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Senate Bill 138

LAWS OF ALASKA

Alaska Affordable Energy Strategy

Source Chapter No.
HCS CSSB 138(FIN) am H

Plan and recommendations to the Legislature

Relating to the limitation on the value of property taxable by a municipality: relating to the
Alaska Gasline Development Corporation; relating to an in-state natural gas pipeline, an

Alaska liquefied natural gas project. and associated funds: requiring state agencies and other : .

entities to expedite reviews and actions related to natural gas pipelines and projects; making O n I n ra S r u C u re n e e e O e I Ve r a O r a e
certain contracts by the Department of Natural Resources and the Department of Law not

subject to the State Procurement Code; relating to the authorities and duties of the

commissioner of natural resources relating to a North Slope nafural gas project, oil and gas

.
and gas only leases, and royalty gas and other gas received by the state including gas received
as payment for the production tax on gas: relating to a report and recommendations by the e I | e r O a re a S I I l e S a e a O n O a Ve
commissioner of natural resources regarding the delivery and availability of North Slope

natural gas in the state, including the identification of risks and recommendations for
mitigation; relating to the tax on cil and gas production. on oil production. and on gas

[
production: relating to the duties of the commissioner of revenue relating to a North Slope
natural gas project and gas received as payment for tax; relating fo confidential information I re ‘ a ‘ ‘ e S S O a O r O e I I a l I ra a S
and public record status of information provided to or in the custody of the Department of

Natural Resources and the Department of Revenue; relating to apportionment factors of the

Alaska Net Income Tax Act; amending the definition of gross wvalue at the "point of ° °

production” for gas for purposes of the oil and gas production fax: clarifying that the

exploration incentive credit. the oil or gas producer education credit, and the film production I e I n e
tax credit may not be taken against the gas production tax paid in gas; relating to the oil or gas O
producer education credit; requiring the commissioner of revenue to provide a report to the

legislature on financing options for state ownership and participation in a North Slope natural

gas project; requesting the governor to establish an advisory planning group to advise the

governor on municipal involvement in a North Slope natural gas project; relating to the

development of a plan by the Alaska Energy Authority for developing infrastructure to deliver

affordable energy to areas of the state that will not have direct access to a North Slope natural

gas pipeline and a recommendation of a funding source for energy infrastructure

development: establishing the Alaska affordable energy fund: requiring the Department of

Started: May 2014

Report and Proposed Legislation Due:
January 1, 2017
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Over 200
Communities

Alaska Affordability Energy Strategy

Communities and Regions

Part Clarence.

Alakarul

Over 165,000
people

Furiam Tose -

Kesigluk,

Mirapizcie gy skinctek il

Saint Paul
it Gearge
Aleutians
Aluatan
Unzlzska | i
-
ftin

Barrow

MNorth Slope

Arekiuvuk Pass

e Northwest
Arctic
Kalzetim Kiarm.
(=1
H.“_|r§.

Mook @
Selavic

it L

e, Alicaket

Hugfies

Hisl
Rampert

K

Koyusiuk
e g Galena Puisy
Siakkoolk .F_ﬂ
. k
Ul Yukon-Koyukuki ;5.

Upper Tanana

" O i fichee

Fatiik

ing T:

L ]

Anvik

S0z
L ]

Hat
Hely Cross

Crocied Crock:

Lower YuKon-Kuskokwim

Bristol Bay ¢
Kogand _'J
W
B

T A Cillingarn
Hackotek @
L]

Filot Pairk
Fort Heiden
L

Kodiak

Chignik Lake

Mescr Lagzon
L ]

prudhos Bay Kaank

ek

Chizana.

MeCarthy

Copper

River/Chugach

Merteltre

Hekchira

“fakatat

Kukwar. -
uito Lake

L3
wenant | |P.

At ey

Southeast

.l
na

3
Uhitestore Logging Camp
i

Hyddar

0, At Station

Acdak.

artchibean
awman

wilaketla

L

Fydaburg

/=
- EMERGY AUTHORITY
a (-4 120 240

AEA Energy Data/GIs, Aprl, 2006




AKAES Planning Horizons

Short-term:

1. With the current budget climate, what can the state do to maximize
the reduction in community energy costs?

a. For example, how to spend a hypothetical S1M to best benefit a community?

b. Where will the hypothetical S1IM come from?
2. Test options to prepare the state for the long-term plans

Long-term:

1. How should the state invest money available through the
Affordable Energy Fund to provide the maximum benefit to
communities?




Sectors Addressed

= Residential: Electricity & Heating Costs

= Public Facilities (including water/sewer): Electricity & Heating Costs
= Private Commercial Facilities: Electricity & Heating Costs

Not Addressing:

= I[ndustrial

= Transportation (within and between communities, except for
delivery of fuel or energy-related infrastructure)




Areas of Study for Affordable Energy

Infrastructure Non-infrastructure
= Energy Efficiency = Direct Underwriting
(subsidies)

= Diesel Efficiency

= Management Improvements
= Renewable Energy

= Ownership & Project

= Transmission & Interties financing

= Fuel Delivery & Storage

= Fuel Switching




Preliminary Results




Infrastructure Opportunities for Affordable Energy
iIn Communities

Infrastructure opportunities e IRl SRRty e
modeled on best available: * Efficiency o
= Residential, non-residential,
water/wastewater

= Community-level data
= Renewables

= Project-type costs = Wind, solar, hydro power
. = Heat Recovery
. PrOJect-type performance = Biomass (cordwood, pellets)
= Population forecasts * Alrsource heat pumps
= Transmission
= Diesel price forecasts - Diesel efficiency

We will be able to compare the potential
opportunities in a community to assist the
communities in making sound investment decisions




Preliminary Model Output Results

Significant opportunity Less opportunity exists for:
remains for

= LNG has a low chance of
being economically viable
for either electricity or
thermal loads

= Residential & non-residential
energy efficiency for both
heat and electric

Regionally & locally significant
opportunity exists for:

= Solar has a low chance of
being economically viable

for utility-scale electricity
= Renewables—biomass, wind, generation

ASHPs

Additional models are still in development:
e Hydro, diesel efficiency, heat recovery, and interties J=/NASKA

= Fuel delivery upgrades




Summary of Preliminary Model Results

Solar Power $824,000 $638,000 $185,700
Wind Power $191,000,000 $102,000,000 $88,000,000
Biomass (Cordwood) $344,000,000 $182,000,000 $162,000,000
Biomass (Pellets) $290,000,000 $69,700,000 $220,000,000
—Residential Efficiency $658 000,000 $/429.000,000  $228,000,000 —
<_INon-residential Efficiency $1,220,00,000  $396,000,000  $824,000,000

Interties

Hydropower

Heat Recovery

Diesel Efficiency

Air-Source Heat Pumps

Still to come

Potential for more than $1 billion in investment needed to exploit
cost effective projects with a net benefit of more than $1.5 billion
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Project Development & Non-Infrastructure
Opportunities

Improvements possible across the entire project development
cycle—for funding agencies and utilities

1. Initial project selection
Coordination between stakeholders

Access to financing

S N

Project implementation: feasibility through design

a) Find fatal flaws early, if possible

5. Utility management and project operation




Significant Opportunity = Significant Investment

= There is more need & more opportunity than can be
accomplished through state funds alone

= The state will need to provide new types of assistance to
communities to help them access existing state, federal, NGO,
and private financing opportunities

= Careful coordination between stakeholders will be needed to
deliver the current services with fewer state grant dollars

= Alignment of policy, regulations, and financing/incentives will
be needed
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Presenter
Presentation Notes
Thank you.  Happy to be here today and to participate with community of Alaska’s energy experts.  

Challenging situation with oil revenues falling, but still significant opportunity to improve the economic health and well-being of rural Alaska and statewide. 


Introduction to VEIC
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Presenter
Presentation Notes
Nonprofit  founded in 1986
Designs, delivers, and evaluates  energy efficiency, transportation, and  renewable energy programs  nationwide
300+ employees
Locations: VT, DC, OH, NJ



EE & Financing Needs Assessment

= Objectives

- Catalog and assess efficacy of existing initiatives supporting efficiency in
the AKAES regions

« Forecast need and opportunities for efficiency in the AKAES regions

- ldentify national best practices and assess fit for enhancing efficiency
services in the AKAES regions

« Recommend strategies and policy options

= VEIC partnered with CCHRC

= Informs AEA Alaska Affordable Energy Strategy




Recommendations

Direct state funding

Sustained Weatherization
Program support

Indirect state funding

Continue with technical
services, training, and
research

Establishing / enhancing

requirements
Establish an energy efficiency
resource standard (EERS)

Market-based programs and
incentives

Join and/or create regional
coalition(s)

Expand building codes,
support and enforcement
statewide; identify and

implement “stretch” code

Upstream product initiatives
and incentives

Participate in and adopt
minimum product standards

Support energy service
contracts via public and
private channels

Create targets or
requirements for investment
of a portion of assistance,
endowment or public benefit
corporate portfolios to support
energy efficiency

6/30/2016
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Recommendation 1: Establish a sustainable mechanism for
Weatherization funding in rural Alaska.

« 41,000 homes (half in Southeast) have not participated in the
weatherization program

« Annual expenditures - $272 million in heating fuels / $125 million in
electricity

« Central to energy affordability in AKAES region

Weatherization Opportunity in AKAES Regions

® Houses Remaining to Retrofit Houses Retrofit
5,000 10,000 15,000 20,000 25,000 30,000
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Presenter
Presentation Notes
Full text:  We recommend the Alaska Affordable Energy Strategy contain an explicit target for, and associated sustained funding to provide, comprehensive Weatherization services to all eligible households in rural Alaska over the next ten years.  The estimated investment of $36 million per year to provide these services is consistent with past state investment levels in weatherization services, and will provide a substantial range of durable, non-energy benefits to the communities and families that are served.



Recommendation 1: Establish a sustainable mechanism for
Weatherization funding in rural Alaska.

= Forecast potential of $231 million in net benefits to the AKAES region (B/C of 1.74) with
a total cost of $450 million and savings of $681 million from weatherization over 15
years

« Recommend target of extending weatherization services to reach 80% or more of all
eligible rural Alaskan Households within the next 10 years

« Recommend establishing annual targets:

= 4,000 homes weatherized annually
= Annual budget of $36 million (10 yrs)



Presenter
Presentation Notes
Full text:  We recommend the Alaska Affordable Energy Strategy contain an explicit target for, and associated sustained funding to provide, comprehensive Weatherization services to all eligible households in rural Alaska over the next ten years.  The estimated investment of $36 million per year to provide these services is consistent with past state investment levels in weatherization services, and will provide a substantial range of durable, non-energy benefits to the communities and families that are served.



Recommendation 2: Create statewide market-based energy efficiency
programs and incentives.

= National Best Practice — Diversity of programs reflect diversity of buildings, end-uses,
market channels and EE delivery mechanisms

= Alaska has excellent resources and experience in delivering energy efficiency services
to rural communities (e.g. AEA, AHFC, ANTHC, CCHRC, HA’s)

= Diverse mix of actors in the energy sector with federal, state, local, tribal, non-profit,
for-profit, and academic representatives all actively engaged

= Sustainable funding remains as a barrier to consistent programs and services and
continued EE industry growth



Presenter
Presentation Notes
States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 2: Create statewide market-based energy efficiency
programs and incentives.

= Recommend development of statewide energy efficiency services
(programs, incentives, technical services) to leverage larger market in
Railbelt to better serve AKAES regions
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Presentation Notes
States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 3: Develop upstream heating equipment and lighting
incentives and initiatives.

= National Best Practice — Delivery of commercial and residential incentives to
buy-down or markdown costs at retailer/distributor level for lighting and
HVAC equipment

 High benefit-to-cost -
ratio (or low levelized | s
cost of energy saved)
compared to other
comprehensive
efficiency services

e Absence of targeted

EE incentives in AK to i I
influence time-of- sp02

50.02 -
sale and early =
replacement Of M Res. Consumer . Res. Prescriplive Fes. Behavior/ . Res, Multi-Family .Hes Whale-Home . Fies. New

Product Rebates n=104 Narmalive n=40 Retrofit Construction

inefficient lighting and 18 Fodha e e

[HERs) n=32

h e atl n g e q U I p m e nt B Participant Cost of Saved Electricity Program Administrator Cost of Saved Electricity

50.10

£0.004
S0.08
$0.07M
i3 0
50 0054 $0.057 .

Levelized Total Cost of Saved Electricity (20128/kWh)
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States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 3: Develop upstream heating equipment and lighting
incentives and initiatives.

= Recommend targeting larger hub and distribution centers (e.g. Anchorage and
Fairbanks) for outsized impact on the AKAES communities due to the higher costs and
limited product availability in local communities

= Recommend complementing with strategies for supporting smaller, local community
stores and dealers to support both planned and emergency purchases, avoiding lost
upgrade opportunities.

= Evaluate opportunities for additional market sector specific systems (e.g. pumps and
motors)



Presenter
Presentation Notes
States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 4: Support expansion of energy service contracts and
strategies for serving non-residential buildings.

« ~ 10,000 non-residential buildings in AKAES region

* Annual expenditures - $265 million in heating fuels / $181 million in
electricity

« High energy intensity and larger square footage results in outsized
potential for energy efficiency

Opportunity for Nonresidential Energy Efficiency in AKAES Region
m NPV Cost  m NPV Benefit
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States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 4: Support expansion of energy service contracts and
strategies for serving non-residential buildings.

= Rural Alaska faces logistical challenges and projects that are typically
smaller and potentially more risky than those the private sector ESCOs will
take on

= Existing ESCOs serving Alaska primarily with state buildings and larger
commercial buildings

= Recommend evaluating new models (e.g. PPESCO) to complement and
expand existing options for public buildings — including schools — to achieve
deeper energy savings

* t Q A White Paper on
~4 | Energy Use in Alaska’s
% | Public Facilities
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States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 5: Continue technical services, research, and training.

= National Best Practice — Comprehensive and sector-level specialization (e.g. health
care, public safety, water and wastewater, and education) to identify cost-effective and
sector specific EE solutions

= Alaska has deep experience and track record in supporting EE statewide (e.g. AFHC,
AEA, ANTHC and CCHRC) with technical services, research and training

= Strong partnerships established with federal agencies (DOE, NREL, USDA, US BIA) for
supporting demonstration projects, training, applied research and regional energy
planning



Presenter
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States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 5: Continue technical services, research, and training.

Recommend committing funding to include support for technical services, research
and training as part of comprehensive efficiency services.

= Recommend leveraging existing state funding with additional funding for research and
development through academic institutions, federal funds, and with private support
from foundations and private investment

= |ncrease building operational efficiency (e.g. training, retro-commissioning, building
energy monitoring)

= Incorporate key account management for larger commercial customers

/=
s EMERGY AUTHORITY


Presenter
Presentation Notes
States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 6: Join and/or form collaborative partnership(s).

= National Best Practice — Regional collaborations offer opportunities for greater
efficiencies for coordinated procurement of services and/or development of programs

= National organizations - e.g. Consortium for Energy Efficiency (CEE)

= Regional organizations - e.g. Northwest Energy Efficiency Alliance (NEEA)

= Stakeholders in Alaska have engaged in statewide and regional partnerships focused on

EE and building best practices for arctic climates (Such as the Alaska Energy Efficiency
Partnership)

= Standardization needed around EE technical reference manuals, evaluation and
monitoring protocols critical for setting/tracking EE against goals



Presenter
Presentation Notes
States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 7: Establish a statewide energy efficiency resource
standard.

= Key components that support EERS

= Direct-cost recovery - recovery of costs related to the administration/implementation of efficiency
programs. Recovered through rate cases, system benefits charges, and tariff rider/surcharges.

= Fixed-cost recovery - decoupling and lost revenue adjustment mechanisms for utilities to recover
marginal lost revenue associated with fixed operating costs.

= Performance incentives - mechanisms that reward utilities for reaching certain electric efficiency program
goals, and impose a penalty for performance below the agreed-upon goals

= 25 states have established and adequately fund EERS to identify savings targets for EE
programs administered by utilities or independent statewide program administrators

« Complementary to House Bill 306 setting goal for reducing per-capita energy
consumption by 15 percent by 2020

« Recommend developing 5 & 10 year statewide savings targets

l— ENERGY AUTHORITY
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Presentation Notes
States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 8: Adopt and expand support for statewide energy
efficiency building energy codes for residential and non-residential buildings.

= National Best Practice — Energy codes for residential and non-residential
buildings, along with technical support and enforcement, help establish
and build consistent statewide practices that can improve building safety,
durability, affordability, comfort, and efficiency.

= Vast majority of residential new construction is voluntarily meeting BEES
and achieving advanced code requirements.

= HAs focused on long-term energy affordability for tenants

= Comparison of ARIS against Dept of Labor estimates for new construction
suggest significant underreporting of BEES by HAs

= Statewide building energy codes will support BEES standardized designs,
procurement, workforce training and building practices.



Presenter
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States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 9: Adopt minimum efficiency design and procurement
standards.

= National Best Practice - ENERGY STAR building and product specifications often
adopted as minimum efficiency criteria for federal, state, commercial and public
buildings to guide long-term efficiency in buildings

« Establish standard purchasing / procurement requirements for energy-efficient
equipment and other measures meeting or exceeding minimum performance
standards established by ENERGY STAR



Presenter
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States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Recommendation 10: Establish targets and guidelines to channel a portion of
assistance, endowment, and public-benefit corporation investments toward
efficiency.

= National Best Practice — Public benefit funds established frequently with a
surcharge or societal benefit charge (SBC) on all electric ratepayer
(commercial and residential) bills to support utility or statewide EE and RE
programs.

= Recent federal efforts to unlock private-sector investment in addition to
state level revolving loan funds and “Green Banks”

= Recommend establishing guidelines for ensuring revenues, assistance, and
other forms of investment are dedicated to energy efficiency, for the
benefit of Alaska residents and businesses, statewide.
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Presenter
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States have and currently fund EERS targets.

Alaska has target but not necessarily tracking regulation towards delivery

Great evaluation and analysis and data sets exist for the state in comparison to other jurisdictions - 

Native corporations and regional housing authorities, match with facility operations for other services.  


Discussion and
Questions

David Hill
(802) 540-7734
Dhill@veic.org




AKEnergyAuthority.org
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