ALASKA ENERGY AUTHORITY
UNIFIED SYSTEM OPERATION PROJECT
Railbelt Electrical Grid Authority
February 15, 2007
Anchorage, Alaska

PARTICIPANTS:

Alaska Energy Authority (AEA)
Ron Miller, AEA Executive Director
Jim Strandberg, AEA Project Manager

Anchorage Municipal Light and Power (ML&P) — Mr. Jim Posey

Chugach Electric Association (CEA) — Mr. William Stewart

Golden Valley Electric Association (GVEA) — Mr. Steve Haagenson

Invited but sending regrets:

Homer Electric Association (HEA) — Mr. Brad Janorschke

Matanuska Electric Association (MEA) — Mr. Wayne Carmony

ACTION ITEMS:

e Deliver scopes of work in final format for advisory group review (AEA)
e Utilities to provide data base information on network components as
required for the planning study

ATTACHMENTS - HANDOUTS USED DURING THE MEETING

1
2
3

Summary of Railbelt Issues

Summary of Energy Policy Task Force Report

Verbatim transcript of AEA board meeting where AEA Board
requests staff conduct public hearings for potential sale of
Anchorage Fairbanks Intertie

Executive Summary — Final Report — Railbelt Energy Study, RW
Beck & Associates January 15, 2004

Executive Summary — Power Pooling/Central Dispatch Planning
Study — Docket U-97-140 Final Report October 1998

Draft graphic of gas prices in $/MM Btu vs year for Railbelt, from
Mark Foster

Summary of AEA contract structure
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SUMMARY OF DISCUSSION

Mr. Ron Miller, Executive Director of AEA welcomed the participants to the
advisory board meeting.

Jim Strandberg distributed a short packet of information, much of which had
been previously emailed to invited advisory group, and presented a
recommended approach to the project as follows:

Technical Conference - AEA will conduct a technical conference to provide
education on electrical network interconnectivity and terminology.

Consultant Contract - AEA will also hire a consultant to define the types of
network build out available and consider the current regulatory regime of
the Railbelt and business structures currently in place. The consultant will
define different pathways that will achieve the most efficient collective
build out of the network.

For the range of Grid Authority concepts considered feasible, AEA will
require the Consultant to provide an implementation plan that describes
the utilities’ and AEA’s required actions, estimate budget requirements,
and provide a schedule and critical path analysis. Key to the analysis will
be consideration of the regulatory structure and the range of business
structures that could be employed to unify system operations.

The AEA project would be a transparent process, designed to implement the
legislation specifying the study of the Railbelt Electrical Grid Authority
concept!l. The advisory group would provide input to the AEA project manager
and AEA on the best way to accomplish the regional planning so the work
product is harmonized with the other planning processes that are going on for
sub-regions of the Railbelt. The project is companion to and a follow on to the
energy policy task force work. (Recommendations from that report are included
as Attachment 2)

The approach would be to invite a mix of national experts to discuss business
structure and regulatory aspects of collective planning in a regulated
environment, and meld this with presentations of the best known information
about fuel supplies, and the dynamics of the Railbelt network. A set of
proceedings would be published so the information presented is publicly
available and of potential use in the collective planning study. This would be

! The legislation reads as follows:

(i) Any balance remaining in the Railbelt energy fund (AS 37.05.520) and interest earnings of the fund,
after the appropriations made in (a) — (h) of this section and not to exceed $800,000, is appropriated to the
Department of Commerce, Community, and Economic Development, Alaska Energy Authority, for the study
fo the Railbelt Electrical Grid Authority, an independent system operator, to manage and dispatch electric
power on the Railbelt grid.
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pursued in public meetings, where public input will be welcomed throughout
the process.

Time schedule for the project would be approximately 6 months to completion
beginning February 1st. There is a total appropriation of $800,000. The
technical conference is envisioned to be an educational conference, and the
consultant contract is seen as defining to what extent collective planning and
procurement in the future build out of the Railbelt network in response to
growth of population and industry in the Alaskan Railbelt.

Project Time Schedule:

Technical Conference May - June 2007
Joint Planning Analysis -
Start date April 1, 2007
Interim Report June 15, 2007
Draft Final Report July 1, 2007
Final Report August 1, 2007
Public Hearings -
Disposition of AEA Anchorage Fairbanks Intertie March 2007
Approach for joint planning for Railbelt May 2007
(Held during the technical conference)

After this presentation, there was general discussion on what network issues
should be a part of the study:

e Business structure for collective investment in the generation and
transmission infrastructure. Incorporation of work that has been done to
date with prospective G&T models and JAA models.

e Review of regulatory structure and barriers to collective investment.

e Consideration of all potential projects and available fuels, including
alternative energy and renewable energy projects.

Consider all available planning information, in particular recent integrated
resource plans for individual Railbelt utilities, and the recent 2004 RW Beck
study on Railbelt energy needs. There was general agreement in the need to
harmonize existing planning efforts underway by Railbelt utilities with this over
arching regional plan. Utilities agree to seek out data sources on the network
and provide to the consultant. The data sets that were used in the Energy
Policy Task Force Report would be accessed. Jim Posey agreed to do that.

Potential sources of fuel for power generation - In extended discussions, the
potential for a spur line off of an all Alaska gas line, versus the producer
favored Alaska Highway route was discussed. Also, the bullet line, which is a
smaller diameter pipeline, was discussed. There was discussion of the potential
softness of price of gas into the Anchorage area, and how the price is dependent
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on the number of industrial tidewater projects that must occur to lower the
price of gas.

The group discussed the concept of bringing gas to Fairbanks and generating
power north of the range, and porting it south into the southern Railbelt. There
was general feeling that the schedule of the larger gas pipeline is uncertain, and
that this uncertainty will make collective planning difficult.

The group also discussed the disposition of the Conoco Phillips Liquefied
Natural gas facility, and the amounts of gas that are being ported out of lower
Cook Inlet.

A discussion of the use of the Anchorage Fairbanks Intertie — the group agreed
that interconnection is important, but that there is no way to predict which way
power will flow in the future, it depends on where critical generation is placed.

Jim Strandberg presented a draft graphic presenting the prediction of natural
gas prices for generating utilities and gas distribution companies in Alaska
(Attachment 6). Comments were this shows the effect of long term gas supply
contracts negotiated during times of plentiful gas running out, and generators
and gas distribution companies needing to secure supplies at generally higher
rates. Mr. Posey indicated that ML&P’s gas price would rise dramatically earlier
than that shown for 2024 and it would be more along the lines of 2012.

There was also talk of giving adequate sway to fuels other than gas.
Specifically, there is a need to incorporate alternate energy projects such as
wind and hydro into the process. These projects tend to have high front end
costs, and they are somewhat complex to integrate into grid operations.

Various plans for coal fired power plants were discussed, and it was agreed they
should be considered in joint planning.

There was talk of the need for collective planning in the Railbelt, and the fact
that two utilities had elected not to participate at the advisory level. Steve
Haagenson suggested that the Governor’s office be asked to sponsor and
convene a Governor’s blue ribbon commission comprised of the Railbelt GMs to
serve as an advisory body to AEA for the USO project.

There was talk about the funds currently in the Railbelt Energy fund. Jim
Strandberg said AEA takes no position on disposition of the funds, and seeks
with this project to determine if a collective process is both viable and
economically attractive to the Railbelt as a whole. Actual collective planning
where project funding could flow to would be a next step if and when a
collective process was either stipulated to by the Railbelt Utilities, or otherwise
required. For this reason, disposition of this fund is not an element of this AEA
project. Jim Posey said it might be better to not allocate the funds now pending
resolution on collective planning and project development
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Strandberg discussed AEA’s plan to hold public hearings on the disposition of
the Anchorage-Fairbanks Intertie. He explained this was a requirement levied
on AEA staff by the AEA Board (included as Attachment 3), and is in response
to a proposal made by MEA at an earlier AEA board meeting to purchase the
Alaska Intertie. The GMs agreed at the meeting with AEA’s position that the
process must be open and public process.

The participants agreed the AEA process with advisory input for collective
planning is important, and agreed to continue to serve. Strandberg agreed to
complete the scopes of work, and project schedule and have it ready for the
next advisory group meeting, in 2 to 3 weeks, or when the work scopes are
complete.

The meeting adjourned at 2:30 PM.



