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ACTI ON NARRATI VE

10: 18: 32 AM

CO- CHAIR BRYCE EDGVON called the House Special Conmittee on
Energy neeting to order [at 10:18 a.m] Representati ves
Dahl strom Tuck, Johansen, Mllett, and Edgnon were present at
the call to order. Representative Ranras arrived as the neeting
was in progr ess, partici pating by t el econf erence.

Representatives Cuttenberg, Buch, Jd son, and Johnson were also
i n attendance.

ROUNDTABLE DI SCUSSI ON ON ENERBY GOVERNANCE | N ALASKA

10: 21: 20 AM

CO CHAI R EDGVON announced that the only order of business would
be roundtabl e di scussions by representatives of many energy
groups in Al aska to have an exchange of ideas that will help the
conm ttee pursue an energy plan for Alaska. There will also be
a discussion of the present and future energy governance
structure in Al aska. Co-Chair Edgnon noted that testinony is by
invitation only, and public testinmony will be heard at a later
date. He recalled the conmttee has held numerous hearings in
Juneau and throughout the state on a variety of energy issues.
The purpose of this neeting is to bring various groups together
totry to set the stage for the energy conmittee to continue its
work on an energy plan for the state.

10: 23: 29 AM

CO- CHAIR M LLETT described the energy conmttee's work plan for
the interim Policy summts have been scheduled to discuss the
energy plans that have already been devel oped for regions of the
st ate. In fact, the commttee wll travel to nine conmunities
during the interimto hold sunmts with a focus on each region
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Prior to next session, the conmttee will develop the framework
of a statew de energy policy leading to an energy pl an.

10: 29: 13 AM

BRYAN  BUTCHER, Director, Gover nnent al Affairs & Public
Rel ati ons, Al aska Housing Finance Corporation (AHFC), Departnent
of Revenue (DOR), stated the AHFC is the energy agency for the
state that distributes U S. Departnent of Energy funds to the
Al aska Energy Authority (AEA). Al so, the AHFC serves as the
residential energy expert for the state and represents the
"demand side" in terns of residential energy efficiency. The
AHFC has inplenented a very large energy efficiency program that
all ocated $200 million for a weatherization program for Al askans

earning |ess than 100 percent of median income and $160 nmillion
for a hone energy rebate program utilized by Al askans earning
over 100 percent of nedian incone. At this time, the
weat heri zation program has disbursed $30 mllion and about 50

percent of the Honme Energy rebate funds have been obli gated.

10: 31: 30 AM

JOHN DAVIES, Director, Research, Cold dinate Housing Research
Center (CCHRC), informed the conmmttee the CCHRC, with support
from the AEA and AHFC, has produced a report on energy
efficiency policy recommendations for the state. The CCHRC was
established to inprove the sustainability of residential housing
t hroughout the state; in fact, it has projects in progress from
Sout heast to the North Slope and Western Al aska. He opined the
center is gathering a lot of experience and research data in
construction techni ques.

10: 32: 29 AM

MEERA  KOHLER, Pr esi dent & CEQ Alaska Village Electric
Cooperative, Inc., (AVEC), said AVEC is a nonprofit, nenber-
owned electrical utility serving fifty-three villages in rural
Al aska. The popul ation served by AVEC is about 45 percent of
Al aska's village residents. Most of the comunities have
di esel -fired power generation; however, AVEC has pioneered the
devel opnment of wi nd power generation in seven villages with four
nmore wind projects underway. Al t hough AVEC only deals with the
electrical side of the issue, its costs at this tine are
"astronomcally high." Ms. Kohler expressed her keen interest
in contributing to the dialog at the neeting.

10: 33: 35 AM
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GEORGE CANNELOCS, Chair, the Denali Conm ssion, stated the Denali
Comm ssion has been at work for ten years upgrading the basic
community infrastructure of rural Al aska. Energy issues are a
| egacy project and working with AEA and AVEC, the conm ssion has
been replacing bulk fuel storage tanks, upgrading power plants,
and leading the way to renewable energy projects such as wnd
and diesel hybrids. The conmm ssion uses training dollars to
train local residents to operate and maintain power systens. He
commended the Alaska Rural Energy Conference that took place
recently in Gal ena.

10: 34: 28 AM

STEVE HAACGENSON, Executive Director, Al aska Energy Authority
(AEA), Al aska Industrial Developnment & Export Authority (Al DEA)
and Al aska Energy Authority (AEA), Departnent of Conmerce,
Community, & Econonmi c Devel opnment (DCCED), pointed out the AEA
works closely wth every organization participating in the
roundt abl e di scussi on. The AEA authored the first step of the
Al aska Energy Plan that is a high level |ook at energy and
energy solutions in Alaska. Furthernore, the AEA operates about
fifteen different prograns such as the bulk fuel |oan program
power project funding, and the Power Cost Equalization (PCE)
programas part of its w despread organization.

10: 35: 30 AM

CO CHAI R EDGVON recogni zed the presence of Joe Bal ash, Speci al
Staff Assistant for Energy and Natural Resource Issues, Ofice
of the Governor.

10: 35: 58 AM

MARI LYN LELAND, Executive Director, Al aska Power Association
(APA), noted the APA is the trade association for electric
utilities around the state; in fact, nmenbers of APA provide
power to over 500,000 Al askan residents.

10: 36: 33 AM

BOB PICKETT, Chairman, Regulatory Comm ssion of Alaska (RCA),
Departnment of Commerce, Community, & Economic Devel opnent
(DCCED), stated the RCA has been given broad authority by the
| egislature to regulate public wutilities, teleconmunications
common carriers, and pipeline «carriers. Furthernore, it
oversees over 650 Certificates of Public Convenience and
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Necessity (CPCNs) that are licenses for doing business in the

state. Annually, the RCA is involved in approximately $1
billion of regulated activity, all of which is deeply inpacted
by the <conditions of the energy market, the regulatory

framewor k, and changes t hereof.

10: 37: 43 AM

CHRI S ROSE, Executive Director, Renewable Energy Al aska Project
(REAP), informed the commttee REAP is a coalition of 65
organi zations around the state, including utilities, consuner
gr oups, envi ronnent al gr oups, Native or gani zati ons, and

busi nesses that all share the goal of increasing the production
of renewable energy and pronoting energy efficiency across the
state. He noted that many of the organi zations participating in
the roundtable are nenbers of REAP and opined the conmittee’s
questions "frane the issues that we need to deal with."

10: 39: 14 AM

GAEN HOLDVANN, Organi zation Director, Al aska Center for Energy
and Power (ACEP), University of Alaska Fairbanks, University of
Al aska, said the ACEP is an applied research program at the
University of Alaska (UA) that coordinates energy research

t hroughout the UA system This is a new program that also
i ncludes applied research in product testing at the UA Fairbanks
camnpus. Additionally, the <center explores hydrokinetics,

w nd/ di esel, geothermal, and bionmass technol ogies together with
energy storage, battery systens, transm ssion, and distribution
control

10:40: 10 AM

CO CHAIR EDGVON presented question one: Descri be your views on
whet her Al aska needs an energy plan and if so, the conponents
i nvolved in such a plan.

10: 40: 57 AM

MR. DAVI ES answered that Al aska desperately needs an energy plan
and its present oil and gas wealth should be used to create a
sustai nable Alaska that is not dependent wupon fossil fuels or
the inportation of |abor, nanufactured goods, and food supplies.
Furthernore, the followng four fundanental strategies are
needed within that plan: conservation, efficiency, and the
reduction of the demand for energy; a focus on devel oping both
local and regional renewable energy resources; a focus on
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conmbi ned heat and power and the co-location of greenhouses to
prevent energy waste; and a focus on |ocal mnufacturing and
agriculture, not j ust in urban areas, but to reach
sustainability in all of Alaska' s conmmunities.

10: 45: 00 AM

MR. BUTCHER opined the legislature and the governor have taken a
first step to address Alaska's denand for energy with the two

af orenenti oned prograns. Al aska Housing Finance Corporation
estimates that by the tinme it disperses all of its available
funds, energy efficiency wll have been inproved in 10-20
percent of the homes in Alaska by an average of 20-30 percent
per hone. He stressed =energy savings in residential

construction is a good place to start; however, there are
school s, public buildings, and commercial buildings that need to
be weatherized as well. M. Butcher related the Obama
Adm ni stration has asked for information on AHFC s prograns in
order to use them to serve as an exanple for the rest of the
nati on.

10: 48: 02 AM

V. KOHLER prefaced her conmments by saying that AVEC s
involvenent is with the rural electricity side of the energy
f ramewor k. She stressed that Al aska s vast geography and snall
popul ation generally preclude an energy plan |ike those for
ot her states. In the Lower 48, there are regional, statew de,
and national grids to nove power between comunities and this is
a fundanental difference from the situation in Al aska. She
of fered her energy vision for Al aska: To provide every Al askan
with reliable, safe, and affordable electricity that, to the
greatest extent possible, is environnentally benign. M. Kohler
opined the flaw in the current approach is searching for [ ocal
solutions that my not exist due to Alaska’ s isolated
popul ations; therefore, for the best solutions Al aska nust build
projects that produce the naxinmum benefit for population
centers, and then share those benefits wth rural areas by
anot her nmechani sm

10: 49: 58 AM

MR. CANNELOCS stated his agreenment with the other speakers, and
added two additional points. Firstly, the energy plan nust
include a nmechanism “for making hard choices ... and at the
other end of this there will be sone decisions and outcones.”
Secondly, there nust be a serious discussion about connecting
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comunities by interties. Thi s decision should be made not by
| ooking at power lines only from a cost-benefit analysis, but a
process of increnmental connections that would reap benefits and
opportunities in 10-30 years, as has happened in the Pacific
Nor t hwest .

10: 51:45 AM

MR, HAAGENSON stressed the inportance of a successful plan that
engages Al askans in the solution. This includes educating
residents on efficiency, electricity, heat, transportation, and
how each region can participate. At some point the state nust
| ook at integrated resource plans that could fund | arge projects
in each region such as the Railbelt, Southeast, and rural

Al aska. I nnovative systens that connect regions together make
sense in the long-term and can be developed wth creative
thinking specific to the needs of Al askans. Furt hernore, M.

Haagenson pointed out that energy costs are part of the economc
devel opment picture.

10: 55: 50 AM

M5. LELAND agreed that everyone in the state would say Al aska
shoul d have an energy plan. In fact, APA requested the governor
create an energy departnent at the cabinet |evel. I n addition

APA menbers feel private business organizations do not have the
resources or expertise to develop all phases of an energy plan

but can contribute expertise in their fields. She further
agreed that the energy plan needs to include all sectors brought
together and |ooking at the state as a whole. Speaki ng from

personal experience, M. Leland stressed the inportance of
consuner education as she was very surprised at how nuch energy
is saved by replacing appliances that are not “Energy Star”
r at ed.

11: 00: 27 AM

MR. PICKETT strongly stated his and the RCA s support for the
devel opnent of an energy plan. Hi s experience with federal and
state planning processes is that sone processes are, in essence,
acadenm c exercises that gather information but do not result in
any changes. Pl anni ng processes with a mandate tied to funding
can be good; in fact, plans need to have a nmechanismto identify
what is inportant and how funding will be applied. For exanple,
grant awards have evaluation criteria to establish the basis on
which decisions are made and nechanisns for f eedback,
performance neasures, and annual reporting. He agreed with M.
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Haagenson that success takes people, organizations, and adequate
resour ces. Furthernore, organizational capacity in Alaska is
very uneven | eaving sone communities and regions wthout as many
opportunities as others.

11: 04: 36 AM

MR. ROSE opined that Al aska s energy plan needs to be a 50-year
vision that can be revisited as the world demand for energy

changes. As nmuch of the world is still dependent on fossil
fuels, the price of oil and gas will keep going up. |In order to
attract future investnent and residents, Alaska needs to have
“flat-priced power”. He agreed with the need for regional plans
because each region is disparate and unconnected, and that the
bottom line nust be efficiency in order to get the best
investment in the long run. Alaska is rich with renewable
resources such as geothermal and w nd; however, the resources
are often “stranded” by distance. M. Rose then turned to the

subject of agriculture and advised that 98 percent of Alaska's
food cones from out-of-state, averaging a shipping distance of
5,000 mles. He pointed out that food is energy for humans, and
as part of the energy chain, the supply can be cut off.
Furt her nore, M. Rose recomended that energy efficiency
policies and a regulatory structure, in addition to plans and
visions, are required to incentivize renewabl e energy and energy
ef ficiency. Finally, the inclusion of conmponents such as
wor kf orce  devel opnent, t echni cal assi st ance, denonstration
projects, and research and devel opnment are necessary to devel op
a plan unique to Al aska.

11: 09: 28 AM

M5. HOLDMANN expressed her belief in the need for a state energy
pl an. However, nmuch of the discussion is focused only on
reduci ng the cost of energy; however, her view is that energy is
a tool that can be used to create wealth for the state and its
residents. A long term goal should include Al aska's future role
in the world when it may not be the renbte outpost it is today,
but a strategic shipping location for the exportation of value-
added products. She would like to address the follow ng issues:
the disparity between rural and urban energy costs; encouraging
private sector i nvest ment W th | ong-term pl anni ng; and
incentivizing preferred technology. M. Holdmann added that the
devel opment of large scale regional projects around the state
requires a state energy plan.

11:13: 35 AM
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CO- CHAIR EDGMON opened the discussion to include conmttee
menbers.

11:14: 05 AM

CO- CHAIR M LLETT noted that the role of energy conservation was
part of alnost every speaker's comments. She asked for further
i nformati on about AHFC s weat heri zation prograns.

11:14:45 AM

MR. BUTCHER infornmed the conmttee that there was concern that
funding for both of these prograns would be “sucked up by the
urban areas.” To prevent this, allocations were established for
different areas of the state in order to reserve funds for the
| ater applications expected from rural areas. In addition,
all ocations were judged not only on population, but also on
heating degree days and the price of fuel. Funds for the
weat heri zation program initially allowed for inprovenents to
about 600 hones. This year 1,800 homes were weatherized, and
during the 2009 «construction season 3,000 homes wll Dbe
i mproved. The Energy Rebate Program has received 8,500
applications wth the pre-rating by a home energy rater
conpl et ed. After the recomended work is done, if the energy
rating of the honme is inproved by one step, the home qualifies
for a one-time rebate from AHFC of $4,000. Addi t i onal
i mprovenents can qualify a hone for a rebate up to $10, 000.
Anchorage and Fairbanks currently have an excess of raters, and
AHFC established a “roving rater” position to conplete ratings

in rural areas, in addition to the rural rater training
progr ans. M. Butcher noted that the drop in oil prices has
slowed the rate of applications, but AHFC wll continue to

encourage residents to have an energy rating and nake their
homes nore energy efficient regardless of the price of oil.

11: 20: 23 AM

CO CHAI R EDGVON asked whet her conservation is playing a role in
energy planning in Alaska at this tine.

11: 21: 37 AM

MR. DAVIES stated his belief that through the AHFC prograns,
conservation is playing an active role as the energy savings
rate in Alaska is between 20-30 percent and the national average
for weatherization progranms is 22 percent. However, he
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expressed his concern that Al aska needs to think nore about how
to use those resources nore effectively and raise the goal to 50
percent savings. In addition, it is time to establish energy
standards for public and conmercial buil dings.

11:23:16 AM

M5. LELAND agreed with the aforenentioned goal. However, she
said, “but | think on the electric usage, | think that we stil
have a long ways to go.” In Anchorage, Chugach Electric and
Anchorage Municipal Light & Power (AML&P) are pronoting the use
of conpact fluorescent light (CFL) bulbs by teaching consuners

how to use themto save electricity. She stressed the need for
nore consuner education on el ectric usage.

11: 24: 57 AM

M5. KOHLER stated that conservation in the household is already
very evident in the conmunities served by AVEC. In fact, in the
last few vyears, the average residential nonthly usage of
electricity has been reduced from 397 kilowatt hours per nonth
(kWwa/m) to 390 kWh/ m The consunmers are squeezing everything
out of their electrical energy dollars and their heating fuel

dol | ars al so, al t hough she guesti oned what t he cost
effectiveness of that investnment is going to be. Even when
energy use is reduced, the cost per wunit is still extrenely
expensi ve. Regardi ng consunmer education, she described an
information booklet that will be distributed to AVEC s nenbers.
Furthernore, AVEC is installing new neters that wll allow
consuners to see their energy consunption. Ms. Kohl er

encouraged the use of state noney to support prograns such as
met ering i nprovenents and consuner educati on.

11:27:56 AM

MR. DAVIES agreed that inproved nmetering systens are “one of the
nost cost-effective things you can do.”

11:28: 17 AM

MR. CANNELOS strongly encouraged the adoption of basic design
standards for public facilities, such as school s.

11: 28: 50 AM
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M5. KOHLER pointed out the electrical bills for the two or three
new schools built in the AVEC service area “throws their entire
[ school] budget out of kilter. | do wonder who designs these
facilities and who is estimating what the energy load is going
to be?”

11:29: 40 AM

MR, HAAGENSON agreed with M. Kohler and suggested the use of
“life cycle cost analysis (and) throw operating cost in the m X,

and not just ignore (operating cost). Once a building is built
the comunity must absorb the cost, and designers do not
recognize the burden that is placed on the community. He

encouraged “nore thinking like Cold Cdimate (Housing Research
Center) is doing for Al aska today.”

11: 31: 49 AM

MR. ROSE pointed out that transportation consunes a huge anount
of energy statewide in the form of diesel and gasoline. He
stressed the value of public transportation and the use of
el ectric vehicles in areas such as Sitka and Juneau.

11: 33: 03 AM

M5. HOLDMANN stated that there is also room for inprovenent in
energy efficiency on the production side by inprovenents to
generators and generating systenms, and by capturing waste heat
to use for beneficial purposes.

11: 33: 34 AM

REPRESENTATI VE JOHANSEN observed that the funds appropriated to
AHFC got the weatherization program underway wthin one year;
however, weatherization prograns to conserve every Kkilowatt of
electricity and gallon of fuel should also be part of the |ong
term big picture plan. He then asked when the energy aspect of
AHFC s policies was inplenented as energy efficiency is not
found in the findings and purpose statutes or the general powers
and limtations of the corporation except for the energy
conservation added with the integration of the State Housing
Authority in 1992.

11: 36: 31 AM

MR. BUTCHER explained that in the late 1980s and early 1990s
there was an econom ¢ downturn and AHFC forecl osed on thousands
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of abandoned hones. Many of these houses were poorly
constructed and could not be resold wthout inprovenents. Thi s
resulted in the passage of the ©bill for building energy
ef ficiency standards (BEES) and any house constructed afterward
must be 4-Energy Star rated or above in order for AHFC to buy
t he nortgage. He opined this legislation played a significant
role in inproving energy efficiency for new construction
t hroughout the state.

11:38:41 AM

REPRESENTATI VE JOHANSEN surmised that AHFC s involvenment wth
energy efficiency began through its home | oan program

MR. BUTCHER agr eed. Furthernore, in terns of being “the energy
agency, that’s just been sonething that was decided, probably in
the governor’s office years ago ... for whatever reason it was
decided to be AHFC and ... the [U. S. Department of Energy] nopney
just gets passed through us.”

11:39: 29 AM

CO- CHAIR M LLETT asked whet her Al aska shoul d nake changes to its
energy governnent structure. She noted that Al aska s federal
energy stinmulus noney was distributed through AFHC, which is a
housi ng authority, and then to AEA

11:40: 16 AM

MR. BUTCHER observed that nuch of the stinmulus noney belongs
with AHFC for the weatherization program However, there
definitely needs to be a focus on a plan. Al t hough AHFC is
famliar with the residential energy code, AEA has the expertise
wi th comrercial and public buildings.

11:41: 34 AM

MR. HAAGENSON explained that AEA and AIDEA are now separate
entities. In response to Co-Chair MIllett, he said AEA and
AlDEA are governed by separate boards nade up of the sane
peopl e.

11:42: 46 AM

CO-CHAIR M LLETT clarified that AEA and AIDEA share the sane
board that serves two m ssions.
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11:43: 17 AM

MR. PICKETT recalled that he was responsible for the nanagenent
of 7,000 foreclosures outside of Anchorage and noted that the
quality of construction of residential housing in Al aska has
substantially inproved. Regarding the responsibilities of AHFC
he recalled that the legislature “weighed in” when AHFC was
merged with housing progranms within the fornmer Departnment of
Community and Regional Affairs, and with the fornmer Al aska State
Housi ng Aut hority.

11:45: 14 AM

REPRESENTATI VE TUCK described his experience with a six-year
long-term plan while serving on a school board. He suggested
that the state energy plan may set goals for 25 or 50 years with
reviews scheduled every 3 or 6 years to allow for any needed
nodi fi cati ons.

11:47: 08 AM

REPRESENTATI VE BUCH asked M. Rose for details on flat priced
power .

11:47: 39 AM

MR. ROSE explained that flat priced power neans that because
there are no fuel costs associated with renewable energy, the
up-front costs of the capital are known, and the operating and
mai nt enance costs are predictable, so the cost of the power can
be predicted and will not rise with increases in fuel cost.

11:48: 06 AM

REPRESENTATI VE GUTTENBERG descri bed the difficulty in devel oping
a plan that turns into policy and is then inplenmented with each
of the conponents such as, in-state gas wuse, building the
Susitna dam renewable energy, or transportation costs. He
expressed his belief that the public is waiting for the
governnment to act and questioned how to inplenent what the
| egi sl ature and governor need to do to join the conponents and
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“get sonething done.” Representative Guttenberg agreed with M.
Hol dmann that “energy is the tool to create wealth.”

11:49: 56 AM

REPRESENTATI VE JOHANSEN directed attention to a handout from
Percy Frisby, Tribal Energy Director, Tlingit & Haida Central
Council in Juneau. He noted that the handout is the perspective
of the Tlingit & Haida Central Council and not the energy plan
for Sout heast Al aska devel oped by Sout heast Conference.

11:52: 40 AM

The committee took an at-ease from11:53 a.m to 12:04 p. m

12: 04: 24 PM

CO CHAI R EDGVON presented question two: Di scuss the state of
energy governance in Alaska and ways you would suggest to
i nprove it.

12: 05: 28 PM

MR. PICKETT observed that energy governance in Alaska is very
disjointed at the state level. For exanple, when basic resource
guestions are involved, several state agencies wth “rather
narrow [eyeglasses]” |ook at the issue. Energy governance
processes also draw in nore public sector participants than
private sect or partici pants, and he encour aged nor e

participation fromthe private sector viewpoint.

12: 07: 02 PM

M5. LELAND agreed with M. Pickett that energy governance is
disjointed at the state |evel. On the governance |evel of the
over 100 individual electric utilities, she stated that the
majority of consuners in Alaska buy their power from nenbers of
the APA and APA provides a forum to work together and share
i nformati on. However, there needs to be nore coordination
between utilities.

12: 08: 18 PM

MR HAAGENSON described his experience wth cooperative
utilities. He observed that |ocal control nust be balanced with
the *“bigger picture”. In the Lower 48, wutilities include
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generation and transmi ssion for econony of scale and better
financing; however, in Alaska, utilities remain single, silo-
type utilities in order to maintain |ocal control

12:10: 01 PM

MR. CANNELCS urged the adoption of an overarching policy that
acknow edges that nmuch of Alaska lives wth third world
conditions and that wll end disparities through energy,
wor kf orce devel opnent, and inprovenents to transportation. He

said he was encouraged by the recent governnent forum bringing
the state conmm ssioners and nost federal agencies together tw ce
per year to discuss nutual issues.

12:11:17 PM

M5. LELAND interjected that utilities in Alaska are 91.9 percent
public power, thereby giving consunmers an opportunity to be part
of the governance process. She said she was pleased to announce
that the first joint neeting of the Railbelt wutilities is
schedul ed for April, 2009.

12:12: 07 PM

M5. KOHLER pointed out that Alaska has about 150 wutilities
serving a popul ation of 680,000 residents. Five large utilities
serve 75 percent of the total population, |eaving an average of
1,200 residents owning and operating a generation plant at each
of the remaining utilities. She expressed her belief that the
state is doing its citizens a great disservice by failing to
ensure that reliable electricity is available to each citizen at

a reasonabl e cost. No community of a few hundred people should
be required to maintain its own generation plant. Ms. Kohl er
sai d:

The G&T should absorb all of the utility generating
assets in Al aska. The electricity should then be sold
back to the wutilities which wuld then becone
distributing utilities like they are in the Lower 48.

And then they would sell it to their customers. Al
utilities should be able to buy the generated power at
the same cost ... and then they add their own

distribution and administration costs on top of that
to send it around the state..
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Ms. Kohler continued to explain that the regional generation of
power creates the politics of separation that force smal
regions to fight for the snmall anmount of noney avail abl e.

12:14: 56 PM

MR. BUTCHER clarified that by his previous comments he did not
mean to inply that the l|egislation proposed by Representative

Gara is “confused.” He related his previous experience worKking
on the state budget and noted that there is often conpetition
between utilities for state funds. M. Butcher expressed his

appreciation for legislative comrttees that provide a forum for
all of the parties to “get together to solve a problem?”

12: 17: 29 PM

MR. DAVIES agreed that governance for energy issues is clearly
too fragmented at the highest of levels, with each state agency

acting as a “silo”, not to nention how that fragnentation
affects the function of each of the cooperative and nunici pal
utilities. He proposed two possible answers: create a new

state agency that has this responsibility throughout the state,
or create a cabinet level task force structured to include broad
input from the relevant agenci es, the |egislature, t he
utilities, the nunicipalities, and the private sector, to ensure
that the task force can come to a policy fruition. He said he
did not advocate for the first answer. However, he does support
a task force with a nmandate from the governor and participation
fromthe |egislature. M. Davies stressed that directives from
a task force “at the top” can create the highest |evel policy
statenent that can then be passed on to the agencies and
affected parties. He concluded that this was “the only way that
we can have the coordination that we need, is to have that
cabinet level task force that involves ... the appropriate
agencies from the executive side but also active participation
fromthe legislative side so that we can put together sonething
t hat everybody can agree on and nove forward with.”

12: 20: 35 PM

MR. ROSE stated his personal opinion that the discussion is
about two things: governance on the state |evel and governance

on the utility Ilevel. The situation on the state level is
fragnmented because different agencies are responsible for
simlar tasks; in fact, it is difficult for a business in an

energy related field, and especially for the average person, to
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figure out “who’s doing what at the state |evel.” Even nore
difficult is the issue of the utility governance. For exanpl e,
utilities are located in different regions; many utilities are
managed by lay persons elected for a short term and snaller
utilities suffer from economes of scale. He recommended
| ooki ng for solutions by studying actions taken by other states.

12: 24: 36 PM

REPRESENTATI VE JOHANSEN stated his agreenment with M. Davies.
He then asked whether Alaska could avoid conpleting regionally
for state and federal resources. For exanple, Southeast wll
benefit nost from the devel opnent of hydroelectricity (hydro),
whereas hydro is not the best solution for other regions.

12: 26: 50 PM

M5. KOHLER agreed that as long as there is the regional approach
there will be conpetition for state dollars; however, if all of
the generating assets of the state were owned at the state |evel
by a single organization, all of the energy dollars would be
focused on the project that delivers the nost benefit into the
system as a whole. At that point the benefit would be
transm tted throughout the state, instead of $40 million spent
on one comunity of 800 residents.

12: 28: 10 PM

MR. HAAGENSON pointed out that transmssion lines over |ong
di stances are extrenely expensive. He stated his support for
[ power] operation as individual conmunities with a regional
wor kf or ce perform ng mai nt enance.

12:29: 05 PM

MR. DAVIES stressed that regional conpetition was one of the
reasons the governance nust be at a high level wthin state
government. It is also necessary to have a nechanismw thin the
energy policy to make hard and transparent decisions about the
al l ocation of resources since there will always be conpetition.

12:30: 16 PM

REPRESENTATI VE JOHANSEN observed that wthout institutiona
back-up behind requests for funding, |egislative allocations are
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soneti mes decided by “who is sitting in the finance [committee]
chair.”

MR. DAVI ES agr eed.

12: 31: 26 PM

REPRESENTATI VE DAHLSTROM war ned agai nst the creation of a single
entity that would take away a consuner’s choice for power,
water, or cable service. She recalled the “phone wars” and
conpetition between Chugach El ectric and MEA

12:32:49 PM

REPRESENTATI VE JOHNSON expressed his wunderstanding that the
di scussion was not about creating three or four separate
regional entities, but an entity simlar to the Departnent of
Transportation & Public Facilities [ DOT&PF] , Wi th one
conmi ssi oner that manages regions wthin one departnent.

12: 35: 00 PM

CO CHAIR EDGVMON agreed with the conparison. He then comrented
that regional conpetitions, like urban versus rural and majority
versus mnority, are but one of the disputes dealt with by the
| egi slature. He requested further corments from panel nenbers.

12: 35: 59 PM

MR. PICKETT informed the conmttee that the RCA economcally
regulates only 32 of the 150 electric utilities in the state;
however, the RCA does issue the Certificate of Public
Conveni ence and Necessity [CON] regarding the utilities’ fitness
and ability to provide. The RCA is then in the position of
regulating a utility wthout authority over the wutility's
operation wuntil there is a problem Furt hernore, over $2
billion in state and federal nonies has been invested in rural
power systens, based on a supply of electric power that sone
villages struggle to generate. He warned of the severe risk,
even though villages receive sone support from AEA and the
Department of Commerce, Community, & Economic Devel opnent
( DCC&ED) . M. Pickett explained that there are about 15
villages struggling to maintain their power generation, and sone
are not receiving Power Cost Equalization [PCE] noney sinply due
to the failure to properly apply. He described the situation in
Adak, where the comunity was left with the responsibility to
manage the power plant after the naval base was cl osed.
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12:39:18 PM

M5. KOHLER responded to Representative Dahlstrom and poi nted out
that many comunities do not have a choice for their power
supply now. A single entity generating electricity would supply
power to each community, and then the local plant would
distribute the electricity. She restated her belief that the
best long-term solution is one self-sustaining entity,
delivering the best value, and passing along its benefit
t hroughout the state.

12:40: 40 PM

CO-CHAIR M LLETT, regarding the task force suggested by M.
Davi es, opined that the |legislature has formed many task forces,
and al though sone make solid recommendations, they do not have
the authority to act. At this time, there is not “a one-stop
shop for energy” information from any state agency and rural
residents are unsure where to go for assistance. For a probl em
of this scale, she asked about re-aligning government with the
authority and policy to adm nister.

12:42: 53 PM

MR. DAVIES acknowl edged that both solutions have strengths.
However, he opined that a lot of energy would be spent re-
arranging and creating a new departnent that could be better
spent solving the problem Mor eover, the devel opnent of an
energy plan and the creation of a vision and the policies that
follow are short-term enterprises; a taskforce with a nmandate
from the governor is the best and quickest way to get the
probl em sol ved.

12:44: 24 PM

MR. BUTCHER enphasized the governor’s action to put AEA at
cabinet level and said it was a step in the right direction.
However, due to the nunber of decisions to be made, and the
separate pieces of legislation to be dealt with, a taskforce nmay
be nore capabl e than AEA.

12:45: 33 PM

M5. KOHLER expressed her desire to be part of the solution.

12:45: 49 PM
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MR. CANNELOCS opined that AEA is under-resourced for the task it
al ready has.

12: 46: 03 PM

MR. HAAGENSON sai d:

Governance is a tricky thing ... How do you tel

sonebody through a paragraph what you want to have
come out of the other end of the chute? It’'s hard to
wite policy, it’s hard to give that direction, it nmay
make nore sense to actually have a person who says,

“Here’s where we’'re going.” ... | think what you are
westling with is how do you tell sonebody to go on a
specific mssion with a broad direction?... That’ s

the challenge of the legislature all the way down to
every board of every utility in the state.

MR. HAAGENSON further explained that Admnistrative O der
No. 249 directed state governnental agencies to work
together better regarding econom c devel opnent, of which
“energy is a piece of the econom c devel opnent puzzle.”

12: 47: 36 PM

M5. LELAND re-stated that APA is on record recommending a
cabinet |evel energy departnent. She pointed out that the
present system wherein all of the wutilities conme to the
| egi slature to request funding, whether for sinple inprovenents,
or for very dire needs, forces conpetition. An energy

departnment can set the highest priorities and that is sonething
that is not being done now.

12:49: 04 PM

MR. PICKETT expressed his belief that the AEA should be the
cabi net |evel departnent and the focal point for energy planning

and for nmanagi ng energy prograns. He concurred that AEA is
understaffed and would need nore resources to acconplish its
m ssi on. Furthernore, Al aska should develop a set of guiding

principles to evaluate energy activities, including performnce
neasures for accountability purposes. M. Pickett turned to the
greater Railbelt energy and transm ssion |egislation and opi ned
that it is probably the nost inportant legislation this
| egislature will deal with and tinme is of the essence.
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12:50: 23 PM

MR. ROSE agreed that there are two choices: consol i dation
within the governor's office or consolidation within a state
agency. He observed that consolidation within the governor’s

office is a short-term solution; however, his personal opinion
is that the long-term solution is for a cabinet |evel energy
departnment with expert staffing.

12:51: 55 PM

REPRESENTATI VE JOHNSON expressed his hope that those present
today will have the resolve to advance the ideas presented, no
matter what the price of oil. He said, “Then when we | ook back
our grandkids can say, ‘Those guys did what they should have
done, under adverse circunstances’.... That we don’t | ook back
on it in a year or two years and say, ‘Watever happened to that
nmeeting that Saturday that was so good?” He concluded by

saying, “Let’s have the courage to finish.”

12: 54: 22 PM

REPRESENTATI VE JOHANSEN re-stated his point that a taskforce is
a reactionary solution that can be dissolved by an executive
decision at any tine. These are a long-term issues - FERC
permtting for a dam takes 15 years - that require long-term
daily attention beyond the scope of a taskforce.

12:57: 20 PM

CO- CHAIR EDGVON advised that today the core elenents of
gover nnment services such as health, transportation, or
education, also include the critical need for energy. This is
the time to recognize providing energy will take a lot of effort
and noney on the part of the state. Bush residents report that
their communities wll not survive another wnter |ike |ast
year. Co- Chair Edgnon then presented question three: Di scuss

the strengths and weaknesses in the regulatory framework that
governs energy in Al aska.

12: 59: 32 PM

MR. PICKETT described sonme of the challenges of regulation such
as balancing the interests of disparate parties and “gaps” in
the Al aska statutes governing the regulatory system The rate-
maki ng nodel for economcally regulating utilities is tine-
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consunmi ng, very expensive, and can be frustrating. Rel ati ng
these regulations to the larger electric utilities has been
hi ghly contentious, and prone to litigation and hard feelings.
He expressed his hope that the [Geater Railbelt Energy and
Transm ssion Corporation] legislation will be a benefit to the
utilities and the state. M. Pickett spoke about m sconceptions
regarding the responsibilities of the RCA, particularly wth
i ssuance of CONs, and clarified that sonme utilities are exenpt

from cost regulation by statute or by FERC In fact, in 2002-
2003, the Village Safe Water Program [VSP] was concerned about
the capacity of smaller water and sewer utilities. As the

utilities were technically exenpted, the funding source only
required that wutilities apply for provisional certification.
During the past five years, the certifications were not
conpl eted, and now the RCA nust decide on the certifications for
ten comunities. The question as to whether there is protection
for those communities 1is quite debatable. Fur t her nor e,
addi tional work needs to be done on the regulations for entities
produci ng power, as the present nodel does not nake sense and
does not work.

1: 04: 05 PM

M5. LELAND inforned the committee that she has been involved
with the RCA on the net netering issue. She commended the RCA
for holding workshops for all of the interested parties and
surm sed the workshops are |eading to an agreenent on the issue.
Unfortunately, the anmount of processing tine the RCA needs to do
its work is a weakness. Regarding her interaction with the
Departnent of Transportation & Public Facilities (DOT&PF), she
related her suggestion for using a negotiated rul emaki ng process
or wor kshops for public cormment was rejected by the departnent.

1: 07: 01 PM

MR. HAAGENSON understood the RCA is trying to balance the health
of the wutilities with low cost to the consuner. It is a
controversial position, and a “terrible position for them to be
in, but they do it very well.” As Conm ssioner Pickett
nmenti oned, regulations addressing independent power producers
(I PPs) guarantee that when there is state grant noney going into

a power project, the project will result in a public benefit.
Recalling his experience with cooperatives, M. Haagenson noted
that cooperatives are not regulated in the Lower 48. He

concl uded that the RCA has strengths and weaknesses.

1: 09: 43 PM
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M5. KOHLER noted that AVEC is not economically regulated by the
RCA. However, from her previous work experience, she said the
RCA must sit in judgnment in rate cases and “utility wars”. Her
perspective from rural Alaska is that the RCA bends over
backward for non regulated utilities and makes an effort to
bring non conpliant wutilities into conpliancy. On the other
hand, the commssion “is spread too thin” and loses its
experienced staff to the utilities.

1:11: 48 PM

MR. BUTCHER expressed his belief that the state is |ucky to have
M. Pickett as comm ssioner of the RCA

1:12:13 PM

MR. DAVIES agreed that the statutes governing the RCA work
reasonably well. However, wth respect to the issues of the
energy plan and energy efficiency, the utilities do well wth
the supply side but not with conservation. |If the utilities and
the RCA beconme involved in permtting or requiring system
benefit charges, that wll require policy guidance from the

state. He expressed further concern, not about the framework of
the regul ations, but about the |ack of policy guidance regarding
energy efficiency.

1:13:49 PM

MR. ROSE stated that REAP does not have direct involvement with
the RCA. Assuming there will be [a new state energy policy], it
will be inportant for the regulatory framework to fit the new
vision to put energy efficiency first. In addition, it is
important for the RCA to have sufficient tools to put
externalized <cost on sone fuels wuntil there is federa

regul ati on on carbon. It is inevitable that these fuels wll

have a higher price. Lastly, the RCA nmust have the resources to
forecast fuel prices for new projects.

1:16: 46 PM

REPRESENTATI VE TUCK stated the inportance of regulations that
set the foundations to bring energy costs down, provide
services, and nmake it so famlies can survive and businesses can
flourish. There must be a centralized structure to provide
water and the transm ssion of power for the benefit of all.
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Hi storically, the United States becane a superpower largely
because of its investnent in a system of railroads envisioned by
Presi dent Lincoln. In a simlar manner, Alaska s econony wll
benefit from its investnment in an energy system Furt her nore
Al aska can lead the nation by stinulating its econony through
weat heri zation and nore efficient sources of power. He pointed
out that from 1991 to 2007 there was a 30 percent increase in
the demand and supply of electricity. However, due to
deregul ation, there was an increase in transmssion [lines] of
only 10 percent. Representative Tuck stressed that all sources
of energy, including renewable energy, nust be transmtted, and
l[imted transm ssion systenms result in blackouts. Al aska needs
regul atory certainty to get new sources of power to its
popul ati on. He concluded that the success of this vision wll
rely heavily on the RCA

1: 20: 20 PM

REPRESENTATI VE EDGMON presented question 4: Discuss how the
state should address the <challenge of providing affordable
energy in both urban and rural Al aska.

1:21: 09 PM

MR. DAVI ES advi sed the state nust devel op a coherent energy plan
for all of Alaska that has a clear cabinet |evel presence,
either as an agency or a taskforce, and that has policy guidance
from the |egislature. Secondly, he recomrended using a process
equi valent to an integrated design process. He expl ai ned that
an integrated design process in construction brings all of the
parties, including subcontractors and suppliers, along wth the
owner, architect, builder, and users, together at the outset for
col l aboration before <construction decisions are nade. He
described this as a circular, rather than linear, process and
suggested this “holistic” view can be applied to the energy
needs of a building, a neighborhood, or a conmunity. Regar di ng
rural Alaska, M. Davies urged the state to provide tools to
assist villages wth their energy plans beyond providing
information about the resources avail able. For exanpl e,
providing assistance with grant applications, and evaluating
unproven systens through applied research and devel opnent prior

to their installation in the Al aska environnment. Next, the
state must provide capital for infrastructure inprovenents to
energy systens. Lastly, state programs nust foster |ocal

manuf acture and agriculture, enphasizing the wuse of |[ocal
materials and | abor, in order to strive for sustainability.
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1:27:28 PM

MR. BUTCHER observed that the size of the state inhibits
residents from sharing goals. Wil e serving on the governor’s
gas line team he realized that residents in Sitka and Ketchikan
did not see how the gas line would benefit them since it would
not reduce energy costs or provide jobs in Southeast. On the
ot her hand, the increased cost of energy has raised the |evel of
urban areas understanding of rural energy problens. The result
is that Al askans are beginning to relate to one another better.
The other issue is the difference between short- and |ong-term
goal s; energy efficiency can begin imedi ately whereas deci sions
al so need to be nade now for projects ten or fifteen years away.

1: 30: 13 PM

M5. KOHLER infornmed the commttee she is currently paying 14.2
cents per kWi, Marilyn [Leland] pays a little over 10 cents,
Fai rbanks residents pay 23 cents, Sitka residents pay 8.5 cents,
Juneau residents pay 10 cents, Barrow residents pay 8 cents, and

in Anbler, a business pays alnost 80 cents. This incredible
disparity is wunique to Al aska. The rural percentage of
consunption is so small, its voice is not heard. She re-stated
that her concept of all generation sold at the sane cost across
the state would result in a very small increase for urban areas.

Regarding heating fuel, she stated a village honeowner pays 10
times the cost of a Btu in Anchorage. There is a need to | ook
at the large picture of energy consunption across the state to
nmake a nore equitable solution. Sonme areas of the state have
alternative sources for fuel but the rural areas do not. MVs.
Kohl er concluded that electricity is a basic human necessity and
shoul d be provided at a reasonabl e cost.

1:33: 09 PM

MR. CANNELOS gave exanples of state and federal capita
projects. |In Ft. Yukon, the Denali Conmm ssion recently opened a
clinic and other [state] agencies are inproving water and sewer
systens, roads, the airport, and housing. However, now the
village does not have sufficient el ectricity generating
capacity. He wurged governnent communication through sone
mechanism to avoid “these train wecks.” In Stevens Village, a

wat er and sewer system that was too expensive for residents to
pay for was cancelled when the agency and the tribe |ooked at
the situation honestly. M. Cannelos stressed that state
agenci es nust fund projects with payback, such as sinple noorage
systens in the Yukon, Kuskoquim and Koyukuk rivers that wll
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enable fuel barges to tie up and prevent damage to |and and
fish. Lastly, he noted that Al aska nust be ready for *“good
surprises” and “gane changers” such as high voltage direct
current.

1: 36: 31 PM

REPRESENTATI VE JOHANSEN related his experience with the Swan-
Tyee Intertie. Costs were greatly reduced when the project
coordinated with existing DOI&F road projects. He concl uded
that the citizen/consunmer ultimtely benefits when agencies team
up and save noney.

1:38:15 PM

MR. HAAGENSON presented two viewpoints: the pipeline is great
for Alaska, but not for Al askans; the bullet line is good for
Al askans, but not for Al aska. He asked whether the state can
share the wealth wthout increasing the “passiveness” of its
residents. Today’s econom ¢ nodel nust change. He urged

Al askans to begin |looking at the long-term supplies of fuel and
to anticipate increased costs and shortages; in fact, Anchorage
has only five nore years of a cheap supply of natural gas. He
supported directing state funds toward building infrastructure,
with the operating costs after construction paid by |ocal users.
M . Haagenson read from Admi nistrative Oder 249, “Al aska needs
to learn how to retain wealth.” He then gave the exanple of
federal noney that cane into the state for a project but was
imediately wused to purchase hardware from Vernont. M.
Haagenson turned to the subject of reducing inports of energy,
food, technology, Iabor, and |eadership. He opined that
reducing inports is the way to grow Al aska’ s econony. At the
same tine the state needs to export val ue-added products instead
of raw materials. He concluded that all of these ideas need the
participation of ®“an actively involved Al askan, not a passive
Al askan.”

1: 42: 28 PM

MS. LELAND expressed her belief that the state needs an energy
departnment at the cabinet level; this departnment needs to be
charged wth creating a successful energy plan, educating
Al askans on energy conservation, coordinating state agencies,
prioritizing energy needs statewide, and coordinating the
research and devel opnent of energy products. She al so nentioned
that the Alaska Natural Gas Devel opnent Authority (ANGDA) is
creating a gas supply cooperative for the Railbelt wutilities.
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She advised that this needs to be done for the entire state so
in times of high prices “fuel hedging” would be possible.

1:45: 21 PM
MR. PICKETT added that the reliability of energy should be

considered in addition to affordability. Al aska’s geography is
different conpared to the Lower 48 in that the state is isolated

from the Lower 48, and isolated wthin itself. He doubted
whet her the state is prepared to respond to a |loss of the supply
of any product that can becone a matter of Ilife and death.

Furthernore, he stressed that the state’s conmtnment to this
issue should survive from one admnistration to the next;
otherwise, the issue returns year after year “like it never
happened.” G ven the aging of the state’'s infrastructure, delay
is not an option. M. Picket stressed that the Railbelt
| egislation nust be addressed as the wutilities mnust nake
decisions now, or the RCA will require themto nmake decisions on
capital plans as individual entities. He concluded that this is
an historical opportunity that nmust not be m ssed.

1: 48: 09 PM

MR. ROSE urged the commttee to consider that energy is the nost
inmportant issue in the state; in fact, wthout energy Al aska

cannot have a vibrant econony and sone villages will have no
econony at all. He suggested starting with restructuring the
governance, |ooking at regional planning, and developing a
vision; these are things that can be done now along with energy
efficiency neasures. In the long-term renewable energy will be
an inportant factor as it wll stabilize the rate for
electricity. As far as heat and transportation issues, there
are new possibilities being devel oped such as bio nmass, solar
thermal, tidal and wave, and hydroelectric. M. Rose stressed

the inportance of diversity and warned that even with a pipeline
bringing a new supply of natural gas, there is no way to know
what the world price of gas will be. Probl ens uni que to Al aska
i nclude: diversification; transm ssion systens; limted dollars;
econom es of scale; and long distances. A vision and |ong-term
policies will stabilize the atnosphere for oil conpanies and
busi ness investors. In order to expand the renewabl e energy
grant program nore |oans and technical assistance are needed.
He supported research and devel opnent and pointed out that
systenms nust be specific to Al aska, especially in rural areas.
M. Rose re-stated his support for workforce devel opnent,
i ncreased manuf act uri ng and agriculture, bl ended val ue
investing, and in-state investnment of the Al aska Pernmanent Fund.
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He concluded that wth the right vision, Al aska has the
resources and the noney to be a world | eader.

1:54: 23 PM

CHAI R EDGVON comrended the panel on their participation. He
asked for final comments fromconmittee nenbers.

1:55: 05 PM

REPRESENTATI VE M LLETT expressed her appreciation to the panel
menbers and to others who have contributed. The energy
commttee has the direction it needs to continue its work during
the interim

1: 57: 02 PM

CHAIR EDGVON encouraged participants and others to submt
comments in witing.

1: 57:19 PM

REPRESENTATI VE  TUCK al so appr eci at ed t he deep passi on
partici pants have for the future of Al aska. He re-stated the
need for a vision, quick action, retaining wealth, creating
weal th, and | ow cost energy. He noted the increased potential
for manufacturing in Al aska such as the shipyards in Southeast,
and devel opnents by the University of Alaska in science and
t echnol ogy.

2: 00: 10 PM

REPRESENTATI VE JOHANSEN asked for nore information on the
econom ¢ devel opnent conm ttee.

MR. HAAGENSON responded that the |egacy team organized by the
governor i s working on an overvi ew of econom c devel opnent .

2:01: 11 PM

REPRESENTATI VE JOHANSEN expressed his appreciation for the work
of the panel and of the energy committee co-chairs.

2:02: 01 PM

REPRESENTATI VE DAHLSTROM agreed with the comrents by the other
conmi ttee nenbers.
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2:02: 21 PM
ADJ OURNVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 2:02 p.m
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