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CO- CHAIR NEAL FOSTER called the House Special Commttee on
Energy neeting to order at 3:14 p.m Representati ves Foster,
Saddl er, Petersen, Tuck, Oson, and Pruitt were present at the
call to order. Representative Lynn arrived as the neeting was
i n progress.

3:14:34 PM

PRESENTATI ON(S) ON REPORTS REQUI RED BY THE ALASKA SUSTAI NABLE
ENERGY ACT OF 2010.

3:14: 45 PM

CO CHAI R FOSTER announced that the first order of business would
be presentations on reports required by the Al aska Sustai nable
Energy Act of 2010, beginning with the executive director of AEA
reporting on how best to structure state energy prograns.

3:15: 03 PM

OFFI CE OF THE GOVERNOR OR DESI GNEE, "HOW BEST TO STRUCTURE STATE
ENERGY PROGRAMS"

3:16: 06 PM

SARA FI SHER GOAD, Executive Director, Al aska Energy Authority
(AEA), Departnent of Commerce, Community & Econom c Devel opnent
(DCCED), informed the commttee the report from the governor's
office titled "How Best to Structure State Energy Prograns,”
required an exam nation of the powers and duties of AEA and its
relationship with the Al aska Industrial Devel opnent & Export
Aut hority (AIDEA). She said AEA has becone a key agency for the
pl anning of energy infrastructure financing by issuing grants
through the Renewable Energy Gant Fund and Recomrendation
Program and the Enmerging Energy Technol ogy Fund program Al so,
AEA has nmanaged the ~construction of many rural ener gy
infrastructure projects, and provided technical assistance and
training to local power plant and bulk fuel operators. In
partnership with the Regulatory Comm ssion of Alaska (RCA), AEA
also manages the Power Cost Equalization (PCE) program
However, AEA does not have the ability to own and operate new

energy projects or to hire staff; in fact, AIDEA staff nmanages
nost AEA prograns. Ms. Fisher Goad stated that authorizing
statutes in proposed HB 103 would restore AEA' s power and allow
it to hire staff. She provided a brief history of the

governance of AIDEA and AEA by their boards of directors, and
advi sed that AIDEA and AEA are now allowed "to nove forward with
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their separate and distinct mssions as State of Al aska
corporations.” The aforenentioned pending legislation, if
enacted, wll provide the next step and allow AEA to hire staff
for the purpose of managing its prograns. She pointed out that
the report nmakes two recommendati ons: 1. The Bulk Fuel Loan
fund - managed by AEA - and the Bulk Fuel Bridge Loan Fund
(BFBLF) - nmanaged by DCCED - should be nerged into one program
2. AEA, working with AIDEA and DCCED, should explore options to
address the energy efficiency needs of commercial buildings
t hrough the Al aska Commercial Energy Audit Program The report
also directed that coordination between conmm ssioners, staff,
the O fice of Mnagenent and Budget (OVB), and the governor's
office for the managenent of energy prograns is provided by the
Energy Policy Coordinator (EPC), whose mssion is to help ensure
that the state's energy resources and energy prograns are
devoted to advance the state's energy policy priorities. Ms.
Fi sher Goad concluded that the governor's report al so
recommended that the EPC further evaluate services and progranms
to neasure their results and mnmake additional changes, if
necessary. She opined the overall nessage is that services and
prograns should be reevaluated and reviewed for their
effectiveness in providing value to the residents of the state.

3:22:21 PM

CO CHAI R FOSTER asked for Ms. Fisher Goad's opinion on creating
a departnent of energy.

3:22: 54 PM
MS. FI SHER GOAD sai d:

What we have found is that, you know, any coordination
of the variety of projects and prograns for energy
across several, several state agencies, and creating a
departnment of energy, may not provide any additional
services and enhancenents of those services to the, to
the communities and the residents of the state of
Al aska. And so | think the Energy Policy Coordinator
in the governor's office - and the governor's office
has al so always played the role of the coordination -
woul d be able to, to coordinate those progranms w thout
making a restructuring process that would nove, for
exanpl e, AEA prograns Or conmerce progranms, into sone
type of other entity.
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DEPARTMENT OF TRANSPORTATI ON & PUBLI C FACI LI TIES, "RETROFI TTI NG
STATE BUI DI NGS TO | MPROVE ENERGY EFFI Cl ENCY" & " USI NG COVPRESSED
NATURAL GAS TO PONER VEHI CLES"

3:24: 34 PM

JOEL ST. AUBIN, Chief-Statewide Public Facilities, Ofice of the
Conmi ssioner, Departnent of Transportation & Public Facilities
(DOTPF), informed the committee the Al aska Sustainable Energy
Act requires DOIPF retrofit at |east 25 percent of all state
public facilities that are in excess of 10,000 square feet no
|ater than January 1, 2020. As a first step, DOIPF is gathering
utility bills for the past tw years for all state buildings

that neet the criterion. Most agencies have provided this
information and his departnent is generating energy-use indices
in order to prioritize need. The departnent and AEA have

col l aborated on this approach to prioritize the facilities and
to group projects by location if feasible; however, grouping
facilities may mean inprovenents are not nmade in the exact order
of need based on the baseline energy-use index. M. St. Aubin
advi sed that DOTPF has issued a request for proposal (RFP) for
energy performance contracting and has begun negotiations wth
energy service conpani es. The retrofit process will take many
years, although the initial costs of $10 million will be paid by
the Anerican Recovery and Reinvestnent Act (ARRA) through the
U.S. Departnent of Energy, and nust be spent by March 2012.
After the initial funds are commtted, additional funding wll
be through the Al aska Energy-Efficiency Revolving Loan Fund
program admi nistered by the Al aska Housing Finance Corporation
(AHFC), but he anticipated that sone projects may be funded by a
conbi nation of these, and other sources. M. St. Aubin recalled
that retrofit projects prior to the passage of the Sustainable
Energy Act were conpleted using energy performance contracting

The phase of these projects conpleted in 2006 resulted in energy
cost avoi dance of $366,000 during the follow ng year; the phase
conpleted in 2009 resulted in $793,000 of cost avoi dance during
the followwng year. Finally, he noted that 16 facilities, equa

to 10 percent of the buildings affected by the Sustainable
Energy Act, have already been retrofitted either by the
Departnment of Administration (DOA), DOTPF, or the Departnent of
Corrections (DQOC).

3:28:41 PM

REPRESENTATI VE TUCK asked for the anounts of energy cost
avoi dance in 2007 and 2008.
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MR. ST. AUBIN responded that the energy savings are continuing,
but the report indicates the dollar savings just during the
first year after.

3:29: 27 PM

COCHAIR PRU TT asked whether additional noney to fund the
program after ARRA funds are expended, is set aside, or will be
sought from federal or state governnent.

MR ST. AUBIN advised the future funding source is the $250

mllion Energy-Efficiency Revolving Loan Fund nanaged through
AHFC.
3:30: 27 PM

DI ANA ROTKI'S, Manager- Statew de Equi pnent Fleet, Ofice of the
Comm ssi oner, Departnment of Transportation & Public Facilities
(DOTPF), discussed a report produced by Mercury Associates, Inc.
titled "State of Alaska Vehicle Fleet OCNG Pilot Program
Reconmendat i ons/ Cost, " dated January 2011. She said the report
concluded that conpressed natural gas (CNG is a feasible fuel
for certain Al aska fleets and expansion of the program would be
beneficial towards Alaska' s sustainability efforts required by
the Al aska Sustainable Energy Act of 2010. Phase 1 of the
pil ot program woul d enhance the existing fuel infrastructure and
i ncrease the nunmber of vehicles and equipnment using CNG by the
Muni ci pality of Anchorage (MJA), the Anchorage School District
(ASD), and the state. Some of the provisions of Phase 1 are:
upgrading the five existing CNG stations; acquiring a fuel
managenent system for state bulk fuel tanks; conversion of
twenty-five state light-duty vehicles, four school buses, four
solid-waste trucks, and two transit buses; designating an inter-
government program coordinator to find and adm nister federal
grants for future phases, to acquire U 'S. Departnent of Energy
(DOE) Cean Cities status for Anchorage, and to garner public
support for the program Ms. Rotkis noted a conplete copy of
the report and her one-page summary on the econom ¢ advantages
and di sadvantages of the program are provided in the commttee
packet .

3:33:11 PM

REPRESENTATI VE TUCK asked whether the state |ight-duty vehicles
selected for the pilot program were high-m|eage vehicles.
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M5. ROIKIS said the identified vehicles were high-mleage
vehicles limted to travel within the municipal boundaries, so
that they could refuel at CNG stations.

3:34:17 PM

REPRESENTATI VE PETERSEN agreed that CNG is a proven technol ogy;
however, the supply of natural gas in Southcentral is tenuous.
He questioned whether it is wise to encourage the use of CNG

M5. ROTKIS acknow edged that one of the econom c di sadvant ages
identified by the report is the need for additional natural gas
storage in Cook Inlet to neet peak wi nter natural gas denand.

3:35:21 PM

REPRESENTATI VE SADDLER poi nted out natural gas is a hydrocarbon
and asked how it qualifies as a sustainable source of energy.

M5. ROTKIS expressed her belief that the study |ooked at the
ef fect on greenhouse gases and the future availability of CNG as
a "two-sided coin." She opined sustainability is going forward
with a fleet that uses |less regular fuel, costs |ess, has higher
engi ne performance, and |onger-Ilasting vehicles.

3:36:49 PM

REPRESENTATI VE SADDLER surm sed CNG vehicles cost |ess and run
better than those fuel ed by gasoline or diesel.

M5. ROTKIS clarified that natural gas vehicles do not cost |ess;
in fact, there is a premum on hybrid-type vehicles of $16, 000-
$24,000 for a light-duty vehicle. However, they have a nuch
cl eaner engine, so there is |less preventative nmaintenance
needed, and a | onger engine life.

3:37:39 PM

COCHAIR PRU TT asked where the natural gas fuel stations are
| ocat ed and whether they are open to the public.

M5. ROTKIS said there is one public station in Spenard and the
ot hers belong to MOA or El nmendorf Air Force Base.

3:38: 31 PM
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CO- CHAIR PRUI TT asked whether the goal of the programis to only
establish a CNG program for state vehicles, or also to show that
this is a feasible option for personal-use vehicles in the |ong-
term

M5. ROTKI S advised the long-term goal of the pilot programis a

public-private partnership that wll create enough denmand so
that CNG fueling stations - which cost between $500,000 and $1
mllion to build - wll turn a profit. To acconplish that,
demand beyond state use is required. The Minicipality of
Anchorage is seeing success with CNG school buses; in fact,
other states with solid-waste truck and transit bus prograns
that use |large anounts of fuel, have proven to pay for

t hensel ves over the life of the equipnent. This type of savings
is harder to achieve with light-duty equipnent in an area wth
limted CNG fueling stations.

3:40: 43 PM

CO-CHAIR PRUI TT observed that some school buses and solid-waste
trucks are run by private conpani es. He asked whether there is
an understanding that the state wll provide subsidies to
private conpani es.

M5. ROIKIS stated that the pilot program school buses belong to
ASD and the solid-waste trucks and transit buses belong to MOA
She said the study suggests that the Phase 1 "up-fit" wll be
funded by governnent grants or |egislative dollars.

3:42: 33 PM

M5. ROIKIS, in response to Co-Chair Pruitt, advised that
private-sector interest in the pilot program is only in
provi di ng fuel. In further response, she noted that Mercury

Associates, Inc. talked with |ocal bus conpanies, but they are
"cautiously awaiting to see what wll happen.”

3:43: 13 PM

BOB BREAN, Director, Research & Rural Developnent, Al aska
Housi ng Finance Corporation (AHFC), offered to provide witten
information on the Al aska Energy-Efficiency Revolving Loan Fund
programto which M. St. Aubin referred.

3:44: 08 PM
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REPRESENTATI VE TUCK recalled that ENSTAR Natural Gas Conpany
used natural gas vehicles in its fleet. He pointed out that
clean natural gas is tw-thirds the price of a gallon of
gasoline, and vehicles that were originally designed wth high-
octane engines enjoy higher power and fuel econony than
retrofitted vehicles. He asked whether the vehicles in the
pilot programwere retrofitted.

3:45:11 PM

M5. ROTKIS affirnmed the 25 light-duty vehicles in the first part
of the study were converted with an OEM warranted retrofit,
which is not equal to "something that comes off the floor at
Ford Mdttor Conpany or Chevrolet, fully ready to go wth
conpressed natural gas." The school buses and solid-waste
trucks were a nore advanced retrofit, by conpanies such as Roush
Engi neering, and the performance and | ongevity of these vehicles
is superior to that of diesel counterparts. The transit buses
were also retrofitted.

3:46: 45 PM

COCHAIR FOSTER referred to M. Rotkis's witten document
provided in the conmttee packet that indicated $5.3 mllion is
required from the legislature to acconplish the work of the
pilot program He asked if there has been a response.

M5. ROTKIS rem nded the conmttee the report was issued 1/31/11
t hus there has been no response yet. In further response to Co-
Chair Foster, she stated that the study did not address
integration into rural areas, or even Fairbanks, because of the
cost of nmoving liquid natural gas (LNG to renote |ocations and
converting it to CNG However, the construction of a natural
gas pipeline providing cost-effective CNG to Fairbanks would
war rant expansi on of the program

3:48:33 PM

REPRESENTATI VE PETERSEN rel ated his experience with CNG in other
cities and opined the price of vehicles manufactured to use CNG
will drop with increased demand.

3:49:18 PM

CO-CHAIR PRU TT asked for the energy equivalent of CNG conpared
to gasoline or diesel fuel
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M5. ROIKIS said she was unsure. The departnment nakes a
conparison on the energy savings for an individual vehicle and

the cost per gallon equivalent of vehicle perfornmance. For
exanpl e, school buses fueled by CNG perform well except when
going up hills. Additionally, in the past CNG trucks perforned
well, but could not support the installation of a snowl ow.  She

stated that many of these problenms have been overcone by newer
retrofits, and there is no energy |oss or performance difference
in the new vehicl es.

DEPARTMENT OF REVENUE, "CREATI NG A MUNI Cl PAL ENERGY | MPROVEMENTS
FI NANCI NG PROGRAM'

3:52: 07 PM
JERRY BURNETT, Deputy Comm ssi oner, Treasury Di vi si on,
Departnent  of Revenue (DOR), informed the commttee his

department was tasked with issuing a report that addresses
financing prograns for energy efficiency and renewable energy
projects on residential, comercial, and industrial property
through property tax assessnents. Al though this is a new
programin Al aska, the first program of this type was started in
California in 2008, and now 20 states have such prograns that
are known as Property Assessed Cean Energy (PACE) financing
systens. He explained that this type of financing nmechanismis
simlar to that of a local inprovenent district (LID) where the
muni ci pal governnment places a special property tax assessnent on
a residence for water, sewer, or for paving streets and
si dewal ks. However, under the PACE program the assessnent is
placed on a voluntary basis against individual properties to
allow property owners to finance projects that would result in
energy savings or clean energy projects. Unfortunately in July
2010, the Federal Housing Finance Agency (FHFA) called for a
pause in PACE progranms due to the assessnent's position as a
first lien. He opined that PACE is not an inpractical program
if the first lien risk can be worked out with nortgage |enders.
M. Burnett advised that the suspension of the program at the
federal |evel presents specific challenges to Alaska if the
state chooses to continue the program at the state |evel. For
exanple, since PACE prograns are admnistered at the |[ocal
| evel, and there are 162 |ocal governnents in Al aska and only 38
| ocal governnents inplenent property taxes, there nust be
statewi de administration of the program On the other hand, the
state has experience wth the weatherization and energy
efficiency rebate prograns through the Al aska Housing Finance
Cor porati on (AHFC) . Moreover, the existing rebate program has
proven that energy savings are being realized, and a 10-year
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pay-of f of the assessnent is practical. In conclusion, his
departnment namde the follow ng reconmendations: A PACE program
would require local governnents to create PACE districts to
participate; Local governnents would administer property tax
collection and lien inplenentation; A statew de issuer of bonds
would provide financing; There would be wuniform statew de
standards; The legislature should consider providing for a
revolving loan fund to supply up-front capital; The state should
work with FHFA to establish standards to allow a PACE type
program that wll conform to national nortgage underwiting
st andards.

3:58:34 PM

REPRESENTATI VE PETERSEN heard about property owners installing
solar panels in California through PACE prograns.

MR. BURNETT affirmed that in California and New York parties are
in litigation with FHFA over the program He added that sonme of
the prograns had standards that allowed a |oan-to-value of up to
110 percent, thus after the nortgage crisis, a burden was
created for |enders.

4:00:19 PM

CO CHAI R FOSTER asked whether nenbers of the Al aska Minicipa
League have expressed interest in the program

MR. BURNETT said DOR has not heard from | ocal governnents.

OFFI CE OF MANAGEMENT & BUDGET, " STANDARDI ZED WAY TO COLLECT DATA
ON _ENERGY CONSUMPTI ON_ AND COSTS"

4:00: 57 PM

CRAI G KAHKLEN, Policy Analyst, Ofice of Mnagenent & Budget
(owB), Ofice of the Governor, reported on section 39 of SB 220,
t he Al aska Sustainable Energy Act of 2010, that requires OMB to
devel op standardi zed nethodol ogy for the collection and storage
of energy consunption cost data. He stated that QOWB, the
Al aska Housi ng Fi nance Corporation (AHFC), and the Departnent of
Transportation & Public Facilities (DOTPF) worked to devel op a
nodul e for the Alaska Retrofit Information System (AR'S) that
will allow state enployees to enter data for ARS through the
| nt er net. After the data is entered, the systemwll allow the
information to be sorted by various factors such as facility
type, facility size, occupancy, and geographic |ocation, and the
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sorted data will then be used to nmnage energy consunption and

costs. It will also allow for the prioritization of retrofit
opportunities. M. Kahkl en advised the systemis in its fina
phases of testing and data entry will begin soon.

4:03: 44 PM

CO CHAI R FOSTER asked for a nore specific tineline.

MR. KAHKLEN expressed his understanding that the system wll be
| aunched "in the next nonth or two."

4:05:10 PM
ADJ OURNVENT

There being no further business before the commttee, the House
Speci al Commttee on Energy neeting was adjourned at 4:05 p. m
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