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HOUSE Bl LL NO. 280

“"An Act relating to natural gas; relating to a gas storage
facility; relating to the Regulatory Comm ssion of Al aska;
relating to the participation by the attorney general in a
matter involving the approval of a rate or a gas supply
contract; relating to an inconme tax credit for a gas storage
facility; relating to oil and gas production tax credits;
relating to the powers and duties of the Alaska Ol and Gas
Conservation Conm ssion; relating to production tax credits for
certain | osses and expendi t ur es, i ncl udi ng expl oration
expenditures; relating to the powers and duties of the director
of the division of lands and to |lease fees for the storage of
gas on state land; and providing for an effective date."

- HEARD & HELD

HOUSE BI LL NO. 306
"An Act declaring a state energy policy."

- MOVED CSHB 306( RES) OUT OF COMM TTEE
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HOUSE BI LL NO 229

"An Act anmending and extending the exploration and devel opnent
incentive tax credit under the Al aska Net Income Tax Act for
operators and working interest owners directly engaged in the
exploration for and devel opnent of gas for delivery and sale
from a lease or property in the state; providing for an
effective date by anmending the effective date for sec. 2, ch.
61, SLA 2003; and providing for an effective date."

- BILL HEARI NG CANCELED
PREVI QUS COW TTEE ACTI ON
BILL: HB 280

SHORT TI TLE: NATURAL GAS
SPONSOR(s): REPRESENTATI VE(s) HAWKER, CHENAULT

01/ 15/ 10 (H PREFI LE RELEASED 1/15/10

01/19/ 10 (H) READ THE FI RST Tl ME - REFERRALS
01/ 19/ 10 (H L&C, RES, FIN

02/ 08/ 10 (H L&C AT 3:15 PM BARNES 124

02/ 08/ 10 (H Heard & Held

02/ 08/ 10 (H M NUTE( L&C)

02/ 15/ 10 (H L&C AT 3:15 PM BARNES 124

02/ 15/ 10 (H Moved CSHB 280(L&C) Qut of Committee
02/ 15/ 10 (H M NUTE( L&C)

02/ 17/ 10 (H) L& RPT CS(L&C) NT 4DP 2NR 1AM
02/ 17/ 10 (H DP: LYNN, NEUMAN, CHENAULT, OLSON
02/ 17/ 10 (H) NR. HOLMES, T.W LSON

02/ 17/ 10 (H AM  BUCH

02/ 19/ 10 (H RES AT 1: 00 PM BARNES 124

02/ 19/ 10 (H) -- MEETI NG CANCELED - -

02/ 26/ 10 (H) FIN AT 1:30 PM HOUSE FI NANCE 519
02/ 26/ 10 (H <Bi |l Hearing Cancel ed>

03/12/10 (H RES AT 1: 00 PM BARNES 124

BILL: HB 306

SHORT TI TLE: STATE ENERGY POLICY
SPONSOR(s): ENERGY

01/ 19/ 10 (H) READ THE FIRST TIME - REFERRALS
01/ 19/ 10 (H) ENE, RES

01/ 26/ 10 (H) ENE AT 3: 00 PM BARNES 124

01/ 26/ 10 (H) Heard & Hel d

01/ 26/ 10 (H) M NUTE( ENE)

01/ 28/ 10 (H) ENE AT 3: 00 PM BARNES 124
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01/ 28/ 10 (H) Heard & Hel d

01/ 28/ 10 (H) M NUTE( ENE)

02/ 02/ 10 (H ENE AT 3: 00 PM BARNES 124

02/ 02/ 10 (H) Moved CSHB 306(ENE) Qut of Committee

02/ 02/ 10 (H M NUTE( ENE)

02/ 05/ 10 (H ENE RPT CS(ENE) 7DP

02/ 05/ 10 (H) DP: RAMRAS, DAHLSTROM PETERSEN, TUCK,
JOHANSEN, EDGMON, M LLETT

03/ 08/ 10 (H) RES AT 1: 00 PM BARNES 124

03/ 08/ 10 (H) Heard & Hel d

03/ 08/ 10 (H) M NUTE( RES)

03/ 12/ 10 (H) RES AT 1: 00 PM BARNES 124

W TNESS REG STER

REPRESENTATI VE M KE HAVKER

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Introduced HB 280 as the joint prine
sponsor.

LARRY PERSI LY, Staff

Representative M ke Hawker

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: During the hearing on HB 280, answered
guestions and provided information.

REPRESENTATI VE CHARI SSE M LLETT

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Di scussed HB 306 on behalf of the House
Special Committee on Energy, sponsor.

CHRI S ROSE, Executive Director

Renewabl e Energy Al aska Project (REAP)

Anchor age, Al aska

PCOSI TI ON STATEMENT: During the hearing on HB 306, provided a
Power Poi nt presentation about the bill.

CAI TLIN H GA NS, Executive Director
Al aska Conservation Alliance and Al aska Conservati on Voters

Anchor age, Al aska
PCSI TI ON STATEMENT:  Supported HB 306.

ACTI ON NARRATI VE
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1: 04: 52 PM

COCHAIR CRAIG JOHNSON called the House Resources Standing
Commttee neeting to order at 1:04 p.m Representatives Seaton
Tuck, Kawasaki, Edgnon, dson, P. WIson, Neuman, and Johnson
were present at the call to order. Representative Quttenberg
arrived as the neeting was in progress.

HB 280- NATURAL GAS

1: 05: 47 PM

CO- CHAI R JOHNSON announced that the first order of business is
HOUSE BILL NO. 280, "An Act relating to natural gas; relating to
a gas storage facility; relating to the Regul atory Conm ssion of
Al aska; relating to the participation by the attorney general in
a matter involving the approval of a rate or a gas supply
contract; relating to an inconme tax credit for a gas storage
facility; relating to oil and gas production tax credits;
relating to the powers and duties of the Alaska Ol and Gas
Conservation Conm ssion; relating to production tax credits for
certain | osses and expendi t ur es, i ncl udi ng expl oration
expenditures; relating to the powers and duties of the director
of the division of lands and to |ease fees for the storage of
gas on state land; and providing for an effective date."
[ Before the commttee was CSHB 280( L&C) . ]

1: 06: 13 PM

CO CHAI R NEUMAN noved to adopt the proposed conmittee substitute
(CS) for HB 280, Version 26-LS1185\C, Bullock, 3/9/10, as a work
draft. There being no objection, Version C was before the
comm ttee.

REPRESENTATI VE SEATON obj ected for purposes of |earning what the
changes are.

1: 07: 20 PM

REPRESENTATIVE M KE HAWKER, Alaska State Legislature, joint
prime sponsor of HB 280, directed attention to the one-page
witten explanation of the differences between Version C and
CSHB 280(L&C). In response to Co-Chair Johnson, he said HB 280
is intended to help bring back the vitality of the Cook Inlet
basin and increase gas production to neet the needs of
Sout hcentral Al aska, Anchorage, and the Railbelt. He introduced
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his staff nmenbers that worked on this bill - Larry Persily,
Janice Levy, and Juli Lucky - and noted that consultants Dan
Di cki nson and Roger Marks al so assisted with the bill.

1:11: 15 PM

REPRESENTATI VE HAWKER expl ai ned that HB 280 is a response to the
chal  enge of keeping the lights and heat on in his conmmunity
during the wnter. Gas supply in the Cook Inlet basin is
depleting and there is a real probability of being unable to
nmeet peak winter demands in a very short period of tine. He
said the first issue is recognizing there is a problem and
solving it. In solving the problem HB 280 would al so provide
consuner cost relief. The bill has statewide application in
that it would provide the same advantages to the Fairbanks area
as it wuld the Cook Inlet because gas storage will also be a
necessity for Fairbanks, regardless of the city's source of gas.
Storage was unnecessary when Cook Inlet gas was abundant, but
that is no longer the case and storage is now needed to keep
enough gas on hand to neet the peak w nter demand.

1:13: 37 PM

REPRESENTATI VE HAWKER related that on February 15, 2010, the
United Ki ngdom governnment approved construction of a $1 billion,
50 billion cubic foot natural gas storage facility. That

facility is aimed at correcting years of government and market
failure to build enough backup capacity to keep pace with demand
and to fill unexpected supply disruptions. He said HB 280 woul d
do the sanme for Alaska, but rather than a governnent-invested
solution, it would be a free-market approach to devel oping the
storage that is needed to provide energy security.

1:14:52 PM

REPRESENTATI VE HAWKER noted that every stakeholder in Cook
Inlet, from the municipalities to the utilities, has publicly
stated that storage is essential to the future energy
infrastructure. Storage will add an additional cost to the
supply chain of gas, resulting in an upward pressure on consuner
prices. An inportant part of HB 280 is that it would |essen
t hose costs to consuners.

REPRESENTATI VE HAWKER said HB 280 would also address the need
for regulatory certainty because, at this nonent, regulatory
uncertainty is inpeding the developnent and progress on any
storage projects. The Regulatory Conm ssion of Alaska (RCA)
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recently sent a nessage to the legislature asking for
clarification of its regulatory responsibility with regard to
gas storage activities in Al aska, and HB 280 woul d answer that.

1: 16: 25 PM

REPRESENTATI VE HAWKER, in response to Co-Chair Johnson, began a
review of the changes that would be nade by Version C. He said
changes to Section 2 are changes around the paraneters of what
type of facility would qualify for the incentive tax credit for
t he devel opnent. Version C would tighten this up and "right
size" the bill to mitigate any potential gam ng. He noted that
gas can be stored in pipelines, called packing; Version C
changes Section 2 so that pipeline packing is elimnated from

bei ng considered storage. Changes to Section 8 clarify the
boundaries and facilities of a gas storage facility that would
be subject to regulation by the RCA It specifies that RCA

regul ation extends only to gas storage facilities operated
exclusively or primarily for delivery of gas to consuners and
not to the world market.

1: 18: 35 PM

REPRESENTATI VE SEATON understood that Version C would not extend
RCA regul ation. He asked whether the credit would be extended.

REPRESENTATI VE HAWKER responded no, the credit was not extended
in the first version and is not extended in Version C.

REPRESENTATI VE SEATON presumed it would be underground storage
that is covered by Version C He inquired whether tank storage
woul d al so qualify.

REPRESENTATI VE HAVWKER replied t hat Ver si on C provides

requi renents for both  physi cal size and deliverability.
Realistically, it would be wunderground storage because to
gqualify an aboveground tank would have to accommbdate 100
mllion cubic feet annual injection or w thdrawal and be |arge

enough to hold 500 mllion cubic feet of gas.
1:20: 02 PM

REPRESENTATI VE TUCK asked whether the RCA would have authority
over new proprietary gas storage that is not necessarily third

party.
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REPRESENTATI VE HAWKER answered Version C goes strictly to
providing third-party storage of gas for delivery to consuners.
At the nmonent, it is unclear as to the extent the RCA may w sh
to apply that regulatory authority beyond the clearly stated
responsibility in the bill.

REPRESENTATI VE HAWKER continued his discussion of the changes.
In Sections 10, 17, and 19, Version C changes the transferable
tax credit to a refundable tax credit. This change was at the
request of the Departnent of Revenue to ease the accounting and
managenent activities that would be involved in nonitoring the
credits. He said Section 10 relates to "right-sizing" the bil
by cutting in half the maxinmum tax credit available for a gas
storage facility.

1: 21: 43 PM

REPRESENTATI VE SEATON inquired whether the refundable tax
credits would be limted to gas storage credits or would apply
to both oil and gas credits.

REPRESENTATI VE HAWKER responded that Version C makes no changes
to the transferable or refundable nature of any existing credits
in statute. It would apply only to the devel opnent credit for
gas storage facilities that originate in HB 280.

REPRESENTATI VE SEATON renoved his objection to Version C. There
being no further objection, Version C was before the commttee.

REPRESENTATI VE HAWKER reiterated that Version C addresses the
RCA request for clarification of its responsibility to regulate
storage facilities, and it clarifies what would be allowable
from the standpoint of inventory nmanagenent wthin a
contenpl ated storage facility.

1: 23: 08 PM

CO CHAI R NEUVAN asked whether HB 280 relates just to Cook Inlet
and whether the sponsor statenent still applies to Version C
gi ven the changes that have been nade.

REPRESENTATIVE HAWKER replied the provisions related to
investment tax credits for the devel opnent of storage would be
appl i cabl e statew de. The bill was brought forward because of
the imediate, inpending problem within the Cook Inlet basin
that is the result of the production decline inside that area
Motivation for the bill canme while he was flying over the Kena

HOUSE RES COW TTEE -7- March 12, 2010



Peni nsul a and saw shuttered buil di ngs where once stood a vibrant
econoni ¢ zone. The underlying business conducted there - oi
and gas developnent in Cook Inlet - is the foundation for the
entire energy security of Southcentral Al aska. This decline in
productivity in Cook Inlet is putting the Southcentral region at
risk of an inpending winter disaster when there is not enough
gas to keep the lights, heat, and electricity on.

REPRESENTATI VE EDGMON observed that this is a statewide issue in
that rural Alaska is also very much dependent upon inexpensive,
or at |east stable, fuel costs in the Southcentral region; it is
a synbiotic relationship. Wrk is continuing to get stable fue
to Bush Al aska as well.

1:26: 54 PM

COCHAIR NEUMAN noted that in Prudhoe Bay the natural gas
liquids (NG.s) are re-injected into the well to nake it easier
to punp the oil. He inquired whether the intent is to consider
that as gas storage and include that process in HB 280.

REPRESENTATI VE HAVKER answer ed no.
CO CHAI R JOHNSON under st ood Cook Inlet gas is a nmuch drier gas.

REPRESENTATI VE SEATON noted that gas is sold to North Slope
entities in addition to re-injection in the Prudhoe Bay fields.
He asked whether this could be considered a gas storage field,
given that he believes over 100 million cubic feet of gas per
year is being sold.

REPRESENTATI VE HAWKER responded the practical answer is no
because those are active wells, not storage wells or storage
| eases. The bill would require certification of gas storage
facility capacity by the Aaska Gl and Gas Conservation
Conmi ssion (AOBCC), and it is very clearly not the intent to
take an operating well and sonehow be able to call it a storage
facility.

1:29: 27 PM

REPRESENTATI VE HAWKER resuned highlighting the provisions of HB
280, Version C. He said the bill would provide clarification to
potential owners and devel opers of storage facilities about the
difference between storing gas and producing gas. When gas is
produced, royalty and production taxes nust be paid. Storing
gas is an inventorying activity and the bill would offer an
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investment tax credit for qualified storage facilities. The
Department of Revenue, the Departnment of Natural Resources, and
others participated in developing the bill to ensure tight
definitions that prevent gam ng. The bill would provide the
regul atory certainty that is being asked for by saying that RCA
regul at es gas storage.

REPRESENTATI VE HAWKER said HB 280 would specifically require
Last In, First Qut (LIFO accounting of the gas inventory - the
| ast gas punped into the facility is the first gas punped out by
vol unetric neasurenent. These underground pressure vessels are
former gas production facilities and |eases that nay already
have recoverable gas in them but that gas would be used as the
cushion gas or the spring to push the injected gas back out. It
woul d be considered production if nore gas is taken out than is
put in, and taxes would then have to be paid.

1: 31: 51 PM

REPRESENTATI VE HAVWKER poi nted out that just the ability to store
gas is not enough to solve the inpending problem More gas is
needed as well. Therefore, HB 280 would encourage additiona
exploration through provisions that nmake Cook Inlet investnent
nore attractive to both new producers and existing stakehol ders
in the inlet. Current production is out of five mjor gas
domes, but now it is at the point of where the geol ogy anmounts
to chasing snmall bubbles of gas in a three-dinmensional space
The bill would encourage new exploration by expanding sone
access to existing tax credits through the <crossing of
[imtation borders and mnimally enhancing sone of those
credits. He enphasized that in HB 280 these issues are
addressed only for the Cook Inlet; other bills are currently in
the legislature that would apply the sane provisions to the
entire state. He said he did not want to touch the North Sl ope
in this regard because it is too sensitive of an issue; he is
looking to build legislative alignment and support for the
i medi ate i ssues within the Cook Inlet.

1:34:27 PM

REPRESENTATI VE HAWKER concl uded by stating that HB 280 is a very
sinple bill that would provide gas to keep on the lights and
heat during cold winter days in Anchorage. The bill would also

protect consunmers by mtigating the inevitable cost increases
resulting from the devel opnent of storage facilities. The bi l

woul d answer a current unknown by inposing regulation on the
enmergi ng energy storage industry. Further, HB 280 woul d provide
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operating clarity for the developers of the energing energy
storage industry so they clearly know the difference between gas
st orage and gas producti on.

1: 36: 01 PM

CO CHAI R NEUMAN inquired whether any work is ongoing to renew
the "N kiski export facility". He surmsed a storage facility
woul d benefit this export facility.

REPRESENTATI VE HAWKER replied that through this point in tine,
the ability to export Cook Inlet gas is exactly what has nmade
the Cook Inlet gas econony and process work. He expl ai ned that
gas wells operate best by keeping production at a fairly stable
| evel . However, consumer demand is not stable and varies
radically between the colder wi nter days and warnmer summer days,
and on those |ow demand days sonething nust be done with the
surplus gas. Since the m d-1960s, the export facility has taken

that surplus on |ow demand days and exported it. Li kew se,
there was a tinme when production l|levels were so high that the
surplus was also taken by the "Agrium plant”. Cl osure of the

Agrium plant was the first casualty of Cook Inlet's declining
gas production. There is now risk that the export facility wll
be lost through not being re-licensed for export. I f that
occurred today, it would force underproduction of the existing
wells and there would not be enough gas produced to neet
consuner demand on w nter days. He noted that tinme is draw ng
short to protect the people of Southcentral Al aska because the
current export license expires on March 31, 2011

1: 40: 20 PM

REPRESENTATI VE SEATON observed that the reason for the tax
credit is to keep consuner prices |ow However, producers have
stated over the past that the price is so |low the value is not
there to engage in exploration and developnent in the Cook
I nl et. He asked whether trying to keep consumer prices |ow
defeats the initiative for exploration and devel opnent.

REPRESENTATI VE HAVWKER answered there are two issues. The issue
of storage is the mission-critical conponent of ensuring there
is enough gas available for delivery on peak-demand days. The
bill would require that every penny of the investnent tax credit
for storage capacity devel opnment be passed on to the consuner,
and this provision is why HB 280 is a bill to mnimze
consuners' exposure to the necessarily increasing costs. In
exchange for this benefit to consunmers, the bill would provide
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regul atory certainty on how to operate storage that does not
currently exist, as regul atory uncertainty is i mpedi ng
devel opment of storage. Encouragi ng exploration and production
of the stratigraphic gas traps in Cook Inlet is an entirely
separate matter than the consuner-oriented storage facilities.
He reiterated that both storage and exploration need to be
encouraged. The State of Alaska currently requires anortization
of exploration incentive credits over a period of tw years; HB
280 woul d drop that to one year, which would inprove a conpany's
cash flow and nmake Al aska nore conpetitive with the rest of the
wor | d.

1:44: 34 PM

REPRESENTATI VE SEATON inquired whether HB 280 would allow a
producer to use its Cook Inlet credits to offset its North Sl ope
production instead of having to reinvest in Cook Inlet. He
noted that when production taxes were designed they were
specifically set apart because the Cook Inlet tax regine is so
different at basically no tax.

REPRESENTATI VE HAWKER, to provide an understanding of the
guestion asked, explained that when production taxes were
changed on a statewide basis in previous |egislative sessions,
the Cook Inlet was ring-fenced and allowed to operate under the
rules of the previous economic limt factor (ELF) rather than
going to the profit-sharing taxes. This kept the production
taxes in Cook Inlet from going up. Beneficial credits were
added for exploration and devel opnent in the profit-sharing tax
bills. It was recognized that a conpany operating in both the
Cook Inlet and other parts of the state could take an investnent
credit based in Cook Inlet, where its taxes were |ower already,
and file a single tax return on a statewide basis that used
those credits to offset higher taxes in the other regions. For
purposes of utilizing tax credits, the original bill said that a
conpany generating a tax credit in the Cook Inlet nust first
figure out what its taxes would have been in the Cook Inlet
wi thout the ring-fencing under ELF and then discount its tax
credit by the anmount it would have had to use to offset the
differential between the production tax under the profit-sharing
nmet hod and the | ower taxes in the Cook Inlet.

1:47: 01 PM
REPRESENTATI VE HAWKER said his own take is that production needs

to be encouraged all across the state; however, in Cook Inlet it
is critical that production be increased. \Wile he appreciates
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the argunent that conpanies are not paying as nuch tax in Cook
Inlet and so should not be allowed to utilize the credits, that
is telling people not to bother with the Cook Inlet and to
instead invest where there are higher tax credits. He said he
t hi nks that may have had unintended detrinental consequences in
di scouraging investnment in the Cook Inlet. The single thing
nost needed from investnment in the state is additiona
exploration and production. He said he therefore thinks it is
appropriate to bring forward a change and a conprom se of the
l[imtation that was provided for in the earlier |egislation.

1:49: 05 PM

REPRESENTATI VE HAWKER, in response to Representative Quttenberg,
expl ai ned that HB 280 contains a tax recovery provision, neaning
that if a credit is received for starting a gas storage facility
and then that facility ceases operation, the state will receive
the credit back from the operator. The notice provision in HB
280 neans the operator has the affirmative responsibility to
tell the state if it ceases to conply with that requirenent and
that it triggers recapture of the credit the operator has been
gi ven. So, the notice requirenment nmeans an operator cannot
suddenly stop operations and hope the state does not catch it.

1:51: 35 PM

REPRESENTATI VE GUTTENBERG asked what woul d happen if an operator
failed to neet the bill's requirement to cycle [100 mllion
cubic feet of gas per year] for reasons beyond the operator's
control

REPRESENTATI VE HAWKER deferred to Larry Persily.

LARRY PERSILY, Staff, Representative M ke Hawker, Alaska State
Legi sl ature, responded that the sponsors tried to set a limt by
requiring that a facility be in operation in return for
receiving the incentives and certainty provided by HB 280. The
sponsors did not want to take the chance that soneone could take
an old depleted reservoir with a well, claim storage, take a
credit, and then not do nuch with it. The 100 mllion cubic
feet is an arbitrary nunber and a pretty |low threshold, given
that a couple of existing storage operations proprietary right

now in Cook Inlet have capacity for 1 billion or 5-6 billion
cubic feet. He therefore cannot conceive that someone coul d say
the reason for not operating is because of a warm w nter. The

sponsors tried to pick a nunber that is reasonable but not so
high that ceased operations would be declared when they really
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have not. Shoul d an operation cease, the state would pro-rate
and take back the credit.

1:53: 52 PM

REPRESENTATI VE HAVWKER al | owed that Representative Guttenberg may
have brought up a point that is not actually addressed by the

bill, which is the possibility of sonething |like a natural event
that is beyond the control of the owner/operator of the storage
facility. The bill, as witten, may not provide a safety valve

that would allow the comm ssioner to overl ook a violation of the
statute. He said that is sonething to take a | ook at.

REPRESENTATI VE GUTTENBERG suggested this could be put into the
regul ati ons because HB 280 gives the director a | ot of |eeway.

1: 54: 47 PM

REPRESENTATI VE GUTTENBERG requested Representative Hawker to
expand on the provisions of Section 20, Version C

REPRESENTATI VE HAWKER replied many folks would argue that Cook
Inlet is over-regulated and that the Regulatory Conm ssion of
Al aska has made decisions that were not of benefit to the
community and may have exacerbated the problens. As a result of
having no cl ear guidance, the RCA did not approve some contracts
for long-term gas supply, and had those contracts been approved,
i ndustry would be scranbling hard today to bring gas up. The
sponsors of HB 280 are trying to include sone tooth that says
the regulatory authorities should be encouraged to approve |ong-
term supply contracts wthout trying to set any enpirical
measure by which to tell them to do it. For exanple, M.
Pickett of the RCA has pointed out that there is nothing telling
the RCA that it nust consider what would happen if it does not
approve a contract. Section 20 and Section 5, Version C, add
this new philosophic guidance that the RCA nust consider the
consequences of saying no.

1: 58: 37 PM

REPRESENTATI VE TUCK understood HB 280 has two parts: one that
woul d pave the way for third party storage and the other to
incentivize exploration in the Cook Inlet region. He inquired
whether there is the potential that third party storage nmay not
be necessary should HB 280 be passed and exploration is
incentivized, but the LNG export license is not renewed.
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REPRESENTATI VE HAWKER answered there is unanimbus concurrence
anong the stakeholders in the inlet that storage is an absol ute
necessity, even if LNG export stops. Gas wll still be needed
to neet those peak requirenents and to do that there needs to be
i ncreased capacity to pull gas out of the ground, which takes
st or age. |f the export facility continues to operate, a buffer
of gas storage will still be needed for those days of excess gas
production and days of insufficient gas production.

2:00:43 PM

CO CHAIR JOHNSON held over HB 280. He noted that this is a key
issue for his community, so the committee will be returning to
the bill as quickly as possible.

HB 306- STATE ENERGY POLI CY

2:01:41 PM

CO CHAI R JOHNSON announced that the next order of business is
HOUSE BILL NO. 306, "An Act declaring a state energy policy."
[ Before the commttee was CSHB 306( ENE) . ]

2:03:25 PM

REPRESENTATI VE EDGVON noted that he and Representative Ml lett
provided the history behind HB 306 on [3/8/10] and today's
presentation will provide details of the bill itself.

REPRESENTATI VE CHARISSE M LLETT, Alaska State Legislature,
pointed out that the policy was drafted by both the resource
devel opnment/consunmer side and the conservation/environnmental
si de.

2:04: 44 PM

CHRI S ROSE, Executive Director, Renewable Energy Al aska Project
(REAP), began his PowerPoint presentation by noting that he was
one of 15 stakeholders working with the House Special Conmttee
on Energy from July through Decenber 2009 to develop this state

energy policy. To show the diversity of the people working on
this issue, he listed the other nmenbers of the Stakehol der
Advi sory Panel [slide 2]: Gwen  Hol dman, Al aska Center for
Energy & Power; Robert Venables, Southeast Conference; Scott
Goldsmth, Institute of Social and Economc Research (ISER);
Jason Brune, Resource Devel opnent Council, John Davies, Al aska

Cold dimate Housing Research Center; Ralph Andersen, Bristol
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Bay Native  Association; Bill Popp, Anchor age Econom ¢
Devel opnent  Corporation (AEDC); Bob Paw owski and Denali
Dani el s, Denali Conm ssion; Caitlin Higgins, Al aska Conservation
Al liance; Stacy Shubert, Minicipality of Anchorage; Marilyn
Lel and, Al aska Power Authority; Meera Kohler, Al aska Village
El ectric Cooperative; Ron MIller, Energy Consultant; [and Kathy
Wasser man, Al aska Mini ci pal League (AMA)].

2: 06: 24 PM

MR. ROSE pointed out that npbst states have an energy policy, but
Al aska does not [slide 3]. An energy policy is inportant for
setting guidelines and sidebars on what goals Alaska wants to
have for energy. The policy, as witten, starts out wth
| egislative intent |anguage which is essentially five of the
goals that the group decided, by consensus, could be included.
The goals would be up to the legislature to pronulgate. A part
of the goals is recognizing that Al aska must first have a policy
that sets a long-term vision to address its energy needs. The
bill is also an attenpt to align that policy wth all the
different wunits of governnent so that all of the units of
governnent in the State of Alaska are working toward the sanme
end. After the goals are set wup, plans and projects can be
i npl enented to reach those goals.

MR. ROSE enphasi zed the hierarchy of what the stakehol der group
saw as inportant [slide 4]. First is to establish an energy
policy, second is to develop the strategic goals, third is to
create the plan to achieve the goals, and fourth is to inplenent

the projects. He noted there are currently a nunber of
organi zations and regions in the state that are all crafting
energy pl ans. However, that planning is without the benefit of

a statewde vision and HB 306 is the attenpt to provide that
statew de vision for everyone to work toward.

2:08: 09 PM

MR ROSE said the guiding principle of the process the
St akehol der Advi sory Panel worked on was that energy is the
i feblood of any econony - without energy security there is no
econom ¢ security [slide 5]. The stakehol der group wanted to
tal k about energy as it applied to residential, comrercial, and
i ndustrial users. Whet her this should apply beyond electricity
and heat to include transportation was discussed, and
transportation is something the |legislature nmay decide to
i ncl ude. The group also wanted a statenment in the policy that
anticipates what the group believes wll be future reality.
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Some of that reality is that fossil fuel prices will continue to
trend upward due to supply and demand and because there nmay be
sonme kind of carbon regulation that will nake it nore expensive
to use fossil fuels in the future. The group wanted to ensure
this is taken into consideration as energy decisions are nmade
and the state noves forward.

MR. ROSE explained the starting point of this statew de policy
was an energy policy that was put together by the Tri-Borough
Comm ssion, a comm ssion established a few years ago by the
mayors of the Kenai Peninsula and Matanuska- Susitna boroughs and
the Municipality of Anchorage [slide 6]. M. Popp of AEDC
staffed that effort for which the strategy included devel oping a
policy first, and which is the sane thing that is being said now
for the state policy. When the effort with the House Speci al
Commttee on Energy was started |ast summer, the decision was
made to not reinvent the wheel and to use elenents of the Tri-
Bor ough Conmmi ssion energy policy as the starting point.

2:10: 58 PM

MR. ROSE stated that the fundanmentals of the policy in HB 306
pages 2-3, Section 44.99.115 are to institute a conprehensive
and coordi nated approach of supporting energy efficiency and
conservation [slide 7]. Everybody in the group agreed that
investment in energy efficiency nmust happen first because it is
al ways cheaper to save a unit of energy than to generate it
This investnent would save the econony noney and re-circul ate
those dollars in the state's econony rather than exporting them
to purchase fuels.

MR ROSE said the second fundanmental of the policy is to
encourage econom ¢ devel opnment by pronoting the devel opnent of
both renewabl e and nonrenewabl e energy resources. One of the
goals in the legislative intent |anguage is that Al aska renains
a leader in petroleum and natural gas production, as well as to
become a leader in renewable energy devel opnent. Anot her
fundanmental is to support energy research, education, and
wor kf orce devel opment, which are itens addressed in HB 305 and
SB 220, t he House and Senate energy ommi bus bills.
Additionally, those bills would create an energing energy

t echnol ogy fund. The last fundanmental of the policy is to
support coordination of governnmental functions. Right now there
are governnent al functions on energy in many different

departnments around the state, but there is not necessarily any
coordi nati on on those.
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2:12:40 PM

MR. ROSE summari zed that this diverse group of stakehol ders, by
consensus, agreed Al aska must have energy policy first, then
have goals, plans, and projects in that descending order to get

to where it is going [slide 8]. To provide an idea of how the
consensus process worked, he explained that at one point the
bill was about seven pages |ong because each stakehol der wanted
to include his or her group's pet goal. However, a decision was

made to tighten things up by agreeing on only a few goals that
woul d be sent to the legislature for passage and use as a vision
to coordinate the goals that the |egislature m ght consider nost
i mportant.

2:14: 08 PM

REPRESENTATIVE M LLETT pointed out that this wuld be a
statewide policy and the House Special Conmittee on Energy
tasked the stakeholders group to meke a policy that would
overarch the entire state and apply to both rural and urban
residents. It required a |ot of conprom se between stakehol ders
that have parallel lines, but nuch different philosophies on
energy, to come up with a policy that serves a purpose in every
corner of the state. She noted that the stakehol der group had
| ong debates about many of the topics that are in the anmendnents
she is aware wil|l be proposed.

2:15: 31 PM

REPRESENTATI VE SEATON inquired whether the pronotion of energy
efficiency for transportation was intentionally omtted fromthe
bill.

REPRESENTATI VE M LLETT responded yes, because one comunity's
version of transportation nmay be nuch different than another's.
For exanple, bicycles and public bus systens may be appropriate
forms of transportation in Anchorage, but not in Dillingham or
Al eganek. The group had a |ong discussion about there being no
such thing as energy efficient airplanes and nobst of the
transportation in rural Alaska is by airplane. The stakehol ders
wanted to be aware of the fundanental differences between rura
and urban when it conmes to transportation, and they were
passi onate about ensuring nothing be put in state policy that
woul d negate a conmunity or be unattainable by a community.

2:18:49 PM
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REPRESENTATI VE EDGVON added that it can be seen from | ooking at
the policy that the mmjor thenmes are conservation, efficiency,
econom ¢ devel opnent, education, and training. During conmttee
di scussions wth the stakeholder group, it was felt that
transportation mght better serve as a subset of those mgjor
themes that would go into statute. There were a nunber of other
itens that could have also been included in the policy to
provide nore detail, and at one point this two-and-a-half-page
bill ballooned to seven pages. It was felt that decisions
needed to be made to nmake the bill short and concise wth
appropriate enphasis. The stakeholder group decided that
transportation, and the unfunded mandate that mght be carried
with it, would be better served by the strategic work products
that will follow once the policy is put in place.

2:20: 20 PM

REPRESENTATI VE SEATON comented that, on an energy policy basis,
it seenms a large chunk of policy is being left out by omtting
transportation.

CO CHAI R JOHNSON encouraged Representatives Edgnon and Ml ett
to continue working on transportation issues.

2:22: 03 PM

REPRESENTATI VE TUCK related that the House Special Committee on
Energy discussed not wanting to strap the state and ensuring
that the overall energy policy is a fit for all communities. A
big part of conservation, efficiency, and econom c devel opnment
is infrastructure, whether that is power, gas, or transportation

i nfrastructure. He said he is a proponent of electronmagnetic
trains as one of the best ways of conserving and protecting the
envi ronnent . He asked whether Representatives Edgnon and

MIllett see how potential transportation systens could be a part
of building conservation, efficiency, and econom c devel opnent
in communities by having sonme fit-for-all direction to work
towards, but not necessarily policy plans that would be
i npl emented now. For exanple, building efficiency is included
as an overall statenent of goal, but it is not defined.

2:24: 05 PM
REPRESENTATIVE EDGMON replied this is a policy call that
commttee nenbers will likely want to consider as there is an

anendnent that speaks to this sonewhat. He directed attention
to page 2, lines 29-31, which state, "working to identify and
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assist with developnment of the npbst cost-effective, long-term

sources of energy for each comunity statew de". He said his
recol l ection of st akehol der  di scussion about including a
transportation elenent in the policy is that there is room in
this | anguage  for any community to develop its own
transportation policy or plan. There was great concern that by
putting it 1into the overall policy, some of the snmaller
communi ties could be disenfranchi sed. It is a policy call, and

he and Representative MIllett are sinply reporting to nenbers
what the very diverse stakehol der group canme up with

2:25:50 PM

CO- CHAIR NEUVAN, in regard to the goals listed on page 1, lines
5-15, inquired whether action itens with dates for reaching
t hose goals were devel oped to act as neasuring sticks.

REPRESENTATI VE M LLETT answered that that is exactly what was
done. The group started out with these goals in the |egislative
intent; Al aska has already reached 24 percent of its electric
generation from the renewabl e energy source of hydropower, so it
has 26 percent to go. The House Special Commttee on Energy
debated whether to raise that renewable energy goal from 50
percent to 75 percent; however, she said she was confortable
with the goal of 50 percent, knowing that it was attainable.
When applying for grants or loans from the state, these goals
et folks know that this is a priority.

2:27:48 PM

CO CHAIR JOHNSON noted that under federal guidelines hydropower
is not considered renewable. He asked whether hydropower is
consi dered renewabl e by the State of Al aska.

REPRESENTATI VE M LLETT responded that hydropower is defined as
renewable on page 2, line 22, as are hydrokinetic and tidal.
The intent is to go around the federal governnent and continue
consi dering hydropower as renewabl e energy.

REPRESENTATI VE TUCK, in response to Co-Chair Johnson, pointed
out that nuclear energy is included under efficient devel opnent
of nonrenewabl e resources on page 2, |ines 26-28.

REPRESENTATI VE M LLETT added that nuclear energy was a point of
contention wth the stakehol der group, as was coal. She said
she nmust gi ve t he conservation comunity credit for
understanding that nuclear is a possibility and that coal is a
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necessary resource for serving as a bridge while Al aska noves
forward to renewabl e and alternative energy sources.

CO CHAI R JOHNSON offered his belief that nuclear energy may be a
viable alternative in the not-too-distant future.

2:30: 00 PM

REPRESENTATI VE GUTTENBERG observed that however a person feels
about nuclear, it is appropriate for nuclear to be in the
docunent as something to be considered under this broad policy.

CO- CHAIR JOHNSON said he is a supporter of each conmunity being
able to determne on its own what it wants.

REPRESENTATI VE SEATON noted that his district includes the only
nucl ear-free city in Alaska and the only city that is currently
wor ki ng on a nuclear plant, those cities being Honer and Seward,
respectively.

REPRESENTATI VE GUTTENBERG pointed out his district has the only
non-city that is a nuclear-free zone and there was once a plan
to put a nuclear plant there.

2:31: 57 PM

REPRESENTATI VE SEATON asked where the sponsors think it would be
nost appropriate to insert sonething about encouraging energy
efficiency for transportation.

REPRESENTATI VE M LLETT replied that transportation needs are
i ncl uded under the declaration of state energy policy on page 2.
Lines 4-5 talk about taking a broad approach to transportation

needs, but it is not specified in the body of the bill exactly
what that nmeans. She said she thinks the transportation portion
is covered, and the bill was put together with the idea that

transportation is included. She added that it is Representative
Seaton's call on the policy, but she wanted to point out that
the bill already addresses the transportation question in the
decl arati on.

2:33:53 PM
REPRESENTATI VE EDGMON, in further response to Representative

Seaton, said it seens to himthe nost appropriate |ocation for a
transportati on anendnent woul d be sonmewhere in Section 2 on page
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2, should the conmttee decide to put transportation into the
policy.

CO- CHAIR JOHNSON offered his opinion that the intent |anguage
m ght be a nore appropriate |ocation than the statute itself.

2:36:35 PM

REPRESENTATI VE GUTTENBERG nobved to adopt Anendnent 1, | abeled
26-LS1049\T.1, Kane, 2/18/ 10, and witten as follows [origina
punctuati on provided]:

Page 3, following line 2:
I nsert a new subparagraph to read:

"(E) maki ng avai l abl e to af fected
communities residential solid fuel burning device
change out prograns that nmeet Environnental Protection
Agency enission requirenents and inplenent energy
efficiency standards that conserve the use of the
state's tinber resources used in space heating;"

CO- CHAI R JOHNSON obj ect ed.

REPRESENTATI VE GUTTENBERG expl ai ned that his intention is not to
per suade nenbers to adopt the anendnent, but to persuade nenbers
to do larger things. He said his community clearly needs to
address emi ssion standards through the nore efficient burning of
solid wood. He withdrew Anmendnent 1 in the spirit of the work
done by the House Special Conmttee on Energy to remain focused
on overall state energy policy, even though it would be nore
efficient for his comunity to have Anendnent 1 in policy now.
| f nmenbers keep adding things on to this policy it would |ikely
not survive by sheer weight.

CO CHAIR NEUMAN pointed out that wood pellet stoves are very
efficient and pellets could be shipped to Wstern Al aska where
fuel costs are very high

REPRESENTATI VE GUTTENBERG said his point is that Amendnent 1 is
a specific programas conpared with an overall energy policy.

2:39: 03 PM
REPRESENTATI VE TUCK noved to adopt Amendnent 2, |abeled 26-

LS1049\T. 3, Kane, 3/5/10, and witten as follows [original
punct uation provided]:
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Page 2, line 16:
Del ete the second occurrence of

and

Page 2, line 20, following "efficiency;":
I nsert "and
(D) encouragi ng and enpowering conmunities
to adopt comunity-appropriate neasures to reduce
notor vehicle fuel use and other energy use, including
measures encouraging the use of public transportation,
if appropriate for the community;"

CO- CHAI R JOHNSON obj ect ed for discussion purposes.
2:39:39 PM

REPRESENTATI VE TUCK explained the House Special Conmttee on
Energy discussed an anmendnent that would have assisted
cormunities in developing public transportation options.
However, the conmttee did not want the state to play such an
in-depth role in communities and was unsure of the definition of
assi sting. In taking this amendnent back for a re-draft, he
wanted to ensure it nmet the criteria under the declaration of
state energy policy. He further noted that Amendnent 2 is not
j ust about transportation wthin a conmunity, but al so
transportation that would link comunities in the nost energy
ef ficient ways.

2:43: 30 PM

REPRESENTATI VE EDGMON said he supports the intent of the
amendnent, but it gives him pause because the diverse group of
stakehol ders felt it would be better to address this after the
policy's adoption. The word enpowering on line 6 carries nore
connotation than what the policy itself would want to carry, the
amendnment has nore detail than the stakehol ders envisioned for
HB 306, and each comunity already has ability to adopt vehicle
em ssion ordi nances. The stakeholder group put a lot of effort
into winnowing the policy dowmn to a generic energy policy that
addresses all the conmponents of a resource devel opnent state.

CO CHAI R JOHNSON rmai nt ai ned his objection to Arendnent 2.
2:45: 52 PM
REPRESENTATI VE TUCK noved Anendnent 1 to Anendnent 2 as foll ows:

Li ne 6:
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Del ete "and enpoweri ng"

Line 8, follow ng "energy":
| nsert "transportation”

Li nes 8-9:

Del ete "including neasures encouraging the use of
public transportation, i f appropriate for t he
comuni ty"

Thus, lines 6-9 of Arendment 2 woul d read:

(D) encouraging conmunities to adopt conmmunity-
appropriate neasures to reduce notor vehicle fuel use
and ot her energy transportation use;

CO CHAI R JOHNSON obj ected for di scussion purposes.
2:48: 25 PM

REPRESENTATI VE SEATON i nquired what "other energy transportation
use" neans.

REPRESENTATI VE TUCK responded he wants the focus to specifically
be on energy transportation uses and not all the energy uses
that are out there.

REPRESENTATI VE GUTTENBERG said he would recognize an anendnent
that adds sonething that cannot be read into the policy. The
amendnent is unnecessary because this can already be read inside
the policy as currently witten.

2:50: 06 PM

REPRESENTATI VE KAWASAKI asked whether public transportation is
i ncl uded under "other energy transportation use".

REPRESENTATI VE TUCK answer ed yes.

REPRESENTATI VE OLSON commented that Anendnent 2 would give one
of the stakehol ders another bite at the apple, so it would then
be necessary to open it up to everyone. He will therefore vote
no on the anendnment even though he is not opposed to the intent.

CO CHAI R JOHNSON i nqui red whet her Anendnent 2 was brought up in
t he House Special Committee on Energy.
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REPRESENTATI VE M LLETT responded yes. Wil e she understood the
maker's intent, she said it is covered in the broad policy and
is a second bite at the apple.

CO CHAI R JOHNSON nmmi nt ai ned hi s objection.

REPRESENTATI VE TUCK withdrew Anmendnment 2 and offered his
appreciation for the hard work of the stakehol ders.

2:52:17 PM

REPRESENTATI VE SEATON noved Conceptual Anendnent 3, witten as
follows [original punctuation provided]:

Page 2, line 27 nove reference to "coal"
to
Page 2, line 28 after "nuclear energy," insert "and

coal if utilized with carbon capture technol ogy, "
Thus, page 2, lines 26-28, of CSHB 306(ENE) woul d read:

(B) pronoting the developnent, transport, and
efficient use of nonrenewabl e energy resources,
i ncluding natural gas, oil, gas hydrates, heavy oil,
and nuclear energy, and coal if wutilized with carbon
capture technology, for wuse by Al askans and for
export;

CO CHAI R JOHNSON obj ected for di scussion purposes.

2:53: 47 PM

REPRESENTATI VE = SEATON, in response to Co-Chair Johnson,
expl ained that with carbon capture technol ogy the carbon dioxide
woul d be captured when the coal is burned. In further response,

he agreed that it is a formof carbon sequestration.

CO CHAIR NEUVAN offered his belief that Al aska has a 300-year
supply of coal and said he thinks the use of carbon capture
technol ogy is already covered under the current |anguage.

2:55:09 PM

REPRESENTATI VE P. W LSON pointed out that the word "coal" shoul d
be deleted fromline 27, not noved.
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REPRESENTATI VE SEATON said the intent is to nove the reference
to coal fromline 27 to |line 28. He added that the first "and"
on line 28 should be del et ed.

REPRESENTATI VE GUTTENBERG recal |l ed Representative Joule stating
that one of his communities has coal nearby and use of that coa
woul d be nore efficient and affordable than flying in diesel.

2:56: 53 PM

CO CHAI R JOHNSON mai ntai ned his objection, saying he fears that
putting carbon capture technology into statute could result in a
community being unable to use its coal even if that was the npst
ef ficient source of energy available to the comunity.

CO CHAI R NEUMAN obj ected to Conceptual Anmendnment 3 because much
work is being done at the Healy plant.

REPRESENTATI VE SEATON cont ended the anendnent is not restrictive
and is a policy that would encourage econom c devel opnment by
pronoting devel opnent. He said he does not think the export of
coal should be pronoted w thout using clean coal technology or
carbon capture technology. He clarified it is not his intent to
cl ose a generation facility.

A roll call vote was taken. Representatives Seaton, Edgnon, and
P. Wlson voted in favor of Concept ual Amendnent 3.
Representatives O son, Quttenberg, Kawasaki, Neuman, and Johnson
voted against it. Therefore, Conceptual Anmendnent 3 failed by a
vote of 3-5.

2:59: 51 PM

CO CHAIR JOHNSON noved to adopt Amendnent 4, witten as follows
[original punctuation provided]:

Page 2, line 12, follow ng "by"
Delete lines 13, 14

Renunber section accordingly
CO- CHAI R NEUVAN obj ected for di scussion purposes.
CO- CHAIR JOHNSON explained he does not want to codify the

creation and establishing of efficiency codes for new and
renovated residential, commercial, and public buildings because
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the codes mght cause problens, increase costs, and styme
devel opnent . He is not prepared to have the admnistration
devel op energy efficiency codes until further down the |ine.

3:01: 13 PM

REPRESENTATI VE P. WLSON supported the state having efficiency
codes because while living in Tok she saw houses that were just
bei ng thrown together. Gven the state is currently paying to
W nterize [existing] homes, there should be sone kind of a basis
for new construction so the state is not paying for sonething
that could have been done to begin wth. Therefore, she said
she would like to | eave this provision in the bill.

3:02: 33 PM

REPRESENTATI VE EDGMON agreed with Representative WI son. He
said this is a very inportant part of the overall policy, which
is reflected in omibus legislation that is mking its way
t hrough both the House and Senate. He pointed out that there
are over 1,000 public facility buildings in the state with each
agency wusing a different energy efficiency code for its
bui | di ngs. Energy efficiency is the best and quickest way to
reduce the consunption of energy. The |legislature has put
alnost $400 million into the weatherization program wth rmuch
of that designed to go after sub-standard private sector hones.

Under HB 296 the governor is proposing to use $18 mllion of
Alaska's $30 million in federal stimulus nonies to allow for
performance contracting for public facilities. Thus, including

efficiency codes in the energy policy is only appropriate.
3:04:12 PM
REPRESENTATI VE GUTTENBERG AHFC noted that the Al aska Housing

Fi nance Corporation (AHFC) already has codes for weatherization
and energy efficiencies and is going to great length to ensure

the noney is being used to neet certain standards. Banks want
codes so they know what they are |oaning on. So, in many ways
the state is already there. The bill does not say adopt codes,
it just says establish energy efficiency codes. If the state

does not establish codes for itself, sonmeone else mght, such as
an insurance agency requiring that certain building standards be
nmet before it will provide insurance. However, he added, codes
shoul d not apply to the cabin in the mddle of the woods.

3:06: 27 PM
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CO CHAI R NEUMAN supported Amendnent 4 for all the aforenentioned
reasons because he sees the word establishing as neaning it wll
beconme nmandated building code statew de. Many people need to
build their own honme because there are no contractors in their
area, codes would also increase the cost of construction.
Promoting the nost efficient way is hard to do because the nost
efficient fuel for a hone, such as natural gas, nay not be
available in all areas of the state. He said his biggest issue
is that this would nean state government 1is telling |ocal
governments and citizens what to do when it should instead be
encouraged at the local |evel.

The commttee took an at-ease from3:09 p.m to 3:10 p. m

The neeting was recessed at 3:10 p.m to a call of the chair.

6: 02: 03 PM

CO CHAIR JOHNSON called the neeting back to order at 6:02 p.m
Present at the call back to order were Representatives Seaton
P. WIlson, Edgnon, Tuck, and Johnson. Representatives d son,

GQuttenberg, Kawasaki, and Neuman arrived as the neeting was in
progress. Discussion resunmed on Arendnent 4.

6: 02: 39 PM

REPRESENTATI VE EDGMON noved to adopt Conceptual Amendnent 1 to
Amendnent 4 as follows: page 2, re-insert lines 13 and 14; line
13 replace "establishing® with "encouraging". Thus, page 2,

lines 13-14, woul d read:

(A) encouraging statew de energy efficiency codes
for new and renovated residential, commercial, and
publ i c buil di ngs;

REPRESENTATI VE EDGMON expl ained that encouraging would better
fit the intent of the overall policy statenent and would not be
a mandat e that requires sonething.

6: 05:25 PM

REPRESENTATI VE TUCK obj ect ed. He pointed out that the AHFC is
currently wusing the 1998 international building code, and
al t hough that code has been updated the AHFC is still using the
1998 version. Should the AHFC ever be challenged, he feared
that it would be required to use the revised international
codes, which is sonething the State of Alaska would not |like to
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do. It is inportant that Alaska have its own codes that neet
its needs rather than an international code. Al askans could use
the state's code as a guideline even if it is not inplenented.
He related that the [Cold dimate Housing Research Center] in
Fai rbanks is looking for the best nmethod of construction in
Al aska and | earning what does and does not work so the state can
have proper codes to neet its needs.

6: 07: 02 PM

REPRESENTATI VE EDGVON responded that establishing has a stronger
neaning to it and is a mandate that could nmean there will not be
enough support for the policy. Encour agi ng acconplishes the
sane result by providing basically the sanme direction in that
energy efficiency codes are conming Al aska's way, whether through
t he market pl ace, federal designation, or |enders.

REPRESENTATI VE M LLETT added that the word encouraging better
fits the docunent because the policy's recomendations were
drafted to be guidelines, not nmandates. She said she is
confortable wth the amendnent to the anendnent and in
continuing forward with the theme of the policy, which is
encouraging the state to do certain things and one is to adopt
sonme energy efficiency codes.

6: 09: 03 PM

REPRESENTATI VE GUTTENBERG poi nted out that regardless of which
word is used, no codes are being adopted by this bill. The AHFC
is already doing quite a bit of this and there are already codes
or guidelines. Wile encouraging is not quite as good to him as
establishing, it is acceptable and will work for getting the
policy through the |egislature.

REPRESENTATI VE TUCK wi thdrew his objection. He offered his
appreciation for Representative Quttenberg's comments and said
it will be up to local conmunities whether to adopt any codes

t hat are established.

There being no further objection, Conceptual Anendnment 1 to
Amendnent 4 was passed. There being no objection, Anendnent 4,
as anended, was passed.

6:11: 02 PM

CO CHAI R JOHNSON wi t hdrew Anendnent 5 without offering it.
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REPRESENTATI VE SEATON noved to adopt Conceptual Amendnent 6,
witten as follows [original punctuation provided]:

Page 3, line 3,
| nsert:

"(E) pronoti ng ener gy efficiency utilized for
transportation”

REPRESENTATI VE GUTTENBERG obj ect ed.

The commttee took an at-ease from6:11 p.m to 6:12 p. m
REPRESENTATI VE GUTTENBERG r enoved hi s objection.

CO CHAI R JOHNSON obj ect ed.

6:13:25 PM

REPRESENTATI VE SEATON expl ained that the energy policy outlines
what is wanted to take place throughout the state. Concept ua
Amendrment 6 would pronote econonmic devel opnent by pronoting
energy efficiency utilized for transportation and, as suggested
by Representatives Edgnon and MIlett, would be inserted under
Section 2 which pronotes econom ¢ devel oprent.

REPRESENTATI VE M LLETT stated the anmendnent is a good conprom se
for putting in transportation w thout mandating anything and she
does not think it would alienate any of the rural comunities.

REPRESENTATI VE EDGMON said he is fine with the amendnent and
noted it would acconplish what the earlier amendnent had wanted
to acconplish

CO- CHAIR JOHNSON renoved his objection. There being no further
obj ection, Conceptual Anendnent 6 was passed.

6:14:51 PM

CO- CHAIR NEUVAN noved to adopt Conceptual Anendnent 7 as
fol |l ows:

Page 1, line 15, after "renewabl e":
I nsert "and alternative"
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CO CHAI R NEUMAN expl ai ned he would like to include this |anguage
because alternative fuel sources can be created from nethane, a
clean fuel that would provide a great opportunity for Al aska.
The anendnment would tie in with the other parts of the policy,
such as page 2, line 26. He added that alternative energy would
al so provi de jobs.

6:17: 43 PM

CO CHAI R JOHNSON obj ected for discussion purposes. He inquired
whet her alternative is defined in the bill.

CO- CHAIR NEUVMAN stated that alternative energy can be gas-to-
liquids, coal-to-liquids, or biomass to |iquids. Al ternative
fuels are an evolving culture as far as what will be the fuels
of the future.

CO CHAI R JOHNSON understood, but said his question is whether
alternative is defined.

REPRESENTATI VE M LLETT said she believes alternative is defined
in the omibus bill, but she is unsure whether it is defined in
the policy bill. She offered her belief that alternative energy
is a defined termin statute so a definition my not be needed.

6:19:17 PM

REPRESENTATI VE TUCK stated that an inventory book published by
the Alaska Energy Authority includes nuclear as alternative
energy, and he therefore thinks alternative energy is anything
that is not defined under renewable and that is not currently
being utilized.

COCHAIR JOHNSON noted he is not opposed to including the
alternative |anguage, but he wants to be clear that at sone
point coal is not considered alternative. Additionally, he
wants to ensure that what the bill is trying to acconplish is
clearly defined.

REPRESENTATI VE SEATON recalled that a year or so ago the title
for the renewable energy fund was changed at the last mnute
from renewable to alternative, which would have neant that the
funds could have been spent on coal gasification. Thus, he
understands the point of needing clarity. However, this policy
deals with all the energies and the anmendnent would not nean
that alternative energy would be defined as renewable, thus he
does not have a problemw th the anendnent.
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CO- CHAI R JOHNSON agr eed.

6:21: 24 PM

REPRESENTATI VE TUCK pointed out that page 2, lines 22-25,
pronote the devel opnent of renewabl e energy resources, and page
2, lines 26-28, pronote the devel opnent of nonrenewabl e energy

resources. He agreed that "and alternative" would apply because
it would help to enphasize |ines 26-28.

CO- CHAI R JOHNSON renoved his objection

REPRESENTATI VE GUTTENBERG obj ect ed. He inquired whether this
amendnent would require that another section be added to the
bill to define what is renewabl e, nonrenewabl e, and alternative.

REPRESENTATIVE M LLETT said she t hi nks t hat i ncl udi ng
alternative is forward thinking. Wile it m ght be thought that
energy sources can be defined, new sources of energy nay cone up
that may not be defined; thus, alternative m ght provide a broad
enough scope. Wiile she thinks that gas-to-liquids would be
covered under fossil fuel and hydrates, she said she is not
opposed to alternative because every energy is enconpassed that
can be defined at this point in tine.

6: 24: 08 PM

CO CHAI R JOHNSON supported adding alternative. He noted that
fish waste is being changed into diesel, sonething that is not
technically covered in the bill; however, alternative would
bring that in.

REPRESENTATI VE TUCK added that alternative would cover all the
bases because Al aska's definition of renewable m ght not be the
federal government's definition, hydropower being one exanple.

6: 24: 50 PM

REPRESENTATI VE EDGVON agreed with adding the word alternative to
the intent section and suggested that it also be included in the

codi fied section. He noved Anmendnent 1 to Anendnent 7 as
foll ows:
Page 2, line 27, after "nonrenewabl e":

| nsert "and alternative"
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There being no objection, Arendrment 1 to Amendnent 7 was passed.
REPRESENTATI VE GUTTENBERG r enoved his objection to Arendnent 7.

There being no further objection, Amendnent 7, as anended, was
passed.

6: 26: 21 PM
CO- CHAI R JOHNSON opened public testinony.

CAITLIN H GA NS, Executive Director, Al aska Conservation
Al liance and Al aska Conservation Voters, supported HB 306 and
urged its passage on behalf of her organization's 40 mnmenber
gr oups. She thanked Representatives Edgnon and MIllett and
stated it was a pleasure to work as part of the stakehol ders
gr oup. She said HB 306 is a policy that creates the first step
in reaching a longer-term vision of the energy goals that the
state wants to achieve. The energy policy would put Al aska on
an economcally viable, sustainable, stable energy path that
supports energy efficiency first and forenost. Further, the
energy policy would support renewable energy devel opnment,
wor kforce training, and coordinating efforts anobng governnent
entities focused on energy. The Al aska Conservation Alliance
has identified energy efficiency as a priority issue for this
| egi sl ative session and supports the policy to encourage the
establishment of statewide energy efficiency codes, decrease
energy use in public buildings through efficiency, and educate
t he public about becom ng nore energy efficient. The bill sets
Al aska on a path to a cleaner, brighter, and nore economcally
stabl e future.

CO- CHAIR JOHNSON closed public testinony after ascertaining no
one else wished to testify.

6: 28:51 PM

REPRESENTATI VE TUCK thanked the House Special Committee on
Energy co-chairs for partnering with the stakehol ders and giving
all of themthe opportunity to weigh in and refine the bill. It
is a good piece of legislation with buy-in fromall parties and
is a great exanple of governnent bodies reaching out to the
public to cone up with policies that benefit both the people and
t he state.

CO- CHAIR JOHNSON al so recogni zed the hard work done by the co-
chairs of the House Special Conmittee on Energy. He related
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that the Cbama Administration stated in a neeting that natural
gas is the bridge to the future, although it mght take 100
years to cross that bridge to renewable energy. He said it wll
therefore be inportant to continue to develop fossil fuels in
the i mMmedi ate future.

6:31: 26 PM

REPRESENTATI VE EDGMON stated that HB 306 is a renmarkable piece
of legislation because it truly is the work of an ad-hoc group
of Al askans representing every sector of the energy industry and
advocacy.

COCHAIR JOHNSON said he is looking for the same type of
cooperation from the people and user groups that put the policy
together to help develop Al aska's fossil fuels.

REPRESENTATI VE EDGVON noved to report CSHB 306( ENE), as anended,
out of conmttee wth individual recommendations and the
acconpanying fiscal notes. There being no objection, CSHB
306(RES) was reported from the House Resources Standing
Comm ttee.

6: 32: 53 PM
ADJ OURNVENT

There being no further business before the commttee, the House
Resources Standing Commttee neeting was adjourned at 6:33 p. m
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