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PCOSI TI ON  STATEMENT: Provided a presentation entitled "Energy
Policy for Alaska.”

LUKE HOPKI NS, Mayor

Fai rbanks North Star Borough

Fai r banks, Al aska

PCSI TI ON STATEMENT: Reviewed summary on the State Energy Policy
and Program Recommendations and provided an update regarding
what is going on in the Interior.

STACY SCHUBERT, Director

| nter- Governnmental Affairs

O fice of the Mayor

Muni ci pality of Anchorage

Anchor age, Al aska

POSI TI ON  STATEMENT: D scussed energy solutions for the Cook
I nl et.

DI CK KOGOS, Member

Ket chi kan Gty Counci l

City of Ketchikan

Ket chi kan, Al aska

PCSI TI ON STATEMENT:  Spoke on behal f of the mayor of Ketchikan.

ERI C M DDLEBROCK, Menber

Bet hel Gty Council

City of Bethel

Bet hel , Al aska

PCSI TI ON  STATEMENT: Encouraged the conmttee to review the
possibility of a pilot study for the Iliquefied natural
conpressed gas system that woul dn' t be dependent upon
construction of the pipeline and the short shipping season.

FRANK AGUCHAK, Mayor

Scanmon Bay

Scammon Bay, Al aska

PCSI TI ON STATEMENT: Expressed the need to pursue small hydro
proj ects.

DON MCCONACHI E, Mayor

Cty & Borough of Wangell

W angel |, Al aska

PCSI TI ON STATEMENT: Encouraged the committee to consider hydro
power and interties in Southeast Al aska.

AL DWER, WMayor
City of Petersburg
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Pet er sburg, Al aska

PCSI TI ON  STATEMENT: Expressed support for the electric grid
extension to Kake and opined that hydro assets owned by the
state should remain as such

ROGER PURCELL, WMayor

City of Houston

Houst on, Al aska

PCSI TI ON STATEMENT: Di scussed energy costs and alternatives in
Houst on.

W LLARD DUNHAM Mayor

Cty of Seward

Sewar d, Al aska

PCSI TI ON  STATEMENT: Discussed the City of Seward' s energy
difficulties and offered suggestions.

DAVE STONE, Mayor

Cty & Borough of Yakutat

Yakut at, Al aska

PCSI TI ON STATEMENT: D scussed energy solutions that Yakutat is
considering or in the process of inplenenting.

DAN O HARA, Mayor

Bristol Bay Borough

Naknek, Al aska

POSI TI ON STATEMENT: Rel ated the energy situation in the Bristol
Bay Bor ough.

STANLEY MACK, Mayor

Al euti ans East Borough

Anchor age, Al aska

POSI TI ON STATEMENT:  Di scussed energy concerns for the Al eutians
East Bor ough.

VERNE RUPRI GHT, Mayor

City of Wasilla

Wasill a, Al aska

PCSI TI ON STATEMENT: Di scussed energy concerns in Southcentra
Al aska, specifically the Gty of Wasilla.

DOUG | SAACSON, WMayor

City of North Pole

North Pol e, Al aska

PCOSI TI ON STATEMENT: Di scussed concerns and offered suggestions
regardi ng energy issues in North Pole and the state.
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PATRI Cl A PHI LLI PS, Mayor

City of Pelican

Pel i can, Al aska

PCSI TI ON STATEMENT:  Di scussed concerns with energy and proposed
an intertie between Pelican and Hoonah.

HARLEN NEWVAN, Menber

King Cove City Council

Cty of King Cove

Ki ng Cove, Al aska

POSI TI ON STATEMENT: Di scussed hydro power use in King Cove.

ACTI ON NARRATI VE
3: 05: 59 PM

CO- CHAIR CHARI SSE M LLETT called the House Special Committee on
Energy neeting to order at 3:05 p.m Representatives Mllett,
Edgnon, Johansen (via teleconference), Petersen, and Tuck were
present at the call to order. Representatives Fairclough and
Joul e were also in attendance.

APRESENTATI ON ON THE HOUSE ENERGY STAKEHOLDERS (GROUP, STATEW DE
ENERGY POLI CY BILL

3:06: 23 PM

CO- CHAIR M LLETT announced that the only order of business would
be the presentation on the House Energy Stakeholders G oup,
Statewi de Energy Policy Bill.

3:07:45 PM

BILL POPP, President & CEO  Anchorage Econom c Devel opnent
Corporation, thanked the nenbers of the Stakeholder Advisory
Panel, which are listed on slide 1 of the presentation entitled
"Energy Policy for Al aska." M. Popp, referring to slide 2,
expl ai ned that the panel was designed for the follow ng:

To develop a statewi de energy policy as the basis for
a Jlong-term vision to address Alaska' s energy
chal | enges and opportunities

Through adopted policy, align state governnent in a
unified set of strategic goals for the State of Al aska

HOUSE ENE COWM TTEE -4- Novenber 17, 2009



Lead to the devel opnent of a conprehensive energy plan
to achieve the strategic goals of the State of Al aska

3:10: 41 PM

CHRI S ROSE, Executive Director, Renewable Energy Al aska Project
(REAP), interjected that there are a lot of energy plans out
t here. However, what's lacking in Alaska is an overall state

policy for the next several decades. An overall state policy is
necessary to provide the guidelines and goals for energy plans
and projects. He expressed hope that statew de energy plan
legislation will pass this session so that work can begin to
establish which goals are inportant and what plans and projects
will inplement those goals.

3:12:10 PM

MR. POPP, referring to the slide entitled "Principles Guiding
the Process,” related that the principles guiding this process
were agreed upon early in the process, including the foll ow ng:

»The future success of Alaska' s statew de econony is
tied to available, reliable, and affordable energy
for:

» Residential users

= Commercial users

» |Industrial users
»\Worl| dwi de supply and demand for fossil fuels and
concerns about global climte change wll affect the
price of fossil fuels in the future

MR. POPP opined that the state needs to think strategically
regarding how to address the aforenmentioned issues in the
future.

3:12:54 PM

MR. ROSE infornmed the commttee that he and M. Popp were both
involved in the Tri-Borough Conm ssion Energy Policy, which was
already in existence when the [House Energy Policy Stakehol ders
Advi sory Panel] began neeting in July. The House Energy Policy
St akehol ders Advi sory Panel has had five neetings thus far. At
one of the early neetings, the Tri-Borough Comm ssion Energy
Policy and Report was reviewed and determned to be a good
starting point in the devel opnent of a statew de policy. The
advi sory panel recognized that the Tri-Borough Comm ssion Energy
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Policy was focused on Southcentral Al aska, and therefore only
sonme of the ideas could be applied to a statew de policy.

3:14:29 PM

MR. POPP related that the policy the panel drafted is currently
undergoi ng | egal review covers the follow ng basic key points:

»Pronotes energy efficiency and conservati on

»Pronotes devel opnment of renewable and nonrenewabl e
energy resources

»Pronotes econom ¢ devel opnent through cost effective
| ong-term sources of energy for communities statew de
»Supports energy research, education, and workforce
devel opnent

»Supports coordination of governnental functions and

pr onot es streani i ni ng of regul atory processes,

avoi di ng duplication of effort, and over al

coordination of effort by all |evels of governnent
3:16: 20 PM

MR. ROSE, referring to the slide entitled "The Key Steps Going
Forward,"” opined that it helps describe the process the panel
went through over the last five nonths. The panel, he rel ayed,
agreed upon the need for a policy that was distinct from the
goals, planning, projects, and inplenentation that have been
di scussed. The resulting legislation is very general and all ows
the legislature, regions, and conmunities to develop tailored
plans while being aligned with the goals the |egislature may set

and the [statew de] policy. He reiterated the need for a
statewi de energy policy that's a nmap for the future. However,
that doesn't nean that the legislature can't change the policy
at some point. Still, there needs to be a statew de goal while

havi ng regional planning and projects to inplenment those goals,
he opi ned.

3:18: 25 PM

MR. POPP highlighted that although it was a consensus-driven
process, there was very spirited debate over various points of
the policy and the direction it was taken. He characterized the
proposed legislation as a docunent that has aspects that all
menbers of the advisory panel felt were inportant to establish

such as a policy that can be codified through the state
statutory process and w thstand various adm nistrations. The
nost inportant first step is to set the foundational policies
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because from that goals can flow from which can flow a plan to
achi eve those goal s.

MR. ROSE and POPP t hanked everyone who has been involved in this
process.

3:20: 07 PM

CO-CHAIRS M LLETT and EDGVMON both thanked everyone, including
the conmttee nenbers, who have worked on this proposed
| egi sl ati on.

3:22: 09 PM

CO-CHAIR M LLETT noved on to testinmony fromthe Al aska Minici pa
League (AM.).

3:22:42 PM

LUKE HOPKI NS, Mayor, Fairbanks North Star Borough, said he would
review the draft summary on the State Energy Policy and Program
Recommendat i ons and provide an update regarding what is going on
in the Interior. Interior Alaska, particularly Fairbanks, has
issues with the cost of energy as does the rest of the state

He related that the Fairbanks North Star Borough has concern
with wood burning activities that have resulted 1in a
nonattai nnent area in the borough. He indicated that having an
attainment plan that works within the next three years is a
difficult proposition because three years is a short w ndow for
the borough as well as the state, as it relates to funding
I ssues. Mayor Hopkins informed the conmttee that he is a
menber of the Alaska Gasline Port Authority Board, which is
reviewing the possibility of bringing natural gas by truck from
the North Slope to Fairbanks and other Interior areas. Although
natural gas is available to the Interior from the Tri-Borough
area, it's nore expensive than fuel oil in the comunity. He
enphasi zed the need for Fairbanks to have reliable, affordable,

and clean energy in the community soon. Although Mayor Hopki ns
said that he is pleased to see that the proposed |egislation
addresses many renewable and alternative energy prograns, the
Interior faces a short-term issue that he hopes wll be
addressed in the upcomng |egislative sessions. He expressed
concern for Fairbanks' ratepayers since Golden Valley Electric
Associ ation (GVEA) may not have "junped onto" HB 183 to ensure
that its generating equipnent is reliable. If the anchor tenant
for bringing natural gas into the community by truck is GVEA it
would lower the rates to the nenbers of that cooperative. Mayor
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Hopki ns encouraged the commttee to consider how HB 183 wll
i npact those in the Interior. He noted concern with renewable
and alternative energy |[sources/plans]. The current resource
avai lable for consunmers [in the Interior] is coal, which he
assuned neans that the Healy clean coal plant will nove forward.
In conclusion, Myor Hopkins related his appreciation for the
work that occurred to address renewable and alternative energy
sources in Al aska.

3:29: 04 PM
STACY SCHUBERT, Director, Inter-CGovernnental Affairs, Ofice of

the Mayor, Minicipality of Anchorage, rem nded the conmttee
that Mayor Sullivan established a task force to address energy

issues in the Southcentral region. There is a group of
concerned individuals who have been working diligently wth
regard to ener gy I ssues, specifically in relation to
deliverability in Anchorage. The mayor has also had a test

event wth Anchorage citizens to focus on conservation efforts.
About 4 percent of the community participated and there was
about a 4 percent reduction in energy the night of that test.

She indicated that there will be nore tests of that nature in
the future. However, the internediate solution for the Cook
Inlet region is storage, on which the mayor would like to focus
over the next couple of years. Wth regard to the long-term

solution for the Cook Inlet region and throughout Al aska, Mayor
Sullivan is commtted to working with the legislature as it
devel ops sol utions.

3:31: 06 PM

REPRESENTATI VE TUCK related his understanding that the utilities
were going to run [energy conservation] tests; and then inquired
as to when those woul d occur.

M5. SCHUBERT clarified that the municipality did work with the
utilities to perform the aforenentioned test. The wutilities
have indicated that they |earned nuch from that exercise. She
said that she didn't know whether additional exercises with the
i ndividual utilities are planned.

3:31: 45 PM

DI CK KOOS, Menber, Ketchikan Cty Council, Gty of Ketchikan,
spoke on behalf of the nmayor of Ketchikan. He opined that the
energy policy has to include non-renewable and renewable
resources as well as conservation. In Sout heast Al aska, the
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primary source of energy is hydro. Through the help of the
mayors of Wangell and Petersburg, power was sent through the
Swan- Tyee power lines. He noted that there are other sources of

energy available if there is a wllingness to tackle them
Still, it will require help fromthe |legislature and |ikely some
changes from the federal gover nnent . He specified that

hydropower has to be recognized as a renewable resource and
bi omass in the Tongass National Forest has to be avail able. He
then related that nuclear has to be a source of energy as well,
particularly since it seens to be nobre portable. M. Koos
opined that federal regulations enpower the federal regulators
and the environnmental groups to stop or significantly delay
proj ects. Therefore, the state needs to assert its rights and
sovereignty to keep the federal governnment away.

3:35:18 PM

CO CHAIR EDGVON inquired as to the kilowatt per hour rate in
Ket chi kan.

MR, KOOS answered that it's $.10 plus $.01 for diesel that wll
have to be run. He related that Ketchi kan purchases power from
t he Two-damm pool for about $.06 cents and the other $.10 is the
cost to run the power lines, etcetera in town. In further
response to Co-Chair Edgnmon, M. Koos confirned that there is a
trend of nore people heating their hones with electricity than
di esel . In fact, a nunber of public buildings are considering
using electricity. M. Koos told the commttee that if the data
from the consultants to the manager of Ketchikan is correct, in
five years Ketchikan wll be pushing existing power Ilimts.
Therefore, Southeast Al aska needs to continue to inplenent hydro
projects or other projects to generate electricity and connect
them together in order to reduce costs.

3:37: 07 PM

ERI C M DDLEBROOK, Menber, Bethel Gty Council, Cty of Bethel,
t hanked the commttee for all its hard work traveling throughout
the state to take testinony on energy, which he opined is the
nost inportant issue for the state. He pointed out that one of
the duties of local government is to create an environnment in
whi ch business and people can thrive. The high cost of energy
has made the aforenentioned difficult. Al t hough he has had
peopl e approach him with various ideas for value-added fish,
craft sales, etcetera, it has been difficult for those
busi nesses to take hold and develop with such a high cost of
ener gy. M. Mddl ebrook highlighted that there is another
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energy source for rural communities, which is to purchase
liquefied natural gas (LNG on the world market, ship it into
rural Al aska, and store it as conpressed natural gas. The PDC
Harris Goup, through a local tribe, has applied for a grant
from the Alaska Energy Authority (AEA) for the aforenentioned
energy source. However, it was denied because it wasn't deened
to be a renewabl e energy project. Still, M. M ddl ebrook opined
that such a scenario should be reviewed. The cost of a pilot
study was $75, 000. Furthernore, the cost of LNG on the world
market is a fraction of the price of petroleum He informed the
conmittee that LNG costs about $4-5 per million British thernmal
unit (MBtu) versus over $30 for petroleum The LNG nar ket
seens to indicate that the price for LNG will remain low for
quite sone tine and the supply wll be available. M .
M ddl ebrook then infornmed the conmttee of a propane project
with the North Slope gas supply. The North Slope gas has a
| arge amount of propane in it that needs to be renoved before
the gas is shipped. The [propane] would be shipped by barge to
Western Al aska. He enphasized that Bethel is desperate for any
source of energy that's cheaper than oil. However, he expressed
concern wth the aforenentioned project because of the
difficulty with shipping things from the North Slope due to
weat her. Furthernore, there are limted shipping conpanies in
the area. The aforenentioned neans that the aforenmentioned
project would have sone of the sane problens with shipping to
Bethel that the petroleum distribution does. Mor eover, the
project is dependent upon the gas pipeline being built. Wt h
that said, M. Mddlebrook encouraged the commttee to review
the possibility of doing a pilot study for the Iiquefied natural
conpressed gas system that woul dn' t be dependent upon
construction of the pipeline and the short shipping season of
the North Slope as it could be a possible | ow cost energy source
for nmost of Western Al aska and rural Al aska.

3:41: 18 PM

FRANK AGUCHAK, Mayor, Scanmon Bay, related the following story
to the comittee. Back in 1972, the US. Arny Corps of
Engi neers cane to Scanmmon Bay to performa feasibility study of
alternative energy, which included snmall hydro projects. The
af orenenti oned study concluded that small hydro projects were
very doable. However, the community elders rejected the project
based on concern for the environnent. The conmunity of Scammon
Bay has struggled over the last two years due to nearly $8 per
gallon for heating fuel. Mayor Aguchak said that he is
encouraged to hear that the State of Alaska is in support of the
af orenenti oned alternative energy endeavor. To that end, he

HOUSE ENE COWM TTEE - 10- Novenber 17, 2009



encouraged the comrttee to continue its work. In response to
Co- Chair Edgnon, Mayor Aguchak said that he didn't know the cost
of power per kilowatt hour. He then opined that hydro power
woul d be [appropriate and doable] for six nonths and perhaps
wi nd turbines could address the other six nonths.

3:45:40 PM

DON MCCONACHI E, Mayor, Cty & Borough of Wangell, infornmed the
committee that one of the goals of the Al aska Conference of
Mayors is to have 50 percent renewable energy by the year 2025.
He encouraged the conmittee to review Southeast Al aska because
W angel |, Petersburg, and Ketchikan are where a lot of the state
would like to be [energy w se]. Wangell residents enjoy $.11
per kilowatt hour and those who do a certain anount of
infrastructure, such as installing electric heating wunits,
receive $.08 per kilowatt hour for that section. He encouraged
the committee to review the rainfall and high elevation |akes
| ocated in Southeast Alaska, which are potential energy for
Sout heast Al aska along with interties to small communities.

3:47:. 42 PM

AL DWER, Mayor, City of Petersburg, also thanked the committee
for its work and travel throughout the state. I n Petersburg,
the wholesale cost of hydro is 6.8 cents, while the average
honeowner's cost is $.11 per kilowatt hour. However,
communities such as Kake have faced difficult tines due to
energy costs. He expressed hope that the electric grid
extension, along wth the road, to Kake wIll revive the

comunity. Mayor Dwyer opined that it's inportant that hydro
assets that belong to the state remain with the state because
private ownership of hydro assets isn't a good idea since

corporations are driven by profit. The Swann Lake Tyee Lake
Project is a nunicipally owed power and |ight conpany, the goal
of which is to drive the wholesale cost of power down. He
expl ai ned that a reserve fund has been devel oped to pay for the
things that break. Once enough reserves are accunul ated, the
cost of power is |owered. He related his belief that in the
near future the cost of power in the area will be less than 6.8

cents per kilowatt hour. Mayor Dwyer added that it's inportant
for the Native comunities |ocated in Southeast Alaska to
benefit from the public nonies that Petersburg, Ketchikan, and
Wangell have received. The only way to acconplish the
aforenentioned is to include themin the grid and elimnate the
use of diesel.
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3:50: 54 PM

ROGER PURCELL, Mayor, Gty of Houston, informed the commttee
t hat although Houston is near Anchorage, 80 percent of the city
heats with diesel fuel. Currently, diesel heating fuel costs
about $3.15 per gallon, which has driven up heating costs. He
noted that |ast year he converted his furnace to a coal furnace,
which reduced his [energy] costs by about 60 percent.
Furthernmore, Usibelli delivers coal to the house, at quite a
significant savings. He expressed the need to review hydro in
the Mat-Su Valley, particularly the Susitna area. He inforned
the committee that Houston is trying to inplenment plans that
were discussed in 1972 when a conprehensive plan was discussed.
He said that it seens projects are studied to death and mllions
of dollars are spent reviewing and analyzing projects that are
put on a shelf to collect dust. It's tine, he opined, to follow
through because infrastructure and |ow cost energy bring
busi ness and econom c grow h. He pointed out that although the
Mat - Su Borough has a l|lot of nethane gas, there are ordi nances

prohibiting drilling for nmet hane  gas. He recalled a
conversation with a legislator who said that if drilling for
met hane in the Mat-Su Valley jeopardized a bullet |ine, hel/she

woul d ensure it didn't go through. Mayor Purcell opined that
the aforenentioned is an exanple of a poor view of the future
for Al aska, especially in this area. He expressed the desire
not to penalize areas that have other growh areas because it
may | eopardi ze sonething that nmay happen in the future. Biomass
is another area of opportunity, wespecially in sone of the
outlying Bush areas that can be utilized instead of diesel fuel.
Furthernore, converting from diesel doesn't cost very nuch.
Mayor  Purcel | acknowl edged that everything needs to cone
t oget her at once, but enphasi zed the need to nove forward.

3:55: 24 PM

CO- CHAIR EDGVON noted that a lot is going on regarding energy in
Al aska, in terns of the local, state, and federal governmnent.

He opined that one natter to be considered next session will be
whet her state governnent should be involved in helping wwth the
energy situation. He further opined that there should be a

centralization of the various arns of state governnent
concerning energy. He inquired as to Mayor Purcell's experience
with those trying to nove the energy issue forward.

MAYOR PURCELL related that the Cty of Houston just applied for

an environnental inpact study from AEA for a small generation
system for nmethane along wth a bladder system The
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af orenenti oned would provide |ow cost steam heat for the schoo
and all the nmunicipal buildings in Houston as well as provide
electricity to the industrial areas. Furthernore, the notion is
to sell electricity back to Matanuska Electric Association (MEA)

in order to pay for the plant itself. However, natural gas and
met hane is not considered a renewable resource of energy, and
therefore may not qualify for the grant funds. Mayor Purcel

recalled his time on the WMit-Su Resource Conservation
Devel opnent [organization] that worked with the Snmall Business
Adm nistration to help people obtain |oans for alternate energy
[ systens]. Those people weren't able to proceed past a certain
step and there was no real help to nove people past the next
phase.

3:57:49 PM

CO CHAIR EDGVON surm sed then that it would be helpful to have a
one-stop shopping area [for |ocal governnents to access].

MR, PURCELL said that there really isn't an [agency] that
provides information for an individual area, and therefore an
[agency] that streamines the available information would be
desirabl e.

3:58:43 PM

W LLARD DUNHAM WMayor, City of Seward, opined that the state's
energy policy is probably the nost inportant thing facing the
| egi sl ature today. He noted that although community needs are
different, they're actually the sane. Mayor Dunham informed the
commttee that Seward owns its own [electric] plant and owns 38
mles of line. Currently, the City of Seward is performng a $5
mllion upgrade of its diesel backup system Presently, the
Cty of Seward purchases power from Chugach Electric at a cost
of about $.12 per kilowatt hour. However, he enphasized that
the fuel surcharge al nost doubles the cost of electricity. The
fuel surcharge is a direct cost added on to the bill and [the
city] has no control over it whatsoever. Furthernore, the | ack
of assistance fromthe state has resulted in a weakening of the
delivery systens. The Railbelt Intertie funds have slowy been
si phoned back with the accunmulated interest and not all the
funds were expended. In fact, the city wasn't able to upgrade
its system For exanple, Seward's system has three different
carrying capacities, which can cause problens. Mayor Dunham
recalled the [reports] past admnistrations created. Al t hough
he characterized the current report before the commttee as
sinmplistic, he said he was glad to have it before the conmttee.
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He noted that now there is "GRETZKY". Although some headway has
been made, the six utilities [in Al aska] are about split [on the
adm nistration's plan]. It's up to legislators, he said, to
build a system to help [local communities]. Mayor Dunham
acknow edged that the Railbelt doesn't enconpass all the power
problenms in the state, as has been evidenced by the testinony
the committee has heard. He reiterated that comunities
t hroughout the state are the sane, yet different. G ven the
right opportunity, he opined that "GRETZKY" —could work,
especially if the legislature was involved as it was in the
Bradl ey Lake hydro project. In the Bradley Lake project, all
the utilities participated by percentage of population and the
state backed the bonds that the wutilities paid back. He
expressed hope that the legislature will review such a process
when it inplenments an energy policy. Mayor Dunham enphasi zed
that it's inportant for the legislature to address energy needs
[of local comunities] for which new power delivery systens,
generati on, weat heri zati on, and alternate energy are Kkey
conponent s. However, [an energy policy] can't be acconplished
if the state doesn't provide the backing or opportunity to do
So. A stable gas supply is also necessary because there is no
way to get a gas line to Seward w thout getting gas reserves.
In closing, Mayor Dunham said that although the availability of
cash is problematic, the legislature can provide backing for a
pr ogram He expressed hope that the legislature will review a
fi nanci ng schedul e to acconplish the state's energy goal s.

4:06:40 PM

REPRESENTATI VE TUCK related his understanding that the City of
Seward owns the local utility and did have the ability to power
its own generation plant by diesel.

MAYOR DUNHAM confirnmed that the Gty of Seward bought diesel for
$.7 a gallon and the power was delivered by hydro, which was

$.11 [per Kkilowatt hour]. Therefore, the comunity elected to
dismantle its hydro system and use diesel. However, once the
cost of diesel rose, Seward worked out a contract w th Chugach
[Electric] to [purchase] energy from it. The City of Seward

decided to hold the diesel plants as backups in order to avoid
power outages. Mayor Dunham pointed out that if there's a power

shortage in Anchorage, the Cty of Seward will end up going on
diesel at which point energy costs wll increase by $.30 or
nor e.

4:09: 44 PM
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REPRESENTATI VE TUCK inquired as to any of the problens WMyor
Dunham foresaw with the GRETZKY program as well as sone of the
solutions for the Gty of Seward.

MAYOR DUNHAM opi ned that the "CGRETZKY" programis the answer, as

it's a centralized power corporation nuch like that of the
Bradl ey |ake project in which [the energy] is prorated out to
[the various utilities] that maintain their own systens. The

situation would be nmuch like the arrangenent the City of Seward
has with Chugach Electric. He commented that he didn't believe
that the utilities would ever turn over their ownership to the
state, and furthernore he didn't believe that would be the best
approach either.

4:12: 08 PM

DAVE STONE, Mayor, Gty & Borough of Yakutat, infornmed the
conmittee that residents in Yakutat pay $.55 per kilowatt hour.
He then expressed concern that power cost equalization (PCE)
isn't available for public buildings or businesses. Due to
cheaper energy costs for freezing black cod, boats go to Seward
or Sitka to sell their black cod that has to be frozen before
sending it to Japan. Mayor Stone opined that the Cty & Borough
of Yakutat is ahead of other commnities in terns of energy
[ solutions] because it's on the second stage of bionass
el ectrical generation. The hope is to bring electricity costs
down to $.11 per kilowatt hour. He explained that Yakutat w |l
pl ant 6,000 acres of alders as fuel stock. \Wen the alders are

grown, a thinning process will begin and that wood will be used
to fire the generator. Yakutat is also pursuing wave energy,
and is in step three of that process. In fact, Yakutat is the

only community that has applied for the funds. He described the
wave energy system as a clam shell that punps fluid to shore to

turn the turbines. Mayor Stone acknow edged that the wave
energy system is an expensive project, but he expressed hope
that the legislature will view it as a good pilot project.

Returning to PCE, WMayor Stone pointed out that the state wll
have to put nore funds into PCE if businesses and public
bui |l di ngs are funded. He further pointed out that economc
developnent in the Bush is dependent on energy. In fact,
grocery stores are closing because they can't afford to run
freezers at $.55 per kilowatt hour. He highlighted that Yakutat
is the only comunity in Southeast Alaska wthout hydro
capability, which resulted in AEA saying that Yakutat is going
to biomass electrical generation. |In response to Representative
Petersen, Mayor Stone informed the commttee that Yakutat
i nvested $45,000 to study wave power. The study concluded that
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wave power in Yakutat is feasible, and therefore the project is
nmoving on to the next step. The hope is that there would be a
pilot project for wave power in Yakutat. He noted that the
community would need additional funds to support a pilot
proj ect .

4:18: 04 PM

DAN O HARA, Mayor, Bristol Bay Borough, thanked the commttee
for the opportunity to speak. He inforned the commttee that
it's an exciting time in the Bristol Bay Borough because the
| ocal electric conpany has a thermal drill rig that would result
in the capability of directional drilling at 8,000 and 11, 000
[feet]. Furthernmore, [the local electric conpany] is ready to
drill a second hole. Wth regard to energy, eight years ago

Kvichak Bay had 25 million fish after being closed. The stock
size has risen steadily to reach 31 mllion fish harvested in

20009. In 2010, it's projected that 33.5 mllion fish are
expected to return. However, there's no processing capability
in the area. The aforenentioned is related to energy because
the area residents pay $.57 per kilowatt hour. He expl ai ned
that when [this energy source is available] energy costs in the
area wll decrease to $.13 per kilowatt hour and include 15
communities and the Bristol Bay Borough. In fact, the rights-

of -way for the electric lines are already being planned. May or
O Hara opined that it's time for the state to help Naknek
Electric and the Bristol Bay Borough with regard to energy. He
further opined that [with the availability of |ower cost
el ectric power] the processors or the borough would likely [fund
a processing plant to] freeze the projected |arge amounts of
fish.

4:24:12 PM

CO- CHAIR EDGVON inquired as to the inpact of the high cost of
l[iving in the Bristol Bay Borough.

MAYOR O HARA inforned the committee that for the last five years
t he popul ation has been noving to Anchorage due to the cost of
energy and the lack of a full athletic and nusic program The
school popul ation decreased from 315 to 145 students and rose
slightly this year to 155 students. Furthernore, the cost of
energy is so high that retirees have to nove to Anchorage in
order to survive. Mor eover, young people find it difficult to
return to the area. He informed the commttee that two years
ago, Crowey didn't give Perryville fuel, and therefore it had
to be flown in. The cost to fly in the fuel was $750 for five
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55 gallons of fuel and $1,150 for 55 gallons of stove oil. He
opined that Crowl ey not delivering the fuel was unconscionabl e.
Mayor O Hara suggested that although everyone will have to work
together, legislators are integral in the equation of making a
di fference.

4:26:45 PM

STANLEY MACK, Mayor, Aleutians East Borough, infornmed the
committee that in the Aleutians there is every type of energy
avai l abl e, but there's no way to harness it. Fortunately, up to
this point King Cove has been able to harness the hydro power,
which has been a trenendous asset. Al though there is
geot hermal, wave action, tidal action, natural gas, and wind in
the area, it's all cost prohibitive to devel op. Furt her nore
devel opnment of any of the aforenentioned resources is often
heavily regulated and faces environnental opposition. Mayor
Mack opined that if some of these alternative energy projects
could be identified and running, nuch of the Al eutians energy

probl enms could be addressed. He then echoed earlier testinony
that the fuel surcharge is an additional cost to the already
hi gh cost of energy. The Al eutians East Borough, he related,
has tried to identify the resources in the area, and is willing

to work with the |legislature on that.

MAYOR MACK told the comrittee about the environmental obstacle
construction of the King Cove School faced and overcane. During
construction of the aforenentioned school, a waste heat recovery
unit was incorporated for use in the school. Funds had to be
borrowed for the aforenmentioned. Mayor Mack enphasi zed the need
to receive assistance in the form of a grant for projects such
as the aforenentioned. He related that about $40, 000-$50, 000

has been saved in the operation of the school. He then noted
t hat anot her source of energy has been identified as a possible
suppl ement to existing energy. He opined that there is energy

to supply power to the neighboring comunity of Cold Bay. The
af orenentioned elimnates the use of fossil fuel in generators,
whi ch are going to have to be upgraded in order to neet upcon ng
em ssion standards. The cost to upgrade will cause the cost of
el ectricity to increase. However, an increase in electricity
could be avoided if the hydro or geothermal power could be
har nessed. Furthernore, such action could lead to an extension
of electrical lines to neighboring comrunities. He reiterated
the need to review funding such projects and getting the
investnment back in a grant form to keep communities alive and
wel | . He then predicted that fish processing plants are going
to face nore demand on their power grid, which neans nore diese
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power. However, em ssions will be at the maxi num | evel and thus
won't be able to be expanded. The use of hydro power could
allow the use of alternate energy sources, which could result in
t he expansi on and devel opnent of the resource. Mayor Mack said
that the borough is looking to partner with the legislature in
any way it can to identify the available alternative resources
and if possible even receive financing for the long term

4:38: 00 PM

VERNE RUPRI GHT, Mayor, City of Wasilla, opined that the
| egislature is a diverse group of people from across the state
who certainly understand the problens in their districts. He
remarked that the Mat-Su Valley shares the same problens as the
Anchor age ar ea. Mayor Rupright related that he fully supports
the [proposed] anendnent to Title 44, although he noted that it
will take political will [to be adopted]. He then expressed the
need for one-stop shopping and noving past the borough codes,
which seem to be an inpedinent. He noted his agreenent wth
Mayor Purcell that the aforenentioned can be achieved if there
is state will behind it. Al t hough there have been nany good
ideas put forth during the Myors Conference and today's
neeting, the state isn't on one grid and is sectionalized. The
af orenenti oned, he said, results in each area dealing with its
own i mredi ate problens. O critical inportance in Southcentral
Al aska is storage. Mayor Rupright urged the legislature to take
the anmended Title 44 and put political power and will behind it
with the federal governnent and | ending agencies. He reiterated
that on the short-term [Southcentral Alaska]l] needs to address
its storage problem while on the long-term hydro power, gas
devel opnent, and net hane devel opnent is necessary. For exanple,
Sutton to the Beluga fields has enough coal for 1,000 years.
The coal has to be used efficiently and the negativity toward
coal has to be overcone. Mayor Rupright urged the |egislature
and the state to support private corporations, Native
corporations, and smaller comunities to help them overcone the
rules and regulations and find funding to have cheap power for
econonm ¢ devel opnent, especially in light of the increase in
popul ation in the Mat-Su Vall ey. I n concl usion, Myor Rupright
again urged the conmittee to pass the proposed anendnent wth
sone teeth so that it's a one-stop shop "because we're certainly
going to go cold and dark in a relatively short period of tine
inthis part of the state if we don't act.”

4:42: 54 PM
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CO CHAI R EDGVON noted his agreenent with Mayor Rupright in terms
of the need for political will to advance the issue of energy.
He then inquired as to what the Al aska Muinicipal League (AM.) is
doing in terns of discussion and resolutions tied to energy.

MAYOR RUPRI GHT responded that energy has been discussed and AM
has put forth a resolution on the topic. He opined that the
mayors are supportive of addressing energy issues.

4:44:52 PM

CO CHAIR EDGVON returned to the earlier nention of the need for
a centralized agency to deal with the various el enments of energy
wi t hout grow ng governnent.

MAYOR RUPRIGHT noted his agreenment with the aforenentioned
phil osophy in order to help the small and |arge towns address
energy needs. However, he questioned where the funding
necessary to pass regulations can be found. He related that the
[ Mat - Su Borough] code only permts the construction of a 50
megawatt [plant]. The aforenmentioned is why a gentlenan crossed
the bridge into Anchorage with a check for $2.4 mllion to
acquire property that would power an area as |large as Woni ng

He suggested that perhaps a used aircraft carrier or booner
could be parked and plugged into to provide nuclear power. The
aforenmentioned is done in rescue mssions all over the world.

4:48: 03 PM

DOUG | SAACSON, Mayor, City of North Pole, began by informng the
commttee that the Alaska Conference of Mayors supports
consideration of all routes and the i medi ate construction of an
in-state gas |line to provide reliable energy price relief for
Al askan communities as well as an inducenent for business and

enpl oynment enterprises. However, the aforenentioned neans
different things to each mayor. To Mayor Cottle it may nean a
line down to Valdez while to those in North Pole, it neans
obtaining a bullet line that will help power 180 negawatts of

Golden Valley Electric Association electricity generation. The
goal in the Cty of North Pole is to obtain something so that
the cost of a refined product is |essened. Mayor | saacson
enphasi zed that the priority for this year would be constructing
the gas |Iine. Wth regard to whether the gas l|line should be
constructed by inducenent or by anchor tenants that attract
ot her tenants, Mayor |I|saacson highlighted that the [state] has
been waiting since the 1950s to have a gas line built by
i nducenent. He opined that a gas line wll never be constructed
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by inducenent until the state steps in and anchors busi nesses so

that nore business can grow. The aforenentioned has to be
addressed otherw se the businesses that are present and the
enpl oyment from them will disappear in the next few years. He
t hen encouraged the legislature to get coal to |liquids going and
exporting that for mlitary wuse, which wll allow Al aska

residents to have residual pricing rather than prem um pricing.
Mayor |saacson then referred to a report from Steve Haagenson,
which [proposes] "a trickle up from the Cook Inlet." He
expl ained that there are 70 negawatt transmission |lines to nove
the cheaper produced electricity wth natural gas to the

I nterior. He enphasized the need to solve the natural gas
problenms in the area, but pointed out that if the Healy C ean
Coal plant gets going it wll produce 50 negawatts of energy and

there's a 60 nmegawatt power generator in North Pole that could
be converted to natural gas or propane for only $2 nmillion
versus $150 million nore to get the Healy C ean Coal plant on-

l'ine. He stressed that it's vital for the Interior to get
support for North Pole as it has tw refineries that have a
statew de i npact. At this point, North Pole doesn't foresee a

bright future without protecting the existing tenant industries.
4:54: 40 PM

PATRICI A PHI LLI PS, Mayor, City of Pelican, informed the
committee that Pelican has a hydro reservoir and dam Al though
the reservoir is fed by a salnmon stream the topography is such
that the dam is located where the fish cannot reach. As
everyone may know, Pelican's flune collapsed this past August
due to torrential rains. The city is in the mddle of an AEA
upgr ade. The city has been working with AEA for about five
years and new power plant nodules have been put in place to
replace old diesels that were from Nevada silver mnes of the
early 1970s. Because the City of Pelican is using diesel right

now, its residents are paying $.38 cents per kilowatt. However,
prior to the collapse of the flunme, the residential rate was
$.17 cents per kilowatt. Mayor Phillips rem nded the conmttee

that Pelican Seafoods is located in Pelican where it processes
various species of fish. The energy costs for the freezers of
Pel i can Seafoods ampbunts to about $9,000 a nonth when using
hydro power, whereas it anpbunts to about $17,000 a nonth when

usi ng diesel power. Since schools aren't eligible for PCE
while the Pelican school uses diesel the gym can't be open at
ni ght because it's too expensive. The cost of energy for the

gym has risen from $400 when using hydro power to $1,000 when
usi ng di esel.
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MAYOR PHILLIPS told the conmttee that the City of Pelican has
identified that the existing hydro resource in Pelican wll
support the energy needs of Pelican as well as those of Hoonah.
Hoonah uses 100 percent diesel and it also has a cold storage
facility. Those in Hoonah pay $.58 per kilowatt for
electricity. There has been discussion of constructing a line
from Pelican to Hoonah, a community of about 600 residents.
Supplying electricity to Hoonah will require construction of an
intertie between the two communities. She noted that Elfin Cove
lies between Pelican and Hoonah and could also join the
intertie. Myor Phillips suggested that it would be appropriate
for this conmttee to reconmmend to the legislature to fund a
coordi nator through the Southeast Conference. She characterized
such a coordinator as a valuable outreach resource that's
necessary to assist in developing strategies for energy plans
and inpl enentati on. The AEA recommended an integrated resource
plan that would identify energy resources and the economc
i npact that could be inproved through energy efficiencies. The
af orenent i oned, she opined, wuld illustrate support for
di stressed econom es and rural communities, especially those on
di esel power generation. "Clean, efficient, |low cost energy is
one of the main attributes of building a viable comunity," she
hi ghl i ght ed. If the cold storage in Pelican could run again,
val ue- added fishery resources as well as custom processing for
sport caught fish could occur.

5:00: 09 PM

HARLEN NEWVAN, Menber, King Cove City Council, Cty of King
Cove, speaking on behalf of the mayor of the Cty of King Cove,
began by informng the commttee that he is a former power house
hydro operator for the Gty of King Cove. He opined that
renewabl e energy is necessary. Currently, the Gty of King Cove
is doing an upgrade of its existing facility with [the help of]
of AEA. Today, the City of King Cove is using diesel, and thus
700-800 gallons nore of diesel than normal is being used due to
the hydro power being down. The aforenmentioned illustrates that
hydro is key. He related that King Cove [electricity costs] are
about $.26 per kilowatt hour while in the neighboring city of
Sand Point the cost of electricity is about $.50 per kilowatt
hour as it's strictly diesel. The City of King Cove is
exploring wind, tidal, and a second hydro facility.

5:01: 25 PM

CO- CHAIR EDGVON recalled a recent visit to King Cove when the
community was powered by hydro. He suggested that King Cove,
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with its existing hydro facility and second hydro facility
coming on-line and possibilities of wind and tidal power, wll
be a nodel for other communities.

MR. NEWVAN remarked that it's very exciting to have the existing
hydro facility as well as the second facility comng on-line.
Furthernore, the city is looking into wind power and noving its
existing wind tower to a location that's |less turbulent than the
exi sting | ocation.

5:02: 57 PM

REPRESENTATI VE PETERSEN asked if there's an intertie connecting
Ki ng Cove and Sand Poi nt.

MR. NEWVAN replied no, pointing out that Sand Point is about 80
mles from King Cove while Cold Bay is a neighboring city. The
hope is that the second hydro facility would help Cold Bay,
whi ch faces a trenendous kil owatt per hour charge.

5:04: 04 PM

REPRESENTATI VE JOULE said that as he has |istened today he
recalled that in the past the issue of energy was a rural/urban
issue that resulted in a fight. Therefore, he opined that he's
glad that the energy crisis has reached a statew de issue
because it has caused the issue to becone a common focus that's
hel ped everyone to find each other's inportance and recognize
each other's challenges. He further opined that this statew de
focus will finally cause the legislature to act.

5:05: 08 PM

COCHAIR MLLETT encouraged the mayors to take the policy
statenent from the stakehol ders. She noted that soon a web site
will be in place to receive coments. In conclusion, she
t hanked everyone for their testinony.

5:05: 38 PM

ADJ OQURNNMENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 5:05 p.m
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