INSIDE PASSAGE ELECTRIC COOPERATIVE

Global Energy Markets, Fuel Costs, and
What They Mean for IPEC Members

Global events often have a way of affecting our daily lives in unexpected ways—including the
cost of electricity here in Southeast Alaska.

As conflict continues in the Middle East and uncertainty surrounds global energy markets, oil
prices have become increasingly volatile. While Inside Passage Electric Cooperative (IPEC) uses
renewable hydroelectric resources to generate a portion of our electricity, we still rely heavily
on diesel generation. Currently, approximately 30% of the electricity we generate comes from
hydroelectric resources, while the remaining 70% is produced using diesel-powered generators.
This means fluctuations in global fuel prices have a direct impact on the cost of providing safe,
reliable electric service to our members.

IPEC must purchase and transport large quantities of diesel fuel each year to serve our
communities. The price we pay for that fuel is influenced not only by crude oil markets but also
by refining costs, transportation expenses, and global supply chain disruptions. When fuel costs
increase, the cost of generating electricity increases as well.

Higher fuel prices are not reflected on electric bills overnight. Fuel is purchased and delivered
months in advance, and changes in market prices work their way into operating costs over time.
As new fuel inventories are delivered at higher prices, those increased costs eventually become
part of the cost of providing electric service through IPEC's Cost of Power Adjustment (COPA).
Fortunately, many IPEC residential members benefit from Alaska's Power Cost Equalization
(PCE) program. PCE helps reduce the cost of electricity for eligible residential consumers by
offsetting a portion of the cost of generating power. During periods of rising fuel prices, the
program becomes even more important by helping shield eligible households from the full
impact of higher electricity costs.

However, PCE does not eliminate all cost increases. Benefits are limited to eligible residential
and community facility accounts and apply only to qualifying monthly energy usage.
Commercial businesses, industrial customers, schools, government facilities, and other non-
residential members generally do not qualify for PCE assistance and therefore experience the
full effect of rising fuel costs. Even eligible residential members will likely notice higher electric
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bills in the coming months because PCE does not cover the full increase in fuel costs, and any
monthly usage above the program's eligible limits is not subsidized.

This energy volatility underscores the importance of the Power Cost Equalization (PCE) program
and the need for adequate appropriations from the Alaska Legislature. Rising diesel prices
increase the cost of generating electricity across rural Alaska, making PCE one of the most
important tools for maintaining affordable electric service for eligible consumers.

At IPEC, we continue to look for ways to reduce our dependence on diesel generation while
maintaining the reliability our members expect. Investments in hydroelectric resources, system
improvements, and new technologies help diversify our energy portfolio and improve long-
term affordability. At the same time, we remain focused on operating our diesel generation as
efficiently as possible and making prudent financial decisions on behalf of our member-owners.

Although global events remain outside our control, our commitment to providing safe, reliable,
and affordable electric service does not change. We will continue to monitor fuel markets,
advocate for continued support of the Power Cost Equalization program, and make responsible
investments that strengthen IPEC's electric system for years to come. Working together as a
cooperative, we will continue to meet these challenges while serving the best interests of our
member-owners.

Thank you for your continued support of Inside Passage Electric Cooperative.
Sincerely,

Branden Skhaw

Brandon Shaw
CEO/General Manager
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