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W TNESS REG STER

REPRESENTATI VE BRYCE EDGVON

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: As the prinme sponsor of HB 294, introduced
the bill.

SARA FI SHER- GOAD, Executive Director

Al aska Energy Authority (AEA)

Depart ment of Commerce, Conmunity & Econonic Devel opnent ( DCCED)
Anchor age, Al aska

PCSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
294,

MEERA KOHLER, President and Chief Executive Oficer
Al aska Village Electric Cooperative (AVEC)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 294.

BRAD REEVE, Ceneral Manager

Kot zebue El ectric Associ ation

Kot zebue, Al aska

PCSI TI ON STATEMENT: Testified in favor of HB 294.

JODI M TCHELL, Chief Executive Oficer and General Manager
| nsi de Passage El ectric Cooperative

Auke Bay, Al aska

POSI TI ON STATEMENT: Testified in support of HB 294.

JOHN HANDELAND, General Manager

Norme Joint Utility System

Nonme, Al aska

POSI TI ON STATEMENT: Testified in support of HB 294.

GENE STRONG Board Menber

| nsi de Passage El ectric Cooperative

Kl ukwan, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 294.

PETER ANDREW Presi dent

Board of Directors

Nushagak El ectric & Tel ephone Cooperative, Inc.

DI l'i ngham Al aska

POSI TI ON STATEMENT: Testified in support of HB 294.
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ANDREW QUY, President and Chief Executive Oficer
Cal i sta Corporation

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 294.

HENRI CH KADAKE SR, Mayor

Cty of Kake

Kake, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 294.

ANDY VARNER, Executive Director

Sout hwest Al aska Muni ci pal Conference

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 294.

ROBERT VENABLES, Energy Coordi nat or

Sout heast Conf erence

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 294.

TARA BOURDUKCOFSY, Director

Human Servi ces

Al eutian Pribilof |slands Association, |nc.

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in favor of HB 294.

MARK WASI ERSKI, Coor di nat or

Head Start

Al eutian Pribilof |slands Association, |nc.

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 294.

ANCELA MORGAN, Executive Director

M ddl e Rivers

Interior Rivers Resource Conservation & Developnent Council,
I nc. (1 RRC&D)

Nat ural Resources Conservation Service (NRCS)

U. S. Departnent of Agriculture; Representative

Ani ak Traditional Counci

Ani ak, Al aska

POSI TI ON STATEMENT: Testified in support of HB 294.

JACK HEBERT, President and Chief Executive Oficer

Cold dimate Housi ng Research Center

Fai r banks, Al aska

POSI TI ON  STATEMENT: Provided a Power Poi nt presentation
entitled, "Pronoting and advancing the devel opnent of healthy,
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dur abl e, and sustainable shelter for Al askans and ot her
ci rcunpol ar people.”

ALAN W LSON, Chairman

Board of Directors

Cold dimte Housing Research Center

Fai r banks, Al aska

POSI TI ON STATEMENT:  Answered a question during the presentation
by the Cold Cimate Housi ng Research Center

CHRI STI NE KLEI'N, Chief Operating Oficer

Calista Corporation; Representative

Nuvi sta Light & Electric Cooperative, Inc.

Anchor age, Al aska

POSI TI ON  STATEMENT: Gave remarks on the Chikum nuk Lake
Hydropower project and introduced M. Brown, Chief Executive
O ficer of Nuvista Light & Electric Cooperative, Inc.

ELAI NE BROAN, Chi ef Executive Oficer

Nuvi sta Light & Electric Cooperative, Inc.

Anchor age, Al aska

POSI TI ON  STATEMENT: Provided a Power Point presentation
entitled, "Chikum nuk Lake Hydropower," dated February, 2012.

ACTI ON NARRATI VE
3:11:58 PM

CO- CHAIR NEAL FOSTER called the House Special Commttee on
Energy neeting to order at 3:11 p.m Representati ves Foster,
Petersen, Lynn, and Tuck were present at the call to order.
Representatives Pruitt and Saddl er were excused. Representative
O son arrived as the neeting was in progress. Representati ve
Edgnon was al so present.

HB 294- PONER COST EQUALI ZATI ON

3:12:46 PM

CO CHAI R FOSTER announced that the first order of business would
be HOUSE BILL NO 294, "An Act relating to the power cost
equal i zati on program”

3:13:48 PM
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REPRESENTATIVE LYNN noved to adopt HB 294 as the working
docunent. There being no objection, HB 294 was before the
comm ttee.

3:14: 31 PM

REPRESENTATI VE LYNN noved to adopt the two fiscal notes attached
to HB 294, one of which was identified as HB294- DCCED Al DEA- 02-
10-12. There being no objection, the fiscal notes were adopted.

3:15:12 PM

REPRESENTATI VE BRYCE EDGMON, Alaska State Legislature, prine
sponsor of HB 294, introduced the bill, saying that HB 294
proposes to return the power cost equalization (PCE) programto
its pre-1999 form At that time, the program offered subsidies
to all users in rural communities with the exception of federal
facilities. Today, the PCE program provides subsidies to
consunmers up to the level of 500 kilowatt (kW hours of use per
month, and is largely limted to residential users in eligible

comunities. The bill wll expand the nonthly cap to 700 kW
hours and will also return nore non-residential users back into
the program Al though discussion about HB 294 will focus on the

PCE program Representative Edgnon expressed his intent to also
di scuss the imedi ate issue of the high cost of energy in rural
communities that rely on diesel fuel for alnpbst any activity.
Representati ve Edgnon observed that the PCE program is already
in place and, wth expansion, could provide imediate relief
from the high cost of energy to rural Al aska. He acknow edged
that the bill has supporters and detractors and testinony wll
cover the fiscal inpact and weaknesses of the program - he
wel coned the debate. The l|legislature has taken a |lot of action
regardi ng energy issues recently because of the increase in oil
prices; in fact, the state has spent a considerable anmount of
noney for weatherization, honme energy rebate, |owincone hone
heati ng assistance, and community revenue sharing prograns, and
$400 mllion has been directed to the PCE endownent, yet it has
not had much effect on the wutility bills in rural areas.
Representative Edgnon urged for a vigorous discussion of the
bill, and a focus on the rising costs of energy in rural Al aska.

3:20:01 PM
REPRESENTATI VE PETERSEN asked whether grocery stores would

qualify for PCE with the changes to the program authorized by HB
294.
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REPRESENTATI VE EDGMON i ndicated yes, and pointed out that the
increase from 500 kW hours to 700 kW hours would not make a
difference in Dillingham or Bethel, but would nmake a difference
in the energy costs of a business in a small village, and
thereby in the overall cost structure of rural Al aska.

3:22: 06 PM

SARA FI SHER- GOAD, Executive Director, Alaska Energy Authority
(AEA), discussed the fiscal inpact of the |egislation. She
directed attention to the fiscal note identified as HB294- DCCED
AEA- 02-10-12, and said the estimated increase in the cost of the
program i s approxi mtely $33,126, 000. On page 2 of the fiscal
note the estimate is divided into three sections: $15, 140, 000
represents the 40 percent increase in customers' reinbursenent
from 500 to 700 kW hours per nonth - this estimate is based on
the assunption that all custonmers will use 700 kW hours for 12
nmont hs, although this my not be true; $17, 900, 000 represents
the annual <cost to include comercial and public school
custoners as eligible custonmers - this estimate was based on
1999 statistics for commercial custonmers and two public school
buil dings per comunity; and $86,000 represents an annual
i ncrease of one additional PCE clerk to manage the program and
verify eligibility. Ms. Fisher-Goad said page 3 indicated out-
year estimates broken down to the PCE endowrent fund and the
$400, 000, 000 coming to the program in future years. The PCE
endownent is based on a three-year average market value so AEA s
projections are for earnings to 7 percent of the market val ue.
She advised that the second fiscal note reflects the new clerk
position at the Al aska Industrial Devel opnent and Export Agency
(Al DEA), Dbecause AIDEA has the positions that carry out AEA
pr ogr amns.

3:26: 27 PM

MEERA KOHLER, President and Chief Executive Oficer, Al aska
Village Electric Cooperative (AVEC), said AVEC is a nonprofit
menber-owned utility serving 54 villages. She advised AVEC is
showing a decline in population for the first time since 1968,
which is a reflection of the exodus fromthe villages that began
in 2008. She expressed AVEC s support of HB 294, and recalled
that PCE was established in 1984 to bring the cost of
electricity in rural Alaska to a level equal to that of urban
Al askans. At the time of inception, the benefit of up to 700 kW
hours was extended to all nongovernnent consuners. The program
has been trinmmed back several tinmes in different ways and the
result is that eligible kW hours have been reduced by about one-
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hal f . The bill seeks to restore additional eligible hours and
eligibility to commercial custoners. Ms. Kohler opined the
restoration of eligibility is a meaningful benefit for the
t housands of Al askans who are comercial custoners. The nenbers
of AVEC account for about one-third of the state's PCE benefits
- $11.3 mllion - and restoring the benefits as directed by HB
294 will result in an additional $4,280,000 in PCE credits to

its nenbers. Further, adding school facilities in AVEC s
villages adds $227,000, and brings the total to a 40 percent
i ncrease. Ms. Kohl er acknow edged these nunbers are different
than what was presented by AEA, because AEA assuned custoners
would claim 700 kW hours for 12 nonths. Al so, the actual
average consunption of PCE-eligible electricity by residential
consuners is currently 284 - not - 500, kW hours. Her

organi zation estimates that its customers' average consunption
would go up from 380 to about 600 kW hours, or less. According
to AEA's report, FY 10 total <cost of electricity in PCE
conmuni ties was about $157,600,000, and PCE provided |ess than
20 percent. She concluded that restoring the benefits wll
result in an increase of program cost to about 27 percent of the
cost of delivering electricity in rural Al aska, and she strongly
encouraged the comrmittee to support the bill.

3:31:26 PM

BRAD REEVE, GCeneral WManager, Kotzebue El ectric Association, said
his conmpany is in favor of reexamning the program to seek a
reduction in the high cost of power in rural areas. The average
usage in Kotzebue is about 560 kW hours per nonth, and the
wi nter seasonal use is the nost difficult for famlies to
manage. He acknow edged there has been past opposition to the

"governnment paying governnent for relief,”" as addressed by the
bill; however, the benefits to schools and businesses in snall
villages could "make or break"” them M. Reeve suggested

continuing conservation and taking a close |look at the details
of the program He expressed his wish for a simlar program for
heating fuel due to the very high prices for diesel in Kotzebue.
M. Reeve cl osed, saying any assistance is appreciated.

3:34: 47 PM

JODI M TCHELL, Chief Executive Oficer, Inside Passage Electric
Cooperative (IPEC), inforned the conmrittee IPEC is a regul ated,
menber - owned, nonprofit, electric cooperative that serves five
rural service areas in Southeast with primarily diesel-generated
power. She spoke in support of the bill, and opined that energy
costs are a quality-of-life issue. Ms. Mtchell cautioned that
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the 500 kW hours limt in the winter causes the utility to have
a higher rate because of |esser econom es of scale. Furt her,
she had heard from her nenbers that businesses are failing in
the face of uncertain energy costs, and because custoners are
devoid of disposable incone. Menbers of her cooperative have
al so seen out-mgration, especially in Kake, and this is very
di st urbi ng because of the potential |oss of its culture.

3:39:13 PM

JOHN HANDELAND, Ceneral Manager, None Joint Uility System
advised that the Cty of None has been interested in changes to
the program for a nunber of years. None is also experiencing
record-breaking cold and an increased cost of fuel, thus the
city council and utility board have nade energy issues a higher

priority. He said the increase to 700 kW hours is beneficial
and the addition of businesses and commercial custoners wll
provi de assistance to snall businesses. M. Handel and poi nted

out that the 70 kW per nonth eligible for community facilities
in each residential community is the [imt at |east since 1999,
but there have been changes...

3:41: 43 PM

Due to technical difficulties, the commttee took an at-ease
from3:41 p.m to 3:46 p.m

3:46: 30 PM

MR. HANDELAND continued to say that the nunber of kilowatts that
are available for local comunity facilities is an area that
should be reviewed as the legislature works on the bill. He
di sagreed that the change in the PCE eligibility rate inpacts
residents' efforts toward conservation; in fact, custoners are
fully aware of the level at which PCE is available and use
electricity out of necessity, not out of |uxury. Regar di ng
AEA' s assunption on the use of electricity to conpute the cost
of the program he pointed out that people need assistance
during the winter, and suggested kilowatts could be banked I|ike
“roll-over mnutes,"” against the need for higher use in the
wi nter for supplenental heat. This would not be difficult to
nmonitor wusing nodern day accounting systens. Finally, M.
Handel and stated that the City of Nome, because of the extrene
cold, is seeing a substantial increase in its accounts
receivable, and is recommending that the effective date of HB
294 be retroactive to the start of the current state fiscal year
- 7/1/11 - for the benefit of consumers who need hel p.
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3:53: 03 PM

GENE STRONG, Board Menber, |PEC, said he supports the increase
to 700 kW hours as this wll help rural comunities and stop
out-mgration to urban areas. He also encouraged seasonal
billing, instead of nonthly billing, because by the tinme PCE
papers arrive the oil bills are past due. M. Strong noted that

the economes of the small communities are tight, and
nonexi stent in wnter. Hs utility covers a large area of five
communities that are not connected, although there are sone
hydroel ectric projects that will be underway in the future with

| egi sl ative support.
3:56:18 PM

PETER ANDREW President of the Board of Directors, Nushagak
Electric & Tel ephone Cooperative, Inc., expressed his support of
HB 294. Nushagak is in the Bristol Bay region and provides
electricity, telephone, cable TV, and internet service. M .
Andrew explained that |ike Nonme, Dillingham serves as a hub to
provide for many smaller communities, and restoring the increase
in kWhours will enhance economic growmh and will help Al askans.
H s area has also suffered fromrecord cold and he urged support
for the bill.

3:57:46 PM
REPRESENTATI VE EDGVMON asked how the aftermath from the cold
winter will inpact the Bristol Bay region and IPEC utility
cust onmers.
3:58:28 PM

MR. ANDREW said he has seen Al askans buying heating oil five
gallons at a time. This bill "frees themup a little bit nore
to buy a little nore fuel." In addition, D llingham residents
have been using wood for heat and the weatherization program has
hel ped rural Al askans stretch their doll ars.

4:00: 01 PM

ANDREW @QJY, President and Chief Executive Oficer, Calista
Corporation, spoke in support of HB 294, specifically for the
provision to include conmercial businesses. The Al aska Native
Clainms Settlenent Act (ANCSA) corporations were forned 40 years
ago to benefit shareholders and descendants, and to inprove
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soci oeconom ¢ st andards. One of the best ways to do that is to
start new businesses that provide jobs; however, it is very hard
to start and operate a business in rural Al aska because of the

cost of electricity. In his travels around his region, he sees
peopl e going to Bethel and Anchorage to shop, due to the higher
cost of local goods. M. Quy said this is wong and stops
growh in the |ocal econony. He urged consideration of HB 294
as it will help village corporations grow by |owering the cost
of doing business. He expressed his belief that urban

busi nesses have benefited from energy progranms in the Railbelt,
and rural Al aska deserves parity.

4:03:46 PM

HENRI CH KADAKE SR, Mayor, City of Kake, said he whol e-heartedly
supports the bill because the population in Kake has decreased
al nost 45 percent - from over 900 residents to 510. The

decrease in population is due to the small businesses in Kake
that cannot operate because they cannot afford energy, and

because houses are not kept warm Ni nety percent of the
popul ation lives on a fixed incone, and even the tribal
corporations cannot stay in business. M. Kadake urged the
committee to support the bill saying, "it's a good thing for the

people in the rural communities and Sout heast too."
4:05:28 PM

ANDY VARNER, Executive Director, Southwest Alaska Mnicipal
Conference (SWAMO), said SWAMC is the Alaska Regiona

Devel opnent Organi zati on Region (ARDCR) representing Bristol Bay
Bor ough, Lake & Peninsula Borough, Kodiak Island Borough, and
the Aleutian and the Pribilof Islands. He expressed his
appreciation to Representative Edgnon for introducing the
| egi sl ati on. One of the major objectives of SWAMC is to
increase economc and business developnent in its region

however, rural Alaska is a challenging environment in which to
operate a business. The high costs of energy, infrastructure

and long distances to nmarkets conbine to stifle economc
devel opnment, particularly when the full cost of energy is passed
on to consuners in a vicious cycle. M. Varner agreed that many
busi nesses are on the verge of closing because of fuel costs

and observed that schools need to put their noney into
curricula. In tinmes of high oil prices, the state "rides on the
back of residents and businesses,” and HB 294 is a good start to
a conversation on the goal of keeping people in business in
rural Alaska. He advised that PCE is critical to rural Al askans
- as are the other prograns supporting energy efficiency,
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renewabl e energy, and weatherization - but HB 294 would directly
i mpact busi nesses.

4:09:32 PM

ROBERT  VENABLES, Energy Coordi nat or, Sout heast  Conf erence
stated that Southeast Conference is the state's regiona
devel opment organi zation for Southeast Al aska, and the federally
recogni zed economc district. He thanked the |egislature for
its efforts to bring about the long-term inprovenents that are
needed to develop regional and renewable energy resources that
will dimnish and displace the dependency on diesel fuel, as
well as the need for PCE At this tinme, however, comunities
have devastated economes and businesses are hurting 1in
comunities |ike Hoonah, and disappearing in comunities Ilike
Angoon and Kake. I n Sout heast, the cost of operating schools
continues to increase although federal support has dim nished.
The bill does not seek to establish a new program but restores
the original intent of PCE, and gives rural businesses a future.
M. Venables said that HB 294 can help as everyone works for
better |ong-term sol utions.

4:12: 24 PM

TARA BOURDUKCFSY, Director, Human Services, Aleutian Pribil of
| sl ands Association, Inc. (APIA), said APIA represents 13 of the
federally recognized tribes in its region. Ms. Bour dukof sy
supervises the federal Head Start, Admnistration for Children
and Famlies, Departnment of Health and Human Services prograns

in Sand Point, St. Paul, Unalaska, and King Cove, and she
introduced the Head Start coordinator. She said APIA is very
encouraged by the bill and urged that it be noved forward.
4:14:19 PM

MARK WASI ERSKI, Coordinator, Head Start, APIA informed the
committee of the inportance of including Head Start prograns as
part of the school system in Alaska so PCE can be available to
rural progranms whether they are housed alone, within a school
district, or are in another facility, such as a tribal conmunity
bui | di ng. Rapidly increasing power costs have drastically
inpacted the Head Start programis ability to provide the basic
program needs of health, safety oversight, and nutritional
services, as noney is diverted to pay for power costs of up to
$2, 000 per nonth. The inclusion of Head Start prograns into PCE
will free noney to nore adequately provide for the basic
required services that Head Start provides to Alaska' s nost
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needy children. M. Wasierski expressed his full support of the
bill and a return to the "1998 | evels."

4:15:49 PM

ANGELA MORGAN, Executive Director, Mddle R ver, Interior Rivers
Resource Conservation & Developnent Council, 1Inc. (Interior
Ri vers RC&D), Natural Resource Conservation Service (NRCS), U.S.
Departnent of Agriculture, and a representative of the Aniak
Tradi ti onal Counci |, sai d Interior Ri vers RC&D  counci
represents eleven villages on the mddle Kuskokwim R ver and
four villages on the Yukon River. She said she was also
speaki ng on behalf of the Aniak Traditional Council. One of the
main goals of Interior Rivers RC& council is to seek economc
devel opnent for the villages, therefore, she expressed her
support of HB 294, and the increase from 500 to 700 kW hours.
Her region has also suffered from extrenely cold weather,
especially in the mddle Yukon River and m ddl e Kuskokwi m Ri ver
areas, and residents are having broken pipes and difficulties
caring for their famlies and el ders during power outages. Even
with the current |evel of PCE, residents are paying over $1,000
per nmonth for fuel and electricity, and are worried about being
di sconnected for nonpaynent of their bills. M. Mrgan stressed
that small businesses also need to be eligible for PCE, and
acknowl edged the past work by legislators that has helped the
region.

4:20: 39 PM

COCHAIR FOSTER said HB 294 wuld be held for further
consi derati on.

4:21: 00 PM

PRESENTATI ON:  OVERVI EW BY COLD CLI MATE HOUSI NG RESEARCH CENTER

4:21:25 PM

CO- CHAI R FOSTER announced the next order of business would be a
presentation by the Cold Cinmate Housing Research Center

4:21:24 PM

JACK HEBERT, President and Chief Executive Oficer, Cold Cimte
Housing Research Center ( CCHRO) , provided a  Power Poi nt
presentation entitled, "Pronmpoting and advancing the devel opnent
of healthy, durable, and sustainable shelter for Alaskans and
ot her circunpol ar people.” M. Hebert said CCHRC is a 501c3
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nonprofit founded by the Al aska state honebuilding industry to
find practicable solutions to the cost of power and the cost of
energy. The work of CCHRC is nore urgent, tinmely, and inportant
now than ever. The Al aska Housing Finance Corporation (AHFC
supports the research at CCHRC in a big way, although it also
seeks funding from other sources. The CCHRC headquarters in
Fairbanks is a LEED Platinum certified building, and is
considered to be the nost energy efficient building at its
l[atitude in the world. It was built at less than the cost of a
standard commercial building, and uses approximately 50 percent
| ess energy. He cautioned that shelter is a matter of physica
and economic life or death in Alaska due to the issue of
sustainability, thus CCHRC aggressively works on the outer
envel ope of a house, and also on indoor air quality,
affordability, and on wusing prograns that allow honeowner

i nvol venent in design and construction. M. Herbert recalled
CCHRC was founded in 1999 and now has over 30 enpl oyees working
on prograns from Barrow to Hydaberg; it is a statew de

organi zation with 50 active projects, many in rural Al aska.
Al t hough the urban areas are not neglected, the people living in
areas in a "crisis node" have led to the origination of CCHRC s
sustai nable northern shelter and comunities program He
expl ai ned that the sustainable northern shelter and conmunities
program is a process that begins with working with a |ocal
community - |ooking at the physical, environmental and economc
resources available - and wusing indigenous w sdom with 21st
century technol ogi es. This process will "bring the good from
the past into today and try to make it work." There are many
probl ems when adapting to the present: the cost of energy, the
cost of construction, and the fact that building a home in rural
Al aska is not attainable for nost famlies even though they have
creativity and talent.

4:29:35 PM

MR. HEBERT warned that a partnership between housing authorities
and rural and wurban populations nust nove quickly to find
answers to these issues. For exanple, the first prototype hone
was built three vyears ago in Anaktuvuk Pass, and was a
collaborative effort with the residents there; in fact, the
architecture of the hone reflects the culture and lifestyle of
the area. As building scientists, the goal of CCHRC was to
deliver the materials for one house in a DC-6 and build it
quickly with [local |[abor. The house was greatly successful,
whenever possi bl e using | ocal material s, | ocal peopl e,
alternative energy systens, sustainable systens, and onsite
water and waste water treatnent to avoid the cost of connecting
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with a utility. The house has a sinple heating and ventilation
system has been occupied for three years, and uses 150 gallons
of fuel oil per year to keep the entire house from 78 degrees to
80 degrees in wnter.

4:32:28 PM

CO CHAI R FOSTER asked whether earth "berming" is used all around
t he house.

MR. HEBERT explained that earth bermng is used against the
prevailing wind to prevent "drift." A refined design of the
Anakt uvuk Pass prototype is now being used by the Tagiugmullu
Nunam ul lu Housing Authority (TNHA) in five villages on the
North Sl ope. In further response to Co-Chair Foster, he said
the cost of a regular new house in Anaktuvuk Pass is $750, 000;
the cost of the prototype was about $300, 000.

4:34:16 PM

MR. HEBERT, in response to Representative Petersen, said the
prototype is 1,100 square feet, with three bedroons.

MR. HEBERT, in response to Co-Chair Foster, said the house has
an R-value rating of R-60, and is constructed wth soy-based
foam with no conductive surfaces to the outside. This design is
specific to Anaktuvuk Pass, however, in other regions the sane
principles and approach are used; for exanple, on the North
Slope it is not possible to berm earth over the house, so the
house itself sits on an R-120 thermal rack that protects the
per maf r ost .

4:35:34 PM

REPRESENTATI VE LYNN asked how the houses are protected from
hum dity inside the house.

MR. HEBERT explained the prototype uses a recirculating system
with a heating elenent in the airstream of the heat recovery
ventilator (HRV). The heater is small - 17,000 British therma

units (Btu) - and puts air into the airstream of the HRV

Instruments in the home indicate the |evel of CO2, noisture,

tenperature, and occupant |load in order to mintain a very
heal thy indoor air quality.

4:37:06 PM
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CO CHAI R FOSTER noted the I ow rate of oil consunption.

MR. HEBERT advised that the prototype was nodeled to use 112
gal l ons of fuel per year, but the honmeowner keeps the hone very
war m He turned to the housing situation in Quinhagak, where
over 30 percent of the hones are at catastrophic structural
failure and are using 1,200 to 1,400 gallons of fuel oil per

year. The prototype design, which was developed by the
residents, was simlar to a yurt - the shape of their
traditional hones - and was very thermally efficient for this
area and provided safe egress. The house al so used a HRV system
and a small Toyotom heater. This prototype has wused 170
gal lons of fuel per year for the past two years with very good
indoor air quality. M. Hebert observed that it is hard to

denonstrate the work CCHRC does in rural villages, but a new
project starting this spring on the site of the University of
Al aska Fairbanks (UAF) will do so. The Sustainable Village at

UAF, which will be built over the next ten years, wll consist
of four zero-energy hones per vyear that wll be built wth
renewabl e and efficient systenms in a village setting. St udent s
will design and build the houses under a private sector nodel,
meaning that the houses will be financed and paid for by the
students who will be the anchor tenants. The village wll
denonstrate science and will allow for builders to conveniently

"tinker with a prototype."
4:42: 42 PM

MR. HEBERT stated that CCHRC is working on innovative solutions
such as heat punp technology, solar-thermal strategies, and
geopol yner concretes. Anot her of these is the BrHEAThe System
which is a conmbination high efficiency, long-rig truck heater,
incorporated with a HRV, and that runs off a 12-volt battery

producing great indoor air quality. There is also a study
underway on passive refrigeration and how to use outside air to
control the tenperature in a refrigerator or freezer.
Ceopl oyner concrete uses fly ash waste from the generation of
electricity to replace Portland cenent. For the first
denonstration of its use in North America, CCHRC will wuse this
product to build an addition to the research center. He advised
this industry has great potential for Al aska because the
material can be produced here for future dam construction. He

pointed to the construction of a net-zero energy honme in
Fai rbanks and added that the addition to the research center
will have 50,000 gallons of thermal water storage for wnter
space heat.
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MR. HEBERT turned to the subject of the power of informtion.
The research center needs to publicize its programs along wth
all of Alaska's wunmatched energy efficiency and retrofit
progr ans. In fact, the followup on the effectiveness of the
prograns is of extreme interest internationally. Regardi ng the
retrofit program he estimated that iif the retrofit program

continues, and weatherizes all the hones in the state, the
energy savings would equal the output of the proposed Susitna
Dam Energy savings also reduce the cost of the power cost

equal i zation (PCE) program He concluded that Al askans can find
creative sol utions.

4:47:09 PM

ALAN W LSON, Chairman, Board of Directors, Cold dinate Housing
Research Center, added the technologies and new materials from
CCHRC projects are now being used in 50 percent of the new hones
in Juneau, resulting in a 30 percent reduction in energy use.

REPRESENTATI VE LYNN asked whether sonme of these features can be
used in desert areas to conserve air conditioning.

MR. HEBERT indicated yes, and added that the principles |earned
in an extrene environnment can be applied globally.

REPRESENTATI VE PETERSEN asked whether CCHRC was obtaining
patents on its new technol ogy.

MR. HEBERT stated that because of the lack of resources, CCHRC
intends to get its technology commercialized, and "have others
take the ball."

The conmttee took an at-ease from4:48 p.m to 4:51 p. m

4:51: 05 PM

PRESENTATI ON:  Progress Report on Lake Chi kum nuk Hydr opower
Proj ect

4:51:29 PM

CO CHAI R FOSTER announced that the final order of business would
be a progress report on Lake Chi kum nuk Hydropower Project.

4:51: 37 PM
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CHRI STINE KLEIN, Chief Operating Oficer, Calista Corporation;
Representative, Nuvista Light & Electric Cooperative, Inc., said
she would provide an update on the Chi kum nuk Lake Hydropower
proj ect . Ms. Klein recalled last year her organization
requested funding and support for a hydropower project in
Sout hwest Al aska. The |l egislature nmade the project possible by
appropriating $10 mllion for the highest priority project in
the Calista - Association of Village Council Presidents (AVCP)

regi on. She introduced M. Brown, the new chief executive
of ficer for Nuvista Light & Electric Cooperative ("Nuvista") who
was hired in August 2011, after a nationw de search. Nuvi st a
was formed with the mission to inprove the energy econom cs of
rural Alaska, and Ms. Klein said this project will "get us on
our way." The nonprofit cooperative is made up of 12 board
nmenbers from throughout the region as well as Alaska Village

El ectric Cooperative (AVEC), Yukon-Kuskokwi m Health Corporation
(YKHC), AVCP Regional Housing Authority (AVCP-RHA), Mddle
Kuskokwi m Electric Cooperative, Chaninnik Wnd Goup, Lower
Yukon Representative, AVCP, and Calista Corporation.

4:54: 06 PM

ELAI NE BROAN, Chief Executive Oficer, Nuvista Light & Electric
Cooperative, Inc., provided a PowerPoint presentation entitled,
" Chi kum nuk Lake Hydropower," dated February 2012. Ms. Brown
informed the committee the project wll inpact 59,000 square
mles, 56 villages - providing power to 14 villages - , and the
Kuskokwi m and Yukon Rivers. She said the population in the
region is increasing by approximately 6 percent per year, thus
t he hydropower project is very inportant. Recently, Nuvista has
reviewed approximately thirty-eight studies of the Yukon-
Kuskokwim (Y-K) Delta area, seven of which focus on hydropower.
Currently, Nuvista is working with the Al aska Energy Authority
(AEA), Departnent of Commerce, Conmmunity & Econom c Devel opnent,

on a conprehensive region-w de energy study. Nuvista is also
studying the lack of infrastructure linking communities in the
Kuskokwi m ar ea. In fact, the Denali Conmm ssion has provided

information on a proposed grid system She observed that the
popul ation in the Y-K area is increasing in spite of high energy
costs and the lack of infrastructure. Her region is |ooking for
a permanent solution that wll wrk wth the power cost
equal i zation (PCE) program and which will address the cost of
energy using wind, hydro, and interties, in order to displace
five mllion gallons of diesel fuel used in the Kuskokw m area
and save approximtely $32,500, 000. The project would also
el imnate about 55,000 tons per year of CO2 that are currently
released. Slide 4 listed the cost of diesel and electricity in
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the Y-K Delta. Ms. Brown pointed out that diesel fuel cost
between $6 and $10 per gallon in 2011, and is expected to cost
between $7 and $12 per gallon in the future. 1In the past, 15-20
percent of famly inconme was used for home heating but now, 60-
75 percent of famly incone is used for heating. In addition,
each comunity has its own electricity generation plant, many of
which are aging and in need of replacenent. She cautioned that
PCE is not a permanent solution. Ms. Brown called attention to
slide 5 which was a graph showing electrical cost projections.
In 2010, the cost of diesel fuel in the villages averaged $.825
per kW hours, which was two tines the cost of diesel fuel in
Bet hel, and the cost of electricity was three and one-half tines
the cost in Anchorage.

4:59: 03 PM

M5. KLEIN added that the slide 5 graph illustrates that the 2005
projection was that the cost would be at $.70 in 20 years;
however, the reality is that the costs are off the graph now.

CO-CHAIR FOSTER asked whether PCE is included in the $.825
aver age cost.

M5. KLEIN explained that PCE varies by area and by the anount
consuned, but the average of $.83 is with the subsidy.

5:00:15 PM

M5. BROW continued to describe some of the conditions in
Nuvista's region: village generators use 20 mllion gallons of
di esel per year, which is one-third of state use; there is no
infrastructure except for a few interties; and there are no

transm ssion lines or roads. Nuvi sta has reviewed previous
feasibility studies on coal, hydropower, and alternatives such
as w nd, bio-mass, and hydro. In coastal villages there is new
interest in developing w nd generation. Because of the $10
mllion provided by the legislature, the Chikum nuk Lake
Hydroel ectric Energy program has begun its permtting process
and licensing phase, and is ready to file its prelimnary

application to the Federal Energy Regulatory Comm ssion (FERC).
Environnmental studies, prelimnary engineering investigations,

and public neetings will be held in the Bristol Bay and Calista
Regions this summer. Slide 8 listed the actions conpleted on
t he Chi kum nuk project: hel d community meetings in Bethel that

resulted in the final choice of the Chikum nuk project; hired
executive director and program nanager; the Nuvista team - 100
percent Al askan hire, 75 percent Native hire, and Yupi k speaking
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- is devel opi ng scopes, public neet i ngs, and agency
coordination; installed the Chikum nuk stream gauge wth the
US  Geological Survey, US. Departnent of the Interior
conprehensive energy plan underway integrating past and future
work; and applied for grants to fund a regional intertie and
grid system

5:05: 09 PM

M5. KLEIN pointed out that Ms. Brown and the Nuvista team are
assisting communities wth grant applications for federa
fundi ng and ot her avail abl e fundi ng.

M5. BROWN continued, saying an engineering agreenent was signed
with Hatch Engineering in January 2012, and with nine
subcontractors from Fairbanks, Anchorage, Wsilla, and Bethel.
Slide 9 was a map of the Calista Region divided into subregions
that showed existing interties, a proposed intertie, and w nd

t ur bi nes. Slide 10 illustrated t he
I i censi ng/ desi gn/construction schedule for the Chikum nuk Lake
hydro project. She said the first two or three years wll be
extrenely busy with field studies, engineering, environnmental,
agency consulting, public neetings in Dllingham and the Calista
Region, and in Anchorage neeting wth agencies. The FERC
license, final design, and construction begin in 2015, wth the
project operational in 2021. Slide 11 listed the planned

activities for 2012: filing the prelimnary FERC perm:t
application; Departnment of Natural Resources (DNR) neetings on
permtting; agency neetings; Wod Tikchik Advisory Counci
nmeetings; updates with the affected comunities; joint public
informational neetings in Anchorage and in the region; and
prelimnary engineering and dual field season reconnai ssance
work. Alnost two years of field work will be conbined into one
season, including core drilling in Wod Tikchik to determne if
the noraine walls will support the water and the dam Slide 12
illustrated Chi kum nuk Lake Project Phases and she advised that
the $10 mllion has funded the first phase including |icensing
activities; field geotech, environmental studies, prelimnary
engi neering, investigations, and holding public neetings within
t he regions.

5:10: 03 PM

M5. BROM concluded that the schedule shows activities for the
next 10 years. As an aside, she nentioned that the per capita
investment in the Y-K Delta is $17,262, as conpared to $16, 200
per capita in the Railbelt.
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5:12: 01 PM

REPRESENTATI VE PETERSEN confirned that the conparison was wth
t he per capita cost of the Susitna R ver dam project.

5:13: 07 PM
ADJ OURNVENT

There being no further business before the conmttee, the House
Special Commttee on Energy neeting was adjourned at 5:13 p. m
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