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W TNESS REG STER

REPRESENTATI VE STEVE THOMPSON

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Speaking as the prime sponsor, explained
one of the differences between the proposed comm ttee substitute
(CS) for HB 336 and the original bill.

TOM STUDLER, St af f

Representative Steve Thonpson

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: On behalf of Representative Steve Thonpson,
prime sponsor, described the changes to HB 336 made by the
commttee substitute.

JOHN ANDERSON, Project Oficer

Weat heri zation

Al aska Housi ng Fi nance Corporation (AHFC)

Depart nent of Revenue (DOR)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Answered questions during the hearings on
HB 336 and HB 323.
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STACY SCHUBERT, Director

Governmental Relations & Public Affairs

Al aska Housi ng Fi nance Corporation (AHFC)

Depart nent of Revenue (DOR)

Anchor age, Al aska

PCOSI TI ON STATEMENT: Answered questions during the hearings on
HB 336 and HB 323.

MARI E DARLI N, Representative

AARP

Juneau, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 336.

ANDRI A AGLI, Manager

Shar ehol der & Corporate Rel ations

Bristol Bay Native Corporation (BBNC

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 336.

CHRI S STORHOK, Speci ali st

Econom ¢ Devel opnent Division and Al aska Regional Devel opnent
Organi zati on ( ARDOR)

Fai rbanks North Star Borough (FNSB)

Fai r banks, Al aska

POSI TI ON STATEMENT: Speaki ng on behalf of the Fairbanks North
Star Borough mayor's office and hinself, testified in support of
HB 336.

JOY HUNTI NGTON, Legislative Liaison

Tanana Chi efs Conference (TCC)

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified in support of HB 336.

WALTER ROSE, Energy Speci al i st

Kawer ak, Inc. ("Kawerak")

Nonme, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 336.

JOMO STEWART, Program Manager

Fai r banks Econoni ¢ Devel opnent Corporation (FEDC)
Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 336.

REPRESENTATI VE TAMM E W LSON

Al aska State Legislature
Juneau, Al aska
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PCSI TI ON  STATEMENT: Speaking as the sponsor, explained the
changes between the proposed CS to HB 323 and the original bill,
and answer ed questi ons.

ACTI ON NARRATI VE
3:08:19 PM

CO CHAIR NEAL FOSTER called the House Special Committee on
Energy neeting to order at 3:08 p.m Representati ves Foster,
Pruitt, Saddler, dson, Tuck, and Petersen were present at the
call to order. Representative Lynn arrived as the neeting was
i n progress.

HB 336- ENERGY ASSI STANCE PROGRAM & VOUCHERS

3:09: 04 PM

CO- CHAI R FOSTER announced that the first order of business would
be HOUSE BILL NO 336, "An Act establishing an energy assistance
program in the Departnent of Revenue to issue an energy voucher
to Alaska permanent fund dividend recipients; and relating to
the analysis and reconmendati on of an energy assistance program
by the governor."”

3:09:12 PM

REPRESENTATI VE SADDLER noved to adopt the proposed commttee
substitute (CS) for HB 336, Version 27-LS1403\|, Nauman
3/ 26/ 12, as the working documnent.

3:09: 24 PM
REPRESENTATI VE SADDLER obj ected for the purpose of discussion.
3:09: 36 PM

REPRESENTATI VE STEVE THOWPSON, Al aska State Legislature, gave a
short history of the origins of the bill, explaining that in the
Interior, rural areas of Alaska, and Fairbanks, the costs of
home heating and electricity are higher than house paynents.
This situation is unsustainable and residents have been forced
to nove away. Representati ve Thonpson said the bill authorizes
a voucher that can be used for 250 gallons of fuel oil or for
1,600 kilowatts (kW of electrical power. The proposed CS adds
to the bill a qualification that a recipient nust be eligible
for the 2012 permanent fund dividend (PFD) in order to qualify
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for a voucher. He then conpared the cost of energy in Fairbanks
with that of other areas of the state: residents along the
northern coast and in Barrow have access to natural gas for
$0.08 to $0.10 per kW hour; residents in Southeast have

hydroel ectric power; in Fairbanks, residents pay over $0.23
cents per kW hour and $4.15 per gallon for fuel oil.
Representative Thonpson said, "People are just not able to
survive with that kind of billing." In rural areas, electricity
can be as high as $0.50 cents per kilowatt hour and fuel oil is
hi gher al so, causing an exodus from villages to Anchorage. He
poi nted out that there is cheap energy "up north," in Southeast,

in the Cook Inlet-Kenai area, and in the Matanuska-Susitna (Mat-
Su) region and concluded that Fairbanks needs help now
Al t hough Fairbanks would prefer a large project to provide
sust ai nabl e energy into the long-range future, the voucher wll
show that the state is concerned, and this relief is welcone in
the interim Furthernore, the bill requires that after this
year the admnistration will decide what to do in the next few
years so that the renote areas of the state can survive,
especially in areas that do not qualify for power cost
equal i zati on (PCE)

3:15: 38 PM

TOM STUDLER, staff to Representative Steve Thonpson, Al aska
State Legislature, said the proposed CS retains all of the mjor
el enments of the original bill while incorporating changes that
wll ease the admnistration of the energy voucher program for
fuel distributors and state agencies. He described the
procedure followed by a fuel distributor to redeem the energy
voucher and to determ ne the anpunt of the state paynent. This
procedure prevents manipulation of the retail price of energy,
makes the cost of the program nore predictable, reduces the
adm nistrative challenges, allows the credit to be used to pay
debts to the distributors, assists the distributors with cash
fl ow, and encourages energy conservation. M. Studler explained
section 1 of the bill directs that the state send a voucher to
every adult PFD recipient - in the fall of 2012 - which can be
redeened at a fuel distributor or wutility for the value of 250
gallons of heating oil, 350 hundreds of cubic feet (CCF) of
natural gas, or 1,500 kW hours of electricity. The reci pi ent
decides how to use the voucher and gives it to the distributor
of their choice. The distributor then sends the voucher to the
state with clains for paynent. Upon recei pt of the voucher and
claim the state sends the paynent to the distributor to be
credited to the voucher recipient's account. The anount of the
state paynent will be calculated by multiplying the quantity of
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fuel provided by the voucher, by the distributor's retail price
for that type of energy on a specific date in 2012. The credit
can be used only for energy at the recipient's primary residence
in Alaska and is not transferrable or payable in cash, although
it can be used to pay a debt to the distributor. Distributors
can decide whether to deliver fuel i1imediately after they
receive a voucher, or wait until they receive paynent from the
state. The credit remains in the account until it is spent on
energy delivered to the recipient's hone. If the account is
cl osed before all the credit is used, then the distributor sends
the balance back to the state. Vouchers may not be sold or
transferred, and require the signature of the recipient and the
di stributor. Reci pients may request a replacenent voucher in
the name of their landlord or a check for $250. |Individuals my
also qualify for a cash paynment of $250 if they do not have a
qualified distributor in their comunity. Participation by
distributors is voluntary and the program will be adm nistered
by the Al aska Housi ng and Fi nance Corporation (AHFC), Departnent
of Revenue (DOR). Section 2 of the bill provides that the
governor nust hear public testinony, evaluate options, and nmake
a reconmmendation for the best energy relief program that can be
instituted in 2013 and beyond. Prior to 10/1/12, the governor
must analyze a fuel price reduction program an individual

account pr ogr am and alternative options, and make a
recommendation to the legislature for an efficient and equitable
pr ogram Section 3 of the bill provides that AHFC nay adopt

energency regulations and is exenpt from procurenent |aw for the
purposes of inplenenting the energy voucher program rapidly.
Section 4 of the bill provides for an inmediate effective date.
Finally, M. Studler pointed out that the proposed CS designates
that AHFC - instead of DOR - adm nister the program

3:21: 22 PM

CO- CHAIR FOSTER recalled in dennallen biomss and wood are used
for generating energy. He asked whether the program would
address how to provide for the equivalent cost for cords of wood
for heating.

MR. STUDLER responded that there is no way to address all of the
alternative sources of fuel on an equitable basis; however,
al nost everyone uses electricity and residents who use wood or
bi omass for heating could apply the voucher to electricity.

REPRESENTATI VE THOWPSON added that the admnistration for
suppliers of cordwod would be difficult, for instance, nost
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peopl e gather their own wood and do not purchase it through a
di stributor.

REPRESENTATI VE FOSTER suggest ed adj usting the $250 anpunt.
3:24:16 PM

REPRESENTATI VE SADDLER asked how to justify the fact that every
di vidend recipient would get a voucher regardless of the rates
they pay for energy, or their neans.

REPRESENTATI VE THOWPSON advi sed everyone should benefit equally
statewide. To ask for benefits for one conmmunity and not others
is a difficult problem The difference is that 250 gallons of
heating oil may have a lesser value in another location in the
state, and each area wll get a different amunt for heating
oil, or for 1,500 kW per hour of electricity.

REPRESENTATI VE SADDLER surm sed section 1 of the bill appears to
begin a PCE program for urban areas.

REPRESENTATI VE THOMPSON agreed "there could be a better answer
out there," but relief is needed for the next five years to keep
famlies in Fairbanks until a solution is found.

3:28: 07 PM

COCHAIR PRUTT asked for explanations of a "fuel price
reducti on progrant and an "individual account program"”

REPRESENTATI VE THOWPSON said the intent of section 2 of the bil

is that beginning in 2013, the governor and his staff wll |ook
at prograns that wll reduce the cost of fuel oil by reducing
taxes or other options. There are many ideas that nust be

researched besides "giving a check out" that could result in
meani ngful relief.

3:31: 06 PM

REPRESENTATI VE OLSON assumned there is a conpanion bill.
MR. STUDLER said SB 203 is a very simlar bill

3:31:46 PM

REPRESENTATI VE PETERSEN called attention to page 3, lines 30 and
31 of the bill, and asked whether the voucher would be viewed as
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income by the Internal Revenue Service (IRS), U S. Departnent of
the Treasury.

REPRESENTATI VE THOMPSON answered yes, and added that the value
of the voucher would be considered as revenue and incone by
federal programs, and could affect recipients of federal aid.

REPRESENTATI VE TUCK asked how the state will verify if a bal ance
is left in a closed account, and whether AHFC would need to
verify that a voucher was not used in nore than one | ocation.

REPRESENTATI VE THOMPSON said each voucher would be nunbered and
identified with a nane. He added that AHFC will devel op details
on the admnistration of the program In further response to
Representative Tuck, he <confirmed that two vouchers wth
di fferent names could be used on one account.

3:35: 05 PM

REPRESENTATI VE PETERSEN asked whether nenbers of one househol d
coul d use vouchers at different distributors.

REPRESENTATI VE THOVWPSON i ndi cat ed yes.

REPRESENTATI VE TUCK asked whether $250 may be nore than an
Anchorage utility bill.

MR STUDLER sai d he was unsure.

CO CHAIR FOSTER restated his questions about the [ow value of
the voucher to those who heat with biomss, wood, and coal, and
about the pre-qualification of a distributor. Al so, he asked
whether the Alaska Energy Authority (AEA), Departnent of
Comrerce, Community & Econom c Devel opnent, could provide AHFC
with the British thermal unit (Btu) equivalencies for bionmass,
wood, and coal .

3:38: 05 PM

JOHN ANDERSON, Project Oficer, Watherization, AHFC, said AHFC
can provide the Btu equivalencies for alternate energy sources.
Furthernore, AHFC intends to follow the Low Incone Hone Energy
Assi stance Program (LIHEAP), Admnistration for Children &
Fam lies, U'S. Departnment of Health and Human Services, process
for the admnistration of the program which does accept wood
vendor s.
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COCHAIR PRUTT asked whether there wuld be "struggles”
adm ni stering vouchers that are issued in the nanes of tenants.

MR. ANDERSON estimated there are 100,000 renters and 6,000
| andl ords across the state. He said this could be a conplicated
i ssue.

3:39:49 PM

STACY SCHUBERT, Director, Covernnental Rel ations & Public
Affairs, AHFC, in response to Co-Chair Pruitt, said AHFC
currently does not have the neans to inplenent this program
Wth an appropriate |egislative appropriation, adm nistration of
the program could be "contracted out," and she was unable to
provi de a specific cost at this tine.

CO CHAI R FOSTER asked whet her addi ng wood, biomass, and coal to
the bill would create an issue for AHFC.

MR. ANDERSON opi ned addi ng additional energy sources conplicate
the program but it is not inpossible to do so.

REPRESENTATI VE TUCK asked how to ensure that vouchers are not
sold or traded.

MR. ANDERSON observed there would have to be a random audit of
the distributors.

REPRESENTATI VE TUCK suggested the use of information from PFD
appl i cati ons.

REPRESENTATI VE PETERSEN asked whether AHFC will get a list of
residents who have qualified for a PFD to determne who is
eligible for the program

MS. SCHUBERT understood that the bill directs the Pernmanent Fund
Dividend Division, DOR to provide AHFC with a list for the
distribution of the vouchers.

3:43: 14 PM

REPRESENTATI VE PETERSEN asked whether a |l andlord has a choice to
apply their voucher to their personal residence or to other
properties they own.

3:44: 00 PM
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MS5. SCHUBERT advised that the bill provides for negotiations
between a landlord and a tenant |leading to a contractual
agreenent. Also, a signature is required both fromthe |andlord
and tenant. She deferred to the bill sponsor for further
det ai | s.

REPRESENTATI VE PETERSEN observed a |andlord may pay a portion of
the utilities on behalf of a tenant.

MS. SCHUBERT said she was unsure; however, AHFC, as a landlord
itself, is studying this issue.

3:45: 06 PM

REPRESENTATI VE SADDLER renoved his objection. There being no
further objection, the proposed CS for HB 336, identified as
Version |, was adopted as the working docunent.

3:45: 40 PM

REPRESENTATI VE SADDLER noved to adopt the fiscal note identified
as HB336- DOR- TAX- 03- 02-12.

REPRESENTATI VE PETERSEN obj ected for the purpose of discussion
He advised that the aforenentioned fiscal note is indeterm nate,
pointing out that the fiscal note is zero on the front page, but
costs range from $115 million to $430 nmillion on page 2.

REPRESENTATI VE TUCK asked whether there is no longer a fisca
note from the Departnent of Adm nistration (DOA), identified as
HB336- DOA- OAH- 3- 8- 12.

MR. STUDLER expressed his belief that the previous fiscal notes

submtted with the original bill wll be resubmtted wth the
proposed CS. In further response to Representative Tuck, he
said he would inquire as to whether DOA will resubmt a fiscal
not e.

REPRESENTATI VE TUCK cautioned that nore fiscal notes may be
added to the bill.

3:.48: 20 PM
REPRESENTATI VE PETERSEN renoved his objection. There being no

further obj ecti on, fiscal note HB336- DOR- TAX-03-02-12 was
adopt ed.
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CO CHAI R FOSTER opened public testinony.
3:48: 58 PM

MARI E DARLIN, Representative, AARP, referred to witten coments
previously submtted in support of HB 336. Al t hough this
programis not the final answer to high energy costs, AARP is in
support of the bill because it wll help Al askans pay their
utility bills and the cost of energy is one of AARP's nenbers’
mai n concerns.

3:50: 20 PM

ANDRI A AGLI, Manager, Sharehol der & Corporate Relations, Bristol
Bay Native Corporation (BBNC), read from the following witten
testinmony as follows [original punctuation provided]:

| am a shareholder of Bristol Bay Native Corporation
(BBNC) and the manager for sharehol der and corporate
relations for BBNC Thank you for inviting BBNC to
testify in support of HB 336 today. We support this
bi -partisan | egislation.

| grew up in the village of South Naknek on the Al aska
Peninsula and return every sumrer to comrercial and
subsi stence fish. | have famly that still live and
work there year round. The high cost of heating fue

and electricity is a challenge not only for ny famly

back in Bristol Bay, but al | across Al aska.
Currently, the cost of heating fuel in South Naknek is
$ 5.25 per gallon. The cost of electricity is nore

than $.50 per kWwh. These prices hit everyone hard

Legislative efforts to provide financial relief for
these high prices are necessary and certainly have
BBNC s support.

W are an economc cornerstone for Bristol Bay take
the responsibilities that come with that position very
seriously. W've got nore than 9,000 sharehol ders and
since 1978 we've paid nmore than $100 mllion in
di vidends to our sharehol ders. In 2012 alone, BBNC
will distribute another $13 million to shareholders in
di vi dends. We've also established an education
foundation that provides scholarships for higher
education and vocational training, we've created
internships and job opportunities; we' ve established
an Elder benefit program and also in 40 years of
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busi ness have advocated on behalf of the economc,
cultural and subsistence rights of our sharehol ders.
We continue this work today to ensure our corporate
m ssion of "Enriching our Native way of life."

VWhile BBNC is pursuing new responsible economc and
i nvestnment opportunities in the Bristol Bay region
that will help better the lives of our sharehol ders
and residents, we support renewable energy prograns
and bot h renewabl e and non-r enewabl e resource
devel opnent t hat responsi bly al | ons for our
sharehol ders to continue to sustain their way of life.

The BBNC Board recently directed the corporation to
invest $30 mllion over the next 5 years within the
regi on. Qur sharehol ders have told us they need help
with the high cost of heating fuel and electricity.

BBNC s investnment efforts will identify and evaluate
projects that could help provide sone energy cost
relief. BBNC supports the legislature's efforts to do

the sane with this particular |egislation.

Hi gh energy costs represent the greatest challenge to
the econom c success of villages in the Bristol Bay
regi on, where average famlies pay nore for their hone
energy bills than they do for rent or for nortgage
paynment s. It is for this reason the BBNC advocates
for energy prograns that provide current and |long-term
solutions to this growi ng crisis.

House Bill 336 is a very good conplenent to BBNC s
strategy to invest in the Bristol Bay region, and has
BBNC s full support. This will not change the price
of heating oil or the cost of electricity in the
short-term however, it wll provide some relief to
rural residents.

Section 1 of the bill wll provide an energy voucher
to every adult PFD recipient. For many househol ds
this will provide imrediate energy relief but for
househol ds t hat include extended famlies wth
multiple adults living under the sane roof, the total
voucher ampunt received by this legislation will be
significantly greater. \VWhile this is not a pernmanent
fix, agai n, it wll help the current economc

hardshi ps that are felt in our rural comunities.
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Section 2 of the legislation is also helpful because
it will pronpt ideas for longer-term assistance
strategies for dealing with the recurring problem of
hi gh energy costs. BBNC appl auds the legislature's
effort to get such strategies on the table as |ong-
termenergy solutions are needed statew de.

In closing, BBNC supports HB 336 because it wll
provi de short-term energy assistance to those who are
i npacted the nost and provide a mechanism to consider
nore permanent energy solutions to this ongoing
crisis. Both are needed to bring energy costs to an
affordable | evel to the benefit of all Al askans.

Thank you for the Committee's tinme this afternoon. I
woul d be happy to answer any questions that you may
have.

3:56:18 PM

CHRI'S STORHOK, Specialist, Econom c Developnent Division and
Al aska Regional Developnent Organization (ARDOR), Fairbanks
North Star Borough (FNSB), said the FNSB nmayor's office and he
personal Iy support the bill. M. Storhok related that famlies
in the Fairbanks region are struggling to pay their heating and
power bills and need short-term relief until a Ilong-term
solution is found. Because of this strain on the econony,
busi nesses are suffering and people are | eaving the community.

REPRESENTATI VE SADDLER asked what residents in the Interior have
done in the past in response to fluctuations in energy prices
and periods of extrenmely cold weat her.

MR. STORHOK recalled when oil prices were $125 per barrel in
2007, "there was considerable belt-tightening,” and the governor
provided energy relief which helped significantly. Personal | y,
he installed a nore efficient furnace, but many residents
switched to outdoor wood boilers which caused an air pollution
problem Many hard choi ces were made.

4:00: 10 PM
REPRESENTATI VE SADDLER asked whether |local residents expected

t he energy dividend by the previous governor to continue, or did
they recognize it as a "one-tine-only deal."
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MR. STORHOK recalled the program was recognized as one-tine-
only, and was followed by |ower energy prices. Also, there was
optimsm that a gas pipeline or a coal-to-liquids plant would
come to Fairbanks. In further response to Representative
Saddl er, he said the voucher is the solution because FNSB worked
wth the Cold dimate Housing Research Center, University of
Al aska Fairbanks, AHFC, and federal prograns to weatherize nany
homes; however, sone honeowners in the mddle-incone |evel are
now prevented from conpleting energy efficiency upgrades by the

"credit crunch.” He opined Fairbanks has taken advantage of
exi sting energy efficiency progranms, "but we still have a way to
go."

4:03:56 PM

JOY HUNTI NGTON, Legislative Liaison, Tanana Chiefs Conference
(TCC), stated the TCC organization is the Native nonprofit for
the Interior that represents 42 federally recognized tribes and
about 40 vill ages. Ms. Huntington stated the highest price for
fuel in the state is in Arctic Village, where it costs $10 per
gal | on. She stated her support of HB 336, noting that TCC
anticipates a long-term solution is comng; in fact, TCC has

received over $1 mllion through AEA s renewabl e energy fund for
future biomass heat facilities. Although this bill provides for
a short-termsolution, at this tinme there is a great need in the
Interior region where it has been extrenely cold. MVs.

Hunti ngton expressed TCC s intent to continue working with AHFC
and other agencies on weatherization and other |long-term
projects such as wood heating, clean diesel, pre-paid electric
netering, and O gani c Rankine cycle (ORC) projects.

4:09: 03 PM

REPRESENTATI VE SADDLER asked for nore information on ORC
proj ects.

M5. HUNTI NGTON said an ORC project has been funded by AEA and
the Denali Comm ssion and is being tested at the University of
Al aska on inproving the fuel efficiency of a diesel generator
She offered to provide nore infornmation.

4:10: 39 PM
WALTER ROSE, Energy Specialist, Kawerak, Inc. ("Kawerak"),
informed the commttee Kawerak is the regional Native nonprofit

serving 20 tribes in the Bering Strait. Kawerak supports HB 336
because expensive heating fuel has been hurting the region for
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years; for exanple, fuel oil costs an average of $6.33 per
gallon. The average hone in the region consunmes 800 gallons to
1,000 gallons of heating fuel per year, and |ast January was the
col dest on record, thus heating fuel consunption was 23 percent
above normal. Al though the future is unknown, the passage of HB
336 will leave the region better prepared for next year. M.
Rose opined the best way to use state funds for energy relief -
during tinmes when oil prices are high - is unclear, and HB 336
requires investigations and nakes recommendations to the
gover nor. Kawer ak al so supports the bill because it provides
fuel in the short run, while searching for a sensible way to
provide relief in the future. In addition, by the use of
vouchers, HB 336 nmnimzes the potential for fraud and abuse
W t hout added bureaucracy, and it quickly and effectively
provi des energy security for next wi nter.

4:13: 24 PM

JOVD STEWART, Program Manager, Fairbanks Econom ¢ Devel opnent
Corporation (FEDC), stated HB 336 is not the kind of bill FEDC
normal |y supports, but does. He explained that FEDC is
dedicated to building a system across the state that nore
equitably distributes energy and creates a basis for econonic
devel opnment, growh, and prosperity, as nodeled by the ENSTAR

gas system in Anchorage. However, in Alaska during times of
hi gh energy costs, it is difficult for residents who use oil for
space heating or to generate electricity. Unli ke the previous

resource rebate, which was not equitable in the value of the
energy used, HB 336 is an equitable distribution of energy:

giving the nost value to those who need it nost. M. Stewart
also stated FEDC s and his personal support of the reporting
required by the bill which wll enable the state and the

| egislature to gain an understanding of the inpact of the oil
econony on Al aska residents.

4:16: 40 PM
CO- CHAI R FOSTER hel d over HB 336.

HB 323- NONATTAI N AREA HOVE HEATI NG SYSTEM GRANTS

4:17: 08 PM
CO- CHAI R FOSTER announced that the final order of business woul d

be HOUSE BILL NO 323, "An Act relating to the Al aska energy
efficient home grant fund; and creating a grant program for
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converting hones in regions designated as particulate matter
nonattai nnent areas to efficient home heating systens."”

4:17:24 PM

REPRESENTATI VE SADDLER noved to adopt the proposed commttee
substitute (CS) for HB 323, Version 27-LS1275\1, as the working
docunent .

REPRESENTATI VE SADDLER obj ected for the purpose of discussion.
4:17:32 PM

The commttee took an at-ease from4:17 p.m to 4:22 p.m

[ Al t hough not formally  stated, Representative  Saddler's
obj ection was treated as renoved. |

4:22:13 PM

CO CHAI R FOSTER announced the proposed CS for HB 323, Version
27-LS1275\1, was adopted as the working docunent.

4:22:23 PM

REPRESENTATI VE TAMM E WLSON, Al aska State Legislature, speaking
as the sponsor of the bill, explained the first change by the
proposed CS specifies the grant anount for a furnace is $7,500
and requires the furnace to be install ed. Al so, the grant
amount for an Environmental Protection Agency (EPA) certified
wood stove is $5,000. She said, "It should be reflected also in
the fiscal note: $1 mllion, not $100 million." The source of

the aforenentioned estimate is the Fairbanks North Star Borough
(FNSB) wood stove change out program which replaced 385 wood
stoves for $441, 000. Representative T. Wlson stated the
program authorized by the bill is not a free giveaway but is
nodel ed after the AHFC weat herization and rebate prograns, and
from funding that is currently being used for this type of
activity.

4:23.48 PM

COCHAIR PRUITT called attention page 1, lines 6 and 7 of the
bill that specified the funds come from the Alaska energy
efficient home grant fund. He asked whether this is the sane

fund given to AHFC for the weatherization program
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4:24:15 PM

REPRESENTATIVE T. WLSON said, "There is nothing in that fund.
It is a separate fund. W took it away from the rebate one so
it would not be confused, ... [a] brand-new fund." In further
response to Co-Chair Pruitt she said the bill does not create a
fund but makes changes to a fund that was not being utilized.

COCHAIR PRU TT expressed his understanding that an EPA-
certified wood stove will produce little particulate matter and
will be OK to use.

REPRESENTATIVE T. WLSON responded that nobst non-EPA certified
stoves do not have catalytic converters, thus pollute nore. As
gui del i nes becone stricter, stoves will be cleaner.

CO- CHAIR PRUI TT asked about the possibility that EPA may change
its regulations after people invest in new stoves.

4:25:55 PM

REPRESENTATIVE T. WLSON recalled that the air quality in
Fai rbanks did not change, but EPA reduced the "nunbers" from 65

parts per billion to 35 parts per billion. In fact, stoves are
not tested in cold climtes, "so sone of the nunbers sonetines
are skewed." She pointed out that if Fairbanks was able to use

the previous guidelines it would not be out of attainnent.

CO- CHAIR PRUI TT expressed his concern that EPA could change its
certification on stoves.

REPRESENTATIVE T. WLSON pointed out that EPA is not likely to
change its certification on stoves, but can change the nunber on
em ssions, and she described how a concentration of hones in a
nei ghbor hood affects air quality.

REPRESENTATI VE SADDLER gave an exanple of everyone in Fairbanks
getting an EPA-certified stove, and asked whether that would
automatically neet attainnent.

REPRESENTATIVE T. WLSON said, "Gas is probably the only thing
that gets us there."” She added that Fairbanks does not want its
residents who have gas or district heat to convert to wood
stoves, but seeks to replace existing non-certified wood stoves.
In further response to Representative Saddler, she said her
frustration is that EPA does not provide a nodel for the

HOUSE ENE COWM TTEE -17- March 27, 2012



community or the Departrment of Environmental Conservation (DEC)
to follow, but sinply sets levels for attainment.

4:30: 06 PM

REPRESENTATI VE SADDLER asked whether the new standards from EPA
came with any funding to achieve them

REPRESENTATIVE T. WLSON said yes. Two years ago there was a $1
mllion grant from the Congestion Mtigation and Air Quality
(CMAQ | nprovenment Program for testing and study, but the funds
are now gone. In further response to Representative Saddl er,
she said Libby, Mntana, had funding from EPA to provide a
programsimlar to that proposed by the bill.

REPRESENTATI VE PETERSEN noted to qualify for a grant, an
existing oil furnace would have a rating of |ess than 80 percent
ef ficiency. He asked if 80 percent efficiency is the highest
avail able for fuel oil.

REPRESENTATIVE T. WLSON explained that in a cold climte a
percentage from82 to 90 does not greatly affect air quality.

CO- CHAIR PRU TT questi oned whet her EPA woul d acknow edge a good-
faith effort if Fairbanks does not reach attai nment by 2014.

REPRESENTATIVE T. WLSON indicated yes, explaining that there
must be a state inplenentation plan, and this program would
count as one of the ways to cure the problem in fact, the
intent of HB 323 is to show EPA the state's interest and to
prevent a ban on burning wood stoves during tines of an air
i nversion.

4:34:11 PM

REPRESENTATI VE SADDLER asked whether there is an inpedinent to
the reuse of a replaced stove.

REPRESENTATIVE T. WLSON said the FNSB program destroys the
repl aced stoves.

REPRESENTATI VE SADDLER encouraged the reuse of stoves.
REPRESENTATI VE T. WLSON pointed out FNSB has an ordinance to

prevent the sale of non-EPA certified wood stoves in the
nonatt ai nnent ar ea.
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4:36:16 PM

REPRESENTATI VE SADDLER renoved his objection. There being no

further objection, Version | was adopted as the working
docunent .
4:36: 45 PM

STACY SCHUBERT, Director, Gover nnent al Rel ations & Public
Affairs, AHFC, informed the committee that the zero fiscal note
submtted by AHFC [HB323-DOR-AHFC-03-01-12] attached analysis
that included 10,000 hones participating in the program at an
average cost of $10,000 per grant. Al so, additional operating
expenses to AHFC were estimated at $1.8 mllion. Al aska Housing
Fi nance Corporation now recognizes that the intent of the bil
is for the legislature to appropriate $1 nmillion to the fund and
reduce the amount of the grant thus the corporation will revise
its estimate and provide an anended fiscal note to the
conmittee. She also clarified that on page 1, lines 6 and 7,
the bill identifies the Al aska energy efficient hone grant fund,
which is an inactive grant fund within AHFC that presently has
zero funds. Testinony by AHFC on 3/22/12 referred to a bal ance
of $64 million in the home energy rebate fund; this entire fund
i s encunbered or obligated.

4:39:20 PM

COCHAIR PRU TT asked whether the |ower grant amounts in the
proposed CS are adequate to conplete the change outs in the
Fai r banks ar ea.

4:39:57 PM

JOHN ANDERSON, Project Oficer, Watherization, AHFC, said AHFC
is conpleting its weatherization outconmes report which wll
provide details on every weatherization project; however, a
recent sanple of 10 "boiler swap-outs” in the Fairbanks area
i ndi cated that they cost an average of $8, 900.

REPRESENTATI VE TUCK observed that a homeowner cannot participate
in the energy rebate programif they participate in the proposed
wood stove or furnace program He asked whether the sponsor
considered allowing a homeowner to participate in both prograns
if the two grant amounts do not exceed $10, 000.

M5. SCHUBERT deferred to the sponsor.
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REPRESENTATI VE SADDLER asked whether the change outs averaging
$8,900 were for gas furnaces or wood stoves.

MR. ANDERSON answered that the change outs were from |ow
efficiency oil furnaces to high-efficiency oil furnaces. I'n
further response to Representati ve Saddl er, sai d t he
weat heri zation and rebate prograns do not recogni ze wood stoves
as primary sources in the rating process, so there is no
anal ysis on wood stoves.

4:42: 39 PM
CO CHAI R FOSTER opened public testinony on the proposed CS for

HB 323. After determning no one wished to testify, public
testi mony was cl osed.

CO-CHAIR PRU TT noted that the present bill is for honmeowners
He asked whether AHFC s cost estimates included only owner-
occupi ed hones.

MR. ANDERSON understood that AHFC s estimte of 42,000 included

rentals and owner-occupied units. In further response to Co-
Chair Pruitt, he said including only owner-occupied units would
change the estimte, as will the changes in the proposed CS. He

offered to provide further estimates.
4:44. 54 PM

CO CHAI R FOSTER hel d over HB 323.

4. 45: 42 PM

ADJ QURNIVENT

There being no further business before the commttee, the House
Special Commttee on Energy neeting was adjourned at 4:45 p.m
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