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ACTI ON NARRATI VE
3:10: 40 PM

CO- CHAIR CHARI SSE M LLETT called the House Special Committee on
Energy neeting to order at 3:10 p.m Present at the call to
or der were Representatives Mllett, Dahl st rom Johansen,
Pet ersen, Tuck, and Edgnon. Representative Ranras arrived as
the neeting was in progress.

OVERVI EN( S) :

Rai | belt Energy Study by Commonweal th North, "Energy for a
Sust ai nabl e Al aska"

3:10: 53 PM

CO-CHAIR M LLETT announced that the first order of Dbusiness
would be an overview on the Railbelt Energy Study by
Commonweal th North titled, "Energy for a Sustainable Al aska: The
Rai | bel t Predi canment.”

3:12: 45 PM

MARY  ANN  PEASE, Consul t ant, MAP  Consul ti ng; Co- Chai r,
Commonwealth North Energy Study Goup, infornmed the conmttee
that Comonwealth North's report on energy is a culmnation of
over one year's work by a diverse study group, including
contributions on energy policy fromlegislators. She noted that
the study group heard conprehensive presentations representing
every aspect of energy, while focusing on Southcentral and al so
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| ooking at renewables in the Interior and beyond. Ms. Pease
announced that volume 2 of the report wll be available next
year. Slide 1 was a chart of the historic and projected natura
gas production in the Cook Inlet showing the decline in
production beginning in 2006 and continuing through 2030. Slide
2 was a chart that showed the Cook Inlet demand and
deliverability forecast, and she pointed out that in order to

sustain the projected demand of 90 billion cubic feet (Bcf) per
year beginning in 2011, about 185 new wells need to be drilled
The cost of drilling these new wells to neet the utility denmand
is estimated to be between $1.9 billion and $2.8 billion, and

does not include increased denmand due to industrial growh.
Slide 3 indicated that there are about 863 Bcf of renaining
reserves, and additional probable reserves of 279 Bcf. V5.
Pease related that nost of the reserves are located in the
Beluga River, North Cook Inlet, N nilchik, and MArthur River

gas fields. She said, "2013 is the problem ... you' ve heard it
from other entities that 2013 is kind of that point where we're
really going be in a problem"” Al though there were no

deliverability shortages last winter, she warned that in the
case of a conpressor failure during a cold snap, there is cause

for concern. Ms. Pease then displayed Slide 4, and noted the
deliverability situation in 2006 when the heat and electrica
| oads were constant, and Agrium Inc. and the Phillips/Marathon
Kenai Liquefied Natural Gas (LNG export plant |oads were known.
However, slide 4 also indicated that in the future, the
industrial load will be undefined, and the Southcentral power

demand remains less than 5 percent of a 4.5 Bcf main line. She
remar ked, "The days of cheap gas in Cook Inlet are over, and
it's tinme that we want the deliverability issues to be
resolved.” Slide 5 was a graph that projected future industria
demand of 280 mllion cubic feet per day (Mwf/d) froma yet to
be identified industry, and that residential, comercial, and
power demands wll be relatively constant. Slides 6 and 7
i ndicated ENSTAR Natural Gas Conpany and Chugach Electric
Associ ation gas supplies begin to run into shortages in 2011.
Slide 8 was the "needl e peak chart"” and she noted the gas peak
demand is on a 20:1 ratio, but the electric load is nore stable.
Ms. Pease related Commonwealth North feels legislators have a
uni que opportunity to make progress in energy resources for the
state; however, there needs to be a clear, concise policy that
optim zes resources and encourages econom c devel opnent, grow h,
and capital investnment in the state's infrastructure.

3:19: 20 PM
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M5. PEASE referred to an energy study by the Al aska Energy
Aut hori ty, Departnment of  Commerce, Comuni ty, & Econonic
Devel opmrent (AEA) and displayed slide 10 that was a chart of
energy by resource type. She questioned the conclusions of the
study because coal is not included as one of the sources of
energy and, as a matter of fact, Cook Inlet Region Inc. (CIRI)
is investing in a coal gasification installation. Al so, the
chart shows a steep decline in the production of natural gas
bet ween [2023] and [2026], with an increase in energy provided
by hydroelectric power. She said this is significant as at this
time natural gas or fuel oil is filling this need. She said,
“If [hydroelectric power] is indeed the assunption that is being
made for the integrated resource plan that's going to be the

baseline for the utilities ... there needs to be sone sort of
policy guidance.... Are we still going to continue to have
t houghts of gas comng from the North Slope, or additional
drilling and devel opnent in Cook Inlet?" M. Pease acknow edged
that in any case, huge capital investnments are needed, as is
consideration of the end-user costs and sustainability. She

continued to explain that Comonwealth North divided the
timeframe for policy decisions into three periods: now -being
prepared, having a plan, conservation, and the ability to use
di esel for some electrical generati on; i nt er nedi at e- - gas
storage, inport liquefied natural gas (LNG, drill nore wells,
in-state gas |ine, and renewable energy; | ong-term - nost
options, main line, North Slope gas into Southcentral, |[|arge
scal e renewable projects, and large price tags. She said she
was very pleased to note that the internediate-term propane
project solution would greatly benefit Fairbanks and the
Interior; in fact, the Al aska Natural Gas Devel opnent Authority
(ANGDA), Ofice of the Comm ssioner, Departnent of Revenue,
proposes having the private sector build a gas extraction plant,
trucking propane to Fairbanks, and barging propane to river
comuni ties. All three of the North Slope producers have
expressed interest in this proposal. On the subject of |ong-
term future solutions, she advised that there are a great nunber
of options, albeit all at a high price. She urged the conmttee
to consider that the best nodel for energy projects is a
private-public partnership mx that keeps the cost sem -
sust ai nabl e for the econony, while encouraging investnment by the

private sector. Slide 20 was a map indicating the regional
energy demands across Al aska. Ms. Pease spoke of the in-state
bullet gas line, and relayed that the cost of a bullet line is

greatly reduced by the construction of a main line; however,
w thout that alternative the cost of 250 mllion standard cubic
feet per day (Mwscf/d) results in a tariff of $6-$7 in addition
to the price of gas. She re-stated that the capital costs of
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t he devel opnment of hydroel ectric energy are very high, and there
is a need to realize that an over-arching energy policy mnust
define the "renewabl e energy m x that we want going forward."

3:30: 07 PM

V. PEASE presented Commonwealth North's reconmendati ons:
continued custonmer awareness, educational conservation, and
curtail ment plans; support for gas storage to help utilities
nmeet deliverability challenges; establish a clear regulatory
standard for review of gas supply contracts; inplenment a policy
of fuel diversification including other energy alternatives such
as hydroelectric, coal, propane, wi nd, and geo-thermal, with the
| ong-term goal of reduced dependence on diesel for nmuch of rural
Al aska; encourage devel opnent of oil and natural gas potential
and the construction of a natural gas pipeline.

3:33:22 PM

MS. PEASE suggested that the action to be taken now is for the
state to continue the energy dial ogue and establish a pro-active
approach and reasoned policy action on energy issues in Al aska
She advised that the policy direction developed by the
| egislature wll ensure there is economc developnent, the
i nvest ment of capital in the econony, and sustainable
opportunities for grow h.

3:34: 30 PM

CO CHAI R M LLETT observed t hat Commonweal t h North's
recommendations are in alignment wth the energy policy
devel oped by the stakehol ders group. Al askans are in agreenent.

3:35: 03 PM

CO- CHAIR EDGVON appreciated the reference to rural Al aska and
its need for the diversification of fuel sources. Energy issues
have manifested an inter-dependence between business flow ng
into Anchorage from rural Alaska and the availability of
af f ordabl e power in Southcentral.

REPRESENTATI VE RAMRAS spoke of a proposed $250 mllion
developnent in the Interior involving the Alaska Gasline Port
Authority (AGPA), Golden Valley Electric Association (GVEA)

Fai rbanks Natural Gas, and ENSTAR to install mllions of dollars
of gas fittings to accept trucked natural gas. He asked
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Commonwealth North to provide an addendum to its report
anal yzi ng the proposed project.

3:37:18 PM

M5. PEASE responded that Commonwealth North will inmediately
begin I ooking at rural and Interior LNG issues.

3:37:42 PM

REPRESENTATI VE PETERSEN asked whether wusing nethane from the
Anchorage landfill to generate electricity wll become a
reality.

3:38:10 PM

M5. PEASE said this resource wll becone available at the

begi nni ng of 2012.
3:38:31 PM

CO CHAIR M LLETT asked for a re-statement of comments nmade at
the Regulatory Commission of Alaska (RCA), Departnent of
Commerce, Conmunity, & Econom c Devel opnent, neeting regarding
pendi ng | egi sl ation.

3:39:28 PM

M5. PEASE clarified that Commonwealth North has not passed a
resolution or nmade recomendations on proposed |egislation;

however, the report states Comonwealth North is highly
supportive of the effort, and calls for a policy direction of
all of the best conmponents of the proposed |egislation. She

said the public process and consuners' interests nust be kept at
the forefront of any discussion on jointly operated power

generati on. Ms. Pease gave the exanple of Ontario, Canada,
where the utilities have integrated the private sector with a
traditional public-type cooperative. However, nerging all of

the utilities requires an organization, such as the RCA to
monitor the entity at the outset, and then deregulate after
protecting consuners' interests.

3:42: 08 PM

REPRESENTATI VE RAMRAS supported deregul ati on.

3:42: 25 PM
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REPRESENTATI VE JOHANSEN stated that with great power cones great

responsi bility. The proposed legislation nust be analyzed and
understood by | egislators. He appreciated the fact that the
information supplied was hel pful, but stressed the necessity of
consuner protection and oversight. He said he has not been
satisfied with the wutilities' responses in the past, and
enphasi zed that he wll not support the proposed |egislation

wi t hout regulation for consunmer protection.
3:45: 00 PM

M5. PEASE opined that a |level of investnent in Cook Inlet must
be nmai nt ai ned. She said she would urge deregul ated gas storage
and less regulatory oversight over gas supply contracts;
however, at the beginning of this new nodel, the state nust "get
it right."

3:45: 57 PM

REPRESENTATI VE JOHANSEN al so appreciated Commonwealth North's
support of getting the private sector market involved.

3:46: 34 PM

CO CHAI R EDGVON asked whet her suppl y-side nega-projects, such as
an in-state gas line and the Susitna Hydroelectric Project, can
proceed concurrently.

3:47:45 PM

MS. PEASE opined there will be difficulties doing nega-projects
concurrently due to capacity and financial constraints.

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

3:48: 20 PM

CO- CHAIR M LLETT announced that the next order of business would
be HOUSE BILL NO 182, "An Act establishing the Geater Railbelt
Energy and Transmi ssion Corporation and relating to the
cor porati on; relating to transition, financi al pl an, and
reporting requirenents regarding planning for the initial
busi ness operations of the Geater Railbelt Energy and
Transm ssion Corporation; relating to a report on |egislation
regarding the Regulatory Comm ssion of Alaska and the Geater
Rai |l belt Energy and Transm ssion Corporation; authorizing the
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Al aska Energy Authority to convey the Bradl ey Lake Hydroelectric
Project and the Alaska Intertie to the Geater Railbelt Energy
and Transm ssion Corporation; and providing for an effective
date. " She identified the working docunment as Conmittee
Substitute (CS) for HB 182, ver si on 26- GH1041\ S,
Chenowet h/ Bai | ey, dated 3/24/10.

3:49: 54 PM

BRUCE TANGEMAN, Chief Financial Oficer, Doyon Uilities (DU

informed the commttee his testinony intends to famliarize the
cormittee with his conpany, and to request "equal participation
in the CGRETC process currently wunder consideration by this
| egi slature.” M. Tangeman explained that DU is not included as
a nmenber of the joint wutility taskforce or the work group
because it is not a municipal or cooperative electric utility.
However, DU owns and operates three Railbelt electric utilities
| ocated at Fort WAinwight in Fairbanks, Fort Geely in Delta,
and Fort Richardson in Anchorage. In 2007, DU was awarded three
50-year contracts with the Arny to privatize twelve utility
systens on the Arnmy posts including electric generation and

di stribution, heat di stribution, wat er di stribution, and
wast ewat er collection, thus saving the Arnmy an estinmated $950
mllion. Doyon Utilities is responsible to maintain, repair,

repl ace, and construct new assets as needed to provide services
to approxi mately 45,000 soldiers, fam |y nenbers, and civilians.
M. Tangeman noted that investnments in the wutilities occur
t hrough DU sharehol ders, which has totaled $135 million during
the past two years, and by the investnent of federal funds
t hrough the Arny. He said DU is concerned about its lack of
participation in the CGRETC process for two main reasons: (1)
wi thholding the wholesale rate from the Arny may negatively
i nfluence the Base Realignnment and Cosure (BRAC) process that
keeps the posts open; (2) the proposed |egislation presunes that

funding for capital projects will conme fromthe state, and from
a funding perspective, there should be nore diversity in
i nvest ment . M. Tangenman advised that DU should have an equal
seat at the table and not as a non-voting nmenber without a role
i n managenent or investnent. In fact, by precluding neani ngfu

i nvol venent by DU and the Arnmy in GRETC, the state would prevent
private or federal investnent in capital projects, and the
efficiencies gained froma joint utility effort would be limted
by the exclusion of three electric utilities. He urged the

commttee to consider whether the present structure of the
| egi slation serves the best interests of the Railbelt residents.

3:56: 36 PM
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REPRESENTATI VE TUCK asked about the three power utilities and
the source of their power generation.

3:56: 59 PM

MR. TANGEMAN answered that DU owns and operates a coal-fired
power plant for Fort Wainwight, the Arny purchases power from
Golden Valley Electric Association (GVEA) for Fort Wi nwight
and Fort Geely, and it has a contract with Anchorage Minici pa

Li ght & Power (M&P) for Fort R chardson. Doyon Utilities owns
the infrastructure.

3:57:30 PM

CO-CHAIR MLLETT invited M. Tangenman to explain the changes
proposed by DuU.

3:57:55 PM

MR. TANGEMAN suggested the nost inportant change to the bill is
to strike "municipal" and "cooperatives,” and replace this
| anguage with "public utilities.” Also, the CS authorizes his
conpany to invest, but not to address "where that funding is
going to go and how it is going to be used.”" In addition, the
Arny should not be charged retail rates. H s said another

concern is over the requirenent of a two-thirds vote by the
GRETC board to allow participation in capital projects.

4:00:19 PM

CO CHAIR EDGVON asked whether a profit-driven entity can "m x"
in anot-for-profit structure.

4:00: 53 PM

MR. TANGEMAN clarified that 50 percent of DU is owned by
Fai rbanks Sewer Water Inc. (FSW, and 50 percent is owned by
Doyon Properties, Inc.

4:01: 26 PM

CO- CHAI R EDGVON re-stated his question

4:01: 32 PM
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MR. TANGEMAN observed that DU is an economcally regulated
utility as is M&P, A aska Electric Light and Power Conpany

(AEL&P), and GVEA. In addition, Ilike other wutilities, DU
operates under a certificate of public conveni ence and necessity
(CPCN) , has custoners, and is supervised by Regulatory

Comm ssion of Al aska (RCA), Departnent of Commerce, Conmunity, &
Econom ¢ Devel opnent, oversight.

4:02:51 PM

CO- CHAIR EDGVON gave the exanple of DU benefitting from public
funds as a participant in GRETC He al so asked whet her DU has
an opi ni on on RCA oversi ght of GRETC.

4:03: 06 PM

MR. TANGEMAN, referring to the RCA oversight of GRETC, explained
that DU won its contract as one of the largest utility
privatizations wth the federal governnent because of the
"bundling aspect”™ of the 12 wutilities, and also because DU
proposed a regul ated nodel. Doyon Utilities' business nodel is
transparent, and allows the Arnmy access to its business records.
He opined the Arny "love[s] the regul atory aspect,” and woul d be
a strong supporter of GRETC regulation. 1In response to Co-Chair
Edgnon's first question, M. Tangeman said DU is asking to be on
the same footing with the other wutilities participating in
GRETC, and to receive the same benefits.

4:05: 08 PM

REPRESENTATI VE PETERSEN asked whether DU anticipates regulatory
conplications because its contracts are with the mlitary.

4: 05: 38 PM

MR. TANGEMAN assured the committee DU wll research this
guesti on.

4:06: 07 PM

REPRESENTATI VE TUCK questi oned whether state regulation can have
jurisdiction over mlitary properties.

4:06:41 PM
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MR. TANGEMAN expl ained that in the contract the Arnmy agreed that
the RCA would be the independent third party overseeing the
contract.

4:07:25 PM

REPRESENTATI VE TUCK further asked whet her the RCA agreed.

4.:07:42 PM

MVR. TANGEMAN  indicated yes. In further response to
Representative Tuck, he said a CPCN is the regulated docunent
i ssued by the RCA that allows DU to operate as a utility.

4:08:15 PM

REPRESENTATI VE TUCK asked whether DU obtained its CPCN as part
of its contract with the Arny.

4:08: 30 PM

MR. TANGEMAN responded that regulation by the RCA was part of
t he proposal to the Arny by DU

4:09: 09 PM

M KE O MEARA, Honer Spokesnman, HEA Menber's Forum inforned the
committee he represents "just sonme of the people who are
involved in paying the bills for all of this stuff.” M.

O Meara said HEA Menber's Forum has been in favor of a GRETCG
type organization in order to increase Railbelt operational
efficiencies through greater collaboration anmong the utilities.
However, his group is concerned that there has not been an
opportunity for ratepayers to be involved in drafting the

| egi sl ati on. HEA Menber's Forumls recommendations are:
regulation by the RCA should be over tinme and not short-term
because the RCA supports r at epayers’ i nterests; better

participation by ratepayers in governance of the system savings
in costs by greater efficiency and energy conservation; support
for achieving the ultimte goal of renewable energy; state
funding should be adequate for the function of GRETC w thout
pl aci ng an undue burden on the participating utilities.

4:14: 33 PM

CHRI STINE VECCHI O, Board Menber, MEA Ratepayers Alliance, said
she represents a grassroots organization fornmed to provide nore
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information to the ratepayers in the Mtanuska Electric
Association (MEA) district on energy issues. Her organi zation
participated in the Alaska Railbelt Electrical Gid Authority
(REGA) study in 2007 and the Railbelt Integrated Resource Plan
(RIRP), and she offered its perspective on public participation
and governance in the proposed |egislation. The Al aska Energy
Aut hority (AEA) and its consultants worked diligently to include
st akehol ders in the aforenentioned studies, and she urged the
incorporation of public participation in the |anguage of GRETC
as well. Furthernore, her organization feels there is a need
for an utility advisory group along with the board of directors
at the governance |evel for GRETC This is inportant because
any organi zation needs public and diverse involvenent to bring

"other realities" to those at the governance |evel. She
suggested an I RP review should be done every three years, as is
done in Hawaii . Ms. Vecchi o expressed her appreciation of the

testinony from previous wtnesses in support of regulation and
public invol venent.

4:21:19 PM

CO- CHAIR EDGVON referred to the audits, reports, and regulatory
oversight that are already required in the bill, and asked
whet her the stakehol der group woul d be an addition.

4:22:01 PM

M5. VECCH O was unsure of the form of the stakeholder group
however, at the governance level there is only one nenber of the
publ i c appointed by the governor. She opined one appointnent is
i nsufficient. In further response to Co-Chair Edgnon, she
confirmed that the stakehol der group would be additional to the
regulation and public participation already included in the
bill.

4:23:28 PM

REPRESENTATI VE JOHANSEN referred to previous testinony by MEA s
general manager, and asked whether the ratepayers' option of
petitioning federal entities for relief would suffice.

M5. VECCH O said a petition is a reactive approach to a probl em
however, she is interested in a proactive approach to the policy
and direction of the corporation in order to avoid distrust. In
further response to Representative Johansen, she said her
preference would be to appeal to a state agency, rather than a
f ederal agency.
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4:25:51 PM

REPRESENTATI VE PETERSEN asked whether her concern about public
participation would be satisfied if the governor's appoi ntee was
a nmenber of a consuner group.

4:26: 24 PM

M5. VECCH O observed the appointee would still only be one
per son.

4:27:24 PM

JIM SYKES, Consumer Representative, AEA Stakeholder Advisory
Group; Representative, Alaska Public Interest Research G oup;
Mat-Su Energy |ssues Coordinator, Alaska Center for the
Environnent, expressed appreciation to the <conmittee, the
utilities, and stakeholders for their attention to this critical
issue. He infornmed the commttee that three years ago, the REGA
study showed the benefits of a unified Railbelt energy system
even though the stakeholders and the utility working group did
not neet together at the beginning of the process, and still are
not. However, present testinony supports adding to the proposed
| egislation the essential ingredients of transparency and public
accountability such as financial oversight, publicly involved
gover nance structure, meani ngf ul regul ati on, public
participation, and <clear nechanisns for issuing equity or
creating subsidiary corporations. He opined financial oversight
over investnents should be provided by the AEA rather than just

an audit. Regardi ng regulation, he said the process should be
sinplified with one set of regulations for the operation of the
G&&T that is accountable and transparent. M. Sykes pointed out

that there were 15 nenbers of the R RP advisory group, and urged
the same diversity for the GRETC board of directors; in fact
the current structure calls for a "commttee of managers," and

invites conflicts of interest. Furthernmore, in addition to nore
consuner representation, representation for renewable energy,
the elderly, and other interests is needed. M. Sykes
acknowl edged the need for urgency, but he said public
accountability issues should not be left behind. He clarified
that he still supports the GRETC concept.

4:33:40 PM

CO- CHAIR EDGVMON has heard from a variety of groups that there
needs to be an additional stakeholder group at the governance
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| evel . He asked for information on how utility board nenbers
are el ected.

4:34: 45 PM

MR. SYKES explained that in the Railbelt the election of board
menbers is by about 10-15 percent of the sharehol ders. The
el ections have beconme a hybrid between public and corporate
el ections, Dbecause few people vote; in fact, public utility
cooperatives have lost their connection to people, resulting in
a low response and |ow accountability. Al t hough he does not

envi sion a separate stakehol der group, he suggested stakehol ders
shoul d operate on the sanme governi ng board.

[CO-CHAIR M LLETT passed the gavel to Co-Chair Edgnon. ]
4:37:26 PM

MARY KVALHEIM informed the commttee she is a Mat-Su electric
ratepayer and she thanked the commttee, the utilities, and
st akehol ders for their work. She agreed with the concept of
Rai |l belt-wide wutilities, but stated that her public service
experience leads her to value public participation in public
i ssues. She requested that additional public representation
should be included in the structure of the organization. Ms.
Kval heim strongly urged the comnmttee to add | anguage that wll
bring regulation, and the know edge and active participation
fromthe general public, to the GRETC concept.

[ CO-CHAI R EDGVON returned the gavel to Co-Chair Mllett.]

4:39:43 PM

COCHAIR M LLETT advised that there is no reason to rush the
bill through the conmittee process. The utilities have worked
on the legislation for nine nonths, and she said the conmmttee
will pass a bill out of commttee "that this conmttee ... is
behind ... [and] we are confident that is good public policy....
Consuner protection is in ny mnd, and | think all of ny
col l eagues that sit on this comttee [agree], first and

forenobst in formng a new utility."”
4:41: 33 PM

COCHAIR MLLETT announced that HB 182 was held with public
testinmony open.
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4:43: 00 PM
ADJ OURNVENT

There being no further business before the conmttee, the House
Special Commttee on Energy neeting was adjourned at [4:43 p.m]
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