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Senator Lyman Hoffman
Alaska State Legislature

Sponsor Statement for SB 116

SB 116 appropriates $5,000,000 into the Rural Community Energy Assistance Program,
created by SB 115 to help Alaska households afford to heat their homes.

During this winter, it has been difficult for many Alaskan families to afford to purchase
heating oil. This is especially true in rural areas of the state. Reports detail the dilemma
of choosing between purchasing adequate amounts of heating fuel or choosing among the
other necessities of life.

Unlike past years, there is sufficient fuel in the villages. But fuel and other costs have
become so expensive that people cannot afford to buy both. A recent report written by
the Institute of Social and Economic Research (ISER) noted than in 1990, food costs in
Bethel were 45 percent above food costs in Anchorage. By the beginning of 2007, this
differential had increased to 92 per cent. It stands to reason that small villages outside of
Bethel are even more expensive. This issue is exacerbated by a lack of income to
accommodate these rising prices.

The ISER document said that in 2007, 100 gallons of fuel oil in Bethel costs $459 while
in Anchorage the equivalent energy costs $120. Again this difference would be greater if
comparing Anchorage with more remote villages in Alaska.

This legislation is not a permanent fix to the energy problems in rural Alaska. However,
this funding for the Rural Community Energy Assistance Program will provide much
needed relief to some Alaskan families during the rest of the winter.

Senate District §
Senator_Lyman_Hoffman@legis.state.ak.us
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DIVISION OF COMMUNITY & REGIONAL AFFAIRS
REPORT TO THE DIRECTOR

CURRENT COMMUNITY CONDITIONS:
FUEL PRICES ACROSS ALASKA

FEBRUARY 2009 UPDATE

INTRODUCTION

: Figure 1.
Alaska North Slope Crude: January 2008 to January 2009
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In December 2008, the price of Alaskan North Slope (ANS) crude dropped to $37.70, its lowest
price since June 2004. This drop continued in January 2009, and prices fell to $37.38. This is
markedly lower than the price six months earlier in June 2008, when ANS crude oil reached a
record average monthly price of $133.78 per barrel (Figure 1). The national average price of

- gasoline dropped 55 percent from its peak of $4.05 per gallon in mid-July to $1.84 at the end of

January. Similarly, national average heating fuel prices have dropped 36 percent since October

DIVISION OF COMMUNITY & REGIONAL AFFAIRS {(DCRA), RESEARCH AND ANALYSIS SECTION FEBRUARY 2009
ALASKA DEPARTMENT OF COMMERCE, COMMUNITY, AND ECONOMIC DEVELOPMENT
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2008, from $3.66 to $2.36' per gallon. Alaska has not experienced the same level of decline.
Due to transportation issues, many remote rural Alaska communities purchased most or all of
this winter’s fuel at peak prices during June and July. These communities are unlikely to see
price relief until the middle of 2009.

During February 2009, the Division of Community & Regional Affairs (DCRA) repeated a
statewide survey of retail heating fuel and gasoline prices in a cross-section of 100 select Alaska
communities, first initiated during 2005 (Community Conditions: Fuel Prices Across Alaska).
This report, Current Community Conditions: Fuel Prices Across Alaska, February 2009 Update,
summarizes fuel survey findings, discusses changes in fuel prices during the recent past, and
provides a current and historical perspective on fluctuating fuel prices. This report details fuel
prices in each community on the date of contact.

METHODOLOGY

The DCRA Research and Analysis Section and Local Government Assistance Section,
developed the survey and selected a community sample during 2005. Communities were
strategically selected to represent differing socioeconomic conditions and all Alaska regions,
including the Interior, North Slope, South Coastal, Southeast, and Western regions. Selected
communities had also generally been the recipient of an Alaska Energy Authority bulk fuel
project during the recent past.

Since a non-probability sampling method was utilized, this survey is considered a non-scientific
study with results not generalizable to the entire population of rural Alaska. To accurately and
consistently track longitudinal changes in fuel prices, the 2005 survey and community sample
were used to collect 2006, 2007, 2008, and 2009 fuel information — the communities and core
questionnaire items remained the same from 2005 to 2009.

DCRA Research and Analysis staff conducted a survey between February 3 - 6, 2009. In total,
local fuel retailers serving 100 communities were contacted (via telephone) and asked to provide
current heating fuel (#1) and gasoline per gallon prices. Survey results are one-time
measurements and representative of retail fuel prices on the particular day of contact. Heating
fuel and gasoline prices may have changed between the time of contact and publishing of this
report.

' Source: United States Department of Energy, Energy Information Administration. Note: Heating fuel prices are only recorded
from October to March. Gasoline prices are recorded year-round.

D1vISION OF COMMUNITY & REGIONAL AFFAIRS (DCRA), RESEARCH AND ANALYSIS SECTION FEBRUARY 2009
ALASKA DEPARTMENT OF COMMERCE, COMMUNITY, AND ECONOMIC DEVELOPMENT
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CURRENT FUEL PRICES ACROSS ALASKA
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Average heating fuel prices per gallon vary across Alaska by region (Figure 2). Western Alaska
communities report the highest average heating fuel retail price at $7.00 per gallon, while North
Slope communities report the lowest average retail price at $1.77 per gallon. Of noteworthy
importance, the North Slope Borough provides free heating fuel for residential use through
village corporations, who distribute fuel to residents throughout the borough, charging only a
delivery fee on a per gallon basis. The North Slope Borough does not subsidize heating fuel for
commercial use. Consequently, the retail price of heating fuel for commercial entities is
significantly higher than for residences (Table 1). Compared to other regions, excluding the
North Slope, -Southeast communities experience the lowest heating fuel prices, at an average
price of $3.73 per gallon.

DIViSION OF COMMUNITY & REGIONAL AFFAIRS (DCRA)}, RESEARCH AND ANALYSIS SECTION FEBRUARY 2009
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Table 1. North Slope Heaung Fuel (#1) and Gasolme Retall Prices

Commumn n

Anaktuvuk Pass | Nunamiut Corporation $1.55 $9.20 $6.50
Atgasuk Atqasuk Corporation $1.40 $4.10 $4.10
Barrow BUEC, Inc. . Natural Gas $5.78 $4.70
Kaktovik aktovik ‘upiat $2.00 $6.95 $4.90
otporation
Nuigsut Kuukpik Corporation $2.54 $3.95 $4.95
Point Hope Tigara Corporation $1.65 $6.35 $5.95
Wainwright Olgoonik Corporation $1.50 §783 -$7.06

To accurately summarize statewide heating fuel prices, it is appropriate to exclude North Slope
Region communities because of the North Siope Borough subsidy for residential use heating
fuel. The Arctic Village Traditional Council in Arctic Village (Interior Region} reports the
highest heating fuel retail price at $9.50 per gallon (see Appendix). In contrast, Homer Run Oil
in Homer (South Coastal Region) reports the lowest heating fuel retail price at $2.08 per gallon.
On average, excluding North Slope Region communities, heating fuel retails for $5.60 per gallon
across the 93 surveyed Alaska communities.

As Figure 2 illustrates, average gasoline prices per gallon also vary across Alaska by region.
Western Region communities report the highest average gasoline retail price at $6.75 per gallon
while Southeast communities report the lowest average retail price at $3.73 per gallon.
Statewide retail prices indicate significant variation in gasoline retail price. Specifically, the
Arctic Village Traditional Council in Arctic Village (Interior Region) reports the highest
gasoline prices at $9.00 per gallon. In contrast, Fred Meyer Gas in Juneau (Southeast Region)
reports the lowest gasoline retail price at $2.20 per gallon. On average, gasoline retails for $5.51
per gallon across 99 Alaska communities.

CHANGE IN FUEL PRICES ACROSS ALASKA

Portions of Alaska have begun to realize fuel price relief (Figure 3). Excluding North Slope
Region communities, the statewide average per gallon heating fuel price decreased from $5.85 to
$5.60 from November 2008 to February 2009. This $0.25 per gallon average price change
represents a four percent decrease in the statewide average heating fuel price per gallon. Prices
in the Southeast (-25%), South Coastal (-6%), Interior {-2%), and North Slope (-2%) regions

DivISION OF COMMUNITY & REGIONAL AFFAIRS (DCRA), RESEARCH AND ANALYSIS SECTION FEBRUARY 2009
ALASKA DEPARTMENT OF COMMERCE, COMMUNITY, AND ECONOMIC DEVELOPMENT
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decreased from November 2008 to February 2009 (Figure 4). The Western Region experienced
a $.01 increase, less than one percent.

Figure 3. Trend in Avehge Alaska Fuel Price:
November 2005 to Feburary 2009
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The statewide average gasoline price also decreased from November 2008 to February 2009,
from $5.80 to $5.51 per gallon (Figure 5). This $0.29 per gallon average price decrease

D1vISION OF COMMUNITY & REGIONAL AFFAIRS (DCRA), RESEARCH AND ANALYSIS SECTION FEBRUARY 2009
ALASKA DEPARTMENT OF COMMERCE, COMMUNITY, AND ECONOMIC DEVELOPMENT
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represents a five percent decrease in the statewide average price per gallon of gasoline. Prices in
the Southeast (-25%), South Coastal (-8%), and Interior (-5%) regions declined during the past
three months. Western Region prices decreased by $.01, less than one percent. Prices in the
North Slope Region increaséd one percent.

Figure 5. Percent Change: Cost of Gascline by Region
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From November 2005, when this survey began, to November 2008, the statewide average price
for heating fuel increased $2.37 per gallon. From June 2008 to November 2008, it increased
$0.34 per gallon; from November 2008 to February 2009, it decreased by $0.25 per gallon.
Similarly, from November 2005 to November 2008, the statewide average price for gasoline
increased $1.97 per gallon. From June 2008 to November 2008, it increased $0.45 per gallon;
from November 2008 to February 2009, it decreased by $0.29 per gallon.

ADDITIONAL DISCOUNTS ON HEATING FUEL

Due to the high price of fuel in Rural Alaska, vendors were asked if any discounts were being
offered to residents. Of the one hundred surveyed, nine vendors were offering discounts. The
discounts were not consistent. For example, Point Hope offers a 10% discount for elders, the

DivisioN OF COMMUNITY & REGIONAL AFFAIRS (DCRA), RESEARCH AND ANALYS1S SECTION FEBRUARY 2009
ALASKA DEPARTMENT OF COMMERCE, COMMUNITY, AND ECONOMIC DEVELOPMENT
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City of Akutan is selling their fuel at cost, and Dillingham dropped its gas tax from six to three
percent (see Appendix). Twenty-one respondents were unsure whether the business offered
discounts or not. Fuel vendors operated by a tribe, such as in Quinhagak, often give discounts to
local tribal shareholders.

In the previous fuel survey, one of the questions posed to fuel vendors was whether they offered
volume discounts. Volume discounts are more prevalent in larger and/or more accessible
communities. In the Southeast Region, where most communities have regular barge service,
two-thirds (64%) of fuel vendors offer volume discounts. Only five Western Region vendors
(13%) offer volume discounts, two of them located in the regional hubs of Kotzebue and
McGrath. Generally speaking, residents of remote rural Alaska communities have the least
opportunity to benefit from volume purchases of residential heating fuel.

Other fuel cost relief came during the 2008 legislative special session, in which the final outcome
was a $1200 energy rebate to every Permanent Fund eligible individual. From September 1,
2008, through August 31, 2009, there was also a one-year suspension of both the state motor fuel
tax of $0.08 and the state tax on resident heating fuel. Despite these measures, the cost of fuel
remains an issue for Alaska.

SUMMARY

While Alaska North Slope crude oil prices have dropped significantly during the past few
months, Alaskans have continued to pay high prices for heating fuel and gasoline. As the price
of crude oil continues to drop, communities along the road system and in temperate coastal
regions have seen their cost of fuel decline; however, many remote rural Alaska communities are
still plagued with high fuel prices.

From November 2008 to February 2009, the statewide average per gallon price of heating fuel
decreased four percent from $5.85 to $5.60. Concurrently, the statewide average per gallon price
of gasoline decreased five percent from $5.80 to $5.51. Since DCRA began keeping track of
fuel prices in November 2005, this period is the first time the average price of fuel has decreased.
From November 2005 to November 2008, the statewide average cost of fuel increased 68%;
from November 2008 to February 2009, prices declined 4%. Although the average cost of fuel is
still several dollars higher in 2009 than it was in 2005, this decline in the price of fuel has offered
some relief to residents of Southeast and communities on the road system. Unfortunately, many
of the communities off the road system are not experiencing the same relief, continue to pay high
fuel costs, and are unlikely to see a decline in fuel prices any time in the near future.

DIVISION OF COMMUNITY & REGIONAL AFFAIRS {DCRA), RESEARCH AND ANALYSIS SECTION FEBRUARY 2009
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REPORT TO THE DIRECTOR
CURRENT COMMUNITY CONDITIONS: FUEL PRICES ACROSS ALASKA, FEBRUARY 2009 UPDATE
PAGE 20

Department of Commerce, Community, ancl Econdmic Development

Sarah Palin, 60vernor o Emi Notti, Commissioner ®  Tara }o“ie, Director

DIVISION OF COMMUNITY & REGIONAL AFFAIRS (DCRA), RESEARCH AND ANALYSIS SECTION
ALASKA DEPARTMENT OF COMMERCE, COMMUNITY, AND ECONOMIC DEVELOPMENT

FEBRUARY 2009
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AVERAGE MONTHLY TEMPERATURES FOR BETHEL ALASKA
MARCH AND APRIL (1997 - 2008)

SOURCE: NATIONL WEATHER SERVICE (2-24-09)

Year Mzirch April
1997 8.3 33.9
1998 27.6 31.4
1999 19.5 25.3
2000 20.5 26.8
2001 13.5 29.1
2002 21.9 27.5
2003 15.5 33.2
2004 11.9 33.2
2005 18.5 20.9
2006 10.6 18.8
2007 2.3 35.7
2008 12.0 22.1

Submitted by the Office of Senator Lyman Hoffman
Source: National Weather Service. Bethel Alaska
Phone conversation — 2/24/09

3603




Alaska Native Health Board

1840 South Bragaw Street, Suite 220 Phone: (907) 562-6006
Anchorage, Alaske 99508 Fax: (907) 563-2001

Honorable L.yman Hofiman, Senate Finance Co-Chair
Honorable Bert Stedman, Senate Finance Co-Chair
Senate Finance Committee

Alaska State Legislature

Juneau, Alaska 89801

RE: Energy Assistance Need
Dear Co-Chairs Hoffman and Stedman and Members of the Senate Finance Committee:

The Alaska Native Health Board (ANHB) thanks the Senate Finance Committee for introducing
and expresses support for SB 115 and SB 116.

ANHB represents 24 regional and village tribal health organizations that provide direct care
services and programs to approximately 130,000 Alaska Natives and American Indians and to
non-Native residents in most of the rural/remote villages in Alaska.

Village clinics and regional health organizations are experiencing extreme energy-related
hardships with as a second year of high energy costs set in. As they struggling to balance
budgets, many have had to cut direct patient services, reduce spending on medical supplies,
and, in the worst instances, close clinics. I'll give you a few examples of these struggles.

+ Maniilaq Association, which represents the hub village of Kotzebue and 11 surrounding
villages, has seen fuel prices increase by 45%. The cost of electricity has increased 28%,
along with office space rent. Maniilaq is estimating the increased cost in energy from last
year to this year at $2.1 million.

« Eastern Aleutian Tribes, Inc. represents eight remote villages along the Aleutian Chain and
Whittier. Transportation fuel costs have risen more than 35%. As a resuit, many of their
grants have spent 75% of their total budget in just the first eight months of the year. The
Adak clinic has been open on an intermittent basis. It is one example of the impact high fuel
and utility costs are having on direct patient services. The ability of the clinic to pay staff
salaries has created retention and recruitment problems.

¢ Tyonek employs one Community Health Aide. Their energy costs have increased
substantially, but they have been able to maintain clinic hours. However, they are
experiencing rising supply costs due to freight charges causing changes to supplies orders.

« Bristol Bay Area Health Corporation (BBAHC) serves Dillingham and 34 villages in the area.
BBAHC's village cost of living increases directly related to energy and fuel costs range from
206% to 376% above the Anchorage cost of living index. Facing their very first unbalanced
budget, BBAHC recently laid off 18 employees and reduced hours for six employees. To

ALASKA NATIVE TRIBAL HEALTH CONSORTIUM " KARLUK IRA TRIBAL COUNCIL NINLCHIK TRADITIONAL COUNCIL

ALEUTIAN/PRIBILOF ISLANDS ASSOCIATION KENAITZE iINDIAN TRIBE NORTON SOUND HEALTH CORPORATION
ARCTIC SLOPE NATIVE ASSOCIATION KETCHIKAN INDLAN COMMUNITY SELDOVIA VILLAGE TRIBE

BRISTOL BAY AREA HEALTH CORPORATION KODIAK AREA NATIVE ASSOCIATION SOUTHCENTRAL FOUNDATION

CHUGACHMIUT METLAKATLA, INDIAN COMMUNITY SOUTHEAST ALASKA REGIONAL HEALTH CONSORTIUM
COPPER RIVER NATIVE ASSOCIATION MT. SANFORD TRIBAL CONSOQRTIUM TANANA CHIEFS CONFERENCE
COUNCH OF ATHABASCAN TRIBAL GOVERNMENTS NATIVE VILLAGE OF EKLUTNA YUKON-KUSKOKWIM HEALTH CORPORATION
EASTERN ALEUTIAN TRIBES NATIVE VILLAGE OF TYONEK YALDEZ NATIVE TRIBE
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offset increased fue! and electricity costs experienced by village clinics, BBAHC increased
Indian Health Service viliage lease payments by ten percent. Patient travel, medevac
services, fuel oil and electricity combined are $1 million above BBAHC's FY 2008 budget.

ANHB is also concerned about the toll high energy costs are taking on individual families. As
households struggle with home heating and other energy costs, some families are deciding to
close their homes and move in with relatives. Combining households means more people are
living together in close quarters, raising public health issues. In these circumstances, the risk of
spreading communicable diseases, including respiratory disease and skin infections, increases
dramatically. Another concern is persons who are dependent on durable medical equipment
(such as respirators) for chronic conditions are choosing to limit their hours of use because of
high electric rates, which risks their health and, in the long run, puts the patient at risk for more
invasive treatment. '

Alaskans who live in rural/remote areas of the state count on the health systems in their
communities for a complex array of health services. For most of rural Alaska, that is the tribal
health system. As you consider energy assistance to the part of Alaska most challenged during
high energy costs, we respectfully request you craft a solution that includes energy assistance
for rural health facilities. ‘

If we can provide any additional information or assistance please feel free to contact me at 907-
562-6006 or via e-mail at edotomain@anhb.org.

Respectfully,
g

j/
Evangel;g
Presiden






