SENATE FI NANCE COWM TTEE
March 25, 2010
9:34 a.m

9:34: 05 AM

CALL TO ORDER

Co-Chair Stedman called the Senate Finance Commttee
nmeeting to order at 9:34 a.m

VEMBERS PRESENT

Senat or Lyman Hof f man, Co- Chair
Senat or Bert Stedman, Co-Chair
Senator Charlie Huggins, Vice-Chair
Senator Johnny Ellis

Senat or Denni s Egan

Senat or Donny O son

Senat or Joe Thomas

VEMBERS ABSENT

None

ALSO PRESENT

Senator Wi | ochowsKki ; Senat or Lesil McQui r e; M chel |l e
Sydeman, Staff, Bill Welechowski; Mchael Pawl owski, Staff
to MGQuire; Kirk Hardcastle, Operations Mnager, Taku
Renewabl e Resources; Thomas Deerfield, Al aska Power and
Tel ephone;

PRESENT VI A TELECONFERENCE

Wal ter Rose, Kawerak, Nome; Cay Koplin, Cordova Electric
Coop, Cordova; Lisa Hughes, Northern Al aska Environnental
Cent er, Fai r banks; Holly Norwood, Apex Wng Energy,
Ni ki ski; Mark Masteller, Cascadia Geen Building Council;
Jim Sykes, Coordinator, MatSu Energy of Alaska; Rich
W1l son, Alaska Ratepayers, Anchorage; Robert Venables,
Sout heast Conference; Chris Rose, Renewable Energy Al aska
Project; Ross Coen, Tanana Chiefs Conference, Fairbanks;
Nick Horras, Yuut Elitnaurviat; Caitlin H ggins, Executive
Director, Alaska Conservation Alliance;

SUMVARY
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SB 220 ENERGY EFFI Cl ENCY/ ALTERNATI VE ENERGY

#sb220
SENATE BI LL NO. 220

"An Act declaring a state energy policy; relating to
energy efficiency and alternative energy; establishing
the energy efficiency grant fund, an energing energy
technology fund, a renewable energy production tax
credit, and an energy use index; and relating to a
fuel purchasing cooperative, to energy codes and
efficiency standards, to energy conservation targets
in public buildings, to a state agency energy use
reduction plan, to the alternative energy revolving
| oan fund, and to the renewabl e energy grant fund."

9:34:11 AM

SENATOR WEI LOCHOWBKI stated that the fiscal note attached
to HB 220 was about $1.3 mllion, and he believed that
nmoney coul d be recouped within a year.

SENATOR LESIL MCGUI RE remarked that the $1.3 million would
be for program execution, relating to energy efficiency and
bulk fuel loans. Currently the state spends approximtely
$52 million on conbined heat and utility costs. Wth energy
retrofitting provisions proposed in SB220, she believed
that long term savings would occur. She pointed out that
there would be revolving loan funds for the private sector
and runicipalities.

9:38:25 AM

Senator McCQuire believed the revolving | oan fund would be a
way to help partner with schools to |lower costs of energy.

The bill encouraged municipalities and private businesses
to reduce energy costs, but it is not a nmandate. She
pointed out that the bill outlined a production tax credit

for renewable energy. She remarked that there were no
renewabl e energy projects that generate income for the
state. She explained the Energing Energy Technol ogy Fund:
seed noney is used to attract high |level conpanies who are
| ooking at cutting edge technol ogies. She pointed out the
United States Departnent of Energy has an Energing Energy
Technology Fund, and it was accessed by conpanies to
develop technologies that have reshaped the natural gas
mar ket. The Denali Conm ssion utilized the Energing Energy
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Technology Fund idea, and put it into place with %4
mllion. Results were felt throughout the state, due to the
Denali Conmm ssion's program She believed the program would
| everage federal funds and private trust funds.

9:44: 09 AM

Senator Ellis queried the interplay between the existing
renewabl e energy fund, and the energing technology fund.
Senator MQuire replied that the Renewable Energy Fund
related to projects that involve proven or denonstrated
technol ogies. The Enmerging Energy Technology Fund deals
with cutting edge or devel opi ng technol ogi es.

9:47:22 AM

M CHELLE SYDEMAN, STAFF, BILL WELECHOMSKI, reviewed the
Power Poi nt presentation: "Al aska Sustainable Energy Act: SB
220." The bill was a product of the Senate Resources
Commttee and the Senate Special Conmittee on Energy.
Hearings in different comunities were held during the
interim Because the hearings were conducted in relation to
schedul ed events, attendances at the hearings were high.

9:49: 06_AM

MVs. Sydeman stated that research and outreach were
conducted with various energy-related organizations (Slide
4): Renewable Energy Alaska Program Alaska Center for
Energy and Power, Al aska Federation of Natives, Cold
climate Housing Research Center, Commonwealth North, Al aska
Power Association, and the Southeast Conference. Products
were developed as a result of the wvarious comunity
hearings (Slide 5): State Energy Policy and Program
Reconmendati ons (50+ pages), Budgetary (Letter to Senate
Finance Commttee) and Statutory (SB 220).

Ms Sydeman remarked that plans and policies in other states
were considered when drafted the bill; sub-conmttees were
convened, conbining the House and Senate staff; and experts
were interviewed-all with the intent of drafting the bil
to neet expectations.

9: 50: 44 AM

M CHAEL PAW.OWSKI, STAFF TO MCGQUI RE, stated that the goals
for SB220 were to provide affordable and reliable energy
for Alaska famlies and businesses; to stinulate private
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sect or i nvest ment ; to produce long-term savings by
maxi m zi ng energy efficiency, to have the state governnent
| ead by exanple; and to pronote innovation. (Slide 7)

M. Pawl owski presented the major bill conponents (Slide
8): a state energy policy; the Energy Efficiency Revolving
Loan Fund; efficiency in governnent; a renewable energy tax
credit; the Enmerging Energy Technol ogy Fund; energy |oans
for businesses; and the Al aska Affordabl e Heating Program

Ms. Sydenman discussed the State Energy Policy (Slide 9).
The goals of the state energy policy included increasing
energy efficiency by 15 percent by 2020 and to generate 50
percent of electricity statew de using renewabl e energy by
2020.

Ms. Sydeman continued to discuss the goals of the state
energy policy (Slide 10): to pronote the devel opnment of
nonr enewabl e energy resources, including natural gas, heavy
oil, nuclear energy, coal, and gas hydrates; to support
energy research, education, and workforce devel opnent; and
to maintain a fiscal regine that encourages private sector
devel opnent

Ms. Sydeman presented the portion of the bill regarding of
Nucl ear Energy (Slide 11). There were sone areas in current
statute that needed revision, to ensure nuclear energy is
on a level playing field with other types of energy
devel opnent . The bill would renmove from statute a
requi renent for governor's approval for projects, and |eave
in place a requirenment of for nunicipal and Departnent of
Envi ronnental Conservation approval. The bill would enable
nucl ear projects to apply for funding from the Power
Proj ect Fund.

9:55:17 AM

M. Pawl owski stated that the admnistration brought
forward SB223, which created a revolving loan fund under
the Al aska Housing Finance Corporation (AHFC), for energy
efficiency, retrofits, and projects. That |egislation was
integrated into SB220. The Energy Efficiency Revolving Loan
Fund (Slide 12) l|everages $18 million in federal stimulus
funds. The AHFC would give loans to nunicipalities, schoo
districts, or state entities to perform energy efficiency
retrofits. The savings would conme back to the state to
repay the |oan. The savings could be |everaged and secured;
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therefore a revolving |loan fund would be created, allow ng
retrofits to occur in perpetuity. Retrofitting would create
an estimated 2,500 jobs related to weatherization and hone
ener gy upgrades.

9:57:19 AM

Co-Chair Hoffman wondered if the retrofitting would apply
to all A aska schools, including Regional Educationa
Attendance Areas (REAAs). M. Pawl owski replied that
extensive l|language in Section 4 of the bill, allowed for

retrofitting for REAAs.

Ms. Sydenman discussed Slide 13: "Leading by Exanples.™ The

bill states that by 2020, the Departnent of Transportation
and Public Facilities (DOT/PF) shall work with other state
agencies to retrofit at Ileast 25 percent of all state

buil dings. The definition of state buildings refers to the
| argest, and nost energy consuming state facilities. The
retrofitting was shown to save about 20 percent a year. The
state currently spends roughly $55 million a year to heat
and light its buildings, the savings could translate into
$2.75 mllion a year.

Ms. Sydenman di scussed nore pay-offs from retrofitting. The
the state recently retrofitted eight state buildings, and
the contractor guaranteed savings of at |east $278,000 a
year from that retrofit. In year one, savings equaled
$366,000; in year two, savings equaled $592,000; and the
year prior, savings equaled $571,000. She asserted that
savings alone from retrofitting 25 percent of state
bui I dings coul d cover the fiscal note for SB 220.

9:59: 52 AM

Ms. Sydeman continued to maintain that the state should
| ead by exanple (Slide 15). Section 23 of SB220 called on
DOT/PF to construct all new state buildings to high
ef ficiency standards; Section 11 required that the state
use alternative energy for new public works, if viable and
cost-effective; Sections 12 and 22 mandate that the state

purchase energy efficient appl i ances, equi pnent , and
vehi cl es.
Ms. Sydenman reviewed Section 24 of the bill, related to the

energy efficiency canpaign (slide 16). Section 24 mandates
that the Al aska Energy Authority (AEA) and AHFC col | aborate
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to educate Al askans through mass nedia about |ow cost ways
to save energy. Mmney was currently in the budget, and
website devel opnent was already in place. Experts estimate
bet ween eight percent and fifty percent could be saved
through efficiency neasures alone. Energy efficiency is one
of the cheapest ways to neet energy needs.

10: 02: 17 AM

\V/ g Pawl owsKki di scussed energing energy technol ogies
(Slides 17 and 18). Wth high energy costs, Al aska was
perfect place to test enmerging technol ogies. The state can
denonstrate technologies and reduce costs for |ocal
residents. Developing new technologies could potentially
allow Alaska to export new technologies. Twenty five

percent of world' s population lives wthout access to
electricity, which is an incentive to |ook for new ways to
energize. The bill would establish a conpetitive grant

program at AEA to foster innovation. The fund would be
mat ched with federal funds from the Denali Conmm ssion, the
Departnent of Energy, and private research dollars. New
technol ogies would create high-tech jobs and would spur
investnment in Al aska's econony. Al aska woul d have potentia

to be a world leader in enmerging technologies, given its
resour ces.

M. Paw owski added that |anguage in the bill would allow
repaynent for project funding that goes into broader
appl i cation.

10: 05: 02 AM

M. Pawl owski pointed to different exanples of energing
technol ogies (Slides 20, 21, and 22).

M. Pawl owski addressed the renewable energy tax credit
(Slide 23). The renewabl e energy tax credit would encourage
investment by the private sector into renewable energy; it
woul d support the goal of generating 50 percent of
el ectricity using renewabl e energy by 2025; 25 states offer
renewabl e energy corporate tax incentives; five states and
the federal governnent offer production tax credits;
credits only accrue one a project in operation; the credits
are capped at 10 percent of capital investnent; and the
credits sunsets January 1 2018.
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M. Pawl owski continued to address how the credit 1is
calcul ated, referring to Sections 20 and 21 of SB220 (slide
24). \When calculating the tax credit, the state nust know
the capital cost; the state/federal grants that the project
has received; the cost per kilowatt-hour on the project;
and the capacity factor. He noted that there are 8760 hours
in a year, one negawatt/hour equals 1000 kil owatt/hours,
and $. 01 per kilowatt/hours equals $10 per negawatt/hour.

M. Pawl owski referred to Slides 25 and 26 for renewable
energy tax credit exanples.

10: 09: 51 AM

Co-Chair Stednman asked if the concept of renewable tax
credits for wind turbines was used in Kodiak. M. Paw owski
responded that the research does not include Kodiak. He
remarked that the effective date would be prospective, but
agreed to provide information regarding Kodiak w nd
turbines. Co-Chair Stedman recognized that there would an
i ssue of post-dating the tax credits.

M . Pawl owsKki furthered that the difference between
transferable and refundable tax «credits (slide 27).
Transferable credits nust be approved by the departnent;
they nust be nmarketed and purchased, which require broker
fees and denmands of the purchaser, which mean |ess than
full credit going to the person receiving the incentive-
therefore a transferrable credit is an expensive programto
adm ni ster. Refundable credits do not require personnel to
adm nister, and 100 percent of the credit goes to the
recipient. In looking at streamlining the credit, the tax
credit was made refundabl e rather than transferrable.

Co-Chair Stedman asked what the tax credit would be
against. M. Paw owski stated that the tax credit would be
agai nst the corporate incone tax.

10: 12: 28 AM

Ms. Sydeman stated that Sections 26 through 33 of the bil

would create a new program of loans to businesses (Slide
28). The loans could be up to $50,000 for either
alternative ener gy syst ens, or ener gy conservation
i nprovenents. The loans would be for businesses that are
primarily owned by Al askans. The noney could be used for
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insulation, thermal w ndows, furnace replacenment or on
energy systens which are not dependent on oil or gas.

M. Paw owski noted that Senator Egan's office had worked
to devel op a conmmercial |oan program

Ms. Sydeman di scussed the Affordable Heating Program (Slide
29). The objectives of the affordable heating program were
to make the program nore responsive to a famly's actual
heati ng costs; increase assistance as oil prices rise and
need increases; maintain statewide eligibility; use
exi sting adm nistrative structures.

10:15: 09 AM

Ms. Sydenman expl ained the Low I ncome Hone Energy Assistance
Program (LI HEAP) (Slide 30). Famlies nust apply for LIHEAP
annually, and their eligibility is based on their annual
income. The benefit levels were calculated by awarding
poi nts based on household incone; heating degree days in
t he househol d | ocation; the type and size of the house; and
the presence of children, elderly, or disabled in the hone.
The points are then nultiplied by the dollar anount rel ated
to each point avail abl e.

Ms. Sydeman stated that SB220 proposed sone changes from
current practice (Slides 31 and 32): it would |ink program
eligibility to the price of oil.

10:17: 53 AM

Ms. Sydeman highlighted sone program details (Slide 33). If
there was not sufficient noney appropriated to provide
funding, the Departnent of Health and Social Services woul d
pro-rate paynents. The paynents would go to fuel vendors,
and not househol ds. Individuals nmust apply and qualify for
the LIHEAP. The current federal appropriation is $28
mllion; the current state appropriation is $5 mllion; and
20, 191 househol ds currently benefit from LI HEAP

Ms. Sydeman di scussed additional provisions (Slide 34). The
state was required to provide technical assistance for
muni cipalities regarding energy codes and efficiency
standards. The state agencies would develop a standard
net hodol ogy for conpiling and storing data regardi ng energy
consunption. The bill would expand the purposes of the
Sout heast Energy Fund. The Al aska Energy Authority (AEA)
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woul d organize and provide technical assistance for a
statewi de fuel buying cooperative. The bill calls on the
governor to develop a plan to coordinate and consolidate
energy progranms. The bill calls for DOI/PF to enbark on a
feasibility study of conpressed natural gas (CNG state
vehi cl es.

Ms. Sydeman concluded that that SB220 would be a step
towards energy efficiency and sustainability.

10: 24: 00 AM
Senat or Thomas wondered if the bill provided for |eased
state buildings. M. Sydeman responded that the bill does

not include | eased buil di ngs.

Senator Huggins queried the payback of the Revolving Loan
Fund.

10: 25: 42 AM

M. Paw owski responded that the key to the concept of the
Revolving Loan Fund was in performance contracting. He
noted that the ability to auto retrofit is the guarantee
for what is | oaned agai nst.

In a response to a question by Senator Egan, M. Sydenan
stated that oi | was the trigger when  det erm ning
eligibility for the LIHEAP.

In response to a question by Senator O son, M. Paw owski
referred to Page 12, beginning Line 13 of SB 220. He
specifically pointed to line 16, which stated the program
eligibility would pertain to projects where the average
cost of energy exceeds the average cost of residence.
Primarily, AEA nmust |ook at the cost of energy in a region;
AEA nust | ook at geographic bal ance; and AEA nust | ook at
the financial benefit of the program The cost of energy is
a priority, and the program helps to limt an individual's
burden of heating costs.

10: 30: 05 AM

Co- Chair Stednman nentioned the eight fiscal notes: six zero
fiscal notes from the Departnent of Envi r onnment al
Conservation (DEC), the Departnent of Revenue (DOR), the
Departnment of Admnistration (DOA), the Departnent of
Health and Social Services (DHSS); a fiscal note for
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$788, 700 in general funds for statew de project devel oprment
from Departnment of  Commerce, Community and Econonic
Devel opnent (DCCED) for; another fiscal note for $326,500
in interagency receipts for aide operations from DCCED, one
fiscal note from DOT/PF for $493,200 in general funds for
new staff.

10:31:17 AM

WALTER ROSE, KAWERAK, NOME (via teleconference), testified
in opposition to the proposed changes in the project
ranging nmethod in the Renewable Energy Gant Fund. He
testified in opposition to the proposed anendnent to Al aska
Statute 42.45.045D in section 15 of SB220. He felt the
statute would divert renewable energy grant funding away
from rural comunities into regional hubs and urban
centers. He recommended the Renewable Energy Gant Fund
continue to give preference to projects that serve any area
in which the average cost of energy to each resident of the
area, exceeds the average costs of each resident of other
areas of the state.

CLAY  KOPLI N, CORDOVA  ELECTRIC  COOP, CORDOVA  (via
tel econference), testified in favor of the legislation. He
referred to section 23 AS44.42.067 item A, and recomended
novi ng the date up to 2015 and changing the reduction to 15
percent. He referred to section 29, and recommended a
change from 51 percent to 50 percent.

10: 35: 15 AM

LI SA HUGHES, NORTHERN  ALASKA  ENVI RONMENTAL CENTER
FAI RBANKS (via teleconference), testified in favor of the
| egi sl ation. She discussed the investnent that is necessary
for the future econony for the alternative energy
requi renment.

HOLLY NORWOOD, APEX W NG ENERGY, NI KI SKI (via
tel econference), testified in favor of the |egislation.

MARK  MASTELLER, CASCADI A GREEN BULDI NG COUNCI L, (via
tel econference), testified in favor of the |egislation.

10:41:29 AM

JIM SYKES, COORDI NATOR, MATSU ENERGY OF ALASKA (via
tel econference), testified in favor of the legislation. He
agreed with all aspects of the bill. He shared stories of
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citizens who retrofit their homes and are happy with the
results.

Rl CH W LSON, ALASKA RATEPAYERS, ANCHORACE (via
tel econference), spoke in opposition of the legislation. He
felt gas-fired industrial production was inportant in
econoni ¢ devel opnent .

ROBERT VENABLES, SOUTHEAST CONFERENCE (via tel econference),
spoke in favor of the |egislation.

CHRIS ROSE, RENEWABLE  ENERGY  ALASKA PRQJIECT (via
tel econference), testified in support of the |egislation.
He noted that various consumer groups strongly support the
bill.

10:49: 54 AM

ROSS COEN, TANANA CH EFS CONFERENCE, FAl RBANKS (via
tel econference), testified in support of SB 220. He
supported the energing energy fund. He shared a story about
boosting the fuel efficiency by four percent. He addressed
t he subject of the amendnent to Section 15 which will keep
the amount of grant funds. Shift from urban areas to rura
areas. He encouraged the reconsiderations of the commttee.

10: 51: 58 AM

NI CK  HORRAS, YUUT ELITNAURVI AT (via teleconference),
testified in support of the |egislation.

CAITLIN H GA NS, EXECUTIVE DI RECTOR, ALASKA CONSERVATI ON
ALLI ANCE (via teleconference), testified in favor of the
| egi sl ati on.

10: 56: 41 AM RECESSED
1:34:17 PM

KI RK  HARDCASTLE, OPERATI ONS MANAGER, TAKU  RENEWABLE
RESOURCES, testified in support of SB 220. He spoke in
support of the renewable energy section of the bill. He
noted that the finances allow for sustainable economc
strat egi es.

1: 38: 12 PM

THOVAS DEERFI ELD, ALASKA PONER AND TELEPHONE, testified in
support of SB220. He nentioned the tax credit portion which
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could have a significant effect on the funding necessary
for a Tok Al aska project.

1: 42: 39 PM

SB 220 was HEARD and HELD in Conmmttee for further
consi derati on.

#
ADJ QURNVENT

The neeting was adjourned at 1:43 PM
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