


H e l l o ,  M y  n a m e  is R o b e r t  M a x w e l l ,  I a m  t h e  E x e c u t i v e  D i r e c t o r  of 

I n t e r i o r  W e a t h e r i z a t i o n ,  Inc. W e  p r o v i d e  w e a t h e r i z a t i o n  s e r v i c e s  

t o  r e s i d e n t s  o f  t h e  F a i r b a n k s  N o r t h  S t a r  B o r o u g h ,  t h e  r o a d  s y s t e m  

e a s t  t o  D e l t a  J u n c t i o n  a n d  s o u t h  t o  C a n t w e l l .  In t h a t  c a p a c i t y  I 

a m  h e r e  t o  s u p p o r t  t h e  f u n d i n g  o f  w e a t h e r i z a t i o n  p r o g r a m s  

p r o p o s e d  i n  S. B .  429.

A s  a b o a r d  m e m b e r  o f  t h e  A l a s k a  A s s o c i a t i o n  o f  t h e  E n e r g y  

E f f i c i e n c y  I n d u s t r y ,  I a m  a l s o  h e r e  t o  s u p p o r t  t h e  f u n d i n g  o f  

o t h e r  e n e r g y  e f f i c i e n c y  a n d  c o n s e r v a t i o n  p r o g r a m s  p r o p o s e d  in 

S.B. 4 2 9

T h e  A s s o c i a t i o n s '  p r o p o s a l  t h a t  y o u  h a v e  r e c e i v e d  s h o u l d  b e  

v i e w e d  a s  a S t a t e  E n e r g y  p l a n  t h a t  w e  h a v e  p r o v i d e d  f r e e  of 

c h a r g e  i n  t h e  h o p e  t h a t  w e  c a n  t u r n  a r o u n d  t h e  c u r r e n t  s i t u a t i o n  

t h a t  n e e d l e s s l y  d r a i n s  m i l l i o n s  o f  d o l l a r s  a n n u a l l y  f r o m  o u r  

e c o n o m y .

W e  f e e l  t h e  o n l y  s h o r t c o m i n g  o f  S . B .  4 2 9  i s  t h a t  t h e  a m o u n t  o f  

f u n d i n g  p r o p o s e d  f o r  w e a t h e r i z a t i o n  a n d  o t h e r  e n e r g y  e f f i c i e n c y  

p r o g r a m s  i s  n o t  a d e q u a t e .

T h e  E n e r g y  E f f i c i e n c y  i n d u s t r y  u n d e r s t a n d s  t h e  c u r r e n t  f i n a n c i a l  

p i c t u r e  a n d  t h e  r e s u l t i n g  c h a l l e n g e s  f a c i n g  o u r  d e c i s i o n  m a k e r s .  

T h e s e  p r o g r a m s  r e p r e s e n t  a n  o p p o r t u n i t y  t o  i n v e s t  n o w  i n  o r d e r  t o  

s a v e  l a t e r .  If w e  c o n t i n u e  t o  p o s t p o n e  a d e q u a t e  f u n d i n g  o f  t h e s e  

p r o g r a m s  e v e n  a n o t h e r  y e a r ,  w e  m a y  b e  s e n t e n c i n g  o u r  r e s i d e n t s  t o  

a e c o n o m i c  h a n d i c a p  t h a t  w i l l  n o t  a l l o w  u s  t o  b e  c o m p e t i t i v e  in 

t h e  w o r l d  m a r k e t .

S.B. 429
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T h e s e  p r o g r a m s  h a v e  b o t h  l o n g - t e r m  a n d  i m m e d i a t e  e c o n o m i c  

b e n e f i t s .  S t a t e  f u n d i n g  of w e a t h e r i z a t i o n  in t h e  r a i l b e l t  a r e a  

h a s  e x c e l l e n t  c o s t - b e n e f i t  r a t i o s .  J o b s  a r e  c r e a t e d  w i t h  t h i s  

f u n d i n g ,  a 1 9 8 8  s t u d y  b y  I S E R  s h o w e d  t h a t  w e a t h e r i z a t i o n  c r e a t e s  

m o r e  j o b s  a n d  p e r s o n a l  i n c o m e  p e r  d o l l a r  s p e n t  t h a n  a n y  o t h e r  

t y p e  o f  c a p i t a l  p r o j e c t .  T h e  s t u d y  s h o w e d  t h a t  18 jobs, o f  o n e  

y e a r  d u r a t i o n ,  w e r e  c r e a t e d  f o r  e v e r y  $1 m i l l i o n  s p e n t .

B y  f u n d i n g  o t h e r  e n e r g y  e f f i c i e n c y  p r o g r a m s  a s  w e l l ,  w e  w i l l  

e n h a n c e  o u r  e x i s t i n g  b u i l d i n g s  a n d  r e d u c e  t h e i r  o p e r a t i n g  c o s t s .  

W e  w i l l  i m p r o v e  t h e  h e a l t h  a n d  s a f e t y  o f  a l l  A l a s k a n s  t h r o u g h  

t h e s e  p r o g r a m s .

T h e s e  p r o g r a m s  w i l l  c e n e r a t e  b e t t e r  m o r e  e f f i c i e n t  q u a l i t y  

h o u s i n g  a n d  e l i m i n a t e  f u t u r e  S t a t e  l i a b i l i t y  a n d  e x p e n s e  l i k e  t h e  

$ 9 0  m i l l i o n  r e q u i r e d  b y  A H F C  t o  u p g r a d e  a n d  r e p a i r  s o m e  o f  t h e  

r e p o s s e s s e d  h o m e s  d u r i n g  t h e  l a s t  r e c e s s i o n .

W e a t h e r i z a t i o n  i m p r o v e s  s u b s t a n d a r d  h o u s i n g  a n d  h e l p s  p r e v e n t  

h o m e l e s s n e s s .  T h e  S t a t e  w i l l  s a v e  m o n e y  f r o m  d e c r e a s e d  e n e r g y  

a s s i s t a n c e  e x p e n s e s  a n d  m e d i c a r e  c l a i m s  b y  p r o v i d i n g  l i v a b l e  a n d  

h e a l t h y  h o m e  e- n* *. f o r  t h e  low-incorae.

S t a t e  fundi. \ ' v. w e a t h e r i z a t i o n  is u s e d  i n  c o n j u n c t i o n  w i t h  

f e d e r a l  w e a t h e r i z a t i o n  f u n d s  in t h e  r a i l b e l t  a r e a .  I t  i s  o n l y  

w i t h  S t a t e  f u n d i n g  a n d  S t a t e  r e g u l a t i o n s  t h a t  w e  c a n  t r u l y  

a d d r e s s  t h e  n e e d s  o f  A l a s k a n  w e a t h e r i z a t i o n  r e c i p i e n t s .
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T h e  f e d e r a l  w e a t h e r i z a t i o n  f u n d s  f o r  A l a s k a  a r e  s e t  a t  t h e  s a m e  

d o l l a r  a m o u n t  p e r  h o m e  a n d  m u s t  b e  s p e n t  u n d e r  t h e  s a m e  

r e g u l a t i o n s  a s  i f  t h e  h o m e  w e r e  l o c a t e d  i n  F l o r i d a .

F e d e r a l  r e g u l a t i o n s  s t i l l  r e q u i r e  t h a t  w e  t r e a t  h o m e - o w n e r s  a n d  

r e n t e r s  e q u a l l y  w h e n  p r o v i d i n g  w e a t h e r i z a t i o n  s e r v i c e s .

T h a t  l a n d l o r d s  m a y  b e n e f i t  f r o m  p r o p e r t y  i m p r o v e m e n t s  f r o m  

w e a t h e r i z a t i o n  a t  n o  c o s t  t o  t h e m  c o n t i n u e s  t o  b e  a c o n c e r n  o f  

w e a t h e r i z a t i o n  p r o v i d e r s .

T h e r e  i s  c u r r e n t l y  a  f e d e r a l  r u l e  c h a n g e  p r o c e d u r e  t a k i n g  p l a c e  

t h a t  w i l l  a l l o w  S t a t e s  t o  m a n d a t e  l a n d l o r d  f i n a n c i a l  

p a r t i c i p a t i o n .  H e a t i n g  s y s t e m  r e p l a c e m e n t  f u n d s  u n d e r  S t a t e  

c o n t r o l  n o w  r e q u i r e  a  5 0 %  m i n i m u m  l a n d l o r d  p a r t i c i p a t i o n  w h e n  

r e p l a c i n g  a h e a t i n g  s y s t e m  i n  a r e n t a l  u n i t .

T h e  n e e d  f o r  a l o w - i n c o m e  w e a t h e r i z a t i o n  i n  t h e  r a i l b e l t  a r e a  is 

i l l u s t r a t e d  b y  t h e  f a c t  t h a t  t h e  t h r e e  w e a t h e r i z a t i o n  p r o v i d e r s  

i n  t h e  r a i l b e l t  h a v e  h u n d r e d s  o f  a p p l i c a t i o n s  e a c h  y e a r  t h a t  

c u r r e n t  f u n d i n g  c a n n o t  s e r v e .  T h e  m a j o r i t y  o f  o u r  2 3 0  d w e l l i n g s  

s e r v e d  l a s t  y e a r  w e r e  a p p l i c a n t s  t h a t  w e r e  e i t h e r  e l d e r l y ,  

h a n d i c a p p e d  o r  f a m i l i e s  w i t h  c h i l d r e n  6 y e a r s  a n d  y o u n g e r .

M a n y  o f  o u r  o l d e r  A l a s k a n  c l i e n t s  s p e n d  o v e r  2 8 %  o f  t h e i r  i n c o m e s  

o n  h e a t  a l o n e .  A d d  t o  t h a t  t h e  c o s t  o f  o t h e r  u t i l i t i e s ,  

m e d i c a t i o n  a n d  f o o d  a n d  y o u  h a v e  w h a t  y o u  w o u l d  c a l l  h e r e  a 

b u d g e t  s h o r t f a l l .  O u r  c l i e n t s  c a l l  i t  a d i s a s t e r .
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S o m e  o f  t h e s e  i n d i v i d u a l s  a r e  t h e  p i o n e e r s  t h a t  o p e n e d  u p  t h i s  

c o u n t r y .  T h e y  a r e  a l l  i n d e p e n d e n t  p e o p l e  w h o  a r e  n o t  a f t e r  a 

h a n d o u t ,  b u t  d o  n o t  h a v e  t h e  m e a n s  t o  p e r f o r m  t h e i r  o w n  

w e a t h e r i z a t i o n .  T h e  w e a t h e r i z a t i o n  p r o g r a m  c a n  h a v e  a p o s i t i v e  

i m p a c t  f o r  t h e s e  s e n i o r s  o n  f i x e d  i n c o m e s .  A f t e r  w e  r e m e d i e d  a 

s i t u a t i o n  t h a t  s h e  c o u l d  n o t  t a k e  c a r e  o f  o n  h e r  o w n ,  o n e  c l i e n t  

r e c e n t l y  a s k e d  111 w o n d e r  h o w  m a n y  p e o p l e  h a v e  h a d  t o  a b a n d o n  

t h e i r  h o m e s  a n d  l e a v e  A l a s k a  b e c a u s e  t h e y  c o u l d n ' t  a f f o r d  t o  f i x  

t h e i r  r o o f ? "  I r o n i c a l l y ,  h a d  s h e  b e e n  a b l e  t o  a f f o r d  t o  f i x  it 

h e r s e l f ,  s h e  w o u l d  h a v e  w a s t e d  h e r  m o n e y  o n  r e p a i r s  t h a t  w o u l d  

n o t  h a v e  f i x e d  t h e  p r o b l e m .  T h i s  is w h e r e  t h e  e x p e r i e n c e  a n d  

e x p e r t i s e  o f  w e a t h e r i z a t i o n  p r o v i d e r s  b e c o m e s  s o  i m p o r t a n t .

S t a t e  e n e r g y  e f f i c i e n c y  p r o g r a m s  a r e  a m o s t  e f f e c t i v e  w a y  t o  

d e a l  w i t h  r a i l b e l t  e n e r g y  i s s u e s .  I r e c e n t l y  h a d  t h e  p l e a s u r e  o f  

s e r v i n g  o n  G o l d e n  V a l l e y  E l e c t r i c a l  A s s o c i a t i o n s  E n e r g y  

E f f i c i e n c y  A d v i s o r y  C o m m i t t e e .  T h i s  w a s  a l a r g e  c o m m i t t e e  o f  15 

p e o p l e  w i t h  w i d e l y  v a r i e d  i n t e r e s t s  a n d  p e r s p e c t i v e s  f r o m  a l l  

w a l k s  o f  l i f e .  A f t e r  m a n y  w e e k - n i g h t  m e e t i n g s  a n d  a c o u p l e  o f  

l o n g  S a t u r d a y s ,  t h i s  c o m m i t t e e  c a m e  t o  a u n a n i m o u s  r e c o m m e n d a t i o n  

t h a t  G V E A  u s e  t h e  e x i s t i n g  S t a t e  e n e r g y  e f f i c i e n c y  p r o g r a m s  t o  

a c c o m p l i s h  e l e c t r i c a l  e n d - u s e  c o n s e r v a t i o n  g o a l s .  T h e  c o m m i t t e e  

f e l t  t h a t  t h i s  w o u l d  b e  t h e  m o s t  c o s t - e f f e c t i v e  w a y  t o  i n s u r e  

q u a l i t y  d e l i v e r y  o f  p r o g r a m  s e r v i c e s .
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T h e  l o w - i n c o m e  w e a t h e r i z a t i o n  p r o g r a m  w o u l d  b e  u s e d  t o  d e l i v e r  

t h e  s e r v i c e s  t o  G V E A  l o w - i n c o m e  r e s i d e n t i a l  c o n s u m e r s .  T h e  

E n e r g y  R a t e d  H o m e s  o f  A l a s k a  P r o g r a m  w o u l d  b e  u s e d  t o  d e l i v e r  t h e  

s e r v i c e s  t o  o t h e r  G V E A  r e s i d e n t i a l  c o n s u m e r s  a n d  t h e  B u i l d i n g  

E n e r g y  A s s i s t a n c e  T e a m  w o u l d  b e  u s e d  t o  i m p l e m e n t  e l e c t r i c a l  e n d -  

u s e  c o n s e r v a t i o n  f o r  t h e  c o m m e r c i a l  c o n s u m e r s  o f  G V E A .  So, it 

w o u l d  a p p e a r  t h a t  e v e n  t h e  u t i l i t i e s  m a y  b e  r e l y i n g  o n  t h e s e  

S t a t e  e n e r g y  e f f i c i e n c y  p r o g r a m s  t o  e f f e c t i v e l y  d e l i v e r  a n y  

e l e c t r i c a l  e n d - u s e  c o n s e r v a t i o n  p r o g r a m s .

It is i n  t h e  b e s t  i n t e r e s t  o f  t h e  S t a t e ,  t h e  u t i l i t i e s  a n d  

t h e  r e s i d e n t s  o f  t h e  r a i l b e l t  t h a t  a d e q u a t e  f u n d i n g  f o r  e n e r g y  

e f f i c i e n c y  p r o g r a m s  b e  m a d e  a v a i l a b l e  u n d e r  t h i s  b i l l .  O t h e r  

p r o j e c t s  m e n t i o n e d  i n  S . B . 4 2 9  d o  h a v e  a l t e r n a t i v e  f u n d i n g  

a v a i l a b l e  t o  t h e m ,  S t a t e  e n e r g y  e f f i c i e n c y  p r o g r a m s  d o  not. W e  

c a n n o t  a f f o r d  t o  c o n t i n u e  t o  i g n o r e  t h e  i m p a c t  t h a t  a $ 2 1 3  

m i l l i o n  d o l l a r  a n n u a l  r e s i d e n t i a l  h e a t i n g  b i l l  h a s  o n  t h e  

r e s i d e n t s  o f  t h i s  S t a t e  a n d  i t ' s  e c o n o m y .

I w o u l d  l i k e  t o  t h a n k  t h e  c o m m i t t e e  f o r  t h e  o p p o r t u n i t y  t o  

t e s t i f y  t o d a y  o n  t h e s e  i m p o r t a n t  i s s u e s .  I a m  c o n f i d e n t  t h a t  y o u  

w i l l  d o  t h e  r i g h t  t h i n g  f o r  t h e  f u t u r e  o f  A l a s k a n  r e s i d e n t s .
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! c e ' f a m - l y  a p p r e c i a t e  y o u r  s p o n s o r s h i p  o r S e n a t e  3 i 11 N o  9 2 9  i a m  s u r e  • o u  
a r e  m a x  m o  a  o r e a t  e f f o r t  t o  g e t  t h i s  D i l i  p a s s e d  w e  c e r t a i n l y  n o c e  S e c t i o n  
5  w i l l  n o t  o e  d e l e t e d  f r o m  y o u r  D M !  ! o o  o e u e v e  5 11 < 4 2 9  w i l l  o e n e f i t " ct 
o n l y  tr i e  M c K i n l e y  v i l l a g e  a r e a  o u t  F a i r o a n K s ,  A n c h o r a g e  a n a  m e  w n o i e  S t a t e  
o f  A l a s k a

T n e  S t a t e  o f  A l a s k a  s u b d i v i d e d  a  l a r g e  p o r t i o n  o f  l a n d  a n a  c a l i e o  i t  
M c K i n l e y  v i l l a g e  T n e  M c K i n l e y  v i l l a g e  a r e a  l i e s  d i r e c t l y  s o u t h  o f  t n e  D e n a l i  
N a t i o n a l  D a r k  e n t r a n c e ,  t h e  N U M B E R  O N E  t o u r i s t  a t t r a c t i o n  m  o u r  S t a t e  
T h e  S t a t e  s o l d  o f f  t n e  l o t s  a t  a  v e r y  h i g h  p r i c e  T h i s  a r e a  h a s  a t t r a c t e d  
m a n y  p e r m a n e n t  f a m i l i e s  a n d  b u s i n e s s e s ,  i t  w o u l d  m o s t  l i k e l y  e x p a n d  v e r y  
r a p i d l y  i f  c o m m e r c i a l  p o w e r  w a s  a v a i l a b l e  i n  t h e  a r e a

T h e  D e n a l i  G r i z z l y  B e a r  C a b i n s  a n d  C a m p g r o u n d  h a s  n o  c o m m e r c i a l  p o w e r  
W e  m u s t  u s e  a  3 3  K  w  d i e s e l  g e n e r a t o r  W e  h a v e  a  2 0  K  w  g e n e r a t o r  f o r  a  
s t a n d b y  b a c k  u p  p o w e r  i n  A u g u s t  o f  1 9 9 0  w e  h a d  o n l y  t n e  2 0  K . w  p l a n e  a n a  
d u e  t o  o v e r l o a d i n g  s o  m a n y  t i m e s  i t  p r o c e e d e d  t o  q u i t  d u r i n g  t h e  b u s y  p a r t  
o f  o u r  s e a s o n  I h a d  t o  p u r c h a s e  t h e  3 8  K . w .  a t  t h e  f o o  A n c h o r a g e  p r i c e  o f  
3 2 6 , 0 0 0  0 0  B y  t h e  t i m e  w e  h a d  i t  s h i p p e d  a n a  i n s t a l l e d  w e  h a d  a  t o t a l  d U !  
o f  $ 2 8 , 0 0 0  0 0  D u r i n g  t h e  s u m m e r  o f  1 9 9 1  w e  h a d  a  t o t a l  e x p e n s e  f o r  
g e n e r a t i n g  e l e c t r i c i t y  o f  $ 5 , 5 8 1  4 1  T h i s  f i g u r e  i n c l u d e d  d i e s e l  f u e l ,  o i l ,  
f i l t e r s ,  a n d  m i n o r  p a r t s  B e c a u s e  w e  n a a  p u r c h a s e d  t n e  n e w  G e n e r a t o r  m  
’ 9 9 0  w e  n a d  n o  o r e a k  d o w n  c o s t s  O u r  i a o o r  m a i n t e n a n c e  c o s t s  w e r e  n o t  

f • o u r e o  m  P e r h a p s  t h e  b i g g e s t  p r o b l e m  w i t n  q e n ^ r a n n a  . . -our j w n  
e i e c t n c ’ t y ’ s n o t  t n e  c o s t  o u t  t n e  c o n s t a n t  w o r r y  a n d  e ' e e o : e e ?  m q r * :  
. v a t c n m q  o v e r  t n e  w n o l e  s y s t e m  W h e n  t n e  o - v s  w n o i s -  ■ r: r- 'n  
: n u t s  d o w n  a n q  r n e  m c o m e  s t o p s  m  s o m e  - e v -  u u r m q  p w o o - -  w e  
f i y a  n a n  r, i  r e f u n d  rr-wne*' o u r  c l i e n t ' -

L a s t  v e a r  w e  p a i d  t o  t n e  S t a t e  o f  A l a s k a  c o r p o r a t i o n  r a v e s  - n >c • -  
" e q i s t r a t r o r  re e e ,  a  b  C  B o a r d  r e t a i !  l i q u o r  l i c e n s e  f ~ e  a n a  a  e n s ' ^ e ^ s  
i i c e n s A  r e e  i f  w e  w e r e  t o  q e r  c o m m e r c i a l  p o w e r  o u r  o u s m e s s  n c o r n -



W i t h  t e n  e m p l o y e e s  o n  o u r  p a y r o l l ,  o n e  m u s t  c o n s i d e r  t n e " *  ' m n a i ; r ; .n r n e  
A l a s k a  e c o n o m y  r w o  c t  o u r  e m p l o y e e s  a r e  e n r o l l e d  a t  rn e  • r -  
A n c h o r a g e  F o u r  a r e  e n r o l l e d  a t  t n e  u<y  a  F a i r b a n k s ,  o n e  • e a c n i r,n  - • * n e n !  
i n  A n d e r s o n ,  o n e  i s  l i v i n g  a n d  w o r -  m o  >n F a i r b a n k s  a n d  m y  v i f -  a n o  a r *  
■ w i n g  m  t n e  S a l c n a  a r e a  d u r i n g  t n e  w m re r  T n e r e  i s  n o  a o u b t  t e a r  
A n c h o r a g e  a n d  F a i r b a n k s  r e c e i v e  a  m a i o r  p o r t i o n  o f  t h i s  p a w o i i

a s  t h e  G r i z z l y  B e a r  a d d s  n e w  f a c i l i t i e s  e a c h  y e a r  m e  m o n e y  s o e r r  t o e s  
d i r e c t l y  i n t o  t h e  F a i r b a n k s  a n a  A n c h o r a g e  e c o n o m y  T m s  y e a r  w e  n a n  r. ,  
b r i n g  i n  a  F a i r p a n k s  e n g i n e e r  t o  d e s i g n  o u r  t w o  n e w  s e p t i c  s y s t e m s  w e  
h i r e d  a  l o c * !  f a r k  c o n t r a c t o r  t o  c o n s t r u c t  t h e s e  w e  p u r c h a s e d  a l l
t h e  m a t e r i a l  t o  o u t  l a  t h e s e  s y s t e m s  m  F a i r b a n k s .  T h e  w a s n e d  g r a v e l  w a s  
p u r c h a s e d  f r o m  a  H e a l y  i n d u s t r y  w e  n a v e  c o m p l e t e d  a n o t h e r  n e w  c a b i n  a n d  
a l l  t h e  m a t e r i a l  w a s  p u r c h a s e d  f r o m  F a i r b a n k s  w e  u s e  a  l o c a l  a t t o r n e y  
f r o m  F a i r b a n k s  m  a n y  l e g a l  m a t t e r s  t h a t  c o m e  u p  f r o m  t i m e  t o  t i m e  T n e  
a c c o u n t i n g  f i r m  f l o a t  d o e s  o u r  p a y r o l l ,  a c c o u n t s  a n d  t a x e s  i s  f r o m  F a i r b a n k s

O u r  l i q u o r  s t o r e  p u r c h a s e s  a r e  f r o m  F a i r b a n k s  w h o l e s a l e  d i s t r i b u t o r s  
O u r  g i f t  s h o p  p u r c h a s e s  a r e  p r i m a r i l y  f r o m  A n c n o r a g e  a n d  F a i r b a n k s  b u t  w e  
b u y  f r o m  l o c a l  a n a  s t a t e w i d e  a r t i s a n s  a l s o  A l l  o f  t h e  g r o c e r y  s t o r e  i t e m s  
w e  p u r c h a s e  c o m e  o u t  o f  F a i r b a n k s ,  P a l m e r  a n d  A n c h o r a g e  w h o l e s a l e r s .  T h e  
v e h i c l e s  a n d  l i g h t  p l a n t  g e n e r a t o r s  w e  o w n  w e r e  p u r c h a s e d  m  F a i r b a n k s  
a n d  A n c h o r a g e  T h e  p r o p a n e  a n d  f u e l s  w e  s e l l  a n d  u s e  a r e  p u r c h a s e d  f r o m  
F a i r b a n k s  c o m p a n i e s  O u r  p r i n t i n g  n e e d  a r e  p u r c h a s e d  r > o m  l o c a l  F a i r b a n k s  
p r i n t  s h o p s  T h e  l a u n d r y  s e r v i c e  w e  u s e  f' o r  o u r  o e d  l i n e n  i s  s u p p l i e d  f r o m  
F a i r b a n k s  a n d  A n c h o r a g e  w e  d e a i  w i t h  u t i l i t y  c o m p a n i e s  t . nar  a r e  A l a s k a  
o w n e d  O u r  o  a n  k i n g  i s  d o n e  m  t w o  l o c a l  i v  o w n e d  F a v n a n k s  p a m . s  o u r  l o n g  
r a n g e  s a v i n g s  i n v e s t m e n t s  a r e  o o n ~  w : * n T : n a n c i a !  n v . i - e s  n a v i  n o  l o c a l  
o f f i c e s  O u r  i n s u r a n c e ,  I 1301l 1t y . a u - - -  a n y  w m e ’*:  • o m p ^ r . e a t i o n  i s  
P u r c h a s e d  r’ r o m  A l a s k a  f i r m s  O u r  —r ? ■— r P i n g  i ■ r - - d  r / a i o - ' a i  
F a i r b a n k s  r , r m  1 c o u l d  g o  o n  o u t  : p e i ' e * - ~  f  a r 1 n a v e  c o n v i n c e d  r n e  r e a a e ;

,M »r i M i c i r . - u - :  n r A U rc c r ,  i,*.- :

v r r . " ** J.
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F o r  w h a t e v e r  r e a s o n  t h e  p a s s e a  v e t o  a c t i o n s  o f  f o r m e r  S t a t e  o f  A l a s k a  
G o v e r n o r s  o r  t h e  " o o  n o t  p a s s "  a c t i o n s  o f  f o r m e r  l e g i s l a t o r s ,  i s i n c e r e l y  
r e q u e s t  m a t  w n e n y o u  c o n s i d e r  t n e  E l e c t r i f i c a t i o n  H ‘ O i e . ’.r r r o r n  C a n t w e l l  t o  
! ( C r . i n i r v  v i l l a g e ,  m a t  y o u  k e e p  i n  m i n e  t i ' ist  t h i s  c - r o i e c t  z e e s  n o t  o m v  
o e n e f i r  t n e  v i i i a q e  a r e a  P u t  w i l l  a l s o  D e n e f i t  F a i r p a n k s .  A n c h o r a g e  a n a  t h e  
S t a t e  O f  A l a s k a .  P L E a j E  d U P P G R T  S E N A T E  5ILl N O .  4 2 9

: > m c e r e i v  y o u r s .

J a c k  H R e  i s l a n d
D e n a l i  G r i z z i y  B e a r  C a n  i n s  &  C a m p g r o u n d  
P  0 .  B o x  /
U & f i 3  i i P a r k , A  i3S k s  Qy / r>5
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ALASKA ALASKA STATE 
HBA HOMEBUILDERS ASSOCIATION

M a r c h  5, 199?

T h e  H o n o r a b l e  D r u e  P e a r c e  
C h a i r
L a b o r  a n d  C o m m e r c e  C o m m i t t e e  
T h e  S e n a t e

A l a s k a  S t a t e  L e g i s l a t u r e  
J u n e a u ,  A l a s k a

RE: S B  429

D e a r  S e n a t o r  P e a r c e :

T h e  A l a s k a  S t a t e  H o m e b u i l d e r s  A s s o c i a t i o n  B o a r d  of D i r e c t o r s  
s t r o n g l y  s u p p o r t s  t h e  c o n c e p t  of R a i l b e l t  E n e r g y  F u n d s  b e i n g  u s e d  
in p a r t  f o r  e n e r g y  c o n s e r v a t i o n  p r o g r a m s .  T o  u s e  t h i s  m o n e y  to 
fu n d  o n l y  t h e  g e n e r a t i o n  of  e n e r g y  w i t h o u t  t h o u g h t  g i v e n  t o  t h e  
o t h e r  e n d  o f  t h e  e q u a t i o n  —  t h e  c o n s u m p t i o n  of e n e r g y  —  w o u l d  
s e e m  t o  b e  l e s s  t h a n  p r u d e n t l y  a n d  f i s c a l l y  r e s p o n s i b l e .

T o  m a x i m i z e  t h e  r e s p o n s i b l e  u s e  of t h i s  fund, it w o u l d  a l s o  s e e m  
w i s e  t o  p u t  m o n e y  f o r  e n e r g y  c o n s e r v a t i o n  i n t o  p r o g r a m s  th a t  
a l r e a d y  a r e  in p l a c e  in A l a s k a .  T h e s e  p r o g r a m s  w o u l d  i n c l u d e  
E n e r g y  R a t e d  H o m e s  o f  A l a s k a ,  t h e  A l a s k a  C r a f t s m a n  H o m e  P r o g r a m ,  
a n d  t h e  w e a t h e r i z a t i o n  p r o g r a m .

N e x t  t o  t h e  m o r t g a g e  o n  a home, t h e  s i n g l e  h i g h e s t  c o s t  f o r  o w n i n g  
a h o m e  in A l a s k a  is e n e r g y  c o n s u m p t i o n .  T h e  l a r g e s t  p e r c e n t a g e  of 
t h i s  c o s t  is t o  h e a t  t h e  home. In s o m e  h o u s e h o l d s ,  t h i s  c o s t  can 
be 33% o f  t h e  h o u s e h o l d ' s  i n c ome. T h e r e  a r e  w a y s  t o  c u t  t h i s  cost, 
s o m e  of  t h e m  q u i t e  s i m p l e ,  b u t  t h e y  a l l  r e q u i r e  t h a t  t h e  b u i l d e r s  
a n d  t h e  h o m e o w n e r s  b e c o m e  e d u c a t e d  a b o u t  t h e  p o s s i b i l i t i e s  of 

e n e r g y  c o n s e r v a t i o n  in t h e  h o m e  and t h e  w a y s  t o  a c c o m p l i s h  this. 
T h e  p r o g r a m s  m e n t i o n e d  a b o v e  n o t  o n l y  d o  t his, b u t  t h e y  d o  it v e r y  
well, a n d  t h e i r  c o n t i n u e d  e f f e c t i v e  p r e s e n c e  in t h e  s t a t e  o f  A l a s k a  
ca n  o n l y  b e n e f i t  t h e  p e o p l e  of t h i s  state.

SB 429 c o n t a i n s  $14 m i l l i o n  for e n e r g y  c o n s e r v a t i o n  p r o g r a m s .  It is 
i m p o r t a n t  t h a t  t h i s  m o n e y  b e  m a d e  d i r e c t l y  a v a i l a b l e  to the 
e s t a b l i s h e d  e n e r g y  c o n s e r v a t i o n  g r o u p s  in t h i s  st a t e ,  and t h a t  the 
a m o u n t  i t s e l f  be s u b s t a n t i a l l y  i n c r e a s e d  t o  r e f l e c t  the i m p o r t a n c e  
of t h i s  e n d  of  t h e  e n e r g y  e q u a t i o n .  W e  u r g e  t h e  L a b o r  a n d  C o m m e r c e  
C o m m i t t e e  t o  c o n s i d e r  t h i s  c a r e f u l l y .

7801 S C H O O N  S T R E E T ,  UNIT E • A N C H O R A G E ,  A l A K S A  99518 • (9C7) 322-3605



A l a s k a  A s s o c i a t io n  o f  t h e  t n e r ^ y  t r n n e n c y  m u m m

A PROPOSAL TO GREATS JOBS, AND FUEL ECONOMIC 
DEVELOPMENT THROUGH ENERGY EFFICIENCY

i n  t h e s e  d a y s  when, t h e  S t a t e  i s  f a c e d  w i t h  t h e  n e e d  t o  d o  t h e  sam e 
f o r  l e s s ,  a n d  m a ke  t h e  m a x im u m  u s e  o f  e v e r y  d o l l a r  i t  s p e n d s ,  we 
s h o u ld  s e e k  o u t  w a y 3  t o  m a ke  in v e s t m e n t s  t o d a y  t h a t  w i l l  r e d u c e  
s t a t e  o p e r a t i n g  c o s t s  t o m o r r o w .

A la s k a n s  s p e n d  $ 2 1 3  m i l l i o n  e v e r y  y e a r  t o  h e a t  t h e i r  h o m e s ,  p lu s  
a n o t h e r  $ 1 0 0  m i l l i o n  t o  h e a t  t h e i r  c o m m u n ity  f a c i l i t i e s ,  s t a t e  
b u i l d i n g s ,  o f f i c e s  a n d  c o m m e r c ia l  b u i l d i n g s .  T h e r e  i s  a g r e a t  
o p p o r t u n i t y  f o r  A la s k a  t o  m a ke  e c o n o m ic a l l y  a t t r a c t i v e  in v e s t m e n t s  
i n  e n e r g y  e f f i c i e n c y  a n d  p e r m a n e n t l y  r e d u c e  t h i s  $ 3 1 3  m i l l i o n  d r a i n  
o n  A l a s k a 's  e c o n o m y .

INVESTMENT OPPORTUNITIES 

l o o ' s  o f  J o b s  W i l l  B e  C r e a t e d  F o r  A la s k a n s
A 1 9 8 8  s t u d y  b y  t h e  U n i v e r s i t y  o f  A l a s k a 's  I n s t i t u t e  o f  S o c i a l  & 
E c o n o m ic  R e s e a r c h  s h o w e d  t h a t  s t a t e  s p e n d in g  f o r  e n e r g y  e f f i c i e n c y  
p r o g r a m s  s u c h  a s  W e a t h e r i z a t i o n  c r e a t e s  m o re  j o b s  a n d  p e r s o n a l  
in c o m e  p e r  d o l l a r  s p e n t  t h a n  a n y  o t h e r  t y p e  o f  c a p i t a l  p r o j e c t .  
IS E R 's  s t u d y  s h o w e d  t h a t  18  j o b s ,  o f  o n e  y e a r  d u r a t i o n ,  w e re  
c r e a t e d  f o r  e a c h  $ 1  m i l l i o n  s p e n t .

E f f i c i e n c y  w i l l  G e n e r a t e  E c o n o m ic  D e v e lo p m e n t .
M i l l i o n s  o f  d o l l a r s  w h ic h  a r e  now  b e in g  s e n t  O u t s id e  t o  b u y  h e a t i n g  
o i l  w i l l  s t a y  i n  t h e  s t a t e .  F a m i l i e s  w i l l  h a v e  m o re  m o n e y  i n  t h e i r  
b u d g e t  f o r  o t h e r  e x p e n s e s ,  c r e a t i n g  e x t r a  b e n e f i t s  i n  t h e i r  
c o m m u n i t ie s  t h r o u g h  a n  e c o n o m ic  r i p p l e  e f f e c t .  T h e  S t a t e  w i l l  a l s o  
h a v e  r e d u c e d  o p e r a t i n g  e x p e n s e s ,  m o re  m o n e y  f o r  im p o r t a n t  s e r v i c e s  
l i k e  e d u c a t i o n .

Im p r o v e d  B u i l d i n g s  W i l l  R e d u c e  t h e  S t a t e  O p e r a t i n g  B u d g e t .
S t a t e  o p e r a t e d  f a c i l i t i e s  t h r o u g h o u t  A la s k a  a r e  w a s t i n g  m i l l i o n s  o f  
d o l l a r s  b y  w a s t i n g  e n e r g y .  I m p r o v in g  t h e  e f f i c i e n c y  o f  S t a t e  
f a c i l i t i e s  o f f e r s  o n e  o f  t h e  m o s t  c o s t - e f f e c t i v e  w a y s  t o  r e d u c e  
s t a t e  s p e n d in g ,  w i t h  n o  r e d u c t i o n  o f  s t a t e  s e r v i c e s .  P r o v i d i n g  
f u n d i n g  f o r  im p r o v in g  c o m m u n ity  f a c i l i t i e s  i n  r u r a l  a r e a s  w h ic h  
r e l y  o n  S t a t e  r e v e n u e  s h a r i n g  w i l l  a l s o  s a v e  t h e  S t a t e  m o n e y  i n  t h e  
lo n g  r u n .

T h e  S t a t e  W i l l  P r o t e c t  I t s  I n v e s t m e n t  i n  New H o m e s .
T h e  S t a t e  o f  A la s k a  t h r o u g h  t h e  A la s k a  H o u s in g  F in a n c e  C o r p o r a t i o n
s p e n t  $ 9 0  m i l l i o n  t o  u p g r a d e  a n d  r e p a i r  r e p o s s e s s e d  h o m e s  d u r i n g
t h e  l a s t  r e c e s s i o n ,  h i g h e r  q u a l i t y ,  m o re  d u r a b l e  a n d  e f f i c i e n t
hoS S S  W U i  t 0  f o r  d e c a d e s ,  i n s t e a d  o f  a fe w  y e a r s .H om es u f ia r  a r e  u u n <_ m  ........ *  _ , __________ _
w i l l  a l s o  b e  b u i l t  t o  w i t h s t a n d  t h e  h a r s h  A la s k a  c l i m a t e  " ? o r
d e c a d e s ,  i n s t e a d  o f  a f e w  y e a r s .

P.O. Bov 110021 •  Anchorage,  Alaska 99S11

s  o  * d t
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S u b s t a n d a r d  H o u s in g  W i l l  B e  I m p r o v e d .  .
L i f e  t h r e a t e n i n g  p r o b le m s  s u c h  a s  d e f e c t i v e  h e a t i n g  s y s te m s  a n a  
f a u l t y  w i r i n g  a r e  r e p a i r e d  t h r o u g h  t h e  L o w  In c o m e  W e a t h e r i z a t i o n  
P r o g r a m  e v e r y  d a y .  O t h e r  t y p i c a l  w e a t h e r i z a t i o n  im p r o v e m e n ts  
i n c l u d e  f i x i n g  l e a k y  roots, s e a l i n g  c r a c k s ,  r e p l a c i n g  d o o r s  a n d  
w i n d o w s  a n d  a d d in g  i n s u l a t i o n ,

H o m e le 3 s n e s s  W i l l  B e  P r e v e n t e d .
E x t e n d in g  t h e  u s a b le  l i f e  o f  h o m e s  a n d  m a k in g  s u b s t a n d a r d  h o u s in g  
l i v a b l e ,  i n c r e a s e s  h o u s in g  a v a i l a b i l i t y ,  e s p e c i a l l y  f o r  lo w  in c o m e  
A la s k a n s .  F i x i n g  l i f e  t h r e a t e n i n g  p r o b le m s  a l s o  p r e v e n t s  lo w  in c o m e  
f a m i l i e s  f r o m  h a v i n g  t o  a b a n d o n  t h e i r  h o m e s  a n d  b e c o m in g  h o m e le s s .

P r o g r a m s  V i t a l  t o  t h e  H o u s in g  I n d u s t r y  W i l l  B e  M a in t a in e d .  
P r o f e s s i o n a l  h om e  b u i l d e r s  r e l y  o n  t h e  r e s i d e n t i a l  e f f i c i e n c y  
p r o g r a m s  f o r  t r a i n i n g  r e q u i r e d  b y  t h e  s t a t e  t o  o b t a i n  a 
c o n t r a c t o r ' s  l i c e n s e .  T h e y  a l s o  u s e  t h e  p r o g r a m s  t o  m e e t t h e  
S t a t e ' s  e n e r g y  e f f i c i e n c y  s t a n d a r d  f o r  n e w  h o m e s  a n d  t o  o b t a i n  
f i n a n c i n g  i n c e n t i v e s  o f f e r e d  b y  n a t i o n a l  m o r tg a g e  p r o g r a m s ,

A  New P e r m a n e n t  F u n d .
A p e n n y  s a v e d  i s  a  p e n n y  e a r n e d ,  a s  t h e  o l d  m a x im  g o e s .  A l t h o u g h  
e n e r g y  s a v in g s  t h r o u g h  a  c o m p r e h e n s iv e  e f f i c i e n c y  e f f o r t  c a n  b e  
m e a s u r e d  i n  m i l l i o n s  o f  d o l l a r s  a  y e a r ,  n o t  p e n n ie s ,  T h o s e  e n e r g y  
s a v in g s  a m o u n t  t o  a  n e w  P e r m a n e n t  F u n d  f o r  A l a s k a ,  p a y in g  a n n u a l  
d i v i d e n d s  t o  f a m i l i e s  a n d  r e d u c in g  t h e  s t a t e  a n d  l o c a l  c o m m u n i t ie s '  
o p e r a t i n g  b u d g e t s .

PROPOSED RAILBELT ENERGY FUND ALLOCATION FOR 
ECONOMIC DEVELOPMENT THROUGH ENERGY EFFICIENCY

L o w  In c o m e  W e a t h e r i z a t i o n $ 1 6  m i l l i o n

S t a t e / I n s t i t u t i o n a l  F a c i l i t i e s  
E f f i c i e n c y  U p g r a d e $ 1 0  m i l l i o n

O n g o in g  R e s i d e n t i a l  & B u s in e s s  
E n e r g y  E f f i c i e n c y  P r o g r a m s $ 8 m i l l i o n

R e g io n a l  H o u s in g  A u t h o r i t y  E f f i c i e n c y  
U p g r a d e  o f  New H om es $ 3 m i l l i o n

G r a n t s  t o  U t i l i t i e s  f o r  E n d  U se  
C o n s e r v a t io n $ 2 m i l l i o n

T O T A L ; $ 3 9  m i l l i o n

o  *



119 N. Cushman. Rm. 213 
Fairbanks, Alaska 99701 

(907) 452-3421

STEVE FRANK
A laska J ita ic  ^Cegtslaturc

jS c t ta lc

M E M O R A N D U M

While in Juneau 
P.O. Box V 

Juneau, Alaska 99811 
(9(17) 465-3709 

Capitol Rm. 417

F R O M ; /

D A T E :

S e n a t o r  D r u e  P e a r c e ,  C h a i r  
S e n a t e  L a b o r  &  C o m m e r c e  C o m m i t t e e

S e n a t o r  S t e v e  F r a n k

F l e a r i n g  R e q u e s t  f o r  S B  4 2 9  -  A p p r o p r i a t i n g  m o n i e s  f o r  
e l e c t r i c a l  i n t e r t i e s ,  e n e r g y  c o n s e r v a t i o n  a n d  e l e c t r i f i c a t i o n  
p u r p o s e s

F e b r u a r y  1 9 ,  1 9 9 2

I a m  w r i t i n g  t o  r e q u e s t  a  h e a r i n g  o n  S e n a t e  B i l l  4 2 9  i n  t h e  L a b o r  &
C o m m e r c e  C o m m i t t e e  a t  y o u r  e a r l i e s t  c o n v e n i e n c e .

T h i s  L e g i s l a t i o n  w o u l d  a p p r o p r i a t e  f u n d s  i n  t h e  f o l l o w i n g  w a y s :

1 )  $ 9 0 , 0 0 0 , 0 0 0 .  t o  c o n s t r u c t  t h e  K e n a i / A n c h o r a g e  a n d  
H e a l y / F a i r b a n k s  1 3 8  K V  t r a n s m i s s i o n  l i n e s  w i t h  t h e  
u t i l i t i e s  m a t c h i n g  c o s t s  5 0 / 5 0

2 )  $ 7 , 0 0 0 , 0 0 0 .  a s  g r a n t s  t o  e l e c t r i c  u t i l i t i e s  f o r  e l e c t r i c a l  e n d -  
u s e  c o n s e r v a t i o n  p r o g r a m s
$ 1 0 , 0 0 0 , 0 0 0 .  t o  c a p i t a l i z e  t h e  e l e c t r i c a l  s e r v i c e  e x t e n s i o n  
f u n d

4 )  $ 5 , 0 0 0 , 0 0 0 .  f o r  L o w  i n c o m e  w e a t h e r i z a t i o n
5 )  $ 2 , 0 0 0 , 0 0 0 .  f o r  O n g o i n g  r e s i d e n t i a l  a n d  b u s i n e s s  e n e r g y

e f f i c i e n c y  i m p r o v e m e n t  p r o g r a m s
6 )  $ 2 , 5 0 0 , 0 0 0 .  f o r  e l e c t r i f i c a t i o n  o f  M c K i n l e y  V i l l a g e

W h i l e  n o t  a l l  i n c l u s i v e ,  I h a v e  a t t e m p t e d  t o  t a k e  a  c o m p r e h e n s i v e  a p p r o a c h  
t o  u s e  o f  t h e  R a i l b e l t  e n e r g y  f u n d .

3 )

Thank you for your consideration.
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. BUDGET AHD AUDIT COMMITTEE PHONE (907) 465-3795
M E M O R A N D U M

DATE: February 13, 1992

TO: Sen ator S teve Frank

FROM: Nancy J. Slagle}̂ ]£? 
Fiscal Analyst I

SUBJ: Railbelt Fund Balances

Your staff has asked for the current balance of the Railbelt Intertie Reserve. According to 
the Division of Finance, the balance of the Intertie Reserve is as follows:

110,661,478 AKSAS Balance
580.106 December Interest (not yet posted)

111,241,584 Actual Balance

The interest accruing to the Intertie Reserve has been running over $500,000 a month. The
Januaiy interest computations are being developed now and should be posted by Finance 
within the next two weeks.

The available balance of the Railbelt Energy Fund remains at $2,566,000.
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PROJECT TITLE:
R a i l b e l t  I n t e r t i e s  C o n s t ru c t io n /S ta te  Share

L0CATION:
R a i l b e l t COMPLETION 0ATE: 1996 ELECTION DISTRICT:

92

PROGRAM: Development TYPE: New C on s tru c t io n

FUNDING: CAPITAL REQUEST OPERATING COSTS NEW POSITIONS (PFT):
1002
1003
100t»

J_0°7_
1012

FEDERAL RECEIPTS
GENERAL FUND MATCH
CENERAL FUND 115,275.1*
INTER-AGENCY RECEIPTS
RAILBELT ENERGY FUND

TOTALS: 1 15,275.1
A l l  o pe ra t ing  cos ts  funded 
by user fees (w hee linq  charges)

*R a i1 b e l t  I n t e r t i e  Reserve in the general fund (SLA 1990, Chapter 208, Sect ion  159), in c lu d in g  es t im a ted  I n te r e s t  through 6 /30 /92 .  
PROJECT DESCRIPTION AND JUSTIFICATION:

Tite R a i l b e l t  i n t e r t i e  proposals  c o n s is t  o f  two p r o je c t s :  (1 ) a new 138 kV t ransm iss ion  l i n e  between Anchorage and the Kenai Pen insu la ,  and,
) a new 138 kV t ra nsm iss io n  l in e  between Mealy and Fa irbanks ,  p lus  a d d i t io n a l  e l e c t r i c a l  equipment needed fo r  increased t r a n s fe r  c a p a b i l i t y ,  
e c o n s t ru c t io n  cos t  es t im a te  fo r  the  Anchorage-Kenai l i n e  ranges from $75.1 m i l l i o n  to  $8<*.1 m i l l i o n  in  1991 d o l l a r s ,  depending on re s o lu t io n  

ro u t in g  and r ig h t - o f - w a y  issues. The c o n s t ru c t io n  cos t  es t im a te  f o r  the Hea ly-Fa irbanks l i n e ,  in c lu d in g  assoc ia ted  e l e c t r i c a l  equipment, is  
' . 6  m i l l i o n  in  1991 d o l la r s .  The t o t a l  e s t im a te  in  1991 d o l la r s  th e re fo re  ranges between $152.7 m i l l i o n  and $161.7 m i l l i o n .

se are  the two p ro je c ts  i d e n t i f i e d  in  CH. 208, Sec. 159, SLA 1990, which app ro p r ia ted  $100 m i l l i o n  p lus  i n t e r e s t  earn ings beg inn ing J u ly  1,
0 from the R a i l b e l t  Energy Fund to  a newly c rea ted  R a i lb e l t  I n t e r t i e  Reserve in  the  general fund. Funds deposited  to  the R a i l b e l t  I n t e r t i e
«rve cannot be expended u n t i l  a p p ro p r ia te d  by the L e g is la tu re .  In accordance w i th  the R a i l b e l t  I n t e r t i e  Plan o f  F inance, a u th o r iz a t io n  to
a in  f u tu re  in te r e s t  earned on the a p p ro p r ia t io n  balance i s  a lso  requested.

„  . CAPITAL PROJECTSCP 1
DESCRIPTION 
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A d d i t i o n a l  p - o j e c t  costs w i l l  be f inanced w i t h  revenue bonds to  be repa id  by the p a r t i c i p a t i n g  R a i l b e l t  e l e c t r i c  u t i l i t i e s .

The e x is t in g  l in e  between Anchorage and the Kena I Peninsula runs around the end of Turnagaln Arm v ia  Clrdwood and Portage. I t  Is sub ject to  
wind and avalanche Induced outages, and does not have a good r e l i a b i l i t y  h i s t o r y .  The proposed new l in e  would provide a second connection 
between Anchorage and Soldotna v ia  an a l te rn a t iv e  route th a t  Includes a submarine c ross ing  of Turnagaln Arm. The new l in e  would Improve 
r e l i a b i l i t y ,  Increase transmiss ion c a p a b i l i t y ,  and Improve access to Kenal Peninsula genera ting  resources. Anchorage and Fairbanks 
w i l l  begin to  Import power from tho Kenal Peninsula a f te r  completion of Bradley Lake and are the re fo re  e s p e c ia l ly  concerned th a t  the 
proposed transmission Improvements take p lace . The e x is t in g  s ing le  l in e  connection does not meet p re v a i l in g  Industry  
standards of transmission r e l i a b i l i t y .

Ihe proposed new l in e  between Mealy and Fairbanks plus associated e le c t r i c a l  equipment would Increase the transmission c a p a b i l i t y  between 
Anchorage and Fairbanks while  s u b s ta n t ia l ly  reducing transm iss ion losses. In a d d i t io n ,  the new l in e  combined w ith  the planned 50 MW coal p la n t  
a t Mealy would re s u l t  In a subs tan t ia l  r e l i a b i l i t y  Improvement In the Fairbanks area. Instead of acqu ir ing  most o f I t s  power over a s ing le  
l in e  from Anchorage area p lan ts  over 300 m iles  away, Fairbanks would ob ta in  most o f  I t s  power over two l in es  from 100 miles away. F u r th e r ,  
the Increase In transmission c a p a b i l i t y  w i l l  enable Fairbanks to  meet I t s  f u l l  power requirements w i tho u t  re l iance  on expensive, loca l 
o i l - f i r e d  genera tion .

CPI
ADDITIONAL
EXPLANATION
FORM

ACENCY Dept, of Commerce 4 Economic Development

BRU Alaska Energy A u th o r i ty__________________

COMPONENT _____________  _____
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A l a s k a  E n e r g y  A u t h o r i t y
A  °ecHc CoiDO’a'iCP

February 11,1992

Mr. Rick Solie 
c/o Senator Steve Frank 
P.O. Box V 
Juneau, AK 99811
Re: Railbelt Intertie Cost Escalation
Dear Mr. Solie:
In the Railbelt Intertie Feasibility Study, issued by the Alaska Energy Authority 
(AEA) in March 1991, construction cost estimates for the proposed Railbelt inrertie 
projects were presented in January 1991 dollars as follows:

Soldotna-Anchorage 138 kV $75.1 million
("Enstar" route)

Soldotna-Anchorage 138 kV $84.1 million
(Tesoro" route)

Healy-Fairbanks 138 kV $77.6 million
(incl. SVS additions)

Your request today was for AEA to suggest a reasonable escalation factor for 
expressing these costs in 1992 dollars. A revised estimate based on updated
quotations for major cost components would be good to have but would require
some resources to produce. A rough escalator is less desirable, but at least provides 
some recognition for the general magnitude of cost inflation.
We first consulted the Handy-Whitman Index of Public Utility Construction Costs for 
the Pacific Region. For the category entitled "Total Transmission Plant," the 
following cost indices were reported:

July 1990 308
Jan.1991 304
July 1991 314

Although these indices are reported every 6 months, the January 1992 index is not 
yet available. The figures shown above indicate that the average cost of transmission 
plant in the Pacific region declined slightly between July 1990 and January 1991, but 
increased by 3.3 percent during the 6 months between January 1991 and July 1991. If

□ PO Box AM Jur.eou, Alaska 99811 (907)465-3575
H PO. Sox 190869 701 £ost Tvoor Rood Anchorcoa Aiaska 99519-C869 (907)501-7877



the second half of 1991 mirrored the first half, escalation for the year following our 
January 1991 intertie cost estimates would be about 6.6 percent. These indices are 
volatile, however, and it is hard to guess what the pattern may be for any given 6 
month period.
For comparison, we do have the U.S. Consumer Price Index (CPI) reported by 
month through December 1991. The increase in the CPI between December 1990 
and December 1991 was 3.1 percent.
The foregoing suggests that the intertie costs expressed in January 1991 dollars 
should be increased by at least 3.1 percent to convert the price level to January 1992 
dollars. However, there are two reasons to suggest using a somewhat higher 
escalation factor:
1) Although the Handy-Whitraan index for "total transmission plant" moves 

unevenly, the increase for the first six months following January 1991 was 3.3 
percent, and the following six months might show another increase.

2) If the revised price level is stated as "1992 dollars," rather than "January 1992 
dollars," then an additional 6 months of escalation should be added to the 
estimate (essentially making it a "mid-1992" price level).

Recommendation
To convert the intertie cost estimates from January 1991 to "January 1992" dollars, 
escalate the figures presented in the March 1991 report by 3.5 percent.
To convert the Intertie cost estimates from January 1991 dollars to "1992" dollars (i.e. 
mid-year), escalate the figures presented in the March 1991 report by 5.0 percent.

Mr. Rick Solie
February 11,1992
Page 2

Sincerely,

Richard Emerman 
Senior Economist

cc: Charlie Bussell
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MEMO TO: Representative Mika Navarro

David Hutchens; / \ )  //■ 
ExocutiVB Dlroctct

FROM:

DATE; December 2S, 1991

SUBJECT. Proposed Electric Energy Conservation Program

This is in response to your suggestion that the utilities examine energy conservation alternatives and 
propose a realistic program.

Structure of Program

The simplest, most cost effective approach would be for the administrative agency receiving the 
appropriation to provide reimbursement to utilities for their direct cost In making grants or giving rebates 
to consumers for electric energy conservation measures. If the utilities are given flexibility In shaping and 
administering these programs to fit their service areas, they are willing to absorb their costs ot administering 
these electric energy conservation programs.

Funding Leva)

The railbelt utilities estimate they cuuld effectively use $5 million in this program over tne next three to five 
years. If this program is expanded statewide, an appropriation of S6.3 million would be needed to make the 
same amount of funds available per consumer.

Funds should be allocated to electric utilities eligible to participate In the program on the basis of their 
number of consumers. Any funds allocated to a utility which has made no effort to the money after two 
years should be reallocated to the participating utilities. Again, this allocation should be made on the basis 
of the number of consumers served.

Administration

The funds would be appropriated to a state agency •* preferably the Alaska Energy Auihorrry -  which would 
Implement the program with regulations and monitor the use of the grant funds. We hope this agency would 
establish In its regulations a list of allowaoie electric energy conservation measures which would qualify. 
The regulations should also state the limitations. For example, we recommend that the funds only go 
through utilities certificated by the APUC In the service area (either the railbelt or the whole state), and that 
any grants to individual consumers exceeding 5250 must require an investment by trio consumer In trie 
conservation measure of at least 20%.

We envision a process which could work at minimal cost by having the program parameters known in 
advance and applications tor funds within the utility's allocation has uses within those guidelines would

Allocation

DKMlM'R \( Y IN' Vt'TION 3



receive automatic approval. The administrative agency would need to monitor tne program to make certain 
the expenditure was properly made. Out on a cost reimbursement basis that should be quite simple.

illalfeto.CpnMrYatlpn Mmirca

Essentially any electrical energy and use conservation measure the utility is willing to sponsor and wnlch 
is reasonably believed to have a ‘ payback* In benefits at retail electric rates within five years should be 
allowed, The following lists are programmatic conservation measures we would support:

RESIDENTIAL ELECTRIC ENERGY CONSERVATION MEASURES

Storage Water Heating
W ate r H ea te r B lanket
High Efficiency Lighting
High Efficiency Refrigerators
Low Row Showertiearis
Duct and  P ip e  Insulation
DLC of W ater H eaters
Energy Efficient Washers and Dryers
High Efficiency Freezers
Automatic Controls
Window Treatments
Insulation
Load Management Thermostats 
Programmable Controllers 
Dual Fuel HeatJng System 
Ceramic Heat Storage 
Heat Recovery Water Heaters 
Energy Efficient Cooking Appliances 
Security Lighting 
Infiltration Control Measures 
Slab Heating
Storm Windows and Doors
Add-on Heat Pumps
High Efficiency Air Conditioner
Task Heating
Zoned Resistance Heating
Passive Solar De ;ign
Solar Domestic Water Heating
Groundwater Source Heat Pump
High Efficiency Air Source Heat Pump
Room Heat Pump
Ground Coupled Heat Pump
Daylightlng
Active Solar Space Heating

COMMERCIAL/INDUSTRIAL ELECTRIC ENERGY CONSERVATION MEASURES

Efficient Building Envelope 
Energy Efficient Street Lighting 
Energy Efficient Lighting Fixtures 
Energy Efficient Lighting Lamps 
Energy Management Systems 
Commercial Refrigeration



PROJECT TITLE:
E le c t r ic a l  Serv lco Extonsion Fund

LOG AT 1 Off: Staten!de COMPLETION DATE: ELECT ION DISTRICT: 99

PR0CRAH: Energy Development TYPE: Hon Construct ion

FUND INC: CAPITAL REQUEST OPERATING COSTS
1002
1003
IOOS
1007

FEDERAL RECEIPTS
GENERAL FUND HATCH
CENERAL FUND 10,000.0
INTER-AGENCY RECEIPTS

TOTALS: 10.000.0
A l l  opera t ing  costs  to  bo 
funded by user foes_______

NEW POSITIONS (PFT):

PROJECT DESCRIPTION AND JUSTIFICATION:

During the 1991 le g is la t i v e  session, House B i l l  226 (HB 226) was adopted by the L e g is la tu re  and subsequently signed In to  law. 1IB 226 created a new 
program, the E le c t r i c a l  Service Extension Grant Program and es tab l ished  the E le c t r i c a l  Serv ice  Extension Fund {AS SS.83.370) in  the Alaska Energy 
A u th o r i t y  (AEA). The Fund cons is ts  on ly  o f  money approp r ia ted  to  I t  by the L e g is la tu re .  I n i t i a l  year funding o f  $1,000,000 nas appropria ted  fo r
l in e  extens ion  matching grants dur ing  FY92. F i r s t  p r i o r i t y  uso o f  g rant funds Is  on ly  fo r  extending e le c t r i c a l  se rv ice  to  p r iv a te  residences and
small businesses not c u r re n t ly  served by an e l e c t r i c  u t i l i t y ,  and as a second p r i o r i t y ,  f o r  making improvements to  e x is t in g  u t i l i t i e s .

AEA admin is ters  the E le c t r ic a l  Service Extension fund and makes grants  from the fund to  c e r t i f i e d  u t i l i t i e s  under the fo l lo w in g  s ta tu to ry  
c r i t e r i a :  1) the amount o f a g ran t  made from the Fund may no t exceed 60S o f  the to ta l  cos t  o f  c o n s t ru c t io n  of the p ro je c t  and 2) the costs con­
s idered In making the g rant may not Include costs o f  p lann ing ,  f e a s i b i l i t y  s tu d ie s ,  o r des ign. In a d d i t io n ,  the u t i l i t y  rece iv ing  the grant may
charge an I n i t i a l  connection fee fo r  the new e le c t r i c a l  so rv lce  being made a v a i la b le .

CAPITAL PROJECTSCPI DESCRIPTION

PRIORI IV 9 OF 20
ACENCY Dept, o l  Commerce & E c o o o t I c  Development 

I1HU Alaska Energy A u th o r i ty __________________

Page I o f  2

Revised Date

FY 93

IS 7*1/0116911 1



AEA w i l l  begin making grants  from the fund dur ing  October, 1991. Based on the approxImate 1 y $29 m i l l i o n  in  grant requests from 
e l i g i b l e  e le c t r i c  u t i l i t i e s  and p o te n t ia l  p u b l ic  to be served, wo a n t ic ip a te  no remaining FY92 g ran t  monies to  ca r ry  over in to  FY93. Because 
o f  the l im i te d  funding made a va i la b le  fo r  grants dur ing  FY92 and the largo number of e l i g i b l e  a p p l ic a t io n s  to  be considered, the FY93 
a pp ro p r ia t ion  leve l o f the E le c t r i c a l  Service Extension Fund is  requested at J10 m i l l i o n .
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; WALTER J. HICK EL, GOVERNOR

DEPT. O F C O m irm T  &REGIO\MX AFFAIRS ENERGY PROGRAMS 
333 W 4TH AVE . SUITE 320 
ANCHORAGE, ALASKA 99501-2341 
PHONE: (907) 2G9-4500 
FAX: (907) 269-4520

Rural Development Division

F e b r u a r y  18, 1992

R i c h a r d  S o l i e  

O f f i c e  o f  S e n a t o r  F r a n k  
P.O. B o x  V 

J u n e a u .  A K  9 9 8 1 1

D e a r  Mr. S o l i e ,

T h i s  is in r e s p o n s e  t o  y o u r  r e q u e s t  for i n f o r m a t i o n  o n  the
D e p a r t m e n t  of C o m m u n i t y  arid R e g i o n a l  A f f a i r s ’ e n e r g y  e f f i c i e n c y

p r o g r a m s  a n d  a n  a n a l y s i s  of t h e  c o n s e r v a t i o n  a n d  d e m a n d - s i d e  

p r o g r a m s  c o n t a i n e d  in H o u s e  B i l l  77. Y o u  a l s o  a s k e d  m e  w h a t
s e r v i c e s  w o u l d  be p r o v i d e d  if a l l o c a t i o n s  c o n t a i n e d  in t h e  b i l l  are 

a p p r o p r i a t e d  as w e l l  t h e  e f f e c t  o f  r e d u c i n g  o r  i n c r e a s i n g  t h e s e  

l e v e l s .

It is a p p r o p r i a t e  t h a t  i n  i n v e s t i g a t i n g  t h e  p o t e n t i a l  u s e s  f o r  the 
r a i l b e l t  e n e r g y  f u n d s  d e m a n d - s i d e  o p t i o n s  a r e  c o n s i d e r e d .  S t u d i e s  
h a v e  s h o w n  t h a t  e n e r g y  e f f i c i e n c y  is v e r y  p r a c t i c a l  a n d  

e c o n o m i c a l l y  a t t r a c t i v e .  L e t  m e  c i t e  f r o m  s o m e  o f  t h e  n u m e r o u s  

s t u d i e s  o f  e n e r g y  p r o g r a m s  c o n d u c t e d  b y  s t a t e  a g e n c i e s  a n d

i n d e p e n d e n t  s o u r c e s :

* T h e  U n i v e r s i t y  of A l a s k a ’s I n s t i t u t e  of S o c i a l  a n d  E c o n o m i c

R e s e a r c h  f o u n d  t h a t  s t a t e  s p e n d i n g  f o r  e n e r g y  e f f i c i e n c y  
p r o g r a m s  s u c h  a s  w e a t h e r i z a t i o n  c r e a t e s  m o r e  j o b s  a n d  p e r s o n a l  
i n c o m e  p e r  d o l l a r  o u t l a y  t h a n  a n y  o t h e r  t y p e  o f  c a p i t a l  

p r o j e c t .

* J a c k  K r e i n h e d e r ,  S e n i o r  P o l i c y  A n a l y s t  f o r  t h e  G o v e r n o r ’s
O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  p r o j e c t e d :  "A c o m p r e h e n s i v e  

e n e r g y  e f f i c i e n c y  p r o g r a m  c o u l d  y i e l d  a 2 0 - 3 0  p e r c e n t  a n n u a l  
r e t u r n  o n  t h e  f u n d s  i n v e s t e d - t w o  to t h r e e  t i m e s  t h e  e a r n i n g s  

r a t e  o f  t h e  P e r m a n e n t  F u n d . "

* B u s i n e s s W e e k  m a g a z i n e  r e p o r t e d  t h a t  in the l o w e r  48

i n v e s t m e n t s  in c o n s u m e r  r e b a t e s  f o r  d e m a n d - s i d e  m e a s u r e s  n e t s  

a 1 1 . 2 %  r e t u r n  o n  i n v e s t m e n t .

* I n  F a i r b a n k s ,  t h e  i n t e g r a t e d  r e s o u r c e  p l a n  d e v e l o p e d  for
G o l d e n  V a l l e y  E l e c t r i c  A s s o c i a t i o n  ( G VEA) b y  C H 2 M  H I L L  
c o n c l u d e d  t h a t  " c o n s e r v a t i o n  a p p e a r s  to be t h e  l e a s t  c o s t  

r e s o u r c e  a v a i l a b l e  t o  G V E A . "
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In l o o k i n g  f o r  m e a n s  t o  r e d u c e  e l e c t r i c a l  c o s t s  for c o n s u m e r s  it is 

a l s o  a p p r o p r i a t e  to a d d r e s s  s p a c e  h e a t i n g .  A r e c e n t  s t u d y  b y  t h e  

U n i v e r s i t y  of A l a s k a  f o u n d  t h a t  in 1990, A l a s k a n ’s w h o  h e a t e d  t h e i r  

h o m e s  p r i m a r i l y  w i t h  e l e c t r i c i t y  s p e n t  o v e r  $ 5 0 . 3  m i l l i o n  f o r  h e a t .  

T h i s  f i g u r e  d o e s  n o t  r e f l e c t  t h e  c o s t s  of h o m e o w n e r s  w h o  u s e  
e l e c t r i c  s p a c e  h e a t e r s  as a s u p p l e m e n t a l  h e a t i n g  s o u r c e .

1 h a v e  a d d r e s s e d  the p r o g r a m s  in t h e  o r d e r  t h e y  a r e  c o n t a i n e d  in 

t h e  p r o p o s e d  l e g i s l a t i o n .

L O W  I N C O M E  W E A T H E R I Z A T I O N

P r o g r a m  t h a t  h a s  b e e n  in e x i s t e n c e  s i n c e  1977 a n d  f u n d e d  w i t h  a 

c o m b i n a t i o n  o f  s t a t e  a n d  f e d e r a l  f u n d s .  T h i s  p r o g r a m  d i f f e r s  
s i g n i f i c a n t l y  f r o m  o t h e r  e n e r g y  a s s i s t a n c e  p r o g r a m s  in t h a t  it 

p e r m a n e n t l y  u p g r a d e s  t h e  a s s i s t e d  f a m i l i e s *  h o m e s  to r e d u c e  energy- 
w a s t e  i n s t e a d  o f  s u b s i d i z i n g  e n e r g y  u s e .  It m a k e s  t h e  m o s t  c o s t -  

e f f e c t i v e  i m p r o v e m e n t s  t o  h o m e s  o f  l o w  i n c o m e  f a m i l i e s .  P r i o r i t y  

is p l a c e d  u p o n  s e n i o r  c i t i z e n s  a n d  t h e  h a n d i c a p p e d .  F i s c a l  Y e a r  

1 9 9 2  f u n d i n g  f o r  t h e  p r o g r a m :  $2 m i l l i o n  i n  s t a t e  f u n d s  t h r o u g h  t h e  
c a p i t a l  b u d g e t  a n d  $ 1 . 8  m i l l i o n  in f e d e r a l  f u n d s .  T h i s  r e s u l t s  in 
o v e r  1 , 4 0 0  h o u s e h o l d s  f r o m  K e t c h i k a n  t o  P o i n t  L a y  r e c e i v i n g  

a s s i s t a n c e .  T h i s  is no w a y  m e e t s  t h e  d e m a n d  f o r  t h e  p r o g r a m .  T h e  
1 9 9 2  C o m p r e h e n s i v e  H o u s i n g  A f f o r d a b i l i t y  S t r a t e g y  c o m p l e t e d  b y  t h e  
A l a s k a  H o u s i n g  F i n a n c e  C o r p o r a t i o n  f o u n d :  " W e a t h e r i z a t i o n  p r o g r a m s  
b o t h  f e d e r a l  a n d  s t a t e  f u n d e d  a r e  h e l p i n g  l o w e r  i n c o m e  A l a s k a n s  
l o w e r  t h e i r  e n e r g y  c o s t s .  T h e s e  p r o g r a m s  t o o  l a c k  a d e q u a t e  f u n d i n g  
f o r  t h e  d e p t h  o f  n e e d . "  In F a i r b a n k s ,  i n a d e q u a t e  f u n d i n g  r e s u l t e d  
in 1 0 9  e l i g i b l e  f a m i l i e s  w h o  a p p l i e d  f o r  t h e  p r o g r a m  t h i s  y e a r  n o t  

b e i n g  s e r v e d .

T h e  S7 m i l l i o n  p r o p o s e d  in H o u s e  B i l l  77 w o u l d  b a s i c a l l y  m a i n t a i n  
t h e  p r o g r a m  at its c u r r e n t  l e v e l  f o r  a p e r i o d  of t h r e e  y e a r s .  S u c h  

a n  a p p r o p r i a t i o n  w o u l d  r e s u l t  in o v e r  2 , G O O  h o u s e h o l d s  r e c e i v i n g  
a s s i s t a n c e  to r e d u c e  t h e i r  h e a t i n g  b i l l s .  $ 1 0  m i l l i o n  a l l o c a t e d  to 
t h e  p r o g r a m  c c u l d  e x p a n d  t h e  p r o g r a m  to mee± _the c u r r e n t  d e m a n d  o r  

be u s e d  to e x t e n d  t h e  p r o g r a m  f o r  f i v e  y e a r s  at its p r e s e n t  l e v e l  

o f  s u p p o r t .  A n  a p p r o p r i a t i o n  at t h i s  l e v e l  w o u l d  r e s u l t  in o v e r  
3 , 7 0 0  h o u s e h o l d s  r e c e i v i n g  a s s i s t a n c e .  A n y  a p p r o p r i a t i o n  l e s s  t h a n  

$7 m i l l i o n  w o u l d  r e d u c e  t h e  p e r i o d  of t i m e  t h a t  t h e  p r o g r a m  w o u l d  

b e  s u p p o r t e d  t h r o u g h  t h e  a p p r o p r i a t i o n .  In its b u d g e t  p l a n n i n g  t h e  

D e p a r t m e n t  of C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  b e l i e v e s  t h e  p r o g r a m  
c a n  e f f e c t i v e l y  u s e  $10 m i l l i o n  i n  s t a t e  f u n d s  o v e r  t h r e e  y e a r s .

I N S T I T U T I O N A L  F A C I L I T I E S
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O M B  S t a f f  P r o p o s a l

T h e  S t a t e  of A l a s k a  s p e n d s  m i l l i o n s  of d o l l a r s  a n n u a l l y  in i t s  

o p e r a t i n g  b u d g e t  p a y i n g  h e a t i n g  a n d  e l e c t r i c i t y  b i l l s  f o r  s t a t e  a n d  

l o c a l  f a c i l i t i e s .  T h e  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  e s t i m a t e s  

t h a t  it is r e a l i s t i c a l l y  p o s s i b l e  to r e d u c e  the u t i l i t y  b i l l s  o n  
s t a t e  f a c i l i t i e s  b y  $8 to $10 m i l l i o n  p e r  y e a r .  Mr. K r e i n h e d e r  o f  

t h a t  o f f i c e  e s t i m a t e d  t h a t  a c h i e v i n g  t h i s  l e v e l  of s a v i n g s  c o u l d  
r e q u i r e  i n v e s t i n g  a p p r o x i m a t e l y  $25 - $ 3 5  m i l l i o n  o v e r  a p e r i o d  o f  

y e a r s .  H e  a l s o  e s t i m a t e d  t h a t  a n  a p p r o p r i a t i o n  in t h e  r a n g e  of $2 
- 5 m i l l i o n  r a n g e  w o u l d  a l l o w  " s u b s t a n t i a l  r e d u c t i o n s  in e n e r g y  

c o s t s  to be a c h i e v e d  f a i r l y  q u i c k l y . "  I h a v e  a t t a c h e d  a c o p y  o f  a 
m e m o  f r o m  Mr. K r e i n h e d e r  in w h i c h  he o u t l i n e s  h o w  a s t a t e  f a c i l i t y  

e n e r g y  d e m a n d - s i d e  m a n a g e m e n t  p r o g r a m  c o u l d  w o r k .

R u r a l  C a p i t a l  P r o j e c t s  R e t r o f i t  P r o g r a m

T h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  m a n a g e s  a p r o g r a m  
a i m e d  at r u r a l  c o m m u n i t y  f a c i l i t i e s .  T h e  p r o g r a m  o f f e r s  e n e r g y  
a u d i t s  o f  f a c i l i t i e s ,  l i g h t i n g  i m p r o v e m e n t s ,  h e a t i n g  s y s t e m  t u n e -  

u p s  a n d  i n c r e a s e s  in i n s u l a t i o n  l e v e l s .  P i l o t  p r o j e c t s  e n a b l e d  

e x p a n d e d  u s e  of t h e  f a c i l i t i e s  w h i l e  r e d u c i n g  e n e r g y  c o s t s  b y  o v e r  
35%. T h e  p r o g r a m  w o r k s  w i t h  t h e  c o m m u n i t y  in i d e n t i f y i n g  t h e  n e e d  

f o r  che w o r k ,  u s e s  l o c a l  l a b o r  a n d  is m a t c h e d  w i t h  l o c a l  f u n d s .  
T h e  p r o g r a m  h a s  b e e n  s u p p o r t e d  w i t h  o n e  t i m e  o n l y  f e d e r a l  c o u r t  o i l  

o v e r c h a r g e  s e t t l e m e n t  f u n d s  w h i c h  w i l l  s o o n  be d e p l e t e d .  O t h e r  

f u n d i n g  is e s s e n t i a l  t o  k e e p  t h i s  h i g h l y  s u c c e s s f u l  p r o g r a m  

o p e r a t i n g .  In its c a p i t a l  b u d g e t  p l a n n i n g  t h e  D e p a r t m e n t  e s t i m a t e d  
t h e  p r o g r a m  n e e d e d  a $5 m i l l i o n  a p p r o p r i a t i o n  f o r  a t h r e e  p e r i o d .

G R A N T S  T O  U T I L I T I E S  F O R  E N D - U S E  C O N S E R V A T I O N  P R O G R A M S

I u n d e r s t a n d  t h a t  t h e  u t i l i t i e s  h a v e  d e v e l o p e d  a w o r k i n g  g r o u p  to 
d e v e l o p  a p r o p o s a l  f o r  t h e  u s e  o f  f u n d s  in t h i s  are a .  T h e  
D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  b r o u g h t  t h e  c o n c e p t  o f  

d e m a n d - s i d e  p l a n n i n g  to t h e  p u b l i c ' s  a t t e n t i o n  t h r o u g h  a c o n f e r e n c e  
h e l d  i n  1 9 8 7  a n d  h a s  w o r k e d  w i t h  u t i l i t i e s  r a n g i n g  f r o m  C h u g a c h  

E l e c t r i c  A s s o c i a t i o n  to t h e  C o p p e r  V a . l l e y ~ E l e c t r i c  A s s o c i a t i o n  in 
d e v e l o p i n g  d e m a n d - s i d e  p l a n s  a n d  u n d e r t a k i n g  d e m a n d - s i d e  

c o n s e r v a t i o n  p r o g r a m s .

O N G O I N G  R E S I D E N T I A L  A N D  B U S I N E S S  E N E R G Y  E F F I C I E N C Y  P R O G R A M S

T h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  o f f e r s  a 
c o m p r e h e n s i v e  a p p r o a c h  f o r  i m p r o v i n g  t h e  q u a l i t y  a n d  e n e r g y  

e f f i c i e n c y  of h o u s i n g  in A l a s k a .  T h i s  e f f o r t  f e a t u r e s  m a r k e t  

d r i v e n  e f f o r t s  t h r o u g h  a p u b l i c / p r i v a t e  p a r t n e r s h i p  w i t h  the 
s t a t e ’s h o u s i n g  i n d u s t r y .  P r o g r a m  e l e m e n t s  i n c l u d e :
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E N E R G Y  R A T E D  H O M E S  O F  A L A S K A  - P r i v a t e / p u b l i c  p a r t n e r s h i p  

s p o n s o r e d  b y  t h e  D e p a r t m e n t  o f  C o m m u n i t y  a n d  R e g i o n a l  

A f f a i r s .  It is a n a t i o n a l l y  r e c o g n i z e d  i n n o v a t i v e  m a r k e t  

d r i v e n  p r o g r a m  t h a t  a s s i s t s  A l a s k a n s  to a f f o r d  h i g h e r  

q u a l i t y ,  e n e r g y  e f f i c i e n t  h o m e s  t h r o u g h  u n i f o r m  r a t i n g  of 

h o m e s  a c c o r d i n g  t o  t h e i r  e n e r g y  e f f i c i e n c y .

U s e  b y  t h e  P r i v a t e  S e c t o r :  (1) T h e  p r o g r a m  is v i e w e d  by t h e  
s t a t e ' s  h o u s i n g  i n d u s t r y  a n d  f i n a n c i n g  a g e n c i e s  as b e i n g  

i n t e g r a l  to t h e  c u r r e n t  h o u s i n g  m a r k e t ,  (2) U s e d  b y  
h o n e b u y e r s  t o  d e t e r m i n e  t h e  e n e r g y  e f f i c i e n c y  o f  h o m e s  t h e y  
a r e  p u r c h a s i n g  a n d  r e c e i v e  c r e d i t  i n  t h e  m o r t g a g e  l o a n  for a n  
e n e r g y  e f f i c i e n t  hom e ,  (3) T o  a l l o w  t h e  r o l l i n g  in t h e  c o s t s  

o f  u p g r a d i n g  t h e  e n e r g y  e f f i c i e n c y  i n t o  t h e  m o r t g a g e  l o a n  w h e n  
p u r c h a s i n g  a n  e x i s t i n g  h o m e .  (4) P r o v i d e s  r e c o m m e n d a t i o n s  to 

h o m e o w n e r s  o n  c o s t - e f f e c t i v e  w a y s  t o  u p g r a d e  c u r r e n t  h o m e  a n d  

r e c e i v e  f i n a n c i a l  a s s i s t a n c e  in u n d e r t a k i n g  t h e  i m p r o v e m e n t s .

I n s t i t u t i o n a l  U s e :  (1) U s e d  b y  t h e  A l a s k a  H o u s i n g  F i n a n c e  
C o r p o r a t i o n  a n d  F H A  to d e t e r m i n e  w h e t h e r  a n e w l y  b u i l t  h o m e  
c o m p l i e s  w i t h  t h e  s t a t e  m i n i m u m  e n e r g y  e f f i c i e n c y  s t a n d a r d .  
(2) U s e d  b y  r e g i o n a l  h o u s i n g  a u t h o r i t i e s  a c r o s s  t h e  s t a t e  t o  
d e t e r m i n e  t h e  m o s t  c o s t - e f f e c t i v e  e n e r g y  u p g r a d e s  f o r  

s u b s t a n d a r d  H U D  h o m e s .

T h e  p r o g r a m  h a s  b e e n  a l s o  f u n d e d  w i t h  o n e  t i m e  f e d e r a l  o i l  

o v e r c h a r g e  s e t t l e m e n t  f u n d s  w h i c h  w i l l  s o o n  be d e p l e t e d .  
O t h e r  f u n d i n g  is v i t a l  to k e e p  t h i s  h i g h l y  s u c c e s s f u l  p r o g r a m  

o p e r a t i n g .

A L A S K A  C R A F T S M A N  H O M E  P R O G R A M  - N a t i o n a l l y  r e c o g n i z e d  

n o n - p r o f i t  o r g a n i z a t i o n  f u n d e d  t h r o u g h  t h e  D e p a r t m e n t  
t h a t  t e a c h e s  t h e  l a t e s t  b u i l d i n g  t e c h n o l o g y  f o r  n o r t h e r n  
c l i m a t e s .  P r o g r a m  d e v e l o p e d  s t a n d a r d  f o r  t h e  o p t i m u m  
e n e r g y  e f f i c i e n c y  f o r  t h e  s t a t e .  H o m e s  b u i l t  to t h e  
p r o g r a m ’s v o l u n t a r y  s t a n d a r d  c o s t  6 0 - 8 0 %  l e s s  to hea t .

T h e  p r o g r a m  is s e e n  as t h e  o p t i o n  -cf— c h o i c e  f o r  h o m e  

b u i l d i n g  i n d u s t r y  to m e e t  t r a i n i n g  r e q u i r e m e n t  f o r  s t a t e  

l i c e n s i n g .

H U D  I N I T I A T I V E  - P a r t n e r s h i p  w i t h  t h e  f e d e r a l  
t o  i m p r o v e  q u a l i t y  a n d  e n e r g y  e f f i c i e n c y  

f i n a n c e d  t h r o u g h  F H A  a n d  p u b l i c  h o u s i n g ,  

m e m o r a n d u m s  o f  a g r e e m e n t  b e t w e e n  H U D  a n d  t h e  
o f  C o m m u n i t y  a n d  R e g i o n a l  A f f a i r s  t h e  

f e a t u r e s :  a g r e e m e n t  t h a t  a l l  n e w  h o u s i n g

g o v e r n m e n t  
o f  h o m e s  

T h r o u g h  
D e p a r t m e n t  

i n i t i a t i v e  

f i n a n c e d
t h r o u g h  H U D  w i l l  c o m p l y  w i t h  s t a t e ’s e n e r g y  e f f i c i e n c y  
s t a n d a r d ,  c r e d i t i n g  of h o m e ’s e n e r g y  e f f i c i e n c y  in F H A

■.yjcikivJ.
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m o r t g a g e s ,  a n d  a m a j o r  r e t r o f i t  p r o g r a m  for s u b s t a n d a r d  
r u r a l  h o u s i n g .

T h e  D e p a r t m e n t  a l s o  o f f e r s  a p r o g r a m  to a s s i s t  s m a l l  b u s i n e s s e s  in 
b e c o m i n g  m o r e  c o m p e t i t i v e  t h r o u g h  e n e r g y  e f f i c i e n c y ,  t h e  B u s i n e s s  

E n e r g y  A s s i s t a n c e  T e a m .  T h e  p r o g r a m s  o f f e r s  e n e r g y  a u d i t s  of

b u s i n e s s e s  a n d  r e b a t e s  t o  m a k e  c o s t - e f f e c t i v e  i m p r o v e m e n t s  
r e c o m m e n d e d  b y  t h e  a u d i t .

T h e  $3 m i l l i o n  c o n t a i n e d  in H o u s e  B i l l  77 f o r  t h e s e  p r o g r a m s  w o u l d  
c o n t i n u e  t h e  p r o g r a m s  f o r  a n o t h e r  t h r e e  y e a r s .  I n  p r e p a r i n g  i t s  

1 9 9 3  c a p i t a l  p r o j e c t  r e q u e s t  t h e  D e p a r t m e n t  c o n c l u d e d  t h a t  a n  o n e ­

t i m e  i n v e s t m e n t  of $5 m i l l i o n  f o r  t h e s e  p r o g r a m s  o v e r  t h r e e  y e a r s  

w o u l d  b e  r e q u i r e d  t o  f u l l y  i n c o r p o r a t e  e n e r g y  e f f i c i e n c y  i n t o  t h e  
h o u s i n g  m a r k e t .

I h a v e  n o t  b e e n  a b l e  t o  u n c o v e r  t h e  s p e c i f i c  p u r p o s e  of t h e  $2 
m i l l i o n  in H o u s e  B i l l  77 f o r  g r a n t s  f o r  e n e r g y  e f f i c i e n c y  

i m p r o v e m e n t s  u n d e r  A S  3 7 . 0 5 . 3 1 6  o r  A S  3 7 . 0 5 . 3 1 7 .  In d i s c u s s i o n s  

w i t h  s t a f f  a n d  o t h e r s  w h o  w e r e  i n v o l v e d  w i t h  d r a f t i n g  the b i l l  I 
f o u n d  t h a t  t h e r e  w a s  a g e n e r a l  i n t e n t  to a l l o c a t e  $5 m i l l i o n  f o r  
o n g o i n g  e n e r g y  p r o g r a m s  a d m i n i s t e r e d  b y  t h e  D e p a r t m e n t  o f  C o m m u n i t y  
a n d  R e g i o n a l  A f f a i r s .  A f t e r  r e v i e w i n g  t h e  l a n g u a g e  in H o u s e  B i l l  
77 t h i s  c o u l d  n o t  b e  d o n e  w i t h  t h e  c u r r e n t  w o r d i n g .  I f  t h i s  is t h e  

g o a l  it w o u l d  be b e t t e r  to c o n s i d e r  s h i f t i n g  t h e  $2 m i l l i o n  i n t o  
t h e  o n g o i n g  e n e r g y  i m p r o v e m e n t  p r o g r a m s  l i n e  item.

I h o p e  t h a t  t h i s  l e t t e r  p r o v i d e s  t h e  i n f o r m a t i o n  t h a t  y o u  w e r e  
l o o k i n g  for. F o r  y o u r  i n f o r m a t i o n  I h a v e  e n c l o s e d  c o p i e s  o f  

r e s e a r c h  c o m p l e t e d  b y  t h e  I n s t i t u t e  o f  S o c i a l  a n d  E c o n o m i c  R e s e a r c h  
o n  t h e  j o b  c r e a t i o n  o f  e n e r g y  e f f i c i e n c y  p r o g r a m s  a n d  w h a t  
A l a s k a n ' s  s p e n t  in 1 9 9 0  t o  s t a y  w a r m .  If y o u  n e e d  a d d i t i o n a l  
i n f o r m a t i o n  p l e a s e  g i v e  m e  a c a l l  a t  2 6 9 - 4 6 3 2 .

Sincerelv-T-

E n e r g y  P r o g r a m s

E n c l o s u r e s

cc: E d g a r  B l a t c h f o r d ,  C o m m i s s i o n e r

R o b e r t  L. B r e a n ,  D i r e c t o r



MEMORANDUM State of Alaska
O f f i c e  o f  t h e  G o v e r n o r

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  

O f f i c e  o f  t h e  D i r e c t o r

TO: J .  S h e l b y  S t a s t n y
D i r e c t o r
Office of Management & Budget

D A T E :  F e b r u a r y  7 ,  1 9 9 1

FROM: J a c k  K r e i n h e d e r
S e n i o r  P o l i c y  A n

P H O N E :  4 6 5 - 3 5 6 8

s u b j e c t : C a p i t a l  B u d g e t  F u n d i n g  t o  R e d u c e  E n e r g y  C o s t s

S u m m a r y  a n d  R e c o m m e n d a t i o n s

T h e  S t a t e  o f  A l a s k a  s p e n d s  i n  e x c e s s  o f  $ 4 0  m i l l i o n  p e r  y e a r  o n  e n e r g y  f o r  S t a t e  
b u i l d i n g s ,  v e h i c l e s ,  a n d  t h e  P o w e r  C o s t  E q u a l i z a t i o n  p r o g r a m .  I m p r o v i n g  t h e  
e f f i c i e n c y  o f  S t a t e  e n e r g y  u s e  o f f e r s  o n e  o f  t h e  m o s t  c o s t - e f f e c t i v e  w a y s  t o  r e d u c e  
S t a t e  s p e n d i n g ,  w i t h  l i tt le  o r  n o  i m p a c t  o n  p u b l i c  s e r v i c e s .  A s  y o u  k u o w ,  n e a r l y  e v e r y  
S t a t e  p r o g r a m  h a s  a  c o n s t i t u e n c y  w h i c h  m a k e s  it d i f f i c u l t  t o  c u t  s p e n d i n g .  T h e  o n l y  
b e n e f a c t o r s  o f  w a s t e f u l  S t a t e  e n e r g y  u s e  a r e  t h e  p o w e r  c o m p a n i e s  a n d  t h e  o i l  
d e a l e r s ,  a n d  t h e y  c a n ' t  r e a l l y  c o m p l a i n  a b o u t  t h e  S t a t e  m a k i n g  i ts  o p e r a t i o n s  m o r e  
e f f i c i e n t .

A  c o m p r e h e n s i v e  e n e r g y  e f f i c i e n c y  p r o g r a m  c o u l d  y i e l d  a  2 0 - 3 0  p e r c e n t  a n n u a l  r e t u r n  
o n  t h e  f u n d s  i n v e s t e d — t w o  t o  t h r e e  t i m e s  t h e  e a r n i n g s  r a t e  o f  t h e  P e r m a n e n t  F u n d .  
P r e v i o u s  S t a t e  e f f o r t s  t o  r e d u c e  e n e r g y  c o s t s ,  w i t h  l i m i t e d  e x c e p t i o n s ,  h a v e  b e e n  
s p o r a d i c  at  b e s t ,  a n d  e x a m p l e s  o f  w a s t e f u l  e n e r g y  u s e  i n  S t a t e  f a c i l i t i e s  a r e  c o m m o n .

A c c u r a t e l y  e s t i m a t i n g  t h e  p o t e n t i a l  f o r  S t a t e  e n e r g y  s a v i n g s  w i l l  r e q u i r e  d e t a i l e d  
s u r v e y s  o f  e a c h  f a c i l i t y  o r  p r o g r a m ,  b u t  m y  r e s e a r c h  s u g g e s t s  t h a t  r e d u c i n g  e n e r g y  u s e  
b y  2 0 - 2 5  p e r c e n t ,  o r  $ 8  t o  $ 1 0  m i l l i o n  p e r  y e a r ,  i s  a  r e a l i s t i c  l o n g - t e r m  g o a l .  A c h i e v i n g  
t h i s  l e v e l  o f  s a v i n g s  c o u l d  r e q u i r e  i n v e s t i n g  a p p r o x i m a t e l y  $ 2 5 j j | 3 5  m i l l i o n  o v e r  a  
p e r i o d  o f  y e a r s .

R e c o m m e n d a t i o n :  A n  e n e r g y  e f f i c i e n c y  f u n d .  T h e r e  a r e  s e v e r a l  a l t e r n a t i v e s  
f o r  f i n a n c i n g  e n e r g y  e f f i c i e n c y  i m p r o v e m e n t s ;  h o w e v e r ,  t h e  a p p r o a c h  w h i c h  w o u l d  
p r o v i d e  t h e  g r e a t e s t  o v e r a l l  s a v i n g s  t o  t h e  S t a t e  i s  t o  c a p i t a l i z e  a  r e v o l v i n g  f u n d  f o r  
e n e r g y  e f f i c i e n c y  i n v e s t m e n t s .  T h i s  a p p r o a c h  h a s  b e e n  s u c c e s s f u l l y  u s e d  b y  t h e  S t a t e  
o f  W a s h i n g t o n  s i n c e  1 9 8 6 .  T h i s  i s  h o w  t h e  f u n d  w o u l d  w o r k :

* T h e  e n e r g y  e f f i c i e n c y  f u n d  w o u l d  b e  c a p i t a l i z e d  w i t h  a n  i n i t i a l  n o n - l a p s i n g  
a p p r o p r i a t i o n .

♦ A  r e l a t i v e l y  s m a l l  a m o u n t  o f  m o n e y  f r o m  t h e  f u n d  w o u l d  b e  u s e d  t o  s u r v e y  S t a t e  
f a c i l i t i e s  t o  d e t e r m i n e  t h e  m o s t  c o s t - e f f e c t i v e  p r o j e c t s .

•  S t a t e  a g e n c i e s  w o u l d  b o r r o w  m o n e y  f r o m  t h e  f u n d  t o  m a k e  e n e r g y  e f f i c i e n c y  
i m p r o v e m e n t s .
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•  O n e  p o r t i o n  o f  t h e  a n n u a l  e n e r g y  s a v i n g s  w o u l d  g o  t o  t h e  g e n e r a l  f u n d ,  a  s e c o n d  
p o r t i o n  w o u l d  b e  r e t a i n e d  b y  t h e  a g e n c y  ( a n d  c o u l d  b e  u s e d  f o r  d e f e r r e d  
m a i n t e n a n c e  o r  a d d i t i o n a l  e n e r g y  p r o j e c t s ) ,  a n d  t h e  t h i r d  p o r t i o n  w o u l d  r e p a y  t h e  
l o a n  t o  t h e  f u n d  o v e r  a  p e r i o d  o f  y e a r s .  W h e n  t h e  l o a n  i s  r e p a i d ,  t h i s  t h i r d  p o r t i o n  
o f  t h e  s a v i n g s  w o u l d  r e v e r t  t o  t h e  g e n e r a l  f u n d .

* A d d i t i o n a l  e n e r g y - s a v i n g  p r o j e c t s  w o u l d  b e  f i n a n c e d  f r o m  r e p a y m e n t s  t o  t h e  f u n d  
u n t i l  n o  o t h e r  c o s t - e f f e c t i v e  e f f i c i e n c y  o p p o r t u n i t i e s  c o u l d  b e  i d e n t i f i e d ,  a t  w h i c h  
t i m e  t h e  f u n d  b a l a n c e  c o u l d  b e  r e a p p r o p r i a t e d  f o r  o t h e r  p u r p o s e s .

T h e  a m o u n t  r e q u i r e d  f o r  t h e  i n i t i a l  a p p r o p r i a t i o n  i o  t h e  f u n d  d e p e n d s  n a t u r a l l y  o n  
f u n d s  a v a i l a b l e  a n d  o n  h o w  r a p i d l y  w e  w a n t  t o  r e d u c e  t h e  S t a t e ' s  e n e r g y  b i l l s .  A n  
a p p r o p r i a t i o n  i n  t h e  $ 2  -  5  m i l l i o n  r a n g e  w o u l d  a l l o w  s u b s t a n t i a l  r e d u c t i o n s  i n  e n e r g y  
c o s t s  t o  b e  a c h i e v e d  f a i r l y  q u i c k l y .  A n  a p p r o p r i a t i o n  o f  l e s s  t h a n  $ 1  m i l l i o n  w o u l d  t a k e  
m a n y  y e a r s  t o  f i n a n c e  t h e  f u l l  r a n g e  o f  e n e r g y - s a v i n g  o p p o r t u n i t i e s  a v a i l a b l e ,  a n d  a n  
a l t e r n a t i v e  f i n a n c i n g  a p p r o a c h  m i g h t  b e  m o r e  e f f e c t i v e  i n  t h i s  c a s e .

The State's Current Energy Use

A s  n o t e d  a b o v e ,  a n  a c c u r a t e  a s s e s s m e n t  o f  t h e  p o t e n t i a l  d o l l a r  s a v i n g s  f r o m  
i m p r o v i n g  t h e  e n e r g y  e f f i c i e n c y  o f  S t a t e  f a c i l i t i e s  w i l l  r e q u i r e  s u r v e y s  o f  e a c h  f a c i l i t y .  
B u t  t h e  f a c t  t h a t  l i tt le h a s  b e e n  d o n e  t o  r e d u c e  e n e r g y  c o n s u m p t i o n  i n  m o s t  f a c i l i t i e s  
s i n c e  t h e y  w e r e  b u i l t ,  c o m b i n e d  w i t h  t h e  e x p e r i e n c e s  o f  o t h e r  s t a t e s  a n d  A l a s k a ' s  c o l d  
c l i m a t e ,  s u g g e s t s  t h a t  t h e  p o t e n t i a l  s a v i n g s  a r e  l a r g e .  M y  r e s e a r c h  i n d i c a t e s  t h a t  
t h e r e  a p p e a r  t o  b e  f e w  o t h e r  s t a t e  g o v e r n m e n t s  i n  w h i c h  e n e r g y  e f f i c i e n c y  a n d  c o s t s  
h a v e  a s  l o w  a  p r i o r i t y  a s  i n  A l a s k a  —  a n  i r o n i c  s i t u a t i o n  g i v e n  o u r  c l i m a t e  a n d  t h e  h i g h  
c o s t  o f  e n e r g y  i n  m a n y  a r e a s  o f  A l a s k a .

E x a m p l e s  o f  i n e f f i c i e n t  S t a t e  e n e r g y  u s e  a r e  w i d e s p r e a d ,  m o s t  v i s i b l y  i n  t h e  l i g h t i n g  o f  
S t a t e  b u i l d i n g s .  L i g h t i n g  t y p i c a l l y  i s  r e s p o n s i b l e  f o r  m o r e  t h a n  5 0  p e r c e n t  o f  t h e  p o w e r  
b i l l s  f o r  o f f i c e  b u i l d i n g s ,  I n c a n d e s c e n t  l i g h t i n g  i s  c o m m o n  i n  t h e  h a l l w a y s ,  l o b b i e s  a n d  
s t a i r w e l l s  o f  S t a t e  b u i l d i n g s ,  w h e n  f l u o r e s c e n t  l i g h t i n g  c o u l d  r e d u c e - t h i s  l i g h t i n g  c o s t  
b y  m o r e  t h a n  7 5  p e r c e n t .  S o m e  h a l l w a y s  a r e  lit m u c h  m o r e  b r i g h t l y  t h a n  o f f i c e  a r e a s ,  
i n d i c a t i n g  t h a t  l ittle o r  n o  a t t e n t i o n  . . a s  b e e n  g i v e n  t o  a p p r o p r i a t e  l i g h t i n g  l e v e l s .  T h e  
M u n i c i p a l i t y  o f  A n c h o r a g e  a n d  t w o  o f  t h e  l a r g e s t  A n c h o r a g e  h o t e l s  h a v e  b e e n  a b l e  t o  
c u t  t h e i r  p o w e r  b i l l s  s i g n i f i c a n t l y  t h r o u g h  l i g h t i n g  i m p r o v e m e n t s .  O t h e r  t y p e s  o f  e n e r g y  
u s e  a r e  n o t  a s  v i s i b l e ,  b u t  m a y  w e l l  o f f e r  c o m p a r a b l e  s a v i n g s  p o t e n t i a l .

W h y  h a v e  t h e s e  l a r g e  e n e r g y  s a v i n g s  i n  S t a t e  b u i l d i n g s  b e e n  m o s t l y  i g  i re d ?  T h e r e  
a r e  s e v e r a l  r e a s o n s :

•  T h e  r e s p o n s i b l e  a g e n c y  m a n a g e r s  h a v e  p l a c e d  a  l o w  p r i o r i t y  o n  r e d u c i n g  e n e r g y  
c o s t s .  T o  b e  f a i r ,  i n  m a n y  c a s e s  m o r e  p r e s s i n g  p r o b l e m s  h a v e  p r e v e n t e d  t h e s e  
m a n a g e r s  f r o m  h a v i n g  t h e  t i m e  t o  d e a l  w i t h  e n e r g y  c o s t s .

* A s  i n d i c a t e d  b y  t h e  m a j o r  b a c k l o g  o f  d e f e r r e d  m a i n t e n a n c e  n e e d s  a c r o s s  t h e  
s t a t e ,  m o s t  m a n a g e r s  o f  S t a t e  f a c i l i t i e s  h a v e  n o t  h a d  t h e  s t a f f  o r  b u d g e t  r e s o u r c e s

I'.-
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t o  k e e p  u p  o v e n  w i t h  r o u t i n e  m a i n t e n a n c e  n e e d s ,  m u c h  l e s s  m a k e  i m p r o v e m e n t s  
t o  t h e i r  f a c i l i t i e s .  E v e n  if a  b u i l d i n g  m a n a g e r  i d e n t i f i e s  a  p o t e n t i a l  i m p r o v e m e n t  
w i t h  a  p a y b a c k  o f  o n l y  t w o  y e a r s ,  m o s t  m a i n t e n a n c e  a n d  o p e r a t i o n s  b u d g e t s  
s i m p l y  d o n ' t  h a v e  s u f f i c i e n t  f u n d s  t o  p a y  f o r  s u c h  i m p r o v e m e n t s .

• T h e  t e c h n o l o g y  f o r  i m p r o v i n g  e n e r g y  e f f i c i e n c y  h a s  c h a n g e d  r a p i d l y  o v e r  t h e  l a s t  
f i v e  t o  t e n  y e a r s ,  a n d  i s  n o t  w e l l - k n o w n  i n  A l a s k a .

Alternative Approaches
A n  e n e r g y  e f f i c i e n c y  f u n d  i s  n o t  t h e  o n l y  w a y  t o  f i n a n c e  e n e r g y - s a v i n g  p r o j e c t s .  
F i n a n c i n g  m e t h o d s  v / h i c h  h a v e  b e e n  s u c c e s s f u l l y  u s e d  b y  o t h e r  s t a t e s  i n c l u d e :

•  T h e  s a l e  o f  r e v e n u e  b o n d s ,  w i t h  t h e  b o n d s  r e p a i d  f r o m  e n e r g y  s a v i n g s .
C a l i f o r n i a  h a s  s o l d  o v e r  $ 6 5  m i l l i o n  i n  e n e r g y  e f f i c i e n c y  b o n d s .

• T h i r d  p a r t y  f i n a n c i n g ,  a l s o  k n o w n  a s  e n e r g y  p e r f o r m a n c e  c o n t r a c t i n g .  U n d e r  t h i s  
a p p r o a c h ,  v e n d o r s  i n s t a l l  e n e r g y - s a v i n g  e q u i p m e n t  a t  n o  u p - f r o n t  c o s t  t o  t h e  
s t a t e ,  i n  e x c h a n g e  f o r  a  p o r t i o n  o f  t h e  e n e r g y  s a v i n g s  o v e r  a  p e r i o d  o f  y e a r s .
M a n y  s t a t e s  a n d  t h e  f e d e r a l  g o v e r n m e n t  h a v e  u s e d  t h i s  a p p r o a c h .

•  L e a s e  p u r c h a s e  a r r a n g e m e n t s .  T h i s  i s  a  v a r i a t i o n  o n  t h i r d  p a r t y  f i n a n c i n g ,  w h i c h  
a l s o  a v o i d s  t h e  n e e d  f o r  a n  u p - f r o n t  c a s h  o u t l a y  t o  f i n a n c e  p r o j e c t s .

If i n s u f f i c i e n t  f u n d s  a r e  a v a i l a b l e  i n  t h e  c a p i t a l  b u d g e t  t o  e s t a b l i s h  a n  e n e r g y  e f f i c i e n c y  
r e v o l v i n g  f u n d ,  I r e c o m m e n d  t h a t  w e  p u r s u e  o n e  o r  m o r e  o f  t h e s e  f i n a n c i n g  a l t e r n a ­
t i v e s .  H o w e v e r ,  a l l  o f  t h e s e  o p t i o n s  h a v e  t h e i r  p r i c e :  t h e  S t a t e  w o u l d  h a v e  t o  g i v e  u p  a  
s i g n i f i c a n t  p o r t i o n  o f  t h e  e n e r g y  s a v i n g s  t o  r e p a y  t h e  r e v e n u e  b o n d s ,  t h e  t h i r d  p a r t y  
f i n a n c i e r ,  o r  t h e  e q u i p m e n t  l e s s o r .  U s i n g  a  p o r t i o n  o f  t h e  F Y  9 1  r e v e n u e  s u r p l u s  t o  
e s t a b l i s h  a n  e n e r g y  e f f i c i e n c y  f u n d  w o u l d  p r o v i d e  m u c h  h i g h e r  n e t  d o l l a r  s a v i n g s  t o  
t h e  s t a t e .  _________

P l e a s e  l e t  m e  k n o w  if y o u  h a v e  a n y  q u e s t i o n s  o r  n e e d  a d d i t i o n a l  i n f o r m a t i o n  a b o u t  
t h i s  p r o p o s a l .



Jobs and Income from 
Energy Efficiency Program s

•a
Steve C olt

Institu te o f Social and  E conom ic  R esearch , A nchorage , A laska

State spending on lcw-income weaiherization projects creates more jobs and personal 
income per dollar of outlay than any other type of capital project of which we are aware. 
During the installation phase, the weatherization program generates jobs and personal 
income at ail levels of the Alaska economy: Villages, regional centers, and urban areas all 
benetit. These jobs and income come from direct use of labor, from indirect jobs in the 
transportation, air freight, and trade sectors, and from the induced respending of project- 
related wages. In addition to the one-time effects from the installation phase, the program 
provides a sustained economic boost to local residents in the form of reduced energy bills.
Installation Phase. During the installation phase, an expenditure of SI million on 
weatherization creates the equivalent of 18 full-time jobs lasting one year and boosts Alaska 
personal income by S500.000. Even though the program is targeted towards rural areas, the 
urban economy receives most of the economic stimulus from the installation phase.

Figure 1: Jobs Created by State Projects 
per Million Dollars of Outlay

person-years of employment
20 

15
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5

0
Woatherizatlon Hospital Highway Highway Brndloy Lake

Constr. Constr. Malntonanco Hydro
(d irect o n ly )

8S9( Oirect S B  Total (»)
(*) Total • D irect ♦ Indirect ♦ Inducod

Recurring Savings. .After installation is complete, program participants enjoy a sustained 
drop in their energy bills. These savings are spent and re-spent throughout the AJaska 
economy. As a result, there is a sustained annual increase in personal income of about 
S 143,000 for ever)' million dollars of original progiam expenditure. Most of this ongoing 
benefit accrues to local residents.



As table i table snows, 
weatherization projects 
create almost three 
times as many direct jobs 
as highway construction 
and almost twice as 
many as the Bradley 
Lake hydroelectric 
project. This result is not 
surprising, given the 
labor-intensive nature of 
the weatherization 
process and the 
relatively low wages paid 
to even the skilled labor 
emoloved.

Table 1: Comparative Economic Impacts of 
$1 Million of State Outlays

AlasKan 
jobs Created 

(person-years)

Peracnol Inccme 
Cc lerated 

(Thousand $)

Pro ject Type O irect To ta l '0 o i r e r t Total*0
Data

Source

Ueatharizaeion 9.0 17.9 281 500 (1)

Hospital Construction 5.4 10.2 252 381 (2)
Highway Construction 3.3 7.8 216 347 (2)
Highuay Maintenance 6.0 11.2 371 524 (2)

Bradley Lake Hydro 4.8 NA HA HA t3)

(3 ) :  Total * O irect + 
Source r. iroers re fe r

in d ire c t  + Induced 
to references c i te d  at the end of th is  strmary

Summary of Impacts. Table 2 summarizes our estimates of both installation phase and 
recurring economic impacts from a SI million weatherization expenditure targeted toward 
a rural village. The four columns show our estimates of where the employment and income 
is actually generated. Although the program analysed here is targeted for a rural area, 
significant employment and income is generated in the regional and urban economies, since 
these areas supply skilled labor, materials, and freight services to the project effort.

Table 2: Economic Impacts of a $1 Million Expenditure 
on Weatherization

Pro jec t Impacts Local Regional Urbon State

Personal tnccme (S)
D irect 27,879 0 252,658 230,537
Ind irec t 11,952 50,024 54,160 116,136
Induced 3,846 10,972 92,376 103,349

Total Project Personal Income 43,678 60,996_329,195 500,C22

Employment (person-years)
Direct 1.5 0.0 7.5 9.0
Ind irec t 0.6 1.7 2.3 4.6
Induced 0.2 0.5 3.7 4.2

Total Project Employment 2.4 2.2 13.5 17.9

Recurring Personal Income Local k’ogiorvii Urtnn State

Direc t 134,824 0 0 134,834
Induced 13,020 21,395 5,231 39,697
Displacement (11,732) (9,354) (10,134) (31,219)

Total Recurring Personal l n c o r r 136,122 12,041 (4,852) 143,311

Refercoee*:

(1) Coll. Steve. 19S9. Income and  Employment Impact: o f Energy Efficiency Programs. ISER Wording Paper 89.2. UAA IrLtiitute of Social 
and Economic Research, A/iehonge Alaska.

(2) Goldsmith, Scott, 19S2. Asuounp the Economic Impact: o f Capitol Eopenoiaira. UAA, Institute of S cc iil and Economic Research, 
Anchorage A lisU .

(J) Letter cf 8 December 19S9 from David Ebcrfc, Bradley Lake Project Manager, AEA. to Steve Colt.



The Cost of Staying Warm: 
Alaska's 1 9 90  Heating and Hot Water Bill

Alaskans spent  about  $314  million for hea t  and hot wate r  in 1990.  Households paid two 
thirds of the bill --about $213  million-- while bus inesses  and governments  paid over $100  
million.

A l a s k a ' s  1 9 9 0  H e a t i n g  a n d  H o t  W a t e r  F u e l  B i l l :  S 3 1 4  M i l l i o n

Fuel Oil 
$83.2

Natural Ge> 
£3(5.2

Electricity
£30.3

R e s i d e n t i a l
$213.4 M illion

Propane
■ta.r ruol Oil 

£67.0

NOturm Gos 
331

EiectMcitv£0.5

N o n - R e s i d e n t i a i  
$100.4 Million

Residential Use. About 4 2  percent  of Alaska 's  1 8 8 ,0 0 0  households heat  with natural gas.  The 
gas  they burn accounts  for 57 percent  of total residential heat ing and hot w a te r  energy use, 
but only makes  up 26 percent  of the residential bill. Tha t ' s  because  gas is so inexpensive-  
only about  1/3 the cos t  of oil and 1/6 the cos t  of electricity for equal am oun ts  of delivered 
heat .  Electricity provided only 5 percent  of residential hea t  and hot water ,  but accounted for 
24  percent  of the total bill.

Business and Government Use. The residential heat ing bill is twice the size of the 
nonresidentia! bill largely because there  is twice a s  much floor space  in houses  as  there is in 
business and government buildings. Heating energy cos ts  per square fo o t appear to be about  
the sam e:  roughly 87 cents  per square foot in houses  and 90  cen ts  per square foot in 
nonresidentia! buildings.    -

Cost per Household. An Alaskan 
household using gas spends  an 
average of about $700  per year 
for heat  and hot water .  Electric 
hea t  users  pay more than twice 
that: over $1600  per year on 
a v e r a g e .  T h e s e  s t a t e w i d e  
averages conceal  a great disparity 
in heating bills. An apartment 
dweller using gas in Anchorage 
might pay as little as $400  per 
year. A homeowner in Fairbanks 
using oil could pay five times as 
m u c h -m o re  than $ 2 0 0 0  per year 
for a 2 4 0 0  square foot home.

1 9 9 0  E n e rg y  P r ic e s  and  
A ve rag e  H ea ting  and H o t W a te r B illa

£36 * per aellvarta Btu S par year 000

11600

31000

— -*600

Nat Gai 
53.77/Wcl 
tt% tir.

Fuat Oil 
SU9/gnl 

i t  i  nr.

Eleotrlelty
5.10/kWh

Kay £11.

1^5  Energy Price BS3 Amrage Bill
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Alaska's 1990 Heating and  Hot Water Bill

S ou rce 
Natural Gas 

Fuel Oil 
Electricity 
Propano 

Wood & Coal

Amount Units
Cost 

$ Million
24,827,000 Mcl 

118,529,401 gallons 
629,400,597 kWh 

528,780 bottles (100#) 
“unknown*

Total S late of Alaska

00.3
140.9
59.0
24.7

313.0

Consumption in Trillion Btu
Nolurol Otis 57‘A

25.6 
16.0 

2.1 
1.1

small (<1)
4 4 . 9  Fuol Gil 35X

Pjopono ?'A 
c lu c tr lc liy  6 vi

Residential Consumption

Source Amount Units
Cost 

$ Million
Average

Price

Households using 
fuel for primary heat 
Number percent

Avg Use 
per 

Household

Avg Cost 
per 

Household
Natural Gas 14,652,380 Mcf 55.2 3.77 $/Mcf 79,000 42% 185 Mcf $698

Fuel Oil 69,953,639 gallons 83.2 1.19 $/gal 6 8 , 0 0 0 36% 1 , 0 2 2  gal $1,215
Electricity 521,522,781 kWh 50.3 0.10$/kWh 24,000 13% 16,593 kWh $1,601
Propane 528,780 bottlos (100#) 24.7 46.68 $/Bottle 1 0 , 0 0 0 5%

Wood & Coal “unknown* “unknown* 7,000 4%
Total $213.4 188,000 1 0 0 % $1,135

I Business and GovernmentConsumption

Source 1 Amount Units
Cost 

$ Million
Average

Price
Natural Gas 10,174,620 Mcf 33.1 3.26 $/Mcf

Fuel Oil 48,575,842 gallons 57.8 1.19 $/ga!
Electricity 107,957,816 kWh 9.5 0.09 $/kWh

Total $100.4

N otosand D ala Sources: Met =  Thousand cub ic (eat =  1,030,000 Btu. kWh =  k ilo w a lt-n o u r =  3413 Dlu. 1 gallon oil assumed to average 135,000 Glu. 
Oil and e lectric pilcGS aro s a le s -  woighlod statev/ido averages. Gas price includes cuslom or charge.
D a tasou icos lnc ludo : 1990U S C onsus (Pcpula iion and Households), AKOept. o f Revenue (Oil Consumption),
Ensiar Co. (Gas consum ption), AK Enetgy A u lhority  (E lectric Consumption), ISER 1987: Forecast of
E leclricily Demand in Alaska Railbelt (e n d -u s e  breakdowns, market share, floorspace), DHSS Energy Assistance Program (Oil prices).
Prepared by Steve Colt, UAA Institute of Social and E conom ic Research, 1/30/92.
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generate  power at. a much h ig h e r c o s t titan th a t  enjoyed by th e i r  neighbors (c o m p e tito rs ) . Th is  fund ing  would re s u lt  in  more e q u ita b le  cos ts  o f 
power fo r  th is  e n t ir e  a rea , enhance tou rism  based on economic developm ent, improve the  q u a l i t y  o f l i f e ,  and move one s tep  c lo s e r to  
e le c t r i f i c a t io n  o f th is  im p o rtan t highway area.

AGENCY Dept, o f Commerce & Economic Development

BRU Alaska Energy A u th o r ity __________________

COMPONENT____________________________________________
I //BR) -.»«* 1 73 11 /DD05( 2 )

ADDITIONAL 
EXPLANATION 
FORM

Paqe 2 o f  2

Revi sed Date 1-17-92

FY 93

28




