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HOUSE BI LL NO. 305

"An Act relating to energy; relating to the board of directors
of the Alaska Energy Authority; anending the size and
conposition of the board of directors of the Alaska Energy
Authority by renoving the nmenbers of the Alaska |Industrial
Devel opnent and Export Authority as directors of the Al aska
Energy Authority and providing for designation or appointnent of
ot her nenbers; anending the quorum requirenent for the board of
directors of the Alaska Energy Authority; and relating to
nucl ear waste material."

- HEARD & HELD

HOUSE BI LL NO. 278

"An Act relating to the admnistration of the Al aska energy
efficient honme grant fund by the Alaska Housing Finance
Cor poration."

- HEARD & HELD

HOUSE BI LL NO 411

"An Act relating to the power project fund; authorizing the
Al aska Energy Authority to charge and collect fees relating to
the power project fund; authorizing the Al aska Energy Authority
to sell and authorizing the Al aska Industrial Developnent and
Export Authority to purchase |oans of the power project fund;
providing legislative approval for the sale and purchase of
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| oans of the power project fund wunder the nenorandum of
understanding dated February 17, 2010; and providing for an
effective date."

- HEARD & HELD
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"An Act relating to nonconpetitive |eases of state |land and for
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definitions of "comon carrier®™ and "firm transportation
service" in the Pipeline Act."
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W TNESS REG STER

ADAM BERG, St aff

Representati ve Bryce Edgnon

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Introduced the Conmttee Substitute to HB
305, version E, on behalf of the House Special Conmttee on
Ener gy.

AURAH LANDAU, St aff

Representative Chris Tuck

Al aska State Legislature

Juneau, Al aska

PCSI TI ON  STATEMENT: Present ed HB 278 on behal f of
Representati ve Tuck, prine co-sponsor.

BRYAN BUTCHER, Director

Governnental Affairs & Public Relations

Al aska Housi ng Finance Corporation (AHFC

Depart mnent of Revenue (DOR)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified during the hearing on HB 278.

SARA FI SHERGOAD, Deputy Director-QOperations

Al aska Industrial Devel opnent & Export Authority (AIDEA) and
Al aska Energy Authority (AEA)

Department of Commerce, Community, & Economc Devel opnent
( DCCED)

Anchor age, Al aska

POSI TI ON  STATEMENT: Presented HB 411 on behalf of the House
Rul es Comm ttee by request of the governor.

ACTI ON NARRATI VE

3:13:58 PM

CO- CHAIR CHARI SSE M LLETT called the House Special Committee on
Energy neeting to order at 3:13 p.m Present at the call to
order were Representatives MIllett, Ranras, Johansen, Petersen,

Tuck, Dahl strom and Edgnon.

3:14:15 PM
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HB 305- OWNI BUS ENERGY BI LL

3:14:16 PM

COCHAIR MLLETT announced that the first order of business
would be HOUSE BILL NO 305, "An Act relating to energy;
relating to the board of directors of the Al aska Energy
Aut hority; anending the size and conposition of the board of
directors of the Alaska Energy Authority by renoving the nenbers
of the Alaska Industrial Developnment and Export Authority as
directors of the Al aska Energy Authority and providing for
desi gnation or appointnent of other nenbers; anending the quorum
requirenent for the board of directors of the Alaska Energy
Aut hority; and relating to nuclear waste material ."

3:15: 07 PM

CO CHAIR EDGVON noved to adopt the Committee Substitute for HB
305, wversion E, as the working docunent. There being no
objection, it was so ordered.

3:15:45 PM

ADAM BERG, Staff, Representative Bryce Edgnon, Alaska State
Legislature, introduced the conmttee substitute to HB 305,
version E. M. Berg said the first major change to HB 305 was
to renove sections referring to the energy use index database,
audits of public facilities, and any reports or tasks associated
with the aforementioned. Also deleted was the section that
required agencies requesting a capital project costing over $1
mllion to attach energy audits, cost savings analyses, and
proposals for energy efficiency inprovenents. Regardi ng the
Department of Education and Early Devel opnment (EDD) and school s,
specific codes, such as the International Energy Conservation
Code (I1ECC), were deleted, and new | anguage | eaves the sel ection
of codes up to the departnent of EDD. M. Berg opined the
original intent of those sections was preserved by adding
operations and maintenance cost report |anguage that would
enable school districts to take future energy costs into

consi derati on. He turned to the subject of tax credits, and
said changes in that section of the bill mrror the |anguage in
SB 220, version K In addition, changes were nade to the
technical |anguage in the nuclear power section of HB 305

wherein |anguage was clarified, but the intent is unchanged.
Al so, the nane of the alternative energy revolving |oan fund was
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changed to apply strictly to conmercial buildings, and the
maxi mum | oan was increased from $30,000 to $50,000. He pointed
out that technical |anguage changes to the renewabl e energy fund
section do not affect the intent of that section. Finally,
there were no changes to the departnent of energy section, or
the energing technol ogy fund. M. Berg advised that anmendnents
to the bill will be offered to the conmttee for voting when the
bill is again before the commttee. | tens under consideration
for anmendnents include issues related to conpressed natural gas
for state vehicles, the Low Inconme Hone Energy Assistance
Program (LI HEAP), a wood stove program the bulk fuel revolving
| oan fund, the bridge |loan program fuel co-operative |anguage,
and an energy efficiency public relations canpaign.

3:20: 02 PM

CO-CHAIR M LLETT asked commttee menbers to submt anendnents
prior to the 3/16/10 neeting.

3:20: 30 PM

REPRESENTATI VE RAMRAS appreciated the work of the commttee and
staff. He expressed his concern regarding the creation of a
departnment of energy. Representative Ranras asked for the
theory behind the departnent of energy, and for its possible
effect on all of the present state energy advisors and
di rectors. The availability of a fiscal note concluded his

i nterrogative.
3:22:28 PM

CO- CHAIR M LLETT asked a representative of the U S. Departnent
of Energy (DOE) in Washington, D.C., whether Alaska is unique in
having DOE funds disbursed to the Alaska Housing Finance
Corporation (AHFC). She was told "we are the only state that is
so di sconbobul ated that we have a housing corporation in charge
of our energy program noney." She opined that Gene Therriault
is in the cabinet |level position for energy, and Steve Haagenson
"has direct contact with the third floor;" however, wthout a
formal directive, who manages what program is unknown and
frustrating. Al though there is a fiscal note attached to HB
305, Co-Chair MIllett questioned its accuracy. She acknow edged
that there is not a lot of support from the adm nistration for
the departnment of energy, but stressed that the idea is to
streanmine governnent, and to have a one-stop shop for al

energy issues. She observed that the new adm nistration has not
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warmed to the possibility that there is "a fundanmental flaw in
our adm nistration when it comes to energy.”

3:25:20 PM

REPRESENTATI VE JOHANSEN agreed that representatives of the DCE
do not know with whomto talk in Alaska; in fact, his inpression
is that there is no central point for contact.

3:27:18 PM

REPRESENTATI VE RAMRAS suggested the commttee should hear
testimony from M. Therriault, as he is the admnistration's
senior energy policy person. He stated the benefit to the
comittee from hearing M. Therri aul t articul ate t he
adm ni stration's position on the departnent of energy.

3:29: 00 PM

CO CHAIR EDGVON agreed with Co-Chair MIllett and Representative
Ranr as. He also noted the absence of M. Therriault at the
Al aska Federation of Natives (AFN) convention, although many
other representatives from the admnistration were there. He
pointed out that M. Therriault could explain to the conmmttee
how the adm nistration plans to consolidate, and align, all of
the various elenents of energy in a naster plan.

3:29: 55 PM

CO-CHAIR M LLETT observed that Gene Therriault's title is:
Senior Policy Advisor for In-state Energy. She said the co-
chairs wll extend an invitation to him and to the Al aska

Energy Authority (AEA), to testify on 3/16/10.
3:30: 42 PM

REPRESENTATI VE JOHANSEN concurr ed.

CO- CHAI R EDGVON concurr ed.

3:30: 56 PM

REPRESENTATI VE PETERSEN agr eed.

3:31:19 PM
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REPRESENTATI VE RAMRAS encouraged the comrittee to request that
M. Therriault present an organization chart, and that Jerry
Gal | agher, Legislative and Communications Director, present a
fiscal note illustrating the costs of the fractured departnent
of energy that already exists. He concluded that a
reorgani zation and consolidation of the existing de facto
departnment of energy is the intent of the conmttee, and of the
portion of HB 305 that relates to the establishment of a new
departnment of energy.

3:33:40 PM

CO- CHAIR EDGVON recal l ed hearing from constituents and entities
that there is no coordination or centralization of energy
offices within the state; however, representatives of state
agencies maintain that there is no problem The nessages are on
two different tracks, and he supported asking M. Therriault to
provi de the answer to why consolidation is not needed.

3:34: 47 PM

REPRESENTATI VE RAVRAS observed that the argunment agai nst
establishing a new departnment of energy is the budget increnent
it creates. He expressed his interest in seeing a "de-
constructed organization chart" with the costs of the various
energy functions pulled out of different departnents, and
consol i dat ed. If the resulting consolidation is revenue-
neutral, it would denonstrate support for reorganization. For
those who are resistant to growing governnent, it is inportant
to see that the increment for the creation of a new departnent
IS equal to t he decrenents in exi sting depart nments.
Representative Ranras cautioned that "fiscal notes [can] reflect
t hat degree of resistance.”

3:37:58 PM

CO CHAIR MLLETT assured the conmttee that the creation of a
new departnent of energy is an opportunity to streanine
governnment, not to grow governnent. She said she will work with
the administration in order to have information prepared for the
3/ 16/ 10 neeting.

[ Al t hough not formally stated, HB 305 was hel d. ]

HB 278- ENERGY EFFI Cl ENT HOVE GRANT FUND

3:38:52 PM

HOUSE ENE COW TTEE - 7- March 9, 2010



CO CHAIR M LLETT announced that the next order of business would
be HOUSE BILL NO 278, "An Act relating to the adm nistration of
the Alaska energy efficient home grant fund by the Al aska
Housi ng Fi nance Corporation.”

3:39: 20 PM

REPRESENTATI VE TUCK presented an overview of HB 278, as a prine
CO- sponsor. He explained that Al aska Housing Finance
Corporation's (AHFC) energy rebate and weatherization prograns
are successfully helping sone fanmlies by providing energy
efficiency inprovenents to their homes. These prograns are al so

creating and sustaining jobs; in fact, orders for doors,
wi nhdows, insulation, and other energy saving hone inprovenent
projects are keeping builders and suppliers busy. The energy
rebate program has a 70 percent conpletion rate for famlies
that are able to make the initial investnent. However, if
homeowners do not have sufficient cash, they cannot take
advantage of the energy rebate program Representative Tuck

observed that honmeowners who may not have cash, or access to a
source for credit at a reasonable interest rate, are those who
need this program the nost. Honeowners in this category do not
qualify for |owincome weatherization assistance, yet do not
have several thousand dollars to pay for energy efficiency

upgrades, and then wait to be reinbursed. This is especially
true in rural areas, where energy costs are highest, and HB 278
Wil | help solve that problem by putting energy saving
opportunities within the reach of nore famlies. Representative
Tuck re-stated that HB 278 will allow nore Al askan famlies to
participate in the energy efficiency rebate program and wll
continue to keep tradesnmen working year around. The bill does

this by allow ng the honeowner to receive a voucher for the sane
anount of noney as the rebate. The voucher can be used by the
homeowner to pay contractors and suppliers, so that work on the
home can begin. He opined HB 278 is a sinple authorization for
a voucher concept that can be admnistered by AHFC to ensure

snoot h processi ng by homeowner s, contractors, housi ng
authorities, and others involved 1in voucher-based energy
ef ficiency upgrades. The bill does not change the anount of the

paynents, or the state's level of participation in the hone
energy efficiency program
32:41 PM

AURAH LANDAU, staff, Representative Chris Tuck, Alaska State

Legi sl ature, presented additional information about the need for
a voucher-type program She noted that AHFC surveyed applicants
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who did not conplete the energy rebate program and found that
about one-fifth of those enrolled will not do the energy
i nprovenents because they do not have the funds. Thi s
percentage is estimated to be 1,600 applicants, not including
those who did not apply because they do not have the cash on
hand. Ms. Landau described HB 278 also as a jobs bill; in fact,
t he voucher concept was suggested by a contractor who observed
that the voucher program could keep nore contractors working on
energy efficiency projects. She advised that the statute that
created the rebate program sinply authorizes honme energy
rebates; simlarly, HB 278 is a broad authorization that gives
AHFC the discretion to admnister a voucher program "however it
would work best for those involved." Ms. Landau began a
sectional analysis of the bill. Page 1, lines 8-11, codifies
the existing home energy rebate program and the remainder of
the bill adds a voucher capability giving AHFC the discretion to
devel op inplenenting regulations, and grant the voucher in a
manner that assures the energy inprovenents are conpleted and
the voucher is fulfilled by the correct party. She further
expl ai ned that a voucher is a docunent that says "that the state
is good for up to a certain anount of noney for home energy
efficiency work and outlines for the honeowner and any vendors

they may work with, contractors, lunberyards ... what work is
eligible for paynent and it also stipulates the paynent is nmade
once the final energy audit is done."™ For exanple, AHFC could

devel op | anguage to guarantee that "the right entity is required
to do the right thing at the right tine."

3:46: 41 PM

M5. LANDAU continued to explain that the nechanism of the
voucher systemis nearly identical to the existing rebate system
in that the honmeowner pays for the as-is audit and is

rei mbur sed. The as-is audit gives the honeowner energy
efficiency inprovenent options, and she referred to sanple
energy ratings provided in the conmttee packet. The voucher

program differs when, along with the audit report, the honeowner
gets a voucher to give to contractors or supply houses that
choose to participate. This saves the honeowner from paying a
down paynent, or paynent in full "up front." Afterward, the
voucher program works the same as the rebate program as the
homeowner gets the work done, conpletes the post-inprovenent
energy rating that certifies the level of energy efficiency

gained, and then the allowable paynment is nade. Ms. Landau
clarified that the homeowner is responsible for all costs above
those authorized by the post-inprovenent audit. Fur t her nor e,
the voucher inforns contractors that the state will pay for a
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certain portion of the cost of inprovenents. She enphasi zed
that contractors and supply houses can decide whether or not to
accept vouchers. Finally, the honeowner and |unberyard, or
contractor, will sign off on the reinbursenent before AHFC pays
t he vendors.

3:49: 23 PM

REPRESENTATI VE RAMRAS stated that he loved the intent of the
bill, but wll not support it. He gave an exanple of a
contractor forced into bankruptcy because "dishonest things
happened,” and pointed out the bill lacks an oversight function
that will performthe duties of a disbursenent officer, and nmake

sure that the work is done. He described his understandi ng of
how t he present program works, and expressed his enpathy for the
homeowner; however, with a voucher, if either the honeowner or
the contractor 1is not scrupul ous, the program wll be
conprom sed.

3:53: 01 PM

REPRESENTATI VE TUCK expl ained that currently the rebate program
wi t hhol ds paynment until after the second audit is done, all the
work is performed, and all of the receipts are turned in to
AHFC. HB 278 retains these same conditions in that no paynents
are made wuntil all work is conplete, the second audit 1is
performed, and after the invoices are signed off by the
homeowner and contractor, paynents are made by AHFC. He pointed
out that this program is not a paynent of "up-front cash," or
progressive paynments, but basically lets a contractor know that
AHFC wi || be reinbursing the project as determ ned by AHFC

3:54: 00 PM

REPRESENTATI VE RAMRAS described the present process and noted
that Bryan Butcher, who was in the galley, agreed wth his
understanding of the program Wth the terns of HB 278, if the
contractor's work is deficient and does not qualify for
rei nbursenent, the program fails, wunlike the present program
that requires a fully satisfactory job.

3:55:54 PM
REPRESENTATI VE TUCK advised that the original bill "never
spelled out that there would be an energy rebate program™

However, AHFC determ ned the nethods and checks and bal ances to
adm ni ster the program and now honeowners could get the needed
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energy inprovenents as the bill intends. He opined that the
scenario presented by Representative Ranras was also possible
with the current program because the honmeowners are ultimtely
responsi ble for the quality of construction. The sanme standards
apply for either the rebate or the voucher program and AHFC
will not nmake a paynent until the second audit is done to its
standards. The voucher is sinply a docunent that states for the
homeowner, contractor, or |lunberyard, that a certain anount of
nmoney is approved for honme energy efficiency work, and that the
paynent will be nade after the final audit is done to certify
t he energy savings.

3:57:44 PM

CO-CHAIR M LLETT expressed her wunderstanding that AHFC could
adm nister grant funds or vouchers under the current statute.

She acknowl edged that there is a need, but asked whether the
bill sponsors determned if AHFC could administer this program
t hrough regul ation, or if legislation is required.

3:59: 09 PM

REPRESENTATI VE TUCK stated that the bill co-sponsors have been
wor ki ng with AHFC since Novenber [2009]. |In fact, AHFC saw that
the program was missing the needs of a group of honeowners, and
conducted a poll of those who were able to be involved in an
original audit. In Decenber, no action was taken, so the bill
was pre-filed. Representative Tuck spoke of efforts nade by
him and Senator Meyer, to assist a constituent, and pointed out
that this program would fill a need for people who want to take
advantage of reduced utility costs and who "would |ove to be
part of this program but just aren't able to cone up with that
up-front $10, 000."

4:01: 46 PM
CO- CHAIR M LLETT re-stated her question.
4:01: 50 PM

REPRESENTATI VE TUCK expressed his hope for guiding the agency to
a sinple nethod to acconplish the intent of this bill.

4:02:19 PM
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REPRESENTATI VE RAMRAS noted that the [energy rebate] program has
a zero default rate. He gave an exanple of how the voucher
programcould |l ead to default.

4:03:51 PM

REPRESENTATI VE TUCK responded that as the program is now, the
ultimate responsibility to make up for a shortfall rests wth
t he homeowner. In fact, the audit indicates the cost of each
i mprovenent, and honeowners can pick and choose what projects to
conplete. He assured the commttee the intent is for no further
liability to AHFC

4:05: 28 PM

REPRESENTATI VE RAVRAS antici pated that the voucher program wll
lead to defaults, and problens simlar to those that occur when
bui l di ng a custom hone. He gave exanpl es of possible problens.

4:07:57 PM

REPRESENTATI VE TUCK asked the commttee to review the sanple
home energy voucher |anguage pre-work authorization and sanple

post-wor k paynent authori zati on. He read [original punctuation
provi ded] :
Al aska Housing and Finance Corporation guarantees up
to $ for the home energy efficiency work to be
conpleted at the property located at and owned
by :

The actual anount of paynent by Al aska Housi ng Fi nance
Corporation is determned by the increase in hone
energy ratings by conparing the pre- and post-
i mprovenent energy audits, and capped at $10, 000.

| f the anmobunt of the expenditures for the inprovenents
exceeds the ampunt of the reinbursenent authorized by
AHFC, t he anount oW ng shal | be t he sol e
responsi bility of the homeowner.

In any case, the vendor's sole renedy is to pursue
paynent fromthe homeowner.

The homeowner and vendor acknow edge their

responsibilities and duties before work is begun by
si gni ng bel ow.
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REPRESENTATI VE TUCK acknow edged that some contractors will not
want to take vouchers; however, the vouchers offer the
opportunity to those who wish to provide services.

4:09: 32 PM
REPRESENTATI VE JCOHANSEN referred to AS 18.56.410. He said,

"[ Subsection] (a) says 'the corporation shall admnister the
energy efficient home grant wunder the provisions of this

section.'" He then said, "[Subsection] (c) says the corporation
shall adopt guidelines and procedures ... but in [subsection]
(b), where you're anmending it, in the current statute, it says
the corporation, ... AHFC, may grant funds from the grant fund
to agencies, the federal governnment, individuals, et cetera."
Representati ve Johansen observed the agency has the ability to
make decisions about its course of action. He agreed wth
Representative Ranras about the concept of HB 278; however, he
expressed disconfort at the use of the word "shall"” that tells

AHFC "to do sonet hing, when they can, and they're not."
4:11: 14 PM

CO-CHAIR M LLETT asked the co-sponsor about wuse of the word
"shal |l ."

4:11: 38 PM

REPRESENTATI VE TUCK offered to amend the | anguage.

4:12: 20 PM

M5. LANDAU reviewed statenments of support for the bill from
regional housing authorities and the Association of Village
Council Presidents in Bethel. She also found weatherization

crews training for work in rural areas. Turning to the question
of whether the loan program offered through AHFC solves the
probl em addressed by HB 278, she advised that securing a |oan
results in a second nortgage, and only 100 honeowners have
applied for a loan with credit ramfications.

4:14:10 PM
REPRESENTATI VE TUCK noted that AHFC s second nortgage |ending

program is good and has a low interest rate; however, HB 278
sinplifies the process.
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4:14: 40 PM

COCHAIR MLLETT referred to the fiscal note and questioned the
need to add seven full-tine enployees to a program that wll
help a small portion of residents.

4:15:56 PM

BRYAN  BUTCHER, Director, Gover nnent al Affairs & Public
Rel ati ons, Al aska Housing Finance Corporation (AHFC), Departnent
of Revenue (DOR), provided sone background on the bill. He
assured the conmttee AHFC wants to make sure that as many
Al askans as possible can take advantage of the hone energy
rebate program In fact, AHFC was interested in the
participation rate and why sone applicants did not conplete the
program but had no data at the end of the last legislative
sessi on. Gathering data was further delayed by the shortage of
energy raters. M. Butcher agreed with Co-Chair MIllett that
wi thout sufficient information, the agency could spend nore
nmoney trying to solve a problem than the cost of the group
needi ng hel p. AHFC has received feedback from only 50
applicants who did not use the program at the end of the 18-
month tinme limt, and the nost popul ar reason for not conpleting
the rebate process is that the home is already rated with a 4-

Star Plus energy rate. Another issue is that the second
nort gage weat herization |oan program would be nore popul ar, but
has not been advertised sufficiently. M. Butcher explained

that the maxi mum | oan amount is $30,000 for 15 years at a rate
of 4.75 percent, and for a |loan of $15,000, |oan paynments woul d
be about $115 per nmonth. In fact, if a honeowner paid the |oan
back with his or her rebate, the resulting energy savings would
pay back the interest within a year or two. Currently, the |oan
information is included in mail-outs and statew de adverti sing,
and a better job of advertising would probably result in nore
interest in the |oan program M. Butcher opined that in nost
cases applicants can afford taking out a small loan to get the
energy efficiency work done, especially if nost of the |oan was
repaid by the rebate within 18 nonths.

4:20:12 PM

COCHAIR MLLETT referred to the fiscal note and questioned the
need for seven full-tine enployees to admi nister this program

4:20: 30 PM
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MR. BUTCHER expl ai ned AHFC s biggest concern is about possible
fraud investigation. For exanple, if an applicant receives a
voucher for $10,000 and the post-rater allows only $6,000, the
homeowner may turn to AHFC. Currently, the programis sinple in
that AHFC does not have to be concerned about whether a
homeowner has sufficient assets to cover his/her obligation to

the contractor. The fiscal note includes enployees to
adm ni st er this program while mnimlly affecting t he
cor porati on. In further response to Co-Chair MIllett, he said

there are six full-time enployees and sone tenps presently
adm nistering the program AHFC certifies the energy raters, so
all it has do is ook at the pre- and post-ratings and check for
receipts.

4:22:55 PM

CO-CHAIR M LLETT assunmed HB 278 would double the size of the
organi zation to help one-fifth of the applicants.

4:23: 24 PM

MR. BUTCHER said AHFC will not have statistics on the nunber of
homeowners who need this programuntil sumrer

4:23:37 PM

CO CHAI R EDGVON based his support of the bill on the nerits and
on AHFC s stance. He asked whet her AHFC supports the bill.

4:24: 32 PM
MR. BUTCHER said AHFC is neutral on the bill. He said AHFC
agrees with the idea of the bill, and will inplement it, but

does not have sufficient information to recomend the passage of
the bill at this tine.

4:25:15 PM

COCHAIR EDGVON further asked about the need for nore
information and time. The questions that were raised today are
not new to AHFC, for exanple, this program has come up short in
rural areas, and he inquired whether AHFC has analyzed the
problens, or the renedies attenpted by the co-sponsors of the
bill. He encouraged a close |look at the program although he
said this vehicle does not work.

4:27:04 PM
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MR. BUTCHER re-stated AHFC s concerns: (1) how to define the
size of the problem (2) how to prevent AHFC from becomng a
bill collector. He declined to give a definitive answer.

4:28: 08 PM

CO- CHAIR EDGVON assuned noving the bill wll get ahead of the
corporation's process.

4:28:25 PM

MR. BUTCHER agr eed.

4:28:31 PM

REPRESENTATI VE PETERSEN pointed out that the nunber of people
who do not apply because they do not have the nobney to pay for
repairs, and wait to be reinbursed, is inpossible to know. He

gave his personal experience with the program and questioned the
need for seven additional staff menbers.

4:30: 30 PM

MR. BUTCHER expl ai ned that AHFC believes if the voucher system
is offered, the mpjority of applicants will choose that system
He described energy performance contracting, in which the
contractor is responsible for the inprovenent in energy
efficiency, and for the inprovenment work that is done. Thi s

differs with the home energy rebate program in which the rater
and the contractor nmay be two separate businesses and are not
“"tied together.” H's personal experience is that the work done
may not be of the highest |evel, thus AHFC would be involved in
a lot of paperwork regarding the difference between the voucher
to the contractor, and the rebate to the honeowner.

4:32:52 PM

REPRESENTATI VE JOHANSEN asked whether AHFC is authorized to do
this under its existing authority.

MR. BUTCHER said yes, and added that he hoped AHFC will be able
to make changes for the benefit of Alaskans as the program
pr ogr esses.

4:33:31 PM
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REPRESENTATI VE JOHANSEN further asked whether the idea of a
voucher system had been discussed within AHFC prior to the
i ntroduction of HB 278.

MR. BUTCHER indicated that AHFC is always interested in hel ping
Al askans, but nust ensure there is no harmto the corporation.

4:34: 43 PM

REPRESENTATI VE JOHANSEN i nquired again as to whether the voucher
system i dea had been broached.

MR. BUTCHER advi sed that vouchers were discussed for the first
time with Representative Tuck; however, AHFC was aware of the
i ssue.

4:35:41 PM

CO-CHAIR EDGVON recalled that AHFC indicated it will return to
the conmmittee with nore data and asked when the data could be
expect ed.

MR. BUTCHER i ndi cated he was unsure, but expected information in
April, 2010.

4:37:14 PM

MR. BUTCHER, in further response to Co-Chair Edgnon, explained
that the tinme limt on the program was expanded from 12 nonths
to 18 nonths. Most conplaints about insufficient time to
conplete inprovenents are unfounded, with exceptions for
applicants serving in the mlitary, or those with serious health

ener genci es. He acknowl edged that as nore rural applicants
approach the deadline, the shortage of materials may be nore of
a factor, and AHFC is willing to consider extensions.

4:38:21 PM

CO-CHAIR EDGMON further recalled AHFC officials wll consider
extensions to 24 nonths.

4:38: 38 PM

REPRESENTATI VE TUCK pointed out that the amount of the fiscal
note attached to the bill was a surprise to the co-sponsors.
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Initially, the co-sponsors were told to expect the addition of
only one position. He opined that the additional positions were
added because the program is mstakenly identified as a grant,
or | oan, program Representative Tuck said:

There's not going to be any investigations just Iike
there's no investigations now taking place for people
getting their rebate.... There is potential fraud, but

| think everything has been running pretty snooth
and pretty clean and ... if there was fraud going on
in the program who's to say that the auditor isn't
m srepresenting the work that's being perfornmed now?

REPRESENTATI VE TUCK stressed that there is no expectation for
AHFC to becone a bill collector; in fact, it is up to the
contractor to collect from the honmeowner only. He clarified
that the statute authorizes AHFC to adm nister a grant program
if it chooses.

4:41: 33 PM

CO- CHAIR M LLETT assuned there is a limted anount of liability
to AHFC if the contractor does not get paid.

4:42:11 PM
REPRESENTATI VE TUCK pointed out that the honeowner nakes a

decision at the time of the pre-audit whether to get the work
done.

4. 42: 27 PM

MR. BUTCHER, regarding the fiscal note, said that "grants
admnistrator” is the nane of the positions in the energy
depart nment. In dealing with potential fraud, no less that 5
percent of the post-audits are done by a different rater than
the pre-audit. A few raters have been renoved, and he concl uded

that Al askans are protected fromfraud in this way.
4:43: 22 PM

CO CHAIR M LLETT expressed her intent to hold HB 278 for further
testinmony from AHFC

REPRESENTATI VE TUCK encouraged AHFC to conduct a poll to find

out how nany people do not participate in the program because of
the conditions addressed in the bill.
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4:44:09 PM

HB 411- POAER PRQJECT FUND

4:44: 20 PM

CO- CHAIR M LLETT announced that the next order of business would
be HOUSE BILL NO 411, "An Act relating to the power project
fund; authorizing the Al aska Energy Authority to charge and
collect fees relating to the power project fund; authorizing the
Al aska Energy Authority to sell and authorizing the Al aska
| ndustrial Devel opnment and Export Authority to purchase | oans of
the power project fund; providing legislative approval for the
sale and purchase of |oans of the power project fund under the
menor andum of understanding dated February 17, 2010; and
providing for an effective date."

4:44:41 PM

SARA FI SHERGOAD, Deputy Director-Operations, Al aska Industrial
Devel opnent & Export Authority (AIDEA) and Alaska Energy
Aut hority (AEA), Departnent of Commerce, Community, & Econom c
Devel opnent (DCCED), informed the commttee that HB 411 deals

with two power project fund issues. The first issue is to
authorize the sale of power project fund |oans from AEA to Al DEA
in order to provide approximately $20.6 million to the power

project fund for new | oans. She noted that AEA and Al DEA have
executed a nenorandum of understanding (MOU) that outlines the
terms for the purchase and sale. To address the second issue,
the bill allows AEA to adopt regulations to establish a fee
structure for the power project fund. Her departnent recomends
the collection of application and loan origination fees in a
manner simlar to other AEA |oan prograns. Ms. Fi sher Goad
poi nted out that the loans to be sold are current, and AEA w ||
continue to assune the risk for future delinquent |oans.

4:47: 20 PM

CO- CHAIR M LLETT asked for a sectional analysis.

M5. FI SHERGOAD advised that section 1 of the bill anmends AS
42.45.010(a) to allow the proceeds of the sale to be deposited
into the power project fund. Section 2 anends AS 42.45.010(d)
to repeal and reenact AEA authority to adopt a fee structure

Section 3 adds new subsections that provide that the fees are
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deposited into the general fund, and provides AEA authority,
with legislative approval, to sell and repurchase the | oans.
Section 4 anends AS 44.88.080 to allow AIDEA to purchase the
| oans from AEA as an investnent of the revolving fund. Secti on
5 provides for |legislative approval for AEA to sell, and Al DEA
to purchase, the power project fund |oans, and references the
2/ 17/ 10 MU between Al DEA and AEA Finally, section 6 provides
for an immedi ate effective date

4:49:50 PM

COCHAIR M LLETT asked for the current balance of the power
proj ect fund.

4:49: 55 PM

M5. FISHERGOAD said that available funds are currently $5.4
mllion, with two pending |oan applications. She said, "W are
short of cash."

4:50: 56 PM

COCHAIR M LLETT assuned the sale of existing loans wll add
$20.6 mllion.

MS. FI SHERGOAD said that is an approxi mate anount.
4:51: 20 PM

CO- CHAIR M LLETT asked whether there are other |oan applications
pendi ng.

4:51: 36 PM

V. FI SHERGOAD explained that there are no other |[|oan
applications pending; however, her departnent expects grantees
for the renewable energy fund will be |ooking for opportunities
for match requirenments, and there is |ess noney available from
the Denali Conm ssion. She anticipated nore activity in the
| oan program for powerhouse upgrades, bul k fuel upgrades, energy
ef ficiency upgrades, and the renewabl e energy fund. In further
response to Co-Chair MIllett, she said applicants for matching
funds are required to conplete a loan application process wth
due diligence.

4:53:11 PM
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CO CHAIR EDGMON expressed his interest in learning nore about
t he fund.

4:53:44 PM

M5. FI SHERGOAD cal led attention to the MOU between AEA and Al DEA
that outlines the purpose of the fund. She noted the agreenent
section specifies the discount rate is 6.02 percent, and
outlines the repurchase requirenents for AEA in case a |oan
def aul ts. Ms. FisherGoad discussed one risk to AIDEA in that
there may be a delay in the repurchase if AEA is short of funds.
Finally, the last recital outlines sone of the details that
woul d need to be followed in case a |loan is repurchased by AEA

4:57:03 PM

MS. FI SHERGOAD, in response to Representative Tuck, pointed out
that the |last page of the MOU is Exhibit A that outlines the

loans that are to be sold. In further response to
Representative Tuck, she explained that after a repurchase, AEA
woul d be the agency collecting on the |oan. Furthernore, the

purpose of the repurchase agreenent is to reduce the risk to
Al DEA, thus the purchase price of the loans remains closer to
t he paramount of the |oans outstanding. The intent was to not
transfer the risk of a |loan defaulting from AEA to Al DEA

4:57.:49 PM

CO CHAIR EDGVON referred to the anmount of noney set aside for
the governor's schol arship program and questioned why an equal
anount of noney is not set aside for energy projects around the
st at e.

4:58:46 PM

CO- CHAIR M LLETT observed there is support from the conmttee
for the power project fund.

4:59: 36 PM

[ Although not formally stated, HB 411 was held for public
testinony. ]

ADJ OQURNVENT
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There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 4:59 p.m
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