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ACTI ON NARRATI VE

8:06: 01 AM

CHAIR CATHY ENGSTROM MJUNQZ called the House Conmmunity and
Regi onal Affairs Standing Committee neeting to order at 8:06
a.m Representatives Foster, Austerman, Dick, Saddler, Gardner
Cssna (via teleconference), and Munoz were present at the cal

to order.

Overview. Al aska Energy Authority

8:06:16 AM

CHAI R MUNQZ announced that the only order of business would be
an overview of the Al aska Energy Authority.

8:07:26 AM

SARA FI SHER- GOAD, Executive Director, Alaska Energy Authority
(AEA), Departnent of Commerce, Comrunity & Econom ¢ Devel opnent
(DCCED), began by noting other staff that are on line. She then
informed the commttee that she has been with AEA and the Al aska
| ndustri al Devel opnent and Export Aut hority (Al DEA) for
approximately 10 or 11 vyears. She noted that in her oprior
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capacity as deputy director she was the legislative liaison for
AEA and Al DEA. Ms. Fisher-Goad further informed the conmittee
that she has a Bachelor's degree from the University of Al aska
Fai rbanks (UAF) and a Masters from the University of Al aska
Anchorage (UAA). She opined that it's going to be a challenging
and exciting tine to be the executive director of AEA Ms.
Fisher-Goad then turned attention to the presentation,
specifically slide 2 entitled "AEA's M ssion: Reduce the Cost of
Energy in Al aska". The AEA nmanages several prograns and
proj ects. In fact, AEA has been the |ead agency for statew de
energy planning, developed large infrastructure, assisted rural
comunities, reduced energy waste and use |ocal resources, and

fi nance projects. She pointed out that AEA owns the Bradley
Lake Hydroelectric Project and the Al aska Intertie. As sonme may
have heard, AEA is interested in pursuing the Susitna
Hydroel ectric project. The Susitna Hydroelectric Project was

one that had been developed in the 1980s and recently AEA
received a decision docunent that has recomended the Susitna
Low Watana Project be pursued in the Railbelt area. The
assistance to rural comunities has been with the power cost

equal i zation (PCE) program tank farm and power system
construction, and training to support |ocal operators in rural

comunities.

8:11:49 AM

REPRESENTATIVE DICK inquired as to the details between Susitna
and Chakachamma that resulted in choosing the Susitna project.

MS. FISHER-GOAD explained that last year AEA received a $10
mllion appropriation to evaluate several projects, including
the Susitna Hydroelectric Project and the Chakachama Project.
The appropriation legislation specified that if a project had a
"fatal flaw," then the funds should be utilized for the project

that made nore sense. She noted that AEA has about 3,000
docunents regarding all the studies perfornmed on the Susitna
Hydroel ectric Project. The Chakachamma Project had significant

environnmental issues that would require further study, although
they weren't necessarily a fatal flaw Therefore, it becane a
risk analysis to determne which project mde sense to nove
f orward. To learn nore about Chakachamma and its issues would
require an expenditure of about $30 mllion. Furthernore, to
address the environnental issues a significant flow reduction
would be required in order to permt and l|license the project.
Therefore, to neet the state's goal of producing 50 percent of
the state's electricity with a renewable energy source by 2025,
the Susitna Hydroelectric project made the npbst sense. She
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noted that the prelimnary docunment with the details of this
choice is on AEA's website.

REPRESENTATI VE DI CK expressed concern with resource devel opnment
in Western Alaska. He opined that he would rather consider both
[ projects] versus an either or situation. He also nentioned the
Donlin Creek situation.

MS. FI SHER- GOAD said she would be happy to discuss those issues
further with Representative Dick.

8:15:38 AM

M5. FISHER-GOAD returned to her presentation and reviewed the
ways in which AEA seeks to reduce energy waste and use |ocal
resour ces. The aforenmentioned is acconplished through energy
efficiency, bi omass, geot her mal , hydroel ectric, and w nd
projects. She noted that AEA al so finances projects through the
Renewabl e Energy Fund, Energy Tech Fund, the Bul k Fuel Revolving
Loan Fund, and the Project Power Fund. She then noved on to
slide 3 entitled "Statewde Energy Planning,” which Ilists
several initiatives regarding energy planning over the years.
The prior executive director of AEA was instrunental in putting
together the Alaska Energy Pathway, which relates |ocal
informati on communities can use when developing their own | ocal
resour ces. The Rural Energy Plan was produced in 2002. She
pointed out that nobst recently, AEA is working on energy
statistic updates in order to have good data available for
comunities and utilities. The AEA is commtted to perform ng
regul ar updates, at |east every other year. The AEA has been in
partnership with the Departnent of Natural Resources (DNR)
regarding the Al aska energy inventory. The maps at the bottom
of slide 3 were developed with information from DNR and AEA s
staff in order to identify the location of energy resources in
Al aska. Referring to slide 4 entitled "Al aska Energy Pathway, "
she informed the committee that AEA is reviewing regional and
community planning and project devel opnent. This year the
effort is to work on a regional level to help communities and
the regions of the state develop projects that make sense, which

are projects that develop and use |ocal resources. She then
directed attention to slide 5, which relates nore details
regarding the Al aska Energy Inventory. Moving on to slide 6

entitled "Regional Energy Plan," she explained that the Rail belt
I ntegrated Resource Plan (I RP) was sponsored by the state while
AEA, Railbelt utilities, and other stakehol ders devel oped a |i st
of projects that make sense to pursue for the Railbelt region.
The IRP helps establish the estimated costs of these projects.
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Ms. Fisher-Goad opined that it has been an extrenely conplicated
effort, particularly since the utilities have cone together and

formed an organization for regional projects. Referring to
slide 7, she informed the conmittee that the Southeast IRP is
currently underway. Al though the process is simlar to that

undertaken with the Railbelt, Southeast is a bit different due
to the lack of [connected road] transportation in the region.
The AEA is working with the Southeast Conference to help
identify a regional approach in terns of projects that nake
sense for the Southeast region and specific communities in the
region.

8:21:13 AM

REPRESENTATI VE FOSTER rel ated his understanding that the Al aska
Rai | belt Cooperative Transm ssion and Electric Conpany (ARCTEC)
is conprised of five of the six Railbelt wutilities. He
requested a general assessnment of ARCTEC in terns of having one
Rail belt utility not involved in the organization.

M5. FISHER-GOAD deferred to M. Strandberg who has been nost
i nvol ved with ARCTEC.

8:22: 08 AM

JI' M STRANDBERG, Project Manager, Alaska Energy Authority (AEA),
Department of Conmmerce, Community & Economic Devel opnent,
Muni ci pal Light & Power (M&P) has a business structure of a
municipality; it's an enterprise organization that's part of the
overall Minicipality of Anchorage business. The entities in
ARCTEC are electrical cooperatives that worked hard to devel op
an approach with which they all agreed. However, M.&P faced
real limtations joining ARCTEC in ternms of M&P s tax exenpt
st at us. M. Strandberg related his understanding that all the
utilities continue to talk and M.&P has been at the neetings,
which have had a collegial atnosphere. In response to
Representative Saddl er, M. Stranberg clarified that the
muni cipality has the ability to obtain tax exenpt financing.
However, one of the bond conditions is that the benefits of
those funds have to flow directly to the people of the
muni ci pality. If the benefits stray from the people of the
muni ci pality, then the tax exenpt status is in question.

8:24: 47 AM

CHAIR MUNQZ turned attention to Southeast planning efforts and
the fact that the Canadian governnent is noving forward with the
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extension of the Northwest power line to within about 20 mles
of the Al aska-Canadi an border near Wangell. She inquired as to
how M. Strandberg foresaw the relationship wth Canada.

VR. STRANDBERG confirmed that [ AEA] does want to Kkeep

communi cati on open wth Canada. In fact, there are colleagues
with whom AEA has nmintained contact with over the last three
years. The concept of the potential for inporting energy has
been discussed by those in Southeast. The entities with which

AEA has had contact are BC Hydro's business devel opnent group
and Power X, which is BC Hydro's power nmarketing entity.
Furthernore, AEA has mmintained a close connection with the
Al aska- Canada Energy Coalition (ACE Coalition) in Southeast
Al aska.

CHAIR MUNQZ inquired as to the rate on the Canada side.

MR. STRANDBERG answered that there are various rates. He
offered to obtain the specific rate of the power being bought
and purchased by Power X

CHAIR MUNOQZ related her wunderstanding that the rate on the
Canada side is quite |ow She acknowl edged the export
potential, but suggested there could be the opportunity for
import potential as well as the ensuing devel opnent.

MR. STRANDBERG noted that the aforenentioned has been part of
the Sout heast |IRP process to actively evaluate the inpacts of an
electrical intertie with Canada's system and the ability to
i mport inexpensive energy into the region for the benefit of the
rat epayers.

8:27:28 AM

M5. FISHER-GOAD, returning to her presentation, told the
conmttee that AEA's regional efforts also include working wth
the University of Al aska and the Denali Comm ssion to coordinate
support. The current focus is on the Yukon-Kuskokwi m Delta and
the Interior. Wth the devel opnent of the Energy Pathway, AEA
doesn't want to have a plan that isn't used. The desire is to

continue to provide the technical assistance for |ocal
communities and regions wth respect to how to take a plan and
develop the projects. Referring to slide 9 entitled

"Infrastructure and Large Projects,” M. Fisher-Goad explained
that the Bradley Lake Hydro Project is a great nodel project.
The state contributed approximately 50 percent of the costs to
build the project, which produces 10 percent of the energy in
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the Rail belt area. Furthernore, the Bradley Lake Hydro Project
is currently the | ow cost energy producer. Although the Susitna
Project financing wll definitely garner discussion, t he
[Bradley Lake Hydro Project] concept of state ownership and
utilities paying a portion of the cost through a power sales
agreenent is a valid nodel to use. There are sone things that
could be done in the 1980s that couldn't be today. However, she
poi nted out that although the bonds for the [Bradl ey Lake Hydro
Project] wll be paid in about 10 years, the utilities are
obligated to continue to pay the state for another 20 years in
roughly the anmount of the debt service. "It's sonmewhat of a
recouprment of the capital contributions that the state put in up
front, receiving that on the backend of the project,” she said.
She then turned to the Alaska Intertie, which is wholly owned by
the state through AEA and is operated by the Railbelt utilities.
Currently, the Alaska Intertie agreenent is under renegotiation

She clarified that the Alaska Intertie wasn't financed by debt,
but rather through cash capital appropriations. The Al aska
Intertie is the way in which the Interior and the CGolden Valley
El ectric Association (GVEA) receives Bradl ey Lake Hydro power.

8:31: 02 AM

REPRESENTATI VE FOSTER related his understanding that the
financing of the Bradley Lake Hydro Project was 50 percent from
the state and the remaining 50 percent from the ratepayers. He
inquired as to how the state contribution was funded.

VB. FI SHER-GOAD related that there were a series of
appropriations that AEA received to nove forward wth the

construction of the Bradley Lake Hydro Project. She noted that
arbitrage earnings on bonds were used to help pay for
constructi on. However, the aforenentioned is no |onger
avai l able due to tax code changes in 1986. At the point the

Bradl ey Lake Hydro Project was going to be funded by bonds,
power sales agreenments were developed with the wutilities in
order to have the revenue to pay for the project. She rel ated
her understanding that they're general obligations of AEA with a
nmoral obligation of the state. Still, [per] the power sales
agreenent, the utilities pay for the debt service of the bonds.
The debt service anpbunts to about $12 nmillion annually. She
noted that AEA's prelimnary decision docunment includes a
detail ed description of the concepts that could be used with the
| arge Bradley Lake Project as well as limtations by which [the
Bradl ey Lake Hydro Project nodel] my not work. In further
response to Representative Foster, she agreed to provide the
af orementi oned docunent .
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8:34:21 AM

VB. FI SHER- GOAD, in response to Representative Saddler,
clarified that for the Bradl ey Lake Hydro Project the state paid
50 percent through appropriations to AEA and the remaining 50
percent was through bonds paid for by the utilities. She noted
that the earlier nentioned docunent includes a schedule wth
regard to the state's contributions and the debt service.

8:35: 03 AM

REPRESENTATI VE DI CK directed attention to slide 8, and inquired
as to the details regarding AEA s regional energy plans focus on
t he Yukon- Kuskokwi m Del t a.

8:35:34 AM

M CHAEL HARPER, Deputy Director, Rural Energy, Al aska Energy
Aut hority (AEA), Departnent of Comerce, Community & Economc
Devel opnent, said that AEA has worked wth the nmjor
st akehol ders in the region, including the Association of Village
Council Presidents (AVCP), AVCP Housing, Yukon-Kuskokwim Health
Corporation, Calista Corporation, and Al aska Village Electric
Cooperative, Inc. (AVEC. He noted that AVEC is the major
utility in the region as it serves 23 of the 56 villages in the
regi on. M. Harper then explained that [AEA's] notion is to
review other reports that the legislature has already funded
There are at |east 15 such energy reports, the list for which he
offered to provide to the conmttee. Those reports discuss ways

in which to produce |ess expensive power. He infornmed the
conmittee that there is a large hydro power potential in
Chi kumuni k, which is |located above the lakes in the Bristol Bay
area and within 110 or so mles of Bethel. There have been

studies on the potential at Chikununik, including a recent study
from Montgonery Watson. The potential at Chi kunmuni k woul d power
Bet hel and the surrounding 15 communities. Al though AEA is
pursui ng the Chikumuni k potential, nore resources are necessary
to ensure the information is up to date.

8:38:11 AM

REPRESENTATIVE DICK inquired as to whether anything is being
done for the md Yukon region, such as for Galena or Kaltag.

MR. HARPER replied yes, and informed the commttee that AEA has
partnered with the University of Al aska Fairbanks Al aska Center
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for Energy and Power (ACEP) for the last two years to devel op an
[energy] plan for the Interior. He explained that AEA provided
funds through ACEP that has partnered with the Tanana Chiefs
Conference (TCC) to begin the planning for alternative and

renewabl e energy sources in the Interior. There are biomass
possibilities in the Interior, such as the Tok project that he
said holds great prom se. Wnd energy is very limted in the
Interior as hydro seens as well, but heat recovery systens may

be beneficial, he rel ated.
8:39: 37 AM

REPRESENTATI VE FOSTER rel ated his understanding that M. Harper
mentioned hydro in Representative Dick's area. He then asked if
there's a sunmmary sheet regarding hydro in nore Arctic
envi ronnent s.

MR. HARPER offered to research that. He noted that AEA has good
reports regarding the Yukon-Kuskokwim Delta, but there aren't
simlar reports for the Northwest area. However, he noted that
AEA has received a letter from Kawerak, Inc., and there is the
desire to nove forward with regional energy planning in the
Nort hwest and None areas.

8:40: 39 AM

M5. FISHER-GOAD, referring to slide 11 entitled "Infrastructure
and Large Projects,” informed the commttee that the Susitna -
Watana site is expected to generate 50 percent of the Railbelt
ener gy. At this point, there would seem to be a mninal

fisheries inmpact and it would provide a long-term stable price
of energy for the Railbelt area. She then turned attention to
slide 12 entitled "Rural Energy Construction.” She related that
since 2000 AEA has partnered wth the Denali Commi ssi on
initially to fund the construction of bulk fuel tank farns.
Rural conmmunities need a year's supply of fuel delivered because
there typically isn't a delivery systemthat allows the delivery
of a mnonthly or daily supply as is the <case in larger
comuni ties. Therefore, tank farnms are necessary. Many years
ago the Environnental Protection Agency (EPA) and the U S. Coast
Guard were concerned with the state of the tank farnms and there
was concern with regard to possible fuel spills. The Denal

Comm ssion was funded to lead [an upgrade of the bulk fuel tank
farms and rural power systens] and AEA becane the primry
partner. The AEA spent hundreds of mllions of federal funds in
rural Alaska to upgrade tank farm projects. To date, 67 bulk
fuel tank farm projects conpeted, another 9 projects are in
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progress, and 29 projects renain. The Denali Commi ssion
requires sustainability criteria in order to ensure a community
will be able to maintain the infrastructure. O those 29
projects remaining, typically there may not be the capability
for coomunities to nove up the list and construct a project. To
date, 48 rural power projects have been conpleted. The
power houses include the electrical distribution and there are
integrated systens to ensure there is heat recovery capability.
Depending wupon the community, there is integration wth
hydroel ectric. Currently, 16 of the aforenentioned projects are
underway and 45 renain.

8:44:29 AM

REPRESENTATIVE DICK inquired as to who owns the bulk fuel tank
farm projects once conpl et ed.

MR. HARPER expl ai ned that AEA works with those in the conmunity,
including a wutility or small cooperative, schools, and the
village/city council. The goal is to form a cooperative of
sorts to operate the bulk fuel tank farmonce it's constructed.

REPRESENTATI VE DICK related that he has heard concerns from
private enterprises in conmunities that feel as if they're
conpeting agai nst federal dollars.

MR. HARPER said that it's not AEA's intent to put a private
busi ness out of business, and therefore AEA takes great efforts
to avoid such. He offered to speak with Representative D ck
regardi ng any probl ens.

8:46:48 AM

REPRESENTATI VE Cl SSNA asked if there has been any cost analysis
regarding what's occurring in snmaller comunities. Many of the
smal l er communities she has visited have energy systens that are
far too conplex for the locals to operate and thus have very
little oversight of the equipnent. She related her observation
that there have been |l arge expenditures on the infrastructure in
conmuni ti es. Furthernore, review of the health costs in these
communities illustrates a disconnect between what's really
happening in communities in terns of the large anount of funds
going in for diesel requirenents and not enough help to the
community to start private [energy] businesses. She questi oned
whether there is a way to rank communities by their real needs
today and not think big for those small comunities.
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MR. HARPER agreed that these systens aren't sinple to operate,
but pointed out that AEA has a good cadre of wutility managers
for communities wth a population of 50 residents. He
acknow edged that there won't always be a well trained operator
in every instance. However, there is a training program that
AEA has operated for over a decade. Usual ly the Vocational
Training Center in Seward is used to train the bulk fuel tank
operators as well as the power plant operators and now the
renewabl e energy operators to operate the systens in a manner
that will sustain the comunity. Renewabl e energy systens, such
as wind turbines, are being utilized and they're not sinple
systens to nanage. He informed the commttee that AVEC and
Kot zebue El ectric have been in business for about 10-15 years
and are the pioneers with this. Still, the transition from w nd
to diesel is not a sinple operation. The AEA is continuing to
work on that. M. Harper opined that the AVEC nodel works well
for the 53 comunities, which have populations of 1,000 or so,
for which it provides power. Al t hough AVEC isn't involved in
the smaller communities that have 50 or so residents, smaller
cooperatives are able to operate in a sustainable fashion. He
highlighted the Mddle Kuskokwim Electric Cooperative wth
Sleetnute, Stony River, and three small communities as it's able
to operate systens in a sustainable fashion, although the costs
are higher.

8:53: 01 AM

REPRESENTATI VE GARDNER rel ated her understanding that the state
has addressed [upgrades] for about two-thirds of the state's
tank farnmns. She asked if the tank farns that haven't yet been
addressed are nore conplex or nore costly.

M5. FlI SHER- GOAD expl ained that over 10 years ago, AEA and the
Denali Conm ssion developed a deficiency list that ranked the

projects worst to best. She noted that there is a directive
from the Denali Conmssion that specifies when there is a
problem with a particular project, then AEA would nove down the
list. At the peak of using federal funds, there would be a
certain nunber in design, a certain nunber in final design, and
a certain nunber under construction. She likened the
aforenentioned to a pipeline that fed the projects. [ Some of
the problenms] that would cause a project to stall could be
contam nation or land ownership issues. O the projects

remaining on the list, she requested that staff describe those.

8:55:26 AM
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CHRI S MELLO, Program Manager RPSU & BF, Al aska Energy Authority,
Department of Conmmerce, Community & Economic Devel opnent,
informed the commttee that in terns of bulk fuel the remaining
comunities on the list were unable to get the stakeholders to
cone to an agreenent. There has to be a clear grantee and
oper at or. Al t hough some communities require tank farnms, the
village council and village corporation can't cone to an
agreenent . Since a business plan and the participation of the
grantee and stakeholders in that business plan is required, when
they are unwilling to do so the project can't nove forward.
There are sone communities that sinply aren't interested in
participating in this program |In other communities there isn't
a clear grantee as some communities don' t have the
infrastructure and aren't capable of legally entering into a
grant. M. Mello related that there are many conmunities in the
gueue that are waiting for funds. In fact, AEA is currently
wor king wth Al akanuk, which is the first AVEC village in which
AEA has agreed to construct a tank farm The expected date of
conpletion of a tank farm in Al akanuk is 2012. Wth regard to
the rural power systens upgrade (RPSU) prograns there are a
nunber of projects in which the grantees are noving forward very
wel |, although nuch of it is a matter of the availability of
funding. Currently, AEA is working in Angoon and Ruby. |In sone
cases, there are comunities that don't pass due diligence and
may have problens with the Internal Revenue Service (IRS) and/or
bul k fuel loans, and may be unwilling/unable to participate in
t he busi ness pl an.

8:57:52 AM

REPRESENTATI VE SADDLER inquired as the longevity of the bulk
fuel tank farms and the rural power systens.

MR. MELLO responded that the bulk fuel facilities are designed
for a 40-year |ife cycle. Wen this program began, the enphasis
was to reach conpliance with the GOl Pollution Act of 1990.
Al though the aforenmentioned didn't particularly resonate wth
menbers of the community, U S. Senator Ted Stevens called for
sustainability and thus he called for the developnent of
busi ness pl ans. When AEA worked with the comrunities on the
business plans, there was a change in the attitude. The
communities started to view the tank farm as a community asset
rather than a project. The business plan can be as sinple as
two bank accounts: an O8&M account and a repair & replacenent
(R&R) account, which is funded by a surcharge on the throughput
of the fuel in a particular facility. Conmunities contribute to
the R&R account nonthly and it helps pay for large ticket itens,
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such as painting the facility or new fencing. Most of the
communities are fairly loyal to the [R&R account], which extends
the life of the facilities. He highlighted that there has been
an increase in the |evel of best business practices in these
comunities. Therefore, AEA is fairly optimstic that these
facilities will be able to exist for their useful life. He also
hi ghlighted that conmunities are beginning to understand that
these tank farns aren't just a place where they store fuel but
also a tool along wth best businesses practices that wll
enabl e these comunities to manage their bulk fuel inventory to
the greatest econonmc advantage. The aforenentioned, he
remarked, is a huge step forward.

9: 00: 06 AM

REPRESENTATIVE DICK said that he is trying to reconcile the
reality in comunities with this [progran]. He recalled a
comunity in which the state fire marshal closed the |ocal fue

vendor until the tanks net state requirenents. That fuel vendor
couldn't sell fuel to cover his operating costs, nmuch less to
obtain the funds to bring his tank farm into conpliance. He
inquired as to what coul d've been done in that situation.

MR. MELLO expl ained that the fuel vendors in the comunities are
not the grantees, rather the grantee is wusually the village
counci | . However, all the stakeholders are included in the
facility and participate in the same business plan. Ther ef or e,
a fuel vendor that's located in a comunity that's wunable or
unwilling to participate in the program |eaves AEA with little
it can do. He clarified that AEA doesn't enter communities and
sel ect one stakeholder and build a bulk fuel facility for that
vendor as it doesn't neet the economes of scale, rather AEA
[works] for the entire conmunity. He acknow edged that there
are communities in Representative Dick's district that are in
the above discussed category, AEA can continue conversations
with these comunities and the potential grantees regarding
what's necessary to conme together on a project. In sone
communities, AEA hasn't success with the aforenentioned.

9: 03: 38 AM
CHAIR MUNCZ nentioned that today there is an energy conference
at Centennial Hall in Juneau. She then requested nore in depth

information on the Susitna Hydro and Chakachamma proj ects.

[ Chair Munoz passed the gavel to Vice Chair Foster.]
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9:04: 25 AM

M5. FISHER-GOAD, returning to her presentation and slide 13,
provi ded the committee with an exanple of the bulk fuel upgrades
done in Ruby. She then directed attention to slide 14, which
hi ghlights the rural power system upgrades of Tul uksak.

9:05:12 AM

VICE CHAIR FOSTER inquired as to the details of the R&R account
and the effectiveness of it.

MR. HARPER said that upon the creation of the Denali Conm ssion
in 2000 or so, [the R&R account] was clearly addressed in order
to avoid an unsustainable project. A business plan that was
devel oped with the community and all the nmjor stakehol ders was
required. Funds were to be established in order to prepare for
future najor repairs. M. Harper related that AEA is glad these
business plans were required at the beginning of the process
because it's comng to the fore at this point, particularly as
community | eaders change over tine. For the nobst part, the
process is working well, he stated. In response to
Representative Saddler, M. Harper confirmed that theoretically,
the [R&R account] funds would be used to replace the facility
when necessary. However, he acknow edged that it mght not
cover the entire cost of replacenent.

9:09: 25 AM
REPRESENTATI VE Cl SSNA poi nted out that although there is concern

wth regard to sustainability, nost of the facilities and
equi pnent the state is placing in rural Al aska are fueled by

di esel . Even Anchorage is becom ng nore dependent on natura
gas, yet questions remain about the |ong-term success of natural
gas. She recalled that in conmunity council nmneetings [in

Anchorage] the natural gas folks said that other fornms of
renewabl e energy couldn't be considered because the equipnent in
homes nakes it econom cally dangerous to go to any other form of
ener gy. She then recalled that in the past these smaller
comunities used bionmass for thousands of years, but then there
was a shift to petroleum specifically diesel. Representati ve
C ssna opined that the rural and urban worlds don't match [in
terns of energy]. Therefore, she indicated the need to review
nore appropriate alternatives versus maki ng people dependent on
one form of energy.
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M5. FISHER-GOAD related that in terms of rural conmunities and
t he renewabl e energy grant recommendati on program AEA s primary
measure for these projects is diesel replacenent. She opi ned
that through biomass, energy efficiency, and renewable energy
projects AEA is experiencing a significant reduction of diese
being inported into conmunities. Furthernore, AEA is review ng
| ocal long-term solutions for comrunities to neet their |ong-
term energy needs. She opined, however, that it wll always be
a conbination or energy sources in which comunities aren't
conpl etely i ndependent of diesel.

9:13: 51 AM

M5. FlI SHER- GOAD revi ewed AEA' s capital request of $10 million of
state funds, of which $6 mllion would be used for power system
upgrades, $3 million for bulk fuel upgrades, and $1 mllion for
a continuation of the agency's regional planning efforts for
energy projects and planning. Al t hough since the creation of
the Denali Commission there has been a reduction in federal
funds, there has been a commtnent fromthe state to place nore
funds toward these projects in order to nake progress with the

deficiency lists and address the rural energy infrastructure
needs. Returning to the presentation, M. Fisher-Goad turned
attention to slide 15 entitled "Technical Assistance.” She

hi ghlighted that when AEA installs a new system it also
installs a renote nonitoring system and Supervisory Control And

Data Acquisition (SCADA) system The aforenentioned allows
AEA' s technical staff in Anchorage to help troubl eshoot with the
| ocal operator. If an onsite visit is necessary, then AEA staff

woul d be infornmed with regard to how the plant is run. Movi ng
on to slide 16 she infornmed the conmttee that the PCE Program
is an approximately $32 million grant program that AEA operates
in conjunction with the Regulatory Comm ssion of Alaska (RCA).
The RCA establishes the PCE rate, AEA nmanages the funds and
issues the grants to the communities based upon the PCE |evel

The PCE Program is available for comunity facilities and
residents in PCE eligible comunities. She explained that AEA
reinburses the utilities wup to 500 kilowatt hours per
residential customer per nonth, whereas the anount of reinbursed
funds for the conmmunity facilities is based upon a cal cul ation
of the nunber of kilowatt hours and the community's popul ation

The |l ow cost energy enhances the life of rural residents, who
face some very high costs in these small comunities. In fact,
with and without PCE the costs are still significantly higher
than nore urban areas of the state. Referring to slide 17, M.
Fisher-Goad infornmed the commttee that AEA offer various
training opportunities. As nentioned earlier, AEA partners with
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t he Departnent of Labor & Workforce Devel oprent (DLWD) and AVTEC
to help communities send their power plant operators to Seward
for hands on training with the systens and the generators.
Onsite training is also provided. She noted that the operating
budget includes a request for $200,000 of state funds since the
long-tine Denali Comm ssion training funds are no |onger
avai |l abl e. Therefore, the funding request is to nmaintain a
quality training program She then noted that AEA is involved
in various conferences, including the Wnd-D esel Conference in
G rdwod and the Wod Energy Conference in Fairbanks. Wth
regard to wood energy for heat, AEA would like to continue to
focus nore on heat issues since AEA believes it has a relatively
good handle on electricity with the power house and PCE in terns
of good energy efficient systens. However, heating issues are
nore conplicated and they usually aren't a centralized system
She then informed the conmttee that over the |ast several years
AEA in coordination with the University of Al aska Fairbanks has
sponsored the Rural Energy Conference, which will be held in
Juneau this Septenber. Moving on to slide 18, she highlighted
the state's efficiency and conservation goal of up to 15 percent

by 2020. The AEA nmanages the Energy Efficiency (EE)
Conservation Block Guants, which is a $9 nillion federal
stinmulus fund project. The AEA has devel oped the Conmerci al

Audit Program which has received good feedback from the
busi nesses that have applied for that program The AEA has al so
devel oped the Industrial Audit Program which is currently
focusing on the fish processors. She then told the conmmttee
that AEA heads up an EE Conservation Wrking Goup, which is a
partnership of 20 plus organizations. The aforenentioned all ows
AEA to organize with sone of the nonprofits, the comunities

and the wutilities in order to achieve a conprehensive energy
efficiency effort. Directing attention to the nmap on slide 19,
she pointed out that it illustrates where nuch of the funds for
the Energy Efficiency Conservation Block Gants (EECBG are
utilized as well as highlights the Village End-Use Efficiency
Program (VEEP) projects. She noted that sone comunities
receive both EECBG and VEEP funds. The average payback for
these efficiency upgrades is about three years and the savings
reach about $3 mllion per year throughout the state.

9:20: 27 AM

REPRESENTATI VE GARDNER asked if the block grants are only
avai l abl e for private honmes not businesses.

M5. FISHER-GOAD clarified that these are actually community
bl ock grants, a block of Anmerican Recovery and Reinvestnent Act
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of 2009 (ARRA) funds. The community received an anount based on
the size of the community and then there was a block of funds

that were to be distributed to the snmller conmunities. She
further clarified that this isn't residential assistance but
rather nmunicipal and comunity assistance. Each comunity

applied for a grant and developed a plan for what it would use
t he noney.

REPRESENTATI VE GARDNER asked if AEA has discussed the fact that
smal | business owners also want access to the energy efficiency
prograns the state is offering.

M5. FISHER-GOAD answered that AEA has worked wth DCCED
regarding sone type of |oan program for businesses. The audit
program AEA offers is a good start in terns of knowing who is
interested in the program updates. She related that AEA
believes there is a gap in the services to commercial entities,
and therefore it's sonething that AEA is interested in pursuing.
The Sustainable Energy Act that passed in 2010 included a |oan
fund that was retooled to be comercial assi stance for
alternative energy and energy efficiency. The governor's energy
report identifies this matter as sonething that AEA should do.
Al though AEA is interested in working on this program other
itenms, such as the block grants from ARRA funds, are nore of a
priority due to tine constraints. Ms. Fisher-Goad further
related that AEA has determned that [a comrercial energy
efficiency] program is nore appropriate as an AEA | oan program
rather than a programw thin the D vision of Commrerce.

9: 23: 46 AM

M5. FISHER-GOAD, returning to her presentation, noved on to
slide 20 entitled "Renewable Energy Goal: 50% by 2025". She
reviewed the various statewi de prograns and told the commttee
that AEA can fund, through the Renewable Energy Fund, the

f ol | owi ng: permtting, pr oj ect fi nanci ng, and project
managenment. Turning to slide 21, she renm nded the conmttee of
the 2008 passage of House Bill 152, which included specific

selection criteria regarding concentrating the funds in high
cost areas, mtching funds, and a statewi de balance for the
funds avail abl e. There is an advisory comrmttee that helps
devel op the program and nmake recomrendati ons regardi ng where the
funds should go. She highlighted that $150 mllion has been

appropriated for the first three rounds. For round 4, AEA
recommends approximately $37 mllion worth of projects. Wth
regard to the Renewable Energy Fund funding, the pie chart on
slide 22 illustrates the wvarious funding for the various
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renewabl e energy sources. She pointed out that much of the
funding is going toward wi nd and hydro projects. The graph on
slide 23 relates the estimated cumul ative fuel savings for the
renewabl e energy funded projects. For rounds 1-3, the estimted
fuel savings is about 6 mllion gallons of diesel per year,
which would seem to be a good neasure. Ms. Fisher-Goad then
turned to slide 24 "Energing Energy Technol ogy Fund,"” which was
AEA's newest initiative and it was also in the 2010 sustainable
energy act. The energing energy doesn't only include renewable
resources as it includes oil and gas. The goal is to expand
energy sources available to Al askans, she stated. There is $4.8
mllion available and proposals are due March 2nd. The advisory
commttee established for energing energy technology is a
techni cal advisory conmmttee, which will be intimately invol ved
in making recommendations regarding which projects should be
pur sued. Ms. Fisher-Goad then pointed out that the next few
slides provide exanples of projects that are on |line and include
information regarding fuel displacenent. She enphasized that
information is inportant as is continuing to work with grantees,
even after a project is constructed, in order to ensure that
projects are successful and there are returns. Furt her nor e,
this information is helpful in terms of determning what
projects to fund in the future.

9: 28: 25 AM

VICE CHAIR FOSTER suggested that the renmainder of the slides
could be reviewed when M. Fisher-Goad returns to review the
Susitna versus Chakachamma proj ects.

9: 28: 56 AM

M5. FI SHER- GOAD t hen quickly reviewed slides 25-34, which relate
the grant, total project cost, capacity, and fuel displaced for
vari ous projects.

9:29:25 AM

VICE CHAIR FOSTER inquired as to the reason the Denali solar
thermal project didn't result in the expected fuel savings.

9:29:44 AM
PETER CRIMP, Deputy Director, Alternative Energy & Energy
Efficiency, Alaska Energy Authority, Departnment of Commerce,

Community & Econom c Devel opnent, answered that there seemto be
problenms with distribution for the Denali Solar Thermal project.
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Therefore, it could be a need to technically work out the bugs.
M. Cinp clarified that AEA isn't saying that the Denali Solar
Thermal project is a bad project but rather nerely relating the

statistics. The AEA is working with GVEA to deternmne the
pr obl em

9:30: 24 AM

M5. FISHER-GOAD, in closing, nentioned that M. Harper has
decided to retire the end of April and she wanted to publicly
recognize his work and thank him She characterized his

retirement as a |l oss to the agency.

9:32: 02 AM

REPRESENTATI VE GARDNER, for response at the next hearing,
inquired as to why the wind turbines on St. Paul [|sland haven't
been used.

9:32: 29 AM

ADJ QURNVENT

There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:32 a.m
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