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HOUSE CONCURRENT RESOLUTI ON NO. 19

Urging the Al aska Industrial Devel opnent and Export Authority to
present a business case to the Alaska State Legislature that
includes a nmethod for financing, a plan to solicit proposals for
a public and private venture, and an analysis of the econonic
feasibility of a state-built and privately operated fuel storage
facility that would serve the public interest by providing
Alaskans with a reliable source of jet fuel, diesel, and
gasoline at conpetitive prices.

- MOVED HCR 19 OQUT OF COW TTEE

HOUSE BI LL NO 253

"An Act relating to the tine periods affecting certain I|iens
related to providing |abor, material, service, or equipnment to
real property, including buildings and other inprovenents."”

- MOVED HB 253 QUT OF COW TTEE
HOUSE BI LL NO. 287
"An Act relating to the adoption of the Uniform D sclainer of
Property Interests Act, and to the disclainer of property rights
under the Uniform Probate Code."

- MOVED HB 287 OUT OF COW TTEE
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HOUSE BI LL NO. 282

"An Act relating to naturopaths and to the practice
nat ur opat hy; establishing an Al aska Naturopathic Mdica

of

Boar d;

aut hori zing nedical assistance program coverage of naturopathic

services; anending the definition of 'practice of nedicine';

providing for an effective date."
- HEARD & HELD

PREVI QUS COWMM TTEE ACTI ON

BILL: HCR 19

SHORT TITLE: Al DEA REPORT ON | N- STATE FUEL STORAGE
SPONSOR(s) : REPRESENTATI VE(s) RAMRAS

01/ 27/ 10 (H READ THE FI RST Tl ME - REFERRALS

01/ 27/ 10 (H) L&C, FIN

02/ 22/ 10 (H L&C AT 3:15 PM BARNES 124

02/ 22/ 10 (H -- Meeting Postponed to 02/24/10 --
02/ 24/ 10 (H) L&C AT 3:15 PM BARNES 124

02/ 24/ 10 (H Heard & Held

02/ 24/ 10 (H M NUTE( L&C)

03/ 01/ 10 (H L&C AT 3:15 PM BARNES 124

BILL: HB 253
SHORT TI TLE. MECHANI C/ MATERI ALMEN LI ENS
SPONSOR(s): REPRESENTATI VE(s) RAMRAS

01/ 08/ 10 (H PREFI LE RELEASED 1/ 8/ 10

01/ 19/ 10 (H READ THE FIRST TIME - REFERRALS
01/ 19/ 10 (H L&C, JUD

03/ 01/ 10 (H L&C AT 3:15 PM BARNES 124

Bl LL: HB 287
SHORT TITLE: UNI FORM ACT: PROPERTY | NTEREST DI SCLAI MER
SPONSOR('s): REPRESENTATI VE(s) RAVRAS, GRUENBERG

01/ 15/ 10 (H) PREFI LE RELEASED 1/ 15/ 10

01/ 19/ 10 (H READ THE FIRST TIME - REFERRALS
01/ 19/ 10 (H) L&C, JUD

03/ 01/ 10 (H) L&C AT 3:15 PM BARNES 124

BILL: HB 282

SHORT TI TLE: NATUROPATHS
SPONSOR(s): REPRESENTATI VE(s) MUNOZ

01/ 15/ 10 (H PREFI LE RELEASED 1/ 15/ 10
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01/ 19/ 10 (H READ THE FI RST TI ME - REFERRALS
01/ 19/ 10 (H L&C, HSS, JUD, FIN

01/ 25/ 10 (H JUD REFERRAL REMOVED

03/ 01/ 10 (H L&C AT 3:15 PM BARNES 124

W TNESS REG STER

REPRESENTATI VE JAY RAMRAS

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Presented HCR 19 as prine sponsor of the
resol ution.

JEFF COCK, Director

External Affairs

Flint HIls Resources Refinery (Flint HlISs)

North Pol e, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HCR 19.

KI RK PAYNE, Vice President of Supply and Logi stics

Delta Western, Inc. (Delta Western)

Anchor age, Al aska

PCSI TI ON STATEMENT: Urged passage of HCR 19 since it is just a
st udy.

JI M HEMSATH, Deputy Director- Devel opnent

Al aska | ndustrial Devel opment & Export Authority (Al DEA)

Anchor age, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HCR 19.

TED LEONARD, Executive Director

Al aska | ndustrial Devel opment & Export Authority (Al DEA)

Anchor age, Al aska.

PCOSI TI ON STATEMENT:  Answered questions during the discussion of
HCR 19

REPRESENTATI VE JAY RAMRAS

Al aska State Legislature

Juneau, Al aska

PCOSI TI ON STATEMENT: Presented HB 253 as the prine sponsor of
the bill.

SANDRA HEMBREE, Oaner

Al aska Best Pl unbing and Heating

North Pol e, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 253.
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ROCKY PAVEY, Oaner

Rocky's Heating Service

Fai r banks, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 243.

WAYNE LONG, Owner

Wayne's Air Supply

Fai r banks, Al aska

PCSI TI ON STATEMENT:  Urged support for HB 253.

REPRESENTATI VE MAX GRUENBERG

Al aska State Legislature

Juneau Al aska

PCSI TI ON  STATEMENT: Presented HB 287 as prine sponsor and
answer ed questions during the discussion of HB 287.

TERRY THURBON, Del egate

Nati onal Conference of Commissioners on Uniform State Laws
( NCCUSL)

Juneau, Al aska

POSI TI ON STATEMENT: Testified during the discussion of HB 287.

M CHAEL KERR, Legislative Director

Uni form Law Conmi ssi on

Nati onal Conference of Comm ssioners on Uniform State Laws
( NCcusL)

Chicago, Illinois

POSI TI ON STATEMENT: Testified during the discussion of HB 287.

DAVI D SHAFTEL, Attorney

Shaftel Law O fices, PC

Anchor age, Al aska

POSI TI ON  STATEMENT: Presented the section-by-section analysis
and answered questions during the discussion of HB 287.

KENDRA KLOSTER, St aff

Represent ati ve Cathy Minoz

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Presented HB 282 on behalf of the prine
sponsor, Representative Cathy Minoz.

ACTI ON NARRATI VE

3:26:32 PM
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CHAIR KURT OLSON called the House Labor and Commerce Standing
Commttee neeting to order at 3:26 p.m Representatives Buch
Chenaul t, Hol nmes, Neuman, T. WIson, and O son were present at
the call to order. Representative Lynn arrived as the neeting
was in progress.

HCR 19- Al DEA REPORT ON | N- STATE FUEL STORAGE

3:26: 53 PM

Chair O son announced that the first order of business would be
HOUSE CONCURRENT RESCLUTI ON NO 19, Urging the Al aska Industria
Devel opnent and Export Authority to present a business case to
the Alaska State Legislature that includes a nmethod for
financing, a plan to solicit proposals for a public and private
venture, and an analysis of the economic feasibility of a state-
built and privately operated fuel storage facility that would
serve the public interest by providing Al askans with a reliable
source of jet fuel, diesel, and gasoline at conpetitive prices.

3:26: 57 PM

REPRESENTATI VE JAY RAMRAS, Al aska State Legislature, speaking as
the prine sponsor, related that M. Leonard advises that the
Al aska Industrial Devel opnent and Export Authority (AIDEA) is
viewed as a project conponent, but is acting in an advisory
capacity and as a consultant for the proposed resolution he
sponsor ed. | f the business case that is devel oped supports the
project noving forward, the AIDEA would transition to a de facto
proponent as a potential owner of the asset, seeking an entity
to operate the proposed "tank farm"™ In the event that the free
mar ket works, that the storage is devel oped, and refineries drop
prices, the third party could cover their costs and reinburse
Al DEA. M. Henmsath and Ted Leonard are available to answer
guestions on behal f of Al DEA

REPRESENTATI VE RAMRAS related that a question arose as to
whet her the proposed expansion of the Port of Anchorage, or the
"tank farnmf would conpete with the North Pole refinery. He

stated that the proposed tank storage is not a refinery. A
sinple answer is that the only thing that conpetes with a
refinery is a refinery. AIDEA is being asked to build a

business case for a fee market alternative to price gouging
| egislation that would benefit consunmers and offer a return to
AIDEA if they participate in building a business case. Thi s
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resol ution does not lead to a funding request or financing, but
just to construct a business case.

3:29:59 PM

REPRESENTATI VE BUCH asked for the inception of the proposed
proj ect resol ution.

REPRESENTATI VE RAMRAS responded that the tinefranme for the
project is unknown since AIDEA's role is to determne the

viability of the project. Several years ago the answer would
have been that the project is not viable since the storage was
not avail abl e. He elaborated that if the business case is

strong, and the Port of Anchorage is ready, that the tentative
timetable would include bonding in 2011, construction in 2012

and operational in 2013. He stated the tinmefrane is currently
undef i ned.

3:31:46 PM

REPRESENTATI VE NEUVAN assuned that the intent of this resolution
is to take advantage of the free enterprise to create storage
facilities.

REPRESENTATI VE RAMRAS answer ed yes. Two refineries, the Tesoro
Ni ki ski Refinery that produces 85 percent of +the gasoline
consuned in the state, and Flint Hlls Resources Refinery (Flint
Hills) that produces 15 percent of the gasoline. Most of the
jet aviation fuel has been produced at Flint Hlls Refinery, but
due to the recession and a slowdown in demand at the Ted Stevens
International Airport, Flint Hlls closed one of its towers and
at certain tinmes an inadequate supply of jet fuel has been
avai |l abl e. Sonme air flights have bypassed the airport or have
had to pay a premum price on the spot market for jet fuel. The
same thing is true for |owsulphur diesel, which is being
produced at the Petro Star Refinery in Valdez, but not being
produced at its North Pole Refinery. Flint Hlls may or nmay not
be in business in the next few years due to concerns previously
expressed. Consunmers do not want to spend $.90 per gallon
hi gher than the "rack fuel"™ price. That is the reason for
conpetition, and if the case can be nmade to offer liquid storage
it would be preferable to him over the price gouging
| egi sl ation, which is not noving.

CHAIR OLSON agreed that the price gouging legislation is not
novi ng.
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3:34:40 PM

REPRESENTATI VE NEUVAN recalled that the United Parcel Service
(UPS) al so brought in a barge |oad of fuel

REPRESENTATI VE RAVMRAS st ated he was unsur e.
3:35: 08 PM

REPRESENTATI VE NEUVAN confirnmed that UPS brought wup fuel to
assist with the aviation fuel shortage.

REPRESENTATI VE RAVRAS agr eed.

REPRESENTATI VE NEUMAN stated that UPS was trying to address the
concern of inadequate supplies of fuel. He thought it would be
good in the future to ask AIDEA to also consider Gas to Liquids
(GTL), which could happen in the future.

3:35:51 PM

REPRESENTATI VE RAMRAS renmar ked that he shares that conviction.
3:36: 03 PM

REPRESENTATIVE T. WLSON wondered if the |egislature should wait
for the private sector to address the issue of gas shortage.

REPRESENTATI VE RAMRAS answered that the purpose is to attract a
private sector to be the lessee, wth A DEA as the potential

| essor. He inquired as to whether she was asking whether an
entity would be willing to nmake $100 mllion investment in a
"tank farm"™ He stated that the answer would likely be borne
out during the AIDEA process, with AIDEA possibly participating
as a |ender. The idea is to bring relief to the Alaskan

consuners and honor the m ssion statenent of Al DEA

REPRESENTATIVE T. WLSON related that AIDEA' s nission specifies
that is not to conpete with the private sector.

REPRESENTATI VE RAMRAS suggested if the AIDEA was building a
busi ness case to build a conpeting refinery, he would agree with

her. However, this resolution is for tank storage and the
refineries can participate as tenants of the tank storage.
Al DEA finances hotels, too. He disclosed that he holds a

relationship with AIDEA in that regard. He recalled that AlDEA
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testified that it is to abide by own mssion statenent. He
acknow edged that he views this differently.

3:38:26 PM

REPRESENTATIVE T. WLSON posed a scenario in which the proposed
project is built. If so, outside firnms would provide gasoline
or jet fuel, but would not pay the costs Flint HIlls nust pay
since it does not have natural gas to use as an operating fuel
She suggested that the outcone would result in cheaper fuel
until facilities such as Flint HIls are put out of business.
She asked what woul d happen to prices.

REPRENTATI VE RAMRAS responded that he is not dealing wth
hypot hetical situations, but wants to address a statew de
perspective. He stated that he is not "a big fan of the price-
gougi ng legislation" that has noved through the legislature for
t he past 18 nont hs. He stated that allowing the free market to
work can create an alternative to refineries that brings a |ower

cost fuel into Al aska. The free market can punish in-state
busi nesses, but we will not know that until the business case is
made. He stated that he is not talking about the traditiona

spread of fuel in Alaska which ranged from $.10 to $.20 per
gallon, but a $.90 per gallon price disparity in gasoline
prices. He enphasized the inportance of this legislature to
denonstrate elasticity to consider a business case. He restated
that this is not a funding request, just a request to consider
whet her the "tank farn storage is worthwhile.

3:40: 36 PM

REPRESENTATI VE CHENAULT commented that Tesoro spent $100 million
on | ow sul phur fuel so nost of the |ow sul phur fuel is produced
at the Tesoro Refinery.

REPRESENTATI VE RAMRAS stated that he stands corrected.

REPRESENTATI VE CHENAULT asked whether AIDEA is given a date to
respond.

REPRESENTATI VE RAMRAS deferred to Ted Leonard, AlIDEA, to answer
gquesti ons.

3:41: 23 PM

REPRESENTATI VE NEUMAN shared his concern about gas supplies in
Al aska. Certainly no one wants Flint HIlls to shut down,
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| eaving only one refinery to provide for Al aska's needs and to

protect our mlitary bases and mssile defense system He
characterized that as a critical issue. He surm sed that would
be a huge catastrophe. Al aska needs storage facilities to

provide for Alaska's needs if sonmething were to happen to
Al aska's refineries.

REPRESENTATI VE RAMRAS shared his concern. He related that Flint
Hll's managenent indicated to the legislature on nunerous
occasions that its refinery business is in a precarious
posi tion. He surmsed that it could close its plant with 30
days noti ce. The Ted Stevens International Airport and the
mlitary network is critical the state's econony. It would be
hel pful for the state to develop a contingency plan. He stated
that he was raised in Fairbanks and has been involved in
di scussions with Flint Hlls. He offered his belief that Al aska
will be lucky if Flint HIlls is in business in 1,000 days. He
enphasized the inportance of the state in preparing a
contingency plan. He acknowl edged that Flint Hlls is
efficient, but did not think it has nmade |ong term decisions and
conmitnents to the state. He related that he is an advocate of
Flint HIlls, and has toured the plant as well as well as others
including the Tesoro N kiski plant. He highlighted the
precarious infrastructure of the industry.

3:45:20 PM

CHAI R OLSON renmarked that AlIDEA envisioned that anyone could use
the facility.

REPRESENTATI VE RAMRAS agr eed. He elaborated that [|arge
retailers, including Fred Meyer, and Costco and others wth
unbranded gasoline could benefit. He surmsed that the rura

areas of the state would potentially benefit. The internationa
airport system nust be conpetitive so it does not |ose jet

servi ce. He said, "Again, | just conme back to the notion that
it probably is in our best interest to at l|east visit and
devel op a contingency plan, and build a business case. It is

not a funding request for Al DEA That's a battle to be fought
later, but it is an opportunity to devel op a busi ness case."

3:46: 43 PM

REPRESENTATIVE T. WLSON asked whether Flint Hlls may or may
not have the ability to make nore fuel.
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JEFF COOK, Director, External Affairs, Flint HIls Resources
Refinery (Flint Hills), stated that currently the "crude three
unit" is down. He asked to clarify sone of the comments. He
said, "W have nmet all the contractual obligations we have for
jet fuel at the Ted Stevens Anchorage International Airport and
actually have gone beyond that." He related that Flint Hlls
brought up a barge load of fuel at Thanksgiving to help. The
issue resulted as the airlines nust nomnate the jet fuel, and
the estimates were off, and they did not nom nate enough jet

fuel. The Flint Hlls refinery did not want to tie up its
wor ki ng capital by storing fuel without the demand for it. He
stated that 23,000 barrels of jet fuel was made today, and Flint
Hlls could nake 40,000 barrels per day if necessary. He
related that as the econony picks up, that Flint HIlls can
provi de nore. He offered that crude prices have hel ped, that
Flint Hlls hired six people in the past nonth, and it plans on
a $12 mllion turnaround beginning April 27, 2010. He

enphasi zed the Flint Hlls does want a long term presence, but
obviously having a cheaper fuel such as natural gas would be a
benefit. He said:

No matter what happens, we've got 720,000 barrels of
storage at the Port of Anchorage. That's not going to
go away. That's going to be available whether it is a
Delta Western, a Cowey, or sonme other private
enterprise that if the advantage and the necessity is
there, they can go out and have the ability to do the
busi ness case.

3:49:35 PM

REPRESENTATIVE T. WLSON asked what inpact that HCR 19 would
have on his busi ness.

MR. COOK answered that he was unsure of the inpact. He stated
that if it is not fully anortized and not fully operated on a
busi ness basis, it could have an advantage. However, it is hard
to tell. He stressed that if a business case is to be nuade,
t here are nunmerous conpanies that have the ability to nake it.

CHAIR OLSON asked whether Flint Hlls would use the Port of
Anchorage facility if it was built.

MR COX related that Flint Hills already has 720,000 barrels of
storage in Anchorage, a simlar anount in Fairbanks, as well as
sonme rolling cars with the Al aska Railroad Corporation so he did
not see the need in near future to use the facility.
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3:50: 39 PM

KIRK PAYNE, Vice President of Supply and Logistics, Delta
Western, Inc. (Delta Western), explained that Delta Wstern has
been serving Al aska for over 25 years, delivering fuel to places
between Kivalina and Ketchikan, which places them in many
communities throughout Al aska. He stated that although sone
fingers have been pointed at them they have had the opportunity
to work with the legislature to inprove the process. Recent |y
AlDEA and the admnistration asked Delta Wstern to develop a
white paper on the process. The franmework was based on the
Attorney General's 2008 Alaska Gasoline Pricing Investigation.
The structural characteristics of Alaska's petroleum products
mar ket contributed to unusually high prices. Thus, Delta
Western considered ways to fix the problem He offered that in
reviewi ng historical prices, the supply and denmand for petrol eum
productions was basically bal anced.

MR. PAYNE stated that in 2006, the Environnmental Protection
Agency (EPA) mandated a shift to lower-sulfur fuels, which

resulted in an inbalance in supply and demand. It resulted in a
reduction in state petrol eum  production, cl ean fuel s
essentially. The question is how to fill the gap. Currently,
the infrastructure is lacking to bring in fuel, or to store
fuel, or for refiners to sell at off-season denmand, in which
Delta Western would buy when refineries are not running at peak
demand. Thus, the idea was to build storage, find soneone to
|l ease it, obtain some market participants to store product in
the storage facilities. Delta Western believes that this
approach, sponsored by AIDEA, wll help solve sone of these
i ssues. The project provides the ability to buy product from
refineries at off-peak seasons. He urged nenbers to pass the
resolution since it is just a study. If it makes sense, the
| egi slature can discuss whether to fund the facilities. He
said, "I believe that this is a viable solution for a lot of

Al askans, a |ot of Al askan businesses, as well as comruniti es.
W're finding it harder and harder to buy in state production
and that doesn't bode well for |Iocal businesses and | ocal
conmunities."

3:54:22 PM
JIM HEMSATH, Deputy Director - Developnent, Al aska Industrial
Devel opnent & Export Authority (AIDEA), recalled a comment nade

by Representative T. WIson, wth respect to awaiting the
private sector to build this project. He suggested that she has
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identified an inportant question. Private industries, such as
Costco or Safeway, have not proceeded with this project because
they do not view the value for their conpanies. The Al DEA study
can denonstrate the business case for the private sector. Thus,
Al DEA can denonstrate to industry the opportunities for themto

be involved. Per haps soneone would becone a consolidator of
fuel needs, if any exist. The point of the proposed study is to
exam ne the questions, identify the facts, fiction, and the

overall fuel system The process of making the business case
would create a total picture for the legislature to fornulate
its deci sions.

3:56:13 PM

REPRESENTATIVE T. WLSON referred to a page in the AlDEA
handout, titled "AIDEA's Role,” which states that A DEA w |
present a business case to the Alaska State Legislature that
includes a nethod for financing a plan to solicit proposals for
a public and private venture. She asked whether the proposed
project would be conpleted only with public funding, and that
nore favorable financing would be avail able with public funding.

MR. HEMSATH said he thought his answer is yes. He el aborat ed
that part of the business case is to explore costs and
fi nanci ng. The AIDEA finances through project ownership, which
is the devel opnent project nodel. One key in an Al DEA nodel is
to find the operator of a facility. He stated that if a
business offered to invest in this project and asked for
fi nanci ng, Al DEA woul d do so.

3:57:41 PM

REPRESENTATIVE T. WLSON recalled that Fairbanks Natural Gas
asked AIDEA for help in trucking in the gas, and proposed
bi omass projects in other areas. She did not think those types
of projects would conpete with Al askan busi nesses She asked for
the reason that AIDEA is placing its efforts on a project that
she believes conpetes with private businesses instead of biomass
or other alternate energy projects.

MR. HEMSATH offered that the Fairbanks Natural Gas LNG study is
simlar in that the business approached AIDEA to explore the
viability of owning $250 mllion in facilities with part of the
anal ysis including discussions with Flint Hlls. At the tine,
due to the crude oil prices and other factors, no overriding
busi ness case existed to make that project viable. At the tine
the two major natural gas custonmers in the Fairbanks area both
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decl i ned. He related that in the event that a business case was

made to use willow, fish oil, or other biomass products, and a
busi ness case could be made to build a biomass facility, AlDEA
could be a financier and could support the project. Simlarly,

if natural gas were available froma pipeline with the potenti al
for a GIL storage facility, AIDEA could also consider the
proj ect . He related that the business case nust be nmade,
including that revenues nust be sufficient to pay AIDEA s cost
of debt and cost of service. Thus, AIDEA would consider any
projects that can do so. AIDEA's primary goals are economc
devel opnment, job growth, job retention, and diversification in
t he state.

4:00: 37 PM
REPRESENTATI VE T. WLSON asked who will pay for this study.

MR. HEMSATH responded that the prelimnary study will be funded
in part by the Departnent of Law, who is financing Econ One
t hrough the market analysis, and Al DEA would finance the cost
estimate by the engineering contractor. Thus, the proposed
project wll be an internally-funded feasibility study to
exanmine the viability of a potential project.

MR. HEMSBATH, in response to Chair O son estimated the tineline,
i ncl udi ng Econ One at approxi nately 30 days.

4:01:51 PM

TED LEONARD, Executive Director, Al aska Industrial Devel opnent &
Export Authority (AIDEA), introduced hinself.

4:02:35 PM

REPRESENTATI VE NEUMAN asked whether a Gas-to-Liquids (GIL)
proj ect would be beneficial and econom cal .

MR. LEONARD answered that in the event that an in state pipeline
is built, that a GIL facility would be one of the nmgjor
i ndustrial participants. He stated that AIDEA would be
available to provide analysis and potential funding for a
proposed GIL facility.

REPRESENTATI VE NEUMAN asked whether he could provide a "10,000
foot view'.

4:03:48 PM
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MR. HEMSATH responded that he was uncertain. The current study
provides that Econ One is analyzing the need and demand for jet
fuel. The mlitary has indicated that by 2015, it would like to
have a 50 percent synthetic fuel. This proposed tank farm could
be part of fuel st or age. However, to review the GIL
technol ogies and capital cost is beyond the AIDEA' s funding at
this tine. However, he stated that the analysis needs to be
done. In further response to Representative Neunman, he agreed
that the anal ysis needs to be done.

4:05: 07 PM

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on HCR 19.

4:05:16 PM

REPRESENTATIVE T. WLSON offered her belief that this resolution
represents direct conpetition to the private sector. Currently,

refineries are producing gas and diesel in the state. She
expressed concern that the proposal discusses bringing in fuel
from other states. This could jeopardize the Tesoro or Flint
Hlls refineries and without them the prices could increase.
She viewed this proposal as problemtic. Price gouging was
exam ned but could not be proved. This resolution would

indicate to the public that price gouging occurs in Al aska.
Utimately, the state should not conpete with private business.
If the private sector wants to invest the $100 mllion, as
Tesoro did, that would be fine, but the state should not be
i nvol ved.

4:06: 15 PM

REPRESENTATI VE RAMRAS enphasized that this resolution supports
bui l di ng a busi ness case. He pointed out that the proposed tank
farm woul d represent about 15 percent of the state's usage and
is not a cure all.

REPRESENTATI VE  T. W LSON wunderstood that this resolution
supports a study, but the state could use the funding for other
purposes such as a bullet I|ine or biomass that avoids
conpetition.

REPRESENTATI VE RAMRAS explained that residents and consuners

think $.90 per gallon over the "rack rate" in Seattle is too
much. He said, "I've never been afraid to have a discussion or
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| ook at conpetitive opportunity. Conpetition makes wus al
stronger and we can't be afraid to | ook at options. That's what
we're here for is to |l ook out for 700,000 Al askans."

REPRESENTATIVE T. WLSON agreed. However, she did not think
this proposal is responsible if the ultimte consequence wll be
for local businesses to close and Al askans ending up conpletely
dependent on the Lower 48 for necessities. She said, "Although
everything is started with just a study, |I've always found it is
better to stop it on this level than try to do it later on.™

4:08: 30 PM

CHAIR OLSON offered that he has spent considerable tine with the
DOL on two issues. One question investigated excessive pricing
and discovered that while prices were excessive, nothing illegal
transpired. What led to the DOL's office involvenent with this
as an alternative, even though it only represents 10 to 15
percent of the market, is that the proposed project could have
an inpact on gasoline prices but fuel supplies going to rura
Al aska. This could have a stabilizing effect. Wiile he
expressed mxed feelings on this resolution, he offered that it
offers the potential for a positive outcome for the overall good
of the state.

REPRESENTATIVE T. WLSON remarked that if everyone could stay in
busi ness that would be true. She rmai ntai ned her concern about
out of state businesses adversely inpacting |ocal businesses to
the extent that fuel prices for all Al askans could cost the sane
as in rural Al aska.

CHAIR OLSON related that Econ One is wthin a nonth of
conpleting its work. He recalled that the commttee has worked
extensively with Econ One in the past.

4:10: 18 PM

REPRESENTATI VE NEUMAN offered his belief that HCR 19 is exactly
the approach to address the concerns that Representative T.
Wlson has with the refineries, such as Flint Hlls and Tesoro.
Storage facilities for fuel can help reduce the dependence on
Lower 48 fuel in Western Al aska. Fuel storage woul d enhance the
ability of Alaska refineries to provide fuel for Al askans. \Wen
oil prices are low, the refineries could produce nore fuel for
storage to supply Alaska's needs for fuel. He characterized
this as a "win win situation.” He said, "I wholeheartedly
support this."
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4:12: 05 PM

REPRESENTATI VE NEUVAN noved to report HCR 19 out of comittee
with individual recomendations and the acconpanying fiscal
not es.

REPRESENTATI VE T. W LSON obj ect ed.

A roll call vote was taken. Representati ves Chenault, Lynn,
Buch, Neuman, and O son voted in favor of nobving HCR 19 out of
comittee. Representative T. Wlson voted against it.

Therefore, HCR 19 was reported out of the House Labor and
Commerce Standing Conmttee by a vote of 5-1.

4:13:20 PM
The conmmittee took an at-ease from4:13 to 4:15 p. m

HB 253- MECHANI C/ MATERI ALMEN LI ENS

4:15:59 PM

CHAI R OLSON announced that the next order of business would be,
HOUSE BILL NO 253, "An Act relating to the tine periods
affecting certain liens related to providing |abor, naterial,
service, or equipnent to real property, including buildings and
ot her inprovenents."

4:16:16 PM
REPRESENTATI VE JAY RAMRAS, Al aska State Legislature, speaking as

t he sponsor of HB 253, prefaced his presentation by stating that
those living in a diesel-dependent comunity have nore boiler

work done than those who have access to natural gas. Oten
boiler work is done in the mddle of the night after the boiler
fails during cold weather. He disclosed that his heating

contractor is Rocky's Heating, who brought forth the issue. He
par aphrased the sponsor's statement for HB 253, which read
[original punctuation provided]:

Under current |aw, contractors, material suppliers,
and service people who have not been paid by property
owner for |abor or goods have 90 days from the date of
conpletion of the work, or from the date the service
ceases, to file a lien on the property to secure
paynment of that debt. See AS 34.35.068 (a).
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House Bill 253 merely extends the tine within which to
file a lien to 120 days. This extra time wll give
contractors, material suppliers, and service people an
additional 30 days to work with property owners to
secure paynent or to negotiate a reasonable paynent
pl an between a creditor and debtor. The need for this
bill was brought to Representative Ranras’ attention
by small business owners who suggested that it usually
takes two billing cycles to discover that a property
owner may not pay his or her debt, and another billing
cycle to see if a paynment plan or other conpronmise is
wor ki ng as pl anned.

Al'l contractors and suppliers are entitled to paynent
for services and goods delivered, yet recording a lien
on property is a severe renedy that encunbers a
property owner’s interest and that can be costly for
the contractor or supplier to execute. HB 253 affords
nmore time for the parties to negotiate before this
remedy is enpl oyed.

REPRESENTATI VE BUCH thanked the sponsor for bringing this
forward

4:20: 03 PM

CHAIR COLSON, after first determining no one else wished to
testify, closed public testinony on HB 253.

4:20: 06 PM
The conmttee took an at-ease from4:20 p.m to 4:26 p. m
4:26: 52 PM

CHAI R OLSON reopened public testinony on HB 253, and apol ogi zed.
He stated that due to technical difficulties wth the
tel econference network he previously could not hear testifiers
at the Legislative Information Ofices. He noted this glitch
has been resolved and began to take public testinony.

SANDRA HEMBREE, Owner, Al aska Best Plunbing and Heating, stated
that Al aska Best Plunbing and Heating is a residentia
contractor that provides service, often to provide service on
"frozen houses” and frequently involving insurance situations.
Custoners cannot always pay at the tinme of service and as a
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courtesy to their custonmers her business would like to extend

the custonmer billing options. This is difficult due to the
current billing cycles. Sonetines, when a custoner does not pay
their bill, it is necessary to threaten custonmers with a lien or
to actually file a lien to ensure receipt of paynent. Thi s
situation is damaging to custoners and adversely affects their
relationship with custoners. This bill would allow businesses
to extend credit to custonmers for 120 days, instead of the

current 90 days, which will be hel pful.
4:29: 09 PM

ROCKY  PAVEY, Owner, Rocky's Heating Service, outlined a
situation that has arisen during the billing cycle. He stated
that in instances in which work is perfornmed for custonmers at
the beginning of the nonth, the custonmer would receive their
statenent at the end of the nonth. Many custoners believe they
have an additional 30 days to nake the paynment, but in reality
waiting 30 days places them at a tinefrane of 60 days from the

date the service was perforned. | f a custoner then experiences
unexpect ed expenses and cannot pay within the nonth they will be
del i nquent by 90 days. Liens nust be filed within a 90-day
period of service. However, filing a lien can danage the
custoner's credit hi story and creates an adversaria

relationship with the custonmer. Adding an extra 30 days to the
allowable time would extend the lien filing period to 120 days,
which could assist customers and businesses that perform

pl unbi ng and heating services. He said that 120 days would
allow himto "weed out" the good custoners, who intend to pay
their bill, from those who do not. He offered his belief that

the current tinmefrane of 90 days is sinply too short, and the
busi nesses nust either file a lien or risk not getting paid. He
strongly encouraged nenbers to support HB 253.

4:32:48 PM

VWAYNE LONG Omer, Wayne's Air Supply, stated he has been in
busi ness for 19 years. He described an instance in which he did
not file a lien, but realizes that he risks not being paid. He
urged nmenbers to support HB 253.

M5. HEMBREE asked to point out one additional circunstance that
happens. One of the instances that her conpany routinely
encounters is "frozen houses." Her conpany works w th insurance
conpani es, insurance adjusters, and nortgage conpanies to repair
the damage to the hone. She described the process, which she
said is fraught wth delays. Her business nekes the repairs
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waits for an inspection and for the inspector to send reports to
the insurance conpany, who then issues the check. Oten the
check is made payable to the lien holder, who nust then re-
i nspect the property. The entire process takes between 60 - 90
days to conplete. When the insurance conpany issues the check

to the honmeowner, her business nust wait for the paynent. She
explained that 90 days is sinply not enough to conplete this
process. Al though infrequent, in instances in which the

homeowner does not pay, her business can suffer |osses ranging
from $20,000 - $30, 000. She asked nenbers to consider this
matt er when del i berating on HB 253.

4:35:31 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 253.

4:35:44 PM

REPRESENTATI VE LYNN noved to report HB 253 out of commttee with
i ndi vidual recomrendations and the acconpanying fiscal notes.
There being no objection, HB 253 was reported from the House
Labor and Commerce Standing Comm ttee.

4:36:10 PM

The commttee took an at-ease from4:36 p.m to 4:37 p.m

HB 287- UNI FORM ACT: PROPERTY | NTEREST DI SCLAI MER

4:37:39 PM

CHAI R OLSON announced that the next order of business would be
HOUSE BILL NO. 287, "An Act relating to the adoption of the
Uniform Disclainmer of Property Interests Act, and to the
di scl aimer of property rights under the Uniform Probate Code."

4: 3745 PM

REPRESENTATI VE MAX CGRUENBERG, Al aska State Legislature, speaking
as one of the joint prine sponsors, stated that this bill wll
update the Uniform Disclainmer of Property Interests Act. A

provision in the Uniform Probate Code is repealed and is
replaced with the Act. The purpose of the Act is to set out the
rules for a disclainer, a concept that is used in probate of
estates and trusts. He related that if someone inherits noney,
or money is placed in a trust for the person, the party may
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decide not to take nmoney and suffer the tax consequences. In

that instance, the noney will go to the next person in Iline,
usually a person in the famly. He identified that this is
called a disclainmer. This bill is fairly technical and updates
or nodernizes the disclainmer. The bill has been drafted by the

Comm ssioners on Uniform State Laws. The Al aska trust attorneys
have made sone changes to conport with Alaska |aw. He suggested
one anendnent will be offered in the next comrmittee of referral,
the House Judiciary Standing Conmttee. He referred to page 4,
lines 16-19, wll be replaced by the Uniform Acts provision. He
par aphrased from the sponsor statenent, which follows [original
punct uation provided]:

HB 287 is a conprehensive collection of rules
outlining the types of property interests eligible for
di sclaimer, the process by which property interests
may be disclained, and the effect of a disclainmer on
the interest itself.

The Uniform Disclainmer of Property Interests Act was
pronmul gated in 1999 and has already been adopted in 16
other states. There do not appear to be any reported
court cases construing this Act. There have been
several law review articles discussing the pros and
cons of the Uniform Act.

4:40: 36 PM
TERRY THURBON, Del egate, National Conference of Comm ssioners on

Uniform State Laws (NCCUSL), Juneau Al aska, clarified that she
is testifying today on behalf of the Uniform Law Conm ssi on, not

on behalf of her position with the State of Al aska. She
explained that the state sends delegates to the NCCUSL to work
on Uniform Acts, and bring back Acts for consideration. The

changes made by the sponsors and the Al aska attorneys, who are
experts in this area, have been approved by the national

organi zation, with the one exception which will be offered as an
anendnent in the House Judiciary Standing Commttee. She
related that iif the bill noves forward that it would be

consi dered substantially simlar to Uniform Act.

4:42: 29 PM

REPRESENTATI VE GRUENBERG related that the conmi ssioners of the
NCCUSL have allowed this to be considered a Uniform Act and wi ||

set out the differences between the Al aska version and the
Uni f orm Act .

HOUSE L&C COW TTEE - 20- March 1, 2010



4:43: 21 PM

M CHAEL KERR, Legislative Director, Uniform Law Conmm ssion,
Nati onal Conference of Commssioners on Uniform State Laws
(NCCUSL), thanked the commttee for hearing the bill.

4:44:10 PM

DAVI D SHAFTEL, Attorney, Shaftel Law Ofices, PC, stated that he
is an attorney and a nenber of an informal group of trust

of ficers. The language in this bill was initially introduced
several sessions ago, but the legislature did not have time to
consi der. The sanme bill was reintroduced this legislative

session, but the Alaska group has reconmended a nunber of m nor
changes, which were previously addressed, and are all acceptable
by the NCCUSL.

4: 45: 34 PM

MR. SHAFTEL provided a section-by-section analysis of HB 287, as
fol |l ows:

Section 13.70.020 is a default statute as other |aw

will supplenent this bill. This section basically
provides that if natters are not covered in the
instrunment, including the wll, trust, or other

instrument, these provisions will apply.

Section 13.70.030 covers the power to disclaim and
provi des the general rules about a disclainmer. Wen a
person disclains something, they basically say that
they do not want it. In those instances the person
woul d be treated as though he/she has predeceased the
benefactor, and it reverts to the instrunent, and the
inheritance is distributed according to directions in
the instrunent, or default rules apply.

Section 13.70.040 <covers the basic rules if a
di scl ai rer i s nmade.

Section 13.70.050 establishes rules for disclaimng
interests in jointly held property, which was an area
of controversy for many years in the tax |aw Thi s
statute helps significantly in this area.
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Section 13.70.060, allows for a disclaimer of a
survivorship interest in property held as a tenancy by
the entirety. A nunber of states have this provision,
which is limted to married coupl es.

Section 13.70.065 addresses the disclainers of
interest by trustees and when a trustee nmay disclaim

Section 13.70.070 establishes general rules for
disclaimers of a powers of appointnent, which are
often used and really neans a person may draft a wll
or trust, but the person nmay give their spouse or
child the power to nmke changes. Those powers of
appoi nt nent can be di scl ai ned.

Section 13.70.080 simlarly addresses disclainer by
t he object of a power of appointnent.

Section 13.70.090 indicates when a disclainer takes
effect if a fiduciary disclains a power held in a

fiduciary capacity. A trustee or per sona
representative wll have powers that perhaps for tax
reasons are harnful, and this allows the trustee to

di scl ai m powers.
4:49: 14 PM

MR SHAFTEL continued ©providing a section-by-section
anal ysis, by stating:

Section 13.70.100 deals wth how notice of the
disclaimer is given and [whom it should be given to

and provides helpful rules for notice. He offered
that it may be a conplex provision, but it is very
hel pful .

Section 13.70.110 pertains to when a disclainmer is
permtted or not permtted. For example, if a person
is given property and accepts the property, the person
can no longer disclaim since that nust happen prior
t o acceptance.

Section 13.70. 120 pertai ns to t ax qgual ified
di scl ai ners. The Internal Revenue Code deals
explicitly with disclainers and are often used to
correct situations and establishes a nine nonth limt,
but rel axes sone provisions.
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Section 13.70.130 relates to recording the disclainer.

Section 13.70.140 relates to the application of this
statute to existing situations.

Section 13.70.190 provi des hel pful definitions.

4:51:10 PM

MR. SHAFTEL related that considerable tine has been nmde to
consi der changes for Al aska. Speaking for his informal group,
he asked to recommend this bill for menber s’ seri ous

consideration as it wll help all Al askans.
4:51:45 PM

REPRESENTATI VE CHENAULT referred to proposed Section 13.70.030
which allows a parent to disclaimfor a child. He asked for an
exanpl e.

MR. SHAFTEL offered that a classic exanple would be a situation
in which a child wants to disclaim so the assets would then go
to the surviving parent who needs them

4:53:49 PM

REPRESENTATI VE CHENAULT suggested a grandparent |eave $1 mllion
to grandchild; by this provision would that allow the parent to
disclaimthe interest and receive the $1 mllion.

MR. SHAFTEL stated no, only if parent received the interest
then it would go to the grandchild.

REPRESENTATI VE CHENAULT expressed concern that if the noney went
to the parent the grandchild would not receive the inheritance.

4:55:17 PM

REPRESENTATI VE CHENAULT, in response to M. Shaftel, clarified
that he was not referring to the bill but to the Novenber 30

2009 letter from Shaftel Law Ofices, P.C, which was in nenbers

packets.

4:55:43 PM

HOUSE L&C COW TTEE - 23- March 1, 2010



MR. SHAFTEL then referred to page 2, lines 15-21 of HB 287
whi ch read:

(2) in the absence of a court appointed guardian a
natural guardian may disclaim on behalf of a mnor
child of the natural guardian, in whole or in part

any interest in or power over property, including the
power of appointnment, that the mnor child is to
receive solely as a result of another disclainer, but
only if the interest or power disclained by the
natural guardian does not pass to or for the benefit
of the natural guardian as a result of the disclainer.

MR. SHAFTEL explained that this nmeans the guardian can disclaim
for the mnor child, when the mnor child receives an interest
as a result of another disclainer. Most often that is the
interest of a parent. He described an instance in which this
par agraph would apply, such as when a minor child has received
an interest since soneone else, the primary beneficiary said, "I
don't want it." Usually, that person is the parent, but it
m ght be soneone el se. He described another scenario in which
he would |eave $100,000 to his brother, but if his brother
di sclains, or has predeceased him the interest would go to his
sister's mnor child. However, his sister could disclaim H s
brother may have disclainmed because he thought the inheritance
should go to Dave's wife since she needs the $100,000. Nornmally
if the brother disclainmd, the $100,000 would go to his sister's
child, but his sister, who is the natural guardian of the m nor
child could then disclaim because she believes it should go
back to Dave's surviving spouse.

4:58:22 PM

REPRESENTATI VE CHENAULT expressed concern if the parent has
disclaimer rights over their child that the parent could bypass
the child. He asked whether he is talking about two different
t hi ngs.

MR. SHAFTEL agreed that those would be two different things.
4:59:22 PM

MR. KERR commended the sponsor for bringing this forward. He
related that this set of anmendnents is largely in response to

changes since the Act was first pronulgated in 1999. The
| nternal Revenue Code, Section 25.18 clarified the rules for a
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gqualified disclainmer and these anendnents ensure that "people
don't get trapped."” He urged approval of HB 287.

5:00: 27 PM

REPRESENTATI VE GRUENBERG referred to the I|anguage on page 2,
lines 15-25, and to Representative Chenault's question. He
asked whether this I|anguage was provided by the Alaskan
attorneys reviewing the suggested updates to the Uniform Act,
but is not in the Uniform Act.

MR. KERR agreed that is correct.

MR. KERR, in response to Representative Guenberg, agreed that
the Uniform Law Conmm ssion does not have any objection to the
change. He referred to the top of page 4 of the bill, and
stated this language is only applicable when it is the result of
anot her disclainmer. So this answers the earlier question, which
asked whether "this is two different situations.” It is not as
t hough the parent can disclaim on behalf of the child and then
receive the inheritance or interest. Because of that and since
the term "natural guardian" conmes from Al askan practice, the ULC
does not envision a problem

5:02:19 PM

REPRESENTATI VE GRUENBERG poi nted out that a natural guardian has
a fiduciary duty to the child and cannot steal from the child.
Thus, if the guardian is msusing the trust, the child would be
able to maintain a cause of action against the natural guardian,
which is the protection for the child.

MR. SHAFTEL answered yes, that was his understandi ng.
5:02: 56 PM

CHAIR COLSON, after first determining no one else wshed to
testify, closed public testinony on HB 287.

5:03: 07 PM

REPRESENTATI VE CHENAULT asked for a layman's definition of a
nat ural guardi an

REPRESENTATI VE GRUENBERG believed that the rules to determ ne

who is the natural guardian of a child are |ocated on page 2,
lines 22-31, and page 3, lines 1-7.
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5:04: 22 PM

REPRESENTATI VE CHENAULT asked whether that also would apply to
adopti on.

REPRESENTATI VE GRUENBERG stated that if a person adopts a child
that person, he/she beconmes the legal nother and father. He
referred to Page 2, lines 24-25 of HB 287, and clarified that
the |l egal nother and father would be the birth nother and father
or an adoptive nother and father. In further response to
Representative Chenault, he pointed out that the provisions that
apply are contained in the adoption code, which states that the
effect of the adoption decree is to provide all the rights and
responsibilities of a birth parent.

5:05: 57 PM

REPRESENTATIVE T. WLSON noved to report HB 287 out of committee
with individual recomrendations and the acconpanying fiscal
not es. There being no objection, HB 287 was reported from the
House Labor and Commerce Standing Comm ttee.

5:06: 46 PM

The committee took an at-ease from5:06 p.m to 5:08 p. m

HB 282- NATUROPATHS

5:08:18 PM

CHAI R OLSON announced that the final order of business would be
HOUSE BILL NO 282, "An Act relating to naturopaths and to the
practice of naturopathy; establishing an Al aska Naturopathic
Medi cal Board; authorizing medical assistance program coverage
of naturopathic services; anending the definition of 'practice
of nmedicine'; and providing for an effective date."

KENDRA KLOSTER, Staff, Representative Cathy Minoz, Al aska State
Legislature, briefly presented HB 282, on behalf of the prine
sponsor, Representative Cathy Minoz. She explained that HB 282
woul d establish an Al aska Naturopathic Medical Board. She
par aphrased the sponsor st at enent which read [original
punct uati on provided]:

House Bill 282 creates a Naturopathic Medical Board
for the purpose of expanding allowed practices and
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procedures of Naturopathic Doctors (NDs) and regul ates
the practice of naturopathic nedicine. The board wl|
consi st of three naturopaths, one |licensed pharnacist,
and one public nenber. The board will work with the
D vision of Occupational Licensing to issue licenses,
and wll have authority to investigate and discipline
as required. In addition, the state wll authorize
prescription endorsenent which will be offered for the
first time for NDs who have practiced for five years;
participated in 60 hours of pharnmacology education
from an approved program and net all the requirenents
relating to admnistration and prescription of drugs

vacci nati ons, hor nmones, and nedi cal devices. The
prescription endorsenent nust be renewed every two
years. The bill mandates continuing nedical education
of 35 hours biannually, 15 of which nust be in
phar macy educati on.

Prescribing authority will give flexibility to NDs to
provi de necessary nedical treatnent to patients.
Prescription rights, which are already permtted for
advanced nurse practitioners, wll allow access to a
range of comonly prescribed nedicines that can be
used in correlation with naturopathic treatnent to
i nprove patient care.

HB 282 will align the definition of a naturopathic
physician with the U S. Departnent of Labor which
rel eased a new definition of naturopathic physician to
include job titles of “Naturopathic Doctor, Physician,
and Doctor of Naturopathic Medicine.” This 1is an
important step in recognizing NDs as qualified doctors
and primary care physicians.

Nat uropathic doctors are highly trained nedical
professionals. NDs attend a four-year postgraduate

prof essional naturopathic nedical program and are
educated in the sane basic sciences as conventional
medi cal students. Studies concentrate on holistic and
traditional approaches to therapy wth a strong
enphasis on disease prevention and optimzation of
wel | ness. Naturopathic doctors take simlar rigorous
prof essional board exans for licensure and continue
educational training each year

As Alaska continues to face shortages in the
heal thcare professions, HB 282 provides an avenue to
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help fill the gap of primary care physicians. This
bill will reasonabl y expand t he services of
nat uropaths and follow the responsibilities set forth
by the board while providing the inportant services
for keeping Al askans healt hy.

M5. KLOSTER commented that Emly Kane, Naturopathic Doctor (ND),
just brought to her attention an excerpt from the California
Bureau of Nat uropat hic  Medi ci ne, which states that t he
California Bureau contacted the |icensing agencies for each
state that allow ND s to prescribe. None of these states
reported any patient harm or disciplinary action due to an ND
prescribing nedications. In addition, these states were not
aware of any civil actions against ND s for prescribing
nmedi cat i ons.

CHAI R OLSON announced that HB 282 woul d be hel d over.

5:11: 54 PM

ADJ QURNIVENT

There being no further business before the commttee, the House

Labor and Commerce Standing Conmttee neeting was adjourned at
5:11 p. m
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