ALASKA STATE LEG SLATURE
SENATE RESOURCES STANDI NG COW TTEE
January 25, 2010
3:33 p.m

VEMBERS PRESENT

Senator Lesil McQuire, Co-Chair
Senator Bill Wel echowski, Co-Chair
Senator Charlie Huggins, Vice Chair
Senator Hollis French

Senator Bert Stednman

Senator Gary Stevens

Senat or Thomas WAgoner

MEMBERS ABSENT

Al'l nenbers present

OTHER LEQ SLATORS PRESENT
Senat or Joe Thonas

COW TTEE CALENDAR

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 enmerging energy technology fund, a
renewabl e energy production tax credit, and an energy use i ndex;
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 loan fund, and to the
renewabl e energy grant fund."

HEARD AND HELD

PREVI QUS COW TTEE ACTI ON
BILL: SB 220

SHORT TI TLE: ENERGY EFFI Cl ENCY/ ALTERNATI VE ENERGY
SPONSOR(s): RESOURCES

01/19/ 10 (S) READ THE FI RST TI ME - REFERRALS
01/19/ 10 (S) RES, FIN

01/ 20/ 10 (S) RES AT 3:30 PM BUTROVI CH 205
01/ 20/ 10 (S) Heard & Hel d

SENATE RES COW TTEE -1- January 25, 2010



01/ 20/ 10 (S) M NUTE( RES)

01/ 21/ 10 (S) RES AT 3:30 PM BUTROVI CH 205
01/ 21/ 10 (S) -- MEETI NG CANCELED - -
01/ 25/ 10 (S) RES AT 3:30 PM BUTROVI CH 205

W TNESS REG STER

M CHELLE SYDEMAN

Staff to Senator W el echowski

State Capitol

Juneau, AK

PGSI TI ON STATEMENT: Comrent ed on SB 220.

M KE PAW.ONEKI

Staff to Senator McQuire

State Capitol

Juneau, AK

PCSI TI ON STATEMENT: Comrent ed on SB 220.

CHRI S ROSE, Executive Director
Renewabl e Energy Al aska Proj ect
PCOSI TI ON STATEMENT: Comment ed on SB 220.

CAI TLIN H GA NS, Executive Director
Al aska Conservation Alliance and Al aska Conservati on Voters
PGSI TI ON STATEMENT: Comment ed SB 220.

GV\EN HOLDMAN Di r ect or
Al aska Center for Energy and Power (ACEAP) at UAF
PCOSI TI ON STATEMENT: Comment ed on SB 220.

DENALI DANI ELS, Sr. Energy Program Manager
Denal i Commi ssi on
PCOSI TI ON STATEMENT: Comment ed on SB 220.

BRI AN HI RSCH
Nat i onal Renewabl e Energy Laboratory (NREL)
PCSI TI ON STATEMENT: Comment ed on SB 220.

ACTI ON NARRATI VE

3:33:37 PM

CO CHAIR BILL WELECHOABKI called the Senate Resources Standing
Commttee neeting to order at 3:22 p.m Present at the call to
order were Senators Wagoner, Stevens, Huggins, French, Stedman
and W el echowski .
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SB 220- ENERGY EFFI Cl ENCY/ ALTERNATI VE ENERGY

CO CHAIR W ELECHOABKI  announced an overview of the energy
recommendations and invited testinony on SB 220.

M CHELLE SYDEMAN, staff to Senator W el echowski, explained that
she woul d go over the energy related budget recommendati ons. She
said during the Interim hearings the nost frequently received
testinony had to do wth approval of the existing energy
prograns such as weatherization, home energy rebates and |ow
i ncome energy assistance. The conmttee was repeated told about
how t hese prograns are helping to cut costs for Al askan famlies
and they were urged to work towards increased funding for them
The public also expressed support for continued investnent in
renewabl e energy and the need to get comunities off high-priced
fossil fuels and on to locally available sources of renewable
energy. Were such resources are available, the comnmttee heard
they could provide a nore reliable, flat-priced, and sustainable
source of energy over the long term

3:35:49 PM

A final theme was that investnents in energy efficiency result
in real savings. She said the Resource comrittee co-chairs
followed up on this testinony and spoke with agency and private
sector experts to assess the effectiveness of the prograns they
heard about nost; and a series of draft reconmendations was
produced addressing the need for increased funding for a
discrete targeted set of prograns. Those recommendations were
contained in the report that the co-chairs released in Qctober
Those were reviewed and resulted in the letter that was sent
|ast week to the co-chairs of the Senate Finance Conmmttee
detailing the primry budget recomendati ons.

3:36:48 PM
She said that she and M. Paw owski were asked to go over those
recommendati ons today one by one to describe why the co-chairs
believed they were worthy of being passed up to the Finance
Conmittee.

3:37: 03 PM

M KE PAW.OABKI, staff to Senator McGuire, started by saying the
$25 mllion recommended for weatherization is very popular,
because it is a proven way to reduce energy costs. From the
program t hey have |earned that annual househol d savings average
about $527/year or $7565 over the lifetine of the inprovenent.
In 2008, $200 nmillion was appropriated for weatherization and
that is likely to be fully encunbered by the end of 2010. The
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recomrendati ons include $150 mllion for weatherization, but the
chair worked with the actual program and found that just $25
mllion would keep it going. According to AHFC 27,000 residences
in Alaska are still ready to be weatheri zed.

3:38:19 PM

The next point was $175,000 to help Al askans |earn how to | ower
their energy costs through a statewde public relations and
education canpaign on energy efficiency. Statistics from the
weat heri zati on program denonstrate that Al askans stand to save
mllions by mking their hones and businesses nore energy
ef ficient. Resear ch shows t hat ener gy ef ficiency and
conservation are typically 50-75 percent cheaper than building
new power plants or buying energy on the open nmarket.

The amount of $100,000 was recomended to fund a technical
assi stance program to help business owners learn how to reduce
their energy-related expenditures and inprove profitability. The
AEA plans to use federal stinmulus funds to initiate a technica
assistance programthis fiscal year, but this funding would help
it continue.

MR. PAW.OMSKI said the next recomendation was $250,000 for
energy-related job training. Using grant funds, he said the
Al aska Vocational Technical Center currently trains power plant
managers and bulk fuel operators to namintain reliable and
efficient power plants. Unfortunately wth weakening federal
support for the Denali Conm ssion, this funding is dw ndling.

3:40: 03 PM

Finally, he remarked that $2 nmillion to help Al askans save nobney
with energy efficient appliances was another reconmendation that
had a lot of public support. He said that several states already
provide rebates to hone owners who replace older energy
inefficient appliances with ones that are substantially nore
efficient than federal standards, and the Departnment of Energy

(DOE) reports that last year's savings from energy star
appl i ances were enough to power 10 million honmes and avoid green
house gas emi ssions from1l2 mllion cars.

3:40: 47 PM

M5. SYDEMAN reviewed that in 2008 the |egislature pledged $300
million in funding over a five-year period for renewabl e energy

projects. The Renewable Energy Fund provided grants up to $4
mllion to eligible projects that can range fromfeasibility and
reconnai ssance studies to actual construction. She said the co-
chairs believe that continuing to support the fund through 2012,
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the original date, will allow the legislature to fulfill its
original promse to help communities develop their own renewabl e
energy resources.

3:41: 35 PM
Next, she said, $8 mllion was recomended for rural power
system upgrades - above the Governor's proposed $2 mllion. This

hel ps reduce electrical costs in rural Alaska by helping them
upgrade to nore efficient power systens. In the |ast decade the
AEA has upgraded about 35 rural power systens resulting in an
average increase in efficiency of 26 percent. About 25-30
communities are still waiting for funding for the upgrades. Mbst
of the funding in the past has come from the Denali Comm ssion

but its funding is declining. So if the state is to continue
that commtnent, it will have to step in with some of its own
f undi ng.

3:42: 31 PM

The next recommended item M. Sydeman said, was $200,000 to
provi de assistance to those individuals who operate the rural
power systens. Right now the AEA has staff travel in the Grcuit
Rider Program to different villages and work with the operators
so they can make maxi num use of their systens. Having enough
trained people in the AEA to do this training will continue this
i mportant worKk.

3:42: 55 PM
CO CHAI R MCGUI RE j oi ned t he neeting.

3:43: 34 PM

M5. SYDEMAN said the next itemis $4 mllion to upgrade rura

bul k fuel storage facilities. The Governor's budget recognized
the need for increased funding here with $1 mllion, but their
research indicates that about $5 mllion is necessary. The
reason is that nany older systens don't neet federal EPA
standards and sone communities mght be disallowed from using
t hese systens unless they are upgraded. Again, the challenge is
t he declining Denali Conm ssion funding.

Another itemis $3 mllion for state matching funds to enable
communities to successfully apply for federal funds for public
transit systens. Alaska is one of three states that don't invest
public funds in road-based state transportation systens. Many
peopl e use those systens to get to work, school and hones, and
they are clearly used and beneficial. They have heard that
several |ocal governments - the MatSu and Kenai - have not been
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able to secure federal funding because they can't come up wth
the state match

The next proposal was for $3 mllion to replenish the Power
Proj ect Loan Fund - above the Governor's proposal of $7 mllion.
The co-chairs thought $10 million was nore appropriate. The fund
provides loans to utilities, local governnents, and independent
power producers to develop or wupgrade their power production
facilities. Interest rates vary from tax exenpt rates on the
high end to zero on the low end. The last tine she checked

about 47 loans were out for a total of $26 mllion; the
repaynent rate is excellent with only one late |loan. Comrunities
are taking good advantage of this fund and are doing their part
in paying the | oans back, but the bal ance is al nost used up.

3:46: 47 PM
MR. PAW.ONBKI said the next recomendation was $200 mllion for
long-term Railbelt Energy projects. He explained that the

Rai | belt's Regi onal Integrated Resource Plan was recently
conpleted as the guide to developing the region's power systens
over the next 50 years and $2-$8 billion worth of projects were

identified. So, rebuilding the Railbelt Energy Fund would help
prepare communities and the state for needed investnents.

He said that $10 mllion was "broken out" specifically for
Susi t na/ Chakachamma and other hydro projects in the Railbelt.
These were identified in the plan as "large hydro projects with
i nportant potential in near-term devel opnment within the region.”
This noney would carry out the needed geotechnical work, pre-
permtting and conceptual design for some of the projects.

The next step was $3 million for the Emerging Energy Technol ogy
Fund (EETF). This idea was sponsored initially by Senator
McCGuire and included in SB 220, he stated. Mst of the other
recommendati ons are based on many existing progranms, but little
or no state funding is available for research and devel opnent of
new technologies, and although the state supports renewable
energy devel opnent, those projects are |limted to off-the-shelf
technol ogi es. The proposed EETF woul d encourage innovation and
exploration of new sources of renewable energy and match funds
provi ded by the Denali Comm ssion.

3:48: 50 PM

MR. PAW.OWNBKI said the next recomrendation was $10 million as an
initial capitalization for the Southeast Energy Fund to expand
power generation projects in Southeast and help conplete the
regional electrical grid. Mst Southeast comunities that rely
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on hydro still rely on oil to generate electricity and by-and-
large heat; and many of the hydro electric facilities in
Sout heast are at or near capacity which severely limts the
region's growth. Following on that was the recomendation to
continue funding for the Southeast Regional Integrated Resource
Plan, simlar to what was conducted in the Railbelt. The fina
recommendation was to fully fund the power cost equalization
program (PCE) because it is critical as a foundation of Al aska's
energy policy.

3:50: 18 PM
SENATOR HUGEA NS noted that his last two bullets didn't have a
dollar figure with them

3:50: 51 PM

M5. SYDEMAN responded that their original proposal, based on
conversations wth Ilegislative staff and the AEA was that
$700,000 would be needed. The CGovernor's budget proposes a
little bit nore than that, and because his budget provided an
adequate anount the co-chairs didn't feel that an increase above
that | evel was needed.

MR. PAW.OWNSKI said the sane thinking went along with the PCE
t hey are supporting what the Governor is doing.

3:51:39 PM

SENATOR STEDMAN said he wasn't sure where the cost structure is
on the Southeast Integrated Resource study, but $700,000 seens
really high. "Sonme of these projects have been |ooked at since
the 50s."

SENATOR WAGONER said he is bothered that in looking at the two
hydro projects, the smallest one wll generate around 330-350
mgW which is nore than is needed in the Railbelt. In addition
to that they are looking at revisiting the Susitna project and
he didn't know why, because nmllions of dollars have already
been spent and the study is done. "W don't need to do another
thing, because | don't think that study is dated and | don't
think the Susitna River has changed that much,"” he said. He al so
rem nded nenbers that the original Railbelt Fund noney cane from
the bal ance that had been appropriated for the Susitna project
st udy.

SENATOR W ELECHOWSKI said that is an excellent point. But
speaking for hinself, he said they followed the recommendations
of the Integrated Resource Plan; this is what experts in the
field are recomendi ng. They don't know that the projects wll
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work yet; both have potential environnental problens. It's clear
that they can't do all of them but they don't know at this
poi nt which one will actually happen.

3:54:57 PM

M5. SYDEMAN noted that they have invited the Al aska Energy
Aut hority to justify those recommendati ons of continued funding
for both projects in a commttee neeting.

SENATOR HUGGA NS said they really need to understand what they
are buying with this noney assumng that even 45 percent of it
goes forward. The Railbelt consolidation effort is a huge task
and | eaves a question mark in his m nd.

3:56: 53 PM

SENATOR W ELECHOWSKI said that was another excellent point and
the plan is to have the ones who prepared the plan, Black and
Veatch, to explain and see what their thoughts were. He agreed
that they can't go forward on all three and that they have to
decide if they continue noving forward until they figure out
whi ch one is correct or just pick one now It's a good debate to
have.

SENATOR HUGA NS reflected that sonme people are skeptical; for
i nstance, Healy clean coal was given to a couple of operators,
but now the report says they shouldn't restart that. He said
"W can't afford those kind of mstakes in what we are putting
our noney against. So, trial and error is not a good technique -
as we're spending this anmount of noney."

CO CHAI R W ELECHOWSKI  sai d, "Excellent point."

3:57:52 PM
CHRI S ROSE, Executive Director, Renewabl e Energy Al aska Project,
said their goal is to increase the production of renewable

energy in Alaska. One of their primary objectives is also to
i ncrease energy efficiency. They are very happy with the omi bus
bill. It is great to have renewable and efficiency energy ideas
in one place. He said they would probably support many of them
but they need a chance to | ook them over.

3:59:49 PM

He said that he serves on the advisory conmttee that hel ps AEA
bring recomendations to the legislature and he is happy to see
the $50-mllion recormmendation for the fund this year. The first
$100 mllion for the program was rel eased |ast February. So for
the length of tine they have been working on it, it is noving
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ahead quite quickly. He saw sone "tweaks" in the |egislation
that are consistent with what AEA is already doing - things |like
making sure there is a positive benefit/cost ratio and that an
outside firm will do an economc analysis (AEA has contracted
with ISER to do that.)

4:01: 16 PM

MR. ROSE said that SB 150, the Energing Energy Technol ogy Fund,
is a priority for this state, because while it currently does a
lot for comercial, existing, and nature technologies, it
doesn't do much for the emerging technol ogies. And Al aska has 90
percent of this country's tidal power potential, 50 percent of
the nation's wave power potential, trenmendous hydro kinetic
potential, and it is the only place outside of sonme renote parts
of Hawaii where a denobnstration project can be brought in and
save people noney at the sane tinme. Alaska is the perfect
| aboratory to test these things.

He said he had been working with staff on potential tweaks to SB
220 to make sure it works as smoothly as possible including
addi ng the National Renewable Energy Lab and the Fossil Energy
Ofice at UAF as nenbers of the advisory conmmttee that would
nmake the decisions about those grants. He suggested putting even
nore than $3 mllion into that fund because they m ght be able
to get nore matching funds fromthe Denali Conmm ssion as well as
t he Departnent of Energy.

4. 02: 55 PM

He said he supported SB 31, the state production tax credit. He
stated that the federal production tax credit has been the
primary driver of renewable energy developnent in the US.
Congress has been authorizing it for only one or two years at a
time, and for that reason it has been an "uncertain policy."
States have been doing all kinds of things to incentivize
renewabl e energy including creating their own tax credits. This
tax credit would be 15 percent of the retail rate with a range
of 2.1-5 cents/kWover five years.

MR. ROSE said they also support SB 121 that provides nmaking al

public buildings in Al aska energy efficient, because being
efficient is always cheaper than generating the equivalent
anount of energy. This |anguage actually pronpbtes the state to
use performance contracting, which neans the contractor would
finance the project and the utility savings would be used to pay
back the | oan over tinme - a great way to finance these projects.

4:05: 03 PM
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Anot her recommendation, although it's not in the omnibus, is $25
mllion for nore weatherization. The $360 nmillion that canme out
of the 2008 legislature for both the current weatherization
program and the rebate program has paid trenendous dividends in
terns of creating jobs and energy savings, he said.

He also supported the Statewi de Energy Policy in SB 220 that
canme from work the House Energy Conmittee did over the Interim
Havi ng a statew de energy policy that | ooks at how Al askans wl |
get energy to light their businesses and heat their hones is a
great idea. That wll also nmake Al aska nore conpetitive in the
wor |l d econony.

4.:07:23 PM

MR. ROSE said they hadn't vetted these ideas yet, but he thought
they would support job training because the skills the industry
needs have to be developed as well as technical assistance for
people who want to continue running the existing and future
systenms. He thought they would support an energy efficiency
grant fund and alternative energy for public buildings.
Al ternative energy for home owners, in sections 20-23, is an old
program that would be revived and he thought it would have
pretty high demand. Using nore energy efficient appliances nakes
sense as well as taking the old inefficient ones out. M. Rose
said it makes sense to have an energy plan like the one
devel oped by Bl ack and Veat ch.

4:10: 23 PM

CAITLIN H GA NS, Executive Director, Al aska Conservation
Al'liance (ACA) and Al aska Conservation Voters, said she and her
menbers applauded the co-chairs and commttee for strong
| eadership and hard work on these issues. She said that the
Al aska Sustainable Energy Act continues to put Alaska on an
economcally viable, sustainable, stable energy path for the
future, a fundanmental change that the conservation conmunity has
encouraged for a nunber of years. They strongly supported
inclusion of SB 121 that would nake state owned buil dings nore
efficient. She was glad to see the state | eading by exanpl e.

M5. HHGANS said the Conservation Alliance felt so strongly
about intensifying the need to be nore energy efficient that
they conm ssioned an energy econom st at National Capitalism
Solutions to develop a report that shows how the Railbelt could
reach its goal for energy efficiency by 2025. The report should
be released in the next several days.

4:13:17 PM
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Support including goals for energy efficiency and encourage the
committee to consider whether or not to push those forward,
especially in uncodified statute. The plans goals would be nore
achievable and neaningful if they were found in codified
| anguage. The sane is true of the commttee's 50 percent
renewabl e goal

4:15: 31 PM

They al so support the commttee's inclusion of SB 150, the EETF,
another of the Alliance's priorities this session. They support
the potential entrepreneuri al and technol ogi cal i nnovati on
created by the fund. Al aska's unique circunstances justify this
| ocal research and devel opment effort and they think it can be
done effectively and efficiently.

4:16: 28 PM
SENATOR WAGONER asked if they favored the hydro projects.

M5. HHGA NS replied they are devel oping a hydro paper

SENATOR WAGONER said that is a tough task, and he thought it may
not even be possible.

CO- CHAI R W ELECHOMBKI asked if the ACA had | ooked at Chakachama
or Susitna.

M5. HGA NS said they didn't have an official position

SENATOR HUGGE NS asked her what their position was on including
nucl ear power in this package.

MS5. HHGA NS said she would have to take that issue back to her
menbers.

CO CHAIR W ELECHOWBKI said he wanted to hear their positions on
hydro and nucl ear power.

4:18: 55 PM

GAEN HOLDMAN, Director, Alaska Center for Energy and Power
(ACEAP) at UAF, comrended the conmittee for its hard work on
this issue. She said two sections were nost inportant to their
interests: the first is additional |anguage in section 8 on the
Renewabl e Energy Fund that mandates |ong-term data collection
and reporting for projects. She said the AEA has done
significant work upfront in considering cost/benefit analysis of
projects that the fund considers, but following up wth
technical and economc performance data is need so that
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additional long-term funding can be considered for nore projects
that make economc sense. She explained that ACEAP had been
working with the ISER to collect performance data and install
capital cost data for wind projects in Alaska and finally cane
to the conclusion that a lot of the data they were |ooking for
actually just didn't exist because no one is being nmandated to
collect it.

4:21:14 PM

The other high priority section she said was section 11 that
forms the Enmerging Energy Technologies Gant Fund. The Denali
Commi ssion has already funded an initial trial run of this
program and the Al aska Center for Energy and Power is currently
managing it. However, the University would be happy to defer to
t he House version that designates AEA as providing that service.
She explained that the University is really interested in the
informati on on how successful the energing technol ogies projects
are, so they can use it to make decisions on future funding and
conduct research in partnership wth private entities to
actually get sonme of the projects off the ground.

She said the Denali Conm ssion has funded 11 projects for a
total of $7.5 mllion. A higher amount mght be also be
appropriate for this program because it has enough projects
that provide "real opportunities” and can also |everage federa

dol | ars.

4:23:49 PM

M5. HOLDVMAN said an exanple of one critical project is the
integration of wind and diesel systenms to reduce the anount of
diesel fuel that is used. They are looking for ways to nodify
algorithnms on Northwind 100 inverters that are part of the
turbines that have pretty commonly been installed - primarily in
villages - under the Renewable Energy Grant Fund to operate in a
di esel off nmobde. It is not a conmercial technology and therefore
not appropriate for funding under the Renewable Energy Fund or
ot her existing funding mechanisns. This is critical to Al aska,
but not to the national research agenda.

4:24:45 PM

M5. HOLDMVAN al so nentioned that ACEAP participated in the House
Energy Task Force and hel ped develop policy |anguage in SB 220
that can set that overall future vision for the state that can
provide focus for a lot of planning efforts.

4:25:23 PM
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DENALI DANI ELS, Sr. Energy Program Manager, Denali Conmm ssion,
said that as a federal agency, the Comm ssion typically doesn't
weigh in on legislation; therefore her coments would be
i nformati onal in nature. She said they appreciated the
invitation for input on establishing a statew de energy policy.

She said the Commission has a l|ocal board agency that consists
of their federal co-chair, Joel Neineyer, and the Governor or
his appointee; currently that spot is filled by OVB director
Karen Rehfeld. O her nmenbers include Julie Kitka with AFN, John
MacKi nnon, Vince Beltram , Karen Purdue at the University and
Kat hy Wasserman representing the Al aska Minici pal League.

M5. DAN ELS explained that the Conmm ssion uses an annual work
plan and FY10 is now in draft form The plan is used for grant
maki ng and was developed by an advisory commttee within the
Energy Program which is chaired by Comm ssioner MacKi nnon and
has nenbership from Vince Beltram who serves as chairman of the
Renewabl e Ener gy Fund.

She said the Denali Conmission is 11 years old and their
enabling legislation was the result of a nunber of rural
communities being out of EPA conpliance with their bulk fuel
tank farnms (and were at the risk of being shut down by the Coast
Guard). Shortly after, it was recognized that energy efficiency
could be significantly inproved by power plant replacenment or
upgrades. So the Bulk Fuel Program and the Rural Power System
Upgrade (RPSU) have really been "our neat and potatoes,” she
said, and continues as one the Conm ssion's major priorities.

MS. DAN ELS said they have funded 100 bul k fuel projects, seven
of which are now under construction, and 58 power system
upgrades, 12 of which are now under construction. Funding over
the last 11 years for both prograns is around $350 mllion.
Around 60 percent of that is dedicated to the State of Al aska
through the AEA;, the remmining balance has over tine been
dedicated to Alaska Village Electric Cooperative (AVEC) and
other direct grants to entities that for whatever reason are not
under the NEA process. She enphasized that it is inportant to
realize that other entities outside of the state program have
substantial needs and are receiving funding from the Denali
Comm ssion al so; these needs mght even be a little bit greater
t han what they are projecting.

M5. DAN ELS said the Commssion is in discussions with the US

Coast Guard and the EPA regarding the remaining infrastructure
needs and ways to take different approaches in rural Al aska.
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When the Conmi ssion began a lot of projects were at the highest
need in terns of replacenent or upgrade in the higher performng
communities. But now, the nost challenging conmunities are |eft.

4:32:52 PM

M5. DANIELS switched to the energing technology program She
explained that the Energy Policy Act of 2005 established new
authorities for the Denali Comm ssion - one of which put the
enphasis on alternative and renewabl e energy; but appropriations
didn't acconpany that authority. Yet the comm ssioners elected
to dedicate funding to a new program that didn't have a nane at
the time, but it was the first step to what is now the Renewabl e
Ener gy Fund under AEA

4:34:10 PM
She related that the Commi ssion dedicated $4 million to identify
a few projects outside of that and it has also dedicated close

to $8 mllion to emerging technol ogies over the last two years.
In the sumrer of 2009 the conpetitive process involved a two-
phase solicitation. Criteria in it i ncl uded research

devel opnment or denonstration projects in Alaska that had a
reasonabl e expectation to beconme comercially viable within five
years or less. These pilot projects had to be replicatable
el sewhere in Al aska.

M5. DANI ELS said a review panel was forned and used to vet those
projects. ACEAP did not serve on the panel but did observe the
face-to-face presentations. She enphasized that ACEAP did not
i nfluence the decision making process whatsoever. She said they
received 50 proposals totaling $29 mllion in funding requests.
They narrowed the proposals down to 15; 9 were selected from
those; 5 were actually asked to reduce their budgets or to cone
up with additional match and all 5 were able to do so.

4:36:41 PM

She stated that the conflicts of interest on behalf of the
committee nmenbers were handled on a case-by-case basis. Menbers
either abstained from deliberation or in sonme cases left the
room depending on the nature of the decision. The conflicts are
docunmented through mnutes. In ternms of admnistration, she
said, the Denali Comm ssion renmains neutral. It's inportant that
ACEAP remains involved from a data collection and reporting
standpoi nt, and she reported that they were able to keep within
the admi nistrative cap of 5 percent.

M5. DAN ELS noted that all stakeholders are working together to
make this work; the Denali Commission has $2.24 mllion
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dedicated to the programin its plan. However, the conm ssioners
want the state to see this as a priority or they will reallocate
the funding to other prograns.

4:38: 44 PM

She said that bulk fuel funding is in the work plan in the
amount of just under $9 nillion; $10 million is marked for rural
power system upgrades - for a total of $20 million for energy

infrastructure in Al aska.

4:39: 03 PM
SENATOR WAGONER asked what the future for federal funding is for
t he Denal i Conmi ssi on.

Ms. DANIELS replied that their federal funding is declining. The
work plan is based on the nost optimstic outcone for FY10 and
their budget is only $60 mllion - down from $150 mllion in
2005 - and it's fair to expect that to continue. So, it's
inmportant for the state to be invol ved.

SENATOR WAGONER asked if they had considered setting up an
enterprise fund for the future nmaintenance of the rural bulk
fuel facilities. So if nmoney is not available through a state or
federal grant the facility could still be maintained.

M5. DANI ELS answered that a business plan is required to receive
funding, and that includes a repair and renovation fund.

4:42:18 PM

BRIAN HI RSCH, National Renewable Energy Laboratory (NREL),
reviewed his professional background and credentials in the US
and in Alaska. He said that NREL is the nation's premer
governnent -owned | aboratory focused exclusively on energy
efficiency and renewable energy and it is based in Col orado.
Traditionally, it has been research based and focused on high
tech solutions. For instance, they are involved in devel oping
sophi sticated coatings for solar panels that will ideally becone
even nore cost effective and produce | ower-cost power.

He said those inventions have contributed to the US
technol ogical |ead over the years, but over the |ast decade or
so these kinds of solutions have | acked focus. Now NREL and rnuch
of the Departnent of Energy have refocused on what is called
"Integrated Deploynent," a fancy phrase for "boots on the
ground” to nove projects forward.
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MR HRSCH said that typically NREL doesn't have satellite
offices like it does in Alaska. Their Antarctica operation is
not a full office, but its technology solutions program is
focused on sone of the sanme chall enges Al aska faces. But in nany
ways Alaska is already a world leader in sone of these
technologies - in particular, activities in high penetration
wi nd/ di esel systens, conbined heat and power for bionass,
enhanced geothermal energy storage of various types, tidal and
hydro kinetic energy technologies, and winging the |ast
possi ble bit of energy fromdiesel fuel.

4:48: 59 PM
He drew their attention to a recent federal grant solicitation
that provided over for $1 billion for smart grid technol ogies to

49 states. The only state that did not receive noney was Al aska.
The point here is not that anybody was out to get Al aska, but
that the challenges are so different here that Al aska didn't
really fit their grant criteria and got overlooked. That |ed him
to believe that Al aska needs to take care of itself and solve
its own problens.

MR. H RSCH said at the national level a nodel for the Energing
Energy Technol ogi es Fund was inplenented in February; sone know
it as the Stimulus Act or the Anmerican Recovery Reinvestnent
Act. In it the "Advanced Research Project Agency - Energy Act
(ARPA-E)" was nodeled after Departnment of Defense |egislation
that funded very experinmental technologies that had high risk,
but very high potential vyields if they were successful -
recogni zing that these projects wouldn't inmediately |ower the
cost of energy in rural Al aska. Alaska is as extrene as anywhere
in the world wth its tremendous renewable resources in the
summer tine, but a lack of them in the winter. So storage is
huge for either renewable or non-renewable energy sources, and
these are the kinds of opportunities that an Enmerging
Technol ogies Fund would be addressing. The ARPA-E |egislation
has provided $450 nmillion at the national level to |ook at sone
of t hese hi gh-ri sk but hi gh-potential -yield t echnol ogy
sol uti ons.

SENATOR WAGONER asked how the Ruby project worked this summer.

MR HRSCH replied that it worked well for learning a lot; it
had sone basic technical problens that had nothing to do with
the turbine itself. The underwater power cable that brought the
power to shore had a short and didn't produce a |ot of energy,
but they learned a l|lot about inpacts to fisheries and debris
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floating down the river and how to better integrate the power
with the existing |local diesel grid.

4:53:42 PM

SENATOR HUGA NS commented that this bill has great elenments in
it like section 19 on page 13 that talks about the transition
fuel, natural gas, and storage is a nmjor conponent of natural
gas. So, he encouraged people to keep an eye on that ball in the
near and md-term because no matter how nmuch we wsh for
renewabl es and wi sh for them soon, gas is what works now.

4:55:22 PM

CO CHAIR W ELECHOWSKI t hanked everyone for their coments and
finding no further business to conme before the commttee,
adj ourned the neeting at 4:55 p. m
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