that lease was acquired in a federal or private lease sale, that Property
must be removed from Exhibit D if Tax Gas from that Property is not delivered to
the Mainline within twenty (20) Calendar Years after the effective date of its
addition to Exhibit D; and

(iii)  a Law of general applicability providing for u uniform upstream fiscal

contract is enacted substantially in the form of Attachment i (“Uniform Upstream

Fiscal Contract Act”).
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(c) Notice. To add an interest in an ANS oil and gas lease to Exhibit D, a Producer
shall provide a Notice ("Notice of Additional Property”) to the Commissioner. That
Notice o fAdditional Property must include the following information:

)] the date the additional Property was acquired and the ffective date of its

addition to Exhibit D;

(ii)  the Producer's Working Interest share of the additional Property, and

(iii)  the other categories of information included in Exhibit D.

31.5Withdrawal Before Open Season. Subject to Article 31.8, any Participant may
withdraw from this Contract before th? execution by the State of the binding precedent

agreements associated with the initial Open Season to reserve transportation capacity.

31.6 Withdrawal After Open Season. Subject to Article 31.8, any Participant may
withdraw from this Contract after the execution of the binding precedent agreements associated
with the initial Open Season to reserve transportation capacity, provided that the Withdrawing
Participant and its Affiliates have cither assigned or otherwise relinquished and hold nc interest,

directly or indirectly, in any Midstream Clement or in any Property before the Participant's

Notice of withdrawal.

31.7 Notice and Effective Date. A Withdrawing Participant shall provide sixty (60) Days

prior Notice of withdrawal to the State and to the other Participants. The withdrawal is effective

upon the expiration of the sixty (60) Day period.



Appendix E: Avrticle-by-Article Summary of Alaska Stranded Gas Fiscal Contract

ARTICLE 31: ASSIGNMENT. ADDITION AND WITHDRAWAL

1. Assignment of a Person.

. A Producer can assign its rights, privileges and obligations in a Property to a
qualified assignee by providing the other Parties notice with the following
information: (i) identity of assign”;; (ii) the rights, privileges and obligations that
arc assigned; and (iii) any other information the Producer deems important.

e The DNR Commissioner shall approve an assignment to a Person other than a
Producer or an affiliate unless the Commissioner makes a written finding that the
assignment would adversely affect the interests of the State.

. An assignment from a Producer to an affiliate or to another Producer is effective
upon notice.
2. Addition ofa Person.
. A Producer shall add any Person to the Contract owning a Midstream Element in

which one or more Producers or their affiliates have an interest [or a Producer
affiliate that owns an interest in an oil pipeline that will be subject to the payment
in lieu of oil pipeline ad valorem taxes.]

. To do so. *hc Producer must provide a notice to the other Parties containing: (i) a
description of the reason for adding the additional Person, (ii) identity of the
additional Person, (iii) the rights, privileges and obligations assumed by the
additional Person, and (iv) any other information the Producer deems appropriate.

. For ?n additional Person, the exemptions and covenants provided in the Contract
arc limited to Taxes, other than SCIT, on that portion crthc Project that has been

assumed by the additional Person.
3. Conditions Regarding Assignees.
. For assignees that arc not affiliates of the assignor and additional Persons:

0] obligations to pay SCIT arc modified only by the adjustments provided by
Articles 19.3, 19.4 and 19.5; and

(ii)  the exemptions and covenants in the Contract arc limited to Taxes, other
.nan SCIT, on that portion of the assignee’s oil and gas activity in Alaska
that has been assigned to it.

. The above conditions do not apply (i) to assignees that arc affiliates of the
assignor or another Producer or its affiliate; (ii) if ownership ofa Producer or
affiliate is transferred by stock sale, merger, reorganization or similar transaction;
and (iii) if a Producer and its affiliate sells all or substantially all of their Alaska

oil and gas assets.

Alaska Department of Revenue FIF-E-67
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Effect of Assignment. Addition and Transfers.

. Each assignee and additional Person is deemed a Participant and the Contract
binds and benefits both. A Person owning an interest in a Project Entity is not a

Participant based solely on that interest.

. Each Producer and its affiliates retain all their rights, privileges and obligations
other than those assigned or assumed.

No Fee for Additional Person. No Party may charge a fee solely because the Person is
becoming an additional Party to the Contract.

Acquisition.

. Ifany Producer acquires or is assigned any interest in any Property listed on
Exhibit D, the Producer may add its interest in that Property to Exhibit D.

. Ifa Producer acquires or is assigned an interest in any lease not listed on Exhibit
D, the Producer may add its interest 'is a Property to Exhibit D subject to the

following:

(i) for leases acquired in a State lease sale, the Property mu.;t be removed
from the Exhibit if Gas is not delivered to the Mainline within 15 yeais
after its addition to the Exhibit;

(i) for leases acquired in a federal or private lease sale, the Property must be
removed from the Exhibit if Tax Gas is not delivered to ihe Mainline
within 20 years of its addition to the Exhibit; anci

(iii)  a law of general applicability is enacted providing for a uniform upstream
financial contract substantially in the form of Attachment 2 to the

Contract.

. To add an interest in an ANS oil and gas lease to Exhibit D, a Producer must
provide a notice to the Commissioner that includes the date Additional Property
was acquired and the effective date of its addition tc Exhibit D, the Producer’s
Working Interest share of the Additional Property, and other information required
to be included in Exhibit D.

Withdrawal.

. Before Open Season. Ar«y Participant may withdraw from the Contract before
execution by the State oftie bidding precedent agreements associated with tnc
initial Open Season to reserve transportation Capacity.

. After Open Season. Any Participant may withdraw after execution by the State of
those precedent agreements, provided that it and its affiliates have cither assigned

Alaska Department of Revenue
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($/Mm BTU) - January 2005
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Cook Inlet Historic and Forecast Gas Production

1958-2022
O Proven Undeveloped
250.0 O All Other
O Swanson River
m Kenai
200.0 O McArthur River
m Beluga River
O North Cook Inlet
150.0
100.0

ADNR Division of Qilnand Gas. Alaska Oil & Gas R.eportt Deecember 2003 has'been updated and the new forecast is included
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250 - Base Case
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Supply - All Fields
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Except Kenai, McArthur River, Noilh Cook Inlet
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é? 150 — Power Generation Demand
Gas Utility Demand
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& 100 —
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r Department of Energy. June 2004
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*'Over 473,000 electricity consumers

. 67% of electricity generated by natural ga,s

15% hydropower

13% diesel 9 &

. 5% COal Hydropower,

Diesel, 13%

Coal, 5%

Natural Gas,
67% v,

OV~r 318,000 natural gas consumers
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Exploration, reserves growth, or
.some combination can provide

additional supply

« Wth assumed reserves**rowth .
(1.5 Tcf), there may be sufficient
gas through 2025 for commercial
and residential consumers a nd _
perhaps one industrial user

Reserves growth is estimated
at $465 million * f

AB@&B AllOur Crt~\u Goes Into Our Customers Slide 16
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The potential exists for an additional
13-17 Tcf of conventionally
recoverable gas |

Investment requilred to e>u<plore ar|1d N
develop 50% of the estimated «
resources potentially available to be vy
discovered could require investment
oT$5 to $6 billion, if the fields ,

are onshore

-.If the fields are offshore,%the
iInvestment nedded would be hicther ,



Multan* I*r

Highway Route

(2,100 - 3,700 mile:

Port Authorlty/LNG Route

(800 miles)

Primary Spur Line

(300 miles - Parks Highway)

Secondary Spur Line

(290 miles - Delta Junction - Wasilla)
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A North Slope gas pipeline has potential to*
moderate prices in the south central Alaska
region « 4 .7
- Opportunity for a favorable price
, differential between Henry Hub
and Sodth Central-Alaska *
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D epending o n N orth Slope to
C hicago tariff charges, a spurt
could provide a $1.00/M cf
cost advantage oOVvVer I

H enry H ub prices

-Create value-added products In'Alaska-
ACompetitive industrial businesses - .

o . N oeeer > - ' ‘e WL .
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Partnering with department of Energy, ML & P
& Chugacn Electric and alAconcerned parties

* Analyzing the optimum mix of energy supply

options to ensure continued economlc growth
lln‘AIaska e . am
°J. | ‘= oy *
. Measure p055|ble beneflts costs and
challenges of developing gas storage facilities

In South Central Alaska . o\

' Provide a detailed conceptual analysis to

define the cost ard benefits of a spur pipeline
between South Central Alaska and Fairbanks
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 Access to North Slope gas forall utilities "i®

absolutely critical \ ;
Alaska could enjoy a‘20-25" price advantage over
theHower 48 with access to Nprtft Slope gas 'V
*Who will commit to delivering gas to Alaska A
jcensumers by 2012?  * i\ AR

*Who is ready”w.iliing and able to begin a gas line
to meet this schedule? L. \ . *

t - - £l - o * .\ ) A_

*WWho has economic interests most closely aligned \
with Alaska Consumers? o

Cr~r~n it .
All Our Goes Into Our Customers Slide 22
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\' N ow iIs the tim e to focus o0n
‘% v \
responsible re source development
w ith ,th e appropriate urgency to

ensure l o w cost energy for this A

and future generations \ 1 f7
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R epresentative R aloph Samuels
KvTA?, I,

HOUSE DISTRICT 29
Tt-jy

HCR 2

This resolution is a request to Governor Murkowski to take quick action to carry out a
study of in-state needs for natural gas within Alaska. As the FERC regulations that were
issued in Order No. 2005 specify that this study must be completed before an open season
and pipeline design can occur, time may be a critical factor. The sponsor intends the
Legislature to offer support and encouragement to the governor in this endeavor.

Fmuil: Representative Ralph .Sumuclstfr legis.stute.ak.us
Session: Alaska State Capitol. Juneau, Alaska 99801-1182 « Phone: (907) 465-2095 Fax: (907) 465-3810
Interim: 716 W 4th Avc., Anchorage. Alusku 99501-2133 « Phone: (907) 269-0240 Fax: (907) 269-0242



SUMMARY OF FERC ORDER
ON
ALASKAN GAS PIPELINE OPEN SEASON
(ORDER NO. 2005;
PREPARED BY
DONALD C. SHEPLER

ROLLED-IN PRICING FOR EXPANSIONS

Establishes a “rebuttable presumption” for use of rolled-in pricing for expansions (Pp. 43
and 56).

Finds that a rate increase from an expansion is not a “subsidy” if the new rate is no higher
than the original rate. Leaves for future determination the question of whether the original rate
itself was subsidized by virtue of the loan guarantees and the tax benefits (P. 43).
PRE-SUBSCRIPTION AGREEMENTS

Pre-subscription/anchor shipper agreements are allowed but only for the initial pipeline
capacity (not for expansions).

Pre-subscription agr™ iments must be made public within 10 days and other qualified
bidders are entitled to negotiate the same terms and conditions and rates with the project
sponsors

In case of oversubscription of capacity through pre-subscriptions and open season bids,
the design capacity must be adjusted to accommodate all qualified bidders or pre-subscription
shippers (and others adopting pre-subscription terms/conditions/rates) must bear all pro-rata

reductions in capacity (Pp. 13-14 and 51)



IN-STATE NEEDS, DELIVERY POINTS AND STUDIES

Open seasons must conduct or adopt a study of consumption needs and prospective
delivery points in the state, and rely on such study to develop the contents of the open season
notice (Pp. 20 and 51).

Study shall be identified in the Notice and, if practicable, include or consist of a study
conducted, approved or otherwise sanctioned by an appropriate governmental agency, office or
Commission of the State of Alaska (Pp. 20 and 51).

Order cites to 2002 Study of in-state gas demand conducted by DNR (Pp. 17-18).

Notice of open season shall include an estimate (based on State’s study) of how much
capacity will be used in-state (P. 51).

Notice of open season must include a proposed in-state transportation rate based on the
cost of providing that service (i.e., excluding costs related to out-of-state deliveries) (Pp. 20 and
52).

TIMING AND DURATION OF OPEN SEASONS FOR INITIAL PIPELINE

Sponsors must provide 30-day notice prior to start of open season and open season must
last at least 90-days (Pp. 18, 51 and 54).

Sponsors must alsc .He at FERC for approval by FERC detailed plans for proposed open
season. This filing must be made at least 90-days prior to the start of the 30-day notice period
(thus total “heads-up” time is at least 90-days (FERC filing) plus 30-days (public notice of open
season) plus 90-days (duration of open season process) = 210 days) (Pp. 38 and 56).
EXPANSION EVALUATION DATA

Order does not require posting and updating of data that would allow independent

assessment of expansion economics but indicates FERC will review project design for



expansibility at the outset and indicates that open season data plus certificate filing data should
provide adequate information for independent evaluation (Pp. 29 and 36).
BID-EVALUATION CAPS

Order does not adopt bid-evaluation caps, but adopts “Standards of Conduct” rules to
prevent affiliate abuse (production affiliate gaining information from pipeline affiliate) (Pp.26-28
and 53-54).

FERC will monitor results of open seasons to determine the appropriateness of any
“unusually long contract terms {e.g., a term exceeding the projected life of the pipe)” to
determine whether shippers incorporated such terms in their bids to obtain an allocation of
capacity (P. 33).

RULES RESPECTING ALLOCATION OF CAPACITY

Project sponsors must indicate in open season materials how capacity will be awarded
and allocated (Pp. 32 and 53).

Any award/allocation methodology mi  not be unduly discriminatory or unduly
preferential, and it is the Commission, not the sponsors vho will apply those criteria to an open
season (Pp. 32 and 55).

While no particular methodology for awarding/allocating capacity is being prescribed,
any departure from a Net Present Value (“NPV”") methodology heretofore standard in Lower-48

open seasons will be examined carefully (P. 32).



HCR 2
Background Memo regarding In-State Alaska Natural Gas Demand
Division of Oil and Gas
February 23, 2005

This memo summaries potential in-state gas demand in the Southcentral Energy Belt and the greater
Fairbanks area based on a review of thre recent studies;

Alaska Natural Gas In-State Demand Study for DNR by Econ One. January 2002.

ANGDA Revenue and Cost Model Instruction Manual (and model) for ANGDA by Northem

Economics, June 2004.

0 \I]:airb%(ﬁ to Anchorage Spur Report - Updated Analysis for DNR by Lukens Energy GFOUp,
une .

0 South-Central Alaska Natural Gas Study - Pf@p&fﬂd for the U.S. DOE by Charles Thomas et al..

Science Applications International Corporation, August, 2004,

0
0

Sourth-Central Alaskn

Current gas usage in Southcentral Alaska for all sectors is approximately 200 billion cubic feet Ber year
(Exhibit™L) Industrial usage from fertilizer manufacture and LNG exports accounts for about 60 percent
of total gas consumption in'the Cook Inlet Basin (CIB).

Exhibit 1. Cook Inlet Basin Natural Gas Consumption by Major Group, 1971-2003.

250

1975 1979 1983 1987 1991 1995 1999 2003

The future of mdustnal% demand in the CIB, which relies on mexgenswe, haseload gas su I)(, S
uncertain due to tighteni gsupp(lly and the rising.cost of gas in the Cook Inlet Basin. For example, the
Agrium.has been 0ﬁerat|ng at reduced levels during 2003-04 and has indicated that plant closure is a
passibility before the end of 2005 if adequate gas supply is not secured, Also, the Kenai LNG Plant
export license expires in April 2009. So far, ConocaPHillips and Marathon have taken no steps publically
to renew this license. The Department of Revenue SDOR) Prevailing Value for Cook_lnlet_?as_|s
currently $3.00 per mcfand has risen steadily over the past few years, in part due to high oi prices,

HCR No. 2 Page 1 2/23/2005



Greater Fairbanks Area and Interior Alaska

Current ﬂas usage in Fairbanks in 2004 is approximately 500 million cubic feet per year (8.5 Bef per
year). This usa%e arises from an incipient but rapily e’>\<Pand|ng local gas distribution (LDC) system .
Operated since 1998 by Fairbanks Natural Gas, LLC%F G). The FNGTesidential and small commercial
customer base increased from 130 to 631 between 2000 and 2004." Despite the rapid growth, this total
Fairbanks usa?e 0f0.5 Bty s, by comparison, a small fraction of the 200 Befy produced and consumed
in the Cook Infet Basin (CIB), as'shown in Exhibit 1(below).

Stead?; LDC expansion of residential and commercial usage in the greater Fairbanks area could result in
growth to about 3 Bc bEy2009 but would probabl reﬂuwe 0as supplies from sources beyond those
currently used by FNG (E.g., new North Slope and/or Nenana Basin supplies). Central station electric
OWer Usage could increasg consumption by another 6.5 Bcfy (assuming 50% gas-hy-wire penetration)
hese Potennal residential, commercial, and power usages in 2009 combine toabout 10 Bcty, or abou
5% of the current gas usage in the CIB. It still would amount to a fractional 6/10hof one percent of
8xpeacttedttlh{oufggprupt)for amajor sales gas pipeline from the North Slope (1.570 Befy based on 4.3 Bcf per
ay a outlet of GTP).

The outlook for gas use and offtake heyond 2009 is less certain but it is possible explore, some contingent
scenarios. |f weassume higher gas-firéd, central-station power penetration plus fuel-,swnchm? amon
Interior-region utilities within range of a major qas pipeline, then Eower usaPe,could Increase To 27 BCfy
but this is a stretch.2 Adding industrial load {inc udmg new industries) would increase the range of
ossible ?as_usage by another 30 to 300 Bcf per year depending on the particular industrial application.

n lop of thig, a"poténtial CIB gas supply shortfall could be sefved by aspur pipeline from Fairbanks to
Anchorage. This highly uncertain shortfall could range from zero to 90 ch,b 2020, depending on
assumptions about fiture CIB recoverable reserves growth, continued industrial usage, and spur pipeline
economics, Plausible CIB shortfall estimates of beteen 18 and 915 Bcfy are consiclered in Exhibit 2
based on the analysis of Lukens Energy Group.3

Summary for Interior and South-Central

Exhibit 2 summarizes combined medium- and high-case outcomes for 2020, conditioned on assumptions
about power and industrial usage, the potential future gas sup Ig shortfall in the CIB, and Fairbanks-to-
Anchorage spur line economics. When industrial usage and Cl ([Jas shqrtfall are consigered, the amount
of total gi_as offtake in the greater Fairbanks area could rise to levels r_angm[g from 4-to-27 percent of total
0as Enpeme throughput.. Gas,demand in the greater Fairbanks area risinig 0 400 Bch||s very unlikely. It
would occur only in conjunction with a m@or industrial usage, such as alarge-scale NGL. processin

plant of the class found In the Alberta NOVA system. Future natural asus,age Inthe ne;ghborhoo, of
10-to-70 Bcfy - not counting the potential CIB ‘gas shortfall - is probable given the Interidr region’s high
prevailing héating degree day load and energy costs, and its proximity to @ major source of futlire natural
gas transmission,” Nenana Basin gas resources, which are estimated to ran?e from 250 to 3,(XX) Bef. could
Serve this potential future demand and/or provide a source of supplemental”gas for replacement of offtake
volumes for transmission to North American markets.4

LFNG liquefies and transports LNG by truck and trailer from Point McKenzie to its storage facility in Fairbanks.
The operation involves 2-to-4 truckloads per week of about 9,500 gallons of LNG (760 Met) per truckload.
2Interior region fuel-switching power plants include the communities: Chena, Chistochina, Dot Lake, Healy,
Mentasta, North Pole, and Tok. o _

3Energy in the form of "gas-by-wire" could be generated in Fairbanks and delivered to Southcentral Alaska, as an

alternative to a gas spur pipeline.
4 Nenana Basin gas resource estimates are: 250-t0-1.000 Bcf (Doyon); 3,000 Bef (Andex); and 867 Bef (USGS).

HCR No. 2 Page 2 2/23/2005
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Areas for Further Research

0 Fea3|b|||t>{ for Petchem in Fairbanks

0 Spur pipeline costs

0 Gas:Dy-wire feasibilit (freverse the Rallbelt Intertl%

0 Engingering/ cost study for installation of gasline offtake and step-down equipment in Fairbanks
and other Intenor Alaska locations.
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HOUSE COMMITTEE REPC T

Date Referred to Committee: February 18,2005

Date of Committee Action: 03. J

The RESOURCES Committee considered:

HOUSE CONCURRENT RESOLUTION NO. 2

FURTHER REFERRALS:

HCR 2

IN STATE NATURAL GAS NEEDS

Urging Governor Murkowski to take quick action to conduct, approve, or sanction a study of in-state natural gas
needs and take-of T points for intrastate use of natural gas transported in a North Slope natural gas pipeline.

( )

Recommends it be replaced with[ ]JHCS or [ ]CS for
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add new referral to Committee
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Representative Jay Ramraa i While.in Session
RNty xaiad  Alaska State Legislature -
R s s G L1

, op. Juneau, Alas
ourIs éiTTﬂde (907) 465- 3004
House State Araire Fax: 465-2070
119 N. Cushman 9. Suite 207 Toli Free: (877) 465-3004
Fairbanks, Alaska 99701
Phone: <907) 452-1088 -y
House District 10

Fax: (£07)452-1146

House of Representatives

Sponsor Statement

HCR3

House Concurrent Resolution 3 follows action taken by the 23rdAlaska Legislature to begin the
process of determining a broad understanding of the State of Alaska's future energy needs.

While we continue to rely on oil and ?as as our primary energy source, HCR 3 opens the door for
renewable energK as a key component of long-term cost effective sources of energy for both
urban and rural Alaskan communities. HCR 3 acknowledges that the development of renewable
sources of energy is a strong potential source of economic development in the State of Alaska.
With the expertise and resources available in the state, Alaska could lead the way in wind, geo,

tidal, hydrogen, and biofuels.

HCR 3 encoura?es Governor Murkowski tojoin the Legislature by taking action in relation to
further the development and production of renewable energy resources.

Representative_Jay Ramras@ legis.state.ak.us

Sponsor Statem ent


mailto:Representative_Jay_Ramras@legis.state.ak.us

HOUSE COMMITTEE REPC T

Oate Referred to Committee: March 3,205 FURTHER REFERRALS:
Date of Committee Action: 0 3 1 |03
The RESOURCES Committee considered: HCR 3
HOUSE CONCURRENT RESOLUTION NO. 3 RENEWALLE ENERGY ALASKA PROJECT
Relating to renewable energy resource development
Recommends it be replaced with [ ] HCS JCSfor (
For Senate Bills withpnewtitle: [ [ J]TechnicZIrT[itIe [ ] New Title: HCR [ ]bame Title Ew I‘G
attach amendments _
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(' HOUSE COMMITTEE REPG T

Bate Referred to Committee: February 22, 2005 FURTHER REFERRALS: Resources
Date of Committee Action; fW\rt.CA A

The LABOR AND COMMERCE Committee considered: HCR 3
HOUSE CONCURRENT RESOLUTION NO. 3 RENEWABLE ENERGY ALASKA PROJECT

Relating to renewable energy resource development.

Recommends it be replaced with [ JHCS or [ ] CSfor.
For Senate Bills with new title: / ~ j Technical Title [ / New Title: HCR_ [ )Same Title [ ] New Title

add new referral to. Committee

attach amendments
Letter of Intent__ Committee
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*Assigned by Chief Clerk's Office Listbv Dept(s):  FN# Fiscal  Indet.  Zero
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
2004 LEGISLATIVE SESSION Bill Version: HCR 3
(H) Publish Date: 373/2005
Revision Date/Time (Note if correction): Dept. Affected: DCCED
Title RENEWABLE ENERGY PROJECT ]BRU
Component
Sponsor Rep. Ramras
Requester Rep. Ramras | Component No.
Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below
OPERATING EXPENDITURES Fy 2005 FY 2006 FY 2007 FY2008 FY2009 FY2010
Personal Services 0.0 0.0 0.0 0.0 0.0 00
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims
Miscellaneous

TOTAL OPERATING 0.0 00 00 0.0 00 0.0
ICAPITAL EXPENDITURES I I I I I [
ICHANGE IN REVENUES ( y | | | | |
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)

TOTAL 00 0.0 0.0 0.0 00 0.0
Estimate of any current year (FY2004) cost: 0.0
Mark this box (X) if funding for this bill is Included nthe Governor's FY 206 budget proposal: I, J
POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary)

This resolution has no fiscal impact.

Prepared by Rep. Tom Anderson. Chair Phone

Division House Labor & Commerce Committea Date/Time 3/3/05 10 01 mM
Approved by: Rep. Tom Anderson. Chair Date 3/3/2005
Agency House Labor & Commerce Committee

(R\AW%[BO\B Page 1of 1



The Color of Electricity

Green poweris coming

What is green power?

While electrons may be undistin-
?wshable from other electrons, their
Uel sources can be quite different.

(reen power is electricity supplied
from one or more renewable energy
souri*, Wind, solar, water, g%eother-
mal, water, biomass and ties fail into
this category. They're renewable
because such energy is continually
being rejuvenated by nature.

Historically most of our nation’s elec-
tricity has een ?en_erated from fossil
fuels'such as coal, il and natural ges.
These fuels sources are commonly
referred to as non-renewable energy
because once such fuel is spent, it'ls
not quickly regenerated by nature.

Why support green
power?

Gului'd Valley has been evaluating
programs and option- for producing
and purchasing green power for a few
years. We know from surveying our
members that:

» 86% agree electric utilities need to
plan now for when non-renewable
esources start running out

o« 82% a%ree_ GVEA neegs to invest
in developing alternative energy
sources now to ensure long-term
electric reliability. _

» 79% agree it means a lot to them i*
electricity comes from environ-
mentally Sound sources.

4 FEBRUARY 2005 Goicen Vauey

o 72% agree that developing green
power IS necessary_in order to
reduce pollution emissions from
buming fossil fuels.

» 64% agree that increasing use of
green power will reduce the
nation's dependence on imported
oil and increase national security.

Why does it cost more?

[t may seem contradictory that green
power - with its basically free fuel
source - would cost more than non-
renewable power. While the cost of
producing green power is comlug
down, it is still more expensive than
traditionally-generated power.

Wind power can be less expensive
than coal or oil-generated power, but
only in the situation of an optimally
placed wind farm large enough to see
significant economy of scale. The
biggest wind farm GVEA could
insfall hefore conflicting with the
electrical limitations of our grid is not
big engugh to reach the desired
economies of scale.

First electrical dgrld management tech-
nologies would”need to be developed
that allow us to feed the grid with 0 to
100 or mote megawatts of wind Then
we would be able to install a wind
farm that produced power at less cost
than we could generate it Currently a
orid can have no more than 20 percent
of its power from wind or a number of
technical problems occur. Of course,

to G VLA

this scenario reiies on the availabili
of sufficient wind resources to prodm
this much power.

Golden Valley is pursing wind gener
tion sites in the Interior, We're als
evaluating the potential for joint prt
jects with other utilities in dié state th,
may address the economies of seal
and grid limitation issues.

In terms of technology, the trend fc

renewable generationis like the tren

for VCRs. Wlien they first came on th

market in the 19705, costs exceede<
$2,000. But 30 years later you can nov
find VCRs for about $50."In addition
the technology is even better and tin
size 0f these Units has decreased great
ly. Such is the trend for nonrenewablt
Jeneration technologyes - the technolo-
gy is improving, the efficiency is
Qreater and the price is dropping.

Another reason %een power is still
more expensive than non-renewable
power lies in capital costs. For exam-
ple, the capital cost of a conventional
power plant is lower than the capital
cost of a wind %enerator. Solar and
hyd_roPower costs have even higher
capital costs.

Another issue influencing cost is the
fact that é;reen POWer sources, such as
wind and’ solar, only produce power
when weather conditions are right

the rest of the time, a utility would
need to rely on power produced by a
conventional power plant.



S0 installing Olqreen power generation
doesn't avoid the need for conven-
jonal plants. Instead, members must
pay for the costs of two plants to
cover the same amount of load. The
onl)( monetary savings is from the
fuel not used in the conventional
plant while green fuel sources are
producing power,

How is it delivered?

Green power generated and distributed
through Golden Valley's electric sys-
tem would become part of the milx,
Green power cannot be directed from a
specific source to a specific meter.

For example, GVEA is part owner of
the Bra IeK Lake Hydroelectric
Project on_the Kenai Peninsula. Our
share of this green power source is 20
megawatts. The power is fransmitted
OVer the Intertie and is added to our
total power generation mix.

The benefit is in Uk impact this green
power project has on' the environ-
ment. It reduces the amount of fossil
fuel burned and subsequently the
amount of emissions created.

When will green power
be available at GVEA?

We expect to offer members a green
power_program before_the end of the
year, Qur Alternative Ener?y Team Is
modeling the rQPram_af_er Chelan
County Public Utility District's award
winning SNAP program. SNAF
stands for Sustainable Natural
Alternative Power,

Chelan County pup owns and oper-

ates the nation's second largest non-

federal, publicly owned hydro
eneratm? system. In addition to
e generation and sale of electricity.

Sustainable Natural

Algernative Power ,

Watchfor this logo as wefinalize plans to
offer a green power program to GVEA
members. The program would call for
voluntary green powe: producers and
voluntary purchasers ofgreen power.

the District also provides water and
wastewater service to residents of
Chelan County. Chelan is located in
central Washington.

The SNAP program has two basic
parts: Green power producers and
0reen power purchasers.

The SNAP program would allow small
scale power producers to distribute the
power the¥ generate using renewable
resources through our electrical grid.
These producers would not keep any
of the power they produce.

The program would also allow mem-
bers an opportunity to purchase alter-
native energy and support local
producers of power from renewable
resources. Members who wish to par-
ticipate would sign up for a s,oemﬁc
amount to be added to their bills on a
monthly basis.

Like Chelan's SNAP program, funds
collected would 30 directly to the
local producers who supply power

into the electrical grtd for use by co-
0p members.

GVEA's Alternative Energy Team is
working closely with the co-op’s
Green Power Advisory Committee,
which was formed 1n 2003. We
eerct to offer a SNAP program at

GVEA before the end of this year.

Chelan County PUD has more than
700 customers participating in their
SNAP program as either producers or
purchasers,

Who benefits?

Golden Valley members, the, co-op
and the environment all benefit from
the advent of green power in our mix.

We know environmentally responsi-
ble power is a great concern for many
members, We agree. The SNAP pro-
gram will offer members the opportu-
Nity to Support green power.

The cooperative henefits by expanding
services to our members and by adding
another fuel source to our mix.

Perhaps most importantly, a SNAP
program is one more step we take as
a community to take care of our envi-
ronment,

While our SNAP program may look a
bit different than Chelan's program,
you can find more information at

www.chelanpud.org.

I \ k
Golden Valley E krtrit Association

vy . ola | ifrfgres

452-1151 » 1-800-770-O0VEA ewww.gvaa.com
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Alaska is blessed with some of the best renewable energy resources in the world, with
wind, geothermal, tidal, hydro, and biofuels that all have commercial Potennal. Though
solar is a proven application for small-scale use, there is currently no farge-scale
potential. Belcw is a short description of some of Alaska's renewable energy resources.

Wind

Alaska’s wind resources are world class, with much of western Alaska and the Aleutians
havmthhe best wind in North America, according to the Department of Energg’s wind
atlas. The wind resource includes places like Kotzebue, which has Proven that today's
advanced technology works well even above the Arctic Circle. Last year Kotzebue
Electric Association's turbines were available to make electricity 98% of the time and
displaced over 100,000 gallons of diesel use. Kotzebue's success has led r_nanY other
wllages to look into the possibility of wind power to offset rapidly rising diesel costs. In
2004 the Denali Commission andthe Alaska Village Electric Cooperative E_A.VEC)
installed a wind system in Selawik. Over 50 other villages have been identified by the
Alaska Energy Authority has having viable wind resources.

On the railbelt, Chugach Electric Association has been investigating wind near _
Anchorage for almost five years, and has found an excellent resource off the coast on Fire
Island. The Fire Island wind development could eventually ?enerate 100 megawatts of
power. (To put that in persRectlve, he total peak electricity load on the entire railbelt is
about 700 megawatts). In the U.S., wind energy is the fastest growmgﬂ segment of the
ener?y market, swelling at an average annual rate of 28% over the last five Years. The
highly efficient wind turbines that are being installed around the United Stafes today can
prodice electricity for about the same cost as coal and natural gas fired plants.

Producing power from wind at Fire Island would provide a hedge against increasing
natural gias prices which utilities currently rely on to generate power. Because there are
zero fuel costs with renewable energy resources like wind, it's relatively easy for a utility
to predict exactly how much power will cost for the 25 year life of the wind project. This
allows utilities to plan well into the future. 1f the price 0f natural gas continues to
increase rapidly, wind power could be cheaper than gas fired electricity relatively soon.

Municipal Light and Power (ML & P), Golden Valley Electrical Association, and Homer
Electric Association are also all interested in the Fire'Island wind development.

Geothermal

Alaska's geothermal resources are spread all over the state. The state has about 140 hot
springs and over 40 active volcanoes. Chena Hot Springs Resort is in the process of -
building the state's first geothermal plant, which will generate 400 kilowatts and provide
enou%h pows-r for the resort 365 days a year. Private developers are also considering
investments to B_roduce eothermal electricity at Akutan and Dutch Harbor in the
Aleutians, and Pilgrim Hot Springs near Nome. Besides interior hot springs like Chena,
there is also geothermal activity in Southeast Alaska and the Wrangell Mountains. Mt.

Legislative Fact Sheet
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Spun could erha{)s be the most promising ;%rospect of all because of its close proximity
to Southcentral's ar%e electricity demand. The volcano is only about 40 miles from the
%ransmmsmn grid at Beluga. More exploration near Mt. Spuncould pay significant
uture returns.

Biofuels

Alaska has enormous untapped potential to make fuel from biological resources like fish
oil, wood waste, and municipal garbage.

Perhaps the greatest potential source is the “biodiesel” being produced by collecting fish
oil at fish processm% g)lar]ts.. Last year the seafood producer UniSea, Inc., at Dutch
Harbor displaced 1.25 million gallons of diesel by burmnq a50/50 fish oil-diesel blend in
its diesel generators and hoilers. Fish oil requires minimal processing to be usable as
fuel—an additional mechanical filtration step is all that is needed. Locally produced fish
oil biodiesel blend fuels have the potential to create a cost-effective, sustainable energy
supply for use in remote regions of Alaska, yielding cost savings and reducing
dependence on imported diesel.

Advanced bioethanol te_chnologly turns ordinary low-value plant materials such as
sawdust or waste paper into fuel ethanol. In 2004 Nova Fuels, Inc. announced that it
would like to build an ethanol plant in Ketchikan that will convert wood waste and
arbage into about 15 million gallons of ethanol per year. The company would take over
e old Wards Cove site. The plant, which will cost an estimated $60 million, would
employ between 35 and 50 people. The project could take garba?e and wood waste from
communities around the region and make it into a liquid transportation fuel,

Another potential biofuel project would capture the methane that is currently escapi_ng?

from the Anchorage landfill. “Today it'sestimated that the gas has an eneigy potentia

equivalent to about 57,000 gallons of diesel per day. By the end of the landfill's life

grounld 20455 it would be producing the energy equivalent of about 135,000 gallons of
iesel per day.

REAP is investigating the potential for other biofuel projects around the state,
Tidal

Also known as marine power because energY can be captured from either tices or waves,
this technology is in its infancy. It is currently being tested in Europe. Last year a wave
iject successtully brought power to 500 homes in Scotland. This s _rm? Six underwater
urbines will be placed at the bottom of the East River in New York City to provide
Power to afood market on Roosevelt Island. San Francisco is also studying how it can
ap into the energy of the waves and tides that surge under the Golden Gate Bridge. As
the techanoPy matures and becomes cost competitive, Alaska has enormous potential to
develop tidal electricity projects in areas of great tidal fluctuation like Cook Inlet. REAP
is following this technology and any proposals to test projects in Alaska.
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Hydrogen

Many believe that using hydrogen in fuel cells to produce electricity for homes, industry,
and vehicles is the future of power production. If this scenario develops, Alaska could
use its renewable energk/ resources to make hydrogen through electrolysis. Electrolysis
usm% electricity generated with gas or coal produces little net energy gain because of the
fuel that is consumed in the /Broce_ss. However, if Alaska uses it vast wind and
geothermal potential in the Aleutians to generate electricity to produce hydrogen from
water, Alaska could become an exporter of hydrogen to Asia. Iceland is already
E03|t|on|ng itself to use its geothermal resources and expertise to make hydrogen for
urope.

In the short term, if Fire Island is developed, Anchorage could elect tojoin a handful of
cities in the world that are demonstrating fuel cell vehicles. (In 2003 Shell Oil built a
“filling station” in Reykjavik, Iceland that dispenses hydroPen made through electrolysis
into the city’s fuel cell buses). Anchorage's hydrogencould be made throu%h electrolysis
fueled by wind-generated electricity. Fire Island could bring Anchorage to the forefront
of changes in energy and transportation that are currently re-shaping the world.



Economic Development Benefits of Renewable Energy

A L L LS P ey s

Renewable energy technologies can not only keep dollars in this country, but also create
significant regional benefits through economic development. Many states are dependent
on energy imports. lowa and Massachusetts, for example, each import about 97 percent
of the eneigy they use.[33| Renewable technologies create jobs using local resources in a
new, “green;," h|g1h-tech industry with enormous export potential. They also expand work
indirectly in local support industries, like banks and construction firms. As the table
showls, 1 3“1””9 the 1990s. the US renewable electricity industry employed nearly 117,000
people.

TABLE 1
Employment in the Renewable Electricity

Industry

Direct Indirect Total
Employ* Employ- Employ-
moot ment ment
Wind (1992) 1,260 4,350 5,610
Biomass (1997?) 66,000
Phutovohalcs (1994) 15,000
Solar Thermal (1994) 250 250 500
Geothermal (1996) 10,000 20,000 30,000
Total 116,860

Some renewable technologies, like biomass, are relatively labor intensive, which is one
of the reasons they are shgz_htly more expensive than their fossil fuel counterparts. For
example, growing, harvesting, and transPortlng biomass fuels all require labor, as does
maintaining the equipment. This means that much of the revenue for installing, fueling,
and operating renewable power plants remains within the region where the power is used

Renewables can mean increased revenues for local landowners. A Union of Concerned
Scientists (L'CS) analysis found that farmers could increase their return on land b> 30 to
1(H) percent from leasing part of it foi wind turbines while continuing to farm.|35]|
Another study found that adding 10.000 MW of wind capacity nationally would generate
S17 million per year in land-use easement payments to the owners of the land on w hi*. h
(he windfarms are situated, and S89 million per year from maintenance and

operations.! V>|

Economic Development
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Renewables can contribute heavily to local taxes. Wind farms in California pay S10
million to $13 million in property taxe.. And manufacturm% capital-intensive renewables
technologies can also be done domestically. According to the American Wind Energy
Association, at least 44 states are involved in manufacturing wind ener y system
components. 1371

A UCS analgsis for Wisconsin found that, over a 30-year period, an 800-megawatt mix of
new renewables would create about 22,000 more Job-Years than new natural gas and coal
plants would.£38| A New v ork State EnergY Office study concluded that wind energy
would create 27 percent more éobs than coal and 66 percent more than a natural gas plant
per kilowatt hour generated.|39| A study of energy efficiency and renewable energy as an
economic development strateﬁy in Colorado by Economic Research Associates found an
gn4e(58y %nl f4a6/|1ngs of $1.2 billion for Colorado ratepayers by 2010 with a net gain of
400 jobs.

The California _Ener% Commission estimates that the 600 MW of new renewables that
will be built using $162 million in public benefits funding in the state restructuring law

will induce o
+ $700 million in private capital investment

» 10.000 construction jobs, with over $400 million in wages

» 900 ongoing operations and maintenance jobs with $30
million in long-term salaries

» ross state product impacts of $1.5 billion during construction and $130 million in
annual ongoing operations.!4 11

In addition to creating jobs, renewables can improve the economic competitiveness of a
_regwn by enabllnP it t0 avoid additional cost', environmental controls on other
industries, as well"as by stabilizing long-term energy prices.

Renewables can also contribute to economic development by providing opportunities to
build export industries. In developing countries that do not have electricity grids
pipelines, or other energy infrastructure, renewable energX technologies can be the most
cost-effective options for eIectrlfylngi rural villages. The American Wind Energy
Association has estimated that %Ioba markets for wind turbines alone will amount to as
much as $400 hillion between 1998 and 2020.|42]

Other industrial countries are leaping ahead of the United States in renewable energy

Broductlon, however, because they value the environmental benefits more highly and
ecause they recognize the opportunity to supply export markets. In fact. Japan and

various European nations are encouraging the development of renewables by providing



greater subsidies than does the United States.|43|
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US Department of Ener%y, Dollars from Sense: The Economic Benefits of
Renewable Energy, 1998, online at www.eren.doe.gov utilities pdf' dollars.pdf.
Includes many excellent examples of renewables/economic development synergy.
The US geothermal industry as a whole employs about 40,1)00. According to the
National Corn Growers Association the com-to-ethanol industry employs about
55.000 ,oeople (5,800 direct and 48,900 indirect).

Michael Brower, Michael Tennis, Eric Denzler and M. Kaplan. powering the
Midwest: Renewable Electricityfor the Economy and the Environment. Union of
Concerned Scientists, 1993, _

Jamie Chapman, OEM Development Corp. and Steven Wiese. Planergy, Inc..
Expanding Wind Power: Can Americans Afford it?, Renewable Energy P0|ICy
Project Research Report No. 6, October 1998, Available online at
www.rcpp.org/index_ar.html. _

The Effect of Wind Energy Development On State and Local Economies, National
Wind Coordinating Committee, Wind Energy Series No. 5, January 1997,
Brower et al.. Powering the Midwest, Union 0f Concerned Scientists. 1993, pp. 107-
108, The study assumed 400 MW of wind, 110 MW conventional biomass, and 300
MW advanced biomass. Energy-employment studies are necessarily resource- and
re%on specific.

AK. San?tn., Economic Impacts of Electricity Supply Options, New York State
En_er%/ Office. Uily 1992,

Sklp aitner and Marshall Goldberg. Energy Efficiency ana Renewable Energy
Technologies as an Economic Development Strategy, A_pl’l| 199. qnllne at
http://solstice.crest.org/renewables/era/index.htrnl, Similar conclusions were found
for the US and for nine other states studied.

Jan Smutney-Jones and John Stewart, San Jose Mercury News, November 22. 1998,
American Wind Energy Association, wind Energy and Climate Change: A Proposal
for a Strategic Initiative, OCtober 1997, online at www.igc.org/awea pol/ccwp.html.
For an overview of international renewables policies, see Christopher Ravin and
Seth Dunn,_CIimape of Opportunity: Renewable Energy after Kyoto, Renewable
Energy Policy Project, July 1998,
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Letter from the Chair
Mike Barry

Many contributed to the work of this task force. |
would like to thank each and every person and
organization that presented to us. |would, especially,
like to thank the individual members of the task force
who set aside the needs of their particular organization
to focus on those of the state as a whole. Special credit
goes to Becky Gay and Bernie Smith who admirably and
capably served as staff.

We have outlined many daunting challenges to
meeting the electrical needs of the immense area and
small population known as Alaska. It is vital that we become more efficient in our
utilization of limited resources sue!) as capital and human expertise in order to
successfully meet these challenges.

To become better stewards we recognize that we must operate regionally
rather than just one community at a time. We must plan and operate in the
context of a model of sustainability, adhering to cost-effective principles of
conservation and best practices. We need improved coordination between State
and Federal efforts in funding infrastructure. We need to invest capital funding to
achieve solutions that work as opposed to merely providing work.

We recognize that cost-effectkw electricity is crucial to quality of life and
essent'al to economic health. Priority should be given to funding those projects
which are regional in focus and management and which will support growth and
diversification of our economy. Working together under a common set of
principles and guidelines will allow Alaskans to mnet the challenges ahead. We
hope that the attached principles and guidelines will be helpful.
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Legislative Directive

In the first session of the 23rd Alaska State Legislature, the Energy Policy Task
Force (EPTF) was established by concurrent resolution to address the energy
needs of Alaska. This was to be done in two reports, categorized for “Railbelt"
and “NonRailbelt" areas. The Railbelt report was completed by December 31,
2003. This is the NonRailbelt report and it presents the Findings and
Recommendations of the Task Force for those areas that comprise the largest
geographic portion of the state.

For purposes of this energy report, NonRailbelt Alaska was defined as three
distinct energl% areas:

our Dam Pool aqd Southeast Alaska, .
Pow rCostlE ualization (PCE) communities, and
Southcentral Coastal communities.

The following mandates were met with the NonRailbelt report:

1. Develop a long-term enerqy plan to efficiently enhance Alaska's
econoﬁnc ?ut%re. P y

2. Review and analyze the state's current and long-term energy needs.

3 Addreés elements of Alaskﬁs Ion[g -term energg/ r(]ﬁeds that can be
38ansthroug action on the partof industry and/or government

With prior permission from the Joint Leadership of the House and Senate, the
deadline for a report of task force findings for NonRailbelt areas was extended
from March 31 to April 15, 2004, to coincide with the “sunset” provision of the

Task Force.
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. A LONG-TERM ENERGY PLAN TO ENHANCE
ALASKA’S ECONOMIC FUTURE

A. Vision Statement

Alaska holds a worldwide leadership role in energy supply, delivery and use
solutions and environmental stewards!-ip. Alaska will have reliable, economic,
sustainable and secure power supplies for its citizens. Public funds will be
invested only in infrastructure that is sustainable.

B. Mission Statement

Electricity is essential to meeting Alaska’s economic, environmental, and
educational development goals. The State will conduct its activities affecting
energy in such a manner as to:

» Promote reliable and secure electric power systems

Promote the lowest cost for consumers

Stimulate the econom )

Provide employment P_Portunltles for Alaskans

Improve the ualltg/of |?foraIIA!askan_s .

Promote workforce development, including training Alaskans, for
Alaska’s utility sector. _ _

J gsnsheatrgce the State’s social, cultural, economic and environmental

C. Goals (Listed in no particular order)

* Achieve sustainability

» Develop Alaska’s position as a leader in competitively priced and reliably
available electricity.

» Develop Alaska’s electrical infrastructure while maintaining competitively
priced energy.

» Ensure security of physical and cyber energy infrastructure.

* Promote research, development and demonstration of clean and renewable
energy technologies.

» Promote conservation and energy efficiency across all of Alaska.

» Develop Alaska as a world leader in using and exporting competitively priced
and reliably available fossil fuels.

» Ensure standardized and consistent permitting and regulatory processes.

» Establish Alaska as a national leader in developing energy projects using its
natural resources, including its workforce.

» Develop viable local solutions to provide cost-effective electric energy for

small, geographically remote Alaskan communities.
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D. Recommendations

ES 8r orce
rovide Proper and focused workforce training to meet the challenges of
21st century energy industries.

Executive:

Perform an os-essment of the opportunities for Alaska workers in the resource
development and energy sectors and, based upon these opportunities, examine
the deployment of a portion of Alaska’s resources toward training and retraining
of the workforce in these sectors.

Amend Department of Labor/Workforce Development (DOL/WD) regulations to
facilitate the ability to develop training and internship programs, with an emphasis
on jobs for Alaskans.

Fund education to ensure that Alaska wo.kers have the education and skills
required to maintain the vital role energy plays in our economy.

Update certificate of fitness requirements for utility linemen to enhance workforce
availability and better track the successful practices of the other 49 states.

Ensure that Alaska workforce regulatory practices conform to national practices.
Private Sector.

Work with the DOL/WD in its assessment of opportunities for the Alaska
workforce in the energy and utility sectors.

Maximize internship programs that will allow entry into the Alaskan workforce.
Encourage development of new energy and energy related businesses in Alaska.

2. Energy Generation

Alaska must be active in its pursuit of improving existing technologies and
daveloping new generation technologies to increase efficiencies of present and
future energy generation facilities.

ASSISt the private sector in its efforts to develop energy generation
apacl
E)J(JECU'[ €.
Enhance the ability of public bodies, such as the Denali Commission and the
Alaska Energy Authority (AEA), to assist the private sector and communities in

efforts to develop adequate energy generation capacity, funded through conduit
bonds and grants, to provide cost-effective electricity for all Alaskans.

Ex (Jore utiliz fatlo(q of Alaska's abun? r]t renewable resourcef in the
uction of hydrogen, which is atuel for the emerging fuel cell

ec no Og

Executiv

Convene a workshop to discuss the potential for Alaska’s leadership in hydrogen
production. Such a workshop could serve as an educational tool and a platform
for discussion between public, university research and private sector individuals
and organizations.

Direct the University of Alaska and executive agencies to inventory ideal
locations for future renewable energy generation sites that could be used as a
source of hydrogen for in-state use and export.
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3. Energy Infrastructure

The Task Force’s goals and strategies focused on matters including, but not
limited to: (1) generation infrastructure; (2) transmission and distribution; and (3)
economic efficiency. As the electrical system ages, there will be increased
concerns about reliability, sustainability and stability. Technology-driven system
improvements will be required. There must exist within the State the capacity to
deliver resources and energy to end-users.

Sﬁ|mulate @rlvate -sector partici E:B[I N in Alaska's energy infrastructure to
er energy export cag)a llity to meet state, ré glonal and national

r

enerq)g c?eman ds.

ExecUtive:
Provide tax-exempt bonding to fund projects, with the State retaining only the
obligations that cannot be transferred to the participating utilities.
Work with Alaska’s Congressional delegation to provide financing or economic
incentives to promote energy infrastructure development.
Encourage adequate transmission infrastructure to increase economic
development activity.

Conduct an assessment to identify the State’s energy infrastructure

securit Y needs

Executive:

Ehe RCA should include in their deliberations the issue of cyber-security.
rivate Sector:

Continue in the joint planning process to identify the State’s energy infrastructure

needs.
Encourage adequate and secure transmission infrastructure to increase

economic development activity.
Continue to promote adequate fuel delivery infrastructure.

Assess the otentla‘]forth develo%rln nt of ancallgllmto asust?lnable

ene eg% dﬁg at ut| zes novel distributed and/or renewable energy
E A R/eor resiaences an commercial enterprises.

Examine the potential for the development of an Alaska locality into a sustainable
energr community.

Legislative:

Examine opportunities to provide support for the development of such a
community.

Alaska reﬂlonal transrglssmn rﬁlanners should work to become leaders in
energy Inrastructure development.

Establish energy infrastructure development projects that will promote the
reliable transportation of electricity throughout the entire State that meets the
State’s energy, environmental and economic needs.
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é. Req.ulatory. . -

tre,arr% ine ail licensing, permitting, and regulatory processes of energy
rogec S.
Xecutive:

Review agency practices regarding the licensing, permitting, and regulatory
processes of energy projects. These agencies could also review the licensing,
permitting, and regulatory processes of energy projects in other states so as to
develop a study of best practices regarding these issues.

Establish and maintain regulatory processes that are consistent and have
defined processing timelines and encourage utilities to maintain long-term
financjal health.

Legislative:

Enact appropriate legislation for the implementation of best practices regarding
the licensing, permitting and regulatory processes of energy projects.

Private sector:

Provide input to the Executive and Legislative Branches to implement best
practices regarding licensing, permitting and regulatory processes of energy
projects for small and medium sized utilities.

. CURRENT AND LONG-TERM ENERGY NEEDS
Findings

NonRailbelt Alaska is diverse, contains both rural and urban customers, and both
roadless and road accessible communities. Their most common energy
denominator is that none of the areas are connected to the Railbelt energy grid.

For purposes of this report, NonRailbelt Alaska is divided into three distinct
energy areas:

» Four Dam Pool and Southeast Alaska,

» Power Cost Equalization (PCE) communities, and

» Southcentral Coastal communities.

A large state geographically with a very small population means in energy terms-
- huge distances, minimal load. Most of Alaska is not accessible by roads.
Access for most rural villages and Southeast Alaska is by air or water, making
energy costs extremely high - as much as five times the national average. In
Southeast Alaska, there is a lack of transmission interties to export surplus
hydroelectric to other communities that need it.

As a comparison, in 2003, the average cost of power in Anchorage-Fairbanks-
Juneau for residential customers was 10.6 cents/kWh, whereas in PCE eligible
communities, the average residential cost of power prior to the State’s rate
reduction credit was 27.6 cents/kWh for 2003.
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Over 66% of rural Alaska households use fuel ail as their heating source, priced
at two to four times the national average. No electrical transmission lines
interconnect the majority of Alaska's rural communities. In PCE Alaska, ninety
utilities service 187 rural communities. Full funding of the Power Cost
Equalization (PCE) program is not being met nor is a sustainable endowment
provided.

A. Current Energy Needs NonRailbelt

Findings

* Over 50% of powerhouse structures and electrical distribution requires major
repairs or replacement.

» Approximately 50% of fuel storage facilities are in poor condition.

* In Southeast Alaska, there is a lack of transmission interties to export surplus
hydroelectric energy to other communities that need it.

* Average households in rural Alaska use approximately 425 kWh per month
(compared to the average urban household in Alaska at approximately 700

kWh per month.)

See Appendix F
ISER Status Report

Southeast and Four Dam Pool
This region includes Juneau, Ketchikan, Sitka, Kodiak, Valdez and others and
the following utilities.

See Appondix H

» K6'chikan (KPU) Municipally Owned

* Petersburg (PMP&L) Municipally Owned

» Wrangell (\WL&P) Municipally Owned

» Sitka (SMED) Municipally Owned

* Juneau (AEL&P) Investor Owned

» Valdez (CVEA) Cooperative Owned

» Yakutat Electric Municipally Owned

» Other SE communities (AP&T) Investor Owned

» Four Dam Pool Joint Action Agency Owned by participating cooperatives

The Four Dam Pool consists of Swan Lake, Lake Tyee, Terror Lake, and
Solomon Gulch hydro plants. On January 31, 2002, AEA sold the Four Dam
Pool projects to the Four Dam Pool Power Agency, an entity formed by
Ketchikan Public Utilities, Wrangell Municipal Light & Power, Petersburg
Municipal Light & Power, Copper Valley Electric Association, and Kodiak Electric
Association, Inc.

Southeast Alaska has significant hydroelectric potential because of topography
and climate. In Southeast, there is a lack of transmission interties to export
surplus hydroelectric power to other communities that need it, including



