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VEMBERS PRESENT

Representati ve Bryce Edgnon, Co-Chair
Representative Charisse MIlett, Co-Chair
Representati ve Kyl e Johansen (via tel econference)
Representative Pete Petersen

Representative Chris Tuck (via tel econference)

VEMBERS ABSENT

Representati ve Nancy Dahl strom
Representative Jay Ranras

OTHER MEMBERS PRESENT
Representati ve Peggy W1 son
COW TTEE CALENDAR

House Draft Energy Policy Bill
House Draft Omi bus Energy Bill

PREVI QUS COW TTEE ACTI ON
No previous action to report
W TNESS REQ STER

Bl LL POPP, President & CEO

Anchor age Econoni ¢ Devel opnent Corporation (AEDC)

Anchor age, Al aska

PCSI TI ON STATEMENT: Representing the House Energy Stakehol ders
Group, presented an overview of the formation of the energy

policy.

CAI TLIN H GA NS, Executive Director

Al aska Conservation Alliance (ACA)

Anchor age, Al aska

POSI TI ON STATEMENT: Assisted in the presentation of an overview
of the formation of the energy policy.

RON M LLER, Consul t ant
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Anchor age, Al aska

PCOSI TI ON STATEMENT: | ntroduced provisions of the House Draft
Omi bus Energy Bill in his capacity as a consultant to the
Al aska State Legislature.

ADAM BERG, staff

Representative Bryce Edgnon

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: As staff for Representative Edgnon,
sponsor, assisted in the introduction of the House Draft QOmi bus
Energy Bill.

STEVEN  HAAGENSON, Statewi de Energy Coordi nator; Executi ve
Di rector

Al aska Energy Authority (AEA)

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

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified during the hearing on the House
Draft Omibus Energy Bill and the House Draft Energy Policy
Bill.

SARA FI SHER- GOAD, Deputy Director-Operations

Al aska Energy Authority (AEA)

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

Anchor age, Al aska

POSI TI ON  STATEMENT: Revi ewed sections of +the House Draft
Omi bus Energy Bill.

GENE THERRI AULT, Senior Policy Advisor/ln-state Energy

O fice of the Governor

Fai r banks, Al aska

PCSI TI ON  STATEMENT: Responded to questions on behalf of the
gover nor.

MARI LYN LELAND, Executive Director

Al aska Power Associ ation

Anchor age, Al aska

PCSI TI ON  STATEMENT: Di scussed the House Draft Energy Policy
Bill as a nenber of the Energy Stakeholders G oup that devel oped
t he proposed | egislation.

VEERA KOHLER, President & CEO

Al aska Village Electric Cooperative, Inc. (AVEC
Anchor age, Al aska
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PCSI TI ON  STATEMENT: Di scussed the House Draft Energy Policy
Bill as a nmenber of the Energy Stakehol ders Group that devel oped
t he proposed | egqislation.

JOHN DAVI ES, Seni or Researcher/Public Policy

Cold dimate Housi ng Research Center (CCHRC)

Fai r banks, Al aska

POSI TI ON  STATEMENT: Di scussed the House Draft Energy Policy
Bill as a nenber of the Energy Stakeholders G oup that devel oped
t he proposed | egislation.

ALBERT LUKE, Asa'carsarmuit Tribal Council

Mountain Village, Al aska

PCOSI TI ON STATEMENT:  Described the energy efficiency training he
was receiving in Anchorage.

PAUL D. KENDALL

Anchor age, Al aska

POSI TI ON STATEMENT: Testified during the hearing on the House
Draft Energy Policy Bill and the House Draft Owmibus Energy
Bill.

CLI FFORD FI TKA

Marshal |, Al aska

POSI TI ON STATEMENT:  Speaki ng as a nenber of the Marshall Tri be,
and on behal f of the Chogamiut Tribe, discussed the need for net
metering in rural conmunities.

DEWAYNE COOPER

Construction Project Manager

Native Tribe of Marshall

Marshal |, Al aska

POSI TI ON  STATEMENT: Addressed the need for net netering in
rural Al aska and stated his support for the House Draft QOmi bus
Energy Bill.

TOM LAKCOSH

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified during the hearing on the House
Draft Energy Policy Bill and the House Draft Omibus Energy
Bill.

W LLI AM WARREN

Ni ki ski, Al aska

PCSI TI ON STATEMENT: Testified during the hearing on the House
Draft Energy Policy Bill and the House Draft Omibus Energy
Bill.
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FREYA CHAY

Kenai, Al aska

PCSI TI ON STATEMENT: Testified on the House Draft Energy Policy
Bill.

JERRY MEHLBERG

Val dez, Al aska

PCSI TI ON  STATEMENT: Testified in support of the House Draft
Omi bus Energy Bill.

RI CH W LSON, Menber

Al aska Rat epayers

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified on behalf of Al aska Ratepayers
during the hearing on the House Draft Energy Policy Bill and the
House Draft Omi bus Energy Bill.

DAVI D KARABELNI KOFF

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified during the hearing on the House
Draft Energy Policy Bill and the House Draft Omibus Energy
Bill.

MARVI N YCDER

Pal mer, Al aska

POSI TI ON STATEMENT: Testified in support of the House Draft
Omi bus Energy Bill.

ACTI ON NARRATI VE

10: 09: 04 AM

CO- CHAIR CHARI SSE M LLETT called the House Special Committee on
Energy neeting to order at 10:09 a.m Present at the call to
order were Representatives Petersen, Edgnon, Tuck, (via
t el econf erence), and Mllett. Also in attendance was
Representati ve Peggy Wl son (via tel econference).

10: 09: 36 AM

HOUSE DRAFT ENERGY POLI CY Bl LL
HOUSE DRAFT OWNI BUS ENERGY BI LL

CO- CHAIR M LLETT announced the first order of business would be
the public unveiling of the House Draft Energy Policy Bill
followed by the House Draft Omibus Energy Bill. She rel ayed
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that the committee has traveled throughout Alaska to gather

information for both pieces of |egislation. Co-Chair Mllett
urged the public to understand that these are the first drafts
of legislation that wll be refined by expert and public

testinmony during the commttee process.

10:10: 56 AM

BILL POPP, President & CEO  Anchorage Econom c Devel opnent
Corporation (AEDC), informed the commttee that the House Energy
St akehol der G oup established a framework for the proposed
statewi de energy policy. In addition to M. Popp and Caitlin
Higgins from the Alaska Conservation Alliance, nenbers of the
st akehol der group are: Represent ati ve Edgnon and Representative
MIllett, House Special Conmittee on Energy Co-Chairs; Adam Berg,
Jeff Turner, and Larry Persily, | egi slative staff; Gwen
Hol dmann, Al aska Center for Energy and Power; Robert Venables,
Sout heast Conference; Scott Goldsmth, University of Al aska
Anchorage Institute of Social and Economc Research; Jason
Brune, Resource Developnment Council for Alaska, Inc.; John
Davies, Alaska Cold dinmate Housing Research Center; Ralph
Anderson, Bristol Bay Native Association; Bob Paw owski and
Denali Daniels, Denali Conm ssion; Stacy Schubert, Minicipality
of Anchorage; Marilyn Leland, Al aska Power Association; Meera
Kohler, Alaska Village Electric Cooperative, Inc.; Ron Mller,
consultant; Chris Rose, Renewable Energy Al aska Project; and
Kat hi e Wasserman, Al aska Munici pal League. M. Popp said that
the menbers of the stakeholders group net over the |ast several
nmonths for intense discussions of the issues surroundi ng energy
in Al aska.

10:12:52 AM

CAI TLIN  H GE NS, Executive Director, Al aska  Conservation
Alliance, inforned the conmttee that part of the purpose for
devel oping an energy policy was to provide a basis for a |ong-
term energy vision, and a conprehensive and coordi nated approach
to energy developnment that takes advantage of Alaska's
opportunities and chal |l enges. By taking this step, Al aska wll
be joining other states that are developing statew de energy
pol i ci es. Furthernore, a statewide policy wll align state
government around a set of wunified strategic goals that wll
ultimately guide the state to the achievement of its energy
goal s.

10:13: 35 AM
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MR. POPP added that the key steps of this process were toward a
foundation to establish an overarching energy policy that wll

bring wunity to all of the divisions, sub-divisions, and
political divisions of state governnent. He encouraged the use
of the policy as a base to develop a set of short-, md-, or
| ong-term strategi c goals. Finally, the policy can be used to
develop a plan for the inplenentation of the prograns and
projects to achieve the aforenentioned goals. He said, "In

other words, the foundation is the policy, the direction is the
goals, and the plan is how to achi eve those goals."

10: 14: 43 AM

M5. HHGA NS noted the principle guiding the stakehol ders group's
process was the inportance of affordable, reliable, safe, and

avai |l abl e energy to Al aska' s econony. There are uncertainties
in the market on energy pricing, and concerns about fuel fossi
prices and how heavy energy costs are affecting Al askans. The

issue of energy needs to be addressed by the state, and she
advised that the first step is developing a statew de energy
policy and wuniting around goals to help neet future energy
needs.

10:15:14 AM

MR. POPP continued to explain that this policy is fundanental to
the economc and social health of residential, comrercial, and

i ndustri al users of energy. After sone research, t he
st akehol ders group agreed to use the Tri-Borough Commi ssion
Proposed Southcentral Energy Policy as a starting point. Thi s

docunent addressed many issues that are in commobn across the
state; however, the docunent was broadened to a statew de focus
that would take into account the regional differences that are
inportant to the success of any energy policy initiative.

10: 16: 28 AM

M5. HHGA NS highlighted the fact that in the policy, "everything
is on the table.” The stakeholders group attenpted to provide a
conplete review of the state's energy needs and to offer many
econonm ¢ devel opnent opti ons, as well as the necessary
resour ces. The policy covers issues from energy efficiency and
conservation to renewabl e and nonrenewabl e resource devel opnent,
research, education, work-force developnent, the pronotion of
|l ong-term energy developnent, the coordination of governnent
functions, and the stream ining of the regulatory process.
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10:17: 14 AM

MR, POPP reiterated that establishing the policy is the first
st ep. Afterward, the stakeholders group will be developing a
set of strategic goals that can serve as an advisory docunent to
the | egislature. M. Popp concluded by saying that plans nust
be adopted in order to achieve the goals and inplenment the
prograns and projects.

10:17: 59 AM

CO- CHAIR EDGMON described the stakeholders group's neeting
schedul e and the process that resulted in the proposed bill. He
characterized the bill as a conprehensive and reasonable

statenent of an energy policy that recognizes that Alaska is a
resource devel opnent state, yet is cognizant of global climte
change, ener gy conservati on, and ener gy efficiency.
Furthernore, public testinony around the state cited the need
for an overarching vision in state statute and also for a
centralized clearinghouse that wuld allow energy to be
represented promnently along with other state issues. Co-Chair
Edgnon thanked all of the stakeholders group nenbers for the
"good work that was done."

10: 19: 42 AM

CO- CHAIR M LLETT agreed with Co-Chair Edgnon and added that the
policy canme fromthe work of the stakehol ders. She related the
eye-opening experience of working wth the conservation
community and the resource devel opnent community to reach the
conprom se and consensus that resulted in "a fantastic work
product . "

CO- CHAIR M LLETT announced the commttee would hear a sectional
anal ysis of both bills by staff and then would hear invited and
public testinony. The public is also encouraged to coment on
the committee' s website.

10: 21: 53 AM

RON M LLER advised the commttee that the work draft of the
proposed omi bus energy bill was created to aggregate in one
bill provisions from the follow ng pendi ng pi eces  of

| egislation; HB 148, Energy Efficiency Standards for Public
Bui l dings and the conpanion bill SB 121; HB 191, Nucl ear Power
Production; HB 196, Alternative Energy Revolving Loan Fund; HB
218, State Departnment of Energy; HB 219, Renewabl e Energy G ant
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Requirenents; SB 31, Renewable Energy Tax Credits; SB 71

Alternative Energy Systens for Public Wrks; and SB 150,
Enmerging Energy Technology Fund at the University of Al aska
Fai r banks (UAF). There are other pending bills "that touch on
energy", however, the pending legislation included in this work
draft is intended to pronulgate the proposed energy policy
statenent in the draft house bill amending AS 44. 99.

10: 25: 03 AM

MR. MLLER explained that Section 1 is the only new provision
that is not currently included in pending |egislation. Thi s
section anmends AS 14.07 and would require the consideration of
energy use standards for proposed school construction that is
supported with state funds. Section 2 adds a new subsection
that proposes that the Departnent of Education and Early
Devel opnent (EED) would consider siting plans for new school
construction to determ ne the potential use of the co-generation
capabilities of local power plants to provide heat to the newy
constructed school. Section 3 begins the section of the omi bus
bill that relates to nuclear facilities in the state. In fact,
Sections 3,4,5,6, and 7, relate to nuclear power production and
were extracted from HB 191, sponsored by Representative Craig
Johnson, Al aska State Legislature. M. MIller pointed out that
t he proposed deletion on page 5, line 10, "however, a permt may
not be issued until the nunicipality with jurisdiction over the
proposed facility site has approved the permt" will remain in
the language of the bill, and only "the governor has approved
the permt" is del eted.

10: 26: 52 AM

COCHAIR M LLETT asked whether this change was to allow |oca
control over issues located "in their backyard."

10: 27: 04 AM

MR. M LLER agreed.

10: 27:17 AM

ADAM BERG, staff, Representative Bryce Edgnon, Alaska State
Legislature, clarified that Sections 5 and 6 are part of HB 218,
and Section 7 is part of HB 148 and SB 119.

10: 28: 12 AM
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MR. MLLER continued his analysis of Section 8, a provision
currently in SB 71, that allows the state to construct public
facilities in a way that wll wuse alternative energy sources
when available. Section 9 is a provision in HB 148 and SB 119,
that requires an agency to submt three reports wth a request
for an appropriation of $1 nmillion or nore for capital
i nprovenents. Sections 10 and 11 relate to the creation of a
new departnent of energy; Section 10, a provision of HB 218,
adds the board of directors of the Alaska Energy Authority (AEA)
to the official list of the boards and comm ssions, and Section
11 noves the Alaska Natural Gas Devel opnent Authority (ANGDA)
from the Departnent of Revenue (DOR) to a proposed departnent of
ener gy. Section 12 relates to the renewabl e energy grant fund,
created by HB 219, assuring that applicants can verify that
mat ching funds are available for a project, and that the project
will have a financial benefit exceeding the grant anount. | t
al so requires projects to file activity reports with AEA

10: 30: 20 AM

MR. M LLER continued to Section 13, a provision in HB 219, that
requires AEA to hire an economist or financial analyst wth
experience in renewable energy to prepare a witten eval uation
for each project recommended for funding. Section 14 begins the
sections dealing wth the energing energy technology fund
created by SB 150. The proposed fund will be housed at the UAF

and will be used to provide |oans and grants for energy projects
such as research and devel opnment, and denonstration projects
designed to test new technol ogies. Section 15 also is a

provision in HB 191, and del etes the exclusion of nuclear energy
from the definition of power project, or projects, currently in
state statute. Section 16, a provision in SB 31, is related to
renewabl e energy production tax credits, and assures that those
credits are not subject to Al aska corporate incone tax. Section
17 is also a provision related to renewable energy production
tax credits in SB 31, and it offers power producers and
utilities tax credits for producing electricity from geot hernal,
wi nd, hydroelectric (hydro), tidal, wave, biomass, in-river, or

sol ar energy. Section 18 adds a department of energy to the
state list of principal offices and departnents. Section 19
also relates to a departnent of energy and defines its duties
and responsibility for certain prograns. Section 20 is taken

from SB 221, regarding energy efficiency in state buildings, and
requires the Departnent of Transportation & Public Facilities
(DOT&PF) to retrofit, where cost effective, al | public
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facilities within 15 years of the conpletion of an energy use
i ndex database, and that the database nust be updated annually.

10: 34: 34 AM

MR. M LLER continued his analysis of Section 21, that requires
DOT&PF to subnmit a report to the legislature summarizi ng energy
audits of state buildings within a year of conpletion. Section
22, a provision in HB 148 and SB 119, requires DOT&PF to adopt a
state energy use reduction plan, and to consider the use of
energy contracts when cost effective. Section 23 noves AEA from
Department of Commerce, Community, & Economic Devel opnent
(DCCED) to the proposed departnent of energy for admnistrative
pur poses only. Section 24 increases the nenbership of AEA from
five to seven nmenbers, nanes its directors, and sets overl appi ng

terms of two years. Section 25 further relates to the AEA
boar d. Section 26, a provision in SB 221, requires AEA to
devel op an energy use index database so that public facilities
can neasure baseline energy consunption, and to adopt
regul ations establishing the nethodol ogy used. Section 27
del etes the exclusion of nuclear energy production from the
definition of power project, or projects, in AEA statutes.

Section 28, a provision in HB 196, provides for a variety of
capitalization sources for the alternative energy revolving |oan
fund. Section 29, another provision in HB 196, requires that
any alternative energy project funded by the alternative energy
revolving loan fund be located in Al aska. Section 30, another
provision of HB 196, requires that a loan from the alternative
energy revolving loan fund be secured by the real property to be
i nproved, and sets the interest rate at between 5 and 8 percent.

10: 38: 56 AM

MR. MLLER turned to Section 31 and said that this section is
also a provision fromHB 196. He asked M. Berg to conplete the
anal ysis of Section 31.

10: 39: 39 AM

MR. BERG said that the intent of Section 31 is to add high
ef ficiency wood burning stoves to the definition of alternative
energy systens, so owners nmay qualify for |oans. To acconplish

this, the language in the bill may need to refer to efficiency
rati ngs of stoves. In fact, some newer woodstoves are burning
"normal " logs efficiently and should qualify for alternative

ener gy | oans.
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10: 40: 23 AM

MR. M LLER further explained that the discussion of the |anguage
in Section 31 centered on what is "processed" or "unprocessed"
wood. Section 32 relates to a provision in HB 191 and its
intent is to exclude nuclear fuel as a supplier of energy in the
definition of an alternative energy system He read from page
20, line 5, the follow ng:

(A) nmeans a source of thernmal, mechani cal , or
el ectrical energy that is not dependent on oil or gas
for the supply of energy for space heating and
cooling, refrigeration, and cold storage, electrical
power, nechani cal power, or the heating of water.

MR. MLLER pointed out that this change would renove existing
| anguage that reads "or a nuclear fuel" from the definition of
alternative energy systens in AS 46.11.900(1).

10: 42: 09 AM

COCHAIR M LLETT asked for clarification on the federal
definition of alternative power.

10: 42: 18 AM

MR MLLER advised that nuclear energy is not considered
al ternative energy under the federal definition.

10: 42: 31 AM

MR. MLLER stated Section 33 is called the "repealer section.”
From a provision in HB 191, it repeals the prohibition of the
transportation of high level nuclear waste; from HB 218, it
relates to the Al aska Housing Finance Corporation (AHFC) statute
governing hone energy conservation and weatherization; from HB
196, it relates to the alternative energy revolving |oan fund,
the alternative energy revolving loan fund interest rates, and
the transfer or selling of nortgages and/or notes. Section 34,
that is a provision in SB 31, is a sunset date for alternative
energy tax credits set for 1/1/25. Also from SB 31, Section 35
allows unused tax credits to be carried forward until the tax
year following 12/31/25. Section 36, that is a provision in SB
221, gives the AEA six nonths from the effective date of the
energy ommibus bill to establish an energy use index database.
Section 37, that is a provision fromHB 148, SB 119, and SB 221,
requires DOT&PF to submt a report of reconmmendations fromits
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energy audit by 1/31/11. Section 38, a provision from HB 218,
relates to the initial appointnent of public nenbers to the AEA
boar d.

10: 45: 26 AM

CO CHAI R EDGVON asked for recognition of the bills, and sponsors
t hereof, from which the omibus bill was conpil ed.

10: 45: 52 AM

MR. BERG recogni zed the follow ng: HB 148, Energy Efficiency
Standards for Public Buildings, sponsored by Representative Les
Gar a; HB 191, Nucl ear Power Pr oducti on, sponsor ed by
Representative Craig Johnson; HB 196, HB 218, and HB 219,
sponsored by the House Special Conmittee on Energy; SB 31,
Renewabl e Energy Tax Credits, sponsored by Senator Lesil
McGQuire; SB 71, Alternative Energy Systens for Public Wrks,
sponsored by Senator Gene Therriault; SB 121, Energy Efficiency
Standards for Public Buildings, sponsored by the Senate
Resources Standing Committee; and SB 115, Enmerging Energy
Technol ogy Fund, sponsored by Senator Lesil MCuire.

10: 46: 59 AM

CO- CHAIR M LLETT expressed her belief that a lot of work was
done to take the best parts of the aforenentioned bills;
however, there are issues not addressed in the ommibus bill,
such as the Integrated Resource Plan, the Geater Railbelt
Energy and Transm ssion Corporation (GRETC), the in-state gas
pi peline, and the needs of Southcentral. |In fact, the conmmttee
plans to conplete a conprehensive side-by-side analysis on the
Chakachama Hydropower project, the Susitna River hydroelectric
proj ect, M . Spurr, the Fire Island Wnd Farm coal
gasification, and other projects that are simlar in nature and
that provide a |evel of energy. She opined that the tine to
advocate for one project over another is not until after the
conpr ehensi ve anal yses and energy costs are conpleted during the
first nmonth of the legislative session. At that time, public
and expert testinony on each project will be heard. Al so, she
assunmed other ideas wll be offered during the session. In
addition, because there is not a fiscal note on the omibus bill
as yet, it remains a "work in progress.” Co-Chair Mllett
concluded the first draft of the bill wll continue to nove
Al aska along the road to an energy plan.

HOUSE ENE COWM TTEE -12- Decenber 11, 2009



10: 51: 12 AM

CO- CHAIR EDGVMON pointed out that a lot of the appropriation
nmeasures that support energy prograns are tied to the budget
process, which is out of the realm of the proposed |egislation.
Furthernore, since the bill is a commttee bill, it cannot be
prefiled and will remain a working draft until the begi nning of
the |l egislative session on 1/19/10.

10: 51: 49 AM

REPRESENTATI VE PETERSEN stressed the inportance of establishing
a state energy departnent. Energy devel opnent is an inportant
issue for the future of the state, and placing the various
energy agencies "in one category ... wll nake it easier for

busi nesses and individuals to get the best use out of our state
adm ni stration."

10: 52: 46 AM

REPRESENTATI VE TUCK warned that the proposed |egislation nust
nmeet the state's future energy needs, as well as its current
needs. He noted that the supply of energy will play a huge role
in future economc developnent and in building an industrial
base in the state.

10:54: 32 AM

STEVEN  HAAGENSON, Statewi de Energy Coordinator; Executive
Director, Al aska Energy Authority (AEA), Departnment of Commerce,
Community, & Econom c Devel opnment (DCCED), agreed with Co-Chair
MIllett that the stakeholders, though a diverse group, worked
t hrough sone rough issues and cane to solid solutions. Duri ng
his review of the energy policy, he noticed that it is well-
aligned with Governor Parnell's four pillars of energy: usi ng
fossil fuels, including coal, natural gas, and oil; devel oping
renewabl e resour ces, i ncl udi ng geot her mal , Wi nd, sol ar,
hydroel ectric, hydrokinetic, tidal, wave, and biomass; pronoting
conservation and efficiency; and providing assistance to
Al askans. M . Haagenson said he was pleased to see an economc
devel opnment section in the proposed legislation, as that is a
critical piece to the long-termhealth of Al aska.

10: 56: 17 AM

CO- CHAI R EDGVON asked for comments on conponents of the bill.
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10: 56: 36 AM

MR. HAAGENSON said "It's a little early to comment on that."

10: 56: 55 AM

SARA FI SHER- GOAD, Deputy Director-QOperations, Alaska Energy
Authority (AEA), Departnent of Commerce, Community, & Econom c
Devel opnment ( DCCED) , called the commttee's attention to
Sections 12 and 13 of the draft ommibus energy bill, relating to
the renewabl e energy fund, and said that some of the changes to
AEA progranms were recommended by the audit report issued after
rounds one and two evaluations of |ast year. She inforned the
commttee that AEA has made changes in anal yses since rounds one
and two, and has adopted regulations that will further clarify
its processes. At this time, AEA is in the mdst of its round
t hree eval uati on. Ms. Fisher-Goad pointed out that AEA uses a
[ Benefit Cost (BCR)] ratio analysis through the stage two and
stage three reviews of its projects; therefore, the BCR anal ysis
is about 16 percent of the total review Al aska statute
requires that highest "weight” [in the analysis] is the cost of
energy, and the percentage in rounds one and two was 30 percent.
However, in round three, AEA will use 25 percent for the cost of
ener gy. In addition, Alaska statute requires that "match" and
"regional spreading” carry significant weight in the analysis.
Regar di ng regional spreading, she explained that this allocation
is done after the project analysis; so, although significant
weight is attached, it is on a different track and is factored

by AEA s advisory commttee. The match requirenment for rounds
one and two was 25 percent of "the feasibility" and for round
three it is 20 percent. Ms. Fisher-Goad rem nded the conmttee
of other factors such as project feasibility, scope and
schedul e, qual ifications of t he appl i cant, t echni cal
feasibility, a financial plan, economc feasibility, and the
readi ness of the applicant to conplete the project. She noted

that the weight of readiness of the applicant was increased from
5 percent in rounds one and two, to 10 percent in round three.
During the third stage of analysis, a detailed and thorough
study is made of additional and other benefits, economc
feasibility, local support, and the sustainability of a project.
She assured the commttee that AEA strives to treat every
applicant fairly and that every project is reviewed in a fair
manner. Ms. Fisher-Goad offered to work with staff with respect
to what is perceived to be mssing from the AEA evaluation
process.

11: 00: 53 AM
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M5. FISHER-GOAD turned to the econonmic analysis in Section 13

that requires AEA to contract with an econom st or a financial
anal yst, and said that AEA currently uses the Institute for
Social and Economc Research (ISER), University of Al aska
Anchorage (UAA), and other sources for financial analyses. I n
fact, AEA is now using ISER in a quality control capacity to
provi de consistency in reports and to streamine the reporting
pr ocess. She suggested that the commttee refine what 1is
expected in a report from AEA to the |egislature.

11: 01: 54 AM

CO CHAIR EDGMON pointed out that a provision of the bill asks
for either an economi st or a financial analyst, wth experience
in the field of renewable energy, prepares a witten evaluation
for each project. He asked if AEA does this now.

11: 02: 19 AM

M5. FISHER-GOAD said yes. However, the evaluation is in a
poi nt-basis spreadsheet format that could be nmde nore
"readabl e. " |SER is the |lead contractor tasked with providing

consistency in economc reports. She also assured the conmttee
that AEA already provides activity project reports through grant
processes as required in Section 12. Ms. Fisher-Goad also
suggested that the conmttee «clarify the legislature's
expectation of what an activity report shoul d include.

11: 03: 57 AM

GENE THERRI AULT, Senior Policy Advisor/In-state Energy, Ofice
of the Governor, in response to Co-Chair Edgnon, said that the
governor questioned whether the expense of a new departnent of
energy i s necessary. He renmarked:

| think he does agree that there could be, certainly,
sonme focus brought on the overall state efforts on
energy that would meke the existing structure nore
efficient. | think part of the governor's ... concern
stems from the fact that he was involved in the
| egi sl ature years ago when noney was very tight and
the legislature took steps to do away wth one
depart nment.

MR. THERRI AULT then pointed out that [Director of the Ofice of
Managenent and Budget] Karen Rehfeld was not able to accommodate
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all of the funding requests from the state agencies in the
current budget. He expressed the administration's wllingness
to work wth the legislature to ensure that the structure of
state governnent is efficient, gets the work done, provides
oversight, and that the citizens of the state are directed to
the proper agencies; however, spare dollars, rather than
covering the overhead of another departnent, wll be steered
"into sonme of the existing areas where noney is tight."

11: 06: 00 AM

CO- CHAIR M LLETT opined that this is not an opportunity to grow
government, but to streanline government. The original |anguage
of the proposed |egislation was developed after many trips to
hear testinmony fromrural areas, and to hear conversations about

energy throughout the state. She related citizens feel our
gover nnment is not "user-friendly;" in fact there is a
duplication of work in different departnents. Co-Chair Mllett

encouraged the governor, the legislature, and the affected
departnments to look for duplication and take the opportunity to
streanline agencies, either wunder a departnent of energy or
within the DCCED. She applauded the appointnment of M.
Therriault and stressed the need for a position at the cabinet
level to assure Alaskans that the governor understands the
inportance of energy to the overall health of the state's
econony and citizens. Co-Chair MIllett then restated her beli ef
that as the state energy policy is developed, there is the
opportunity to streamine the process for those citizens who are
in "dire need.” Al t hough Governor Parnell has been very
responsive to the legislative energy committees, she expressed
her hope to "further the conversation so we can nake sure that,
as we go forward with our overarching energy policy, it works."

11: 08: 43 AM

CO CHAIR EDGVON added that the commttee has heard from all

corners of the state, including mayors, who expressed the need
to consolidate all of the different entities that deal wth
energy i ssues. He welcomed M. Therriault to his new position

and said there are conpelling reasons to talk about a new
departnment of energy, as energy is "the underpinning of every
one of the other 14 departnents, and every facet of governnent
and the private sector in Alaska." |In addition, testinony heard
by the conmmttee favored a centralized agency for federal and
Qutside sectors to work with on energy issues, such as federa

sources of noney for tribal and energy matters.
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11:10: 26 AM

MR. THERRI AULT asked whether the creation of a new departnent is
the way to respond to the needs of the public, or if there is
anot her structural change that should take place. He agreed
that this is a good opportunity for the legislature to review
the previous limtations put on AEA that may have led to sone of
t he concerns heard today. Finally, he expressed the governor's
appreciation of the commttee's work and opined the draft
omibus bill will "pull together different parts, and different
pieces of legislation, so that you can really focus the
attention, when you start your 90-day session."

11:12: 11 AM

CO- CHAIR M LLETT opened public testinony.

11:12: 39 AM

MARI LYN LELAND, Executive D rector, Alaska Power Association,
informed the commttee that the Al aska Power Association (APA)
is the trade association for the electric utilities around the
state. As a nenber of the energy stakeholders group, she
thanked the conmittee co-chairs for their tinme and support.
Al t hough APA nenbership has not developed a position on the
proposed | egislation, she read the following resolution
[original punctuation provided]:

A Resolution Issuing an U gent Legislative and
Adm nistrative Call to Action for an Energy Policy.

The entire state of Alaska is facing an energy crisis.
Al aska's econony was built on affordable energy.
Communities statewde are faced with aging generation
and transmi ssion facilities. The unstable price and
supply of fuel 1is increasingly inpacting Al askans
ever ywher e.

Wthout |eadership from policy makers Alaska's entire
econony wll crunble. Policy nakers nust adopt and
i npl enent a statewi de energy policy that focuses on
regional priorities, provides commtnents to short-,

m d-, and long-term generation and transm ssion
facilities, and facilitates fuel devel opment  and
st or age i nfrastructure proj ects wi th financia

commtnents fromthe State.
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A large hydro electric project, developed simlar to
the Bradley Lake Hydro project, should be the primary
| ong-term generation priority of the State of Al aska,

since it wll neet the needs of 75% of Al aska's
popul ation well into the future. Additionally, the
State should develop and inplenment viable long-term
generation options for Alaskans not served by the
Rai | bel t system such that af f or dabl e, reliable
electricity is available to every Al askan, regardl ess
of where they m ght reside.

Finally, the State of Al aska nust ensure that reliable
and affordable fuel is available for power generation
across the state. The State of Al aska nust do nore to
encourage natural gas exploration in Cook Inlet; and
should financially participate in building natural gas
storage and pipeline infrastructure. The State should
ensure that generation fuel for non-interconnected
utilities is available at a cost per BTU conparable to
the cost of Railbelt fuel sources.

Al aska Power Association urges the Legislature and
Adm nistration to nmake energy policy devel opnment the
hi ghest priority for the 2010 | egislative session.

11:16: 54 AM

MEERA  KOHLER, Pr esi dent & CEQ Alaska Village Electric
Cooperative, Inc. (AVEC), infornmed the commttee that the Al aska
AVEC participated as a nenber of the stakeholders group and
noted that the advisory group process "does really given us a

voice into the process. She acknowl edged that small,
geographically renote communities in rural Al aska have a very
high cost of energy and these <costs "are killing our
comunities.” This issue nust be addressed by the state; in
fact, she has proposed an all-Al aska generation and transm ssion
concept and expressed her hope that it will be |ooked at because

it offers a near-term option that could lead to reliable and
af fordabl e energy in rural Al aska.

11:18:19 AM

COCHAIR EDGVMON recalled there are three wind turbines in
Kasi gl uk that at peak power could provide up to 40 percent of
the local electrical needs. He asked whether AVEC has data
avai l abl e that recognizes that diesel fuel will continue to be
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the prom nent fuel supply to the utilities, along with renewabl e
sour ces.

11:19: 45 AM

M5. KOHLER advised that the three 100 kilowatt wind turbines in
Kasi gl uk are capable of supplying 85 percent of the power at
peak production and, on a year-around basis, they are providing
18-20 percent of the power used in two comrunities. In fact,
wi nd turbines in Toksook Bay have achi eved over 80 percent i nput
at peak production; however, due to the intermttent nature of
wi nd, the maxi mum di spl acenent tends to be |ess than 30 percent,
al though 40 percent is anticipated in Ganbell and Savoonga.
AVEC has wind projects in nine communities with funding fromthe

Denali Commission, the U S. Departnent of Agriculture Rural
Uility Service and, nost recently, the alternative energy fund.
These projects wll allow AVEC to nmake inroads toward the
di spl acenent of diesel fuel; in fact, its board of directors
adopted the goal of displacing 25 percent of diesel fuel used by
the use of renewable fuels by 2020. She acknow edged that
diesel will continue to be the mminstay of energy provision,

though grants from state and federal sources to construct
renewabl e power generation infrastructure have reduced the cost
of power to all of the conmunities served by AVEC

11: 22: 42 AM

REPRESENTATI VE PETERSEN asked whether solar w il be wused to
di spl ace di esel fuel in sumer.

11: 22: 50 AM

M5. KOHLER rel ayed that a 50 kilowatt solar array is planned for
a village next year to denonstrate the displacenent of diesel

fuel by solar energy. Because the denmand for energy is |owest
in sumrer, the inpact will be limted. However, she suggested
that building with a "solar wall" has potential value for

vi |l age school construction.

11: 24: 33 AM

JOHN DAVIES, Senior Researcher/Public Policy, Cold dimate
Housi ng Research Center (CCHRC), noted that he was a nenber of
t he stakehol ders group and appreciated the fellow nmenbers' hard
wor K. As the senior researcher at the CCHRC, he expressed his
strong belief that it 1is essential that energy issues are
elevated to departnment or cabinet level focus in state
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gover nment . Additionally, he is concerned that the efforts
toward conservation and efficiency in the bill wll take a
second place behind the search for supply. To illustrate the
val ue of conservation and efficiency, he said gas and oil heat
for a building costs $10-20 per mllion BTUs; whereas, with an
energy conservation effort saving 25 percent, when anortized
over about 30 years, the cost is $3-6 per mllion BTUs.
Moreover, the savings from energy conservation wll support
econom ¢ devel opnent in the |ocal econony. Finally, M. Davies
stated his intention to produce a nodel residential and
commercial building code based on the |International Energy
Conservation Code (IECC), and that can be adapted by any
community in the state.

11: 28: 52 AM

COCHAIR EDGVON recalled that energy conservation was a
prom nent point of discussion during the stakehol ders neetings.
The draft legislation calls for a 15 percent increase in energy
efficiency on a per capita basis between 2010 and 2020. He
asked whether this was a realistic goal.

11:30: 01 AM

MR. DAVIES said it was. However, |arger reductions are possible
"on the space heating side wth energy efficiency and

conservation, then it is on the electrical use side.” He opined
the targets in the proposed bill are very reasonable and
significant nunbers. In further response to Co-Chair Edgnon,
M. Davies advised that conservation goals need to be in the
bill and he would help craft them

11: 32: 02 AM

ALBERT LUKE, Asa'carsarnuit Tribal Council, Muntain Village,

informed the conmttee he was in Anchorage for three days of
training about energy efficiency such as solar panels, wnd
turbines, and heating water by solar hydronics. During his
training, M. Luke learned that energy generation through w nd
turbines and solar panels is a clean, reliable, and econom cal
source of energy for rural Al askans. Currently, the villagers
in Muntain Village are paying $6 per gallon for diesel fuel and
$0.75 cents per kilowatt hour for electricity. M. Luke relayed
that conversion to wind turbines in the village of Perryville
brought the cost down to $0.04 per kilowatt hour. He opi ned
that making wind turbines available for nore communities in
rural Al aska would prevent AVEC from "shut[ing] our power down
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because ... a lot of people out there can't afford the energy.”
M. Luke concluded that wind turbines and solar panels are a
good source of reliable and cheap energy.

11: 34: 29 AM

COCHAIR MLLETT pointed out that wrk force devel opnent
training wll allow necessary equipnment mintenance to be
performed by | ocal residents.

11: 34: 47 AM

PAUL D. KENDALL, expressed his regret at not being a nenber of
the "inside stakeholders group.” He opined this discussion is
not about carbons, hydrocarbons, or stakehol ders, but about the
very serious business of energy. Energy belongs to the
residents of the state, and he expressed his frustration at
accomodating "those people who want to feed off the energy for
revenue generation.” Regarding the proposed |egislation, he
stated his belief that energy belongs to every person in the
state at a given annual allotnent for no charge. M. Kendal l
expl ained the need for a residential, all-electric, nodel hone
of 1,000 square feet to use as a common base nodel. This nodel,
conplete wth an electric vehicle, finance, gas, water,
electricity, and social services, would serve as a foundation
for the "new frontier." He predicted that the planet will "de-
carbon" and that neans the carbon market has snapped up all
sectors of society, leaving no place for free enterprise to go.
He encouraged the committee to research patents issued to
organi zations and individuals such as VW Honda, and a MT

professor, to see how the world is about to change. In fact,
Al aska has a chance to lead the rest of the world "if it can get
past the corruption.” The proposed legislation is a bill of

insiders and the stakeholders group should have been opened up
to public menbers and the neetings nmade available for public
Vi ew ng. M. Kendall stated he was glad to hear the
representatives from rural Al aska discussing the use of wnd
energy; noreover, Alaska's true partnership is with water and
its potential for detonation, and the opportunities for the Cook
Inlet, the Knik Arm and the Susitna R ver. He opined the Cook
Inlet, 200 mles long, 10-30 mles wide, and 60-125 feet deep,
"has enough water to push |arge, huge, cities." Scot | and,
I rel and, England, and India have projects and Al aska should have
15-20 projects in the Cook Inlet, the Knik Arm and the
meandering body of the Susitna River; projects such as these
should be partnered with the federal governnment and others to
spawn "one new idea after another.” M. Kendall strongly
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encouraged the conmittee to "decouple" the residential energy
generation, supply, and storage from all other sectors in order
to foster inspiration. M. Kendall warned that this nonment in
history is so large, there is no applicable nodel and when that
happens "you have to drop back and protect your famly and your

nei ghbor, and those things transcend ... code terns for
nonsense.” He concluded that the world will be changing rapidly
and said "You cannot conduct business as you did as usual in the
past in these unusual and wonderful, magnificent tines. And

Al aska stands to |ead the way because you had the ability to
reach into this inlet out here and become the first zero-carbon,
residential, all-electric, city on the planet." M. Kendal l
t hanked the chair for hearing his testinony.

11:47: 08 AM

CLI FFORD FI TKA inforned the commttee he is an electrician from
the Native village of Marshall on the |ower Yukon River, and he
uses his trade to help with local housing. M. Fitka said he is
a nenber of the Marshall Tribe, and he is attending training on
renewabl e energy sponsored by the GChogamut Tribe and the Yukon
River Inter-Tribal Wat ershed Counci | . He expressed his
excitement about the use of wnd and solar power in rural
communities. He is planning on using these power sources in his
own honme due to the high cost of heating fuel and electricity.
However, his local electric utility is against using personal
wi nd generation and does not allow net netering. He also
referred to Perryville and its successful use of w nd energy
t echnol ogy. The windmlls in Perryville are tied to the grid
and are installed and maintained by the villagers. M. Fitka
explained the difficulty of life "off the grid ... but ny heart
is also out there and ... | have a right to live there as well."
He stressed the need for long-term solutions, so that village
residents do not have to nake choices between buying food and

fuel, as has happened when his light bill was $3,000. | nst ead
of hand- out s, his community wants solutions and self-
det ermi nati on. He reiterated that windmlls are small enough
for the villagers to install and naintain. M. Fitka then

pointed out the value of projects that can be built and
mai ntai ned by |ocal workers, unlike the new school in Marshal
that is being built by outside |abor. He encouraged the
commttee to review net netering and restated the value of solar
and wi nd generation solutions for the Bush communiti es.

11:58: 27 AM
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CO CHAIR EDGVON asked whether the comunity of Marshall was
taki ng action by accessing tribal or federal resources.

11:59: 26 AM

MR. FI TKA explained that he was not on the tribal board, but in
Anchorage for training. However, he related that individuals in
the community that were | ooking at grants and the possibility of
installing wind generators for honmes "were stonewal | ed by AVEC. "

12: 01: 04 PM

CO CHAIR EDGVON stressed that energy solutions will conme from a
partnership effort involving comunities, i ndi vi dual s, and
el ected officials working together.

12: 01: 51 PM

MR. FI TKA assured the commttee he will share his training with
his community. He then invited the representative from AVEC to
visit his comunity.

12: 02: 51 PM

COCHAIR MLLETT said it was good to see Alaskan comrunities
learning from each other and participating in wrk force
training for their Jlocal residents. It is inportant for
communities to be proactive and to take ownership of their
energy i ssues.

12: 04: 40 PM

DEWAYNE COOPER, Construction Project Manager, Native Tribe of
Marshall, listed his professional qualifications and educati onal
backgr ound. M. Cooper stated that he generated about $3
mllion worth of housing funding for the tribe, including a
contract for $1.2 mllion of America Recovery and Reinvestnment
Act of 2009 (ARRA) stimulus noney to build seven hones. Thi s
new construction will use energy efficient mterials with a R 48
[energy efficiency] value. He noted that his job was to
i npl enent policies and regulations regarding construction and
energy efficiency, and to "get the nost ... for the buck." He
advised the conmittee that in Marshall, the cost of a kilowatt

hour is seven tinmes greater than in Anchorage. He opined a w nd
generation system could share information with AVEC s grid in
case of an energency; however, the tribe is being denied access
to the grid.
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12:08:41 PM

CO CHAIR M LLETT explained that net netering was not addressed
in the proposed |egislation because the Regul atory Comm ssion of
Alaska (RCA) is in the process of issuing rules and regul ations
on this issue. At this time, net netering can be offered by
utilities on a voluntary basis. She said she was available to
hear further discussion on net netering in her office.

12: 09: 49 PM

MR. COOPER agreed that there should be regulations on the
utilities. He expressed his support of the proposed |egislation
and then referred to pending changes in federal law that wll
allow the tribe to start its own housing authority. M. Cooper
suggested the need for a regional shareholders group as the
Yukon- Kuskokwi m Delta is not being represented. He advised the
conmttee that his organization wll request funds from the
Denali Comm ssion for small windmlls; in fact, his commtnent
to wind generation inspired himto transport tower naterials at
consi der abl e personal ri sk.

12:13: 38 PM

CO- CHAIR EDGVMON encouraged M. Cooper to provide coments
regardi ng the proposed | egislation.

12:14: 23 PM

MR. COOPER suggested that there can be further discussion on all
of these issues at a | ater date.

12: 14: 54 PM

TOM LAKOSH expressed his hope that the allegations in his
testimony can be substantiated and/or investigated further. He
opined that the proposed policy bill does not reflect an
appreciation for the inpedinents to the inplenmentation of its
goal s. Al though the bill sets policy guidelines, it does not

contain a neans to bridge the gaps between the utilities, the
public interest, private power producers, and conservation
or gani zati ons. M. Lakosh suggested an anendnment is necessary
to require strict renewable energy portfolio and conservation
standards, and advised that such standards are available; in
fact, the conmittee can call on AEA to present realistic goals
from research on known projects. Referring to the wind farm
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project at Fire Island, he said he found the utilities, the
private power producers, and the AEA have their specia
interests and are conpeting, rather than cooperating. He
restated the need for obtainable standards wth penalties
applied for non-conpliance. The state needs a "2012 Renewabl e
Portfolio Standard”" so it can undertake the steps necessary "to
get these projects off the ground.” M. Lakosh assuned the
aforenentioned was the purpose of the Regional Integrated
Resource Plan (RIRP) and GRETC, however, allow ng provisions in
t hese prograns to be voluntary is not going to work.

12:21: 37 PM

CO-CHAIR M LLETT explained that GRETC was not addressed by the
proposed | egi sl ati on because of the on-goi ng negoti ations.

12: 21: 55 PM

MR. LAKOSH maintained that a bill "being totally voluntary and
advisory, isn't worth the paper it is witten on."

12: 22: 11 PM

CO-CHAIR M LLETT asked M. Lakosh to return to the committee
during a hearing on the GRETC bill.

12:22:27 PM

REPRESENTATI VE PETERSEN acknowl edged that mandates for the
utilities are necessary in order to neet goals. He agreed that
the states that are nmking progress toward renewable energy
goal s have nmandated that wutilities reach benchmarks by a date
certain.

12:23:12 PM

MR. LAKCSH continued to say the GRETC |egislation that proposes
a voluntary association provides no incentive for cooperation.
Regarding the production tax subsidy, he encouraged expanding
the tax to include renewable fuels, so that there wll be
conpetition in the home heating and transportation fuels market.
M. Lakosh returned to Section 20 of the proposed energy ommi bus

bill and suggested that the I|anguage of the goals for
mai nt enance include "the highest benefit to cost ratio should be
pursued.” In Section 22, "neet or exceed applicable standards”

shoul d be added. M. Lakosh questioned the value of an advisory
policy statement versus strict standards in the policy, and in
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the regulations, for the proposed departnment of energy. H s
recommendation was to use international standards, adjusted
according to the specifics of Alaska, and including a nmethod for
adj udi cati on for non-conpliance.

12:27: 36 PM

WLLIAM WARREN inforned the conmttee he is a 58-year resident
of Alaska and a retired pipefitter/welder. He addressed the
proposed energy policy bill and said he supports the devel opnent
of natural gas and using the byproducts of propane in nmuch of
Al aska. In addition, M. Warren expressed support for using the

Al aska Natural Gas Developnment Authority (ANGDA) for the
construction of a "stand al one systenmt that would nerge with the
future natural gas pipeline "negaproject."” Regar di ng energy
conservation, he suggested the inplenentation of a two-tier
pricing systemwth very lowrates for a 1,000 square foot house
with a Four-Star Energy Rating limted to 150 mllion cubic feet
of natural gas per year, and higher rates charged for exceeding
the limt, or for a house with a Three-Star Energy Rating.
Turning to the cost of piping, he encouraged the conmttee to
find a way to "get maminline extensions to people.” M. Wirren
concluded by referring the conmttee to the energy policies of
Utah, where conpressed natural gas wll be wused to power
aut onobi | es. Natural gas is good for all of Alaska, and "w |l
treat us well."

12: 31: 42 PM

FREYA CHAY informed the conmttee she is a freshman at Kenai
Central Hi gh School. Referring to Section 1 of the proposed
energy policy bill, she noted that the intent of the |egislation
is that the state receives 50 percent of its electric generation
from renewable energy sources by 2025. She expressed her
support of this goal and suggested, as part of her "Caring for
the Kenai" project, that the legislature exenpt alternative
energy systens from real property tax assessnents. Ms. Chay
opined that to achieve the 2025 goal it wll be useful to
pronote alternative energy at the honeowner |evel, as well as at
the comercial |evel. An alternative energy property tax

exenption would serve as an incentive to honmeowners and is
sinple to inplenent; however, in order for |ocal governnents to
do so, there nmust be enabling state legislation. She stated her
intent to find a sponsor for her proposal during the upcom ng
| egi sl ative session.

12: 33: 31 PM
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CO-CHAIR M LLETT encouraged Ms. Chay to contact the mayors of
t he Kenai Peninsula Borough and the Gty of Kenai to discuss how
to fund the tax exenption.

12: 34: 48 PM

JERRY MEHLBERG said he was a 28-year resident of the state, a
i censed plunber, a heating technician, and a nenber of the Cty
of Valdez Energy Task Force. He expressed his agreenment wth
t he conprehensive bill and described how the proposed bill would
have an inpact by incorporating alternate fuels into new and
existing public work projects. Specifically, if the state
installed wood pellet burners into existing state boiler
systens, there would be a large, long-term commercial user of
wood pellets and an alternative to fuel oil. This would be an
incentive for the developnent of wood pellet plants in the
state, further reducing the cost of the pellets; furthernore

wood pellet plants produce excess power to sell to the grid. He
advi sed that wood pellets have about a 40 percent cost advantage
over oil at today's prices, but market demand by a |I|arge
conmerci al user is needed.

12:37: 09 PM

RICH WLSON, speaking on behalf of Al aska Ratepayers, inforned
the committee Alaska Ratepayers is a consuner organization
formed to address related issues and educate residents about

energy needs of the Railbelt "and beyond." Energy needs are not
a Railbelt issue or a rural issue, but everyone together nust
find common ground in order to "get a consensus through.™ \V/ g
Wl son expressed Alaska Ratepayers' appreciation to the
| egislature and the administration for their work so far. He
called attention to the draft policy bill goals that are: (1)

institute a conprehensive and coordi nated approach to supporting
energy efficiency and conservation; (2) encourage economc

devel opnent ; (3) support energy research, educati on, and
wor kf or ce devel opnent ; and (4) coordi nate gover nnment a
functions. He opined that as a matter of policy, "we need to go
beyond the word 'encourage econom c devel opnent’. M. WIson

rem nded the commttee that the Four Dam Pool Power Agency and
the Bradley Lake project would not have been successful w thout
the equity conmtnent [by the state]. He agreed with the Al aska
Power Association that a large hydro project should be the
centerpiece of energy legislation for the Railbelt, wth Susitna
being the preferred project. H s organization is |ooking for
the long-term solutions to predictable and affordable energy
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prices. However, state participation s necessary. I n
totality, it appears that the omibus bill puts a lot of
enphasis on [demand side nmanagenent/energy efficiency] 1ssues
and not enough on the resources needed for inplenentation.

12:41: 58 PM

CO-CHAIR M LLETT agreed that there are not any funding sources
in the proposed |egislation. She advised that the commttee is
waiting for the admnistration to issue its AEA Power Project
Fund appropriation anount. In fact, it is nore appropriate for
the adm nistration to decide what the state investnent should
be.

12:42: 27 PM

MR. WLSON expressed his belief that if there is investnent in
maj or projects in the Railbelt "there is no reason we can't

craft a joint benefit allocated out of that effort. The funds
that are allocated, that are invested in that big ... Railbelt
program woul d drive rates down in the Railbelt ... but there's a

way to take the wite-down of the cost per kilowatt hour and
share that."

12: 43: 37 PM

COCHAIR EDGVMON asked M. WIson about his organization's
opinion on the creation of a departnent of energy.

12: 43: 56 PM

MR. WLSON responded that his organization has not discussed
this issue; however, it is clear the state has to be well-
organi zed and well-staffed, and nust also have |egislative
direction, to do the job. He said his personal preference was
for a single, cabinet level, department working to keep energy
i ssues "the priority."

12:44: 51 PM

COCHAIR M LLETT expressed her i nt er est in receiving a
conprehensive report provided by the Alaska Ratepayers
or gani zat i on.

12:45: 12 PM
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M5. H GA@ NS expressed her appreciation to the commttee and to
the stakehol ders group. She said the Alaska Conservation
Al'liance (ACA) is very supportive of the bill, especially of the
| egislative intent |anguage setting up the specific goals of
energy efficiency, renewable energy production, and in-state gas

suppl y. She related that her organization has stated that
natural gas can be a "bridge fuel"” into a renewable energy
econony; however, the state energy plan should have nuch
stronger |language to prioritize energy efficiency. Ener gy
efficiency is the cheapest and nost cost effective way for the
state to reduce its overall energy demand. Through an
i ndependent conpany, the Al aska Conservation Alliance will issue

a report on how nuch energy efficiency Al aska can achieve. MVs.
Hi ggins praised the second goal pertaining to renewabl e energy
and said since Alaska has been a leader in oil and gas
devel opment, it should use all of its potential to becone a
| eader in renewable energy technology for the benefit of rura
and urban Al aska.

12: 47: 32 PM

CO- CHAIR M LLET acknow edged that progress may seem too slow for
some of the stakehol ders.

12: 48: 03 PM

CO CHAIR EDGMON asked M. Higgins if her organization had
devel oped efficiency conservation nunbers that are higher than
the goals in the bill

V. HGAEN said not yet. She then <clarified that her
organi zation would Ilike to see the nunbers codified in
| egi sl ation. In further response to Co-Chair Edgnon, she

anticipated the ACA report on energy efficiency should be
avai |l abl e before the begi nning of the next |egislative session.

12:49: 02 PM

REPRESENTATI VE PETERSEN asked whether the nmandates requiring a
certain portion of energy generation by renewable sources, and
by a certain date, should be in |aw.

M5. HHGA NS i ndicated yes. She suggested that the wuncodified
| anguage goals could be in the energy policy, and then have the
actual specific goals adopted in a state energy pl an.

REPRESENTATI VE PETERSEN concurr ed.
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12: 50: 12 PM

M5. KOHLER called the commttee's attention to the previous
testinmony from residents of Muntain Village and Mrshall. She
informed the commttee that since the 1980s, AVEC has had in its
tariff a co-generation tariff based on the Public Uility
Regul atory Policies Act of 1978 (PURPR). She remarked:

It's actually a mandate that energy that's co-
generated by an end-user has to be purchased back by
the utility at a rate to be determned by the utility
but that has to be at |east the avoided cost of the
el ectricity being, being produced.... What we do is
we |imt the total anmount of connected ... power that
can flow onto the grid, and we have probably the nost
generous all owance of anywhere in the country, we wll
allow nore than 5 percent off the connected |oad to be
co-generated by another provider.... In Marshall, |
think it's 10 kilowatts and in Muntain Village it's
22.5 kilowatts.

M5. KOHLER further explained that non-utility power wll de-
stabilize the grid and cause problens. In Shakoolik, a consuner
is co-generating with wind power and AVEC pays avoi ded cost for
excess power generated at nore than $.25 per kilowatt hour. She
concluded that AVEC is very pro-active and participates wth
private developnent; in fact it owns five meteorol ogical towers
that have been installed to provide w nd neasurenents.

12:52:59 PM

DAVI D KARABELNI KOFF inforned the commttee he was a graduate
student at the School for Renewable Energy Sciences (RES) in

| cel and. He is working on his thesis on the integration of
transportation into a renewable energy system wusing St. Paul
| sland as an exanpl e. M. Karabel ni kof f opined that | acking
from the bill is not the clear statenent of desire for what
shoul d happen, but there is no function mechanism of how it wll
happen. In conparison, European Union (EU) policies are based
on who has the ability to pay; for exanple, countries wth
hi gher capital income should have higher renewable energy

standards, or pay for renewable energy in other countries. This
makes the EU standard system conprehensive wth detailed
anal ysis on how the nmandates will be fiscally inplenented. In
Al aska, a simlar mandate could be tied to a percentage of oil
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revenue taxes, or be a budget item Thus, petrol eum
exploitation would fund the future by investing in the renewabl e

side of energy generation. M. Karabel ni koff said he did not
see the instruments in place that would result in the standards
that are set in the proposed policy. He asked whether the

provi sions regardi ng nucl ear energy establish nuclear energy as
renewabl e.

CO CHAIR M LLETT expl ained that nuclear energy is being defined
as alternative energy.

MR. KARABELNI KOFF asked whet her the sources of energy were being
| ooked at on an econonm c scale. He pointed out that there was
not a distinction between renewable and alternative energy in
the bill. Additionally, wthout a clear statement from the
state on the definition of CO2 emssions, there is no way to
wei ght these alternatives. In fact, the wording related to
em ssions levels and the nmeasurenent of em ssions is anbiguous,
and possibly in conflict with federal Environnmental Protection
Agency (EPA) regul ations. M. Karabel ni koff suggested that the
state be active in establishing guidelines, and not to |unp

alternative energy in wth renewable energy. Referring to
AVEC s co-generation policy, he opined 5 percent is |ow,
especially when the percentage cones from renewabl es. He then

described the energy utility systemon St. Paul |sland.
1: 00: 34 PM

REPRESENTATI VE PETERSEN assuned the speaker supported the idea
of financial incentives to individuals for developnent of
private renewabl e sources of energy.

MR. KARABELNI KOFF expl ai ned that a clear econom c policy nust go
beyond sinple avoided cost repaynent for private energy
generation. For exanple, avoided cost repaynent in the Railbelt
region runs about "2-3 cents a generation.” In contrast, Europe
has gone to fluctuating demand | oad curves; thus, a premumrate
is paid during high demand, and when additional co-generation is

not needed, it can be shut down. This flexibility allows the
grid to renmain stabilized and conpetitive rates are paid for the
renewabl e power. He noted that he has been follow ng Al aska's

efforts regarding energy legislation from Iceland, "across the
pole."

1: 02: 56 PM
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MR. KENDALL offered his services to the conmttee. He
encouraged the conmmttee to hear details from all of the
interested parties on this very inportant topic. In addition

the commttee should take additional tinme, as nmuch as 30 days

and televise its neetings, because the stakes are so high. This
is not the tinme to continue to conduct business, or to
comuni cate, "Stuck in old ways."

1: 06: 56 PM

CO- CHAIR EDGVMON agreed that conprehensive energy |legislation
hearings could be held in Anchorage and Fairbanks during the
sessi on. Last session there were beneficial hearings in renote
Western Al aska. However, he defended the conposition of the
st akehol ders group and pointed out that anyone could testify
during the hearing process. Lastly, Co-Chair Edgnon expressed
his understanding that, at this time, profits are not being nade
fromtidal and wave energy applications.

1:10: 29 PM

MARVI N YODER infornmed the commttee that he worked with Gal ena
on its small nuclear power plant. Firstly, he conmended the
committee on the bill and expressed his appreciation for the

sense of urgency. Secondly, he said the first priority was the
need to diversify the econony, and neet tinetables, by building

short projects that can be done in the next decade. M. Yoder
rem nded the conmttee that hydro is expensive and |ong-term
and short-term projects are |ow cost and "sustainable." He

t hanked the committee for including provisions from HB 191 in
the draft bill.

1:11: 58 PM

REPRESENTATI VE JOHANSEN opined a structural change to nobve
different areas of governnent under one house conmes at a cost;
however, the idea of a new departnent of energy idea has "buy-
in, from Haines to Dillingham all the way up to the North
Sl ope." He expressed his hope that a decision will not be based
on a mniml positive fiscal note. Even though the cost is not
yet known, the cost is not "the proper way to analyze it." He
then recalled that many of the challenges to connecting the
hydro projects in Southeast were the demands  of t he
environnmental and conservation conmmunity that added mllions of
dollars, and a decade of delay onto the project. Representative
Johansen encouraged an open and public dialogue on the
intentions of the environnmental community.
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1:15: 32 PM

CO-CHAIR M LLETT noted that because neither bill has been filed

yet, there still is the opportunity to make changes. Menbers of
the public can find information on the draft legislation at the
committee link on the House Majority website. She said the

comm tment nmade by the stakeholders, the commttee, and staff,
"is none that | have ever seen before.™

1:18: 41 PM
ADJ OURNVENT

There being no further business before the commttee, the House
Special Conmmttee on Energy neeting was adjourned at 1:18 p. m
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