SENATE FI NANCE COW TTEE
March 29, 2008
10: 09 a. m

CALL TO ORDER

Co-Chair Stedman called the Senate Finance Comm ttee neeting
to order at 10:09:49 AM

VEMBERS PRESENT

Senat or Lyman Hof f man, Co-Chair
Senator Bert Stedman, Co-Chair
Senator Charlie Huggins, Vice-Chair
Senator Kim Elton

Senat or Donny O son

Senat or Joe Thomas

Senat or Fred Dyson

MEMBERS ABSENT

None
ALSO PRESENT

Derek MIler, Staff, Representative Mke Kelly; Eddy Jeans,
Director, Education  Support Servi ces, Depar t ment of
Education and Early Devel opnent; Representative Kevin Myer,
Sponsor; M ke Pawl owski, Staff, Representative Kevin Meyer;
Narda Butler, Douglas; Rodney Hebert, Tanana; Witney
Br ewst er, D rector, Di vi si on of Mot or Vehi cl es;
Representative Jay Ranras, Sponsor; Jane Pierson, Staff,
Representative Jay Ranras; Representative Mary Nelson,
Sponsor; Del Conrad, CEO Rural Al aska Fuel Services (RAFS)

PRESENT VI A TELECONFERENCE

Dan Bockhorst, Mnager, Ketchikan Gateway Borough; Julie
Clenents, Director of State Legislative Affairs, MADD;, Dal e
Fox, President, CEO CHARR, Diane Casto, Section Minager,
Prevention and Early Intervention Section, D vision of
Behavi or Health, Departnment of Health and Social Services;
Dale Fox, President, CHARR Sarah Fisher-Goad, Deputy
Director of Operations, Al aska Energy Authority, Departnent
of Commerce, Community and Econom c Devel opnent

SUVMVARY

SCS CSHB 233( L&C)
"An Act relating to giving notice of unclained net
margin distributions nmade by electric and
t el ephone cooperatives.™

SCS CSHB 233 (FIN) was REPORTED out of Conmittee
with a “do pass” recomendation and with fiscal
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note #2 by the Departnent of Commerce, Comrunity
and Econom c Devel opnent.

HB 373 "An Act extending specified public school bond
debt rei nbursement; and providing for an effective
date."

SCS HB 373 (FIN was HEARD and HELD in Conmittee
for further consideration.

SCS CSHB 19(JUD)
"An Act relating to ignition interlock devices; to
l[imted driver's license privileges; and to
ignition interlock limted driver's |license
privileges."

SCS CSHB 19 (JUD) was HEARD and HELD in Conmittee
for further consideration.

CSHB 75( STA)
"An Act relating to driver's licenses and to
al cohol and drug awareness and safety testing."

CSHB 75(STA) was heard and HELD in Conmttee for
further consideration.

CSHB 338(FIN)

"An Act relating to the bulk fuel bridge |oan fund
and program power project fund, and the bul k fuel
revol ving loan fund; authorizing the Al aska Energy
Aut hority to borrow noney from the power project
fund for the bulk fuel revolving |oan fund and to
repay noney borrowed; and providing for an
effective date.”

CSHB 338 (FIN) was REPORTED out of Conmittee with
a “do pass” recomendation and with zero fisca
note #1 by the Departnent of Commerce, Comrunity
and Econom c Devel opnent, and with fiscal note #2
by the Departnment of Commerce, Community and
Econom ¢ Devel opnent.

10:10: 11 AM

SENATE CS FOR CS FOR HOUSE BI LL NO._ 233(L&C)

"An Act relating to giving notice of wunclainmed net
margin distributions made by electric and tel ephone
cooperatives."

DEREK M LLER, STAFF, REPRESENTATIVE M KE KELLY, provided a
brief overview of SCS CSHB 233. He explained that the
provision would allow utility cooperatives to use the
internet to informnenbers of any capital credit due.
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10: 13: 05 AM

In response to Senator Dyson, M. MIller said he contacted
the director of the Permanent Fund Divi dend Division and was
informed that the Division could not provide the address
lists to the electric utilities.

Senator Dyson reported that his staff uses the Al aska Voters
Li st.

10: 15: 06 AM

Senator Dyson offered a conceptual anmendnment on page 1, |ine
12, to allow the use of the Alaska's Voter list to |ocate
per sons owed a refund.

Co-Chair Stedman OBJECTED for purposes of discussion. He
restated the conceptual anendnent.

Co-Chair Stedman W THDREW his OBJECTI ON. There being NO
further OBJECTI ON, the conceptual anmendnent was adopt ed.

10: 16: 16 AM

Co-Chair Hoffman MOVED to REPORT SCS CSHB 233 (FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

SCS CSHB 233 (FIN) was REPORTED out of Committee with a “do
pass” recomendation and wth fiscal note #2 by the
Depart ment of Commrerce, Conmunity and Econom c Devel opnent.

10:17:16 AM

HOUSE BI LL NO._ 373

"An Act extending specified public school bond debt
rei nbursenent; and providing for an effective date."

Co-Chair Hoffman MOVED to ADOPT SCS HB 373, |abeled 25-
LS13040/C, M schel, 3/24/08, as the working docunent.

Co- Chair Stedman OBJECTED for purposes of discussion.
10:18: 07 AM

EDDY JEANS, DI RECTOR, EDUCATI ON SUPPORT SERVI CES, DEPARTMENT
OF EDUCATION AND EARLY DEVELOPMENT, explained that the
Conmittee Substitute for HB 373 amends AS 14.11.008(b), the
participating share for school districts to address nmajor
mai nt enance and school construction prograns. He inforned
the commttee that the table was set into statute in 1993.
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Since then, property val ues have increased around the state.
The Al aska Munici pal League requested that the state update
the table to reflect increases in property val ues.

Co- Chair Stedman W THDREW hi s OBJECTI ON

There being NO further OBJECTI ON, 25-1LS13040/C was adopt ed.

10: 21: 02 AM

REPRESENTATI VE KEVI N MEYER, SPONSCR, explained that HB 373
extends the sunset of the current school bond dept
rei mbursenent program from Novenber 2008, to Novenber 30,
2010. Projects on the Departnment of Education and Early
Devel opnent approved list would still be reinbursed at 70
percent; other projects would be reinbursed at 60 percent.
The State of Al aska s school bond debt reinbursenent program
is an inportant partnership between comunities and the
state, where each shares a portion of the cost of school
constructi on. He underlined that wthout this assistance
many nunicipalities would not be able to afford school
construction costs.

Co-Chair Hoffman felt there should be a long-term solution
for what the provision addresses. He enphasized the
i nportance of wurban and rural schools being funded on an
equi tabl e basi s.

Representati ve Meyer agreed with Co-Chair Hoffman

10: 24: 33 AM

DAN BOCKHORST, MANACER, KETCH KAN GATEWAY BOROUGH testified
via teleconference in support of the bill. He noted that
when the current law was enacted in 1993, it reflected a
rati onal public policy choice that nunicipal schoo

districts with greater fiscal resources should pay a higher
share of |ocal major maintenance costs. He explained that,
since then, inflation has increased at 42 percent over the
past 15 years, and the decline in student enrollnment has
increased significantly. Due to these factors, both urban
and rural districts have suffered unintended consequences.

M. Bockhorst provided an exanple: Kl uwock has had a six-
fold increase in its major maintenance cost share over the
past 15 years. Initially, Kl uwock paid 5 percent of major
mai nt enance costs. Currently, the local share is at 30
percent . For the past 14 years Ketchikan has had to
shoul der the sanme 30 percent share that Kl uwock now faces

Ketchikan will still pay major maintenance costs unless the
CS is passed. The increase facing Ketchikan is not due to
an increase in its tax base, it is due to the decline in
student enrollment - nore that 16 percent since 1993. | f
noderate relief is granted through the CS, |ocal governnents
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will continue to shoulder a substantial burden: Ketchikan
will still pay $3 million as its share of major naintenance
osts in the upcom ng year. Wthout the CS, the figure wll
ncrease by $500, 000.

M. Bockhurst urged support of the CS in order to provide
needed relief to both urban and rural districts throughout
Al aska.

10: 28: 00 AM

Co-Chair Hoffman asked M. Jeans to convey the urgency of
passing the legislation this year. M. Jeans expl ai ned that
the law is to sunset in Novenber of 2008. |If the sunset is
not extended now, then the legislature would not be able to
address the issue until the next session in January.

Co- Chair Hof fman asked what the inpact to school districts
woul d be, in ternms of construction planning and budgeting,
if the legislation were not passed this session. He further
queried if any school districts had expressed the need for
passage of the bill due to plans to nove forward wth
specific bond issues. M. Jeans reported that the only
district that had contacted him regarding the sunset of the
bill was the Juneau School District. He elaborated that the
Juneau School District intends to take projects before
voters this year. If the legislation is not passed the
district would have waited a year.

10: 30: 31 AM

In response to Senator Dyson, M. Jeans said the reference
made by M. Brockhurst has to do with the participating
share under the grant program Currently, Klawock has
participating shares at 30 percent. Wth the enactnent of
the CS, the participating share would drop to 10 percent.
This has to do with the property val ue per child.

Senat or Dyson asked how many ot her communities would qualify
at 10 percent. M. Jeans clarified that Klawock is the only
community whose share decreases to 10 percent.

Senator Huggins asked if any communities would see a
participating share increase. M. Jeans responded that
under the CS the share would only decrease. He further
clarified that the CS does not change current law for the
debt reinbursenent program it only extends it for two
years.

Co-Chair Stedman noted that the enrollnent decline is a
significant factor when addressing funding for schools.

10: 33: 25 AM
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In response to Senator Dyson, Representative Meyer said it
is always assuned there will be a state match. The current
| aw carries through to Novenber 2008. Bonds passed in Apri
will be covered under the CS. He also responded to an
earlier question regarding the effects of waiting a year to
pass legislation. [If action on the provision is postponed,
it wll have an effect on the Anchorage el ection next year,
but has no effect this year.

10: 34: 03 AM

Co-Chair Hoffman commented that if the CS were to pass,
there woul d be plenty of tine before the voting cycle.

Senator Dyson felt that if the bill passed in this session,
it would substantiate the state commitnent to reinburse
school districts. He maintained that with the uncertain

stability of high oil prices, he supports a two or three
year sunset.

SCS HB 373(FIN) was HEARD and HELD in Committee for further
consi derati on.

#hb19
SENATE CS FOR CS FOR HOUSE BI LL NO._19(JUD)

"An Act relating to ignition interlock devices; to
l[imted driver's license privileges; and to ignition
interlock limted driver's |license privileges.™

10: 36: 39 AM

REPRESENTATI VE KEVI N MEYER, SPONSOR, provi ded an overvi ew of
SCS CSHB 19(JUD), which provides for an ignition interlock

device for a person who has received a DU . He detailed the
penalties involved with receiving a DU . He pointed out the
potential failings of a limted driver’'s |license. The
intent of the bill is to ensure a sober driver.

Representative Meyer noted that the Senate Judiciary
Conmittee amended the bill to extend the interlock program
through the probationary period of the offender. He

supported the change noting it was a deterrent to repeat
offenses. Simlar prograns inplenmented in other states have
resulted in an up to 80 percent reduction of repeat
of f enses. He informed the Conmittee that in Al aska about
5000 DUI's are issued every year, wth one-third being
repeat of fenders.

10:41: 07 AM

Co- Chair Stedman expressed concern regarding the cost of the
interlock device and of fenders not having funds to purchase
t he devi ce.
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Representati ve Meyer acknow edged the expense and i nforned
the Cormittee that the court can waive the DU fine in lieu
of purchase of the interlock device.

Senator Elton questioned Section 2, which states that the
courts can't enforce a nunicipal ordinance wthout a
provision inposing ignition interlock devices. He wondered
i f an uni nt ended consequence m ght be t hat t he
muni cipalities wuld let the Departnment of Law prosecute
under state statutes rather than under nunicipal ordi nances.
If this were to occur there would be a fiscal note fromthe
Department of Law to reflect the cost.

10: 44: 06 AM

M KE PAW.OWSKI , STAFF, REPRESENTATI VE KEVI N MEYER, expl ai ned
that though the state had passed ignition interlock devices
for high BAC drivers, it was never recomended that the

muni ci pality pass an ordinance. Section 2 cane into the
bill fromthe Senate Judiciary Commttee in the interest of
consistency in statute regarding traffic offenses. He

indicated that he would talk with the Departnment of Law
regarding the issue and report back to the Comm ttee.

10: 45: 00 AM

Senator Dyson asked about soneone who “knowi ngly” |oans a
car to someone who is court ordered to have the interlock
devi ce.

Co-Chair Meyer understood that if a person know ngly all owed
a person who had been convicted of a DU to drive their car,
the owner of the car is at fault.

Senator Dyson asked if a person convicted of a DU gets a
mark on their driver’s |icense. Representative Meyer
confirmed that they woul d.

Senator Dyson questioned the sections regarding the
forfeiture of a vehicle.

10:48: 08 AM

Co-Chair Stedman noted that the bill is inits first hearing
and there wll be an opportunity for nenbers to get
guestions and concerns answered by the sponsor.

Senator Elton asked why the bill would only apply in certain
communities and opined that if the issue is a matter of
public safety, it should apply to all comunities.
Representative Meyer said it would be the intent to apply
the interlock device requirenment statew de. He expl ai ned

t hat changes were made in Senate Judiciary maki ng exceptions
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for those areas that aren’t required to have insurance. He
added that vendors are wlling and able to install the
interlock device to any car, anywhere, throughout the state.

10: 49: 53 AM

M. Pawl owski said he would provide the list of comrunities
publ i shed by the Departnment under AS 28.22.011(b) referenced
in Section 7.

Senat or Thomas noted the potential |oophole between what the
court orders and how the D vision of Mtor Vehicles
responds, in terns of returning the license to the offender.
They may fulfill the requirenents of the court order, but
then there may be a problem of getting the |icense back.

10: 51: 21 AM

Co-Chair Stedman listed the fiscal notes: a zero note from
the Departnent of Transportation and Public Facilities, an
indeterm nate note fromthe Departnment of Corrections, and a
note fromDW for $76,000 for one new position.

10: 53: 03 AM

JULI E CLEMENTS, DI RECTOR OF STATE LEQ SLATI VE AFFAI RS, MADD
testified via tel econference in support of SCS CSHB 19. The
goal for MADD is to have ignition interlock devices
stipulated in law for convicted offenders. The organization
would ultimately like a mandate for anyone convicted of a
DU with a .08 BAC or higher to be required to use an
ignition interlock device. She listed studies to back up
MADD s vi ew.

10: 57: 50 AM

DALE FOX, PRESI DENT, CEO, CHARR testified via tel econference
in support of SCS CSHB 19. He related that 65 percent of
hi ghway fatalities are commtted by those with 1.5 blood
al cohol and above, and by those who have committed multiple

DU’ s. He suggested one small change to the bill: to have
the hardcore, repeat offenders be required to use the
ignition interlock device. He thought that first tiners

shoul d be excluded fromthe provision.

11: 00: 17 AM

NARDA BUTLER, DOUG.AS, explained that there is a significant
anount of data that proves the effectiveness of the devices.
She purported that the bill is not about punitive sanctions,
but rather an issue of public safety. She outlined specific
changes and suggested renoval of the words “during
probati on®. She questioned if the bill would address the
popul ati on of individuals nost recently convicted of driving
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with a license revoked or suspended subsequent to a DU .
She suggested a performance-based exit and to include
f el ons.

11: 07: 33 AM

RCDNEY HEBERT, TANANA, testified that the bill only covers
m sdeneanors, not felons, and felt that felons should be
included in the bill.

11:13: 23 AM

VWH TNEY BREWSTER, DI RECTOR, DIVISION OF MOTOR VEH CLES,
stated that DW does support the bill. She addressed
Senator Thomas’s question and said there will be no change

in the coordination between the courts and DW due to this
bill.

11:15:18 AM

Senat or Huggins voiced concern with Section 7. He question
what woul d happen if an offender noved to another comunity
that was not on the |ist.

Ms. Brewster said that the Departnent is in favor of the
application on a statew de basis. She thought that a person
who noved to an area where the device was not required would
not have to conply.

Co-Chair Meyer made closing coments saying he would provide
answers to questions asked by the Conmittee.

Senator Elton noted the suggestion to provide for the
extension of the use of an interlock device if sonmeone
attenpts to drive drunk before the end of their probation.

SCS CsHB 19 (JUD) was HEARD and HELD in Committee for
further consideration.

11:18: 53 AM

#hb75
CS FOR HOUSE BI LL NO.__75(STA)

"An Act relating to driver's licenses and to alcoho
and drug awareness and safety testing."

REPRESENTATI VE JAY RAMRAS, SPONSOR, presented the bill. He
shared personal experience in the hospitality industry and
his concern about drunk drivers. He related the current

process of awarding a driver’'s license to young people. He
outlined DW' s testing procedure at different ages. Wen a
driver turns 21 there is no further testing. He maintained
that three groups would benefit by the passage of the bill:
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the hospitality industry, young people between 21-25 with a
mnor’s driver’s license, and average citizens.

Representative Ranras explained that the bill would draw a
much brighter line between mnors and adults and stop the
i ssue of “leakage”. It would also educate those who are of
the drinking age by devel oping an eight question test with
the object of bringing awareness of alcohol safety and | aws
prior to receiving an adult Al aska driver’s license.

11:31: 41 AM

Co-Chair Stedman asked if the penalties for serving a m nor
al cohol were substanti al.

Representative Ranras defined the penalties for those who
serve a mnor. The first offense is a class A m sdeneanor
the second offense is a class C felony. He naintained that
HB 75 woul d provide a renedy to draw a brighter |ine between
mnors and adults. It calls for the automatic expiration of
a driver's license when a person turns 21 and hel ps conbat
the issue of mnors consum ng al cohol .

11: 35: 50 AM

Co-Chair Stednman clarified that a portion of the bill would
require a person to update their |icense when they turn 21.
They woul d have an opportunity to have the questions on the
test repeated until they successfully pass the test.

Representative Ranras agree that that wuld be the
| egislative intent. He enphasized the need for the al coho
education portion of the bill.

11:37: 13 AM

Senator Elton referred to Section 1 and noted that the
provision only applies to Al askans who hold under 21
| i censes.

Representati ve Ranras agreed. He noted that the origina
intent was to have all Al askans take the test. That el enent
of the bill was del et ed.

Senator Elton voiced concern that the standard would apply
to a 21-year-old Al askan, but not to a 21-year-old who noved
to Alaska with a mnor’s driver’s |icense.

11: 39: 48 AM

Senat or Huggi ns asked how mlitary people are dealt with in
the bill.
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JANE PI ERSON, STAFF, REPRESENTATIVE JAY RAMRAS, expl ained
that mlitary are covered under AAC exenpti ons.

Senat or Huggi ns wondered how other driving inpairnment drugs
are handl ed.

11:41:17 AM

Representative Ranras referred to page 1, line 10, which
says, “relating to alcohol, drugs, and driving”. He added
that it is also covered in the Driver’s Manual and as part
of the test. Senator Huggins noted that the test only
addr esses al cohol .

Representative Ranras said it is the intent that the test
woul d address all drugs and al cohol. He said he was
amenable to anmendnments to the bill. He expl ained that al
persons could not be included and the focus should be on
educati ng young adul ts.

Co-Chair Stednman noted two fiscal notes: a zero fiscal note
from the Departnment of Health and Social Services, and a
fiscal not e for $30, 000 from the Depar t ment of
Adm ni stration - DW.

11:44: 06 AM

DI ANE CASTO, SECTI ON  MANACER, PREVENTI ON AND EARLY
| NTERVENTI ON SECTI ON, DI VI SI ON OF BEHAVI OR HEALTH
DEPARTMENT OF HEALTH AND SOCI AL SERVICES, testified via
tel econference in support of HB 75. The bill addresses a
critical issue — reduci ng underage access and consunption of
al cohol and pronoting responsible consunption upon reaching
21. HB 75 is in line with the state plan and wth
nati onw de best practices. She agreed with the nulti-
strategy approach toward reducing underage drinking,
especi al |l y educati on.

11:47: 22 AM

DALE FOX, PRESI DENT, CABARET, HOTEL, RESTAURANT, AND
RETAI LER S ASSOCI ATION (CHARR) testified via tel econference

in strong support of Section 2 of the bill, which nmakes it
easier for the hospitality industry. It assists in
developing the bright |ine which helps people in the
i ndustry make the right call. M. Fox concluded that CHARR

is neutral on Section 1, but supports the overall bill.

11: 49: 06  AM

VWH TNEY BREWSTER, DI RECTOR, DIVISION OF MOTOR VEH CLES,
DEPARTMENT OF ADM NI STRATI ON, said that DW supports HB 75.
DW would develop a test with the help of others, such as
Behavioral Health, with eight questions that would address
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al cohol and drug awareness. The test woul d be statew de and
could be retaken wuntil the individual passes it. She
reported that there is an exception policy in place which
woul d address Senator Huggins's concern about mlitary
personnel, as well as those away at school .

11:50: 17 AM

Senator Elton asked if this is a one-tinme cost. Ms.
Brewster said that it is a one-tine cost for a progranmm ng
change to allow for an expiration date. The second part of
the fiscal note is for loading the test onto the machines.
She reported that DW does not anticipate on-goi ng costs.

Senator Elton asked if the test is graded by the machine
Ms. Brewster replied that it is electronic.

Senator O son asked what types of provisions are made for
rural students. He noted that the DW is closed in None.
Ms. Brewster reported that the None office is now filled

She understood that the bill would not prohibit sonmeone from
coming in before their 21% birthday to take the exam

11: 53: 02 AM

Representative Rantras noted that the paynent fee for a new
Iicense would pay for the program He concluded that this
bill is an excellent strategy for conbating the problem of
drinki ng and driving.

CSHB 75(STA) was heard and HELD in Commttee for further
consi derati on.

AT EASE: 11:54:13 AM

RESUNVE: 12: 08: 25 PM

#hb338
CS FOR HOUSE BILL NO. 338(FIN)

"An Act relating to the bulk fuel bridge |oan fund and
program  power project fund, and the bulk fuel
revolving loan fund; authorizing the Alaska Energy
Aut hority to borrow noney from the power project fund
for the bulk fuel revolving loan fund and to repay
noney borrowed; and

REPRESENTATI VE MARY NELSON, SPONSCR, related that the bill
was an idea brought forth by the Al aska Energy Authority
(AEA). She reported that ol d statutes needed updating. The
primary idea in the bill is in Section 2, which authorizes
AEA to nake |oans from the Power Project Fund (PPF) to the
Bul k Fuel Revolving Loan Fund (BFRLF). Presently, there is
a lot of pressure on AEA due to the high price of fuel to
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provide nore |oans from BFRLF. The bill would limt the
anount AEA could borrow from PPF to the BFRLF to the | esser
of $2 million, or 10 percent of the PPF cash bal ance on June
30 of the preceding fiscal year. It provides that AEA can
not borrow from PPF if the cash balance of PPF is |ess than
5 mllion.

Representative Nelson reported that the bill also deleted
references to nonprofit marketing cooperatives as potenti al
borrowers and del etes PPF | oan provisions for potable water
supply projects.

Representative Nelson related that Section 3 provides that

power projects are subject to the sane limtations on
interest and other restrictions as are loans for power
proj ect s. Section 1 establishes the BFRLF as statutorily
able to make loans to communities. It is a separate |oan
program established in 2004 by the Denali Conm ssion,
especially for conmmuni ties t hat are struggling
adm ni stratively. She explained the problens surrounding

statutory authority and third party contract rel ationships.

Representative Nelson reported on the successes of the
BFRLF.

12:14: 21 PM

SARAH FI SHER- GOAD, DEPUTY DI RECTOR OF OPERATI ONS, ALASKA
ENERGY AUTHORI TY, DEPARTMENT OF COVWERCE, COWUN TY AND
ECONOM C DEVELOPMENT testified via teleconference that HB
338 authorizes AEA to nmake |oans from PPF to BFRLF. She
related that the BFRLF provides communities of 2,000 or |ess
a financing source to purchase an annual supply of fuel
AEA currently only commts to |oans based on the cash
avai l abl e and does not consider |oans receivable prior to
commtting a | oan. HB 338 woul d provide a backstop source
of funds to allow AEA to better neet the needs of the
borrowers.

Ms. Fisher-Goad reported that two years ago there was a
delay in commtting funds until |oan repaynments — the actua

cash — was received by AEA This made it difficult to be
able to provide the commtnents for borrowers to plan for
fuel delivery. HB 338 does limt the lending ability by
restricting the anmount based upon the June 30 cash bal ance
of PPF and is limted by the lesser of $2 mllion or 10
per cent . On 2/29 the cash balance in the PPF was $10.8
million. If the bill were in effect today there would be a
little over $1 million as a backstop funding source. |If PPF
falls below $5 mllion, AEA would suspend the borrow ng
capability.

Ms. Fisher-Goad reported on housekeeping neasures in the
bill.
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12: 16: 36 PM

Senator Huggins asked if the bill increases risk to AEA
Ms. Fisher-Goad said she believed it was risk neutral. The
| oans are short termand the delinquency rate is very |ow

12:17: 24 PM

DEL CONRAD, CEO RURAL ALASKA FUEL SERVICES (RAFS), said
that since the inception of the BFRLF in 2004, about 12
communities were unable to fund their fuel purchases due to
an increase in fuel costs. The Departnent of Commerce,
Communi ty and Econom ¢ Devel opnent contracted out to manage
the loans and work with the communities. The Rural Al aska

Fuel Services purchases fuel on behalf of the community. If
the loan is paid back on a tinely basis, the noney is | oaned
for three years interest free. In addition, RAFS goes to

out to the comunities to review the books, establish
pricing, and build budgets. He described how he sets up the
progr amns.

M. Conrad reported that RAFS has made loans to 26
communi ties throughout rural Alaska in the last four years
for a total of $6.5 million. He described the successes of
the program and the fund sources.

12: 23: 25 PM

Senator 4 son MOVED to ADOPT Anendnent 1:

Insert new Section 4 that amends AS 42.45.250(e)(1) to
read:

“(1) may not exceed $500,000 [%$400,000], or, if the
borrower is a cooperative corporation organized under
AS 10.15 or an electric cooperative organi zed under AS
10. 25 and uses the |l oan to purchase bul k fuel on behal f
of nore than one community, nmay not exceed the |esser
of $500, 000 [$400,000] nultiplied by the nunber of
communities on whose behalf the bulk fuel is to be
pur chased, $1, 800, 000 [ $1, 500, 000].

Senator O son explained that the anmendnment would increase
the loan limts for the Bulk Fuel Revolving Loan Fund to
better match the increased cost of fuel.

Co- Chair Stedman OBJECTED

Senator O son noted the current |oan has been inadequate in
some conmunities. He spoke of high transportation costs.
He added that the Departnent is in support of the anmendnent.

12: 25: 31 PM

Senat e Finance Committee 14 03/29/08 10: 09 A M



Ms. Fisher-Goad confirnmed that the Departnment is in support
of the anendnent. It aligns the long-existing BFRLF with
the proposed Ilimt for the Bridge Loan program She
addressed the increased demand for | oans.

Co- Chair Stedman W THDREW hi s OBJECTI ON
There being NO OBJECTI ON, Anendnent 1 was adopt ed.

Representative Nelson worried about commnities that would
need nore nonetary support.

12: 27: 07 PM

M. Conrad noted requests for three loans for $500,000
through the Bridge Loan program He voiced concern that if
communities are short funded, then it will create a case of
flying in fuel in February with a significant increase in
cost. He predicted that it is unlikely that there will be
requests for loans in the $750,000 range in the next year
but for the <conmmunities in that situation, there is
significant cost if fuel needs to be flown in.

Representative Nelson said the cost gets passed on to the
consuner at $11 or $12 per gallon when fuel is flown in.

12: 29: 12 PM

Co- Chair Hoffman MOVED to REPORT CSHB 338 (FIN), as anended,
from Conmmttee wth individual recomendations and the
acconpanyi ng fiscal notes. There being NO OBJECTION, it was
so ordered.

CSHB 338 (FIN) was REPORTED out of Committee with a “do
pass” recommendation and with zero fiscal note #1 by the
Department of Commerce, Community and Econom c Devel opnent,
and with fiscal note #2 by the Departnent of Conmerce,
Communi ty and Econom ¢ Devel opnent.

#
ADJ OURNVENT

The neeting was adjourned at 12: 30 PM
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