
IGU Board Meeting Agenda – August 7, 2018/djp 
  
 

Interior Gas Utility 
 

Board of Directors Board Meeting 
August 7, 2018 
4:00 – 7:00PM  

100 Cushman Street, Ste. 501, Fairbanks, Alaska 
 

AGENDA 
 

 
I.  Call to Order 

• Roll call 
• Approval of Agenda and Consent Agenda 

Items marked with * are approved under the consent agenda 
• Approval of June Minutes – 7/10/18, 7/17/18*    Pg. 2-13 
• Approval of June Financial Reports*     Pg. 14-27 
• Public Comment – limited to three minutes 

 
II. New Business 

• Resolution 2018-07 Resolution thanking Jomo Stewart for his service as IGU’s 
General Manager        Pg. 28-29 

• Acceptance of Frank Abegg’s Resignation (Board Action)  Pg. 30-34 
• Contract Authorization and Signature Authority Policy (Board Action) Pg. 35-38 
 

III. Unfinished Business 
• Combined Utility GM/President Contract and Deferred Compensation Contract 

(Board Discussion)       Pg. 39-47 
• IGU Policies (Board Discussion) 

o Authority and Functions of Directors 
o Relationship between Board of Directors and General Manager 
o Delegation of Authority from Board of Directors and General Manager 

 Enable Direction of Utility Operations 
 Specify Reporting Requirements from GM to Board 

• IEP Update (Board Discussion) 
o Storage Projects 
o North Slope Pad       Pg. 48-74 
o Liquefaction Development Process Update 
o Other Items 

 
IV. Reports* 

• General Manager        Pg. 75-76 
 
V.  Other Business 

• Next Agenda   
 
VI.   Director Comments 
 
VII.   Adjournment  
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Interior Gas Utility 
 

Board of Directors Board Meeting 
July 10, 2018 

4:00PM 
100 Cushman Street, Ste. 501, Fairbanks, Alaska 

 
DRAFT Minutes 

 
A Meeting of the Board of Directors of the Interior Gas Utility was held Tuesday, July 10, 2018, at 
the IGU, Fairbanks, Alaska.  IGU Board Chairman, Pam Throop, presiding. 
 
Others in attendance were: Dan Britton (IGU/FNG), Jomo Stewart (IGU telephonic), David Prusak 
(Stantec), Rene Broker (CSG – IGU Attorney), Liz Greig (public), Gene Therriault (AIDEA - 
telephonic), Robert Thielen (public), Robin Wood (FDNM), Peter Chornyak (Siemens – telephonic), 
Allen Bailey (Petroleum News – telephonic). 
 
I.         Call to Order 
 

• Roll call 
 

Board Members Present:   
Pamela Throop 
Jack Wilbur  
Frank Abegg - excused 
Bill Butler – 4:05 PM 
Steve Haagenson 
Patrice Lee 
Mike Meeks - telephonic 

 
• Approval of Agenda and Consent Agenda 

 
Director Wilbur moved to adopt the Agenda and Consent Agenda, Director Haagenson 
seconded. The Agenda was adopted. 

 
• Public Comment – limited to three minutes 

Liz Greig – first time attending an IGU meeting, she recalled a discussion regarding 
the number of people below the poverty line in a report prepared by David Carlisle 
(VISTA). She felt this number was incorrect and feels number is higher and ask this be 
taken into account, 89,000 people for the FNSB and the number is possibly larger than 
what that study suggested. 
 

II.      New Business 
 

• IGU Policies 
o Authority and Functions of Directors 
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o Relationship between Board of Directors and General Manager 
o Delegation of Authority from Board of Directors and General Manager 

 Enable Direction of Utility Operations 
 Specify Reporting Requirements from GM to Board 

 
• Director Haagenson explained all the electric cooperatives received policies to 

consider from a national group called RUS (Rural Utility Services) in order to 
form and function.  These three policies come from that and are here for 
discussion.  This can help give the utility legs to thrive.  The three main corporate 
governance policies provide for an environment where actions are not illegal, 
immoral or unethical.   

• Director Butler felt they were good and was ready to move it forward.   
• Director Lee felt she would be ready to act at the next meeting.  
• Director Wilbur felt it needed more discussion and possibly be rewritten.  The first 

policy appeared to generally be more focused on the Board rather than a Director. 
The second and third policy appear acceptable. 

• Director Lee asked about the Authority and Functions of the Board, II. E. and what 
this means and how it applies to Board members.  The Board discussed how this 
applies, Ms. Broker explained how this applied to conflict of interest.   

• Director Butler suggested that Board members review the policies and bring their 
suggestions to the next meeting.   

• Mr. Britton suggested that Board members write down what they would like to see, 
discuss at the Work Session and possibly consider voting on them at the next 
Board meeting and allow time for legal review and to incorporate into documents 
to be voted upon at the August Board meeting. 
 

 
 
III. Unfinished Business 
 

• IEP Update 
o Storage Projects 

 Project is advancing after a weeklong planned holiday break.  There is 
welding that should go for a week before wire winding begins. Grading 
the site is occurring to accommodate the on-site fabrication of the roof. 

 The geotechnical borings occurred at the North Pole site last Friday and 
Saturday and this process advances. 

o North Slope Pad 
 Made Board aware that the DNR had sent out a solicitation for the lease 

and are due tomorrow for future action. 
o Liquefaction Development Process Update 

 Comparative Analysis Assumption Truing 
 Liquefaction Charrette Scheduling  

 
 
 Mr. Britton described the phone discussion with the liquefaction review 

group of himself, Mr. Brown Thornton, Mr. Mark Gardiner and Siemens 
members, and the information provided to Siemens.  Mr. Britton said he 
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was not prepared to advance a charrette meeting as there is not a proposal 
put forward to consider.   

 Director Haagenson asked for a fair comparison of the two options, not 
necessarily a proposal and described his desires.  

  Mr. Britton outlined the value of what a proposal would bring to provide a 
fair comparison.   

 Chair Throop asked for a written response to the issues raised by Siemens.  
 Mr. Britton absolutely agreed but suggested that this not be shared directly 

with Siemens.   
 Director Lee said she thought it would be good to share this information 

publicly.   
 Ms. Broker recommended to the Board that if this was the case, the 

proposals should be opened to a broader group than just one vendor. 
 Director Wilbur agreed with Ms. Broker as her advice is consistent with 

previous legal advice that was provided and could possibly end in 
providing the best results. 

 Director Butler suggested Siemens respond in writing to the Gardiner 
evaluation to compare with responses to questions that Siemens has raised 
about Titan. 

 Ms. Broker was asked if she sees a path forward with Siemens, she 
explained the various routes that may lead to a potential contract.  As an 
LNG tolling agreement, it may make some sense, rather than where monies 
are exchanged to jointly build a plant and then purchase gas.   

 Director Butler felt that a purchasing consultant did confirm this path could 
be pursued, this was confirmed however as the process has advanced things 
have changed that approach that may be considered a sole source 
improperly.  The process may need to be open to others.   

 Director Haagenson recalled the purchasing consultant (Chris Rutz) advice, 
he recommended that a letter be sent out to others to see if there may be an 
interest before advancing this. 

 Mr. Stewart said the Siemens is morphed to Knik, still there has not been a 
proposal for a tolling service to consider making a recommendation to 
move or advance this.  

 Mr. Britton agreed and explained that he would like to have a proposal 
before advancing this to the Board.  He also explained the concerns that 
AIDEA has expressed, Mr. Britton explained to AIDEA that he has not had 
the opportunity to make recommendations to IGU and so it is too early to 
provide response about how liquefaction was going to be dealt with. 

 Director Haagenson felt that Siemens was likely the one to have capital, 
and that he has an email from Ft Wainwright now and this would be a game 
changer for the community. 

 Mr. Britton felt it is too premature to hold a charrette as he does not have 
enough information yet to bring to the Board or the community. 

  Director Haagenson recommended that Mr. Britton ask Siemens for a 
proposal.  

 Director Wilbur feels that Siemens does not need answers to the Titan 
questions to prepare a proposal. 

 Director Butler said he agreed that a proposal from Siemens would be 
helpful to determine what they are providing before going to a charrette.  
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 Director Lee asked Director Haagenson what he meant in suggesting on 
how staff would make the recommendations, he explained that the normal 
process would be that staff would handle these matters and make a 
recommendation to the Board. 

 Board generally discussed with Ms. Broker on procurement requirements 
to stay within the guidelines of the requirements. 

 Director Wilbur expressed the conundrum that Mr. Britton is in to have to 
be the sponsor of Plan A (Titan) at a charrette that Siemens also has a 
proposal and then make a recommendation to the Board on the best 
approach.   

 Director Haagenson said it would be best to get a proposal first before 
having a charrette as Mr. Britton could not make a recommendation.   

 Directors Butler and Wilbur agreed.  
 Chair Throop reiterated what the Board wanted in asking for the proposal 

but also answers to the questions raised both by both parties.   
 Director Lee asked if there was sufficient land to expand at Titan, Mr. 

Britton said the studies have agreed there is. 
 

o Other items 
 
 Mr. Britton explained the discussions he has been having with Ms. 

Broker and Mr. Brena on tax credits for storage going forward. 
 Chair Throop asked why Mr. Wilde is no longer going to be providing 

gas supply negotiations. 
 Mr. Britton explained it was a duplicative to his experience on gas 

supply issues.  Also, that he did extend a limited offer to Mr. Wilde to 
work on gas supply issues in the future that may not be duplicative. 

 Director Lee asked Mr. Britton to explain his approach toward gas 
supply and approaching suppliers which he provided.   

 
• Utility Integration and Transition Update 

o Combined Utility General Manager Contract Update 
 Chair Throop plans to finalize the discussion on this contract by Friday, 

to be considered at the next Board meeting. 
 

o Outgoing GM close-out update 
 Mr. Stewart signed the GVEA option agreement.  Notice was sent out 

to Usibelli that the office would close August 31.  He has sent notice to 
consultants informing them as well for future invoicing.  
 

o Other items 
 AQ Stakeholder Group Report 

 
• Director Lee said the group has had one meeting so far, lasting 8 + hours.  Brian 

Rogers is the facilitator, they have a web site and are meeting again on July 20.  She 
let the Board know that North Pole will not be divided from Fairbanks as the AQ 
issues move forward. 
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IV. Reports* 
• General Manager  
• Stantec Consulting Services, Inc. 

 
V.       Other Business 

 
• Next Agenda 

i. IGU FY 19 IGU Budget presentation and approval 
ii. Stantec Contract amendment 

iii. Purchase authority for the large storage project. 
iv. Three Board Policies discussion 
v. Combined Utility GM/President Contract and deferred compensation 
vi. IEP Update 

vii. Gas Supply – Executive Session 
 
VI. Director Comments 

 
Director Haagenson said he received an email from Ft Wainwright about their interest in 
gas.  He will set up a meeting with them and Mr. Britton. 
 
 
 

VII. Adjournment 
 

            Director Butler moved to adjourn at 6:30 PM.  This was seconded by Director Haagenson 
and without objection, the meeting Adjourned. 
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Interior Gas Utility 
 

Board of Directors Work Session and Special Board Meeting 
July 17, 2018 

4:00PM 
100 Cushman Street, Ste. 501, Fairbanks, Alaska 

 
DRAFT Minutes 

 
A Meeting of the Board of Directors of the Interior Gas Utility was held Tuesday, July 17, 2018, at 
the IGU, Fairbanks, Alaska.  IGU Board Chairman, Pam Throop, presiding. 
 
Others in attendance were: Dan Britton (IGU/FNG), David Prusak (Stantec), Rene Broker (CSG – 
IGU Attorney), Liz Greig (public), Robert Shields (public), Richard Theilman (public). 
 
I.         Call to Order 
 

• Roll call 
 

Board Members Present:   
Pamela Throop 
Jack Wilbur  
Frank Abegg – 4:05 PM 
Bill Butler 
Steve Haagenson 
Patrice Lee 
Mike Meeks - telephonic 

 
• Approval of Agenda 

 
Director Haagenson moved to adopt the Agenda, Director Lee seconded. The Agenda was 
adopted. 

 
• Public Comment – limited to three minutes 

 
Richard Thielman – comment on last week’s meeting, stated that the comment that 
there was not value from the charrette.  Secondly feels that the Board should establish 
policy and determine which ones they will hear what is going on.   
 
Robert Shields discussed conversions and concern that it be addressed and that the 
Board continue to look at all energy options including renewable energy sources.  
 
Liz Greig discussed poverty numbers in the community and a document that was used 
to determine it.  Reviewed the document with the Board and will continue to work on 
determine how many households this includes.   
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Mr. Britton discussed a sheet that was slipped under the door that Siemens being 
included for consideration for LNG Supply. 

 
II.      Special Board Meeting New Business 
 

• IGU FY 19 Budget Presentation and Approval  (Board Action) 
o Mr. Britton presented a IGU draft budget for revenues and expenses not 

included in the Pentex budgets. 
o Directors asked about various capital expenses and how that may affect the 

budget and how this will show on the accounting books for debt and assets.   
o  Mr. Britton discussed the position of cash and the discussion with AIDEA 

who is requesting funds to be returned that remain in the account that were 
drawn from the loan.  The Board discussed this perspective. 

o Directors requested to review the budget on a line by line basis. 
 

Director Haagenson moved to approve the FY 19 operating budget on page 7 and 
capital budget on page 2 of the document submitted, seconded by Director Lee. 
 
Vote: 
 Abegg  Yes 
 Butler  Yes 
 Haagenson Yes 
 Lee  Yes 
 Meeks  Yes 
 Wilbur  Yes 
 Throop  Yes 
 Motion carries 7 - 0 
 

• BM 2018-07 Amend Stantec Contract (Board Action) 
Moved by Director Haagenson to accept the BM and increase to the Stantec Contract, 
seconded by Director Wilbur. 

Discussion:  
•  Mr. Britton explained the process completed previously and scaling back of the 

SOW for Stantec and answered questions by the Board. 
• Director Butler asked for a greater presence for public outreach. 
• The Board discussed how the costs would be reported and what they would like to 

see.   
 

Vote: 
 Abegg  Yes 
 Butler  Yes 
 Haagenson Yes 
 Lee  Yes 
 Meeks  Yes 
 Wilbur  Yes 
 Throop  Yes 
 Motion carries 7 - 0 
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• BM 2018-08 Purchase Authority related to the 5.25 Large Storage tank project (Board 

Action) 
o Mr. Britton presented why this should be considered to advance the project 

forward in a timely matter.   
o Director Wilbur moved to approve the procedure presented in BM 2018-08, 

seconded by Director Lee. 
Discussion:   
Directors discussed various reporting desires to have a level of comfort that 
would allow the project advance by modifying the BM 2018-08.   
 
Directors discussed allowing the GM to proceed by modifying the BM: 
 

Director Butler moved to amend the motion by modifying the BM as follows 
(lines 22 to 33 on page one and lines 1 and 2 on page two): 

 
“Prior to IGU’s purchase of Pentex the FNG CEO has solicited or awarded the following 
contracts for goods and services that were in the plan. 
 
FNG LCRFP#01-2018 Pumps and related materials  $603,350.00 
FNG LCRFP#02-2018 Boil Off Compressors Pending negotiations 
FNG LCRFP#03- 2018 LNG Vaporizers and related Materials $225,996.00 
FNG IFB#04-2018 Phase 3 A Balance of Plant Foundations & Multipurpose Building Core 
and Shell Pending Review of Bids 
Due July 11, 2018 
FNG LCRFP#05-2018 Natural Gas Heater Module Proposals Due  July 17, 2018 
FNG RFP#06-2018             WPG Heaters                         Proposals Due  July 26, 2018 
 
It is expected that over the course of the project 5 - 10 more contracts over $50,000 may be 
solicited and awarded. 
 
It is recommended that in order to continue timely processing of these contract documents in 
order to meet critical project deadlines and minimize administrative costs that the FNG CEO/ 
IGU General Manager be delegated authority to continue executing these contracts and contract 
amendments without soliciting prior Board approval, but following all other IGU Procurement 
Policies,  up to the $47$4 M project budget dollars  as authorized by the Board subject to the FNG 
CEO/IGU General Manger keeping the Board apprised of the status of  the project contracts 
costing or estimated to cost over $50,000 on a monthly basis.” 
 
Seconded by Director Haagenson, Chair Throop called for the vote on the motion and 
amendment:  

Vote: 
 Abegg  Yes 
 Butler  Yes 
 Haagenson Yes 
 Lee  Yes 
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 Meeks  Yes 
 Wilbur  Yes 
 Throop  Yes 
 Motion carries 7 - 0 

 
 

• Combined Utility GM/President Contract and Deferred Compensation Contract (Board 
Action) 

o Chair Throop informed the Board this is not yet ready to present to the 
Board as she has not yet met with Dan.  Move this item to the next 
meeting. 

 
The Board suspended the rules after making a motion to extend the meeting for an additional 30 
minutes beyond 7:00 PM 
 
Upon return the Chair modified the agenda to have a report on Gas Supply: 
 

Director Butler moved to enter into Executive Session. Director Butler seconded and 
without objection the Board moved into Executive Session at 7:06 PM. 

 
Move to go into executive session to discuss matters that if discussed in public would 
violate IGU’s non-disclosure agreements and matters involving ongoing 
negotiations which if immediately known would clearly have an adverse effect on 
IGU finances related to gas supply. Information covered by non-disclosure 
agreements will be discussed. In addition to Corporate Counsel, those to remain for 
Executive Session include Dan Britton and David Prusak. 

 
Director Butler moved to leave the Executive Session and continue the Board meeting, 
Director Wilbur seconded at 7:30 PM.  Without objection, the board so moved. 
 
Director Butler moved to extend the meeting for 30 minutes more, seconded by Director 
Abegg. .  Without objections, the board so moved. 
 
Director Butler moved to enter into Executive Session for the same reasons stated above, 
seconded by Director Abegg at 7:32 PM.   
 
Director Butler moved to leave the Executive Session and continue the Board meeting, 
Director Wilbur seconded at 7:53 PM.  Without objection, the board so moved. 
 

 
• IGU Website Postings (Board Action) 

 
Recording can be placed on the web site. 
 
Director Lee moved to post the audio recordings on the IGU website as soon as 
possible, and that the GM bring a proposal back to the Board concerning the website, 
seconded by Director Butler and without objection so moved. 
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III. Unfinished Business – At 8:07 PM, Directors requested to not take action on these items 

until the next meeting 
 

• IGU Policies (Board Discussion) 
o Authority and Functions of Directors 
o Relationship between Board of Directors and General Manager 
o Delegation of Authority from Board of Directors and General Manager 

 Enable Direction of Utility Operations 
 Specify Reporting Requirements from GM to Board 

• IEP Update (Board Discussion) 
o Storage Projects 
o North Slope Pad 
o Liquefaction Development Process Update/ Siemens Questions 
o Other Items 

IV. Executive Session – Gas Supply   
 Amended: discussed above: 

 
V.       Other Business 

 
• Next Agenda (August 7, 2018) 

o  Combined Utility GM/President Contract and Deferred Compensation 
Contract (Board Action) 

o IGU Policies 
 Authority and Functions of Directors 
 Relationship between Board of Directors and General Manager 
 Delegation of Authority from Board of Directors and General 

Manager 
• Enable Direction of Utility Operations 
• Specify Reporting Requirements from GM to Board 

o IEP Update (Board Discussion) 
 Storage Projects 
 North Slope Pad 
 Liquefaction Development Process Update/ Siemens Questions 
 Other Items 

 
VI. Director Comments 

Director Abegg: announced his resignation from the Board at the next meeting. 
Director Lee: concerned about debt, AQ and being constrained by the Board Policy to do 
so. 
Director Wilbur: thanked Director Abegg, expressed concern with issues raised by 
Director Lee. 
 

VI. Adjournment 
 

            Director Haagenson moved to adjourn at 8:15 PM.  This was seconded by Director Abegg 
and without objection, the meeting Adjourned. 
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Interior Gas Utility 
 

Finance Committee Meeting 
July 24, 2018 

12 PM 
100 Cushman, Suite 501, Fairbanks, Alaska 

 
MINUTES 

      JUNE FINANCIALS REVIEWED 
 

I. Roll Call 

a. Chair Frank Abegg, Director Patrice Lee, Dave Durham and Doug Bishop. 
b. Other:  Sam Trotzke, Pam Throop, Dan Britton, Wes Smith, Liz Greig (public), 

Mary Nordale (public) and Jomo Stewart. 
The meeting was called to order at 12:00 pm 
 

II. Monthly Financials 

a. Statement of Net Position: 
i. Though Pentex purchase effectuated June 13, statements do not yet reflect 

financial combination. 
1. Audit in progress 
2. Future financials to reflect combination. 

ii. Billing to FNSB submitted and awaiting payment 
iii. Sale of inventory materials  

1. Sale is reflected in accounts receivable and payment was 
confirmed received in July. 

iv.  Attorney invoice (CSG) not reflected due to billing cycle. 
b. Statement of Operating Revenues and Expenses 

i. Note that some June invoices are not included, legal invoices are lagging. 
ii. Change in Net Position continuing negative due to use of SETS funds for 

payment of certain expenses per AIDEA/IGU agreement.  The SETS 
funds are not recorded as revenues to offset the expenses associated. 

c. Budget to Actual 
i. Negative Variance for Legal and Financial 

ii. Negative Variance for Payroll Expense is due to recording of accrued 
leave for outgoing GM. 

d. Transaction by Account 
i. Sam explained these reflect Construction Work in Progress.  

ii. Question regarding PDC – “Phase 1” work.  Includes continuing locate 
services but the $18K is NP storage work.  Will amend reporting 
vernacular to better reflect work on this new project. 

iii. All the accounts have been reconciled for June 2018. 
 

III. Additional Discussion 
a. Depreciation & Interest v Principal & Interest 
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i. Regarding ability to service Debt and acquire future Bond funding 
ii. Regarding presentations in Financial Statements 

iii. Regarding Rate Setting  
iv. Regarding PSA/FA Financial and Operating Covenants  

b. Management has confirmed depreciation, as treated in Pentex and IGU financial 
statement, is appropriate 

c. Open question regards Rate Setting (how to ensure early-year customers receive 
benefit of 15 year SETS Loan deferral) and Bonding. 

 
IV. Closing Comments – Meeting Adjourned at 1:19pm 

a. The Finance Committee recommended that the IGU Board accept the June 2018 
Financial Report as presented at their meeting. 

b. The next meeting will be August 28, 2018. 
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Interior Gas Utility 
 

Finance Committee Meeting 

July 24, 2018 

12:00PM 

100 Cushman, Suite 501, Fairbanks, Alaska 

 

AGENDA 

 

 

 
 

I. Roll Call 

II. Monthly Financials 

a. Profit & Loss 

b. Bank Statements 

 

III. External Financial Reports (as needed) 

 

IV. Closing Comments 
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RESOLUTION # 2018-05 
 

RESOLUTION THANKING JOMO STEWART FOR HIS SERVICE AS IGU’S 
GENERAL MANAGER 

 
WHEREAS, Jomo Stewart became the Interior Alaska Natural Gas Utility’s (“IGU”) very first 
employee on April 18, 2016; and 
 
WHEREAS, Given his lack of prior experience as a utility manager, Jomo instead utilized his 
fiery commitment to both our community and to the underlying IGU goals of affordable natural 
gas to the largest number of people in the Fairbanks North Star Borough in the shortest amount 
of time; and 
 
 WHEREAS, During Jomo’s tenure, the IGU completed its grueling but lofty goal of 
purchasing Pentex and its subsidiaries thereby consolidating the two Fairbanks gas utilities; 
and  
 WHEREAS, the IGU Board wishes to express its deep appreciation for Jomo’s service as 
IGU’s General Manager and wish him well in his future endeavors. 
 
NOW THEREFORE BE IT RESOLVED BY THE IGU BOARD OF DIRECTORS: 
 
 That Jomo Stewart is hereby recognized and thanked for his service as IGU’s first 
employee and his successful tenure as IGU’s General Manager.     

 
___________________________________________  __________ 
Pamela Throop - Chair, IGU Board of Directors Date 

 
___________________________________________  __________ 
David J. Prusak- Secretary to the IGU Board of Directors  Date 

 
PO Box 70200 
Fairbanks, AK 99707 
907 374 4474 
interiorgas.com 
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INTERIOR GAS UTILITY 

OPERATING POLICY/PROCEDURE 

 

1. PURPOSE   

 To establish a policy to delegate certain signature and approval authority for contracts, 
agreements and other written documents occurring in the normal course of business but arising outside 
the procurement context and to ensure proper guidelines for the Board’s delegation of signature and 
approval authority for all contracts legally binding on IGU.   

2. POLICY 

 (a)  Delegation of Contracting and Signature Authority to the General Manager.  The Board 
delegates to the General Manager authority to approve any transaction legally binding on IGU occurring 
in the normal course of business that does not specifically require board action and which the General 
Manager has no conflict of interest or will receive any personal benefit.  The General Manager may not 
delegate this authority without Board approval.  The General Manager, prior to exercising this authority, 
is responsible for determining whether the transaction meets the following standards: 

 Complies with all applicable laws, IGU policies and procedures, as well as any 
lender, grantor or other applicable restrictions.    

 Where appropriate, the transaction, proposal or agreement includes the 
appropriate provisions recommended by IGU’s corporate counsel.   

 Funds have been appropriated or are otherwise allocated within regularly 
approved budgets and the resources (funding, personnel, facilities and space) 
required to fulfill the commitment are available.   

 No real or apparent conflict of interest exists on the part of the approving and 
involved officials and employees and if it exists the issues have been disclosed 
to the Board and resolved prior to entering into the transaction.   

 (b)  Transactions that require board authorization prior to signature.   

 Any substantive modification to a Board approved contract that is not authorized in 
the contract itself or in the procurement policy.   

 Transactions exempted from the procurement policy.  [Currently these are 
Contracts for legal services and expert witnesses, banking and investment services, 
grants, loans, loan guarantees, bonds, bond guarantees or other indebtedness of 
IGU, cooperative agreements, MOU’s or contracts between IGU and the FNSB, the 
state, its political subdivisions, and other governments or political subdivisions 

P&P No. 7        Page 1 of 3 

Subject:  Contract Authorization & Signature Authority    Effective Date: 

Approved by:   
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including the Alaska Railroad, contracts to acquire or supply natural gas and or LNG, 
partnership or joint venture agreements for utility services not tied to specific 
performance contracts, acquisition or disposal of real property or interests in real 
property, employment agreements, collective bargaining agreements, or labor 
relation services, insurance and insurance related contracts including employee 
benefits, services and products for IGU or its employees.] 

 Non-disclosure agreements. 
 Agreements involving or setting legislative policy. 

 (c)  Procurement policy.  Other than the standards set forth in 2. (a), this policy excludes 
transactions covered by and separately addressed in the procurement policy and for which the 
Board has already made specific delegations of authority in Resolution #2018-01.   

3. REFERENCES 

 IGU Board Bylaws Article IV General Manager authorizing the FM or designee to sign all 
contracts, escrow agreements and deeds, leases, grant or loan applications and agreements, and 
intergovernmental agreements, consistent with Board fiscal policies. 

IGU Board Bylaws Article X—Financial Transactions §2 requiring adoption of fiscal policies 
including contract authorizations and signatory authority.  

4. DEFINITION 

 IGU—IGU and any entities owned or controlled by IGU including Pentex, FNG, Titan and AET.   

Board—IGU Board of Directors  

General Manager—General Manager of IGU 

Contract—Any document legally binding on IGU except contracts, change orders, amendments 
or other documents governed by IGU Procurement Policy 06.   

5. RESPONSIBILITIES 

 The General Manager is responsible for compliance with and administration of this policy.   

6. PROCEDURE 

 (a) The General Manager shall ensure that he has the appropriate contract and signature 
authority prior to approving and signing a transaction.   

 (b)  The General Manager shall ensure that the transaction to be approved meets the standards 
set forth in this policy.   
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(c) Any required board authority has been obtained prior to signature.   

 

7. ANNUAL REVIEW DATE 

 The General Manager will review this document in August of each year and make 
recommendations to the Board for any needed revisions.   
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THE GENERAL MANAGER COMPETENCY MODEL 
 

The items before the asterisks are basic components of the competency model that a fully 

competent GM is expected to achieve. Below the asterisks are considered above and beyond. 

 

 

1) BOARD FOCUS 

❑ Address the needs of the Board 

❑ Ensure the Board’s effectiveness 

  Building trusting relationships 

  Provide guidance 

  Provide information 

  Sharing best practices 

❑ Keeps the Board informed of important industry issues and the performance of IGU. 

❑ Brings well-thought-out recommendations for the Board’s consideration. 

❑ Activity builds the trust and support of the Board. 

❑ Encourages the Board to work together effectively. 

❑ Encourages innovative thinking on the part of the Board. 

❑ Ensures that Board members and customers understand and support any diversification 

activities. 

❑ Ensures that Board members receive financial reports and results on subsidiaries and 

other businesses. 

 ******* 

❑ Partner with the Board in substantive ways to build IGU’s reputation in 

            the community. 

❑ Establish IGU’s long-term vision and strategic goals. 

 

 

 
     _____ Meets Basic Standards 

     

    _____          Exceeds Basic Standards 

     

    _____           Needs Improvement 

 

 Explanation/Comments if exceeds or needs improvement. 

 

 

 

2) BUSINESS ACUMEN 

❑ Working knowledge of the: 

  IGU and its wholly owned companies 
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  Business Model 

  Systems 

❑ Apply understanding to running and improving the organization 

❑ Demonstrates knowledge of current and emerging competitive issues. 

❑ Identifies and implements specific strategies to ensure that the system is rate competitive. 

******* 

❑ Ability to comprehensively grasp: 

  Larger business environment 

  Anticipate future social trends 

  Anticipate future economic trends 

  Anticipate future technical trends 

❑ Successfully position the IGU to provide long-term value. 

 

 

3) FINANCIAL 

 

❑ A long range financial plan has been adopted. 

❑ Meaningful budget are developed in a timely manner. 

❑ Expenses are accurately tracked and reported. 

❑ Cash reserves are prudently invested. 

❑ Financial targets are met. 

❑ Cost – benefit analysis are conducted and sound financial principles are followed. 

 

 

4) COMMITMENT TO IGU’S VALUES 

❑ Lead member driven organizations committed to providing reliable gas at   

the lowest cost consistent with sound business practices according to   

IGU’s principles. 

❑ Follows principles in managing the organization’s business. 

❑ Accepts leadership roles and carries out responsibilities in a professional manner. 

❑ Effectively employs the use of technology. 

❑ Creativity and innovation are used to find new solutions, services and products that 

enable IGU to compete effectively. 

******* 

❑ Support values with a high level of personal commitment 

❑ Promote the success of IGU before their own. 

 

5) COMMITMENT TO IGU VALUES 

❑ The system is designed and maintained on a planned, systematic basis. 

❑ New service requests are handled promptly. 

❑ Goal of firm, secure supply for all except interruptible customers. 

 

 

 

6) COMMUNICATIONS as directed by the IGU Board: 

❑ Effectively communicate with multiple groups: 
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  Board 

  Members 

  Staff 

  Community institutions 

  Governmental agencies 

❑ Accurately read audiences. 

❑ Clearly articulate complex ideas in ways that are understandable and engaging. 

 ******* 

❑ Confidently use a broad spectrum of communication vehicles in a strategic  

manner. 

 

7) DEVELOPING & LEADING OTHERS 

❑ Concern for developing employee skills and ability. 

❑ Creating an atmosphere where people are motivated to work together to meet  

      the organization’s goals. 

❑ Takes initiative to ensure that the organization is designed and staffed to meet a changing 

competitive environment. 

❑ IGU has developed a structure and workforce where individuals can reach their potential. 

❑ Creates a positive work environment for employees and encourages teamwork. 

❑ Delegates effectively to key staff. 

❑ Keeps employees informed about industry issues and trends and influences them to adapt 

to change. 

❑ Assures that competent individuals are hired, trained and promoted. 

❑ Empowers employees to make decisions that will improve the performance of the 

company. 

 ******* 

❑ Create an environment that encourages: 

open feedback and coaching 

recognition as well as programs that enhance staff capabilities. 

❑ Communicate a compelling vision that generates: 

Enthusiasm 

Inspires commitment to IGU’s objectives and values 

 

 

8) IMPACT & INDUSTRY LEADERSHIP 

❑ Achieve results working with multiple individuals 

❑ Effectively persuade and influence to achieve results. 

❑ Recognize one’s audience and adapt one’s approach 

❑ ******* 

❑ Use of complex influence strategies to sell and implement ideas. 

❑ Play some effective role in the advancement of the industry. 

 

 

9) INTEGRITY & COURAGE 

❑ Practice these values. 
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10) MEMBER / COMMUNITY FOCUS 

❑ Solicit and responsive to the needs and requests of membership and  

community. 

 ******* 

❑ Anticipate and address potential requirements. 

❑ Add value in innovative ways. 

 

 

11) PROBLEM SOLVING 

❑ Analyzing complex issues and identify solutions to standard challenges. 

❑ Analyzing complex issues and identify solutions to unusual dilemmas. 

      ******* 

❑ Consistently work to redesign systems and prevent further problems. 

 

12) RELATIONSHIP BUILDING, TEAMWORK & COOPERATION 

❑ Establish and maintain relationships. 

❑ Work cooperatively with a network of people within: 

  Organization 

  Local community 

  Industry with affiliated groups. 

❑ Teamwork and cooperation 

❑ Foster collaboration and encourage the virtues. 

❑ Demonstrates a willingness to collaborate with others in IGU’s network. 

❑ Sets the tone for IGU as being responsive to its members. 

❑ Stays in touch with member concerns and ensures that useful informational and 

educational programs are developed and carried out. 

❑ Uses objective methods to measure member expectations and satisfaction. 

❑ Works with local leaders and civic organizations to increase awareness of  IGU’s value to 

the communities it serves. 

      ******* 

❑ Works to collaboration and commitment across IGU’s business network. 

❑ Identify opportunities to strengthen IGU’s network. 

 

13) RESULTS ORIENTATION 

❑ Strive for continual improvements based on internal and external benchmarks. 

❑ Setting of challenging goals. 

❑ The organization is evaluated and benchmarked against peers. 

      ******* 

❑ Where staff is held accountable for meeting or exceeding goals. 

❑ Calculated risks are taken to better meet members needs. 

 

 

14) VISION / STRATEGIC ORIENTATION 

❑ Create and believe in a strategic vision for IGU. 
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❑ Scan the environment for trends that will affect IGU. 

  Address the tactical considerations necessary to adapt.  

  Take advantage of trends. 

❑ Demonstrates ability to effectively guide the organization through the use of clear vision. 

❑ Plans strategically and articulates the organization’s corporate mission, goals and 

strategies. 

❑ Adjusts to changing political, economic, environmental and other material factors in a 

timely manner. 

 ******* 

❑ Assume responsibility for generating new and compelling visions,   

       unconstrained by traditional operating paradigms. 

47



 North Slope Pad Update

48



PUBLIC	NOTICE	
	

State	of	Alaska	
Department	of	Natural	Resources	
Division	of	Mining,	Land,	and	Water	

Northern	Region	Lands	Section	
AS	38.05.945	Public	Notice	

	
Alaska	 Industrial	 Development	 and	 Export	 Authority	 (AIDEA)	 has	 applied	 to	 the	 Department	 of	
Natural	 Resources	 (DNR),	 Division	 of	 Mining,	 Land	 &	Water	 (DMLW),	 Northern	 Regional	 Office	
(NRO)	 to	 lease	 an	 approximately	 23‐acre	 parcel	 of	 land	 that	 includes	 an	 existing	 gravel	 pad,	
pipeline	corridor	and	additional	acreage	adjacent	to	and	impounded	by	the	pad.	The	pad	is	in	the	
Prudhoe	 Bay	 Unit,	 directly	 north	 of	 the	 Spine	 Road,	 approximately	 2	½ miles	west	 of	 the	West	
Security	Checkpoint.	AIDEA	intends	to	sublease	to	general	industrial,	commercial,	business	and	oil	
and	gas	related	entities.	AIDEA	proposes	to	sublease	approximately	1/3	of	the	pad	to	Prudhoe	Bay	
Chemical	 LLC	 (PBC)	 for	 the	 construction	 and	operation	 of	 a	methanol	 plant.	 The	 application	has	
been	assigned	case	file	number	ADL	421055.		
	
The	DMLW	posted	a	solicitation	of	interest	for	a	competitive	lease	between	June	11,	2018	and	July	
11,	2018	and	there	was	no	interest	expressed.	The	DMLW	proposes	to	proceed	with	the	negotiated	
lease	 process	 to	 AIDEA	 for	 this	 site.	 The	 DMLW	 has	 written	 a	 preliminary	 finding	 and	 decision	
under	AS	38.05.035(e),	Written	Finding	for	the	Disposal	of	State	Resources,	proposing	to	issue	a	25‐
year	negotiated	lease	to	AIDEA	for	the	site.		
	
This	notice	serves	to	inform	the	public	of	the	proposed	lease.	The	public	is	invited	to	comment	
on	 the	 project.	 Copies	 of	 the	 preliminary	 decision	 may	 be	 obtained	 from	 the	 DMLW/NRO.	
Interested	parties	have	the	right	to	comment	during	the	public	notice	period	and	the	commenters	
who	are	aggrieved	by	 the	 final	 finding	and	decision	will	have	 the	right	 to	appeal	 it.	 It	should	be	
noted	that	in	order	to	be	able	to	appeal	the	final	finding	and	decision,	a	person	must	provide	
written	 comments	 during	 the	 preliminary	 decision	 comment	 period.	 A	 copy	 of	 the	 final	
decision	will	be	sent	to	any	person	who	comments	on	the	preliminary	decision	and	will	include	an	
explanation	of	the	appeal	process.	
	
	
	
DEADLINE	FOR	WRITTEN	COMMENTS:	
	
Written	comments	must	be	received	in	writing	by	the	DMLW,	Lands	Section	on	or	before	5:00	p.m.	
on	August	29,	2018	to	ensure	consideration.	
	
To	 submit	 written	 comments	 or	 to	 seek	 additional	 information	 about	 any	 of	 the	 above	
proposed	actions,	please	contact:	
	
Becky	Baird	
DNR/DMLW/Northern	Regional	Lands	Section	
3700	Airport	Way	
Fairbanks,	AK		99709‐4699	
Phone	(907)	451‐2732	
E‐mail:	becky.baird@alaska.gov	
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DNR	 complies	 with	 Title	 II	 of	 the	 Americans	 with	 Disabilities	 Act	 of	 1990.	 Individuals	 with	
disabilities	who	may	need	auxiliary	aids,	services	or	special	modifications	should	contact	the	Public	
Information	 Center	 in	 Anchorage,	 between	 10:00	 a.m.	 and	 5:00	 p.m.	Monday	 through	 Friday,	 at	
(907)	269‐8400,	or	pic@alaska.gov,	or	TDD	(907)	269‐8411;	or	 the	Public	 Information	Center	 in	
Fairbanks,	 between	 10:00	 a.m.	 and	 5:00	 p.m.	 Monday	 through	 Friday,	 at	 (907)	 451‐2705,	 or	
fbx_pic@alaska.gov,	or	TDD	(907)	451‐2770.	
	
The	 Division	 of	 Mining,	 Land	 and	 Water	 reserves	 the	 right	 to	 waive	 technical	 defects	 in	 this	
publication.	
	
Publish	Date:	July	30,	2017	
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State of Alaska, Department of Natural Resources 
Division of Mining, Land & Water 

Northern Regional Office 
 

Preliminary Finding and Decision      
Alaska Industrial Development and Export Authority 
ADL 421055 Negotiated Lease (AS 38.05.070(d)) 

 
 
Proposed Action 
Alaska Industrial Development and Export Authority (AIDEA) applied to the Department of Natural 
Resources (DNR) Division of Mining, Land and Water (DMLW) Northern Regional Office (NRO) 
to convert its existing lease of an approximately 14-acre pad with an associated pipeline corridor 
from a Pipeline Right of Way lease, administered by the Division of Oil and Gas State Pipeline 
Coordinator’s Section, to a general commercial/industrial use surface lease administered by the 
DMLW.  
 
AIDEA requested a 55-year lease and plans to sublease to various entities for oil field support 
services or industrial uses. The best interests of the State are typically served by limiting the term 
of commercial use leases to 25 years, and the DMLW proposes to issue a 25-year negotiated 
lease to AIDEA. However, in no event will the lease term exceed 55 years. The lease will 
encompass approximately 23 acres, to include the existing pad, pipeline corridor and additional 
acreage adjacent to and impounded by the pad. 
 
Because the lease application is for a term that exceeds 10 years, it must be adjudicated as a 
competitive lease unless a solicitation of interest process does not elicit any other parties 
interested in developing this site. A public notice for solicitation of interest was conducted and 
DMLW did not receive written interest from any other parties; therefore, DMLW proposes to issue 
a negotiated lease under AS 38.05.070(d). 
 
The DMLW would issue an Entry Authorization (EA) to AIDEA. Upon issuance of the EA, AIDEA 
will be eligible to sublease to qualified sublessees, pending DNR approval of individual subleases. 
Approved sublessees will be allowed to commence construction during the term of the EA. An 
Alaska State Land Survey (ASLS) must be completed and approved during the term of the EA, 
prior to the lease issuance.   
 
This document serves as the preliminary State’s best interest finding regarding the proposed 
actions. 
 
Scope of Review and Proposed Finding 
The scope of this Preliminary Finding and Decision (PD) is to determine if it is in the State’s best 
interest to issue a 25-year, or longer, negotiated lease under AS 38.05.070(d) to AIDEA for an 
existing gravel pad, pipeline area, and the additional area adjacent to and impounded by the pad. 
The scope and determination are based on the statutes, regulations and other facts contained in 
the casefile for ADL 421055. 
 
Authority 
The proposed lease is being adjudicated pursuant to AS 38.05.070, leasing of land; AS 38.05.075, 
leasing procedures; AS 38.05.035(b)(1), delegation of the powers and duties of the director; AS 
38.05.035(e), written finding; AS 38.05.945, public notice; and 11 AAC 58, leasing of land. 
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The authority to execute the FFD and the lease has been delegated to the Regional Manager of 
the NRO of the DMLW. 
 
Administrative Record 
The current case file, ADL 421055, comprises the administrative record for this case. 
 
Location 
The proposed lease site is located directly north of the Spine Road approximately 2 ½ miles west 
of the West Security Checkpoint and approximately ½ mile east of Drill Site 14. 
 
Legal Description 
The lease site is located within the SW ¼ of Section 3, Township 10 North, Range 14 East, Umiat 
Meridian, containing approximately 23 acres (see Attachment A). 
 
Title 
The State received title under general grant GS 1334 on March 27, 1974, under patent 50-74-
0092. Standard reservations apply.  
 
Borough/Municipality  
The site is within the North Slope Borough. No borough lands are involved. 
 
Regional Corporation  
The site is within the Arctic Slope Regional Corporation boundaries.  No corporation lands are 
involved. 
 
Adjacent Landowners 
The site is surrounded by state land. 
 
Third Party Interests 
No encumbrances or third-party interests exist that would prevent the issuance of the lease. The 
lease is within the Prudhoe Bay Unit, operated by BP Exploration (Alaska) Inc. (BPXA). BPXA is 
currently active in the area of the proposed lease under an Oil and Gas lease (ADL 28312) with 
authorized surface activities at Drill Site 14 and Flow Station 3, including two pipe rack 
assemblies, a gravel pipeline access road and two power lines which will partially encumber the 
lease tract. A portion of the proposed lease falls within the Endicott Pipeline Right-of-Way lease, 
ADL 410562, leased to Endicott Pipeline Co. These third parties will have an opportunity to 
comment on the proposed lease. Oilfield project applicants typically obtain letters of non-objection 
(LNO) from underlying interest holders to verify and address necessary coordination of concurrent 
uses. AIDEA will need to provide LNOs from BPXA and Endicott Pipeline Co. prior to the issuance 
of the EA. With appropriate reservations or mitigation measures, the proposed lease can be 
authorized as a concurrent use of the surface that is compatible with other authorized uses 
pursuant to AS 38.05.285. 
 
AIDEA is currently the lessee of a portion of the proposed lease area under ADL 419409. AIDEA 
will remain as the lessee under ADL 419409 and continue to pay associated fees until DMLW 
issues an EA for the surface lease. AIDEA must relinquish its rights under ADL 419409 prior to 
issuance of the proposed lease. AIDEA will remain subject to any outstanding liabilities or 
obligations under ADL 419409 required to be fulfilled after termination of that lease.  
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Planning and Classification 
The proposed lease site is not located within the boundaries of an area plan. The locations are 
classified as Resource Management under CL 618. Per 11 AAC 55.200, land classified resource 
management is land that has a number of important resources but for which a specific resource 
allocation decision is not possible because of a lack of adequate resource, economic or other 
relevant information. Leases are allowed under this classification. 
 
This site is located within the North Slope Area Special Use Lands (ADL 50666) and Mineral 
Closing Order (MCO) 67A01. This Mineral Closing Order closes the land to locatable mineral 
entry. Neither the Special Use Land designation nor the Mineral Order prevent issuance of a 
commercial lease. The site is zoned Resource Development by the North Slope Borough.  
 
Traditional Use Finding 
The subject lease site is located within the North Slope Borough. A traditional use finding is not 
required for sites located within an organized borough. 
 
Access 
The proposed lease is accessible via the existing North Slope gravel road system and is accessed 
from the Spine Road which connects to the Dalton Highway in Deadhorse, Alaska. The adjacent 
section of the Spine Road is authorized under lease operations approvals (LO/NS 69-026) to BP 
Exploration (Alaska) Inc. (BPXA) related to their subsurface leases.  
 
General access into the oil field is controlled by two BPXA security check points located in the 
Prudhoe Bay Unit, near Deadhorse. AIDEA will coordinate with BPXA security for access through 
the security checkpoints and maintain a road use agreement with BPXA for continued access to 
the site.  
 
Water Bodies 
The proposed lease site is located approximately 2 miles southeast of the Putuligayuk River. The 
project is not expected to have significant impacts on any surrounding water bodies. 
 
Hazardous Materials and Potential Contaminants 
AIDEA proposes to sublease the area for an undetermined variety of commercial uses. Due to 
the broad scope of potential uses, specific hazardous materials and potential contaminants 
cannot be fully addressed in the PD. Hazardous materials and potential contaminants must be 
adequately addressed in any proposed sublease, and DMLW will review and address such terms 
and requirements, including agency review if warranted, prior to approval of any sublease, to 
ensure adequate protection of the land.  
 
Under the current lease proposal, AIDEA plans to sublease a portion of the lease area to Prudhoe 
Bay Chemical LLC (PBC) for a methanol production plant. Based on the limited information 
provided by AIDEA regarding the proposed sublease to PBC, there will be up to 300,000 gallons 
of methanol storage and power generation on sight. Methanol will be loaded into tanker trucks on 
the pad. Prior to approval of this or any other sublease more information is required including a 
development plan that includes a hazardous substances safety plan for the facility. 
 
Performance Guaranty 
A performance bond will be required to (1) incentivize performance of the conditions of the lease 
and (2) provide a mechanism for DMLW to ensure that the lessee shares in financial burden in 
the event of noncompliance for site cleanup, restoration and any associated costs after 

53



Preliminary Finding & Decision  
ADL 421055 Lease    Page 4 of 24 

termination or expiration of the lease. The performance guaranty is due prior to issuance of any 
sublease.  
 
Due to limited information provided by AIDEA regarding the proposed sublease to PBC for a 
methanol production plant, the initial performance guaranty amount is expected to be no less than 
$250,000. This amount assumes that there will be an Alaska Department of Environmental 
Conservation approved sampling plan, documentation of annual sampling conducted to ensure 
the secondary containment structures are well maintained and coverage by an approved pollution 
liability insurance policy (see the Insurance section for more detail).  
 
The performance guaranty amount is subject to change prior to the issuance of the EA and prior 
to approval of any subleases, including any sublease to PBC that may be approved. A detailed 
development plan will be required prior to construction for specific projects or approval of any 
subleases. The risk to the State and necessary bonding will be evaluated based on the nature of 
the development plans proposed. DMLW will calculate the bond amount using the DMLW 
performance guaranty matrix and bond amounts for similar authorizations.  
 
Insurance 
To protect the State from liability associated with use of the site, AIDEA will be required to provide 
and maintain a comprehensive generally liability insurance policy with the State of Alaska named 
as an additional insured party. To correspond with the current amount of insurance required by 
DMLW for similar cases, the insurance requirement for the lease will be no less than $1,000,000 
per occurrence and $2,000,000 per annual aggregate. The insurance requirement may be 
adjusted periodically.   
 
AIDEA will also be required to obtain pollution liability insurance with minimum coverage limits of 
$1,000,000 combined single limit per occurrence, $2,000,000 per annual aggregate. The 
insurance requirement may be adjusted periodically. 
 
Survey 
An Alaska State Land Survey (ASLS) is required for the lease per AS 38.04.045. Upon issuance 
of the EA, AIDEA will be eligible to apply to sublease. For the purposes of discussing survey 
issues in the PD, DMLW assumes that AIDEA will apply for and may ultimately be granted 
approval for sublease to PBC. This is not, however, a guarantee that AIDEA will be approved to 
sublease to PBC. Upon approval of a consent to sublease to PBC, PBC may commence 
construction of the methanol plant. Upon completion of construction of the methanol plant 
facilities, an Alaska State Land Survey of the entire AIDEA lease boundary and facilities that is 
acceptable to the standards of the DMLW Survey Section will be required for review by both the 
DNR Statewide Platting Officer and the North Slope Borough, which is the platting authority.  
 
The survey must be approved prior to the expiration of the EA for early entry construction. The 
survey must be performed by an Alaskan-registered Land Surveyor under survey instructions 
issued by the DMLW Survey Section. The applicant is responsible for the costs of the survey and 
platting actions required by the North Slope Borough. A preliminary as-built survey of the 
proposed lease site is due prior to the issuance of the EA, to provide the information necessary 
to conduct and finalize an appraisal of the lease parcel.  
 
Appraisal and Lease Compensation 
As per AS 38.05.070(d), after solicitation of competitive interest and subsequent determination 
that there was only one potential bidder, the director may negotiate a lease directly to the potential 
bidder (original lease applicant) under terms and conditions determined to be in the State’s best 
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interest. To this end, DMLW believes that the State’s best interest is served by receiving 
compensation not less than the minimum acceptable bid and lease compensation method which 
would have been established had there been a competitive auction resulting in only one 
prequalified bidder, as described per AS 38.05.075(f). The department may issue a lease at the 
approved, appraised market value of the land as determined under AS 38.05.840 or by another 
form of lease compensation specified from among those set out in AS 38.05.073(m) and designed 
to maximize the return on the lease to the State. A combination of methods, authorized under AS 
38.05.073(m) shall be required to provide reasonable compensation to DMLW on the lease. 
 
A formal appraisal, obtained at the expense of the applicant, will be required to establish annual 
rental based on fair market value. Additionally, prior approval by and compensation to the State 
will be required in the event of sublease. Prior to issuance of the EA, AIDEA will also be required 
to pay DMLW the remaining balance of the regional representative sales price for gravel used to 
construct the existing pad (see Background and Discussion sections for further information). 
 
In accordance with AS 38.05.105, the annual rent payment or other form of lease compensation is 
subject to adjustment at five-year intervals.    
 
Subleases 
All sublease agreements must be approved by DMLW. The lessee must provide the Consent to 
Sublease Form, application fee and any additional documentation requested by DMLW. DMLW 
reserves the right to require an increased annual compensation as a condition of a sublease 
approval. Said increase shall be determined by negotiation between the lessee and DMLW, but 
shall not be less than 25% of all compensation paid annually to the lessee by the sublessee. The 
annual lease rental pertaining to AS 38.05.075 and based on the appraised market value of the 
lease pertaining to AS 38.05.840 will not be reduced or adjusted as a result of any sublease terms 
or sublease compensation made to DMLW. Sublease shall be defined to include any lease, rental, 
storage or accommodation agreement between the lessee and another individual, business or 
corporation utilizing or benefiting from the lease parcel. Sublessee shall be defined to mean any 
individual, business or corporation executing an agreement with the lessee. The amount of sublease 
compensation shall be subject to change at the same time as the lease compensation adjustment 
and whenever the terms or conditions of the agreement between the lessee and the sublessee 
change. Approval of a sublease shall also be conditioned upon: 

 
a) The lessee being in full compliance with the lease conditions and being in good standing 

with all other authorizations per 11 AAC 96.145; 
b) Submission by the lessee of a draft copy of the agreement(s) which will govern the 

relationship and compensation provisions between the lessee and the sublessee; failure 
of the lessee to provide complete, true, and accurate information regarding sublease 
compensation will, at lessor’s discretion, be grounds for termination of the lease; 

c) Submission by the lessee of a proposed plan of operations and development for the 
subleased area and, if necessary, an amended plan of operation and development for 
the entire lease area; and  

d) A best interest finding by DMLW and amendments to the lease contract as necessary, 
if significant changes to the use and development are proposed.   

 
Subleases shall be restricted to those entities which are also eligible to obtain a lease under the 
same statutory authority for which the lease was issued. 
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Entry Authorization 
Following the Final Finding and Decision (FFD), if the lease is found to be in the best interests of 
the State, an EA will be issued. Any actual activity or development on site must be approved by 
DMLW prior to commencement. Upon issuance of the EA, AIDEA will be eligible to apply to 
sublease, pending DNR approval. Approved sublessees will be allowed to commence 
construction during the term of EA. An Alaska State Land Survey (ASLS) must be completed and 
approved during the term of the EA, prior to the lease issuance. 
 
For the purposes of discussing EA issues in the PD, DMLW assumes that AIDEA will apply for a 
sublease to PBC and may ultimately be granted approval to sublease to PBC. This is not, 
however, a guarantee that AIDEA will be approved to sublease to PBC. If a sublease to PBC is 
ultimately approved by DMLW, the EA will allow for construction of a methanol plant by PBC and 
ASLS survey.  
 
The term of the EA will be 3 years, which will be included within the total length of the 25-year 
lease (i.e. the lease term of 25 years begins when the EA is signed; the 3 years of EA will not 
extend the overall length of the authorization beyond 25 years).   
 
Lease compensation, as determined by the appraisal and any applicable sublease compensation, 
shall be required during the term of the EA.  
 
Anyone interested in reviewing a copy of a standard EA and lease can contact the DMLW and 
request a copy. 
 
Agency Review 
Due to the expedited adjudication process for this lease (see the discussion section for more 
detail) agency review and public notice will be conducted concurrently. Any comments received 
will be addressed in the Final Finding and Decision (FFD).  
 
Public Review 
Pursuant to AS 38.05.945(b)(3), public notice describing this proposed action will be posted on 
the Alaska Online Public Notice System for 30 days. Instructions to post the notice will also be 
sent to the Deadhorse Alaska Airline Terminal. 
 
Pursuant to AS 38.05.945(c)(1), notice will also be given for 30 days to the North Slope Borough.  
Per 38.05.946, Hearings, the North Slope Borough may hold a hearing within 30 days after receipt 
of the notice. 
 
As operator of the Prudhoe Bay Unit, notice will be given to BPXA. As operator of the Endicott 
Pipeline notice will be given to Endicott Pipeline Co. 
 
The public is invited to comment on the proposed lease. Comments should be submitted to DNR, 
DMLW, Northern Regional Office (NRO), at 3700 Airport Way, Fairbanks, Alaska 99709. Becky 
Baird can be contacted for further information at 907-451-2732 or at becky.baird@alaska.gov. 
Additional copies of the PD may be obtained from the NRO. Interested parties have the right to 
comment during the public notice period and commenters who are aggrieved by the FFD will have 
the right to appeal it. In order to be able to appeal the FFD, a person must provide written 
comments during the PD comment period. A copy of the FFD will be sent to any person who 
comments on the PD and will include an explanation of the appeal process.  
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Background 
On June 8, 2018, AIDEA applied for a competitive lease of state land, which currently is improved 
by an existing gravel driveway and pad as well as an approximately 1100-foot long area referred 
to as “the Pipeline Area.” AIDEA is currently leasing a portion of the proposed lease area under 
a Right-of-Way (ROW) lease administered under AS 38.35 by the Division of Oil and Gas State 
Pipeline Coordinator’s Section (ADL 419409). 
 
On July 31, 2014, AIDEA was issued the ROW lease to construct a gas transport pipeline and 
LNG facility. The property rights conveyed by the ROW lease are limited to the right to build a gas 
transport pipeline and LNG facility as part of the Interior Energy Project (IEP), a state-sponsored 
project designed to bring low-cost energy to residents and businesses in Interior Alaska. In 
preparation for the LNG facility, in 2014 AIDEA purchased gravel from a DMLW-owned material 
source and constructed a gravel pad on the lease site (North Slope pad). Because the purpose 
of the original site plan was for a specific qualifying public project, the material sale contract was 
issued to AIDEA, acting as a state agency, at a reduced cost ($.50/cubic yard) per AS 
38.05.555(b)(3) and AS 38.05.810(a). AIDEA was required to commence construction of the LNG 
facility by August 1, 2017. AIDEA did not meet the ROW lease deadline and was granted an 
extension to commence construction by August 1, 2018. Subsequent to construction of the North 
Slope pad, the IEP project plans changed and the LNG facility location changed to a different 
location in the state. AIDEA now seeks to utilize the pad and site for other purposes. 
 
AIDEA requested to expand the property interests conveyed by the ROW lease to allow 
subleasing and to include general industrial, commercial, business and oil and gas related uses. 
While a sublease to PBC for a methanol plant is currently proposed, the PBC project would 
encompass approximately 1/3 of the current pad space and AIDEA anticipates subleasing the 
remaining pad space to additional entities for other general commercial uses. These general-
purpose property rights, including potential for multiple subleases, are not the type that DNR can 
convey by a ROW lease pursuant to AS 38.35. Therefore, the request to obtain a more general-
purpose lease is being adjudicated by the DMLW under AS 38.05.070. 
 
Per AS 38.05.070(d), solicitation of interest was conducted June 11, 2018 through July 11, 2018 
to determine if there was interest from other parties in developing this site for a similar purpose. 
No interest was expressed. Therefore, DMLW has determined it is in the best interest of the State 
to proceed with a proposed 25-year negotiated lease to AIDEA under AS 38.05.070(d). 
 
Discussion 
AIDEA constructed the gravel pad using gravel obtained under Public and Charitable contract 
terms, at the reduced rate (administrative base price) of $0.50/cubic yard of gravel for its originally-
proposed public purpose facility-the IGU LNG facility and trucking project. The purpose and use 
of the lease area is proposed to change substantially to facilitate general commercial and 
industrial projects (no longer a public purpose facility) and sublease to private companies which 
do not qualify for public and charitable status under state law. To diversify the potential 
commercial uses and subleasing opportunities for the pad without the constraints imposed by the 
ROW lease and public and charitable statutes, DMLW must be compensated for the full price of 
the gravel, used to construct the pad, at the commercial rate of $3.00/cubic yard of gravel, the 
representative sales price for gravel in the DMLW Northern Region. The discounted rate already 
paid by AIDEA will be applied towards the full commercial price. DMLW reviewed the gravel 
extraction records reported by AIDEA under the material sale contract ADL 419991. AIDEA 
extracted 211,700 cubic yards of gravel for construction of the existing gravel pad, the commercial 
value of which is $635,100. AIDEA already paid $103,350 under the discounted public and 
charitable rate, therefore AIDEA must pay DNR $531,750 prior to issuance of any lease or EA.  
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This payment is in addition to the annual lease rent and any other costs or fees. It is a standard 
requirement and stipulation of a lease that, when placed on the premises by the lessee, fill 
material, gravel, pavement, including building pads, parking areas, driveways, and similar 
structures become a part of the realty and property of the state and may not be removed from the 
premises by the Lessee without prior written approval of the Lessor.  Therefore, upon final 
termination or relinquishment back to DMLW, the gravel pad shall remain on site (unless removal 
is required or approved by DMLW) with no expectation of reimbursement to lessee.  
 
The ROW lease area includes an 1100-ft. strip of land that may be used to accommodate a 
pipeline for transferring natural gas to the pad area (“Pipeline Area”). Typically, DMLW would 
issue a separate easement for a pipeline corridor, but since the ROW lease area is already 
defined to include the Pipeline Area, which is relatively short, the DMLW lease will include the 
Pipeline Area. Doing so simplifies and expedites the survey and appraisal processes and is 
consistent with anticipated potential uses of the lease area.  
 
AIDEA intends to sublease approximately 1/3 of the pad to PBC for the construction and operation 
of a methanol plant. AIDEA states that the PBC methanol project is supportive of the State’s 
interest in expanding energy production on the North Slope. Currently methanol is imported to the 
North Slope for use as anti-freeze for wells and pipelines. The proposed PBC methanol plant 
would use natural gas to provide a local source of methanol to North Slope Oil Producers. AIDEA 
proposed that the remaining pad area may be subleased for processing natural gas, the 
manufacture of needed chemicals, or general oil field storage or support or other industrial 
activities. 
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Attachment A – Location Map 
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Attachment B – Preliminary Development and Operations Plan 
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General Manager Report – For the month of July 2018 

Financial / Accounting 

• Fiscal Year 2019 Pentex and IGU budgets approved. 
• June IGU financials reviewed by the Finance Committee on July 24, 2018. 
• IGU and Pentex financial integration ongoing.  
• FY 18 Audit for IGU and Pentex in-progress. 

Operations 

 Titan 
• Titan produced all required LNG for FNG and its other customers without interruption.  
• Zero Lost Time Injuries, Zero Vehicle Accidents 

 
 FNG 

• 100% delivery reliability with no supply interruptions. 
• Zero Lost Time Injuries, Zero Vehicle Accidents 
• Zero Third Party Damage  

 
 IGU 

• Distribution System intact with no recorded pressure loss. 
• Zero Third Party Damage 

 
Capital Projects 
 
 5.25 MM Gallon Storage Project  

• Construction continues. The outer wall has been erected, cover plates welded and inner spacing 
Shot-Crete complete.  

• Dome roof construction has started, wire winding will begin in August.  
• Balance of Plant Phase 3A contract has been executed and construction will begin on August 1st. 
• Over 15,000 man hours worked without a lost time accident. 

 
 North Pole Storage 

• Preliminary geotechnical drilling complete awaiting geotechnical report. 
• Phase 1 Environmental Investigation initiated with Travis and Peterson. 
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