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W TNESS REG STER

DAVE STANCLI FF, Vi ce- Presi dent

Tok Chanmber of Commerce

Tok, Al aska

PCOSI TI ON STATEMENT: Presented a history of the biomass project
in Tok, Al aska.

CHRI S MAI SCH, State Forester; Director

Di vision of Forestry

Depart ment of Natural Resources (DNR)

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Presented a briefing paper from the Al aska
Wod Energy Devel opnent Task G oup.

JEFF HERVMANNS, Area Forester

Di vision of Forestry

Departnment of Natural Resources (DNR)

Tok, Al aska

POSI TI ON  STATEMENT: Presented a series of slides depicting
fires and forest practices in Tok, Al aska.

JI M STRANDBERG, Project Manager

Al aska Energy Authority (AEA)

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

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified during the hearing on HB 182.

BRI AN BJORQUI ST, Seni or Assistant Attorney Ceneral

Labor and State Affairs Section
Department of Law (DQL)

HOUSE ENE COWM TTEE - 2- March 25, 2010



Anchor age, Al aska
PCOSI TI ON STATEMENT: Presented a sectional analysis of changes
to HB 182.

ACTI ON NARRATI VE
3:07:49 PM

CO- CHAIR CHARI SSE M LLETT called the House Special Committee on
Energy neeting to order at 3:07 p.m Present at the call to
order were Representatives Mllett, Edgnon, and Johansen.
Representati ves Petersen, Ranras, Tuck, and Dahlstrom arrived as
the neeting was in progress.

3:08: 01 PM
Overvi ew. Bi onass Energy

3:08: 23 PM

CO-CHAIR M LLETT announced that the first order of Dbusiness
woul d be an overview of Biomass Energy, beginning with Dave
Stancliff.

3:08:44 PM

DAVE STANCLI FF, Vi ce- Presi dent , Tok  Chanmber  of Commer ce,
informed the conmttee he was representing the Tok Chanber of
Comrerce and the Gateway School District. M. Stancliff
observed the energy problens of the state are big questions for
t hose who |ive outside of the power grid, and in rural and Bush
areas of Al aska. He recalled when the legislature created the
Tanana Valley State Forest and pointed out that the forest was
set aside for utilization of the resource. In fact, the forest
has not been used because there has not been a market for its
resour ces. However, the recent and current fire hazard forced
the community of Tok to develop a safety action plan, and wth
the Division of Forestry, Department of Natural Resources (DNR),
it began to clear black spruce and other non commercial trees
that grow clear to the ground and cause the spread of forest

fires. This hazardous material was supposed to be burned, but
instead, M. Stancliff began to research the possibility of
chipping the wood for heating systens. Subsequently, the

| egi sl ature provided a wood chi pper to the community of Tok, for
whi ch he expressed his gratitude. The chipper will produce 50
tons of fuel per hour, and each ton of fuel is equal to a cord
of wood; one cord of wood equals one hundred gallons of fuel
oil. Furthernore, the chipper produces in one hour the BTU
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equi val ent of five thousand gallons of fuel oil. In fact, in
si x days the chipper ground up enough waste wood to heat the Tok
School for one year. The Division of Forestry has used funds
fromits internal budget to clear a defensible space for fire
prevention around the school, gathering enough wood to heat the

school for another year; in fact, the Tok School wll be the
first school in Alaska to heat exclusively with wood chips that
cone from hazardous fuel. He pointed out the state pays $10, 000

per acre to fight a wldfire, but using the wod as fuel is
worth $9, 000 per acre; therefore, the value to the state of the
waste wood is $19,000 per acre as a result of the purchase of
the wood chipper. At that tinme, the prinmary contractor was
installing the new boiler at the school and he described the
process and scheduling. M. Stancliff then spoke of potentia

comercial nmarkets for the wood chips that would support the Tok
econony, and create 12-15 new jobs in the conmunity. Most
inportantly, if public buildings are converted to bionass,
mllions of dollars that |eave the state to pay for diesel fue

would stay in the state. For the first time in the state's
history, there is an opportunity to develop a natural resource
product to sustain an econony in rural Al aska. This is a
natural resource product that the foresters need to renove to
manage the forest, and that every village could use to sustain

its econony at sone |evel. For those villages wthout a
chi pper, logs can be barged at conpetitive prices with |ess
danger than oil, and chips, briquettes, or pellets shipped back.

The economic |loop of biomass includes foresters, truckers,
| oggers, boiler keepers, and fuel distributers in a snal

econony that can lead to cheaper energy. Furthernore, the
econonm ¢ breakeven point between biomass and nunber one fuel oi

is $1.20 per gallon for fuel oil, because the average acre of
bi omass around Tok and elsewhere in the Interior contains 70
cords of wood that will grow back. Al so, burning wood in the
wood boiler emts zero carbon and will be eligible for future

carbon credits.
3:19:10 PM

MR. STANCLIFF continued to explain that the dollar to dollar
soci al econom c breakeven point is $1 per gallon of fuel oil

He thanked the Division of Forestry for its contribution to
Tok' s conversion to bionmass and opined that "Tok is a nodel that
can be scaled to fit anywhere in the state.” He further
expl ai ned how the product wll be utilized by the Tok School

t he power conpany, and the local utility conpany. He re-stated
the inportance of safety clearing the hazardous wood around
honmes and buildings in the Interior. He urged the commttee to
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encourage the state to use bionass energy in its facilities, and
create the nmarkets to support this industry. Bi omass burns
clean at 2,600 degrees; in fact, it produces cleaner air than
fossil fuel, with less particulate matter, zero carbon, and is
as clean as propane. He concluded by describing the process to
create wood pellets in Dry Creek.

3:24: 34 PM

CHRIS MAISCH, State Forester; Director, Division of Forestry,
said he would discuss statewi de applications of the biomass
pr ogram M. Maisch presented a briefing paper from the Al aska
Whod Energy Devel opnent Task Goup, Ofice of the Comm ssioner
and Division of Forestry, DNR that was formed in 2004, and is
conprised of state and federal agencies. The task group
encour ages the devel opnent of wood energy and the briefing paper
described the installation of GARN boilers in the communities of
Kasi | of and Tanana. M. Maisch explained that GARN boilers are
| arge wood stoves with a water jacket to store heat after the
wood is conmbusted once or tw ce per day. He noted that a wood
chip burner is better suited to a larger public facility; the
first one installed in the state was in Craig, and the one in
Tok is the first to use material that cones from hazardous f uel
treatments. The burner at the school in Craig uses waste
material from the sawm |l at Kl awock. M. Maisch further
explained that the scale of heating with wood reaches from a
home wood stove to pellets and chips mxed with coal to fuel a
coal -fired facility. He related that the AEA alternative energy
program has funded 13 woody bionmass projects helped wth
planning for the sustainability of the wod source by the

Division of Forestry. A pellet mll is currently being built in
Fai rbanks that will produce 60,000 dry tons of pellets per year.
The mll is the first new wood products facility in Interior
Al aska and is being built by a private conpany at a cost of $6-7
mllion. Another inportant aspect of devel opnent is the process
for permtting tinber sale prograns so that the public wll
support this type of local industry and forest nanagenent.
Lastly, he pointed out the relationship in the Interior between
hazardous fuel and frequent fires. There is a large need to

perform hazardous fuel treatnments in and around comrunities
after communities have a wldfire protection plan in place.
Fuel treatnents are done around the highest risk areas of the
comunity to try and reduce the risk of fire. M. Miisch warned
that the Interior is an ecosystemthat is designed to burn, and
the fire within a comunity can be the nost dangerous. He
concluded, "There is a real inportant tie between hazardous fuel
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treatments and these community plans, and the opportunity to use
this material in these bioenergy facilities."

3:30:12 PM
REPRESENTATI VE TUCK asked for the number of acres available to

provi de wood to nmake wood chip products, and how fast the wood
i s replenished.

3:30: 33 PM

MR MAISCH stated that in general, the new pellet mll in
Fai r banks woul d use one-third of the annual allowable cut in the
Fai rbanks working circle. Most projects are for space heating

use in buildings and require several hundred acres. The Tanana
Valley State Forest has 1.8 mllion acres of nultiple use |ands
dedi cated to forest nanagenent. He opined there is plenty of
resource available to neet the needs of smaller communities in
rural areas.

3:31:50 PM

REPRESENTATI VE JOHANSEN asked whether the allowable sale is
limted by state statute.

3:32:16 PM

MR. MAI SCH expl ained that the annual allowable harvest level is
based on forest managenent plans; over a period of 10 years, the
harvest nust stay within a sustainable cut. The division holds
several authorities to offer sales, such as value-added sales
that allow contracts for up to 10 years in length for 10 mllion
feet a year to a conpany doing val ue-added processing. Al so,
there is the Schnabel Act that allows 20-year contracts for
resource harvesting in areas of high unenpl oynent.

3:33:52 PM

REPRESENTATI VE JOHANSEN asked whether all of the prograns conply
with the allowable sale limt.

3:34:21 PM
MR. MAI SCH said, "Yes, they do. They have to fall wthin that
annual sale ... quantity, we can't actually offer nore than what

the sustained yield calculations are for a given geographic
area."
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3:34:41 PM

REPRESENTATI VE JOHANSEN asked whether the accelerated allowable
sale quantity (ASQ that was put in effect during the Mirkowski
adm ni stration only affected Sout heast.

3:35:17 PM

MR. MAISCH indicated that was a special program for southern
Sout heast called the "bridge tinber program?™ In fact, in
southern Southeast all of the acres offered for sale are

processed locally, but in the Interior less than 10 percent of
the allowable cut is offered and there is a |arge anount of
surplus material .

3:36: 21 PM

REPRESENTATI VE JOHANSEN asked whether the legal environnent in
the Tok area was simlar to that of Southeast.

3:36:46 PM

MR MAISCH stated that there have been only five or six
litigated sales for this program Unli ke the federal process,
t he state system is streani i ned and i ncl udes public
participation and transparency. In Tok, there have been no
| egal challenges to sal es.

3:37:51 PM

REPRESENTATI VE PETERSEN asked whet her the division replants.

3:38:18 PM

MR. MAISCH said that in Tok, aspen conmes in aggressively on its
own. It is sonmetines necessary to plant spruce, otherw se birch
and aspen wll dom nate. The forest referred to in this
presentation is not considered commercial for a sawm || or other
production; in fact, this is the first opportunity to manage

this type of forest for commrercial use.
3:39:42 PM

REPRESENTATI VE PETERSEN asked for the anount of tinme needed for
the forest to be harvested again.
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3:40: 06 PM

MR. MAI SCH said the objective of the hazardous fuel treatnent is
to convert the tree stand from a conifer type to a hardwood
type, because hardwoods are |ess flanmmbl e. These trees would
be re-harvested every 15-20 years. If the area is returned to
white spruce, it would take 60-120 years.

3:40: 43 PM

CO CHAI R EDGVON asked about the possibilities in the next five
to ten years for using biomass as a primary fuel source in
Al aska.

3:41: 25 PM

MR. MAISCH predicted there is a lot of potential for use in a
nunber of communities in the Interior for space heating in
public buildings and schools. The 13 projects funded by AEA
w Il serve as denonstration projects to prove the effectiveness,
the benefits, and cost savings of this technol ogy. Al t hough
Fai rbanks has had air quality problens with wood snoke, these
fuel products are dry and neet Environnental Protection Agency
(EPA) standards for particulate and em ssions. There are many
possibilities for urban and rural applications.

3:43:15 PM

JEFF HERMANNS, Area Forester, Division of Forestry, Departnent
of Natural Resources (DNR), infornmed the conmittee Tok is part
of the fire ecosystem He presented a map that showed the area
surrounding Tok that has burned since 1935, and said, "History
proves that the chances are we're going to burn.” In 1990, fire
threatened the town, and the state spent $30 million to fight
the fire. Only a shift in the wind saved the town. In 2001,
the Red Fox fire burned 120 acres in 2 hours and cost $1.2
mllion. This was a wind driven fire, and with the abundant
fuel there was a danger of firefighters "getting burned over."
One slide showed a house that was saved because the |and was
cleared of trees for 100 feet. M. Hermanns showed several
other slides of fires and noted the state has spent $50 nmillion
fighting fires in the Tok area over the |last 25 years.

3:48: 11 PM

CO-CHAIR EDGMON observed there is tremendous cost to retain a
hel i copter servi ce.
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3:48: 30 PM

MR. HERMANNS advised that in the last 20 years, the forest has
grown and there are nore residents, thus the Tok area is in as
dangerous position as in 1990. The state fire managenent plan
requires fighting fires around hones so the hazardous fuels
continue to grow.

3:50: 06 PM

COCHAIR M LLETT asked whether the forest nmanagenent plan
renoves trees from around hones.

3:50: 14 PM

MR. HERMANNS said Tok has received $320,000 in funding for fuel
reduction from the federal governnent since 1990, and no funds
fromthe state. Also, fire managenent options address attacking
the fire, but not renoving the fuel before the fire strikes.
Several slides showed roads and driveways that would be
dangerous to travel to escape a fire and M. Hermanns descri bed
how people are trapped by fire. He recomended that the
property around a honme is cleared of trees for 100 feet to
create a defensible zone; however, Tok has 10,000 trees per acre
and this is a job beyond nobst honeowners' capabilities. Wthin
Tok's wildfire plan there are 38,000 acres of high volune
hazardous fuels, wthout a break in the stand of trees, and
1,500 residents. The Tok Community WIldfire Protection Plan
(CWPP) priorities are: remove fuels from Tok School and the
Departnent of Transportation & Public Facilities and Forestry
state communications tower; safe evacuation routes and road
ri ghts-of -way; seni or citizens defensi ble space; Create
effective fuel breaks and anchors for our firefighters. He said
he told the residents of the depth of the danger but sone people
can not afford to clear, or are unable to clear, their property.
Regardi ng the stand conversion of spruce to aspen, he expl ai ned
that the aspen root systemis in the ground and after a fire
kills the spruce, the natural cycle grows the aspen first, and
then it is overtaken by spruce, until a lightning strike starts
anot her fire.

3:57:42 PM
MR. HERMANNS, returning to the Tok plan, said the community

began the process of <clearing the problem areas around the
school and the conmmuni cations tower. He described various fire
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scenarios and the need to clear large areas of land to create an
effective firebreak. The division wirked to determ ne how nuch
energy is in the forest and found out there can be 6,000 to
10,000 trees per acre for a weight of 33-187 tons per acre.
Usi ng an average of 60 tons per acre, there is an average of 548
mllion BTUs per acre in Tok. That is equal to 21 trillion BTUs
in the Tok stand of trees. The fuel oil equivalent is
153, 934, 964 gal | ons.

4:04: 06 PM

MR. HERMANNS said the fuel oil equivalent for the value of the
forest within the Tok plan is $307 nmillion and the biofuel
equivalent is $140 mllion. M. Hermanns estimated that 3,300
acres need to be cleared, of which 500 acres are private
properties. Mechani cal harvesters can renpbve two acres per day
at a cost of $1,000 to $1,200 per acre, or $15 per ton. The
total cost to renove the hazardous fuel around Tok is $5.7

mllion wthout comercial resale. The effort to clear |and
began with the school as a safety issue; $50,000 was spent to
clear 50 acres, and the fuel will be used to heat the school for
one year. This was a collaborative effort and the process
educated students to the danger of fire. He presented a slide

that showed snmall trees can be handl ed and chipped as a bundl e.
M. Hermanns opined this process turned a huge liability for the
state into an asset for the community.

4:11:14 PM

MR. HERMANNS recalled that the division used to burn hazardous
mat eri al and waste the energy. Now t he chi pper machine takes a
whole tree or a bundle of hazardous tree waste and nmakes fuel
ready to go into a boiler. He showed slides of the fuel going
into the boiler at the school. This technology has been proven
in Montana and on the East Coast for 20 years, and is conpletely
automated using a conputer to boost efficiency. He predicted
the Tok School will have a net savings of $7.8 mllion over 30
years. He urged the state to "get serious" about fuel reduction
and invest $1,000 in fuel reduction versus $10,000 to fight an
urban interface fire. Let nature burn it, or control and
harvest the forest, and benefit fromthe energy. |In response to
Representative Johansen, M. Hermanns said he was the Area
Forester for the state in Tok, which is the equivalent to a
D strict Ranger.

4:20: 07 PM

HOUSE ENE COWM TTEE -10- March 25, 2010



REPRESENTATI VE TUCK asked whether there was covered storage for
t he fuel

4:20: 27 PM

MR. HERMANNS expl ained that two nonth's supply of fuel is stored
inside at the Tok School. There is a plan to build outside
storage later, but the area only receives 10 inches of rain per
year .

4:21:11 PM

CO- CHAIR M LLETT expressed her appreciation for the information
provi ded.

4:21:33 PM

CO CHAI R EDGVON encouraged the committee to visit Tok and Dry
Creek to see the business potential there.

4:23:02 PM

REPRESENTATI VE JOHANSEN asked whether there was a bottleneck
within the admnistration that stops the forestry division from
requesting the equi pment and fundi ng needed.

4:24:04 PM

MR. MAISCH said the division conpetes for federal funding with
all of the other states, and there has been no state funding
from the general fund for hazardous fuel mtigation projects

Hi s departnent intends to request nore funding though the nornal
budget process. Regarding policy, he said he hopes that the
governor's office will recomend that CWPs are conpleted for
each community in a fire-prone area of the state, so they can be
used as a blueprint for fuel mtigation projects.

4:25:52 PM
REPRESENTATI VE  JOHANSEN asked whether the division could
authorize clearing by a private conpany that could profit from

t he wood.

4:26:40 PM
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MR. MAISCH said the market has not matured to that point yet.
Interest from the private sector is growi ng, but investors nust
be educated that this material is comercial.

4:27:51 PM

REPRESENTATI VE JOHANSEN observed that this legislature has
i gnored opportunities such as this.

CO CHAI R EDGVON suggested the presenters attend the Rural Energy
Conf er ence.

4:29:17 PM

MR. MAISCH re-stated the need for the state to act as a venture
capitalist.

CO- CHAIR M LLETT agreed that the legislature focuses on oil and
gas as the state's only resource.

VR. STANCLI FF  suggested the conmittee hear a private
presentation from Thomas Deerfield of Dal son Energy.

4:31:14 PM
The committee took an at-ease from4:31 p.m to 4:35 p. m
4:35: 34 PM

HB 182- RAI LBELT ENERGY & TRANSM SSI ON CORP.

CO- CHAIR M LLETT announced the next order of business would be
HOUSE BILL NO 182, "An Act establishing the Geater Railbelt
Energy and Transmssion Corporation and relating to the
cor porati on; relating to transition, fi nanci al pl an, and
reporting requirenents regarding planning for the initia
business operations of the Geater Rai | bel t Energy and
Transm ssion Corporation; relating to a report on |egislation
regarding the Regulatory Comm ssion of Alaska and the Geater
Rai | belt Energy and Transm ssion Corporation; authorizing the
Al aska Energy Authority to convey the Bradl ey Lake Hydroelectric
Project and the Alaska Intertie to the Geater Railbelt Energy
and Transnmission Corporation; and providing for an effective
date."

4:35:48 PM
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REPRESENTATI VE RAMRAS wi t hdrew his objection made at the hearing
of 3/18/10.

COCHAIR MLLETT withdrew her notion to adopt the conmmttee
substitute (CS) for HB 182, 26-CGH1041\E, Bailey, 3/18/ 10, nade
at the hearing of 3/18/10. She then noved to adopt CSHB 182 26-
GH1041\'S, Chenowet h/ Bai | ey, 3/24/10, as the working docunent.
4:36: 41 PM

CO- CHAI R EDGVON obj ected for di scussi on purposes.

CO- CHAIR M LLETT expl ained that the working docunent was drafted
for the Senate.

4:36: 50 PM

JI' M STRANDBERG, Project Manager, Alaska Energy Authority (AEA),
Department of Commerce, Community, & Economic Devel opnent

(DCCED), informed the conmttee he was speaking to the bill on
behalf of the adm nistration. Referring to the neeting on
3/ 18/ 10, he said there were questions raised regarding the
financial status of the utility conpanies. He presented

docunents from Seattl e-Northwest Securities that |ooked at the
financial condition of the utilities.

4:39:46 PM

COCHAIR M LLETT advised there are attachnents to the working
docunent .

4:40: 29 PM

MR. STRANDBERG related that the adm nistration was pleased with
the effort on the part of the Railbelt utilities to create a new
corporation to respond to the energy future. The Al aska Energy
Aut hority (AEA) and the governor's office were partners in the
effort, and assisted in the first step to get all six utilities

at their board, CEO and technical levels to work together. He
said this was a positive action and he expressed his hope the
committee woul d consider the bill as such.

4:42: 41 PM

CO CHAIR EDGMON observed Honmer Electric Association (HEA) had
backed away fromthe CS.
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4:43: 30 PM

MR. STRANDBERG said his understanding was the matter would be
addressed by testinobny at the Senate Resources Standing
Conmi ttee neeting.

4:44. 05 PM

CO CHAI R EDGMON asked what would happen if all six utilities are
not in agreenent.

MR. STRANDBERG acknowl edged AEA was al so concer ned.
4:44: 57 PM

CO CHAIR M LLETT offered to provide copies of a letter from HEA
to the commttee.

4:45: 36 PM

BRI AN BJORQUI ST, Senior Assistant Attorney General, Labor and
State Affairs Section, Departnent of Law (DOL), informed the
committee his primary clients are AEA and the Al aska |ndustri al
Devel opnent & Export Authority (AlDEA), Departnment of Commerce,
Communi ty, & Econom c Devel opnent ( DCCED) .

4:47:09 PM

CO-CHAIR M LLETT asked M. Bjorkquist to point out major itemns
that were not in the original bill.

4:47:12 PM

MR.  BJORKQUI ST agreed. He explained that this legislation
creates an energy and transm ssion corporation nodeled after a
generation and transm ssion (G&T) cooperative. In this type of

entity, public utilities collectively plan for, develop, and
i npl enent their G&T needs; however, the public utilities remain
distribution wutilities providing electricity to their retail
cust oners. The original bill created one specific corporation,
but the CS creates a statutory schene, an energy and
transm ssion corporation, and also provides authority for the
Greater Railbelt Energy and Transmi ssion Corporation (GRETC) to
be forned. The [CS] provides that four or nore nunicipal or
cooperative electric wutilities form together to acquire or
operate a project from AEA, to plan for an interconnected
system and to create an energy and transm ssion corporation, if
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it is first approved by the legislature. Section 13 of the work
draft provides the legislature authority for this specific
corporation to be forned. M. Bjorkquist pointed out that this
change fromthe original bill was for two reasons: (1) to avoid
a constitutional issue regarding |ocal and special |egislation

(2) to shift the nodel for the corporation from the Conmerci al
Fishing and Agriculture Bank (CFAB), which is a specific quasi-
public corporation established in statute, to a private style
wth nore freedom and flexibility as to how the wutilities
operate within GRETC The wutilities desire the ability to
develop their own projects, rather than the expectation that the

new corporation will be the sole provider of G&T services. He
further explained that the process is starting "where there is
not hing, basically,” and this wll allow for nore of an
evolution of the corporation instead of forcing the utilities
into an entity. The legislation gives nore freedom to the
utilities, but with an expectation that the entity wll evolve
into the provider of public services in the Railbelt. M.

Bj or kqui st began a sectional analysis, and said Sections 1, 4,

and 5 deal with rate regulation by the Regul atory Comm ssion of

Al aska (RCA), and nmunicipalities. Sections 1 & 4 determ ne that

when GRETC is not regulated by the RCA it is also not regul ated
by nmunicipalities. Section 5 provides for the exenption from
regul ation by the RCA These provisions would becone effective
8/ 16/ 15, five years after the organization of GRETC, thus there
woul d be five years of full regulation by the RCA and five years
into the future the exenption from rate regulation would take
pl ace. He cautioned that there is an inconsistency in the
| anguage regardi ng regul ati on, but the anendnment corrects that.

4:55: 03 PM
CO-CHAIR M LLETT observed that CGRETC would be a third party

storage facility w thout RCA regul ation. This is contradictory
to proposed | egislation, and she questi oned the reasoni ng.

4:56: 08 PM

MR. BJORKQUI ST referred to |anguage on page 2, line 15, which
deal s W th "rel at ed contracts for wheel i ng, st or age,
regeneration.” He expressed his belief that this does not

concern gas storage, but affects water storage related to
hydroel ectric projects.

4:57:20 PM
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CO- CHAIR M LLETT pointed out another reference to fuel storage
on page 4, line 5.

4:57:25 PM

MR. BJORKQUI ST noted on page 14, lines 15-17, there was a
provision for fuel supplies. He said he was unfamliar wth
contradictory |egislation; however, he suggested including the
exenption by |language on page 18, line 8, which deals wth

certain conponents that are related to regul ation.
4:59: 18 PM

CO- CHAIR M LLETT advised that there is also a contradiction in
whet her the interconnection by an independent power producer
(IPP) has to conform to the corporation's interconnection
gui delines and standards. This sets up an adversarial role for
the IPP as it would need to appeal to the RCA to get
i nterconnection wthin GRETC

5:00: 24 PM

MR. BJORKQUI ST stated the provisions regardi ng where GRETC t akes
a role on interconnection are intended to replace a void in the
interconnection reliability standards throughout the Railbelt.
In fact, the Alaska Intertie Agreenent is not signed by all of

the Railbelt utilities, and will term nate next OCctober. These
provi sions would have GRETC fill that void and becone the entity
to deal with interconnection standards. Furt hernore, there is

the provision that allows the RCA to conpel interconnection.
The first step for interconnection is the obligation on the
utilities to negotiate terns and conditions with each other. If
unsuccessful, t he RCA can open a docket and  conpel
i nterconnection with the terns and conditions established by the
RCA. This second step is less cunbersone than litigation
bet ween parties, and he gave an exanple. Section 2 also deals
with the RCA and provides that power sales agreenents between
GRETC and public wutilities would not be subject to review or
approval by the RCA. The provision would apply as long as there
is long-term debt associated with the power project, as in the
Bradl ey Lake, Swan Lake, and Lake Tyee projects. The purpose of
Sec. 2 is to provide assurance and protection for financing.

For exanpl e, if power sales agreenents were subject to
regul atory review, the review may affect the source of re-
paynment . In addition, GRETC is forward-looking, and this
applies only to new projects. Section 3 deals wth rate-

setting, and is identical to the provision in rate-setting that
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woul d become effective in 2015. Further discussion on this
section is forthcomng later in the analysis. Section 6 begins
wi th general |aw on the energy and transm ssion corporation.
5:08: 08 PM

CO- CHAIR M LLETT suggested the analysis stop at page 3, line 15,
Chapter 50, of the [CS].

5:08: 24 PM
REPRESENTATI VE TUCK observed a title change was needed.
5:08:42 PM

CO-CHAIR M LLETT announced that HB 182 was held over

5:09:18 PM
ADJ OURNVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 5:09 p. m

HOUSE ENE COWM TTEE -17- March 25, 2010



