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8:04: 07 AM

CO- CHAIR DOUG | SAACSON called the House Special Conmittee on
Energy neeting to order at 8:03 a.m Represent ati ves Nageak,
Josephson, and |I|saacson were present at the call to order.
Representatives Foster and Hughes arrived as the neeting was in
pr ogr ess.

OVERVI EN(S): STATE ENERGY POLI CY

8:04:35 AM

CO- CHAI R | SAACSON announced that the only order of business
woul d be a presentation by the Al aska Energy Authority (AEA) on
the state's energy policy. The presentation wll include an
overview of energy-related activities ongoing throughout state
gover nnent .

8:06: 29 AM

SARA FI SHER- GOAD, Executive Director, Alaska Energy Authority
(AEA), Departnent of Commerce, Community & Econonic Devel opnent,
(DCCED), said she will talk about AEA's role in and perspective
of the state's energy policy. She rem nded the commttee AEA s
mssion is reducing the cost of energy through four primry

areas: | nvesting in Al aska' s Ener gy | nf rast ructure;

Diversifying Alaska's Energy Portfolio; Energy Planning and
Policy; and Technical and Community Assistance [slide 2]. In
addition, the presentation will include information about the
Interior Energy Plan. Ms. Fisher-Goad assunmed the commttee's
interest in how the state agencies work together to proceed from
policy to projects. Many agencies in state government play a

role, beginning with the admnistration and executive branch
providing |eadership, to financing mnechanisnms provided by the
Al aska Industrial Developnment & Export Authority (AlDEA). The
| egislature has a role in directing AEA to policy devel opnent,
and her agency has provided project evaluations on the Interior
Energy Plan to its board. The board of directors has also heard
various project evaluations such as an econom c analysis on the
introduction of a high voltage direct current (HVDC) project in

Al aska. The agency also has progranms and projects to nanage,
loans and direct grants to nanage, project nmanagenent, and
proj ect oversight. Through its programs, AEA has mde a

commitnment to the legislature to provide oversight and
managenent as an ongoi ng aspect of projects under construction.
Ms. Fisher-Goad stressed that in addition to AIDEA AEA has
partnerships wth private organizations [slide 3]. She
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presented a graph that depicted public and private sector energy
prograns, residential prograns with the Alaska Housing Finance
Corporation (AHFC), |loan prograns, AEA assistance prograns,
Departnment of Health and Social Services (DHSS) prograns, the
AEA Energing Technol ogy program DCCED prograns for conmercial
| oans, the AIDEA Sustainable Energy & Transm ssion Supply (SETS)
| oan program and the Bulk Fuel and Bridge Fuel |oan prograns.
She concluded that there are many agencies involved in prograns
related to in-state energy use [slide 4].

8:14: 40 AM

GENE THERRI AULT, Deputy Director, Statewide Energy Policy
Devel opnent, Alaska Energy Authority (AEA), Department  of
Commerce, Comrunity & Econom c Devel opment (DCCED), inforned the
commttee AEA seeks to ensure that state agencies follow the
energy policy set by the governor and the |egislature. I n
recent history, the renewable energy fund was established,
energy-related goals were set, funding sources were established
to achieve energy-related goals, and a |oan program through
AIDEA was established to finance energy infrastructure
t hroughout the state. Therefore, AEA nonitors progress towards
the state's goals by coordinating efforts between agencies
[slide 5].

CO CHAIR | SAACSON asked how AEA works with the many private
energy interests in Al aska.

MR. THERRI AULT answered there is a lot of collaboration during
the adm nistration of the renewable energy fund, and there is
interaction with the Alaska Energy Efficiency Partnership group
on i nplenmenting energy policy.

CO- CHAI R | SAACSON i nquired as to the best way to conmuni cat e.

MR. THERRI AULT advised there is a contact person at each agency
to act as a |ink.

8:18: 05 AM

M5. FISHER-GOAD stated AEA's goal for the Statew de Energy
Policy Developnent team is to serve as a clearinghouse and a
point of contact on issues such as access to state l|land and
state resources for energy devel opnent, and the Interior Energy
Pl an. For exanple, AEA seeks how to utilize the propane
avai lable as a byproduct of the liquefied natural gas (LNG
trucking project to reduce the cost of energy for those who wll
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not be connected to the natural gas distribution system Wthin
AEA, there are technical resources on which M. Therriault can
draw to provide policy recommendati ons.

CO CHAIR | SAACSON surmsed on the propane project AEA wll
interact wth the Denali Comm ssion, tribal organizations,
village councils, city governnents, and Native corporations. He
asked whether AEA has sufficient resources to coordinate multi-
agencies for one project.

M5. FI SHER-GOAD said the Interior Energy Plan is a good exanple
of how AEA can draw on its internal resources. As an agency

AEA nanages its resources in an efficient manner and hires
effective experts from the private sector, or coordinates wth
ot her agenci es. Anot her exanple is the Susitna-Wtana Hydro
Project, in which AEA is working closely wth the Departnent of
Nat ural Resources (DNR). Her agency is successful with the
resources it has, and through an annual budgetary process,
determ nes how to conplete its work. Overall, AEA is successfu

and is not |ooking to expand.

CO- CHAIR | SAACSON advised this is a big task; in fact, $1.6
billion was spent on energy projects last year. He asked
whet her AEA has the resources it needs to get affordable energy
to Al askans.

M5. FISHER-GOAD said what the governor has provided in the
Fi scal Year 2014 (FY 14) budget is OK; however, AEA's goal is to
devel op a conprehensive report to the legislature in Decenber
that will reflect additional work to be done by the Statew de
Energy Policy Devel opnent teamin FY 15.

8:26:50 AM

MR. THERRI AULT said AEA is operating alnbst as a departnent of
energy, and has cooperation from other departments and agencies
due to support from the adm nistration. Wen needed, expertise
and resources have been provided to supplenent enployees from
AEA and Al DEA.

M5. FlI SHER- GOAD di spl ayed a nmap which showed AEA projects under
construction in sumrer 2012. She said the map illustrates that
state policy and funding fromthe |egislature have been put into
projects for Alaskans to help reduce the cost of energy.
I[llustrated were projects funded by the Renewable Energy Fund
Grant program systens upgrades, upgrades to bulk fuel systens
and tank farns in rural Al aska, and energy efficiency projects.
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Many projects were funded by American Recovery and Rei nvestnent
Act of 2009 (ARRA) federal funds. The projects were spread
across the state [slide 6].

REPRESENTATI VE NAGEAK asked whether AEA conducts site visits to
renot e areas.

M5. FISHER-GOAD said yes. As the executive director, she
visited Sand Point, King Cove, and Bethel, and she stressed the
i nportance of visiting communities to see the work that is being
done. She directed attention to the state goal of 50 percent
renewabl e electricity by 2025, noting the work acconplished
through the Renewable Energy Fund and the Energing Energy
Technol ogy Fund which |everaged federal funds from the Denal
Comm ssion to provide funding for 16 projects. There is a
capital request in the FY 14 capital budget for $2 mllion to
continue another round of applications to the Energing Energy
Technol ogy Fund [slide 7].

8:32: 33 AM

REPRESENTATI VE NAGEAK asked how AEA evaluates projects for new
t echnol ogy.

M5. FI SHER- GOAD expl ained the process for the Enmerging Energy
Technol ogy Fund begins with a technical evaluation by its
advi sory conmttee, which is conprised of engineers, in order to
reduce the nunber of applications. Afterward, AEA team nenbers
conduct a nore formal process to rank the projects, taking
possible sites into consideration, although site visits are not
needed at that stage.

MR. THERRI AULT added that the state goal encourages residents to
|l ook at what energy source is available to them Ilocally;
however, small wutilities my not have the funds necessary to
expl ore and evaluate |ocal sources. Through these funds, the
state shares the expense and the risk of evaluating renewable
sources such as wnd. Also, wth enmerging technol ogy,
determining whether a proposal has application in a rural
setting is very expensive and risky, so state funding 1is
necessary.

REPRESENTATI VE NAGEAK asked whether the evaluation process

includes a review of the capability of the existing power
syst em
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MR. THERRI AULT said yes. For exanple, during the grant process,
the existing distribution systemis part of the evaluation of a
proj ect .

8:37:24 AM

CO- CHAIR | SAACSON referred to the proposed propane project in
the Interior, and noted that recent investnents have been nade
in oil infrastructure. He asked how AEA will evaluate the cost
to conmmunities to prepare for a propane distribution system and
who will get "new' state funds.

8:38:22 AM

MS. FI SHER- GOAD advi sed AEA is evaluating costs on this topic as
part of the Interior Energy Plan, rural energy prograns, and
proposed energy infrastructure. Menbers of the AEA rural energy
team wil|l develop a nodel on the costs and source of funding to
provide infrastructure. The SETS funding program wll allow
AIDEA to nmanage l|oans so that entities can "cost-share"
projects, in addition to the |oans the |egislature can provide.
There is conditional |anguage that limts state funding to 50
percent of the total project cost on projects that AEA manages.
As an aside, she said the Renewable Energy Fund advisory
commttee is neeting on 4/4/13 in Juneau and invited the
conmittee to attend.

REPRESENTATI VE NAGEAK asked about the length of the vetting
process on new, energing technol ogy.

8:42: 37 AM

M5. FlI SHER- GOAD answered that the process is an extensive, two-
phase process, followed by an appeal period after each deci sion.
First, there is a "statutory construct,"” followed by regul ations
for the project, and a final opportunity for appeal.

REPRESENTATI VE NAGEAK clarified that his question is whether AEA
can test a system to ensure it wll not break down in rural
areas; for exanple, wind or geothermal technol ogy.

IVS. FI SHER- GOAD  opi ned hydroel ectric (hydr o) structures
typically have a 50-year |life and provide long-term stable
power. Wnd projects are expected to |last 20 years to 30 years.

MR. THERRI AULT added that a grant application has to show that
the proposed project using new technology wll have a useful

HOUSE ENE COWM TTEE - 6- April 3, 2013



application in Alaska within five years. He pointed out that

the intent of House Bill 306 was that the power project fund
will serve as the main source of state assistance for energy
proj ect s. Following that, the legislature established the SETS
| oan program to under pi n state i nvest ment in ener gy
infrastructure, and |imted the state's participation to 50
per cent . M. Therriault said AEA interprets these |egislative
actions to nean that limted funds wll still be available in

the event of declining state budgets.
8:47:53 AM
M5. FISHER-GOAD directed attention to the state's energy

efficiency goal of inproving energy efficiency 15 percent by
2020. Her agency works in partnership with the Al aska Housing

Fi nance Corporation (AHFC) on residential hones, public
bui | dings, and comercial buildings. There is a focus by AEA on
comer ci al bui | di ngs, rural public buildings, i ndustri al

facilities and the supply-side efficiency of power systens.
Coordi nation of state agencies is provided by AEA [slide 8].

REPRESENTATI VE HUGHES inquired as to how the 15 percent 1is
appl i ed.

M5. FISHER-GOAD responded that the goal is to achieve a 15
percent reduction in usage.

CO CHAIR | SAACSON asked how AEA w il ensure the increase i
efficiency is spread across the state, so that the benefits wl
reach all communiti es.

n
I

M5. FISHER-GOAD pointed out the previously displayed map of
construction projects shows the projects that are underway
t hroughout the state. The Village End Use Efficiency Measures
(VEUEM) program targets small rural communities, and industrial
facilities - such as fish processing - are assisted through the
| ndustrial Energy Audit of Seafood Processing Plants. She said
AEA and AHFC seek to ensure that assistance and funding are
accessible to all regions and entities in the state.

8:52: 08 AM

CO CHAI R | SAACSON surm sed AEA participates in loans to achieve
energy goals; however, other prograns such as the Rural Al aska
Community Action Program Inc. (RurAL CAP), adm nister grants to
help efficiency and |ocal enploynent. He asked how AEA works
with different organi zations.
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M5. FI SHER- GOAD advi sed the Al aska Energy Efficiency Partnership
consists of many entities, including RurAL CAP,that are involved

in energy efficiency efforts. |In addition, AEA has granted pass
through ARRA funds to entities such as the Renewable Energy
Al aska Project (REAP). She said many other organizations are
working diligently towards the energy efficiency goal. The

Al aska Energy Efficiency Partnership serves as a clearinghouse
and neets quarterly to discuss the variety of prograns and
funding sources that are avail able. The coordination between
AEA and AHFC has been successful for many years. Turning to
rural energy infrastructure, she gave the exanple of St. GCeorge
as a comunity that applied for a Renewable Energy Fund G ant
for a wind system that was partially funded by the Denal

Comm ssi on. As the project was assessed, it was apparent the
power house was in need of si gni ficant upgrades before
electricity generated by wind could be integrated into the
system At this time, AEA is working with the comunity to

rebuild its powerhouse, although at the tinme the grant was
denied, community nenbers were very unhappy because they were
ready to proceed wth economc developnent plans for the
community [slide 9].

8:57:49 AM

MR. THERRI AULT recalled that at the tinme the renewable energy
fund was established, the <cost of power was rising and

assistance was needed, but individual Ilegislators were not
always able to deternmine the needs of a conmunity in their
district. The renewable energy fund enables AEA to plan with a

communi ty and devel op the proper path to a sol ution.

M5. FISHER-GOAD infornmed the committee AEA supports regiona

sol utions and regional energy planning. Al aska is a very large
state with diverse resources and has no one answer for power
gener ati on. A regional planning effort is necessary and AEA
seeks to help develop regional pl ans, provi de technical

assistance, and assist in developing financing options for
proj ects. The Railbelt Integrated Resources Plan and the
Sout heast Integrated Resources Plan have led to large projects
[slide 10]. She provided a map of energy regions and Al aska
Native Clains Settlement Act (ANCSA) boundaries, and a list of
current regional plan contracts [slides 11 and 12]. An FY 14
capital request has been submtted to continue wth regional

pl anni ng efforts.
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CO CHAI R | SAACSON asked if AEA or regional l|leaders initiate the
begi nning of a regional plan; in fact, a regional plan supported
by AEA may call for the consolidation of utilities, but may neet
with resistance. He provided an exanpl e.

9:04: 23 AM

MR. THERRI AULT said whether regional |eaders approach AEA or
not, AEA's interest is for a discussion about energy to take
place at the regional |evel. He noted that some geographic
areas have a regional hub community, and smaller areas may not,
but to be successful the conmunity nust enbrace the regional

pl an. The agency |ooks for a local contractor to coordinate
between villages, and identify potential resources to develop
and share wi thin geographic areas or sub-regions. He pointed

out that alnost all of the state is involved in energy planning
at this tinme, albeit at different stages.

CO CHAI R | SAACSON opi ned conmunity resources nust be conbined to
be efficient.

MR. THERRI AULT advised that there is a small team within AEA
that is able to determine whether excess power can be
econonmi cally transported between vill ages.

9:09:17 AM

REPRESENTATI VE HUGHES expressed her concern that statew de
energy planning and policy is not AEA's main priority. She
agreed that regional planning and statew de goals for efficiency
and renewabl es are inportant, but stressed that there needs to

be an overall plan for the future beyond 2020, and for the
future demand for power in 50 years. Representative Hughes
opined the state wll continue to stifle economc devel opnent

wi t hout affordable energy and energy infrastructure across the
state.

M5. FISHER-GOAD pointed out that the state's l|arger projects
will be discussed later in the presentation. She restated AEA s
mssion is to reduce the cost of energy for Al askans and energy
pl anning and policy is one of the four primary areas to achieve
its mssion. Legi sl ation does not necessarily develop in "a
nice Ilinear fashion;" in fact, | egislation <creating the
renewabl e energy fund program preceded that for energy planning
and policy, and nmay have provided inpetus for the formulation of
planning and policy. She acknowl edged there has Dbeen
recognition that AEA's |eadership role is to pull all the pieces
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t oget her. The Susitna-Watana Hydro Project is an exanple of
| ooking at the long-term diversification of the state's energy
portfolio.

9:15:39 AM

REPRESENTATI VE HUGHES urged for AEA - in its |leadership role -
to ensure that its tasks are in the "right order,” wth an
energy plan at the top. Wth an energy plan, AEA's many
prograns and |arge budget will be better understood by |eaders
of industry.

MR. THERRI AULT pointed out that AEA's top goal of reducing the
cost of wenergy is established in statute, as are further
directives from the |egislature. He acknow edged AEA has many
prograns and part of his responsibility is to interact with al

of the program nmanagers and ensure that prograns are
successfully inplenented and neasured. Because of rising energy
costs, the legislature responded to its constituency with the
passage of the renewable -energy fund, which led to long
di scussions with residents to address the geographic diversity

of the regions and sub-regions of the state. At that point
goals and plans were established for regions and sub-regions,
and it was recognized that one plan would not work. In

addition, the progranms needed to be tailored for the different
regi ons and sub-regions throughout the state, and he said due to
the distribution of resources, one plan that is "workable in all
of the state," is probably near to inpossible.

9:21: 07 AM

REPRESENTATI VE HUGHES understood the regional differences of the
st ate. She asked whether |eaders of industry were included in
t he abovenentioned discussions, and whether the discussions
shoul d be revived for further devel opnent of an energy pl an.

MR. THERRI AULT was unsure of all of the participants, however,
| egi sl ators and regi onal |eaders were included.

VB. FI SHER- GOAD said representatives of t he utilities
participated, as did nenbers of the Al aska Power Association,
the Alaska Village Electric Cooperative, and AEA She recalled
that previously the House and Senate sought to consolidate and
conbi ne energy-related bills in an effort to "coalesce this into
one packet of energy legislation." Through a uni que process,
the House led the effort on policy developnent, and the Senate
addressed the devel opment of rel ated prograns.

HOUSE ENE COWM TTEE -10- April 3, 2013



9:25:54 AM

CO CHAI R | SAACSON urged new nenbers of the conmittee to review
past energy-rel ated | egislation.

REPRESENTATI VE HUGHES was not convinced that a plan exists or
that industry was invol ved.

REPRESENTATI VE NAGEAK cautioned that there is nuch work ahead to
| ower costs for the entire state, encourage econom cC
opportunities, provide access for rural areas to a regional
center, and provide road access for the rest of the state.

CO CHAI R | SAACSON agreed that transportation corridors for roads
and pipelines are necessary to connect conmunities to each other
and to markets. He stressed that along with projects that wll
i mpact 80 percent of the state, there also nust be support for
mcro projects that wll help areas that are renoved
geogr aphi cal l y.

9:31: 03 AM

M5. FISHER-GOAD turned attention to the Susitna-Wtana Hydro
Project, noting that this project will benefit 80 percent of the
state's population, but does not conpete with a natural gas
pi peline because the pipeline will provide North Slope natura

gas for heat, and the Susitna-Watana Hydro Project is an effort
to diversify the state's electrical generation portfolio,
provide a long-term source of clean energy, and pronote the

integration of variable power sources [slide 13]. She
acknowl edged HVDC technology nay be utilized for a transm ssion
system for the Railbelt in order to "unconstrain”™ the

transm ssion system from Bradl ey Lake Hydroelectric, regardless
of whet her Susitna-Watana Hydro is conpl et ed. Furt hernore, AEA
has analyzed HVDC because of its potential wuse in renote
applications; however, there has not been nuch support from
| ocal utilities. Regarding road corridors, she advised AIDEA is
| ooking at a road project in Anbler. She indicated that AEA
will respond to the conmittee's questions about the size of the
Susi t na- WAt ana Hydro Project and the cost of expansion.

9:36: 01 AM

REPRESENTATI VE HUGHES has heard sone residents support the
construction of a natural gas pipeline instead of a dam She
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referred to published data that electricity from the dam wl|
not be cheaper than that fromnatural gas for 12 years.

MS. FI SHER- GOAD said that AEA conpared the cost of gas to hydro
once the hydro project is producing and the cost of production
is inflation-proof. This conparison is available in AEAs
annual report.

MR. THERRI AULT enphasi zed that hydro brings price stability to a
power distribution system and although gas may be cheaper

initially, hydro wll be cheaper 20 years or 100 years from now
The investnent in a renewable source of hydro power s
mul ti generational . However, the wuse of power from Susitna-
Wat ana Hydro for space heat is not expected to be economc, thus
natural gas will continue to play an inportant role.

9:40: 08 AM

M5. FISHER-GOAD turned attention to the Interior Energy Plan

which is a predecessor to a gas pipeline and provides an
opportunity to market North Slope natural gas and propane prior
to the construction of a gas pipeline. The financing package
brings custoners and private entities together and wth Al DEA
and private partners taking an equity ownership of a
liquefaction plant on the North Sl ope. She stressed that this
is a financing package, not a grant package, which will allow
the Interior region, wth the assistance of the state, to
achieve savings in residential and commercial heating, and to
address air quality issues in the Fairbanks area [slide 14].
The project goals of the Interior Energy Plan are: provide the
| onest cost energy to the Interior as soon as possible; develop
a distribution system that will be served by the pipeline; and
utilize private sector nechanisnms as nuch as possible [slide
15]. The proponents of the plan are working with AIDEA s
technical team and other potential partners. The financing
package is: $150 mllion AIDEA bonds; $50 mllion general fund
(GF) appropriation to Al DEA, and $125 mllion SETS

capitalization [slide 16]. She offered to provide further
information on the future plans to provide propane to regions of
the Interior which wll not be served by the distribution
system The Interior Energy Plan is very inportant because

about a 50 percent reduction in cost for hone heating is
expected for residents [slide 17].

REPRESENTATI VE FOSTER asked for nore information on the propane

distribution system to rural areas after LNG is trucked to
Fai rbanks from the North Sl ope. He inquired as to whether
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current planning includes the distribution of propane to rura
parts of the state.

9:45: 24 AM

M5. FI SHER- GOAD expl ained the economc analysis of the Interior
Energy Plan is driven by trucking LNG to Fairbanks for storage
and delivery in the Fairbanks area. However, AEA seeks to
capitalize on the propane byproduct of the LNG system
Enmergi ng energy technol ogy suggests that LNG can be stored and
shipped in 1SO (internodal) containers, but "that's definitely
somet hing nuch further down the line." The present focus is on
the distribution system that wll be served by the trucking
schenme and that will eventually be served by a pipeline.

CO CHAI R | SAACSON observed the present plan estinmates a cost of
$1 billion just for the Fairbanks and North Pole distribution
area wi thout any funds for transportation along the river system
or up the coast.

MR. THERRI AULT pointed out the ultinmate build-out hoped for by
the Fairbanks North Star Borough is also in excess of the
present finance plan. In response to Representative Foster, he
stated that the economcs of delivering propane or LNG on the
road system are very different than delivery on the river
system Coastal communities are interested in barge deliveries
of propane; however, AEA nust consider that the econom cs of
each sub-region are different.

9:50:41 AM

REPRESENTATI VE FOSTER cautioned that five years down the road

additional funding for a rural distribution system nmay be
difficult after 80 persent to 90 percent of the population in
the Interior is taken care of, and there is no "urgency."

MS. FISHER-GOAD assured the committee AEA is conmitted to its

rural energy infrastructure program that wll continue to
provi de nmaxi num access, and to ensure that natural gas and
propane can fit into rural plans for future projects. I n

addition, regional energy plans and contractors are working to
incorporate the wuse of natural gas and propane in regions
outside of the Interior Energy Plan. Ms. Fisher-Goad cl osed,
saying that AEA has many energy policy issues on which to work
and will continue to report to the conmttee on devel opnents
[slide 18].
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9:53: 50 AM

MR, THERRI AULT stated that one of two access issues before AEA
is access to tinber as a fuel source. Residents in the Interior
are interested in long-term access to volumes of tinber

resources on state land for a source of fuel. The agency wants
to ensure that regulations and statutes are in place - not only
to cut dinensional lunber - but also to allow for contracts to

utilize tinber as a source for energy. Anot her access question
ari ses when a potential renewable source of energy is |located on
state land, or if state land nust be crossed to transmt power.
For instance, the Nuvista Light & Power Chikum nuk Lake
Hydroel ectric and Alternative Energy Project needs access to
Wod- Ti kckik State Park for research, and near Haines, the
Connel ly Lake Hydroelectric Project requires access to the
Al aska Chil kat Bald Eagle Preserve. M. Therriault advised that
the legislative intent at the tinme these geographic areas were
designated nust be revisited to determne whether to grant
access to state land for the devel opnent of resources and for
the transm ssion of power. An additional issue in Southeast is
whet her sources of power near Ketchi kan can be devel oped by the
private sector and transmtted on the power grid. This question
is also raised in the Railbelt, where there are potential
sources of renewable power that could be developed by the
private sector and integrated into the Railbelt transm ssion
grid. The final issue is the duplication of wutilities in the
Rai | bel t.

10: 00: 17 AM

ADJ OURNVENT

There being no further business before the conmttee, the House
Special Commttee on Energy neeting was adjourned at 10:00 a. m
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