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W TNESS REG STER

JOSHUA BANKS, St aff

Representative David Tal erico

Al aska State Legislature

Juneau, Al aska

POSI TI ON  STATEMENT: Speaking on behalf of Representative
Tal erico, sponsor, summarized the changes in HIR 8, Version H

NORVAN ROKEBERG, Comm ssi oner

Regul at ory Conmi ssion of Al aska

Anchor age, Al aska

POSI TI ON  STATEMENT: Speaking as a commssioner of the
Regul at ory Comm ssi on of Al aska, suggested changes to HIR 8.

FRED PARADY, Acting Comm ssioner

Departnent of Comrerce, Community & Econom c Devel opnment

Juneau, Al aska

POSI TI ON STATEMENT: Provi ded background information on behalf
of the administration during the hearing on HB 105.

TED LEONARD, Executive Director

Al aska | ndustrial Devel opment and Export Authority

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnent

Anchor age, Al aska

PCSI TI ON STATEMENT:  Provided a sectional analysis of HB 105, on
behal f of the House Rules Standing Commttee, sponsor by request
of the governor.

GENE THERRI AULT, Deputy Director
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Al aska Energy Authority

Depart ment of Comrerce, Conmunity & Econom ¢ Devel opnent
Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified during the hearing on HB 105.

BOB SHEFCHI K, Project Leader

I nterior Energy Project

Al aska | ndustrial Devel opnment & Export Authority

Depart ment of Commrerce, Community & Econom c Devel opnent

Fai r banks, Al aska

POSI TI ON STATEMENT:  Answer ed questions during the hearing on HB
105.

LUKE HOPKI NS, Mayor

Fai rbanks North Star Borough

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 105.

JOHN EBERHART, WMayor

City of Fairbanks

Fai r banks, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 105.

RICK SCLIE, Chair

Energy Conmittee

G eat er Fairbanks Chamber of Commerce

Fai r banks, Al aska

PCSI TI ON STATEMENT:  Speaki ng on behal f of the Greater Fairbanks
Chanber of Commerce, testified in support of HB 105.

DEL CONRAD, Chief Executive Oficer

Rural Al aska Fuel Services

Anchor age, Al aska

PCSI TI ON  STATEMENT: Provided an overview of his conpany's
oper at i ons.

ACTI ON NARRATI VE

10: 17: 33 AM

CO CHAIR JIM COLVER cal |l ed the House Special Comm ttee on Energy
nmeeting to order at 10:17 a.m Representatives Talerico,
Tilton, Caman, Wol, and Colver were present at the call to
or der.

HIR 8-FEDS ALLOW STATE TO MAKE ENERGY CHO CES

HOUSE ENE COWM TTEE - 3- February 17, 2015



10: 18: 08 AM

CO CHAI R COLVER announced that the first order of business would
be HOUSE JO NT RESCLUTION NO. 8, Urging the federal governnent
to enpower the state to protect the state's access to affordable
and reliable electrical generation.

10: 18: 18 AM

REPRESENTATIVE TILTON noved to adopt the proposed comittee
substitute (CS) for HIR 8, |abeled 29-LS0401\H Nauman, 2/16/15
as the working draft. There being no objection, Version H was
before the commttee.

10: 19: 18 AM

JOSHUA BANKS, Staff, Representative David Talerico, Al aska State
Legi slature, on behalf of Representative Talerico, sunmarized
the changes to HIR 8 in Version H, beginning with a title change
to add a statenment urging the federal government to exenpt the
state fromthe Cean Power Plan (CPP). On page 1, lines 12 and
13 were added which read:

WHEREAS the state has joined with other states in
asserting that the Clean Power Plan is unlawful and,
i n conprehensi ve cormments, has asked to be exenpt; and

MR. BANKS said on page 2, lines 2 and 3 were added whi ch read:

WHEREAS the application of the goals of the Cean
Power Plan to the state is fundanentally flawed
because the goals rely on interconnection with the
North Anmerican grid, to which the state is not
connected; and

MR. BANKS said on page 2, lines 17-22 were added which read:

WHEREAS renewable energy and energy efficiency
measures have been inplenented at significant cost to
the state, but will not be credited to the carbon goa
of the state; and

WHEREAS the Cean Power Plan wll require the
premature retirement of the Healy Unit 1 coal plant,
underutilization or premature retirenment of the Healy
Unit 2 coal plant, and significant new investnment in
renewabl e energy and energy efficiency; and
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MR. BANKS said the BE IT RESOLVED | anguage begi nning on page 2,
line 28, was changed to include exenption for Alaska to the

Cl ean Power Plan, and on page 2, line 10, the original |anguage
was changed from "a one and one-half percent cap on electricity"”
to "mnimal electrical.” Finally, added to the distribution

list were Gna MCarthy, Admnistrator of the U.S. Environnenta
Protection Agency and Janet McCabe, Acti ng Assi st ant
Adm nistrator for the Ofice of Ailr and Radi ati on.

10: 22: 40 AM

CO CHAIR COLVER confirned that public testinony was open on HIR
8.

10: 23: 23 AM

NCRVAN ROKEBERG, Conmi ssioner, Regulatory Conm ssion of Al aska
(RCA), inforned the conmttee CPP is a change to section 111(d)
of the Clean Air Act. In Decenber of |last year a taskforce, |ed
by the state admnistration and its agencies, delivered forna

comments to the U S, Environnental Protection Agency (EPA)
requesting an exenption from CPP rules while concurrently
supporting legal action to find said rules unlawful. M.

Rokeberg appreciated the legislature's attention to this issue
which holds the potential for inpacts to ratepayers and a
potential shift of power reserved for the states to the federa

gover nment . The taskforce requested an exenption to CPP from
EPA because Alaska is not connected to the North Anerican grid,

there were inaccurate calculations by EPA there would be
i ncreased cost to Railbelt consunmers, and there was a failure to
recogni ze Al aska's i nvest ment in ef ficiency, whi ch is
approaching $1 billion. He advised that CPP rules would require
Alaska to focus on electrical efficiency instead of therm

efficiency, which is nore appropriate given the climte of the
state. Finally, he opined CPP would force the closure of one or
both of the Healy coal plants. M . Rokeberg concluded that EPA
wants "the people of the North Star Borough to sit in a dinly-
it room a cold dimy-lit room at the end of a 350 mle
extension cord."

10: 27: 06 AM

MR. ROKEBERG directed attention to Version H page 2, lines 5
and 6 which read:
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VWHEREAS the Regul atory Conmi ssion of Al aska should be
enpowered to meke decisions wth nethodol ogy based on
t he | owest production costs for electrical generation;

MR. ROKEBERG expressed his belief that the foregoing does not
recogni ze the authority in how RCA conducts its business; in
fact, to ensure the |owest production cost, RCA would need
citing authority in generation. Al so, the |anguage questions
the use of econom c dispatch, and he noted generation is not in
the purview of RCA. He urged the conmittee to consider |anguage
he had previously suggested in this regard. Further, on page 2,
line 10 states the obvious. Also on page 2, line 13 read:

VWHEREAS the state needs coal-fired power plants to
ensure the reliability of the electrical energy grid;
and

MR. ROKEBERG questioned the veracity of this statenent. Also on
page 2, lines 15 and 16 read:

WHEREAS the |loss of other traditional electrical
generation nethods may cause natural gas plants to be
overused or used in ways that exceed their engineered
desi gn; and

MR. ROKEBERG advised the foregoing is a generalized statenent
that applies to the generation capacity in the Lower 48; in
Al aska, natural gas plants are new and efficient, and he
suggest ed del eti on.

REPRESENTATI VE CLAMAN asked whet her M. Rokeberg supported HIR 8
as currently drafted.

MR. ROKEBERG responded he would |like to see sonme changes, which
could be made in the next commttee of referral.

[ Public testinony was treated as cl osed.]

REPRESENTATI VE TALERI CO stated his preference to nove HIR 8 out
of conmittee.

10: 32: 31 AM

REPRESENTATIVE TILTON noved to report CSHIJIR 8, Version 29-
LS0401\H, Nauman, 2/16/15, out of commttee wth individual
recommendations and no fiscal note. There being no objection,
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CSHJIR 8(ENE) was reported from the House Special Conmittee on
Ener gy.

[ The forthcomi ng zero fiscal note, Identifier: HIR 8 HENE FN 1,
was reported out of the House Special Commttee on Energy on
2/ 19/ 15.]

10: 32: 50 AM

The conmm ttee took an at ease from10:32 a.m to 10:35 a.m

HB 105- Al DEA: BONDS; PROGRAMS; LOANS; LNG PRQJECT

10: 35: 53 AM

CO- CHAI R COLVER announced that the next order of business would
be HOUSE BILL NO 105, "An Act relating to the prograns and
bonds of the Al aska Industrial Devel opnent and Export Authority;
related to the financing authorization through the Al aska
| ndustrial Developnent and Export Authority of a |Iiquefied
nat ural gas production plant and natural gas energy projects and
di stribution systens in the state; anending and repealing bond
aut hori zations granted to the Al aska Industrial Devel opnment and
Export Authority; and providing for an effective date."

10: 37: 32 AM

FRED PARADY, Acting Conm ssioner, Department of  Conmerce,
Community & Economni c Devel opnent (DCCED), informed the commttee
that Governor Bill Wl ker signed Administrative Oder 272 (AO
272) on 1/16/15, which directed the highest Ilevels of his
adm nistration to work on consunmer energy in Alaska and on the
Interior Energy Project (IEP) [passed in the 28th Al aska State
Legi sl ature]. The order directs the comm ssioner of DCCED to
facilitate agencies involved with consunmer energy and to focus
on Interior energy devel opnent to |lower energy costs and inprove
air quality. Further, the Departnent of Natural Resources (DNR)
was directed, along with the Alaska Industrial Developnent and
Export Authority (AIDEA), DCCED, to assess potential natural gas
supplies for the Interior. M. Parady said IEP work has
revealed the need to assess a variety of natural gas supplies,
including that of Cook Inlet, the North Slope, and other
| ocations, to achieve the delivery of affordable energy to
Fai r banks. The AIDEA board of directors approved a resol ution
to examne all sources of supply for IEP, and the passage of HB
105 would provide AIDEA the ability to consider alternative
supplies of natural gas - beyond that of the North Slope - for
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| EP. Furthernore, if AIDEA determines the best source is from
Cook Inlet, or elsewhere, the bill provides AIDEA authorization
to proceed.

10: 40: 20 AM

TED LEONARD, Executive Director, AIDEA, DCCED, speaking on
behal f of the adm nistration, presented a sectional analysis for
HB 105. He informed the conmttee that the mssion of AIDEA is
to pronote, devel op, and advance econom ¢ devel opnment and grow h

in Alaska by providing various neans of investnent and
financing, such as access to lowcost capital. This bill
addresses |limtations on AIDEA's ability to utilize bonds for

devel opnent and energy projects, and provides flexibility to
advance | EP. M. Leonard explained HB 105, section 1, changes
AS 44.88.095(c), by raising the limtation from $6 nillion to
$10 mllion regarding the point at which AIDEA nust receive
consent from an affected community, although other requirenents
remain in place. Section 2 changes AS 44.88.095(g), by raising
the limtation from $10 mllion to $25 mllion regarding the
poi nt at which AIDEA nust request from the |egislature approva
to issue a bond on a project - not to approve the project - but
only to utilize a bond to finance a project. Nei t her of these
sections have been changed since 1990, thus the anbunts are
bei ng adjusted for inflation. Currently, AIDEA bond rates are
3-4 percent which is very lowcost capital; however, AlIDEA has
not been able to utilize bonding to provide access to capita
for small and mid-size projects ranging from $10 mllion to $25
mllion.

10: 44: 48 AM

CO CHAI R COLVER asked whether the proposed increases would spur
econom ¢ developnent in the private sector and help grow the
econony.

MR. LEONARD said yes. Usi ng bonds makes access to |ower cost
capital tinely.

CO CHAIR COLVER referred to energy projects, and asked whether
HB 105 woul d hel p projects progress faster.

MR. LEONARD said yes. The tine needed to conplete the
| egi sl ative approval process hanpers the devel opnent of smaller
proj ects. Larger projects, such as transmssion |ines, would
still require the |egislative process. Section 3 of the bil

changes AS 44.88.155(d)(1) from $20 nmillion to $25 mllion, to
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adjust for inflation the limt regarding AIDEA s purchase of a
| oan, again to help finance comrercial and energy projects. M.
Leonard pointed out that this program has a very good record
with a default rate at |l ess than 0.5 percent.

10: 48: 23 AM

GENE THERRI AULT, Deputy Director, Energy Policy and OQutreach,
Al aska Energy Authority (AEA), DCCED, explained that section 4
is a change to the uncodified law [11(a), ch.26, SA, 2013] that
relates to | EP. He said at the tinme the legislation was passed
in 2013, the gas supply out of Cook Inlet was uncertain;
however, since then the gas supply has "firmed up" and AEA
Al DEA and DNR are now studyi ng whet her Cook Inlet could becone a
|l ong-term source of natural gas for the Interior. Thus, in
section 4, on page 4, line 23, the restrictive |anguage "on the
North Sl ope" was replaced with "in the state" so that any supply
of gas in the state could be developed to supply the Interior.
In addition, other changes have been suggested by l|legislators to
ensure the bill mintains a focus on Interior Al aska. Finally,
he pointed out that on page 4, line 24 was changed to reflect
that there are now two separate utility distribution systens in
the Interior.

10: 52: 55 AM

CO-CHAIR COLVER asked how this business nodel wuld help
communities that are dependent wupon fuel oil and diese
generati on.

MR. THERRI AULT explained that the original concept of |EP was
that the demand from the Fairbanks North Star Borough and
Interior Alaska was necessary support a liquefied natural gas
(LNG) project. Once the infrastructure was in place to supply
the core demand, the infrastructure could possibly support
delivery to Tok, dennallen, Nenana, or other conmmunities on the
road system and perhaps via the river system He said denand
fromthe Interior renmains necessary to anchor the infrastructure
that has the potential of serving a "nuch I|arger geographic
territory."

CO- CHAIR COLVER inquired as to how section 4 of the bill relates
to the purchase of the Pentax Natural Gas Co., and whet her Al DEA
is acquiring the small LNG plant at Point MacKenzi e.

MR. THERRI AULT said the proposal in the letter of intent (LA)
to purchase is to buy the assets owned by Pentax, which is the
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parent conpany that owns the Titan Alaska LNG facility in the
Mat anuska- Susitna Valley, the Fairbanks Natural Gas (FNQ
distribution system and sone equipnent. Along with the
purchase, there is an agreenent for Pentax to sell the LNG pl ant
to Hlcorp Energy Conpany (Hlcorp), thus AIDEA would be
purchasing the asset and the obligation to sell to Hilcorp.
Utimately, the state may own the distribution system in the
Interior; there would be an obligation to source LNG from the
plant and the state may choose to partner with Hilcorp for
expansi on of the plant.

10: 56: 56 AM

REPRESENTATI VE WOOL asked for the price on which Pentax and
Hi | corp have contracted for the |iquefaction plant.

MR. LEONARD said there is a price that cannot be divulged at
this tinme; in fact, AIDEA has not verified the price or
conpleted its due diligence.

REPRESENTATI VE WOOL surmnmi sed Al DEA woul d have another purchase
agreement and its terns would determine the feasibility of the
pur chase.

MR. LEONARD sai d yes.

CO CHAI R COLVER asked what the distribution system would be |ike
in one to two years, assum ng AlIDEA acquires the assets of the
two existing utilities.

MR. THERRI AULT advised that AIDEA has approved a l|loan to
Interior Gas Uility (I1QJ), for the design and initial build-out
in its territory out of North Pole. A loan was also nmade to
FGN, which added 30 mles of distribution pipe last sumer, but
did not add new customners. The vision is that the tw systens
woul d share LNG storage, with the greatest degree of econony of
scal e. The plan for the IGJ systemis to replace 70 mles of
di stribution pipe this construction season.

CO CHAI R COLVER surm sed AlDEA would seek to sell the utility to
a private sector operator.

MR. LEONARD said correct. Wth this investnent, AIDEA is
| ooking to integrate the system and provide a platform to |ower
the cost of distribution, but is not in the business of running
assets; the integrated system would either be purchased through
the private sector or through I GU As a matter of fact, AIDEA
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woul d |eave in place the conmpany that is operating the utility
and act as a holding conpany after the purchase. In this way,
there would be a 15 percent reduction in rates, based on the
cost of capital that AlIDEA can provide.

11: 03: 32 AM

CO- CHAIR COLVER recalled the cost of natural gas in Anchorage is
approxi mately $10. He said the legislature seeks affordable
energy for all Alaskans, and asked when the delivery of gas to
Fai rbanks can be expected, and what would be the source of

suppl y.

MR, THERRI AULT advised AEA and DNR are working on factors
affecting a supply of natural gas to areas of Cook Inlet and
Fai r banks. For consuners in the Interior, he said the governor
i ndi cated that sone savings would be provided for the w nter of
2015- 2016. | f AIDEA's purchase of FNG proceeds, there would be
savings to its custoners, even if the gas conmes from the
exi sting plant. More pipe will be put into the distribution
system this sumer by both utilities to prepare for a |arger
supply of LNG when it is avail able.

CO CHAI R COLVER assumed that by acquiring FNG custoners should
see a price of $20 versus $23 for natural gas.

MR. LEONARD said, "Based on a prelimnary review"

CO- CHAIR COLVER asked for the final estimated price to the
consuner in the greater Fairbanks area.

11: 08: 21 AM

BOB SHEFCHI K, Project Leader, |EP, AIDEA, DCCED, informed the
conmittee the target and likely outcome are in the $15 per
t housand cubic feet (MCF) price range using a Southcentral
supply chain. Al though 1GQJ has a six-year schedule for the
distribution system build-out, the distribution system could
begin in North Pole and University West, which would be faster.

REPRESENTATI VE WOOL asked for the source of gas for the 10,000
new custonmers in the Interior and Fairbanks, considering that
the current |iquefaction plant is operating at near capacity to
serve current custoners.

MR. SHEFCHI K responded that the key to an Interior gas project
is increased liquefaction capacity, either by an expansion to
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the existing plant at Point MacKenzie, or by new liquefaction
capacity in the Southcentral area. Timng and cost wll be
evaluated to determine the nost I|likely |location. He advi sed
that the two factors needed are a gas supply contract for gas
out of the Cook Inlet current system to feed a |iquefaction
plant, and increased capacity from a |iquefaction plant, which
would likely occur in the third or fourth quarter of 2016 -
depending on the availability of equipnment - or in 2017.

CO- CHAIR COLVER asked about the analysis on the cost of
developing a small dianeter nethane pipeline from Cook Inlet to
Fai r banks.

MR, SHEFCHI K affirmed that his project expects to analyze
paral l el options for gas supply, such as "the North Sl ope work,"
and whether a Southcentral supply line would work, based on the
demands and the cost of a plant. He said the preferred nethod
for a supply chain is a pipeline, " it's nmore a question of
econom cs and tinme than | ogistics."

CO CHAI R COLVER observed there are consuners along the route of
a possible pipeline that could be served, and he urged for a
focus on the consuners al ong the way.

11:15: 25 AM

MR. LEONARD returned attention to the sectional analysis for HB
105. Sections 5 and 6 repeal |egislative bond authorizations
from 1994- 2004 that were nade under AS 44.88.095(g), and which
total approximately $330 nmillion. Bond aut horizations now have
a five-year sunset clause; however, the aforenentioned bond
aut hori zations are ten years old and affect AIDEA s bond rating.
He assured the comittee the proposed |I|egislation does not
relate to potential projects now under consideration, but to
projects that would have to be resubmitted to the legislature in
any case.

CO CHAI R COLVER suggested that he and Representative Tilton neet
with AIDEA to rework authorizations for the $50 mllion bonding
authority for the Cook Inlet comobdities cargo port, and two
possi bl e projects at Port MacKenzi e.

MR. LEONARD agr eed.
CO CHAI R COLVER observed that exploration by Doyon, Limted, in

the Nenana basin was not discussed, and asked about the
opportunities for gas supply fromthere.
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MR. LEONARD said he spoke with Doyon representatives recently
regardi ng the project.

REPRESENTATI VE WOCOL poi nted out that AIDEA seeks to conmbine |1GJ

and FNG s distribution system infrastructure in Fairbanks. He
asked if the Hilcorp/Pentax portion of the purchase becones
uncl ear, whet her AIDEA would proceed to integrate the

di stribution system where possi bl e.

MR. THERRI AULT agreed that the state seeks integration between
the two utilities wherever possi bl e; however , there is
di scussi on about whether the systens touch, and how often, and
the cost. The benefits to the community are uncertain.

[ Public testinony was treated as open on HB 105.]

11: 21: 42 AM

The commttee took an at ease from11l:21 a.m to 11:29 a.m

11:29: 47 AM

LUKE HOPKI NS, Mayor, Fairbanks North Star Borough (FNSB), said
the topic is very inportant and all parties nust not |ose sight
of the focus on lowering energy costs in the Interior, which

woul d be followed by econom c devel opnent. The Interior Energy
Project is a bridge project, but is not the only solution which
seeks to bring LNG to Fairbanks. He recalled that AlDEA

performed due diligence on the North Slope proposal and found
that the proposal did not provide what is needed. He noted that
FNSB has given authorization for AIDEA to provide financing
related to HB 105, and expressed his support for the bill.
Returning attention to section 4, he said when FNSB set up a
muni ci pal utility, it developed a cost-of-service nodel, and a
muni ci pal utility has a lot of advantages, in the sane way that

AIDEA would if it acquired Pentax. He rem nded the comittee
that the governor said there would be relief this winter for
custoners affected by HB 105. Also, this legislation is
inmportant in order to inprove air quality because residents
continue to lower the cost of living in Fairbanks, and in the
Interior, by burning wood. M. Hopkins urged for the commttee
to pass the bill quickly, and questioned the need for severa
referrals. He understood that AIDEA needs to |ook at
Sout hcentral for a source of gas since the North Slope is no
| onger in the nodel. He pointed out that custoners would pay
"alnost all of this back." He urged the committee to renenber
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what has already transpired: pi pe has been laid and eleven
schools are on natural gas. Mayor Hopkins acknow edged previous
di scussi ons about offtakes from proposed pipelines; however, at
this time, a bridge project is needed. He cl osed, saying that
gas from Cook Inlet can be trucked and shipped to parts of
Al aska, and urged that the original I|anguage in section 4,
"Interior Alaska" is retained in the bill.

11: 37: 29 AM

REPRESENTATI VE WOOL expressed his support for Kkeeping the
original l|anguage: to provide natural gas to Interior Al aska.

MAYOR HOPKINS restated his point that the bill has seven
referrals. He noted that the private sector is willing to sel

t o Al DEA.

11: 39: 05 AM

JOHN EBERHART, Mayor, Gty of Fairbanks, stated that the
residents of Fairbanks have been hurt for years by the high cost
of energy. As a natural gas custoner, he noted his January bill

was over $700. H gh energy costs have also hurt economc
devel opment and jobs: there has been a loss in population;
retail stores wll not come wthout gas; air pollution is
serious and is hurting the quality of life; and wood is burned
to save noney. He expressed concern that air pollution wll
also hurt the expansion at Eielson Ar Force Base which is
expected to bring $1 billion into the econonmy of the Fairbanks
ar ea. | f natural gas beconmes available at a price of $15 per
MCF, people will convert to gas and help the quality of life and
reduce the air pollution problem Mayor Eberhart urged for

qui ck passage of the bill.

11:41:52 AM

REPRESENTATIVE TALERICO relayed there are questions from
| egislators about the transportation of natural gas from

Sout hcentral to Fairbanks by rail, truck, or a future pipeline.
Al t hough there has not been opposition to the bill, he suggested
that supporters of the bill <contact legislators to answer
guesti ons. The Southcentral utilities wll shortly address the

i ssue of whether there are sufficient volunes of gas, which wll
be reassuring.
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MAYOR HOPKI NS advised that AIDEA can | ook at other sources of
gas, but the focus nust remain on a gas line that will "serve
Al aska and al so deal with the revenue issue."

11:45: 22 AM

RICK SOLIE, Chair, Energy Committee, G eater Fairbanks Chanber
of Comrerce, disclosed that he works for Tower Hill Mnes and
was speaking for the chanber of comerce. He thanked the

| egislature for its past efforts and encouraged the committee to
focus on the top priority of the Geater Fairbanks Chanber of

Commerce to reduce the cost of energy in the Interior. M.
Solie stressed that HB 105 is inportant for residential,
industrial, and |large projects. Al though there is presently a

reprieve fromenergy prices, a solution is needed.

11:47: 21 AM

CO CHAIR COLVER said public testinony on HB 105 renai ned open.
HB 105 was hel d over.

OVERVI EW  RURAL ALASKA FUEL SERVI CES

11:47: 32 AM

CO- CHAI R COLVER announced that the final order of business would
be an overview by Del Conrad of Rural Al aska Fuel Services.

11:47:55 AM

DEL CONRAD, Chief Executive Oficer, Rural Alaska Fuel Services
(RAFS), inforned the conmttee that RAFS was founded in 2004 by
the Denali Comm ssion as a non-profit corporation tasked to help
rural conmunities nmanage bul k fuel tank farnmns. Currently, RAFS
has seven enployees experienced as tank farm technicians,
certified hazardous waste operations and energency response
standard (HAZWOPER) trainers, and certified tank inspectors.
Along with its primary function of tank farm managenent, RAFS

i ncl udes busi ness consul ting, support with pricing and
mai nt enance, and training for tank farm operators in about 50
vil | ages. In addition, RAFS has contracts with 30 independent
tank farm operators to assist with managenent. Rural Al aska
Fuel Services' main focus is on regulatory conpliance such as
spill response exercises, pi peline testing, and facility

response pl ans. The conpany offers classes in Bush comunities
for HAZWOPER, tank farm operations, first aid, Occupational
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Safety and Health Admnistration (OSHA), U S. Departnent of
Labor conpliance, and conpliance-based entry. |In addition, RAFS
provi des bulk fuel |oan technical support for rural comrunities
on issues such as paynments, pricing, and credit and collection
pol i ci es. At this time, RAFS is providing deconm ssioned tank
farm denolition; as a matter of fact, it is estimated there are
1,600 deconmi ssioned bulk fuel tanks in Rural Al aska, nost of
whi ch have not been cleaned, and nearly all have fuel or
residue, and some are beginning to | eak. M. Conrad described
several dangerous incidents and situations that are causing
communities anxiety. Furthernore, even fairly new tanks need to

be painted to stop costly corrosion. The U.S. Environnental
Protection Agency (EPA) now requires tank testing and inspection
every five years at the tinme spill prevention control and
counterneasures plans are refil ed. | f tanks are undocunent ed,

EPA is recommendi ng ultrasound testing, and virtually all of the
tanks in Rural Alaska are undocunented; wultrasound testing
requires the tester to work inside or underneath the tank, which
is time consumng and expensive. M. Conrad continued to
explain that health and safety neasures regarding tank farm
denolition hold challenges, and the Alaska Village Electric
Cooperative (AVEC) has been unable to secure discretionary or
suppl emental capital funding. He clarified that denolition does

not include site clean-up. Regul ations are also costly, for
exanple, there are mninmm educational requirenments for those
who perform certain tasks related to spill cleanup. Furt her

chal l enges are funding and ongoing training for the Power Cost
Equal i zation (PCE) program as training is not consistently
provided by the Al aska Energy Authority (AEA), Departnment of
Commerce, Community & Econom c Devel opnent.

CO CHAI R COLVER questioned the need for PCE training.

11:56: 57 AM

MR. CONRAD explained that every nonth fornms that identify
comunity facilities and determine a community's PCE eligibility
and usage nust be submitted to AEA Anot her factor is that
there is a lot of turnover so new utility managers nust be
trai ned on the average of every nine nonths.

CO-CHAIR COLVER asked whether nbst of M. Conrad's contact is
with a tribal admnistrator or a city clerk.

MR. CONRAD advised that contact is with anyone who operates a

tank farm In further response to Co-Chair Colver, he said the
| oss of revenue sharing should be "triaged" because cities such
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as Anchorage, Fairbanks, and Juneau have other resources to
devel op. He suggested continued revenue sharing to protect
rural communities with a popul ati on bel ow 4, 000.

REPRESENTATI VE CLAMAN asked for the status of Denali Conm ssion
f undi ng.

MR. CONRAD responded that Denali Conm ssion funding ended in
2006, and conmmunities mnust pay their way. In further response
to Representative C aman, he said RAFS has a contract with the
state to provide services to bulk fuel [oan program borrowers
but this is not a grant.

CO CHAIR COLVER suggested that RAFS work with AEA to resolve
sonme of the aforenentioned probl ens.

12: 00: 31 PM

ADJ QURNVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 12:00 p. m
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