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ACTI ON NARRATI VE
Wor k Session: Conprehensive Energy Pl an

3:08: 56 PM

CHAIR LESIL MCGQU RE called the joint neeting of the Senate and
House Special Commttee on Energy to order at 3:08 p.m Senators
St edman, W el echowski, and McCGuire and Representatives Petersen,
Ranras, Edgnon, and MIllett were present at the call to order.

Al aska Center for Energy and Power

3:09: 36 PM

GAEN HOLDVANN, Director, Alaska Center for Energy and Power
(ACEP), Fairbanks, said ACEP is the applied-energy research arm
of the University of Alaska. There are many prograns in the
Uni versity researching energy issues in Alaska, and ACEP draws
on all of those resources and addresses the nobst pressing near-
term applied energy concerns for Alaska communities and
industries. It has projects all over the state and is active in
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smal |l and | arge-scal e renewabl e and non-renewabl e technol ogi es.
The three areas of focus are community energy solutions;
powering the econony; and the energy field of the future. ACEP
is partnering wth communities to address renewable and
alternative energy. ACEP is assessing geothermal, |arge scale
solutions Ilike Susitna and Chakachamma, and power for renpte
m nes. The energy field of the future is how Al aska can best
manage and develop oil resources for the long term including
heavy oil and nethane hydrates. ACEP is |ooking at what can be
done with the infrastructure once the oil fields are depl et ed.

3:12:14 PM

M5. HOLDMANN said Al aska needs to address its energy goals. Does
Alaska want to lower the cost of energy, stabilize the cost,
develop comunity and state self-sufficiency, boost |oca
econonmi es, create jobs, develop wealth, or reduce greenhouse gas
em ssions? “If your energy is free but you don’t have a job, is
that really a benefit to our residents?” Wat are Al aska's
priorities, and do sone goals conflict with one another? Making
smart investnments is inportant. Alaska has begun investing in
the renewable energy fund, and they should be prudent, smart
investnments that will result in projects that are around for the
long term Al aska should take calculated risks and be invested
in cutting-edge technology, but it should start with the |ow
hanging fruit. A balanced approach includes planning, projects,
and research. Pl anning nust be done at all |evels from conmunity
to statewide. There have been efforts at creating an Al aska
energy policy, “and | think that we're getting a lot closer to
really comng up with sone good objectives.”

3:14: 40 PM

M5. HOLDMANN said wthout projects, policy neans very little.
The Chena hot springs geothermal plant put Al aska on the map for
geot hermal power. She showed a photo of the first in-river
turbine ever installed in North America, and it is in Ruby,
Al aska. ACEP has spent resources on the Healy clean coal
project. Research is the third |eg of having a bal anced plan. It
can peer over the horizon to see what is needed for |ong-term

success. Efficiency is the best “bang for our buck.” *“However
where we are today is we're investing in projects, which have a
fairly substantial, often, capital cost investnent ... but we

al so see long-term benefits associated with those.” There is
interest in innovative, but costly, new technology in Al aska.
The goal of ACEP is to drive down the cost and risk of
i nnovations so they nmake econom c sense for Al aska.

3:17: 04 PM
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M5. HOLDMANN said one role of ACEP is to test equiprment to keep
things out of the field that may not work, saving the state a
ot of noney. ACEP is partnering with the Institute for Socia
and Economic Research (ISER) for assessing technical and
economc feasibility. ACEP also tests emssions. A unique
challenge for Alaska is the integration of projects wth
exi sting power systens. Alaska has small isolated grids, which
also occurs in the world but not so nmuch in the United States.
Al aska needs to take the lead in deploying renewables in snall
grids. Procurenment experinents are a favorite of the ACEP. Many
vendors cone by and the ACEP |ooks to see if they actually have
a product behind the sales pitch and if it neets their clains.
Her group also works wth viable manufacturers to inprove
products for use in Alaska. ACEP can be an inpartial agent on
behal f of Al aska comunities to nake sure investnents are wi se.
ACEP can also |everage resources. Every dollar can be I|everaged
into five dollars of federal funding, because the Departnent of
Energy typically requires 20 percent cost share per project.

3:19:46 PM

M5. HOLDMANN said these projects save noney in the long run.
Fuel cells have been tested by ACEP, but that technology isn’t
ready for Alaska. It my change. The big problem is that the
federal governnment is the customer for the research prograns at
the university. “If they are the custoner, we are doing research
that our customer is having us do.” So ACEP focuses on what the
federal governnent wants instead of state interests. ACEP has no
base funding; it was vetoed in last year's budget. So the state
is not spending any noney on research and devel opnent of energy;
Al aska ranks 46th in the country. North Dakota has the Energy
and Environnental Research Center -- a high-tech nonprofit
branch of the University of North Dakota. It operates as a
business within the university system so it does things simlar
to ACEP within a private business nodel with a goal of noving
the best technologies into the marketplace. The private sector
makes up 84 percent of its contracts. It has generated 14 spin-
of f companies. It has 290 scientists and engi neers, and nobst are
graduates from the University of North Dakota. They are people
that the state is able to retain because of the good high-paying
jobs. Additional job creation was $94 mllion. That program
receives no base funding fromthe state. It serves as a funding
source and generates noney to fund the university. But there was
significant state and federal noney put into developing the
program when it started about 20 years ago.

3:23:28 PM
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SENATOR W ELECHOWSKI asked if there was any noney put in the
budget for ACEP

M5. HOLDMANN sai d there was $500, 000 passed by the |egislature.
SENATOR W ELECHOWBKI asked why the governor vetoed it.

M5. HOLDMANN said she heard that the governor wanted to wait for
a conpleted energy plan. M. Holdmann provided the requests for
the capital budget for energy projects for fiscal year 2010. It
is a tight budget year, but funding for research and devel opnent
is a very inportant conponent. By putting it in the capital
budget, the legislature has the opportunity to not fund prograns
that aren’'t successful and to continue to fund prograns that
give a return on the noney. Another option is to create an
energi ng energy technol ogy devel opnment fund. She is not saying
that all the energy research should be done through the
university, but there is this existing program and it nakes
sense to fund it. It also nmakes sense to fund pilot projects in
technol ogies where Alaska can take a leading role and that
result in long-term jobs and econom c opportunities. The conpany
that put the in-river turbine in Ruby is considering opening a
facility in Alaska for building the turbines.

3:26: 02 PM

M5. HOLDMANN said a good state research and devel opment program
can attract investnent and reduce failures. That saves noney. It
can provide focus to energy initiatives. Rather than take a
scatter-shot approach, Al aska can do a good job at inplenenting
the projects that give a good bang for the buck. The program can
assist wth devel oping prudent policy and planning, and it can
create jobs. lceland is one nodel of a research and devel opnent
programthat created 100,000 jobs tied to the energy sector.

SENATOR MCGUI RE thanked her for doing all her work wthout a
budget and for being creative and finding other funding sources.

REPRESENTATI VE RAMRAS said he was a shareholder of GCeneral
Electric when it was $28 per share. It is now about $9. One
corporate rule for GCeneral Electric is not to buy a business
unless it can be nunber one or two in the sector. The conpany
wants to dom nate. He said he has seen sonme of the work done at
the university, including research on inportant nedical issues.
He has wondered why the university doesn’'t seek out those things
where it can domnate. Ms. Holdmann is one of the gens of the
Uni versity prograns. He asked about tidal and biomass fuels, and
suggested Al aska can be a first nover and best in a category.
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3:29: 35 PM

M5. HOLDMANN said Al aska has imrense resources, renewable and
nonrenewabl e. Biomass is an opportunity for nmuch of the state

but the technology for small-scale gasification has not been
econom c. Manufacturers are working with Al aska communities, and
if Alaska can find sonething that works and develop the
expertise, it can export it to a large part of the devel oping
worl d. Al aska has 90 percent of the tidal and wave resources.
“W can’t be waiting for soneone else to take the |eading role.
| f somebody is going to be devel oping these kinds of devices,
tidal and wave energy and in-river hydro, it’'s got to be done
here.” Al askans may not be inventing the turbines, but they wll
be working with the manufacturers, shepherding the technol ogy
ahead and having the expertise. Energy storage is inportant for
rural Alaska. It is a big deal to try and increase the capacity
of wind power on the grids. The turbines need to be performng
better and displacing nore diesel fuel than they are today. This
is of interest in the developing world and in the United States.
The grid systens were not designed for inconsistent power
generation sources like w nd. Energy storage can offset those
fluctuations and is a big part of research. She was at a
national lab last week and the lab was very interested in
solving Alaska's rural issues. If the nodels work on a small
scale, then they can work on a big scale in the Lower 48. New
transm ssion lines and smart grids are other opportunities here.

3:32:52 PM
SENATOR W ELECHOWNSKI said the programs need funding. The
| egi slature provided it, but the governor vetoed it.

REPRESENTATI VE RAMRAS said Chris Rose was |ooking for incubator
funds. There was a vigorous debate about 77 projects for $100
mllion into the comunities. What is the distinction between
the incubator funds and the $1 million for ACEP, and how woul d
that differ fromthe $100 mllion for the 77 projects? Redundant
fundi ng woul d be a reason for another veto.

3:34:31 PM

M5. HOLDMANN said the Alaska Energy Authority has a specific
mandate to work in commercial technology. Its mssionis to find
depl oyabl e energy solutions for today, but it doesn’t |ook at
pre-commercial technology. A good exanple would be the Chena
geot hermal power plant. It was the first installation |ike that
in the world. It was not proven technology. The state needs to
be prudently investing in those kinds of projects.
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CHAIR MCGU RE asked about alternative grants in the federal
sti mul us package.

M5. HOLDMANN said she thinks there are a lot of opportunities
and has been working with the Departnment of Energy. Mpney from
the state could be leveraged for those funds. Alaska already
| ost some opportunities in hydro-kinetic-tidal energy and
geothermal in the past for not having the matching dollars. But
there is a lot of funding out there. Sonme of the geothernal
budget is comng to Al aska, and she hopes other noney too.

3:37:49 PM

M5. HOLDVANN said she works directly with conmunities. The
Tanana Chiefs Conference represents 42 villages in rural Al aska,
and ACEP created a position jointly with them that will expand
the work with rural comunities to pick the technol ogies that
make the nost sense and find funding opportunities.

Institute of Social and Econom ¢ Research

G NNY FAY, Econom st, Institute of Social and Econom c Research
(ISER), Anchorage, said she has worked on energy policy in
Al aska for over 25 years. The average Al aska househol d spends 40
percent of their household budgets on space heating, 35 percent
on electricity, and 25 percent on transportation. In some parts
of Al aska people spend 70 percent on space heating. Al aska has
focused its energy policy on electric power generation and oil
and gas developnent. It would be good to broaden that out to
what really affects Al askans every day. A bystander would think
that Alaska's energy policy is to reduce the total cost of
energy, to distribute the resources fairly, and to |lower the
cost of energy in rural Al aska. She suggested devel oping a | ong-
term approach to energy rather than a reaction to oil prices at
the tinme. Wien oil prices go up, Al aska has nore noney, but al
househol ds and busi nesses suffer because of the cost of energy.
“So we scranble to try to lower their cost of energy and then we
go down the next cycle, oil prices go down; we abandon our quest
for energy efficiency and renewable energy because we can't
afford it anynore.”

3:42: 15 PM

M5. FAY suggested | ooking at 50 years from now. She provided the
committee with a paper on what could be considered in an energy
policy. It’s not conplete, but it has general recommendations
knowi ng that oil prices are going to be volatile. She suggested
establishing a long-termoil price forecast to use for budgeting
and as an assunption for renewable energy planning. There wll
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probably be “cap and trade” and carbon pricing in the future
Al aska should be proactive in where it wants to be, “and not
look at it that we're using renewable energy to replace fossil
fuels, think of it nore as we're investing in ways that we can
be able to export nore of our energy resources that we devel op
because we have our long term W’re nore self-sufficient, we
aren’t as dependent on consum ng so nuch of our oil, and we're
not so nmuch victinms of volatile prices, because we don’t really
have any control over them”

3:44: 06 PM

REPRESENTATI VE RAMRAS said a problem with export in Alaska is
the cost of noving things. “Cap and trade is a little bit like
synthetic gas for the air force. Their objective is 20 percent.”
The Air Force in Al aska could be at 100 percent, contributing to
the whole United States Air Force wthout having to export one
drop of synthetic gas. Is the sane thing true of any trade
material created in Al aska? “Could we create it and sell it to
the Lower 48, which is the whole nature of the cap and trade
exchange, w thout having to physically transport it?” That could
| evel the playing field.

3:45: 17 PM
M5. FAY said she is not an expert on cap and trade, but it is
her understanding that there will be a nmechanism for accounting.

It is simlar to what is done with Bradley Lake. “Not all those
neurons nake it to Fairbanks; it mght be consunmed in Honer, but
then you have agreenents on how you share those agreenents. So |
t hi nk they envision those kinds of things for cap and trade.”

REPRESENTATI VE RAMRAS said there 1is a trenendous export
opportunity to invest in tidal and others and then create an
exported commodity that doesn’t have to be put on a truck, boat,
or plane to actually export it. “I was hoping that you could be
nore explicit.”

3:46: 36 PM

M5. HOLDMANN said this is a different way to export energy.
Al aska doesn’'t have a grid that ties Alaska to the Lower 48, but
Al aska has an opportunity to create val ue-added products so “we
are essentially exporting our energy to other places in the
world.” This 1is especially true wth developing stranded
resources; “that would certainly give us sone fairly unique
opportunities to do that, especially when you take a |ook at
shi pping routes and where our resources are.” The state should
be looking at it very carefully in term of where it wants to
position itself. She sees it as a national security issue as
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well. “As we’'re exporting many of our high energy-intensive
industries off shore, that really <creates sone potential
concerns in terns of national security. And if we can be doing
sonme of that here in Alaska, that certainly is one way to export
our stranded resources.”

M5. FAY said one of Alaska s opportunities is its isolated
grids. Wile Alaska is solving problens for one community at a
time by developing integrated systens, Al askans should be
devel opi ng the expertise the sanme way they have with nodule oi

and gas developnent and oil spill technology. There are about
two billion people who live off the grid in the world, and
Al askans should be the exporters. The state's objective in
renewable energy is not always clear. Is the goal to

redistribute wealth or reduce the total amount of energy? It
woul d be helpful for everyone to know the state's objectives
goals, and policies. Sonmetinmes the nost efficient policy is not
the fairest.

3:49: 35 PM
REPRESENTATI VE RAMRAS said, “We mght try and find sonebody at
Citi bank or Bank of Anerica to talk about mcro lending.” It is

a new phenonenon around the world where $100 nmay be
insignificant for wus but people start businesses in snal

countries with it. It is now a comercial division of the
| argest banks. Ms. Fay told the commttee that there are two
billion people living in a world just like rural Alaska, and it

is an untapped potential for the state. He referred to the
Ket chi kan dry dock, which has the Ilicensing rights to the
intellectual property of Lockheed Martin and the ability to
replicate that effort. Alaska could use its villages with these
varying types of renewable energy and create all these
i ncubat or s, “and while we’'re solving problens of dollar
kilowatts and reducing them to 20 or 30 cents, if we |earned
about mcro lending and how that works, we really could
recogni ze this as an export comodity for the state of Al aska

that could be replicated where two billion people live.”

3:51: 20 PM

MS. FAY said, “As you devel op energy policy...at the end of the
day we are all better off in Al aska, but instead of having

outsiders cone and sell us things that mght not work, we take
it on to ourselves to nmke sure it wrks by testing it,
educating our students and people within our state to becone
experts.” Alaska wll solve its problens one village at a tine.
Every tine there is an oil spill in the world, someone from
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Al aska goes and hel ps. The silver lining of high energy costs is
bui l di ng an industry.

CHAIR MCGUI RE said there is a school in Seward training students
to work with wi nd/diesel turbines.

MS. FAY said Al aska should | ook at energy policy from the stand
point of electricity and space heating. Transportation is a
significant portion of household budgets. A policy should I ook
at “how we provide for transit and build communities and help
save famlies’ noney, and also just |ooking at how we build jobs
and our industrial sector to make them nore cost effective by
al so being nore efficient.”

3:53: 54 PM
Canbri dge Energy Research Associ ates

DAVI D HOBBS, Managing Director, Canbridge Energy Research
(CERA), Canbridge, Massachusetts, said noted that the strategic
debate about energy in Al aska has changed from maxi m zing val ue
from production into developing a long-term strategy to insure
sust ai nable energy for residents. No strategy ever survives its
first contact with reality. Alaskans need to fly to be able to
get anywhere. The reason there is confidence in the pilot is
that he or she has worked in a sinmulator and in a variety of

aircraft. Al aska's energy strategy needs to cone from
envisioning different results and practicing responses to those
situations so that when the unexpected happens, |ike a change in

oil prices, Al aska knows how to respond w thout |osing stride.

3:58:47 PM
MR. HOBBS said Al aska has the smarts to develop a strategy, but
outsiders can help Alaska learn from other people’s m stakes.
Al aska needs to be seen as islands that are separated by |and
instead of water. Al aska should |ook at how the Seychelles or
Hawaii has dealt with energy challenges, as well as places wth
cold environnments. He can discuss what the conponents of an
energy strategy are and what can be l|earned from others. The
nmost inportant goal is inspiring all Alaskans to share a vision
of where it wants to go. There are nany routes to arriving at
that destination. “If we can inspire a shared vision of that
destination then there’s a chance of achieving sonething that
probably no |egislature anywhere else in North America has
successful ly achi eved.”

4:00: 39 PM
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REPRESENTATI VE PETERSEN said setting a goal is the first thing
to do. Part of that would be commtting funding for projects to
reach the goal. Alaska has nade a commitnent to renewable
energy, so it has a start. The state needs to feel confident
that it is heading in the right direction.

MR HOBBS said it is easy to be daunted by the financial
chal I enge. Napol eon said his soldiers wuld be better off in the
shade, so he wanted to plant trees along routes. He was told the
trees would take forty years to grow. H's response was, “W
better start planting now.” Al aska needs that kind of |ong-term
commitment. Wth low oil prices it may look like a deep valley
to cross, but there is another side to the valley. Al aska needs
to know what it wll take to bridge that divide. The new teamin
Washington D.C. has a greater sense of strategic vision and a
determ nation not to fall pray to the prisoner’s dilenm.

4:03:31 PM

REPRESENTATI VE RAVRAS said conmttee nenbers are enthusiasts of
alternative energy. T. Boone Pickens believes the Mdwest can be
the Saudi Arabia of wind, but it can't happen w thout federa

subsidies. Alaska is taking a buckshot approach to energy
because its needs are so vast, as shown in the $100 mllion for
77 projects that nust be regionally balanced. It was difficult
to sort out a conpromise on that. The three people from CERA
each represent strategy, philosophy, or business. He asked what
a conprehensive energy plan will cost that is not bogged down by
politics. Wiat can CERA do for us? How does one string together
all these vast opportunities in Alaska and make it work? There
is alimtless energy potential. “How do we mnmake a business out
of it so that we can get it approved by Senator Stednman?”’

4:05:56 PM

MR, HOBBS said there are a variety of parts to the answer. He
has been asked by legislators if Alaska is unique. It is "as
uni que as every other unique place, and in all the sane ways.”
CERA is in the business of ruthless research of energy. He has
no illusions that when oil prices hit $150 per barrel, it nmay be
very good to invest in a particular type of renewable energy,
but at a low price the investnment |ooks terrible. Energy is
about heat, light, and notion. The firm was founded on telling
stories that allowed people to interpret the past and the
future. Energy doesn’'t produce jobs, but the energy is used to
create jobs. Everyone has their own vision, and sonetines they
forget that they are working in the sane direction, instead of
focusing on what divides them Any energy policy has to include
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sustai nable, reliable, and affordable energy. H's firm helps
devel op the consensus.

4:10:22 PM
CHAI R MCGUI RE asked for an exanple of past work.

MR. HOBBS said Libya had many of the challenges of Al aska. It

was an econony that was over dependent on oil and gas
production, and the absence of revenues that could support the
social progranms generated by oil and gas nmde the econony a

hol | ow vessel. Libya has a dearth of | eadership. Nobody dared to
put their head above the parapet and propose a course of action
unl ess they were sure the country’'s |leader would agree with it.

Hs firm started by devel oping | eadership anong a professiona

class that had been too frightened to display it. CERA equi pped
them with “how other people had dealt with those challenges.”
Hs firm helped Libya begin to develop a broader industrial

sector to generate econonic prosperity. “W needed to get them
to take a very level-headed view of what the future of oil and
gas revenues would be.” The firm didn't preach the future to
them but it developed three stories of the future. One story
was continuing globalization, especially wth demands from
devel oping nations, and what that would nean to keep up wth
energy demands and what that would nean in the ternms of the cost
and prices of energy. The second story had globalization
derailed. “W tal ked about a rapid rebalancing of the financia

i mbal ances triggered by the U'S. housing crisis coupled with an
increase in terrorist activity that undermned trust in global

trade, and that that would lead to an econonmic crisis in which
gromh for the long term would be nmuch slower, and we would see
a collapse in oil prices ... down below $20 per barrel.” |If
Libya s strategy relied on the first story, and the second story
cane to pass, “then you'd feel awfully silly and also probably
be in a desperately difficult place.”

4:13: 57 PM

MR. HOBBS said the third story for the future of Libya was a
supply shortage pushing oil to $150 per barrel, and how policy
makers would destroy the demand for oil and gas products by
investing in renewable energy and efficiency. As denmand for
fossil fuel decreased, “you would find the price collapse back
to a level at which everyone would say we don’t need renewabl es,
we don't need efficiency, we don’t need small cars, et cetera.”
Once his firmgot Libya to buy into those stories and understand
that they were all quite feasible, Libya was able to ask
t hensel ves, “How would this piece of the econony that we
understand nuch better than you, CERA, ever can understand
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because you' re not Libyan?” He knows CERA will never understand
Al aska as well as Alaskans, but it can provide the franmework
that forces Alaska to confront the hard truths of potential
futures and meke sure a policy wll be resilient to al
potential futures, rather than making a huge bet on one rather
t han the ot her.

4:15: 34 PM

REPRESENTATI VE RAMRAS asked the cost for an initial scoping and
nodel from CERA for a conprehensive program that would
revol utionize the energy backbone of Alaska. The state is
tal king about a $4 billion private gas pipeline and $100 mllion

for 77 different projects that will need $1 billion in conduit
funding in order to do them all. He doesn't know how many
nmegawatts will be created and how rmuch diesel will be displaced.
4:17:19 PM

MR. HOBBS said he cannot tell CERA's price now, but he can cone
back with the details. CERA's engagenents run from “a couple of

hundred thousand dollars to a couple mllion dollars.” CERA
sonetinmes facilitates workshops to give an entity a clear idea
of the direction it wants to go, and that may be all. That would

cost a “coupl e hundred thousand dollars.”

CHAIR MCGQUIRE said CERA was invited to discuss what would go
into crafting an energy policy, and it wasn't asked to be
prepared for terns of engagenent. She asked what tal ent CERA has
to offer to help Al aska devel op an energy policy.

MR. HOBBS said he will be happy to cone back with nore specific
terms. A tool CERA can bring is an understanding of different
types of fuel and technol ogy and the geographi es where they have
been applied. It wll work with Alaska's talent pool. Al aska has
| SER, universities, and research already being done. CERA can
hel p provide context to keep the discussion on the right track

CERA is at its best when bringing the research it has been doing
on the energy world for 25 years, and that helps facilitate the
policy debate. CERA can recommend a destination, but if it is
not Al aska’s solution, it won’t be as resilient.

4:21:36 PM
MR. HOBBS said the works starts with the realization that the
course people are on will not lead them where they want to go

There are diverse views that may be worked out with a conmon
under st andi ng of what actually is the market | andscape. CERA is
doing a lot of work on coal sands in Canada, and it has brought
together different entities. Just getting them to use a single
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vocabul ary to describe their problens has nade an inpact. The
next step is a structured dialogue on what can be achieved. As
an aside, people value electricity at a higher price than they
pay for it. People won’t give up electricity even at extrenely
hi gh prices. People may not agree with decisions that are taken
but they understand them

4:25: 35 PM
MR. HOBBS said Oman’s nmjor industrial activity was oil and gas
devel opnent. It had begun to devel op energy-intensive, value-

added industry only to find that the commtnents to export gas
exceeded its own donestic demand. Oman had to decide between
shutting down industry or reneging on export contracts. CERA
worked in California and found that after years of not building
new plants because of environnental objectives, the inevitable
consequences was that there wouldn't be enough power. India
found that by not paying international rates to build power
stations, the contractors decided not to build them India thus
ended up with an energy deficit. A key part of the process is
identifying the stakeholders whose opinions matter in formng
policy. The representatives of the oil conpanies were afraid to
tell |leadership what was going to happen because their jobs
depended on the version of the future they were told. CERA s
role was “to tell truth to power and nmake sure they understood
the consequences of the decisions they had taken.” CERA | ooked
at the entire energy spectrum including nuclear power and
burning coal in an oil-producing state. CERA |ooked at export
earnings and industrial earnings. The stakehol ders were engaged
t hroughout. The end result was that they |ooked at a variety of
options and |let them make the political decisions.

4:30:19 PM

REPRESENTATI VE RAMRAS said, “W’'re so hungry to do sonething and
we need sonebody to help us put together a conprehensive energy
plan, so desperately. W’'re going in so nmany different
directions and we’'re doing so with great enthusiasm but quite
clunsily.” He asked for a letter addressing his questions.

MR. HOBBS said econonmists will say a tax is the best answer, and
politicians prefer a cap and trade. The outcone will likely be a
cap and trade that |ooks like a tax. It will have “get-outs” at
the top end so it doesn’'t get too expensive, or credits can be
added to nmake the availability greater. The advantage is making

“energy far nore location agnostic.” If Al aska provides 100
percent synthetic fuel to the U S. Air Force in Alaska it counts
against its aggregate obligation, “so you effectively export

production w thout ever actually physically noving it anywhere”
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and without building a pipeline. Alaska can build the expertise
and export knowhow — “a way in which the |ogistical challenges
that you face here in Al aska can be overcone to a point at which
you can achi eve your econom c devel opnent objectives w thout as
much hardware as otherw se you'd require.”

4:34: 50 PM
The conmittee took a brief at-ease.

4:36:31 PM
Bl ack Lion Energae

DARRELL SM TH, Black Lion Energae and ING WMson City, |owa,
said he has worked for ING for 23 years. Tim Tonpkins invented

the system that wll be discussed today. M. Smth has seven
different degrees. Today the GCbama Administration has $634
billion in tax carbon credits in its budget. It will raise the
cost of fuel about 20 percent. Biofuel was specifically

menti oned. He asked what biofuels neant and the Departnent of
Energy sent him a letter that said: “W know for certain that
bi ofuel s is defined as energy derived from al gae.”

4:38:22 PM

MR SM TH said Black Lion Energae is the capital arm fornmed to
hel p fund Renewed Wrld Energies (RW), a South Carolina conpany
that produced the first known comrercially-econom c algae-to-
energy production facility. It developed a proprietary, fully-
automated al gae growi ng and harvesting system that produces two
mai n energy feedstock sources: algae oil, which can be burned
for fuel or converted into biodiesel, and algae cake, which is
processed into synthetic gas or converted to animal feed. It is
grown in an algae bioreactor, which is an incubation wunit
devel oped by Richard Arnmstrong and Tim Tonpkins. The two have
built $7 billion worth of pulp paper and energy for B.F.
Goodrich, Duke Power, G E. and others. Wy algae and why now?
Bi odi esel and coal are in big trouble. In rural Al aska, energy
costs are the highest in the country. About 80 percent of all
bi odi esel production in the US. is idle due to soy oil feed
stock costs. Coal can’'t expand due to greenhouse gas em ssions.

4:40: 38 PM

MR SMTH said he visited wth [Aaska Village Electric
Cooperative] this week. The cost of a kilowatt is $00.127 in
Anchorage and $00.51 in the villages. RWE is grow ng algae,
whi ch produces oil and cake. The oil is extracted fromthe cake.
The algae are fed with CO2 and NOx [nitrogen oxide]. QI is
produced at $00.85 per gallon. Cake is converted into synthetic
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gas to provide cheap energy at $00.025 per kilowatt hour or sold
as animal feed. The reason the biodiesel industry is going under
in the Mdwest is due to high soy oil feedstock costs. Al gae can
consune all the CO2 and NOx produced by coal. Power conpanies
spend $22.00 per ton of coal just to get rid of NOx. Algae are a
plant that offers nmassive growmh and an energy solution. The
mass of algae is 35 to 80 percent oil. There are over 100, 000
different strains of algae. It helps clean up diesel and can
seasonally reduce CO2 and NOx em ssions by sequestering the

gases from diesel generators. Algae wll supplenment diesel
reducing the average cost per kilowatt hour. It can provide
comunity jobs and reduce energy subsidies. Dried al gae bionmass
can be stored and burned as needed. Installation costs are

af f or dabl e. The bioreactor provides |owcost energy, and
installation is affordable. “QOperation costs doesn’'t require a
PhD.” Nothing is harnmed if it is spilled.

4:44: 50 PM

MR. SM TH said al gae consune wastes while growi ng. “Both human
and animal waste can be nade to operate in all weather types.”
He showed a picture of the bioreactor. It is fully integrated
with diesel for mniml costs. It is self sustaining. “You can
put this system down anywhere at any particular |ocation and the
low quality oil produced by the system is used to operate the

system and provide electricity.” It is a closed systemwth full
automation. It uses super-strains, which are nodified al gae, and
98 percent of the oil is extracted. Universities are partnering

wth RWE. South Carolina Power and South Carolina Gas and
Electric is the largest power production conpany in the state
and is offering its free CO2. The state of South Carolina has
partnered with RAE and is offering $13 mllion in tax credits
and to pay for all worker training. The state is providing
250,000 acres at $25 per acre to grow the al gae. The system was
validated by Applied Research Associates, one of the nation’s
forenobst grant-witing firms that work with the Departnent of
Def ense for system weapons and energy production. “They | ooked
at all algae systens nationw de; they cane away saying that this
particul ar system woul d sol ve our energy problens.”

4: 47: 47 PM

MR SMTH said there is a proposed tax on CO2 em ssions and
algae will eat CO2. Coal plants are being voted down because of
the gas exchange problem but algae will consume the CO2 and
NOx. A typical mllion-ton coal plant will spend $30 million a
year sequestering NOx. Sequestering CO2 will cost from $2 to $70
per ton for coal. Al gae convert the CO2 into harn ess organic
carbons. “Gas sequestration provides an environnentally safe
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expansion of coal mning and the petroleum industries in
Al aska,” including the Pebble gold mne. Al gae consume the nasty
el enments associated wth m ning.

4:49: 56 PM

MR SMTH said there are two nodels for CO2 in the world, the
Eur opean Uni on nodel where each country gets an allotted anount
of CO2 emssions, and if those are exceeded carbon credits nust

be purchased or there will be heavy fines. The U 'S. nodel is
voluntary. All em ssions are reported. If the new budget cones
through there will be “CO2 issues.” There are not enough carbon

credits relative to demand in Europe. In the U S. the carbon-
trading market is $2 a ton for C2, and in Europe it is $19 per
ton. Al gae produce 38,500 gallons of oil per acre at $00.85 per
gallon. It also produces 285 tons of cake. It consunes 10,000
tons of CO2. At $2 per ton, one acre of CO2-consuming algae is
worth $20,000. If it is trading at $19 per ton, one acre is
worth $190,000. Wth one acre of soy, “you’ re lucky to get a net
profit of $1,000.” Algae consune 50 tons of NOx per acre.
Gasification of both oil and cake will provide for the storage
of energy in Alaska. It can be used as needed. “W are naking a
proposal with the Departnment of Energy for the state of Al aska.”

4:53: 24 PM

MR SMTH said the conpany has a relationship with Applied
Research Associates, and both are filing a grant wth the
departnment. The Applied Research Associates are bringing in the
partners. The |argest power conpany in the Mdwest net with his
conpany over the last several nonths. The power conpany was
skeptical, but at the end of the neeting it wanted to know when
it could get started. One ton of coal wll produce 3 mllion
tons of carbon. There is no other sol ution.

CHAIR MCGUI RE asked if the grant is under the new stinulus
package — the conpetitive grants.

MR. SM TH sai d yes.

4:55:12 PM
REPRESENTATI VE PETERSEN asked how this can benefit snmall Al aska
conmuni ti es.

MR SMTH said his objective is sinple. “W plan to plunk these
units down into individual commnities.” The units don't need an
outside source of energy to operate, because the energy is
created by the unit. The oil and cake are gasified. M. Holdmann
said the gasification industry isn't “there yet,” but he is
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working with gasification firns from Scotland to Texas that have
solved many gasification problens. The wunits wll produce
kil owatt hours at substantially lower costs than the villages
are paying. He is not asking Alaska for noney. He has net wth
Al aska's largest shipping and handling nanagenent conpany. A
devel opment corporation will help. He net with John Harpole, who
is the state’s forenbpst authority on diesel integration. He has
put together a good team “and we’'re going to approach the DCE
on your behal f.”

CHAIR MCGQU RE invited himto continue to share his progress on
getting the conpetitive grant noney.

4.:57:48 PM
The neeting was adjourned at 4:57 p.m
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