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F I S C A L  N O T E
STATE OF ALASKA
2008 LEGISLATIVE SESSION

ID(File name) HB4002CS(CRA)-DHSS-PFDHH-07-25-08 
Title ALASKA RESOURCE REBATE PROGRAM

Dept Affected: ____
RDU Public Assistance

Fiscal Note Number:
Bill Version:
() Publish Date:

CS HB 40 02  (CRA )

Health & Social Services

Component PFD Hold Harmless
RULES BY REQUEST OF THE GOVERNORSponsor

Requester HOUSE FINANCE Component No. 225

Expenditures/Revenues (T h o u sa n d s  o f  D o lla rs )
Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

400.0

TOTAL OPERATING 400.0 0.0 0.0 0.0 0.0 0.0 0.0

(CAPITAL EXPENDITURES I I
CHANGE IN REVENUES (0)

1002 Federal Receipts
1003 GF Match
1004 GF
1037 GF/Mental Health 
OthepPFD Hold Harmless) 
Othor(Specify Type-do not abbroviate)

400 0

TOTAL 400.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2008) cost: 
POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: lAtl.ich a svparoto p.igo if necessary)

Tltis legislation increases the 2008 Permanent Fund Dividend by S1.200 to provide residents of the state 
with an Alaska resource rebate. I he increase of SI,200 to the total amount of the dividend will be funded 
by transfers from the general fund to the dividend fund.

The Food Stamp. Social Security Supplemental Income (SSI), and Adult Public Assistance (APA) 
programs count the Permanent Fund Dividend (PI D) as income in determining whether a person or 
household qualifies for benefits. PFD money that is not spent and is kept after the month of receipt is also 
considered an available asset (cash on hand or money in the bank I fin program participants.

Prepared by: Carolyn Spalding, C lue l o f Policy 
Division Division of Puolic Assistance

Phono 4 6 5 -2 3 4 0
Dote/Time 07/23/2008

Approved by William H Hogan. Commissioner__________
Agency Department nl Health and S on .il SiTym -:.

P a lo  07 /25 /2008
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FISCAL NOTE
STA TE O F ALASKA KILL NO: c s  HB 4002 (CRA)
2008 LEG ISLA TIV E SESSION

ANALYSIS CONTINUATION
The Permanent Fund Dividend Hold Harmless program established in AS 43.32.075 requires that 
public assistance benefits which are lost as the result of counting the PFD as income or as an asset 
must be replaced by issuing a FFD Hold Harmless (PFD IIH) benefit. PFD HIl replacement benefits 
are limited to four months a year.

The department estimates an increment o f  $400,000 in PFD 1111 will be needed in FY 09 to replace 
Food Stamp benefits that would otherwise be reduced or stopped as a result of households receiving 
the extra S I,200 in the PFD.

The department does not expect the S 1,200 increase in the 2008 PFD to affect the amount o f  PFD 
HH expenditures needed to replace lost APA and SSI benefits. The amount o f  the PFD has been so 
high in recent years that benefits to these program recipients have been replaced with PFD Hold 
Harmless benefits, even without the additional SI,200. These appropriations are accounted for in the 
FY 09 budget. The department also expects that the extra Sl,200 received by program participants 
will be spent on additional expenses such as increased energy costs.

Assumptions:

In FY 08 approximately 400 Food Stamp households received an additional month ol PFD IIII 
benefits compared to FY 07. This was the result o f  the 2007 PFD being higher than the 2006 PFD,
In FY09, the department expects that the SI.200 added to the 2008 PFD would affect at least twice 
that number o f  households. In addition, the number of applicants and recipients for the Food Stamp 
program has increased about 5% in recent months over last year's caseload, resulting in an estimated 
additional 200 households that could be impacted by the increase to the PFD payment. I he 
average PFD IIII payment is S4U()/month lor an estimated total of 1. 0 0 0  households. 1.000 x S400
S400.000

Payo ? ol 2



F I S C A L  N O T E

STATE OF ALASKA
2008 LEGISLATIVE SESSION

Identifier (file name): 
Title

C S H S < 0 0 2 (C R A )-O O R  R R P  7 . 3  0«
Alaska Resource Rebate Program

Dept. Affected:
[RDU __
Component

Fiscal Note Number:
Bill Version:
() Publish Date:

CSHB4002(CRA)

04 Revenue
Taxation and Treasury

Resource Rebate
Sponsor
Requester

Rules
House Finance Component Number 2930

Expenditures/Revenues (Thousands ot Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services
Travel
Contractual
Supplies
Equipment
Land 8 Structures
Grants 8 Claims

100.0 500

744.000 0

TOTAL OPERATING 0.0 744,100.0 50.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES I I

CHANGE IN REVENUES ( ) I I I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health

744.100 0 50 0

TOTAL 744.1000 50.0

Estimate of any current year (FY2008) cost: 

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Atlocti o separate poge itnocessary)

This bill adds $1,200.00 to each 2008 PFD from the general fund. There are no changes to PFD eligibility. While there 
are no direct costs to administer this change in the PFD program, we expect additional costs to the PFD Division in 
terms of additional public contacts and appeals of eligibility determinations The increased size of the dividend will result 
in more appeals and more time spent on appeals The $100,000 in FY 09 and S50.000 in FY 10 are based on increased 
appeal costs from the Office of Administrative Hearings beyond what can be absorbed in the current PFD Division 
budget for both FY 09 and FY 10 Funding for this program is in a separate appropriations bill. Estimated costs based 
on 020,000 oligiblo PFD applicants, actual number will not be determined until mid September

Prepared by Loretta Withmqton___________________________________________________  Phono 465-2312 _____
Division Admin Services______________________________________________________ Dalo/Timo 7/23/08 12 00 AM
Approved by Jerry Burnett__________________________________________________________________  Date 7/23/2008________

Dopartmont of Rovonuo_______________________________________________________

..1 < a v y :u v « < A i» i Pago 1 of 1



F I S C A L  N O T E
STATE OF ALASKA
2008 LEGISLATIVE SESSION
ID(File name) LL057-DHSS-GRA-07-08-08 
Title

Sponsor 
Requester 
Expenditures/Revenues

ALASKA RESOURCE REBATE PROGRAM

RULES BY REQUEST OF THE GOVERNOR

Dept. Affected: ____
RDU Public Assistance

Fiscal Note Number.
Bill Version:
(H ) Publish Date.

HB 4002
7/9/08

Health & Social Services

Component General Relief Assistance

 Component No.
(Thousands of Dollars)

221

Note: Amounts do not include inflation unless otherwise noted below.
Appropriation

Required Information
OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 546.1
Travel 100
Contractual 108.0
Supplies 108 0
Equ:pment
Land & Structures
Grants & Claims 9,896.2
Miscellaneous

TOTAL OPERATING 0.0 10,668.3 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES

CHANGE IN REVENUES (0)

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF 10,668 3
1037 GF/Mental Health
Other(Specify Type-do not abbreviate)
Other(Specify Type-do not abbreviate)

TOTAL 0.0 10,668.3 0T)j 0.0 0.0 0.0 0.0

Estlmato of any current yoar (FY2008) cost: 
POSITIONS
Full-time
Part-time I
Temporary 9|
ANALYSIS: (Attach a separate page itnocessary)\This legislation establishes the Alaska Resource Rebate Program, which shares the stale's resource wealth 
by providing a special one-time $1,200 payment to eligible Alaskans.

This legislation prohibits counting the rebate as income or resources for veterans’ benefits and public 
assistance programs, unless required to do so by federal law. Section 1(1). (m), (n), and (p) require that 
benefits which would be lost as a result of counting the rebate as income or as an asset be replaced with 
I lold I harmless (till) benefits. Replacements of public assistance benefits are limited to four months. 
Veterans’ benefits are not subject to the 4-month limitation.

Prepared by Elite Fitziarrald 
Division Public Assistance

P h o n u 465-5847
Date/Timo 07/03/2003

Approvod by William H Hoqan, Acting Commissioner
Agency Doparlmont o l Health and Social Services

Date 07 /08 /2008

im», m  ivtuTooroMiii Pago 1 o f 3



S T A T E  O F  A L A S K A
2008 L E G IS L A T IV E  S E S S IO N

FISCAL NOTE #2
B IL L  N O : H B  4002

ANALYSIS  CONTINUATION
In some circumstances, the $1,200 rebate will count in determining if a person or household qualifies 
for public assistance, and reduce their benefits. The primary programs affected by this legislation 
are: Food Stamps; Supplemental Security Income (SSI); income-tested veterans' benefits; and 
Medicaid.

The department estimates a total increment of $10,668.7 will be needed in FY 09 to implement the 
hold ' armless provisions in the new Alaska Resource Rebate Program. These costs include: $9,896.2 
to replace the loss o f  benefits, and $772.5 in administrative costs, which includes funding for 9 
temporary staff needed to manage the additional workload. This funding is included in a separate 
appropriation bill.

Benefit Cost Assumptions:

Persons who apply for public assistance in the same month they receive the resource rebate, or who 
do not spend the money right away, could be affected.

For most public assistance programs, the department will not be able to anticipate when ongoing 
recipients will receive the rebate check, or in time to lake action to count it as income. The 
department also expects most individuals will spend the money immediately on basic needs and 
continue to have assets below the various program limits.

Food Stamp Program: Federal rules allow the resource rebate to be excluded as income; however, 
any portion o f  the payment that is not spent must he counted as an asset. The department estimates
7,000 households (30% o f  nearly 24,000 households currently eligible for the Food Stamp Program) 
will need hold harmless benefits to replace federal food stamp benefits for one month. These 
households will not spend their resource rebate payments right away, causing them to exceed the 
$2,000 asset limit set in federal rules. The average allotment is $400. Estimated food stamp hold 
harmless cost is $2,800.0.

SSI: The department expects that the Social Security Administration will count the resource rebate as 
income, and any money not spent will be counted as an asset, under the federal SSI rules. SSA will 
likely make this determination after the fact and establish an overpayment retrospectively. About
11.500 individuals receive SSI in Alaska. The average monthly SSI payment is $400. Estimated SSI 
hold harmless cost is $4,600.0.

Page 2 o f 3



STATE OF ALASKA
2008 LEG ISLAT IVE SESSION

FISCAL NOTE #2
BILL NO: HB4002

ANALYS IS  CONT INUAT ION
Veterans Disability and Survivor Benefits: For veterans' benefits that are means tested, the Veterans 
Administration will treat the resource rebate as income. Benefits will be reduced dollar for dollar 
and prorated over the calendar year. VA estimates 376 beneficiaries (312 vets and 64 widows and 
dependents) will be impacted. The department estimates the VA bold harmless cost is $451.2 (376 x 
$ 1 ,2 0 0 ).

Medicaid: The rebate can be excluded for most Medicaid coverage groups, including Family 
Medicaid & Denali KidCarc. Federal law, however, requires the state to count the resource rebate as 
income for seniors and people with disabilities if it brings their total income to more than 
$1911 /month (300% o f  the SSI standard).

The department estimates 715 seniors and individuals with disabilities will receive the rebate in the 
same month they apply for Medicaid and will need bold harmless benefits to help pay for medical 
care that would otherwise be covered by federal Medicaid funds. The average monthly medical cost 
for these individuals is $2,818.00. The department estimates Medicaid hold harmless cost of 
approximately $ 2  million.

Savings to the benefit programs are primarily outside o f  the DITSS budget (SSI and veterans' 
benefits), or 100% federally funded (food stamps) and will not result in any GF savings. Medicaid 
savings would be reflected in the department's budget. I Iowcvcr, due to the $23 million reduction 
already absorbed by the Medicaid program in FY 2009, and the uncertainty of the new program's 
impact, the department is not proposing an additional $2 million reduction in Medicaid.

It is anticipated that all Resource Rebate Hold Harmless payments will be made in
FY 09. It may be necessary to make some payments in FY 10; if so, the Department will include the
necessary adjustments in its FY 10 budget.

Rage 3 of 3



F I S C A L  N O T E

STATE OF ALASKA Fiscal Note Number: 1

2 0 0 8  L E G  I S L A Y '  « ' E  S E S S I O N Bill Version: HB 4002
(H) Publish Date: 7 / 9 / 0 8

Identifier (file name): 773080057-DOA-OAH-07-03-08 Dept Affected: Administration
Title An act establishing the Alaska resource rebate program RDU Centralized Administrative Services

Component Office of Administrative Hearings
Sponsor Rules Committee by Request
Requester Governor Component Number 2771

Expenditures/Revenues (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 0 . 0 0.0 0.0 0.0 0.0 0 . 0 0.0
Travel 0 0 0 . 0 0.0 0.0 0. 0 0.0 0 . 0

Contractual 0.0 0.0 0 0 0 . 0 0 . 0 0.0 0 . 0

Supplies 0 0 0 0 0 0 0 . 0 0.0 0 . 0 0 . 0

Equipment 0 0 0 0 0 0 0 . 0 0. 0 0.0 0 0
Land & Structures 0 0 0. 0 0 . 0 0 0 0 0 0 . 0 0  0

Grants & Cla'ms 0 0 0.0 0 0 0 . 0 0 0 0. 0 0.0

Miscellaneous 0 0 0 0 0 . 0 0 0 0 0 0 0 0 . 0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0 0.0

ICHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0 0.0 I

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts 0 0 0 0 0 0 0 0 0.0 0 0 0.0
1003 GF Match 0 0 0 0 0 . 0 0.0 0 . 0 0 0 0 0

1004 GF 0 0 0 . 0 0 . 0 0 0 0 . 0 0 0 0 0

1005 GF/Program Receipts 00 0 0 0 . 0 0.0 0  0 0 0 0 0

1037 GF/Mental Health 00 0 0 0 0 0 . 0 0 0 0 0 0.0
Other Interagency Receipts 0 0 0 0 0 . 0 0 0 0 . 0 00 0 0

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2008) cost: 0 0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separata p<ine it necessary)
This bill provides for individuals denied a resource rebate payment lo have an administrative hearing before the office of 
administrative hearings (OAH) to determine eligibility for the rebate program. Based on Department of Revenue estimates, 
OAH anticipates that this would add to the caseload, on a one-time basis, only a small number of cases, if any. Some such 
cases might be consolidated with related PFD eligibility appeals. OAH presenlly has the capacity to handle these cases 
without increasing personnel. The cost of doing so would be recovered from the Department of Revenue thiough 
interagency receipts under OAH's cost allocation plan, based on the time commitment required for hearings. OAH does not 
anticipate incroased expenditures for its operation due to the one time addition of this case category.

Prepared by Terry L. Thurbon. Chief Administrative Law Judgo_____________________________ Phone 465-1886
Division Office of Administrative Hearings___________________________________________ Dale/Time 07/03/08 2 26 p m
Approved by Kevin Brooks, Deputy Commissioner______________________________________________  Date___________________

Department of Administration______________________________________________________
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Fairbanks, Alaska 
July 19, 2008

T o ;  G o v e r n o r  S a r a h  P a l i n ,  S t a t e  S e n a t o r s ,  S t a t e  R e p r e s e n t a t i v e s  

S u b j e c t :  I t e m  # 2  o f  t h e  E x e c u t i v e  P r o c l a m a t i o n ,  D a t e d  1 st d a y  o f  J u l y ,  2 0 0 8

A s  w e  a l l  k n o w  t h e  p r i c e s  o f  t h e  a b o v e  s u b j e c t s  a r e  d u e  t o  t h e  r i s i n g  p r i c e  
o f  “ O I L ” . T o  b e  f a i r  t o  a l l ,  S t i m u l u s  p a y m e n t s  s h o u l d  b e  m a d e  t o  e a c h  m a n  
a n d  w i f e  a n d  t h o s e  w h o  a r e  s i n g l e  a n d  t h e  l e g a l  a g e  o f  1 8  a s  t h e y  a r e  t h e  
o n e ’s  w h o  a r e  p a y i n g  t h e  h i g h e r  p r i c e s  o f  f u e l  o i l ,  g r o c e r i e s ,  e l e c t r i c  
p o w e r ,  g a s o l i n e ,  h o u s e  p a y m e n t s ,  a n d  r e n t s .  T h o s e  w h o  a r e  u n d e r  t h e  
a g e  o f  1 8  a r e  s t i l l  l e g a l  d e p e n d e n t s  o f  t h e i r  p a r e n t s ;  t h e y  a r e  s t i l l  in  s c h o o l  
( o r  s h o u l d  b e ) ?  , T h e y  p a y  n o  r e n t ,  b u y  n o  g r o c e r i e s  o r  m o n t h l y  b i l l s ,  a n y  
c a r s  o r  b i g  p u r c h a s e s  m u s t  h a v e  a  c o - s i n g e r  t h e y  h a v e  n o  m o n e t a r y  
o b l a t i o n s  t o  s p e a k  o f  a n d  s h o u l d  b e  a l l o t t e d  m o d e r a t e  a m o u n t  o f  $ 2 0 0 .0 0  
a n d  p a r e n t s  a n d  S i n g l e s  o f  l e g a l  a g e  a l l o t t e d  $ 1 5 0 0 . 0 0  t o  $ 2 0 0 0 . 0 0  e a c h ,  In  
t h i s  f o r m u l a  t h e  S t a t e  o f  A l a s k a  c o u l d  s a v e  t h e  b a l a n c e  o f  t h e  p r o c l a m a t i o n  
f o r  e n e r g y  p r o j e c t s  f o r  t h e  f u t u r e .

T h e  S t a t e  c a n  a n d  " S h o u l d ”  a s k  t h e  I .R .S .  f o r  i n c o m e  t a x  r e l i e f  f o r  t h e  
p r o c l a m a t i o n  a s  P r e s i d e n t  B u s h  d i d  f o r  t h e  "  $ 6 0 0 .0 0  S t i m u l u s  C h e c k ” , t h i s  
M o n e y  b e l o n g s  t o  t h e  r e s i d e n t s  o f  A l a s k a  o n l y ,  n o t  e v e r y b o d y  l i v i n g  in  t h e  
L o w e r  4 8  s t a t e s .

R e s i d e n c y ;  t h e  s t a t e  s h o u l d  u s e  t h e  P e r m a n e n t  F u n d  R e q u i r e m e n t s .  O r  
S h o w  p r o o f  6  m o n t h s  o f  c o n t i g u o u s  r e s i d e n c y .

T h i s  w o u l d  b e  f a i r  t o  a l l  a t  t h i s  t i m e  o f  e m e r g e n c y  b e f o r e  w i n t e r  s e t s  in ,
In  t h e  f u t u r e  t h i s  t y p e  o f  s t i m u l u s  s h o u l d  b e  m a d e  b y  c o s t  o f  l i v i n g  in  
d i f f e r e n t  a r e a s  o f  t h e  s t a t e  a s  s h i p p i n g  r a t e s ,  f u e l  o i l  r a t e s ,  g r o c e r i e s  r a t e s ,  
a n d  g a s o l i n e  r a t e s  a r e  d i f f e r e n t  C e n t r a l  A l a s k a  a n d  P o i n t  B a r r o w  a r e  o n  
N a t u r a l  G a s ,  C e n t r a l  A l a s k a  a n d  t h e  J u n e a u  h a v e  H y d r o  p o w e r ;  t h e  r e s t  o f  
t h e  S t a t e  i s  o n  H o m e  h e a t i n g  o i l  a n d  D i e s e l  P o w e r  G e n e r a t o r s  a  b i g  
d i f f e r e n c e ,  C o a l  in  s o m e  a r e a s .

5 1  y e a r  r e s i d e n t  o f  A l a s k a

H o m e l e s s  r e s i d o n t  f u n d s  s h o u l d  b o  a l l o t t e d  t o  R e s c u e  M i s s i o n s  o r  t o  
T h e  C h u r c h e s ,  S o u p  K i t c h e n s ,  F o o d  B a n k s ,  e c t . ,  o r  w h e r e  t h e y  E a t  o r  
S l e e p .



Executive Proclamation
Inf 

Snrnh Palin, Governor

U nder the authority ot urL II. sec. and art. III. sec. 17, o l the Alaska 
Constitu tion. .»nd in l lx 1 public interest, I coll I lie  T w cn ty -F illh  Legislature o l I lie 
Stole of A laska in to  its lourth  special session at luncnti. Alaska in the legislative 
chambers on July 9, 200K at 10:00 a.m. to consider tlx- fo llow ing  subjects:

1 approval o f the issuance of a license und»T AS -13.90.010 - 13.90.990 
(A laska Gaslinc Inducement Act) to  TransOirvado Alaska Company, 
LLC and Foothills Pipe lin e s  lad., jo in tly  a* licensee;

2 sta tu tory changes to establish the Alaska resource rebate program 
and to provide payments under the progTam to residents ol this 
state;

3. s ta tu tory changes relating to power cent equalization under 
AS 12.-I5.100--1245.190;

4. s ta iu tu ry  changes to suspend tem porarily  the m otor fuel tax;

5. s ta tu tory changes relating to a renewable and alternative energy 
grant fund and recommendation program , includ ing  statuturv
cl lunges to authorize assLMance to r alternative energy purp<»ses: and 
le l j lm g  to I Ik- Alaska Kenewable Energy Task Force; and

n m aking  appropriations relating to the su b le ts  set out iri this 
proclamation.

1 lu ted th is 1st llav  Ilf July, TtXlh

/June by

t
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V IA  H A N D  DELIVERY

The H onorab le  Kevin M eyer 
A laska Stale R epresentative 
C o-C hairm an , H o u se  Finance C om m ittee  
State Capitol, Room 515 
Jnneau , AK 99801

The H onorab le  M ike C hcnau ll  
A laska State Representa tive  
C o-C hairm an , H o u se  Finance C om m ittee  
State Capitol, Room 505 
Juneau ,  AK 99801

Re: MB 4002 -  Tax Rates for Recipients

D ear C o-C hairm an  M eyer and  C o-C hairm an  Chcnaull:

D uring  testim ony  on CS for 1 IB 4002 this Saturday , the question of w hether  the 
a  iree rebate w as  subject to federal income lax w as asked and  w h a t tax rates A laskans 
w o u ld  pay  on the resource rebate. I have researched the issue and  can p rov ide  you with 
som e  add itional inpu t.

The resource rebate  w ou ld  be subject to federal income lax. Federal income tax rates 
vary  d e p e n d in g  on w hich  incom e bracket an  ind iv idual falls in on the tax schedule . 1 have 
a tint hed a list of the 2007 lax rate schedule. (I could not find the lax rale schedu le  for 2008 
on  the IRS w eb site. Incom e tax brackets in the tax rate schedule  will be ad justed  slightly 
u p w a rd  for inflation).

U nder  I IB 4002, persons eligible for a 2008 pe rm anen t fund d iv idend  autom atically  
qualify  for the resource  rebate, le g ib il i ty  num bers  for 2008 perm anent fund d iv idends  are 
not available yet. I low ever, I can use  the eligibility num bers  from the pe rm anen t fund 
d iv id e n d 's  2007 an n u a l  report, the 2007 lax rale schedule, and  state data  on incom e to 
genera lly  illustrate the lax im pai ts from receiving the resource rebate.
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• M inors  U n d e r  the  Age of 18: 177,873 o f  the total 628,895 applications  filed for a 
2007 p e rm a n en t  fund d iv idend  w ere  filed by minors. This is 28 percent of the total 
n um ber  of applications for a 2007 p e rm a n e n t  fund  d iv idend . While I d o  not have 
ind iv idual incom e inform ation on each of the m inors filing an  application, it is fair to 
say that a very  large n u m b e r  of the m inors  filing for a p e rm a n e n t  fund  d iv idend  are 
either too y o u n g  to w ork  or d o  not m ake over $7,825 in net income a year  (after 
deductions , exem ptions, and  credits  are m a d e  to gross income). This m eans most 
minors receiving a $ 1 , 2 0 0  resource rebate  w ou ld  be subject to a 1 0  percent lax or 
$120. M inors m aking  m ore  than $7,825 in ne t incom e after deductions ,  exem ptions, 
and  credits  w ou ld  be subject to a 15 percen t tax rate only on that incom e they earned  
or received above $7,825. So if a m inor had  net incom e of $7,925, they w ou ld  pay a 
10 percent tax on $7,825 of tha t incom e and  a 15 percen t tax on  the $100 in income 
above the $7,825 tax bracket limit.

• A du lt  A laskans: 451,022 applications for a 2007 p e rm a n en t  fund  d iv idend  were 
fileil by adults .  In 2006, Alaska had an  average  per  capita  personal incom e of 
$38,138 accord ing  to Btirenu of Economic Analysis, U.S. Department of Commerce.
If we a ssu m e  the following w e can roughly  es tim ate  the n u m b e r  of A laskans that 
w ou ld  pay  taxes on the resource rebate at the 15 percent lax rate:

r  A s im ilar n u m b e r  of applications for a 2008 p e rm a n en t  fund d iv id en d  are 
su b m it ted  by adu lts  as was received in 2007;

r  I Ialf of the total n u m b e r  of ad u l ts  filing for a 2008 p e rm a n en t fund  d iv idend  
earn  the 2006 average  gross incom e per capita for A laskans of $38,138; and

> I lull of the total n u m b er  of adu lts  filing for a 2008 p e rm a n en t fund d iv idend  
ea rn in g  the 2006 average gross incom e per capita of $38,138 lake the s tandard  
lax d educ t ion  ($5,450 for singles) an d  personal exem ption  ($3,500) for income 
tax purposes .  These ind iv iduals  w o u ld  have  a net taxable incom e of $29,188 
o r  less.

Using these assum ptions, about 225,511 ad u lt  A laskans receiving a $1,200 resource 
rebate w ould  still have a net taxable incom e below $31,850. I hose ind iv iduals  w ou ld  pay a 
10  percent lax on  the first $7,325 in net income and  a 15 percent tax on net incom e above 
that am o u n t up  to $31,850. A 15 percent tax on the $ 1 , 2 0 0  rebate  w o u ld  be $180,



T he  H onorab le  Kevin Meyer 
T he H onorab le  Mike C hcnau lt  
July 29, 2008 
Page 3

If w e a d d  the tw o  categories together (m inors - 177,873 an d  half of the adu lts  
225,511) roughly  tw o-th irds  of persons receiving the $1,200 resource  rebate w ou ld  pay taxes 
at a ra te  of 15 percen t o r  less.

Sincerely,

Randall Ruaro 
Special Staff A ssistant

Enclosures

cc: The H onorab le  Bert S tedm an, Co-Chair, Senate Finance
The H onorab le  Lym an Hoffman, Co-Chair, Senate Finance
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5 ®  I n t e r n a l  R e v e n u e  S e r v i c e
United States Department o f  the T r e a s u r y

2007 Federal Tax Rate Schedules

Note: These lax rale schedules are provided so  that you can compute your federal estimated 
income lax for 2007. To compute your actual income lax, please see  Ihe instructions for 2007 
Form 1040, 1040A, or 1040EZ as appropriate when they are available.

Schedule X — Single

If taxable income 
is over-

But not ovor- Tho tax is:

SO S7.825 10% of the amounl over $0
S7.8.25 $31,850 5782 50 plus 15% of Ihe amounl over 7,825
S31.850 577,100 $4,386.25 plus 25% of the amount over 31,850

S77.100 S160,850 $15,698.75 plus 28% of the amount over 
77,100

S160.850 $349,700 $39,148 75 plus 33% of Ihe amounl over 
160,850

$349,700 no limit $101,469 25 plus 35% of Ihe amount over 
349,700

Schedule Y-1 — Married Filing Jointly or Qualifying Witlow(cr)

If taxablo incomo is ovor- But not ovor- Tho tax Is:

so $15,650 10% of the amount over SO
S15.650 563,700 S1.565.00 plus 15% of Ihe amounl over 15.650
$63,700 S128,500 $8,772 50 plus 25% ol the amounl over 63,700

S128,500 5195,850 $24,972 50 plus 28% of Ihe amount over 
128,500

$195,850 $349,700 $43,830.50 plus 33% of Ihe amount over 
195.850

S349.700 no limit $94,601 00 plus 35% of Ihe amounl over 
349.700

Schedule Y-2 — Married Filing Separately

If taxable Income is ovor- But not ovor- Tho tax Is:

$0 [$7,825 (10 V '• o f Ihe amount over $0
[$7 825 _  ([S31,850 [$782 50 plus 15% of Ihe amounl over 7 825
S31.850 |j$64.250_ [$4,386 25 plus 25f of Ihe amount over 31.850
$64,250 j!i;i'.r>?r. $12,486 25 plus 28% of Ihe amount over 

64.250
$97,925 |$ 1 74.860 $21,915 25 plus 33% ol Ihe amounl over 

97 925
|$ i/4 i t5 0  ([mi limit u

S47.300 60 pi.is ? r'" ol II ■ am it. 1 . Act 
174 vvi

l i l ip:  V u u \ v . i r s . g o v T o m i s p u b . V a r i i c k / O , . i d  I M 2 7 2 . 0 0 . l i t m l 7 27 200.X
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If taxable Incomo is ovor- But not ovor- The tax is:

$0 S11,200 10% of Ihe amount over SO
$11,200 S42.650 $1,120 00 plus 15% of the amount over 11,200
$42,650 $110,100 S5,837.50 plus 25% of Ihe amount over 42,650

$110,100 $178,350 S22.700.00 plus 28% of Ihe amount over 
110,100

$178,350 $349,700 $41,810.00 plus 33% of Ihe amount over 
178,350

S349.700 no limit $98,355.50 plus 35% of Ihe amount over 
349,700

Reviewed 25-NOV-2007

hllp://\\uu.irs.gov formspuhs article 0,.id lM272.oo.html 7 ’27/20i )S
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J j l  In terna l Revenue Service
United States D epartm ent o f  jhc  Treasury

2008 Inflation Adjustments Widen Tax Brackets,

IR-2007-172, Oct. 1G, 2007

WASHINGTON —  For 2008. personal exemptions and standard deductions will rise, lax 
brackets w ill widen and workers will be able to save more for retirement, thanks to inflation 
adjustments announced today by the Internal Revenue Service

By lav/, Ihe dollar amounts for a variety of tax provisions must be revised each year to keep 
pace with inflation As a result, more than three dozen lax benefits, affecting virtually every 
taxpayer, are being adjusted for 2008 Key changes affecting 2008 returns, filed by most 
taxpayers in early 2009, Include Ihe following:

•  The value o f each personal and dependency exemption, available to most taxpayers, 
is S3.500. up $100 from 2007.

•  The new standard deduction is S10.900 for married couples filing a joint return (up 
S200). S5.‘I5C for singles arid married individuals filing separately (up $100) and 
S3,000 for heads of household (up $150). Nearly two out o f three taxpayers take Ihe 
standard deduction, rather than itemizing deductions, such as mortgage interest, 
charitable contributions and stale and local laxes.

•  Tax-bracket thresholds Increase for each filing status For a married couple filing a 
jo int return, for example, the taxable income threshold separating the 15-percent 
bracket from the 25-percent bracket is $05,100, up from $63,700 in 2007.

•  The maximum earned income tax credit for low and moderate income workers and 
working families w ith two or more children is $4,824, up from $4,710. The Income limit 
for the credit for jo int return filers w th  tv/o or more children is $41,646, up from 
539,783

•  The maximum Hope credit, available for Ihe first two years of post-secondary 
education, is $1,800, up from $1,650 in 2007

•  The Income lim it for the savers credit Is $53,000 for joint filers (up $1,000), $39,750 
for heads of household (up $750) and S26.500 for singles and married persons filing 
separately (upS500) t.ow-and moderate income workers who contribute to a 
retirement plan, such as an IRA or 401 (k). may qualify for tho credit, which is available 
in addition lo any other tax savings that apply

•  The contribution amount allowed for Rolfi IRAs begins lo  phase out for joint fitoir, with 
incomes exceeding $159,000 (up from $156,000) and S 101,000 (up from $99,000) for 
singles and heads o f household

•  For conlnbuiions to n tradilionnl IRA tfie deduction phaso out rango for an individual 
covered by a retirement plan at work begins a l income of S85.000 for joint friers (up 
from  $83,000) and $53,000 for a single person or head of household fup from 
$52,000)

•  Participants In most employer sponsored 4 0 t(k ) plans and 403(b) plans for 
employees of public schools and certain lax exempt organizations can contribute up 
to $15 500, unchanged front 2007 Individuals, age 50 or over can make an 
additional contribution ot up lo S5 000 also unchanged from 2007

•  Individuals participating in SIM Pl f retirement plans can conti bute S 10,500, 
unchanged tram 7007 Those, age 50 or aver can make an additional contribution c l 
up lo $2,500 also tin ' hanged from 7007

• The annual contribution I mil for most defined contribution plans rises to $46,000. up
fiom  $45 000 in  2007

I c . il i ill the | . i,- ii iinrJ reliu ii'ent j'.in ii-i.oerl r.hitn jes i mli-r • i ilf
. i* i ! ei i • ■ n i ; tineor, ,v I- i i |, i i If i i . i I i . I .ie . m.'

Related Item s
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Revenue Prr edure 2007 66
IP-2007-171. 7S Announces Pension Plan Limitations for 2008
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•* Amoun t o f 2007 Permanent Fund D iv idend - $ 1,654

•  Applications fi led - 628,895 
Adult applications -451 ,022 
Child applications -177,873

•  Total on line applications filed -420,569

•  Online applications fi led w ith  eSign (electronic signature) - 276,203

•  Online applications were received from every zip code in the state

•  Applicants fi l ing for the first t ime - 34,580

•  Applications denied for be ing late (fil ing after March 31 )- 2,282

•  Dates for direct depos it  - October 3 and 17, 2007

•  Date first batch o f  checks issued - November 13,2007

•  Top three reasons w hy  Alaskans were absent dur ing the 2007 PFD qualify ing year: 
Accompanied an Alaska resident who  was elig ible for a PFD
Served on active d u ty  in the U,S, Armed Forces 
Enrolled as a fu l l- t ime student (post-secondary education)

•  Letters sent to applicants requesting addit ional in formation - 65,916

•  Am oun t o f funds assessed and PFD payments denied by the PFD fraud un it - $3,017,283

•  Percent o f male applicants - 50 87% (319,935)

•  Percent o f female applicants - 49 ,13% (308,960)

•  Oldest applicant on file - 104 years old

•  Alaska newborn applicants (born in 2006 qualify ing year) • 9,368»

'■•a v u * ( > t d  a l m L a  g o v
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The population o f  A laska in 2006 was 677,450. Its rank was 47th in the nation.

PER CAPITA PERSO N A L INCOM E

In 2006 Alaska had a per capita personal income (PC'Pl) o f  S3S, 138, This PCPI ranked 16th in the 
United States and was 104 percent o f  the national average, $30,7 i 4. The 2006 PCPI reflected an 
increase o f  5 2 percent from 2005. The 2005-2006 national change was 5.6 percent. In 1996 the PCPI 
o f  Alaska was $25,805 and ranked 9th in the United States. The 1996-2006 average annual growth rate 
o f  PCPI was 4.0 percent. The average annual growth rate for the nation was 4.3 percent.

TOTAL PERSO NA L INCOM E

In 2006 Alaska had a total personal income (TP I) o f  $25,836,392* This TIM ranked 46th in the United 
States. In 1996 the TPI o f  A laska was $15,704,172* and ranked 47th in the United States. The 2006 
TPI reflected an increase o f  6.4 percent from 2005. The 2005-2006 national change was 6.7 percent. 
The 1996-2006 average annual growth rate o f  TPI was 5.1 percent. I he average annual growth rate for 
the nation was 5.4 percent.

COM PONENTS O F  TO TA L PERSONAL INCOME

Total personal income includes net earnings by place o f  residence, dividends, interest, and rent; and 
total personal current transfer receipts received by the residents o f  Alaska. In 2006 net earnings 
accounted for 70.1 percent o f I PI (compared w ith  69.4 in 1996), dividends, interest, and rent were 15.1 
percent (compared w ith  17.4 in 1996); and personal current transfer receipts were 14 X percent 
(compared w ith  13.2 in 1996). From 2 0 0 s to 2006 net earnings increased 5.7 percent; dividends, 
interest, and rent increased 8.0 percent; and personal c r  rent transfer receipts increased X.4 percent. 
From 1996 to 2006 net earnings increased on average 5.2 percent each year; dividends, inletest, and 
rent increased on average 3 6 pc-icem- and personal current transfer receipts increased on average 6.3 
percent.

KARNINUS BY PLAC E O F W O RK

Earnings o f  persons employed in Alaska increased from 520.278,538* in 20tt5 to $21,508,726* in 
2006, an increase o f  6.1 percent. I he 2005-2006 national change vs.is 5.7 percent. The average annual 
growth rate Irom the |99(> estimate o l $13,054.840* to the 20'ti» estimate was 5 .1 percent I he average 
annual growth rate lo r the nation was 5.5 percent.

* . V i v  i i>t i •ux/iW i-.' //»«■ r « .  i/ f / i .M  n r V t ' V I  i t w  o r f / i . i io o : . ,1 .•* x  , < t  m j l i i u i t i
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THE M ISSING  DIME: BREAK AT FLO RIDA PUM PS IS OVER
Associated Press

Florida motorists paid 9.4 cents per gallon less for gas on average in the final days of the monthlong 
gas tax break over the weekend than they did at the end of July, AAA South said Wednesday.

The estimate of how much Florida drivers saved over what they would have paid on July 31 before 
the tax break began was based on credit- card transactions at more than 5,000 gas stations in the 
state. The eight-cent cut in the gasoline tax endea Tuesday.

"Now what we expect to happen in September is that prices will go up eight cents, but not 
necessarily all at once," said Gregg Laskoski, a spokesman for Tampa-based AAA Auto Club South, 
which serves Georgia and Tennessee as well as Florida.

The club will continue to track prices so it can issue a report later reflecting prices at Florida pumps on 
Wednesday, the first day the state resumed collecting the full tax on gasoline.

The wholesale price of gasoline continued to fluctuate in August, and was likely down by a penny or 
so at the end of the month over where it was at the end of July, allowing for the savings above the 8 
cents attributable to the tax cut. Laskoski said.

AAA also has kept track of the average price of a gallon of gas in Georgia and Tennessee and used 
a comparison formula to figure out what prices would be in Florida without the tax cut, based on 
historical differences between prices in Florida and those in other nearby states, which is often lower, 
Laskoski said.

The average price of a gallon of gas in Florida on Tuesday was $1 809. compared with 31.769 in 
Tennessee and Georgia

Using the comparison model, AAA estimated the average puce for a gallon of gas  in Florida without 
the gas tax cut would have been 51 903 on Tuesday.

PHOTOS BY WALTER MICHOT / HERALD STAFF WHAT A DIFFERENCE A DAY MAKES Prices 
at the Tom Thumb convenience store pumps at Dykes and Griffin roads fluctuated a lot between 
Tuesday, left, and Wednesday, right, when the state lifted the monthlong tax break

REAL Cities
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Florida motorists who enjoyed an eight-cent drop in the price of gasoline this August - even if they 
didn’t get rich on the savings - will see gas prices return to normal today.

"My customers are definitely going to notice," said Melinda Cuasud, 22, assistant manager at the 
Hess station at 64th Avenue and Taft Street in Hollywood. She pointed to a small sign at the cashier's 
window that explained the reduction in Florida's 14.3-cents-a-gallon fuel tax.

Another sign read the discount would end today.

"A lot of them waited until [today] to come in and fill up and take advantage,” Cuasud said Monday.

Maria Velez, manager of a Citgo, near the Fort Lauderdale-Hollywood International Airport, said 
customers were lamenting the fact that the price of gasoline was returning to normal.

"People are always asking me about it," she said. "That’s what they are thinking about."

The temporary savings came at the end of a summer that saw record-breaking gasoline prices across 
the nation. In Florida, the price for unleaded gas has risen from just more than 51.50 a gallon in late 
2003 to more than 52 a gallor in June 2004, according to the Florida attorney general's office.

The monthlong tax break cost the state 560 million and came out of the state’s general fund to pay for 
the "gas tax holiday," said state Attorney General Charlie Crist, who worked with the AAA in Florida 
and the petroleum industry to advertise and implement the statute.

Station owners who did not comply with the law faced a third-degree felony, punishable by 55,000 in 
fines and up to five years in prison.

"Fortunately, the compliance rate was extraordinary," Crist said.

Only one station, in Pinellas County, initially ignored the law. So Crist paid a visit.

"I walked up to the clerk and told him that the state was serious, and he marched outside and 
changed the price (on the marquee] right then and there." said Crist, who chuckled at the clerk's 
reaction to his surprise visit.

The Herald visited several stations Monday and motorists emphasized how much a penny is valued 
these days

It saved me a lot" sud Lon Kocs's. 35 a mother of three from Davie who filled up at a Chevron 
station on Sheridan Street in Pembroke Pm .*s

STATE ’ G ASO LIN E TA X  HOLIDAY* ENDS FOR DRIVERS 
ASHLEY FANTZ, afantz@herald.com
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"I take my kids to school, drive to my job. I’m in the car a lot. Hate to see all this end.”

If there's overwhelming support for the measure, the state may apply it again next year, said Gregg 
Laskoski, a spokesman for the AAA in Tampa.

"We're still trying to figure out how big the benefits were, how much people saved and so on,” he 
said.

"Some retailers might think they lost money at the beginning of August, so they might want to recover 
the perceived loss," he said. But, he warned, "that could be a dicey issue when it comes to penalties 
the state could impose."

Ian James, owner of Sunset Chevron in South Miami, said his customers were going to be angry on 
Sept 1.

" I think [the tax cut] was a bad idea," he said. "W e have notices at all the pumps. But people think 
that the prices just went down."

Other drivers shrug their shoulders at the changing price. They have no control over what they pay, 
as frustrated as that may make them.

"It's ridiculous! But I ain't got no choice," Marcus Allen, 29, said while filling a friend's red Honda at a 
Citgo station at Northwest 27th Avenue and 112th Street in North Central Dade. "I got to drive to and 
from work."

Allen, a landscaper, added that high gas prices have prompted his friends to joke about replacing 
their cars with a less expensive mode of transport.

"I say we got to get scooter bikes," he said.

Herald staff writers Trenton Daniel and Susan Anasagasti contributed to this report.
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T e n  R e a s o n s  W h y  t h e  $ 8 0 0  M i l l i o n  
A l a s k a  R e s o u r c e  R e b a t e  P a y m e n t  ( A R R P )  i s  

N o t  i n  A l a s k a ' s  B e s t  I n t e r e s t

by  A laska  C on se rv a t io n  S o lu t io n s  
Ju ly  16, 2 0 0 8

1) The ARRP is very expensive, and not based on a careful analysis of needs, 
consequences, or alternatives.

U n q u e s t io n a b ly ,  $ 8 0 0  m i l l io n  is a lo t  o f  m o n e y .  P r io r  to  a p p r o p r ia t io n ,  a p roposed  
e x p e n d i t u r e  o f  th is  s ize d e m a nd s  a v e r y  t h o u g h t f u l  e x a m in a t io n ,  in c lu d in g  a 
t h o r o u g h  a n d  c a re fu l  a n a ly s is  o f  needs , c on sequen ces ,  and  a l te rn a t iv e s .  T h a t  
a n a ly s is  has s im p ly  n o t  been done  In th e  case o f  th e  ARRP.

As no ted  b y  th e  F a i rb an k s  D a i ly  News M ine r ,  "th e y  (th e  L e g is la tu re ) n e e d  to 
in te rv e n e  c a u tio u s ly  b y  exp lo ring  a ll the  ra m ifica t io n s  a n d  a vo id  the  tem p ta tio n  to 
sh o v e l ca sh  w illy -n illy  to a p u b lic  in c re a s in g ly  a sk in g  fo r h e lp ."  (F a irb a n k s  N ew s 
M in e r, J u ly  9 , 2 0 0 8 )

2) The ARRP w ill be politically d ifficu lt, if not impossible, to end so long as 
energy prices rem ain high.

W e need o n ly  lo o k  a t  th e  A laska  P e rm a n e n t  Fund d iv .d e nd  p ro g ra m  and  spe c if ic  
e n t i t l e m e n t  p r o g ra m s  to  re cogn ize  h ow  d i f f i c u l t  i t  is to  d is c o n t in u e  o r  re du ce  th em .  
W i th  foss i l  fu e l p r ice s  p ro je c te d  to  c o n t in u e  to  in c re ase , and  w i t h  c o n s e rv a t io n  and  
e n e rg y  e f f ic ie n c y  m e a s u re s  m a d e  to  seem  less u rg e n t  due  to  th e  ARRP p ro g ra m ,  o u r  
s ta te  w i l l  be in a w o rs e  po s i t io n  a y e a r  f r o m  n o w  i f  w e  a d op t  th e  re s o u rc e  re b a te  
a p p ro a ch .  As o u r  d e pe n d e n ce  on  foss i l  fu e ls  c o n t in u e s  to  g ro w ,  so w i l l  o u r  e co nom ic  
h a rd s h ip s .  T w e lv e  m o n th s  f r o m  now , i t  Is v e ry  u n l ik e ly  t h a t  th e  le g is la tu re  w o u ld  be 
a b le  to  d is c o n t in u e  o r  s ig n i f ic a n t ly  re du ce  th e  re b a te  p r o g ra m .

As an e d i to r ia l  in th e  F a irb an ks  D a i ly  N ews  M in e r  f u r t h e r  o b se rve s ,  "the  g o ve rn o r's  
p ro p o sa l is  fc , one y e a r  on ly . B u t w h a t about n e x t y e a r  a n d  the  y e a r  a fte r  th a t? 
A la sk a n s  co u ld  co m e to exp ect the  s ta te  w ill n d c  to th e ir  re scu e  each  y e a r . A se n se  
o f e n tit le m e n t, o n e  a ris in g  out o f  a p rin c ip le  that the s ta te 's  p ro fits  from  oil re ve n u e  
sh o u ld  be sh a re d  d ire c tly  w ith th e  m a ss e s , co u ld  m a n ife st itse lf . An  e n tit le m e n t 
p ro g ra m  co u ld  soon  be b o rn . "  (F a irb a n k s  D a ily  N ew s M in er, Ju ly  9, 2 0 0 8 )

3 ) The resource rebate  would be subject to federal taxation , so a 
m eaningful proportion of the state's revenues (1 0 %  to 3 5 % ) w ill go to the  
federal governm ent.

T he  G o v e rn o r 's  s ta te d  in te n t  is to  b e n e f i t  A la s kan s ,  as th e  o w n e rs  o f  th e  s ta te 's  
re s ou rc e s .  H ow e v e r ,  be cause  th e  ARRP w o u ld  be s u b je c t  lo  fe de ra l  ta x a t io n ,  a 
s ig n i f ic a n t  a m o u n t  o f  th e  p a y o u t  w ou ld  in fa c t  be  e x t r a c te d  f r o m  th e  s ta te .  The  
fe d e ra l  ta x  ra te  is f r o m  1 0 %  lo  3 5 % , w i t h  a la rge  p e rc e n ta g e  o f  A la s k a n s  p a y in g



2 5 %  (A la s ka 's  p e r  cap ita  in c om e  is a b o u t  $ 4 1 ,0 0 0 ,  w h ic h  is in th e  2 5 %  b ra c k e t ) .  
Does  i t  m a k e  sense  fo r up  to  $ 2 0 0  m i l l io n  o f  th e  s ta te 's  re v e n u e s  to  go  to  th e  fede ra l 
g o v e r n m e n t  in  ta xe s?  No.

4 ) The ARRP disrupts energy-saving responses to price signals and does not 
prom ote any positive m id- or long-term  energy reduction benefits.

Price s ig na ls  a re  c ru c ia l .  As n e w s p a p e r  and o t h e r  re p o r ts  d e m o n s t r a te ,  peop le  
th r o u g h o u t  A la ska  a re  ta k in g  a c t io n s  now  to  re du ce  t h e i r  c o n s u m p t io n  o f  e n e rg y  in 
re sponse  to  r e a l -w o r ld  in c reased  foss i l fue l p r ices . A c c o rd in g  to  G o ld m a n  Sachs  and 
o th e rs ,  o i l c o u ld  reach  $ 1 5 0  to  $ 2 00  p e r  b a r re l by  th e  end  o f  th e  y ea r .  T h is  is re a l i ty ,  
and  w e  need to  a d ju s t  to  th is  r e a l i t y  as soon  as poss ib le  b y  im p le m e n t in g  e n e rg y  
c o n s e rv a t io n ,  e n e rg y  e f f ic ie n c y ,  and  re n e w a b le  e n e rg y  o p t io n s .

I f  in v e s te d  to w a rd s  th e se  sh a re d  goa ls ,  $ 8 0 0  m i l l io n  cou ld  re p re s e n t  a h u ge  s te p  
to w a rd s  a c le an , s u s ta in a b le  a n d  p ro sp e rou s  e n e rg y  f u tu r e  fo r  A la s kan s .  D ispe rsed  to  
in d iv id u a ls ,  h o w e v e r ,  $ 8 0 0  m i l l io n  w il l  m u te  p r ice  s ig na ls  and  e n e rg y - s a v in g  
re sponses ,  and  p o te n t ia l l y  in c re ase  e n e rg y  c o n s u m p t io n .  As S ta te  H ouse  F inance  
C o m m i t te e  C o -C h a i rm a n  K ev in  M eye r  has n o te d ,  p e op le  can  use  th e i r  $ 1 2 0 0  to  buy  
w h a te v e r  th e y  w a n t ,  in c lu d in g  a big sc reen  te le v is io n .  Th e y  m ig h t h a v e  b een  hold ing 
o ff  on su ch  p u rc h a se s  b e ca u se  o f  h igh e n e rg y  b ills , he  sa id . "Now th e y  can  b u y  th a t 
TV  to o ."  (A n ch o ra g e  D a ily  N ew s, Ju n e  2 1 , 2 0 0 8 )

The  ARRP c o n t r a v e n e s  th e  G o v e rn o r 's  2 0 08  m is s io n  to  p ro d u c e  "a  s ta te w id e  p lan  to  
re d u ce  e n e rg y  cos ts , p ro m o te  e n e rg y  c o n s e rv a t io n ,  and  se cu re  long  te rm  e n e rg y  
s u p p ly  s o lu t io n s  fo r  each re g io n  o f  th e  s ta te . "

A ga in ,  as th e  N ew s  M ine r e d i to r ia l  o b s e rv e s :  "hand ing  o u t m o n e y  h a rd ly  en co u rag e s 
p eo p le  to co n se rve  en e rg y . A n d  e n e rg y  co n se rva tio n  n e e d s to be a p ra c t ic e  in stilled  
th ro ug hout h o m e s a n d  b u s in e sse s  in A la sk a . A n d  th e re 's  no g u a ra n te e  a t  a ll that 
peop le  w ill sp e n d  th e  $ 1 ,2 0 0  p a y m e n t on e n e rg y  b ills . The s ta te  could  be g iv ing  
m o n e y  a w a y  o n ly  to  st ill find  p eop le  in need  th is  w in te r. “  (F a irb a n k s  D a ily  N ew s 
M in er, Ju ly  9 , 2 0 0 8 )

5) The ARRP is not targeted .

The  ARRP does  n o t  t a rg e t  th o s e  m o s t  in  need . A la s kan s  a re  n o t  b e ing  a f fe c te d
e q u a l ly  by  h ig h  fue l pr ices . To  c i te  j u s t  a few  e x a m p le s :

* A c co rd in g  to  UAA 's I n s t i t u t e  o f  Soc ia l and  E conom ic  R esea rch  ( ISER ) ,  low  
in com e  fa m i l ie s  in A la s ka 's  m o s t  re m o te  to w n s  and  v i l la g e s  a re  e x p e c te d  to 
spend  41 c e n ts  o u t  o f  e v e r y  d o l la r  th e y  m a ke  on p o w e r  and  h e a t  in 2 0 0 8 .  In  
c o m p a r is o n ,  A n c h o ra g e 's  lo w e s t - in c o m e  h o u se h o ld s  w i l l  s pend  a b o u t  4 cen ts  
pe r e a rn e d  d o l la r  on e n e rg y  b i l ls ;  and w e l l - o f f  A n c h o ra g e  re s id e n ts  w i l l  pa y
ju s t  2 %  o f  t h e i r  in c om e  fo r  h o m e  e n e rg y  use.

ISER e s t im a te s  th a t  th e  m e d ia n  an nu a l p o w e r  a n d  h e a t in g  cos ts  fo r  an  
A n ch o ra g e  f a m i ly  is a b o u t  $ 2 ,7 0 0 ,  c om pa re d  to  a b o u t  $-1 ,900 fo r  midsize 
to w n s  a nd  c i t ie s  and  $ 7 ,6 0 0  fo r  r e m o te  ru ra l  v i l la g es .



• I f  a f a m i ly  o f  fo u r  is m a k in g  $ 1 5 0 ,0 0 0  pe r ye a r ,  and  i f  t h a t  f a m i ly 's  to ta l  
e n e rg y  cos ts  ha ve  in c re ased  by  a to ta l  o f  $ 7 5 0  p e r  ye a r ,  s h o u ld  th e  
g o v e r n m e n t  be p ro v id in g  th a t  fa m i ly  an a d d i t io n a l  $ 4 ,8 0 0  pe r  y e a r ’  As a 
re ce n t  new s  re p o r t  no te s ,  "S o m e  le g is la to rs , inc lud ing  A n ch o ra g e  D e m o cra tic  
R ep . M ike  D oogan , oppose send ing  e ve ryo n e  a ch e ck  re g a rd le ss  i f  th e y  n eed  
it. T h e y 'v e  sa id  it sh o u ld  be b ase d  on how  m uch  m o n e y  a p e rso n  m a k e s  and  
w h ere  th e y  l iv e ."  D oogan  is q u o te d  as sa y in g ,  "F ra n k ly , I 'm  n o t co n v in ce d  
e ve ryb o d y  in  A la sk a  n e e d s  help  w ith their e n e rg y  c o s t s ."  (A n ch o ra g e  D a ily  
N ew s, Ju n e  2 1 , 2 0 0 8 )

• The  p ro p o se d  $ 1 2 0 0  p a y o u t  w ou ld  be g iven  to  e v e ry o n e ,  re g a rd le s s  o f  
w h e t h e r  t h e i r  e le c t r i c i t y  is g e ne ra te d  by  foss i l fu e ls  t h a t  ha ve  in c re a sed  in 
p r ice , o r  i f  t h e i r  e le c t r i c i t y  is g e n e ra te d  by  lo w -c o s t  h y d ro e le c t r ic  p ow e r .  I t  
w ou ld  be g iv e n  to  e v e ry o n e ,  re ga rd le s s  o f  w h e t h e r  o r  n o t  th e y  d r i v e  a n y  s o r t  
o f  v eh ic le .  I t  w ou ld  be g iv e n  to  peop le  o f  all ages , f r o m  in fa n ts  to  th e  e ld e r ly ,  
w i th  no c o n s id e ra t io n  g iv e n  to  an  in d iv id u a l 's  a c tu a l  need  fo r  s u ch  a ss is tan ce .

• A fa m i ly  o f  fo u r ,  no m a t t e r  w h a t  i ts  in c om e  leve l , does  n o t  h a ve  fo u r  t im e s  th e  
e n e rg y  cos ts  o f  a s in g le  pe rson . To  g iv e  each pe rs o n  in th e  s ta te  a f la t  $ 1 2 0 0  
a m o u n ts  to  a m u ch  g r e a te r  w in d fa l l  fo r  th o se  w ho se  e n e rg y  e x p en se s  a re  
a l re a d y  lo w e r  because  th e y  a re  sha red  w i th  o t h e r  h o u s e ho ld  m e m b e r s .

6) Alaskans w ill be receiving their Perm anent Fund Dividend checks in the 
fall, and can apply some of this income to their energy expenditures, 
especially since the am ount of the dividend is anticipated to increase and 
the check arrives before w in te r. M oreover, the distribution of tw o state  
checks (th e  PFD and the ARRP) w ith in  a short period of tim e could have 
undesirable social consequences.

The  2 0 07  PFD p a y o u t  w as  $ 1 ,6 5 4 ,  and  th e  2 0 0 8  d is t r ib u t io n  is e x p e c te d  to  be 
h ig h e r .  Fo r a f a m i ly  o f  f ive , th e  PFD p a y o u t  in 2007  w as  $ 8 ,2 7 0 .  I t  w i l l  be c lo s e r  to  
$ 1 0 ,0 0 0  th is  y e a r .  S o m e  o f  th e se  re ve n ue s  can be used fo r  e n e rg y  c o s t  re l ie f  fo r  th is  
fa l l  and  w in te r .  I f  passed , th e  ARRP w ou ld  be a r r i v in g  a t  a p p r o x im a te ly  th e  sam e  
t im e  w hen  in d iv id u a ls  and fa m i l ie s  a re  a l re a d y  re ce iv in g  PFD che cks  f r o m  th e  s ta te .

T he  Vo ice  o f  th e  T im es  ob se rve s ,  "w e  o b ject in p rin c ip le  to a n o th e r  fre e -m o n e y  
p ro g ra m  .. .t h e  s ta te 's  d o lla r g iv e a w a y s  a lso  ten d  to b ring  n e w  p eo p le  to the  s ta te , 
p eo p le  w hose  p r im a ry  m o tiva tio n  is  not la  b ecom e A la sk a n s  b u t to g e t th e  fre e  
c h e c k s . "  The V O T a lsu  n o te s , " ive  w ill be su rp rise d  i f  m a n y  le g is la to rs  h a v e  the  
co u rag e  to vo te  a g a in s t  i t . "  (V o ice  o f th e  T im es, Ju n e  2 0 , 2 0 0 8 )

7 ) The ARRP w ill be negatively perceived in W ashington, DC, w ith  
potentia lly  adverse and costly consequences.

All s ta te s  a re  s u f fe r in g  f r o m  h ig h e r  fue l and  o th e r  co s ts ;  A la s ka  Is no t u n iq u e .  T he re  
a re  m a n y  issues  b e fo re  C ong re ss  th a t  can  e i th e r  b e ne f i t  A la s ka  o r  no t ,  in c lu d in g  
s h a r in g  o f o f f - s h o re  o i l re v e n ue s ,  a p p ro p r ia t io n s ,  and  a l lo c a t io n s  u n d e r  a U c b e rm a n -  
W a rn e r  o r  s im i la r  b i l l .  I f  A la s ka  is p e rce iv ed  as "a w a s h  In m o n e y "  and  "Ju s t  g iv in g  It 
a w a y "  th is  c o U d  h a v e  s e r io u s ,  e x p e n s iv e  c on sequen ce s  to  in d iv id u a ls  a n d  th e  s ta le  
as  a w ho le .



" I t  co u ld  be h a rd e r  fo r  A la sk a  to g e t fe d e ra l a s s is ta n c e  fo r  p ro je c ts  a n d  p ro g ra m s i f  
p eo p le  in th e  L o w e r  4 8  th in k  the  s ta te  is  th e  sp o iled  rich  k id  on th e  b lo ck , le g is la to rs  

s a id . "  (A n ch o ra g e  D a ily  N ew s, Ju n e  2 1 , 2 0 0 8 )

8 ) Common resources should he invested for the com m on good.

The  s o u rc e  o f  th e  fu n d in g  fo r  th e  ARRP p a y m e n ts  is th e  s u rp lu s  th e  s ta te  is re ce iv in g  
be cau se  o f  h ig h  o i l p r ice s  and  las t y ea r 's  o i l  t a x  in c re ase s .  As such , th is  s u rp lu s  is 
c o m m u n i t y  p r o p e r t y ,  and  fo r  log ica l,  c iv ic , and  m o ra l  re a so n s  i t  s h o u ld  be in v e s te d  in 
c o m m u n i t y  p r o je c ts ,  r a th e r  th an  as a w in d fa l l  bonu s  to  in d iv id u a ls .  The  s ta te  has 
m a n y  s e r io u s  n e ed s  t h a t  th e  s u rp lu s  cou ld  e f fe c t iv e ly  a d d re ss .

R e fe rr in g  to th e  p ro p o se d  sp e c ia l d iv id e nd , R ep . M ike  D oogan  n o te s , “Th e  re so u rce s  
a re  o w n e d  in  co m m o n , no t in d iv id u a lly , a n d  the  re v e n u e  is  Lo be u se d  to p a y  fo r 
g o v e rn m e n t g o o d s a n d  s e rv ic e s ."  (A n ch o ra g e  U u i! y  N iw s , Ju ly  1 3 , 2 0 0 8 )

9 ) The ARRP com m unicates, by exam ple, a series of bad messages to o ther 
states and nations, as w ell as to fu ture  generations; it is sho rt-te rm , 
expensive, en titlem ent-induc ing , non-targeted , and unfair.

H ow  w e  a d d re s s  th e  c u r r e n t  s i t u a t io n  is a te a c h a 1 'e m o m e n t  f o r  o u r  c h i ld re n .  W il l  we 
a d o p t  a s h o r t - t e rm ,  e x p e n s iv e ,  e n t i t l e m e n t - in d u c in g ,  p o l i t i c a l l y - o p p o r tu n is t i c ,  n o n ­
t a rg e te d ,  a n d  u n f a i r  a p p ro a ch ?  O r w il l  w e  p ro v id e  fo cu sed  a s s is ta n ce  t h a t  
a c c o m p l is h e s  n u m e ro u s  s h o r t - ,  m id -  and  lo n g - te rm  goa ls?  W e ha ve  an o p t io n  and  an 
o p p o r t u n i t y ,  e i t h e r  to  b e n e f i t  o u r  c h i ld re n 's  f u tu r e  o r  n o t .  W h ich  w il l  i t be?

10 ) T h e ie  are  m any b e tte r ways to provide short-, m id - and long-term  
energy cost re lie f to Alaskans.

I t  is im p o r t a n t  to  n o te  t h a t  G o v e rn o r  Pa lm h e rs e l f  is r e ly in g  on o th e r s  to  re f in e  and 
im p ro v e  h e r  e n e r g y  cost re l ie f  p ro p o sa l :  "La w m a k e rs  w ill be  e xp e c te d  to p ro v id e  
b e tte r  re m e d ie s , b e tte r  so lu tio n s . "  (Ju n e a u  Em p ire , Ju n e  2 2 , 2 0 0 8 )

The  a t ta c h e d  E n e rg y  R e l ie f  S a v in g s  and  E f f ic ien cy  Pian (ERSEP) w o u ld  he lp  A la skan s  
t r a n s i t io n  p r o m p t l y  and  c o s t - e f fe c t iv e ly  to  th e  re a l i t ie s  o f  s u b s ta n t ia l l y  in c reased  
fo ss i l  fu e l  p r ice s . T ho  ERSEP p ro v id e s  n u m e ro u s  s u g g e s t io n s  fo r  w i r i -w in  s o lu t io n s  
t h a t  w i l l  q u ic k ly  s a ve  A la s kan s  m o n e y  th r o u g h  e n e rg y  c o n s e rv a t io n  and  e n e rg y  
e f f ic ie n c y .  A l l  o f  th e s e  s t r a te g ie s  w i l l  re su l t  in  low e r  e n e r g y  use  n o t  o n ly  in th e  s h o r t ­
t e rm ,  b u t  a ls o  in t h e  m id -  and  lo n g - te rm ,  th u s  s a v in g  A la s k a n s  m o n e y  fo r  yea rs  to  
c om e . In  a d d i t i o n  t o  th e  m o n e ta r y  b e n e f i t s  f r o m  re d u c in g  o u r  foss i l  fue l e n e rg y  use, 
th e re  a re  m a n y  o t h e r  a d v a n ta g e s ,  in c lu d in g  e n e rg y  s e c u r i t y  and  in d e p end en ce ,  
d e c re a s in g  o u r  c a rb o n  fo o tp r in t ,  re du c in g  em is s io n s  o f  o t h e r  p o l lu ta n ts ,  and  
im p ro v in g  o u r  h e a l th .

As Rep. H a r r y  C ra w fo rd  has  sa id , R a lin 's  n e w  p lan ... la c k s  enoug h  e m p h a s is  on 
p ro v id in g  lo n g -te rm , a ffo rd a b le , re n e w ab le  e n e rg y  fo r A la s k a n s  su ch  a s  
h y d ro e le c tr ic , g e o th e rm a l a n d  vdnd p o w er. "Th is $ 1 ,2 0 0  is  not going to m a k e  a lon g ­
te rm  d iffe re n c e  in th e ir  l iv e s ."  (A n ch o rag e  D a ily  N ew s, Ju n o  2 1 , 2 0 0 8 )

but the prudent investment ol this $800 million could.



A l a s k a  H o u s e  F i n a n c e  C o m m i t t e e  
H e a r i n g s  o n  H i t ' s  4 0 0 2 ,  4 0 0 3 ,  4 0 0 4 ,  4 0 0 5  a n d  4 0 0 6  

J u l y  2 6 ,  2 7  a n d  2 8 , 2 0 0 8

Julie K i tka  
President. A laska Federation o f  Natives

M y  name is Ju lie K itka . I am President o f  the A laska Federation o f  Natives, A F N  is the 
largest and oldest s tatewide A laska Nat ive  organ iza t ion in A laska. Its membersh ip  
inc ludes the 13 regional Na t ive  corpora tions, 12 regional non -p ro f i ts  that con tract and run 
federal and state programs and ove r 200 v il lages and tribes th roughou t the State.

I w ou ld  l ike to preface my comments today by no t ing  that A laska Natives are com m it ted  
to w o rk in g  w ith  the slate and federal governments and pr iva te sector partners, lo help 
meet the energy needs o f  A laska and the nation. A s  m a jo r landowners, w'e have 
resources w h ich  can be developed; as owners o f  m a jo r corpora t ions, we have Ihe 
management capac ity and organ izationa l reach to w o rk  w i th  the federal and state 
governments and other ma jo r pr iva te  sector investors to create new sources o f  energy.
O u r  federa l ly  recognized tr ibes, ou r regional hous ing authorit ies, ou r reg ional tr ibal 
consort iums have a strong interest in being part o f  the so lu t ion o f  ob ta in ing  a ffo rdab le  
energy -  lo r  the purpose o f  ma in ta in ing  our un ique way o f  l i fe  here in A laska , and 
he lp ing to meet ou r national energy needs. We know that ou r coun try  needs to become 
more energy se lf -su f f ic ien t and less dependent on fo re ign o i l .  We are also aware that 
g loba l com pe t it ion  fo r energy resources, especia lly f rom  C hina, Ind ia and o ther rap id ly  
deve lop ing  countr ies impac. ou r lives today and w i l l  con t inue to do so in the fu ture. The 
hard truth is that the I >S is faced w ith  tremendous energy challenges, and the cost o f  
fossil fuels is not l ik e ly  to return lo the levels we en joyed in the 1980’ s. Energy 
companies, po l icymakers  and consumers all have then roles to play in c rea t ing  a new 
energy future fo r A laska and fo r the United Stales.

Hut first, we must s tab il ize energy costs and p rov ide  immedia te  r e l ie f  fo r  ind iv idua ls , 
fam il ies and com mun it ies  vv ho are haul lu i and unable to pay the current h igh energy 
costs. ( )ut com mun it ies  must not be a l lowed to collapse under the ex treme ly  h igh costs 
in every sector o f  ou r lives. I r o m  home healing costs, to e lec tr ic i ty , to transportation, to 
food costs the co l lec t ive  impacts o l h igher prices are o ve rw he lm in g  o u r  a b i l i t y  to make 
ends meet Not everyone is fortunate to have a h igh pay ing  job . Not ev eryone has the 
resources to pay h igher costs and not l lm ch . Many Alaskans are be ing hurl r igh t now. 
and we cannot a l lb u l  to igno ic  the dangers r ight before us.

As U.S. c it izens, l iv in g  m the nchcst. most powe rfu l country in the w o r ld ,  we A laskans 
cannot -.it qu ietly vv lu le economic l ife l ines are cut and schools and health c l in ic s  are in 
danger o f  co l lapsing We cannot allow b i l l io ns  o f  do l la rs o f  w in d fa l l  energy revenues 
l low  into Ihe Slate o l A laska 's  coffers gist to be put away fo r a i tun y  day. I f  this is not 
a r.iinv dav then what is '1



We are expe r ienc ing  rapid change r igh t now . M os t l ik e ly ,  the who le  U.S. economy, 
in c lud ing  A la s ka 's  economy, w i l l  be to ta l ly  restructured by these high energy costs.
What was an adequate response yesterday is not adequate today. We w i l l  need all 
A laskans w o rk in g  together to overcome the magn itude o f  these changes. We w i l l  need to 
understand the econom ic d r ive rs  and how  they w i l l  change many o the r aspects o f  our 
economies. U til make no m istake, we must act today.

( here are many th ings the A laska Leg is la tu re can do in this special session, In our 
testimony, we have grouped ou r recommendations in to tw o  areas: ( I ) immedia te re l ie f  
and (2 ) inves tmen t in A laska. Bo th can be accomplished this summer in this Special 
Session. A nd  both need to be accomplished i f  we are to address the real needs o f  this 
beau ti fu l state and its people.

C o l le c t iv e ly ,  w e  have considerab le reserves o f  o i l ,  gas, coal and h droe lec tr ic  power. 
A cco rd in g  lo a recent ISER Report, em p loym en t in the pe tro leum indus try  reached a new 
high in 2U07 and w i l l  con tinue to be strong. N ew  companies cou ld  be attracted to 
A laska, ami pressure to open more land fo r o i l  and gas deve lopment w i l l  in tensify. 
Howeve r , the current and unprecedented o i l  prices are causing extreme hardship fo r 
A la ska 's  fam il ies , especia l ly those w ho  l ive  in rura l areas. Rura l A laska has some o f  the 
highest per capita powe r and fuel costs in the U.S. A s  a consequence, bush commun it ies  
are expe r ienc ing  tin energy cris is the likes o f  w h ich  we have never seen before.

O u r  rura l com m un it ie s  are not on any pow e r g r id  and are dependent on pe tro leum fo r 
three m a jo r uses -  space heal (homes, pub l ic  bu i ld ings  and businesses); transporta tion 
(a irc ra ft , snow machines, ou tboard motors, Ibur-whee lers); and e le c t r ic i ty  fo r  l igh t ing  
and appliances). Fuel o i l  prices in some v illages have gone as h igh as SI I per ga l lon ; and 
m the w in te r  months, a v i l la ge  home can use fou r o r f ive  55 -ga l lon  drums o f  o i l  lo r  
healing each month . Th is  equals $2 ,000 per home/per month in A rc t ic  V i l la ge . $1 ,650 in 
I lughcs, and $1,375 in l l l iam na . I hose prices cannot be met - now  o r ove r the long term. 
Just as s ig n i f ic an t ly ,  eve ry th ing  in ou r v i l lages is af fected by  the h igh cost o f  fuel, even 
more so than in ou r c it ies because o f  the econom ies o f  scale o f  serv ing remote locations, 
( i rocer ies , toothpaste, medic ine, diapers, c lothes, lumber, au tomob ile  and truck parts 
everyth ing  - has gone up in price. Th is  is devasta ting to ind iv idua ls  and small businesses; 
especially when wages have not gone up in decades As  an example , an cargo prices in 
one area jum ped  another 32"» just last month a fter prev ious increases,

So. w h i le  A la s k a ’ s co ffe rs  are f i l le d  by high o i l  prices, its fam il ies, espec ia l ly  those in 
m in i  com mun it ies , are s t i l le im g , In May 2008. the A l  N Uoa id  o f  D irecto rs adopted a 
leso lu t ion  ca l l in g  on ( iove rno i I ’u l in and the A laska I cg is la iu re to address this grow mg 
cris is by adop t ing  a long- te rm  energy plan one that covers every region o l the State and 
w Inch has an ov cra ll goal o f  equa l iz ing  envigy costs Ibi all A laskans. We bclicv e a 
mu lt i- face ted  app ioach must be taken one that prov ides re liab le, sustainable and 
a f fo rdab le  energy to all A laskans: that encourages conserva tion; and that promotes 
econom ic  deve lopment oppo rtun it ies  in the piocess



O ve r the course o f  the summer, A F N ’ s Energy W o rkg roup  met lo  discuss va r ious op t ions 
fo r addressing the g row in g  energy cris is in A laska. It dev e loped a m a tr ix  o f  sho rt- te rm  
and long- te rm  actions that cou ld  be taken by the state and federal governments , by 
ind iv idua ls  and by pr iva te  industry . I w i l l  prov ide the Com m it tee  w i th  a copy o f  ou r 
ma tr ix  o f  ideas, but today I w ou ld  l ike to focus on vvluil emerged as ou r top f ive 
recommendations:

J ■ Streng then the Power Cost lu i t ia l i /a l io n  Prouram hv t ine - tun inu  its m iss ion , add i im  
more resources and expanding the c l i i i i h i l i i v  requirements. A F N  supports MB 4003. 
w h ich  w ou ld  p rov ide  increased fund ing  fo r PCE. A dd i t io n a l  fund ing  is c r i t ic a l ly  needed 
to cove r the sho rt- fa l l  expected th is year, as a result o f  the r is ing cost o f  fuel. We also 
recommend s ta tu tory changes to the p rog ram  that w ou ld  m ax im ize  assistance to rate 
payers - in c lu d in g  mak ing  schools, health c l in ic s  and businesses e l ig ib le ; (2 ) increas ing 
the household l im i t  f rom  5 0 0K W h  per month to the national average o f  7 5 0K W h ; and (3) 
increasing the current PCE enti t lement ce i l ing . R igh t now . the PC I: en t i t lemen t is l im i ted  
to payments fo r powe r costs o f  above a m in im um  o f  12 cents pet K W h  attd less than 52.5 
cents per K W h .  The current ce i l in g  o f  52.5 cents per K W h  was set in 1984, 24 years ago. 
Fuel prices have skyrocketed since then - so that now  54 o f  193 com m un it ie s  e l ig ib le  fo r  
the prog ram  are e ither above, o r w i th in  4 cents o f , the ce i l ing . M a k in g  schools, health 
c l in ic s  and businesses e l ig ib le  is importan t because it w i l l  focus energy he lp  where it is 
needed, help keep down in l la t ion , ensure that health and education fu nd in g  goes to those 
purposes; and increase the v ia b i l i t y  o f  many s trugg ling  businesses in rura l A laska . Even 
w ith PCE, the cost o f  e le c t r ic i ty  in PC I: com m un it ie s  is on average 38%  h ighe r than the 
Anchorage /Fa irbanks Juneau weighed average.

2. B ttv  d ow n  debt o f  rura l u t i l i t ies  in o rde r to reduce costs passed on lo consumers - and 
inc lude a pi tee cap on fuel sto c k pinch, iscd ntosneeliv e lv . w i l l )  a mechanism I'm 
le im hu rscm en l from  the State fo r costs in excess o f  the can Mos t rura l u t i l i t ie s  generate 
the ir powe r vv i lh  diesel fuel A cco rd ing  to the A laska Energy A u tho r i ty ,  the cost o f  
diesel fuel fo r  most o f  these, ev en at 2007 prices, amounted to c lose to 50%  or more o f  
the cost o f  p ro v id in g  power, W ith  the inciease in fuel prices in 2008, ru ra l u t i l i t ie s  w i l l  
f ind  it d i f f i c u l t  to operate and main ta in power plants, lank fauns and d is t r ib u t ion  l ines -  
not to ment ion  the ir insurance, interest on long- te rm  debt, taxes and general 
adm in is tra t ive  costs The A laska V i l la ge  E lec tr ic  Coopera t ive (A V E C ) .  fo r  example , 
sc vcs 53 v i l lages in rural A laska, com mun it ies  that have the lowest per cap ita cash 
incomes in the Stale. Because o f  the h is to r ica l ly  high cost o f  power, residents and 
businesses in these com m un i i ie s  have been conserv ing powe r lo t many years, resu l t ing  in 
extremely low electi ic ily consumption . A V E C  pmeha.sed fuel to r its pow e r plants at an 
average cost o f  SI 29 per ga l lon  in 2t>t)J In 2<)0 \  it paid S2 93 Its 2008 de l ive r ies  vv il l 
be at least $4 .00 pci ga l lon  (based on the I A. P la t t ’ s Fuel Price Index as o f  M a y  13.
20(18. repo rt ing  crude o i l  prices at SI 32.57)

W e suppo it a prog ram that w ou ld  g ive ic l ie fd i re c t ly  to u t i l i ty  companies. W e also 
propose capp ing the pi ice o l fuel purchased p iospcct iv  cly by e le d i ic  u t i l i t ie s  ( . W i  t  lias 
suggested a cap o f  S 10.00 per m i l l io n  M IC .  w h ich  w ou ld  translate to a pr ice o f  about



S I .3 0 -S I .45 a ga l lon fo r var ious fuels, depend ing on the ir B T U  con ten t.) The fuel 
supplier w ou ld  charge the u t i l i ty  the mandated pr ice and b i l l  the Stale fo r the balance.

V Expand and support bu lk  fuel in irehasi im. transportation and coopera t ive purchase 
agreements - and con tr ibu te  to the Dena l i C om m iss ion 's  bu lk  fuel storauc pro irram. in an 
e ffo r t to e l im ina te  the storaue hack lou and to comple te  rura l upgrades. C om m un it ie s  
across A laska  are faced w i th  the costs o f  s to r ing fuel, once it arrives. Fuel tanks are 
expensive to buy and to ma in ta in  - rind have to meet s tr ingent government env ironmenta l 
regulations. M a n y  fuel tanks in A laska are not large enough o r are in need o f  upgrades. 
The State needs to step up as a true partner w i th  the federal government in fund ing  fo r  the 
Denali C om m iss io n ’ ; bu lk  fuel storage p rogram . Be ing able to store more fuel should 
help s tab il ize consumer fuel prices. In add it ion , the State should p rov ide  grant fund ing  to 
create bu lk - fue l co-ops that comb ine purchases fo r u t i l i t ies , schools, the state ( fo r  state 
fac i l i t ies ) and pr iva te businesses, s o  that ind iv idua l com mun it ies , c lusters o f  com m un it ie s  
and or regions can create econom ics o f  scale. $ 2 1 1 m i l l io n  are needed to comp le te  the 
back log o f  bu lk  fuel storage tanks, w h ich  are o ld  and unsafe; w h i le  S I ‘AS m i l l io n  are 
needed to comp le te  small e lectr ica l generation upgrades.

4. Provide a fam i ly  fuel subsidy to hc ln meet the immedia te  crisis. W e also support 
passage o f  an energy rebate program. 1 IB  4002 w i l l  p rov ide  immed ia te  much-needed 
re l ie f  to fam il ies  and ind iv idua ls  Because the cris is is so much worse in ru ra l A laska, 
l ioweve i we be lieve consideration should be g iven to p ro -ra t ing the amount o f  the rebate, 
based on the cost o f  liv ing index. A cco rd ing  to a recent s tudy by U A A ’s Institu te o l 
Social and Econom ic  Research ( ISER ). peop le l iv in g  in remote, rural com m un it ie s  are 
pay ing about 41%  o f  the ir annual incomes on home energy use, compared to about 4%  
paid by people l iv in g  in Anchorage. The State o f  A la s ka ’s Department o f  Commerce . 
C om m un ity  and Econom ic  Deve lopment expects the pr ice o f  heating o i l  in remote 
v il lages to rise f rom  30 -5 0%  this w in te r . It is en t i re ly  possib le that thousands o f  ou r 
fe llow c it izens w i l l  not be ab le to pay the ir  energy b i l ls  this w in te r  and s t i l l  buy  food and 
the o ther necessit ies o f  l i fe  w ith ou t this emergency relief.

5. Make a sizable investment in ino iec ts that promote renewable a l te rna t ive enem y and 
conservation efforts. I lie Legis la ture should take this opportun ity  to begin inves t ing  in 
a lte rnative /renewab le energy in a mean ing fu l w ay. We are s trong supporte rs o f  the 
development o f  a lte rnative energy resources as an importan t add it ion  to ou r co u n t r y ’ s 
lossil energy resources. Many v il lages in rural A laska are ac t ive ly  w o rk in g  to deve lop  a 
w ide array o f  a lte rnative and renewable energy projects. They  sec not on ly  the potentia l 
fo r reduc ing the cost o f  energy, but also the tremendous manu fac tu r ing , sales and service 
components (e.g.. the fact that w ind  and solar eneigy w i l l  need ta ilo red products, seiv ices 
and a lte rnative bu i ld ing  materia ls; and the fact that plans and supplies Ibi h yb r id  homes 
and fac i l i t ies that aie now being developed and m a i iu la v iu rcd  ab ioad cou ld  be developed 
and manufactured in \ lusk . i Oui la igc i c i t ies a u  do ing the same II is t ime fo r the
I cg is la tu ie lo  dedicate funds to a llow a ia n g e o t  in i t ia t ives, a l l  ovc i the stale, to get 
mulct way We suggest a m in im um  o f  $5 b i l l io n  as cap ita l and seed fund ing . I he idea o f  
icg iona l energy au iho i i i ic s  is a good one and deserves om support.



( a )  In v e s t  in the  U n i v e r s i t y  o f  A l a s k a  a n d  o t h e r  in s t i tu t io n s  o f  h i u l i e r  e d u c a t i o n  in o r d e r  
to  nut the  be s t m in d s  to  w o r k  o n  la k i n u  n e w  e n c m v  t e c h n o l o g i e s  a n d  s c a l i im  th em  d o w n  
to  c o m m u n i t y  s i / e .  A  lo t  o f  n ew  t e c h n o l o g i e s  a r e  in the  p r o c e s s  o f  d e v e l o p m e n t ,  w h i c h  
c an  c h a n g e  th e  w h o l e  e n e r g y  s i t u a t io n .  A p p l i e d  r e s e a rc h  a n d  d e v e l o p m e n t  is g o i n g  o n  a l l  
o v e r  Ih e  c o u n t r y ,  a n d  m u c h  o f  it w i l l  l o c u s  o n  l a r g e - s c a le  e n e r g y  n e e d s .  It is im p o r t a n t  
that w e  h a v e  an  in s t i t u t i o n a l  f r a m e w o r k  o f  h i g h e r  e d u c a t i o n  w i th  a d e q u a t e  r e s o u r c e s  to 
a ss is t  in the  d e v e l o p m e n t  o f  s o l u t i o n s  r e l e v a n t  to  o u r  s i t u a t i o n  in A l a s k a .  W e  n e ed  
a p p l i e d  r e s e a r c h  a n d  d e v e l o p m e n t  to  m ee t  A r c t i c  c o n d i t i o n s ,  a n d  w e  n e e d  to  s c a l e  d o w n  
s o m e  t e c h n o lo g i e s  to m ee t  s m a l l ,  r e m o t e  c o m m u n i t i e s ’ l ie  \ l s .  T h e  c o m p e t i t i v e  e d g e  in 
the  w o r l d  w i l l  g o  t o  th o s e  a re a s  that h a v e  a f f o r d a b l e  e n e r g y ,  the  bes t  e d u c a t i o n a l  s y s t e m s  
a n d  an  in v e s tm e n t  c l im a t e  that is f o rw a r d - t h i n k i n g .  W e  u rg e  the  A l a s k a  L e g i s l a t u r e  to 
c o n s i d e r  in v e s t i n g  at le a s t  S I  b i l l i o n  r ig h t  n o w  to  e n s u r e  that o u r  in s t i t u t i o n s  a r e  n o t  le f t  
b e h in d .  A  s ta te  w i t h o u t  a s t r o n g  u n i v e r s i t y  s y s t e m  is a s ta te  t r y i n g  l o  n a v i g a t e  the  fu tu r e  
w i th  o n e  h a n d  t ie d  b e h in d  its b a c k .  T h i s  is n o t  w i s e  - o r  n e c e s s a r y .  W e  s h o u ld  a l l o c a t e  
s u f f i c i e n t  fu n d s  to  d r i v e  i n n o v a t i o n  a n d  e d u c a t i o n a l  e x c e l l e n c e .  T h i s ,  in o u r  v i e w ,  is  an 
in v e s tm e n t  in the  fu tu r e  o f  a l l  A la s k a n s .

( b )  P r o v i d e  r e l i e f  l o  o u r  a i r  c a r r i e r s  ( l a r g e  a n d  s m a l l ) .  W e  c a n n o t  le t r u r a l  a i r  c a r r i e r s  
s h o u l d e r  th e  h ig h  c o s t s  o f  e n e r g y  o n  t h e i r  o w n .  W e  n e ed  to  l o o k  at the  v a r i o u s  w a y s  the 
S t a te  c an  p r o v i d e  in c e n t iv e s  l o  k e e p  o u r  e s s e n t i a l  t r a n s p o r t a t i o n  a n d  a i r  c a r g o  s e r v i c e s  
v i a b le .  W e  a l l  d e p e n d  o n  th is  s e c t o r  o f  o u r  e c o n o m y ,  a n d  w e  m us t  d o  w h a t e v e r  w e  c an  to 
e n s u r e  its c o n t i n u a t i o n .

In  c o n c lu s i o n ,  it is c r i t i c a l  tha t the  G o v e r n o r  a n d  the A l a s k a  L e g i s l a t u r e  t a k e  a c t i o n  r ig h t  
n ow . W e  n e ed  im m e d i a t e  r e l i e f  a nd  u e  n e e d  a l o n g e r - t e rm  in v e s tm e n t  in o u r  fu tu r e .  I h e  
t im e  l o  m o v e  is n o w  - b e c a u s e  A la s k a  has  th e  m o n e y  lo  in v e s t  a n d  p a r tn e r s  w i l l i n g  to  
w o r k  w i th  the  S t a t e  to d e v e l o p  o u r  e n e r g y  o p t i o n s .

In addition, the following recommendations deserve your attention:



TALKING POINTS IN REFERENCE TO SENATE BILL 4 0 0 2 / 4 0 0 3

"An A ct estab lish ing  the A la ska  reso urce  re b a te  p ro g ram  a n d  re la tin g  to the p ro g ra m ; and

provid ing  fo r  an  e ffective  d a te ."

My name is Barb Nickels and am the Director of Community Planning & 
Development with Kawerak and also the Director of the Bering Strait 
Development Council, a State designated Alaska Regional Development 
Organization, more commonly referred to as a State ARDOR.
I first wish to thank the Committee for taking public testimony. Because 
Bills 4002 and 4003 arc crucial to the rural Alaskans in my region, I have 
been present in Juneau for a week now to hear both the House and Senate 
Committees meetings and the concerns each of you have with the bills as 
presented and amended. I am confident in our legislative process and 
that Committee members will take a stance that is fair and equitable to all 
Alaskans.
I would first like to aifirm that the ARDOR concurs with the testimony of 
both Julie Kitka and Robert Keith.
To be brief and to the point I am going to speak to bullet points without 
going in to long narrative reasoning, but 1 am more than willing to meet 
with the Committee members individually or as a group to further 
expound on my statements.

• The Bering Strait Development Council supports Senate Bills 4002 
and 4003.

• Rural Alaskans have found themselves in an energy crisis unlike 
anything urban Alaska or the Lower 48 have ever experienced. If 
the intent now for SB 4002 is resource rebate because of the wealth 
the State has incurred versus energy relief, it only strengthens our 
support that the rebate be distributed to everyone, not just the adult 
populations.
As mentioned by some members on both the House and Senate 
Committees, there are Alaskans off the grid that are producing heat 
through generators fueled by diesel and arc not eligible for the 
Home Heating Assistance program, LII IAEP or PCL credits. As 
well there are a number of renters who arc facing increased rents to



make up the costs of higher utility bills to the landlords who arc also 
not benefiting from these other programs. In Nome, I can speak to 
the fact that rents have been substantially increased, from $100-$200 
per month depending on the size of the rental since our fuel barge 
arrived. This makes the S1200 resource rebate payment to 
everyone even more crucial.
The economy in the Bering Strait region is primarily subsistence 
based. The fuel costs have recently risen to well over $7/gallon in 
most of our communities and this will have a definite negative 
impact on the survival of community members for this coming 
winter.
Our lowest income community members are spending almost 40% 
of their incomes to pay for heating costs. With the change to the Bill 
to include this payment with the PFD, this could be detrimental to 
our rural population. Most have large fuel balances from last year’ s 
heating costs that will need to be paid down before they can receive 
fuel for this winter. A large majority of our rural community 
members receive their PDF’s in the form of a paper check because 
they have no bank accounts. This will mean their resource rebate 
dollars could be delivered as late as late November. The original 
intent to this bill was to be able to provide monies with 30 days of 
the bill passing, by September, so that fuel tanks could be filled and 
ready for the winter months.
According to an ISER study on Fuel Costs and Migration, the 
conclusion is that fuel costs matter-a lot -  but do not seem to be 
definitive drivers of migration because migration trends are related 
to earnings. I interpret mean that the people hardest hit arc the 
least able to afford to move, therefore they are paying the higher 
costs for fuel but are having to eliminate other basic necessities. 
However... people are moving during the coldest winter months 
when they can absolutely no longer afford to fill their tanks.

The effect of people temporarily out-migrating will have a negative 
effect on b„th our urban and rural educational systems, not to 
mention the infrastructure that is not in place for a large out­
migration. Our school systems receive State funds based on a



formula derived from a student count in October. Our villages, as 
well as other areas in the State, see much higher energy costs after 
October. It has been evidenced that people move to Anchorage, 
Nome or other hub areas temporarily to live with relatives during 
these high energy cost months the last couple of years. What this 
means to our education system is: those schools who have an influx 
of students have an increased student: teacher ratio, less dollars are 
available per student during the winter months, quality education is 
reduced, and our individual student’s educations are interrupted by 
moving from one school to another in one school year.

The Bering Strait ARDOR provides planning assistance to our 
communities to develop their Local Economic Development Plans 
and from there a regional Five-year Comprehensive Economic 
Development Strategy is developed. As we update these plans, 
alternative energy and other energy solutions are top priorities in all 
of our communities and many have spent their own funds to initiate 
studies and to implement some plans. However, in order to bring 
these plans full circle -  local, regional and then State, we are missing 
a key factor: a State economic development plan of which energy 
will play a huge role.

There are many alternative and conservation efforts being made in 
our region. The Bering Straits Native Corporation has installed one 
of the largest solar panel systems on thei. building, after realizing 
that the obvious conservation steps were just not enough. Also the 
Bering Straits Native Corporation and Sitnasauk have partnered to 
develop an 18 windmill farm and have used over 6 million of their 
own monies. Our Shaktoolik Native store has also funded two 
windmill projects and there are many individual efforts being made 
as well.
The ARDOR has hosted two Energy Summits in the past two years 
and are working towards developing data and implementing studies 
to further these efforts throughout the region. So, rural Alaskans 
are not just sitting back -  we know we are in crisis and want to do as 
much as we can to help ourselves but we also need the State’s 
i m m ed in te ass is t a n cc.



One issue that we had supported, that is now missing from the 
Bill.... and that w<ij highly promoted during AEA’s visits to 
communities.... is the buy down of rural utility debt that will lower 
rates to customers. During the House Committee meeting there 
were discussions regarding whether a tax would be assessed to the 
individual customer if this option was implemented. There was not 
a definitive answer established on the tax issue that I am aware of.
I f  there is not a definitive answer - let’s get one before we delete this 
option.
It is evident that a long-term solution is imminent and the Bering 
Strait ARDOR is totally supportive of and is currently assisting in 
researching alternative energy solutions and conservation efforts for 
our region; however help is needed NOW for mere survival this 
coming winter for our community members and fellow Alaskans.
I would like to conclude by saying that I am extremely proud to be a 
part of a unique, rural community, challenges included, and I am 
even more proud to be part of a region that is willing to step up to 
the plate and take the initiative to assist ourselves through the 
private sector, as well as asking the State for assistance to work 
towards long term alternative energy solutions. We urge yon to pass 
these bills at the full SI 200 for every owner of Alaska. Thank you.
Barb Nickels, Director
Bering Strait Development Council (ARDOR)
PO Box 948 
Nome, AK 99762 
907/443-4248



T h e  E n e r g y  R e l i e f  S a v i n g s  b n d  E f f i c i e n c y  P l a n  ( E R S E P )
o r

A  B e t t e r  A p p r o a c h  t o  A d d r e s s i n g  A l a s k a ' s  E n e r g y  N e e d s  i n  t h e
2 0 0 8  S p e c i a l  S e s s i o n

by  A laska  C o n s e rv a t io n  S o lu t io n s  
Ju ly  16, 2 0 0 8

A laska  is a t  a c r i t ic a l  fo rk  in th e  road . H igh  e n e rg y  p r ice s  a re  c re a t in g  bo th  
b u d g e t  s u rp lu s e s  a n d  in d iv id u a l  ha rd sh ip s .  In  re spon se  to  th is  s i tu a t io n ,  w e  can 
im p le m e n t  a t h o u g h t f u l ,  c o m p re h e n s iv e  s t r a te g y  t h a t  has bo th  im m e d ia te  and long 
te rm  b e ne f i ts ,  o r  w e  can  m a k e  th e  p ro b le m  w o rse . I f  w e  s im p ly  sub s id iz e  foss i l fue l 
c o n s u m p t io n  by  a l l A la skan s ,  th is  w il l  in c re ase  o u r  d e p e n d e n ce  on fo re ig n  supp l ie s , 
c re a te  in e q u i t ie s ,  fa i l  to  a d d re s s  th e  ro o t  causes  o f  th e  p ro b le m ,  and  e s ta b l is h  a 
m a s s iv e  s u b s id y  t h a t  w i l l  be v i r t u a l l y  im p o s s ib le  to  u n do  in th e  fu tu re .  On th e  o t h e r  
h a nd , th e re  a re  n u m e ro u s  s t ra te g ie s  th a t  can  p r o v id e  im m e d ia te ,  m id -  a n d  lo n g ­
te rm  re l ie f  to  h ig h  e n e rg y  p r ice s  and  s im u l ta n e o u s ly  re d u ce  o u r  d e m a n d  fo r  foss i l 
fu e ls .  Th is  is th e  re sp o n s ib le  p a th  to  th e  fu tu re .

I .  A d d re s s in g  U t ility  Costs

As A la s kan s  fa ce  r is in g  u t i l i t y  cos ts , re s id e n ts  a re  lo o k in g  fo r  re l ie f .  T he  s ta le  can 
p ro v id e  a p a th  to  re d u c ed  m o n th ly  b i l ls  a n d  lo n g - te rm  e n e rg y  s e c u r i t y .  To  p ro v id e  
re l ie f  w i t h o u t  le a d e rs h ip  on  e n e rg y  c o n s e rv a t io n  a n d  e n e rg y  e f f ic ie n c y  w ou ld  be 
s h o r t - s ig h te d ,  as e n e rg y  cos t re l ie f  w ou ld  o n ly  t r e a t  th e  s y m p to m  and  n o t  th e  
u n d e r ly in g  c h a l le n g e .

A la s kan s  can  s ig n i f i c a n t ly  lo w e r  th e i r  e n e rg y  b i l ls  by  im p le m e n t in g  im m e d ia te  
s ta te -a s s is te d  e n e rg y  c o n s e rv a t io n  m e a s u re : .  T he  p u b l ic 's  re s pon se  in  Juneau  to  
t h e i r  e n e rg y  c r is is  d e m o n s t r a te s  th is  c le a r ly .  V i r t u a l l y  o v e rn ig h t  In d iv id u a ls  and 
bu s inesses  in J un ea u  a d o p te d  m u l t ip le  c o n s e rv a t io n  m ea su re s ,  and  e n e rg y  
c o n s u m p t io n  d r o p p e d  b y  a p p r o x im a te ly  o n e - th i r d .  For e x a m p le ,  on T u e sd a y  A p r i l  15, 
p r io r  to  th e  a v a la n c h e ,  Juneau  c o n sum ed  1 ,0 0 6  MW h, w h i le  on T ue sd a y  M ay  6 , a f te r  
th e  a v a ' i n c i t e ,  J u n ea u  c o n s u m e d  6 6 OMWI1 .

T he re  is a need  fo r  m o re  p u b l ic  e d u c a t io n  on  e n e rg y  c o n s e rv a t io n  m ea su re s ,  and , 
in  s om e  cases, im p le m e n ta t io n  a ss is tan ce . S o m e  e n e rg y  c o n s e rv a t io n  m e a su re s  a re  
n o t  u n iv e rs a l ly  u n d e rs to o d ,  such  as th e  e n e rg y  s a v in g s  a ch ie ved  f r o m  u n p lu g g in g  
ap p l ia n ce s  n o t  in  use . A 2 0 0 0  s tu d y  by th e  U n iv e rs i t y  o f C a l i fo rn ia  a n d  Law ren ce  
B e rk e le y  N a t io n a l  L a b o ra to r y  In d ica te s  th a t  e l im in a t in g  th is  " s ta n d b y  e le c t r i c i t y "  
c o u ld  save  h o u s e h o ld s  b e tw e e n  6 and  2 6  p e rc e n t  on  th e i r  a v e ra g e  e le c t r i c i t y  b il l . I t  
is e s t im a te d  th a t  " p h a n t o m "  a p p l ia n ce s  use  a b o u t  *150 kW H p e r  h o u se ho ld  a n n u a l ly .  
O th e r  e n e rg y  c o n s e rv a t io n  s t ra te g ie s  m a y  re q u i re  a d d i t io n a l  e d u c a t io n ,  such  as h ow  
and  w h y  to  re d u ce  th e  t h e rm o s t a t  s e t t in g  on  a w a te r  h e a te r .  N o ta b ly ,  each  10°F 
re d u c t io n  in w a te r  t e m p e ra tu r e  re s u l ts  in 3 % - 5 %  sa v in g s  In e n e rg y  cos ts .



A laska  C o n s e rv a t io n  S o lu t io n s  p ropose s  a t  lea s t seven  a re a s  in w h ic h  
a p p ro p r ia t io n s  r e p re s e n t  w is e  in v e s tm e n ts  t h a t  w i l l  he lp  A la s kan s  im m e d ia te l y  low e r  
th e i r  u t i l i t y  b i l ls :

1) Effective Public Education Program

Im m e d ia te ly  e s ta b l is h  an  A la s ka  E ne rg y  C on se rv a t io n  E duca t io n  C o o r d in a to r  p o s i t io n  
and  p ro g ra m  w i th in  A la s ka  E n e rg y  A u th o r i t y .  Th is  p o s i t io n  w o u ld  w o rk  w i t h  u t i l i t ie s ,  
th e  m ed ia ,  key  o rg a n iz a t io n s  a nd  o th e r s  to  e d u ca te  the  p u b l ic  on  w a y s  in w h ic h  
c o n sum e rs  can  re d u ce  t h e i r  e n e rg y  use q u ic k ly  and  e f f ic ie n t ly .  A m o n g  o t h e r  
im m e d ia te  p ro je c ts ,  th is  p r o g ra m  cou ld  m o d i fy  and  e x p an d  a s t a te -w id e ,  w e b -b a s e d  
A laska  E n e rg y  R educe r ,  w h ic h  w o u ld  p ro v id e  q u ic k ,  p ra c t ic a l  w a y s  to  re d u ce  
c o n s u m p t io n .  I t  c o u ld  a lso  w o rk  w i t h  th e  m ed ia  to  p ro d u ce  s ta te w id e  Pub l ic  S e rv ic e  
A n n o u n c e m e n ts  on  e n e r g y  re d u c in g  s t ra te g ie s ;  and  w i th  key  h o u s in g  and  o t h e r  
o r g a n iz a t io n s  l ike  Rura lCAP , as  w e l l  as local g o v e rn m e n ts .  P r in te d  m a te r ia ls ,  
in c lu d in g  p o s te rs ,  w o u ld  a lso  be u t i l iz e d .

(A p p ro p r ia t io n :  $ 8 0 0 ,0 0 0 . )

l a )  A l te rn a t i v e :  An  a l t e r n a t i v e  s t r a te g y  w ou ld  be to  p ro v id e  an  $ 8 0 0 ,0 0 0  g r a n t  to  an 
e x is t in g  e n t i t y  o u ts id e  o f  s ta te  g o v e r n m e n t ,  to  p ro v id e  th e  s e rv ic e s  d e s c r ib e d  above .

2) M etering and U tility  Education Program

P rov ide  m o n e y  to  u t i l i t ie s  to  e d u c a te  t h e i r  c o n sum e rs  and  d is t r ib u te  h o m e  m e te r in g  
de v ice s .  S tu d ie s  s h o w  t h a t  w h e n  c o n s u m e rs  can  see  how  m u ch  e n e rg y  th e y  a ( 
us ing  and  f r o m  w h a t  s ou rc e s ,  th e y  a re  b e t te r  ab le  to  re d u ce  t h e i r  e n e r g y  
c o n s u m p t io n .  P ro v id in g  u t i l i t ie s  w i t h  m e te r in g  dev ice s , a n d  h a v in g  u t i l i t ie s  d is t r ib u te  
th e m  a lo ng  w i t h  e n e r g y  c o n s e rv a t io n  re c o m m e n d a t io n s ,  w o u ld  p r o d u c e  s ig n i f i c a n t  
re su l ts .  For e x a m p le ,  a f t e r  m e te r s  w e re  in s ta l le d  in th e  C i ty  o f  S a in t  G e o ig e ,  d e m a n d  
w as  re du ced  and  th e  u t i l i t y  re a l iz e d  a 1 5 %  sa v in g s  on  fue l (AHFC  6 / 1 9 / 2 7 ) .

(A p p ro p r ia t io n :  $ 5 0 0 ,0 0 0  to  th e  h ig h e s t  cos t a reas , u t i l i t y  e d u c a t io n a l  e f fo r t s ,  and  
o th e r  o u t r e a c h . )

3) Juneau Study and Lessons Learned

Fund a s tu d y  to  e x a m in e  q u ic k ly  h ow  Juneau  re du ced  its e n e r g y  c o n s u m p t io n  by  
a p p r o x im a te ly  o n e - th i r d .  Th is  s tu d y  w ou ld  d o c u m e n t  th e  s t r a te g ie s  a n d  le ssons  
lea rn ed .  The re s u l ts  o f  th is  s tu d y  w o u ld  be p r o m p t l y  d is s e m in a te d .

(A p p ro p r ia t io n :  $ 1 0 0 ,0 0 0 . )

4) D istributing Energy Efficiency Products

H ave  A laska  E n e rg y  A u t h o r i t y  (AEA ) p ro v id e  c o n s um e rs  im m e d ia t e  access  to  h o e  oi 
lo w -c o s t  e n e rg y  c o n s e rv a t io n  p ro d u c ts .  Th is  cou ld  be d o n e  e i t h e r  fo r  lo w - in c o m e  
c o n s u m e rs  o r  fo r  a l l c o n s u m e rs .  S u ch  p r o d J d s  cuu id  in c lu d e ;  c o m p a c t  f lu o re s c e n t  
bu lb s  (CFL b u lb s  use  a b o u t  7 5 %  less e n e rg y  th a n  s ta n d a rd  in c a n d e s c e n t  b u lb s ) ,



p r o g ra m m a b le  ro o m  th e rm o s ta ts  (a ve rag e  sa v in g s  a b o u t  1 0 % , a c c o rd in g  to  AEA), 
l o w - f lo w  s h o w e rh e a d s  ( t h e  US D e p a r tm e n t  o f  E ne rgy  r e p o r t s  t h a t  q u a l i t y  lo w - f lo w  
f i x tu r e s  c o s t  a r o u n d  $ 1 0 - 2 0  a p iece and a ch ie ve  w a te r  s a v in g s  o f  2 5 - 6 0 % ) ,  p lu g - in  
p o w e r  s t r ip s  ( f a c i l i t a t in g  th e  q u ic k  and  easy  t u r n - o f f  o f  p o w e r  to  a p p l ia n ce s  n o t  be ing  
u sed ) ,  and  l ig h t in g  o c cu pan c y  senso rs  (a r t i f ic ia l  l ig h t in g  c o n sum e s  a lm o s t  1 5 %  o f  a 
h o u se ho ld 's  e le c t r i c i t y  use , a c co rd in g  to th e  DOE.)

T h e re  is an e x c e l le n t  m ode l fo r  d o ing  th is :  The O regon  E ne rg y  T ru s t .  T h is  "p u b l i c -  
p u rp o se  o r g a n iz a t io n "  was e s ta b l is h ed  by th e  O regon  L e g is la tu re  as  a o n e - s to p  shop  
fo r  s ta te  e n e r g y  a s s is tan ce  (see  h t tp ; .  / w w w .e n ei-•qv c r n ^ t . o m / .) An  A laska  E ne rg y  
T ru s t  cou ld  be s im i la r l y  e s ta b l is h ed  and  housed  u n d e r  AEA o r  The  R e g u la to ry  
C om m is s io n  o f  A la s ka  (RCA). The  A laska  E ne rgy  T ru s t  c c u ld  o f fe r  c o n s e rv a t io n  
p r o g ra m s  t h a t  h a v e  a p ro ve n  reco rd  o f  re du c in g  e n e rg y  d e m a n d ,  such  as:

• f re e  re s id en t ia l  and  sm a l l  bu s 'ness  e n e rg y  a u d i ts

• re b a te s  ( $ 5 0 - 1 0 0  ra nge )  fo r  p u rc h a s in g  ENERGY STAR a p p l ia n ce s  such 
as  re f r ig e ra to rs ,  c lo th es  w ashe rs  and  d r y e r s

• r e b a te s  ( $ 1 0 0 - 2 0 0  ra ng e )  fo r  u p g ra d e s  to  h ig h  e f f ic ie n c y  gas , o i l and  
e le c t r ic  fu rn a ce s  and  ho t w a te r  h e a te rs

• f r e e  c om p a c t  f lu o re s ce n t  l ig h t  bu lbs

• f re e  e n e rg y  re v ie w s  fo r  c o m m e rc ia l  b u i ld in g s ,  u s ing  c e r t i f ie d  e n e rg y  
c o n t r a c to r s

• f re e  p r o g ra m m a b le  th e rm o s ta ts

• o t h e r  ( th is  is n o t  a c om p re h e n s iv e  l is t )

(A p p ro p r ia t io n ;  D epend s  on  e x te n t  o f  p ro g ra m ,  b u t  cou ld  ra n g e  f r o m  $1 m i l l io n  to  
$ 5 0  m i l l io n . )

5 ) Assist Local Governm ents

The re  a re  s e v e ra l  a c t io n s  th a t  can re la t iv e ly  q u ic k ly  a s s is t  loca l g o v e rn m e n ts ,  
in c lu d in g  s choo ls ,  In sa v in g  e n e rg y .  E xam p le s  in c lude  e n e rg y  a u d i ts ,  in s ta l l in g  m o re  
e n e rg y  e f f ic ie n t  s t re e t  l ig h t in g ,  u p g rad in g  re f r ig e ra t io n  u n i ts ,  w a te r  c o n s e rv a t io n ,  and 
u p g ra d in g  a n d  m a k in g  in d o o r  l ig h t in g  m o re  e f f ic ie n t .

(A p p ro p r ia t io n :  D epe nd s  on  e x te n t  o f p ro g ra m , b u t  cou ld  ra n g e  f r o m  $2  m i l l io n  to  
$ 1 0 0  m i l l io n . )

6) More Efficient Diesel Generation

T he re  a re  s u b s ta n t ia l  e n e rg y  s a v in g s  to  be a ch ie ve d  f r o m  m o re  e f f ic ie n t  d ie se l 
g e n e ra t io n .  The s ta te  cou ld  p ro v id e  g ra n ts  o r  n o - ln te r e s t  lo a ns  to  c o n t in u e  and  
a c c e le ra te  e x is t in g  e f fo r ts  to  re t r o f i t  in e f f ic ie n t  ru ra l  d ie se l g e n e ra to r s  w i t h  th e  bes t 
a v a i la b le  c u r r e n t  te c h n o lo g y .

1



(Appropriaticn: Depends on extent of program, but could range from $5 million to
$300 million.)

7 ) Additional Measures

In  a d d i t io n  to  th e  a b o ve ,  w e  re c o m m e n d  th e  fo l low in g  s h o r t -  to  m id - t e rm  e n e rg y  
e f f ic ie n c y  m e a s u re s :

• Training and Certification
P rov ide  e x p a n d e d  and  a cce le ra te d  t r a in in g  and  a  r t i f i c a t io n  p r o g ra m s  
n e ce ssa ry  to  im p le m e n t  A la s ka 's  n ew  w e a th e r iz a t io n ,  re n e w a b le  
e n e rg y ,  and  e n e rg y  c o n s e rv a t io n  p ro g ra m s .

• Revising Building Codes

The  s ta te  s h o u ld  fu l ly  a d o p t  and  im p le m e n t  B u i ld in g  E ne rg y  E f f ic ien cy  
S ta n d a rd  (BEES -  in t ro d u ce d  in 1985  and  a d o p te d  in 1992  b u t  no t  
im p le m e n te d )  as  th e  new  s ta te  re s id e n t ia l  e n e r g y  e f f ic ie n c y  b u i ld in g  
code . BEES s ho u ld  be v iew e d  as th e  m in im a l  e n e rg y  e f f ic ie n c y  code , 
a n d  re sea rch  s hou ld  be q u ic k ly  c o n du c te d  to  see  h o w  be s t  to  bu i ld  
u p on  BEES in l ig h t  o f  c u r re n t  p r ices , new  in te r n a t io n a l  s ta n d a rd s  and  
te ch no lo g ie s .

• Net M etering

Pass l e g i s l a t i o n  c r e a t i n g  a  n e t  m e t e r i n g  s y s t e m  b a s e d  o n  a c t u a l  
a v o i d e d  c o s t s  In  A laska .

I I .  A d d r e s s i n g  T r a n s p o r t a t i o n  C o s t s

As g a s o l in e  and  d iese l p r ice s  in c rease , A la s kan s  a re  fa c in g  in c re ased  
t r a n s p o r ta t io n  cos ts . He re  a re  fo u r  po ss ib le  fu n d in g  s t ra te g ie s  t h a t  w ou ld  p ro v id e  
A la s kan s  less c o s t ly  a l te rn a t iv e s  as w e l l  as lo n g - te rm  s o lu t io n s :

1) Expand Mass Transit

Bus s y s te m s  n A la s ka  a re  u n d e r fu n d e d ,  and  p ro v id e  m in im a l  s e rv ic e .  P ro v id in g  s ta te  
fu n d in g  to  in c re a se  bus s e rv ic e  in la rg e r  c o m m u n i t ie s ,  and  to  b e g in  bus  s e rv ic e  in 
s m a l le r  o nes ,  is a v e r y  d e s i r a b le  o p t io n .  In  th e  s h o r t  te rm ,  th e  s ta te  c o u ld  p ro v id e  
m one y  to  re d u ce  o r  e v e n  e l im in a te  fa re s . Th is  s t r a te g y  a lso  c re a te s  j o b s  and  is 
e sp e c ia l ly  b e ne f ic ia l  to  lo w - in c o m e  em p lo y e e s  D epend in g  on  th e  s cope  o f  p r o g ra m ,  
co s ts  cou ld  r i n g e  f r o m  $ 1 0  m i l l io n  to  $ 1 0 0  m i l ion .

2) Expand Van Pooling and Car Pooling

Van o o o lm g  s y s t e m s  in A la s ka  a re  u n d e r fu n d e d .  P ro v id in g  s ta te  fu n d in g  to  a c q u i re  
v a n s  for s h a re d  r id es , a n d / o r  p a y in g  fo r  gas  fo r  v an  poo ls  a n d  c a r  poo ls  w o u ld  
p r o m o te  th e s e  se rv ic e s .  A d d i t io n a l  s ta f f  w o u ld  be  ne eded  to  a d v e r t is e  a n d  c o o rd in a te



van and car pools. Depending on the scope of the program, costs could range from
$5 million to $25 million.

3 ) Im p le m e n t Bicycle Programs

C u r re n t ly  som e  peop le  w i io  w ou ld  l ike  to  h a ve  a b icyc le  fo r  a l te rn a t iv e  t r a n s p o r ta t io n  
c a n n o t  a f fo rd  one . Th is  p r o g ra m  w ou  d m a ke  b icyc le s  a v a i la b le  e i t h e r  f o r  p u rc h a se  o r  
r e n t  on  n e ed s -b a sed  c r i te r ia .  B ike  p a th s  and  b ike  ro u te s  w ou ld  a lso  be im p ro v e d .  
D e p e n d in g  on  th e  scope  o f  th e  p ro g ra m ,  co s ts  cou ld  ra n g e  f r o m  $ 5 0 0 ,0 0 0  to  $2 
m i l l io n .

4 ) Provide Efficiency Rebates

M any  pe op le  w a n t  to  b u y  new , m o re  e f f ic ie n t  veh ic le s , o u tb o a rd  m o to rs ,  
s n o w m o b i le s ,  and  so fo r th .  Th is  p ro g ra m  w o u ld  p ro v id e  m o n e y  fo r  such  pu rchases . 
The  a m o u n t  o f  th e  re ba te  cou ld  be in c om e -b a sed .  Th is  p r o g ra m  cou ld  a lso  be 
a v a i la b le  to  m u n ic ip a l i t ie s  to  u p g ra d e  th e i r  f lee ts .  D e pe nd in g  on  th e  scope  o f  th e  
p r o g ra m ,  cos ts  cou ld  ra n g e  f r o m  $5 m i l l io n  to  $ 5 0  m i l l io n .

I I I .  P o w e r  C o s t  E q u a l i z a t i o n  C o m p o n e n t  
o f  t h e  C o n s e r v a t i o n  C o m m u n i t y  A l t e r n a t i v e

The  le g is la tu re  s ho u ld  fu l ly  fu nd  and  e xp an d  th e  P ow e r Cos t E qua l iz a t io n  
P ro g ram , as p a r t  o f  i ts  a p p ro a ch  to  a d d re s s in g  the  in c reased  p r ice  fo r  e le c t r i c i t y  in 
h e a v i ly  a f fe c te d  c o m m u n i t ie s .

F irs t ,  th e  PCE need s  to  be fu l ly  fu n d e d  fo r  th is  u p c o m in g  y e a r  to  in s u re  t h a t  the  
f i r s t  500  kW hs  c o n s u m e d  by  re s id en t ia l  c u s to m e rs  a re  a f fo rd a b le .  ( I n  th e  la s t  s ix  
m o n th s  o f  2 0 07 ,  o n ly  8 9 %  o f  th e  p ro g ra m  w as  c o v e re d . )  I t  a p pea rs  as  i f  th e  
p r o g ra m  is c u r r e n t l y  u n d e r fu n d e d  by  a p p r o x im a te ly  1 0  to  1 5% , a s h o r t fa l l  o f  
a p p r o x im a te ly  $3  m i l l io n .

Second , th e  PCE cou ld  be e xp an de d  to  in c lu d e  schoo ls  and  o th e r  k e y  b u i ld in g s  
a n d  in s t i t u t io n s  n o t  c u r r e n t l y  c o ve red . The  c o s t  o f  th is  de j e n d s  on  th e  m a g n i t u d e  o f  
th e  e x p a n s io n ,  b u t  cou ld  be in th e  ra nge  o f $ 1  to  $ 1 0  m i l l io n .

I V .  L e g i s l a t i v e  H e a r i n g s

I t  is a p p r o p r ia t e  fo r  th e  L eg is la tu re  to  ho ld  a se r ie s  o f  h e a r in g s  e x p lo r in g  h ow  we  
can  lo w e r  th e  b u rd e n  o f h ig h  e n e rg y  cos ts  on th o s e  m o s t  in  need , in c lu d in g  
in s t i t u t io n s  s u ch  as schoo ls  and  m un ic ip a l i t ie s .  The goa l w ou ld  be to  f in d  s h o r t - t e m i  
re l ie f  t h a t :

• d oes  no t  a g g ra v a te  th e  u n d e r ly in g  p ro b le m s  (su ch  as in c re a s in g  th e  
c o n s u m p t io n  o f  e n e rg y ) ;



• is ta rg e te d  to  th o s e  m o s t  a t  need  (d o  pe op le  m a k in g  $ 2 5 0 , 0 0 0 / y e a r  
re a l l y  need $ 1 0 0 / p e r s o n /m o n t h  fo r  t h e i r  f a m i ly ? ) ;  and

• p r o v id e s  m a x im u m  m id -  and  lo n g - te rm  be ne f i ts .

V. C o nclus ion

The G o v e rn o r 's  p ro p o sa l needs  ca re fu l  s c ru t in y .  W h a t  a re  th e  c on sequen ce s?
How  m u ch  w i l l  i t  in c re a se  e n e rg y  use? Is i t  e q u i ta b le ?  Is  i t  needed  fo r  p e op le  w i th  
h ig h  in com es?  W h a t  a re  th e  p o l i t ic a l  c o n sequen ce s  o f  th is  p ro p o sa l in W a sh in g to n  DC 
and  o th e r  p la ces?  H ow  w o u ld  i t  e v e r  be d is c o n t in u e d ?

I f  th e  s ta te  is p re p a re d  to  spend  o v e r  $ 8 0 0  m i l l io n ,  w e  can m a k e  s m a r t ,  
e q u i ta b le ,  lo n g - la s t in g  in v e s tm e n ts  t h a t  w i l l  b e n e f i t  th e  s ta te  fo r  y e a rs  to  c om e , 
low e r  o u r  c a rb o n  f o o tp r in t ,  m a k e  us a m o de l  fo r  o th e rs ,  and  p ro v id e  c r i t i c a l  re l ie f  to  
peop le  t h r o u g h o u t  th e  s ta te ,  e sp e c ia l ly  th o se  m o s t  in need . W e do  n o t  w a n t  to  m a k e  
an  e n o rm o u s  i n v e s tm e n t  in th e  w ro n g  d i re c t io n .
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S i x  R e a s o n s  N o t  t o  S u s p e n d  t h e  M o t o r  F u e l  T a x

by  A la ska  C on se rv a t io n  S o lu t io n s  
Ju ly  16, 2 0 08

1) The fuel tax suspension may not, and according to  econom ic theory  w ill 
not, actually result in low ering the price of m otor fuel to the full ex ten t of 
the suspensior

I f  th e  S ta te  e l im in a te s  fue l ta xes , w il l o u r  re s id en ts  b e n e f i t  f r o m  th e  e n t i r e  a m o u n t  o f  
t h a t  ta x  e l im in a t io n ?  In  o t h e r  w o rd s ,  w i l l  g a so l in e  p r ice s , f o r  e x a m p le ,  d e c re a se  by 
th e  e n t i re  8 c e n ts  o f  th e  ta x  e l im in a t io n  fo r th e  d u ra t io n  o f  th e  s u s p en s io n ?  T h is  is 
h ig h ly  u n l ik e ly .

A la ska  co l le c ts  m o to r  fue l ta x e s  p r im a r i ly  f rom  w ho le s a le rs  and  d is t r ib u t o r s  t h a t  ho ld  
" q u a l i f ie d  d e a le r "  l icenses  is sued  by  th e  Tax D iv is io n .  W h a t  w i l l  p r e v e n t  g a s o l in e  and  
o t h e r  fue l v e n d o rs  f r o m  in c re a s in g  th e  cos t o f  fue l as a r e s u l t  o f  th is  p r o g ra m ?  O u r 
e c o n o m y  is d r iv e n  b y  s u p p ly ,  d e m a nd ,  a n d  th e  a b i l i t y  to  pa y .  I f  th e  d e m a n d  is h ig h e r  
a n d  the  a b i l i t y  to p a y  g re a te r ,  e c o n o m ic  th e o ry  and  e x p e r ie n c e  d e m o n s t r a te  t h a t  
p r ice s  w i l l  in c re ase . H ow  m u c h  o f  th e  ta x  s u spens ion  w i l l  be  " c o n s u m e d "  by  h ig h e r  
fu e l  pr ices? T h is  is a t r o u b l in g  and  s ig n i f ic a n t  u n k n o w n .

T h is  issue w as  h ig h l ig h te d  in n u m e ro u s  ana ly se s  c o n c e rn in g  th e  r e c e n t ly - t a b le d  
s u m m e r t im e  fe d e ra l  g a s - ta x  h o l id a y  p rop osa l.  The  m o v e  to  s u s p end  fe d e ra l  ga s  
ta xe s  ” h a d  no su p p o rt in  th e  W hite H ouse , a n d  v irtu a lly  n o n e  in th e  D e m o cra tic  
C o n g re ss . A h u n d re d  e co n o m ists , inc lud ing ... Ja m e s  G a lb ra ith , A lice  R iv lin , a n d  the 
N obelist Jo se p h  S t ig litz , d e n o u n ced  it ...acco rd in g  to th e  e co n o m is ts , it  w ould  p ro b ab ly  
do noth ing  m o re  th an  ju s t  t ra n s fe r  re v e n u e  from  the  g o v e rn m e n t to th e  o il 
c o m p a n ie s ."  (H e n d r ik  H e r t z b e rg ,  The  New  Vo rke r ,  M ay  19 , 2 0 0 8 )

P ro fe sso r M ichae l D o r f  o f  C o lu m b ia  U n ive rs i ty  l ik ew is e  n o te d  t h a t  " th e  g a s  ta x  
h o lid ay  w ill no t e ve n  lo w e r p r ic e s  at the  p um p b y v e i y  m u c h : th e  g re a te r  d e m a n d  
s t im u la te d  ... b e ca u se  o f  th e  te m p o ra ry  e lim in atio n  o f th e  ta x  w ill in tu rn  tig h ten  
su p p lie s , lead in g  su p p lie r , t c  ra ise  p r ic e s ."  (F in d Law , M ay  9, 2 0 0 8 )

I t  does  no t m a k e  sense  to  su sp end  fue l ta xe s  in  A la s ka  u n le s s  c o n s u m e rs  b e n e f i t  
f r o m  all o r  a t  le a s t  m o s t  o f  th e  s usp ens ion  -  and  th e re  is  no  e v id e n c e  t h a t  th e y  w il l .

2 ) Alaska has the low est m otor fuel gasoline tax in the United States, 
according to The Tax Foundation, but it also suffers from  the highest 
gasoline prices.

O n July 15, 2 0 0 8 ,  th e  A m e r ic a n  A u to m o b i le  A sso c ia t io n  a n n o u n c e d  t h a t  th e  a v e ra g e  
p r ice  o f  r e g u la r  gas  in  A la s ka  is th e  h ig he s t  in th e  n a t io n ,  to p p in g  th is  m o n th 's  l is t  a t 
$ 4 .6 4  a g a l lo n .  O f th a t ,  o n ly  8  c en ts  a g a l lo n  (a  ra te  t n a t  ha s  n o t  c h a n g e d  s ince  
19 70 )  is p o te n t ia l l y  a t t r i b u ta b le  to  th e  s ta te  h ig h w a y  m o to r  fue l ta x .



N a t io n w id e ,  th e re  is no d i re c t ,  causa l re la t io n s h ip  b e tw een  fue l ta xe s  and  p r ices . 
C on s id e r  th e  fo l lo w in g  c i t y  c om pa r is o n s ,  p ro v id e d  by  th e  D e p a r tm e n t  o f  E n e rg y 's  
E ne rg y  I n f o rm a t io n  A d m in is t r a t io n :

City
A n cho ra g e

State ta x /g a llo n
8 cen ts

Average Fuel Price ( 7 /1 4 /0 8 )

S ea t t le
M iam i
D e n v e r
H ous to n 2 0 . 0  cen ts

37 .5  c e n t r  
33 .2  cen ts  
22  cen ts

$ 4 .3 9
$ 4 .3 3
$ 4 .1 8
$ 4 .0 1
$3 .91

In  o t h e r  w o rd s ,  fu e l  ta xe s  do n o t  " d r i v e "  p r ices .

A b e t t e r  use  fo r  s o m e  o r  all o f  th e  re venue s  f r o m  A la s kan  fue l ta xe s  w o u ld  be to  
id e n t i f y  and  c o m b a t  the  m a rk e t  fa c to rs  th a t ,  u n l ik ?  s ta te  ta x a t io n ,  a re  th e  t ru e  
causes  o f  s o a r in g  fue l cos ts  in th is  s ta te .

3 ) Just as is the case w ith the proposed $ 1 2 0 0  rebate, a fuel tax  suspension  
will be politically d ifficult, if not impossible, to end so long as energy prices 
rem ain high.

We need o n ly  lo o k  a t  th e  A laska  P e rm a n e n t  Fund d iv id e n d  p ro g ra m  and  e n t i t l e m e n t  
p r o g ra m s  to  re c o g n iz e  how  d i f f i c u l t  i t  is to  d is c o n t in u e  o r  re du ce  th e m .  W i th  foss i l 
fue l p r ice s  p ro je c te d  to  c o n t in u e  to  in c rease  to  $ 1 5 0  to  $ 2 0 0  p e r  b a r re l ,  a n d  w i th  
c o n s e rv a t io n  and  e n e rg y  e f f ic ie n c y  m ea su re s  m a de  to  seem  less u r g e n t  d u e  to  th e  
p ro p o sed  ARRP p ro g ra m  and  fue l ta x  s u sp en s io n ,  o u r  s ta te  w i l l  be in a w o rs e  po s i t io n  
a y e a r  f r o m  n o w  i f  w e  a d o p t  th is  a p p roa ch . I t  is v e r y  u n l ik e ly  t h a t  th e  le g is la tu re  
w o u ld  be ab le  to  d is c o n t in u e  o r  s ig n i f ic a n t ly  re du ce  e i th e r  th e  fue l ta x  s u s p e n s io n  o r  
th e  re b a te  p r o g ra m  tw e lv e  m o n th s  f rom  now .

4 ) All vehicles impose w ear and tear on Alaska's in frastructure . In  keeping  
w ith cost-causer/cost-payer principles, consumers of m otor fuels ought to 
contribute to the m aintenance costs of the highways and o ther form s of 
in frastructure  th e ir vehicles use.

M a in te n a n ce  co s ts  fo r  s ta le -o p e ra te d  ro ad s  and  a i r p o r t s  a re  fu n d e d  th r o u g h  th e  
D e p a r tm e n t  o f  T ra n spo r ta t io n .  A b a l lp a rk  f ig u re  fo r  th e  DOT s ta te w id e  ro ad  
m a in te n a n c e  b u d g e t  fo r  FY09 is $ 7 7  m i l l io n ,  a n d  fo r  a v ia t io n  m a in te n a n c e  a n o th e r  
$ 2 6  m i l l io n .  I t  o n ly  m a ke s  sense  fo r  th e  use rs  o f  A la ska 's  re sou rce s ,  e s p e c ia l ly  those  
w h o  a re  n o t  s ta te  re s id en ts ,  to  c o n t r ib u te  to  th e  u p kee p  o f  o u r  roads , b r id g e s  and  
a i r p  ar ts .

Even th o u g h  s u s p e n d in g  th e  g a so l in e  ta x  w o u ld  h a ve  a n e a r ly  in s ig n i f i c a n t  Im p a c t  on 
th e  a v e ra g e  A la s k a n 's  hou seho ld  b u d g e t ,  i t w o u ld  re s u l t  In a s ig n i f ic a n t  loss o f  s ta te  
re v e n u e :  n e a r ly  $ 3 0  m i l l io n  f rom  h ig h w a y  g a so l in e  ta xe s ,  a c c o rd in g  to  The  T a x  
F o u n d a t io n  a n d  p r io r  A laska  Tax D iv is io n  A n nu a l Repo r ts .  M o re o v e r ,  A la s ka n s  
a l r e a d y  ra n k  4 8  in  th e  n a t io n  in te rm s  o f  th e  a m o u n t  o f  m o to r  fu e l ta x e s  th e y  pay 
p e r  c a p i ta :  j u s t  $ 6 2 .8 1  a n n u a l ly  in FY 2 0 06 ,  a c c o rd in g  lo  The Tax  F o u n d a t io n .  T h is  is 
a n e g l ig ib le  a m o u n t  f o r  A la s kan s  to  be asked  to  c o n t r ib u te  to w a rd s  v i ta l  
I n f r a s t r u c tu re  u p k e e p .



5) M otor Fuel taxes are collected, in part, from  visitors to the sta te . I f  w e  
suspend these taxes, w e lose this non-resident revenue.

V is i to r s  to  A la s ka , e i t h e r  d r iv in g  he re  f rom  o th e r  s ta te s  o r  r e n t in g  ca rs , pa y  m o to r  
fue l ta xes . I f  w e  e l im in a te  th is  ta x ,  w e  w i l l  be los ing  re v e n u e  f r o m  n o n - re s id e n ts  w ho  
use o u r  ro ad s  a n d  o t h e r  in f r a s t r u c tu r e .

6) The approxim ate ly  $40  m illion that Alaska would fo rfe it by suspending all 
form s of m otor fuel tax  could be invested in public tra n s it or o ther program s  
th a t would proactive ly  reduce energy costs and greenhouse gas emissions.

I n s te a d  o f  s u s p e n d in g  m o to r  fu e l ta xe s ,  th e  a p p r o x im a te ly  $ 4 0  m i l l io n  a t  s ta k e  cou ld  
be in v e s te d  in s t r a te g ie s  t h a t  w i l l  re du ce  t r a n s p o r ta t io n  c o s ts  to  A la s k a n s  in  th e  
s h o r t - ,  m id - ,  and  lo n g - te rm .  Fo r e x a m p le ,  th is  m o n e y  c o u ld  be in v e s te d  in e x p a n d in g  
p u b l ic  t r a n s i t ,  c a r  p o o l in g ,  and  van  p o o l in g ;  p ro v id in g  lo a ns  fo r  m a r in e  e n g in e  
e f f ic ie n c y  c o n v e rs io n ;  a n d  e x p a n d in g  th e  use o f  b io fu e ls  e s p e c ia l ly  f r o m  f ish  was te . 
A l l o f  th ese  e f f o r t s  w o u ld  h a v e  b o th  im m e d ia te  and  fa r - r e a c h in g  b e ne f i ts ,  u n l ik e  th e  
ta x  s u sp ens io n .

BACKGROUND :

A la s ka  Tax D iv is io n  2 0 07  A n n u a l  R epo r t
S ta te  ta xe s  on  m o to r  fu e ls :  T o ta l w as  a p p ro x ,  $ 4 0 m  in FY2007  
H ig hw a y  8 c e n ts  a g a l lo n  $ 2 9 .4 m
M a r in e  fue l 5 c e n ts  a g a l lo n  5 .6m
Jet fue l 3 .2  ce n ts  a g a l lo n  4 . 1 m
A v ia t io n  g a s o l in e  4 .7  ce n ts  a g a l lo n  0 . 7 m
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a n d  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e , "  h a s  b e e n  r e f e r r e d  to  th e  S e n a t e  F i n a n c e  C o m m i t t e e .  S e n a t e  B i l l  
4 0 0 2  w o u l d  p r o v i d e  a  p a y m e n t  o f  S I , 2 0 0 . 0 0  to  e a c h  A l a s k a n  w h o  q u a l i f i e d  f o r  a  p e rm a n e n t  fu n d  
d i v i d e n d  f o r  2 0 C 3  a n d  f o r  e a c h  p e r s o n  w h o  h a s  e s t a b l i s h e d  a n d  m a i n t a i n e d  A l a s k a  r e s i d e n c y  s i n - i  A p r i l  
1 o f  2 0 0 8 .  T h i s  is a  f o r m a l  r e q u e s t  tha t S B  4 0 0 2  b e  s c h e d u le d  f o r  a h e a r i n g  at 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 e  S t a te  o f  A l a s k a  is  e n j o y i n g  r e c o r d  r e v e n u e s  in  f i s c a l  y e a r s  2 0 0 8  a n d  2 0 0 9  a s  a r e s u l t  o f  h i g h  e n e r g y  
p r i c e s .  T h i s  p r o p o s a l  a l l o w s  f o r  a l l  A l a s k a n s  to  s h a r e  in  th a t  in c r e a s e d  r e s o u r c e  w e a l t h .

A s  p r i c e s  h a v e  g r e a t l y  e x c e e d e d  o u r  d e p a r tm e n t ’ s s p r i n g  f o r e c a s t  a n d  a  n e w  fo r e c a s t  w i l l  n o t  b e  d o n e  
u n t i l  t h e  f a l l ,  I h a v e  a t t a c h e d  a  s p r e a d s h e e t  that s h o w s  e s t im a t e d  r e v e n u e s  a t v a r i o u s  p r i c e  l e v e l s  f o r  y o u r  
i n f o rm a t i o n .  P le a s e  f e e l  f r e e  t o  c a l l  m e  w i th  a n y  q u e s t i o n s .

Sincerely,

J e r r v  B u r n e t t
1 l o r ,  A d m in i s t r a t i v e  S e r v i c e s  
A l a s k a  D e p a r tm e n t  o f  R e v e n u e
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Estimated FY 2009 General Fund

A N S WC Oil P rice  ($ p e r barrel) 
Unrestricted Royalties 
Production Tax - Base Tax 
Production Tax - Progressivity 
Corporate Income Tax 
Property Tax 
Non-oil GF Revenue 
Total Unrestricted GF Revenue

Unrestricted Revenue, at Oil Prices of $80 - $170 per bbl (in $mil!ions)
$160 $170

3,965 4,219
6,562 7,116
8,620 9.583

837 871
59 59

708 708
20.751 22.556

$80 $90 $100 $110
1,934 2,188 2,442 2,696
2,133 2,687 3,240 3,794
1,126 1.900 2,851 3,979

563 597 631 666
59 59 59 59

708 708 708 708
6,523 8,139 9,931 11,902

$120
2,950 
4,348 
5,211 

700 
59 

708 
13,976

$130 
3,204 
4,901 
5,997 

734 
59 

708 
15,603

$140 $150
3,458 3,712
5,455 6,009
6,827 7.701

768 802
59 59

708 708
17,275 18.991
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■M K M O K A N D L' M July 11, 2008

SUBJECT: Alaska resource rebate program (IIB 4002)

TO : Representative John Coghill 
Chair o f  the House Rules Committee 
Attn: Rynnieva Moss

FR O M : Tamara Brandt Cook 
Director

(1) Would the enactment o f  I IB 4002 have an affect on the federal tax status o f  the 
permanent Jund?

Il does not appear that the Alaska resource rebate program has any financial connection 
with the permanent fund and, therefore, will not effect the tax status o f  that fund. The 
issue o f  the tax treatment o f  the permanent fund has come up in the context >f converting 
the dividend program from a statutory program to a constitutional program. Essentially, 
the issue has been whether the Internal Revenue Service would iind that enough o f  a 
private interest in the permanent fund is created when residents have a eonstitu lonal right 
to income from that fund so that some or all o f  the assets o f  the fund itself would no 
longer be viewed as tax-exempt public properly. It is my understanding that at one point 
the Alaska Permanent Fund Corporation obtained advice from a tax expert concluding 
that there would be a substantial risk o f  adverse federal lax consequences if  a dividend 
program is mandated in the constitution and no longer subject to an independent 
legislative evaluation each year, through the appropriation process, that the income 
should be used lor that program rather than for another purpose. In 2004. Ihe Attorney 
General obtained another review o f  that question by Steptoe and Johnson. I I P. That 
firm concluded that placing a requirement for payment o f  permanent fund dividends in 
the state constitution would result in no adverse federal tax consequences. I he issue has 
not been addressed by the IRS.

T h e  A l a s k a  r e s o u r c e  i c b a t e  p r o g r a m  e s t a b l i s h e d  u n d e r  I I B  4 0 0 2  d o e s  n o t  i n v o l v e  a n y  
c o n s t i t u t i o n a l l y  c r e a t e d  r ig h t  o f  i n d i v i d u a l s  t o  r e c e i v e  m o n e y .  M o n e y  f o r  tha t p r o g r a m  
s im p l y  c o m e s  f r o m  a p p r o p r i a t i o n s ,  w h i c h  m a y  b e  f r o m  a n y  s o u r c e  In  f a c t ,  th e  
a p p r o p r i a t i o n  t o  c a r r y  o u t  t h e  p r o g r a m  s u g g e s t e d  by th e  G o v e r n o r  u n d e r  s e c .  4 o l  
I I B  J i in d  w i l l  c o m e  f r o m  th e  g e n e r a l  f u n d  r a t h e r  t h a n  f r o m  th e  e a r n i n g s  r e s e r v e  o l  th e  
p e rm a n e n t  f u n d  I h e  o n l y  c o n n e c t i o n  b e tw e e n  th e  p r o p o s e d  M a s k a  r e s o u r c e  r e b a t e  
p r o g r a m  a n d  th e  p e rm a n e n t  f u n d  d i v i d e n d  p r o g r a m  is  tha t i c e e i p t  o f  a d i v i d e n d  l o r  b i n s
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is one o f  the methods for establishing eligibility for a payment under the Alaska resource 
rebate program.

(2) Are legal problems created by basing eligibility on c riteria other than eligibility for 
permanent fu n d  dividends ?

Basing eligibility on criteria other than eligibility for Permanent Fund dividends does not, 
in itself, create legal problems. The particular eligibility requirements that apply under 
the proposed Alaska resource rebate program Do not appear to pose significant problems 
either.

Individuals who have been determined eligible to receive a permanent fund dividend for 
2008 do not have to apply for a payment under the Alaska resource rebate program. 
Other people will also be eligible for payments if  they apply within the application 
period, are physically present in the state on the application dates, are physically present 
in the state for the period from April I, 2008, through October I, 2008, and intend to 
maintain a home in the state. An individual's interest in receiving a permanent fund 
dividend is aecorded a low level o f  protection under the state equal protection clause, 
because only an economic interest is implicated and that interest is not based on the need 
o f  the applicant. (Underwood v. State. 881 P.2d 322 (Alaska 1904)) The same is true o f  
the proposed Alaska resource rebate program. 'Hie durational residency requirement 
under the proposed program is much shorter than the one year durational residency 
requirement that has been upheld for permanent fund dividend eligibility. (Lindlev v. 
Malone, civil Action No. 3AN-90-2586, Superior Court, Third Judicial District, June 
1990; see also Church v. State, Department o f  Revenue. 973 I’.2d 1125 (Alaska 1999), 
and Schikora v. Slate. Department o f  Revenue. 7 P.3d 938 (Alaska 2000)). The physical 
presence requirements and proof o f  identification requirement are reasonably related to 
establishing objective evidence o f  residency.

I do note one wrinkle. There is a requirement in HB 4002 o f  proof o f  physical residence 
address. While this can be defended on the basis that the administrative value in using 
p roof o f  a physical residence address to verify residency justifies the requirement, it is 
possible that under the right set o f  facts a homeless state resident or a resident who lives 
in a remote cabin w ith no address would be able to challenge this requirement as applied 
to him or her. If such a challenge were to succeed, the provision would be severable 
under AS 01 10 030 as applied to that person, so the program itself would remain \alid. I 
note in this regard that the general test o f  residency set out in AS 01,10.055 includes a 
requirement that the person claiming residency demonstrate the intent to remain m the 
Mate indefinitely and make a home in the state "In maintaining a principal place o f  abode 
in the state lor at least h i  days or for a longer period if a longci period is required In law 
or regulation " I here is no explicit requirement that the place o f  abode hn\e  an 
address.

I MC 11w


