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SUMVARY
HB 9 | N- STATE GASLI NE DEVELOPMENT CORP

HB 9 was HEARD and HELD in commttee for
further consideration.

HB 196 BULK FUEL LQOANS/ PONER PRQJECT FUND

HB 196 was HEARD and HELD in committee for
further consideration.

HB 261 COMVERCI AL FI SHI NG ENTRY PERM T LOANS

HB 261 was HEARD and HELD in committee for
further consideration.

#hb261
HOUSE BI LL NO. 261

"An  Act relating to loans for the purchase of
commercial fishing entry permts; and providing for an
effective date.”

9:21: 04 AM

Co- Chai r Thomas MOVED to ADOPT proposed conmttee
substitute for HB 261, Wrk Draft 27-LS0968\B, (Bullard,
3/ 19/ 12) as a working docunent.

Co-Chair Stoltze OBJECTED for purpose of discussion.

JOE M CHEL, STAFF, CO CHAIR STOLTZE, reported the changes
to the work draft. He noted that three sections (Section 1,
Section 4, and Section 5, Paragraph B), were renoved from
the previous version [CSHB 261(FSH)], of the |egislation
and nothing was added. The onitted sections renoved the
provi sion that reduced the interest on the |loan two percent
below the prine rate to avoid conpetition with comerci al
banks and maintain the focus of the bill. The primry
purpose remained increasing the loan limt. The sponsor
concurred with the changes.

Co-Chair Stoltze WTHDREW t he objection. HB 261, Wrk Draft

27-LS0968\B (Bullard, 3/19/12) was adopted as a working
docunent .
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9:25:45 AM

Representati ve Edgnon expl ained that HB 261 dealt with the
Commer ci al Fishing Revolving Loan Fund Act. The program was
inplenmented in the 1980's and was designed to assist
commercial fishers. Over the years, the |egislature enacted
nodi fications to the program The statute contained six
sections and HB 261 pertained to Section B, of the act.

Section B increased the loan limt from $100,000 to
$200, 000. The provision allowed economcally disadvantaged
fishermen to purchase Ilimted entry permts that were

rising in value. He expounded that the original bill
attenpted to do nore. The earlier version offered the |oan
at two percent below the prinme rate, which was currently
5.25 percent. After discussions with the Departnent of
Conmer ce, Community and Econom c Devel opnent ( DCCED),

Division of Economc Developnent, it was decided that
interest rates were likely to rise in the future. The
interest rate provision was considered too "anbitious." The
bill was scaled back to contain only one provision; raising

the loan imt. He outlined the eligibility requirenments. A
cormercial fisher must be turned down by conventional
lending institutions or CFAB (Comrercial Fisheries and
Agricul ture Bank), proven economcally disadvantaged, and
participated in conmercial fishing for two years.

Co-Chair Stoltze wondered how CFAB was performng. He
repeatedly heard of fishers and farmers being turned down
by CFAB for |oans. Representative Edgnon answered that he
was uncertain.

Representati ve Edgnon voiced that the projected demand for
the | oan program was relatively nodest; 25 to 50 |oans. He
expected that the applicants would be younger fishers
wi t hout other nmeans to purchase a limted entry permt. The
opportunity for young fishers to obtain a permt provided
mul tiple benefits. The economc nultiplier effect for the
smal| coastal conmmunities where many of the young fishers
resi ded was potent.

Co-Chair Stoltze remarked that his district contained a
nunber of commercial fishers.

Represent ati ve Edgnon spoke to the new zero fiscal note by

DCCED. He pointed to an error in the narrative on the
second page. The second sentence referenced the interest
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reduction provision that was not included in the work
draft.

9:34: 05 AM

Representative Quttenberg questioned whether raising the
loan Iimt for young people new to a fishery was burdening
them with excessive debt. Representative Edgnon replied
that entering the fishing business was nore expensive than
ever. Limted entry permts and associated fishing costs
had skyrocketed. The higher loan availability afforded the
opportunity for new young fishers to make a living.

Representative WIson asked how many loans ended in
default. Representative Edgnon answered that historically
the default rate was very low The |oan portfolio perforned
"adm rably." The principle in the loan fund was
approximately $80 mllion. The program actually returned
funds to the Departnent of Fish and Gane (DFG .

Co-Chair Stoltze asked whether the |oan program was a true
revolving fund. Representative Edgnon responded that the
programwas a true revol ving fund.

Representative Costello asked what the costs of permts
were over the time period of the loan program
Representati ve Edgnon el aborated that permt prices varied
wi dely over tine. Speaking exclusively of salnon permts,
prices correlated to the ex-vessel price of salnon. He
related that in Bristol Bay in the early 2000's the price
of limted entry permts plunmeted to $18, 000 when sal non
prices tunbled. Bristol Bay gillnet permts were now worth
$150,000. Pernit prices raise and | ower dranatically.

Representative Costello asked what the average age of a
commercial fisher in Alaska was. Representative Edgnon
relayed that the age of the average linmted entry permt
hol der was creeping upwards. The average was 50 years of
age.

9:39:51 AM

Representative Gara asked whether a residency requirenent
applied to loan applicants. Representative Edgnon replied
that the applicant nmust clearly establish residency for a
period of two years preceding the date of the application
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and participated in comrercial fishing for two of the | ast
five years.

Representative Gara asked if a lower interest rate could be
offered to young applicants that would not cost the state
to lose noney. Representative Edgnon explained that the
current statute authorized an interest rate of two points
above prinme. There was another provision in statute that
allowed a one percent deduction if the |oan paynents were
paid on time for the first year.

Co-Chair Stoltze added that the |oan was a securitized | oan
and not a signature | oan.

Representative Neuman asked if different interest rates
were specified in statute. Representative Edgnon responded
that the loan rate was specifically tied to the prinme rate.

Representative Neuman asked whether a board had any
authority to determine the interest rate in the revolving

loan fund or i f the rate was set statutorily.
Representative Edgnon restated that the intent of the
original bill was to allow the division to deduct 2 percent

off of the prine interest rate, which was renoved in the
current version. The rules were defined in statute and set
at two percent above prine.

Representative Neuman inquired if different loan rates
applied for di fferent fisheries under the program
Representati ve Edgnon exenplified the passage of HB 20 two
years ago. The legislation authorized energy efficiency
loans to conmercial fishers at 2 percent below the prine
interest rate for energy efficient engines, generator sets,
etc.

9:45: 39 AM

WANETTA AYERS, DIVISION D RECTOR, DIVISION OF ECONOMC
DEVELOPMENT, DEPARTMENT OF COMVERCE, COVMUNI TY AND ECONOM C
DEVELOPMENT, indicated that different interest rates for
different purposes existed in statute for the Comrercial
Fishing Revolving Loan Fund. The senior |loan conmmttee
within the division cannot consider different interest
rates other than the interest rates outlined in statute.
Representative Neuman believed that a board was better
suited to set the nost applicable interest rate that
reflected the current conditions of the fishery.
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Co-Chair Stoltze asked if the l|loans could be refinanced.
Ms. Ayers replied that the interest was fixed for the term
of the loan. A re-financing option was avail abl e.

Co-Chair Thomas referenced the student |oan forgiveness
program He wondered why one profession was chosen over
another for state |oan forgiveness, especially since the
comercial fishing fleet was "graying." He asked why
$200, 000 was chosen as the loan limt when sone pernits
cost $400,000. Representative Edgnon felt that the nunber
addressed the mpjority of salnon fisheries permt costs in
the state. The anmount was set to accommobdate the nost
nunber of fishers.

Co-Chair Stoltze reiterated that the loan Ilimt was
doubling from $100, 000 to $200, 000.

9:49: 25 AM

BRUCE TWOMLEY, CHAI RVEN, COMVERCI AL FI SHERVMAN LI M TED ENTRY
COW SSI ON, addressed Representative GQ@uttenberg' s concern
that the increased loan limt mght burden new young
fishers wth too nuch debt. He explained that the
conmmi ssion nonitored the price of permts from 1980 through
2011. The price of permts reflected the anount that

fishers were willing to invest in the fishery and their
expected returns. He felt that the best neasure was the
i ndi vidual fishernmen's willingness to put their own npbney

at risk based on expectations. He reported that Bristol Bay
was the largest salnon fishery. Qut of the 32 years that
the comm ssion tracked permt prices, the average and
medi an price for a Bristol Bay gillnet permt was $100, 000
for 16 years. Currently, the price exceeded $100,000. He
felt that the $200,000 loan limt was a good estimate. The
| oan program provided rural fisher's access to credit that
otherwise was unobtainable. He was pleased that the
| egislation was introduced to increase the loan limt for
Section B loans since the price of Bristol Bay permts
exceeded the limt. He believed that the legislation was a
"concrete response” to facilitating the entry of young
Al askans into comercial fishing that was addressed in HCR
18 (Commercial Fisheries Prograns.)

Co-Chair Stoltze questioned what happened when a limted

entry permt dropped in value and the borrower defaulted.
M. Twomley responded that the Iloan program had a
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"trenmendous” success rate. In case of a foreclosure the
division was required to sell the permt. Procedural
protections existed for the fishernen under statute. Very
few loans went into foreclosure. The program was very
successful .

Co-Chair Stoltze questioned whether the fisher had enhanced
protection under statute than other debtors had. M.
Twom ey stated that was correct.

Co-Chair Thomas recalled bidding online for a repossessed
Bristol Bay gillnet permt that was forecl osed on.

Vice-chair Fairclough referred to a letter of opposition
from CFAB dated January 25, 2012 (copy on file). She asked

whet her CFAB was still in opposition or if its concerns
were addressed. Representative Edgnon replied that the
letter addressed an earlier version of the bill opposing

the interest rate reduction. He had not heard from CFAB
regardi ng the new version.

9:56:22 AM

Representative Gara related that when the state granted a
[imted entry license the recipient was able to sell it
when they stopped fishing. He felt that created an unfair
opportunity to make noney on a public resource. He asked
whet her the state changed the rules. M. Twonley responded
that free transferability still existed. He felt that the
transferability was useful to help Alaskans get limted
entry permts. If the limted entry permts were reissued
to the state the process would be accessible outside of the
state. Transferability gave Al askans a fair chance. Over
the years transfers to Al askan residents grew over non-
Al askans.

Representative Gara inquired how the current system keeps
nore permts in Alaskan comunities. M. Twom ey replied
that transferability created the opportunity for Al askan
ownership. The provisions in Article 8 of the Al aska
Constitution prohibited the state from directing the
distribution of permts. He explained that transferability
"created the opportunity" to direct permts to Al askan
communities. He highlighted that the Bristol Bay Economc
Devel opnment Cor poration oper at ed a regi onal perm t
brokerage and |oan guarantee program The |oan guarantee
program i nfl uenced where the permts went.
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Co-Chair Stoltze spoke to the constitutional aspect. The
Constitution contained non-exclusive rights to fisheries.
A constitutional amendnent adopted in 1972 allowed
exclusive rights for conservation and econom c distress. He
t hought that although not a mandate, the constitutional
anmendnent allowed anending the limted entry permt statute
to include exclusive fishery rights. He asked for
clarification. M. Twomey reported that when the state
tried to direct benefits the efforts were always reversed
in the Alaska Supreme Court wunder the equal protection
clause. He exenplified reversals of rural preference for
subsistence in tines of scarcity or local hire provisions.
He concluded that it was highly unlikely that the state
Suprene Court would concur with a program that granted
resource entitlements to particul ar comunities or
i ndi vi dual s.

Co-Chair Stoltze countered that the exclusive rights
amendnent was not a constitutional right but an allowance
within the statutory framework. He interpreted the
constitutional anendnent as, allowing for a deviation from
t he non-exclusive right but was not a guaranteed exclusive
right. M. Twonl ey agreed that an anmendnent to nodify the
l[imted entry statute could be recommended and added that
the permt was not a right but a privilege.

Co-Chair Thonmas concurred that a limted entry permt was a
privilege from the state to harvest the resource. He felt
that it did not give commercial fishers an inherent right
to block other industries from devel oping resources. The
state granted the fishers the privilege to work by naking
[imted entry permts available to purchase. He did not
want commercial fishers to limt other Al askans opportunity
to jobs in other industries through protest claimng they
have exclusive rights. He added that Al askan fishers pay 7
percent of gross inconme in raw fish tax, enhancenent tax
and a marketing fee. Al askan fishers generated the revenue
to operate the Commercial Fisheries Entry Conm ssion via
limted entry pernmt purchases and vessel |icenses fees and
even generat ed surplus funding.

Co-Chair Stoltze OPENED public testinony.

10: 04: 25 AM
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JERRY MCCUNE, UNI TED FI SHERMEN OF ALASKA spoke in support
of the legislation. He felt the bill provided a good
opportunity to support new younger entrants into the
fisheries. He identified the three ways to obtain a limted
entry permt; CFAB, Division of Econom c Devel opnent, or a
private lending institution. A private lender required
collateral. He related that groups I|like Sea Gant and
Bristol Bay Econom c Devel opnent Corporation educated young
fishers on how to repay the loans and helped them wth
financial planning. New entrants into the fisheries needed
to inplenent a business plan. Commercial fishing was a
business and a professional approach was required for
success. He furthered that permt prices were dictated by
permt availability, previous season's conditions, and fish
prices. Permit prices dropped after a bad season as quickly
as they rose with good seasons.

Representative Joule asked what ages enconpassed the
"young" denographic. Representative Edgnon thought that the
denographic was fisher's in their 20's.

M. MCune related from his experience in the Copper River
fishery that approximately 50 "young" fisher's, 20 to 30
years of age participated in the fishery. Many permts get
passed on to famly nenbers. The legislation aided new
entrants into the fishery who had to purchase the permt.

10: 09: 39 AM

Co-Chair Stoltze CLOSED public testinony.

HB 261 was HEARD and HELD in commttee for further
consi derati on.

#hb196
HOUSE BI LL 196

"An Act relating to the power project fund and to the
bulk fuel revolving loan fund; establishing a bulk
fuel loan account and making the bulk fuel |oan
account and the bulk fuel bridge |oan account separate
accounts in the bulk fuel revolving Iloan fund;
providing for technical assistance to rural borrowers
under the bulk fuel bridge loan program relating to
the admnistration and investnment of the bulk fuel
revolving loan fund by the division in the Departnent
of Commerce, Communi ty, and Econom c Devel opnent
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responsible for community and regional affairs; and
providing for an effective date."

Representative Edgnon introduced the |egislation. He
explained that the bill took two bulk fuel |oan prograns,
housed in the Departnment of Comerce, Comunity and
Econom ¢ Devel opnent (DCCED) and adm ni stered them from one
| ocati on. The Bul k Fuel Revol vi ng Loan Fund was
adm ni stered by the Alaska Energy Authority (AEA) and the
Bul k Fuel Bridge Loan Program resided in the Division of
Community and Regional Affairs. He noted that consolidating
the prograns admnistration was a recomendation in the
"Governor's Repor t on Ener gy" and from AEA The
consolidation made both prograns nore accessible for the
public. Applicants that were turned down for the revolving
loan would not have to re-apply for the bridge |oan. He
guestioned the fiscal note by the division.

Ms. Ayers reported that the Dvision of Comunity and

Regi onal Affairs ( DCRA) would perform all of t he
underwriting, and work directly with the borrowers for the
consol i dat ed | oan f und. The Di vi si on of Economi ¢

Devel opnent (DED) woul d provide | oan servi cing.

SCOIT RUBY, DI RECTOR, DIVISION OF COVWUN TY AND REG ONAL
AFFAI RS, DEPARTMENT OF COWWERCE, COVMUNITY AND ECONOM C
DEVELOPMENT (via teleconference), spoke to the new fiscal
note (FN CED 3/19/12). He determned that the cost to
adm nister the consolidated prograns would increase to
$216. 6 thousand for FY 2013 and $209.8 thousand in FY 2014.
The AEA currently adm nistered the loans at a cost of $53.6
t housand doll ars. Presently, within the division an
exi sting enployee was servicing the small nunber of bridge
| oans without charging the personnel costs to the program
The consolidated |oan program increased the workload from
adm nistering 12 to approximately 70 |oans. The division
was not able to perform the additional work wthout an
addi tional position. The division had an RSA (reinbursable
servi ces agreenent) wth t he Di vi si on of Econom ¢
Devel opnent for invoicing and |loan accounting. The DED
required and extra position to provide nore of the services
to DCRA with the increase in loans. He noted that the new
fiscal note (FN CED 3/20/2012) for DED was funded through
i nter agency receipts.

Vi ce-chair Fairclough questioned why additional funding was
needed considering the wrk was being consolidated.
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Representative Edgnon had the sane question. He indicated
that AEA had a staff position dedicated half-tine to
service the loans that would transfer to DCRA. He nentioned
confusion with the fiscal notes. He was aware of a fisca
note that appropriated a |ocal governnent specialist at a
range 17 to DCRA and an appropriation to DED for an
Accounting Tech 11. The DCRA contracted out technical
services, credit checks, and l|loan counseling with a third
party. The loans primarily helped small conmunities wth
popul ations | ess than 2000.

Vi ce-chair Fairclough asked if the state was using existing
technol ogy such as online grant applications to assist the
process. M. Ruby answered, "no." He stated that people can
downl oad the application online and nost return it by fax
for review The bulk fuel bridge loan typically responded
to energency type situations. Recently, two villages
applied because less than seven days' worth of fuel was
avai lable. The third party contractor was instrunental in
hel ping the communities with a high credit risk apply for
and manage the | oan.

10: 21: 03 AM

Vi ce-chair Fairclough remarked that DCRA planned to manage
the loans nmuch differently than AEA and still questioned
the fiscal notes.

Co- Chair Thonmas asked if the sane clients applied for the
| oan each year. He felt that the personal services request
in the fiscal note was problematic.

Vi ce-chair Fairclough believed that the use of technol ogy
via online applications, where information was recalled for
future applications could streamine the process.

Representative Gara thought that DCRA proposed "the worst
exanpl e of stream i ning." He suggest ed t hat t he
consolidation should transfer to AEA. He recommended that
AEA transfer the half time position to DED for a "net zero
cost." He argued that streanmlining created efficiencies
that required fewer personnel. He questioned the need for
nore personnel. M. Ayers responded that the chall enge was
turning one operating unit into two. The division did not
inherit 100 percent cost savings from AEA because only a
half time position was dedicated to service its portion of
the | oans. The division's workload increased from servicing
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12 accounts to 70 accounts. She stressed the need for
additional staff to sinmultaneously respond to both |oan
popul ations. Tine sensitivity was a factor in processing
the bridge loans. Oten a fuel barge was waiting to deliver
fuel

10: 25: 41 AM

Representative Edgnon responded to Representative Gara's
suggestion to transfer the consolidated |oan servicing to
AEA instead of DCRA. He elaborated that AEA was strongly
favored when the idea first came forward. The switch to
DCRA was made to utilize DCRA's seven |ocal governnent
speci al i st offices spread throughout the state. The
specialists would work with the third party contractor;
Rural Al aska Fuels. The consolidation was intended to
streanmline the process and inprove the services for the
comunity. The process was supposed to be sinplified for a
community to apply for the bulk fuel revolving loan and if
turned down the application would quickly be processed as a
bridge | oan. He remai ned perpl exed why extra personnel were
necessary. He enphasized that he did not receive a "clear
response” from the departnent and that it was not his
intent to introduce the bill with extra personnel costs.

Representative Costello asked why the choice was made to
shift the loan services to DCRA. She nentioned that the
budget process was focused on departnental m ssions. She
relayed that DCRA was the only division wth a
constitutional mandate; Article 10, Section 14, which
mandated a report on the status of communities. The m ssion
of AEA was to reduce energy costs in the state. She thought
that AEA was the nore appropriate division for the |oan
consolidation. Representative Edgnon commented that one of
the reasons that DCRA was chosen over AEA was that AEA was
taking on nore responsibilities including the Susitna
project. The prem se was that with the DCRA offices |ocated
in rural parts of the state, its capabilities were better
suited to assist smaller communities.

Representative Costello was informed that communities were
filling out an application for the first |oan process and
had to re-apply for the bridge loan from scratch if turned
down. She noted that the board for Alaska Industrial
Devel opnent and Export Authority, (AIDEA) was the sane for
AEA, which the conm ssioner of DCCED was a nenber. She
queried if the problem was ever brought to the board for
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resolution. M. Ayers believed that discussions were held.
She reiterated that the loans were tine sensitive and
required focus and responsiveness to keep the process
nmovi ng forward.

10: 31: 43 AM

Representative WIson asked for clarification on the nunber
of loans. She deduced that the increase from 12 to 70 | oans
was an actual increase of 58, which serviced the sane
communities every year. M. Ayers stated that was correct
and added that sone communities applied several tinmes a
year.

Representative WIlson felt that the division could educate
the comunities to be nore proactive and apply for the
| oans before it was an energency situation and deal wth
the communities on a nore regular basis. She concurred wth
the other commttee nenbers' <call for nore efficiency,
elimnation of repetitive paperwork for the comunities,
and questioned the need for additional staff. M. Ayers
hoped that the departnent would achieve efficiencies
t hrough consolidation of the |oan program by DCRA working
with the borrower on a nore regul ar basis.

M. Ruby revealed that the departnment was proactive in
getting the communities to apply for |loans. The departnent
inplemented a plan called "fuel watch." The departnment
contacted every bulk fuel purchaser in rural Alaska to
determ ne the status of paynents. He nentioned that 8 to 10
comunities each year apply late for various reasons.
Currently, there were 49 loans to process and sone of the
communities had to fly in fuel. Each time a comunity
needed nore fuel another |oan was necessary. Only one
approval process was required, but arrangenents for
delivery were made, invoices were processed, and repaynent
schedul es devel oped for each refill. A lot of the staff
time was spent working with the communities on cash flow
issues. Most of the work within DED was not application
oriented but appraising cash flow and devel opi ng procedures
to repay the loan. Representative Edgnon discussed the
| arger issues enbedded in the situation. Frequent turnover
of city adm nistrators and personnel in smaller comunities
was a problem The application process was conplex and
detailed financial statenments were necessary. The high cost
of fuel <created challenging circunstances and cash flow
pr obl ens.
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10: 38: 27 AM

Co- Chair Thomas OPENED public testinony.

DEL CONRAD, CEQO, RURAL  ALASKA  FUEL SERVICES (via
tel econference) testified strongly in favor of the bill. He
reported that during the first six years of the bridge |oan
program his conpany nmanaged the program The program was
initially set up as a grant. The funds were given to the
contractor under the provision that any unused funds were
returned to the state. The conpany reviewed the application
and forwarded a recommendation to the departnment. After
approval from the departnent the conpany issued a check to
the fuel vendor, issued nonthly invoices, and processed
col | ecti ons. The conpany also interfaced wth the
communities and wuld work wth them on pricing and
collection. He explained that the program was changed to a
| oan program approximately two years earlier and state
i nvol venent increased. He believed from experience that
additional staff was unnecessary. He elucidated that nuch
of his wirk wth financially distressed comunities
i nvol ved establishing a budget and pricing. He felt that
conbining the prograns elimnated duplication for both the
state and the comunities. The focus of DCRA was on
sust ai nabl e comunities and t hought t hat was t he
appropriate place to admnister the 1loans. The |ocal
government specialists were famliar with the comunities
and understood the issues to better serve economcally
di stressed conmunities in contrast to AEA that acted as a
bank.

10: 41: 58 AM

MEERA KOHLER, PRESIDENT AND CEO, ALASKA VILLAGE ELECTRIC
COOP (via teleconference), spoke in support of the
| egislation. She discussed that several years earlier
acting as a nenber of the Alaska Village of Counci

Presidents had chaired a subconmmttee on rural fuel issues.
The subconmttee had determned that the conmunities'
credit risk was the l|argest deterrent for the conmunity to
receive tinmely fuel delivery wth better pricing. She
revealed that part of the problem was the forni dable |oan
application process. She was in favor of consolidation. She
reiterated that AEA was a banking institution. She believed
DCRA was a better agency to handle the program The
division developed the inroads and relationships wth
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villages that could enable the villages to becone nore
financially sustainable. She opined that HB 196 represented
a nove in the right direction.

Co- Chair Thomas CLOSED public testinony.

HB 196 was HEARD and HELD in commttee for further
consi derati on.

10:45: 25 AM
AT EASE

10: 46: 33 AM
RECONVENED

#hb9
HOUSE BILL NO. 9

"An  Act requiring the Joint In-State Gasline
Devel opnent Team to report to the legislature
recommended changes to state law that are required to
enable or facilitate the design, financing, and
construction of an in-state natural gas pipeline so
that the in- state natural gas pipeline is operational
before 2016; and providing for an effective date.”

10:46: 48 AM

REPRESENTATI VE M KE HAWKER, DI STRICT 32, announced that the
sponsors submtted two anendnents to HB 9. He reported that
one anendnment dealt with confidentiality and the provisions
of state agencies. The other anendnent was consi derabl e and
concerned "regulatory authority under the Regulatory
Comm ssion of Al aska (RCA) for contract carrier pipelines.”

TOM WRI GHT, STAFF, REPRESENTATIVE M KE CHENAULT, briefly
synopsi zed that Amendnment 2 was requested by the Departnent
of Law (DCOL) to ensure that any information the state
obtained remained confidential. The anmendnent was a
col | aborati on bet ween t he DCL and Al aska Gasl i ne
Devel opnent Corporation (AGDC). The anendnent required the
consent of the third-party to allow AGC access to the
i nformation.

RENA DELBRI DGE, STAFF, REPRESENTATI VE M KE HAWKER expl ai ned

that the other anendnent replaced three sections in HB 9.
The anendnent would exenpt the gasline from regulatory
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oversight. The anmendnent would insert a new chapter into
the Regulatory Conmm ssion of Alaska (RCA) statutes that
indicated how the gasline was regulated wthin the
Regul atory Comm ssion of Alaska's statutory franmework for
regulating an instate gas pipeline explicitly authorized to
operate as a contract «carrier. Currently no statutes
existed to regulate a contact carrier pipeline. The
amendnent created the framework for regul ation and
"required regulation on the front end through approval of
contracts as just and reasonable provided they were entered
into at armis length, and required a special limted scope
certificate of public convenience and necessity for the
speci al pipeline."

10: 50: 53 AM

Representative Gara spoke to anmendnent 3. He highlighted
that the amendnment proposed that the gas pipeline advanced
only if it was the nost efficient project that offered the
| onest prices to Alaskan consuners. The anendnent nandated
the Alaska Natural Gas Developnment Authority (ANGDA) to
anal yze alternative projects such as determining if Cook
Inlet contained enough natural gas reserves for further
devel opnment as a stop gap until a large pipeline project
was built. He opined that a large dianmeter pipeline
produced the Ilowest price gas and generated the nost
revenue for the state. He added that another amendnent
would maintain RCA's current statutory framework. The RCA' s
process protected the consuner.

Co-Chair Stoltze announced that all of the anendnents were
post ed on BASIS for t he public's i nt erest and
partici pation.

HB 9 was HEARD and HELD in conmmittee for further
consi derati on.

#
ADJ QURNVENT

The neeting was adjourned at 10:55 a. m
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