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ACTI ON NARRATI VE

3:07:13 PM

CO CHAIR BRYCE EDGVON called the House Special Commttee on Energy
meeting to order at 3:07 p.m Present at the call to order were
Representatives Petersen, Tuck, MIlett, and Edgnon. Representati ves

Ranras and Johansen arrived as the neeting was in progress.

3:07:24 PM

Overvi ew. Hone Energy Rebate Program & Low | nhcone Hone Weat heri zati on
Program
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3:07:25 PM

CO- CHAI R EDGMON announced that the first order of business would be
overviews on the Honme Energy Rebate Program & Low Inconme Home
Weat heri zati on Prograns.

3:08:01 PM

DAN FAUSKE, CEQ Executive Director, Al aska Housing Finance Corporation
(AHFC), Departnment of Revenue (DOR), inforned the committee AHFC is
maki ng progress on its dual prograns of rebate and weatherization. He
recalled AHFC began the prograns with original allocations of $200
mllion for weatherization and, $100 mllion for rebate, but after an
additional $60 mllion was funded for rebate, the total for both
prograns was $360 million. He asked M. Bolling to present the report
titled "AHFC Rebate & Watherization Prograns: Legislative Report
2/ 9/2010."

3:09: 07 PM

CARY BOLLING Energy Specialist 11, Energy Program Comrunications,
Al aska Housing Finance Corporation (AHFC), Departnent of Revenue
(DOR) began his presentation wth a  brief review of t he
weat heri zati on program He said that of the $200 mllion allocated,
approximately $70 mllion has been encunbered. Previous to the
infusion of money into the program in 2008, an average of 600 hones
per year was weat heri zed. In FY 2009, approximately 1,740 honmes were

weat heri zed; in FY 2010, 4,000 hones are expected to be weatherized,
and the number anticipated for FY 2011 is 7,500 hones. M. Bolling
advised that the five statew de weatherization providers, in addition
to the fifteen housing authorities, continue to "ranp up" their
operations to handle the increase. He continued to report that in FY

2008, 56 conmuni ti es/ ar eas wer e served; in FY 20009, 90
communi ti es/ ar eas wer e served; and he anti ci pat ed over 100
communi ties/areas would be served in FY 2010. M. Bolling called

attention to the Rebate Program and stated that $160 nillion was
all ocated for the programin 2008, and the funds are fully encunbered.
He remi nded the conmittee that residents have 18 nonths to conplete
the rebate process, and $32 nillion has been expended so far.
Furthernore, over 20,000 ratings have been conpleted and 3,418 rebates
have been paid for an average anmount of about $6, 173. He noted that
the average participation rate is 72 percent and explained that this
percentage is the nunber of applicants who have gotten rebates within
the time limt of 18 nonths. M. Bolling added that new homes that
are built with a 5 Star Plus energy rating also qualify; in fact, 532
rebat es have been paid for new homes in the anmount of $7,500 each.

3:12:16 PM
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REPRESENTATI VE TUCK asked for the reasons the participation rate is
not higher. For exanmple, if applicants do not get the work done in
time or if they do not neet the criteria.

3:14:19 PM

MR, BOLLING clarified the 72 percent participation rate is for the
people who have had 18 nonths to conplete the process. AHFC is
conducting a survey to determine why 28 percent decided not to
parti ci pate.

3:14: 56 PM

MR. FAUSKE offered two known reasons: the rebate anount was
insignificant, or there was a shortage of resources [to pay for the
i mprovenents] .

3:15:45 PM

CO CHAIR EDGVON asked whether AHFC has a regional breakdown on where
the benefits are going, and the availability of raters. He expressed
his appreciation for the job AHFC has done so far, but said he has
guestions fromhis constituents.

3:16: 04 PM

MR BOLLING explained that there were 38 raters statewide at the
begi nning of the program At this time, there are 123 raters and 16
are in training status. Also, there is a roving rater who will travel
to communities that have three to five applicants who need an energy
rating. In response to the high demand at the outset of the program
a centralized sign-up list was created to better organize and dispatch
raters. M. Bolling displayed a slide that showed there were in
excess of 9,000 houses on the statewide waitlist in 2008; however, in
Decenber 2009, the program was declared fully encunbered and ratings
are not currently being dispatched.

3:18: 45 PM

MR. FAUSKE further explained that when the application process is
started, $10,000 is set aside for that application. Thi s guar ant ees
enough noney for the applicants that do go through the process. | f
applicants wait 18 nonths and then "opt out,"” the noney that has been
set aside flows back into the program He pointed out that the
waitlist is back up to 1,008 houses statewide and that is an
indication that there is an increased desire for the program
Al t hough the noney is not gone, AHFC wants to avoid "stops and starts"”
in funding. M. Fauske opined that the legislature needs to decide
whether it wants to continue the program and if so, how to ensure
there are no stops and starts.
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3:20:49 PM

CO CHAI R EDGVON rel ated his personal experience with the program His
home qualified for $1,500 in inprovenents; however, in Dillingham
that anount does not go as far as it does in Anchorage. Hi s
constituents are interested in "what it would take to get the full
$10, 000...."

3:21: 29 PM

MR. BOLLI NG explained that the rebate ampbunts are based on increased
ef ficiency. For exanple, if a Four Star rated hone is inproved to a
Four Star Plus, that is a one step inprovenent and the horme would be
eligible for up to a $4,000 rebate. On the other hand, the rebate is
also based on eligible receipts; therefore, if it cost $1,500 to
i nprove one step, that is the anpunt that would be rebated. M.
Bolling cautioned that for a fairly efficient home the rebate would
never reach $10, 000, whereas a home at a One Star energy rating |evel
has nore possibility for inprovenent.

3:22:53 PM

CO CHAI R EDGMON questioned whether the owner of a One Star hone can
afford to pay for $10,000 in inprovenents.

3:23:19 PM

JOHN  ANDERSON, Weat heri zati on Oficer, Al aska  Housi ng Fi nance
Corporation (AHFC), Departnent of Revenue (DOR), indicated that the
energy efficiency conditions of a house are not tied to income as much
as to the age of the building and nethod of construction. Cver the
past 50 years, there have been design and construction changes that
have nore of a correlation to the energy efficiency of a hone than the
econom c |l evel of the famly.

3:23: 57 PM

MR. BOLLI NG observed that he teaches classes in Anchorage on how to
read energy ratings, and several students live in homes with One Star
energy ratings.

3:24: 39 PM

CO CHAIR EDGVON pointed out the inequity of the program in that the
cost of inprovenments to bring a One Star home to a higher I|evel of
efficiency in a rural area would cost nore than $10,000. Although the
program is well-intentioned, there remain disadvantages to residents
in Bush Alaska, such as the inability to get a rating done. He
suggested that there are nore problens with the program then the two
M. Fauske nentioned; for exanple, how to address regional inequities
in the cost of inprovenents.
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3:25:40 PM

MR. ANDERSON agr eed. He then advised that the weatherization program
does calculate regional cost differences; however, although it was
di scussed, the rebate program does not nake any adjustnent.

3:26:02 PM

REPRESENTATI VE TUCK suggested regional cost differences could be
adjusted in a way to simlar to the funding of education, wherein
Anchorage is the "base" and comunities with a higher cost per Btu
equi val ency are conpensated on a floating scale. Considering the high
cost of heating, he understood how rural hones may save nore noney
t han urban hones by going one step up froma One Star rating.

3:27: 02 PM

CO CHAIR M LLETT asked for suggestions from AHFC as to how to | essen
the disparity between urban and rural residents.

3:27:52 PM

MR. FAUSKE recalled there were efforts to nmake the program as
equitable as possible; in fact, the program was increased from 60
percent to 100 percent of median inconme. He renarked:

We're talking about people in all areas of the state are
divided up differently and that median income is calcul ated
differently everywhere, so the differential gets built-in,
maybe it's not enough, but it does get built-in, rural
versus urban, depending on what your nmedian incone is and

you're still at 100 percent of nedian income or below to be
weat herized, and if you're above that you're into the
rebate.”

MR. FAUSKE then rem nded the commttee that AHFC continues to offer,
at a low fixed rate, $30,000 15-year |oans for home inprovenents. He
acknow edged that AHFC does not have enough noney to do the whole
state, and the intent of the program was to concentrate on saving
ener gy. Actually, when the program was designed, AHFC considered
rai sing the nedian inconme, but that led to concerns about the Internal
Revenue Service (IRS). The weat herization program is currently tax-
exenpt, but the rebate is taxable, and he cautioned agai nst attracting
further scrutiny by the IRS. M. Fauske expressed his continued
support of the program and said "if we need to tweak it nore, make it
nore equitable ... we've not given up on anything, but it is tough."
He reviewed sone of the problens with raters such as trying to train
| ocal raters. Energy raters and weatherization assessors have very
simlar tasks, and AHFC nmay deci de that housing authorities can do the
work of raters in renote areas. Returning to the subject of inconeg,

HOUSE ENE COWM TTEE - 6- February 9, 2010



M. Fauske assured the conmittee that AHFC is trying to be fair, and
is open to suggestions.

3:31:49 PM

CO CHAIR EDGMON asked whether AHFC staff has a regional analysis of
where the benefits have gone; for example, if the program works better
for those on the road systemthan for those off of the road system

3:32: 27 PM

MR. FAUSKE stated that AHFC divided the state by heating degree days,
the cost of fuel, and population, in order to prevent all of the noney
from flowng strictly to urban areas. Furt hernore, AHFC anti ci pated
that the majority of the rebate noney would go to urban areas and nore
weat heri zati on noney would go to rural areas. He expects the program
to continue to be successful in Fairbanks and Anchorage; however,
there are rural areas with activity and without activity. Recently he
met with the Association of Alaska Housing Authorities and discussed
ideas as to how to better inplenent the program but he stressed that
there are rural areas that have already gone through their
al | ocati ons. The logistical support from |ocal governnent sonetines
makes the difference. The housing authorities in Metlakatla, the
Nort hwest Arctic Borough, and Dillingham have had good success and
will need a re-allocation of funds. A total of 105 comunities have
participated in the rebate program

3:34:39 PM

MR. BOLLING returned to the presentation and provided statistics from
sanpl ed honmeowners. The average cost paid by the homeowner is
$10,500, and the average rebate is $6,100, which |eaves an average
i nvestnent by the honeowner of $4,400. For a projected annual energy
savings per home of $1,300 to $1,500, the payback period is three

years. Further information tracked by the AHFC database indicates
that the average reduction in CO2 em ssions for 3,129 hones is 12, 352
pounds per year. The average increase in energy rating is two steps
of inprovenent for an average energy use reduction of about 32
percent. He then displayed a chart that showed the average annual
savings per hone for: electricity, 711 kilowatts per hour (kW);
natural gas, 931 hundred cubic feet (CCF); nunmber two oil, 692
gal l ons; propane, 96 gallons, and wood, 2.4 cords. The projected
average energy cost reduction statewide is 26.8 percent. M. Bolling

turned to the second nortgage |oan for energy conservation program and
re-stated that these loans are for up to $30,000, and have a 15-year
term Presently the current loan activity is 104 | oans. Regar di ng
the training aspect of the programs, he noted in 2009, there were
al rost 100 professional classes with 1,384 students, and 317 consuner
classes with 3,908 students, that were held in 23 regional
communi ti es.
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3:37:42 PM

REPRESENTATI VE TUCK asked whether a savings of 2.4 cords of wood is
equi val ent to a savings of 711 kWhs.

3:38:25 PM

MR, BOLLI NG explained that there is a different energy content in each
ki nd of fuel. A person paying $.10 per kWi in electricity is saving
$71. 10 per year.

3:38:40 PM

REPRESENTATI VE TUCK surmised the fuels were equivalent in Btus, and
711 kWhs are the sanme as 2.4 cords of wood.

3:38:52 PM

MR, BOLLING further explained that the cost can vary because people
use different Kkinds of fuel. For those burning wood, the average
savings is 2.4 cords of wood; for those using natural gas, the average
savings is 931 CCF. This is not a direct conparison. Furt her nor e
there are homes using different fuels for different purposes.

3:40: 27 PM

CO CHAI R EDGVON asked whether AHFC is planning to request nore noney
from the legislature for comunities that have used their
weat heri zation all ocati on.

3:40: 44 PM

MR, FAUSKE indicated that AHFC has conti ngency noney avail able, and at
this time, is not going to take noney from the regions that have not
used their funds. Nana, Southwestern Lake and Peninsula, Interior
Koyukuk, M ddl e Yukon, and Prince of Wiles/Metlakatla have used their
al l ocations, but Juneau was designated $12.2 mllion and has $10.2
mllion remaining. He expected the nunbers for the weatherization
program to change and assured the conmmittee that AHFC is helping
regions that need better activity.

3:42: 38 PM

CO CHAI R EDGVON asked whether 18 nonths is an adequate period of tine
for homeowners to get the work done.

3:42: 56 PM

MR. FAUSKE said, "W think so." At the outset, the shortage of raters
was a hurdle, and he was also concerned about a shortage of sub-
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contractors. However, he opined a shortage of raters is not a problem
NOW.

3:43: 33 PM

BRYAN BUTCHER, Director, Governmental Affairs and Public Relations,
Al aska Housing Finance Corporation (AHFC), Departnent of Revenue
(DOR), added that if someone asks for an extension on the tine limt
because they cannot get materials in tine, or there are health issues,
AHFC will confirm that situation and work with them He assured the
commttee applicants are not penalized if there is a hardship.

3:44: 46 PM

CO CHAIR M LLETT asked whet her AHFC knows how nany people do not have
the cash for the upgrades, and how many have applied for the |oan
program

3:45:10 PM

MR, BUTCHER confirmed that AHFC has been conpiling information from
applicants who are not conpleting the process after 18 nonths. There

have been about 200 so far. He expressed hope that there wll be
sufficient information for legislators by the end of the session. In
addi tion, AHFC wants to find out what areas are using the program
what areas are not, and why. The funds are allocated by region, so

Anchorage and Fai rbanks cannot sweep up all of the nobney.
3.46: 27 PM

CO CHAIR MLLETT asked if, after the rating is done on a house, there
is an opportunity to talk wth honeowners about how to pay for
i nprovenents.

3:46: 59 PM

MR. BUTCHER sai d yes. Initially, AHFC focused on educating residents
about the program however, at this point it is time to do nore
advertising about how to wuse the loan program to get the
weat heri zati on work done.

3:47: 57 PM

MR, BOLLING added that AHFC nakes an effort to let people know in
advance that for the rebate program cash is required up-front.
Q herwi se, applicants are directed to the weatherizati on program

3:48: 33 PM

CO CHAIR M LLETT then asked for the current interest rate on the | oan

progr am
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3:48:41 PM
MR. BUTCHER replied about 7 percent.
3:48:54 PM

CO CHAI R EDGMON observed that is a higher interest rate than avail able
t hrough conventional financing.

3:49: 00 PM

MR. BUTCHER opi ned an applicant probably could not get a |oan cheaper
for small materials. 1In addition, it is easy to qualify.

3:49: 26 PM

CO-CHAIR M LLETT asked for the default rate.
3:49: 36 PM

MR. BUTCHER said of 104 |oans made, 15 have been paid off, and there
are no defaults.

3:49: 56 PM

REPRESENTATI VE JOHANSEN asked for nore information on when the funds
not used in Juneau will be re-all ocated.

3:51:14 PM

MR. FAUSKE answered that AHFC will decide in the next few weeks;
however, there will be an effort to determine why the noney has not
been used prior to noving it to another region.

3:51:51 PM

MR BUTCHER noted that grants are renewed in March and April; each
weat heri zation contractor and housing authority must show its
activities for the |last year and di scuss next year.

3:52: 24 PM

REPRESENTATI VE TUCK expressed his interest in the denographics that
can affect applicants. For exanple, he has a constituent who could
benefit from |lower energy costs, but he is in foreclosure and could
not participate in the rebate or | oan program

3:53: 57 PM
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MR. BUTCHER offered to talk with Representative Tuck's office on this
case as that information is not going to be available until spring or
early summer.

3.54:32 PM

REPRESENTATI VE TUCK shared that Al askans are happy wth AHFC, but are
not interested in getting a second loan. Also, they are reluctant to
spend a |l ot of noney in order to gain one step in the rating system

3:55: 56 PM

CO CHAIR M LLETT asked whether AHFC is in the position to be a debt
collector if a voucher systemis put in place.

3:56: 29 PM

MR. FAUSKE acknow edged that AHFC has had a lot of discussion on how
the voucher would be set up. He is troubled by the "grant side"
because there are 22,000 residents who have conpleted the program as
it is. Furthernore, he pointed out that if an applicant can qualify
for a voucher, he/she could qualify for a | oan. O her problens my

arise if AHFC is naking fiat sol e-source perfornance arrangenents wth
contractors, because the contractors nmnust guarantee the inproved
energy rating. These guarantees may becone a risk to the contractors

bondi ng. He opined sonme of these problens can be worked out, but
perhaps not all. M. Fauske re-stated AHFC s intent to help
residents, especially with energy savings.

3.59:21 PM
CO CHAIR M LLETT questioned whether the committee is considering huge

changes for a few people whose situations could be dealt with on an
i ndi vi dual basis.

4:00: 17 PM

MR. FAUSKE pointed out that AHFC is contacting banks about processing
the collections on the 104 |oans already processed. It is a sinmlar
issue with vouchers. He offered his assistance to Representative

Tuck's constituent.

4:01: 36 PM

REPRESENTATI VE TUCK clarified that his office is looking at options
for a bill, but he would not discuss the intent of the bill before it

cones before the comm ttee.

4:02:44 PM
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REPRESENTATI VE PETERSEN has heard that "they're out of nbney in that
fund." He asked whether there is a need to all ocate nore noney.

4:03: 31 PM

MR, FAUSKE responded that AHFC did not submt a funding request this
year; however, interest in the programis spreading. Furthernore, the
energy rater waiting list is beginning to grow again, and he expressed
his concern that in 2011 the program would have to stop. He re-stated
that the |egislature nust decide whether the program should continue
and, if so, a smaller increnent would be needed this current year to
keep the program going. M. Fauske said his personal feeling was that
t he program shoul d be conti nued.

4:04: 48 PM

REPRESENTATI VE PETERSEN agr eed. He encouraged AHFC to submit an
appropriation request to the legislature.

4:05:11 PM

MR. BUTCHER acknow edged that the finance committee and the governor's
office are asking for an estimate on the anount AHFC woul d need for FY
2011. At this point, AHFC is assuring applicants that there is nobney
avai l able for the program

4:06: 37 PM

COCHAIR M LLETT asked whether other <cold <climte states were
participating in energy efficiency and weatherization prograns.

4:07:13 PM

MR, FAUSKE stated that state governments in all 50 states have been
contacted by a representative from the Obama Adnministration for

information on this subject. He said, "AHFC is the shining star
in terms of success, nonies toward the program and the devel opnent of
our software."” O her states, such as Arizona are doing a good job

dealing with cooling environnents.

4:08: 05 PM

MR. BUTCHER added that in 2008, Al aska appropriated considerably nore
funds for weatherization than the total appropriation to states from
the federal governnment. However, federal support is increasing.

4:09: 04 PM

MR. FAUSKE described the information AHFC provided to the federal
gover nnment .
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4:10: 27 PM

CO CHAIR EDGMON referred to provisions in HB 305 that call for a
consol i dati on of energy conponents and services in state governnent.
He then asked for comments on the proposed departnment of energy, and
whether AHFC s position as the federal energy agency for the state
presents a problem

4:12:37 PM

MR. BUTCHER said the creation of a departnent of energy is a policy
decision to be made by the governor and the |egislature. There are
two issues to be noted: (1) energy efficiency prograns are very close
to the Building Energy Efficiency Standard (BEES) in statute that
affect the AHFC nortgage program (2) AHFC pays its enployees from
nortgage prograns receipts, and a transfer to a departnment of energy
woul d nean salaries would be paid from the general fund. Regar di ng
its position as the state's energy agency, he said that happened when
AEA was goi ng through many changes; however, AHFC works well with AEA

4:14:55 PM

REPRESENTATI VE JOHANSEN asked whether there was a distinction between
using AHFC s dividend to the state for <capital projects or for
operati ng expenses.

4:15:17 PM

MR. BUTCHER said yes. He explained that the AHFC dividend paid to the
state is in statute; in fact, when that became statute, AHFC s rating
with Standard & Poor was increased because it showed that AHFC woul d
be paying 75 percent of its adjusted change of net assets to the
st ate. Furthernmore, the increase in rating allowed AHFC to bond "for
cheaper paper, which allows us to have lower interest rates.” M.
But cher further explained that AHFC is legally separate fromthe state
so that none of the debts of AHFC can beconme debts of the state. He
opi ned a change [to a departnent of energy] would "put that in kind of
a gray area because we'd have the governor nmaking decisions on the
spendi ng of our funds away from our board."

4:16: 33 PM

MR. FAUSKE clarified that the general obligation and debt of AHFC is
the debt of the corporation, not of the state. The | egislature has
been very good about recognizing that separation.

4:17:18 PM

REPRESENTATI VE JOHANSEN surm sed that once the dividend is paid to the

state, there are strings tied back to the corporation, and there are
restrictions on how the state spends the noney.
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4:17:52 PM

MR. BUTCHER stated the dividend is treated as cash, and nobst years the
money is used to fund AHFC s capital projects; however, in past years
the excess has been spent on the Departnent of Environnental
Conservation Village Safe Water program Medicaid, or debt retirenent.

4:18:19 PM

REPRESENTATI VE JOHANSEN observed the state can fund positions wth
t hat noney.

4:18: 30 PM
MR. BUTCHER sai d yes.
4:18: 42 PM

CO CHAIR M LLETT has heard that managenent of the Departnent of Energy
(DCE) federal noney is working for AHFC, but not necessarily for the
users. She asked if there was there a specific reason why the energy
rebate and weatherization prograns could not be nanaged by AEA or
transferred over to a departnent of energy.

4:19: 37 PM

MR. BUTCHER pointed out that residential funding is under AHFC and
commercial funding is under AEA by statute. In addition to requiring
a change in statute, there is the problem of the relationship between
the residential efficiency program and the work done in the nortgage
progr am

4:20:17 PM
CO CHAIR M LLETT asked whether AHFC could "still be able to do that
work if those two programs were housed under the departnent of
energy." She clarified her question and said:
Could they adninister these programs as well as you if
they're ... if the statute allowed themto?
4:20:57 PM

MR, FAUSKE said no. Although AEA "is a fine organization,"” AHFC has a
distinct interest in its nortgages because it cannot purchase a

nortgage unless the energy efficiency standards are net. M. Fauske
expressed his concern about explaining to a rating agency that the
responsibility for the standards is held by "a group over there." He

stressed that AHFC has a unique relationship with its core business.
He then cautioned that AHFC rai ses noney through bonding and busi ness
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activity, and a perception that AHFC s dividend would fund operational
activities "has a different take on Wall Street," because AHFC cannot
sell bonds to fund operations, except on a limted basis.

HB 296- ENERGY EFFI Cl ENCY BONDS; LOANS; FUND

[ Contai ns di scussion of HB 305]
4:23:11 PM

CO CHAI R EDGVON announced the next order of business would be HOUSE
BILL NO 296, "An Act authorizing and relating to the issuance of
bonds by the Alaska Housing Finance Corporation; establishing the
Al aska energy efficiency revolving loan fund and relating to the fund,
authorizing nunicipalities and the State of Alaska to borrow nopney
from the Alaska Housing Finance Corporation for the purposes of the
Al aska energy efficiency revolving loan fund; and providing for an
effective date."

4:23:34 PM

DAN FAUSKE, CEQ Executive Director, Al aska Housing Finance Corporation
(AHFC), Departnent of Revenue (DOR), inforned the committee HB 296 is
an act authorizing and relating to the issuance of bonds by AHFC to
establish an Al aska energy efficiency revolving fund. He noted that
the bill was a result of discussions with the admnistration, the
Departnment of Transportation & Public Facilities (DOT&PF), and two
agencies of the Departnment of Comerce, Conmunity, & Economc
Devel opment (DCCED), the Alaska Industrial Developnent & Export
Authority (AIDEA) and the Al aska Energy Authority (AEA). The agencies
nmet to discuss how to deal with the $28.3 million received from the
Areri can Recovery and Reinvestnent Act of 2009 (ARRA) for the state
energy program O that, $18 mllion is going to state facilities
through DOT&PF and AHFC, and the bill would |everage this noney
t hrough performance based contracting to $250 nillion. M. Fauske
noted that DOT&PF has utilized this process previously. He expl ai ned
that contractors assess and guarantee that the energy savings
resulting from the retro-fit of public buildings would pay for the
debt service on the bonds. Thus, the contractors are "on the hook" to
neet that standard. Basically, general fund nonies that are currently
paying for wutilities are saved and put towards paying the | oan.
Al aska Housing Finance Corporation's position is that spending $18
mllion is not as effective as |leveraging the funds. He noted that
the state owns many facilities and | everaging the funds would create a
revolving loan fund so the noney will continue to be |oaned out as the
debt is paid. M. Fauske conpared the bill to the use of the tobacco
settlement noney; rather than an annual increnment, the nobney was
secured by bonds that are paying off very well. Under this bill, the
bonds woul d be AHFC general obligation bonds and the paying agencies
woul d be the state agencies utilizing the program in a manner simlar
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to the purchase of the Atwood Building, and the loans to the
University of Alaska (UA) to build dorns.

4:27: 31 PM

REPRESENTATI VE TUCK asked whether performance based contracting was
part of the former revolving | oan program

4:27:56 PM
MR. FAUSKE sai d no.
4:28: 08 PM

REPRESENTATI VE TUCK asked who would determine the contractor on state
proj ects.

4:28:21 PM

MR, FAUSKE responded DOT&PF and the school districts would decide.

4:28:43 PM
MR. BUTCHER clarified that AHFC would adm nister the program In
addi tion, because the bill would create a revolving loan fund and

funds would remain available in perpetuity as the |loans are repaid,
there is not a question of whether funds would be available for future
proj ects. Furthermore, AHFC is confortable that DOT&PF would work
with the other departnments that own buildings to establish a
prioritized list of public buildings that are ready to have work done
NOW. AHFC would determne a list of priorities for school district
and nuni ci pal projects.

4:30:18 PM

CO CHAIR EDGMON nentioned another provision of HB 305 that requires
AEA to establish an energy index database and that further revises
current law regarding energy audits. He asked whether the energy
standards required by HB 305 would rmake the program established by HB
296 nore effective.

4:31: 05 PM

MR, BUTCHER relayed that representatives from affected departnents
advised that gathering the infornmation needed to create an energy

index would cost "in the mllions.” Furthernmore, as the program
established by HB 296 evolves, this infornmation would be gathered by
energy auditors during the process. Al so, he was told by

representatives at DOT&PF that they are already aware of the priority
order of buildings with energy efficiency needs.
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4:32:16 PM

CO CHAIR EDGVON asked whether the different agencies working wth
DOT&PF have different standards.

MR, BUTCHER clarified that the agencies have the sane standards;
however, there is the question of whether to develop an index at a
hi gh cost, before any work is done.

CO CHAIR EDGVMON observed that one of the goals of the energy policy
bill is to increase the overall efficiency levels by 15 percent
bet ween 2010 and 2020. He asked what inpact this bill would have on
the approxi mately 700 state buil di ngs admi ni stered by DOT&PF.

4:34: 01 PM

MR. BUTCHER stated that a portion of the appropriation to the state
energy program (SEP) is being used to determine a benchmark for
inproving energy efficiency on the "residential side.” Regar di ng
public facilities, he deferred the question to DOI&F or the
Department of Adm nistration (DOA).

4:34:39 PM

JACK KRI ENHEDER, Chief Policy Analyst, Ofice of the Director, Ofice
of Managenent & Budget (OVB), Ofice of the Governor, informed the
conmttee HB 296 is a continuation of a program DOT&PF has in place.
He offered to provide information from DOT&PF on 16 state buil dings

that have had performance contract energy upgrades. This data would
reveal the energy savings per building. M. Krienheder told the
history of the DOT&PF program In response to Representative Tuck, he

said that historically, the energy performance contract firm does the
initial audit and provides a report of the reconmended work. For the
ongoi ng DOT&PF program the energy performance contractor was Sienens
Ener gy. The energy performance contractor then collects bids from
| ocal subcontractors to do the work simlar to deferred maintenance
contracts that use |local hire.

4:38:48 PM

REPRESENTATI VE TUCK surmised that Sienens Energy is a professional
auditor for commercial facilities that would oversee the work.

4:39: 07 PM

MR, KRI ENHEDER said correct. He added that Sienmens Energy would do
the audit, subnit a proposal, guarantee the savings, and nonitor the
project after, to namke sure that the projected energy savings are
bei ng reali zed.

4:39: 30 PM
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REPRESENTATI VE JOHANSEN asked for further information about the DOT&PF
progr am

4:39:56 PM

MR, KRI ENHEDER rel ayed that the program was nodeled after a simlar
energy savings program in WAashi ngton. The first energy perfornance
contract was signed 4 to 5 years ago, and about 16 buil di ngs have been
i mproved since then. In further response to Representative Johansen

he advised that the performance contractor does an initial energy
audit and predicts the savings over a certain payback period. The
financing aspect can be handled in different ways. The work done

includes new lighting, upgrades to heating controls, inprovenents to
i nsulation, and general projects to reduce the energy use of the
bui | di ng. He pointed out that for these projects DOT&F has been
borrowi ng noney from DOR, or through the contractor; HB 296 proposes
to use AHFC bonds instead, in order to get a lower interest rate and
to sinplify the process. Furt hernore, the energy savings pay for the
| oan paynents until the loan is paid off, and then the full savings
begin to accrue to the state.

4:44:19 PM

CO CHAIR M LLETT asked whether the perfornance standards are being net
and whet her there are savings.

4: 44: 44 PM

MR. KRI ENHEDER said yes. The savings are guaranteed by the
performance contractor; thus if the targets are not net the contractor
must pay the state. In fact, the savings targets have been nmet and
exceeded. The contractor's guarantee is on the quantity of energy

saved, but the dollar savings fluctuates with the cost of energy. He
offered to provide information from DOT&PF on t he actual savings.

4:46: 32 PM
REPRESENTATI VE JOHANSEN observed the zero fiscal note is incorrect.
4:46: 47 PM

MR. BUTCHER assuned that after the loan is paid off the savings would
go to the departnent, thus the fiscal note should be indeterm nate.

4:47:32 PM
MR. KRIENHEDER clarified that the intent of the fiscal note was to
address the cost to DOT&PF of performing this program Per sonnel

would be hired for the managenent of the performance contracts;
however, these positions would be paid for from the federal ARRA
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funds. Regarding energy savings, the anmount is too speculative to be
det er m ned.

4:48: 41 PM

REPRESENTATI VE TUCK asked whether the energy savings goes directly
back to the revolving |oan fund. Further, he asked if there is
interest or other benefits paid to AHFC

4:49:34 PM

MR. BUTCHER responded that AHFC is not going to operate at a deficit,
but the cost of the |loan has not been deternined. There would be sone
i nterest charged at a low rate.

REPRESENTATI VE TUCK asked for the neaning of "sovereign imunity
def ense. "

4:50: 32 PM

MR. KRI ENHEDER understood that |anguage is needed to secure the |oan
from AHFC.

4:50: 54 PM

REPRESENTATI VE TUCK t hen asked whether AHFC woul d verify the proposal
and how perfornance contractors are "on the hook."

4:51:49 PM

MR, BUTCHER expressed his belief that the energy departnent at AHFC
would look at the contract. Regardi ng energy performance contracts

other states have had success nmking the energy savings part of the
contract. In nost cases, if the energy savings exceeds the estinate

the excess goes to the contractor; however, this aspect is not part of
t he DOT&PF contracts.

4:52:56 PM

MR. KRI ENHEDER added that perfornance contractors are on the hook
financially because they have to provide a bond.

4:53:23 PM

REPRESENTATI VE TUCK surmised that it is in the nunicipality's or
school district's best interest to get bids from nore than one
contractor in order to get accurate nunbers. He then asked whether in
the case of higher savings, the |oan would be paid off quicker, or if
t he additional savings would benefit the nunicipality.

4:54: 37 PM
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MR. KRI ENHEDER expl ai ned that contracts have varying terns; in fact,
some do provide for shared savings to be split. He understood that
DOT&PF' s contract with Sienens Energy did not have a shared savings
arrangenent and additional savings would go to the state. He said he
woul d confirm whether the loan terns were fixed and the |oan paynent
anpunt would stay the sane; however, in the recent past, the
addi ti onal savings were used to avoid higher costs due to the spike in
oil prices.

4:57:46 PM
[HB 296 was hel d over.]
ADJ OURNMENT
4:58:26 PM

There being no further business before the comittee, the House
Special Commttee on Energy nmeeting was adjourned at 4:58 p. m
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