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Executive Summary 

The State of Alaska has almost three times as much energy use per capita as the rest of the 

United States (U.S. Energy Information Administration, 2012).  Many of the reasons for this are 

unique to Alaska such as its remoteness and harsh environment.  Alaska has also recognized 

that, despite having large amounts of energy production and potential energy sources, 

Alaskan’s continue to pay a high premium for energy. Renewable resources are abundant in 

Alaska yet, historically, we have not invested in and refined these technologies to better serve 

the state or its residents. 

The purpose of this report is to show that Alaska is actively creating an energy policy and 

implementing programs to make Alaska a leader in renewable energy development as well as 

energy efficiency.  This report will illustrate the financial impacts as well as the energy efficiency 

impact resulting from recent legislation defining Alaska’s energy policies. 

In 2004 the Renewable Energy Alaska Project (REAP) was created to promote renewable energy 

resource development in Alaska.  REAP was heavily involved with getting three key pieces of 

energy legislation passed in Alaska. In 2009, House Bill 306 was introduced as a roadmap for 

Alaska’s energy future.  In 2010, Senate Bill 220 the State of Alaska Sustainable Energy Act was 

introduced as a plan of action to achieve the goals set forth in HB 306.In 2008, HB 152 was 

enacted which created the Renewable Energy Grant Fund and positioned Alaska as a national 

leader in funding for renewable energy.   

With the continued demand for energy and rising fossil fuel prices, Alaska is working hard to 

encourage renewable resource development to ensure a clean energy future for its residents.    
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“To truly transform our economy, protect our security, and save our planet from the ravages 

of climate change, we need to ultimately make clean, renewable energy the profitable kind of 

energy.” 

-President Barack Obama 

Renewable Energy 

Renewable energy is energy that comes from natural resources which are naturally replenished. 

The use of renewable energy has been around since the invention of fire. Wood, one form of 

renewable energy supplied up to 90% of our energy needs as recently as 150 years ago. (U.S. 

Energy Information Administration, 2012) As the use of fossil fuels such as coal, oil, and natural 

gas expanded, the United States became less reliant on wood as an energy source. When 

renewable resources are use, the demand for fossil fuels is reduced and therefore less 

greenhouse gas is released. In 2010, consumption of renewable resources totaled about 8% of 

all energy used nationally, with about 10% of U.S. electricity being generated from renewable 

resources. The production and use of renewable energy has experienced growth in recent years 

as the prices of fossil fuels oil and natural gas have risen. 
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Alaska’s Renewable Resources 

Alaska’s energy development has been defined by its unique geography. Most villages are 

accessible only by plane or boat, with roads only connecting a small number of communities. 

This geographical vastness has hindered the creation of a reliable electrical infrastructure, with 

many rural villages depending on diesel run generators and fuel oil. When the price of oil 

spikes, this dependence on fossil fuels can be devastating to rural Alaskan residents.  

Alaska pays some of the highest prices for gas and electricity in the nation despite being the 

second largest producer of oil in the United States. According to the Energy Information 

Administration, Alaska was ranked third in 2011 for high residential electricity costs with an 
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average price of 17.76 cents/kWh as compared to the national average of 11.52 cents/kWh.  As 

Alaska’s demand for electricity, heat, and transportation fuel are increasing, more Alaskans are 

looking to renewable resources to offset the price volatility of natural gas and diesel fuel. 

(Renewable Energy Alaska Project, 2012) According to the Electric Power Research Institute, 

Alaska has over 50% of the nation’s wave energy resources and over 90% of the country’s river 

current and tidal energy resources. Alaska contains seven major forms of renewable energy 

resources: biomass, geothermal, hydroelectric, solar, wind, tidal and river hydrokinetic. 

Summary of Renewable Resource in Alaska 

BIOMASS ENERGY: Comes from the burning of 

natural materials such as grains, plant waste, 

and animal matter. 

WIND ENERGY: Wind turbines capture the power 

of the wind and convert it into electricity. 

Alaska is rich with biomass resources from 

forests that need maintenance clearing to fish 

oil from the state's fishing industry. 

Alaska has some of the best wind resources in the 

country. More than twenty of Alaska's communities 

currently use utility-scale wind turbines to generate 

electricity. 

PROs 

Using biomass fuel can reduce landfill 

waste, and most of these raw products 

can be replenished. 

PROs 
Wind energy is a mature technology that is 

currently in use worldwide. 

CONs 
The burning of biomass fuels can release 

carbon dioxide 
CONs 

Wind power is intermittent and 

unpredictable on a daily basis 

GEOTHERMAL ENERGY: Taps heat from the 

Earth's core to provide direct heat or electricity. 

TIDAL ENERGY: Tidal and wave energy systems 

exploit the power of incoming and outgoing tides 

and ocean waves, utilizing turbines and newer 

emerging technology. 

Alaska's Chena Hot Springs is home to the 

lowest temperature geothermal plant in the 

world. 

Alaska could become a leader in US tidal energy 

development. The Cook Inlet has a 30 foot tidal 

range, the second largest in North America. 

PROs 

Geothermal plants produce far less 

carbon dioxide emissions than fossil fuel 

plants and can continuously produce 

power. 

PROs 
Tides and waves are both consistent and 

predictable. 
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CONs 

Many geothermal sites in Alaska are 

located in remote, scarcely populated 

areas 

CONs 

The emerging technology is still being 

developed and any potential negative 

effects are not yet known. 

HYDROELECTRIC ENERGY: Turbines harness the 

power of falling and flowing water. 

RIVER ENERGY: In-river hydrokinetic systems use 

turbines placed directly in the flow of a river to 

capture the moving water's power. 

Alaska currently uses hydroelectric power to 

power 21% of Alaska's electricity needs. 

In Alaska, in-river hydrokinetic power could be a 

convenient, unobtrusive power source. 

PROs 

Hydroelectric facilities produce no 

waste, no pollution, and few greenhouse 

gases. They are highly reliable and 

require low maintenance. 

PROs 
In-river systems are adaptable for more 

locations than traditional hydropower. 

CONs 

Hydroelectric plants can be expensive to 

construct and potentially damaging to 

fish ecosystems and surrounding land 

areas. 

CONs 

These smaller systems create less power 

than other water energy sources, and the 

technology is still being developed. 

SOLAR ENERGY: Solar technologies convert the 

power of the sun's rays to electricity and heat.   

Alaska's short winter days have made utility 

scale solar projects uneconomical. But hundreds 

of solar power systems are in use in remote, off 

grid residential locations. 

  

PROs 

Solar panels are quiet, clean, and can be 

installed in otherwise unused locations, 

such as rooftops. 
  

CONs 
Solar panels can only produce maximum 

power in day-lit, sunny conditions.   

Source: Renewable Energy Alaska Project 

Renewable Energy Alaska Project 

The Renewable Energy Alaska Project (REAP) was formed in 2004 with the goal of promoting 

the use of renewable energy in Alaska. It currently includes more than 710 organizational and 

contributing members representing small and large Alaska electric utilities, environmental 

groups, consumer groups, businesses, Alaska Native organizations, and municipal, state and 
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federal entities. (Renewable Energy Alaska Project, 2012) REAP is the only education and 

advocacy group focused solely on renewable energy in Alaska. The primary goal of REAP is to 

increase the production of renewable energy in Alaska and bring its benefits to Alaskans. REAP 

also promotes energy efficiency and conservation. 

REAP has had several major accomplishes since its creation in 2004. REAP is the State Facilitator 

for the Wind for Schools program in Alaska, and was involved in successfully lobbying for Alaska 

to the list of 11 states accepted to this national program. REAP also hosts two annual events, 

the Alaska Renewable Energy Fair and the Business of Clean Energy in Alaska Conference, to 

promote the use of renewable energy in Alaska. Most importantly, REAP played an integral part 

in the passage of three pieces of legislation: House Bill 306 (HB306), Senate Bill 220 (SB220), 

and House Bill 152 (HB152). 

House Bill 306 – State Energy Policy 

House Bill 306 was a proposed energy policy for Alaska originally presented in November 2009.  

The purposed of this bill was to develop a statewide energy policy as the basis for a long-term 

vision to address Alaska’s energy challenges and opportunities.  In presenting the proposed bill 

the stakeholders identified four key steps for success.  These included establishing the energy 

policy, developing goals, creating a plan and implementation.  This bill was adopted on April 17, 

2010.   

The reasoning behind the creation of this bill was to address current and future energy needs.  

The sponsors of this bill recognized that Alaska’s economy is heavily tied to energy sources.  
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They also recognized that supply of fossil fuels and global climate change will affect the 

availability and price of fossil fuels in the not too distant future.    In recognizing the challenges 

that were ahead they created a policy that would focus on five fundamental concepts.  The first 

was simply to promote energy efficiency and conservation.  The second was to promote the 

development of renewable and non-renewable energy resources.  Third was to promote long 

term, cost effective development of resources.  Fourth was to support research, education and 

workforce development.  Finally, the fifth fundamental concept was to create a coordinated, 

streamlined governmental process. 

A unique feature to this bill was that it was not written by the legislature but rather a diverse 

group of Alaskans were assembled to write a policy for Alaskan energy that they believed would 

be the most successful for the state now and in the future.  It was sponsored by the house 

special committee on energy.  In passing this bill they hoped to join the company of several 

other states that have also passed their own state energy policies. 

The bill as adopted is “An Act declaring a state energy policy.”  It has two sections, the first 

addresses legislative intent and the second is the declaration of the state energy policy.  The 

legislative intent is laid out very clear and concisely.  There are five objectives in the legislative 

intent.  The first is to achieve a 15 percent increase in energy efficiency on a per capita basis 

between 2010 and 2020; second is to receive 50 percent of its electric generation from 

renewable and alternative energy sources by 2025; third is to work to ensure a reliable in-state 

gas supply for residents of the state; fourth is that the power project fund serve as the main 

source of state assistance for energy projects; and fifth, the state remain a leader in petroleum 
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and natural gas production and become a leader in renewable and alternative energy 

development. (State of Alaska, 2012) 

The Declaration of state energy policy reads “The State of Alaska recognizes that the state’s 

economic prosperity is dependent on available, reliable, and affordable residential, commercial, 

and industrial energy to supply the state’s electric, heating, and transportation needs.  The 

state also recognizes that worldwide supply and demand for fossil fuels and concerns about 

global climate change will affect the price of fossil fuels consumed by Alaskans and exported 

from the state to other markets.  In establishing a state energy policy, the state further 

recognizes the immense diversity of the state’s geography, cultures, and resource availability.” 

(State of Alaska, 2012) 

The policy has four main goals.  The first is to institute a comprehensive and coordinated 

approach to supporting energy efficiency and conservation.  They aim to achieve this goal 

through education, energy efficiency codes and decreased consumption and conservation. The 

second is to encourage economic development using renewable and alternative energy 

sources, by developing efficient use of nonrenewable and alternative energy resources, 

developing cost-effective and long-term sources of energy, by encouraging private sector 

energy development and using energy efficiently in transportation.  The third goal is to support 

energy research, education and workforce development by having training and education 

programs and to use energy research and development to reduce energy costs.  Finally, the 

coordination of governmental functions would be achieved by reviewing and streamlining 

processes, using one agency to manage the state’s energy functions and by collaboration with 



9 
 

federal agencies to meet energy production targets.  This as well as a more in depth description 

can be found at: 

http://www.legis.state.ak.us/basis/getdocuments.asp?session=26&bill=SB220 

This bill established a clear intent for what the goals of the State of Alaska will be now and in 

the future for our energy policy.  It paves a trail for future legislation aimed at meeting these 

goals and establishes a plan for governmental control and oversight.  Created by a group of 

sixteen experienced Alaskans it was a vision to utilize our resources and bring Alaska into the 

future with energy development, production and usage.  Since the adoption of this bill, several 

others have followed in enhancing the state’s energy situation. 

Senate Bill 220 – Alaska Sustainable Energy Act 

This bill is called the State of Alaska Sustainable Energy Act and addresses multiple programs.  

The long list includes energy efficiency, energy conservation, and alternative energy, an 

emerging energy technology fund, the Alaska heating assistance program,  nuclear energy 

production and facilities,  the establishment of an Alaska energy efficiency revolving loan fund, 

the feasibility of using compressed natural gas to power vehicles in the state, authorizing 

relating to the issuance of bonds by the Alaska Housing Finance Corporation and municipal 

energy improvements financing program and an energy report by the Office of the Governor to 

name a few.  (State of Alaska, 2012) This bill obviously addresses several issues some of which 

will be addressed in the following sections. 

http://www.legis.state.ak.us/basis/getdocuments.asp?session=26&bill=SB220
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The bill has thirty four sections and the sectional for SB 220 gives a brief description of each.  

This will provide a short summary of applicable sections: 

 Section 2: Allows a regional school board to receive loans from the Alaska energy 

efficiency revolving fund. 

 Section 3: Clarifies “special nuclear material facility” and “by-product material facility” 

to increase projects where licenses may be needed from the Nuclear Regulatory 

Commission. 

 Section 7: Provides the Alaska Housing Finance Corporation with the power to provide 

technical assistance to municipalities regarding energy codes and efficiency standards. 

 Section 8: Creates an energy efficiency revolving loan fund in the Alaska Housing 

Finance Corporation for providing loans to regional attendance areas, municipalities, or 

the state for the purpose of financing energy efficiency improvements to buildings. 

 Section 9: Requires the Office of Management and Budget to work with state agencies 

to develop a standardized methodology to collect and store energy consumption and 

expense data. 

 Section 10: Stipulates that a state lease with an electric utility may not include a fee 

based on a percentage of gross revenue for renewable energy produced by the utility. 

 Section 11: Expands the options for money going into the Southeast Energy Fund and 

expands the projects that the funds may be used for. 

 Section 12:  Creates the emerging energy technology fund. 

 Section 14: Requires the Department of Transportation and Public Facilities to purchase 

energy efficient cars whenever practical. 
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 Section 16: Amends the definition of “alternative energy system” to include nuclear fuel 

as it relates to financing of energy efficient homes and buildings. 

 Section 17-24: Converts the Alaska heating assistance program into the Alaska 

affordable heating program and makes changes to that program. 

 Section 25: Repeals the emerging energy technology fund in 2015. 

 Section 26:  Requires the Office of Management and Budget to work with state agencies 

to develop a standardized methodology to collect and store energy consumption and 

expense data. 

 Section 27: Requires the Office of the Governor to submit a report regarding the 

structuring of state energy programs. 

 Section 28: Requires the Department of Transportation and Public Facilities to study the 

feasibility of using compressed natural gas to power vehicles in the state and develop a 

proposal for a pilot program if warranted by study. 

 Section 29: Authorizes the Alaska Housing Finance Corporation to issue bonds to 

support making loans from the energy efficiency revolving loan fund. 

 Section 30: Requires the Department of revenue to submit a report to the legislature 

regarding the feasibility of a municipal energy improvements financing program. 

 Section 31-32: Concerns Department of Health and Social Service regulations for the 

Heating Assistance Program. 

The brief description of SB 220 and can be found at: 

http://www.legis.state.ak.us/basis/get_documents.asp?session=26&bill=SB220 

http://www.legis.state.ak.us/basis/get_documents.asp?session=26&bill=SB220
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The chart below depicts the fiscal impacts that accompanied the initial bill (State of Alaska, 

2012): 

FISCAL IMPACTS (in Thousands of Dollars) 

OPERATING EXPENDITURES FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 

Personal Services 505.00 505.00 505.00 505.00 505.00 505.00 

Travel 41.80 40.20 40.20 40.20 40.20 40.20 

Contractual 494.20 324.70 324.70 324.70 324.70 324.70 

Supplies 34.00 3.00 3.00 3.00 3.00 3.00 

Equipment 10.00           

TOTAL OPERATING 1,085.00 872.90 872.90 872.90 872.90 872.90 

       
FUND SOURCE FY2011 FY2012 FY2013 FY2014 FY2015 FY2016 

Federal Receipts             

GF 808.50 596.40 596.40 596.40 596.40 596.40 

Interagency Receipts 276.50 276.50 276.50 276.50 276.50 276.50 

TOTAL 1,085.00 872.90 872.90 872.90 872.90 872.90 

 

These fiscal impacts include the following operating expenditures & funding sources: 

 $276,518 annually to cover contract cost for personal services with Alaska Industrial 

Development and Export Authority (AIDEA) to include 3 full-time positions.  

 $418,200 for FY2011 for the Department of Transportation and Public Facilities 

(DOT&PF) to hire 2 full-time positions, outfit an office space with equipment, cover 

travel expenses and hire a consultant for a natural gas feasibility study 

 $299,700 for FY2012 – FY2016 for the DOT&PF to maintain their 2 full time 

positions, travel expenses and office space 
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 $390,300 for FY2011 in support of the Alaska Energy Authority (AEA) to develop 

program criteria, cover travel expenses, fund personal services and acquire 

equipment 

 $296,700 for FY2012 – FY2016 to be used for continued support of AEA activities   

 Contract costs with AIDEA will be funded through interagency receipts. All other 

expenditures will be funded through the general fund (GF). 

To further break this down the major components are several other bills attached to SB 220 

which all deal with energy efficiency: 

 SB 121, Energy Efficient Public Buildings - This bill is designed to save money by 

increasing the energy efficiency of state buildings. 

 SB 31, Renewable Energy Production Tax Credit - These credits provide an incentive 

to produce renewable energy development. 

 SB 150, Emerging Energy Technology Fund -  Encourages and provides funding for 

the research and development of new renewable energy sources. 

 SB 186, Renewable Energy Fund - This requires that those benefiting from this fund 

are able to report a greater financial benefit than what was received. 

 HB 196, Alternative Energy Loan Fund - This bill is designed to revitalize this fund. 

 SB 71, Alternative Energy for Public Works - This bill requires that renewable energy 

systems are considered in the construction of new buildings. 

 Energy Efficiency in State Government - This bill requires the Executive Branch to set 

energy efficiency targets for state agencies. 
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 SB 132, Southeast Energy Fund - This would help pay for power generation projects 

in Southeast Alaska. 

The financial impact of this bill will be far reaching in the future.  Currently research and 

processes are being worked out to advance the implementation.  One area that is underway is 

the state’s retrofit projects.  In January 2011 the Department of Transportation and Public 

Facilities submitted a report on the progress it was making in decreasing energy consumption.  

They are currently gathering utility bills from the last two years for all state buildings over 

10,000SF and prioritizing retrofit projects.  The initial funding for the retrofit projects will come 

from funds from the American Recovery and Reinvestment Act (ARRA).  Upon depletion of 

resources funding will come from the Alaska Energy Revolving Loan Fund Program administered 

by the Alaska Housing Finance Corporation. 

Past experiences have shown significant savings with retrofits.  It is reasonable to suspect the 

same results with current retrofits.  Some projects were occurring before 2010 according to the 

report and it shows that the first phase completed in 2006 totaled $365,991 in energy cost 

avoidance the first year.  The second phase completed in 2009 and had $793,395 in cost 

avoidance in the first year. (State of Alaska, 2012) 

The following graphs, taken from the report, show energy costs and usage for 2009 and 2010 

and that both are decreasing with energy saving efforts. 
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Another aspect of the bill is the Renewable Energy Refundable Tax Credit.  The way this will 

work is that the credits will begin to accrue once a project begins generating electricity.  This 

will encourage the production of renewable energy.  It is fairly simple to calculate the tax credit.  

The first step is to calculate the base credit which is 15% of the electricity sold.  Next is to 

calculate the total allowable credit which is 10% of CAPEX.   

The Emerging Energy Technology is a great opportunity for Alaska.  In 2008 clean energy was 

approximately a $155 billion/year business.  (State of Alaska, 2012) The fund would be financed 

by appropriations from the state legislature, federal appropriations, and contributions from 

other sources and would be available to utilities, independent power producers, local and tribal 

governments.  Examples of emerging technologies in Alaska as previously discussed are tidal 

power, wave power, biomass gasification, high-penetration wind-diesel systems, in-river 

hydrokinetics and next generation energy storage technology.  

After reviewing HB 306 and SB 220 it is obvious that the state of Alaska has set a precedent of 

demanding energy creation, development, oversight and increased efficiency.  These bills 

provide a larger oversight into the big picture of energy production and regulation in the state.  

Next we will look at HB 152 which looks more directly at one specific aspect.  Given the many 

resources available in this state and our history so closely intertwined with energy production it 

is no surprise we continue along these lines. 

House Bill 152 – Creation of Renewable Energy Grant Fund 
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HB152 was enacted by the Alaska State Legislature in May 2008, creating the Renewable Energy 

Grant Fund, with the intent to appropriate $50 million annually for five years. (State of Alaska, 

2012) This legislation placed Alaska near the forefront of all fifty states in funding for renewable 

energy. The grant program is administered by the Alaska Energy Authority (AEA), with the state 

legislature making the final funding decisions based upon AEA recommendations. The grant 

program was created to provide assistance to utilities, independent power producers, local 

governments, and tribal governments for feasibility studies, reconnaissance studies, energy 

resource monitoring, and work related to the design and construction of eligible facilities. 

(State of Alaska, 2012) In order to be eligible for a grant, a project must be located in Alaska and 

use renewable energy sources or hydrogen fuel cells. 

There is usually one round of funding per state fiscal year, with the first round of applications 

received in September 2008. Although the intent was to award $50 million per year, the first 

two years included $125 million in potential funding.  

The chart below depicts the fiscal impacts that accompanied the initial bill (State of Alaska, 

2012): 

FISCAL IMPACTS (in Thousands of Dollars) 

OPERATING EXPENDITURES FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 

Personal Services 100.00 259.30 259.30 259.30 259.30 259.30 

Travel  20.00 5.00 5.00 5.00 5.00 

Contractual  335.00 182.00 182.00 182.00 182.00 

Supplies  31.00 25.00 25.00 25.00 25.00 

Equipment   28.00         

Grants & Claims   5,928.00 2,964.00 2,964.00 2,964.00 2,964.00 

TOTAL OPERATING 100.00 6,601.30 3,435.30 3,435.30 3,435.30 3,435.30 
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FUND SOURCE FY2008 FY2009 FY2010 FY2011 FY2012 FY2013 

Federal Receipts             

GF   56,501.30 53,335.30 53,335.30 53,335.30 53,335.30 

Interagency Receipts 100.00 100.00 100.00 100.00 100.00 100.00 

TOTAL 100.00 56,601.30 53,435.30 53,435.30 53,435.30 53,435.30 

 

These fiscal impacts include the following operating expenditures & funding sources: 

 $100,000 annually in personal services by the commerce department for staff 

support funded by interagency receipts 

 $20,000 initially then $5,000 annually in travel expenditures for the seven member 

committee of the AEA funded by the General Fund (GF) 

 $100,000 in annual contractual costs and a one-time $6,000 supply cost for new 

project manager position funded by the GF 

 $50,000,000 annual funding appropriated from the GF to award to grant applicants 

The remaining expenditures, all from the GF, are from the Department of Health and Social 

Services. HB 152 also established a state-funded heating assistance program for households 

with incomes between 150% - 225% of the federal poverty guidelines (FPG) for Alaska. This was 

intended to serve households who do not currently qualify for the federally-funded Low-

Income Home Energy Assistance Program, which limits household income to 150% of the FPG 

for Alaska. (State of Alaska, 2012) 

While the Renewable Energy Grant Fund was intended to distribute $50 million per year, actual 

allocations have been much lower due to annual budget allotments. 
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Grant and Funding Summary as of 11/30/2011 
  2008 2009 2010 2011 2012 TOTALS 

Applications Received 112 118 123 108 98 559 

Projects Funded 78 30 25 74 tbd 207 

Grants in Place 77 29 20 47 0 173 

Grants Cancelled 4 1 3 0 0 8 

Amount Requested ($M) $453.8 $293.4 $223.5 $123.1 $130.6 $1,224.4 

AEA Recommended ($M) $100.0 $36.8 $65.8 $36.6 tbd $239.2 

Appropriated ($M) $100.0 $25.0 $25.0 $26.6 tbd $176.6 

Cash Disbursed ($M) $52.8 $16.4 $5.9 $0.5 $0.0 $75.6 

Available for Reallocation ($M) $0.0 $0.0 $0.2 $0.0 $0.0 $0.2 

 

Since the inception of the Renewable Energy Grant Fund, average net saving per year (fuel 

savings – operating & maintenance costs) is estimated to be $35.3 million per year. (Alaska 

Energy Authority, 2012) Given a total installed cost of $358 million, the payback time for all 

projects is within 10 years. All projects have an expected 20-year useful like with the exception 

of hydroelectric projects that have an expected 50-year useful life. These life expectancies are 

greater than project cost payback time, indicating that most projects are economically 

favorable. In 2011, it was determined that 14 projects funded by the Renewable Energy Grant 

Fund displaced 1.46 million gallons of diesel, with a 2011 value of $4.87 million. Based on the 

USDOE Energy Information Administration’s mid-case projections of the cost of crude oil and 

other fossil fuels, the price of fuel in rural areas of Alaska could increase by 42% during the next 

20 years over 2011 levels. (Fay, Villalobos-Melendez, & Pathan, 2011)  

Based on the encouraging results of the Renewable Energy Grant Fund projects; on March 20, 

2012 the Alaska House of Representatives authorized a five year extension of the Renewable 

Energy Grant Fund. By continuing the program, the House agrees to contribute $50 million a 
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year to projects fitting into the Fund’s requirements. The House agreed to continue the 

program due the performance of the fund projects over the last five years. Twenty one projects 

have been completed, many of them showing substantial savings for Alaskan communities. The 

Gustavus Hydro plant has resulted in savings of 27 cents/kWh, the Cordova Humpback Creek 

hydro plant has saved more than 10 cents/kWh, and Kodiak’s Pillar Mountain plant has saved 

14 cents/kWh. These saving have equated to a reduction in the sale of diesel fuel by some ten 

million gallons statewide in the past year. (Renewable Energy Alaska Project, 2012) 

Future of Renewable Energy 

Investment in renewable energy in encouraged and sometime required by a range of Federal, 

State and local government legislation and utility incentives. There are a number of incentives 

that have been created in recent years. These incentives include: 

 Federal Renewable Energy Production Tax Credit (PTC) – The PTC is an inflation-adjusted 

tax credit for electricity produced from qualifying renewable energy sources or 

technology. (U.S. Energy Information Administration, 2012)The PTC was created as part 

of the Energy Policy Act of 1992 and was recently amended under the American 

Recovery and Reinvestment Act (ARRA). Eligible projects can take an inflation-adjusted 

tax credit of 2.2 cents for every kilowatt-hour of renewable electricity generated during 

the first ten years of the project. Under current law, the PTC expires on December 31, 

2012 for wind projects, and December 31, 2013 for all other renewable energy projects. 

The credit provides a powerful incentive for stimulation of private activities. (Mikesell, 

2011, p. 412) 
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 Federal Renewable Energy Investment Tax Credit (ITC) – The ITC is an alternative to the 

PTC that is used primarily for wind and solar energy projects. An ITC can be taken for the 

property/equipment eligible to receive the PTC and for the facilities that produce 

electricity from renewable resources. Investors can take either the ITC, which generally 

provides for a 30% tax credit, or the PTC. (U.S. Energy Information Administration, 2012) 

 Federal Renewable Energy Investment Grant – Established by ARRA for investors that 

cannot use the PTC or ITC. As yet, only solar and wind power projects have been granted 

funds. 

 Net Metering – Net metering provides an incentive for individuals and businesses to 

invest in their own small renewable energy systems by allowing them to sell excess 

power they produce back into the utility grid. Alaska’s state net metering regulations, 

passed in 2010, apply to renewable energy systems of 25kW or less, and require large 

utilities to purchase power from customers, up to 1.5% of the utility’s average load. 

(Regulatory Commission of Alaska, 2012) 

 Renewable Portfolio Standards (RPS) – An RPS is a state law that requires a utility 

company to generate a specific percentage of their electricity from renewable resources 

by a certain date. Alaska has a less restrictive Renewable Energy Goal, adopted in 2010, 

to generate 50% of the state’s electricity from renewable resources by 2025. 

(Renewable Energy Alaska Project, 2012) 

There are also other less utilized incentives to develop renewable resources.  Incentives, 

combined with the state grant funding opportunities, and the continued rise in cost of fossil 

fuels, demand that renewable energy be further developed. Awareness of the economic and 
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environmental advantages of developing renewable energy resources both locally and  

nationally are leading to advances in technology, policy and economies of scale that should lead 

to a competitive energy cost in the near future. 

Summary 

“We know the country that harnesses the power of clean, renewable energy will lead the 21st 

century” – President Barack Obama 

The United States uses more energy per capita than any other nation and according to the 2009  

Energy Information Administration figures, Alaska ranks second in the United States for total 

energy consumption per capita, almost three times the national average per capita. (U.S. 

Energy Information Administration, 2012) This is a result of multiple factors including: Alaska’s 

remoteness, cold climate, dispersed communities, limited road systems, and oil production. 

Alaska’s oil production is declining and so are future state oil revenues. Despite being extremely 

rich in renewable energy resources, Alaska remains a gas and oil producing state. Recent 

legislation has shown that Alaska government recognizes the potential benefit that renewable 

energy can provide to all Alaskans and is actively promoting the continued development of 

these resources through funding opportunities. The continued support of state government will 

ensure that Alaska remains a leader of renewable resource development, thus guaranteeing 

that Alaskans are provided with inexpensive, clean energy for generations to come. 
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