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TOPIC 
 
Gas Compression Cost Sharing Agreement with ConocoPhillips 
 
DISCUSSION 
 
The Beluga River gas field pressure has been in decline and is in need of additional compression 
to properly operate the Beluga Power Plant.  Under the Agreement for the Sale and Purchase of 
Natural Gas between Chugach Electric Association, Inc. (“Chugach”) and ConocoPhillips 
Alaska, Inc. (“CPAI”) (formerly known as ARCO Alaska, Inc.) dated April 21, 1989 (the 
“Agreement”), a cost sharing and implementation methodology was stipulated to meet the needs 
of additional compression when needed.  Chugach staff has meet with CPAI and has agreed on 
compression equipment specific and manner of installation.   The new arrangement will satisfy 
our compression requirements at Beluga plant and improve reliability of the gas delivery system. 
 
It is intended, subject to RCA approval, to have costs recovered through the fuel surcharge by the 
amount of the monthly amortization.  These costs will be treated like fuel and have no impact on 
bottom line margins.  The project is not in the CIP, as we will have no equity ownership in the 
project.  Recovery of costs is expected to begin late in the fourth quarter. 
 
CEO's RECOMMENDATION 
 
Motion:   Move to authorize the Interim CEO to sign the Cost Sharing Agreement with 

ConocoPhillips for new compression at the Beluga River Field. 
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WHEREAS, additional compression is required to meet contractual pressure 

requirements under the Agreement for the Sale and Purchase of  Natural Gas between Chugach 
Electric Association, Inc. (“Chugach”) and ConocoPhillips Alaska, Inc. (“CPAI”) (formerly 
known as ARCO Alaska, Inc.) dated April 21, 1989 (the “Agreement”), and 
 

WHEREAS, a Cost Sharing Agreement between Chugach and the Beluga River Field 
Producers (as defined in the Agreement) has been prepared to satisfy the requirements of Exhibit 
H, Section 4(b) of the Agreement and to document the understanding of Chugach and CPAI with 
respect to the specific equipment needed to meet the contractual pressure requirements under the 
Agreement and how the costs of the Beluga River Unit compression project (the “project”) will 
be shared by Chugach and the Beluga River Field Producers and is attached to this Resolution, 
and 
 

WHEREAS, the cost of the compression equipment required to meet the compression 
requirements in the Agreement is to be shared by Chugach and the Beluga River Field Producers 
according to one of three alternative methods, and 
 

WHEREAS, Chugach and CPAI have agreed that the method described in section 4(b)(1) 
of the Agreement is the best option under the circumstances, and 
 

WHEREAS, the cost sharing method in section 4(b)(1) provides that Chugach and the 
Beluga River Field Producers shall share equally in the cost of purchasing and installing the 
compression equipment, or a proportionate share of the costs of the compression equipment 
needed to meet the contractual requirements if CPAI elects to install more compression at that 
time than is required to meet the contractual requirements, and the Beluga River Field Producers 
will bear all others costs associated with the compression equipment, including operations and 
maintenance costs, and will own the equipment, and 
 

WHEREAS, the current estimate for Chugach’s share of the project is $3,227,100 as set 
forth in the attachment to the Agreement, and 
 

WHEREAS, the Agreement provides the costs will be shared based upon the actual costs 
incurred to install the compression, and that Chugach will be updated on the latest estimates for 
the project, 
 

NOW THEREFORE BE IT RESOLVED that the Board of Directors of Chugach Electric 
Association, Inc. authorizes the Interim Chief Executive Officer to sign the Cost Sharing 
Agreement with the Beluga River Unit Owners. 
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