HOUSE FI NANCE COWM TTEE
March 12, 2009
8:36 a. m

8:36: 33 AM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Comm ttee neeting
to order at 8:36 a.m

VEMBERS PRESENT

Representati ve M ke Hawker, Co-Chair
Representative Bill Stoltze, Co-Chair
Representative Bill Thomas, Jr., Vice-Chair
Representative Allan Austerman
Representative Harry Crawford
Representative Anna Faircl ough
Representative Les Gara

Representati ve Reggi e Joul e

Representative Mke Kelly

Represent ati ve Wodi e Sal non

MEMBERS ABSENT

Representative Richard Foster

ALSO PRESENT

Tom Wight, Staff, Speaker of the House, M ke Chenault;
Laura Achee, Communications Director, Al aska Permanent Fund
Cor poration; Representative Max G uenberg

PRESENT VI A TELECONFERENCE

Harold C. Heinze, Chief Executive Oficer, Alaska Natural
Gas Pipeline Authority (ANGDA); Bryan Butcher, Legislative
Li ai son, Al aska Housi ng Fi nance Corporation (AHFC)

SUMVARY

HB 44
"An Act relating to investnments applicable to
energy; authorizing the Alaska Permanent Fund
Corporation to make in-state energy project
i nvest ment s; and authorizing <certain public
corporations to issue bonds for energy projects.”
HB 44 was heard and HELD in Commttee for further
consi derati on.

8.37:17 AM
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#hb44
HOUSE BI LL NO. 44

"An Act relating to investnents applicable to energy;
aut horizing the Al aska Permanent Fund Corporation to
make in-state ener gy pr oj ect i nvest ment s; and
authorizing certain public corporations to issue bonds
for energy projects.”

TOM WRI GHT, STAFF, SPEAKER OF THE HOUSE, M KE CHENAULT,
explained that HB 44 preauthorizes the Alaska Housing
Fi nance Corporation (AHFC) and the Alaska Natural Gas
Devel opnent Authority (ANGDA) to issue bonds for energy
related prograns and projects. It also gives the
| egi sl ature approval for the Permanent Fund Corporation to
invest up to $1 billion for in-state energy projects.

M. Wight explained that the bill was introduced as an
effort to address the state’'s energy needs and to help
pronote an in-state gasline. The original bill included the
Al aska Industrial Devel opnment and Export Authority, (Al DEA)
and the Al aska Energy Authority (AEA), but it was discovered
that they did not need bondi ng approval .

M. Wight continued to say that although the |egislature
has authorized a nunber of these projects through AHFC and
has nmade appropriations to ANGDA, Speaker Chenault believes
it is tinme to progress these needs to a higher |evel. In
particular, the state’s gas needs wll not wait until a
TransCanada or Denali project is conpleted around 2020.

8:39: 06 AM

Representati ve Austerman asked about Section 3 of the bill,
where AHFC is authorized to issue up to $100 nillion for
energy projects for homeowners. He wondered if that was
new. M. Wight reported that the weatherization project
and the honme energy program were established a couple years
ago.

Representative Kelly inquired if AHFC woul d need funding for
those prograns in FY10. M. Wight said no.

Representative Gara asked if the Permanent Fund Corporation
provision was still in the bill. M. Wight said it was.
Representative Gara opined that t he Per manent Fund
Corporation should be considered a “pure” investnent board
that invests when it is reasonable and prudent. He wondered

how Section 2 fits into that philosophy. M. Wight
mai ntai ned that HB 44 does not change the fact that the
Permanent Fund Corporation nust still be prudent wth
investnments. The bill allows the Corporation to invest if
they so desire. Representative Gara argued that the bill is
unnecessary if there is no change. M. Wight clarified
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that the bill would encourage the Corporation to |ook at
energy project investnents. It is up to the Corporation to
det erm ne whether or not to make the investnents.

8:41:47 AM

HAROLD C. HEINZE, CH EF EXECUTI VE OFFI CER, ALASKA NATURAL
GAS PIPELINE AUTHORITY (ANGDA), testified in support of HB
44. He informed the Committee that ANGDA, under AS 41.41

is authorized to issue bonds in support of a broad range of
projects related to North Sl ope natural gas and getting gas
to market in Al aska. He shared that ANGDA believes it has
sonething to contribute to in-state gas devel opnent and in-
state gas-powered energy and utilities that conmes from the
concepts associated wth a public/private partnership.

Most, if not all of the activities associated with gas
sources, transm ssion, and delivery systens in Al aska wll
be done by the private sector. It is clear that in the

creation of infrastructure, especially for entry |evel
projects, the availability of public-backed financing offers
the consuner potential significant |ong-term advantages in
that the interest rates involved would be ower. One mgjor
aspect of the planning is to look at facilitating the
building of pipelines, but also lowering costs to the
consuner.

M. Heinze suggested ideas related to bonding authority
that, if quickly brought forward, could result in cost-
savings to the consuner. For exanple, Fairbanks Natural Gas
has proposed building a liquid natural gas plant on the
North Slope and trucking gas to the Fairbanks area for use
in electric power and in the gas system It may be
appropriate for ANGDA to becone involved in the bonding, in
addition to Al DEA

M. Heinze described a couple of ANGDA's projects. One is a
whol esal e propane facility on the North Slope, which would
provide propane to the Fairbanks area, to the River
communities, and beyond. Bonding m ght be useful for two or
three aspects of this project in the range of $25 to $50
mllion each

M. Heinze al so spoke of the Natural Gas Supply Corporation,
a co-op that would work with the electric utility, a nmenber-
owned facility. He said that ANGDA would help finance the
project through bonds. He listed potential aspects and
costs of the project.

8:48: 45 AM

M. Heinze related that any spur line project during the
open season m ght require bonding of about $250 milli on.
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Representative Gara voiced a concern about the bonding of
| arge projects. He wondered if the legislature would have
any say after the bonding authority was given to ANGDA. M.
Hei nze reported that under current statute, ANGDA is free to
develop, initiate, and work on bonding for any of these
pur poses. Upon conpletion, | egi sl ative approval nust be
sought. In HB 44 there is a pre-authorization assunption
It does not relieve the ANGDA board of any of their
responsi bilities. He suggested that ANGDA wor ks under high
visibility and would permit a nore responsive timng on sone
of these issues. The bill is intended to denonstrate a
commtnment on the part of the legislature to noving forward
these kinds of in-state energy projects and places heavy
responsibility on the ANGDA Board in a fiduciary sense.

Representative Gara summari zed that the bill does not alter
t he prevision whereby ANGDA nust seek |egislative approval
M. Heinze reiterated that the bill represents pre-approva
by the |egislature. In response to further questioning by
Representative Gara, M. Heinze pointed out that ANGDA
already has bonding authority; the bill pre-authorizes
| egi sl ative approval.

8:52:38 AM

Representative Gara mai ntained that not all gas projects are
| ucrative. Some may prove to be nore expensive for
CONSUMers. He was concerned that the bill could be
obligating consuners to an expensive project. M. Heinze
poi nted out that the concept of bonding and selling bonds is
an excellent test of the commerciality of a proposal.
Bankers don’t buy bonds unless there is a solid project.
There is an ANGDA-rel ated statute that is clearly for the
pur pose of protecting the public interest. He assured the
Conmittee that ANGDA has defended the consuner’s interest
during past projects.

Representative Gara agreed that ANGDA has done an
outstanding job in the past.

8: 55: 00 AM

Representative Austerman asked if the pre-authorization for
$250 mllion was for all projects and if ANGDA woul d need
| egislative approval to spend nore than that anount. M .
Hei nze explained that beyond $250 million, |legislative
approval woul d be required.

Representative Kelly inquired how the good faith requirenent
relates to bond backing by ANGDA. M. Heinze understood
that ANGDA has no ability to bind the full faith and credit
of the state of Al aska. He used the financing of Bradley
Lake as an exanpl e.
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8:57:21 AM

Representative Kelly inquired about the role between ANGDA
and AEA. He gave a hypothetical exanple.

M. Heinze thought there were three realities that cone into
pl ay. He clarified that ANGDA's interest in working with
electrical utilities is strictly related to the gas supply
issue. Electric utilities are currently facing significant
pr obl ens. He stated that ANGDA believes there are sone
opportunities for a cooperative effort. Studi es indicate
that electric utilities lack credit to expand or procure a
| onger term supply. Anot her aspect is that ANGDA is a
public corporation of the state and can work easily wth
ot her agencies of the state such as AEA. He concl uded t hat
ANGDA can provide help to electric utilities “through the
gas side”.

M. Heinze spoke of the many opportunities to ensure the
interaction of public state corporations in public and
transparent ways. Each has a different focus in terns of
bondi ng. For example, AIDA tends to work wth nore
i ndustrial -type peopl e.

Representative Kelly asked what the result would be if ANGDA
and AEA conme to a Cross purpose. M. Heinze stressed that
bonds are not marketable if people can’'t make sense out of
t he choices and alternatives. Representative Kelly asked if
there was a nmechanismto address that situation. M. Heinze
explained that is no one person who |ooks at all of the
public corporations at the sane tine.

9:03:44 AM

Co- Chair Hawker assuned the gavel .

Co- Chai r Hawker noted that under the existing ANGDA statute,
ANGDA has unlimted bonding ability and requires |egislative
approval . He suggested that the bill does grant imedi ate
| egi sl ative approval for ANGDA to bond up to $250 million
for a specified list, but it is alimted segnent of ANGDA s
overall corporate authority. M. Heinze responded that the

bill is intended to all ow responsiveness on certain specific
topics that may be time-critical projects. It is a
restricted list. It does not elimnate the broader

authority granted in the original statute, which allows
bonding in amounts in excess of $250 million for a broader
array of purposes and requires | egislative approval.

9: 05: 40 AM

Co- Chair Hawker requested nore information about the limted
authority under the proposed |egislation. He thought that
the projects nentioned in M. Heinze's previous testinony
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went beyond the scope authorized under the proposed
| egi sl ation. He paraphrased from Section 4 of the bill. He
said that ANGDA is authorized to issue bonds to acquire gas
supply, to develop the Cook Inlet and Fairbanks markets, and
to plan, permt, and design gas transm ssion systens.

Co- Chair Hawker asked M. Heinze what he thought the neaning

of “develop the Cook Inlet and Fairbanks markets”. M.
Heinze clarified that it neant ®“gas narkets”. Co- Chai r
Hawker maintained that the bill does not say that. M.

Hei nze got specific and naned several ©projects: the
Fai rbanks natural gas LNG plant, which would feed the
Fai r banks market during the devel opnent stage of the |arger
pi peline; the whol esale propane facility on the North Sl ope
that would feed the Fairbanks and Interior market on an
interimbasis; the gas supply co-op, in ternms of storage.

9:08: 30 AM

Co-Chair Hawker ternmed it broad-reaching authority. He
wondered how to interpret the bill in terms of *“plan,
permt, and design gas transm ssion systens to mtigate
shortfalls and ensure energy sufficiency for Al askans”. He

concluded that the clause would Iimt ANGA to planning,
permtting, and designing transm ssion systens, and not
aut horize ANGDA to construct anything. M. Heinze clarified
that the private sector would be the builder-owner of
projects and ANGDA would be involved in the front end of the
process and in financing. He maintained that the
legislation is not intended for bonding to enable ANGDA to
beconme the owner of a project.

Co-Chair Hawker summarized that wunder this |egislation,
ANGDA can acquire a gas supply, design the system and then
hand ownership off to another entity. He inquired where the
revenue stream would be established that woul d make bondi ng
vi abl e. M. Heinze replied that the revenue stream would
come after gas conmes out of the ground, in partnership with
electric utilities, as a result of |long-termuse of the gas.
He expl ained that ANGDA would act as the financer allow ng
the wutilities a user discount through |low interest
f i nanci ng.

9:11: 52 AM

Co- Chair Hawker concluded that the only real authority added
by the bill would be to allow ANGDA to bond in order to
beconme a comopdities investor. He questioned the w sdom of
such | egislation.

M. Heinze gave an exanple of the Beluga Gas Field, which is
one-third owned by Anchorage Minicipal Light and Power, as
how ANGDA has successfully financed energy projects in the
past . He suggested that there could be simlar future
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projects; however, they nust be fundanentally sound or no
bonds wi Il ever be issued.

9:13:40 AM

Representati ve Gara wondered how Section 4 of the bill could
be rewitten. He nmaintained that not everyone who would
want to construct a pipeline has the consuner’s best
interest at heart. He wished to try to avoid a contract
that obligates the consuner to higher-priced gas. He noted
that in the current |anguage ANGDA nust consider the
consuner’s interest in two areas: energy sufficiency and
mtigating gas shortfalls. He pointed to lack of
| egi sl ative approval in the bill.

M. Heinze observed that he does not have suggestions at
this time. He countered that ANGDA has been doing work with
public/private partnerships for sonme tinme. He stressed that
ANGDA is interested in defining all the paraneters of
public/private partnerships. He enphasized that it is key
to recognize that the private sector has an inportant role
to nove forward and has different notives than the public
sector. He believed that the protection of the public
conponent is reasonably acconplished through the seven
public nmenbers of the ANGDA Board exercising their fiduciary
responsibilities. Also, nost public/private approaches are
carefully viewed by financial institutions.

9:17:19 AM

Representative Kelly referred to the G eater Rail belt Energy
and Transm ssion Corporation (GRETC) that the governor has
pr oposed. He wondered if there were too many entities
involved now in the attenpt to solve Railbelt energy
pr obl ens. He understood the need to solve energy problens
nore efficiently.

M. Heinze enphasized that ANGDA does not see any of their
actions in opposition to proposed legislation related to
formng a super-utility. He believed that there is short-
termvalue for electric utilities to work together, achieve

mar ket power, and deal wth the issue of supply. He
suggested a traditional, farnmer’s co-op organization where
menbers make decisions on services. A responsiveness is

needed that can’t be achieved through a |arger approach.
There is no requirenent for anyone to use any of the
services or bonds. He enphasized that ANGDA wants to
respond to the requests.

9:22:14 AM

Representative Kelly wvoiced concern that when too many
entities are involved, it hard to know who is in charge.
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9:23:21 AM

BRYAN BUTCHER, LEG SLATIVE LI AISON, ALASKA HOUSI NG FI NANCE

CORPORATI ON ( AHFC), gave AHFC s perspective of the bill. He
related that AHFC is fine with the [ anguage in the bill. He
agreed wth M. Wight's testinony that the bonding
authority included in the bill is not needed for FY10.

There are sufficient funds in the weatherization and hone
energy rebate prograns to nmake it through the fiscal year.

Co-Chair Hawker sunmmarized the intent of Section 4 of the

bill: AHFC would be using the noney to nmake grants for
energy efficiency |oans for honmeowners. M. Butcher said
the bill would allow AHFC to bond funds to continue the hone

energy rebate program or the weatherization program There
is also language that the dividend would be used for debt
service payments if AHFC were able to sell the bonds.

9: 26: 00 AM

Co- Chair Hawker stated that the borrowed noney woul d be used
in a manner that did not generate any form of repaynent.
The collateralization the bonding agency would be [ ooking
for would be the ability to reduce the anount of AHFC
recei pts back to the state. There would be a reduction in
nmoney used in the budgeting process. M. Butcher agreed.

Co- Chair Hawker asked M. Butcher if he believed the bill
addresses the two aforenentioned prograns, even though they
are not specifically defined in the |egislation. M.
But cher said he did.

Co- Chair Hawker requested information about the section of
the bill that relates to the Al aska Pernmanent Fund
Cor por ati on.

LAURA ACHEE, COVMUNI CATI ONS DI RECTOR, ALASKA PERVMANENT FUND
CORPORATI ON, stated that she was available to answer
guesti ons.

Co-Chair Hawker asked if the bill is in conflict wth
current statutory requirenents as they relate to the
managenent of the permanent fund. Ms. Achee thought there
was no conflict and the |anguage was clear. She rel ated
that a conversation with the sponsor clarified that the bill
is not an investnent nandate. She characterized the
| egislation as a statenent of support if the Board would
choose to go in that direction. She recalled previous
testinony where sone constituents believed the fund shoul d
be invested in the gasline and others held the opposite
view. She enphasi zed that the board makes decisions for the
best investnent of the fund.

9:29:14 AM
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Co- Chair Hawker summarized that the |anguage is perm ssive
but is not direct legislative interference with investnent
policies of the Corporation. M. Achee agreed.

Co- Chair Hawker cl osed public testinony.

Co- Chair Hawker listed the three new zero fiscal notes from
the Departnent of Revenue. He reiterated that the bil
creates authority, but no future obligations. He questioned
if the fiscal notes were truly zero notes or if they should
be indeterm nate fiscal notes.

Co- Chair Hawker requested an opinion by the state’ s debt
manager at a future neeting.

HB 44 was heard and HELD in Commttee for further
consi derati on.

9:31: 28 AM

#
ADJ OURNVENT

The neeting was adjourned at 9:31 AM
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