SENATE FI NANCE COW TTEE
February 1, 2013
9:07 a.m

9:07:35 AM

CALL TO ORDER

Co-Chair Kelly called the Senate Finance Commttee neeting
to order at 9:07 a.m

VEMBERS PRESENT

Senat or Pete Kelly, Co-Chair

Senat or Kevin Meyer, Co-Chair

Senat or Anna Faircl ough, Vice-Chair
Senator Cick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny O son

VEMBERS ABSENT

None

ALSO PRESENT

Sarah Fi sher- Goad, Executive Director, Al aska Energy
Aut hority, Department of Commerce, Community and Econom c
Devel opnent; Sean Skaling, Deputy Director, Alternative
Energy and Energy Efficiency, Al aska Energy Authority,
Depart ment of Commrerce, Conmunity and Econom c Devel opnent.

SUMVARY

PRESENTATI ON:  ALASKA ENERGY AUTHORI TY
Sara Fisher-Goad, Executive Director, Al aska Energy
Aut hority

NPRESENTATI ON:  ALASKA ENERGY AUTHORI TY

9:08:15 AM

SARAH  FI SHER- GOAD, EXECUTI VE DI RECTOR, ALASKA  ENERGY
AUTHORI TY (AEA), DEPARTMENT OF COMMERCE, COVWMUNITY AND
ECONOM C DEVELOPMENT (DCCED), provided a Power Point



presentation titled "Al aska Energy Authority Overview and
Renewabl e Energy Fund Update” (copy on file). She noted
that AEA had given a simlar overview to the Senate Energy
Commttee. She pointed out a chart (copy on file) show ng
various state energy prograns that were managed by Al aska
Housi ng Fi nance Corporation (AHFC), AEA, DCCED, and a new
program under the Al aska Industrial Devel opnent and Export
Aut hority (Al DEA).

Ms. Fisher-Goad di scussed AEA's mission to reduce the cost
of energy through various strategies on slide 2:

» Energy Pl anning and Policy

* Technical and Community Assi stance

e Investing in Alaska's Energy Infrastructure
» Diversifying Alaska's Energy Portfolio

Ms. Fi sher - Goad expounded t hat AEA  Dbuilt ener gy
infrastructure in rural cormunities and granted the
finished product to the comunity or its utility. One of
the main strategies for reducing the cost of energy was
through diversification in the energy portfolio; the
Renewable Energy Fund was one of the primary ways
di versification was achi eved.

Ms. Fisher-Goad noved to slide 3 titled "Electricity
Generation by Region." The slide provided a perspective of
annual generation throughout the state; nost  ener gy
generation occurred in the Railbelt region, which accounted
for approximately 80 percent of the state's popul ati on. She
di scussed electricity prices by comunity; the Anchorage
and Railbelt areas had sonme of the |ower energy costs,
while the rest of Alaska (npostly rural and | ess popul at ed)
had significantly higher rates. She stated that regions of
the state with access to natural gas had substantially
| oner heating costs than other areas.

9:12: 36 AM

Ms. Fisher-Goad |ooked at slide 5 titled "Energy Policy
Devel opnment and Coordi nation":

* Deputy Di rector for St at ewi de Ener gy Pol i cy
Devel opnent

» Serve as lead on Alaska’ s energy policy devel opnent
» Coordination of energy plans on statew de |evel
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e Coordinate nmulti-agency efforts
 Individual project analysis and vetting
* Transm ssion planni ng

* Working with Al DEA on LNG trucking

Ms. Fisher-Goad el aborated that Gene Therriault had joined
the AEA nmanagenent team as the deputy director for
Statewi de Energy Policy Developnent and was |eading the
effort towards various policy developnent issues. The
organi zation was coordinating a variety of energy plans in
Alaska; it had led the effort for the Railbelt and
Sout heast Integrated Resources Plans and was involved in
the developnent of various regional plans that were
primarily being led by regional econonmic devel opnent
organi zations. She furthered that AEA had been working wth
a variety of regions to build on an energy pathway it had
devel oped a couple of years earlier with a nore regional
| ook at energy pl anning.

MVs. Fi sher-Goad pointed to additional information on
regional energy planning on slide 6 titled "Supporting
Regi onal Solutions." She shared that AEA was working on

regional projects and transmi ssion efforts that could help
reduce the cost of energy. The effort included transmtting
power from one comunity power house to out | yi ng
conmuni ties.

9:14: 20 AM

Ms. Fisher-Goad | ooked at infrastructure and |arge projects
on slide 7 including Bradley Lake hydroelectric, Al aska
Intertie, and Susitna-Watana hydroelectric. She detailed
that the Susitna-Wtana hydroelectric project had been
authorized two years earlier under SB 42, which had all owed
AEA to nove forward on owning and operating the project
She relayed that AEA had built the Four Dam Pool projects
that were now owned by local wutilities: Terror Lake is
owned by the Kodiak Electric Association; Solonon Gulch is
owned by Copper Valley Electric Association; and the
Sout heast Al aska Power Agency owns Swan Lake and Tyee that
serve Ketchi kan, Wangell, and Petersburg. She shared that
the Larson Bay hydroelectric project that had been built
and owned by AEA was now in |local control.

MVs. Fi sher-Goad comunicated that AEA's rural energy

enphasi s had been on bulk fuel storage facilities and rural
power system upgrades (slide 8 titled "Rural Energy"). She
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rel ayed that Denali Conm ssion funds had primarily financed
projects that had been built in the past 12 years; the
program had been federally driven, but state capital
project funds had been allocated to continue the program
for the construction of power systenms and tank farms. She
expl ai ned that projects were overseen by AEA and granted to
communities. The organization also provided ongoing circuit
rider t echni cal assistance for mai nt enance and the
integration of renewable resources into the systens. She
pointed to an effort to ensure there was an ability to
introduce wind and have effective wind diesel systens in
conmuni ti es.

Ms. Fisher-Goad reported that AEA's Technical Assistance
program had been increased in the past year; two additional
positions had been created to help advance projects in
rural communities and to develop projects that could
qualify for the Renewabl e Energy Fund.

9:17:17 AM

Ms. Fisher-Goad continued to discuss rural energy on slide
9. The Power Cost Equalization (PCE) program was state
funded and served rural conmunities where electrical rates
were three to four tinmes higher than in urban Al aska. The
Regul at ory Conmi ssion of Alaska (RCA) was responsible for
setting rates and AEA was responsible for managi ng funds
and making paynents to utilities. She detailed that the
program had been developed in the md-1980s (around the
same time as the Four Dam Pool projects); it was an
effective way to provide assistance to small comunities
with high cost diesel driven systens, whereas |arge
infrastructure projects my not be economc. The program
paid for a portion of wutility bills for residential
custoners and for comunity facilities. She relayed that
the PCE Endownent had a current balance of $788 million;
PCE paynents were approximately $40 mllion.

Senator Hof fman asked if the expected rate of return for
the PCE fund was in legislation. He believed the rate was
high. M. Fisher-Goad replied in the affirmative. The fund
was statutorily required to earn 7 percent over tine.

Senator Hoffman was concerned that the expected rate of

return required AEA to take on additional risk that could
potentially have high and |ow years. He asserted that the
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rate of return should be between 4.5 percent and 5 percent.
He believed the issue needed to be addressed.

9:19:43 AM

Co-Chair Kelly asked if Senator Hoffrman believed the
| egi sl ature needed to appropriate funds to account for the
years of low investnent return in the PCE fund.

Senator Hoffman clarified that he believed the statutory
rate of return needed to be nodified. He opined that a $400
mllion appropriation the legislature had nade two years
earlier would adequately address the I|low [years]. The
statutory nodification would change the investnent strategy
to make it nore realistic with current markets.

Vice-Chair Fairclough agreed that the rate of return
created an incentive for higher risk projects. She wondered
whet her the legislature should allow the PCE fund to be
invested simlarly to the Permanent Fund instead of
requiring a specific rate of return. She opined that
depending on the size of the fund that it was nice to have
a diversified portfolio with sone investnments in higher
risk areas. She supported a change to the statute and
believed it should be flexible instead of a set 4 percent
or other required return.

Senator Hoffman agreed that flexibility would be the best
approach given that markets did change over tine.

Co-Chair Kelly would talk to Co-Chair Meyer about the
i ssue, but he was happy to have a commttee bill sponsored
if Senator Hoffrman drafted the | egislation.

Senator O son asked how decreased interest rates of 4.5 to
5 percent woul d inpact the PCE payout.

Ms. Fisher-Goad replied that the investnment strategy in
statute operated differently than the program payout. She
explained that the Departnent of Revenue (DOR) is the
fiduciary of the fund. She was happy to work with DOR to
determine the inpacts of different investnent strategies.
She furthered that the PCE fund was statutorily required to
earn 7 percent over tinme, but the payout process was a
three-year nonthly average market value of up to 7 percent
over time. She explained that FY 14 was the first tinme the
$400 mllion cash injection (from the prior year) would
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i npact the funds available for the program The |egislature
had fully funded the PCE program for many years; it had
been a substantial anount of tine since the payout of the
program needed to be prorated. The payout continued to be a
m xture of general fund and endowrent funds. She specified
that of the $400 mllion for program nanagenent and payout,
$7 mllion would cone from general funds. She reiterated
that the payout and change to investnent strategy was a
different equation that the |legislature | ooked at annually.

9:24: 20 AM

Senator O son asked how a change in statute [to the PCE
fund required rate of return] would inpact the end users.
Ms. Fisher-Goad responded that the anount required to fund
the program would remain the same. A revision may just
change the m x of how the program was funded.

Co-Chair Kelly acknow edged that Senator Dunleavy |joined
t he neeting.

Co-Chair Meyer asked when the PCE fund would be self-
sufficient and no [|onger dependent on general fund
appropriations. M. Fisher-Goad replied that based on
current projections the endowent would be able to fully
fund the PCE program in FY 16. She referred to the three-
year cycle and stated that depending on earnings for the
| ast year it could be the com ng year; however, the inpact
woul d be seen in FY 16.

Vice-Chair Fairclough observed that a substantial |oss
could occur if investors were pushed to nmke riskier
investnments in a volatile market (because of the 7 percent
required rate of return), which would require the use of
nore general funds. She stated that there was a way to
secure a flat payout if necessary. Under the current node

nore or |less could be provided once the fund becane whol e.
She wondered if the RCA rates were included in the Al aska
electricity prices shown by comunity on slide 4. She
remar ked that the graph was hel pful because it comuni cated
the magnitude of energy costs for famlies in many areas of
the state. She asked whether PCE was reflected in the
gr aph.

9:27: 08 AM
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Ms. Fisher-Goad believed that energy costs on slide 4 did
not factor in the PCE program She noted that the PCE
program only inpacted about one-third of the kilowatt hours
in eligible communities for a portion of residents'
electricity bills and community facilities. The program did
not cover anything above 500 kilowatt hours and did not
i ncl ude commerci al customers.

Co-Chair Kelly acknow edged that Senator Bishop joined the
nmeet i ng.

Ms. Fisher-Goad discussed the Power Project Fund on slide
10 titled "AEA Prograns.” The program offered | ower
interest |loans for the developnent of small-scale power
facilities; it also funded bulk fuel storage facilities and
renewabl e energy projects. She relayed that half of the
fund's $35 million was currently in an application process.
Pendi ng applications included a wind diesel system for the
Cty of Saint George and the Reynolds Creek hydroelectric
project for Haida Energy. The fund required |egislative
approval for any projects receiving state assistance above

$5 mllion. For exanple, legislative approval would be
required if an entity received grant for $4 mllion and
requested a $2 mllion |oan.

Ms. Fisher-Goad introduced her colleague Sean Skaling and
asked himto continue the presentation.

Senat or Hoffrman acknow edged M. Fi sher-Goad for her
remarkable job during AEA's first five years. He noted that
in the prior year the legislature had extended the program
for 10 years.

9:30: 11 AM

SEAN  SKALI NG DEPUTY DI RECTOR, ALTERNATIVE ENERGY AND
ENERGY EFFI Cl ENCY, ALASKA ENERGY AUTHORI TY, DEPARTMENT OF
COVMERCE, COVMUNITY AND ECONOM C DEVELOPMENT, addressed
energy efficiency and conservation on slide 11. He
explained that the program worked to address energy
efficiency in existing facilities before building new
facilities. The program had a state goal of inproving
energy efficiency 15 percent by 2020 (set by the
| egi sl ature several years back); AEA had the goal in mnd
as it analyzed opportunities for areas of the greatest
inmpact. He pointed to significant prograns including the
Al aska Energy Efficiency Partnership and its website; the
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partnership included nany agencies that were |ed by AEA and
AHFC. The programis focus was to encourage individuals to
increase efficiency. He highlighted that the Al aska
Commercial Energy Audit Program was for privately owned
commercial buildings. He stated that AEA coordinated wth
AHFC on its progranms to provide services to all sectors
including commercial, public, and small-scale industrial
buil dings through the Village Energy Efficiency Program
The commerci al program provided an energy audit and
custoners were responsible for i npl enenting neasures
t hensel ves; whereas, the village program provided a full-
service audit and efficiency work.

9:32:45 AM

M. Skaling noved to slide 12 titled "Energy Efficiency and
Conservation. " He shared that AEA's efficiency and
conservation progranms had touched 132 comunities and 419
bui | di ngs (20,000 conmercial buildings existed throughout
the state); the website www akenergyefficiencymap.org
provided a visual and detail of activity throughout Al aska.
Federal stimulus funding was responsible for nuch of the
progress and had produced great results; on average for
every $1.00 invested there was a $0.29 inmmediate energy
savings (a 300 percent return on investnent after 10
years). He noted that many of the efficiency neasures
i mpl emented would last longer than 10 years (especially
those in rural Alaska). Additionally, the Al aska Conmercia
Energy Audit Program neasures showed a 30 percent to 33
percent savings potential; the measures confortably paid
for thenselves. He added that deeper neasures could be
taken, but 30 percent was a good nunber.

9:34:17 AM

M. Skaling addressed slide 13 titled "Conmunity Hi ghlight:
Emmonak. " Emmonak had received a whole-village retrofit
through the Village Energy Efficiency Program and the
stinmulus funded Energy Efficiency and Conservation Bl ock
Grant  Program The inprovenents were responsible for
$90, 000 in annual savings; 27 percent of savings cane from
efforts to reduce electricity consunption. He reported that
the return on investnent was not as high as the 300 percent
average because deeper repairs had been needed on a couple
of the community's buildings; he pointed to a before and
after picture of boilers in one of the buildings. He added
that | ocal |abor was another foundation of the prograns.
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9:35:51 AM

Vi ce-Chair Fairclough queried whether trained |abor forces
were available in small comunities for naintenance on
current units. M. Skaling confirmed that AEA and AHFC had
done a significant anobunt of training since 2008. He
furthered the nunber of energy auditors for the comrercial
energy audit program had increased from between 3 and 5 to
50. He stressed that work forces had been trained. He
pointed to one contractor who was good at training |oca
staff (on lighting retrofits in particular); the skills
could then be applied to other buildings.

Vice-Chair Fairclough asked whether there was |abor
avai lable in Emmonak to address regul ar mai ntenance needs.
M . Skaling replied that the issue was an ongoing

chal l enge. He shared that |ocal enployees had been trained
side-by-side with the installation contractors, but an

additional need still existed; AEA, AIDEA and the Denali
Commi ssion were all looking for ways to further enhance
traini ng.

Co-Chair Kelly asked Senator Bishop (forner Departnent of
Labor and Workforce Devel opnent (DLWD) conm ssioner) about
prograns offered by the University of Al aska and other
organi zations that were doing building and power plant
mai nt enance in rural Al aska.

9:38: 15 AM

Senator Bishop answered that DWD had worked wth AEA,
AHFC, the Denali Comm ssi on, and the Honebuil ders
Association; DWD had received a $3.6 mllion federal
energy grant and other funds for energy efficiency
trainings throughout the state. He pointed to an Al aska
Vocati onal Technical Center (AVIEC) onsite wnd turbine
that had been integrated into the diesel program students
were trained in Seward for |ocal know edge. He noted that
the boiler shown on slide 13 was state-of-the-art and it
was not possible to train someone conpletely from the get-
go; the maintenance skills could be | earned over tine.

9:40: 40 AM

Vi ce-chair Fairclough questioned whether wunits placed in
rural comunities were standardi zed to nake it easier for a
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person to train |ocal i ndi viduals throughout Al aska
thereby ensuring that snmaller communities could use the
product. She stressed that servicepersons were easier to
come by for state-of-the-art products in an urban areas
than in small commnities. She wondered if using the sane
units throughout rural Alaska was one of <criteria for
investing in small conmmunities in order to make naintenance
easi er to manage.

Senator Bishop comented that sone villages could not
afford to operate a "washateria" after they had been built.
He stressed the inportance of taking a local community's
expertise, size, and needs into consideration when a
washateria was built to ensure the comrunity could afford
to operate it.

M. Skaling replied to a question by Vice-Chair Fairclough

He stated that sinpler systens were being installed and AEA
was clear with contractors that the systens were inportant
for consistency and easy maintenance. Additionally, many of
the sanme systens were being installed (e.g. Toyostoves);
seeing the sane equipnent tinme after tinme made it easier to
mai ntain and made it possible to use parts fromone unit on
another. He highlighted an effort called the Rural Al aska
Mai nt enance Program (RAMP). He detailed that the program
took community rmaintenance needs into account for nunerous
facilities (e.g. schools, public buildings, power houses,
wat er systens). The effort was to create different tiers of
enpl oyees that would work on all of the equipnment in
various areas. He comunicated that various challenges
existed, but a training nodule was currently being set up
that considered different |levels of experience (there could
be a level one enployee in a village and a level two
enployee in a hub community who could perform deeper
mai nt enance).

9:44: 09 AM

Co-Chair Kelly asked how nmuch the University of Al aska was
hel pi ng wi th training.

Ms. Fisher-Goad replied that the training projects for bulk
fuel and renewable energy were primarily with DWD through
the use of AVIEC facilities and itinerant trainings in
comunities. She relayed that AEA worked with the Al aska
Center for Energy and Power related to the Energi ng Energy
Technol ogy Program (EETF). The university was not
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significantly involved in the training program She |isted
ot her partnerships including the Denali Conm ssion that was
heading the RAMP effort wth the Alaska Native Tribal
Health Consortium She furthered that the Al aska Village
El ectric Cooperative had also been involved in discussions
related to increased regional-led training efforts. She had
been collaborating with Sandra Moller, Deputy D rector of
Rural Energy on the 2013 goal towards cost effectiveness
and providing the |argest possible inpact. She referred to
power plant trainings in Seward and shared that AEA was
| ooking at different ways to deliver training including
ensuring that system operators worked closely with AEA and
its contractors to build the systens. She relayed that AEA
was | ooking at a couple of pilot progranms that would bring
individuals to Anchorage to help with the construction of
power houses.

Co-Chair Kelly reconmended that AEA talk with Fred Villa at
the university. He relayed that AVIEC and DLW did a good
j ob; however, the entities did not have assets in multiple
communities like the wuniversity. He detailed that the
university made a shift towards workforce developnent in
the early 2000s specifically for rural Al aska. He pointed
to a past virtual welder training program as an exanple of
innovative training. He elaborated that there were people
who were breaking down barriers for training that allowed
delivery to rural Al aska. He believed there were
individuals on the cutting edge in relation to training at
the university.

9:47: 24 AM

Senator Hoffrman wondered if the circuit rider technical
assi stance program was adequately staffed. He conmmuni cated
that the program had hel ped save very costly infrastructure
projects. He believed that communities took nore pride in
facilities when they took part in the construction and
subsequently took better care of the product.

Ms. Fisher-Goad replied that additional staff and funding
obtained the prior year had provided AEA with the ability
to offer a very effective circuit rider program She
expounded that AEA incorporated a training elenment into its
community visits to ensure that workers understood the
equi pnrent and could work wth AEA on operation and
mai nt enance.
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Co-Chair Kelly asked whether the <circuit rider program
needed additional funding. M. Fisher-Goad answered that FY
13 and FY 14 funding was sufficient. She noted that AEA was
grateful for the significant funding increase provided in
FY 13.

9:50:19 AM

M. Skaling conveyed that AEA published an annual energy
statistics report (slide 14) t hat sumari zed t he
el ectricity generation throughout the state. He highlighted
that the Energing Energy Technol ogy Fund was created by SB
220 in 2010; $8.9 mllion was available (funds were split
evenly between the Denali Commssion the state). He
detailed that 16 projects had been selected for funding in
the first round that was currently beginning. The goal was
to provide a stepping stone to renewable energy and
efficiency with potentially breakthrough technol ogies that
may have a significant future inpact in Alaska. The
projects were required to be comercially viable wthin
five years, were spread throughout the state, and varied
from sinple (e.g. exhaust thinbles) to conplex (e.g.
ai rborne wi nd generators).

M. Skaling directed attention to the Renewabl e Energy Fund
on slide 15. He shared that he had just begun |eading the
program through the round six recomendations. He stated
that the program had good staff and that projects were
t horoughly vetted. The program had approved 227 projects
and had allocated $202.5 mllion. There were approxi mately
75 projects under construction and roughly 80 grants were
in the construction phase. He noted that applicants were
required to present project feasibility studies prior to
construction approval.

Co-Chair Kelly pointed to time constraints and asked AEA to
continue the presentation at a later tine.

Senator Hoffman asked about the governor's goals for
renewabl e energy and how nuch progress had been nmade
t owar ds t hose goal s.

M. Skaling replied that the governor and |egislature had
set a goal for 50 percent renewable energy for electric by
2025. Hydroelectric energy currently accounted for 22
percent and changed from year to year. He shared that the
| ast couple of nonths represented a breakthrough year wth
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some |large wind projects contributing roughly 2 percent. He
concluded that renewable energy currently accounted for
approximately 20 percent to 24 percent [ of t ot al
el ectricity generation].

Co-Chair Kelly comunicated that he wanted AEA to finish
its presentation at a | ater date.

9: 55: 20 AM
RECESSED

10: 45: 51 AM
RECONVENED

#
ADJ OURNVENT

10: 46: 13 AM

The neeting was adjourned at 10:46 a.m
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