SENATE FI NANCE COWM TTEE
April 14, 2011
9:14 a. m

9:14: 30 AM

CALL TO ORDER

Co-Chair Stednman called the Senate Finance Committee
nmeeting to order at 9:14 a.m

VEMBERS PRESENT

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

Senat or Denni s Egan

Senat or Donny d son

Senat or Joe Thonmas

VEMBERS ABSENT

None

ALSO PRESENT

Representative O son; Conrad Jackson, Chief of Staff,
Representative O son; Bob Pickett, Regulatory Comm ssion,
Al aska Chairman; Pat Davidson, D vision of Legislative
Audit; Representative M ke Hawker; Darwin Peterson, Senate
Fi nance Commttee; Ted Leonard, AIDEA; WMark Davis, Al DEA;
General Tom Kat kus, Comm ssioner Departnment of Mlitary and
Veterans Affairs.

PRESENT VI A TELECONFERENCE

Kristin Wnters, Golden Heart Utilities; Tim Smth, Skagway
Bor ough Manager; Tom Cochran, Mayor of Skagway.

SUMVARY

HB 105 SQUTHEAST STATE FOREST



HB 105 was REPORTED out of Conmittee with a "do
pass” recomendation and wth one previously
publ i shed zero fiscal note.

HB 24 EXTEND REGULATORY COWM OF ALASKA SUNSET

HB 24 was HEARD and HELD in Committee for further
consi derati on.

HB 126 BOARD EXTENSI ONS: NURSE/ DENTI ST/ BARBERS

SCSCSHB 126 was HEARD and HELD in Commttee for
further consideration.

HB 119 Al DEA: PROCUREMENT; PRQIECTS

SCSCSHB 119 was HEARD and HELD in Conmttee for
further consideration.

#hb105
HOUSE BI LL NO. 105

"An Act relating to the Southeast State Forest; and
providing for an effective date."

9:15: 03 AM

Co- Chair Stedman introduced the second hearing on HB 105.

Co-Chair Hoffman MOVED to report HB 105 out of conmttee
with individual recommendations and the acconpanying fiscal
not e(s).

There being NO OBJECTION, it was so ordered.

HB 105 was REPORTED out of Commttee with a "do pass”
recommendation and wth one previously published zero
fiscal note.

#hb24
CS FOR HOUSE BI LL NO 24(FI N

"An  Act extending the termnation date of the
Regul atory Comm ssion of Alaska; and providing for an
effective date."

9:16: 16 AM
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Co- Chair Hoffrman proposed conmittee substitute, work draft
#27-LS0173/ D, Ki r sch/ Kane, 4/ 13/ 11. Co- Chai r St edman
OBJECTED for purpose of discussion.

Co-Chair Stedman explained that the CS anended the sunset
date to June 30, 2012 and inserted intent |anguage. The
Regul atory  Conmi ssion  of Al aska (RCA) provided the
| egislature wth a proposal to reduce the statutory
tinmeline for tariff filings. He stated that he was working
with Senator Thomas to correct the problem of excessively
long tinmelines and resolve late <case filings. The
conprom se was devised to provide RCA an opportunity to
address the problem internally and report to the conmttee
in January 2012. If the committee remained unsatisfied with
t he proposal, the issue would be addressed in 2012.

Co-Chair Stednman WTHDREW his OBJECTION. There being NO
OBJECTIQN, it was so ordered. Version D was adopted.

9:17:49 AM

REPRESENTATI VE KURT OLSON i ntroduced hinmself and his staff.

CONRAD  JACKSOQN, CH EF OF STAFF, REPRESENTATI VE = OLSON,
explained the CS. The bill extends the Regulatory
Comm ssion of Alaska sunset. The CS provided a one year
extension. He felt that the Regul atory Comm ssion of Al aska
continued to serve the public interest. The Regulatory
Conmi ssion of Alaska provided continuity of utilities
bal anced with the consuner's ability to pay a reasonable
price. He stated that the Regulatory Comm ssion of Al aska's
job was to protect the public.

9:19:58 AM

Co-Chair Stedman nentioned one Senate Finance Conmittee
fiscal note reflecting the cost of $8,932,100 in program
receipts for a one year extension of the Regulatory
Comm ssion of Alaska. The funding also existed in the FY12
oper ati ng budget.

Senat or Thomas wunderstood the problem that had arisen
including the opening of docunents w thout addressing the
issue. He wished to address the issue with a plan fromthe
Regul at ory Conmi ssion of Al aska. He acknow edged that nmuch
of the issue involved consuner protection. He |ooked
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forward to better understanding and resolution of the
pr obl em

9:21: 05 AM

Senator Ellis expressed confidence in the current chair M.
Bob Pickett. He noted large inprovenent over the previous
| eader shi p.

Representative O son expressed concerns about proni ses nade
three and four years ago. He wished to correct the problens
wi t hout eradicating the Regul atory Conmm ssion of Al aska. He
expressed confidence in Chair Pickett. He hoped to bal ance
past problens with the future Regulatory Comm ssion of
Al aska.

9:22:41 AM

Senator M Cuire appreciated the clean sunset bill.

9:23:15 AM

KRI STI' N W NTERS, GOLDEN HEART UTI LI TI ES (via
tel econference), testified in support of the |egislation.
She supported the reduction of the statutory tinmeline for
rate filings. She informed that she was the director of
regul atory affairs for Gol den  Heart Uilities. She
explained that Golden Heart Uilities filed rate cases
annually beginning in 1999. She pointed out that she
continued to have increased operating, infrastructure, and
i nvestment costs wi thout a growi ng custoner base. She noted
the need to file rate cases annually. The consequences of
regulatory lag resulted from excessively long statutory
periods to resolve rate case filings. She believed that the
reasonable time for the filing of a rate case was 9 nonths
and the process in use expanded to fill the available tine.
The rate setting process in Al aska was outdated and failed
to reflect the changing nature of the utility industry or
the rapidly changing econony. She pointed out that 27
states were required to conclude rate cases in 9 nonths or
less. The lag neans that the Regulatory Conm ssion of
Al aska had not decided disputed issues prior to the
utilities filing their next rate case. Thus, subsequent
rate filings include the disputed issues, which led to nore
di sputed issues, inefficiencies, and increased cost as the
parties continued to debate the wundecided issues. The
result was high rate case costs. She urged support of the
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reduction in the statutory tineline. She advocated for the
comm ssion to issue a final order for a tariff filing that
changed the utilities revenue requirenment or rate design
from 450 days to 270 days.

9:29: 09 AM

BOB PI CKETT, REGULATORY COW SSI ON, ALASKA CHAI RVAN, spoke
about the Regulatory Comm ssion of Al aska's recent
| egislative audit. He stated that the Regulatory Commi ssion
of Alaska was at a critical point in its history and
confronted with large issues. He explained his work on a
procedural schedule offering Alaskan's the ability to
participate in solving the Regulatory Conm ssion of
Al aska's issues. Part of the responsibility of the
Regul at ory Commi ssion of Alaska was to work with the Al aska
Energy Authority (AEA) on the admnistration of the Power
Cost Equalization program (PCE). The PCE was critical to
the health of the rural communities. Sone of the rural
utilities wer e struggl i ng. Capabl e, confi dent, and
committed staff was necessary to ease the struggles. He
expressed concern with the one year extension given the
fact t hat t he Depart ment of Adm ni stration ( DOA)
classification study from last August resulted in the |oss
of 100 percent of the tariff staff. Comm ssioners and staff
woul d interpret a one year extension as a wind down of the
commi ssi on and woul d make personal decisions accordingly.

9:34: 52 AM

Co-Chair Stedman stated that he had no intent to nove the
bill fromthe conmttee. He wished to provide adequate tine
for V. Pickett to review the CS and allow for

conmmuni cati on.

Co-Chair Hof frman requested further dialog with the chairnman
regarding water and sewer rates in rural Al aska. He did not
view the one year extension as intent to wind down and
term nate the conmm ssion.

9:36:34 AM

Co-Chair Stednan concurred that there was no intention of
wi ndi ng down the Regul atory Commi ssion of Al aska.

Senator McQ@uire echoed the coments of the chairman. She
commented on the wviability of Regulatory Conm ssion of
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Al aska as discussed in years past. She conplinented M.
Pickett on his |eadership since 2008. She appreciated his
communi cation with the | awrakers.

Senator MQ@ire asked about South-central Al aska, where
many gas contracts were not approved by the Regulatory
Comm ssion of Alaska. She stated that the contracts would
have provided a healthy supply of natural gas to the Cook
Inlet. The failure to approve the contracts contributed to
the situation of "rolling blackouts.”™ She wondered about
action taken by Regulatory Comm ssion of Alaska to inprove
the situation

9:38: 57 AM

M. Pickett answered that five gas supply agreenents were
approved in the last 26 nonths. The situation was tenuous
and deteriorating during the last 10 years. He admtted
difficulty approving capital expenditures and including
them into the rate base. He intended to hold a public
nmeeting with the utilities regarding the inport of gas into
Cook Inlet. The area required a source of natural gas to
fuel the gas generation equipnent. He stated that he could
not speak to the dynam cs of past gas supply agreenents. He
noted that the role of the attorney general and interveners
must be thought of in terns of system reliability. He
stated that the Regulatory Commi ssion of Al aska was charged
to ensure just and reasonable rates for rate payers, along
with reliable utility service.

9:40: 40 AM

Senator MQuire asked if the statute nust be changed to
reflect the necessary bal ance.

M. Pickett responded that changes in the statutes lead to
conflicts. He opined that addressing the extension and
policy issues separately was a sound nethod of tackling the
probl em

Senator McCQuire asked about the issue of renewabl e energy.
She stated the strong approach for adding renewabl e energy
as a portion of the portfolio of available energy supply.
She explained that the intention was not to supplant
hydr ocar bons, but to provi de an opti on. The
"incentivization" produced results. She credited M.
Pickett with excellent comunicati on.
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9:43:19 AM

M. Pickett stated that the role of the board was to review
the power sale agreenent between the independent power
producer and the regulated utility. He nentioned that the
| egislature created an exenption for Fire Island from
certification requirenents. He noted that a power supply
agreenent for Fire Island woul d be revi ewed.

Senat or McGuire asked about a conversation bet ween
Comm ssioner Guierd and Arnstrong G| and Gas.

M. Pickett explained that he was not privy to the
conversati on. He not ed t he gr eat i npact of t he
conversati on. He admitted to reading ©part of t he
conversation transcript.

Senator MQ@iire requested a question and answer process
wi th Conm ssioner Quiard regarding the conversation. She
opined that the conversation provided a deterrent to
devel opnent in the state. She requested a witten response
regardi ng the conmi ssioner's response.

M. Pickett agreed. He informed the conmttee that the
commi ssioners on the panel worked diligently to achieve the
operating authority approved and he reported that gas is
fl ow ng through the pipeline.

9:47: 00 AM

PAT DAVI DSON, DI VI SION OF LEG SLATIVE AUDI T, expl ained that
the evaluation of the Regulatory Comm ssion of Al aska
identified no new recomendations. The division encouraged
the Regulatory Commission of Alaska to continue its
i npl enentation of the prior audit recomendati on, which was
to devel op regul ations that would enhance the transparency,
accountability, and efficiency of the decision naking
process. She stated that the Regulatory Comm ssion of
Al aska partially inplenented the reconmendation. The
portion that remained outstanding, was the work related to
devel oping regulations to establish standards for certain
aspects of discovery. The audit nade a recomendation to
extend the Regul atory Conm ssion of Al aska for eight years.
A new audit requirement states that the division of
| egi slative audit nust review the accuracy and conpl et eness
of Regul atory Conmm ssion of Alaska' s annual report every
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two years. The annual report required conpliance wth
statutory tinelines. The audit requiremnment supplenented the
sunset review | eading to the eight year recommendati on

Co-Chair Hoffman asked if the one year extension would
require an audit review

Ms. Davidson responded that when a board or commission is
extended for one year, she consulted wth the chairman of
the budget and audit comrittee to determne the type of
audit needed.

Co-Chair Hoffman asked about possible language in the
extension that deletes the requirenent for an audit.

Ms. Davi dson responded yes.

9:49:46 AM

HB 24 was HEARD and HELD in Committee for further
consi derati on.

#hb126
CS FOR HOUSE BILL NO. 126(FI N

"An Act extending the term nation dates of the Board
of Nursing, the Board of Dental Exam ners, and the
Board of Barbers and Hairdressers; and providing for
an effective date."

9:50: 24 AM

Co- Chair Hoffrman proposed conmittee substitute, work draft
#27-LS0321/E, Kirsch, 4/12/11. Co-Chair Stedman OBJECTED
for purpose of discussion.

Co- Chair Stedman explained that since the bill was terned
the omibus extension bill, the commttee added a sunset
extension for the alcohol beverage control board in Section
5. He pointed out that a new Section 4 prohibited convicted
felons fromserving on state boards or conm ssions.

Co-Chair Stednman W THDREW his OBJECTION. There being NO
OBJECTION, it was so ordered.

9:51: 29 AM
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REPRESENTATI VE M KE HAWKER st ated that SCSCSHB 126 provi ded
an effort at creating an omibus bill conbining the
reaut hori zation of various boards and comm ssions. The bill
was originally introduced with the Regulatory Comm ssion of
Al aska, which is now considered in a separate vehicle. The
omi bus bill reauthorizes the board of nursing, dental
exani ners, barbers and hairdressers, and the al cohol
beverage control board. The legislative budget and audit
division conpleted exam nations of each board. The
extensions included are for nurses, dentists and barbers
and the alcohol beverage control boards. He pointed out
that the bill's purpose was to create economes of
ef ficiencies of operations with an omnibus bill.

Co-Chair Stedman nentioned one fiscal note from the
Department of Conmerce, Community and Econom ¢ Devel opnent
showi ng the cost of extending the board of barbers, nurses,
and dental examners at $1,431,900 in receipt supported
services. Funding was in the FY12 operating budget.

Co-Chair Stednan pointed out one Senate Finance Conmittee
fiscal note for the Departnment of Public Safety for
$1,505,700 in program receipts and nental health funds to
extend the al cohol beverage control board for one year. The
funding was in the FY12 operating budget.

SCSCSHB 126 was HEARD and HELD in Commttee for further
consi derati on.

#hb119
CS FOR HOUSE BILL NO 119( EDT)

"An Act relating to the procurenent of supplies,
services, professional services, and construction for
t he Al aska | ndustri al Devel opnent and Expor t
Authority; relating to the definition of '"own' for the
econoni ¢ devel opnent account ; relating to t he
definitions of ' devel opnent project’, "plant’
"facility', and 'project' for the Al aska Industrial
Devel opnent and Export Authority; relating to the
Al aska Industrial Developnent and Export Authority
creating subsidiaries regarding projects financed
under AS 44.88.172; and providing for an effective
date."

9:54:12 AM
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Co- Chair Hoffrman proposed conmittee substitute, work draft
#27- GH1745/ E, Kirsch, 4/12/11.

Co- Chair Stedman OBJECTED for purpose of discussion.

DARW N PETERSON, SENATE FI NANCE COWM TTEE, detailed the CS.
He noted changes in Section 6 and 7, which were added to
allow a regional housing authority eligibility for grants
under the nmunicipal harbor grant program He stated that
whil e nost harbors are owned by nunicipalities, it was not
the <case in Chenega and Tatitlek where the state
transferred ownership of the local harbors to the regiona
housi ng authorities. The housing authorities were used as
a political subdivision because neither comunity was
i ncorporated. The communities were thus ineligible for the
har bor mat ching grant program w thout the statutory change.

M. Peterson nmentioned new |anguage on Page 4, Lines 17
t hrough 20, which allowed the community to use cruise ship
head tax noney and harbor transfer paynents as nmatching
funds for the nunicipal harbor grant program Section 8
added a definition for the regional housing authority in
Al aska Statutes 2960, which 1is the runicipal har bor
mat ching grants program The next change was found in
Section 10, where "Alaska Industrial Devel opnent and Export
Authority (AIDEA)" was renoved from the definition of
agency, to exenpt it from the state procurenent code. The
conformng anendnent was brought to the commttee's
attention by legislative legal services. The anendnent
conforns with Section 9 of the bill which adds AIDEA to the
list of state entities allowed to adopt their own
procurenent code. Wthout the anmendnent, the authority
could have been subject to their procurenent regulations
and the state procurenent code.

M. Peterson highlighted changes in Section 16, Page 9,
where AIDEA was given legislative approval to bond for up

to $65 nmillion for inprovement and expansion at the Skagway
Oe Termnal. The expansion was necessary to neet
envi ronnent al standards and prepare for substanti al

increases in the use of the term nal by new Yukon mnes. He
noted that Section 17 nmakes the addition of harbor transfer
paynents as eligible matching funds for the nunicipal
harbor grant programretroactive to January 1, 1993.

Co-Chair Stedman W THDREW hi s OBJECTI ON
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There being NO OBJECTION, it was so ordered.

9: 58: 48 AM

TED LEONARD, EXECUTI VE DI RECTOR, Al DEA thanked the
commttee for the opportunity to testify.

MARK DAVIS, AIDEA, stated that the bill allowed AIDEA to
advance econom ¢ devel opnent across a broad spectrum of the
econony. He pointed out the proposed anmendnent to the
Al aska Procurenent Code, which would allow Al DEA to devel op
regul ations for state procurenent. The Departnent of
Transportation and Publ i c Facilities ( DOT/ PF) and
Depart ment of Adm ni stration (DQA) supported AlIDEA's
ability to issue regulations in a method simlar to that
used by the Al aska Housing Fi nance Corporation (AHFC)

M. Davis spoke to the change allowing AIDEA to own a
percentage or all of a developnent project through a
Limted Liability Corporation (LLC) or corporation. Another
change allowed AIDEA to create a subsidiary corporation by
the board which could issue bonds or undertake debt. The
funds would be used to create projects to be sold l|ater.
The AIDEA board expressed interested in <creating the
divestiture to bring assets back into the private sector.
The bill also expanded the definition of "devel opnent
project."” Since 1993, the Alaska econony expanded
dramatically and the new definition would allow ADEA to
invest in comunications and work on community projects and
federal facilities. The bill would allow AIDEA to work on
prot otype or new technol ogy.

10: 03: 51 AM

TOM SM TH, SKAGWAY BOROUGH MANAGER (via tel econference),
testified in favor of the legislation. He stated that the
borough strongly supported the bonding authority for AlDEA
to proceed with inprovenents at the Skagway ore facility.
He clained that the funding would increase capacity and
i nprove environnental standards.

10: 05: 46 AM

TOM COCHRAN, MAYOR OF SKAGWMY (via tel econference), echoed
the testinony of Tim Smith. He stated that the bonding
package for the ore termnal would provide substantial
econom ¢ devel opnent.
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10: 06: 27 AM

GENERAL TOM KATKUS, COW SSI ONER DEPARTMENT OF M LI TARY AND
VETERANS AFFAIRS, testified in support of the |egislation.
He nentioned the portion of the bill allowing the mlitary
to have options regarding developnment of projects or
facilities. He pointed out that the mlitary construction
process was |long and tenuous. The |legislation provides
another option to support the mlitary by financing and
devel opi ng | ease agreenments with the National CGuard and the
Coast CGuard for the devel opnent of facilities.

10: 08: 12 AM

Co-Chair Stedman nentioned two zero fiscal notes, one from
Department  of Revenue the other from Departnent of
Commerce, Comrunity and Econom c Devel opnent.

M. Leonard added that the |legislation provide AlDEA
flexibility and tools to encourage greater investnment in
Al aska' s econony and resource devel opnent.

Co- Chair Hof f man asked about the new board.
M. Leonard responded that the new board provided better
perspective from the private sector and allowed for

i nproved anal ysis of projects.

10: 09: 29 AM

SCSCSHB 119 was HEARD and HELD in Conmmttee for further
consi derati on.

10: 09: 53 AM

RECESSED

#
ADJ OURNVENT

The neeting was adjourned at 5:18 PM
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