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SENT BY:

3- 6- 6 ; 2:24PM ; AK VILLAGE ELECTRIC-

March 6, 2000

Chairman and Members
House Labor and Commerce Committee

Re: Support for House Bill No. 445

Honorable Chairman and Committee Members,

My name is Meera Kohler. | am the President and CEO of Alaska Village Electric Cooperative -
an electric utility Berving 52 villages in rural Alaska, representing more than 40% of Alaska's
village population and with some of the highest electric rates (as high as 50 cents per kwh) in

the state.

AVEC has been actively engaged in developing alternative energy resources (primarily wind
generation) in its communities in an effort to reduce the crippling grip that petroleum fuels
currently holds over these cash-strapped economies. We have partnered with Kotzebue
Electric Association in a demonstration project in Wales and have a working wind plot (four
machines totaling 260 kw) in Selawik. We are also currently building wind generation (300 kw in
each community) in Toksook Bay and Kasigluk and expect these projects to benefit three linked
communities -Tununak, Nightmute and Nunapitchuk. Additional projects are planned for

Gambell, Savoonga, Chevak and Hooper Bay.

As | am sure you are aware, alternative energy sources are extremely expensive to develop -

typically four to twenty times (the latter in the case of hydro power) the cost of conventional
diesel generation We have been fortunate to receive Denali Commission funding to assist in

our recant wind projects but funding for the Commission in future years is less certain as
pressures mount from other domestic needs. Our Congressional delegation is also looking
toward the state to develop and fund these critical systems.

HB 445, especially in conjunction with HB 335 and SB 270, arc landmark pieces of legislation
that will establish state support for alternative energy sources and funding mechanisms for
them. AVEC strongly supports the concept of HB 445 and pledges its efforts to help in refining
this bill so that it can deliver the highest possible benefits to Alaskans throughout the state.

Sincerely,

Meera Kohler
President & CEO

*1831 EAGLE STREET <« ANCHORAGE. ALASKA * PHONF. (907) 561-1818 * FAX (907) 562-4086
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Amanda Kolker, PhD Student, UAF Department of Geology & Geophysics
PO Box 750566 « Fairbanks, AK 99775 < (907) 474-7375 « ftamkl@uaf.edu

ALTERNATIVE ENERGY IN ALASKA
Why HB 445 should pass

WHY ALASKA NEEDS ENERGY ALTERNATIVES: Short-Term
 COST. Alaskans are seeing some of the highest fuel costs in the U.S.

« INDEPENDENCE. Despite being a crude oil producer, Alaska imports
over half of the petroleum products (including fuel) it uses. This puts us in
a vulnerable economic and political position.

WHY ALASKA NEEDS ENERGY ALTERNATIVES: Long-Term

» SUPPLY. Alaska is nearly totally dependent upon fossil fuels for our
energy needs, and fossil fuels are a finite resource.

 LONG-TERM COSTS. Extraction and combustion of fossil fuels results in
costly public health and environmental problems.

WHY ALTERNATIVE ENERGY NEEDS A GRANT FUND

» The state of Alaska paid over S15M in FY2005 to rural utilities as part of
the Power Cost Equalization program. This number will continue to grow
in the coming years.

* Rural Alaskans need alternative energy the most, but can afford startup
costs the least.

» Long-term costs are lower for power generation from alternative sources,
but startup costs remain prohibitive. For example, Chena Hot Springs:

Left: Comparison of two power schemes at
Chena Hot Springs over 20 years.

Beige: Startup Costs

Blue: Fuel Costs

Purple: Transportation/transmission costs
Light blue: Maintenance Costs

SUPPORT HB 445!

Invest in our energy future!
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State Capitol

REPRESENTATIVE BILL THOMAS Juneau AK. 99801-1182

907-465-3732
85S-461-3732

FAX 907-465-2652

Sponsor Statement for
HB 445 An Acf Relating to the Alternative Energy Grant

Fund and to Alternative Energy Grants.

The cost of fuel in Alaska has made it increasingly difficult for Alaskan residents to exist.
Home heating fuel and gasoline prices have skyrocketed in recent years leaving families,
who already struggle to make ends meet, to prioritize between basic necessities of life:
heal or food. This has a direct impact on Alaska’s economy. When people arc sinking
such a large chunk of their income into purchasing fuel they have less money available to
spend on travel, groceries, and other necessities.

The time has come to seriously explore alternative sources of energy. Many of our
communities have already been thinking of other ways to secure energy but need funding
to help them harness these new sources of power. HB 445 takes 10 cents of the revenue
received from each barrel of oil produced by Alaska and places this money into a fund.
This fund will be made available for Alaska’s power utilities to use for developing
alternative sources of energy. The Alaska Energy Authority will administer grants of up
to $20 million to power utilities who have shown both need and responsibility by
securing some matching funds in furtherance of a clear plan.

Based on the Legislative Finance Division’s estimate of the production rate for Alaska’s
oil, it is estimated that the Alternative Energy Fund would receive more than $30 million
over the course of a year creating an excellent source of funding for new and existing

projects.

Further, these alternative energy grants will not only move Alaska’s communities into the
future, but they will also assist those still completely crippled by thc rising costs of fuel.
By reducing the cost of power in some areas with alternative energy projects, Power Cost
Equalization funds will be available to go to other communities who are still
experiencing exorbitant power costs.

Our communities have paid enough for Alaska's wealth, they arc poised to take control
of their future energy needs, and it is up to Alaska’s government to give them the tools to
do so. lurge your support for this crucial piece of legislation.



FISCAL NOTE

STATE OF ALASKA Fiscal Note Number:

2006 LEGISLATIVE SESSION Bill Version:
() Publish Date:

CSHB 445 (L&C)

Revision Date/Time (Note if correction): 3/8/06 6:58 pm Dept. Affected Commerce
Title Alternative Energy Grant Fund 'RDU Alaska Enerciv Authority (453)
Component AEA Rural Energy Operations

Sponsor Thomas

Requester House Labor and Commerce Component No. 2600

Expenditures/Revenues (Tliousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2007 FY 2008 FY 2009 FY 2010 FY 2011 FY 2012
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

» .

CAPITAL EXPENDITURES

CHANGE IN REVENUES ( )
FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Montai Health

Other (Specify Type-Do not abbreviate)

TOTAL 0.0 0.0 0.0 0.0 0.0 00

Estimate of any current year (FY200G) cost: 0.0
Mark this box (X) if funding for this bill is included in the Governor’s FY 2007 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYsIs:  (Attach a separate paqu itnecessary)

7his bl establishes an Alternat ve Energy Grant Fund and il;rec:s Alaska Energy Authority to award alternative energy
grants from the fund The Department of Revenue provided estimates ol the amount ol funds that would be available
for appropriation to the newly er.tablishc-d Alternative Energy Grant Fund in thuir fiscal note. If funds are appropriated
to the fund established in 11B 445. AEA would issue grants as required lor alternative energy projects. A single grant
may not exceed more than $20 million, but more than one grant may be awarded to a particular energy project.

AEA currently awards and manages grants and anticipates no fiscal impact tc awarding additional grants from this fund;
however, depending on the level of appropriation and complexity of proposed projects. AEA may need a private
contractor to assist in the required economic viability determinations.

Phone 607-269-4023
Dale/Time 3/8/06 6 58 PM

Date 3/8/2006

Prepared by: Sara Fr.her-Goad. Financial Ana'yst
Division Alaska Energy Authority

Approved by: William C Noll. Commissioner
Agency Commerce. Community, and Economic Development
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The Klondike wind-power facility in W asco,

Ore. Oregon is one ofabout 30

stales in the Lower 48 to use wind turbines. The primary requirement for

identifying locations for

oaslrucling a wind farm is the annualamountof

wind that area receives.,o make a project worthwhile, the site m ust receive

a year-round average wind speed ot 1-1.2 mph

| n a stati: bust known for its oil
reserves, it might bo considered
surprising that a number < dilfei
out Alaska entities, including rural and
urban utilities, consumer and consurvn
lion groups. Native corporations and
both large and small businesses, are
working together looxploie renewable
energy sources. Though the -1!~ 1stale
has always been known foi its fossil
fuels, the fact is, the stale possesses
vast sources of alternative energy m
the forms of wind, geothermal, tidal,
hvdro and biofuels,
na

“Then- are anumber of reasons whv
it isimportant lor Alaska to explore re-
newable energy resources," explained
( Inis Rose, direi lor ol the Renewable
laieigv Alaska Project REAP). “Some
areas, like Sottlhi enll'al, are showing a
shortage of natural gas, which the com-
munities there rcallv depend upon. It
would also be wisei from a national sc-
i tintv standpoint for the cumin \ not to
be so dependent upon foreign luels."

All investment in renewable eneigy
development tilso could pa) oil hand
somelv loi the state. a<cording to Rose.

miiii iiLhr.imt' iin * AlilsKil Itiisiness Al<iilllls

D<artmrfim
llasfcs'™s
ARsraalum
Enemy

The state possesses
vast sources of
alternative energy in
the forms of wind,
geothermal, tidal,

hydro and biofuels.

By Vanessa O rr

“This is ahuge economic opporlunit),”
he said. “Promoting this form of (level
opuient <otild lestilt in the i reation ol
hundreds ol jobs, increase the tax base
and attract othei indU-Stiiestuoiir state.
Il Alaska gets ill on bit ground floor, the
stale lottlcl reap the beuelus of what is
defuiilely the indusliy of the future.”
There are already a number of proj
eds under was throughout the stale that
take advantage ol Alaska's renewable re-
sounes. The majority ol these have been
speat headed bv businesses and ci upora
tions that have made atominilmonl to

| Kiiithi-i  H>¢



providing power in a new way. “There
are still very few federal policies that
support the exploration ofrenewable re-
sources," explained Rose, "though some
states have begun to provide incentives
to companies that do so.”

One of RRAP’sgoals isto encourage
Alaska to develop statewide incentives
and policies that would make renew-
able energy exploration viable. Their
other goals include advocating and .sup-
porting proposed renewable energy
projects; building a market for renew
able energy through public education;
creating stakeholder unity and support
among their members; and promot-
ing energy efficiency and conservation
throughout the state.

To this end, REAP recently held its
first Renewable Energy Fair in Anchor-
age, during which workshops wlier e held
on subjects including wind in Alaska’s
villages, green building, landfill gas for
Anchorage, Fire Island wind power, cli-
mate change and energy, and more. The
group also hosted agroup of renewable
resource experts Inmi Iceland, who have
visited Alaska several times to share then
knowledge on how Alaska can develop
its geothermal resources. Iceland cur-
renllv gets all of its electricity from a
renewable energy grid, whic h ini hides
1percent hydro energy and 20 peri cut
geothermal energy.

"Once Alaska develops these re-
sources, we can sell our expertise to
other an-as, just as Iceland i* lining.”
said Rose.

Wind Power

<bin- considered an alteinative m
etgy source, the use of wind to provide
electricity is now considered part ol
the mainstream, and is in fact already
competing against fossil fuels m otlu i
pails of the country to provide jmwei,
In Alaska, some aieas have been using
wind power lor illote than eight war-
witll sin <rssfiil lesults,

"Kotzeblle has been using wind
turbines since 1 and the\ base
II'lLlined »K perieiil available tlu v
don't break down muc h. ' said Rose
"t sing this poo er. the village displac ed
none than 100,duo gallons of dn-sel
last \ ear.”

Alaska is in the petlei | position to
li.u vesi the power ol wind, wim h heeds
to be considered (lass tin above to

LI YU »MEe

be commercial grade. "Most wind in
Alaska isin the Class 5 lo 7range,” said
Rose. "And if you look at a wind map
of the United Stales, you'll see that we
have most of the Class 7 winds in the
whole country.”

Some companies are taking advan-
tage of this, including TDX Power,
which has a 225-kilowatt wind turbine
on St. Paul Island, and Alaska Village
Hee triec Cooperative, which is planning
to put three 100-kilowatt turbines into
the villages of Selawik, Kasigluk and
Ibksook Bay this fall.

One of the biggest projects pro-
posed is a 100-megawatt wind farm
that will he built on Fire Island, west of
Anchorage. Thc project, which would
require an approximately $175 million
investment, is seriously being consid-
ered by Chugach Electric Association,
and its two partners, Municipal Eight
& Power (MI.&P) and Coldcn Valley
Electric Association.

“We've gone bevond thinking ‘this
would be nice to have,’ lo seeing it
more realistically as the levels of inter-
est have im teased,” said Steve ( Jilberl,
manager. Energy Projects Develop-
ment. Chugach i.lec Hu Assoc iation.
"We ch. have aJoint Action Agency
Agreement |AA in place between
(’irugaih, M A’ Pand ( JoJdeii \alley to
look at developing power generation
leMillli es together.”

(filbert (iedits some of this inter
est lo the fiat that tiltlipmenl ill the
Railhelt is getting old and the utilities
are looking at making significant invest
Ha nts m their iiiliastriielure. "We’'re
Irving to strike a balance between re-
placing or adding mec bines to meet the
demand, and our need to dnei silv,” he
explained. “There hasn't been a final
decision made, though | believe lli.it
will happen bv year\ rial

<bieol the obsl.a les lac mg the Illili
tie . isthe i osi o] the projeit itself. At
t Hiding tut hlbi ii.rotiglik 811 million
will In- needed lo build iiiti.isIna lure,
unhiding sub marine .mil ow-ihead
tianMiii -NFm lines to the island, a barge
I.Hiding.lo.ids,cm).i ub Inlioii About
$I<I million would In* used to build the
WL [>]eii-l 1 itself

"All renewables have a higher lip
li nit tost than lo-.sil based power
dmnes." In explained, "though lossil
b.i i | costs ate going up quit kI\ (M

¢ \l.isKii Knslness Mmillih

Engineering Excellence

Complete Multi-Discipline
Engineering Services
ft Project Management
Concept and Feasibility Studies
Project Scope and Development
Cost Estimating and Scheduling
Engineering and Detail Design
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Field Engineering
Inspection and Quality Control
Environmental Engineering
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ihe $41 million we need, we're looking
for someone (o help us with about $20
million, from the Railbelt Energy Fund,
for instance.”

Another thought is to put the project
out for hid to private developers who
have experience in wind power devel-
opment. “Developers are able to take
advantage of tax incentives and other
programs that utilities like Chugach
can't," said Gilbert. “Having a devel-
oper install the system and sell power
into the grid for the first 10years of the
project’slife would help bring down the
cost substantially. The new generating
costs could go head-to-head with the
cost of old generation.”

Geothermal Resources

Just as wind has already become com-
petitive with fossil fuels in other stales,
so has the use of geothermal energy.
Though then* is huge potential to use
this resource in Alaska, one of the draw-
backs to its development is that much
of the source of the energy is located
far from the demand.

“Mount Makushin in | 'nalnska has
great potential,” explained Rose, who

* *k‘%)
Housing Privatization Phase Il

Li. Uvtt

E3 11

A solar workshop putonoyABSAJaskalorChena

says that the Aleutian Islands’ volcanic
makeup could provide aquality source
of geothermal energy. “But the most
exciting prospect that 1see is Mount
.Spur, the volcano across Cook Inlet,

Nebraska Area, EImonriorl AFB

It is only 40 miles from the Anchor
age power grid, which isn’'t that long a
transmission line to build.”

Chugach Electric Association also
sees the potential in Mount Spur, and is

1N —-"T »W Il
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in the “vary preliminary” stages of ex-
ploration, according lo Gilbert. “While
there is a fairly significant geothermal
resource near Mount Spur, it is atough,
rugged location,” he explained. “We
are taking a look at early reports, and
will explore it as a potential resource
from there.”

As the cost of importing diesel and
developing fossil fuels goes up, Rose
believes that the stale will begin lo look
more seriously at using geothermal en-
ergy to provide for the Railbelt. Be-
cause geothermal power is a baseload
resource, as compared to wind which
is intermittent, the resource is consid-
ered to be a more consistent, reliable
option. Some cities, like San Francisco,
already get their energy from geother-
mal sources, and have been doing so
for more than 30 years.

Chena Hot Springs Resort is one
Alaska business that already takes
advantage of this option. “Much of
the heating provided nt the resort
is geothermal,” explained Gwen
Holdmann, vice president of new
development. “Geothermal resources
provide extensive direct use heating
ttt Hi buildings on the property,
and we have also installed a custom
built absorption chiller in our
ice museum that is powered by geo-
thermal energy."

The prototype unit, which Hold-
maim says is the first of its type in tin-
world, keeps tne museum “011 ice"

ulChena Hot Springs Resort.
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year-round, without the high cost of
generated electricity. The machine uses
both the hot spring water abundant at
Chena and the cold river water al the
site lo generate power. “We're saving
$100 to $500 a day by using these on-
site resources,” she explained.

The resort is also in the process of
installing a power plant containing two
200-kilowatt units that will be pow-
ered by the geothermal resources to
displace even more diesel fuel. “The
initial 200-kilowatt unit will be used lo
help power the resort, and the second
unit will enable us to expand, and pos-
sibly supply power to oilier homes in
the area,” explained Jloldmami. The
$2.5 million project, which the resort
is doing in partnership with | :nitr-d
Technology Corp., will be completed
by next summer.

An even bigger project on the hori-
zon is the digging of a *1,000-foot well
to quantify the resource and determine
what the true production potential is.
The resort is working with the Depart
ment of Energy on this $1.K million
project, which could conceivably allow
them to build alarger scale power plant
to provide power for Colden Valley ill
the future.

Biofuels

There are a number of different tvpesof
bioiuels available for Alaska’suse, rang

ing from fish oil, which can he burned
in boilers and diesel generators, ioii ush
and wood waste, and even landlill gas,
| liese fuels, wlib li are not mails ion

sideted waste products from other in

iliistries, could actually help to displace
the use of fossil fuels, while disposing
of unused bvpiodm t.

At Denali National Park this past
.summer. fish oil. made from polloik
and other fish byproducts from the
Dun h Harbor area, was convened
inin 100 percent diesel luel lo mil the
lokl.it niaiuteiiaine sard and lioiismt;
lai ililv. \\ hile biodiesel bad previ
nus|\ been used in national parks m
the lower IK, their fuel wes. provided
hs oil seeds, ethanol and animal fat
rather than fish.

"Biodiesel lias been piosen to work
in avariety of situations,"said | mi llrld
sou, tin- pmjei i le.ulei lot the National
I'.ilk Siviee and the agem vN ngional
i iigiiioeiing, pl.mmiigaiid design i hit I.

, ||j, mar LU Miiskn 1tasiiicss Mont s 'U,/<‘/‘,j >

“The National Park Service is interested
in this fuel asaway to reduce emissions
and reduce petroleum consumption,
especially in sensitive environments.”

The test this summer also included
using a blend offish oil and traditional
petroleum-based diesel in a few park
vehicles, and NPS is also considering
testing the fuel at Brooks Camp in Kal
mai National Park.

In other parts of Alaska, biofuels
are being considered for use as well.
Nova Fuels in California lias proposed
building an ethanol plant in Ketchikan,

which would use trash and wood waste
lo create transportation fuel. In 2004.
DniSea Inc. in Dutch Harbor displaced
more than | million gallons of diesel
fuel by using fish oil.

“What's even more exciting is that
municipalities, including Anchoragi,
are looking into ways to capture the
methane produced at their landfills to
create power.” added Rose. “There are
plants all over the world already using
landlill gas, and since landfills have a
life of BOto 10years, this could become
a tremendous resource.”
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Tidal Power and Hydrofuels
With so much of the .slate surrounded
bv water, it would seem a natural fit for
Alaska to use this resource as a source
ofenergy. Already in the Ruilbelt there
are three hydropower projects, includ-
ing the stale-owned Bradley Lake re-
source, which is operated by Homer
Electric; the Eklutna project, which is
jointly owned by ML&P, Matanuska
Electric Association and Chugach Elec-
tric; and the Cooper Lake Power Plant,
owned by Chugach Electric.

While Chugach Electric and REAP

Ev' > 1"
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both say that they support the ex-
ploration of small-scale, low-impact
hydropower projects, there arc some
drawbacks to the use of this source of
energy, including the amount of time
it takes to get a hydropower plant up
and running.

“As far as | know, there are currently
no study initiatives to look at the use
of more hydro power in the Ruilbelt,"
said Gilbert.

There are also no current plans to
explore the use of tidal power in Alaska,
though it might very well become
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"Promoting this form of development
(renewable energy) could result in the
creation of hundreds of jobs, increase
the tax base and attract other indus-
tries to our state. If Alaska gets in on
Ihe ground floor, the stale could reap
the benefits of what is definitely the

industry of the future.”
-Chris Rose\ Director

Renewable Energy Alaska Project

an option in the future. Tidal power
requires a large tidal differentiation,
which in the United States, occurs only
in Maine and Alaska.

“The technology needs to mature-
we are not there yet,” said Rose. “We do
know that tidal power works to provide
energy, but it is not necessarily eco-
nomical to do so right now As more
information is developed on how to
build such a project, we might find a
way to make tidal power economically
competitive, but for now, there is not
even a pilot project in the works.”

Solar Power

Though solar [rower is used extensively
in Alaska by people off the grid, it has
not been determined that there is any
commercial application for its use, ac
cording to Rose. “ Like tidal power, it is
gist not as competitive economically,”
lie explained. "We'd have to find ways
to deal with the fact that solar power
provides a lot ol electricity for part ul
the year and not enough (lining the
rest of the year. It would require alarge
investment, and even so, solar power
would still be much more expensive
than wmd."

The Future of Energy

As interest in tcnewable energy grows
and the cost of foss;' Liels continues to
rise, some of tlu* power sources once
thought “alternative” are gaining new
aitepciic € "l hrein the Kailbelt, | can
see 1 change happening in the pura
digm," said (Jilherl, "Between all of the
utilities, there is definitely an interest in
exploring non fuel generation."

“Alaska could become a model lor
the whole world in how to use renew
able resources,” added Rose. “ | ben
is a Imge market out there lot dean
inexhaustible powcl solut es that alt
provide ecoiiomit opportunities,”
<ttInt ‘(HS



Stale ofAlaska Fiscal Summary

(f millions)
FY06 Authorized FYO07 Governor's Budget GF

1 REVENUE (Bxeluilos Pommnoul Fund Earning*) GF Federal Other Total GF Federal  Other Total Change

Uniosliictod Gonoral Fund Rcvonuo (1) 2.GG4.0 2.664.0 3,139.3 3,130.3
1 Bond Proceeds and Olhor Borrowing (2) 330.2 330.2 89.3 89.3
5 Corporalo Dividends (3) 1149 114.9 105.2 105.2
6 Relaincd Corporalo Dividends (3) (59.9) (59.9) (31.9) (31.9)
7 Federal and Oilier Funds 2,787.8 880.3 7.894.0 2,893.8 1.058.9 3,952.7
8 Total Revenue 2,664.0 2,787.8 1,265.5 6,717.3 3,139.3 2,893.8 1,221.3 7,254.4
9 APPROPRIATIONS
10 Operating 2,225.5 1,683.2 1,022.4 4.931.0 3,131.4 1,800.7 1,039.1 5971.1
n Agency Operations (Non-Formula) & RPLs 1,310.8 825.2 1362.1 3.498.1 1509.7 845.8 1,448.8 3,804.3
12  Fonnula Programs (4) 1,2575 816.0 148.6 22221 1.445.9 915.0 109.8 2,470.7
13 Debt Servico 53.1 8.0 241.2 302.4 74.7 9.7 2433 327.7
14 Fund Capitalization (396.0) 33.9 15.3 (346.8) 73.3 30.1 40.1 1435
15 New Legislalion 00 27.8 27.8
16 Duplicated Authorization (5) (744.8) (744.8) 00 00 (802.9) (802.9)
17 Capital 3387 1,1020 2387 1,679.4 4321 1.003.1 1823  1,707.5 93.4
18 Project Appropriations 8 RPLs (Revised Programs) 332.2 li02.0 198.1 1,632.3 429.1 1.093.1 109.5 1,631.0
19 Mental Health Projects 6.5 5.6 3.0 00 3.9 69
20 Projects Funded with Debt Proceeds 3082 308.2 00 00 2124 2124
Z_ Duplicated Authorization (5) (2732) (273.2) (143.5) (143.5)
2 Total Authorization (unduplicatcd) 2,564.2 2,785.1 1,261.0 6,610.4 3,563.5 2,893.8 1,221.3 7,678.7
23 Surplus (Draw From CBR) at Session End 99.8 (424.2)
24 ADJUSTMENTS TO REVENUE
25 Fall Revenue Forecast (increase ot 515.84/bbl) (1) 1,145.7 1,145.7
26 Public Educ-tion Fund used in Subsequent Fiscal Year (6) 416.8 4168 3.4 3.4
27 Other Carryforward Irom FYO05 (6) 415 0.9 4.5 47.0
28 Total Revenue  4.268.1 09 45 42735 31427 00 00 31427 (112549
29 ADJUSTMENTS TO AUTHORIZATION
30 Public tducation Fund used in Subsequent Fiscal Year (6) 416.8 416 8
31 Other Carrylorwaid Irom FY05 (0) 415 0.9 45 47.0
32 Supplemental Placeholder 60.0 600 60 0 00 00 600
33 Total Authorization (unduplicatcd) 2,082.6 2,786.0 1,265.5 7,134.2 3,623.5 2,893.8 1,221.3 7,738.7 540.9
34 Revised Surplus (Draw From CBR) 1,185.5 (480.9)
35 Governor's Proposed Uses of lhe Surplus
36 Supplemental Appropnaliuns (7) 180.0 180.0
37 Public Education Fund lo be used in FYO07 565.0 565.0 (5650) (5650)
38 Gas i Ypelino Ownership (7) 400.0 4000
39 Total Authorization (unduplicated) 4,227.6 2,786.0 1,265.5 8,279.2 3,058.5 2,893.8 1,221.3 7.173.7
40 Revised Surplus (Draw From CBR) 40.5 84.1
41 Perma. enl Fund Dividends 610.0 010.0 7950 7950
42 Deposits lo Permanent Fund Principal 1.7 (Dlo 902.7 00 691.0 691.0
43 Capila! Incoma Fund 300 300 28.0 28.0
44 rOTAL WITH PERMANENT FUND 4,227.6 2,787.8 2,806.5 9,821.9 3,058.5 2,893.8 2,735.3 8,687.7
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Representative Bill Thomas. Jr.
and Representative Jim EIlkins
Alaska State Legislature

Slate Capitol

Juneau, AK 99801-1182
February 16, 2006

907) 790 1049

Dear Representatives Thomas and Elkins,

This letter is in response to your recently-introduced “Alternative Energy” legislation (HB-445). 1would
like to offer resounding applause to you and Representative Elkins for your initiative to address a long-
overdue Alaskan need. If 1or my company can be of assistance, | would be glad to do so.

My company (Juneau Biofucls Research) has undertaken ajoint venture with a local not-for-profit to
produce renewable fuel right here in southeast Alaska, The enterprise will recycle waste cooking oil and
refine it on a regional scale into fatty acid alkylate esters, commonly called biodiesel. This undertaking
solves a chronic solid-wastc-disposal problem for Alaska restaurants, while at the same lime producing a
clean, non-toxic, locally-consumed energy source. These two organizations have been working directly with
Waste Management/Capital Disposal, Arrow Refuse, Juneau Wastewater, Southeast Conference, and Alaska
Department of Environmental Conservation to address the complex issues of waste cooking oil disposal and
diesel emissions reductions. Our combined effort has also garnered support from thc Alaska Energy
Authority, thc National Park Service, Juneau’s Friends of Recycling, and numerous local business

establishments.

Our plan is to build a refinery and make fuel here in Juneau that will serve the whole region. Il will divert

nearly SOO tons (1.6 million pounds) of locally generated waste from Juneau’s landfill and sewer system
annually (another 2 million pounds in the rest of southeast Alaska). It will solve a costly disposal problem
for regional businesses. It will create a value-added product for Juneau and other southeast communities. It
will create jobs for the regional economy. Incentives through Arrow Refuse and Waste Management for
businesses will encourage participation, avoiding much of the need to impose regulatory intervention on
businesses with existing Alaska statutes. It isa W1N-WI1N-WIN enterprise and your proposed grant fund can

make similar efforts a success throughout the state.

Thank you very much for your time and efforts. | hope that all of your colleagues in the State Mouse as well
as those in the Senate see the wisdom of your hard work and rally their support behind you. Again do not

hesitate to call on me or my company for support.

Sincerely,
Amy Darcie Neff

Cc:

Senator Kim Elton, Juneau

Representative Beth Kcrttula. Juneau

Representative Bruce Wcyluauch. Juneau
Reptesentative Carl Moses. Unalaska

Senator Thomas Wagoner, Resources Committee
Senator Con Bunde, Labor and Commerce Committee
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Spike worries businesses that will have to pass on costs to customers

By ANDREW PETTY
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Get Your business Listed  "They know as well as anybody that when t ley get fuel at the gas pump that it's
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"Who knows what's creatine, this?" Anderson said.

Alaska North Slope crude oil closed Monday at $63.52 per barrel. It broke the $60
crest for the first time Aug. 5 by jJumping 93 cents from the day before.

In the global market, the price of crude oil Tuesday hovered beyond $66 per barrel,
a slight dip from its peak at $67 on Friday.

Californians are paying the most in the Lower 48 at the pump with prices more than
$3 a gallon in some places.

About a dozen refineries nationwide reported problems or unplanned shutdowns
last week. Also, the U.S. Department of Energy reported declines in gasoline

inventories. Industry experts say fears of Iran cutting back on production continues
to fuel the bullish behavior of the market as well.

Hansen of Taku Ol Sales said in years past prices were expected to go up every
summer and then taper off after Labor Day. But now Hansen says he can't predict
when they will go down again.

Market diesel prices have fluctuated as much as 13 cents a day, he said. Hansen
adjusts his prices with the markets in Seattle, where he buys the fuel every four
weeks.

James Harris, owner of Juneau Taxi and Tours, said the increase is something he
doesn't like to see, but his company will not have to increase rates until the price
hits $3 a gallon.

Another taxicab company owner says when pump prices liit $2.75 a gallon, he may
consider adjusting fares.

"We would have to do something,” said Andrew Beattie, owner of Capital Cab.

The city allowed Juneau taxis to raise their rates by 90 cents in May due to rising
gas prices. At the time, gasoline was around $2.50 a gallon.

Beattie said the increase hurts locals who take short, frequent trips the most.
Harris said if gas prices drop, he wants to reduce the fares.
"Hopefully gas prices will go down after Labor Day," he said.

» Andrew Petty can be reached at andrew.petty@juneauempire.com
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KTUU.com | Channel 2 News is Alaska's News Source

High gas prices mean tough winter in the B ush
Friday, November 4, 2005 - by Rhonda McBride
Anchorage, Alaska - Shakespeare wrote
“Now is the winter of our discontent.” But it
seems fitting to describe the winter ahead
for villages in Alaska that are off the road
system.

In Anchorage, gas is running around $2.50 a

gallon. While that's still higher than it was this

spring, it's a price that people in thc Bush would
A be happy to pay.

Just the sounds on the radio tell you that things are dilTerent out here as you are woken up
to thc weather in being told in Yup'ik. Lillian Michael's

Yup'ik name is Atmak, which means backpack, and she

carries a heavy load these days. She's the bearer of

mostly bad news about the high cost of fuel. Her home

village in Kwcthluk recently made the news.

“On October 7, they jacked up their prices on their gas
and stove oil. They’re both now over $4 a gallon,” said

Michael, Yup’ik news director (right).

Atmak joined us on a trip up the Kuskowkim River by hovercralt. Kwcthluk is one of the
stops along the way.

It's a race against time for villagers to stock up for
winter. Thc river is icing overyand until it freezes solid
enough to make an ice road, thc only place to buy food,
unless you can afford fly out. is in the village. Kids still
buy treats, but it's getting harder for parents to conic up
with the cash. Most buy on credit and inanv are
overextended. As the high cost of fuel drives thc prices
up, thc problem will only get worse.

“When people feel a little richer, they buy these (Lucky Charms). lused to buy these for
my grandchildren. This one is $8.19," said Michael.

It's a tough tradeoff: food or fuel. It’s a choice villagers
must weigh every day.



“If J get a five-gallon stove oil, how am | gonna get a pamper?” said James Nick,
Kwecthluk Native store manager.

Those with wood stoves might fare better. But if you live out on the tundra, it takes a lot
gas to go upriver and get wood, and most homes in this region don't have wood stoves
anymore. So on average, it takes about 300 gallons of stove oil to get through the winter.
Thai's more than $1,200 here in Kwethluk.

Samuel Snyder grew up in Akiak, our next stop. Snyder
says he's lucky lo have ajob on the hovercraft because

he can afford to pay for fuel. But his relatives in Akiak

don't fare as well.

“It's a scary thought to have to go up anymore because a
lot of people in thc villages are not employed,"” said
Snyder (left).

Akiak is already on thin ice. Thc village government fell behind on its payroll taxes and
the Internal Revenue Service seized money that was earmarked for fuel to run this power
plant. It was a high voltage drama. With no fuel to run these boilers, the village was about

to go dark.

“We start scrounging around. We start borrowing some
fuel from thc school district and thc corporation,” said
Adam Kashctok, Akiak city administrator (right).

An emergency loan saved the day, but the circumstances
that led to this crisis remains. Most people in the \illage
had fallen way behind in their power bills and thc price

of fuel hovers at around $4,20.

“It is ridiculous. It’s too high,” said Kashctok.

The hope is by the time barges come in next spring, the
price of fuel will go down. But until thc ice goes out, the
price is frozen. When people get tired of crying about
the cost of fuel, they joke about going back to the old
days, when people traveled by dog teams to hunt and
fish. But that's easier said than done. Today they fly lo
travel outside the village, but they’re Hying a lot less
with the cost of fuel so high.

"It's not like people arc living high on the hog in the villages in the first place,” said Scott
Bailey. Magcland Aviation (left).



Normally, this is a busy time of the year for Hageland
Aviation, but traffic is slower this season.

'The less demand, the less we fly. The less we fly, the
less employees | can employ,” said Bailey.

As the economy heads downward, it won't be a soft
landing. The more remote the village, thc higher the cost
of fuel.

‘One gallon of gas is $4.40 without lax," said Raphael Jimmy, Mountain Village.

“I'm from Hooper Bay and gas is probably like almost
$5," Effram Smith.

“l bought 11 gallons of gas yesterday for $51,” said
Minnie Nook, Lower Kalskag (left).

And the question hangs heavy in thc air: What will
people do in the darkest days of winter?

"l don't know. 1don't even know,” said Patrick Edwards
of Pilot Station.

Out in thc Bush, gasoline is needed to fuel more than
just cars.

“A lot of people out here, they depend on their
snowmobiles, like a guy in the city would depend on a
car,” said Mike Riley. Northstar Gas, station manager

(right).

At these prices, villagers may not be able ,0 afford thc
gas to go out and hunt for food, which they can't afford

to pay for.

“We have these Eagle brand milk, a lot of people hardly
ever buy these. But they're for $3.49 for this size.” said

Michael.

As Atmak works on a story about high fuel prices, she
wonders how villagers, especially those with small children, can afford to survive.

"If they don't move into relatives or the relatives don't
take care of them, they'll just have to live in the cold like
they did a long, long time ago," said Michael.



On the Kuskokwim, the ice floes will soon come to a standstill, but many along this river
already feel trapped. It will be a long winter of discontent, one many will feel grateful to

survive.

In case you're curious, we went out and bought some of the goods that Lillian Michael
was checking out in Kwcthluk. Our purchase included Cheerios, Lucky Charms, Gold
Medal Flour and Eagle brand milk. In Kwethluk, that would cost you about $27. In
Anchorage, we paid about $13 for the same goods, using a Carr's card, which gave a $4
discount. So the regular price of those goods in Anchorage was about $17.
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High fuel prices drive new habits

Hy Malt Hawthorne

With gasoline and stove oil prices at an all time high, residents of the Chilkat Valley
increasingly are turning to conservation and fuel alternatives,

"We've been selling tons of woodstovcs," said hardware store sales clerk Dave Parks.
"We've sold three this week, which is more than normal, and we’ve been selling them at

that rale for some time now."

Home heating oil. number 1 grade, was selling in Haines for $2.98 per gallon this week, up
more than 40 percent from last October, when thc price was only $2.11, according lo fuel
distributor Fred Gray. Locals pay about 30 cents per gallon more than the national average
of $2.69, according to thc Energy Information Administration.

Nick Degtoff said escalating fuel prices helped clinch his decision to open a firewood
business this year. "I decided to start this business because of unregulated oil prices and the

price hikes going on," said Degtoff.
Sales arc booming, he said, "between 15 and 20 cords a week."

But even his prices have climbed as thc cost of cutting and delivering wood has increased.
Degtoff said. "We depend upon oil too."

High prices are not only driving some consumers away from petroleum products, it's also
prompting others to trim what they do consume.

Parks said he’s seen increased demand for efficient oil-burning stoves and insulation this
fall. "We’ve also been selling more Toyos (oil-burning stoves) because they arc efficient.
And we've had several requests for bids on insulation and more demand for rigid foam and

other insulating materials.”

To help ease thc pinch of high prices, the borough assembly lias purposed exempting home
heating fuel from sales lax this winter. The four-month exemption period, which is set to
begin Nov. I. is expected to cost the borough about $60,000 m revenue, bur is a goodwill
effort to recognize that many families will he struggling tins winter, assembly members
said m endorsing a resolution for the tax breaak at their meeting last month.

Commuters have also begun to look to alternative practices to lower personal gasoline
consumption and expenses. Kim King, who lives at 26 Mile Haines Highway, has begun
carpooling to town twice a week since gas prices went up in September. 'We've been
doing it about a month now, and it's been working great. We work out, shop, and come

borne,"

King said the three members alternate cars, while each individual is responsible for paying
for the gas in their own car. "I'm pretty frugal, and wouldn't be going to town twice a

week without this." said King.

SEAKHC clinic administrator Marcia Scott had considered joining a caipool for Iter 64-
milc daily commute, but said her schedule usually prevents such collaboration.
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Instead, she's found another solution. "I got a Honda CRV in December to replace our
Ford Explorer. Getting a smaller, fuel efficient car was the top priority on thc list."

Gasoline prices in the valley range from S3.32 to 3.45 for regular and $3.38 lo 3.51 for
diesel. A year ago Delta Western sold regular for $2.54 and diesel for $2,78. The Energy
Information Administration’s national average, tax excluded, for regular gasoline is $2.92,
up from $1.98 ayear ago.
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Displacing diesel with alternatives

AEA's Alternative Energy
and Energy Efficiency pro-
grams promote:

» Use of renewable en-
ergy resources and lo-
cal sources of coal and
natural gas as alterna-
tives to diesel-based
power, heat, and fuel
production.

* Measures to improve
the efficiency of energy
production and end use.

- ° Vr n °

Project highlight:-fH a

Currently, AEA manages
or funds 47 projects
with state and federal
funding totaling $21.9
million in the areas of
hydroelectric, wind, bio-
mass, transmission and
distribution, geothermal,
diesel generation effi-
ciency, and energy conser-
vation. By displacing die-
sel fuel, projects also
seek to lower the cost of
power and heat to Alas-

i 6 E

Prince of Wales Island -
Alaska Power and Telephone Co.

recently completed the 2 MW South
Fork Hydroelectric Project with
grant and loan funding under AEA’s
Energy Cost Reduction RFP.

The $3.97 million project is ex-
pected to displace 536,000 gallons
of diesel fuel annually, used to pro-
vide power to Craig, Klawock, Vi-

king Lumber sawmill, Thorne

Bay, Kasaan, Hollis and Hydaburg.

Ruby - Thc Mcrrcline A
Kangas school, home of
the Ruby Ravens, was ret-
rofitted with more effi-
cient compact fluorescent
(T8) lighting by AEA in
the summer of 2003.

Thc Principal, Tim Stathis,
estimated that the school

saved
over
$6,000
on
elec-
tricity
in the current year.

KA\ tU 5

Asked what the savings
were used for, he replied

kan communities while
maintaining system safety
and reliability.

AEA publishes the bien-
nial Alternative Energy
and Energy Efficiency As-
sistance Plan describing
available funding, funding
AEA plans to request,
types of assistance that
AEA provides or plans to
provide, and criteria for
allocating funds.

ig i

South Fork Hydro - water diversion
construction in late 2005.

that the school was able
to send two honor roll
students on an jtherwisc
unaffordable f.eld trip.
The schoolwas also able
to bring in a career coun-
selor for the students.
Beside the savings and
din .t student benefits,

(Conutitdonf ate ))
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Hydroelectric
power is one of

Alaska’s most attrac-
tive alternative energy
options. AEA owns
Bradley Lake and
Larsen Bay hydro
projects, and is devel-
oping or upgrading hy-
dro projects in Atka,
Akutan, King Cove,
and Pelican, AEA is
investigating hydro po-
tential in Elfin Cove,
Chitina and assisting
in Gustavus.

“Phantom”
ENergy costs
real money

Many idle electronics, TVs,
VCRs, DVD and CD play-
ers, cordless phones and
microwaves, use energy
even when switched off —
to keep display clocks lit
and memory chips and re-
mote controls working,

Nationally, these energy
“vampires” use /0 0f our
domestic energy and cost
consumers more than $3
billion annually.

"Sleep" features that power
down equipment and elec-
tronic devices that are
turned on but not in use
can save households up to
$70 annually.

Update on Alternative Energy

Energy cost reduction loans and grants

AEA’s Energy
Cost Reduc-
tion (ECR)
program offers
opportunity for
entities to apply
for low interest @
loan and grant

financing. A &
new ECR solici-
tation is ex- 4
pected in early

2006.

AEA Alternative Energy & Energy Efficiency
Projects by Program

WIND (6)
INTERTIES (5)

HYDRO (4)

GEOTHERMAL (5)
£ CONSERVATION (4)

DIESEL EFFIC (15)

BIOMASS (8)

S5

$10 515
Uillinn

End use efficiency activities

The Alaska Rural Energy
Plan identifies end use effi-
ciency and widespread op-
por .nicies for reducing
costs of power and heat.

AEA focuses its end use
efficiency activities on larger
facilities such as schools,
community clinics, buildings
and water treatment plants.

AEA has conducted state
and federally-funded energy
audits in 490 schools and
other facilities in 143 rural
communities over the last
five years under the Bfis

build America Program.
Audits identify measures
that can save an estimated
$2.3 million per year over
the next decade at a one-
time cost of $4.1 million.

AEA iscurrently suppor -
ing lighting and other cost-
effective upgrades in 55
schools and other facilities
in 17 communities. Fund-
ing for 10 addition'lcom -
munities to be completed
in FYO7 is requested,

AEA also supports the
Alaska DOT/PF's Facilities

Energy Efficiency Pro-
gram, projected to save
the state $3.4 million in
utility costs over ten years
in eight facilities. In 2006,
16 more facilities may be
added.

In 2005, AE A solicited pro-
posals offering utilities and
communities engineering
assistance for power gen-
eration and end use effi-
ciency upgrades.

All 14 communities that
applied were awarded fund-
ing!

City of Craig - Funded by AEA, the USDOE Regional Biomass En-
jcrgy partnership, and the US Forest Service, thc City of Craig is in the
design stage for a planned wood-fired district heating system supplying two
schools and the City pool facility. Thc clean-burning automated chip-fired
system is expected to annually displace 39,000 gallons of propane and

16,000 gallons of fuel oil using local sawmill residues.

AEA and its partners are soliciting requests to assess feasibility of other
iwood-fired facilities in Alaska. See www.akcnergyauthority.oi g for more

Idetails and an application.


http://www.akcnergyauthority.oi
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Opportunity might be in the WIND

Wind Energy Construction RFP

NEW ! AEA’swind energy development
initiative will provide approximately
$3,000,000 for construction of wind
generation systems in rural Alaska
through a competitive solicitation. Fed-
eral funds will be matched with state capi-
tal funds and local contributions. The
first Request for Proposals (RFP) is ex-
pected to be issued this February.

Anemometer Loan Program

NOW! over 35 communities are par-
ticipating in AEA's wind resource moni-
toring program to assess the viability of
wind energy in their power systems.
Go online to see AEA’s high resolution wind map, Anemometer Loan Program details, wind
resource reports and more! For wind in Alaska go to: www.akenergyauthority.org

Certificate ‘of-Con'htruction'Complcti'on’ _ o
Pedro Bay - Lake and Peninsula Borough School District

Bulk Fuel Storije and is enjoying the heat recovery rewards from the recently
Poiwel Plant UpgiaJet completed bulk fuel storage and power plant upgrades in
Ped ro Bay, Pedro Bay. Commissioned last summer, the AEA project
IVdro Hay YilU*r Council . .

included an expansion of the school powerhouse to meet

the entire community's needs and an agrc- nent between

the District and the Pedro Bay Village Council to provide

heat from tho new powerhouse to the school. Thc District

previously had a heat recovery system, but it was only from
>/ mko» Ccd W )| i- pAl*. max. ' J* m thc school's powerhouse, so there was not enough heat to

"vr P’ '"Mir ¢ 'At minimize fuel consumption at the school. Based on fuel

data from the District, heating fuel consumption at the
school has decreased by approximately 80% since thc new systems were installed. At the 2005 price
of $2.72/gallon, the District will save over $10,000 in fuel costs annually.

griwrtf'omp*' 1 Project highlight: RETROFITS light the Ruby gym
"the gym lighting is phenomenal” according to principal Stathis. "We have been able to use it with thc minimal lighting
levels for lunch and other activities, full lighting during activities such as games, assemblies and school photographs Is
easy to achieve, as there is no ‘warm up' time in turning lights on. This also allows us to turn lights off completely when

the gym is not in use.*

Don Honea, the maintenance manfor the school, said he felt the lighting upgrade had been a major improvement The
cages for the gym fixtures seemed to bequite substantial and had already been ‘well tested’ by the students. He thought
the new lamps weic better and he had not needed to replace any yet Teachers and staff both commented on the Im-
provements m lighting levels. Ronda McCarty, the administrative assistant, said the lights were better and brighter and
Holly, the Kindergarten teacher, said she often uses a quarter of the lights she did before.


http://www.akenergyauthority.org
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Alternative Energy Options

Dillingham -

AEA secsupa

"met tower"

for monitoring

the wind re-

source with

help from the

locals. Don't be an Energy Hog!

ABA supports t Nl rvfitLoisiat
energy awareness, campaign.

Turn down the heat. Lower the tem-
perature just 10 degrees in a building or
home during unoccupied times to save
10% or more on heating fuel - - try a

programmable thermostat.

Turn off the power. Purchase a
guality power strip to plug in the T.V..
stereo, microwave or coffee maker - flip

the switch off when not in use.

Chena Hot Springs - This geothermal project isan AEA Energy Cost
Reduction Project. The plan is to install a 400kW geothermal power
plant at Chena Plot Springs in Interior Alaska. As atechnology demonstra-
tion, this will be the first power plant operated by a geothermal resource in
Alaska. The geothermal power plant will replace a 200kW diesel Caterpil-
lar gcnsct. The first unit will start qualifications testing February with actual
installation in June and November for units one and two.

Projected savings: Based on October 2005 fuel costs of $2.50/gallon, the
Chena project is expected to displace 96,725 gallons of diesel fuel and
save $24 1,812 of diesel costs annually.





