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How Would$1,200 Per Person State Payments Compare
with Increased Household Costsfor Energy Use?

WBONotes......—

Inthe face of sharply rising energy costs, Alaska's governor, Sareh
Palin, has proposed to pay every Alaskan $1,200 to help cover those
increased costs. The Alaska Legislature will be considering the governor's
proposal in the special session that began July 9.

Howwould die proposed pay.nents—about $3,300 for the average-
size Alaska household— compare with recent increases in energy costs?
W\ looked at that question and present our estimates here. But n.ese truly
are estimates, because there's not much current information about the
types and amounts of energy Alaska households use.

/s a basis for estimating increases in home-energy costs—mainly
electricity and heating—we used household data fromthe 2000 US cen-
sus. Thet allows us to estimate changes incosts by region and income. With
today’s much higher costs, many households probably use less energy now
than in 2000— but sincewe don't have current data, we had toassurme the
amounts of energy households consume are the same as in 2000.

¢ have no data on differences in consumption of gasoline or other
motor fuel by region or incorre level—so we estimated increased house-
hold costs for gasoline only at the statewide level, assuming households
buy 1,000 gallons per year, Whet did we find statewide?
* Alaska households ovetall ate paying about 70% more for home-energy
and gasoline now than in 2006 and 180% more than in 2000 (assuming
the same energy consun »tionas in 2000). See Fgure 1

* Proposed stale payments would cover increases since 7006 in com-
binedhome-energy andgasoline cosls for 38%o0f Alaska households
and would be less than increases for the other 62% (Figure 2).

These statewide figures mesk big differences in energy
oosls among households by region and income. W& weren’t
able toestimate increases in gasoline costs by region or income
level, but we did estimate variations in home-energy costs.

Anchorage

KenaiPen./M al-Su

Fairbanks/Juneau

Remote rural
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Figure 1. Estimated Median Annual Energy Costs for Alaska Households
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Figure 2. HowWould Proposed Payments Compare with Median
Increases in Energy Costs for Alaska Households since 2006?
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Figure 3. Estimated Median Annual Costs for Home Energy, by Region, 2008
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Ihe poorest households ingeneral spend less than wealth-
ier households—because on average wealthier households
have bigger homes and use more energy. But as Figure 3
shows, the poorest remote-rural households pay nearly twice what the
wealthiest Anchorage households pay for home energy.  Anchorage has
across to natural gas, while most remote places rely on diesel—which on
anenergy-equivalent basis is much more expensive (Figure 4).

Home-energy costs in the Kenai Peninsula and the Mat-Su boroughs
are higher than in Anchorage but lower than in remote places, because
about half the households in those boroughs have access to natural gas.

Most households elsewhere in Alaska rely on diesel (Figure 5), and
their home-energy costs vary by how severe the winters are— Fairbanks
liasamong the coldest—ami by whether they rely on diesel for botli gen-
erating electricity and home-heating. Juneau and some other places use
diesel for heating but have less-expensive hydro-powered elertncity.

The variation in home-energy costs by region and income—as well as
differences in average household sizes—mean iliai ihe effects of the pro

lairbjrA V lut'faurtN jirm aluiifa.udoollw rroailftJT m iim ilm outtM f theK rrui (VmmulaaridM jl-SybofQ U 'jtiS hwrrvt

JO-.olfMUVholdlaralhuv vulhannualirHOmesul 5JA.715M If\s n -allhieitJ0% tm r miomc.morr Ilian S11?

posed 51,200 state payment pci person would be quite differem lor differ-
ent households. Keep in mind that these regional estimates don't include
increased gasoline costs—and those increases have also been big.

* Ihe pootcst households m nil regions are on overage smaller than house-
holds with higher incomes—so their payments would be sreller.

* |heproposedpayments wouldcom recent increases in home-energy costs
for almost allAnchoiage households at all income levels. Natural gas prices
have increased a lot—but not as much as diesel prices.

* For about hull the remote rural household»at all income levels, increased
home-energy costs since 2006 outweigh the proposed payrments.

* |he proposedpayments wouldcover increasedhome-energy costs for about
7096 to 90% of households elsewhere in the state. Households in southcen-
tral Alaska using natural gas have seen smeller increases, while Faiibanks
and other places that rely on diesel have faced bigger increases.



Figures 4 and 5 explain a lot about regional differences in costs of energy.
Figure 4 compares the cost of natural gas and diesel in 2007. The dollar figures
are dated now, since prices have increased since then. But the figure till makes
the point: diesel (fuel ail) in remote rural communities is about four times more
expensive— on an energy-equivalent basis— than natural gas in Anchorage.
Figure 5then shows how Alaskans in different regions heat their houses—and
in much of the state outside Anchorage, diesel is the main fuel source. n, K

Figures 6 and 7 provide background for our estimates of how proposed
state payments of $1,200 per person compare with median increases inenergy
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incomes: fewer potential wage earners.

Fgure 5. How Do Alaskans Heat Their Houses?
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Figure 6. What Are Poorest, Middle, and Highest Annual Income L.-vels?"
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Figure 7. Average Household Size and Payment Under $1,200 Per Person Proposal
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Figures 8 and 9 provide two detailed breakdowns of how increase™,
in hone-energy costs would compare with proposed state payrments.
In these figures, we look not only at increases since 2006 but also since
2000—to give a longer-range perspective. Remember that increases in
costs of gasoline are not included in these regional breakdowns.

Figures 8 shows that the proposed payments would cover increases
in home-energy costs since 2006 for most households, at all incomes
levels, in Anchorage and the nearby Mat-Su and Kerai Peninsula bor-
oughs. Those percentages drop somewhat when we consider cost in-
creases since 2000.

For the region including Fairbanks and Juneau, proposed payments
would cover increases in costssince
2006 for about three-quarters of
households, but only about half if
We consider increases since 2000.

For remote rural households,
the proposed payments would

different income levels, how much more or less the payments would be than
the increases— both since 2006 and since 2000. It shows that the payments
would be more than the increases in home-energy costs for the median
household in moast regions, both since 2006 and since 2000.

The exception is remote rural Alaska, where increases in costs would be
more than the payments for both the poorest end the wealthiest households.
But because the wealthier households spend so much more for horme-energy,
it is for the wealthiest households that the gap between payments and cost
increases would be the largest.

Figure 8. What Percentage of Households Would Collect More under Proposed $1,200
Payment per Person Than They Paid in Increases in Annual Costs for Home Energy?*
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Figure 9. Would $1,200 Payments per Person be More or Less Than the Increase in Annual
Home Energy Costs* (Excluding Costs of Gasoline) for Median Alaska Households, by Region and Income?

Poorest 20%0f HH

Anchorage

$2.556

$2.1481

Hom2006t0 2008

Payments more than im teases

Payments less Ilian increases

$1,328

o200t 2008 §U9

Payments more than increases

Payments less than increases

“tslim jtnlhcw flold (oslsfornectntity n"n,.*

ulm Irs Ai/iull'durrolhousrirmiJtdon’lillm llyiuyuM lintrsis mostly bfuusclhoseeostsrit iisludrdinltxiririil Ili)uinaitinnotnif'jldi;llj»tIW *d|U ‘InllorinfuU tiw |

rr.Usswne semeh«/srM dionsum [jliocustrailed in7r0O0 US consul

jnd (itncihomeM Krjy usesenwng IwuseM dttiuipay ‘cue itnl. r>.«

Mddle 60%00f HH m  \\&dlthiest 20060f HH
Kerai Peninsula/ Fairbanks/Junea/
MVet-Su Cther Road Renote rurdl
$231 $374
-$177
o$]_|382

notin.lude costs (orgjviline uioilier furl lor

$0474



Figure 10 provides a final perspective on home-energy costs around
Alaska, by showing how costs have increased for households in all regions
and all income levels, since 2006 and as far back as 2000. It shows that
costs were higher to begin with outside Anchorage, especially in remote
areas. Diesel has always been relatively more expensive than natural gas,

and diesel prices in remote places are especially high because of the costs
and difficulties of getting fuel to those places.

But prices have increased much more for diesel than for natural gas—
so the difference in home-energy costs has gotten much bigger. For exam-
ple, in 2000 home-energy costs for the poorest households in remote areas
were about 2.5 times higher than for poor households in Anchorace. But by
2008, costs were about 4.5 times higher for the poorest rural households.
The biggest part of that increase has been just since 2006.

Notes about Methods of Estimation

Comprehensive 2008 price data for electricity and other home-energy
uses are not yet available. V\e did have current data on prices of natural gas
and electricity in non-rural areas. e estimated current prices of heating

oii and electricity in rural areas with statistical models of the relationship
between ail prices and consumer prices.

W& assumed all Alaska households consume 1,000 gallons of gasoline
annually. That is the best available estimate of statewide gasoline con-
sumption. W& realize that consumption certainly varies among households
by region and by income level. Common sense says that wealthier house-
holds on average own more and bigger vehicles and buy more gas—and
that peoole who live off the road system use less gasoline. Ve hope that in
the future we can get data about how gasoline consumption varies among
households in different regions and with different incomes.

Tocalculate home-energy costs and increases in those costs, we began
with household-level data fromthe 2000 US. census—that is, data fromall

households that filled out the longer, more detailed mipainnnaire.Then, for
each household:

* W& estimaM annual home-energy costs for 2000,2006, and 2008.
W\ calculated the increase in costs from 2006 to 2008 and from 2000 to 2008.

*\W\& calculated the sum of $1,200 per person, based on the reported house-
hold size.

« W& calculated the difference between the cost increase and the $1,200 per
person sum

« Firally, we took the median of that difference across all households. e be-
lieve this is the best method for estimating increases in home-energy costs—
but becausr  1started with household-level data, readers can't sinply com-
pare the difference inthe aggregated numbers invarious figures inthis memo.
(For more detail on methods, see earlier ISRreports: Effects of Rising Utility
Costs on Household Budgets, 2000-2006, by Ben Saylor and Sharman Hley,
March 2007; and Estimated Household Costs for Home Energy Use, My 2008,
by Sharman Haley, Ben Saylor, and Nidk Szymoniak, June 24,2008. These are
available on ISERs kb site: www.iser.uaa.alaska.edu)

The median is the middle value of a distribution—in this case, the dis-
tribution of Alaska households. That's different fromthe average—which
isthe sum of all the values in a distribution, divided by the number of items

in the distribution. \ery high or very low values can make the average con-
siderably different from the median.


http://www.iser.uaa.alaska.edu

Figure 10 provides a final perspective on home-energy costs around
Alaska, by showing how costs have increased for households in all regions
and all income levels, since 2006 and as far back as 2000. It shows that
costs were higher to begin with outside Anchorage, especially in remote
areas. Diesel has always been relatively more expensive than natural ges,
and diesel prices in remote places are especially high because of the costs
anthflfficulties of getting fuel to those places.

But prices have increased much more for diesel than for naturai gas—
so the difference in home-energy costs has gotten much bigger. For exam-
ple, in 2000 home-energy costs for the poor jst households in remote areas
were about 2.5 times higher than for poor1ouseholds in Anchorage. But by
2008, costs were about 4.5 times higher .or the poorest rural households.
The biggest part of that increase has be njust since 2006.

Motes about Methods of Estimation

Comprehensive 2008 price data for electricity and other home-energy
uses are not yet available. V\& did have current data on prices of natural gas
and electricity in non-rural areas. W& estimated current prices of heating
ail and electricity in rural areas with statistical models of the relationship
between ail prices and consumer prices.

W assumed all Alaska households consume 1,000 gallons of gasoline
annually. Thet is the best available estimate of statewide gasoline con-
sumption. W& realize that consumption certainly varies among households
by region and by income level. Common sense says that wealthier house-
holds on average own more and bigger vehicles and buy more gas—and
that people who live off the road system use less gasoline. VA& hope that in
the future we can get data about how gasoline consumption varies among
households in different regions and with different incomes.

Tocalculate home-energy costs and increases in those costs, we began
with household-level data from the 2000 US census—that is, data fromall
households that filled out the longer, more detailed questionnaire. Then, for
each household:

* We estimated annual home-energy costs for 2000,2006, and 2008.

*\\é calculated the increase in costs from 2006 to 2008 and from 2000 to 2008,

*\\é calculated the sum of SI,200 per person, based on the reported house-
hold size.

*\\é calculated the difference between the cost increase and Ihe $1,200 per
person sum

* Firelly, we took the median of that difference across all households. A& be-
lieve this is Ihe best method for estimating increases in home-energy costs—
but because we started with household-level data, readers can't sinply com-
pare the difference inthe aggregated numbers in various figures inthis inemo.
(For more detail on methods, see earlier ISRreports; [1ft'ds olRising Utility
Com on Household Budgets, 2000-2006, by Ren Saylor and Sharmmen Hley,
March 2007; and Estimated Household Costs lot Home Energy Use, May 2008,
by Sharman Haley, Ben Saylar, and Nidk Szynoniak, June 24,2008. These arc
available on ISERs WD site: vww.iser.uaa.alaska.edu)

The median is the middle value of a distribution—in this case, the dis-
tribution of Alaska households. Thet's different from the average—which
is the sumofall the values ina distribution, divided by the number of items
mthe distribution. \ery high or very low values can make the average con-
siderably different from the median.
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Bristol Bay

N a th e C O I’p O I’a tIO n Enriching Our Native Way of Life
111 W. 16th Avenue, Suite 400 / Anchorage, Alaska 99501-5109 / (907) 278-3602 / fax (907) 276-3924

Bristol Bay Native Corporation (BBNO) incorporated in 1971 through the
Alaska Native Claims Settlement Act. The Bristol Bay region of Alaska is
located approximately 150 miles southwest of Anchorage, encompasses 30
remote communities and has a total population of 7,485 (2005 census) of which
approximately 73 % are Native. The region is comparable in size to the State of
Ohio. Currently has 7,900 shareholders of mainly Yup’ik Eskimo, Aleut and
Dena’ina Athabaskan descent living mainly in the Bristol Bay region and other
parts of Alaska. Commercial fishing is the region's main industry where tourism
and the government sector are also part of the local economy. The average
cost of fuel is over $6.00 per gallon and during shortage can peak to over $8.50
per gallon. No community is accessible by road from major cities. In 1999, the
percentage of Bristol Bay Native population below poverty level was 24% (U.S.

Census).

HB 4002 and SB 4002 - Establishing the Alaska Resource Rebate Program

HB 4003 and SB 4003 - Supplemental Appropriation to the Alaska Energy
Authority for Power Cost Equalization

Review of Existing Power Cost Equalization language
AS 42.45.110. Entitlementto Power Cost Equalization.

(@) The costs used to calculate the amount of power cost equalization for all eiectric utilities eligible
under AS 42.45.100 - 42.45.150 include all allowable costs, except return on equity, used by the
Regulatory Commission of Alaska to determine the revenue requirement for electric utilities subject

to rate regulation under AS 42.05...

(1) for sales of power to local community facilities, calculated in the aggregate for each community
served by the electric utility, for actual consumption of not more than 70 kilowatt-hours per month
for each resident of the community; the number of community residents shall be determined under

AS 29.60 020 ; and

(2) for actual consumption of not more than 500 kilowatt-hours per month sold to each residential

customer.
(c) The amount of power cost equalization provided per kilowatt-hour under subsection (b) of this

section may not exceed 95 percent of the power costs, or the average rate per eligible kilowatt-
hour sold, whichever is less, as determined by the commission. However,

(1) during the state fiscal year that began July 1, 1999, the power costs for which power cost
equalization were paid to an electric utility were limited to minimum power costs of more than 12

cents per kilowatt-hour and less than 52.5 cents per kilowatt-hour;

(2) during each following state fiscal year, the commission shall adjust the power costs for which
power cost equalization may be paid to an electric utility based on the weighted average retail
residential rate in Anchorage, Fairbanks, and Juneau; however, the commission may not adjust the
power costs under this paragraph to reduce the amount below the lower limit set out in (1) of this

subsection;...



PROPOSED LEGISLATION AMENDING SECTION 42.45.110 (b) (2)

(2) for actual annual consumption [of] averaging not mere than 500 kilowatt-hours per
month sold to each residential customer.

PROPOSED LEGISLATION AMENDING SECTION 42.45.110 (c) (1)

(1) during the state fiscal year that began July 1, 1999, the power costs for which power ost
equalization were paid to an electric utility were limited to minimum power costs of more
than 12 cents per kilowatt-hour and less than 52.5 cents per kilowatt-hour. The 52.5 cents
per kilowatt hour is adjusted during the fiscal year each month, for monthly fiscal year to
date changes in the monthly average Alaska North Slope West Coast Spot crude oil price
from a benchmark of $61.63 per barrel;

AS 47.25 1S AMENDED BY ADDING NEW SECTIONS TO READ
Article 3C. Alaska Heating Cost Equalization PrGQram

Sec. 47.25.xxx The Alaska heating cost equalization program is established in the Department of
Health and Social Services to provide for an annual home heating cost equalization for Alaska
residents with heating costs higher than the average heating oil costs of residents of Anchorage,
Fairbanks, and Juneau to the extent funds are appropriated by the legislature of that purpose

Sec47.25.xxx An individual is eligible for home heating cost equalization under ihe Alaska home
heating assistance program if the individual

1. is a resident of an area of the state with home heating costs higher than ihe average
cost in Anchorage, Fairbanks and Juneau:

2. is physically present and resides in a home in the state when home heating costs are
incurred:

3. meets other eligibility requirements specified in regulation adopted under AP 47.25.62
Sec.47.xxx Annual home heating cost equalization

(a) The annual home heating cost equalization payment is calculated as the difference
between the cost of 500 gallons of diesel heating fuel paid by a qualified household as
measured in british thermal units (Btu's) and the average cost of the same quantity of btuls
in the communities of Anchorage, Fairbanks, and Juneau averaged over the months of
July. August and September of the year in which the heating fuel is purchased.

(b) The Department shall establish the requirements for applying for and receiving the home
heating cost equalization payment

For Additional information contact:

April Ferguson Jason Metrokin

COO & General Counsel Director Shareholder and Corporate
Relations

aferquson(3)bbnc.net jmetrokin(5)bbnc.net

(907) 360-7599 or 529-9719 (907) 278-3602



Alaska Power Association
703 West Tudor Road, Suite 200
Anchorage, Alaska 99503-6650

907-561-6103
Fa": 907-561-5547
www. alaskapower.org

July 17,2008

The Honorable Lyda Green The Honorable John Harris
State Capitol, Room in State Capitol, Room 208

Juneau, AK 99801-1182 Juneau, AK 99801-1182

Dear Senator Green and Speaker Harris:

Alaska Power Association is the statewide trade association for the electric utilities that supply
power to roughly a half-million Alaskans in communities from Barrow to Unalaska and down

the Inside Passage.

The energy crisis facing Alaskans is very real. Time is short, needs are long, and no Alaska
family or business is unaffected. APA appreciates the State of Alaska’s recognition of the
hardships and dislocations energy cost changes have had, and its initiative in addressing

associated issues.

Since the proportion of energy used for power, heating, cooking, and transportation varies
throughout Alaska, several concurrent approaches to energy cost mitigation arc required.
Solutions are complex and the stale needs to consider short, intermediate and long-term
investments. APA member utilities have been at the forefront of providing customer energy
options and education ou the demand side, and installing efficient power generation alternatives
o1 the supply side. Ilowever, more needs to be done with respect to the immediate crisis as well
as focusing on alternative and renewable energy programs and the wise use of energy.

Below, we call your attention lo three critical, immediate needs that deserve particular attention.
Each has an immediate and direct impact on the welfare of Alaska families.

1) Directpayments to Alaska residents:
The $1,200 proposed resource rebate program would help all Alaska families deal
with cost increases in power, heating, and transportation as their individual
circumstances dictate. APA supports such a program for FYoo as it issimple to
implement and administer, and il provides a degree of equity in addressing varied

requirements.

2) Reduce and stabilize the costofpowerthroughoutAlaska by capping
the delivered cost of fuel lo electric utilities at $10.00 per million BTU:
A fuel price cap program would allow communities that do not benefit from access
to low-cost Alaska energy resources to maintain a reasonable cost relationship to
those that do while alternative energy supplies, energy audits, and demand side

efficiency programs are pursued.

Special Session 2008: Energy Assistance Pape 1 off,



3) Low-costor no-costfinancing for fuel inventories:
This year’s dramatic fuel cost increase has outstripped the financial capability of
many electric utilities to pay for fuel deliveries at the time they are made —during
the summer and fall months. In addition, in some areas of the state, inventory
financing costs may prevent fuel suppliers from ensuring they have adequate
emergency fuel supplies on hand unless utilities are willing to prepay to keep fuel
stocks on hand. Unless this problem is addressed, having utility fuel at any price
where and when we need it during an emergency may be impossible. We are
today atacritical time in annual fuel delivery schedules and several APA
members require the state’s immediate help in financing fuel supplies.

These suggestions are not intended to reflect a comprehensive or exhaustive set of
recommendations from APA as energy challenges facing the state are enormous. Rather, they
reflect the most pressing short-term requirements of Alaska electric utility customers.

Alaska Power Association intends to continue working with the state and other stakeholders in
ensuring energy policies that make sense for all Alaska families and businesses. Thank you for

considering these recommendations.

Sincerely,
Brad Reeve, APA President and Marilyn Leland, Execulivc Director
General Manager, Kotzebue Electric Association Alaska Power Association

And the following members of Alaska Power Association

,<*l
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lv 53

mJames M. Posey, General Manager
Anchorage Municipal Light and Power and
Secretary/Treasurer, Alaska Railbelt Energy Authority Joint Action Agency

| u 'k 'fA 6C-k x A ['
Meera Kohler, President and Chief Executive Officer
Alaska Village Electric Cooperative, Inc.
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Ben Frantz, General Manager
Barrow Utilities and Electric Cooperative, Inc.

Robert A. Wilkinson, Chief Executive Officer
Copper Valley Electric Association, Inc.

.F o / <
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Clay Koplin, Chief Executive Officer
Cordova Electric Cooperative, Inc.

Walt Wilcox, City Manager and Utility Manager
City of Galena

Brian Newton, President and Chief Executive Officer
Golden Valley Electric Association, Inc.

Donna Vukich, General Manager
INN Electric Cooperative, Inc. and
Naknek Electric Association, Inc.

Special Session s00B: Energy Assistance
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Jodi Mitchell, General Manager
Inside Passage Electric Cooperative

Darron Scott, President and Chief Executive Officer
Kodiak Electric Association, Inc.

Ernie Baumgartner, General Manager
Middle Kuskokwim Electric Cooperative, Inc.

John K Handeland, General Manager
Nome Joint Utility System

be ] VY
/

Jerry Cogdill, Power Systems Manager
North Slope Borough Power and Eight

0. cosk&vy,

Frank Corbin, Chief Executive Officer and General Manager
Nushagak Cooperative, Inc.

Scuu .

Tim Barnum, Electric Utility Manager
City of Seward
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Dan Winters, Director of Public Utilities
City of Unalaska

Scott Newlun, General Manager
Yakutat Power, Inc.

Tim McLeod, President
Alaska Electric Light and Power and

Board President, KWAAN Electric Transmission Intertie Cooperative, Inc.

cC: Governor Sarah Palin
Joe Balash, Special Assistant, Office of the Governor

Lynne Smith, Special Assistant for Energy, Office of the Governor
Steven Haagenson, Executive Director Alaska Energy Authority

Senator Con Bunde
Senator John Cowdery
Senator Bettye Davis
Senator Fred Dyson
Senator Johnny Ellis
Senator Kim Elton
Senator Hollis French
Senator Lyman Hoffman
Senator Charlie Huggins
Senator Albert Kookesh
Senator Lesil McGuire
Senator Donald Olson
Senator Bert Stedman
Senator Gary Stevens
Senator Gene Therriault
Senator Joe Thomas
Senator Thomas Wagoner
Senator Bill Wiclechowski
Senator Gary Wilken
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Representative Bob Buch
Representative Mike Chenault
Representative Sharon Cissna
Representative John Ccghill, Jr.
Representative Harry Crawford
Representative Nancy Dahlstrom
Representative Andrea Doll
Representative Mike Doogan
Representative Bryce Edgmon
Representative Anna Fairclough
Representative Richard Foster
Representative Les Gara
Representative Berta Gardner
Representative Carl Gatco
Representative Max Gruenberg
Representative David Guttenberg
Representative Mike Hawker
Representative Lindsey Holmes
Representative Kyle Johansen
Representative Craig Johnson
Representative Reggie Joule
Representative Scott Kawasaki
Representative Wes Keller
Representative Mike Kelly
Representative Beth Kerttula
Representative Gabrielle LeDoux
Representative Bob Lynn
Representative Kevin Meyer
Representative Mary Nelson
Representative Mark Neuman
Representative Kurt Olson
Representative Jay Raniras
Representative Bob Roses
Representative Woodie Salmon
Representative Ralph Samuels
Representative Paul Seaton
Representative Bill Stoltze
Representative Bill Thomas, Jr.
Representative Peggy Wilson
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AFN’s Priorities for the Special Session on the Energy Crisis

Alaskans, especially in.our rural communities, are experiencing an energy crisis unlike
anything that we have seen in the past, and it is not likely to improve in the short-term.
Oil prices are at an all-time high - in some villages the cost of fuel oil has gone as high as
$10 per gallon. A village home can use four or five 55-gallon drums of oil for heating
each month during the winter months (a total of $2,000 per month in Arctic Village, for
example). With gasoline prices reaching above $7.50 per gallon, many families and
individuals are have difficulty getting to fish camp this summer in order to harvest next
winter’s food; and this will be true of hunting in the fall and winter months. In short, the
current energy crisis threatens the very survival of our rural villages.

AFN at its May Board meeting passed a resolution urging Governor Palin and the State
Legislature to adopt a long-term energy policy for the State, covering all regions of
Alaska. Such a plan should have as its overall goal the equalization of energy costs for
all Alaskans. It must also provide additional funding for long-term development of
alternative energy resources and conservation measures and provide immediate relief
through measures that will help individuals deal with the rising cost of energy.

With those goals in mind, AFN has developed a matrix that sets forth a number of ideas
for addressing the current crisis and for developing long-term programs/projects that will
lessen our dependence on fossil fuel. Our top five recommendations for the Governor

and the Legislature are as follows:

1 Strengthen the Power Cost Equalization Program by fine-tuning its mission,
adding more resources and expanding the eligibility requirements;

2. Buy down debt of rural utilities in order to reduce costs passed ... to consumers
and include a price cap on fuel stock purchased prospeclively.

3. Expand and support bulk fuel purchasing, transportation and cooperative purchase
agreements.

4. Provide a family fuel subsidy to help meet the immediate crisis.

5. Make a sizeable investment in projects that promote renewable/alternative energy
and conservation. The high cost of fossil fuel is not going to go away, so we need
to start investing in alternative/renewable energy now.



Program
Adult Public Assistance
(including Interim
Assistance and Old Age
Assistance)

Supplemental Security
Income (SSI)

Senior Benefits Program

Alaska Temporary
Assistance Program

Food Stamps

Heating Assistance
Program (LIHEAP-
100% federally-funded)

Alaska Heating
Assistance Program
(New Program 100%
slate-funded)

Medicaid

Public Assistance Pro%ram Descriptions
July 11,

Benefit
Maximum $362/month;
combined with SSI max is
$999/month

Maximum S637/month
combined with APA max is
$999/month

Monthly payment of $125,
$175 or $250 depending on
income

Maximum cash benefit of
$821 for a family with 1
child, $923 for a family with
2 children

Average household
allotment in FY 08 was $356

$1,110/year average per
household in FYO8

First benefits will not bo
issued until November 2008.

Providos medical assistance
to needy individuals and
families. Basically, it is
intended to provide medical
coverage for needy families
with children, pregnant
women, and aged, blind and
disabled porsons.
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Eligibility Criteria

The Adult Public Assistance program is designed as a State supplement lo

the Federal Supplemental Security Income Program (SSI). As such, it

confers Medicaid eligibility to its recipients.

» Age 65, blind or disabled

¢ AK resident

< Less than $2,000 (single) $3,000 (couple) in assets excluding house, one
vehicle, burial fund

« Monthly income below $1,183 for an individual, $1,752 for a couple, both
eligible

e Age 65, blind or disabled

« Less than $2,000 (single) $3,000 (couple) in assets excluding house, one
vehicle, burial fund

« Monthly income below $637 for an individual, $956 for a couple, both
eligible

® Age 65

e AK resident

« Yearly income of below $22,750 for an individual or $30,625 for a couple

* AK resident

« Families with dependent children under age 18

 Child support cooporation

e 60-month time limit

« Participation in work activities and family self-sufficiency planning

< Not more than $2,000 in assets per household, $3,000 for a household
who has at least one member who is over 60

< Net income of not more than $1,230 for a family with 1 child, $1,384 for a
family with 2 children

e AK resident

< Net income of not more than $1,065 for an individual or $1,427 for a
couple; levels increase based on household size

< Not more than $2,000 in assets per household, $3,000 for a household
who has at least one member who is disabled or over 60

» Provides help in paying for home heating costs

< Annual home healing costs must exceed $200

< Gross income at or below $1,596 for an individual, $2,140 for a couple
(150% of federal poverty level)

« Provides help in paying for home heating costs

< Annual home heating costs must exceed $200

< Gross income at or below 150% to 225% of federal poverty level or $2,437
for an individual, $3,281 for a couple

To bo ollgible, recipients must meet certain income and/or resource criteria.

These criteria vary depending on tho particular Medicaid category for which

the recipient is eligible for. Generally, tho Medicaid program uses incomo

and resource criteria for the most closely associated cash assistance

programs.

< Tho eligibility criteria for families with children and pregnant women are
based on tho eligibility criteria used for tho Alaska Temporary Assistance
program except DKC.

« Eligibility critoria for aged, blind, and disabled porsons are based on
oliglbility critoria used for tho Adult Public Assistance program.



Chronic and Acute
Medical Assistance

General Relief
Assistance

WIC

WIC Farmers Market
Nutrition Program

Commodity
Supplemental Food
Program

Senior Farmers Market
Nutrition

Child Caro Assistance

Provides emergency
medical coverage for
persons who do not qualify
for Medicaid

Provides for emergent basic
needs for shelter, utilities,
food, clothing or burial.

Provides help in purchasing
supplemental foods
designed to address nutrient
inadequacies and nutrition
education.

Provide voucher for
purchase of fmits and/or
vegetables. Provide
nutrition education materials.

Provides supplemental
foods designed to address
nutrient inadequacies.
Includes nutrition education

Provides voucher for
purchase of fresh fruits
and/or vegetables from local
farmer's markots. Provides
nutrition education materials.

Provides monthly subsidy to
help low income families pay
for chi'd caro. Benefit is
paid to lhe child caro
provider based on
geographic location, typo of
caro and ago of children.

Age 18 or older
Lack of other medical resources

» Covered medical needs only include:

o A terminal illness
Cancer requiring chemotherapy
Diabetes and diabetes insipidus
Seizure disorders
Chronic mental illness
o0 Flypertension
Assets that do not exceed $500
Countable income of not more than $300 for an individual or $400 for a
couple
AK resident
Have an emergent need for shelter, food, clothing or burial
Assets that do not exceed $500
Countable income of not more than $300 for an individual or $400 for a
couple
AK resident
Must have a nutrition risk
Pregnant, breastfeeding, and postpartum women, infants and children up
to five years of age
Must meet income criteria or must be within 185% of poverty
Yearly income of $24,050 for a 1 person household, $32,375 for a 2
person household
AK Resident
Current WIC participants
Only available in Anchorage, Kenai, Mat -Su, Homer, Dillingham,
Fairbanks and surrounding areas.
Yearly income of $24,050 for a 1 person household, $32,375 for a 2
person household
AK resident
Pregnant, breastfeeding, and postpartum wonren, infants and children up
to six years of age or senior citizens over age 60
Yearly income for woman, infants, and children for family of two $32,375
or one person household of $16,900 for senior citizen
Only available in Anchorage, Mat-Su, and Fairbanks and limited outlying
areas.
AK resident
60 years of age or older
Yearly income $24,050 for ono person household, $32,375 for two person
household
Available in Anchorage, Mat-Su, Kenai, Cordova, Fairbanks, and limited
outlying areas.

O O oo

To bo eligiblo tho parentfs; in tho family must bo participating in work, seek
work, school or training activities and moet Income critoria. Countable
Income is dependent on tho household size.

< Child(ren) must be under tho ago of 13 or under tho ago of 19 if

dovolopmontally disabled,
Income limits are set at 85% of 2002 median income for Alaska: $3,854
for household of 3, $4,190 for a household of 4, etc



The Weatherization
Program

Provides weatherizalion
(energy etficiency
Improvements) services to
eligible households, both
single family owner occupied
and rentals, and is
administered through
regional housing authorities
and weatherizalion service

The Department of Energy uses an income qualifying base of sixty percent of
median income. The automatic qualifying clients for this program are those
receiving SSI and LIHEAP Heating Assistance.

The State of Alaska Program was expanded to include households under
100% of median income (as determined by HUD) and regionalized
throughout the state. Automatic qualifiers for this program include
households with occupants receiving one of the following: ATAP, TANF,
SSI, Food Stamps, Heating Assislance, Senior Care benefits and or APA/IA.

Program Name

Low Income Housing
Tax Credit/HOME
Rental Housing Program

Owner Occupied
Rehabilitation Program

Homeownership
Opportunity Program

Senior Citizens Rental
Development

Senior Access Program

Teacher, Nurse and
Public Safety Program

Shelter Plus Care

Housing for Persons
with HIV/AIDS

Benefit

Federal tax credits and
grants for the
development of low-
income rental housing

Federal grant lunds for
the rehabilitation of
low-moderate income
homes

Federal Grant funds for
down payment
assistance to purchase
a home

State grant funds for
the development of
rental housing for
seniors

State grant funds for
the installation of
handicap accessibility
features

State grant funds for
the- velopmcntof
rental housing for three
professional classes
Federal Grant funds lor
rental assistance to
homeless persons with
disabilities. Non-profit
“sponsors” supply
required supportive
services match.

Federal Grant funds for
housing assistance &
care coordination for

Eligibility Criteria

Households earning
less than 60% of
median

Households earning
less than 60% of
median

Households earning
less than 60% of
median

Household members
must be over the age
of 55, no income limit.

Households members
must be over the age
of 55 and under 115%
of median

Must meet
professional job
classification
requirements

Must be homeless and
at least one adult in the
household experiences
a disability and at least
50% of median
income

Individuals must be
diagnosed with 111V or
AIDS lo qualify A be

People Served
Annually
Approximately
4,000 households
statewide
combined with
HOME Rental
programs
20 households per
year

21 households per
year

50 households per
year. Over 1,000
to date.

30 households per
year, over 150 to
date.

Over 204
households to
date, annually 51.

Over 80
households per
year

193 households
were served in
calendar year



Homeless Assistance
Program

Continuum of Care

Special Needs Housing

Grant Program

persons with
HIV/AIDS

State grant funds to
address homclessncss
and the prevention of
homelessness

State grant funds that
leverage federal funds
to address
homclessncss

State grant funds lor
the development of
rental housing lor
special needs
populations, mentally
ill, devclopmentally
disabled, chronic
homeless, etc.

at or below 80% of
median income
Individuals or families
assisted must meet
state definition of
homeless, generally
less than 50% of
median income

Individuals or families
assisted must meet
federal definition of
homeless, generally
50-30% of median
income

Must meet population
targeting
requirements,
generally less than
30% of the median
income

2007

In SFY07, 8,575
persons served:

6,

1,

138 - Shelter
686 -

Transitional

751 -

Prevention
436 households on
average per year

100-120
households per
year

Alaska Housing Finance Corporation/ Public Housing Division

Types of
Housing

Public Housing
Housing Choice
Vouchers

Multifamily
Project-Based
(Section 8)

Market Rent
(unassisted)

Total Families
Assisted

Families
Assisted Basic Requirement
Income at or below 80%
1.322  of median
Income at or below 50%
4.249  of median
Income at or below 80%
291  of median
74 No income limit
5.93G

Benefit

adjusted income

Family pays rent equal to 30%

Family pays rent equal to 30%

adjusted income; AHFC pays
difference to private landlord

adjusted income

Rents are set al a
HUD’s Fair Marke

Family pays rent equal lo 30%

p%roximately 80% of
{

ent



House Community & Regional Affairs Committee
Hearing on HB 4002 and HB 4003
July 23, 2008

Julie Kitka
President, Alaska Federation of Natives

My name is Julie Kitka. Iam President of the Alaska Federation of Natives. AFN is the
largest and oldest statewide Alaska Native organization in Alaska. Its membership
includes the 13 regional Native corporations, 12 regional non-profits that contract and run
federal and state programs and over 200 villages and tribes throughout the State.

I would like to preface my comments today by noting that Alaska Nativesarc committed
to working with the state and federal governments and private sector partners, to help
meet the energy needs of Alaska and the nation.As major landowners, we have resources
which can be developed; as owners of major corporations, we have lhe management
capacity and organizational reach to work with the federal and state governments and
other major private sector investors to create new sources of energy. Our federally
recognized tribes, our regional housing authorities, our regional tribal consortiums have a
strong interest in being part of the solution of obtaining affordable energy - for the
purpose of maintaining our unique way of life here in Alaska, and helping to meet our
national energy needs. We know that our country needs to become more energy self-
sufficient and less dependent on foreign oil. We are also aware that global competition
for energy resources, especially from China, India and other rapidly developing countries
impact our lives today and will continue to do so in the future. The hard truth is that the
US is faced with tremendous energy challenges, and the cost of fossil fuels is not likely to
return to the levels we enjoyed even five years ago ($29/bbl). Energy companies,
policymakers and consumers all have their roles to play in creating a new energy future

for Alaska and for the United States.

But first, we must stabilize energy costs and provide immediate relief for individuals,
iamilics and communities who are hard hit and unable to pay the current high energy
costs. Our communities must not be allowed to collapse under the extremely high costs
in every sector of our lives. From home heating costs, to electricity, to transportation, to
food costs - the collective impacts of higher prices are overwhelming our ability to make
ends meet. Not everyone is fortunate enough to have a high paying job. Not everyone
has the resources to pay higher costs and not flinch. Many Alaskans are being hurt right
now, and we cannot afford to ignore the dangers right before us.

As U.S. citizens, living in the richest, most powerful country in the world, we Alaskans
cannot sit quietly while economic lifelines are cut and schools and health clinics arc in
danger of collapsing. We cannotallow billions of dollars of windfall energy revenues
flow into the State of Alaska's coffcrsto be put away for a rainy day. If this is not a

rainyday, then what is?



We arc experiencing rapid change right now. Most likely, the whole U.S. economy,
including Alaska’s economy, will be totally restructured by these highenergy costs. What
was an adequate response yesterday is not adequate today. We will need all Alaskans
working together to overcome the magnitude of these changes. We will need to
understand the economic drivers and how they will change many other aspects of our
economics. But make no mistake, we must act today.

There are many things the Alaska Legislature can do in t’lis special session. In our
testimony, we have grouped our recommendations into two areas: (1) immediate relief
and (2) investment in Alaska. Both can be accomplished this summer in this Special
Session. And both need to be accomplished if we arc to address the real needs of this

beautiful state and its people.

Collectively, we have considerable reserves of oil, gas, coal and hydroelectric power.
According to a recent ISER Report, employment in the petroleum industry reached a new
high in 2007 and will continue to be strong. New companies could be attracted to
Alaska, and pressure to open more land for oil and gas development will intensify.
However, the current and unprecedented oil prices are causing extreme hardship for
Alaska’s families, especially those who live in rural areas. Rural Alaska has some of the
highest per capita power and fuel costs in the U.S.As a consequence, bush communities
are experiencing anenergy crisis the likes of which we have never seen before.

Our rural communities are not on any power grid and are dependent on petroleum for
three major uses - space heat (homes, public buildings and businesses); transportation
(aircraft, snow machines, outboard motors, four-wheelers); and clcctricity(lighting and
appliances). Fuel oil prices in some villages have gone as high as Sl I per gallon; and in
the winter months, a village home can use four or five 55-gallon drums of oil for heating
each month. This equals $2,000 per home/per month in Arctic Village. $1,650 in Hughes,
and $1,375 in Illliamna. These prices cannot be met - now or over the long term. Just as
significantly, everything in our villages is affected by the high cost of fuel, even more so
than in our cities because of the economics of scale of serving remote locations.
Groceries, toothpaste, medicine, diapers, clothes, lumber, automobile and truck parts -
everything- has gone up in price. Thisis devastating to individuals and small businesses;
especially when wages have not gone up in decades. As an example, air cargo prices in
one area jumped another 32% just last month after previous increases.

So, while Alaska's coffers are filled by high oil prices, its families, especially those in
rural communities, are suffering. In May 2008, the AFN Board of Directors adopted a
resolution calling on Governor Palin and the Alaska Legislature to address this growing
crisis by adopting a long term energy plan - one that covers every region of the State and
which has an overall goal of equalizing energy costs for all Alaskans. We believe a
multi-faceted approach must be taken one that provides reliable, sustainable and
affordable energy to all Alaskans.that encourages conservation; and that promotes
economic development opportunities in the process.



Over the course of the summer, AFN’s Energy Workgroup met to discuss various options
for addressing the growing energy crisis in Alaska. Itdeveloped a matrix of short-term
and long-term actions that could be taken by the state and federal governments, by
individuals and by private industry. 1will prc ide the Committee with a copy of our
matrix of ideas, but today | would like to focus on what emerged as our top five

recommendations:

1. Strengthen the Power Cost Equalization Program by fine-tunimz its mission, adding
more resources and expanding the eligibility requirements. AFN supports MB 4003,
which would provide increased funding for PCE. Additional funding is critically needed
to cover the short-fall expected this year, as a result of the rising cost of fuel. We also
recommend statutory changes to the program that would maximize assistance to rate
payers - including making schools, health clinics and businesses eligible; (2) increasing
the household limit from 500KWh per month to the national average of 750KWh; and (3)
increasing the current PCE entitlement ceiling. Right now, the PCE entitlement is limited
to payments for power costs of above a minimum of 12 cents per KWh and less than 52.5
cents per KWh. The current ceiling of 52.5 cents per KWh was set in 1984, 24 years ago.
Fuel prices have skyrocketed since then - so that now 54 of 193 communities eligible for
the program arc either above, or within 4 cents of, the ceiling. Making schools, health
clinics and businesses eligible is important because it will focus energy help where it is
needed, help keep down inflation, ensure that health and education funding goes to those
purposes; and increase the viability of many struggling businesses in rural Alaska. Even
with PCE, the cost of electricity in PCE communities is on average 38% higher than the

Anchorage/Fairbanks/Juneau weighed average.

2. Buy down debt of rural utilities in order to reduce costs passed on to consumers - and
include a price cap on fuel stock purchased nrospcctively. with a mechanism for
reimbursement from the State for costs in excess of the cap. Most mral utilities generate
their power with diesel fuel. According to the Alaska Energy Authority, the cost of
diesel fuel for most of these, even at 2007 prices,amounted to close to 50% or more of the
cost of providing power. With the increase in fuel prices in 2008, rural utilities will find
it difficult to operate and maintain power plants, tank farms and distribution lines -- not to
mention their insurance, interest on long-term debt, taxes and general administrative
costs. The Alaska Village Electric Cooperative (AVEC), lor example, serves 53 villages
m rural Alaska, communities that have the lowest per capita cash incomes in the State.
Because of the historically high cost of power, residents and businesses in these
communities have been conserving power for many years, resulting in extremely low
electricity consumption. AVEC purchased fuel for its power plants at an average cost of
Sl .29 per gallon in 2002. In 2007, it paid $2.93. Its 2008 deliveries will be at least $4.60
per gallon (based on the I..A. Platt’s Fuel Price Index as of May 13, 2008, reporting crude

oil prices at $132.57).

We support a program that would give relief directly to utility companies. We also
propose capping the price of fuel purchased prospectively by electric utilities (AVEC has
suggested a cap of $10.00 per million BTU, which would translate to a price of about



$1.30-51.45 a gallon for various fuels, depending on their BTU content.) The fuel
supplier would charge the utility the mandated price and bill the State for the balance.

3. Expand and support bulk fuel purchasing, transportation and cooperative purchase
agreements - and contribute to the Denali Commission's bulk fuel storage program, in an
effort to eliminate the storage backlog and to complete rural upgrades. Communities
across Alaska arc facedwilh the costs of storing fuel, once it arrives. Fuel tanks are
expensive to buy and to maintain - and have to meet stringent government environmental
regulations. Many fuel tanks in Alaska are not large enough or are in need of upgrades.
The State needs to step up as a true partner with the federal government in funding for the
Denali Commission’s bulk fuel storage program. Being able lo store i 3 fuel should
help stabilize consumer fuel prices. In addition, the State should provii grant funding to
create bulk-fuel co-ops that combine purchases for utilities, schools, the state (for stale
facilities) and private businesses, so that individual communities, clusters of communities
and/or regions can create economies of scale. $211 million are needed to complete the
backlog of bulk fuel storage tanks, which are old and unsafe; while $198 million arc
needed to complete small electrical generation upgrades.

4. Provide a family fuel subsidy to help meet the immediate crisis. We also support
passage of an energy rebate program. 11B d002 will provide immediate much-needed
relief to families and individuals. Because the crisis is so much worse in rural Alaska,
however, we believe consideration should be given to pro-rating the amounl of the
rebate,based on the cost of living index. According to a recent study by UAA’s Institute
of Social and Economic Research (ISER). people living in remote, rural communities arc-
paying about 41% of their annual incomes on home energy use, compared to about 4%
paid by people living in Anchorage. The Slate of Alaska’s Department of Commerce,
Community and Economic Development expects the price of heating oil in remote
villages to rise from 30 -50% this winter. It is entirely possible that thousands of our
fellow citizens will not be able to pay their energy bills this winter and still buy food and
the other necessities of life without this emergency relief.

5. Make a sizable investment in projects that promote renewable/alternative enemy and
conservation efforts. ThcLegislaturc should take this opportunity to begin investing in
alternative/renewable energy in a meaningful way. Wc are strong supporters of the
development of alternative energy resources as an important addition to our country's
fossil energy resources. Many villages in rural Alaska are actively working to develop a
wide array of alternative and renewable energy projects. They see not only the potential
for reducing the cost of energy, but also the tremendous manufacturing, sales and service
components (e.g., the fact that wind and solar energy will need tailored products, services
and alternative building materials; and the fact that plans and supplies for hybrid homes
and facilities that are now being developed and manufactured abroad could be developed
and manufactured in Alaska. Our larger cities aie doing the same. It is time for the
Legislature to dedicate funds to allow a range of initiatives, all over the stale, to gel
underway. We suggest a minimum of $5 billion as capital and seed funding. The idea of
regional energy authorities is a good one and deserves our support.



In addition, the following recommendations deserve your attention:

(a) Invest in the University of Alaska and other institutions of higher education in order
to nut the best minds to work on taking new energy technologies and scaling them down
to community size. A lot of new technologies are in the process of development, which
can change the whole energy situation. Applied research and development is going on all
over die country, and much of it will focus on large-scale energy needs. It is important
that we have aninstitutional framework of higher education with adequate resources to
assist in the development of solutions relevant to our situation in Alaska. We need
applied research and development to meet Arctic conditions, and we need to scale down
some technologies to meet small, remote communities’ needs. The competitive edge in
the world will go to those areas that have affordable energy, the best educational systems
and an investment climate that is forward-thinking. We urge the Alaska Legislature to
consider investing at least $1 billion right now to ensure that our institutions are not left
behind. A state without a strong university system is a stale trying to navigate the future
with one hand tied behind its back. This is not wise - or necessary. We should allocate
sufficient funds to drive innovation and educational excellence. This, in our view, is an
investment in the future of all Alaskans.

(b) Provide relief to our air carriers (large and small). We cannot let air earners shoulder
the high costs of energy on their own. We need to look at the various ways the Slate can
provide incentives to keep our essential transportation and air cargo services viable. We
all depend on this sector of our economy, and we must do whatever we can to ensure its

continuation.

In conclusion, it is critical that the Governor and the Alaska Legislature take action right
now. We need immediate relief and we need a longer-term investment in our future. The
time to take action is now - because Alaska has the money to invest and partners willing
to work with the State to develop our energy options.



Energy Work Group Discussion
Matrix

First Draft, June 2, 2008

Alaska Federation of Natives

Energy Work Group Discussion

This matrix attempts to capture all the Energy Work Group Members' suggestions about how lo address the energy crisis in rural Alaska.

How to use this matrix: To easily scroll through the cnteiia while still viewing the suggestion click on C14 then click on Window in your top navigation bar then Spli

repeat same steps to undo Split frame.

To sort the suggestions according to criteria- highlight the entire grid from At0 to K60. then click on Data/Sort, take note that you've highlighted the header row and choose criteria on which to sort

Category

ConsorvntrtxV E ffic

ency

ConsorvatiorV Eff*

icncy

Consorvation/E Ific

ieocY

Poircv/Programs

Policy/ Programs

Conservation

Policy/ Programs

Conservator)

Co-Ops/Bulk Fuol

Purchasing

Co-Ops/Bulk Fuel

Purchasing

Co-Ops/Bulk Fuei

Purchasing

Policy/ Programs

Policy/ Programs
Policy/ Programs
Policy/ Programs

Research &
Oovo'iopntonl

(RSD)

C*pkx.iton

Proposed by - Suggestion

Aldoutian Pribllof Islands A ssociation (APIA) « changing mcandescont lights for com pact florescent

liohts

CEOS -+ Enorgy conservation efforts in heat recovery, lighting upgrades, etc

CEDS «Whoro posstblo. utilities should work lowards coupling ronowablo onorgy into their existing

hydrocarbon based cystoms to provide a higher level of efficiency

AFN *Cuttho pipeline of unmet need of the Denalicom mission bulk fuol slorago program (S198m) one

power generation and upgrade (S211m) costsavings as well as roduc® environmental risk from 40 lo

50 year old leaking tanks
Energy & Infrastructure B usiness Liaison, Interior Regional Housing Authority - Ihe state could
mvost moro money into the Villago End-Use Efficiency Program, which ismanaged Ly AEA and

ons that submitthe best proposals This program brings down tho

by about 30-50% forcommunity buildings by changing light fixtures and

contracted out to orgor
immediate electrical den |

oddressing maior mechanical issues

Energy & Infrastructure Business Liaison. Intorior Regional Housing Authority « Tho stato could
mvos'. more rosources intho Rural Power Systom Upgrade (RPSU) program implemented by tho

Alaska Energy Authority This program installs moro energy eff.ciontgenerators m tho villages nod

provides a dual-gonoration system with switchgear so when tho community's electrical lead dec/oasos

thoy can switch ?20a smaller more fuel-efficient generator

AVEC wishes to propose that fuel stock purchased prospodivoly by olectnc ufilitios bo price capped ol
somo numberand wo suggost S10 00 per million BTU This would translate to o pneo of about $t 30 «
$t 45 a gallon for various fuels, depending upon their BTU content The fuel supplier would be tho

entity that would deliver tho fuel, chargo tho utility the State mandated price and bill tho State for tho
balance

AFN and Greta echoing REAC ('05) -Develop bulk fuel rural cooperatives - cooporotivo buying can

provide somo savings and itwould definitely bo worth som e financial exports penciling itout to find out

for sure »there may bo other ways of using this purchasing power too

and r*olivery and storage of the fuol (ORIS fuel purchasing and management tia.n-nos

such os liming of purchases

CEDS » Organizing communities whore possible to invest in Bulk fuel purchasos lo lower fuel cosls

whoro poss'blo »Co-ops should also be ©ncouragod ar>d set up where possible

AFN- Testimony to Senate Crnt of IA Low Incomo Homo Enorgy Assistance Program
AFN + Add additional rosources to tho powercost equalization ondowmont and expand elig.biiity for
qualifying

AFN «Buy down of existing utility dobt lo lower costs

AFN +Estobl'Sh long term 40 yoar torm zero or lpercent interest energy loan programs

Aleutian Pribllof Islands A ssociation (APIA) +a bulk fuel ond alternative energy survey to secure
xilk fuol pnee rod xlions ond better delivery services to our region
EDS/A0230 « Statew ide exploration forcoal bed methane should be encouraged to see «fany

Xxxmmumties ore in close proximity to gas thatcould bn used to displace high cost d-esol
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B«omass

Atk

OCP3>w roarenw OTnmrow urouiimm xArm TTcnurdgy »cuuc3iaxi'paffigTire oxpruuTTng-TTro- «
benefits of energy conservation and the ability to lower tho consumers'energy bills neod to be

doveloped

CEDS/Alaaka State Chamberof Commerce/Anchorage* Power Cost Equalization should be» '/ X
funded until itis no lonoorneeded

Aleutian Pribllof Islands A ssociation (APIA) « retrofitting or replacing old inefficient heating systom s
with more efficient system s

AFN-Testimony to Senate CmtofIA -providing inconlivos, such as OCS revenue sharing for

Alaska's coastal communities; lenses which have gonerated a lack of widespread community sur”n

be revisited and discussions opened uo with affected communities to address their concorns
CEDS/A0230 - «W hore realistically foasiblo ond beneficial, comm unities should look A to tying grid

systems together

CEDS/Alaska Stato Chamborof Commerce «Alaska neods to croato ond adoquatoly capitalize a X
renewable energy fund so that Alaska can remain economically com petitive through the development
of its flat priced onorav resourcos
Kswersk, Inc. » The Creation ofa Renewable Energy Fund and Revolving Loan Program will X
respectively fmnnco new utility scale ronewable enorgy projects In Alaska and allow individuals and
businesses (o purchaso solar panels, configuration kits, wind mills, etc Tho Fund shall be fundod by
general appropriations. Ihe fund shall be distinct from funds adm inistered by Alaska Energy Authority
The Fund will conducta proaram of onerpy resoarch. development, dem onstration A application
Energy & Infrastructure Business Liaison, Interior Regional Housing A uthority - The st ite could <
pressuro/encourage utility compamos like APAT to investin renowoblo energy exploration and
development in their comm unities Moro cooperation from tho electricity providers would help projects
getmoving soonor
Energy & Infrastructure Business Liaison, Interior Regional Housing Authority « Tho state could X
investm Enorgy Education in Alaskan Schools that involves young peopio in finding energy solutions
Examples mcludo energy-related course offered for high school students, a statewide enorgy gathering
for high school studonls to attend, local school projects and statewido science fairs thatare aimed at
finding solutions for community energy noods Tho resultare maoased energy savings in homes and
schools ond a genoralion of stale loadors lhata.o proactive and informed on enorgy issues
CEDS,Alaska Regional Development O rganizations » Develop regulatory guidance for rato-rr.akors X
that will encourage onergy conservation and increased efficiencies
Kawerak, Inc. - Create a cabinet level position to coordinate offorls and rentralize stato and federal X
resources to solve Ihe long term energy crisis
CEDS/AJaska State Chamberof Commorce/Anchorage* The propriety of a statewido propane X
distribution system must bo evaluated such os tho demonstration project suggested by Alaska Natural
Gas Development Authority (ANGDA1
X

CF.DS « More educational rosources need to be developed to go hand inhand with AEA s Renewable
Enorgy Atlas of Alaska a Quide to biomoss goothormal hydroeloctnc ocean solar and wind onergy

X

CEDS* A study to investigate the feasibility of establishing rogional enorgy contors atall of tho
umvoff'ty rural campuses « A study to investigate tho feasibility of establishing rogional energy centers

nt ail of tho umvorsity rural cam puses (A0230)

Enorgy & Infrastructure Business Liaison, Interior Regional Housing Authority » The ctato could
nvostin the application of In-Stream Turbmos in tho Y ukon River (and other rivers) The Yukon River
nter-Tribal W atershed Council is seeking funding to purchaso a piece of equipment that will doterm mo
whether or nottho instream turbmos will work in different communities on tho river The state could

develop a funding program to help organizations buy lhusjdevlces Tho community can then appym.

undmg to purchaso tho in slroam turbine once Ihoy have established its feasibility

CEDS «to spend tho $ profwsod in onergy rebates on retrofitting oil the rural utility system s for

alternative enorgy

CEDS* fund h.ghly efficient power plant generators, switchgear and heat recovery systems (A0230)

\FN- Testimony to Senate Cmtof IA. - Renowoblo Energy Deployment Grant Program to provido

ederal grants for up to 50% o the costor building u wide vanoty of renewable electricity projects,
nciudmg wmd goothormal ocean b»omass solar inndf.ll gas and hyd/ooiocfnc projects in Alaska
;JEDS/SWAMC Resolution 07-05 *» Renewabto Enorgy Fund (HB 152) -croates fmanaol incentives

vaiiable to both for- ond non profitentities for renowoblo ond oltornal ve onergy project development
*FN- Testimony to Senate Cmt of IA - Alaska has o groatamountof wood, wood wastu and sawdust

for potontiol use in space hoatmg and eloct/ical generation ond a few villages have begun to talk of

rlakmg wood pollots from plentiful willow brush Alaska s fish processing plants produce abouto ght

Irvition gallons of fish oil each year W ith some chemical changes, this oil can bo muod (50-50) with

¢ esoi for Qoncration Community waste disposal produces 650 000 tons of garbage in Alaska each

yoar butago n design and capital costs are expensive ond need public incentives
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Energy & Infrastructure Business Liaison, Interior Rogional Housing Authority -The slate coutd .00 <1.00
investin Yukon Flats Biomass project in Fort Yukon (Council of A thabascan Tribal Governments and
Alaska Yillago Initiatives). This project is the first large-scale biomass development projoct in Interior
Alaska. If successful, mostof the community's hoaling needs would be addressed through biom ass
Biomass boilers
AFN* Testimony to Senate Cmtof IA -SummerinAlaska produces a hugo amount of sunlight, but 1.00 l.ot3 lot 1.03 <1.00
winter darkno-.s is tho time of greatest energy demand Large-scale solar projects do not presently
have a great potential, but in some places, small projects ore possible This also requires the
homeowner or community to make up-front capital investments, largely without public incentives from « O

Solnr the stato or federal governments
1.0 4.00

AFN-Tostimony to Senate Cmtof IA «Alaska has world-class wind onergy resourcos, especially
along tho coastal and western regions of our State Thore ero 31 rural Alaskan com munities that
already have good opportunities for wind generation -and 17 more thatare ‘potentially attractive *
Tnero are at least sovon projects currontly operational with another eight In tho planning stages The
potential is obvious in ‘ocalions like Kotzebuo. Upper Cook Inlet, tho Lake and Peninsula area
Oarnors to harnossing wind power include high dovelopmont costs, the noed for trained maintenance,

W ind probloms of lard ownorship and licensing, ond tho absence of public .ncentivos to wind dovelopors
Aloutlan Pribllof Islands A ssociation (APIA): home-based wind turbir.o house heating systom
proposal of units that could bo installed by community members on their homes to reduce their overall
enorgy costs This idoo needs to be tested intho fiold and we are looking forappropriate funding

W ind opportunities :o move forward
AFN-Testimony to Senato CmtofIA -Coalisabundantin Alaska buthas higher C02 omissions
than other' -orgy sources Howovor, coalcan be used to produce synthetic *natural* gas with and
withoutcarbon capture Tho problem is thatthese gasification technologies are oxpenstvo and still
under development Finally, coal-bed methane has been identified in tho Susitno Basin, but its
economic potential has not been established Coal-bed methane may also cvsl inspecific locations

Coal close to somo remote communities
00 1.00 ? 3.00

AFN -Tostimony to Sonata Cmtof IA-Congress should svnrk closely with tho State to ensuro tliat in
dove-vpmentofa Natural Gas Pipelm:. in Alaska, vur communu.os have access to the natural oas that
Consorvation/E ffic will pav.s through that pipoline thrrjgh spur connections and pipe. *od that ownership, partnership,
iency and CON'acting opportunities fo' Alaska Native tribes ond corporation’ be part of the developm ent
AFN-Tes'mony to Sonato Cmtof IA - Existing hydro gonerM ion produces nearly 25% of the state s s.00
electricity bui.Mw5koalso nas rfm ost 45 billion watts of large ind small h.dro potential, MOM€ than
any othei state Hydro also brings its problems, especially regai kng enviro imental damage, but eight
billion watts of tho state’s potential is in small projocts that produce ‘ess thr »one million watts - ond
Hydro which don trequire d.im construction
AFN- Testimony to Senate Cmt of IA -Alaska has over 34.000 miles of coastline, making itone of roo 200
the bost ocean enorgy resourcos in the world The total wave potontial. just on Alaska’s southern
coast, could produco almost 300 limes the electricity used in tho ontiro stato each year Buttho
Ocean Wave significant barner to wave developmentis ofton the distance between tho rosourco and tho domandi
Act'On requiring costly transm ission infrastructure
AFN- Testimony to Senate Cmtof IA «Congress should urge tho Department of Interior to publish
regulations on an e»podited basis to implement tho programs authorized by tho Indian Tribal Energy
Development and Self-Determination Act, Title V of the Enorgy Policy Act of 2005. and Congress
should fully fund their implementation Tho Indian Tribal Energy Development ond Self-Determ ination
Actauthorizes a variety of financial, tochnical. environmental and other programs that are intondod to
empower tntes and Alaska Nativo Corporations to develop enorgy rosourcos Itauthorizes tho
Deportment of Interior s O ffice of Indian Energy Policy and Programs lo roduce onorgy costs, enhanco
‘ibal enorgy infrastructure ond improve delivory of electricity to tribal com munities Italso outhonzos n
multi-billion loan guarantoe program, as well as other assistance to oncourago development of
Policy/ Programs ronownbio and non-ronowablo resourcos by tribes and tribal organizations
APIA +W o have many rooowabio enorgy projects com pleted, underway and in fanning in our rogion 1.00 2.00
Geothormal ismg wind turb-nes Qoothormal ond hrdroeiectnc system s
APIA -W o hove many ronowoble onergy project* com pleted, underway and in planning in our region 2.00
Hydro jsm g wind turbmos. geothormal end hrdrooloctric systoms
AFN- Testimony lo Senato Cmtof IA-Congrocs should mc/ooso funding lo tho Denali Com m ission 1.00 2.00
[Policy/Programs ordovrlop ng oiternotive/renewablo onorgy projects
AFN- Testimony lo Senato CmtofIA - A rocont study points out four potential geothormal aroas in 1.00
Maska interior hotsprings, southoost hot springs, tho W rongoil M ountains, ond a combination of tho
Alaska Pervnsula and the Aloutian Cnam Tho value of goothormY power is mugmfied by the fact that
can produce both heat and oloctnaty Butprobloms inciudo accessibility to volcanic areas,
Gocthermat ransmission distancos ond possible environmental dam age
Policy/ Programs VFN « New econorn c and energy hub zones Incontivizo ond onpand econom ic grerwlh 1.00
SEOS/Alaaka State Chambor of Commorce/Anchorage* Astho development of renewable energy 0.00
naeasos and the need for educators grows. Alaska s University systom mustbe oncourogod to

iop curricula lo tram moro Alaskans jn onorgy devolnpmont produefmn. delivery and management
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Change Record Detail With Description
Department of Commerce, Community, and Economic Development

Scenario: Alaska Resource Rebate Special Session (6835)
Component: Alaska Energy Authority Power Cost Equalization (2602)
RDU: Alaska Energy Authority (453)
Title: Fully Fund the FY 2008 Power Cost Equalization Program

Trans Personal Capital Grants, Positions

Type Totals Services Travel Services Commodities Outlay Benefits Miscellaneous PFT PPT NP

Suppl 600.0 00 00 00 00 00 600.0 0.0 0 0 0
1089 Power Cos 600.0

The supplemental request will allow AEA to continue to pay PCE at 100% for FY 2008. Fuel costs continue to increase demand on the

program. Without this supplemental, PCE payments will require pro rata adjustment.

Slate of Alaska
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Change Record Detail With Description
Department of Commerce, Community, and Economic Development

Scenario: Alaska Resource Rebate Special Session (6835)
Component: Alaska Energy Authority Power Cost Equalization (2602)
RDU: Alaska Energy Authority (453)
Title: Fully Fund the FY 2009 Power Cost Equalization Program

Trans Personal Capital Grants, Positions

Type Totals Services Travel Services Commodities Outlay Benefits Miscellaneous PFT PPT NP

Inc 9,000.0 00 00 00 00 00 9,000.0 0.0 0 0 0
1089 Power Cos 9,000.0

The Power Cost Equalization (PCE) levels are anticipated lo increase in the fall as PCE utilities purchase 'heir winter supply of fuel.
Electric rates are estimated to be at least 50% higher and more PCE utilities are anticipated to reach the maximum PCE level of 37.69
cents/kWh. The anticipated PCE level adjustments are expected to impact the cost of the program in the second quarter of the fiscal
year. In addition to the increased fuel costs, the maximum PCE level increased to 37.69 cents/kWh from 37.65 cents/kWh when the
fiscal year 2009 Regulatory Commission of Alaska calculated weighted average cost of residential power in Fairbanks, Anchorage and
Juneau decreased lo 12.83 cents/kWh from 12.87 cents/kWh.

This funding request will allow AEA to continue to pay PCE at 100% for FY 2009. Without this additional funding, AEA estimates that
the PCE payments will require pro rata adjustment.

Stale of Alaska
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Change Record Detail With Description

Department of Health and Social Services
Scenario: Alaska Resource Rebate Special Session (6835)
Component: General Relief Assis'™e 'e (221)
RDU: Public Assistance (

Title: Alaska Resource Rebate Program

Trans Personal Capital Grants, Positions
Type Totals Services Travel Services Commodities Outlay Benefits Miscellaneous PFT PPT NP
IncOTI 10,668.7 546.1 10.0 108.0 108.4 0.0 9,896.2 0.0 0 0 9
1004 Gen Fund 10,668.7
Slate of Alaska
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Change Record Detail With Description
Department of Health and Social Services

Scenario: Alaska Resource Rebate Special Session (6835)
Component: General Relief Assistance (221)
RDU: Public Assistance (73)
Title: Alaska Resource Rebate Program

Trans Personal
Typo Totals Services Travel Services Commodities Outlay

Capital Grants, Besitions
Benefits Miscellaneous PFT PPT NP

This legislation establishes the Alaska Resource Rebate Program, which shares the state's resource wealth by providing a special
one-lime $1,200 payment to eligible Alaskans.

This legislation protiibits counting the rebate as income or resources (or veterans' benefits and public assistance programs, unless
required lo do so by federal lav/. Section 1 (I), (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 Hold Harmless (HH) benefits. Replacements of public assistance benefits are
limited to four months. Veterans' benefits are not subject to the 4-month limitation

In some circumstances, the $1,200 rebate will count in determin ng 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 lo implement the hold harmless provisions in tfie new
Alaska Resource Rebate Program These costs include' $9,896.2 to replace the loss of benefits, and $772 5 in administrative costs,
which includes funding for 9 temporary staff needed to manage ttie additional workload.

Benefit Cost Assumptions:

Persons v/ho apply for public assistance m 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 onomng recipients will receive the rebate
chock, orin time to lake action lo count it as income The department also expects most individuals will spend the money immediately

on basic needs and continue to have assets below lhe various program limits

Food Stamp Program Federal rules allow the resource rebate to bn excluded os income; however, any portion nf tho payment that is
not spent must be counted as on asset. 1ho department estimates 7,000 households (30% of nearly 24,000 households currently
eligible for the Food Stamp Program) v/HI need hold harmless bonofils lo replace federal food stamp benefits for one month These
households will not spend their resource rebate payments fight away, causing them to exceed the $2,000 asset limit set in federal
rules. The average allotmentis $400. Estimated food stamp hold harmless cost is $2,800.0

SSI' The department expects that thu Social Security Administration will count tho resource rebate as income, and any money not

spent will tie counted as an asset undoi tho federal SSI rules SSA will likely make tins determination after the fact and establish an
overpayment retrospectively. About 11.500 individuals recoive SSI m Alaska Tho average monthly SSI| payment is $400 Estimated

SSI hold harmless cost is $4,600 0

Veterans Disability and Survivor Benefits | or veterans' benefits that are means tested, tho Veterans Administration will toMI the

resource rebate as income Bom Ms will be reduced dollar for dollar nrid prorated over the calendar your VA estimatesJ i
State of Alaska
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Change Record Detail With Description

Department of Health and Social Services

Scenario: Alaska Resource Rebate Special Session (6835)
Component: General Relief Assistance (221)
RDU: Public Assistance (73)
Title: Alaska Resource Rebate Program

Trans Personal Capital Grants, Positions
Type Totals Services Travel Services Commodities Outlay Benefits Miscellaneous PFT PPY NP
oenciicianes veis ana U't wiuows and ciupenuems) win oe impacted, itie uepbrimem estimates the VA noio Harmless cos: is

$451.2 (376 x $1,200)

Medicaid: The rebate can be excluded tor most Medicaid coverage groups, including Family Medicaid & Denali KidCare. Federal law.
however, requires the state to count lhe resource rebate as income for seniors and people with disabilities if it brings their total income

lo more than $1911/month (300% of 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 hold harmless benefils lo 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 depart.'..ent estimates Medicaid hold harmless cost of

approximately $2 million.

Savings to lhe benefit programs aro primarily outside of the DHSS budget (SSI| and veterans' benefits), or 100% federally lunded (food
stamps) and will not result in any GF savings. Medicaid savings would be reflected in the department's budget, However, due to Hit*
$23 million reduction already absorbed by the Medicaid program in FY 2009, and Ihe uncertainty of the now program’s impac’, lhe

department is not proposing an additional $2 million reduction in Medicaid.

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

State of Alaska
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Change Record Detail With Description
Department of Revenue

Scenario: Alaska Resource Rebate Special Session (6835)
Component: Resourco Rebate (2930)
RDU: Taxation and Treasury (510)
Title: Alaska Resource Rebate Program

Trans Personal Capital Grants, Positions

Type Totals Services Travel Services Commodities Outlay Benefits Miscellaneous PFT PPT NP

IncOTI 800,000.0 1700 oio 591.2 5818 30.0 799,150.0 0.0 0 0 5
1004 Gen Fund 800,000.0

1lhis increment creates a new program and budget component lo be administered by the Department of Revenue that provides for a
one-lime resource rebate payment of S1.200 for each eligible Alaskan. Eligible Alaskans under this program will include those
Alaskans who applied for and have been deemed eligible for the 2008 permanent fund dividend, and those persons who apply for the
program under a supplemental application, are physically present in Alaska, have resided in Ihe slate for lhe 180 days preceding lhe

application period and meet the other eligibility criteria in the bill

The actual number of persons eligible for the 2008 PFD will nol be known until September but for the purposes of projecting the costs
of administering this program wo are assuming that 620,000 persons will bo eligible for lIne 2008 PFD, and that 45,000 additional
persons vail qualify for the resource rebate program under the supplemental application process, for an estimated total of 665,000

porsons.

Based on PFD program costs the direct cost of printing and mailing lhe checks will be approximately 5525,000 for Issuing the
payments and 1099 advices. We will not use the PFD payment system for this purpose but instead will contract with either the

Division of Finance or a financial institution

The cost of administering Hie supplemental application process is estimated at 5325.000. This includes printing and distribution ol
applications, programming costs for a now database to collect applicant information and personal services costs related to receiving
applications, scanning and filing applications and related documents, determining eligibility, etc Since this is a one-time program we
vail use exisling equipment and bring in seasonal employees, non-permanent employees a’'d contractors to accomplish this work.

Note that while we are using information from the PFD eligibility system, this projecl will bo done oufsidu of Ihe PFD Division and every
attempt will be made to minimize impacts on PFD processing

Stale of Alaska
Page | of 1 Offiice of Management & Budget 7-9-2008 9 22 Dm



Change Record Detail With Description

Department of Revenue

Scenario: Alaska Resource Rebate Special Session (6835)
Component: Tax Division (2-176)
RDU: Taxation and Treasury (510)
Title: Compensation of Municipalities for Loss of Motor Fuel (Aviation) Tax Shared Revenue

Trans Personal Capital Grants, Positions

Type Totals Services Travel Services Commodities Outlay Benefits Miscellaneous PFT PPT NP

IncOTI 150.0 00 (o]e] 00 00 00 00 150.0 0 0 0
1004 Gen Fund 150.0

This appropriation for the amount necessary, estimated to be $150,000, holds municipal governments harmless for the loss of aviation
fuel taxes that would be shared if the motor fuel tax was not suspended. Proposed legislation would suspend collection of all motcr
fuel taxes for one year, including (uels (or highway use, watercraft and aviation. Under AS 43 40.010(e) sixty percent of the net
proceeds of taxes on aviation fuel are refunded to a municipality that owns or leases and operates an airport. With higher than
expected o'l prices the State of Alaska is receiving surplus revenues from oil and gas taxes and royalties. At Ilhe same time, the
municipal governments that operate airports are not receiving additional revenues and may not be in a position to make up for this
revenue loss.

Stale of Alaska
Pago 1ol 1 Office of Management K Budgnl 7-0-2008 7 56 pm



CITY OF BETHEL

P.O. Box 1388 Bethel, Alaska 99559
907-543-2047
FAX # 543-3817

July 31, 2008

House Finance Committee
State Capitol, Room 505
Juneau, AK 99801-1182

To Whom It May Concern:

At its regular meeting of July 22, 2008 the Bethel City Council unanimously adopted Resolution 0S-
11, supporting State House Bill No. 4002; and act establishing the Alaska Resource Rebate Program
and relating to the program; and providing for an effective date. Also adopted by unanimous consent
was Resolution 08-12, supporting State House Bill No. 4003; An act making supplemental
appropriations to the Alaska energy authority for power cost equalization; making special
appropriations to the Department of Revenue and to the Department of Health and Social Services
for the Alaska Resource Rebate Program; making special appropriation to the Department of Revenue
for the payment of certain shared taxes relating to aviation fuel; and providing for effective date. A
copy of each signed resolution is enclosed.

Sincerely,

Lori Strickler
City Clerk

Enc.

Mv/» Vv nut! irinsf)i»r(iliii)i (\ nu r nf llie Kusknkuini*



Introduced by: Vice-Mayor Williams
Date: July 22nd, 2008
Action:  Passed
Vote: 6-0

cITY OF BETHEL, ALASKA

Resolution # 08 -11

A RESOLUTION BY THE BETHEL CITY COUCIL SUPPORTING STATE HOUSE
BILL NO. 4002 AN ACT ESTABLISHING THE ALASKA RESOURCE REBATE
PROGRAM AND RELATING TO THE PROGRAM; AND PROVIDING FOR AN

EFFETIVE DATE

WHEREAS, the cost of living in rural Alaska has increased substantially over the past
few years; and

WHEREAS, the annual income for the many individuals within the community of Bethel
has not increased to match that of the changing economy; and

WHEREAS, the cost of gasoline and fuel oil concern all of rural Alaska;

WHEREAS, the communities within this region rely on fuel not only for transportation
and subsistence hunting but also for heat for their home;

WHEREAS, it is the goal of most consumers to conserve as much as possible however
even with diligent conservation of energy and recourses many members of
the community will still have trouble making ends meet; and

NOW, THEREFORE, BE IT RESOLVED, that the City of Bethel City Council is in
support of State of Alaska passing State House Bill No. 4002 the
establishment of the Alaska resource rebate; and

APPROVED and SIGNED this 22rd day of July,

ATTEJ

r/
[Toii*Stricklcr, City Clerk

City of Bethel, Alaska Resolution 08-11
lof 1



Introduced bhy: Vice-Mayor Williams
Date: July 22nd, 2008
Action:  Passed
Vote:  6-0

cITyYy OF BETHEL, ALASKA

Resolution # 08-12

A RESOLUTION BY THE BETHEL CITY COUCIL SUPPORTING STATE HOUSE
BILL NO. 4003 "AN ACT MAKING SUPPLEMENTAL APPROPRIATIONS TO THE
ALASKA ENERGY AUTHORITY FOR POWER COST EQUALIZATION; MAKING
SPECIAL APPROPRIATIONS TO THE DEPARTMENT OF REVENUE AND TO THE
DEPARTMENT OF HEALTH AND SOCIAL SERVICES FOR THE ALASKA

RESOURCE REBATE PROGRAM; MAKING SPECIAL APPROPRIATION TO THE
DEPARTMENT OF REVENUE FOR THE PAYMENT OF CERTAIN SHARED TAXES
RELATING TO AVIATION FUEL; AND PROVIDING FOR AN EFFICTIVE DATE."

WHEREAS, rural Alaska is facing ongoing challenges with the rising cost of living; and

WHEREAS, the cost of electricity has continued to rise which directly effects the
amount of money used for the power cost equalization program subsidized

by the state; and

WHEREAS, the cost of fuel and electricity has led to the increased cost of other goods
and services throughout the region; and

WHEREAS, the average income for rural Alaska has not increase to match that of the
rising costs of living; and

WHEREAS, with the increased cost to the business owners (who are not getting the
government subsidies), they in turn have to shift their increased costs onto

the consumer; and

WHEREAS, leaving individuals and families with much less money to spend on
necessary goods and services; and

WHEREAS, state and federal subsidies are necessary for families in the bush
communities lo sustain the economic changes; and

WHEREAS, the resource rebate program will help defer some of the hardships facing
rural Alaskan's through the winter and provide relief for the rising energy

costs; and

Resolution 08-12

City of Bethel, Alaska
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Introduced by: Vice-Mayor Williams
Date: July 22nd, 2008
Action:  Passed
Vote:  6-0

NOW, THEREFORE, BE IT RESOLVED, that the City of Bethel is in support of the
State of Alaska passing State House Bill No. 4003 An Act making
supplemental appropriations to the Alaska Energy Authority; and

APPROVED and SIGNED this 22nd day of July, 2008

ATTEST:
77
Lori Strickler, City Clerk

City of Bethel, Alaska Resolution 08-12
lof 1









UNITED FISHERMEN OF ALASKA

211 Fourth Street, Suite 110
Juneau, Alaska 99801-1172
(907) 586-2820
(907) 463-2545 Fax
E-Mail: ufa@ula-fish.org
www.ufa-fish.org

July 28, 2008

Representative Mike Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
House Finance Committee

Alaska State Legislature

State Capitol, Room 434

Juneau, AK 99801

Dear Repsentative Chenault, Representative Meyer, and Committee Members,

Last week we delivered to your office, and to the Governor, copies of petitions signed by
over 1,800 Alaska commercial fishermen seeking help from fuel prices. We appreciate the
initial response from the governor’s office with the introduction of HB 4004, calling for a
temporary suspension of the state motor fuel tax. Although this measure is considered to
help urban fuel users more than it will benefit rural residents, still it is likely to provide at
least some benefit to thousands of commercial fishermen statewide.

While it may or may not be possible to create perfectly fair and comprehensive programs that
benefit all Alaskans in accordance with their individual situations, we ask that you support
1B 4004 as one measure that can be pul into place quickly to bring some reliefto high motor

fuel prices.

United Fishermen of Alaska is the largest statewide commercial fishing trade association,
representing 37 commercial fishing organizations participating in fisheries throughout the
state and its offshore waters. We appreciate your attention to the difficulties facing Alaska’s

fishermen and fishing communities.

Sincerely,

Mark Vinscl
Executive Director


mailto:ufa@ula-fish.org
http://www.ufa-fish.org
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ciItTy 0F SCAMMON BAY

P.0. BOX 90

SCAMMON BAY. ALASKA 99662

(907) 558-5529  FAX (907) 558-5626
cityofscmbiy@icl.net

7/29/08

To: Energy Committee Chairman
Representative Gabrielle LeDoux

I am James Akerelrea, City Manager for City of Scammon Bay. We support the
$1,200.00 energy rebate which was proposed by our Governor Palin. We also support the
AVCP Executive Board Resolution titled, 2208 Fuel Emergency Declaration and Relief

Program.

The Energy Rebate from the State of Alaska couldn’tbe: the right timing because in the
Yukon Delta we had a very poor return of Salmon. This is going to hurt many of the
families that depend on seasonal income and for some families this is the only income

they make for the whole year.

We are experiencing high energy cost in the village of Scammon Bay more so then the
larger cities. The increase in the fuel cost also increases the basic food items, electricity
cost, round trip fare from Bethel and every thing else that we have to pay or purchase
Locally or from outside of the village.

Enclosed with my testimony 1have data that shows cost of fuel from last year to present
and cost of basic items that wc purchase from the local store for cost comparison.

Last years landed cost for diesel fuel was S2.87 and this year landed cost will be $4.96.
There Lsabout 45% increase. The round trip ticket with Grant and Hagcland use to be
$200.00 and within ayear it has increased to $390.00.

Should you have any questions please do not hesitate to call me at a given phone number
on the letterhead. Thank you for your consideration.


mailto:cityofscmbiy@icl.net
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Fax tot Anthony Ulak 907-558-5626

CROWLEY’ 3oo0king Number: 97&4
Date Booked: 06/2B/2007
IRIE! EMITTANCE TO: Date Issued: 06/28/2007
°2 Towle glF! eumsD?erB
(69

e

Please note. THIS BOOKING IS A FIRM ORDERLI PONo.: NSQ
Required by:
City of ScaBnoon Bay Fed. Registration 2007
P.O. Box 90 State QD: os cd8
Scammon Bay AK 99662
Deliver to: City of Scammon Bay
At: Scammon Bay PAYMENTTERMS .
Net 30 days unless otherwise noted.
Package Product Quantity Fed Sta L Price Total F S Voy
BULK HF#1 CLEAR 9000 0.000 0.000 X 12.8677 $25,809.30 1C,6
Quantity total 9000 Subtotal $25,809.30
Local Tax 0.0 0% $0.00
TOTAL $25,809.30

¢Pricing reflects marketing agreement between N<~rth8tar Gee & Crowley*

James Akerelrea 907 .55B.5529
1. Pricee are indexed between 05/08/07 to date[a) of barge loading at origin

as ffellows] Jet/#1 to Platts LA Jet and Unleadlto OPIS Rack Sea Uni Clear
Gross posting.

2. Pricing is based on above quantities and does not include fees for
trucking, wharfage, storage, or other ancillary.charges.

3. Payment termst 8ubject to credit approval.|

4. The attached Terms and Conditions are applicable.

5. Taxes are as Indicated abrvo and may be subject to change based upon

regulatory certifications or exemptions.
O ffer valid until close of business 05/22/07. To accept this offer

please sign, date and fax to my attention.
yak you for this opportunity to provide our services.

TITLE. DATE.
TITLE. , DATE.
Term* and Condition* on revere* aid* are Incorporated and mad* pari hereof,
KnHf

ACCEPTED BY BUYER _
ACCEPTED BY SELLER
Error* In price, axtenafon and addition subject to correction.



Jul 29 2008 10:24AM  City of Scammon 907-558-552G
07/07/200* 11:02 FAX @001

Natlva Owned Petroleum Rejtoller

FAXTRANSMITTAL JHPJET

ATTN: Rive- Bound Fuel Participants i
COMPANY: Various .
FAXNUMBER: Various j
FROM: Viola Smith
DATE: 07/0//08 e 1
FALL CRDERS DUE AUGUST 1 2008

REMINDER: PLATTS and OP/S PRICES CHANGESPAILY Using Thursday’s Platts and
OPIS pricing, here is aprice indicator for both Unleaded Gas and Heating Fuel for “PLANNING
PURPOSES" only. Wc will also now be including 4 week* of fuel price history.

Y98 HF 4635 UL-4015
Y2308 HF 4723  UL-4078
N2I/B- HE 4892  UL- 4240
/8 -HF 4690 UL -4377
o/0o/B-mF 4649 UL -4377
&/20/08« HF 4664 UL -4500

Heating Fuel ~ 4.956 per gallon

Unleaded Gas ~ 4.219 per gallonwithout taxes
008 State Tax
0.184 Federal Tax

Total UL Cost 4483 per gallon

Please feci free to contact me if you have Sa%questions al'/07-644-9204
Or Cameron at Crowley Office 907-777-

Quyanarpak Caljpeq,
Viola S.
Aock*r»tt Offlc*: S*tk4 0 :
113 Weil Nortktrn U*M», SulU 104 é&tﬁ(?[(
o e oo 5X.7-S43-4277 907443-4276

>07-222-3220 Fuc 907-122-3221



po Box 1Loool

Sarah Palin
Juneau, Alaska 9981 I t

Governor
(9071 465 3900
GOVERNORCIGOV STATE.AK.US FAX 19071 465 3532
WWW GOV STATE AK US

State of Alaska

OFFICE OF THE GOVERNOR
JUNEAU

July 30, 2008
VIA HAND DEL IVERY

The 1llonerable Kevin Meyer

Alaska State Representative
Co-Chairman, llouse Finance Committee
State Capitol, Room 515

Juneau, AK 99801

Ihe lIlonorable Mike Chenault

Alaska State Representative

Co-C hairman, Ilouse Finance Committee
State Capitol, Room 505

Juneau, AK 9980J

Re: 11B 1001 (Suspending the Motor Fuel lax)
Deal Co-C hairman Meyer and Co-C hairman Chenault:

Several committee members raised tjuestions at the hearing that required
additional research. Ilere is what | have found to date

IMFACT OF RECORD,-KEEPING REQUIREMENTS OF
THE BILL ON ALASKA BUSINESSES

Ihe issue ol burdening, businesses with additional paperwork was raised. As
Ms Bales Irom tin 'Vpartment ol Revenue testified, rouphly 100 motor fuel distributor
in Alaska will have to now submit copies of invoices to the IVpartment of Revenue
Ihat impact on distributors should be balanced against the significant decrease in lax
relund paperwork th.it thousands ol Alaska businesses will no longer have lo file lor
luel pun hased m bulk liom a distnlnilor, but not m lualh used in a motor vehicle.

Ihe iurrent tax s\ stem assumes pun hasers ol bulk luel will use all ol that luel
lor purposes that fall uinlei Ihe moloi luel lax pnn isions and tripper the liability for
p.ix inp the lax lhese businesses then h.n i*lo pa\ ihe hiphext rate ol tax (8 cents) per
pallon on all moloi luel the\ purchase’lrom a distributor. Because main of these
businesses Jo not a. lualh use e\ orv pallon o] llie bulk luel pun base as motor luel, llu'\
h.n e lo 11a. kand idenlilv =i xad i|ii.mtit\ ol tin* bulk luel uol used as moloi luel and
llie a reluiul ieiliiis| to (lie I>epai tuieill ol Re\elme Illls linaiH ial ami p.ipei noi k
bijnlin on lhousauds ol \laska businesses wonlId In-eliniiualed In passape ol Ilie bill



The Ilonorable Kevin Meyer
The llonorable Mike Chenault
July 30, 2008

I'age 2

IMPACT ON FEDERAL HIGHWAY FUNDING

The issue of a negative impact on federal highway funding on states that
suspend their motor fuel tax was also raised. So far, | have found four states that have
recently suspended their motor fuel tax: Illinois, Indiana, Florida, and Georgia. All four
of these slates suspended their state gas taxes for a period before 2005. Every one of
these states receiv ed increased federal highway funding under SAFETEA-LU just as
states that hail not suspended their gas tax. SAFETEA-LU provided states with a 30
percent increase in funding (“>286 billion) over the previous highway funding bill, TEA
- 21 ($218 billion). 1will continue researching.

OF SAVINGS FROM TAX SUSPENSION

Also enclosed is a draft amendment that should help ensure the savings from the
tax suspension an passed on toi msumers. lheamendment requires retailers to
submit a siatemem to the Department ol Revenue that 100 percent of the savings from
the tax suspension are being passed through lo consumers and allows, but does not
require, retailers to post signage on its premises that tax savings from the suspension

are being passed through to consumers. lam also including copies of news articles
from Florida and the finding in that stale by the American Automobile Association that

gas lax savings were passed onto the consumers. Please enter this letter and these
documents into the record ol the committee.

Please let me know il vou have any additional questions. |am available at youi

convenience.

sjnccrelv.

K.indv Ruaru
> ial -'tuft As istant

I in Insures

1 Members, Ilouse I maine ( om millev
S n.iloi stmIman, N'liale I m.iim ( <I| ban man
Vnulor Ilollman, Smute I m.une Co t hau man



UNITED FISHERMEN OF ALASKA

211 Fourth Street, Suite 110
Juneau. Alaska 93801-1172
(907) 586-2820
(907) 463-2545 Fax
E-Mail: u(aOula-fish.org
www.ufa-fish.org

July 28, 2008

Representative Mike Chenault. Co-Chair
Representative Kevin Meyer, Co-Chair
House Finance Committee

Alaska State Legislature

Stale Capitol, Room 434

Juneau, AK 99801

Dear Rcpsentative Chenault, Representative Meyer, and Committee Members.

Last week we delivered to your office, and to the Governor, copies of petitions signed by
over 1,800 Alaska commercial fishermen seeking help from fuel prices. We appreciate the
initial response from the governor’s office with the introduction of HB 4004 calling for a
temporary suspension of the state motor fuel lax. Although this measure is considered to
help urban fuel users more than it will benefit rural residents, still it is likely to provide at
least some benefit to thousands of commercial fishermen statewide.

While it may or may not be possible to create perfectly fair and comprehensive programs that
benefit all Alaskans in accordance with their individual situations, we ask that you support
1B 4004 as one measure that can be put into place quickly to bring some reliefto high motor

fuel prices.

United Fishcimen of Alaska is tho largest statewide commercial fishing trade association,
representing 37 commercial fishing organizations participating in fisheries throughout the
state ar.d its offshore waters. We appreciate your attention to the difficulties facing Alaska’s

fishermen and fishing communities.

Sincerely. X

Mark Vinsel
Executive Director


http://www.ufa-fish.org

The Energy Relief Savmgs and Efficiency Plan (ERSEP)

A Better Approach to Addressi aska's Enerqy Needs m the
PP 28§I gpe&%l Seséﬁon o

by Alaska Conservation Solutions
July J6(2008

Alaska is at a critical fork in the road. High energy prices are creating both
budget surpluses and individual hardships. In response to this situation, we can
implement a thoughtful, comprehensive strategy that has both immediate and long
term benefits, or we can make the problem worse. If we simply subsidize fossil fuel
consumption by all Alaskans, this will increase our dependence on foreign supplies,
create inequities, fail to address the root causes of the problem, and establish a
massive subsidy that will he virtually impossible to undo in the future. On the other
hand, there are numerous strategies that can provide immediate, mid- and long-
term relief to high energy prices and simultaneously reduce our demand for fossil

fuels. This is the responsible path to the future.

I. Addressing Utility Costs

As Alaskans face rising utility costs, residents are looking for relief. The state can
provide a path to reduced monthly bills and long-term energy security. To provide
relief without leadership on energy conservation and energy efficiency would be
short-sighted, as energy cost relief would only treat the symptom and not the

underlying challenge.

Alaskans can significantly lower the.r energy hills by Implementing immediate
state-assisted energy conservation measures. The public's response in Juneau to
their energy crisis demonstrates this clearly. Virtually overnight individuals and
businesses in Juneau adopted multiple conservation measures, and energy
consumption dropped by approximately one-third. For example, on Tuesday April 15,
prior to the avalanche, Juneau consumed 1,006 MWh, while on Tuesday May 6, after

the avalanche, Juneau consumed 660MWh,

There is a need for more public education on energy conservation measures, and,
in some cases, implementation assistance. Some energy conservation measures are
not universally understood, such as the energy savings achieved from unplugging
appliances not in use. A 2UUU Mudy oy the University of California and Lawrence
Berkeley National Laboratory indicates that eliminating this "standby electricity"
could save households hetween 6 and 26 percent on their average electricity hill. It
is estimated that "phantom"™ appliances use about 450 kVVII per household annually.
Other energy conservation strategies may require additional education, such as how
and why to reduce the thermostat setting on a water heater. Notahly, each 10°F
reduction in water temperature results in 3% -5 Vb savings in energy costs.



Alaska Conservation Solutions proposes at least seven areas in which
appropriations represent wise investments that will help Alaskans immediately lower

their utility bills:

1) Effective Public Education Program

Immediately establish an Alaska Energy Conservation Education Coordinator position
and program within Alaska Energy Authority. This position would work with utilities,
the media, key organizations and others to educate the public on ways in which
consumers can reduce their energy use quickly and efficiently. Among other
immediate projects, this program could modify and expand a state-wide, web-based
Alaska Energy Reducer, which would provide quick, practical ways to reduce
consumption. It could also work with the media to produce statewide Public Service
Announcements on energy reducing strategies; and with key "'musing and other
organizations like RuralCAP, as well as local governments. Printed materials,

including posters, would also he utilized.

(Appropriation: $800,000.)

la) Alternative: An alternative strategy would be to provide an $800,000 grant to an
existing entity outside of state government, to provide the services described above.

2) Metering and Utility Education Program

Provide money to utilities to educate their consumers and distribute home metering
devices. Studies show that when consumer: can see how much energy they are
using and from what sources, they are better able to reduce their energy
consumption. Providing utilities with metering devices, and having utilities distribute
them along with energy conservation recommendations, would produce significant
results. For example, after meters were installed in the City of Saint George, demand
was reduced and the utility realized a I5'/0 savings on fuel (AHFC 6/19/07).

(Appropriation: $500,000 to the highest cost areas, utility educational efforts, and
other outreach.)

3) Juneau Study and Lessons Learned

Fund a study »oexamine quickly how Juneau reduced its energy consumption by
approximately one-third. This study would document the strategies and lessons
learned. The results of this study would he promptly disseminated.

(Appropriation: $100,000.)

4) Distributing Energy Efficiency Products

Have Alaska Energy Authority (AEA) provide consumers immediate access to free or
low-cost energy conservation products. This could he done either for low-Income
consumers ur for jll consumers. 5uch products could mclud * compact fluorescent
bulbs (CFL bulbs use about 75% less energy than standard incandescent bulbs),



programmable room thermostats (average savings about 10%, according to AEA),
low-flow showerheads (the US Department of Energy reports that quality low-flow
fixtures cost around $10-20 a piece and achieve water savings of 25-60%), plug-in
power strips (facilitating the quick and easy turn-off of power to appliances not being
used), and lighting occupancy sensors (artificial lighting consumes almost 15% of a

household's electricity use, according to the DOE.)

There is an excellent model for doing this: The Oregon Energy Trust. This "public-
purpose organization™ was established by the Oregon Legislature as a one-stop shop

for state energy assistance (see .m/eif gym g .) An Alaska Energy
Trust could be similarly established and housed under AEA or The Regulatory

Commission of Alaska (RCA). The Alaska Energy Trust could offer conservation
programs that have a proven record of reducing energy demand, such as:

« free residential and small business energy audits

¢ rebates ($50-100 range) for purchasing ENERGY STAR appliances such
as refrigerators, clothes washers and dryers

+ rebates ($100-200 range) for upgrades to high efficiency gas, oil and
electric furnaces and hot water heaters

« free compact fluorescent light bulbs

« free energy reviews for commercial buildings, using certified energy
contractors

+ free programmable thermostats
¢ other (this is not a comprehensive list)

(Appropriation; Depends on extent of program, hut could range from $1 million to
$50 million.)

5) Assist Local Governments

There are several actions that can relatively quickly assist local governments,
including schools, in saving energy. Examples include energy audits, installing more
energy efficient street lighting, upgrading refrigeration units, water conservation, and
upgrading and making indoor lighting more efficient.

(Appropriation; Depends on extent of program, but could range from $2 million to
$100 million.)

G) More Efficient Diesel Generation

There are substantial energy savings to be achieved from more efficient diesel
generation. The state could provide grants or no-mterest loans to continue and
accelerate existing efforts to retrofit inefficient rural diesel generators with the best

available current technology.



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

7) Additional Measures

In addition to the above, we recommend the following short- to mid-term energy
efficiency measures:

« Training and Certification
Provide expanded and accelerated training and certification programs
necessary to implement Alaska's new weatherization, renewable

energy, and energy conservation programs.
* Revising Building Codes

The state should fully adopt and implement Building Energy Efficiency
Standard (BEES - introduced in 1985 and adopted in 1992 but not
implemented) as the new state residential energy efficiency building
code. BEES should be viewed as the minimal energy efficiency code,
and research should be quickly conducted to see how best to build
upon BEES in light of current prices, new international standards and

technologies.

+ Net Metering

Pass legislation creating a net metering system based on actual
avoided costs in Alaska.

II. Addressing Transportation Costs

As gasoline and diesel prices increase, Alaskans are facing increased
transportation costs. Here are four possible funding strategies that would provide
Alaskans less costly alternatives as well as long-term solutions:

1) Expand Mass Transit

Bus systems in Alaska are underfunded, and provide minimal service. Providing state
funding to increase bus service in larger communities, and to begin bus service in
smaller ones, is a very desirable option. In the short term, the state could provide
money to reduce or even eliminate fares. This strategy also creates jobs and Is
especially beneficial to low-income employees. Depending on the scope of program,
costs could range from $10 million to $100 million.

2) Expand Van Pooling and Car Pooling

Van pooling systems in Alaska are underfunded. Providing state funding to acquire
vans for she ‘ed rides, and/or paying for gas for van pools and car pools would
promote these services. Additional staff would be needed to advertise and coordinate



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

3) Implement Bicycle Programs

Currently some people who would like to have a bicycle for alternative transportation
cannot afford one. This program would make bicycles available either for purchase or
rent on needs-hased criteria. Bike paths and bike routes would also bhe improved.
Depending on the scope of the program, costs could range from $500,000 to $2

million.

4) Provide Efficiency Rebates

Many people want to buy new, more efficient vehicles, outboard motors,
snowmohiles, and so forth. This program would provide money for such purchases.
The amount of the rebate could be income-based. This program could also be
available to municipalities to upgrade their fleets. Depending on the scope of the
program, costs could range from $5 million to $50 million.

[Il. Power Cost Equalization Component
of the Conservation Community Alternative

The legislature should fully fund and expand the Power Cost Equalization
Program, as part of its approach to addressing the increased price for electricity in
heavily affected communities.

First, the PCE needs to he fully funded for this upcoming year to insure that the
fust 500 kWhs consumed by residential customers are affordable. (In the last six
months of 2007, only 89% of the program was covered.) It appears as if the
program is currently underfunded by approximately 10 to 15%, a shortfall of
approximately $3 million.

Second, the PCE could be expanded to Include schools an,, other key buildings
and institutions not currently covered. The cost of this depends on the magnitude of
the expansion, but could be in the range of $1 to $10 million.

IV. Legislative Hearings

It is appropriate for the Legislature to hold a series of hearings exploring how we
can lower the burden of high energy costs on those most in need, including
institutions such as schools and municipalities, The goal would be to find short-term

relief that:

« does not aggravate the underlying problems (such as increasing the
consumption of energy);



« is targeted to those most at need (do people making $250,000/year
really need $100/person/month for their family?); and

¢« provides maximum mid- and long-term benefits.

V. Cone jsion

The Governor's proposal needs carefU scrutiny. What are the consequences?
How much will itincrease energy use? Is it equitable? Is it needed for people with
high incomes? What are the political consequences of this proposal in Washington DC

and other places? How would it ever be discontinued?

If the state is prepared to spend over $800 million, we can make smart,
equitable, long-lasting investments that will benefit the state for years to come,
‘ower our carbon footprint, make us a model for others, and provide critical relief to
people throughout the state, especially those most in need. We do not want to make

an enormous investment in t"e wrong direction.



Six Reasons Not to Suspend the Motor Fuel Tax

by Alaska Ci nservation Solutions
July 16, 2008

i) The fuel tax suspension may not, and according to economic theory will
not, actually result in lowering the price of motor fuel to the full extent of

the suspension.

If the State eliminates fuel taxes, will our residents benefit from the entire amount of
that tax elimination? In other words, will gasoline prices, for example, decrease by
the entire 8 cents of the tax elimination for the duration of the suspension? This is

highly unlikely.

Alaska collects motor fuel taxes primarily from wholesalers and distributors that hold
"qualified dealer" licenses issued b> the Tax Division. What will prevent gasoline and
other fuel vendors from increasing the cost of fuel as a result of this program? Our
economy is driven by supply, demand, and the ability to pay. If the demand is higher
and the ability to pay greater, economic theory and experience demonstrate that
prices will increase. How much of the tax suspension will be "consumed™ by higher
fuel prices? This is a troubling and significant unknown.

This issue was highlighted in numerous analyses concerning the recently-tabled

summ tlme federal gaf-tax holiday proposal. he moye to suspend federal gas
@ ; I ml?e m‘%&% mm]au

¢ Sl bt %ﬂi sy
® JLs:‘ rea1el

m Hendr|k Hertzberg, The New Yorker, May 19, 2008)

fe sor Michael Dor]‘ of Columbia UH|verS|ty IkeW|se note t

i et b
IG‘StO [ F|ndLaw May9 2008

It does not make sense to suspend fuel taxes in Alaska unless consumers henefit
from all or at least most of the suspension - and there is no evidence that they will.

2) Alaska has the lowest motor fuel gasoline tax in the United States,
according to The Tax Foundation, but it also suffers from the highest

gasoline prices.

On July 15, 2008, the American Automobile Association announced that the average
price of regular gas in Alaska is the highest in the nation, topping this month's list at
$4.64 a gallon. Of that, only 8 cents a gallon (a rate that has not changed since
1970) Is potentially attributable to the state highway motor fuel tax.



Nationwide, there is no direct, causal relationship between fuel taxes and prices.
Consider the following city comparisons, provided by the Department of Energy's
Energy Information Administration:

City State tax/gallon Average Fuel Price (7/14/08)
Anchorage 8 cents $4.39
Seattle 37.5 cents $4.33
Miami 33.2 cents $4.18
Denver 22 cents $4.01
Houston 20.0 cents $3.91

In other words, fuel taxes do not "drive" prices.

A better use for some or all of the revenues from Alaskan fuel taxes would be to
identify and combat the market factors that, unlike state taxation, are the true
causes of soaring fuel costs in this state.

3) Just as is the case with the proposed $1200 rebate, a fuel tax suspension
will be politically difficult, if not impossible, to end so long as energy prices

remain high.

We need only look at the Alaska Permanent Fund dividend program and entitlement
programs to recognize how difficult it is to discontinue or reduce them. With fossil
fuel prices projected to continue to increase to $150 to $200 per barrel, and with
conservation and energy efficiency measures made to seem less urgent due to the
proposed ARRP program and fuel tax suspension, our state will be in a worse position
a year from now if we adopt this approach. It is very unlikely that the legislature
would be able to discontinue or significantly reduce either the fuel tax suspension or

the rebate program twelve months from now.

4) All vehicles impose wear and tear on Alaska's infrastructure. In keeping
with cost-causer/cost-payer principles, consumers of motor fuels ought to
contribute to the maintenance costs of the highways and other forms of
infrastructure their vehicles use.

Maintenance costs for state-operated roads and airports are funded through the
Department of Transportation. A ballpark figure for the DOT statewide road
maintenance budget for FV09 is $77 million, and for aviation maintenance another
$26 million. It only makes sense for the users of Alaska's resources, especially those
who are not state residents, to contribute to the upkeep of our roads, bridges and

airports.

Even though suspending the gasoline tax would have a nearly insignificant impact on
the average Alaskan's household budget, it would result in a significant loss of stale
revenue: nearly $30 million from highway gasoline taxes, according to The Tax
Foundation and prior Alaska Tax Division Annual Reports. Moreover, Alaskans
already rank 48 in the nation In terms of tno amount of motor fuel taxes they pay
per capita: just $62.81 annually in FY 2006, according to The Tax Foundation. This is
a negligible amount lor Alaskans to be asked to contribute towards vital

infrastructure upkeep.



5) Motor Fuel taxes are collected, in part, from visitors to the state. If we
suspend these taxes, we lose this non-resident revenue.

Visitors to Alaska, either driving here from other states or renting cars, pay motor
fuel taxes. If we eliminate this tax, we will be losing revenue from non-residents who

use our roads and other infrastructure.

6) The approximately $40 million that Alaska would forfeit by suspending all
forms of motor fuel tax could be invested in public transit or other programs
that would proactively reduce energy costs and greenhouse gas emissions.

Instead of suspending motor fuel taxes, the approximately $40 million at stake could
he invested in strategies thal will reduce transportation costs to Alaskans in the
short-, mid-, and long-term. For example, this money could be invested in expanding
public transit, car pooling, and van pooling; providing loans for marine engine
efficiency conversion; and expanding the use of hiofuels, especially from fish waste.
All of these efforts would have both immediate and far-reaching benefits, unlike the

tax suspension.

BACKGROUND:

Alaska Tax Division 2007 Annual Report
State taxes on motor fuels: Total was approx. $40m in FY2007

Highway 8 cents a gallon $29.4m
Marine fuel 5 cents a gallon 5.6m
Jet fuel 3.2 cents a gallon 4.1m

Aviation gasoline 4.7 cents a gallon 0.7m



Ten Reasons Whg the $800 Mijllion
Alaska Reso_urca Rebate Payment (ARRP) is
Not in Alaska's Best'Interest

hy Alaska Conservation Solutions
July 16, 2008

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

Unquestionably, $800 million is a lot of money. Prior to appropriation, a proposed
expenditure of this size demands a very thoughtful examination, including a
thorough and careful analysis of needs, consequences, and alternatives. That
analysis has simply not been done in the case of the ARRP.

0

As noted by the Fajrbanks Daiiy News Miner,.l '[fE |§ ¢
i v i R

a The ARRP will be politically difficult, if not impossible, to end so long as
energy prices remain high.

We need only look at the Alaska Permanent Fund dividend program and specific
entitlement programs to recognize how difficult it is to discontinue or reduce them.
With fossil fuel prices projected to continue to increase, and with conservation and
energy efficiency measures made to seem less urgent due to the ARRP program, our
state will be in a worse position a year from now if we adopt the resource rebate
approach. As our dependence on fossil fuels continues to grow, so will our economic
hardships. Twelve months from now, it is very unlikely that the legislature would be
able to discontinue or significantly reduce the rebate program.

As an edjtorjal in the Fairbgnks Dail ews Miner further observes,
' lgaro’e . v%ta%t antreyes
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3) The resource rebate would be subject to federal taxation, so a
meaningful proportion of the state's revenues (10% to 35%) will go to the

federal government.

The Governor's stated Intent Is to benefit Alaskans, as the owners of the state's
resources. However, because the ARRP would be subject to federal taxation, a
significant amount of the payout would in fact be extracted from the state. The
federal tax rate is from 10% to 35%, with a large percentage of Alaskans paying

OW Flet



25% (Alaska's per capita income Is about $41,000, which is in the 25% bracket).
Does it make sense for up to $200 million of the state's revenues to go to the federal

government in taxes? No.

4) The ARRP disrupts energy-saving responses to price signals and does not
promote any positive mid- or long-term energy reduction benefits.

Price signals are crucial. As newspaper and other reports demonstrate, people
throughout Alaska are taking actions now to reduce their consumption of energy in
response to real-world increased fossil fuel prices. According to Goldman Sachs and
others, oil could reach $150 to $200 per barrel by the end of the year. This is reality,
and we need to adjust to this reality as soon as possible by implementing energy
conservation, energy efficiency, and renewahle energy options.

If invested towards these shared goals, $800 million could represent a huge step
towards a clean, sustainable and prosperous energy future for Alaskans. Dispersed to
individuals, however, $800 million will mute price signals and energy-saving
responses, and potentially increase energy consumption. As State House Finance
Committee Co-Chairman Kevin Meyer has noted, people can use their $1200 to buy
whatever they want, including a big screen television. They might have been holding
off on such purchases because ofhigh energy bills, he said. "Now they can buy that
TV too." (Anchorage Daily News, June 21, 2008)

The ARRP contravenes the Governor's 2008 mission to produce "a statewide plan to
reduce energy costs, promote energy conservation, and secure long term energy

supply solutions for each region of the state.”

Again, as the News Miner editorial observes: "handing out money hardly encourages
people to conserve energy. And energy conservation nteds to be a practice instilled
throughout homes and businesses in Alaska. And there's no guarantee at all that
people will spend the $1,200 payment on energy bills. The state could be giving
money away only to still find people in need this winter." (Fairbanks Daily News

Miner, July 9, 2008)

5) The ARRP is not targeted.

The ARRP does not target those most in need. Alaskans are not heing affected
equally by high fuel prices. To cite just a few examples:

« According to UAA's Institute of Social and Economic Research (ISER), low-
income families in Alaska's most remote towns and villages are expected to
spend 41 cents out of every dollar they make on power and heat in 2008. In
comparison, Anchorage's lowest-income households will spend about 4 cents
per earned dollar on energy bills; and well-off Anchorage residents will pay

just 2% of their income for home energy use.

ISER estimates that the median annual power and heating costs for an
Anchorage family is about $2,700, compared to about $4,900 for midsize
towns and Cities and $7,600 for remote rural villages.



« Ifa family of four is making $150,000 per year, and if that family's total
energy costs have increased by a total of $750 per year, should the

government be providing that famj Iy ap additional $4,800 per year2 As a
cent gews report notes, EF&OSI a
It IdE ‘- y
00 an js,quoted
gE&:lské e ey TP LAY
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® The proposed $1200 payout would be given to everyone, regardless of
whether their electricity is generated by fossil fuels that have increased in
price, or if their electricity is generated by low-cost hydroelectric power. It
would be given to everyone, regardless of whether or not they drive any sort
of vehicle. It would be given to people of all ages, from infants to the elderly,
with no consideration given to an individual's actual need for such assistance.

E

« A family of four, no matter what its income level, does not have four times the
energy costs of a single person. To give each person in the state a flat $1200
amounts to a much greater windfall for those whose energy expenses are
already lower because they are shared with other household members.

6) Alaskans will be receiving their Permanent Fund Dividend checks in the
fall, and can apply some of this income to their energy expenditures,
especially since the amount of the dividend is anticipated to increase and
the check arrives before winter. Moreover, the distribution of two state
checks (the PFD and the ARRP) within a short period of time could have
undesirable social consequences.

The 2007 PFD payout was $1,654, and the 2008 distribution is expected to be
higher. For a family of five, the PFD payout in 2007 was $8,270. It will be closer to
$10,000 this year. Some of these revenues can be used for energy cost relief for this
fall and winter. If passed, the ARRP would be arriving at approximately the same
time when individuals and families are already receiving PFD checks from the state.

The Voice oﬁ the Times (ﬁlserves "we Tﬂ%el
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7) The ARRP will be negatively perceived in Washington, DC, with
potentially adverse and costly consequences.

All states are suffering from higher fuel and ottier costs; Alaska Is not unique. There
are many issues before Congress that can either benefit Alaska or not, including

sharing of off-shore oil revenues, appropriations, and allocations under a Lieberman-
Warner or similar bill. If Alaska is perceived os "awash in money" and "just giving it
away" this could have serious, expensive consequences to individuals and the state

as a whole.
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8) Common resources should be invested for the common good.

The source of the funding for the ARRP payments is the surplus the state is receiving
because of high oil prices and last year's oil tax increases. As such, this surplus is
community property, and for logical, civic, and moral reasons it should be invested in
community projects, rather than as a windfall bonus to individuals. The state has
many serious needs that the surplus could effectively address.

L

9) The ARRP communicates, by example, a series of bad messages to other
states and nations, as well as to future generations; itis short-term,
expensive, entitlement-inducing, non-targeted, and unfair.

How we address the current situation is a teachable moment for our children. Will we
adopt a short-term, expensive, entitlement-inducing, politically-opportunistic, non-
targeted, and unfair approach? Or will we provide focused assistance that
accomplishes numerous short-, mid- and long-term goals? We have an option and an
opportunity, either to benefit our children's future or not. Which will it be?

10) There are many better ways to provide short-, mid- and long-term
energy cost relief to Alaskans.

It is important to note that Governor Pal|q' herself is reI n others to refmecﬁ
' grove her inerii ostﬁhef prop

The attached Energy Relief Savings and Efficiency Plan (ERSEP) would help Alaskans
transition promptly ond cost-effectively to the realities of substant|ally increased
fossil fuel prices. The ERSEP provides numerous suggestions for win-win solutions
that will quickly save Alaskans money through energy conservation and energy
efficiency. All of these strategies will result in lower energy use not only in the short-
term, but also in the mid- and long-term, thus saving Alaskans money for years to
come. In addition to the monetary benefits from reducing our fossil fuel energy use,
there are many other advantages, including energy security and independence,
decreasing our carbon footprint, reducing emissions of other pollutants, and

improving our health.
As Re&. Halr(r]yCCrawfor ha id,
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But the prudent Investment of this $800 million could.




CITY

PETERSBURG
ANCHORAGE
SITKA
KODIAK
HOMER
CORDOVA
KETCHIKAN
JUNEAU
WRANGELL
TOGIAK
DILLINGHAM
CRAIG
KENAI
BETHEL
YAKUTAT
WASILLA
KASILOF
SOLDOTNA
HAINES
FAIRBANKS
KOTZEBUE
NAKNEK
UNALAKLEET
MANOKOTAK
HOONAH
EMMONAK
SAND POINT
QUINHAGAK
ALAKANUK
KOTLIK
AKIACHAK

MOUNTAIN VILLAGE

SAINT MARYS
SEWARD
DOUGLAS
PALMER
WARD COVE
TOKSOOK BAY

Number of 2007 Year-End Permits by Alaskan Community

Limited
STATE Entry
AK 760
AK 696
AK 590
AK 578
AK 563
AK 464
AK 459
AK 375
AK 315
AK 292
AK 241
AK 231
AK 223
AK 204
AK
AK 157
AK 140
AK 133
AK 126
AK 123
AK 116
AK 113
AK 114
AK 113
AK 110
AK 98
AK 94
AK 89
AK 85
AK 81
AK 81
AK 79
AK 75
AK 65
AK 63
AK 63
AK 63
AK 57

Slate of Alaska
Commercial Fisheries Entiy Commission

July 14, 2008

(Ranked by Limited Entry Permits)

Resident

Open
Access

374
127
464
674
383
98
114
18/
111
26
54
72
49
5
11
41
35
41
60
1
b
13
8

3
41
19
130
12
T

8

1

3

7
60
36
22
18
61

Total

1,134
823
1,054
1,252
946
562
573
562
426
318
295
303
272
209
261
198
175
174
186
134
122
126
122
116
151
117
224
101
92
89
82
82
82
125
99
85
81
118

Limited
Entry

12
;
9

10
4

25

3

2

2

0

7

3

1

9
0
5
0
2
5
1
0
1
1

0
0
0
0
1
0
0
0
0
0
0
0
0
0
0
0

Nonresident

Open
Access

7
4
b
15

9
2
1
0
0
0
0
0
1
0
1
1
0
2
0
0
0
0
0
0
0
0
0
0
0
0
0
0
0
2
0
0
0
0

Total
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Overall
Limited Open
Entry Access
172 381
703 131
599 470
588 689
567 392
489 100
462 115
377 187
317 111
292 26
248 54
244 77
232 50
204 5
195 72
157 42
142 35
138 43
127 60
123 1*
116 5
114 13
114 8
113 3
11 41
98 19
95 130
89 12
85 7
81 8
81 1
79 3
75 I
65 62
63 36
63 22
63 18
57 61

Total

1,153
834
1,069
1.271
959
589
577
564
428
318
302
316
282
209
267
199
177
181
187
134
122
127
122
116
152
117
225
101
92
89
82
82
82
127
99
85
81
118



Number of 2007 Year-End Permits by Alaskan Community
(Ranked by Limited Entry Permits)

Resident Nonresident Overall
Limited Open Limited Open Limited Open
STATE Entry Access Total Entry Access Total Entry Access Total
AK .'5 14 70 0 0 0 56 14 70
AK 56 1 57 0 0 0 56 1 57
AK 55 14 69 0 0 0 55 14 69
AK 55 4 59 0 0 0 55 4 59
AK 55 4 59 0 0 0 55 4 59
AK 55 0 55 0 0 0 55 0 55
AK 52 47 99 1 1 2 53 48 101
AK 50 33 83 2 0 2 52 33 85
AK 50 7 57 2 0 2 52 7 59
AK 51 17 68 0 0 0 51 17 68
AK 5: 6 57 0 0 0 51 6 57
AK 51 3 54 0 0 J 51 3 54
AK 50 0 50 0 0 0 50 0 50
AK 49 6 55 0 0 0 49 6 55
AK 45 33 78 2 0 2 47 33 80
AK 46 2 48 0 0 0 46 2 48
AK 46 0 46 0 0 0 46 0 46
AK 39 3 42 3 0 3 42 3 45
AK 42 0 42 0 0 0 42 0 42
AK 41 13 54 0 0 0 41 13 54
AK 41 0 41 0 0 0 41 0 41
AK 39 23 62 0 0 0 39 23 62
AK 38 17 55 1 1 2 39 18 57
AK 37 5 42 1 0 1 38 5 43
AK 38 0 38 0 0 0 38 0 38
AK 37 45 82 0 0 0 37 45 82
AK 37 20 57 0 0 0 37 20 57
AK 37 5 42 0 0 0 37 5 42
AK 37 2 39 0 0 0 37 2 39
AK 35 17 52 1 0 1 36 17 53
AK 32 0 32 4 0 4 36 0 36
AK 35 9 44 0 0 0 35 9 44
AK 34 23 57 0 0 0 34 23 57
AK 31 13 44 3 0 3 34 13 47
AK 34 8 42 0 0 0 34 8 42
AK 31 1 32 0 0 0 31 1 32
AK 28 45 73 0 0 0 28 45 73
AK 26 26 52 2 2 4 28 28 56
AK 28 1 29 0 0 0 28 1 29
AK 27 3 29 0 0 0 27 2 29
AK 26 1 27 0 0 0 26 1 27
AK 26 0 26 0 0 0 26 0 26



Number of 2007 Year-End Permits by Alaskan Community
(Ranked by Limited Entry Permits)

Rcsldont Nonrosidonl Ovorall
Limited Open Limited Open Limited Open
CITY STATE Entry Access Total Entry Access Total Entry Access Total
POINT BAKER AK 25 6 31 0 0 0 25 6 31
NEW STUYAHOK AK 25 3 28 0 0 0 25 3 28
NENANA AK 25 0 25 U 0 0 25 0 25
ANGOON AK 24 15 39 0 0 0 24 15 39
TUNUNA, AK 23 37 60 0 0 0 23 3/ 60
ELFIN COVE AK 23 17 40 0 0 0 23 17 40
AKIAK AK 23 0 23 0 0 0 23 0 23
PORT LIONS AK 22 16 38 0 0 0 22 16 38
NORTH POLE AK 21 3 24 1 0 1 22 3 25
KIPNUK AK 21 28 49 0 0 0 21 28 49
PORT ALEXANDER AK 21 27 48 0 0 0 21 27 48
EGEG IK AK 19 4 23 2 0 2 21 4 25
STEBBINS AK 18 0 18 0 0 0 18 0 18
KWIGILLINGOK AK 17 5 22 0 0 0 17 5 22
KOLIGANEK AK 17 0 17 0 0 0 17 0 17
NIGHTMUTE AK 16 17 33 0 0 0 16 17 33
STERLING AK 16 15 31 0 0 0 16 15 31
ILIAMNA AK 16 1 17 0 0 0 16 1 17
TYONEK AK 16 0 16 0 0 0 16 0 16
DELTA JUNCTION AK 15 27 42 0 0 0 15 27 42
JUZINKIE AK 15 20 35 0 0 0 15 20 35
WILLOW AK 14 17 31 1 0 1 15 17 32
KONGIGANAK AK 15 7 22 0 0 0 15 7 22
TENAKEE AK 15 4 19 0 0 0 15 4 19
RUSSIAN MISSION AK 15 0 15 0 0 0 15 0 15
CHEVAK AK 14 6 20 0 0 0 14 6 20
MEYERS CHUCK AK 14 4 18 0 0 0 14 4 18
TANANA AK 14 0 14 0 0 0 14 0 14
CHEFORNAK AK 13 37 50 0 0 0 13 37 50
NIKOLAEVSK AK 13 20 33 0 1 1 13 21 34
NEWrOK AK 13 20 33 0 0 0 13 20 33
EDNA BAY AK 13 7 20 0 0 0 13 7 20
FRITZ CREEK AK 13 G 19 0 0 0 13 6 19
PORT HEIDEN AK 13 2 15 0 0 0 13 2 15
GALENA AK 13 0 13 0 0 0 13 0 13
NUNAM (QUA AK 1? 8 20 0 0 0 12 6 20
PILOT POINT AK 12 2 14 0 0 0 12 2 14
GOLOVIN AK 12 1 13 0 0 0 17 1 13
LARSEN BAY AK 10 1 11 2 0 i 12 1 13
ANIAK AK 11 1 12 0 0 0 11 1 12
AtIVIK AK 11 1 12 0 0 0 11 1 12
CLARKS POIN f AK 1 0 1 0 0 0 1 0 11



Number of 2007 Year-End Permits by Alaskan Community
(Ranked by Limited Entry Permits)

Overall
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Open
Access
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Open
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Open
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Total
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11
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Number of 2007 Year-End Permits by Alaskan Community
(Ranked by Limited Entry Permits)

Resident Nonros'dont Overall
Limited Open Limited Open Limited Open
CITY STATE Entry Access Total Entry Access Total Entry Access Total
CHIGNIK BAY AK 3 0 3 0 0 0 3 0 3
CIRCLE CITY AK 3 0 3 0 0 0 3 0 3
DEERING AK 3 0 3 0 0 0 3 0 3
EKW OK AK 3 0 3 0 0 0 3 0 3
FORTUNALEDGE AK 3 0 3 0 0 0 3 0 3
IGIUGIG AK 3 0 3 0 0 0 3 0 3
KALSKAG AK 3 0 3 0 0 0 3 0 3
KIANA AK 3 0 3 0 0 0 3 0 3
PEDRO BAY AK 3 0 3 0 0 0 3 0 3
STEVENS VILLAGE AK 3 0 3 0 0 0 3 0 3
W HITTIER AK g 5 7 0 0 0 2 5 7
AMBLER AK 2 1 3 0 0 0 2 1 3
ALEXANDER CREEK AK 2 0 2 0 0 0 2 0 2
FORT RICHARDSON AK 2 0 2 0 0 0 2 d 2
FORT WAINWRIGHT AK 2 0 2 0 0 0 2 0 2
HEALY AK £ 0 2 0 0 0 2 0 2
INDIAN AK 2 0 2 0 0 0 2 0 2
KASAAN AK 2 0 2 0 0 0 2 0 2
KIVALIN A AK f 0 2 0 0 0 2 0 2
PORT ALSWORTH AK 2 0 2 0 0 0 2 0 2
RAMPART AK 2 0 2 0 0 0 2 0 2
SHISHM AREF AK 2 0 2 0 0 0 2 0 2
TOK AK 2 0 2 0 0 0 2 0 2
TWO RIVERS AK 2 0 2 0 0 0 2 0 2
ADAK AK 1 7 8 0 0 0 1 7 8
SHELDON POINT AK 1 2 3 0 0 0 1 2 3
CENTRAL AK 1 1 2 0 0 0 1 1 2
CHITINA AK 1 1 2 0 0 0 1 1 2
SHAGELUK AK 1 1 2 0 0 0 1 1 2
ATOASUK AK 1 0 1 0 0 0 1 0 1
BUCKLAND AK 1 0 1 0 0 0 t 0 1
DOT LAKE AK 1 0 1 0 0 0 1 0 1
FORT YUKON AK 1 0 1 0 0 0 1 0 1
HOPE AK 1 0 1 0 0 0 1 0 1
HOUSTON AK 1 0 1 0 0 0 1 0 1
HUSLIA AK 1 0 1 0 0 0 1 0 1
LOWER KALSKAG AK 1 0 1 r 0 0 0 1
MOOSE PASS AK 1 0 1 0 0 0 1 0 1
NAIJKAHBAY AK 1 0 1 0 0 0 1 0 1
NIKISHKA AK 1 0 1 0 0 0 1 0 1
NOORVIK AK 1 0 1 0 0 0 1 0 1
OSCARVILLE AK 1 0 1 0 0 0 1 0 1



Number of 2007 Year-End Permits by Alaskan Community
(Ranked by Limited Entry Permits)

Resident Nonresident Overall

Limited Open Limited Open Limited Open
CITY STATE Entry Access Total Entry Access Total Entry Access Total
PITKAS POINT AK 1 0 1 0 0 0 1 0 1
POINT LAY AK 1 0 1 0 0 0 1 0 1
SALCHA AK 1 0 1 0 0 0 1 0 1
SLEETMUTE AK 1 0 1 0 0 0 1 0 1
UPPER KALSKAG AK 1 0 1 0 0 0 1 0 1
WHITE MOUNTAIN AK 1 0 1 0 0 0 1 0 1
WISEMAN AK 1 0 1 0 0 0 1 0 1
SAINT PAUL ISLAND AK 0 23 23 0 0 0 0 23 23
SAVOONGA AK 0 12 12 0 0 0 0 12 12
AKUTAN AK 0 9 9 0 0 0 0 9 9
ATKA AK 0 9 9 0 0 0 0 9 9
SAINT GEORGE ISL AK 0 6 6 0 0 0 0 6 6
N IKOLSKI AK 0 2 2 0 0 0 0 2 2
CHINIAK AK 0 1 1 0 0 0 0 1 1
DENALI PARK AK 0 1 1 0 0 0 0 1 1
PRUDHOE BAY AK 0 1 1 0 0 0 0 1 1
Alaskan Subtotal 11,213 4,529 15,742 147 68 215 11,360 4,597 15,957
Non-Alaskan Community 73 41 114 3,183 1,352 4,535 3.256 1,393 4,649

11,286 4,570 15,856 3,330 1,420 4,750 14,616 5,990 20,606

Grand Total

Source Cf-EC permit file

Nole: This table refects year-end 2007 permit information for permanent and interim-use permits iri limited fisheries, and interim-uso permits In open access fisheries Edur.alional,

hatchery -st, reservation, and permits foreclosed upon and held by the Department of Commerce, Community & Economic Development, Division of Investments are not Included

Note Residency reflects the declared residency of the permit holder at the time the permit was applied for or renewed

Note The city and stale reflect Ihe permanent mailing address of the permit holder at the tune the permit was applied for or renewed The Non-Alaskan community totals reflect permit

holders whoso permanc it mailing address was not Alaska.

Nole The totals indicated here may not match totals presented on the CFEC website (w.vwefee state ak.us) due to slight differences in programming selection criteria This table
Icludes 2007 halibut permits, wtmrcas some 2007 tallies on the CFEC website do not (as of July 14, 2008).



RECEIVED

10 28
State of Alaska LA covEnien

P.O. Box 110400
De par tnent of Revenue Jttnunu, Alaslcn 9981)-0105

Commissioner’s Office Phone: (907)165-2300
Fax: (907)165-2391

The Honorable Bert Stedman July 10, 2008
Co-Chair, Senate Finance Committee

State Capitol, Room 516

Juneau, AK 99801

Dear Senator Stedman:

Senate Bill 4004, “An Act suspending the motor fuel tax; and providing for an effective date,” has been
referred to the Senate Finance Committee. Senate Bill 4004 would suspend (axes on all types of motor
fuels for a period of one year. This is a formal request that SB 4004 be scheduled for a hearing at your
earliest convenience.

Current law imposes a tax of $.0S for fuels for highway use, S.05 for marine fuels, S.047 for aviation
gasoline and S.032 forjet fuel. Governmental entities, including contractors that provide student
transportation sendees for school districts, are exempt from those taxes. Total tax collections under this
program are approximately $40 million per year. A suspension of this tax will return this S40 million to
the Alaskan businesses and consumers that use these fuels. Given the current costs of energy to
consumers and the record revenues the state is receiving as a result of these high prices, this is a
reasonable and necessary short-term step to help Alaskans deal with rising costs of fuel.

Accompanying this letter is a copy of pages 45-47 of the Tax Division’s 2007 annual report of

operations which describes in detail the motor fuel tax.

Sincerely.

Jerry Burnett
Director, Administrative Services
Alaska Department of Revenue
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Motor Fuel Tax
AS 43.40

DescnPUon
Alaska levies a motor fuel tax on
motor fuel sold, transferred or
used within Alaska. The division
collects motor fuel taxes primarily
from wholesalers and distributors
that hold “qualified dealer" licenses
issued by the division.

Rates

Highway 80
Marine 50
Aviation Gasoline 4.70
Jet Fuel 3.20
Returns

Taxpayers file returns and make
payment monthly. There are four
separate returns: diesel, gasoline,
aviation and gasohol.

The due date is the last day of the
month following the month of sale or
taxable use. Taxpayers may deduct
1 percent of the tax due, limited to

a maximum of S100 per return, as a
timely filing credit

Refunds ,

Consumers may claim a refund for
the full tax rate If the consumer used
lhe fuel for exempt purposes, or for
lhe difference between the tax rate
and 20 per gallon if Ine consumer
used the fuel off-highway.

Resellers, usually retailers, may
claim a refund for the full tax if the
reseller Paid the tax, and then sold
the fuel for exempt use and did not
collect Ihe tax.

Exemptions
In addition to sales between
qualified dealers, the following sales

fol

and use are exempt from motor fuel
tax:

* Heating

+ Federal, state and local
government agencies

Foreign flights Cet fuel)

Exports

Power plants/utilities

Charit_ble institutions

Bunker fuel (residual fuel oil or #6
fuel oil)

Disposition of Revenue

The division deposits re  nue
derived from motor fuel 100 s into
the General Fund. Revenue from
each category of fuel is accounted
for separately in the division's tax
accountmg? system. For example,
proceeds from tax on motor fuel
used in boats and watercraft are
deposited in a special watercraft
fuel tax account and proceeds from
tax on motor fuel used in highway
vehicles are deposited in a special
highway fuel tax account within the
General Fund.

The division shares with the
respective municipalities 60 percent
of taxes attributable to aviation

fuel sales at municipally owned or
oPerated aimorts. All other proceeds
of the taxes on aviation fuel are
deposited into a special aviation fuel
tax account.

History

The motor fuel tax dates back to
1945 when the legislature imposed a
tax of 10 per gallon on all motor fuel.
Over time, the legislature enacted
separate tax rates for each of the
(uel categories as they exist today.
Motor fuel tax rates have changed
as follows.

1994 - The Iefgislature enacted a
tax decrease for bunker fuel. The
tax rate decreases from 50 to 10
pergallon on bunker fuel sales
exceeding 4.1 million gallons. The
tfgggecrease expired on June 30,
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1945
1947
1955
1960
1961
1964
1970

Pi1PI

1997

20
50
70
80

70
80

80/20

(20 November through

February where required)

1945
1947
1955
1957
1960
1971
1977

1945
1947
1955
1968
1994

1957
1968
1994

10
20
30
40
4.70

1.50
2.50
3.20

1997 - The legislature repealed
the gasohol exemption. The
legislature enacted a provision that
reduces the tax on gasohol from

80 to 20 per ﬁallon In areas and at
times when the use of gasohol is
required. However, gasohol has not
been required since the winter of
2002-2003 and gasohol is currently
taxed at the full tax rate of 80.

Legislation was also passed that
fully exempted gasohol blended with
at least 10 percent alcohol derived
from wood or seafood waste. This
legislation expired on June 30, 2004.

The legislature expanded the
foreign flight exemption to include
flights originating from foreign
countries in addition to the existing
exemption for flights with a foreign
destination. This legislation included
a permanent exemption for bunker
fuel (residual fuel oil known as #6
fuel oil) which nullified the 1994
bunker fuel tax rate reduction.

1998 - The legislature authorized
taxpaYers to take a ‘bad debt" credit
for sales deemed to be worthless
and for sales to persons who file
bankruptcy.

2003 - The legislature enacted
legislation that made it easier for the
state to issue motor fuel excise tax
refunds for credit card purchases
made by federal, state and local
government agencies.

2004 - The provision that exempted
gasohol blended with at least 10
percent alcohol derived from wood
or seafood waste from the motor
fuel tax expired on June 30, 2004.
Currently all gasohol is taxed at the
rate of 8 cents per gallon.
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Tax Collections

B

Highway $29,360,245
Marine Fuel 5,576.352
Jet Fuel 4,124,896
Aviation Gasoline 685,844
Penalties & Interest (62.525)
Total Tax Collections 39,685,312
Less Aviation Fuel Tax Shared (147.322)
Total Ai ount Retained by State S39.537.990
Motor Fuel Type Gallons
Highway 343,413,022
Marine Fuel 109,751,602
Jet Fuel 159,392,320
Aviation Gasoline 14,347,643
Veriad and mas inolade paymenis or refands from a previous taxperton.
Number of Returns 3,610
Number of Taxpayers 250
Program Cost $429,985

Staffing (full time equivalent) 5.2
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SUBJECT: Suspension of the motor fuel tax (HB 4004;

Work Order No. 25-GH4060\A)

T0: Representative Kurt Olson
Chair of the House Labor & Commerce Committee
A“— T J

FROM: D

Legislative Counsel

You asked whether the suspension of the motor fuel lax could, in any way, jeopardize
federal matching funds. You also asked whether an antitrust issue is raised if fuel dealers
do not pass on the tax reduction to consumers.

With regard to your first question, 1have not found a federal requirement that a state
impose a tax on the transfer of motor fuel. There is also no dedication of receipts from
the motor fuel lax within AS 43.40; therefore, all motor fuel tax proceeds are deposited in
the general fund.1 Should matching state funds be required for a particular federal grant,
the legislature could appropriate the required match from the general fund.

There is one link between the motor fuel tax and federal funding, but it has nothing to do
with the amount of the tax imposed or collected. Under 23 U.S.C. 10(b)(D(A)(iii), the
total diesel fuel used in the state is a factor in determining the proportionate state share of
sums authorized to be appropriated lor expenditure on the Interstate and National
Highway System program, the Congestion Mitigation and Air Quality Improvement
program, the highway safety improvement program, and the Surface Transportation
program. Sec. 1(b) of HB 4004 requires continued reporting during the suspension
period by persons otherwise subject to AS 43.40.010(c), so that the state will have
information required for determining the state's proportionate share.

1 AS 43.40.010(e). which provides for the sharing ol certain aviation fuel taxes with
municipal airports, may appear to be a dedicated fund. However, it is not. The provision
was enacted in 1961 (sec, I, ch. 110, SLA 1961), two years afier the state achieved
statehood and a dedication is not otherwise authorized under art. 1X, see. 7 of the state

constitution.
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With regard to your second question, it is first significant to note that there is no specific
mechanism in HB 4004 that reduces the sales price of motor fuel because of the
suspension of the tax. In other words, the bill does not require persons that sell motor
fuel to reduce the price at the pump by the amount of the suspended motor fuel tax.
Thus, the failure to pass the savings to the purchase of the fuel in itselfis not contrary to

the language in HB 4004.2

Motor fuel taxes are similar to sales taxes in that the tax generally is collected from the
purchaser by the dealer who then pays the collected tax to the state.a A person
consuming motor fuel that was not previously subject to the full amount of the motor fuel
tax is directly liable for paying the tax on the consumed fuel to the state.4 A person that is
directly liable to the state for the motor fuel tax on previously untaxed or undertaxed fuel

used by the person is called a "user.”s

A user will directly benefit from the passage of HB 4004 or SB 4004 because the tax that
the user would otherwise have to pay is suspended. A person normally paying the tax to
the person from whom they are purchasing the fuel will only benefit from the suspension
of the motor fuel tax if the seller reduces the sales price by the amount of the tax that
would otherwise be collected if the suspension were not in place.

In the situation where a dealer sells motor fuel that includes the state's tax, and given the
fluctuation in gasoline prices and the fact that the tax on gasoline at eight cents a gallon is
less than two percent of the sales price, it may be difficult to determine whether a change
in sales price is directly related to the suspension of the motor fuel tax. What if the dealer
unilaterally wants to keep the price the same? The customer pays the same amount, but
the part of the price that would otherwise be paid to the state is used by the dealer in the
dealer's discretion. Is there an expectation that any saving in the cost of the dealer's
operation will be passed forward to the purchaser? If the electric bill is reduced, property
taxes go down, or the cost of the dealer's lease is reduced, are the customers entitled to a

lower price?

If motor fuel dealers agree or conspire to harm or restrain competition, such as agreeing
to certain pricing without regard lo whether a motor fuel tax is in place, the dealers may
be found to violate antitrust laws. AS 45.50.562 is the state's antitrust statute; claims

¢ Unlike utilities regulated by the Regulatory Commission of Alaska, motor fuel dealers
do not have prices set by the state.

> AS 43.40.010(a) and (c).

4 AS 43.40.010(b) and (c).

' AS 43.40.100(4).
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under this statute are analogous to claims brought under sec. 1 of the federal Sherman
Act.s

To establish a prima facie antitrust case under Alaska law, a piamtiff must prove three
elements: (1) an agreement or conspiracy involving two or more persons or distinct
business entities; (2) by which the persons or entities intended to harm or restrain
competition; and (3) which actually injures competition.7 If the elements are proven,
there is an antitrust violation. Agreeing or conspiring to cither pass the motor fuel tax
saving to customers or maintain price levels during the suspension of the tax may raise
the issue of price-fixing. However, a prima facie antitrust case is only established if the

three elements are proven.

If I may be of further assistance, please advise.

DMB:ljw
08-297.1jw

'WAlakayak » Hritislt Columbia Packing, I.hi., 48 |\3d -132, 448 (Alaska 2002), Sec. 1of
the Sherman Act 1S COdified at 15 us.c’. 1

7 Mlakayak. 48 P.3d at 448.
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VJA HAND DELIVERY

The Honorable Kurt Olson

Alaska State Representative

Chair, House Labor and Commerce Committee
State Capitol, Room 408

Juneau, AK 99801

Re: HB 4004 (Suspending the Motor Fuel Tax)

Dear Chairman Olson:

Thank you for scheduling HB 4004 for a hearing. As you know, the bill would
suspend the state motor fuel tax for a year. Certain areas of our economy would benefit
significantly from a suspension of the motor fuel tax. The Alaska fishing industry is one

such area.

High fuel prices are threatening our state's largest private employer anti a vital
part of our economy, the fishing industry. Our fishermen, their families, anti coastal
communities of this state need assistance. Consider this: nearly the entire process of
commercial fishing involves the use of motor fuel, from the fisherman catching the fish,
to the tender vessel running the fish to a processor, lo transporting fish products by air

or sea lo markets overseas and to the "lower 48" states.

Suspending the state motor fuel tax for a year would save a fisherman putting
2,000 hours a year on his engine and generator and burning 12 gallons an hour about
$1,200. A large processor using tender vessels to transport fish and buying 500,00(1
gallons of diesel fuel a year would save roughly $25,000. These are very significant
savings and come at a time when every penny counts. Fishermen and processors could
also save on costs to transport their fish to markets overseas by air and sea as cargo

carriers would also pay reduced fuel costs.

This bill is just one of se\ oral efforts to assist fishermen at the state and federal

levels. lhe state Division of Investments is also offering low-interest loans for
fishermen to install more fuel-efficient engines. At the federal level. Senator Lisa
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Murkowski has recently introduced legislation aimed at assisting fishermen ("The
Fisheries Fuel Tax Relief Act of 2008"). That bill would provide fishermen with a fuel

tax credit on their federal taxes.

I would also note suspending the motor fuel tax is particularly important for the
many rural communities which have high numbers of residents holding either limited
entry or open access fishing permits. A listof Alaska communities and the numbers of
permits held by residents of those communities is enclosed.

Also enclosed is a draft amendment that should help ensure the savings from the
tax suspension are passed on to consumers. Piease enter this letter and these
documents into the record of the committee. | urge your support in moving the bill to

the floor of the House for a vote.
I am available at your convenience to answer any questions you might have.

Sincerely,

Randy Ruaro
Special Staff Assistant

Enclosures

cC: The 1llonorable Lisa Murkowski, United States Senator
Alaska State Legislature



25G-4
(7/21/2008)
(8:23 ain)

AMEN» M mNT

OFFERED IN THE SENATE FINANCE BY
COMMITTEE
TO: SB 4004

Page 2, following line 2:

Insert:
"(c) Ever, wtail dealer who sell or transfers motor fuel for highway use shall

post a sign on each pump that states "As of August 1, 200S. the State of Alaska has
suspended the Alaska motor fuel tax. This tax suspension will continue through July 31.
2009. The amount of this tax is eight cents per gallon. The price on this pump reflects
the elimination of this tax." The sign must be 4 inches by s inches, and clearly visible to
the consumer. Failure to post this sign on each pump is a violation of AS 45.50.471. and

the retail dealer is subject to a fine up to $5,000 for each day that, and for each punt- cn

which, the required sign is not posted."

Page 2. line 3:
Delete "(c)"
Insert "(d)"



CITY

KODIAK
PETERSBURG
SITKA
HOMER
ANCHORAGE
CORDOVA
KETCHIKAN
JUNEAU
WRANGELL
TOGIAK
CRAIG
DILLINGHAM
KENAI
YAKUTAT
SAND POINT
BETHEL
WASILLA
HAINES
SOLDO!'NA
KASILOF
HOONAI
FAIRBAN <S
NAKNEK
SEWARD
KOTZEBUE
UNALAKLEI T
TOKSOOK LAY
EMMONAK
MANOKOTAK
QUINHAGAK
KING COVE
DOUGLAS
ALAKANUK
KOTLIK
PALMER
ANCHOR POINT
AKIACHAK

MOUNTAIN VILLAGE

State of Alaska
Commercial Fisheries rntry Commission

July 1-1, 2008

Number of 2007 Year-End Permits by Alaskan Community

Limited
STATE Entry
AK 578
AK 760
AK 590
AK 563
AK 696
AK 464
AK 459
AK 375
AK 315
AK 292
AK 231
AK 241
AK 223
AK 190
AK 99
AK 204
AK 157
AK 126
AK 133
AK 140
AK 110
AK 123
AK 113
AK 65
AK 116
AK 114
AK 57
AK 98
AK 113
AK 89
AK 52
AK 63
AK 85
AK 81
AK 63
AK 50
AK 81
AK 79

(Ranked by Total Permits)

Resident

Open
Access

674
374

Total

1,252
1134
1,054
946
323
562
573
562
426
318
303

272
261

Limited
Entry
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Access Total
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7 19
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6
2
1
0
0
0
0
0
1
1
0
0
1
0
2
0
0
0
0
2
0
0
0
0
0
0
1
0
0
0
0
0
0
0
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Limited
Entry

588
772
599
567
703
489
462
377
317
292
244

Overall

Open
Access

689
381
470
392
131
115
187
26
72
54
50
72
130
5
42
60
43
35
41
13
62

6

61
19
3
48
36
7

8



