SENATE FI NANCE COWM TTEE
April 15, 2010
2:04 p.m

2:04:37 PM

CALL TO ORDER

Co- Chair Stednan called the Senate Finance Committee
nmeeting to order at 2:04 p. m

VEMBERS PRESENT

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

Senat or Denni s Egan

Senat or Donny O son

Senat or Joe Thomas

VEMBERS ABSENT

None

ALSO PRESENT

Representative Bill Stoltze; Deven Mtchell, Executive
Director, Al aska Minicipal Bond Bank Authority, Departnent
of Revenue; Representative Mke Chenault; Senator Lesil
McQui re; Tom Wi ght, Staff, M ke Chenaul t; Bar bar a
Tuckness, Director of Governor and Legislative Affairs,
Teansters Union; Harold Heinze, CEO Al aska Natural Gas
Aut hority; Dan Fauske, Al aska Housing Finance Corporation;
John  Binkly, Chai r man, Alaska Railroad Association;
Representati ve Joul e, Sponsor ; Liz Cl enent , Staff,
Representative Bob Herron; Pat Davi dson, Legi sl ative
Auditor, Legislative Audit D vision, Legislative Affairs
Agency; Representative Mark Neuman; Representative Tamm e
W | son.

PRESENT VI A TELECONFERENCE

Mead Treadwell, U. S. Arctic Research Comm ssi on.

SUMVARY
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HB 294- USE, REGULATI ON, AND OPERATI ON OF BOATS

HB 294 was HEARD and HELD in Conmmittee for further
consi derati on.

HB 342- EXTEND BOARD OF REAL ESTATE APPRAI SERS

HB 342 was HEARD and HELD in Commttee for further
consi derati on.

HB 369-1 N- STATE PI PELI NE/ MANAGER/ TEAM

HB 369 was HEARD and HELD in Commttee for further
consi derati on.

HB 376- EXTEND BD OF PSYCHOLOGQ ST & PSYCH. ASSOC.

HB 376 was HEARD and HELD in Conmmttee for further
consi derati on.

HB 424- G O. BONDS: EDUC. / LI BRARY/ RESEARCH FACI L.

HB 424 was HEARD and HELD in Conmmittee for further
consi derati on.

HCR 22- ALASKA NORTHERN WATERS TASK FORCE

HCR 22 was heard and HELD in Conmmittee for further
consi derati on.

#hb424
CS FOR HOUSE BILL NO. 424(FIN) am

"An Act providing for and relating to the issuance of
general obligation bonds for the purpose of paying the
cost of design and construction of |ibrary, education,
and educational research facilities; and providing for
an effective date."

2: 05: 02 PM

Co-Chair Stedman introduced HB 424.
REPRESENTATI VE BILL STOLTZE explained that HB 424 allows

for Alaskans to vote on a Ceneral oligation (GO Bond
package totaling $397,200,000 for statew de education and
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educational research facilities. He stated that HB 424 is
simlar to other bond options presented for rural schools
and school debt reinbursenent. The proposed plan wll
utilize Build Anerica Bonds. This approach will address the
state's essential education needs. He commented on the
Kasayulie school litigation and the noral inperative to
fund rural school s.

2:11: 29 PM

Representative Stoltze comented that Devin Mtchell was
avai |l abl e from the Departnent of Revenue (DOR).

Co-Chair Stedman asked about the fall election and its
influence on the legislation. Co-Chair Stoltze replied that
the constitution directs that bond proposals appear in the
general election. He believed that pledging the faith and
credit of Al askans warranted a general election vote.

Senator Thomas agreed that a general election brings the
greatest nunber of voters, yet wondered if a special
el ection m ght qualify.

Co-Chair Stedman requested a general overview of the
bondi ng nmechani sm

2:14: 53 PM

DEVEN M TCHELL, EXECUTIVE DI RECTOR, ALASKA MJN Cl PAL BOND
BANK AUTHORI TY, DEPARTMENT OF REVENUE explained that the
state conpiled a series of |egal docunents that obligate
Al aska's full faith in taxing authority subject to approval
of the legislation in concurrence from Al askan voters. He
noted that the current market is best received for GO bond
propositions as the timng is good. He inforned that the
state normally sells bonds through a less flexible
conpetitive process whereby an underwiter is selected upon
the date of sale. The common practice limts the ability to
structure debt service.

2:17:20 PM

Representati ve Stoltze clarified t hat hi s previ ous
assunption regarding bond proposals and the (general
el ection may be incorrect.

Senator Huggi ns expressed appreciation for Representative
Stoltze
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Senator O son echoed the comments of Senator Huggins. He
asked if another bond package with the sane agenda exi sted.

Representative Stoltze responded that the excellent bond
rates of seven percent wll reduce the overall cost for
Al askans. He stated that the bill may provide the nmechani sm
with optimal timng. He stated that the approach was
appropriate for the current market.

2:20: 37 PM

M. Mtchell <clarified that an allocation of qualified
school construction bonds to the state in 2009 and 2010 can
now be issued as direct subsidy bonds.

Co- Chair Stedman understood that the three schools would be
exenpt from interest cost. M. Mtchell agreed that up to
$57 mllion in bond debt is exenpt frominterest.

Representative Stoltze included the M. Edgeconbe facility
and the Juneau State Archives and Museum in the HB 424
project |ist.

Co-Chair Stedman pointed out one fiscal note from DOR for
$10 thousand in general funds to cover the cost of public
notice requirenents. The debt service of approximtely $30
mllion would be collected from the operating account. In
the event of a deficit due to decline in oil price, the
general fund would fall back on the savings.

M. Mtchell pointed out that an interest expense paynent
in FY1l would be expected. He agreed that a catch all
appropriation exists in the operating budget for GO debt
service, but the departnment would anmend their fiscal note
to satisfy the conservative requirenents of the market.

2:24: 13 PM

HB 424 was HEARD and HELD in Commttee for further
consi derati on.

#hb369
CS FOR HOUSE BILL NO. 369(FIN) am

"An Act relating to an in-state natural gas pipeline,
the office of in-state gasline project manager, and
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the Joint In-State Gasline Devel opnment Team requiring
the developnment of an in-state natural gas pipeline
plan, to be delivered to the legislature by July 1,
2011, that provides for a gasline that is operationa
by Decenber 31, 2015; directing the Joint In-State
Gasline Devel opnent Team to assune responsibilities
under sec. 19, ch. 14, SLA 2009; requiring expedited
review and action by state agencies or entities
relating to the in-state natural gas pipeline project;
and providing for an effective date.”

2:24: 43 PM

REPRESENTATI VE M KE CHENAULT expl ained the house bill. He
explained HB 369 forns a Joint In-state Gasline Devel opnent
Team (JI GDT). The team includes the chief executive officer
of the Al aska Housing Finance Corporation (AHFC), the chief
executive of the Alaska Railroad, the conm ssioner of the
Depart ment of Transportation and Publ i c Facilities
(DOT/ PF), the chief executive of the Alaska Natural Gas
Devel opnment Authority (ANGDA), and the in-state gasline
project coordinator. The legislation describes the duties
of the in-state gasline coordinator in statute and sets a
deadline of July 1, 2011. The project plan specifies design
and construction of the in-state gasline. The plan nust
include specifics to coordinate and facilitate the
construction, ownership, operation, and nanagenent of the
pi peline. The developnent team nust prepare plans and
desi gns necessary for construction. The route selected is
determ ned by the devel opnent team and nust be economnica

and provide gas to residents at a reasonable cost. He
continued that the legislation establishes an expedited
process for information access and cooperation anong state
entities. The bill outlines the duties of the devel opnent
team yet allows for flexibility. The bill preauthorizes
ANGDA to issue bonds for gas related prograns and projects.

2:28: 39 PM

Representative Chenault stated that the bill allows the
best opportunity for access to in-state gas. He continued
that the Cook Inlet gas supply has dw ndled and other
opportunities nust be sought. The in-state use of natura
gas will provide additional enploynent opportunities. The
bill will allow Al aska to nove forward and access a supply
for the next 100 years.

2:30: 47 PM
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Co-Chair Hoffrman requested a sectional analysis follow ng
gquestions by comm ttee nenbers.

Senator Thonmas appreciated the intent of the |egislation
although it does not address all of the pertinent energy
needs for Alaska. He appreciated the opportunity for
addi ti onal enploynent for Al askans.

Senator O son asked the approximte anount of the bond.
Representative Chenault responded $250 million is the ANGDA
portion of the bonding capacity.

Senator O son asked how the legislation conplinents the
ot her proposed in-state gasline projects such as Denali and
TransCanada. Representative Chenault responded that this
bill addresses in-state gas use. He nmintained that Al aska
cannot wait for other projects knowing that the gas supply
for the Railbelt is dw ndling.

2:34: 42 PM

Senator O son asked how other in-state gas |ine proposals
conpare to that of HB 369. Representative Chenault
responded that the HB 369 instate gas line's devel opnent
teamis given the freedom to determ ne the nobst econom cal
proj ect .

SENATOR LESIL MCGQU RE, echoed the coments nade by the

Speaker in respect to the in-state gas caucus. She
explained that energy needs were the focus. The broad
benefits of the in-state gas line were explored in an

effort to provide economic success for Al aska. She
clarified that the HB 369 project conplinents the Al aska
Gasline Inducement Act (AGA). She pointed out that wth
shal e di scoveries in the |lower 48, open season for AQ A may
not anmount to the preconceived expectations. The Denali
Project and the TransCanada projects provide available
options. She explained that the intent of the I|egislation
is to create a team of Al askans with an aggressive tine
line and directive. Decenber 15th is the first tineline.
She stated that the legislation requests that the team neet
with buyers and sellers of gas and provide a plan on July
1, 2011. Private sector partnership is an option. She
explained that the involvenent of AHFC, The Al aska
Railroad, and ANGDA provide wunique bonding authority
abilities. She stressed that the bill sponsors view the
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pipeline as a "steel highway" +that would provide an
opportunity for Alaska to progress into the next |evel of
econom ¢ devel opnent .

2:42: 05 PM

Senat or Huggi ns comrended the partnership between Senator
McGQuire and Representative Chenaul t.

Senator Ellis asked about ANGDA's role in HB 369. Senator
McGQuire responded that ANGDA is a nenber of the in-state
gas caucus along with the Al aska Railroad, DOT/PF and an
in-state gas coordinator. She pointed out a nerger drafted
in the last few pages of the bill formerly known as HB 44,
whi ch expands ANGDA's authority to nore closely reflect the
activities conducted today. The latter portion of the bil
gives ANGDA $250 million worth of bonding authority. The
| egi sl ature would review any i ssued bonds.

2:46:13 PM

TOM WRI GHT, STAFF, MKE CHANAULT, presented a sectional
anal ysi s.

COW TTEE SUBSTI TUTE FOR HOUSE BI LL 369 (FIN)

"An Act relating to an in-state natural gas pipeline,
the office of in-state gasline project manager, the
Joint In-State Gasline Devel opnment Team requiring the
devel opnent of an in-state natural gas pipeline plan

to be delivered to the legislature by July 1, 2011,
that provides for a gasline that is operational by
Decenber 31, 2015; directing the Joint In-State
Gasline Devel opnent Team to assune responsibilities
under sec. 19, ch. 14, SLA 2009; requiring expedited
review and action by state agencies or entities
relating to the in-state natural gas pipeline project;
and providing for an effective date.”

(Changes in the House Finance version from the
Resources Conmittee Substitute are highlighted and
underl i ned.)

Section 1: Adds a new chapter, Chapter 34: In-State
natural Gas Pipeline, to AS 38, Public Land.

Sec. 38.34.010. In-state gasline project manager. (a)
Creates the position of in-state gasline project
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manager within the governor’'s Ofice. This position
will continue until one year after comer ci al
operation of the in-state natural gas pipeline begins.
(b) The Governor appoints an individual to the
position of an in-state gasline nmanager and may be
renoved at the Governor’s discretion. (c) Describes
the duties of the in-state gasline project nanager.

Sec. 38.34.020. Expedited review and action by state
agencies or entities. (a) States that any state agency
or entity conducting and taking action relating to the

in-state gasline shall be expedited. (b) A state
agency or entity may not include in any project
certificate, right of way, perm t or ot her

aut hori zation issued to a licensee a term or condition
that is not required by law if the in-state project
manager determnes the term or condition woul d prevent
or inpair the expeditious construction and operation
or expansion of the in-state gasline. (c) A state
agency or entity my not, unless required by |aw,
anend or abrogate any certificate, right of way,
permt or other authorization issued to a licensee if
the project manager determines the action would
prevent or inpair the expeditious construction and
operation or expansion of the in-state gasline.

Sec. 38.34.030. Joint In-state Gasline Devel opnent
Team (a) Establishes the Joint In-State Gasline
Devel opnent Team in the Governor’s Ofice. The team
consists of the comm ssioner of the Departnment of
Transportation and Public Facilities or designee, the
chief executive officer of the Alaska Railroad
Corporation or designee, the chief executive officer
of the Alaska Natural Gas Devel opnent Authority, the
in-state gasline project manager and the chief
executive officer of the Alaska Housing Finance
Cor por ati on. (b) Nanes the Alaska Housing Finance
Corporation’s chief executive officer as chair. (c)
Al l ows the devel opnent team to hire staff, enter into
contracts and exercise other powers to carry out its
functions.

Sec. 38. 34. 040. Duties of the Devel opnment Team (a)
Ensure a project plan for the devel opnent of an in-
state gasline is conpleted and delivered to the
| egislature by July 1, 2011. The project plan nust
speci fy and docunent how an in-state gasline can be
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desi gned, financed, constructed and nade operational
by Decenber 31, 2015. (b) The Joint In-State Gasline
Devel opnent Team is to assune all executive authority
over and managerial responsibility for all activities
enunerated under sec. 19, ch. 14, SLA 2009, including
work previously conpleted, work in process, and work
for which noney has been encunbered but that is not
conpleted on the effective date of this subsection.
(c) Describes specific plans that are to be included
within the project plan for an in-state gasline that
will serve Fairbanks, the southcentral region of the
state, and other comunities whenever practicable,
connecting with or enhancing the existing gas pipeline
system and reaching to tidewater. (d) The
devel opnment teanis work product is to include an
analysis of alternative possible routes and select a

route t hat IS consi st ent W th t he fol |l ow ng
requirenents: (1) is the nost economcal, (2) wll
provide gas to residents at a reasonable cost, (3)
allows for connecting lines to serve industrial,

residential and wutility custonmers along the entire
route and in other regions of the state that can be
served at comercially feasible rates, (4) uses state
| and and existing state highway and railroad rights of
way to the maxi num extent feasible, (5) uses existing
hi ghway and railroad bridges, gravel pits equipnent
yards and nmintenance facilities and other existing
facilities and resources to the nmaximum extent
feasible. (e) Wth the intent that any project-rel ated
assets acquired or devel oped be available for transfer
or sale to the entity best able to conplete the
project, the developnent team is to: (1) prepare
pl ans and designs necessary for the construction of
the in-state gasline; (2) coordinate wth entities
qualified to build, own and operate the gasline; (3)
identify, apply for and obtain rights-of-way and other
permts for the project route; (4) work wth other
entities to pronote gas supply and purchase contracts
required for the project to be comercially viable;
(5) prepare cost estinmates for project design,
construction and operation to determne the project’s
feasibility and the projected cost of natural gas to
consuners; (6) coordinate with and use, to the full est
extent, possible existing work by other state agencies
and entities before contracting for new reports and
research and anal ysis; (7) determne regulatory
authority over the pipeline project and perform any
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necessary conpliance requirenents; (8) identify and
apply for, or support extension of, existing permts
for export of Alaska natural gas if that export
i nproves project economcs and will reduce the price
of natural gas to in-state consuners. (f) Any rights
to a gasline corridor obtained by a state agency under
em nent domain nay be transferred to a private entity.
(g) Describes the various aspects of the in-state
gasline project the devel opnent team nay consi der.

Sec. 38.34.050. Cooperation and access to information.
(a) States the devel opnent team may have access to a
state entity’'s information to include confidential
information that may relate to the in-state gasline or

prove useful in planning, design, construction or
operation of the gasline. Confidential information
received by the Developnent Team shall be kept
confidential. (b) Al state agencies are to cooperate

and give priority to requests for information fromthe
Devel opnent Team The Devel opnent Team is to avoid
duplicating studies, plans, and designs that have
al ready been produced or otherwi se obtained by state
entities.

Sec. 38.34.060. Conflicts of interest. (a) If a
menber of the Developnment Team acquires, owns or
controls a direct or indirect interest in property, an
organi zati on or business that mght be affected by the
in-state gasline project or other matters under
consi deration by t he Devel opnent Team  shal

i medi ately disclose the interest to the Devel opnent
Team This disclosure is part of the public record
and shall be included in the mnutes of the first
meeting of the Developnent Team held after the
di scl osure. (b) Menbers of the devel opnent team are
subject to AS 39.50 (Public Oficial Disclosure) and
AS 39.52 (Al aska Executive Branch Ethics Act).

Sec. 38.34.099. Definitions. Defines the in-state
nat ural gas pipeline and the North Sl ope.

Section 2: Amends AS 39.25.110, Exenpt service. Adds
the in-state gasline project nanager to the exenpt
service |ist.

Section 3: | medi ate effective date.
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2:53: 13 PM

Senat or Thomas asked about confidential information and the
team s admnistration of public notice where neetings are
concer ned.

M. Wight responded that the team is not exenpt from the
Open Meetings Act. The teamis allowed executive session to
di scuss finances or operations that mght have a potential
ef f ect on the state or during the discussion of
confidential information.

Co- Chair Hof frman nentioned three fiscal notes, one fromthe
governor's office for $350,700 in general funds to hire an
in-state gasline coordinator, one from DOI/PF for
$1,451,100 in general funds for right of way permtting,
and one from the DOR for $21, 340,600 in general funds for
AHFC,

M. Wight pointed out that the fiscal note from DOI/PF
does not apply as the AHFC fiscal note incorporates all
stat e agenci es.

2:55: 56 PM

BARBARA TUCKNESS, DI RECTOR OF GOVERNOR AND LEQ SLATIVE
AFFAI RS, TEAMSTERS UNION testified in support of HB 369

She pointed out t hat the bill |l acks a provision
guaranteeing that Alaskan citizens wll be enployed for
this project. She noted that the bill nmakes no nention of

trai ning. She appreciated consideration of Al askan workers
for the project.

Senator Ellis asked for a statement from M. Hei nze
regarding his role in the project.

2:59: 10 PM

HAROCLD HEI NZE, CEO, ALASKA NATURAL GAS AUTHORI TY responded
t hat ANGDA supports the legislature's direction in HB 369.
He opined that the bill provides the guidance required by
the team He enphasized that ANGDA is anenable to team
participation. He stated that he feels confortable working
under the | eadership of Dan Fauske.

Co- Chair Hof fman requested that Dan Fauske be allowed the

same opportunity to explain his role. He asked how the
position would affect his primary position wth AHFC
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DAN FAUSKE, ALASKA HOUSI NG FI NANCE CORPORATI ON, expressed
excitenment about the project opportunity. He noted that
arrangenents will be made to carry out his duties at AHFC
He spoke to the capability of his staff at AHFC. He stated
that he |ooked forward to the partnerships and team
at nosphere.

Co-Chair Hoffrman asked if the job wll deter from his
weat herization and energy efficiency duties at AHFC. M.
Fauske stated no.

3:02: 27 PM

JOHN BI NKLY, CHAI RVAN, ALASKA RAILROAD ASSOCI ATI ON echoed
the sentinments of M. Heinze and M. Fauske. He expressed
excitenment regarding participation in the project and the
t eam

Co-Chair Hoffman asked if he mssed his wrk as a
| egislator and chair of the Senate Finance Commttee. M.
Bi nkly responded that he preferred the view from the other
side of the table.

HB 369 was HEARD and HELD in Commttee for further
consi derati on.

#her 22
CS FOR HOUSE CONCURRENT RESOLUTI ON NO. 22( FI N)

Establishing and relating to the Alaska Northern
Wat ers Task Force.

3:05:13 PM

REPRESENTATI VE JOULE, SPONSOR, provided a broad overview of
the bill. Due to the Arctic's unique needs regarding
melting ice on the polar cap and the travel of freight
traffic ships. Mny opportunities for discussion exist
regarding cruise ship travel and new fisheries in the
arctic region. The Alaska Northern Wters Task Force
created by this legislation would gather information about
Arctic waters. He explained the formation of the task force
and its potential nenbers.

3:09: 05 PM
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Co- Chair Stednman noted one fiscal note fromthe |egislature
for $150 thousand in general funds to cover the cost of
travel and expert w tnesses on the task force.

3:09:43 PM

MEAD TREADWELL, CHAIR, U.S. ARCTI C RESEARCH COWM SSI ON (via
tel econference) enthusiastically offered to work with the
task force. He stated that multiple activities to structure
arctic shipping are underway. As the ocean becones nore
accessi ble, ports and harbors nmust be consi dered.

Representative Joule | ooked forward to the bill passing out
of comm ttee.

HCR 22 was heard and HELD in Commttee for further
consi derati on.

#hb376
HOUSE BILL NO. 376

"An Act extending the term nation date of the Board of
Psychol ogi st and Psychol ogi cal Associate Exam ners;
and providing for an effective date."

3:12:12 PM

LI Z  CLEMENT, STAFF, REPRESENTATI VE BOB  HERROQN, She
explained that the bill extends the sunset date of the
board of psychol ogi sts and psychol ogi cal associ ate

exam ners fromits current expiration date of June 30, 2010
to a new sunset on June 30, 2018. She described the board's
responsibilities. She noted that the representatives from
Legislative Budget and Audit (LB&) were available for
guesti ons.

Co-Chair Stednman pointed out one fiscal note from the
Department of Conmerce, Community and Econom ¢ Devel opnent
for $78,500 in receipt supported services to continue board
funding included in the FY1l operating budget.

PAT  DAVI DSON, LEG SLATI VE  AUDI TOR, LEG SLATIVE AUDI T
DI VI SI ON, LEG SLATI VE AFFAIRS  AGENCY, recomrended an
extension to June 30, 2018. She explained that the
extensi on was typical.
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HB 376 was HEARD and HELD in Commttee for further
consi derati on.

#hb294
CS FOR HOUSE BILL NO. 294(FIN)

"An Act anmending the termnation date of certain

statutes relating to the use, operati on, and
regul ation of boats, a uniform state waterway marking
system and civil liability for boat owners by

extending the termnation date by two years; providing
for an effective date by anending the effective date
of secs. 3, 5, 7, 9, 11, 14, 16, 18, 20, 23, 26, and
27, ch. 28, SLA 2000, as anended; and providing for an
effective date.”

3:17: 01 PM

REPRESENTATI VE MARK NEUMAN introduced the Al aska Boating
Safety Program and discussed the conponents of the
|l egislation. He noted that conponents of the program
include the Al aska Water Wse boating safety course, and
the Kids Don't Float program

Senator Egan appreciated the legislation and wondered why
t he extension date was not | onger.

Representati ve Neuman explained that the sunset date was
established in the finance commttee. The original version
had a sunset of 4 years.

Representative Neuman expressed appreciation for the
heari ng.

Co-Chair Stedman noted one fiscal note from the Departnent
of Natural Resources (DNR) for $200 thousand in general
funds included in the FY 11 budget.

HB 294 was HEARD and HELD in Commttee for further
consi derati on.

#hb342
HOUSE BILL NO. 342

"An Act extending the term nation date of the Board of
Certified Real Estate Appraisers; and providing for an
effective date.”
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3:21: 08 PM

REPRESENTATI VE TAMM E W LSON di scussed the |legislation and
the recomendation to extend the bill of real estate
appraisers to June 30, 2014. She explained the conposition
of the board and their duties.

Co-Chair Stedman asked about the recommendation. Ms.
Davi dson replied that concerning adm nistrative issues were
di scovered during the board review. The board was created
in an effort to increase the professional requirenents
associated with real estate appraisers. |If the board ceases
to operate in accordance wth federal gui del i nes,
significant negative inpacts in regard to participation in
federal prograns mght occur. The issues identified were
not significant individually, but the board' s I|ack of
response led to concern leading to the decision of a four
rat her than an ei ght year extension.

Senator O son asked if the admnistrative shortcom ngs and
the other errors found in the federal investigation
affected the licensees' ability to conduct business. M.
Davi dson responded no.

Co-Chair Stednman nentioned one fiscal note for $99,700 in
recei pt supported services included in the FY 11 budget.

3:25:27 PM

Representative WIson expressed appreciation for the
hearing of HB 342.

HB 342 was HEARD and HELD in Commttee for further
consi derati on.

#
ADJ OURNVENT

The neeting was adjourned at 3:25 PM
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