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COWMM TTEE CALENDAR

SENATE BILL NO 125

"An Act relating to certain vehicles, including trailers; and
relating to notor vehicle dealer advertising, notor vehicle
dealer sales of wused notor vehicles, notor vehicle sales
contracts, notor vehicle service contracts, and notor vehicle
sal es financing."

- MOVED SB 125 QUT OF COW TTEE
SENATE BI LL NO 149
"An Act providing a tax credit for certain contributions to a
qual i fied dog nushing corporation.”

- MOVED SB 149 QUT OF COW TTEE
SENATE BILL NO 175
"An Act relating to the practice of naturopathy; and providing
for an effective date."

- HEARD & HELD
SENATE BI LL NO. 25
"An Act relating to participation by the Alaska Industrial
Devel opnment and Export Authority in energy projects.”

- HEARD & HELD

SENATE BILL NO. 174
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“"An Act requiring certain enployers in the oil or gas production
industries to report certain job opportunities to the Departnent
of Labor and Wborkforce Developnent as public information and
requiring that information to be posted on the Alaska Online
Public Notice System and adding to the duties of the Al aska
Wor kf orce | nvestnment Board."

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: SB 125

SHORT TI TLE: MOTOR VEHI CLE TRANSACTI ONS
SPONSOR(s): SENATOR(s) MEYER

04/ 12/ 11 (S READ THE FI RST Tl ME - REFERRALS

04/ 12/ 11 (S) TRA, L&C

02/ 02/ 12 (S TRA AT 1: 00 PM BUTROVI CH 205

02/ 02/ 12 (S) Moved SB 125 Qut of Committee

02/ 02/ 12 (S) M NUTE( TRA)

02/ 03/ 12 (S TRA RPT 5DP

02/ 03/ 12 (S DP: KOOKESH, HUGGE NS, MENARD, THOVAS,
EGAN

02/ 09/ 12 (S L&C AT 1:30 PM BELTZ 105 (TSBI dg)

02/ 09/ 12 (S Heard & Held

02/ 09/ 12 (S M NUTE( L&C)

02/ 16/ 12 (S L&C AT 1:30 PM BELTZ 105 (TSBI dg)

BILL: SB 149

SHORT TI TLE: TAX CREDI T FOR DONATI ONS TO DOG MUSHI NG
SPONSOR(s): SENATOR(s) THOMVAS

01/ 17/ 12 (S) PREFI LE RELEASED 1/ 13/ 12

01/ 17/ 12 (S) READ THE FI RST TIME - REFERRALS
01/ 17/ 12 (S) L&C, FIN

02/ 09/ 12 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
02/ 09/ 12 (S) Heard & Hel d

02/ 09/ 12 (S) M NUTE( L&C)

02/ 16/ 12 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
BILL: SB 175

SHORT TITLE: PRACTI CE OF NATUROPATHY
SPONSOR(s): SENATOR(s) MOGUI RE

01/ 25/ 12 (S) READ THE FIRST TIME - REFERRALS
01/ 25/ 12 (S) L&C
02/ 07/ 12 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
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02/ 07/ 12 (S) Heard & Hel d

02/ 07/ 12 (S) M NUTE( L&C)

02/ 09/ 12 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)
02/ 09/ 12 (S) Heard & Hel d

02/ 09/ 12 (S) M NUTE( L&C)

02/ 16/ 12 (S) L&C AT 1:30 PM BELTZ 105 (TSBI dg)

BILL: SB 25
SHORT TI TLE: Al DEA SUSTAI NABLE ENERGY PROGRAM
SPONSOR(s): SENATOR(s) MOGUI RE

01/19/ 11 (S) PREFI LE RELEASED 1/7/11

01/19/11 (S) READ THE FI RST TIME - REFERRALS

01/ 19/ 11 (S) L&C, FIN

02/ 08/ 12 (S) SPONSOR SUBSTI TUTE | NTRODUCED- REFERRAL S
02/ 08/ 12 (S) L&C, FIN

02/ 16/ 12 (S) L&C AT 1:30 PM BELTZ 105 ( TSBI dg)

W TNESS REG STER

SENATOR MEYER

Al aska State Legislature

Juneau, AK

POSI TI ON STATEMENT: Sponsor of SB 125.

DANA OVEN, St aff

Senat e Labor and Comrerce Conmttee

Al aska State Legislature

Juneau, AK

PCOSI TI ON STATEMENT: Explained the CS to SB 125.

DR CAROLYN BROMWN, M D.
Dougl as, AK
POSI TI ON STATEMENT: Comment ed on SB 175.

DR. BOB URATA, M D
Juneau, AK
POSI TI ON STATEMENT: Testified against SB 175.

DR. ELI ZABETH ROLL
Bet hel , AK
PCSI TI ON STATEMENT: Opposed SB 175.

JENNI FER YOUNG, representing herself
Chugi ak, AK
POSI TI ON STATEMENT: Supported SB 175.
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DANI EL YOUNG, N.D.
Eagle River, AK
POSI TI ON STATEMENT: Supported SB 175.

DR. JOSEPH ROTH

Val | ey Medi cal Center

Juneau, AK

POSI TI ON STATEMENT: Qpposed SB 175 because of anbi guous wordi ng.

DR. LAWRENCE SM TH, M D.
Eagle River, AK
PCSI TI ON STATEMENT: Opposed SB 175.

DR MARY FOLAND

President, Al aska State Medical Associ ation

Past President, Al aska Acadeny of Fam |y Physicians
PCSI TI ON STATEMENT: Opposed SB 175.

JI M JORDAN, Executive Director
Al aska State Medical Associ ation
POSI TI ON STATEMENT: Conmmented on SB 175.

AMY CHADW CK, N.D.
Pal mer, AK
PCOSI TI ON STATEMENT: Supported SB 175.

CHRI STI N COX, N.D.
Juneau, AK
PCSI TI ON STATEMENT: Supported SB 175.

SENATOR LESI L MCGUI RE

Al aska State Legislature

Juneau, AK

POSI TI ON STATEMENT: Sponsor of SB 25.

M CHAEL PAW.OABKI, Staff

Senator Lesil MGuire

Al aska State Legislature

Juneau, AK

PCSI TI ON STATEMENT: Explained SB 25 and the sponsor substitute
for the sponsor.

JOE GRI FFI TH, General Manager

Mat anuska El ectric Associ ation (MEA)
President, Arctec Al aska, Inc.

Pal mer, AK

PCOSI TI ON STATEMENT: Supported SB 125.
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BOB GCRIMW CEO

Al aska Power and Tel ephone ( AP&T)
Port Townsend, WA

PCOSI TI ON STATEMENT: Supported SB 125.

MARK DAVI S, Econom c Devel opment O ficer

Al aska | ndustrial Devel opnment and Export Authority (Al DEA)
Juneau, AK

PCSI TI ON STATEMENT: Supported SB 25.

DUFF M TCHEL, Executive Director
Al aska | ndependent Power Producers Association
POSI TI ON STATEMENT: Supported SB 25.

PETER NAORQZ, President/ General Manager
Koot znoowoo, | nc.

Juneau, AK

PCOSI TI ON STATEMENT: Supported SB 25.

BOB LOESHER

Al aska Technol ogy Devel opnent G oup

Al aska

POSI TI ON STATEMENT He supported SB 25.

ACTI ON NARRATI VE

1:33:44 PM

CHAIR DENNI' S EGAN called the Senate Labor and Conmerce Standing
Commttee neeting to order at 1:33 p.m Present at the call to
order were Senators G essel, Paskvan, and Chair Egan

SB 125- MOTOR VEHI CLE TRANSACTI ONS

1:35:40 PM
CHAI R EGAN announced SB 125 to be up for consideration

SENATOR MEYER, sponsor of SB 125, said a good job of reaching a
bal ance between the auto dealers, the consuners and the Attorney
General's Ofice had been done with this bill and he was
avai |l abl e for questions.

SENATOR PASKVAN noved to report SB 125 from conmittee wth
i ndi vidual recommendations and attached fiscal note. There were
no objections and it was so ordered.

1: 36: 31 PM
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At ease from1:36:31 to 1:38:03 p. m

SB 149- TAX CREDI T FOR DONATI ONS TO DOG MJSHI NG

1:38: 03 PM
CHAI R EGAN announced SB 149 to be up for consideration.

1:38: 17 PM
SENATOR DAVI S joined the commttee.

CHAI R EGAN, finding no further questions, asked for a notion

SENATOR PASKVAN noted for the record he was a |lawer for the
Yukon Quest for many years and sat on the Board of Directors.
Wth that, he noved to report SB 149 from comrittee wth
i ndi vi dual recommendations and attached fiscal note. There were
no objections and it was so ordered.

1:39: 50 PM
At ease from1:39:50 to 1:40:47 p. m

SB 175- PRACTI CE OF NATUROCPATHY

1:40: 47 PM
CHAI R EGAN announced SB 175 to be up for consideration

SENATOR PASKVAN noved to bring CSSB 175(L&C), version \B, before
the conmmttee [l abel ed 27-LS1230\B].

CHAI R EGAN obj ected for purposes of public testinony.

DANA OVEN, staff to the Senate Labor and Commerce Conmitt ee,
explained that the commttee substitute (CS) inserts Senator
G essel's anendnent from the last hearing. The intent is to
bring statute in line wth its original intent.

CHAI R EGAN asked where the anmendnent was | ocat ed.

MR. ONEN replied in the second section of the bill

SENATOR PASKVAN said his understanding is that section 2 returns
the practice to what has historically been done for the |ast 18

years.

MR. ONEN replied the intent of the anmendnent was to bring into
statutes the | anguage that was originally covered in regul ation.
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However, Senator G essel asked to have several words struck from
her original anmendnent and the final version of the anmendnent
t hat includes those changes.

SENATOR G ESSEL expl ai ned that the anendnent, on page 2, line 1
says, a "dietetic renedy" but in regulation it says "dietetic
substance". She changed "substance"” to "renedy", but then all of
section (c), lines 3-13, were the anendnent. She renoved "or
other natural substance” that was in regulation because it
seened to be a source of confusion

SENATOR PASKVAN said renoving that phrase doesn't change the
practice over the |ast 18 years.

SENATOR G ESSEL replied that was her discussion with Dr. Jasper
who felt it did not change the practice.

1:45:20 PM

At ease from1:45:20 to 1:46:11 p. m

1:46:11 PM

DR. CAROLYN BROWN, M D., Douglas, said she practices clinical
obstetrics and gynecol ogy, public health and preventive

medi ci ne. Naturopaths have indicated that this neasure is needed
because sonme pharmacies have recently refused to supply them
with natural or herbal nedicines and that they are doing so
because of i nstructions from the Al aska Di vi si on of
Cor porations, Business and Professional Licensing. That struck
her as a bit unusual and in the spirit of transparency and | ack
of any stated docunentation of facts or other data that she
could find, she thought it would be good to find just what the
nature of the problemis.

She said Senator McCGuire indicated that SB 175, would not expand
the scope of practice, but rather protect the practice. She
asked what needs protection in statute that is not provided in
regul atory | anguage that has an 18-year history.

DR. BROWN said of the thousands of biopharmaceuticals, many are
from concentrates and extracts for which the Food and Drug
Adm nistration has authority and it would be very helpful to
know which specific drugs, nedicines and pharmaceuticals the
nat uropaths wi sh to have prescriptive authority for. Do they
want prescriptive authority for everything in the Physician Desk
Ref erence (PDR)? Al nost everything in the PDR has at one tine
been a natural drug. She said there is a lack of docunentation
about why a change in statute or regulation is really needed.
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1:53: 23 PM

DR. BOB URATA, MD., Juneau, testified against SB 175, because
it would expand the scope of practice of naturopathy by giving
them prescriptive authority for prescription drugs. Because it

isn't specific and could be interpreted broadly, they wll be
able to prescribe penicillin and cephal osporin antibiotics which
are derived from fungus, streptonycin and genonyci n,

tetracycline antibiotics and the macrolide antibiotic which cone
from the actinonycetes fungus. He nentioned other FDA-controlled
medi ci nes that could be prescribed by naturopathic doctors if
this passes, which is not the intent of this bill.

DR. URATA said sone of his patients go to naturopaths and that
is fine with him but he did have patient once on a strong
chenot herapy drug for cancer. During the time when his white
bl ood cell count was at its |lowest he was getting colonics from
naturopathic doctor to reduce its side effects. This is a
dangerous procedure and unfortunately it caused a serious bl ood

infection <called Sepsis, requiring the patient to get
hospitalized. He has done well, but ever since he asked patients
not to get colonics while they are on chenotherapy. Patient
safety nust be the utnobst concern in this bill. This neans

doctors of any kind nust practice within the scope of their
education, training and experience, and allow ng naturopathic
doctors to prescribe prescription drugs controlled by the FDA is
a danger ous expansion of their scope of practice.

SENATOR PASKVAN sai d he understands that pharmaci es have stopped
di stributing products to naturopaths in a manner they had done
for the prior 18 years and asked if that was his understanding
as wel | .

DR. URATA replied that he wasn’t famliar with that.

SENATOR G ESSEL asked if he was the person prescribing the
oncol ogi ¢ drug.

DR. URATA replied yes along with the oncologist; famly practice
doctors work wth closely with the specialist in order to
provi de the care patients need rather than having to nove out of
town away fromtheir hones, friends and support.
SENATOR G ESSEL said access to care is the key.

DR. URATA agr eed.
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1:58:19 PM

DR ELIZABETH ROLL, Bethel, said she is a famly practice
physi cian and opposed SB 175. She said naturopathic doctors
shoul d not be able to prescribe drugs that are regulated by the
FDA, because they have not had the training in them She said
the intent of the bill is not to expand their scope of practice,
but that is exactly what it does. It doesn't clarify what drugs
they could and couldn't prescribe. She had seen severa
i nstances where bad things had occurred.

SENATOR PASKVAN asked if she was aware that pharnacies stopped
distributing products they were distributing for the last 18
years.

DR. ROLL replied that she hadn't heard that.

2:01:01 PM

JENNI FER YOUNG, representing herself, Chugiak, said she is a
cardiac nurse and a patient of Dr. Daniel Young; she said she
sees the benefits of both allopathic and naturopathic nedicine.
Oten she thinks having both would make a patient's outcone
better than using just one of them Naturopathic doctors in this
state have had rigorous training in order to serve their
patients, and she asked that they be allowed to use the tools of
their trade to give Al askans health care choices. Wthout
putting this regulation into law their choices wll becone
severely limted.

She said she is nmarried to Dr. Young who is a naturopath and had
been hel ped by naturopathic nedicine. \What bothers her is that
medi cal doctors don't have the training in natural substances
t hat naturopathic physicians do and that these are very hel pfu

and the choice of many people who need care. That choice should
not be taken away because of fear and bi as.

2:03: 24 PM

DANIEL YOUNG N.D., said he had practiced in Eagle River for 17
years and supported SB 175. He said it is disturbing that
anot her profession can "just dictate" what another profession
does. He has 26 years of education and attended a naturopathic
medi cal school that is accredited by the Council of Naturopathic
Medi cal Education that is overseen by the U S. Departnent of
Education. This is the same body that accredits allopathic and
osteopathic nedical educati ons. There is no doubt t hat
naturopathic doctors are the experts in the practice of their
nat ur opat hi ¢ medi ci ne.
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MR. YOUNG sai d naturopaths have practiced in Al aska for 26 years
and have an excellent safety record. The current statute is not
a good one, but they have made due. On several occasions over
the past few years they have tried to nake it comensurate with
their education only to be stonewalled by the opposition that
di ssem nates msinformati on based on opinion, bias, ignorance
and fear. This bill does nothing nore than preserve the current
practice of naturopathic nedicine in Alaska and allows the
t housands of patients they serve to continue their right to
choose their form of nedicine.

Nat uropaths practice from their heart a nedicine that they
believe in and know will work and inprove the lives of their
patients. Naturopathic nedicine is safe and effective and
af fordable. They do not wish to wite for antiquated natural
substances such as penicillin or digitalis, quinine or sone
anticancer nedications because quite frankly they have better
things to offer.

2:06:11 PM

DR. JOSEPH ROTH, Valley Medical Center, said he is a famly
doctor in Juneau. He said he was against SB 175 mainly because
the prescriptive substance wording is very anbi guous.

SENATOR PASKVAN asked if he was aware that pharnacies are not
distributing the products they had been distributing for the
| ast 18 years.

DR. ROTH replied that he was not aware of that, but wasn't
surprised. He knows from sonme of the commttees he sits on at
the hospital that there are concerns about "creep" of what
naturopaths are starting to prescribe and that their I|evel of
education isn't appropriate for, like digitalis and synthroid, a
t hyroi d nedi cati on.

SENATOR PASKVAN asked if he knew the source of the pushback.

DR. ROTH replied that he didn't, but one of his commttees had
to review a conplaint about a naturopath for using a substance
he didn't knowif it was froma group or an i ndividual.

DR. LAWRENCE SMTH, M D., Eagle R ver, said he had served as a
physician in the Arnmy and for Alaska Native Health Care and
continues to serve in private practice in his conmunity now. He
said he didn't hold any aninobsity toward those practicing
nat uropat hy, but he wanted to urge them to carefully consider
the wording of SB 175. The word "prescription”™ can mean many
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things. It's generally considered an order or a request to
another party to respond by fulfilling that request. It can
range froma prescription for eye glasses to recomendati ons for
an exercise or well ness program

DR SMTH said he believed that the prescribing of drugs and
pharmaceutical preparations that require a prescription should
be limted to those whose training is designed for such a
practice and that allopathic training provides for the
prescri bing of such nedications. He didn't presune to have the
knowl edge of naturopathic preparations to the sane degree as
those trained in naturopathic nedicine and makes no such clains
to his patients. Likewise, if individuals want to prescribe or
di spense prescription nedications, they should attend nedical
schools that confirman MD. or a D.O degree.

He didn't think that "naturally derived substances" was
adequately defined as nany drugs that require prescriptive
authority have their basis in naturally occurring substances. If
the FDA or the DEA requires a prescription to be witten in
order for a substance to be dispensed, then this should be |eft
in the hands of those trained in allopathic nedicine. Utimately
their main concern should be for patient care. Patients nake
many choi ces about where to receive care and linmtations need to
exi st on scope of practice and delivery of care for all levels
of health care providers.

He urged them to not blur the lines of distinction past the
point of safety for patients and said that |imting naturopaths
to natural substances is a step in the right direction.

2:12: 15 PM

DR. MARY FOLAND, President, Alaska State Medical Association,
said she is a famly practitioner and wrks at Primary Care
Associ ates in Anchorage. She said she is a past president of the
Al aska Acadeny of Famly Physicians; both of those have the
health of Alaskans as their primary concern. She said not to
interpret the lack of calls and letters from physicians and
patients as disinterest in this bill that has the potential to
have trenmendous and irreversible inpact on patient safety. It is
not an issue of turf protection or conpetition.

DR. FOLAND said the stated goal of this bill to preserve the
status quo is not as straight forward as it seens, but its
| anguage would actually expand the prescriptive privileges
beyond what is currently legal and to a nebulous limt. The
phrase "any natural substance" is vague and includes things that
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were nmentioned already. It would be helpful to have a "w sh
l[ist"™ of what naturopaths want to prescribe and then doctors
could evaluate and research each thing on that [ist
scientifically.

She has heard of vitamn Bl12, Vitamn C, saline and capsaicin in
certain percentages, and the general opinion of the doctors she
has talked to is that those would be fine. Medications |isted by
the FDA as prescription drugs, which by definition require a
prescription by a |icensed physician, would not be okay. It has
never been the intent of the State Mdical Association or the
Acadeny of Family Physicians to restrict or shut down the
practices of naturopaths. They really want to clarify what
subst ances specifically can be used within an appropriate scope
of practice for future reference.

2:17:11 PM
SENATOR PASKVAN asked if she was aware that other natural
subst ances | anguage had been renoved.

DR. FOLAND replied yes; but there is still room for
clarification.

SENATOR PASKVAN asked if she was aware that pharnacists are not
di stributing products as they have done over the l|last 18 years
wi th respect to naturopaths.

DR. FOLAND replied yes.

SENATOR PASKVAN asked what the reason is for pharmacies to stop
doi ng that.

DR. FOLAND replied when the Division of Corporations, Business
and Professional Licensing was |looking into the issue, they
found prescriptive practices that nmade them unconfort abl e.

SENATOR PASKVAN asked if she was saying the source of the
pharmaci es ceasing to distribute products is the division.

DR. FOLAND replied that was her understandi ng.
SENATOR DAVI S asked her to expand on what the division did. They
had the information, and what did they do when they found out?

Did they tell her, or did they send letters out to stop the
practice?
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DR. FOLAND replied that she just heard that in the |last week's
t esti nony.

SENATOR DAVI S said they had asked the division and they denied
it and asked Dr. Foland if she had inside information.

DR. FOLAND replied that she didn't have inside information. She
just listened to the previous hearings on the bill.

SENATOR DAVI S said she understood that Dr. Foland was told there
was reason why the division had a concern and that sonething was
sent out. Therefore the prescriptions were not filled for
nat ur opat hs.

DR. FOLAND said the only information she has is from listening
to testinony at the previous hearings.

2:20: 20 PM

JIM  JORDAN, Executive Di rector, Al aska State Medi ca
Associ ation, said he hadn't seen the CS to SB 175, so he didn't
want to offer an opinion on it. But he did suggest defining
"prescription drug" using the definition found in FDA statutes
and regul ations, because it would nmake their application nore
consi stent between the nedical community and the pharnaci es.

2:22: 07 PM

SENATOR G ESSEL said the reference to prescription drug occurs
in things that a naturopath cannot do and the CS m ght assuage
sone of his concerns.

MR,  JORDAN responded that he also believed that the FDA
definitions would apply to other areas of drugs that do not need
prescriptive authority.

2:23:21 PM

AMY CHADW CX, N. D., Pal ner, said a nat uropath's
education is extensive in human anatony, physiology, disease and
the use of natural nmedicine and all they are asking for is to
mai ntain the current standard of practice they have had for the
| ast 18 years, not expand their scope of practice. She remarked
that many of the exanples of nedications used here were
antiquated and wouldn't be used anyway by a responsible
physi ci an.

2:24: 28 PM

CHRI STIN COX, N.D., Juneau, said she has practiced safely in
Juneau for the last 10 years wunder the current statute and
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regul ations and they are just trying to nove current regul ations
into statute. None of the horror stories have cone to pass for
the last 18 years, and she did not see why anything would change
from nmovi ng regul ati on | anguage into statute.

M5. COX said she has served 564 patients in the Cty of Juneau
safely without any problens. It's frustrating that in a day when
peopl e need access to safe, affordable, health care that they
are fighting to preserve their already Ilimted scope of
practice. A Wall Street Journal article said that there will be
a shortage of 30,000 general practitioners in the US. in the
next couple of years. The reason there is a shortage is because
general nedicine doesn't pay like specialties do. Naturopathic
doctors choose to be general practitioners, and they go into
this field knowing they will never make the kind of noney that
medi cal doctors do, and they provide access to care that
patients don't otherw se have and oftentines can't afford.

CHAIR EGAN closed public testinony saying he would hold this
bill until Tuesday.

SENATOR PASKVAN said he was willing to pass it today, but if
they wait wuntil Tuesday, his focus would be on getting sone
answers fromthe Division of Corporations. He said:

"1l make it even a little nore focused. In other
words, ny perception is that the pharnmacies have
ceased distributing products to naturopaths as they
have done for the last 18 years. |If the division
hasn't done anything to correct what appears to be a
wong, then the question is how long do they do
not hing before they beconme an active participant in
that wong. That's the first question, and then the
second question is how long can the division do
nothing before their plausible deniability erodes to
nothing. I want to have answers to those questions.

CHAIR EGAN said he wanted M. Habegar and Ms. Chanbers back on
Tuesday to answer questions that have been brought up tw ce.

[SB 175 was held in conmttee.]

SB  25- Al DEA SUSTAI NABLE ENERGY PROGRAM

2:29: 44 PM
CHAI R EGAN announced SB 25 to be up for consideration [SSSB 25,
| abel ed 27-LS0290\ D was before the commttee].
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SENATOR MCGQUIRE, sponsor of SB 25, said they initially
envisioned this as being part of their Senate's energy package
that it passed; it's a mssing link.

She said they created the wldly successful weatherization and
home energy rebate program that focuses on individual Al askans
and their residences; the feedback has been wonderful from
Al askans who have becone educated about energy conservation.
They have also created a renewable energy grant fund that
started helping particularly smaller communities transition to
cl eaner sustai nable energy that is non-diesel and hopefully wll
help them survive into the next 100 or 200 years. They also
passed an energy omibus bill that created an energing energy
technology fund and a suite of prograns that are now really
starting to take effect.

When they went over the energy package, she canme at it from a
few angles: direct grants as in the energing energy technol ogy
fund, direct partnerships as in the weatherization program and
a | oan conmponent with comercial |oans in other areas. But SB 25
is really the mssing piece in order to get nore energy
infrastructure and projects going in the state.

SENATOR MCGQUIRE said they had also rejuvenated the Cook Inlet
with new tax incentives and started work on an in-state gas
pipeline and the Susitna dam But Al askans know the energy
chall enges are still as dire as ever and this year the average
price of oil is the highest it has been since 1860. Wile the
state enjoys its surpluses, Al askans continue to be strangled by
t hese energy costs.

She said she introduced SB 25 because she believes they have an
opportunity to put sonme of the state's savings to work in Al aska
by making capital available for energy projects. Today utilities
and devel opers borrow noney from out of state when they can get
the credit to build projects and they must pay interest to
i nvestors which everyone ultimately pays in their rates. Then
they leave Alaska. SB 25 is not just about getting nore energy
projects in Alaska, but it's also about getting Al askans to
invest in Alaska. Currently those loan interest paynents are
paid to out of state corporations, but why not |eave them here
at hone inside Al DEA which pays back dividends to the state that
go into the general fund?

SENATOR MCGUIRE said the state invests its surpluses and savings
in stocks, bonds, real estate and infrastructure outside of the
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state in the Permanent Fund. Alaska is a big facilitator of a
| ot of energy projects throughout the U S, and the world, but
not right here in our own state. She noted that Territorial
Governor Ernest Guening recognized this fundanental problem
with Al aska's econony when he said, "Too nuch is going out and
not enough is staying here in Al aska."

She said she introduced SB 25, Alaska's Sustainable Strategy for
Energy Transm ssion and Supply (ASSETS), to try to chip away at
this colonial nodel Alaska is still stuck in 52 years after
statehood. She said to her AIDEA has been the nobst successful of
all the state's investnent prograns. It has returned al nbst the
entire principle of $390 mllion. Last year alone it returned
al nrost $28 mllion. So she decided to put this energy programto
work under that rubric as opposed to AEA or sone other agency,
because it has a credit worthy sustainabl e nodel.

2: 35: 04 PM

M CHAEL PAW.OWSKI, staff to Senator McCGuire, said he would hit
the highlights of his power point presentation on SB 25 that was
al so available in nenbers' packets. He said the reports they
gave the commttee are largely energy reports that identify a
ot of projects, but this bill does not endorse any particul ar
project. It is about how to finance all and any projects and to
| et the best ones nove forward.

He said the basic challenge is that a lot of noney will have to
be spent in the next 10 years on energy in the state of Al aska.
The pat hway docunent was prepared in 2010 and identified al npbst
$2 billion in capital spending in the next 10 years. The G eater
Rail belt Integrated Resource Plan (GRETC) identified between
$13.6 and $21 billion in spending over the term of that
docunent. The recently released Southeast Integrated Resource
Plan identified up to $1.4 billion in relative near term
spending that has to happen. The point of these reports is to
point out that a lot of investnment will need to be nmade in
energy infrastructure, and the question before the |egislature
is whether, given declining oil production, the available
revenue is enough to help these projects go forward.

MR. PAW.OABKI said this becane a |arger issue because |ast year
this body included I|anguage 1in the capital budget that
explicitly expressed legislative intent that the state's capital
investnment in energy generation projects not exceed 50 percent
of the total investnent required to fully conplete those
projects. That neans 50 percent of the project will have to be
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borrowed and financing has been identified as one of the
greatest challenges facing the energy systemin the state.

There is a huge gap between what is needed and what can be
financed, the point being that with the small population and
wth a |[imted rate base, the capital expenditures will exceed
the Railbelt's debt capacity. Financing is an inportant part of
the revenue streamin any energy project. For instance, the debt
service on a 100 percent debt financed Southeast hydro-project
is 78.1 percent of the revenues. Al the rates the consuners pay
go to paying debt service and that noney |eaves the state.
ASSETS says this is a big problem and the |egislature has said
tackle it and provide an upper limt on grants and go forward.

MR. PAW.OMNSKI said the governor and the legislature tried to
deal with this a few tinmes but were unsuccessful in a couple of
bills. SB 143 tried to get the Railbelt together and offer sone
financing, but failed to pass in 2009/2010. The governor then
brought in SB 42 last vyear that had increased financing
authorities for AEA, but those were taken out in the Senate
Resources Conmittee and the bill ultimately passed the
| egislature but was limted to a Susitna dam power project. SB
25 was introduced at the sanme tine SB 42 was but was deferred
until SB 42 worked its way through the |egislature.

Now that the financing gap still exists, he said a sponsor
substitute for SB 25 was introduced and brought forward. The
back three sections are probably the nost inportant - 10, 11 and
12 - but the earlier sections are a |lot of conform ng | anguage.

First, M. Paw owski said, SB 25 creates the Sustainable Energy
Transm ssion and Supply Developnment Program and Fund (SETS)
within the Alaska Industrial Developnent and Export Authority
(AIDEA) (Sections 10 and 11). The bill proposes that the SETS
fund be capitalized with $250 nmillion (in section 2). This
becones the core capital that beconmes the noney that AIDEA can
borrow against or lend out to energy projects. Then the |arger
portion of the bill in section 3 is conform ng |anguage adding
the word "energy" into AIDEA' s enabling statutes about their
mssion to clarify that the legislature is asking AN DEA to take
an active role in energy as an econom c devel opnent tool.

Section 6 makes changes to the |oan participation program and
this section is intended to make sure that sections 10 and 11
don't unfairly conpete with the private sector. AIDEA currently
offers a program where commercial lending institutions work with
the private sector but Al DEA cones behind themto participate in

SENATE L&C COW TTEE -17- February 16, 2012



the loans. The purpose of broadening "transmission® to "an
energy project” is to make sure if someone did want to work with
a commercial lending institution to develop a project that it's
not unfairly being conpeted with by the SETS program

2:41: 00 PM

MR. PAW.OANSBKI said another inportant point within that section
is the inclusion of AIDEA's ability to participate in a |oan
participation programto finance energy efficiency inprovenents.
Typically, AIDEA can buy up to 90 percent of a |oan and section
6 proposes up to 100 percent for an energy efficiency project.
That is to try and get out of the problem the |egislature has
poked at for three years: primarily that we have weatherization
for homes, the energy efficiency revolving loan fund for public
facilities, but we have very little for the conmercial sector.
So if a local business wants to make their business nore energy
efficient they could work with their |ocal banks and Al DEA could
step in to help the banks reduce the risk of that |oan.

2:41: 48 PM
Finally renewable energy projects were added to the existing
incentive interest rate program that AIDEA has for its prograns
that apply only to economic or rural developnent projects in
section 9.

MR. PAW.OASKI said inportant powers were added in section 10, on
page 8, lines 3-28. Unlike AIDEA's existing program the
separate fund has the power to finance projects, ensure project
obligation, guarantee |oans or bonds or establish reserves, but
also to defer principal paynents or capitalize interest on
project financing to finance projects of a termup to 30 or 50
years for hydroelectric or transm ssion. AIDEA can currently do
50 years on transmssion, but hydro projects are long term
projects with long term payouts, and the |onger you can stretch
the termout the better rates the custoners ultimately will pay.

Senator MQire wanted to be sure there was an appropriate
legislative role in the decisions to finance projects, so
[imtations were placed on the power of AIDEA to engage in these
projects. |If AIDEA wants to finance nore than one-third of the
capital cost of an energy project or guarantee a |oan that
exceeds $20 million that would have to conme back to for
| egi slative approval. The $20 mllion is a nunber that exists in
current AlIDEA prograns; the one-third nunber is really because
50 percent would be 50 percent grant/50 percent |oans and the
point was to insure that there was sone other financing involved
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in the decision process. So another third party group is doing
sonme due diligence here.

2:43: 43 PM

MR. PAW.OABKI reiterated that the reason the bill was put into
Al DEA was that unlike typical revolving loan funds, in theory,
the bill should actually generate revenues for the state as
AIDEA's earnings increase. That would return noney to the
treasury that the legislature could decide to fund other
prograns with. Since it has been capitalized, AIDEA has paid
$324,500,000 in dividends and in 2011 it was al nost $20 million.

MR. PAW.ONSKI expl ai ned how SETS would work within AlIDEA. First
the legislature would capitalize the SETS fund; Al DEA would use
the SETS fund to facilitate the financing of energy projects

those projects through the rates would repay the loans or the
investnments from AlIDEA;, AIDEA would then have the ability to
also reach out to the capital narkets to backfill the fund by
using the Jloans as an asset. |It's really setting up an
i nvestnment vehicle that can perpetuate itself and grow, so that
20 or 30 years from now the funding will exist to build the
infrastructure to replace the infrastructure built wth this
fund.

He said it's inportant to note that SB 25 is not the answer to
Al aska's energy challenges. There will always be a role for the
| egi slature sinply because of the small population, but it does
provide a tool that is mssing fromall the work the legislature
has done.

SENATOR DAVIS noved to the adopt CS, version D [SSSB 25, 27-
LS0290\ D) .

CHAI R EGAN obj ected for discussion.

2:46: 11 PM

JOE GRIFFITH, General WManager, Matanuska Electric Association
(MEA) and President of Arctec Alaska, Inc., Palner, said they
supported SB 25. He said M. Pawl owski was right on point and
this is a step that will contribute to a nore sustai nable energy
future for the state. He said the energy industry is the world's
bi ggest industry and the nost capital intensive. In spite of a
| ot of heroic efforts by a small nunber of people that run this
industry in the state, they do achieve high Ilevels of
reliability, but the systemis old and needs a lot of "tender
loving care.” It never was conpleted properly because of the
lack of capital. It is only through astute balancing of the
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costs of doing business that they are able to keep working as
well as they do. Electrical energy is the grease for the
econony, and SB 25 would help the state | everage several billion
dollars. The nunbers are staggering, and wutilities working
together do not have the fiscal strength to do what 1is
necessary.

2:48:49 PM

BOB GRIMM CEO  Alaska Power and Tel ephone (AP&T), Port
Townsend, WA, said SB 25 is a good tool to assist getting the
stranded energy resources of Alaska to market and put them to
work for Al askans. He asked that consideration be given to the
projects in the rural areas and wanted the anmount to capitalize
the fund increased from what is being proposed. Further he
advised the sponsor to investigate the program to ensure the
Al DEA can cooperate with other federal |oan guarantee prograns
like the BIAto reduce the state's risk.

2:49: 57 PM
MARK DAVI S, Econom c Devel opnent O ficer, AIDEA, supported SB 25
but said the admnistration has no position on it. It's much

better than the wearlier draft, because it <creates a new
financing program That is inportant to ADI EA, because the new
program woul d separate these potential l|oans from the current
revolving loan fund and preserve its current financial ratings.
A technical issue is that the interest rate on a loan is not set
and there is no explicit authority to nmake a loan; neither is
there explicit authority to issue a bond and there is no
reference to revenue bonds. So a little nore work needs to be
done to nmake it better.

SENATOR G ESSEL asked if he will be offering those amendnents or
wor king with the sponsor

MR. DAVIS replied that he has been authorized to nmake technica
assistance, but the admnistration has no position on this
neasure.

2:51:11 PM
DUFF M TCHEL, Executive Director, Alaska |ndependent Power
Producers Association, supported SB 25. He added that this
allows private entrepreneurs to create jobs and a lot of them
woul d occur where the energy is created, which would be in a
rural area.

2:52:21 PM
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PETER NAORQZ, President/General Manager, Kootznoowoo, Inc.
supported SB 25. However, he said he wanted to see the initia
capitalization nunber higher. But for now $250 million can go a
long way. The point is to |leverage state assets not only to do
good work but to bring private capital into the state, because
it can't fund everything it needs itself. He said Kootznoowoo is
the village corporation for Angoon and the recipient of the
state's largesse, and they really appreciate that, but big
projects in their area need to get done. Those are the ones that
will finally make the state mature. SB 25 wll allow for
Koot znoowoo to invest in the state, as well as mning interests
in projects that aren't feasible right now and ti nber.

2:54:.27 PM

BOB LOESHER, Al aska Technol ogy Devel opnment G oup, said he has
been involved in infrastructure developnent in Southeastern
Al aska for many years. He supported SB 25. He served on the
Al DEA board for six years and is famliar with the protocols and
even- handedness of investnent decisions Al DEA nmakes. Adding this
fund would stinmulate investnent in energy and other economc
devel opment that wll create jobs. Adding this to AD EA would
also strength its portfolio and nake investnent from the Al aska
participation greater; it is the best instrunent to facilitate
this kind of investnent.

CHAI R EGAN said that conpleted public testinony. [SB 25 was held
in commttee.]

2:57: 05 PM

There being nothing further to cone before the conmttee, Chair
Egan adjourned the Senate Labor and Commerce Standing Commttee
nmeeting at 2:57:05 p. m
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