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VEMBERS PRESENT

Senator Lesil McQuire, Co-Chair
Senator Bill Welechowski, Co-Chair
Senator Hollis French

Senator Gary Stevens

MEMBERS ABSENT

Senat or Charlie Huggins, Vice Chair
Senator Bert Stedman
Senat or Thomas WAgoner

COWM TTEE CALENDAR

SENATE BILL NO 203

"An Act relating to a tax credit for a facility to store Cook
Inlet gas for sale and delivery in the state; relating to an
exenption from the oil and gas exploration, production, and
pi peline transportation property tax for a facility that stores
Cook Inlet gas for sale and delivery in the state; and providing
for an effective date.”

- MOVED CSSB 203(RES) QUT OF COW TTEE

SENATE BI LL NO. 277

"An Act exenpting from regulation by the Regulatory Conmm ssion
of Alaska and by nunicipalities generators of electricity from
renewabl e energy resources that sell electricity to regul ated
utilities.™

- MOVED CSSB 277(RES) QUT OF COW TTEE

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
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,
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to the alternative energy revolving loan fund, and to the
renewabl e energy grant fund."

- SCHEDULED BUT NOT HEARD

PREVI QUS COW TTEE ACTI ON

BILL: SB 203
SHORT TI TLE: COOK | NLET GAS STORAGE FACI LI TI ES
SPONSOR(S): SENATOR(s) FRENCH, W ELECHOWSKI

01/ 19/ 10 (S) PREFI LE RELEASED 1/ 8/ 10

01/ 19/ 10 (S) READ THE FIRST TIME - REFERRALS
01/ 19/ 10 (S) RES, FIN

02/ 08/ 10 (S) RES AT 3:30 PM BUTROVI CH 205
02/ 08/ 10 (S) Heard & Hel d

02/ 08/ 10 (S) M NUTE( RES)

02/ 11/ 10 (S) RES AT 3:30 PM BUTROVI CH 205
02/ 11/ 10 (S) Heard & Hel d

02/ 11/ 10 (S) M NUTE( RES)

02/ 25/ 10 (S) RES AT 4: 00 PM BUTROVI CH 205
BILL: SB 277

SHORT TI TLE: PUB. UTILITY EXEMPTI ON: RENEWABLE ENERGY
SPONSOR(s): ENERGY

02/ 12/ 10 (S) READ THE FIRST TIME - REFERRALS
02/ 12/ 10 (S) RES, JUD

02/ 22/ 10 (S) RES AT 3:30 PM BUTROVI CH 205
02/ 22/ 10 (S) Heard & Hel d

02/ 22/ 10 (S) M NUTE( RES)

02/ 25/ 10 (S) RES AT 4: 00 PM BUTROVI CH 205

W TNESS REG STER

KEVI N BANKS, Division Director

Division of Gl and Gas

Depart ment of Natural Resources (DNR)

Anchor age, AK

PGSI TI ON STATEMENT: Provi ded i nfornmati on on SB 203.

M CHAEL PAW.OWSKI

Aide to Senator McCuire
Al aska State Legislature
Juneau, AK
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POSI TI ON STATEMENT: Provided i nformati on on SB 277.

STUART GOERI NG Assistant Attorney GCeneral
Representing the Regul atory Comm ssion of Al aska (RCA)
Depart nment of Law

Anchor age, AK

PCSI TI ON STATEMENT: Provi ded informati on on SB 277.

ACTI ON NARRATI VE
4:07:35 PM

CO CHAIR BILL WELECHOABKI called the Senate Resources Standing
Commttee neeting to order at 4:07 p.m Present at the call to
order were Senators French, McQuire, Stevens and W el echowski .

SB 203- COOK | NLET GAS STORAGE FACI LI TI ES

4:08: 02 PM
CO- CHAI R W ELECHOWBKI announced that the first order of business
to cone before the commttee was SB 203.

SENATOR FRENCH noved to adopt the proposed conmittee substitute
(CS) for SB 203, |abeled 26-LS1114\T, as the working docunent.
There being no objection, version T was before the conmttee.

SENATOR FRENCH said on page 2, lines 10-16, of Version T,
clarify that the Regul atory Comm ssion of Alaska (RCA) will only
regul ate gas storage facilities that apply for and receive a tax
credit. Version T also addresses the Departnment of Revenue's two
concerns regardi ng double dipping. On page 2, lines 24-26 ensure
that a facility receives only one credit at the tine of the
first purchase, construction or acquisition of a gas storage
facility. On page 2, line 29 now reads "an expenditure incurred"”
which is nore famliar and confortable |anguage than "cash
expenditure or a paynent". The provision requiring pre-
aut hori zation of credit on page 3, lines 18-26, of Version P,
was conpletely renoved. A taxpayer will claim the credit when
filing their return. Fi nal ly, the provision anending AS
43.56.210(5) was renoved fromthe bill.

4:11: 53 PM

KEVIN BANKS, Director, Division of GOl and Gas, Departnent of
Nat ural Resources (DNR), Anchorage, comrented that having the
RCA oversee a facility that receives this tax credit is a good
idea. DNR, in dealing with leasing of new storage facilities,
has engaged the applicants with a proposal that they provide
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third party access in exchange for the right to store gas in
state oil and gas leases and that the RCA's fee will be sone
percentage of their cost of service.

4:15: 13 PM
CO CHAIR W ELECHOWSKI asked if the adm nistration supported or
opposed SB 203.

MR. BANKS replied the adm nistration is neutral.

CO CHAIR W ELECHOMNSKI said SB 203 could go a long way to solve
some problems with gas in Cook Inlet. He thanked Senator French
and noted that the CS was before the comrttee wthout
obj ecti on.

SENATOR FRENCH noved to report SB 203, 26-LS1114\T, from
commttee wth individual recommendations and acconpanying
fiscal notes. There being no objection CSSB 203(RES) noved from
t he Senate Resources Standing Conmittee.

SB 277-PUB. UTILITY EXEVMPTI ON: RENEWABLE ENERGY

4:16: 54 PM
CO-CHAIR W ELECHOANSKI  announced the next order of business to
cone before the commttee was SB 277.

SENATOR FRENCH noved to adopt the proposed committee substitute
(CS) for SB 277, |abeled 26-LS1353\P, as the working docunent of
the conmitt ee.

SENATOR W ELECHOWSKI obj ected for discussion purposes.

M CHAEL PAW.OWSKI, Staff to Senator MQ@iire, said changes in
Section 3 [on page 2, version P] respond to concerns about the
size of the projects that could be exenpted from regulation
under SB 277. On page 2, lines 9-10 specify that SB 277 applies
to facilities placed into service before January 1, 2016. On
page 2, line 11 limts the size of the facilities to those
generating less than 65 negawatts of electricity. He said
Senat or Stedman had been concerned about |arge hydro-projects
being built, particularly with state noney, w thout regulation.
M. Pawl owski explained that on page 2, Section 3, paragraph
(3), lines 14-19 state that the exenption from regulation is
appropriate if the facility is not receiving tax credits or
state grants.
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He said the fundanental point of SB 277 is nmintai ned on page 2,
lines 12-13 of Version P. The power sales agreenment between the
power producer and the consuners is regulated at the utility
| evel . The power producer will sell power to a utility and that
power sal es agreenent nust go up for approval by the conm ssion.

4:20:18 PM

He explained that Section 3 [page 2, version P] was also
redrafted to apply to the plant or facility rather than the
per son.

SENATOR STEVENS asked for a point of reference to help
understand the magni tude of 65 negawatt plant.

MR. PAW.OWSKI said nmuch of the larger generation in the Rail
Belt is about 60 negawatts, such as the North Pol e Extension. He
said wunder a provision in the Federal Energy Regulatory
Comm ssion (FERC), an 80 negawatt plant generated from renewabl e
energy can apply for exenptions to regul ations.

4:22:48 PM
SENATOR STEVENS asked how many nmegawatts Bradl ey Lake is.

CO CHAI R W ELECHOWBKI said he believes Bradley Lake is over 100
megawatts. Chakachumma is proposed to be 360 negawatts, Susitna
is proposed to be from 400 to 1600 negawatts and M. Spur is
proposed to be 100 or 150 negawatts. He said SB 277 is contained
to the smaller renewabl e plants.

SENATOR MCCGUI RE said 65 negawatts woul d be around 5,000 to 6,000
househol ds. She said the massive projects are not covered in SB
277, which should ease concerns about I|arge hydro-electric
facilities. She said she worries that the renewable energy
conpanies attracted to Alaska may be discouraged by the RCA
process.

4:25: 14 PM

SENATOR MCGUI RE reiterated that the phil osophy behind SB 277 is
to get as nmuch power produced in Alaska as possible, comng into
the utilities, with RCA overseeing the ultimte contract wth
consuners. An extra layer of government could end up killing a
project. She encouraged commttee nenbers to consider the
br oader question of renewabl e enerqgy.

SENATOR FRENCH asked what the difference is between having the
RCA regulate a facility and having the RCA regulate a contract
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between a facility that produces electricity and the utility
that buys the electricity.

STUART GOERI NG Assistant Attorney GCeneral, representing RCA,
Department of Law, Anchorage, replied that AS 42.05, the Public
Uility Regulatory Act, generally speaks in terns of activities,
such as furnishing electricity, not in terns of facilities. The
process begins with a Certificate of Public Convenience and
Necessity (CPCN) which requires a showing that a wutility
operator is fit, wlling and able to provide the service and the
service is in the public's convenience and necessity. Once
certificated, the wutility files a tariff for approval by the
commi ssion that specifies the terms, rules and regul ati ons under
whi ch service is provided to the public.

4:30: 02 PM
CO CHAIR WELECHONSKI called a short at ease at 4:30 p.m due to
static over the sound system

SENATOR FRENCH asked if the issuance of a CPCN is nore
conprehensi ve than passing on a whol esal e power agreenent.

4:32: 02 PM
CO-CHAIR W ELECHOMNBKI called another at ease from 4:32 to 4:33
due to static over the sound system

4:33:35 PM

MR. GOERING said that a contract for the supply of wholesale
power between a utility and non-regul ated vendor is covered by 3
AAC 52.470(e) which requires that the utility file the contract
with the comm ssion. Prior approval is not required.

SENATOR FRENCH asked how many vendors in Al aska sell electricity
wi t hout having thensel ves applied for and gotten a CPCN

MR. GCERI NG replied that he does not have a firm answer but they
are typically small projects. He said wholesale power sales
agreenents are usually between regulated utilities. The
assunption is that the vendor is unregul ated because these are
smal | er projects. Under existing |law, anybody who provi des power
to a public utility for conpensation beconmes a public utility
t hensel ves and the only way to not be a public utility is if
they are a Public Uility Regulatory Policies Act Qualifying
Facility (PURPA QF). That regulation would have to be revisited
if SB 277 is enacted into | aw.

4:36:31 PM
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CO CHAI R W ELECHOWSKI cl osed public testinony.

4:36: 45 PM
CO CHAIR W ELECHOMNSKI called an at ease from 4:36 p.m to 4:39
p. m

4:39: 30 PM
CO CHAIR WELECHOWNSKI said the conmttee had a conprehensive
list of questions that had been raised by M. Goering, many of
which are legal in nature and better addressed by the judiciary
comittee.

CO CHAIR W ELECHOWSKI renoved his objection and version P was
before the commttee.

4:40:11 PM

SENATOR MCGQUI RE noved to report CS for SB 277, 26-LS1353\P, from
cormittee wth individual recommendations and acconpanyi ng
fiscal notes. There being no objection CSSB 277(RES) noved from
the Senate Resources Standing Conmmttee.

4:40: 35 PM

CO CHAI R W ELECHOWSKI, seeing no further business to cone before
the commttee, adjourned the neeting at 4:40 p.m
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