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certificates of participation for construction of the building
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03/ 12/ 09 (H M NUTE( CRA)
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GEORGE CANNELOCS, Federal Co-Chair
Denal i Commi ssi on
Anchor age, Al aska
PCOSI TI ON  STATEMENT: Provided an overview of the Denali

Conmi ssi on.
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KEVI N BROOKS, Deputy Conmm ssi oner

Department of Adm nistration (DOA)

Juneau, Al aska

PCOSI TI ON  STATEMENT: During hearing of HB 161, answered
guesti ons.

HARRY NOAH, Executive Director

Trust Land O fice

Al aska Mental Health Trust

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 161.

BOB CHARLES, Energy Coordi nat or

Associ ation of Village Council Presidents

Bet hel , Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 150.

ERI' N HARRI NGTON, St af f

Representative Al an Austerman

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Spoke on behalf of the sponsor of HB 150,
Represent ati ve Austerman.

REPRESENTATI VE BOB LYNN, Al aska State Legislature
Juneau, Al aska
POSI TI ON STATEMENT:  Spoke as the sponsor of HB 161.

KATHRYN DODGE, Econom ¢ Devel opnent Speci al i st

Fai rbanks North Star Borough;

Director, Al aska Regi onal Devel opnent Organi zati on ( ARDOR)

Fai r banks, Al aska

POSI TI ON STATEMENT: Testified that she has no objection to HB
156.

MARK MARLOW Pri nci pal

Mar | ow Cor porati on

Anchor age, Al aska

PCSI TI ON STATEMENT: Encouraged the conmittee’s favorable vote
for HB 156.

ACTI ON NARRATI VE

8:05:19 AM
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COCHAIR BOB HERRON called the House Community and Regional
Affairs Standing Conmittee neeting to order at 8:05 a.m
Representatives Herron, Minoz, Keller, Mllet, GCssna, and
Gardner were present at the call to order.

Overvi ew Denal i Conmm ssi on

8: 05: 48 AM

CO- CHAI R HERRON announced that the first order of business would
be the presentation fromthe Denali Conmm ssion.

8: 06: 53 AM
GEORGE CANNELGCS, Federal Co-Chair, Denali Conmi ssion, ren nded

the commttee that the regional comm ssions have been around for
many years, of which the Appal achi an Regi onal Comm ssion was the

genesis of the Denali Conm ssion. However, the Appal achian
Regi onal Commi ssion enjoys the support of 26 senators and 13
gover nors. He pointed out that although the Denali Conm ssion

has enjoyed [congressional support], Alaska is one state versus
the large regions [that makeup the other comm ssions].
Therefore, the politics are very different. He noted that the
Del ta Regional Comm ssion is the newest conmm ssion, and the Farm
Bill last year created four new regional conm ssions. The
concept of the regional commssion in order to focus resources
and produce  better gover nnment is ascendi ng, which  he
characterized as a healthy occurrence.

MR. CANNELGCS clarified that the Denali Commission is a federal
agency and is part of the federal admnistration, which is
challenging in terms of funding. He highlighted that the Denali
Comm ssion has a good record of transparency and accountability
with one of the best web sites and databases in the governmnent.
Over the past 10 years the Denali Comm ssion has invested close
to $1 billion and |l everaged that to about $2 billion. The focus
has been on basic community infrastructure across Al aska, but
primarily in rural Al aska. He further highlighted that the
Denali Conmm ssion has created sone really good grant-nmaking and
accountability systens. M. Cannelos then turned to how the
Denali Comm ssion can be nore effective and work nore closely
wth the state, particularly in regard to capital projects and
pl anning and capital projects delivery as well as nmaintaining
and sustaining the Denali Commssion in the future. M.
Cannelos then directed attention to the slide of the seven
commi ssioners of the Denali Comm ssioner, and pointed out that
these individuals wouldn’'t normally sit down together. The
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af orenentioned has been a healthy process. The Denal i
Comm ssion, he explained, is the group that’s supposed to
strategically work together to achieve parity for those
communities and take advantage of opportunities in rural Al aska.
He related that the Denali Commission is a snmall organization

that’s open to the public and has l[imted overhead. |In fact, in
10 years there’s probably only been about six four-year
requests. Furthernore, over the past three years, there have
been no project earmarks from Congress. He related that the
Denali Commission’s appropriations cone from six different
committees, which nmeans that decisions for the various
appropriations are nade in the state. For exanple, there's a

general appropriation for health and decisions for health
facilities are made in the state through the health steering
committee and the | egislature.

MR. CANNELOS opined that nuch of rural Alaska resenbles the
Third World, which is inexcusable. He related that he has
educated a couple of groups fromthe United Nations and severa
hundred del egates from around the world regarding the forgotten
North, which includes the circunpolar North, Canada, Russia,

sonme of Scandinavia, and nuch of Al aska. Using the data from
the United Nations, mnuch of Al aska resenbles [Third Wrld
nati ons]. He recalled being in Ranpart |ast summer and

observing that its school had closed. The closure of a school

he noted, is often the death knell of a conmunity. M. Cannel os
then directed attention to the pie chart entitled “Funding Uses
FY99- FY08,” which relates that since the inception of the Denal

Comm ssion over half of the funding has been used for energy, a
third of the funding has been used for health accounts, and the
remai nder of the funding has been used for training, teacher

housi ng, and transportation. The bar graph entitled “Denali
Conmi ssi on Fundi ng Sources FY99-FY09” relates alnost $80 nillion
in funding for FYO09. M. Cannelos credited U S. Senator
Mur kowski, Senator Begich, and Congressnman Young for Kkeeping
[the funding] at its current |evel because often the U S. House
of Representatives will try to zero out the Denali Conm ssion,
but the US.  Senate cones to the rescue. The Denali
Comm ssion’s transportation funding is whole, but the health,
trai ning, and energy funding has [been cut in] half. “If we can
hold this line or even start up in [2010], | think for the long
term the Commission wll be fine,” he remarked. However, he

characterized the long-term viability of the Denali Comm ssion
as uncertain. He then noved on to energy, which has been a good
story in terns of replacing bulk fuel systens, upgrading power
plants, leading the way for renewable energy, nuch capacity
bui l di ng, and working with the private sector on sustainability.
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8:15:44 AM

REPRESENTATI VE GARDNER i nquired as to how many people a facility
such as Buckland' s bulk fuel facility serve.

MR. CANNELOCS answered that it would serve villages in the range
of 200-1,500 people. The notion is to provide a facility at
which a barge can nmake one trip in the season and have enough
[ goods] for the winter.

8:16:44 AM

COCHAIR HERRON asked if the U'S. House of Representatives
attenpts to zero out other commissions simlar to the Denal
Comm ssi on.

VR. CANNELOS responded that he isn't sure about other
commi ssions, but reiterated that it's the case for the Denal

Comm ssi on. He opined that the congressional attenpts to zero
out the funding are the result of Alaska’s inability to
conmuni cate its story well. Furthernore, he suggested that when
former U S. Senator Ted Stevens was a powerful nenber, the
situation was one of a gane of politics. He related his
optimsm that in the future if nore relationships can be built
in those House conmittees, the Denali Commission will be nore
successful .

8:17:50 AM

REPRESENTATI VE ClI SSNA turned to the issue of flying in fuel to
an area, and opined that flying in the fuel |ikely saved sone
noney because the cost of fuel decreased drastically.

8:18: 37 AM

MR. CANNELCS, referring to the bar graph entitled “Bul k Fuel
Progress Report,” pointed out that it relates that after 10
years the Denali Comm ssion is about halfway through the bul k
fuel program However, he estimated that it would cost about
$200 million to conplete [the goal of the bulk fuel progran,
which is why the Denali Commssion intends to review the
universal need to assess the situation. He then directed
attention to the bar graph entitled "Rural Power System Upgrade
Progress Report." The bar graph illustrates that about a
gquarter of the rural power systens are conplete and it wll take
a large effort to conplete the upgrade of rural power systens.
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M. Cannelos then shared a photograph of the three wind towers
in Hooper Bay, which he said is a good exanple of conbining
efforts and achi eving nuch. The wind towers in Hooper Bay were
funded by the Alaska Village Electric Cooperative, |ncorporated
(AVEC) and the [Denali Comm ssion’s] training dollars were used
to send young people to becone certified as wind operators. The
[ Denali Conmmi ssion’s] transportation dollars funded the road
shown in the slide. M. Cannelos informed the commttee that he
woul d distribute to the commttee a study NANA Pacific, LLC
performed on distributing Al aska s power. NANA Pacific, LLC,
reviewed the last 30 years of interties across the state. He
opined that if there could be grids, then the stand-alone
redundant systens could be elimnated and scale up renewable
energy and consider renewable devel opnent. There will be a
second phase of the aforenentioned study, which will review rea
costs and priorities.

MR. CANNELCS told the commttee that the transportation program
came out of the Safe, Account abl e, FI exi bl e, Efficient
Transportation Equity Act: A Legacy for Users (SAFETEA-LU). The
transportation program focused on the circulation needs of
villages, including docks and harbors, dust control, and
connecting villages where it nmakes sense. He highlighted the
situation in Mkoryuk where there was the need to dredge the
harbor, the need for a transportation program and the need to

install a bulk fuel system Normal |y, the aforenentioned
woul d’ ve been an expensive project because the rock would ve
come from None. However, soneone decided to put the projects

together and it was determned that the dredge materials from
the harbor were suitable for the foundation. For this project,
the Denali Comm ssion is spending about $483,000, $120,000 is
comng from the general fund, and $30,000 from AVEC The
aforenmentioned is a good exanple of the right way to get things
done. He recalled two years ago when the legislature passed a
$5 mllion appropriation for the Departrment of Transportation &
Public Facilities (DOT&PF) for unspecified transportation
projects. Referring to the construction of teacher housing, M.
Cannelos related that there is evidence that [rural] districts
are able to retain teachers. The hope, he opined, is that the
aforenentioned will result in inproved student performance. The
construction of the teacher housing was in performed in
partnership with the Al aska Housing Finance Corporation (AHFC).
Wth regard to health care [in rural Alaska], the staff of rural

health clinics are overworked and under paid. “But health care
is a really good story, when it’s provided at the |ocal |evel by
| ocal people,” he renmarked. He then directed attention the

slide of Buckland clinic, a $6.6 mllion project that included
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funds from the following entities: Denali Conmi ssion, U.S.
Depart ment of Housing and Urban Devel opnment (HUD), United States
Departnent of Agriculture (USDA) Rural Devel opnent, Rasnuson
Foundation, City of Sand Point, Al eutian East Borough, Shumagin
Corporation, and the Al aska Mental Health Trust Authority.

Having all these partners provides nore certainty and
sustainability of the project. M. Cannel os opined that one of
t he Denal i Conmi ssion’s | egaci es wil | be gover nnment

coordination, [the success of which] he <credited to Bob
Pawl owski, the legislature’s liaison to the Denali Conmm ssion.
He then shared a photo of the MU group neeting, which is all

state commi ssioners and nost all federal agency heads. Thi s
group of people is very interested in the opportunity to network
wth their peers and this concept is being pursued. He

expressed interest in convening a neeting with federal staff in
order to discuss the stimulus package. M. Cannel os highlighted
that the Denali Comm ssion spends a lot of time traveling to
rural Alaska and pointed out that governnent coordination

requires listening, trust, and respect. He noted that M.
Paw owski has represented the Denali Conm ssion on the |Inmediate
Action Wirking Goup (IAW5 for dinmate Change. The | AWG
recommends that a group continue to <carry on government
coordination regarding climte change. Al though the Denali
Commi ssion isn’'t naned specifically, it’'s willing to dialogue
regarding the Denali Commssion’s role in that matter. The
Denali Conmmission comm ssioned the Institute of Social and
Econom ¢ Research (ISER) study regarding changi ng denographics
that illustrate long-term population decline in rural Al aska.
In closing, M. Cannelos stated, “Rural Alaska is an American

treasure. The future is uncertain.”
8:26:41 AM

REPRESENTATI VE CI SSNA, recalling her visits to rural areas,
related her observation that many rural Alaska residents are
really in denial. The communities she visited were naking
suggestions to address the high fuel prices. For instance,
there was a suggestion to nove health clinics to the schools
t hat have extra space.

MR. CANNELOS said that there are many exanples of comunities

that have [made suggestions regarding high fuel prices. For
exanple, in Mkoryuk the Denali Commission funded the power
house and clinic in the old downtown area. In the neantine,

there is a school about five mles away and an airport another
five mles away. Therefore, a conmunity that is 10 m|es across
and thus requires vehicles and fuel to be a comunity has been
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created. Stevens Village is an exanple in which the $10 nmillion
wat er and sewer project was denied because it anobunted to over
$250 per nonth per family forever. Therefore, community | eaders
and agency representatives decided not to nove forward with the

wat er and sewer project. Instead, a limted system connecting
the school and the health clinic has been constructed and
village residents will maintain outhouses. The aforenenti oned

decision requires honest talk from all parties. He related his
surprise with the large atrium at the Hooper Bay School, which
he opined nmust be hard to heat. He then expressed his
understanding that there are no school construction standards,
al t hough they would be really inmportant to have.

8:31:40 AM

CO- CHAIR HERRON nentioned that there is an effort in the
| egislature to develop a prototype, build schools based on one
plan with slight nodifications. He asked if M. Cannelos wll
be maki ng presentations to other groups today.

MR. CANNELCS reviewed the neetings he has planned for this week.
In further response, he related that the Denali Conm ssion is
neeti ng Wednesday and Thursday at which it will review its work
pl an. The Denali Conmission has sonme difficult decisions to
make because the work plan out for public comment was predicated
on a continuing resolution of level funding that didn’t occur.

Therefore, the Denali Commission wll have to tackle the
decision as to what to do with the limted base funding. The
Denali Conmission will also discuss strategic planning and an

internal working docunent on roles and responsibilities at the
af orenenti oned neeti ng.

CO CHAIR HERRON inquired as to the legislature's role with the
Denal i Conmi ssi on.

MR. CANNELOS said he would like to figure that out. He did
point out that in the admnistration’s budget there is about $28

mllion in capital projects that conplinment Denali Comm ssion
proj ects. The funding is in transportation, health, and energy
and will go to those agencies. The aforenentioned, he said, is

a good path toward solidifying a federal-state partnership while
sending a nessage to Congress that the state is engaging. M .
Cannel os opined that he would like to determne how to include
the legislature in the MOU working group because the |egislature
has the pulse of the districts, including in regard to capital
proj ects.
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8:35: 07 AM

CO CHAIR HERRON asked if the Denali Commssion is the agency
that hol ds the database specifying where the stinulus funds are
going. |If not, is there such an agency, he asked.

MR. CANNELCS replied no to both. He added that the Denali
Comm ssion isn't named in the stinulus per se, although the
Denali Comm ssion is |looking at opportunities in which it can
be.

8:36: 08 AM

CO- CHAIR HERRON inquired as to the unintended consequences M.
Cannel os, as a citizen, would fear with the stinmulus package.

MR. CANNELOS said he wasn’t sure he knew enough about the
stimulus package. However, he related that when there's a
“pul se” [in funds] such as that of the stinulus package, there’'s
a risk of projects being less than ideally coordinated.
Furthernore, such situations stress the |abor community and the
construction comunity. He opined that there will be unintended
consequences with the stinulus package.

CO- CHAI R HERRON hi ghlighted that the House Special Conmmttee on
Energy is already doing a lot of good work, and therefore he
suggested M. Cannelos neet with the co-chairs of the House
Special Comm ttee on Energy.

MR. CANNELCS specified that he net with them yesterday.

8:37:31 AM

REPRESENTATI VE Cl SSNA expressed concern wth the influences from
all the different governnental and philanthropic forces that
change the character of a comunity. The existing period of
time has caused folks to take pause. She asked if the Denali
Comm ssion will ensure that there’'s funding and prograns that

help comunities ensure that whatever it’'s given fits the
comunity through good training.

MR. CANNELCS confirmed that the aforenentioned will be part of
the Denali Conmission’s process. He then recalled “The G ft
Gvers” by Harold Sparks who expressed that comunities don’'t
have to accept the gifts com ng fromoutside of the community.

8:40: 04 AM
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REPRESENTATI VE GARDNER, referring to the bulk fuel and power
system upgrade prograns, inquired as to how they are inpacted by
the current focus on renewable energy. She then inquired as to
how t he suspended work figures tie into [renewabl e energy].

MR. CANNELOS explained that those lists were derived from a
deficiency list created eight to nine years ago by the Al aska
Energy Authority (AEA), AVEC, and the Denali Comm ssion. Thi s
year it’s tinme to review the list and determ ne where things
stand. The renewabl e energy piece is part of it in terns of the
notion of doing no harm such that as new systens are utilized
and renewable opportunities are available in the future, not
much retrofitting is required. The switching technol ogy allows
t hat now. The renewabl e energy piece also has to do with the
size and scale of the facility being put in. He noted that he
recently signed a grant for a power line intertie between Bet hel
and Napaki ak. Napakiak is due for a bulk fuel upgrade, and
therefore the goal for AEA is to ensure that the size and scale
makes sense. He said he would have to get back wth the
commttee on the suspended work figures.

8:41:46 AM

REPRESENTATI VE GARDNER asked if there are any prelimnary
results fromthe "Distributing Al aska's Power" study that could
be shared with the conmttee.

MR. CANNELCS related that the study recognizes that no entity in
the state has oversight on power line interties. Therefore, the
recommendation, as part of the broad energy strategy, is that
the aforenmentioned be taken into consideration. The study
concluded, he related, that interties bring a lot of positive
benefits despite the permtting and ot her processes.

8:43: 02 AM
The conmttee took an at-ease from8:43 a.m to 8:46 a.m
8:46: 18 AM

HB 161- CERTI FI CATES OF PARTI Cl PATI ON FOR SUBPORT

8:46: 20 AM

CO- CHAI R HERRON announced that the next order of business woul d
be HOUSE BILL NO 161, "An Act relating to the Al aska Mental
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Health Trust Authority Subport Ofice Building;, authorizing the
i ssuance of certificates of participation for construction of

the building and authorizing the use of up to $25,000,000 from
the nental health trust fund for construction of the building;

approving leases of all or part of the building by the
Department of Adm nistration; and providing for an effective
date."

8:46: 28 AM

CO- CHAIR MUNCQZ, speaking as the sponsor of HB 161, welconed
t hose who are present to testify today.

8:47:47 AM

KEVI N BROOKS, Deputy Conm ssioner, Departnent of Admnistration
(DOA), pointed out that the commttee packet should include a
letter and answers to questions from Representative M|l et. He
also pointed out that attachnment 3 entitled “Briefing Paper
AVHTA Subport Ofice Building” addresses nmany of the 12
guestions from Representative MIlet. M. Brooks explained that
DOA approached The Al aska Mental Health Trust (“The Trust”) a
year or so ago regarding possible space due to the upconm ng
sunset of the Departnent of Labor & Wrkforce Devel opnent’s
(DLWD) lease of the current aging facility. Absent progress
with The Trust by July 2009 a Request for Proposals (RFP) will
have to be put out to procure new space. M . Brooks enphasized
that new space in the amobunt of 68,000 square feet needs to be
procured and be noved into by July 2012. Currently, the state
is paying $2.33 a square foot for the DLWD building, which is
reflective of the condition of the building. Wth regard to the
backup on the | ease, DLWD has been a tenant of the building for
27 years and the thick files are available to anyone interested.
He nmentioned that the water intrusions, nold, and necessity to
nove staff fromthe building are a matter of record. M . Banks
acknow edged that the costs for a new building will be nore than
the current costs for the existing aging facility. Current
estimates of the market in Juneau for the downtown core are
$3. 80- $4. 00 range. He noted that The Trust has been told that
any facility has to be conpetitive with the market and the best

deal for the state will be sought. The Trust, he opined, has
developed a plan and financing nechanism that make their
proposal conpetitive. The Trust, he further opined, is a good

partner because it holds land in the downtown corridor and hol ds
cash in the amount of $22.7 mllion in its fund. The Trust wll
borrow the renainder. The docunents in the commttee packet
relate various scenarios, including repaying the bonds after 20
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years at which point there would be a fairly significant
reduction in the state’s |ease obligations because the debt
would be retired and the state would deal with only the return
on the equity for The Trust. He noted that the aforenentioned
isnt dissimlar from other |ease arrangenents the state holds.
He then infornmed the commttee that DOA' s analysis is perforned
over 30 years, specifically a 20-year initial term with 2 10-
year renewal s. If the state stays in the |ease and renews for
the second 10-year period, the l|ease wuld |ook even nore
favorable in ternms of a cost benefit anal ysis.

MR. BANKS renminded the conmttee that the DLWD building alone
wasn’t a large enough project for The Trust to build the
facility. A larger footprint was necessary, and thus the
Dougl as Island building that houses the regional offices for the
Al aska Departnent of Fish & Gane (ADF&GS and the Departnent of
Corrections as well as the Departnent of Public Safety building

was i ncl uded. The aforenentioned buildings are older and in
such disrepair that a fairly significant investnent would be
required. The cost analysis includes what DOA charges state

agencies, which is about $1.30 per square foot, and the
currently identified deferred mai ntenance. Although sone of the
needs of these older buildings are known, there isn't a

conprehensive list of everything that’s wong. For i nstance,
there is know edge that the DPS building needs a new roof and
the ADF&G building needs a new envel ope. Therefore, the

anal ysis doesn’t include additional costs that would be required
in order to bring the buildings up to a tenantable position or
to replace them The aforenentioned are anticipated costs, but
they’re not included in the analysis in order to avoid
i nappropriately paddi ng the nunbers.

8:56:43 AM

CO CHAI R HERRON directed focus on question nunber 10: “Does the
Governor support HB 1617?”

MR. BROOKS explained that the governor’'s office has been
provided the sane analysis as the conmttee. Utimately, [the
governor’s office] has expressed the need for the project to
pencil|l out. Therefore, the governor is likely reviewing this
proposed project in ternms of needs throughout the state. \V/ g
Brooks said that any project the state undertakes has to be
fiscally sound. He related that DOA will continue working with
the governor’s office and hopes to return to the commttee with
a nore definitive position. He then related his understanding
that the sponsor of the legislation has had a discussion wth
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the governor regarding this proposal. In further response to
Co-Chair Herron, M. Brooks confirnmed that DOA's confort |eve
is fairly good.

CO- CHAIR MUNQZ confirmed that she net with the governor, who she
said |ikes the project. However, the governor wants to ensure
that the project nmakes financial sense for the state. Co- Chai r
Munoz opined that the proposed new facility is a better deal for
the state when conpared to the existing |ease costs and the
costs to wupgrade existing infrastructure. Furthernore, The
Trust will have great benefit over the long-term as it wll
receive a steady revenue stream to support nental health
progr ans.

9:00: 07 AM

REPRESENTATI VE M LLETT pointed out that in the nenorandum of
agreenent (MOA) there’s no talk of cost overruns. Ther ef or e,
she questioned whether the state has planned any contingency for
cost overruns. She further questioned whether cost overruns
woul d i npact the | ease.

MR. BROCKS remarked that the MOA was entered into as a manner in
which to work collaboratively toward a sol ution. He noted that
there’s a contingency built into construction, which he recalled
was 20 percent of the total construction cost. The Trust, he
opined, is bearing sonme risk to make the project conpetitive

which is reflected in The Trust’s rate of return. He noted that
there are sonme variables, including the rate on bonds for the
portion being financed. The responsible steps expected with a
proj ect of this nmagnitude have been  built In through
contingenci es and ot her factors.

9:02:18 AM

REPRESENTATI VE M LLETT inquired as to what occurs if cost
overruns are in excess of 20 percent.

MR. BROCKS deferred to representatives from The Trust. However
he opined that The Trust is taking a risk and the state isn't
subject to any cost overrun that would drive the lease rate
beyond the market rate of $3.80-%$4 being discussed.

9:03: 27 AM

HARRY NOAH, Executive Director, Trust Land Ofice, Al aska Mental
Health Trust, related his understanding that when the l|ease is
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si gned, cost overruns would be the responsibility of The Trust.
He explained that The Trust has estimated the project at a high
point in ternms of cost, with a fairly significant contingency.
He inforned the committee that The Trust has sone additional
work that’s necessary in terns of geotechnical work and
information regarding foundation characteristics. The Trust
will also perform additional work on the design of the buil ding.
M. Noah said that often with state buildings, the [costs] reach
the budget and the size of the building is decreased [in an

effort to not have cost overruns]. However, with this proposal
The Trust will |ease a specific anmount of space.
9: 05: 45 AM

MR. NOAH related that he is in favor of HB 161 as there are
benefits to The Trust, the state, and Juneau. He opined that
it’s unusual that the aforenentioned would occur at one tine,
which he attributed to various factors occurring at once. Those
factors include the denolition of the subport building, The
Trust wanting to develop its waterfront parcel, and DLW s | ease
becom ng avail abl e. He said he hoped the conmittee can support
[HB 161].

9: 06: 52 AM
REPRESENTATI VE GARDNER asked if The Trust anticipates any
problenms with regard to zoning and variances from the Cty of

Juneau.

MR. NOAH related that last night the Cty & Borough of Juneau

Assenbly unaninously passed the zone change. However, he
anticipated that once the process reaches the variance stage, it
will certainly elicit coments. |In terns of the |ocation of the

par ki ng, he characterized it as a calculated nove. He expl ai ned
that building the parking garage added $20 nillion to the
process w thout any revenue, and therefore that cost to the

state would be too high as part of this agreenent. The Trust
didn't want to use the land for parking, but did so in order to
allow an agreenent to be nmade. The aforenentioned places the

land in a holding position and the intent is for The Trust to
take over the DPS building and ultimately build a parking garage
on that property. At sonme point, sonmething will cone along and
allow that property to be devel oped and push the parking to the
par ki ng garage, he said.

9:09: 05 AM
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COCHAIR MUNOQZ commented that the location of the proposed
building will cause nore use of that portion of the waterfront
once the building is constructed.

9:09: 36 AM

MR NOAH, in response to Representative Mllet, offered to
provide the commttee with a copy of The Trust’s cost estinmate.
Construction is scheduled to begin in 2010, he related. He

further related that eight nonths ago The Trust engaged an
architectural firm in Juneau and has done quite a bit of work
including cost estimates of the building. Furthernore, The
Trust has already started the process of obtaining a Departnent
of Transportation & Public Facilities (DOT&PF) project manager
and is in the process of developing a design-build type of
contract in case this legislation passes. He offered to provide
the coonmttee wth the work that has been done to date.

9:11:49 AM

MR. BROCKS, in response to Representative MIllet, clarified that
the DLWD building is a leased facility whereas the Douglas
| sl and buil ding that houses ADF&G and Departnment of Corrections
and the Departnment of Public Safety (DPS) building are owned by
the state. The DPS building is potentially a site of a future
parki ng garage. He noted that at a mninumthose two facilities
woul d be nmoth-balled or be used in another fashion. Once the
proposed facility seens to be noving forward, the state would
earnestly try to deternmine an alternate use for the buildings.
In the nost extrene case, the buildings could be |eveled.

9:13:54 AM

CO CHAI R HERRON, upon determ ning no one else wished to testify,
cl osed public testinony.

9:14:12 AM

CO CHAIR MUNOQZ noved to report CSHB 161, Version 26-LS0605\T,
Cook, 3/11/09, out of comrittee with individual recomendations
and the acconpanying fiscal notes. There being no objection,
CSHB 161(CRA) was reported fromthe House Community and Regi onal
Affairs Standing Comm ttee.

HB 150- PONER COST EQUALI ZATI ON

9:14: 38 AM
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CO CHAI R HERRON announced that the next order of business would
be HOUSE BILL NO 150, "An Act repealing certain provisions
relating to nodifying the factors that apply to calculate the
amount of power cost equalization; providing for an effective
date by repealing the effective date of sec. 3, ch. 2, 4SSLA
2008; and providing for an effective date.™

9:15: 07 AM

BOB CHARLES, Energy Coordinator, Association of Village Counci
Presidents, noted that he provided witten testinony to the
committee entitled “AVCP Calista Region’s Energy Costs.” He
informed the conmmttee that the Calista region’s residential
heating oil and regular gasoline prices have increased well over
100 percent in the last couple of years. In fact, when hone
heating fuel was delivered in the spring of 2008, the cost had
risen to $8.00 a gallon. He pointed out that he provided the
commttee with a table specifying fuel prices at the end of
February ranging from $6.00-$8.00 per gallon. As 2009 began
electric utility rates in the region were between $.53 and $.65
per kilowatt hour (kWh). El ectric bills in the region have
averaged $342-$360 per nonth prior to power cost equalization
(PCE). Wth PCE, the electric rates are around $.33-$%$.44 per
kWwh and the billings anbunt to $176 to $200. Usage has ranged
from 530 kW to 750 kW per household. Local utility
adm ni strators have observed that a nunber of households have
much | ower usages, in the range of 200 kWh to 400 kwWh and the
billings ranging from $120-$150 per nmonth. The increases in the
rates are reflective of the higher delivered fuel costs in
recent years, he said. The PCE program has been paranount in
helping to nmake electric rates affordable. He recalled
testinmony at a prior hearing that Newtok had one of the highest
rates prior to PCE with billings around $150-$400. The usage in
Newt ok ranges from 300-400 kWh [per nonth]. M. Charles opined
that energy costs account for a large portion of a household's
di sposable incone, wth it anpunting to 60-70 percent. The
af orenentioned can primarily be attributed to the price hikes in
the energy costs. Any further increases in electric rates or
fuel costs wll result in fuel and electricity becom ng
unaf f or dabl e. He related that recent energy studies conducted
by Nuvista Light and Power 2002 and 2004 have illustrated that
| oner income residents devote |arger anounts of their disposable
income to energy and use | ess.

MR. CHARLES then related that the unenploynent rates in the
Bet hel and Wade Hanpton census districts currently range from
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16. 6- 22. 8. However, the jobless rate is a nore significant and
rel evant indicator of the economc condition in the region. In
the Bethel and Wade Hanpton districts the jobless rate is 38.5
percent and 43.3 percent, respectively. The nedian income in
the Bethel census district is about $45,200, which anpbunts to an
average nonthly income of about $2,700. In the Wade Hanpton
census district the nmedian income is about $36,600, which
amounts to an average nonthly inconme in the anmpunt of $1,750.
He then noted that the fish income in the [Kuskokwi n] area
doesn’t provide much incone for the year. |In the Kuskokwi m area
about 500,000 salmon were caught, which anpbunts to about $1.5
mllion and about $3,200 per permt holder. He rem nded the
commttee that in 2007 there wasn’'t much of a fishery, save a
coupl e of coho fishing periods that provided about $300,000 for
the entire region. The Yukon didn’t have a summer chum Ki ng
salnmon fishery, but did have a fall chum coho fishery that
caught 312,513 salnon by 444 permt holders. The aforenentioned
totaled about $1.4 mllion and broke down to about $3,000 per

permt hol der. Conparing the aforenmentioned income to fuel,
electric, and food costs, one can see that |ower inconme people
can’t afford many groceries and have to use |ess energy. He
opined that this is an indicator that popul ations throughout the
region are very vulnerable to increasing energy costs.
Moreover, the region’s econony is fragile and susceptible to
further increases to fuel and electric rates. M. Charles

concluded by relating support for HB 150, specifically keeping
the eligible cost rate at $1 and continuing the PCE program

9:24:11 AM

ERIN HARRI NGTON, Staff, Representative Al an Austerman, Al aska
State Legislature, speaking on behalf of the sponsor of HB 150,
expl ai ned that the purpose of HB 150 is to perpetuate the $1.00
ceiling in order to reflect the true cost of power generation in
Alaska. Wth the continuation of the ceiling, the program wl|
continue to reflect the true costs of power generation in
Al aska. By keeping the ceiling at $1.00, the state isn't
obligated to anything during tines of |low energy prices.
However, when prices are high, the $1.00 ceiling provides power
cost equity for rural conmunities that haven't been able to
benefit from the long-term investnments in power generation
infrastructure in certain areas of the state.

9:26:11 AM

REPRESENTATI VE GARDNER i nquired as to how nuch power an average
househol d uses in rural Al aska as conpared to urban Al aska.
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M5. HARRI NGTON expl ai ned that PCE covers the first 500 kWwh in a
residential area. Typical power usage in rural areas is around
500 kWh per household, but it's a bit higher for urban areas
where the electrical usage is closer to 700 kW.

9:27:13 AM

CO CHAI R HERRON, upon determ ning no one else wished to testify,
cl osed public testinony.

9:27:18 AM
COCHAIR MUNOZ noved to report HB 150 out of commttee wth

i ndi vidual recomrendations and the acconpanying fiscal notes.
There being no objection, it was so ordered.

HB 156- ALLON NG CERTAI N LANDFI LL FEE WAI VERS

9:27:44 AM

CO CHAI R HERRON announced that the final order of business would
be HOUSE BILL NO 156, "An Act relating to nmunicipal fees
charged for disposal of waste material from the substantial
rehabilitation, renovation, denolition, renoval, or replacenent
of a structure on deteriorated property.”

9:27:53 AM

REPRESENTATI VE BOB LYNN, Al aska State Legislature, speaking as
the sponsor of HB 161, explained that the legislation permts
muni ci palities to waive dunping fees, tipping fees, for material
taken to nmunicipal landfills from deteriorated properties. The
af orenenti oned doesn’t cost the state anything. Furthernore, it
can nmake it economcally feasible to renovate deteriorating
properties.

9: 30: 06 AM

KATHRYN DODGE, Econom c Devel opnent Specialist, Fairbanks North
Star Borough; Director, Al aska Regional Devel opnent Organization
(ARDOR), said that she was sure that each |egislator could think
of a deteriorated property in their comunity that they would
desire to be redevel oped. She said she was equally certain that
| egi sl ators recogni ze the value of renovating and rehabilitating
the deteriorated property. Ms. Dodge pointed out that adoption
of this change requires assenbly approval, and therefore public
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cooment wll be taken on the value of granting waivers to
deteriorated properties, presumably for each waiver considered.
Therefore, Ms. Dodge encouraged the commttee to support HB 156.

9:31:40 AM

MARK MARLOW Principal, Marlow Corporation, opined that HB 156
woul d provide |ocal governments another tool wth regard to
econom ¢ devel opnent and urban renewal. Every property eligible
woul d have to go through a local public process per AS 29.45 to
identify and determne which properties neet the eligibility
requirenents to be designated as deteriorated. He encouraged
the conmttee's favorable vote for HB 156.

9: 32: 50 AM
CO CHAIR HERRON i nquired as to why HB 156 is necessary.

MR. MARLOW related his understanding that wthout HB 156
extending the waiver to a property designated as deteriorated
may raise a constitutional challenge with regard to a |ocal
governnent’s ability to extend the benefit to address the
mtigation of blight based on an equal protection clause. This
| egi sl ation defines deteriorated property as a class of property
rat her than an individual project and provides |ocal governnents
that own a landfill the authority to extend the aforenentioned
benefit to help with econom c developnent and mtigation of
bl i ght.

9:34:39 AM

COCHAIR HERRON posed an exanmple in which there was a
deteriorated 1,200 square feet hone, and inquired as to how nuch
nmoney that woul d be.

MR. MARLOW pointed out that a small honme of 1,200 square feet
woul dn't nmeet the eligibility requirenents of AS 29.45. To be
considered deteriorated the building would have to be at | east
an 8-plex, at least 15 years of age, or a commercial property,
he recall ed. He expl ained that the actual anount of noney [in
terms of waived tipping fees] would depend largely on the size
of the property because tipping fees are a function of weight.

9:35:48 AM
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REPRESENTATI VE LYNN, in closing, characterized HB 156 as good
public policy, and therefore he requested the commttee' s
favor abl e consi derati on.

9:35:54 AM

CO CHAI R HERRON, upon determi ning no one else wished to testify,
cl osed public testinony.

9:36: 03 AM

REPRESENTATI VE KELLER noved to report HB 156 out of comittee
wi th individual recomendations and the acconpanying zero fiscal
note. There being no objection, it was so ordered.

9:36: 33 AM

ADJ QURNVENT

There being no further business before the commttee, the House

Community and Regional Affairs Standing Commttee neeting was
adj ourned at 9:36 a.m
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