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MINUTES

JOINT INTERIM COMMITTEE ON ENERGY
Thursday, July 17, 2008
10:30 A.M.

U of A Community College at Hope

Rapert Library Complex, 2500 South Main Street

Hope, Arkansas  

The Joint Interim Committee on Energy met Thursday, July 17, 2008, at the University of Arkansas Community College at Hope, Rapert Library Complex, in Hope, Arkansas.  The following members attended:

Joint Energy Committee members:  Senators Percy Malone, Co-Chairman, and Jim Hill, Vice Chairman; Representatives Shirley Walters, Co-Chairman; Nathan George, Vice-Chairman; Monty Davenport, John Lowery, Allen Maxwell, and Mark Pate.
Alternate members:  Representatives Randy Stewart and Charolette Wagner.
Also attending:  Representative David "Bubba" Powers
Senator Percy Malone called the meeting to order.
Consideration to approve December 6, 2007, minutes [Exhibit D]
The December 6, 2007, minutes were approved without objection.
Anticipated Consumer Costs of Climate Change Legislation  [Handouts #1 & 2] 
Ms. Sandra Hochstetter, Vice President of Strategic Affairs, Arkansas Electric Cooperative Corporation (AECC), was recognized and gave a power point presentation noting:
· Controversy exists in the scientific community on climate change (global warming vs. global cooling).
· Monitoring stations in the U.S. and around the world confirmed last year as the most dramatic decline in global temperatures in recorded history.  The Canadian and Russian scientific communities are collecting data indicating there may be a global cooling trend on the horizon.
· A U.S. Fish and Wildlife Service study shows the polar bear population has increased 20,000-25,000 as compared to 5,000 to 10,000 in the 1950s and 1960s.
· Methodologies used and conclusions reached by the United Nations Intergovernmental Panel on Climate Change (IPCC) are challenged by more than 400 scientists who are current or former members of the IPCC.
· Congressional focus is shifting toward cutting carbon emissions and the use of fossil fuels.  Coal fired generation is under attack and 59 coal-fired projects were canceled last year.
· Coal, the most abundant energy source in the U.S with a reserve of at least 250 years, provides about 51% of the nation's electricity.  Nuclear power provides 20%.  Natural gas provides 17 % and is at an all time high, trading at 6 times the cost of coal, but there is a lack of natural gas supply in the domestic United States.  If Congress would lift the moratorium on drilling in the intercontinental shelf, the U.S. would have access to over 400 trillion cubic feet of natural gas off the coast of the United States.
· AECC has 3 coal fired plants, 5 natural gas plants and 2 hydroelectric stations.
· Utility companies are required by law to dispatch the cheapest electricity available at that moment in time.  Because of this low cost requirement, 66% of AECC's electricity is provided by coal plants, 6% comes from natural gas units, 8% from hydroelectric plants and 20% from market purchases.  Coal is by far the net lowest component at 1/6 the cost of natural gas.  
· AECC's wholesale cost is 5¢ per kwh; well below regional/national averages.  Texas is paying 27¢ per kwh.  
· Two percent of U.S. electricity comes from renewables which are used to displace more expensive gas-fired peaking energy.  Renewables are intermittent and currently cannot be stored.  Wind resources are not available during peak usage as wind peak occurs around 1 a.m. or 2 a.m. when there is little demand for electricity on the grid.  AECC's peak is at 6 p.m. when the wind is not blowing.    
· Under Liberman-Warner (L/W) proposed federal legislation, electric rates will double in most states.  The wholesale cost will rise from 5¢ per kwh to 15-20¢ per kwh within a few years.  This legislation would make coal plants uneconomical and ensure that most new electric plants are gas-fired and create from $5-$7 trillion in new taxes to the federal government by 2050 ($300 billion more per year).  
· Low electricity prices create an economic development advantage in this region of the country and passage of the L/W legislation would average electricity prices across the country and the economic development advantage will be lost in this region.  
· An independent state-by-state cost analyst of L/W report that Arkansas's electric rates would double within the next 12 years for rate payers; 10,985 jobs would be lost in 2020 and from 29,736 to 39,583 jobs lost in 2030 due to lower industrial output caused by higher energy prices, the high cost of complying with required emissions cuts, and greater competition from overseas manufacturers with lower energy costs.
· Household cost would increase by several thousand dollars per year.  The cost to Arkansas for emitting CO2 would be $55-$64 per metric ton of CO2 by 2020.  By 2030, increases would be seen in gasoline prices (76%  to 147%), in electricity costs (101% to 145%), and in natural gas costs (101% to 145%).  Alan Greenspan warns against CO2 'cap-and-trade' stating "cap-and-trade systems or carbon taxes are likely to be popular only until real people lose real jobs".
· China, Japan, India and other developing nations will not impose CO2 reduction/emission restrictions.  China is building a 1,000 mw coal plant each week and is looking at building more nuclear plants (as are Japan and India).  The U.S. would lose jobs to these countries with lower utility rates if the L/W legislation passes.
· Better alternatives would be to focus on development of carbon capture and storage (CCS); develop sequestration capabilities and necessary regulations.  If Congress wants to adopt the reduction of CO2 emissions as a goal, tools should be provided to achieve this rather than taxing consumers.  A national funding mechanism could be created for ramped up research, development, and deployment of CCS technology, ways to accelerate new nuclear plant deployment should be considered, and research on storing renewable energy should be accelerated.  
In response to a question by Representative Lowery, Ms. Hochstetter stated we receive our coal from the Powder River Basin Coal in Wyoming because that is the lowest sulfur content, therefore being the cleanest coal.  Natural gas comes from a national market (soon to be a global market) supplied by national and international corporations.  AECC is a net importer and the gas comes off an interstate gas pipeline.  Representative Lowery asked if Arkansas gas is incorporated in this national market and, if so, what percentage is included.  John Bethel, Executive Director, Public Service Commission, did not have the answer but will obtain this information for the committee.  Mr. Bethel added Arkansas consumes more gas than it produces.  
Regarding burning lignite,  Ms. Hochstetter stated a team in their Generation Supply Department is looking at lignite as a possible source with ongoing laboratory tests looking at core samples to determine its prospects.  

In response to a question by Mr. Larry Teague, Ms. Hochstetter stated the amount of natural gas reserves identified and known to exist in the Intercontinental Shelf waters exceed 400 trillion cubic feet but the drilling moratorium would have to be lifted by congress to access it..  The likelihood of the moratorium being lifted anytime soon is not great.  Much of our natural gas is imported from Canada but Canada is decreasing the amount they send us because they are beginning to need it for their own domestic purposes.  
In response to a question by Senator Hill, Ms. Hochstetter stated China and Cuba are drilling for natural gas in the Eastern Caribbean 52 miles off shore.  China is drilling off the coast of Cuba and Florida and accessing some of the gas we could be accessing.
There being no further business, the meeting adjourned at 11:21 a.m.
