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CO- CHAIR CHARI SSE M LLETT called the House Special Committee on
Energy neeting to order at 2:13 p.m Representati ves Tuck,
Dahl strom Ranras, Johansen, Petersen, Edgnon, and MIllett were
present at the call to order. Also in attendance was Senator
Therriault (via teleconference). Representative Gara arrived as
the nmeeting was in progress.

2:13: 58 PM

Cook Inlet Natural Gas Conti ngency Pl ans

CO- CHAIR M LLETT announced that the conm ttee woul d hear
presentations regardi ng Cook Inlet Natural Gas Contingency
Pl ans.

2:15:12 PM

MARK SLAUGHTER, WManager, Gas and Supply, ENSTAR Natural Gas
Conmpany, directed the commttee’'s attention to slide 2, titled
“Cook Inlet Gas Infrastructure.” He indicated that the blue
lines on the map were ENSTAR gas pipelines; the red lines were
Mar at hon O | Corporation (Marathon) or Unocal Cor por ati on
(Unocal) pi pel i nes; and the yellow Ilines were either
ConocoPhillips Conpany (ConocoPhillips) or Cook Inlet Gas
Gat hering System (Cl GGS) pipelines. The map al so indicated the
| ocation of power plants and natural gas storage reservoirs in
Cook Inlet. M. Slaughter noted that ENSTAR s pipeline system
includes the following: the Beluga pipeline that is a 100-mle,
20-inch dianeter pipeline that noves ENSTAR and Anchorage
Muni ci pal Light & Power (M.&P) gas to Anchorage; the Kenai “A’
and “B’" pipelines that are 75 mle, 12-inch pipelines that
travel from Soldotna to Anchorage; and a 22-mle, 8-inch
pi peline that connects to the A and B pipelines. He showed the
conmttee the location of the Kenai-Kachemak Pipeline (KKPL)
that is owed by Mrathon and Unocal and operated by Marathon;
the location of the Kenai N kiski Pipeline (KNPL) that is a 20-
inch line fromthe Kenai gas fields to N kiski; the |ocation of
the ClGGS undersea pipeline; and the location of the WMarathon
Bel uga Pi peline. M. Slaughter recalled that |ast year ENSTAR
had two contracts that were not approved by the Regulatory
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Comm ssion of Alaska (RCA). In order to replace the denied
contracts, ENSTAR subsequently secured two, two-year contracts
with Marathon and Conoco to neet the remainder of its gas needs
t hrough Decenber 31, 2010. He presented slide 3, titled “Gas
Suppl y-Wnter 2009/2010 Qutlook,” and said beginning January 1,
2011, approximately one-third of ENSTAR s gas supply will not be

under contract. Initially, ENSTAR had its gas supply under
contract through 2013, but those contracts were not approved by
the RCA At this tinme ENSTAR is buying gas under five
contracts; however, in January, the small Beluga contract wll
end.

2:19: 26 PM

REPRESENTATI VE RAMRAS referred to slide 3 and asked for the
anticipated percentage of growh for the Southcentral region
from 2009 t hrough 2018.

MR. SLAUGHTER responded that ENSTAR projects a steady growth of
1-1.5 percent. The dynamc of forecasting gas supply is
uncertain partly because of the effect of third parties that
mar ket gas and ship on ENSTAR s pipeline, and partly because of
the effect of the mlitary base contracts. Currently, |oads are
projected at a |lower increase than the historical high of 3
percent per year. In further response to Representative Ranras,
he said when custoners convert fromgas to alternative fuels it
is called “curtailnent.” M. Slaughter continued to explain
that ENSTAR is seeking additional gas volunes that are needed to
neet its custoners’ needs beyond 2010. Mor eover, ENSTAR faces
curtailment if the conpany does not have sufficient gas under
contract because custoners who convert to other sources of
energy will be |ost.

2:23: 18 PM

COCHAIR MLLETT asked for the nunber of custonmers ENSTAR
anticipates will be lost by curtailment if it does not find a

gas supply.
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MR. SLAUCGHTER stated that ENSTAR is mssing contracts for one-
third of its portfolio; in fact, ENSTAR would lose its entire
commercial base wthout additional contracts. In further
response to Co-Chair MIllett, he explained that because of the
priority listing, large and small commercial customers are | ost
first and then it is determned by “ageing.” For exanpl e,
custonmers returned to ENSTAR in 2009, 2008, and 2006, with the
exception of buildings such as schools and churches, would be
| ost next. In further response, he noted that custoners need as
much notice as possible before they are taken off of natural
gas; a lack of notice |ast Decenber led to very irate customners.

2:25: 59 PM

MR. SLAUGHTER presented slide 4, titled “Cook Inlet Peak Day
Conmpari son.” The chart indicated that the last significantly
cold day was 2/3/99, with an average daily tenperature of -19
degrees F, and ENSTAR noved about 272 mllion cubic feet (nmmcf)
of gas in one day. On 1/3/09, the average daily tenperature was
-11 degrees F; however, 314 [mmtf/d] was required. He pointed
out that in 1999, the N kiski liquefied natural gas plant (LNG
and the Agrium Inc. fertilizer plants were operational and
there was plenty of gas avail able. However, by 2009, the
fertilizer plant was closed and the LNG plant had reduced its
need from 224 [mtf/d] to 40 [mmtf/d] of gas. In addition, the
source of the gas had changed to a conbination of gas from
storage volunmes and from well supplies. The Departnent of
Nat ural Resources (DNR) estinated there is 380 mmtf/d of well
deliverability from the Cook Inlet this year and M. Slaughter
concluded that in tw years 120 mcf/d of deliverability was
| ost.

MR.  SLAUGHTER returned to the subject of ENSTAR s present
si tuation. Slide 5, titled "ENSTAR 2009/2010 Supply Portfolio"
indicated that the peak for 2009 is forecast at 270 mmtf/d and
that the peak forecast for 2010 is 282 nmcf/d. ENSTAR s 2009
suppliers are: Beluga River Unit Producers, ConocoPhillips,
Mar at hon APL-4, Marathon APL-7, and Union. In 2010, the four
suppliers wll be: ConocoPhilli ps, WMarathon APL-4, Marathon
APL-7, and Union. He rem nded the committee that ENSTAR has
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been investing in its infrastructure since 2007; in fact,
t hese investnents have been designed to increase the flow of gas
from wherever it is available to the areas that need it on peak
days. M. Slaughter then presented slide 7, titled "ENSTAR
Operations.™ Regardi ng energency interruptions, he assured the
commttee that ENSTAR is staffed 24 hours per day, 7 days per
week, 365 days per year, and its central operations center in

Anchorage responds to gas energencies. In addition, there are
regional offices in Soldotna and Wasilla, and energency control
|ocations in Wasilla and Sterling. ENSTAR rmaintains a

proprietary comunications network wth equipnment staged in
various locations in the state, and thus is not dependent on
ot her commruni cati ons conpanies in the event of an energency.

2:32:12 PM

REPRESENTATI VE DAHLSTROM asked whether ENSTAR s proprietary
comuni cations network is tied in with the US. Departnent of
Honmel and Security (USDHS).

MR. SLAUGHTER responded that ENSTAR participates in energency
preparedness with the Al aska Partnership for |Infrastructure
Protection (APIP); however, ENSTAR manages its own mcrowave
comuni cation system that is also used by AT&T. In addition,
ENSTAR | eases lines through GCI for other comunication needs.
In further response, he noted that the statew de energency
or gani zati ons have not been neeting as often this year.

2:34:06 PM

MR. SLAUGHTER presented slide 8, titled "ENSTAR Standard
Operation Procedures” and said that ENSTAR is regulated by the
U. S. Departnment of Transportation Pipeline and Hazardous
Materials Safety Admnistration (PHVMSA) which audits its
standard operating procedures annually. The operations plans
are designed to cover operator qualification prograns, a
di sruption in gas supply, gas |eaks, damages, natural disasters,
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and fires. Slide 10 was a chart of ENSTAR s emergency response
call-tree.

2:35:25 PM

REPRESENTATI VE RAMRAS asked whether residential or commerci al
gas heat custoners can restart their heat plants on their own.

MR. SLAUGHTER infornmed the commttee that when ENSTAR receives a
call that an appliance is out, it sends a servicenman to check on

the gas supply, but then advises the custonmer to call a
contractor to relight the appliance. Relighting an appliance is
sinple, unless there is sonme sort of disruption or limt on the

fl ow of gas.

REPRESENTATI VE RAMRAS gave the exanple of an involuntary
curtailment of the system affecting nore than 1,000 hones, and
asked i f each hone would have to be manually lit.

MR. SLAUGHTER replied yes, but steps would occur prior to a
curtailment of service of that degree. Last week, testinony
before the RCA from the electric utilities indicated that the
utilities “believe that they could shed, we could stop 75
percent of their |oad and send that to ENSTAR.” He continued to
explain that ENSTAR has no back-up and it cannot build diesel-
fired plants. However, during an extrene case such as
Representative Ranras’ exanple, ENSTAR can call on its nutual
aid assistance agreenments wth the Wstern Energy Uility
Institute (WEI) and its sister conpanies in Mchigan and New
Mexi co.

2:40:12 PM

MR, SLAUGHTER cl arified that the 2009 gas supply is contracted;
however, there is always the possibility of equipnment failures.
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He then presented slide 11, titled "Cook Inlet Gas Supply
Coordi nation" that indicated the three primary users of gas in
Cook Inlet are Chugach Electric Association (CEA), ENSTAR and
Anchorage Minicipal Light & Power (M&P). To facilitate
coordination of the gas supply, ENSTAR normally hosts an annual
shi ppers/ producers neeting; shippers issue forecast demands on

an annual, nmonthly, and daily basis; and gas flows are
coordi nated on ENSTAR pipelines and on the Mrathon pipeline
system M. Slaughter presented slide 12, titled "ENSTAR

Conti ngenci es” and di splayed the Gas Energency Agreenent Letter
that was recently executed by ENSTAR, CEA, M&P, and ol den
Vall ey Electric Association (GVEA). The agreenent outlines the
steps the utilities will take in the event of a disruption of
gas supply. These steps include: curtailnment of interruptible
deliveries; rerouting; the wuse of back-up agreenents; the
inportation of electricity; and conservation by consuners. He
di scussed other contingencies that are part of ENSTAR s delivery
contracts.

2:44: 00 PM

REPRESENTATI VE DAHLSTROM asked for information about any other
agreenents to help provide gas to health facilities, hospitals,
treatment hones, schools, or residences wth 24-hour hone
nmedi cal care.

MR. SLAUGHTER answered that the tariff [agreenent] is clear
regarding the priority of delivery during a disruption to the
gas supply. For those on the ENSTAR system at the time of the

di sruption, industrial custoners are turned off first, then
comrer ci al cust oners, and |astly hospi tal s, resi dences,
churches, and school s. In further response to Representative
Dahl strom he clarified that all residential hones are part of
the final protected class of custoner. Furt hernore, ENSTAR

Tariff Section 1200 directs how additi onal costs associated with
a disruption are paid as approved by the RCA

2:46: 00 PM
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MR. SLAUGHTER added that the final contingency under the
transportation shipping agreenent allows that a third party
shi pper can be penalized 2.5 tines the nost expensive price of
gas if they do not provide an appropriate quantity of gas for

their own custoners. He then presented slide 13, "Gas Supply
Interruption Incident Response Overview. " The overview is being
devel oped with the goal of putting in place short-, md-, and

| ong-term response plans for the electric utilities in the event
of a disruption in the gas supply. He stressed that the |ong-
term responses also need the participation of state and |oca

governnents. Slide 14, titled "Actions & Next Steps" listed the
foll owi ng deadli nes: utilities update RCA on 8/26/09; gas and
el ectric system operator tabletop scheduled for 9/10/09; ENSTAR
annual shi ppers/producer neeting scheduled for 9/17/09; and
coordination with the Municipality of Anchorage begi nning 9/1/09
and continuing to 11/13/09. M. Slaughter concluded the
followng: Cook Inlet deliverability continues to decline;

mutual aid planning and coordination is not a long-term
solution; coordinated custonmer awareness and education efforts
are ongoi ng; utilities, producers, and | ocal and state
governments nust work together for Ilong-term solutions; and
regulatory and fiscal certainty are required to achieve |ong-
term sol utions.

2:50: 34 PM

REPRESENTATI VE RAVRAS asked whether Senator Therriault would be
able to speak about these issues to the energy conmmttee after
assum ng his new position with the adm nistration.

SENATOR THERRI AULT answered that he was not sure at this point.

2:51: 19 PM

REPRESENTATI VE RAMRAS then referred to slide 3 and asked whet her
t he “undesi gnated” gas was going to cone from new sources in the
inlet or inports.

HOUSE ENE COWM TTEE -10- Septenber 1, 2009



MR. SLAUGHTER i nformed the committee that ENSTAR is working with
DNR to reevaluate the gas supply in Southcentral; nevertheless,
gas is available in the near-term if ENSTAR is able to enter
contracts. |If ENSTAR is unsuccessful in entering contracts, the
needed investnents in infrastructure wll not be nmade. He
opined that entities were opposed to the proposed ENSTAR
contracts that would have guaranteed the availability of gas for
the next five years at |ow prices. Wen it becones necessary,
ENSTAR wi | | inport LNG

2:53: 03 PM

REPRESENTATI VE RAMRAS asked for further details about the plan
for a supply of gas in 2013-2014, and the source of the
af orenenti oned LNG

MR. SLAUGHTER explained that ENSTAR will contract for gas in
2011-2012; however, according to DNR the total production in
Cook Inlet in 2013-2014 will not neet the estimted demand of 87

BCF/ d. Ther ef or e, ENSTAR has to nmake some significant
investnments in the near future for storage to ease “swing” in
deliverability requirenents. He opined it is too early to say
where inported gas wll conme from In further response, he
said, “The inexpensive options have basically been presented and
rejected. Were that gas [cones fron] will all depend on, as we
nmove down that path, and evaluate it, but there' s significant
investnment that has to be made in order to have, ... storage

facilities that can receive gas, have to contract for that gas,
you have to evaluate [and] nake sure the docks can receive the
gas, and where it cones from[is] the free nmarket.”

2:57: 19 PM

REPRESENTATI VE RAMRAS asked when ENSTAR will have to begin to
commt capital, and to make plans, in order to deliver foreign
LNG t o Sout hcentral by 2014.
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MR. SLAUGHTER advised that ENSTAR is now devel oping storage
because storage is necessary whether there 1is additiona

production in Cook Inlet, or there is a bullet line, a spur
line, or a big line. Frankly, significant decisions wll be
made this year as ENSTAR contracts for gas. Because Cook Inl et
is a small market, without a spur line, a bullet line, or an

i ndustrial anchor tenant, there is basically no reason for
producers to | ook for gas.

2:59: 05 PM

REPRESENTATI VE DAHLSTROM asked where the gas will be stored.

MR. SLAUGHTER said ENSTAR is working with the owners of
identified storage reservoirs in Cook Inlet.

3:00: 23 PM

REPRESENTATI VE TUCK asked how soon pipeline storage can be at a
confortabl e capacity.

MR. SLAUGHTER advised that ENSTAR is working with ANR Pipeline
Conmpany (ANR) to have a storage system up and running for the
2011-12 system However, there are nmany issues to overcome such
as securing a field and obtaining regul atory approval s.

3:01:52 PM

REPRESENTATI VE TUCK then asked how the cost of storage wll
affect rate-payers.
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MR. SLAUGHTER advi sed that ENSTAR does not have the costs yet.
He assuned that gas would be |ess expensive in the sumrer, but
warned that the cost of storing gas is not cheap, and costs wll
not return to the “days of 2000, when we were in $2 gas.”

3:03: 26 PM

REPRESENTATI VE TUCK asked for the reasons that the 2013
contracts were not approved.

MR. SLAUGHTER expl ained that ENSTAR was unlucky in that when
presenting the contracts, gas prices were at unprecedented high

| evel s. In the sunmer of 2008, sonme thought ENSTAR was the
mar ket price-setter for gas and parties intervened to oppose the
contracts for their own advantage in negotiations. He opi ned

that if ENSTAR had those contracts, it would be paying $4.36 in
2010 for ConocoPhillips Al aska, Inc. (ConocoPhillips), and $5.02
for the Marathon G| Corporation (Marathon) contract.

3:05:17 PM

REPRESENTATI VE PETERSEN referred back to ENSTAR s contingency
pl ans. He observed that the plan calls for consunmers to be
educated on conservation neasures and asked how this wll be
done, and whether simlar plans el sewhere have been successful.

MR. SLAUGHTER explained that the education nmethods wll be a

joint effort between the utilities. In the 1980s there were
joint communication actions which will be revanped for present
day use. Information wll be nmade public about voluntary

curtail ments-1ike what happened in Juneau-when rates went up and
peopl e consuned | ess power.

3:07: 06 PM
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REPRESENTATI VE RAMRAS asked whether the first cal endar year of
gas supply problens is anticipated to be 2013 or 2014.

MR SLAUGHTER predicted if storage is on-line for 2011,
sufficient gas supply wll probably extend through 2012
however, his expectation is dependent upon how much gas the
producers nake avail abl e. Undoubtedly, there is nore gas to be
found in Cook Inlet, albeit at a [higher] free market price. 1In
further response to Representative Ranras, M. Slaughter advised
that ENSTAR is currently working on a contingency plan for the
importation of foreign LNG because of the significant tinme that
will be required to negotiate delivery and to educate the RCA,
the state, and the community, as to what is invol ved.

3:09:27 PM

REPRESENTATI VE RAMRAS expressed his interest in learning the
source of the inported gas.

MR. SLAUCHTER said areas of British Colunbia, the Lower 48
Sakhalin [Russia], Australia, and Indonesia, have gas.

3:10: 36 PM

SENATOR THERRI AULT asked whether the contracts that were denied
woul d have |ocked ENSTAR into deliverability for the *“out
years,” but at nore of a market price.

MR. SLAUGHTER further explained that the contracts were based on
various trading indices, but were not full deliverability on the

out years. Therefore, the producers were not wlling to
contract for ENSTAR s entire 1:12 sunmer to winter peak sw ng
ratio. If the contracts had been approved, ENSTAR would stil
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have to develop storage, but not wunder the tineline it now
faces. In further response to Senator Therriault, he said the
proposed contract wth ConocoPhillips limted ENSTAR at the
first quarter of 2011, and the Marathon contract proposed ful
deliverability through the first quarter of 2011. Beyond t hat,
the proposed contracts gave ENSTAR the responsibility to
“flatten our profile” by developing storage for the 2011-2012
season.

3:12:56 PM

REPRESENTATI VE DAHLSTROM asked whether M. Slaughter woul d agree
that cheap gas is gone and only expensive gas is left, or if
there is no nore gas.

MR. SLAUGHTER agreed that easy, |ess expensive gas is gone; in
fact, given the present cost of drilling, the easy gas has been
found and the cheap options are “off the table.”

3:14: 44 PM

REPRESENTATI VE RAVRAS observed that ENSTAR was previously noving

forward on building a bullet I|ine independently. He asked
whet her ENSTAR was still prepared-in its strategic plan-to
pursue a bullet line after it invests in the infrastructure

necessary for gas storage.

MR.  SLAUGHTER stressed that inporting gas into Cook Inlet
includes gas from a bullet line or a spur line from the North
Sl ope, and/or LNG inports. ENSTAR is working with Harry Noah,
the governor’s advisor on the in-state gas pipeline project, who
is taking the lead on the in-state gas pipeline. He expressed
indifference as to where the gas cones from as |long as ENSTAR
can execute a contract with a producer.
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REPRESENTATI VE RAMRAS r enar ked:

Quite frankly, | do care where gas cones from | have
100,000 people that | and sone of my colleagues
represent ... and so it's a big darn deal to ne

whet her that gas cones from the North Slope of Al aska
or whether it’'s foreign LNG that’s inported from
Australia, ... Russia, or |Indonesia.... | have a
comunity that’'s been tied to diesel for decades and
decades since we converted from coal in the *50s. I
have a comunity that is struggling under the [Fine
Particulate Matter] Pm 2.5 mandate that’'s inposed by
the [Environnmental Protection Agency (EPA)] that is
resulting in a constrained econony....

REPRESENTATI VE RAVRAS further described how the limted supply
of natural gas has cost his constituents 800 new service jobs

and prevented over $50 mllion in property tax revenue and new
economc growh in the Fairbanks area. He said, “I would I|ike
to be on record as saying ... those folks in the interior, and

in Western Alaska, and ... along the road system do care
where that gas is going to conme from” He pointed out the

di vergent interests between the industry that is concerned with
supplying gas to its custoners, and the residents and policy
makers of Al aska who ought to be concerned with where the gas
comes from and how each community in Al aska noves forward for
t he next 50 years.

3:20: 05 PM

REPRESENTATI VE GARA inforned the commttee of the need for the
state to have a plan in place to reduce energy use and avoid
rolling black-outs this winter. He asked whether the state has
a plan for safely reducing the use of energy in state buildings,
facilities, and schools, rather than “cutting people off” on
cold, high demand days.
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MR. SLAUGHTER deferred the question to Phil Steyer, Director of
Government Rel ati ons and Cor porate Comuni cati ons, CEA.

3:22:26 PM

COCHAIR M LLETT asked Senator Therriault to inform the
adm nistration of the conmittee’'s interest in a plan to reduce
energy use in state facilities during peak demand.

SENATOR THERRI AULT surm sed when the RCA denied the ENSTAR
contracts, it seened that the conm ssion went beyond regul ating
what the utility was <charging for transportation of the
resource, to regulating the comodity price for the resource
that was being delivered. He asked if ENSTAR has an opinion on
whet her the statutes or regulations need to be nodified in order
to prevent this situation.

MR. SLAUGHTER advised that a review of past RCA rulings has
revealed a “shifting of standards as to how they have eval uated
the contracts.” ENSTAR would like the RCA to return to the
previ ous standard that was applied and “leave a reliable gas
supply at a reasonable price that's available in the market.”
He acknow edged that the RCA had recently approved CEA' s
contract with ConocoPhillips and ENSTAR is hopeful that this is
an indicator for future contracts. In further response to
Senator Therriault, he said that the burden of proof is on
ENSTAR to supply sufficient information to support its proposed
contracts. Referring to the Departnent of Law (DOL), Division
of Regulatory Affairs & Public Advocacy (RAPA), he said RAPA did
not oppose the CEA/ ConocoPhillips contract, although it did
present testinony at the ENSTAR hearings in opposition to sone
of the ternms and conditi ons.

3:26: 53 PM

GECRCGE VAKALI'S, Municipal WMnager, Minicipality of Anchorage,

informed the committee that the Minicipality of Anchorage is
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| ooking at solutions to a possible interruption in its supply of
natural gas with a three-pronged approach: a |ong-range solution
that includes the alternatives discussed today, and study by a
mayor’s task force; internediate solutions such as gas storage,
pr opane, and LNG and an imediate short-term fix for

occurrences this wnter. During a recent neeting with all of
the utilities supplying Anchorage, the utilities agreed that the
nost likely scenario this winter would be a disruption in the

flow of natural gas due to equipnent failure. He explained that
energency nmanagenent by the nmunicipality falls under either a
short-term solution to a tenporary equi pnent failure, or a |ong-
term solution to address a major disruption that cannot be
qui ckly repaired. M. Vakalis said one obvious solution for a
short period of tinme is the use of conservation neasures. I n
fact, the utilities have provided suggestions to reduce energy
consunption by residents, businesses, and industrial wusers.
These neasures could help to mtigate the problem for awhile;
therefore, the municipality will release an education plan in
October informng consuners of neasures they can take in this
event. Also, the educational materials will include information
about the effects of |ower pressures should the shortage of gas
conti nue. M. Vakalis stressed that the first step is
conservation, and the “alert notification systenf wll be used
in Cctober to notify residents to begin to take the conservation
neasur es. The success of these nmeasures will be an indication
to the utilities of the effect of conservation on the anount of
energy needed. He continued to explain that in Novenber, the
municipality wll hold a tabletop exercise with all of the
utilities to determne how well they are able to handle such an
emer gency. He concluded that Anchorage is doing everything
possi bl e to encourage conservation and to develop a plan through
the tabletop exercise. More inportantly, the nunicipality is
looking at a plan to address a mgjor disruption during the
W nter nonths.

3:34:13 PM

[COCHAIR MIlett handed the gavel to Representative Dahl strom]

REPRESENTATI VE TUCK asked how the educational information wll
be conmuni cated to the public.
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MR. VAKALI S responded that the nunicipality is comng up with a
plan to use the nedia, the municipality, the school district,
and the University of Alaska (UA) television channels, as well
as internet and other electronic neans of conmunication. Thi s
plan will be used to educate and to alert residents of the need
to start conserving. The municipality will also nonitor weather
conditions and will determne the best way to conmunicate wth
the utilities regarding pressure readings. In further response
to Representative Tuck, he said that the nunicipality will alert
the entire city of Anchorage and areas in the Railbelt.
Additionally, Anchorage wll share wth Kenai and WMat-Su
energency nanagenent organizations information about the alert
program and the best nethods to conserve and will also invite
their participation in the tabl etop exercise.

3:37: 38 PM

REPRESENTATI VE RAMRAS applauded M. Vakalis for encouraging
conservation efforts and nentioned the effectiveness of the
“green star” program for businesses.

[ Representative Dahlstrom returned the gavel to Co-Chair
Mllett.]

3:39: 09 PM

COCHAIR MLLETT asked for the best way the state and the
| egislature could help the nunicipality wth its tabletop
exer ci se.

MR. VAKALIS observed that the municipality has a great working
relationship with the Alaska Division of Honeland Security &
Emer gency Managenent ( DHS&EM . However, it may be the role of
the state and legislature to develop the long-term solution,
whether the solution is hydroelectric, tidal, Wi nd, or

HOUSE ENE COWM TTEE -19- Septenber 1, 2009



conversion to coal. In the short-term he encouraged the
commttee to support the developnent of gas and the nost
feasible alternatives. In further response to Co-Chair Mllett,
he said that after educating the residents on conservation
nmeasures, he plans to ask the major users of energy, such as the
Ted Stevens Anchorage International A rport, hospitals, and
|arge facilities to develop their own conservati on neasures.

3:42: 42 PM

REPRESENTATI VE RAMRAS observed that Cook Inlet gas will not be
sufficient to provide natural gas to Anchorage in the future
He asked whether the municipality will develop a policy position
regarding where it intends to obtain its gas supply in the
future.

MR. VAKALIS opined it i1s inconceivable that Al aska cannot draw
fromits own resources to provide energy for the state.

3:43: 55 PM

REPRESENTATI VE GARA suggest ed t hat conmuni ty service
announcenents and direct notification to industrial users wll
be nore effective than posting flyers to encourage conservation

neasur es. He expressed his concern that the nedia plan to
encourage conservation neasures wll not include the entire
Rai | bel t. Furthernore, there should be actual agreenments wth

the large comercial users and the nonresidential users.

MR. VAKALIS stressed that “the plan is to get ‘buy-in .~ The
muni cipality will pay for advertisenents to educate the public

in addition to posting flyers and produci ng radi o announcenents.
He assured Representative Gara that whatever goes over the nedia
waves in Anchorage wll be seen and heard in nost of the
Rai | bel t. Furthernmore, the municipality wll be providing
information to the energency nanagenent agencies of the Kenai
and Mat - Su Bor oughs.
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3:46: 31 PM

BRADLEY EVANS, CEO Chugach Electric Association (CEA), inforned
the commttee that CEA plans for many energency events from
weat her incidents to volcano activity, and including gas supply
i nterruption. Chugach Electric Association also maintains a
trained staff that is available 24/7, and has redundancy and
backup systens to call on during energencies. System operating
rul es woul d provi de flexibility during a gas suppl y
interruption, and the coordination between utilities regarding
ri sk managenent has resulted in planning for other contingencies
al so. He displayed slide 5, titled "Corporate Incident
Management Plan Provides Incident Response Oversight" and noted
that CEA's corporate incident nanagenent plan is a managenent
docunent that includes notification procedures, call-trees,
situation assessnents, return to normal transitions, and other

i nformation. Slide 6, titled "Additional Chugach and Inter-
Uility Plans" listed additional CEA and inter-utility plans
ranging from business continuity to strategic alliances wth
petrol eum providers. Inter-utility plans include an intertie

operating agreenent, joint planning, gas coordination, cost
sharing, and participation in the Alaska Partnership for
I nfrastructure Protection. M. Evans presented slide 7, titled
"Gas Supply Interruption Incident Response Overview' that
identified the responses of systens operations, voluntary
consuner response, and short-, md-, and Ilong-term consuner
i nterruptions.

3:51:45 PM

CO-CHAIR M LLETT asked about the possibility of increasing
hydroel ectric power (hydro) generation in response to a gas
supply interruption

MR. EVANS expl ai ned that the hydro generation from Bradl ey Lake
is not normally dispatched to its maxinmum capability.
Furthernore, although wattage from Bradley Lake may not be
avai lable for every incident, additional negawatts from it and
the intertie can be shifted to full ~capability, thereby
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increnentally reducing the anmount of production needed from a
gas turbine.

3:53:16 PM

REPRESENTATI VE TUCK asked whether energy generated by hydro or
natural gas is cheaper to provide.

MR. EVANS advised that this is a very conplex econom c dispatch
pr obl em Hydro cannot be run “full out” all year because
production is limted by the supply of water.

3:54:29 PM

REPRESENTATI VE GARA asked M. Evans to conpare the energy usage
of residential and nonresidential consunmers during high peak
periods of a cold snap.

MR. EVANS said that he would provide the electrical consunption
statistics for each class of consuner at a later date. H's firm
plans to inventory the capabilities of comercial wusers and
devel op agreenents for conservation and the use of alternative
fuels. The goal is to not shift the commercial custoner “either
t hrough an outage or through a comercial arrangenent”, but to
reduce the footprint.

PH L  STEYER, Di rector, Gover nent Rel ations & Corporate
Communi cat i ons, Chugach Electric Association (CEA), stated that
a review of CEA's annual l|oad profile looks like a “U: high
electric loads in the winter and low in the sumrer. Because its
market is largely residential, the daily profile on a cold
wi nter day reveals peaks during the norning and early evening,
and a low at mdnight. Using 1/7/09 as an exanple, he estinated
that if consuners avoided using electricity in the evening,
there would be a 10 percent reduction in use. M. Steyer opined
conservation by nonresidential consuners would be needed to
i ncrease the savings. In response to Co-chair Mllett, he
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expl ained that CEA custonmers are about 80 percent residential
and 20 percent commercial, while M&P custonmers are about the
opposite. However, CEA kilowatt hour sales are about evenly
split between residential and comercial custoners. Al
utilities have commercial custonmers, but the mx of custoners a
utility conpany has may be nore commercial or residential.

3:59:42 PM

MR. EVANS added that CEA planned on scheduling a “voluntary day”
in order to nmeasure the result of taking voluntary actions. He
then returned to slide 7 and noted that the voluntary customer
actions for md- and long-term have been discussed in previous
testinmony before the commttee. M. Evans pointed out that
vol untary consumer response “can be done under both sides of
natural gas and el ectric consunption.”

4:01:19 PM

CO CHAIR MLLETT inquired as to how many tinmes CEA has reached
yellow or red |levels of disruption.

MR. EVANS said that to his know edge CEA has not reached yell ow
or red levels on a large scale. He advised that CEA has joined
with many consuners for its Smart Power conservation program
He acknowl edged CEA has operated in the [up to 40 percent |evel]
and interruptions have been handled with operating neasures that
do not inpact the customer and have prevented brownouts and
bl ackout s.

4:03:29 PM

MR. EVANS continued to explain that it is possible to reduce the
consunption footprint operationally by nmaximzing resources,
emergency purchasing, and re-dispatching units. For exanple, a
conpressor outage can be acconmobdated by generating nore
pressure in a different way.
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4:04:31 PM

REPRESENTATI VE RAMRAS referred to slide 8, titled "System
Operations Response to a Gas Supply Interruption” and asked from
wher e energency gas coul d be purchased.

MR. EVANS explained that CEA has been able to purchase excess
capability gas from anot her producer. This procedure is handl ed
"behind the pilot's chair, so to speak."”

4: 05: 58 PM

REPRESENTATI VE JOHANSEN asked whether very cold winters create
problenms with |ow water |evels at Bradl ey Lake.

MR. EVANS said that generally speaking the inflow from the |ake
begins early in the sumer and is reduced from OCctober to
freeze-up. In further response, he noted that CEA has
experienced mnimm | ake elevations late in the year, in April
or My, but the operating groups nonitor the |ake |evel and
curtail the flow where necessary. The |ake collects water from
rain, snowpack, and glacier nelt.

4:08:42 PM

REPRESENTATIVE GARA recalled hearing coments about t he
possibility of rolling blackouts during a very cold wnter.
Considering M. Evans' previous testinony, he asked whether the
danger of rolling blackouts is real.

MR. EVANS agreed that the threat is real and is not limted to a
di sruption in the flow of gas, but also includes problens that
can be caused by an infrastructure failure. In addition, he
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rem nded the committee of the uncertainties in the Cook Inlet
Enmer gency Managenent Plan regardi ng production fromthe wells in
Cook Inlet. The utilities are a "weakly interconnected system
all throughout the supply chain to nmake this work." He war ned
that a production, delivery, or conversion problem could surface
and Al aska does not have a | ot of backup.

4:11:14 PM

REPRESENTATI VE TUCK, referring to slide 8, asked for the cost
effectiveness of the six system operations responses listed on
t he slide.

MR. EVANS advi sed that GEA normally chooses the | east disruptive
response which would generally be purchasing from GVEA, however,
GVEA is also a liquids, diesel-based generation and GEA hol ds an
interruptible contract. He described other scenarios using
different operations responses. In further response to
Representative Tuck, he explained that the contract to provide
generation to MEA expires in 2014. In fact, how all of the
utilities manage generation going forward is under deliberation
at this time, whether "we could work sonething out, or we could
do sonething through a Rail belt energy corporation.™

4:14:13 PM

REPRESENTATI VE TUCK surm sed the service area may be under a
"yellow' status for three to four nonths this year. He asked
whet her this would affect consuners' rate cost.

MR. STEYER referred to slide 7 as "our one-page attenpt to put
on a single piece of paper and explain to people what this issue
is all about."” There are three levels of response to resolve
problens: at the green level, the use of systens operations by
the utilities; at the yellow level, the use of voluntary action
by custoners; at the red level, the use of disruptions. He
poi nted out that the first response to an incident is the use of
systens operations, and remarked, "Heretofore, all problens have
been resolved [by actions] within the green area and custoners
have never been asked, in ny 22 1/2 years at Chugach, we've
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never gotten into this mddle band - voluntary actions.” Only,
as a last resort, would there be consuner interruptions. In
response to Representative Gara, he said, "Sonetinmes people get
this page out of order.”™ |In fact, even the problens |ast w nter
were resolved at the green |evel. M. Steyer then defined
short-term as a problem neasured in hours or days; md-termas a
probl em neasured in weeks or nonths; and long-term as a problem
nmeasured in years.

4:18: 38 PM

CO CHAIR M LLETT sai d:

You said that you' ve only gone to one of, one thing in

the green box to this point. s that what you said
. ?

MR, STEYER clarified that |last winter, during the cold snap, CEA
"really only used one of these tools in the tool box...." He
added that other utilities, such as ENSTAR and the LNG facility,
may have used ot her actions.

CO-CHAIR M LLETT remar ked:

| guess what |I'm trying to get at is ... but if we
used all of these tools, | guess I'mtrying to get to
the point ... [how] close were we to getting into the
yel | ow?
MR. STEYER opined that many actions were still available to the

utilities had the utilities needed them He pointed out that
headlines and hallway conversations do not always serve
custoners and constituents well.

4:20:31 PM
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CO CHAIR M LLETT continued to say:

If we haven't gotten to that point ... | guess ny
guestion to you is why is the nmunicipality planning
and why are, why do we have so nmany people-ENSTAR in
particular and the nunicipality-saying that this is a
distinct possibility, and you're telling nme that we
haven't even nmade it through the green box and we
haven't gotten to that point. So, is there a false
sense of dire straits here? Is it warranted, are we
j unpi ng way ahead...?

MR. EVANS assured Co-Chair MIllett that the situation is real
due to the declining deliverability of Cook Inlet. Although the
preci se answer regarding production in Cook Inlet is unknown,
the utilities want to have plans in place; this is prudent
utility planning and operation. He reiterated past testinony in
which he warned that the situation is going to get worse and
actions nust be taken to "keep the lights on and safety first."
Today's testinony is focused on how the utilities are planning
for a contingency, however, a perfect storm coul d happen.

4:22:44 PM

REPRESENTATI VE JOHANSEN expressed his interest in know ng how
close this area of the state is to [voluntary consuner response]
to a gas supply interruption problem

MR. EVANS acknow edged that at one tinme or another CEA has used
all of the [actions] available to [system operations].

4:24: 24 PM

REPRESENTATI VE GARA rel ayed that he has heard that there is also
a danger of a shortage of gas availability during peak w nter
usage.
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MR. EVANS confirmed that sufficient gas is under contract for
this winter and there would need to be a gas supply interruption
to cause a failure. However, it is possible that a tenperature
of 30 below for 20 days m ght exceed the capability. There are
two issues to understand, the deliverability and the volune. |If
either were stretched to the breaking point — then the utilities
woul d use [system operations] tools to handle that.

REPRESENTATI VE GARA restated that the gas now under contract is
enough for this wnter, although the systens issues are
separ at e.

MR. EVANS said, "There is always ... there could be a
deliverability problem here, we could exceed the ability of the
Cook Inlet to deliver gas."

MR. STEYER continued his discussion of slide 7. The short-term
system operations response, shown in green, could reduce up to

40 percent of CEA' s peak daily demand for gas. Vol unt ary
consuner response, shown in yellow, represents another reduction
of up to 15 percent. He expressed his belief that these are

actions custoners could and would do if necessary. Furthernore,
CEA is seeking ways to help its custoners choose the nost
val uabl e actions to take. To do this, CEA has organized its
custoner base not only by the retail or comercial |evel, but
al so by government or public control versus private control of a

facility. Thus, federal, stat e, and nuni ci pal bui | di ng
managenment will be contacted to prearrange the planning of
voluntary responses. The remainder of retail custoners may have
energy saving responses unique to each site. M. Steyer then
di spl ayed slide 10, titled "Customer Interruptions” that
illustrated the information that will be provided to residentia
cust oners.

4:31: 04 PM
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REPRESENTATI VE RAMRAS observed that every rural community that
the conmttee has visited since January is living wth
[Iinterruptions for short durations] every day.

4:31: 33 PM

MR. STEYER stressed that the docunent presented is a draft

docunent and a work in progress. The goal is to develop
sonething sinple for residents to use during the course of a
short-term interruption. He concluded by saying that the

vol untary responses and a common plan are being devel oped by all
six of the Railbelt utilities, ENSTAR, and the Minicipality of
Anchor age.

4:33:37 PM

MR. EVANS returned to slide 7, and said after reductions by
system operations and voluntary consuner response, rotating
consuner interruptions over a peak period can save an estinated

20 percent. The mnimum requirement in the transportation
system is 25 percent of the on-peak take, or 25 mllion cubic
feet per day (mmtf/d). A mnimum amount of generation is

required to keep the backbone of the transportation system up.
He concluded by advising the conmttee of the upcom ng electric
and gas utility tabletop exercise and the deadlines coordi nated
with the Municipality of Anchorage that were listed on slide 13,
titled "Next Steps.”

4:35:03 PM

CO- CHAIR M LLETT asked for the state's and legislature’s role in
CEA' s contingency plans and | ong-term sol utions.

MR. EVANS expressed his belief that coordination with the state
for resources to support contingency planning, education, and
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comuni cations is critical. In the long-term the next step is
for the Cook Inlet Resource Managenent Plan to provide nore
answers and transparency in order to better communicate the
"pockets of information between DOR and DNR " Furthernore, the
state, as the |ease-holder, needs to work with CEA and ENSTAR on
potential gas storage. M. Evans pointed out that CEA is also
participating in the devel opnent of an in-state bullet gas line

and other in-state resources. However, the decisions nade by
CEA nust be in the best interest of its consunmers. He opi ned
that the state nust nake hard decisions about its investnents in
infrastructure such as the bullet 1line and the Susitna
Hydroel ectric Project. M. Evans said, "I personally think that
if youre going to export a BTU you should create a BTU

Susitna goes a long ways to do that ... in sone communities

where they have an abundance of hydro, or a higher percentage of
hydro, they have nore stable rates.™

4:38: 07 PM

REPRESENTATI VE RAMRAS agreed that the overarching concern of a

utility is to keep the lights on. He asked how to nmake a
transition to a bullet line supply of gas in 2015-2016, "so that
you're contributing to the volunme of gas ... on day one."

MR. EVANS offered his personal opinion that there is a need for
an anchor tenant and the likely candidate is the LNG export
[ pl ant]. Al though the plant does not |line up with the Al aska
Gasline Inducenent Act (AGA), the legislature nust sort this
out . The other question is how nmuch the state is prepared to
invest in its future.

4:41: 48 PM

CHRI' S ROSE, Executive Director, Renewable Energy Al aska Project
(REAP), informed the commttee that REAP is a coalition of 65
organi zations working to pronote renewable energy and energy
ef ficiency. M. Rose agreed that there are short-, md-, and
| ong-term solutions to this problem not only on the supply side,
but on the demand side by using conservation, weatherization,
and energy efficient construction. He advised that nost of the
gas in Cook Inlet supplies residential and conmmercial electric
generation and pointed out that conservation requires conscious
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deci sions and behavi oral changes, but energy efficiency reduces
the amount of energy consumed while still delivering the sane
quality of services. Exanples of energy efficiency are
replacing a car to inprove gas nileage, or replacing a
refrigerator with an EnergyStar nodel. However, |arge scale
i npl enentation of either needs a conprehensive strategy; 1in
fact, a recent study indicated that the U S. could reduce its
energy consunption by 23 percent through energy efficiency and
conservati on. M. Rose noted that buildings consune about 70
percent of all electricity generated, and al so account for about
40 percent of the total energy use in the U S.  Furthernore, the
U S. Departnent of Energy (DOE) estinmates that every $1 spent
on the Building Energy Codes Program will save $50-%$60 over the
lifetime of the investnent. |In Alaska, the legislature invested
$360 mllion in energy weatherization and energy rebate prograns
and Al aska Housing Finance Corporation (AHFC) is estimating that
if every person in the region participated in the weatherization
program each household could save 780 therns [one therm equals
100, 000 BTUs] per year. This represents roughly 5 percent of
the Cook Inlet gas I oad. M. Rose encouraged the commttee to
consider how to change the way people think about energy.
Partly because of the extreme climate, "Al askans use nore energy
per capita than probably any society on the planet." Therefore,
Al askans should have the npst incentive to reduce their
consunption of energy. He agreed with Co-Chair Mllett that a
| arge part of Al aska's energy use is industrial.

4:47: 30 PM

MR. ROSE stated that one of the fundanental barriers to
increasing energy efficiency is the sheer nunber of househol ds

and el ectric devices. In addition, energy efficiency is not a
primary focus of our econony as it is in other states and
countries. O her barriers are: cost of inprovenents; |ack of
cold climte research baseline data; i ngrai ned behavi or;

conpeting incentives such as hotel guests who do not pay extra
for the use of energy; |andlords who pass energy costs on to
their tenants; and |ack of choice of devices provided by others,
such as cabl e boxes.

4:50: 02 PM

HOUSE ENE COWM TTEE - 31- Septenber 1, 2009



REPRESENTATI VE RAMRAS stated that the hospitality industry is
| eading the marketplace of ideas in energy conservation areas

such as providing recycling bins in rooms and saving on |aundry
costs. He suggested that hotels are changing guests' behavior
when traveling and after returning hone.

MR. ROSE agreed that the hospitality industry is doing so i
select places, but the point is sinply that the problem sti
exi sts.

n
I

REPRESENTATI VE RAMRAS continued to explain that hotels were
anong the first to install flat panel TVs to save energy, and
suggested that the speaker is ignoring a novenent in the private
sector that is changing the behavior of consuners. 1In fact, the
hospitality industry is "glanorizing the green novenent and
changing the broad behavior of |arge, cross-sections of
consuners .... You make the business conponent sound passive
and | don't think they are." Representative Ranras opined that
private venues across the country are taking conservation steps
because it is good business managenent.

MR. ROSE expressed his understanding that nmany good things are
happeni ng and the research proves that nore can be done.

4:53:15 PM

REPRESENTATI VE JOHANSEN asked for clarification as to whether
Al askans are the nunber one energy consumers in the world.

MR ROSE said, "Yes ... | said one, one of the |argest per
capita wusers in the world.” In further response to
Representati ve Johansen, he explained that per capita is all of
the energy use in the state, including industrial use, divided
by the popul ati on.
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4:54:07 PM

MR. ROSE continued to list realistic barriers to increasing
energy efficiency: cost of new technologies; poor building
practices and lack of building codes; and inexperience in
"green"” building. Turning to ways to address these barriers, he
noted that the Cold dimate Housing Research Center has issued
the following program and policy recomendations: state
| eadership, funding energy efficiency, financial incentives,
building codes and standards, baseline data, and public
education and outreach. M. Rose then relayed that in Juneau,
when an aval anche crippled power lines and cut off Juneau's
hydroel ectric energy supply, electric energy consunption was
reduced by 30 percent. After power was restored, there renai ned
a sustained reduction of 8 percent. It is believed the
sustained reduction is the result of changes in lighting and
some energy efficiency inprovenments to freezers and appliances.
Al t hough a catastrophe brought these changes, perhaps people can
be notivated to prevent a |oom ng catastrophe. He suggested
conpetition may be a driving force. For exanple, the Sacranmento
Municipal Uility District utility bills conpare each custoner's
energy usage to the consunption of 35,000 other wusers; this
policy resulted in an average 2 percent decrease in energy
usage. A holistitic approach to the problem helps people
understand why conservation is inportant and should be a
"normal " policy, and addresses the structural barriers such as
aligning wutility conpanies' interest wth energy efficiency,;
access to accurate energy saving advice; i ncentives for
investing in new technol ogi es; and buil ding codes and standards.

4:58:16 PM

MR. ROSE then described the Al aska Efficiency Challenge. He
expl ained that the programis currently specific to Southcentral
Alaska and a website is being developed which wll [list 400
energy saving and efficiency nmeasures effective in this region

Consuners can pledge to take certain neasures and the website
will imrediately calculate the savings for the consunmer to see.
The primary goal of this programis to work with the utilities
to nmonitor and verify what the consunmers are doing voluntarily
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to save energy, and then establish conpetitions between

comunities, school s, and  busi nesses, to generate “"the
conpetitive elenment, the conpetitive spirit that people have
that really resonates wth people.™ He opined that this
conpetitive spirit will conmbine with the desire to save nobney
and to save natural gas. \When conpleted, the website will show
detailed information on each of 400 possible ways to save energy
and noney. M. Rose concluded that "this is one piece of the

puzzle, not a silver bullet, none of these are silver bullets,
but just another way that we could be a little bit nore
energy efficient.

5:01: 39 PM

REPRESENTATI VE PETERSEN asked whether the developnent of Fire
Island [Wnd Farn} would help [CEA] and M.&P during the peak
| oad tines.

MR. ROSE estimated that a 54 negawatt project equals about 5

percent of the overall gas generation; however, there 1is
increased wind in the winter that would coincide with the peak
| oad. He was unsure how the wind power would balance wth
hydr o.

CO CHAIR M LLETT thanked the presenters.
5:03: 00 PM
ADJ QURNVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 5:03 p. m
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