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Mr. Speaker, I rise today to introduce the Virgin Islands Energy Crisis Relief Act of 2012. In January of

this year, the HOVENSA Oil Refinery located on St. Croix in my Congressional district the U.S. Virgin

Islands, announced that it would cease refinery operations because of the global economic slowdown, the

addition of new refining capacity in emerging markets and the current low domestic price of natural gas.

This announcement was an economic gut blow to the U.S. Virgin Islands not only because of its overall

impact; a potential $580 million reduction in direct gross economic output and $92 million in overall

government tax revenues beginning in FY 2012; and the direct termination of 2,471 employees and

subcontractors which represents 12% of total employment and 27% of average gross pay of the private

sector on St. Croix; but because of the crippling threat to energy affordability which inhibits economic

growth and sustainability.

The HOVENSA refinery, which was one of the ten largest in the world, provided four percent of its
refinery products in the form of gasoline, diesel, jet and propane fuel to the U.S. Virgin Islands. The
HOVENSA refinery provided at least 90% of energy for the Virgin Islands Water and Power Authority,
which received fuel to power the utility at a reduced cost based on the average cost of crude delivered to
the refinery or $2.00 less than the New York harbor landed fuel of the same type. The refinery also
supplied most of the territory’s gasoline service stations also at a reduced cost. According to VIWAPA,
76% of its costs are for the purchase of fuel. Even so, Virgin Islands residents and businesses pay electric
power rates in the range of 44 to 48 cents per kilowatt hour, among the highest energy costs in the nation.

The greatest threat to the Virgin Islands economy and way of life posed by the closing of the HOVENSA
refinery is energy affordability. While HOVENSA has agreed to supply fuel to the end of 2012, the
Virgin Islands is in need of emergency relief in order to stabilize the cost of water and electricity to its
business and residential consumers in the near future. In his 2012 State of the Territory address,
Governor John deJongh said: “Without reliable electricity and water there will be no new businesses.
Without reliable electricity and water, we will have no economic development, fewer jobs and lower
revenues, all contributing to a downward spiral.”

In light of the potential for economic catastrophe that currently exists, we are exploring an emergency
appropriation for the purpose of stabilizing the economy of the Virgin Islands for a period of time, by
subsidizing the cost of fuel, which the utility passes on to the consumer, both residential and business,
through a funding mechanism called the Levelized Energy Adjustment Clause, known locally as the
LEAC.
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In recent months, the Government of the Virgin Islands and the utility, the Virgin Islands Water and
Power Authority, have moved to implement a series of initiatives aimed at stabilizing the energy situation
in the territory. They have published an Energy Action Plan that lists the following as its strategy to
meeting the islands needs for energy. It includes:

e Implementing measures to enhance production efficiency at existing power generation facilities

e Converting base load power production from fuel oil to liquefied natural gas or liquefied
petroleum gas

e Developing grid interconnection between the Virgin Islands and Puerto Rico

e Maximizing the development of solar and wind resources

e Pursuing biomass energy and ocean thermal energy as potential diversification of base load
energy.

While noteworthy, all of these goals are long term solutions that do not address the impact to homes,
businesses and the entire Virgin Islands economy in the short term, hence the request for emergency
relief. The Virgin Islands Energy Crisis Relief Act is aimed at lowering the cost of fuel to utility and
therefore to the consumer; facilitating the conversion of the existing plant to utilize liquefied natural or
liquefied petroleum gas; and increasing the number of residents who qualify for relief through the Low
Income Home Energy Assistance Act (LIHEAP).
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To provide energy crisis relief to residents of the Virgin Islands.

IN THE HOUSE OF REPRESENTATIVES

Mrs. CHRISTENSEN introduced the following hill; which was referred to the
Committee on

A BILL

To provide energy crisis relief to residents of the Virgin
Islands.
1 Be it enacted by the Senate and House of Representa-
tives of the Unated States of America in Congress assembled,
SECTION 1. SHORT TITLE.

This Aet may be cited as the “Virgin Islands Energy

2

3

4

5 Crisis Relief Act”.
6 SEC. 2. HIGH ENERGY COSTS ASSISTANCE.

7 Section 19 of the Rural Electrification Act of 1936
8 (7 U.S.C. 918a) is amended by adding at the end the fol-
9

lowing:
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1 “(e¢) Hicrm ENERGY COST GRANT TO THE WATER
2 AND POWER AUTHORITY OF TIIE UNITED STATES VIRGIN
3 ISLANDS.
4 “(1) IN GENERAL.—The Secretary, acting
5 through the Rural Utilities Service, shall make a
6 grant in an amount equal to $100,000,000 to the
7 Water and Power Authority of the United States
8 Virgin Islands under subection (a)(1) if that entity
9 applies for, and is eligible for, such a grant.
10 “(2) APPROPRIATION.—
11 “(A) IN GENERAL.—Out of any funds in
12 the Treasury of the United States not otherwise
13 appropriated, there are appropriated for fiscal
14 year 2013 such sums as may be necessary for
15 the grant provided for in paragraph (1), in ad-
16 dition to any other appropriated funds that may
17 be used for the grant.
18 “(B)  AVAILABILITY.—Amounts made
19 available under subparagraph (A) shall remain
20 available through fiscal year 2015.
21 “(d) TERRITORIES INCLUDED.—In this section, the
22 term ‘State’ includes Territory.”.
23 SEC. 3. ECONOMIC ADJUSTMENT ASSISTANCE.
24 (a) IN GENERAL.—The Secretary of Commerce is au-
25 thorized to make grants under section 209 of the Public
fAVHLC\113012\113012.007.xml (53634319)
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Works and Economie Development Act of 1965 (42
U.8.C. 3199) to the Virgin Islands Water and Power Au-
thority for programs and activities to convert base power
production in the Virgin Islands from fuel oil to liquefied
natural gas or liquefied petroleum gas.

(b) AUTHORIZATION OF APPROPRIATIONS.—There is
authorized to be appropriated to carry out this section a
total of $15,000,000 for fiscal years 2013 through 2017.
SEC. 4. LOW-INCOME HOME ENERGY ASSISTANCE PRO-

GRAM.

With respect to fiscal years 2013 through 2018, the
percentage described in section 2605(b)(2)(B)(1) of the
Low-Income Home Energy Assistance Act of 1981 (42
U.S.C. 8624(b)(2)(B)(i)) shall be 300 percent when ap-

plied to households located in the Virgin Islands.
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CONSTITUTIONAL AUTHORITY STATEMENT

To accompany: A bill to provide energy crisis relief to residents of the
Virgin Islands

Pursuant to clause 7 of Rule XII of the Rules of the House of Representatives, the
following statement is submitted regarding the specific powers granted to Congress in the
Constitution to enact the accompanying bill.

Congress has the power to enact this legislation pursuant to the following:
“Article 1V, section 3 of the Constitution of the United States grant Congress the

authority to make all needful Rules and Regulations respecting the Territory or other
Property belonging to the United States.”



