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ACTI ON NARRATI VE

3:34:28 PM

CO CHAIR WELECHOWNBKI called the Senate Resources Standing
Commttee neeting to order at 3:34 p.m Present at the call to
order were Senators Huggins, Wgoner, French, Stedman and
W el echowski . Senator M QGuire was excused.

SB 220- ENERGY EFFI Cl ENCY/ ALTERNATI VE ENERGY

3:35:29 PM

CO CHAIR W ELECHOWSKI announced SB 220 [version 26-LS1197\C was
before the commttee] to be up for consideration. He said the
commttee substitute (CS) was a product of nany discussions with
the administration on inplenmenting the provisions. He thanked
the menbers of the administration for their willingness to work
so intensively with staff.

SENATOR FRENCH noved to adopt CSSB 220(RES) [version 26-
LS1197\K]. There were no objections and it was so ordered.

3:36:12 PM

M CHELLE SYDEMAN, aide to Co-chair Welechowski, said that she
and M ke Pawl owski, aide to Co-chair McCGuire, would explain the
commttee substitute (CS) to SB 220. To begin she said Section
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1 is sinply the short title and it has no change - it remains
the Al aska Sustainable Energy Act. Section 2 had the first
change and was initially a policy statenment suggested by a
st akehol der group representing diverse interests pulled together
by the House Energy Committee. The statenent used to be towards
the mddle or the end of the bill and it was going to be in
statute. In a neeting facilitated by the Governor's |egislative
director, several representatives from the Departnment of Law
cautioned them against putting the policy in statute because
many of the goals were "aspirational” and mght not be easily
met. The DOL representatives said the state could be held to
some of those goals and could be sued if for some reason those
goals weren't nmet. So, that section was pulled into the

begi nning of the bill as uncodified | aw and intent |anguage.
3:38:40 PM

M KE PAW.OABKI, aide to Senator MCGuire, said the previous two
section items on page 2, lines 5-6, and page 2, line 21, were

the step goals for energy efficiency of 10 percent and 15
percent (on lines 5-6). The goal of 50 percent renewabl e energy
was on line 21. They were originally included as distinct itens
t hat have now been rolled into the policy section of the bill.

SENATOR STEDVAN said he was concerned that they didn't just pick
nunbers out of the sky.

M5. SYDEMAN responded that nany states had set goals and sone
were set nmany years ago, so they |ooked at what other states
were able to achieve. They also would reference later a pilot
project just carried out by the Anchorage School District in
whi ch they achieved significant reductions in gas and electric
use. Both the House and Senate staff felt these goals were
achi evabl e during this tinmefrane.

SENATOR STEDMAN said he was still concerned that the goals were
solid because he thought as the state goes forward energy
consunption would increase along with the efficiencies.

3:40: 52 PM
CO CHAIR W ELECHOABKI asked for docunentation by the next
nmeeting on why that figure was used.

MR. PAW.OWNSKI responded that simlar concerns were expressed by
the Departnent of Transportation and Public Facilities (DOTPF)
and other agencies, so on page 2, line 6, the year 2010 was
established as a zero baseline to neasure from
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M5. SYDEMAN clarified that they did refer to the fact that they
would need to account for growh in population and economc
devel opment in the energy efficiency goal on page 2, lines 6-7.

SENATOR HUGGE NS asked if federal renewable energy policy didn't
i ncl ude hydro.

M5. SYDEMAN responded that was the current state of affairs.

SENATOR HUGGE NS asked why they wouldn't include nuclear, so at a
future date it wouldn't be precluded and soneone would have to
change it.

COCHAIR WELECHOMSKI said this body did pass a resolution
urging Congress to include hydro as a renewabl e resource and the
Legislature and state have been having discussions on nuclear
energy and w |l continue those.

3:43: 14 PM

SENATOR STEDVAN asked what | anguage on page 2, line 29 [(D
creating and maintaining a state fiscal regine that encourages
private sector developnent of the state's energy resources;],
meant .

M5. SYDEMAN replied that |anguage cane from the stakehol der
group, but they could get clarification.

3:43: 57 PM
She said Sections 3 and 4 had no substantive changes.

3:44:. 32 PM

BRIAN BUTCHER, Director, Covernnental Relations and Public
Affairs, Al aska Housing Finance Corporation (AHFC), comrented on
Section 4 that of the $28 mnmillion in stimlus funds they

received last summer, $4 million was earmarked for the
Corporation to develop software to do ratings for residential
homes to expand it to conmercial as well as woirk to begin

educating various conmunities on the issues of energy efficiency
and with the expansion to commercial. The U S. Departnent of
Energy (USDCE) just approved the state plan a couple of weeks
ago.

3:46: 05 PM

CO- CHAIR W ELECHOWSKI asked if he thought working wth
muni ci palities and corporations would hel p make public buil dings
nore energy efficient.
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MR. BUTHCER replied yes. He rem nded them that the Legislature
appropriated $360 million for residential weatherization and the
Home Energy Rebate Program At the tinme they were all aware that
increasing the energy efficiency of residential hones in all
areas of the state is a positive thing, but when you have
schools, other governnent buildings and comrercial buildings
still using a trenendous anount of energy, particularly in Rural
Al aska where it's at the crisis level, it is sonething that they
are excited about noving forward wth.

3:47: 07 PM

MR. PAW.OANSBKI said Section 5, the energy efficiency grant funds
section, was deleted and the new Section 5 is what the old
Section 6, the alternative energy for public works provision,
was in the C version. Changes were nade to this section working
with the DOTPF particularly - the idea being that the departnent
had to predict which energy sources will becone avail able. That
has been removed and it is now I|imted to considering
alternative energy sources in the design phase of a building.
Further, a definition of "construction”" was added on page 4,
lines 12 and 13, so that when a capital project - a retrofit
reconstruction alteration of a building, for instance - that the
requi renent envisioned by this section isn't automatically
triggered by this section.

CO CHAIR W ELECHOWSKI asked the DOIPF representative his
t houghts on Section 5.

3:48:32 PM

JOEL ST. AUBIN, Engineer, Statewde Facilities, Departnent of
Transportation and Public Facilities (DOIPF) DOTPF, said their
concerns on Section 5 were addressed and he didn't have any
conment s.

SENATOR FRENCH asked if he was confortable with "shall consider”
| anguage. He wanted to know how neaningful it was to use it. Ws
it a passing consideration, a day's worth or what?

MR. ST. AUBIN answered that they would take what non-fossil fuel
designs that were in the marketplace into consideration when
designing a facility. It would be nore than a passing
consideration especially if it's adopted into statute.

SENATOR FRENCH asked when the final decision point is reached on
t hat i ssue.
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MR. AUBIN replied that the things they are to consider were

well -outlined on page 4, lines 3-6, that says when the cost is
not nore than a fossil-fuel fired system over the lifecycle of
t he equi prent to purchase, install, maintain and operate.

3:51: 00 PM

SENATOR HUGA NS said when putting elenments (A) and (B) [page 4,
lines 3-6] together a person would al nbst use nothing other than
fossil fuel, because the other systens cost nore.

MR. AUBI N replied that he had no coment on that.

SENATOR HUGGE NS asked again if they could do anything else if
those two elenents are in place, because generally speaking,
systens that have been around for a long tine like fossil fuel
syst ens are relatively i nexpensi ve relative to their
counterparts, which are new The neasurable adverse piece is
that it is hard to put a new systeminto affect.

MR. AUBIN replied that it was difficult to answer his question
but 100 percent of the systens they put in now are fossil-fuel
fired. He didn't have a lot of firsthand know edge about non-
fossil fuel systens. They have a |ess measurable adverse affect
on the environnent and that is the overall goal of the non-
fossil fuel fired systens.

MR. PAW.OABKI said he felt it was inportant to clarify that the
issue was that they consider the entire life-cycle cost of the
i nvestment in deciding which systens to go with.

3:52:47 PM

M5. SYDEMAN went to Section 6 that started out by requiring
DOTPF to establish through regulation a purchasing preference
for energy efficient appliances, equipnment and vehicles. That
| anguage has been pulled back sonmewhat to require that when the
DOA enters into contracts to purchase equi pnment that use energy,
it shall give substantial consideration to the energy efficiency
of the equipnent. The original |anguage referred to energy star
appliances that are used primarily in households rather than in
commercial and business settings, such as State of Al aska
offices. Another issue raised is that nmuch of the information
that is avail able about appliances is not credible; a lot of it
is pronmotional mterial provided by the nmkers of those
appliances. They wanted sone <caveat to wuse credible and
objective information, not just advertising. A third issue was
t hat there are approximately 7-9 purchasing preferences
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currently in state statute and the DOA was opposed to including
a new preference because purchasing is very conplicated already.

3:55: 04 PM

VERN  JONES, Chi ef Pr ocur enent Oficer, Depar t ment of
Adm nistration (DOA), said he also oversees the D vision of
Ceneral Services, DOA and that M. Sydeman was correct about
the issues they had with the previous version. They understand
what is being attenpted in the current version, but he had one
issue with adding the word "substantial" to consideration of
energy efficiency when they consider purchasing equipnent and
when credible objective information is at hand. He thought that
including "substantial" makes this section nore wunclear and
suggested adding "conpared to cost or estimated life span or
functionality. But he suggested that deleting "substantial"”
woul d al I eviate that concern.

M5. SYDEMAN said staff would defer on that issue to the will of
the committee and to M. Jones' 20 years of experience in
purchasing with the state.

3:57:35 PM

MR. PAW.ONBKI said Section 7 used to be Section 8 in version C
and regards the renewabl e energy grant fund. The CS deletes the
idea that the Al aska Energy Authority (AEA) should verify
mat ching funds. The ability to verify matching funds provided
sonme problens for the AEA, but the sponsors felt it was
inportant to stick wth the principle of the section of having
projects that have a financial benefit to the state greater than
t he ambunt of the grant funds received to go forward.

3:58: 25 PM

SARAH FI SHER- GOAD, Deputy Director, Operations, Al aska Energy
Authority (AEA), said she appreciated the change. Their concern
is with verifying the match at the tinme of application, because
sonetimes federal grant funds are pending state or other funds.
She stated that the match requirenents are verified at the tinme
of the grant.

SENATOR STEDMAN went to page 4, lines 20-31, and said the
"average cost of energy for each resident” should maybe have a
speci fic btu-equival ency, because it is hard to conpare the cost
of natural gas in Anchorage to hydro in Southeast or oil out
West. He also hoped the projects using renewable energy grants
woul d show a greater benefit than the cost of the grant.
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M5. GOAD said she could get sone additional information wth
respect to determnation of the high cost areas. Wth respect to
the addition on lines 29-31, she said the AEA already has a
benefit cost review that is significant for their evaluation
process. She pointed out that they were not always talking about
construction projects where a benefit/cost analysis could
clearly be done. A study may have a public benefit, not
necessarily a financial benefit and they evaluate other benefits
for a proposed project and application.

4:01: 36 PM

SENATOR STEDVAN said it appears from the nunbers of current
hydro projects noving forward in Southeast that the cost per Kwh
may be 21-23 cents, which is substantially higher than hydros
that were built several years ago, but that is not too different
t han what Fairbanks is faced with now at 23 cents Kwh.

M5. GOAD agreed that having these evaluation criteria is very
difficult for hydro projects. AEA' s statutory guidance is to
gi ve nost wei ght to hi gh- cost areas W thout defi ni ng
"significant” for regional spreading, for match requirenents and
also now for the benefit/cost evaluation. So they have
established regulations that provide a systematic nmethod to
eval uate projects even though there are a | ot of noving parts.

CO CHAIR W ELECHOMSKI said this is tough to resolve because of
residents in rural Alaska paying outrageous rates while at the
sanme time urban residents have | ow cost energy.

SENATOR STEDVAN said the further they nove off of hydro and w nd
into "it mght work at one particular spot on the planet"” the
nore unconfortable he becones. The state can't afford to have
"upsi de-down projects.”

4:05: 14 PM
CO CHAIR W ELECHOWSKI noted that the bill has separate sections
for different funds.

SENATOR STEDVAN repeated the nore they deviate from proven
technology the nore unconfortable he becones and stated,
"There's enough good projects; we don't have to go out and rol

t he dice."

SENATOR FRENCH asked what |anguage is pointing them away from
proven technologies. This |anguage says "projects that are
likely to have a financial benefit that exceeds the anmounts of
grant funds received."
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SENATOR STEDMAN said he is fine with the |anguage, but he is
concerned about a novenent by sone groups away fromit. He just
wanted themto be cauti ous.

4. 08: 08 PM

M5. GOAD said the regulations that were adopted that further
gui de the renewabl e energy fund recomendati on program require a
project to have reasonable environnmental and technical risk and
t he proposed energy system can reliably produce and deliver the
energy as planned or proposed in an application. She said they
would be providing information to the Legislature regarding
their round three grant recomrendati ons at the begi nning of next
week.

SENATOR FRENCH asked for a list of projects that had been
approved under this section, so he could get a grip on what they
had spent noney on so far.

SENATOR WAGONER said he agreed with Senator Stednman that they
have to be very careful about how far they go. "W've got too
many rabbit trails to run down," he said.

CO CHAIR W ELECHOWSBKI said any guidance nenbers have on
adjusting the | anguage to get to where they are all headed would
be nmuch appreci at ed.

4:10: 45 PM

MR. PAWOWNSKI said Section 8 is conplinentary |anguage to
Section 7. The change from the previous Section 9 in the C
version is the deletion of the specific reference to the word

"economst". It relates to the independent, economc and
financial analysis of the renewable energy fund grant projects -
to fulfill the intent in Section 7.

CO CHAI R W ELECHOWSKI asked if Section 8 was designed to fix the
probl em they were just tal king about.

MR, PAW.ONBKI answered yes.

SENATOR HUGGA NS said it made him a little nervous to designate
two organizations that the Authority can contract with on page
6, lines 16-17, even though they nmay be the perfect
organi zati ons, because it would be limting what they could do.

4:12:22 PM
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M5. SYDEMAN said the new Section 9 is the same as the old
Section 10 with a few changes. She explained this section has to
do with a requirenment that AEA work with communities around the
state to establish a statewide fuel buying cooperative. The
objective is to enable communities to buy fuel at a |lower price
than what they are currently buying it at when they are all
buying separately - even different entities wthin each
community buy fuel separately. They don't achieve econom es of
scale. The new |l anguage clarifies that they are asking the AEA
to facilitate the organi zati on of such a cooperative, not to run
it or to even be a part of it. This is one of the things they
heard when the conmmttee traveled to comunities around the
state. Entities are listed that they thought m ght be interested
in joining such a co-op: local governnents, utilities, school
districts, tribal gover nment s, state agenci es, housi ng
authorities and other interested non-profit entities.

She said they might want to further |ook at whether a village
store or other for-profit entity could participate in the co-op.
Her understanding was that Article 9, Section 6, of the
Constitution mght place sone limts if credit is being extended
by to a public authority like a |ocal governnent. It mght make
it inmpossible for for-profit entities to participate in a fuel
buying co-op. The main intention here, though, is to ask AEA to
contact interested parties to provide technical assistance to
them and help in the organi zati on of such a cooperati ve.

4:14:40 PM
SENATOR STEDVAN said he thought "other interested non-profits”
| anguage on page 5, line 19, was too broad, although he said he

was confortable targeting local governnents, utilities and
schools, the tribal governnment and state agencies. He thought
t hose words should be deleted and the sentence should maybe end
wi th "housing authorities."”

SENATOR FRENCH asked for specific non-profits that mght fall in
this category that they m ght del ete.

M5. SYDEMAN said she put that |anguage in and she was thinking
of public health or community health clinics.

CO CHAIR W ELECHOABKI said they could work on some appropriate
| anguage. He wondered why they wouldn't want to open it up and
be nore expansive rather than | ess expansive.

M5. GOAD responded that the Authority is interested in providing
the technical assistance that would be necessary to help
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communities and entities form a fuel co-op, but their efforts
m ght not result in a statewide fuel co-op. R ght now there is
no barrier for groups of organizations to get together to becone
a fuel co-op. Several years ago they changed their bulk fuel

revolving loan fund statutes to allow a fuel co-op to borrow
funds fromthe Bul k Fuel Revolving Loan Fund for such a purpose,

but except for utility cooperatives that serve severa

communities, there hasn't been any type of fuel co-op that took
advant age of that change to their statutes.

She said they would be nore than willing to put an effort
forward on advertising and providing technical assistance. She
wasn't even sure that it would help find econom es of scal e that
woul d reduce the price in rural conmmunities. Her understanding
is that the cost of the fuel is really the transportation. So a
community further up a river would pay nore than one not as far
up. Even sone |arger utility cooperatives haven't had
necessarily good luck on buying fuel in bulk and delivering it
to several sites.

SENATOR FRENCH asked how the fuel co-op is envisioned to work
and how they actually work in real life. It seens |ike you buy
in bulk - sort of the Wal-Mart approach to life - if you put up
a bi g enough contract you get a break on the price.

M5. GOAD answered that when they had |ooked at changes to the
Bul k Fuel Revolving Loan Fund, she didn't know who approached
them - maybe soneone in Northwest Alaska. She didn't think they
devel oped a cooperative. If they did, they didn't borrow from
t he Bul k Fuel Revol ving Loan Fund.

She said five comunities are interested in conbining to
purchase fuel in bulk. But the one that has the |east expensive
transportation cost will all of a sudden have higher cost if
they are getting a levelized fuel price. One conmunity nay be
subsi di zing another community if they are trying to mtigate
that transportation cost. Maybe a cluster of comunities would
make sense.

SENATOR STEDVAN asked if this could be done already.

M5. GOAD answered yes; entities can already cone together and
forma cooperative.

SENATOR STEDMVAN said with that being the case, he would want to
nove to delete Section 9 [page 5, lines 15-19].
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M5. SYDEMAN added one of the docunents they |ooked at when
witing this section was a report by the Departnment of Comunity
and Regional Affairs a nunber of years ago called "Cooperative
Purchasing: A Wy to Save Wen Buying Fuel for Rura
Communities.” She noted again that the purpose of this section
is to ask AEA to reach out to comunities and assess interest in
this. Wiile conmunities can do this on their own right now,
staff had received calls from them saying they need help doing
it - Qusinkie, for instance.

4:23:58 PM
CO CHAIR W ELECHOABKI said he didn't want to advance sonething
that wasn't needed. If it wasn't needed they would certainly

take it out.

MR. PAW.OASKI went to Section 10, the Emergi ng Energy Technol ogy
Fund, and said substantive changes made to this section fromthe
C version was the transference from the group that Senator
Huggins identified on page 6, lines 16. The Alaska Center for
Energy and Power was the original admnistrator of the proposed
fund, but in the current version it is the Al aska Energy
Authority. The AEA is authorized to enter into contracts wth
the Center and the Institute for Social and Econom c Research to
do the socio-econonmc and technical review of the projects they
will be deciding with the Advisory Commttee to fund or not.

The Advisory Conmittee has been expanded to seven nenbers on
page 6, line 25, through page 7, line 2. The inclusion on page
6, lines 30 and 31, of the National Renewabl e Energy Laboratory
and Arctic Energy Ofice of +the National Energy Technol ogy
Laboratory is because they are seen as being hel pful because
they provide buy-in from the federal |evel and offer expertise
not necessarily available in the state. But choosing federal
agencies to be appointed by the governor presented sone
probl ens, so page 7, lines 6-12, were added to provide in the
case of need for a contingency since the state cannot conpel
federal service enployees to serve on boards or comm ssions. |f
these nenbers were not available it provided a neasure for the
governor to nmake those appoint nents.

4:26:42 PM

SENATOR WAGONER had a problem with requiring degrees in science
or engineering to be a nenber of the cormittee, because he could
think of a lot of people who have had a lot of experience in
power generation, alternative energy sources - geothermal and
wind energy, and they would mss a lot of good qualified
experienced Al askans with that requirenment. He suggested after
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"have a degree in science or engineering"” inserting "also or the
equi val ent of experience in a related field of energy” so the
governor could "be a little creative in his selection.”

4:28:19 PM

MR. PAW.OWSKI said Section 11 is a redraft of the transferable
tax credit section that was in version C In looking at the
original program working wth Robynn WIson, Departnent of
Revenue (DOR), the idea of a transferable credit posed sone
probl enms. He explained that a transferable credit by its nature
has to go through several entities. You have a broker, an end
purchaser; and since the universe of conpani es paying corporate
income taxes is noderately small in this state, they were
worried the dollar being transferred is the same dollar to the
state either direction. So, if the policy goal was to deliver
and incentivize private spending in renewable energy, keeping
that directly to the end person building the project nade a | ot
nore sense than having them go out on market and shop these
small credits around the state where brokers and purchasers
woul d take percentages off of that value. So, section 12 was
redrafted as a sinple refundable tax credit.

He said another mmjor departure from the original version was
that while the credit was available at 15 percent of the Kwh
charged, there was a floor and a ceiling price put on of 2.1
cents and 5 cents. Gven the varying degree of the price of
electricity around the state, this really didn't nake nuch

sense. So, instead of sticking with this floor and ceiling
approach they relied on page 8, lines 29-31, where the limt is
put on the capital expenditure - the inportant caveat to that

10- percent capital expenditure being on |line 31 going to page 9,
line 1. It says a person may not receive a credit for any state
or federal grants they receive for the capital investment -
maki ng the refundable credit available only for private doll ars.
However, since not every nenber of the public is a taxpaying
menber, they inserted on page 8, lines 22-28, a procedure for
the departnent to get a refundable credit to soneone who m ght
not be required to file an inconme tax report. This is the reason
the bill was nodified in the first place to be a transferable
tax credit - as a policy goal. Making it a refundable tax credit
is easier for the departnment to admnister and delivers the
maxi mum benefit of any subsidy to the people doing the
i nvest ment s.

He pointed out on page 13, lines 21-22, Section 23 sunsets this
credit section.
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SENATOR STEDMAN said it seenms abstract because they don't have
any projects in front of them A lot of hydros can be $100
mllion or $350 mllion. What kind of inmpact would that credit
for these projects nmake on the treasury and would this type of
tax credit incentivize construction that would not otherw se be
incentivized. "Show ne that it's not a give-away - that it's a
behavi oral inducenent to change the direction of sonebody."

MR. PAW.OANSKI said that was a very appropriate question, and he
said they would work to bring nunbers back to the commttee on
it. In this section they were interested in making sure that the
nmechani cs work. The actual financial inpact they were |eaving
for higher |evel decisions.

SENATOR STEDMAN asked how nmuch they are talking about in
dol | ars.

MR. PAW.OASKI responded that the 15-percent rate is the nechanic
that determnes the refundable credit in any given tax year.
However, the overall aggregated credits a person can cl ai m under
this section is Ilimted to 10 percent of their capita
investment - the sponsor's intent being that incentivizing
private dollars as opposed to grant funds is inportant in
encouragi ng investnent in renewable energy infrastructure in the
state.

4:34:16 PM

The goal of this section was to attract the private dollars. So
the fundanent al cap is 10 percent of whatever  private
contributions are nmade to renewabl e energy projects.

SENATOR STEDVAN asked if that includes |everaged or just the
equity position.

MR. PAW.OABKI replied that his understanding is that it would
i ncl ude | everaged positions.

ROBYNN W LSON, Manager , Corporate Incone  Tax Di vi si on,
Departnent of Revenue, added that her reading of this |angauge
is that when her division is neasuring the 10 percent capita
investnment, that it would be excluding any state or federal
grants. She wasn't famliar wth the state grant program that
would be relevant, but if she audited this she would try to
ascertain whether a particular contribution was a grant from the
state or not.
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SENATOR STEDMAN asked, for exanple, if they build a $300-mllion
hydro and he goes out and borrows $200 mllion and puts up $100
mllion, would he get 10 percent of $300 million or 10 percent
of $100 million.

M5. WLSON replied that she wasn't certain about the intent
behind the word "grant."™ She could see nobney from a grant
program but she didn't know the intent for subsidized interest.

SENATOR STEDVAN said he nmeant that they wouldn't wuse any
financing conduit from the state - just that the four of them
woul d put up $25 mllion a piece and then go out and borrow $200
mllion nmore. "Wuld the credit be $30 million or $10 mllion?"

M5. WLSON replied that she couldn't speak to intent, but her
readi ng would be that he would be responsible for that debt, so
he would get the benefit of the full anobunt. The phrase about
"ex-state or federal grant®™ wuld be specifically a grant
program

SENATOR STEDVAN said a lot of energy generation try to get
grants and federal help; but a ot of themare financed directly
- for instance, the last hydro expansion in Juneau.

4:37:45 PM

SENATOR FRENCH questioned the dates on page 8, lines 13-16, of
July 1, 2009 because this probably wouldn't go into effect until
July 1, 2010.

MR. PAW.OASKI explained that these dates were left in this
version because the commttee actually took action at the tine
to nove the dates back to July 1, 2009 and the staff didn't feel
like they should change it. The sponsor's intent was to bring
t hose dates back up for conmttee reconsideration

SENATOR STEDMAN assured them that when the bill pops out of its
final version the dates would be in the future not in the past.

MR. PAW.OASKI added that Senator Stednman's point was very
appropriate and something that he would return to the |anguage
about to exclude debt and |everage from the cal cul ation of any
tax benefit. The sponsor's intent is that it should be on
equity.

CO-CHAI R W ELECHOMBKI remarked that Senator Stednman rai sed the

point that has been consistently raised in all the tax credit
bills - that is how to know this is really going to incentivize.
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He asked him to find research or data that could sort of show
themthat it works.

4:39:48 PM

M5. SYDEMAN went to Section 13 [page 9, lines 19-22] which she
said is new and directs the DOA to work towards developing a
standardi zed nmethod of collecting and storing energy consunption
and cost data so progress on reducing energy consunption can be
measured to neet the goal of 15 percent by 2020. The idea was
that state governnent would play a role in that effort and woul d
lead by example. Including this goal would be neaningless
wi thout a way to neasure progress. She said the departnents have
reported that there isn't an easy way to neasure statew de fue

consunption. So they asked the DOA to take six nonths to devel op
a unified approach across state agencies of collecting and
storing this data.

4:41: 05 PM

VERN  JONES, Chi ef Pr ocur enent Oficer, Depar t ment of
Adm ni stration (DOA), commented that the DOA is probably not the
appropriate agency to do this. He explained that DOA nanages a
total of 15 facilities; DOIPF probably nmanages in excess of
1000; it is also the agency that nanages the energy performance
contracts that they enjoy savings from Qher candidates |ike
AEA whose core business is energy related or the Ofice of
Managenent and Budget would be a better choice to coordinate and
collect that data. They have the sane issue with Section 24 that
seens to go along with Section 13.

M5. SYDEMAN clarified that the reason they selected the DOA for
this role is that they really thought how agenci es keep track of
their energy expenditures was an accounting issue; it's not
related conpletely to managenent of public facilities, but
really to any energy expenditure.

4:42:56 PM
MR. JONES said he hesitated to speak for the Division of Finance
which controls their accounting system but his I|imted

knowl edge tells him that many of these agencies don't use the
state accounting system and would probably have difficulty in
capturing the data and reporting out on it. So he maintained the
DOA is still not the appropriate agency to do sonething |ike
this.

4:43: 52 PM

SENATOR STEDVAN said getting the data is a good intent, but he
has trouble even finding how many state enployees the state has
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or how many autonobiles are on the Al aska Marine H ghway that
are nonrevenue. They have trouble getting basic information and
getting this information was beyond that. H's expectations of
the departnment being able to do sonething like this weren't very
high w thout a considerable expense for setting it wup and
running it.

COCHAIR WELECHOWSKI directed staff to work wth DOA  AEA,
DOTPF, and OVMB to see who is best appropriate to do this task.

M5. SYDEMAN went to Section 14 that directs the DOIPF to
consi der energy efficiency when purchasing new vehicles for the
state fleet. She believed they were already doing this, but this
bill requires it in statute.

4:45: 31 PM

MARY SI ROKY, Special Assistant to the Comm ssioner, Departnent
of Transportation and Public Facilities (DOTPF), said the
departnment had no problens with that | anguage, and considers the
phrase "where practicable" gives them the necessary flexibility
to be able to do this.

4:46: 20 PM

M5. SYDEMAN sai d Section 15 makes substantial changes to the old
Section 16 in version C which required DOTPF to retrofit al
public facilities if retrofitting them would result in net
energy savings to the state within 15 years. The departnment said
it was too anbitious of a goal and that nade sense. So, this
version requires DOIPF to retrofit 25 percent of all public
buil dings by 2020 starting with those that are |east energy
efficient and this requirenent is subject to funding being
avai lable. This wversion also requires DOIPF to develop a
systematic process for determning which buildings should be
upgraded to reduce long-term energy costs and it requires DOTPF
to submt a report to the Legislature after consulting with the
DOA detailing the departnent’'s progress in neeting this mandate.

They also have put a |ess-expansive definition of "public
facility" in at the departnent's request. They are only | ooking
at facilities that are larger than 10,000 sq. ft. which
certainly narrows the universe of public facilities. They have
al so excluded facilities that belong to the Legislature or Court
System because there was concern about the executive branch
being able to corral other branches of government. They have
al so explicitly excluded facilities that are leased to the state
over which they have no control and in which they would not
i nvest state funds.
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SENATOR WAGONER said it doesn't matter which departnment or which
branch of government owns the building, it's still owned by the
state. If the DOIPF was going to do this work, he wanted a
report fromthemas to what their adm nistrative overhead charge
would be to see if it wouldn't be better to go out to private
engi neeri ng conpani es.

MR. ST. AUBIN responded that he would have to work on a fiscal
note for this, but DOIPF's public facilities' overhead, in
general, runs | ower than the highway section's.

CO CHAI R W ELECHOWSKI sai d that woul d be hel pful.

SENATOR FRENCH asked how nmany public facilities owned and
controlled by the state would fall under this definition of
10,000 sqg. ft.

MR ST. AUBIN replied that a quick look came up wth 190
bui | di ngs.

SENATOR STEDVMAN asked him to elaborate on the age and |ocation
of these buildings. He enphasized that this is broader than just
DOTPF and he was not excited about DOTPF creating a bureaucracy
to do this versus sourcing it out. He wanted DOIPF to
concentrate on building new roads and maintaining the state's
i nfrastructure.

MR ST. AUBIN said the locations of the buildings are from
Ket chi kan to Kotzebue and age will vary frombuilt last year to
bei ng over 50 years ol d.

SENATOR STEDVAN sai d he wanted a spreadsheet on that data.
MR. ST. AUBIN said he could do that.

M5. SYDEMAN said she didn't know if everyone was naking the sane
assunption they nmade in this section, but much of this work
woul d |i kely be done through performance contracting, not by the
department. She also noted that the Governor has a bill creating
a fund that would take about $18 million in federal stinmulus
funds and use that to leverage up to $250 million that he is
requesting permssion to issue as bonds. Sixty percent of that
noney would be available for retrofitting public facilities. So
they wouldn't include a section like this unless they thought
there was a good possibility of funding being available for it.
The two are very closely Iinked.
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4:52:30 PM

M5. SYDEMAN said Section 16 sinply tasks the AEA and AHFC with
wor ki ng together to annually plan and conduct a public education
canpaign to pronote energy efficiency and conservation. AEA has
al ready begun a public education effort; so this requirenent is
consistent with their intent. They were told by the |[egal
drafters, however, that they don't have explicit statutory
authority for that right now This |anguage provides that
authority. She noted that other jurisdictions that have
i npl enented canpaigns to reduce energy consunption have seen
significant benefits. The Anchorage School District recently
conpleted a pilot program to reduce energy costs in nine
Anchorage schools and docunented a substantial reduction in use
of both natural gas and electricity.

4:53: 39 PM

MR. PAW.OABKI said Sections 17-20 together resurrect the old
alternative energy revolving loan fund in the Departnment of
Commerce. It's a reauthorization and there were no changes from
the C version

4:54: 08 PM

GREG W NEGAR, Director, Division of Investnents, Departnent of
Commerce, Community and Econom c Devel opnent (DCCED), explained
that this fund was created in 1987 and operated for nine years;
it made close to 3000 | oans and was funded with $18 nmillion. The
Legi slature started taking noney out of it in 1987 and passed
| anguage which basically said as funds canme in from | oans those
funds reverted back to the general fund. This piece of
| egislation would renove that |anguage and allow this fund to
operate if a funding source were discovered for it.

MR. PAWOAMSKI said they asked the departnment to run three
scenarios based on different funding levels and this program
theoretically was a net positive to the state over its lifetine.

SENATOR WAGONER asked on page 12, line 23, if the "8 percent and
may not be less than 5 percent a year" interest rate was
reasonable at this tinme.

MR, PAW.ONBKI deferred that answer to M. Wnegar.
4:56: 24 PM
MR. W NEGAR responded that that was a good question. Essentially

when this program operated in the 80s the interest rate was 5
percent for the first $15,000 borrowed and 15 percent for
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anyt hing borrowed in the $15, 000-$30,000 range. The program did

operate successfully; it was funded with $18 nillion and nost of
the |l oans went out at 5 percent. The average |oan was around $8-
9000. About $24 mllion canme out of the fund over that nine-year

period. It actually cash flowed at a 5-percent interest rate.
The idea here was to provide as low a rate as possible, but at
the sanme tinme have it be a successful program over tine. That is
where the 5-8 percent range cane in, but that could be adjusted.

SENATOR WAGONER asked if higher risk projects would have the
hi gher interest rate.

MR. WNEGAR answered that essentially their decision is not
based on risk, but on what rates do in the market which would be
prime-plus 1 with a floor of 5 percent.

SENATOR FRENCH said it sounds like they were encouraging snal
loans so that they could limt the state's risk in any given
investnment in what was then alternative energy.

MR. WNEGAR replied that he thought that was the thinking in the
80s.

4:58:21 PM

MR. PAW.OASKI said he didn't have his notes on Sections 21 and
22, but Section 23 is the renewable energy refundable tax
credit.

CO CHAI R W ELECHOWSKI asked what Sections 21 and 22 repeal ed.

4:59: 04 PM

BRI AN KANE, Legislative Counsel, Legislative Affairs, said he
t hought they were related to repealing the Alternative Energy
Loan Program so that new | anguage woul d nake sense.

VR. PAWLOABKI  said Section 15 was the retrofits energy
efficiency and energy reports section to conform wth the
pur poses in Section 1.

CO CHAIR W ELECHOABKI said Section 23 was the renewabl e energy
sunset .

5:00: 27 PM

M5. SYDEMAN said Section 25 is new and adds to uncodified |aw
the requirenent for DOIPF to develop a systematic process of
prioritizing the retrofitting of state facilities. That would be
part of the mandate to retrofit. Section 26 is also new and
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directs the Governor to submit a report to the Legislature by
Novenmber 1, 2010, wth recomendati ons about how to structure
state energy program and offices to increase coordination and
operating efficiencies. She thought nenbers were aware of the
fact the House has a bill to restructure energy progranms within
the state and they are sinply asking the Governor to provide
recommendati ons by next year to have the benefit of thinking of
t he executive branch.

5:01:56 PM

CO- CHAIR W ELECHOABKI thanked staff and the admnistration for
all of their work and input; he said they would continue to work
on SB 220 and adjourned the neeting at 5:01 p. m
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