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W TNESS REG STER

STEVEN  HAAGENSON, Executive Di rector, Al aska | ndustri al
Devel opnent & Export Authority (AIDEA) and Alaska Energy
Aut hority (AEA)

Department of Commerce, Community, & Economic Devel opnent
( DCCED)

Anchor age, Al aska

POSI TI ON STATEMENT: During hearing of HB 404, testified as to
t he approach AEA is taking related to energy.

BEN ELLI'S, Managi ng Director

Institute of the North

Anchor age, Al aska

PCSI TI ON STATEMENT: During hearing of HB 404, testified that
the Institute of the North is supportive of the proposed task
force and would offer to help.

REPRESENTATI VE DAVI D GUTTENBERG

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Spoke as the sponsor of HB 388.

RI CH GAZAWAY, Admi nistrative Law Judge, Regul atory Comm ssion of
Al aska (RCA), Departnent of Comrerce, Comrmunity, & Economc
Devel opment (DCCED), Anchorage, Al aska

PCOSI TI ON  STATEMENT: During hearing of HB 388, provided sone
insight into efforts to depl oy broadband throughout Al aska.

BEN ELLI'S, Managi ng Director

Institute of the North

Anchor age, Al aska

POSI TI ON STATEMENT: Testified in support of HB 388.

BRUCE JOHNSON, Director

Qual ity School s/ Quality Students

Al aska Associ ation of School Boards (AASB)

Juneau, Al aska

PCOSI TI ON STATEMENT: During hearing of HB 388, related support
for connectivity.

ALEX HI LLS

Pal mer, Al aska
POSI TI ON STATEMENT: Testified in support of HB 388.
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STEVE SM TH, Chi ef Information Technol ogy O ficer

O fice of Information Technol ogy

University of Al aska Fairbanks

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 388.

JI'M RONE
Al aska Tel ephone Associ ati on
PCOSI TI ON STATEMENT: Testified in support of HB 388.

ACTI ON NARRATI VE

COCHAIR GABRIELLE LEDOUX called the House Conmunity and
Regi onal Affairs Standing Commttee neeting to order at 9:05:18
AM  Representatives Cissna, Oson, Co-Chair Fairclough, and Co-
Chair LeDoux were present at the call to order. Representatives
Dahl strom and Neuman arrived as the neeting was in progress.

HB 404- ALTERNATI VE ENERGY TASK FORCE

CO CHAI R LEDOQUX announced that the first order of business would
be HOUSE BILL NO 404 "An Act establishing an Al aska Renewabl e
Energy Task Force."

9:05:54 AM

CO CHAIR FAI RCLOUGH, speaking as the sponsor of HB 404, read
from the Al aska Energy Authority (AEA) "Renewable Energy Atlas
of Al aska", as foll ows:

As concerns about rising fossil fuel prices, energy
security, and climate changes increase, renewable
energy can play a key role in producing |ocal, clean,
and inexhaustible energy to supply Alaska's grow ng
demand for electricity, heat, and transportation fuel.
Because there is little to no fuel cost associated
with generating electricity from renewabl e resources,
nore Al askans are |ooking to resources |ike wnd,
geothermal, hydroelectric, oceans, and biomass to
hedge against the increasing cost of natural gas in
di esel fuels. Renewabl e energy resources provide |ow
risk energy that over the long term can |ower costs.
Wth some of the best renewable energy resources in
the country, Alaska has an opportunity to be a | eader
in the developnent and bring new revenue streanms to
the state's econony.
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CO CHAI R FAI RCLOUGH pointed out that the committee packet should
include a proposed committee substitute (CS) that narrows the
scope of the proposed task force as well as who would serve on
it alnmost entirely to a legislative body. Wth regard to AEA,
Co-Chair Fairclough opined that the mssion of AEA doesn't
really define what she desires for the task force to do,
although it's a conponent of it. Under AS 44.83.070, the
purpose of AEA is specified as follows: "The purpose of the
authority is to pronote, develop, and advance the general
prosperity and economc welfare of the people of the state by
providing a neans of financing and operating power projects and
facilities that recover and use waste energy and by carryi ng out
the powers and duties assigned to it under AS 42.45." Co-Chair
Fairclough related her belief that the |I|egislature, t he
appropriating body, nust be involved in order for renewable
energy to be a priority for all of Al aska.

9:09: 08 AM

REPRESENTATI VE NEUVAN noved to adopt CSHB 404, Version 25-
LS1514\E, Bullard, 3/7/08, as the working docunment. There being
no objection, Version E was before the commttee.

9:10: 01 AM
STEVEN HAAGENSQON, Executi ve Di rector, Al aska | ndustri al

Devel opnent & Export Authority (AIDEA) and Alaska Energy
Aut hority (AEA), Departnent of Commerce, Community, & Econom c

Devel opnent  ( DCCED) , informed the <conmittee that AEA is
currently developing a detailed [energy] plan. He expl ai ned
that first the locally available resources will be determ ned,

which involves going to individual subregional areas and
communities. The AEA then plans to evaluate existing technol ogy
to determine if the available resources can be converted to

usabl e energy. The goal, he opined, is to replace electricity
as well as Iliquid fuel. Therefore, this relates to space
heati ng, transportation, and electricity. The next step will be
to evaluate the energy delivery systens and identify the cost of
delivery, he related. Furthernore, the energy needs for each
comunity will be identified in order to match the need with the
| onest cost and cleanest option available in the area. M.

Haagenson characterized the aforenentioned as a holistic
process.

9:12: 54 AM
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REPRESENTATI VE NEUMAN rem nded the conmittee that Galena was
recently approached for a nuclear power plant, and requested
comment from M. Haagenson

MR. HAAGENSON said that he would evaluate all technol ogies. He
stated that a conmmunity nmay determne that it wants to use a
certain resource and prefers not to use another, which M.
Haagenson opi ned they should have the ability to do.

REPRESENTATI VE NEUVAN not ed hi s agreenent.
9:14: 08 AM

REPRESENTATI VE NEUMAN inquired as to whether M. Haagenson
bel i eves nucl ear energy is safe.

MR, HAAGENSON answered that he didn't know, but safety should be
reviewed prior to deploying any technol ogy. He related that he
has spoken with Marvin Yoder from the Cty of Galena, who says
that the technol ogy has been around for 30 years. In fact, it
was used in the ldaho National Labs for many years. Therefore,
it's the "next generation prototype"” technol ogy. He pointed out
the need to evaluate the source of the energy, its safety, and
any uni nt ended consequences of having nucl ear waste in Al aska.

9:15:15 AM

REPRESENTATI VE NEUVAN t hen requested that M. Haagenson discuss
t he Susitna hydro project.

MR. HAAGENSON related that the Susitna hydro project was
identified as a good resource that would provide reduced CO
em ssions and cheaper energy. After a quick "back of the
napki n" analysis, M. Haagenson said that wusing a $5,000
kilowatt (kW install cost, 8/ 10ths of a cent operation and
mai nt enance (O&%\V) costs, the cost of a 600 negawatt Susitna
hydro plant would amount to about $250 million a year. The
aforenentioned would result in about $.05 a kW hour. However,
the cost of highly efficient gas turbines to produce 600
nmegawatts in Anchorage or Fairbanks would be about $500 mllion
a year. Therefore, due to the $250 nmillion savings, the Susitna
hydro project is of interest and should be reviewed in terns of
the size necessary and what the resource can provide. He al so
menti oned the need to make sure such a project would work for
Al aska. In further response to Representative Neuman, M.
Haagenson stated that the savings of $250 million a year would
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need to be verified because the aforenmentioned nunbers are rough
estimates.

9:16: 50 AM

REPRESENTATIVE NEUVMAN related his understanding that t he
proposed task force will specify its goals and/or action itens
to reach those goals. He asked if there is a plan or mssion
st at enent .

CO CHAIR FAIRCLOUGH referred to page 2, line 7, which specifies
that the task force would prepare a report that includes the
assessnment of future statewi de renewable energy needs and nake
recommendations for a statewde energy plan to fulfill the
state's renewabl e energy needs.

9:17:57 AM

REPRESENTATI VE DAHLSTROM commented that the state is lucky to
have M. Haagenson serve in this capacity for the state.
Drawing from her experience with the mlitary in Al aska, she
related that Fort Geely has nuch data regardi ng nucl ear energy.
She further related that she is confident that nuclear won't be
placed in Alaska until after full research has occurred into the
possi bl e consequences of such.

9:19: 36 AM

REPRESENTATI VE CI SSNA asked if communities that nay have | ocal
sol utions, such as wind power or geothermal, would be considered
al though they're not a statew de sol ution.

VR. HAAGENSON answered that al | possibilities would be
considered, and that's why the communities wll be approached
regarding what resources are available in the area. M.
Haagenson said that he would like to see Al aska becone self-
reliant with regard to energy because a local job providing
| ocal resources helps the |ocal econony. He reiterated that he
woul d enbrace any available technology to find the best option
to deploy in a particular conmunity.

9:22:47 AM
REPRESENTATI VE NEUMAN recall ed that there has been di scussi on of
devel opnment of mnes in Alaska that would put in electric

generation plants for their own electricity and nake the
transm ssion lines |arge enough to provide power to the |ocal
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villages as well as. He asked if the aforementioned would help
reduce sone of the costs of rural electricity.

MR. HAAGENSON responded that he isn't sure that the mnes wll
reduce the cost of electricity, and thus that would need to be

eval uat ed. The delivered cost will be a factor because if the
comunity is too far away, it nay not be economc to deliver the
electricity over certain distances. In nost parts of Al aska,

the target as far as energy costs is fairly big. M . Haagenson
said that he would speculate that energy costs [from the m nes’

electric plants] may be cheaper. Wth regard to the earlier
comment about self-reliance, M. Haagenson pointed out that
Alaska is using its own crude oil, but the problemis that "it's
crushing the econony." Therefore, he said he would like to |ook

for local resources to build the econony, which he characterized
as self-reliance because |ocal fuels and |ocal businesses would
be used to provide |ocal energy.

9:25:12 AM

BEN ELLIS, Managing Director, Institute of the North, inforned
the committee that the Institute of the North was founded in
1974 by fornmer Governor Wally Hickel. The Institute of the
North is a 501(c)(3) that focuses on Alaska and Arctic issues

He then nentioned that in October 2007, the Institute of the
North held the Arctic Energy Summit Technology Conference in
Anchor age. Over 300 delegates from 14 different nations
participated in that conference. The three areas the conference
reviewed were renewable energy, extractive energy, and the
chal l enge of providing affordable energy in rural communities.
The aforenmentioned is an International Polar Year (IPY) project.
To followup that IPY project, the Institute of the North has an
action team to review the aforenentioned three areas and
chal l enges to devel op specific road maps. One [road map] deals
with renewable energy and review of the use of tidal in both
non-ice and 1ice covered waters and the techniques and
technol ogi es throughout the Arctic that would be applicable in
Al aska. These recommendations would [be presented] to the
Arctic Council Mnisterial neetings, which are the eight nations
of the Arctic. The neeting will be next spring. M. Ellis
related that the Institute of the North is supportive of the
proposed task force and would offer to help, particularly to
bring an international perspective regarding what other Arctic
nations are doing in these areas.

9:27:15 AM
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REPRESENTATI VE NEUVAN inquired as to how the Institute of the
North could work with the proposed task force. He inquired as
to how many groups are already working on this nmatter.

MR, ELLIS confirnmed that many groups are already working on
renewabl e energy. He opined that the sponsor of HB 404 has
captured the mmjority of the players within the state. The
Institute of the North would be able to bring the Arctic
perspective, such as what's occurring in Sweden and Norway.
Furthernore, the Institute of the North could contribute to the
renewabl e energy issues.

9: 28: 34 AM

REPRESENTATI VE NEUMAN surm sed that the proposed task force
woul d be beneficial as it would bring all groups together to
wor k on renewabl e ener gy.

MR, ELLIS noted his agreenent. He then opined that the proposed
task force provides a structure for a lot of people to cone
together to work on the energy challenges in Al aska. The
af orenenti oned is one of Alaska's biggest chall enges.

9:29: 56 AM

CO CHAI R LEDQUX, upon determ ning no one else wished to testify,
cl osed public testinony.

REPRESENTATI VE DAHLSTROM noved to report CSHB 404, Version 25-
LS1514\E, Bullard, 3/7/08, out of commttee wth individual
recommendati ons and the acconpanying fiscal notes. There being
no objection, CSHB 404(CRA) was reported from the House
Community and Regional Affairs Standing Commttee.

The conmttee took an at-ease from9:30 a.m to 9:33 a. m

HB 388- ALASKA BROADBAND TASK FORCE

9: 33: 03 AM

CO- CHAIR FAI RCLOUGH announced that the next order of business
would be HOUSE BILL NO 388 "An Act establishing the Al aska
Br oadband Task Force; and providing for an effective date."

REPRESENTATI VE DAVID GUTTENBERG Al aska State Legislature,
speaking as the sponsor of HB 388, began by relating that in
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Novenber 2006 he received a letter from his Internet provider,
whi ch al so provided tel evision services, that it was |eaving the
state. Decenber 31st television and Internet ended and he was
left only with dial-up from his tel ephone provider. He said
that he was wthout Internet service for over a year. Upon
reviewing the matter, Representative Quttenberg said that he
di scovered that in the Fairbanks area there were over 2,000
people wthout service from various providers. The comments
from surveys he conducted in various arenas were that service
was slow, such that commerce was inhibited, folks couldn't work
from honme, and students couldn't perform research. Yet, no
provider was trying to expand service to this group that had no
servi ce. Therefore, he began working on |egislation. Although
the state has little influence on Internet service, there are
lots of things the legislature can do. Representati ve
GQuttenberg then discovered that |egislation establishing a task
force had passed out of the legislature in 2003, but that task
force only produced a snall PowerPoint. In February 2008, the
Institute of the North and the University of Al aska Anchorage
held a forumon this issue as well.

REPRESENTATI VE GUTTENBERG expl ai ned that he is trying to
determ ne what economic opportunities have been mnissed wth
regard to bringing Internet service to all Al askans. In rura
Al aska, Internet is only available via E-Net in the schools.
This legislation attenpts to bring together a couple of
| egislators and the user groups in order to determ ne what the
world is. This year Steve Haagenson, as chief executive officer
of Gol den Val | ey El ectric Associ ati on, est abl i shed an
i ndependent conpany that provides wreless Internet service as
AT&T. However, those two are only looking at the small nmarket,
not the big picture. This legislation, on the other hand, has
huge inplications for the entire state. The goal is to define
where the state is currently, where it wants to go, what needs
to be done, and allow industry to cone in and plug the holes and
| ook over the horizon to bring Alaska to the forefront of the
i ndustry.

9: 39: 48 AM

REPRESENTATI VE DAHLSTROM asked whether the sponsor has spoken
wi th large tel econmuni cati on conpanies in the state.

REPRESENTATI VE GUTTENBERG replied yes. After asking conpanies

if they plan to build-up their systens, the answer was no. He
i ndi cated his understanding that the conpanies are "nmaxed out."
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However, AT&T Cellular One is doing considerable things,
including entering the wirel ess market in Fairbanks.

9:41: 39 AM

CO CHAIR LEDQUX, referring to page 1, lines 12-14, inquired as
to the existing barriers to broadband depl oynent.

REPRESENTATI VE GUTTENBERG identified barriers such as equi pnment
limtations and physi cal / geographi cal probl ens.

9:42:58 AM

CO CHAIR LEDOUX asked then if the task force my recomend
subsi di es. She related her belief that existing utilities nust
be looking into this and if there is noney to be nmade they would
nmove forward. If the utilities don't believe there's noney in
this area, then they Ilikely believe that a narket isn't
econom cal ly viable. She asked if the sponsor has heard from

the utilities that there are other problens beyond econom cs.

REPRESENTATI VE GUTTENBERG related that in conversations wth
t hose ot her than utility conpanies, he has discovered
[difficulty] with the Universal Service Fund. He related his
understanding that instead of building out, the utilities are
nerely building up what already exists. Representati ve
GQuttenberg specified that he isn't |ooking to reconmend any
subsidies, but rather to define the issue/problem where that
i ssue/ probl em exi sts, and provide opportunities. However, sone
in Congress say that if an entity receives the Universal Service
Fund, then it should build out its system rather than build up
its existing system Representative Guttenberg said that he
doesn't have any preconceived ideas of where this will go.

REPRESENTATI VE DAHLSTROM drawi ng from 15 years of
t el ecommuni cati ons experience, related that other things to
consider are distance and terrain, weather, the anount of

permaf rost, whether the wires will be hung or cable buried, and
access for nmaintenance. She recalled that when Wiite Alice,
Al ascom existed, the federal l|aw mandated that it provide
service to conmmunities with 25 or nore residents, no matter the
cost. She related that the aforenentioned service was provided
at a financial loss to the conmpany, at tines. She said, "But
because of the federal laws and sone subsidies that they were
receiving, ... that's what was done." The Universal Service
Fund is difficult to follow, she noted. Representati ve

Dahl strom praised the intent of HB 388, but enphasized the need
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to work with the Regulatory Conm ssion of Alaska (RCA) and those
in Washington, D.C., as there may be the need to request sone
changes to the Universal Service Fund.

9:46: 56 AM

REPRESENTATI VE GUTTENBERG poi nted out that coverage in the state
is so irregular and inconsistent. For exanple, last year fiber
optic cable was being installed from Kenny Lake, which had
[fiber optics for 10 years], to Chitna. However, he had no

coverage at his home in Fairbanks.
9:47: 44 AM

REPRESENTATI VE CI SSNA related that in 2000 she was a nenber of
t he House Speci al Conmittee on Econom c Devel opnent,
International Trade and Tourism which reviewed what was
happening in the state. At that point the state was begi nning
to see what was happening globally and there was a state
contract for tel ecomunications. Furt her nore, there was
extensive training for rural teachers to help them teach in
renote communities that were to receive Internet access. There
were di scussions with the |ocal tel ephone conpanies to find ways
in which to "help fit them into the picture.” Representati ve
Ci ssna enphasi zed that [broadband service] in Al aska can be done
and done from nodest comrunities. She then requested coment
regarding what the state is doing that "this can fit into as
wel |."

REPRESENTATI VE GUTTENBERG replied he's not able to address that.

CO CHAI R FAI RCLOUGH announced that although she's doesn't want
to hold HB 388, there is House floor session today and people
on-line who would like to testify. She said she didn't believe
the legislation would be able to nove forward if the testinony
as well as the additional dialogue is allowed.

9:50: 55 AM

CO CHAI R FAI RCLOUGH t hen opened the public testinony.

9:51: 04 AM

RI CH GAZAWAY, Admi nistrative Law Judge, Regul atory Comm ssion of
Al aska (RCA), Departnent of Comrerce, Community, & Economc

Devel opnent (DCCED), said he would provide sone insight into
efforts to deploy broadband throughout Al aska. He related that
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one effort is to admnister a federally funded broadband grant.
That program has sone restrictions in the appropriations
| anguage such that it only allows funding for areas wthout
| ocal dialup or broadband access. Therefore, if a conmunity has
a dialup connection, it can't receive funding. Al t hough there
have been efforts to amend the l|egislation such that areas with
poor |local dialup connections and no broadband access could
receive funding, it hasn't yet been acted upon. Al so, the
Federal Conmunications Comm ssion (FCC) has an open docket
regardi ng the expansion of the Universal Service Fund to include
a broadband fund.

9:53: 23 AM

BEN ELLIS, Managing Director, Institute of the North, related
the Institute of the North's support for HB 388. He i nforned
the commttee that the Institute of the North and the University
of Alaska - Anchorage held a teleconmunications workshop in
February. There were 35-40 participants at the workshop and all
of the providers were represented. Furthernore, user groups,
including those from the Native comunity were present. Mor e
than 40 states use this approach, he noted.

9:54: 25 AM

BRUCE JOHNSON, Di rector, Quality Schools/Quality Students,
Al aska Association of School Boards (AASB), related AASB s
support for connectivity, both for famlies and young peopl e.

9: 55: 05 AM

ALEX HI LLS began by inform ng the conmttee that he is the owner
of a consulting practice in Palmer that specializes in hi-tech
product devel opnent, particularly wreless. He further inforned
the committee that he holds a faculty appointnent as
di stingui shed service professor at Carnegie-Mllon University,
specializing in teleconmunications policy, particularly as it
relates to deploynent in rural and renote areas. He noted that
he had the privilege to chair the earlier nentioned workshop
held in Anchorage. As has been nentioned, representatives of
all the mpjor telecomunications providers were there as well as
many others interested in tel ecommunications. There was genera
consensus that broadband service is badly needed for econonic

devel opnent, health care delivery, delivery of qual ity
education, and participation in the npmainstream econony and
soci ety. It was clear that broadband devel opnent in Alaska is

| aggi ng, both when neasured against other states and other parts
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of the world. He then reflected on the 1970s when Al aska gai ned
an understanding that basic telecomunication services, which
meant radio, television, and telephone service, in rural Al aska

were | agging. Due to the Ileadership of then Governor Jay
Hanrmond and others, Alaska dramatically inproved and provided
basic services throughout the state wthin a few years. He

noted that he was privileged to participate in that effort as
Al aska's chief t el ecommuni cations official under  Gover nor
Hammond. Now basic services increasingly can be defined to
i nclude broadband or high-speed Internet, and thus it's once
again tine for dramatic action by the state to bring the state,
particularly rural residents, up to the international standard
for basic service. M. Hlls suggested that HB 388 is only a
start, not an action plan as it only establishes a task force to
propose a plan. Still, M. HIlls suggested that the conmmittee
advance HB 388.

9:59:17 AM

STEVE SM TH, Chief Information Technology Oficer, Ofice of
| nformati on Technol ogy, University of Al aska Fairbanks, related
support for HB 388. He opined that broadband technology is as
critical in this age as roads, power, and water treatnent are
for the econom c devel opnent, health, access to governnent, and
education of all of Alaska' s comunities. There are 33 other
states with broadband |egislation, 40 states that have statutes
i nvol vi ng broadband. Broadband is sonething on which everyone
needs to work together. Al though the carriers are doing their
best, they face technical, economc, regulatory, and resource
barriers. Furthernore, basic Internet service doesn't exist
t hroughout the state, let alone the broadband services com ng.
There needs to be a conprehensive plan to work together to nove
forward [wth regard to tel ecommunications]. |In conclusion, M.
Smth reiterated his support for HB 388.

10: 01: 03 AM

JIM ROVE testified in support of HB 388. As nentioned earlier,
there needs to be a thorough discussion of br oadband

accessibility, even in the face of the challenges in
infrastructure and econom cs. He informed the conmttee that
t he Al aska Tel ephone Association has interest in this matter, as
highlighted by its annual neeting in G rdwood. One of the
agenda itens of that neeting is a discussion of HB 388, which
M. Smth will |ead. There will also be a representative from
Connected Nation, Inc., who will make a presentation based on

Kent ucky Connect, which has been a national exanple for bringing
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broadband to rural areas. From the Anchorage Daily News article
titled "Web Traffic Swelling to a Slowdown,"” he highlighted the

foll ow ng quote: "Digital traffic on the global network is
growing about 50 percent per year." The aforenentioned
denonstrates the worl dw de demand, he said. In conclusion, M.

Rowe said that he l|ooks forward to participating wth the
proposed task force.

10: 03: 08 AM

CO CHAI R FAI RCLOUGH announced that any testinony can be sent to
either committee co-chair to be distributed to all conmttee
menbers. She then announced that the public hearing would be

| eft open for HB 388.

[ HB 388 was hel d over. ]

ADJ QURNIVENT

There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 10:03:43 AM

HOUSE CRA COW TTEE -14- March 13, 2008



