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W TNESS REG STER

JOHN DAVI ES, PhD, Senior Researcher-Energy Policy

Cold dimte Housi ng Research Center (CCHRC

Fai r banks, Al aska

PCSI TI ON STATEMENT: Provi ded a PowerPoint presentation titled
"Al aska Energy Efficiency Policy."

SUSAN MARSHALL, Program Coor di nat or

Al aska Heating Assi stance Program ( AKAHP)

Di vi sion of Public Assistance

Depart ment of Health and Social Services (DHSS)

Juneau, Al aska

POSI TI ON STATEMENT: Provided information on the Al aska
Affordable Heating Program (AKAHP) during the hearing on
assessnents of the Al aska Sustai nabl e Energy Act of 2010.

GVNEN HOLDVANN, Director

Al aska Center for Energy and Power (ACEP)

University of Al aska Fairbanks (UAF)

Fai r banks, Al aska

POSI TI ON STATEMENT: Provided information on the Alaska Center
for Energy and Power (ACEP) during the hearing on assessnents of
t he Al aska Sustai nabl e Energy Act of 2010.

CRYSTAL ENKVI ST, Director

Menber and Public Rel ations

Al aska Power Associ ation (APA)

Anchor age, Al aska

POSI TI ON STATEMENT: Presented a report prepared by the Al aska
Power Association Mnagers Forum titled, "Initiatives for
Al aska's Energy Security."”

HANNAH GUSTAFSON, Deputy Director

Renewabl e Energy Al aska Project (REAP)

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified during the hearing on assessnents
of the Al aska Sustainabl e Energy Act of 2010.

DAVI D DUNSMORE, St af f

Representati ve Pete Petersen

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Provided a sectional analysis of the
proposed commttee substitute (CS) for HB 39 on behalf of
Represent ati ve Petersen, sponsor.
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STUART GCERI NG, Assi stant Attorney General

Conmmrer ci al / Fai r Busi ness Section

Civil D vision (Anchorage)

Depart ment of Law (DQL)

Anchor age, Al aska

PCSI TI ON  STATEMENT: Testified on behalf of the Regulatory
Comm ssion of Al aska (RCA) during the hearing on HB 39.

ACTI ON NARRATI VE
3:04:19 PM

COCHAIR LANCE PRU TT called the House Special Conmttee on
Energy neeting to order at 3:04 p.m Representatives Pruitt,
Pet ersen, Saddler, Tuck, and O son were present at the call to
order. Representative Lynn arrived as the neeting was in
progr ess.

PRESENTATI ON(S) ASSESSMENTS OF THE ALASKA SUSTAI NABLE ENERGY ACT
OF 2010

3:05:45 PM

CO- CHAIR PRU TT announced that the first order of business would
be assessnents of the Alaska Sustainable Energy Act of 2010 by
the foll ow ng: the Alaska Cold dimate Housing Center (CCHRC);
the Al aska Division of Public Assistance; the Al aska Center for
Energy & Power (ACEP); the Al aska Power Association (APA); the
Renewabl e Energy Al aska Project (REAP).

3:06: 33 PM

JOHN DAVI ES, PhD, Senior Researcher-Energy Policy, Cold Cimte
Housi ng Research Center (CCHRC), began his presentation on how
t he Al aska Sustainable Energy Act of 2010 fits into the state's
energy efficiency policy. In 2008, CCHRC was funded by the
Al aska Energy Authority (AEA) and the Al aska Housing Finance
Corporation (AHFC) to conplete a review of the state's energy
efficiency policy. Dr. Davies said that he would restate
highlights of that review for use as a baseline, conpare the
state's progress since that tine, and present the current
recommendati ons made by the research center. He advi sed that
energy efficiency is action that can be taken imediately - not
conservation - but getting the sane output for |ess input by
relying on new technol ogies. Energy efficiency work wusually
saves nmoney and reduces pollution and CO2 em ssions. The 2008
project was a major body of work that included a literature
review and contributions from professionals and stakehol ders.
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From the policy side, CCHRC studied energy building codes,

appl i ance st andar ds, ener gy ef ficiency f undi ng, ener gy
efficiency in state facilities, financing programs, utility
issues, and the funding of energy efficiency projects. The

educational issues that were studied included those of consuner
education, contractor, architect, and professional training, and
school curricul a. The final reconmendati ons were presented in
ni ne categories, one of which was state |eadership. Dr. Davies
opined the state | eadership issue was addressed |ast session by
House Bill 306, which pointed the state in the right direction

but without a state-level, single point of focus. The second
category was funding for energy efficiency prograns, which have
taken a giant leap forward through the funding of successful
progranms such as the weatherization and energy efficiency rebate
progranms. Dr. Davies noted that CCHRC al so nade recomendati ons
to the Regulatory Commi ssion of Alaska (RCA) that have not been
i npl enented; however, his understanding is that the RCA has
opened a docket to consider the state's end-use energy
efficiency issues fromthe RCA s perspective. He suggested that
funding for education and outreach should be at $1 mllion per
year, although he acknow edged that a |ot of consuner education
is reaching residents through the energy rebate program As a
matter of fact, Senate Bill 220, which was enacted |ast year,
specifies that AEA should take the lead on an outreach program

and the agency has organized a working group to explore
avai l able grant funds to |everage the state's investnent. He
continued to the category of baseline data and CCHRC s
recomendation that energy use data on the residential and
comercial use of energy is needed. The Ofice of Managenent &
Budget (OVB) has begun the task of establishing an energy use
i ndex of information from public buildings, and he stressed the
need for the sane information on existing and new residential
and conmmerci al bui | di ngs.

3:16:55 PM

DR. DAVIES said CCHRC also recommended that the |I|egislature
adopt the Building Energy Efficiency Standard (BEES) that AHFC
requires for any project it funds, including the retrofit of a
public building. He advised that the Al aska Building Energy
Efficiency Standard is nerely a standard internal to AHFC, and
is not a statewi de standard adopted by the fire marshal. Dr .
Davies restated that CCHRC recommends the adoption of statew de
standards, although he acknow edged this is a conplicated issue.
Cenerally, there is support from the building industry for
standards and he advised the state has a direct interest on how
buil dings are built because it subsidizes nmuch of the cost of
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ener gy. Dr. Davies said the next recommendation was that there

should be a focus on existing comrercial buildings; in fact,
AHFC now has a revolving loan fund for that purpose. He
restated the reconmendation for changes by the RCA.  Turning to
recommendations regarding new conmerci al construction, he

advi sed AEA now has a programin place to assist with a process
to develop a commercial energy efficiency building code for new
construction. Regarding public buildings, he pointed out that
t he revol vi ng | oan fund al so supports Depart nment of
Transportation & Public Facilities (DOTPF) as well as University
of Al aska (UA) and school buildings. Dr. Davies then reviewed
the status of energy efficiency prograns in the state in 2009:

weat herization funding in the anmount $200 million; rebate
funding in the anmpunt of $160 mllion; renewable energy bill
funding in the anount of $100 mllion; mar ket - dri ven

conservation issues; a developing awareness of energy issues
across the state; supply-side solutions such as reducing demand;
f eder al funding provided by the American Recovery and
Rei nvest ment  Act (ARRA)  funds. He then reviewed the
recomendations made by CCHRC in 2009, the first of which was
the recommendation to adopt a statewde building code. He
stressed that the absence of a code puts AHFC at a slight
di sadvant age because AHFC nortgage requirenents conform to neet
Al aska BEES standards, but federal |ending agencies do not.

3:22:16 PM

REPRESENTATI VE SADDLER surm sed the absence of a statew de code
causes problens for AHFC

DR. DAVI ES agreed because an applicant for a honme |oan chooses
the lender, and if he or she chooses AHFC, building energy
efficiency standards nust be net; however, federally-backed
nortgage prograns do not have to neet standards. Therefore, a
substandard house could be built due to the lack of statew de
st andards. In further response to Representative Saddler, he
said it is not nore expensive to use AHFC because the honeowner
may qualify for a nortgage rate reduction and wll save on
energy costs. Dr. Davies repeated his point that hone energy
efficiency saves the state nobney because it would spend |ess
supporting the Low Inconme Honme Energy Assistance Program
( L1 HEAP) and the Power Cost Equal i zation (PCE) program
Al though not a direct recomendation from the original report,
he noted that CCHRC has founded the Sustainable Northern
Comruni ties program which uses current oil wealth to transition
to an econony based nore on renewabl e energy. In addition,
great benefits would stem from designing power plants and
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buildings in rural Alaska wusing a "Wwole Village Retrofit”
concept which looks at all of the aspects of energy use in a

comunity. In fact, CCHRC is currently undertaking a nunber of
projects in villages around the state using this approach. He
opined the enactnent of HB 306 established a vision and
| egislative intent - although it is not a mandate - and can

provi de guidance for future legislation to continue the support
of energy efficiency and conservation, the encouragenent of
econom ¢ devel opnent, the support of energy research, education,
and wor kforce devel opnent, and calls for increased coordination
of governnmental functions. Additionally, he summarized the
following facets of the Sustainable Energy Act: establishes a
variety of funds such as the Al aska Energy Efficiency Revolving
Loan Fund, the Southeast Energy Fund, the Enmerging Energy
Technol ogy Fund, the Alternative Energy Conservation Revolving
Loan Fund, and the Al aska Affordable Heating Program <creates a
dat abase; converts public vehicles to increase fuel efficiency,;
provi des enabling clauses related to nuclear power; provides
public education; addresses issues of state |and |eases;
addresses energy codes and standards; addresses nuni ci pa
taxati on exenptions. Dr. Davies then relayed CCHRC s goals for
2011, the first and forenost being the creation of a statew de
bui l ding energy efficiency code. Next was the RCA work that
could lead to legislation necessary for utilities-based end-use
electrical efficiency prograns. The reduction of statew de
transportation energy was a subject included in the original
recommendati ons; however, CCHRC wll consider energy use for
transportation and industrial wuse in its final reporting.
| ssues on wor kforce devel opnent for energy efficiency will still
be under consideration, in fact, the UA program on training
energy efficiency workers is noteworthy on a national |evel.

3:30:41 PM

DR. DAVIES concluded that CCHRC is sufficiently funded to
continue to brainstorm with other experts and agencies, and to
issue an interim report to the legislature in March or April
with an expanded scope including transportation, utilities, and
industrial energy efficiency topics. The research center wll
issue its final report in Decenber, prior to the next session.

3:31:19 PM

REPRESENTATI VE TUCK asked for an explanation of the RCA' s
i npl ementation of a systens benefit charge.
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DR. DAVIES explained that a systens' benefit charge is a small,
mandatory charge intended to generate a fund to support energy
efficiency prograns. This recomrendation was made prior to
enactnent of the current |egislation, but nay be needed in the
future to fund end-use electrical efficiency prograns at the
utility level. For exanple, Golden Valley Electric Association
(GVEA) has a consuner education program supported by its
el ectrical rates.

3:33:17 PM

REPRESENTATI VE TUCK asked how an endownent f or end- use
ef ficiency progranms woul d worKk.

DR. DAVIES said it is an alternative mechanism for funding these
prograns - like a permanent fund - that would provide funding
for a long period of tine.

3:34: 07 PM

COCHAIR PRUI TT asked how a statew de construction code could
serve the wide variety of housing that is found in different
regi ons of the state.

DR. DAVIES agreed the state includes many different Kkinds of
territory. Nonet hel ess, AHFC has inplenmented BEES by foll ow ng
the international protocol of established climte zones. For
Al aska AHFC redefined the zones into Southeast, Southcentral and
the Aleutians, Interior, and North Sl ope. The zones are
determined by heating degree days and have different climte
requirenents for insulation and so forth. Additionally, there
could be two conpliance approaches; a prescriptive approach, or
a nore flexible performance approach using AKWARM predicting
nodel s. Both of these approaches would allow the state to
create a set of standards that is sufficiently flexible.

3:37:33 PM

SUSAN MARSHALL, Program Coordinator, Alaska Heating Assistance
Program (AKAHP), Division of Public Assistance, Departnent of
Health and Social Services (DHSS), infornmed the commttee that
since the Sustainable Energy Act becane |law in June 2010, the
Division of Public Assistance has been able to update its
regul ations, applications, and grants with tribal partners, in
order to have AKAHP "up and running" by October 2010. Thi s
program is designed to mrror the Low Incone Hone Energy
Assi stance Program (LIHEAP), except that LIHEAP provides funds
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to households with incone up to 150 percent of federal poverty
i ncome gquidelines, whereas AKAHP provides funds to househol ds
with income of 151-225 percent of the poverty incone guidelines.
Anot her difference is that AKAHP is directed to base the dollar
value of benefits on the average price of a barrel of North
Sl ope Crude QI between the previous Septenber through October
Benefits are determ ned and paid for both LIHEAP and AKAHP usi ng
this formula. Both prograns also use a point system to
determ ne benefits based on the location of the honme and
community, heating degree days, price of fuel, size of the
dwelling, famly size and inconme, and whether the household
includes an Elder, a disabled person, or a young child. The
final benefit per household is determned by multiplying points
by the benefit dollar amount thus, for federal fiscal year 2011,
the agency is paying benefits of $140 per point. Ms. Marshal
explained that the program is admnistered by the state and
seven tribal organizations. So far this year the program has
served about 1,200 famlies, an increase of 30 percent over | ast
year, which is attributed to the division's outreach efforts and
i ncreased awareness of the program

3:42:11 PM
REPRESENTATI VE SADDLER asked how t he noney is distributed.

M5. MARSHALL explained that after the division receives funds
from the legislature, it processes one application from each
client for both prograns, and determnes the anmount of the
benefit. The client is then notified of the action, and the
noney is sent directly to the vendor. In further response to
Representative Saddler, she said the vendor could be ENSTAR
Nat ural Gas Conpany, an oil conpany, or an electric conpany. At
the client's direction, the benefit can be divided between two
vendor s. Ms. Marshall said three-fourths of the households
served by AKAHP have included an el der, a disabled person, or a
young child, and one-half of the households fall wthin the
income | evel of 151-175 percent of the poverty incone
gui del i nes. She concluded that the program serves nany who are
just barely over the income guidelines for LIHEAP, in fact,
during fiscal year 2010 (FY 10), LIHEAP and AKAHP - which was
formerly known as the Al aska Heating Assistance Program (AKHAP)
- served 19,000 households, including those admnistered by
tribal organizations, and net the division's nission by serving
vul nerabl e househol ds, and keepi ng people safe in their hones.

3:44:29 PM
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COCHAIR PRU TT asked whether AKAHP and LIHEAP differ, in
addition to the differences in incone |evels.

M5. MARSHALL indicated there is no difference, except for the
poi nt factors. For exanple, a one-room dwelling garners | ower
poi nt s. The inconme factor is based on a sliding scale, with a
multiplier of 1.0 for a household with income between O0-25
percent of the poverty incone guideline and a multiplier of .20
for households wth income between 201-225 percent of the
poverty income guideline. Therefore, LIHEAP clients with | ower
i ncome receive a higher benefit, but the real difference is only
t he source of the funds.

3:46: 33 PM
REPRESENTATI VE SADDLER asked for the sources of the funding.

M5. MARSHALL responded that LIHEAP is funded by the federal
governnent, and AKAHP is funded from the Al aska general fund
She clarified that the division has the authority to suppl enent
federal funds with state funds, if necessary.

3:47:23 PM

REPRESENTATI VE TUCK asked if LIHEAP is not fully funded, whether
state funds would be directed to applicants that qualify wth
income up to 150 percent of poverty level, before those wth
i ncome between 151-225 percent.

M5. MARSHALL expressed the division's belief that there is
sufficient funding at this tine. In further response to
Representative Tuck, she confirned that the intention of the
programis to fund those with the | owest income first.

3:48:18 PM

REPRESENTATI VE PETERSEN asked whether the tribal organizations
that adm ni ster the program receive funding through the division
and the federal governnent.

M5. MARSHALL explained that LIHEAP funds from the federa
governnment are paid directly to the tribes. The state program
AKAHP, is funded through the division by grants to tribal
or gani zati ons.

3:49: 02 PM
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REPRESENTATI VE  PETERSEN surmsed the funding anount is
determ ned by projections fromthe previous year.

M5. MARSHALL clarified that federal and state governnments base
their funding on percentages served, the nunber of applicants in
a comunity, and a conparable benefit. Census data for this
pur pose has proven inconplete in the past.

3:50: 30 PM

GAEN HOLDVANN, Director, Alaska Center for Energy and Power
(ACEP), University of Al aska Fairbanks (UAF), stated that ACEP
is a University of Al aska (UA) applied research program housed
at UAF with staff, faculty, and students working on projects
| ocated statewi de. The center was organized in 2008 to neet the
i mredi ate energy research needs of Al aska residents, industry,
and busi nesses. Ms. Hol dmann explained that the center is
focused on providing information for decision nakers so that
good decisions about energy wll be nade, and experience for
students who wish to work with energy-related projects in the
energy industry of Al aska. The center has about $15 mllion,
primarily from conpetitive grants and contracts, and about 30
active projects ranging from |owcost specific projects in
comunities to a $6 nmillion study of geothermal exploration
t echni ques.

3:53:49 PM

REPRESENTATI VE SADDLER asked for background information on ACEP
staff.

M5. HOLDMANN responded that ACEP is located within the College
of Engineering and M nes, thus the core of the staff is research
engi neers; however, the center also partners closely with the
Institute of Social and Econom ¢ Research (ISER), University of
Al aska Anchorage (UAA), and wth geol ogists, bi ol ogi st s,
chemi sts, and others who are required to conduct research for
its clients. She returned to her presentation and recalled that
ACEP was involved in the devel opnent of HB 306 |ast year. She
opined that witers of that legislation are to be commended as
it set on paper the direction of the future of the state and its
overarching energy policy. She acknow edged that |egislators
have many large issues before them in addition to the
i npl enentation of the Al aska Sustainable Energy Act, and noted
that her remarks today will be directed on two tasks directly
related to the act. The first is the Energi ng Energy Technol ogy
Grant Fund (EETGF) that was funded by the state at $2.4 mllion.
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Al though this is a small anobunt of funding, it is an inportant
first step. The manager of the program the Al aska Energy
Aut hority (AEA) has released a request for application (RFA) and
has begun with inplenmentation. However, before enactnent of the
sust ai nabl e energy act, ACEP and the Denali Conmi ssion funded $8
mllion for a pilot program that resulted in 11 statew de
projects ranging from fossil fuel energy efficiency technol ogies
to all facets of energy generation, such as the wood pellet-
fired boiler at Sealaska Corporation in Juneau. Fur t her nor e,
ACEP's role is also to collect data from these projects to
anal yze performance and help decide which projects to fund in
the future. Ms. Hol dmann pointed out that the second task
directed ACEP to lead the state in renewable energy technol ogy
and to continue to lead in the developnent of petroleum
resources; for exanple, Alaska should be a leader in the
integration of wind power into diesel systens because this is an
issue that is not common in other states, but which is needed in
Alaska and in other parts of the world. Therefore, ACEP has
formed the Wnd-Di esel Applications Center that is conpiling
research fromall over the world. Simlarly, the best source of
oil revenue is the extraction of resources on state |and, and
the research taking place at the university will ensure that the
state owns the technology it needs to maxim ze the extraction of
difficult-to-reach resources.

4:01: 05 PM

M5. HOLDVANN again referred to aspects of the sustainable energy
act, which included changes to the restrictions that were pl aced
on the consideration of nuclear energy in Alaska. These changes
caused ACEP to study the nuclear powered snmall nodul ar reactor
(SMR) that was proposed for the Galena Nuclear Power Plant; in
fact, ACEP's draft report on nuclear energy will be issued in
| ate February. She opined the report 1is a conprehensive
docunent that explores SMR nuclear technology which wll be
avai | abl e sonetine in 2020-2025, and the econom cs thereof. For
exanple, if the technology were avail able today, the conmunities
of Fairbanks and Bethel have a viable potential to benefit from
reduced energy cost by nuclear generation. Ms. Hol dmann then
turned to the subject of future work for ACEP and suggested that
additional funding for research is needed to study energing
technol ogi es, an overhaul of the Power Cost Equalization (PCE)
program and the restructuring of the Al aska Renewabl e Energy
Fund. In response to Representative Saddler, she clarified that
a study of PCE would determ ne whether it is serving its purpose
which is to equalize the cost of power between rural regions of
the state and the Railbelt. Regarding funding for energy
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research, she informed the committee that ACEP has a $250, 000 FY
12 budget request in the UA Board of Regent's budget that would
provide funding for critical energy initiatives such as the
W nd- Di esel Center.

4:05:13 PM

COCHAIR PRU TT returned to the discussion of nuclear SMRs and
asked whether nuclear technology is advancing for units small
enough for small villages and the regions around them

M5. HOLDMANN advi sed that ACEP studied many small scal e options
such as radioisotope thernoelectric generators (RTGs) and
nucl ear research reactors, and found that these snaller systens
are extrenely expensive. |In addition, the snmallest unit that is
expected to be permitted by the Nuclear Regulatory Conm ssion
(NRC) is the Toshiba 4S; however, neither this conpany nor any
ot her SMR manuf acturer has submitted an application to the NRC

4:06: 53 PM
COCHAIR PRU TT surm sed there is potential for nuclear energy.

M5. HOLDMANN recommrended that Al aska watches for new technol ogy,
but makes no decision at this tine.

4:07:39 PM

CRYSTAL ENKVI ST, Director, Menber and Public Relations, Al aska
Power Association (APA), said she was testifying in the place of
the executive director of APA Ms. Enkvist said APA is a
statewi de trade association representing the electric utilities
that supply power to about 500,000 Al askans. The associ ation
supported the sustainable energy act, and she addressed the
sections that relate to electric utilities. The associ ation
supports section 1 that contains |anguage renoving barriers to
the developnent of nuclear energy as it is an inportant
technol ogy that needs to be considered. The association also
supports section 14 that creates the Energing Energy Technol ogy
Grant Fund (EETGF) and advisory commttee popul ated by experts
in the science and engineering fields. One concern raised by
APA about EETGF' s advisory committee is that the bill prohibits
a business or organization represented by a nenber of the
advisory conmittee from receiving a grant, and APA urges the
removal of this restriction. The association also supports
section 42 that allows the Al aska Housing Finance Corporation
(AHFC) to issue bonds for the Al aska Energy Efficiency Revol ving
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Loan Fund. Ms. Enkvi st advised that the |egislature should now

focus on the following initiatives: devel op an inplenentation
pl an for Al aska's ener gy policy; devel op | arge-scal e
hydroel ectricity (hydro) for the Railbelt, and devel op renewabl e
energy resources - hydro, geothermal, and wind - for other

regions of the state; encourage the devel opnent of a Cook Inlet
Gas Managenent Plan for continued gas delivery to Southcentral
fund $15 mllion to the Renewabl e Energy Fund and fully fund the
Power Project Loan Fund; continue to fully fund the PCE;, devel op
policy and legislation that expands funding for energy
efficiency and conservation activities.

4:14: 32 PM
V. ENKVI ST then noted several successf ul projects and
initiatives: Kot zebue Electric Association Wnd Farm Kodi ak

Electric Pillar Mountain Wnd Farm and Terror Lake Hydroel ectric
Facility; Alaska Village Electric wnd generators; Cordova
El ectric Cooperative Power Creek Hydro; Alaska Electric Light &
Power Conpany's Snettisham and Lake Dorothy hydro projects;

AEA's Bradley Lake Hydroelectric Project. She concl uded that
the Geater Railbelt Energy and Transm ssion Corporation is
"poised to do great things in Southcentral Alaska," and

conplinmented the legislature on the creation of the sustainable
energy act.

4:15:37 PM

REPRESENTATI VE PETERSEN heard plans to close ConocoPhillip's
liquefied natural gas export facility on the Kenai Peninsula.
He asked how the plant <closure wll affect natural gas
proj ections for Cook Inlet.

MS. ENKVI ST said she will provide an answer as soon as possible.
In response to Co-Chair Pruitt, she said she would al so provide
a list of successful projects.

4:17:10 PM

REPRESENTATI VE SADDLER asked whether the village electrical
cooperatives are availing thenselves of the plethora of grants
and prograns.

MS. ENKVI ST deferred to Meera Kohler, President and CEO Al aska
Village Electric Cooperative (AVEC).

4:18: 09 PM
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HANNAH GUSTAFSON, Deputy Director, Renewable Energy Al aska
Project (REAP), stated that REAP is a coalition of over 70
Al aska electric utilities, busi nesses, consuner gr oups,
conservation groups, Alaska Native organizations, and |ocal,
state, and federal entities that share the goals of increasing
the production of renewable energy and pronoting energy
efficiency in Al aska. Ms. Custafson said the enactnent of the
sustai nabl e energy act provided a landmark for Alaska with its

bounty of renewabl e and nonrenewabl e energy resources. In fact,
the availability of renewable energy "provides a hedge against
the inevitable rise in fossil fuel prices.” She said her

testimony woul d address two areas: specific provisions contained
in the legislation and issues for future consideration by the
| egi slature. She recalled REAP' s strong support of the creation
of the Energing Energy Technology G ant Fund (EETGF) and noted
that this program will help denonstration projects for energy
generation technologies such as bionmass, river current, and
tidal and wave resources, |everage private and federal nonies to
accelerate innovation in Al aska. Ms. CQustafson expressed her
organi zation's support for the continued funding of EETGF and
pointed out that the legislature, through its recent funding of
energy neasures and programs, has recognized that efficiency
nmeasures result in a quicker payback than investnent in
generation resources. Furthernore, sections 9 and 42 of the
sustai nable energy act <created a revolving loan fund for
retrofitting public buildings, which is another step toward the
state's mandate, although she expressed concern that no funds
have been appropriated to address the energy efficiency of
commercial buildings at this tine. Lastly, M. Custafson
expressed her support for the sections of the legislation
directing the collection and storage of energy consunption data,
reporting, and providing technical assistance to nunicipalities
on energy matters. Turning to the governor's report on energy
prograns, she said REAP supports adding the position of an
energy policy coordinator (EPC) to the governor's office,
however , t he structure of this position shoul d "be
institutionalized so it outlives individual admnistrations."
Furthernore, there is a need for the House Special Committee on
Energy to hold infornmational hearings on "adnministrative
approaches that are successfully being applied in other states.”
Ms. GQustafson then addressed REAP' s recommendations on issues
that the legislature should <consider in the future and
encour aged adequate funding and personnel for all of the energy
prograns and initiatives that have been established. As a
matter of fact, in order to neet the state's goals, a long-term
adm nistrative structure is inportant so that energy prograns
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can function efficiently and without duplication. Additionally,
designing and building a sustainable energy infrastructure is
necessary to allow Al aska to be conpetitive. Next, the state
should develop a strategic energy focus so that prograns |ike
the Renewable Energy Grant Fund may be nore fully utilized to
drive technol ogy, innovation, and to build inprovenents.

4:25:44 PM

M5. QGUSTAFSON continued, saying the state should develop a
production-based tax credit for renewable energy. The | ast
recommendation was to urge the state to increase its investnent
in energy efficiency prograns because with energy efficiency,
Al aska increases its attractiveness to new business. She not ed
that savings in fuel cost are being made by investnents in the
weat heri zation and rebate programs, and the Renewable Energy
Grant Fund, and opined l|oans, grants, and other financing
nmechani sms  should also be nade available to large Railbelt
utilities for the developnment of large scale hydro and other
renewabl e energy projects. Alaska must also continue the
funding of energy innovation prograns such as EETGF in order to
conpete with the rest of the world in the search to find nore
sustai nable energy solutions and systens. Ms. CGustafson
concluded that although Al aska has abundant natural resources,
in order for its comunities to diversify their energy
portfolios, they will need assistance fromthe state.

4:29:20 PM

REPRESENTATI VE PETERSEN referred to EETGF and asked whet her $2.4
mllion is sufficient funding.

M5. GUSTAFSON was unsure about the total of the applications for
this year, and expressed REAP's hope that the program wll
continue to be funded in the future.

4:30: 44 PM

CO-CHAIR PRU TT observed that the governor's budget, wthout
responding to the many requests for additional funding, may dip
into the state's savings. He asked whether REAP' s nenber
organi zations would contribute funds to energy progranms along
with the state.

M5. GUSTAFSON pointed out that |ast year the Denali Conm ssion

contributed $3.1 mllion to EETGF and has offered to contribute
again this year. In further response to Co-Chair Pruitt, she
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expressed her belief that the Denali Conm ssion has $2.4 mllion
in matching funds budgeted for this year.

4:33:21 PM

CO- CHAIR PRU TT requested her witten testinony.

4:33:58 PM

The commttee took an at-ease from4:34 p.m to 4:38 p.m

HB 39- RCA UTI LI TY RATES; REFUND PROCEDURES

4:38: 50 PM

COCHAIR PRUTT nade a notion to adopt proposed conmttee
substitute (CS) for HB 39, Version 27-LS0228\D, Kane, 2/9/11, as
t he working draft.

4:39:21 PM

REPRESENTATI VE PETERSEN obj ected. As the sponsor, he introduced
HB 39, which requires that before a wutility can collect a
refundable rate, it nust have an approved refund plan in place.
The bill also directs the Regulatory Comm ssion of Alaska (RCA)
to devise a standard refund procedure available for al

utilities to use in their rate filings. Representative Petersen
explained that this 1issue cane to his attention when his
constituents questioned the delay in receiving refunds due after

l[itigating against a wutility. Al t hough the decision was not
appealed by the utility, the refund procedure took over nine
nmonths to conplete. He opined the bill would allow consuners to

receive refunds faster, wutilities wuld save legal costs and
interest, and the RCA would not have to adjudicate refund
pr ocedur es.

4:41: 20 PM

DAVID DUNSMORE, Staff, Representative Pete Petersen, Al aska
State Legislature, informed the comrittee the bill would only
apply to refundable rate cases. Beginning a sectional analysis,
he said section 1 explicitly creates the option of having a plan
preapproved by the RCA Section 2 incorporates inplenentation

| anguage, Section 3 directs that the bill, if enacted, would
take effect on 7/1/13, and Section 4 directs that the
i npl enentation section would take effect imrediately. M

Dunsnore recogni zed Anchorage Witer and Wastewater Utility
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(AWAU) and Chugach Electric Association, Inc. for their
contributions to the bill.

4:43: 27 PM

REPRESENTATI VE SADDLER asked whether there are cases in which a
rate refund may not be possible.

MR. DUNSMCORE expl ai ned the general procedure is for a utility to
request a tariff filing to nodify its tariff to a newrate. The
RCA has 45 days to accept the change or to open a docket and
schedule a hearing for testinony from the attorney general.
Uilities can request a nonrefundable option, but if the RCA
opens a docket, the utility wll usually wish to charge the new
rate on an interim basis while awaiting the RCA s decision, but
that is not required.

4:45:14 PM

REPRESENTATI VE SADDLER clarified that in every request for a
rate change, there is the possibility of a refund.

MR. DUNSMORE i ndi cated no, because the utility "could choose not
to ask for the option of refundable rates.” He opined that in
nost cases the utility will request the contingency that if the
rates are not accepted at first, customers will be charged on an
interim basis. In further response to Representative Saddl er,
he confirmed that if the rate is denied, there wll be a refund
due, although the approved rate is often "sonewhere in the
m ddl e. "

4:46: 34 PM

CO- CHAIR PRU TT asked whether there is support for the bill from
utilities or others.

REPRESENTATI VE LYNN i nquired as to any opposition.
4:47: 04 PM

REPRESENTATI VE PETERSEN said he was not aware of any opposition
at this tine.

4:47:18 PM
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COCHAIR PRU TT referred to the additional staff required by the
RCA as indicated on the acconpanying fiscal note. He asked for
t he purpose of this staff.

4:47:51 PM

REPRESENTATI VE PETERSEN said that according to the chairmn of
the RCA, the conm ssion is very short-handed right now.

4:48:29 PM

REPRESENTATI VE TUCK reviewed the circunstances of a refund. He
observed that the bill would require that a refund plan is in
pl ace before the refund process begins, "so everybody knows what
is to be expected, and the plan is in place, and that way the
rat epayers can be paid sooner."”

REPRESENTATI VE PETERSEN i ndi cat ed yes.
4:49: 57 PM

REPRESENTATI VE SADDLER recalled that the ENSTAR Natural Gas
Conmpany (ENSTAR) litigation on a rate refund [ RCA docket U 08-
142 ENSTAR] took about two years to resolve. He asked how
rat epayers who nove out-of-state are reached.

MR. DUNSMORE advi sed that ENSTAR sent notices to its custoners'
| ast known addresses.

4:51:13 PM
CO-CHAIR PRU TT asked whether the utilities have indicated that

enactnent of the bill wuld cause additional cost that they
woul d pass on to their custoners.

REPRESENTATI VE PETERSEN said the intent of the bill is to |ower
cost by making refunds sinpler and easier for everyone.

4:51: 54 PM

MR. DUNSMORE added that this issue is addressed by a comittee
substitute (CS). Chugach Electric Association, Inc. suggested
addi ng language to the bill that specifically states the option
that the utility does not have to create a refund plan "from
scratch, [but] the RCA will have a preapproved plan in place

that utilities can take advantage of when they file their
rates.”
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4:52:43 PM

STUART GOERI NG  Assistant Attorney Ceneral, Commercial/Fair
Busi ness Section, Cvil Division (Anchorage), Department of Law
(DAL), disclosed the various functions of the attorney genera

related to the Regulatory Conmm ssion of Alaska (RCA). He
clarified that he was now representing the RCA and his duties
are to advise the RCA during adjudication processes, and to
represent it on appeal. M. Goering stated that his testinony
was at the request of the RCA's chairman, and that he was
primarily available for questions, but advised that the scope of
his coments would be Ilimted to technical and procedural

matters. If the conmmttee desires testinony fromthe conm ssion
on policy matters, an issue nmust be raised in a public neeting
with the commssioners as a whole to establish the RCA' s

posi tion. Calling attention to the bill, M. Goering noted
Section 2 addresses the "procedures and guidelines for an
acceptable utility refund plan.™ He stated that the only way

for the RCA or any state agency, to set policy and to establish
enf orceabl e gui delines and procedures is through the regul ations
process governed by the Alaska Admnistrative Procedures Act,

and that the act "is not actually a, something that's designed
for rapid action.” These procedures are outside the control of
the RCA, and it would be unlikely that the RCA could adopt
regul ations inplenmenting the concept of the bill by 1/1/2012.
He described the regul ati on procedure. In addition, he pointed
out that RCA docket U 08-142 ENSTAR, seens to be the basis for
the proposed bill; however, that was a truly unique case

involving not a nornmal rate, but a rate wunder a special
provision in the commssion's regulations relating to adjustnent
cl auses. As those rates becone effective in a different manner,
he stressed that the abovenentioned docket was "a really
extraordinary situation and it is very unlikely that any refund
plan ... in advance could have taken, could have anticipated,
there being a refund ...." M. Goering opined that refunds in
general have to be viewed on a case-by-case basis, and often it
is unknown what wll be appropriate for the refund procedure

He then addressed an earlier question of when there could be a
situation in which a wutility would never face a refund
obligation. He answered that a utility nmay file for a rate that
is lower than its existing rate thus there would be no refund.
Returning to the language in proposed HB 39, he said there are
two ways a utility can handle the way noney is collected under
an interimrate. The first is that the noney can be used by the
utility for operations, with allowances for the possibility that
it may be needed to neet a refund obligation.
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5:01:49 PM

MR. GOERI NG continued to explain that the other option is for
the utility to put the difference between the previous and
interim rates in escrow, thereby preventing a situation where

there is a potential refund in the tens of mllions of dollars
that the wutility cannot pay. On the other hand, the
admnistrative costs of issuing a refund could far exceed the
anount of a very small refund. He concluded that each refund
case is unique and designing a refund plan "that will cover al

possible situations wuld be a lot nore difficult than
adj udi cati ng them case-by-case."

5:03: 37 PM

REPRESENTATI VE SADDLER asked the RCA to explain its fiscal note.
MR GOERI NG deferred to RCA Comm ssi oner Patch.

5:05: 04 PM

CO CHAIR PRUI TT announced that HB 39 was heard and hel d.

ADJ QURNIVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 5:05 p. m
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