SENATE FI NANCE COWM TTEE
March 13, 2012
1:02 p.m

1: 02: 36 PM

CALL TO ORDER

Co-Chair Stednman called the Senate Finance Committee
nmeeting to order at 1:02 p.m

VEMBERS PRESENT

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

Senat or Donny O son

Senat or Joe Thomas

VEMBERS ABSENT

Senat or Denni s Egan

ALSO PRESENT

Senator Joe Paskvan; Jeff, Stepp, Staff, Senator Joe
Paskvan; Patrick Ganble, President, University of Al aska;
Daniel R Fauske, Chief Executive Oficer and Executive
Director, Alaska Housing Finance Corporation, Departnent of
Revenue and Pr esi dent, Al aska Gasl i ne Devel opnent
Cor poration; Joe Dubler, Vice President and Chief Financi al
Oficer, Al aska Gasline Devel opnment Corporation and
Director of Finance, Al aska Housing Finance Corporation,
Department of Revenue; Les Canpbell, D rector of Budget,
Al aska Housi ng Fi nance Corporation, Department of Revenue.

PRESENT VI A TELECONFERENCE

Mark  Mers, Vi ce- Chancel | or, Resear ch, University of
Al aska, Fai rbanks.

SUMVARY

SB 160 BUDGET: CAPI TAL



UNI VERSI TY OF ALASKA
ALASKA HOUSI NG FI NANCE CORPCRATI ON
DEPARTMENT OF PUBLI C SAFETY

SB 160 was HEARD and HELD in Conmmttee for
further consideration.

SB 192 O L AND GAS PRODUCTI ON TAX RATES

SB 192 was HEARD and HELD in Committee for
further consideration.

#SB192
SENATE BILL NO. 192

"An Act relating to the oil and gas production tax;
and providing for an effective date."

1: 03: 23 PM

SENATOR JOE PASKVAN, began on slide 60 of a PowerPoint
presentation [also heard during the March 13, 2012 norning
neeting] titled "Conmttee Substitute for Senate Bill 192
(RES) G| and Gas Production Tax Rates" (copy on file). He
referred to a hearing before the Commttee on Energy and
Nat ural Resources, United States Senate, New Devel opnents
in Upstream Ol and Gas Technol ogies: Testinony by Kevin
Banks, Director, Division of G| and Gas, Al aska Departnent
of Natural Resources (May 10, 2011). He explained that M.
Banks had spoken about potential for production and
t hroughput through the Trans-Al aska Pipeline System (TAPS)
i ncluding heavy and shale oil. He quoted from M. Banks'
t esti nony:

There are no known conventional resources on State or
Native lands that are likely sufficient to replace the
decline in the existing production rates.

Senat or Paskvan believed that although the state should
remain optimstic about heavy and shale oil and Quter
Continental Shelf resources, the information from M. Banks
was poignant. He noved to slide 61 titled "TAPS Throughput
Conti nues Steady Decline" that included testinmony from a
March 1, 2012 Senate Resources Committee neeting. He had
asked Scott Jepsen, Vice President, External Affairs,
ConocoPhi | I'i ps Al aska whet her Al askans shoul d expect to see
1 mllion barrels a day from state |lands in conventional
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oil with the $5 billion investnent over the next ten years.
M. Jepsen had renmarked previously that the expenditure of
the $5 billion would conmence in the upconmng three years,
but would be spent over the next six to ten years. M.
Jepsen had indicated that 1 mllion barrels a day was a
good aspirational goal, but he didn't think it was possible
to get there with conventional oil. M. Jepsen hoped that
other types of technologies may increase throughput from
shal e or heavy oil.

1: 06: 52 PM

Senator Paskvan addressed slide 62 "Other Q1 Producing
Regi ons Enjoying Production and Enpl oynent Boons" and the
resurging North American oil production issues. He
referenced how technology had created an upheaval in the
North American natural gas markets. The slide highlighted
the transfer of technology that had transformed the natural
gas field and its promse to inprove oil production in the
United States. The technology had caused the surge in
natural gas production, which was transform ng the outl ook
for oil production in Anerica. He quoted material from the
slide (source: Gti | nvest nent Research & Anal ysis,
February 15, 2012):

Advances in the use of horizontal drilling and
hydraulic fracturing have unlocked vast reserves of
hydrocarbons originally trapped in highly dense shale
rocks. The two shale oil plays that have benefited
nost from this transformation so far are the Bakken
and Eagl e Ford.

Senator Paskvan noted that Bakken was located in North
Dakota and that Eagle Ford was in Texas. He hoped that the
shal e and heavy oils would arrive in and benefit Alaska in
the near future. He asked his staff to walk through the
subsequent slides related to rig counts.

JEFF, STEPP, STAFF, SENATOR JCE PASKVAN, referenced a
comment by Senator Paskvan that Al askans expected policy
makers to act |ike "sophisticated owners of a world-class
resource." He stated that part of being a sophisticated
owner was performing a sophisticated analysis of the
rel evant issues. He pointed to conparisons nmade between
Al aska, North Dakota, and Texas. He quoted from slide 62:
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The wunrelenting increase in oil rig count has been
driven by two major forces: the sustained, high price
of the commobdity and the promse of inproved oi
production using the technology that has transfornmed
t he gas sector.

M. Stepp el aborated that the technology referred to in the
quote was horizontal drilling and hydraulic fracturing. He
| ooked at a map of the Baker Hughes oil rig count in
Bakken, North Dakota on slide 63. According to the Baker
Hughes website and app the current active rig count was
196; all of the rigs were for shale "oil play," a strategy
not currently used in Al aska. He stressed that there was a
substantial amount of infrastructure in North Dakota
conpared to Alaska's North Slope. The map indicated the
presence of nmany state highways and county roads that
provided access to infrastructure hydraulic fracturing
t echnol ogy.

1:11: 40 PM

Senator Paskvan turned to slides 69 and 70: "OQher Gl
Producing Regions Enjoying Production and Enpl oynent
Boons." He referred to an article: Al aska Econom c Trends:
Alaska’s QG| Industry Septenber, 2008 (copy on file). He
believed that it was a fact that there had been dramatic
i nprovenents in technology in the past decade. The article
addressed exanples including, horizontal drilling, wultra
extended-reach drilling, 3-D and 4-D seismc surveys, dril
bit sensors, and other advancenents that reduced the nunber
of wells that needed to be drilled; the nunber was
significantly lower than it was ten years earlier. Slide 70
addressed that the national oil and gas industry had been a
| eader in productivity gains throughout the 1990s and that
the industry had been able to perform nore work with fewer
wor kers (page 6 of the Alaska Economi c Trends: Alaska's Gl
| ndustry Septenber, 2008). He furthered that the industry
goal of fewer workers did not match up with the state's
goal of increased enploynent for Alaskans in the industry.
He stressed that policy makers should expect to see
continued advances in technology given the industry's
nmotivation to continue the devel opnment of new technol ogies
to performnore work using fewer workers.

Senat or Paskvan directed attention to slide 71 that

conpared Al aska to other oil producing states. Based on the
size of Alaska's oil industry work force a person would not
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guess how inportant oil was to the state's econony
according to the Al aska Economc Trends: Alaska's Ol
| ndustry Septenber, 2008. He cited from the report that
"Al aska produced 15 percent of the nation’s donestic oil
supply in 2007 but enployed only 3 percent of the U S. oi
and gas work force...(page 10).”

1:14:10 PM

Senat or Paskvan pointed to slide 72 that continued to focus
on how Al aska conpared to other oil producing states:

One big reason is sinply that Alaska' s oil fields
enjoy large economes of scale. Prudhoe Bay is the
|argest oil field in the nation and doesn’'t need a
huge work force to produce its oil..

In Texas, Gklahoma, Womng and other oil-producing
states, sonme oil is produced from very small fields.
There are 400,000 marginal fields or stripper wells
operating in the US. and a stripper well produces 10
barrels of oil or less per day. In many of the states,
there are literally thousands of famlies and snall
conpani es engaged in producing oil — sonething nearly
totally absent in Al aska.

Senat or Paskvan recalled that when |egislators had been in
Texas in 2011 they had been told that the average Texan
wel | produced less than 5 barrels a day; sonething unknown
to Alaska where the production per well greatly exceeded
the amount. He read from slide 73 "Other Gl Producing
Regi ons Enj oyi ng Production and Enpl oynent Boons":

Technol ogy advances lead to nore drilling and nore
jobs in the new, unconventional (i.e., shale) oi
pl ays in North Dakota and Texas.

At the same time, technology advances lead to fewer
wells and fewer jobs in the mature, conventional oi
pl ays on Al aska's North Sl ope.

Senator Paskvan relayed that the state awaited the
application of technology in conventional resources in
heavy and shale oils and hoped for breakthroughs in the
area in order to conpare to Texas and North Dakot a.

1: 16: 23 PM
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Senat or Paskvan discussed slide 74 "Conpetition is H gh -
Many OQther Areas to Invest Around the Wrld." He observed
that the Alaska North Slope remained a world class basin;
the Prudhoe Bay field was one of the ten largest fields in
the world. He pointed to the vertical integration of the
"big three" on the central North Sl ope [BP, ConocoPhillips,
and ExxonMobile] and discussed that dollars were nade by
distribution from the upstream to mdstream and at the
wel | head. The industry was in a transition from "mgjors
only to md-mgjors and independents.” He related that
national oil conpanies had limted the areas in which
i nvestnments could be nade. The final bullet point addressed
the concept of imobile capital including sunk costs; the
incentive was to keep areas functioning as long as
possible; a significant Central North Slope infrastructure
the that remained attractive to the industry.

1:17: 57 PM

Senator Paskvan reviewed conponents included in SB 192
beginning on slide 76: "CSSB 192(RES) Rationale and
Overview." He highlighted that the |egislation:

* Preserves Industry-Friendly Conponents of ACES
* Reduces the Rate and Cap of Progressivity

* Rewards |ncreased Production

» Establishes a Gross M ni mum Tax

e Separates oil and natural gas for purposes of
calculating the progressivity portion of t he
production tax

e Creates an G| Information System
Senator Paskvan elaborated that the goal of the oil
information system was to nmake the access to information
nore readily available to policy makers.

1:19: 29 PM

Senat or Paskvan highlighted industry-friendly conponents of
Al aska's C ear and Equitable Share (ACES) that SB 192 would
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preserve. Expenditures and transportation costs were
preserved so the calculation of production tax was applied
after the renoval of the deductions. The bill maintained
the current tax credits. He explained that for the sane
dollar a conpany could deduct a 20 percent credit (a
conpany coul d deduct 100 percent of the dollar spent in the
year it was spent), which was a powerful investnent
incentive. The royalty rate that ranged from 12.5 percent
to 16 percent was preserved and was attractive to the
industry; royalty rates ranged from 25 percent to 30
percent in other states including North Dakota and Texas

The concept of royalty nodification was sustained; if an
operator was able to prove a need for assistance the
Departnents of Revenue and Natural Resources could reduce
the royalty down to as low as 3 percent to allow the fields
to continue production.

1:21: 34 PM

Senat or Paskvan addressed the progressivity rate and cap
reduction that would occur under SB 192 (slide 78). The
bill retained the original trigger of $30 in production tax
value (PTV). He explained that the PTV was assessed after
deductions for transportation costs and for qualified and
operating expenditures. The PTV was a $30 gap that was
mai ntained at the base 25 percent, at which point the
progressivity rate was reduced from a 0.4 per dollar
increase in PTV to a 0.35 per dollar increase that was
capped at 50 percent. At 50 percent there was a second
trigger on the progressive tax rate calculation to further
reduce the rate of progressivity from 0.35 per dollar to
0.1 per dollar wup to 60 percent. The 60 percent
progressivity cap was a reduction from the current 75
per cent cap. He stressed that the reductions were
significant and nmateri al .

Senat or Paskvan pointed out that the bill would reward
i ncreased production (slide 79). He relayed that a joint
Senate Finance and Resources Committee neeting had heard
from petrol eum consul tant Pedro van Miuers who had addressed
the concept of an allowance for an increase in new oil or
increnental oil; it had been deenmed inportant that the bill
provi de incentives based on the concept. An allowance was
included that would reduce a conpany’s PTV by $10 for new
and/ or increnental barrels produced.

1: 23: 54 PM
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Senat or Paskvan communi cated that the bill would establish
a gross mninmum tax of 10 percent on the |egacy fields of
Kuparuk and Prudhoe Bay to ensure that the revenue streans
woul d always maintain a mninum floor. In addition to the
adjustnment for the oil industry at high oil prices the bill
factored in the potential for oil price volatility and the
need to balance the risk to the state at low oil prices. He
rel ayed that consultants had expressed the need for ACES to
be durable in a wde range of price environments; the
provi sion hel ped achieve that goal and protected the state
at the downsi de.

1:25:17 PM

Senator Paskvan reviewed the decoupling of the oil and
natural gas taxation systens on slide 81. He explained that
the tax rate applied in Alaska was based on the conbined
BTU [British Thermal Unit] value of oil and gas; oil and
the BTUs created by oil were valued substantially higher
than BTUs of natural gas. There was a dilution effect that
dramatically reduced revenue streans to the state if the
taxes were not decoupled. The legislation renoved the
di lution ef f ect by havi ng progressivity cal cul at ed
distinctly for oil and gas.

Senat or Paskvan detailed that SB 192 would create an oil
and gas information system (slide 82); it was believed that
as much historical and current oil and gas information as
possi bl e should be available to policy nmakers to help them
make decisions based on substantive data. The Alaska Ol
and Gas Conservation Conmm ssion (AOGCC) would be required
to develop the electronic Petrol eum Informtion Mnagenment
System in order to make information nore readily avail able
to policy nakers.

1:27: 20 PM

Senator Paskvan believed that there was nore reason for
optimsmrelated to Alaska’s future than ever before (slide
84). There were 7 billion to 8 billion barrels of
conventional oil on the Central North Slope; additionally
there were other resources including, heavy and shale oils,
undi scovered conventional oil, Quter Continental Shelf in
the Beaufort and Chukchi Seas, National Petroleum Reserve-
Al aska, and the Al aska National WIdlife Refuge. The North
Slope was worth nore currently than it had been over 30
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years earlier because the value of oil had increased. He
noted that spending forecasts were up; there had been
significant work performed below ground in well workovers
and there had been a rebuilding of infrastructure bel ow and
above ground. He believed the work would set the stage for
a "viable and vibrant” oil industry for decades to cone. He
recalled that Cathy Foerster with AOGCC had reported that
the North Slope was healthy. He agreed with the Departnent
of Nat ur al Resources (DNR) advertisenent that r ead:
“Alaska: We're Open for Business”; he believed that the
state was conpetitive and had a world class resource to
offer. He pointed to a recent Petroleum News headline
"North Slope Boons"; legislators had been told in the past
year that exploration on the North Slope was at a |evel
that had not been seen in 40 years; as such, there were
currently not enough rigs to perform all of the work that
North Slope operators wanted. He referred to a practice
called "hot sheeting" where workers alternated sleeping in
beds due to the nunmerous enployees working on the North
Sl ope.

Senat or Paskvan concluded that Al askans wanted to see the
| egi slature act |like a sophisticated owner of a world class
resource and expected that Al aska would obtain the nmaxi mum
value for its resources for its citizens.

1: 30: 47 PM

Senat or Thomas wondered whether nenbers' packets included
the followng detailed information: a neno from Mark Meyers
regarding nergers and market concentrations, Prudhoe Bay
devel opnment history and future potential (slides 31 through
33), and the optimzation of production from mature fields
(slide 34).

Senator Paskvan replied that his office would provide the
articles and any additional information that the conmttee
want ed.

Senator Thomas referred to slide 60 and wondered whether
Senat or Paskvan had heard from the Departnent of
Adm nistration or DNR that remarks made by Kevin Banks to
the U S. Senate the prior year were fal se or nm sl eading.

Senator Paskvan replied in the negative. He believed the

remarks were true at the tinme they were nmade and continued
to be true.
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1: 32: 13 PM

Co-Chair Hoffman referred to an unlabeled handout from
DNR s Division of Ol and Gas; it stated that the past two
years of |ease sales of the North Slope successfully |eased
a total of 1,276,000 acres to small conpani es. He asked how
many wells had been drilled on the leases in the past two
years.

Senator Paskvan responded that he did not have the
i nformation.

Senator Stedman would ask DNR to respond to the question at
a later tine.

1: 32: 57 PM

Senator Ellis asked about any Senate Resources Commttee
di scussions related to |ease terns and the duty to produce.
Additionally, he was interested in any discussion on state
direct financial investnent (SDFI) to better align industry
and state interests. He asked about facilities access; he
had heard from individuals in the industry that there was
no problem with facilities access and that it was a
conmercial transaction that could occur in the future.

Senat or Paskvan affirnmed that all of the topics had been
di scussed in the Senate Resources Conmittee. The ideas from
menbers were valid, but the issue was whether tax
| egi slation should be confined to the tax conponents. He
believed that there should be sone "footage on the cutting
room floor" to keep the bill as precise as possible. He
referred to a slide in the presentation that included
remar ks nade by Bob Bartlett at the Alaska Constitutiona

Convention; M. Bartlett had discussed the acquisition of
large tracks of land with the intent not to purchase. The
Senate Resources Commttee had discussed that there were
exclusive rights provided under the lease structure that
could be for 10 years where no activity occurred; the
guestion was would the | ease be tendered back to the state.

The topics of duty to explore, produce, and sell had been a
source of significant discussion in the commttee. He hoped
that issues would be better developed throughout the
| egi sl ative session, particularly relating to the duty to
pr oduce.
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1:36: 22 PM

Senator O son referred to the d eason Decision (slide 36).
He asked whether there were any points in the decision that
were in the repeal or reconsideration process that my
change the date from 2065 or 2075.

Senat or Paskvan answered in the affirmative. There had been
a state request for reconsideration of the decision. He
el aborated that he prior week Judge Guidi had denied the
state's application with respect to one conponent of the
decision (the case had been transferred to Judge GCuidi
given that Judge d eason was nmade a federal district court
judge); Judge Quidi supported Judge d eason's decision. He
expected that the decision would be appeal ed, but as of yet
the appeal for tax years 2007 through 2009 had not
occurr ed.

1:38: 27 PM
AT EASE

1: 43: 30 PM
RECONVENED

#SB160
SENATE BILL NO. 160

"An Act nmaking and anendi ng appropriations, including
capi tal appropriations and other appropri ations;
making appropriations to capitalize funds; and
providing for an effective date."

UNI VERSI TY OF ALASKA

PATRI CK GAMBLE, PRESI DENT, UNI VERSITY OF ALASKA, introduced
hinself and other staff that were available to answer
qguestions. He conmunicated that the $37.5 mllion increnent
for deferred maintenance or replacenent and renovation (the
funding was for year three of a five-year progranm was the
only itemin the governor's budget that was included in the
current bill. He explained that the prior year he had
proposed a two-year program to exam ne the university and
state financial situation; the budget had been flattened
considerably and the wuniversity had not asked for any
pl anning or program ng noney for new projects. Wth the
exception of the deferred maintenance area the university
budget was in a good position due to a generous bond
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i ssuance. Wien he had taken the position as president a
deferred nmaintenance problem was identified and he and
other university staff had marked it as the top priority.
He furthered that ot her ar eas including any new
construction would stay "lean and nean" during the deferred
mai nt enance inprovenents. He noted that the university had
al ready been given generous funding for construction and
that the days of increasing the budget from year-to-year
(as in the past ten years) were over; enployees had been
told that the budget would at |least be flat and could
decl i ne dependi ng on the econony.

1: 47: 36 PM

Presi dent Ganbl e reenphasized that the nunber one priority
was deferred maintenance, which was beginning to inpact
every corner of the university; it had the largest single
ownership of state buildings, many of which were quite old.
He clarified that the nunber one academic priority was
engineering. He relayed that the question was how to
programmatically maintain and inprove the facilities; the
university had not been programmatic about the upkeep of
its facilities in the past. He added that operations and
mai nt enance noney had generally been funded on a year-to-
year basis. He explained that the repurposing dollars for
older engineering facilities becane an accreditation
probl em when engineers were currently far in advance of
where they had been when the facility was built. The
deferred maintenance and replacenent and renovation (R&R)
wer e connect ed but separ at e; bui | di ngs coul d be
reconditioned to add years to their life, but if the upkeep
was not rmaintained systens could fail and were then noved
to the deferred maintenance |ist.

1: 49: 50 PM

President Ganble stressed that the deferred naintenance
list had become so large that the dollar anobunts were
staggering. He remarked that because the |arge nunbers were
conpetitive with other needs of the state the tendency was
to not want to deal wth them He understood the
| egi slature's challenge when confronted with the budget
deci sions. The university's request was for flat funding of
deferred nmaintenance projects and no new noney for
program ng, design, or engineering. The prior year the
university had requested $50 nmillion for R&R (it had
received $2 nmillion); the anmbunt was needed on an annua
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basis in order to avoid a problem simlar to deferred
mai nt enance. The |legislature had authorized the sale of
$100 million in bonds for the university that would pay for
them internally; he expressed appreciation for the funds
and noted that the anpunt had been cut back to $50 mlli on.
The university was striving to put the noney to work as
qui ckly as possible on pre-identified projects by each of
the main canpuses; each canpus had been polled to determ ne
the highest priority projects; the total cost for the
priority "mssion failure potential" projects was $100
mllion. He stressed that the deferred nmi ntenance was not
an optional nunmber that would go away if it was not funded
in one year. The university had asked for another $100
mllion and the R&R funds in the current budget, which had
all been renmoved. The rate of accunulation of deferred
mai nt enance from year to year had grown to conpete with the
governor's funds designated to reduce deferred naintenance;

however , it only slowed growth that continued to
accunmul ate. He expounded that the entity had its work cut
out for it; it would use the $37.5 mllion and had asked
for $15 million in receipt authority in case it was able to

obtain federal noney during the current year.

1: 53: 54 PM

President Ganble referred to a <chart titled "FY 13
Sust ai nnent Fundi ng Pl an for UA  Facilities” t hat
illustrated the effect of funding itens versus not funding
itens. Even with the $50 mllion and $37.5 mllion funding
all ocations the deferred mmintenance nunber had gone from
$750 mllion down to $710 mllion; the growh had been
sl owed, but would begin all over again as soon as noney
stopped being directed at the itenms. The nodel was
essentially unchanged from the prior year given that the
concerns were still the sanme. He discussed the idea of a
sustai nment approach that would enable facilities to
operate going forward and to bring the large deferred
mai nt enance nunber down to a reasonable nunber; reasonable
to the university was a nunber in md-$300 mllion dollar
range as opposed to $700 mllion.

President Ganble comunicated that risk increased wth
advanci ng deferred mai ntenance (e.g. HVAC, roof, or plum ng
failures). He conpared one of the engineering buildings
built in 1983 to airplanes constructed in the sanme year
that were no longer functional; he explained that planes
went to the "bone yard,” but buildings went to deferred
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mai nt enance. Wen failures occurred the university had to
borrow from other fund sources to provide a band-aid for
the problens. He provided an exanple of a Fairbanks
dormitory that had been taken down due to an internal
plunmbing failure; as a result students had to nove out and
the university had |lost the revenue. He hoped the
| egislature would enable the wuniversity to develop a
programmatic plan to address the problem

1: 58: 24 PM

President Ganble acknow edged that the governor's budget
was the budget before the commttee. He stressed that there
was no padding to the deferred maintenance list; each
represented a specific project at one of the university
canpuses.

1:59: 34 PM

Co-Chair Hoffman recognized the inportance of deferred
mai nt enance. He recalled the first tinme the university had
received funding for deferred maintenance years earlier. He
listed various funding request itens: $2.5 mllion for
parking security (page 3); $561,000 for Mat-Su door | ock
key access; $6 nmllion for a master plan at the |ower

canpus; $3.6 mllion for a sports facility renovation; and
$6 million for canpus roads, curbs, gutters, and ranps. He
poi nted out t hat canpuses in Lower Kuskokwi m had

experienced failures due to extrenely cold weather; the
canpus needed HVAC upgrades as the current system was
causi ng teachers and students to have headaches. During the
cold spell many individuals had to spend the night at the
facility to provide 24-hour supervision of the system He
believed the issues represented higher priority problens
than parking and security. He wondered whether the
university had a list of repairs needed at rural canpuses.

President Ganble replied in the affirmative. He el aborated
that the nunber one priority specified by the Kuskokw m
canpus was a $5.1 mllion project; $900,000 would go to the
canpus if the university only received the $37.5 mllion.
He furthered that the dollars provided to the canpus would
i ncrease proportionally based on funding received above the
$37.5 mllion. He added that the priority lists were
provi ded by canpuses.
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Co- Chair Hof fman enphasized that the problem at the Lower
Kuskokwi m canmpus represented a health/life safety issue. He
opined that the issue should rank higher than parking and
security.

President Ganble agreed. He promsed to |look into the
concern and explained that funding was reallocated from
another area if safety issues existed.

Co- Chair Hof fman woul d provide the information.

President Ganble pointed to the chart and explained that
projects were not prioritized and that they all fell under
t he urgent category.

2: 05: 03 PM

Senator M@iire asked President Ganble to neet with Dan
Fauske [ Executi ve Di rector, Al aska  Housi ng Fi nance
Corporation (AHFC), Departnent of Revenue] and report back
to the commttee on whether sone of the replacenent and
upgrade projects would qualify under the |oan program that
ori ginated under the omni bus energy package. She el aborated
that the package included $250 mllion for AHFC for
upgrades and replacenents on roof repair, HVAC systens,
wi ndows, power infrastructures, etc. She added that the
program may present another funding option for the projects
that would potentially free wup funding for Senator
Hof fman's district [Lower Kuskokw m.

President Ganble agreed. He would discuss the option wth
M . Fauske during a neeting the follow ng week.

Senator Thomas pointed to a line on the chart representing
the status quo; it was defined as "deferred maintenance
backlog wthout adequate R&R " He wondered what was
considered an adequate R&R number. He asked what funding
amount would reduce the nunber below $362.5 mllion. He
asked whet her $100 million was the ampbunt needed.

President Ganble explained that if the university received
$50 mllion per year for R&R the deferred nmintenance |ine
would still increase, but at a controllable slope. He
detailed that if nothing was done the slope would increase
by 15 to 20 degrees. The chart's assunption was that the
$50 nmillion would help flatten the line; however, it would
not take care of the deferred maintenance projects that had
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al ready accunul ated. The accumul ated projects were separate
(showmn by the down-sloping green line on the chart). He
explained that the light colored line indicated what woul d
have happened if the university had received the requested
$100 million the prior year. The $750 mllion total had
been reduced to approximately $710 mllion; however, if
funds were not funneled to deferred nmintenance as a
separate entity, the nunber would continue to increase,
al beit at a slower rate.

2: 09: 03 PM

Senat or Thomas asked for details on the $10 million Board
of Regents budget request related to solutions for Alaska's
energy needs and the relationship between the Al aska Center
for Energy and Power and the industry.

President Ganble deferred the question to Mark Meyers, head
of research at the university.

MARK  MYERS, VI CE- CHANCELLOR, RESEARCH, UNI VERSI TY OF
ALASKA, FAI RBANKS (VI A TELECONFERENCE), explained that the
$10 mllion proposal was for a partnership to develop
statewi de energy, which had three conponents: (1) work with
Al aska Center for Energy and Power on hydrokinetic issues,
rural energy systens |ike w nd-diesel coupling, geotherma
energy, etc.; (2) form an energy analysis group to gain an
apples to apples project conparison, and to determne
project risks and how they would integrate with each other;
(3) integrated fossil fuel research. Research was |argely
funded by industry, but the petroleum research |abs were
old. The research included questions on shale oil, oi
recovery, heavy oil, and environnmental work on the North
Slope related to water supply and new infrastructure. He
relayed that investnent in an integrated fashion would help
to shorten the developnent cycle tine of the alternative
ener gy sources.

Co-Chair Stedman believed there were rel ated documents that
could be provided to the conmttee.

2:12: 15 PM

Senator Ellis appreciated hearing that the nunber one non-
deferred maintenance priority was engineering. He remarked
that he and other nenbers had been encouragi ng support of
the funding for Fairbanks and Anchorage engineering
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upgrades. He asked whether industry had cone together to
request the university's support for the engineering
buildings. He referred to a recent address by U S. Senator
Mark Begich who had spoken in support of a $5 mnmillion
university increment for an unmanned drone program at the
Eielson Ar Force Base. Senator Begich was working to
inform others in Washington D.C. that Alaska could be a
center for excellence through the university related to the
unmanned drone program He asked President Ganble to speak
to the itens.

President Ganble responded that the demand for engineers
was high in Al aska; graduates from the university had the
advantage of partnering wth conpanies in the state.
Engi neering areas included fisheries, mning, the North
Slope, and other. He furthered that wundergraduates were
able to obtain hands-on experience while getting their
graduate degrees; the retention was excellent for Al aska.
He noved on to address the second question related to the
unmanned drone program He relayed that he was currently
part of a group that advised the governor on mlitary
issues and was the <chairman of the Al aska Aerospace
Corporation. He discussed that Al aska could be one of the
first places in the US to put drones to work

Additionally, the state could help work out any airspace
bugs the Federal Aviation Adm nistration was dealing wth.
He had been pleasantly surprised by Senator Begich's recent
request. Work was being done predom nately at the Fairbanks
canpus on safely integrating drone operations in airspace.
He expounded that the Al aska Aerospace Corporation saw
potential for bringing drones into the state and conduction
| arge scale operations potentially at a base |ike Eielson
Air Force Base. He believed that drones were the future

Al aska's airspace was unconplicated and encroachnent was
not a problem He enphasized his support for the
university's invol venent.

2:17: 09 PM

President Ganble stressed that there was cutting edge
research underway primarily at the Fairbanks canpus. He
accentuated that scientific information provided to the
commttee from outside could be provided by the university.
He furthered that the university wanted to conduct research
that was directly applicable to Al aska's needs. He rel ayed
that unfortunately the item had not nade the current or
| ast budget. He hoped that he could link the university's
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answers to legislator's questions for a cheaper rate than
of fered by out si de consul tants. He asked for a
reconsi deration of t he research conmponent of t he
uni versity's budget request.

2:18: 52 PM

ALASKA HOUSI NG FI NANCE CORPORATI ON

DANI EL R FAUSKE, CHI EF EXECUTIVE OFFI CER, ALASKA HOUSI NG
FI NANCE CORPORATION (AHFC), DEPARTMENT OF REVENUE, and
PRESI DENT, ALASKA GASLI NE DEVELOPMENT CORPORATI ON (AGDC),
pointed to AGDC s $21 nmillion capital request.

Co-Chair Stedman inforned the commttee that it would hear
from AGDC and then nove to AHFC

JOCE DUBLER, VICE PRESIDENT AND CHH EF FINANCI AL OFFI CER,
ALASKA GASLI NE DEVELOPMENT CORPORATION AND DI RECTOR OF
FI NANCE, ALASKA HOUSI NG FI NANCE CORPORATI ON, DEPARTMENT OF
REVENUE, directed attention to page 10 of the governor's
proposed FY 13 capital budget project detail sheets: Item
51753 (copy on file). He explained that the $21 nmllion
request would continue AGDC s efforts to develop an instate
gas pipeline fromthe North Slope to the Railbelt with off-
takes in Fairbanks and Anchorage. The funding would allow
for the continuation of engineering, data acquisition and

refinement of engi neering desi gn, permtting, t he
envi ronnent al i npact st at enent (EI'S) process, t he
at t ai nnment of a federal and private right-of-way,

subsi stence inpact review, project risk and phasing
anal ysis, comrercial analysis that would culmnate in an
open season in the end of calendar year 2013, preparation
of a conprehensive financing plan, and discussions wth
affected parties along the alignnent of the pipeline.

M. Dubler turned to a breakdown of the $21 mllion request
shown on a spreadsheet titled "Al aska Gasline Devel opnent
Corporation: ASAP - Funding Qutline Thru FEL 3" (copy on
file).

M. Dubler reviewed the spreadsheet. He explained that
commercial operations for FY 13 were budgeted at $3.8
mllion; the item would include discussions with potentia
shi ppers, to develop markets for the gas, work wi th Prudhoe
Bay operators and owners, and integration plans for
commercial operations. He elaborated that there had been a
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successful expression of interest in June 2011 and AGDC was
currently working on an open season. Pipeline engineering
and environnmental permtting was budgeted at $6 mllion;
the increment included progression of the pipeline route

data <collection and design, utilizing information to
upgrade the project design, and cost estimtes. The cost
estimates were refined from the current plus or mnus 30
percent interval down to a plus or mnus 10 percent for the
open season. He furthered that inportant requirenents for a
successful open season were fairly accurate design and cost
estimates. The pipeline engineering had obtained a right-
of-way for state land and a right-of-way for the federa

land would be issued once the environnental i npact
statenent was provided to the Bureau of Land Managenent;
the rights-of-way represented a couple of |l|arge hurdles.
Staff were currently working to obtain the right-of-way for
private |and.

2:24: 34 PM

Co- Chair Hof fman asked about the right-of-way route. M.
Dubl er explained the route would go from the North Slope
through Dunbar - with a lateral line going to Fairbanks -
and would cut across the Mnto flats to follow the Parks
H ghway through Big Lake to the Little Susitna River (where
the current Enstar project was |ocated).

Co- Chair Hof fman asked how the route had been determ ned

M. Fauske answered that the route had been determ ned a
nunber of years earlier. The route was seen to be in
conpliance with the intent of HB 369, which had nandated
the deliverability of gas fromthe North Slope to tidewater
at the lowest cost. The entity had asked whether there was
any information in the difference between the Parks H ghway
versus the Richardson H ghway that would mitigate a $0.5

billion difference; the Parks H ghway was 93 mles shorter
than the Richardson H ghway and the pipeline would cost
approximately $5 million to $6 million per nmle.

Additionally, the federal governnent would have to exam ne
the longer alternate route for environmental factors to
determ ne  whet her one of t he rout es was better
environmental ly. He explained that AGDC had been given one
year from the passage of HB 369 to provide a report to the
| egi sl ature and governor by July 1, 2011; the report had
been provided and nmuch of the existing information had been
utilized.
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2:27:29 PM

Co-Chair Stedman asked for detail on any overlaps wth
Al aska Gasline I|nducenent Act (AGA) and any interest in
private parties. He noted that he and others had
"heart burn" wth AGA related to the 90 per cent
rei nmbursenent and little private enterprise noney to the
state; the scenario would

cost $500 million and he was concerned that the state was
headi ng towards "AQ A version 2" with a $400 mllion cost.
He asked what assurances could be provided that his concern
would not cone to fruition. He wondered about private
enterpri se.

M. Fauske relayed that AGC had invited industry to a
meeting in Anchorage to determne potential interest in the
gasline. He related that under AQ A the gasline would be

l[imted to 500 mllion cubic feet (nctf) of gas per day; the
restriction was lifted if the location was below the 68th
parall el . The neeting had required questions to Dbe

submtted in witing in advance. He furthered that the
total amount of gas needed for Fairbanks, Anchorage, the
mlitary bases, and the Central Corridor was approximtely
240 ncf of gas per day. The entity's concern had been
whet her there was a commercial interest in the 260 ncf of
gas per day that remmined; AGDC had been pleasantly
surprised to find that the commercial interest existed. The
500 ncf of gas per day had been nmaxed out by the non-
bi nding interest expressed. The commi ssion was currently in
di scussions with the producers and was working on alignnment
going forward as requested by the governor. Wrk could
include a spur line; the AJA contract required 5 off-take
points fromthe gasline.

M. Fauske pointed out that with the EIS that was expected
to be conpleted in May 2012 and the transfer of lands to
Department of Natural Resources under the state right-of-
way, the project had made incredible progress. He discussed
the frontend-loaded FELs 1 through 3; the project was
currently at about plus or mnus 30 percent and the goa
was to reach FEL 3 in the fall of 2014 into 2015 (after an
open season had been conducted and to |ook at sanctioning
the project) and to reach plus or mnus 10 percent. He
remai ned very hopeful and believed that the project could
be quite neaningful for bringing a gas supply to the
Central Corridor of the state that hopefully reached
outlying areas once gas was fl ow ng.
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2:32: 02 PM

Co- Chair Stednman wondered where private enterprise was. He
asked whether there were pipeline conpanies willing to do
the work or whether the project was "just another scoping
project being financed by the state.” M. Fauske answered
that AGDC had nmet with producers and pipeline conpanies. He
stressed that the $400 nmillion work had to be done by the
state prior to industry involvenment. He relayed that
nati onw de buil der/owner/operators had expressed a great
deal of interest in the project. The conmm ssion was working
to exchange information wth producers to determ ne
alignment. He remarked that there was |egislation related
to confidentiality agreenents that had presented a problem
because conpanies were wunwilling to provide necessary
information if it was not kept confidential. He reiterated
that the work was goi ng well.

Co-Chair Stedman expressed concern that industry had not
shown up at the table. He wondered how nuch infornmation had
been purchased twice by the state due to an overlap wth
AG A M. Fauske did not believe any information had been
paid for twice. He explained that ADGC was concentrating
nost of its work from Fairbanks south, while AG A work
continued in the north to avoid duplication. He had rel ayed
to participants that the commssion had promsed the
| egislature that it would not duplicate expenses.

Co- Chair Stedman thought M. Fauske had referred to sone
duplication during a recent phone conversation.

2: 34: 53 PM

M. Dubler replied that AGDC had been in close contact with
the AG A Al aska Pipeline Project (APP). He explained that
the confidentiality presented the biggest problem in the
comuni cations. Maps of the APP project had been shown to
AGDC, but AGDC was not able to keep the information. He
anticipated that there would be some overlap, but he did
not know that there had been any as of yet. Mst of the
work done by the APP was different from the work done by
AGDC, there were various types of data gathering required
for a project (e.g. rivers and streanms, bird, vegetation,
and fish surveys, stream crossings, and other). The
commi ssion was hoping to get a confidentiality agreenent in
place that AG A was confortable wth to enable nore
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nmeani ngf ul conversation regarding the progression of work
and to avoid charges for duplicate information.

2:36:11 PM

Co-chair Stedman surm sed that there would be sone caution
given the amount of noney spent on AG A conpared to what
had been gained. The |egislature had been told that it did
not need to worry about the three major industry players
and that utilities would step up to the plate that would
enable a large line to be constructed through Canada;
however, wutilities had scoffed at the idea of committing
wi thout gas given the significant financial risk. He
wondered whether the entity that M. Dubler had nentioned
(that had expressed interest in the 260 ncf per day) was
interested in taking commtnents w thout gas.

M. Dubler replied that he could not divulge the nanme of
the entity. He relayed that there was gas invol ved.

2:37:46 pm

Co-chair Stednan felt apprehensive as the |egislature had
been told simlar things several years earlier on a
di fferent project.

M. Dubler responded that AGDC had been cautious as well,
whi ch had pronpted the conm ssion to conduct an expression
of interest neeting in My 2011; the results showed that
there was enough gas available on the north-side of the
pi peline from producers and enough custoners and shippers
on the south-side of the pipeline to fill the pipeline at
0.5 billion cubic feet (bcf) per day. Al though the interest
was non-binding, AGDC was conforted by the achieved
results; it was working towards a binding open season at
the end of 2013 and expected to have firm transportation
commitments for the entire capacity of the |ine.

Co-Chair Stedman asked for verification that the capacity
would be 0.5 bcf per day. M. Dubler replied in the
affirmative.

2:39:05 pm

\V/ g Fauske relayed that the commssion had been in
di scussions with Doyon in the Nenana Basin related to
contract versus comon carrier; the field had not been
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proven, but was one of great interest. The conm ssion had
al so been in discussion with mning entities that wanted
gas for their projects. He stressed that there had been a
great deal of interest stated by private enterprise in the
project. He believed that because the debate had been
ongoi ng people thought the project was just another study;
therefore, it was difficult to gain interest. He had worked
hard on the project and enphasized that he had no vested
interest in the proposal. He was proud of the project and
believed in it because it continued to nake headway. He
clarified that the project would be funded with revenue
bonds. He referred to discussions that the project would
require a large infusion of cash by the state; when he had
taken the position he had believed the cost would be $3
billion to $4 billion. He had been pleasantly surprised by
the tariff nunbers showng that the project would only
require $400 mllion in state funds. He enphasized that
there was no cash outlay by the state in any of the
financial information that had been suppli ed.

M. Fauske stressed that the project had real potential. He
opined that the producers and others would not stand by
while the state noved gas off the North Slope wthout sone
type of involvenent if it ended up being a stand-al one
project. He had heard from Exxon and others that they would
certainly want an equity piece equivalent to the amount of
gas flowing. He agreed that a bigger line would be good

but stressed that there would need to be a |arge comerci al
activity paying the cost; the increnental cost of a 48 inch
line from Prudhoe Bay to Fairbanks was $2.8 billion. He
held his reservations on the larger line and noted that
AG A had been working on it. The comm ssion had avoi ded the
area due to the $500 million limtation and existing state
activity pursuing the idea. He disagreed with people who
thought a smaller line was not feasible. He wondered what
the alternative would be (especially if the reserves in
Cook Inlet were not as substantial as anticipated) and
pointed to the dire conditions in Fairbanks and rural
Al aska. He explained that HB 369 had resulted from a beli ef
by sone that the big line would not occur. He conmended
Anchorage Mayor Sullivan for engaging the public when he
held a brown-out practice. He rem nded people that the
intent was to get gas to Alaskans; the beauty of a
commercial application was to keep tariffs Jlower. He
concluded that a perpetuating goal had been to beat the
price of inported Liquid Natural Gas (LNG; the proposed
analysis did just that. He noted that the nunber was

Senat e Fi nance Comm tt ee 23 03/13/12 1: 02 P. M



currently $14 to $16 per mllion cubic feet; tariffs to
Anchorage woul d be $9.63 and $10. 33 to Fairbanks.

2:43: 57 pm

Co-chair Stedman stated that he was not questioning M.
Fauske's good intention, but he was questioning where
private enterprise was. He remarked that the state was not
a shining nodel of bigger projects; he pointed to the
recent prison that had cost around $200 mllion as an
exanpl e and added t hat t he gasline pr oj ect was
substantially Jlarger. The project could have negative
repercussions on the state if it went upside-down. He
opined that it was a bad business practice to nove forward
on a project wthout private enterprise at the state's
side. He enphasized that additional red flags went up
related to the privacy issues. The |egislature had heard
all of the "lines" delivered to it regarding AGA and the
state would be $500 million down the drain. He did not want
to see another $400 mllion wasted and surm sed that $900
mllion could essentially fix Fairbanks' problem

2:45: 07 pm

M. Fauske agreed. He explained that the $400 nillion was
the price the state needed to pay to get industry at its
side. He pointed to the FEL 1 through 3 "trunpet curve" and
explained that mlestones were reached along the process
that woul d determ ne whether the project would proceed. He
furthered that it could always be determned that the
project was not worthwhile, but to reach the determ nation
sonme noney had to be spent to prove it.

Co- Chair Stedman remarked that whose noney was the rel evant
issue. M. Fauske replied that the nobney was the $400
mllion [that woul d be spent by the state].

2:45:55 PM

Co-Chair Hoffman discussed that none of the smaller state
energy projects (between $1 mllion to $5 mllion) could
nmove forward w thout a power purchase agreenment; many of
the grants had not come to fruition because they had not
obtained the agreenent. He could see the enthusiasm for the
proposed project, but that was not a requirenment; the
| egislature had a financial fiduciary responsibility for
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the project. He asked for a list of nines that could
potentially benefit fromthe proposed gasli ne.

2:47:15 PM

M. Fauske stressed that he had not ever advocated for the
construction of a state-operated pipeline; he had voiced
that the state could be an equity participant and owner. He
stressed that the state needed to spend noney to |et
i ndustry know that the project was real. He noted that the
i ndustry woul d not spend the initial noney.

Co-Chair Stedman felt that the fact the industry would not
spend the noney represented a red fl ag.

2:48: 10 PM

Senat or Thomas referred to needs addressed by the project
on pages 11 and 12 of the governor's proposed FY 13 capital
budget project detail sheet s. He asked whether the
expression of interest had been from instate users or
conpani es planning to export gas. M. Dubler answered that
that the expression of interest had been open to al
interested parties.

Senator Thomas assunmed that AGDC would know whether
interested conpanies would inport or export the gas. Page
12 of the governor's detail sheet specified that one of the
needs the project would address was the decline of fields
in Cook Inlet that "may not neet demand as early as 2014"
he asked if AGDC believed that was the case. He believed it
was critical to know whether the interest was for
exportation or for Cook Inlet. He stressed that the need
for the project would be cancelled if Cook Inlet had 9 to
20 trillion cubic feet of gas. M. Fauske answered that the
state's maximum need was 240 ncf. He surmsed that the
interest expressed in the remaining 260 ncf was probably
not for |ocal use.

Senat or Thomas believed that it made sense to continue if
the interest was for export, but he did not agree with the
need specified on page 12 if the gas was not for export.

M. Dubler answered that the Railbelt used |ess than 250

ncf of gas and that the remaining 250 ncf would |eave the
st at e.
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2:50: 37 PM

Co-Chair Stedman believed the issue created another
problem the idea was to shift demand and build industry
off of the gas. He was concerned about selling all of the
gas, building a line and not being able to expand it.

M. Dubler responded that the 500 ncf AG A restriction
woul d be renoved if the l|icensee abandoned the |icense or
the state determned it was not actively pursuing the item
The proposed 24 inch, 2500 psi gasline with conpression
could go up to 1 bcf per day and would be able to
accombdate a significant increase in state activity.

2:51:39 PM

LES CAWMPBELL, DI RECTOR OF BUDGET, ALASKA HOUSI NG FI NANCE
CORPORATI ON, DEPARTMENT OF REVENUE, turned to the request
for a new item 54796 related to donestic violence rental
assi stance for $1,328,400 in general funds. The purpose of
the item was to provide rental assistance to victins of
donmestic violence or sexual assault who had been displaced
or were in need of alternate housing to prevent further
harm to the household. Some of the outcones included,
rental assistance for up to 150 househol ds statew de that
had been displaced from pernmanent housi ng or were otherw se
at risk of displacenent because of recent or reoccurring
donestic viol ence instances.

M. Canpbell spoke to statew de project inprovenents (item
40068) in the amount of $2 million in corporate dividends.
The purpose of the project was to provide funding to
address known and unknown conditions in AHFC housing stock.
Qut cones included, advancenments in providing funding for
energency repairs, roof replacenents, fire alarm systens,
allowing quick response to code changes and |ife safety
i ssues, providing anenities, allowng quick response for
seen conditions, and enhancing operations for individual
proj ect devel opnents.

Co- Chair Hof fman requested a list of how the funds had been
spent in the past three fiscal years.

2:54: 02 PM

M. Canpbell addressed a request for the Building System
Repl acenent Program (item 47069) in the amount of $1.5
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mllion in corporate dividends. The progranis purpose was
to address the specific major repair and replacenent
identified in a five-year review. The program would reduce
mai nt enance costs, increase the useful life of the
structures, and increase tenant safety. The program was
ongoi ng to repl ace conponent parts.

M. Canpbell turned to a request for fire protection
systens (item 47066) in the amount of $2.2 mllion in
corporate dividends. The purpose was to flush, evaluate,
and nmake |ife safety code repairs to public housing fire
protection systens throughout the state. Projected outcones
i ncl uded naintenance cost reductions, increased structure
life, and increased tenant safety. The ongoi ng project was
projected to continue for several future fiscal years.

M. Canpbell directed attention to item 47068 related to
security systenms replacenent upgrades in the anmount of
$500, 000 in corporate dividends. The purpose was to upgrade
existing security and door access systens to senior,

di sabl ed, and nulti-famly public housing conpl exes.
Proj ected out cones i ncl uded i ncreased security for
residents, reduced theft and vandalism reduced nmintenance
and custodial costs, and increased useful life of the

structures. He relayed that Anchorage and Fairbanks were
close to conpletion. The funds would target the Juneau
ar ea.

M. Canpbell pointed to item 6323 for the Supplenental
Housi ng Devel opnent Program in the anmount of $2,559,800 in
corporate dividends and $4, 440,200 in general funds. The
programis purpose was to supplenent the federal housing
funds provided to regional housing authorities to ensure
safe, decent, and affordable housing statew de. Projected
out cones were: construction of affordable hones in up to 20
urban and rural conmunities; build onsite water and sewer
facilities; provide energy efficient design features in
homes; construct roads to project sites; provide electrical
distribution systens; retrofit honmes to provide safe and
heal thy environnent; and provide clients with new, safe,
and energy efficient housing. The program was for stock
owned by regional housing authorities.

M.  Canpbel | di scussed item 6351 related to energy
efficiency nonitoring research in the anount of $1 mllion
in corporate dividends. The purpose was to conduct research
anal ysis, information dissem nation, and interchange anong
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nmenbers of the industry and between the industry and
public. The project was ongoing and was a designated grant
to the Cold dimte Housing Research Center in Fairbanks.

2:57: 36 PM

M. Canpbell noved to item 6334 for the Senior Citizen
Housi ng Devel opnent Program in the anmount of $4.5 mllion
in state general funds. The purpose was to provide funds
for the devel opnment of senior citizen housing and
accessibility nodifications to senior's residences. To date
the program had funded 1,209 senior units and had provided
accessibility nodifications to over 150 hones. The project
outcones for the current request was for three devel opnent
projects (30 units), nodifications for accessibility for 40
units, and technical grant assistance for building capacity
and organi zations devel opi ng senior housing. Program funds
were used only to fund the developnment gap (the anount
necessary to nmake the project financially feasible or the
difference between all other funding sources expected to be
contributed including, loan funds and the cost of the
devel opnment projects).

M. Canpbell highlighted item 6347 related to the Housing
and Urban Devel opnent Capital Fund Programin the anount of
$750,000 in corporate dividends to work as a match for $3.3
mllion in federal receipts. The purpose was to expand the
supply of affordable | ow and noderate incone housing and to
strengthen the state's ability to design and inplenent
strategies to achieve an adequate supply of energy
efficient and affordable housing. The program had funded 44
rental projects containing 818 units, rehabilitated 373 | ow
incone hones, and assisted 315 low incone famlies in
pur chasi ng hones.

2:59: 50 PM

Co-Chair Stedman relayed that the capital budget item
di scussion would continue during the afternoon neeting on
the foll owi ng day.

Co-Chair Hoffman requested a report from AHFC show ng the
begi nning bal ance of the proposed FY 13 level of funds
available in AHFC receipts and dividends including funds
the agency planned to expend, the anount it would receive
under the budget, and the balance at the end of the fisca
year .
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Co- Chair Stedman expl ai ned that because interest rates were
so low there was concern about dividend inpacts in areas
including the permanent fund and the state retirenent
system He asked the corporation to include projected AHFC
dividend itens for upcom ng years.

Co-Chair Stedman discussed the schedule for the follow ng
day.

#
ADJ OURNVENT

3:02: 40 PM

The neeting was adjourned at 3:02 PM
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