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CHAIR MKE DUNLEAVY called the Senate Labor and Comerce
Standing Committee neeting to order at 1:33 p.m Present at the
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call to order were Senators Stedman, M cciche, d son, and Chair
Dunl eavy. Senator Ellis arrived soon thereafter.

SB 159- Al R AMBULANCE SERVI CES

1:33: 36 PM

CO- CHAI R DUNLEAVY announced the consideration of SB 159. "An Act
relating to air anbulance service providers, air anbul ance
menbershi p agreenents, and regulation of air anbul ance service
providers and air anbulance nenbership agreements by the
di vision of insurance; and providing for an effective date."

1:33: 55 PM

CHRI STIE JAM ESON, Staff, Senator Bert Stedman, sponsor of SB
159, introduced the bill on behalf of the sponsor. She read the
following sponsor st at enent into the record: [Oiginal
punct uati on provided. ]

Since January 2009, Airlift Northwest, the Seattle
based provider of |lifesaving air nedical transport
services, has offered the popular AirCare nenbership
program to residents of Southeast Al aska. Over 1,600
Sout heast households are enrolled in the program Air
medi cal transportation is expensive and insurance may
not cover all the costs. The purpose of the AirCare
programis to cover all out-of-pocket expenses such as
deducti bles and coinsurance anmounts that may not be
covered by the primary payer. As an AirCare nenber,

only your insurance conpany receives a bill. Arlift
Northwest is secondary to all payers and works
directly wth your insurance conpany for clains

processing. The AirCare program directly helps fund
Airlift Northwest so they can transport critically ill
or injured patients to hospitals with levels of care
not | ocally avail abl e.

Since its inception, the AirCare program was offered
to Alaskans under a regulatory exenption it received
from the Alaska Division of Insurance. However, after
an organi zati onal restructuring, the D vision of
| nsurance deenmed the program no |onger exenpt from
i nsurance regulation as stated in AS 21.87.010 under
which Airlift Northwest was providing the program As
a result, the Division of Insurance ordered Airlift
Northwest to cease enrolling new nenbers. Airlift
Nor t hwest IS allowed to honor their exi sting
menberships but is not allowed to renew expired
menber shi ps.
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If Arlift Northwest wants to continue offering the
AirCare program then the program nust either be fully
insured by a health insurer authorized by Alaska or
Airlift Nort hwest nust obtain a certificate of
authority pursuant to AS 21.09 to transact health
insurance in Alaska. Since Airlift Northwest operates
under the unbrella of University of Washington's
medi cal system becoming a licensed insurer in Alaska
is not an option for them

Senate Bill 159 wll exenpt air anbul ance services
from the state’'s insurance code, thereby allow ng
Airlift Northwest to continue offering the AirCare
programto Al askans.

1:37:33 PM
SENATOR OLSON asked the reason for the restructuring that
elimnated the regul atory exenption.

SENATOR STEDMAN suggested the Division of Insurance answer the
guesti on.

SENATOR COLSON asked what other nedevac services in the state
woul d be affected by this |egislation.

M5. JAM ESON offered her wunderstanding that Apollo [MI] from
Fai rbanks would also be affected and they haven't voiced an
opi nion on the |egislation.

SENATOR OLSON asked if Apollo MI is owned by an Al askan conpany
or an outside entity.

M5. JAM ESON sai d she didn't know.

SENATOR OLSON asked if Airlift Northwest and Guardian are
ineligible to receive a certificate of insurance in Al aska
because they' re owned by outside entities.

MS. JAM ESON said she didn't know.

[1:39:19 PM
SENATOR ELLI S joined the conmittee.

SENATOR COLSON

MARTY HESTER, Acting Director, Division of Insurance, introduced
hi nmsel f.
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SENATOR COLSON asked why the division undertook a regulatory
change that elimnated the exenption

MARTY HESTER clarified that it wasn't the division that changed
regul ati ons. The division was approached by another conpany that
wanted to offer simlar nenbership agreenents and operate under
the sane exenption as Airlift Northwest. The division deened
that the new conmpany did not neet the Title 21 exenption. After
inquiry, the division subsequently determned that Airlift
Nort hwest no longer qualified for the exenption that was offered
in 2008, because in 2010 the conpany restructured to becone a
nonprofit under the University of Washington.

Airlift Northwest is considered a nunicipality under WAashi ngton
statute and they petitioned the Division of Insurance to be
considered a nunicipality under Alaska statute or a nonprofit
medi cal service corporation under AS 21.87.010. After
di scussions with Departnent of Law, the division deenmed that
Airlift Northwest neither qualified as a nmunicipality under
Al aska statute nor as a nonprofit nedical service corporation
because they weren't offering a nmedical service. The conpany was
in fact offering a benefit by waiving deductibles and
coi nsurance of nenbers that purchased the agreenents. Thus, the
Division of Insurance contacted Airlift Northwest and asked the
conpany to cease and desi st.

SENATOR OLSON comented that it sounds as though it was a
reinterpretation of AS 21.87.010.

MR. HESTER clarified that Airlift Northwest changed structure in
2010 to beconme a nonprofit under the University of Washington.
Responding to further questions, he restated the forgoing
expl anat i on.

SENATOR OLSON asked if Airlift Northwest aircraft are designated
as public wuse aircraft since they're a nunicipality under
Washi ngt on st at ut e.

MR HESTER said he wasn't sure.

1:45: 01 PM

SENATOR OLSON offered his view that anybody who flies a sick
person to get nedical care is offering a service. He opined that
the division did the people of Al aska a disservice by issuing
the cease and desist order. He asked if it's true that nedevac
services are no | onger avail abl e.
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MR. HESTER clarified that the division's determ nation was that
an air anbulance service provider can't offer the nenbership
agreenent. They can still operate, but they can't offer the
benefit to not bal ance bill the additional cost.

SENATOR OLSON reiterated that this is working against the public
interest and putting sone people in dire straits.

MR. HESTER responded that part of the mssion statenent of the
Division of Insurance is to protect the consunmer. In conjunction
wi th Departnment of Law, the division determ ned that the product
that was being offered by Airlift Northwest did not neet the
requi red exenptions under AS 21.87.010. He al so pointed out that
a product was still available to Al askans when this decision was
made. The division determned that it was protecting consumers
by applying the statute as it was witten.

SENATOR COLSON maintained that from a nedical standpoint the
decision is working to the detrinent of the patient.

1:48: 28 PM

SENATOR STEDMAN voiced concern that the lack of conpetition is
driving the price structure of air anbul ance services. He asked
the division's opinion about altering the statute to allow
further conpetition.

MR. HESTER responded that the division sees that SB 159 would
provi de consuner protections and allow additional business for
products that Alaskans have asked for to be witten in the
state.

SENATOR STEDMVAN said he takes that as a statenment of support for
the bill.

1:50: 06 PM
MR. HESTER restated the division's mission statenent to regul ate
the insurance industry to protect Alaskan consuners. He

continued to say that consunmers need products in Al aska and the
state needs to be open for business to provide those products to
Al askans. SB 159 provides the protections that consuners need
and allows the products consuners are asking for, he said.

SENATOR STEDMAN di sclosed that he is a licensed life and health
i nsurance agent.

1:51: 14 PM
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CO CHAI R DUNLEAVY asked what happens to a nenber who needs a
pl ane and one isn't avail abl e.

MR. HESTER said the products that were sold in the past did not
guarantee service and any sold in the future wouldn't either.
Conpanies may decide to offer reciprocity but he couldn't speak
to the specifics because he hadn't seen those products.

CHAI R DUNLEAVY observed that sonething could be witten into the
agreement .

MR. HESTER agr eed.

SENATOR M CCI CHE referenced Section 2 subsection (c) on page 2,
lines 6-9, and summarized that a third party isn't required to
provide air anbul ance service. He asked if state |aw requires
sonebody who is available to respond to a person who is in
nmedi cal need.

MR. HESTER offered to follow up with the answer.

SENATOR M CCICHE asked if other conpanies currently operate
under the existing exenption.

MR. HESTER answered no, but one underwitten conpany is offering
the product and it is conpliance with Title 21.

1:54:. 08 PM
SHELLY DEERI NG Regional Manager, Airlift Northwest, Juneau,
Al aska, introduced herself.

CHRI'S MARTIN, Executive Director, Airlift Northwest, University
of Washi ngton, Seattle, Washington, introduced herself.

M5. DEERING said she is testifying in support of SB 159, which
seeks to provide Al askans with the ability to participate in
nmenbership prograns for air nmedical transportation. She has been
the regional nmanager of Airlift Northwest ("Arlift") for 21
years, and the conpany has been transporting patients from
Sout heast and other regions of Alaska for 32 years. She and the
staff of 19 nurses and pilots live in Juneau. She expl ai ned that
Airlift sold air care nenbership in Alaska from 2008 wuntil
Novenber 2013 when the Division of Insurance asked the conpany
to stop due to a restructure of Airlift Northwest and an
interpretation of the regulations. Arlift currently has 4,066
menbers in the programthat reside in Southeast.
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She said the Division of Insurance has been supportive of
getting legislation that would allow Airlift and any other air
anbul ance conpany to sell nenberships to Al askans. SB 159 does
this and also gives inportant oversight to the Division of
| nsur ance.

SENATOR M CCI CHE observed that Section 1 appears to clarify that
an air anbulance service provider would have to respond if it
was avail able when there was a nedical energency, even if that
conpany didn't have an agreenent. He asked if his understanding
was correct.

M5. DEERING stated that Airlift Northwest responds to any

energent request it receives. The question of insurance isn't
rai sed

SENATOR M CCICHE asked if she agrees that Section 1 requires
t hat .

M5. MARTIN agreed and also confirmed M. Deering' s statenent

that Airlift responds to any request for energent transport. It
doesn't matter whether the person has an AirCare nenbership or
i nsurance. She noted that last year Airlift did over $7 mllion

in charity care.
SENATOR M CClI CHE read Section 1

1:59: 23 PM
SENATOR STEDMVAN di scl osed that he may be an AirCare nenber.

SENATOR OLSON asked how Airlift Northwest is able to stay in
business in light of the ruling in Al aska.

M5. MARTIN said the conpany has four bases in Washington state
in addition to the base in Southeast Al aska, but the issue
really isn't financial. It's the right thing to do for patients.

2:01:49 PM

CHAI R DUNLEAVY opened public testinony. He found none. He
commented that wthout air anbulance service, his wfe and
youngest child woul dn't have survived. He described the service
as crucial to all Al askans, particularly those in rural regions.

CHAI R DUNLEAVY announced he would hold SB 159 in conmittee.

2:02:52 PM
At ease.
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SB  99- Al DEA: DEVELOPNMENT LOANS

2: 03: 39 PM

CO- CHAI R DUNLEAVY announced the consideration of SB 99. "An Act
correcting a reference to the Alaska Industrial Devel opnent and
Export Authority revolving fund; limting the use of the Al aska
| ndustrial Devel opnent and Export Authority sustainable energy
transm ssion and supply devel opnent fund for certain |oans and
| oan guarantees and allow ng the devel opnent fund to be used as
security for a bond guarantee; and anending the definition of
‘qualified energy devel opnent.'" This was the first hearing.

2:03:58 PM

JESSE LOGAN, Staff, Senator Lesil MQ@ire, introduced SB 99 on
behalf of the sponsor. He spoke to the followng sponsor
statenent: [Original punctuation provided.]

The Sustainable Energy Transm ssion and Supply (SETS)
Devel opnent Fund was created in 2012, AS 44.88.650-
44.88.690, as a fund wthin the Al aska Industrial
Devel opnent and Export Authority (AIDEA) to pronote
and provide financing for energy developnent in the
state to alleviate unenploynent and contribute to the
state’s economc welfare, economc diversity, and
econoni ¢ devel opment. Under this statute AIDEA is
authorized to use noney in the SETS fund to assist in
the ~construction, inprovenent, rehabilitation, and
expansion of qualified energy devel opnents.

SB 99 provides technical anmendnents to the SETS
Devel opnent Fund within AIDEA. It has been determ ned
that the statutes, as witten last year, created an
anbiguity in the one third capital cost |imt as it
relates to | oans, |oan guarantees and bond guarantees.
The anbiguity arises in the current statutes as to

whether the $20 mllion loan limtation worked in
conjunction as a one-third Ilimtation on |oan
guarantees, or was independent of that Ilimtation.

Additionally, the statute was vague as it relates to
AIDEA' s authority to use the fund as a security for a
bond guarantee. These anmendnents clarify these
anbi guities.

Al DEA has received requests from project conponents

and banks to utilize the fund in which Al DEA needed
the authority to issue a bond guarantee for nore than
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one-third of project costs. This bill clarifies the
types of financing and limtations for financing for
qualified energy devel opnents in the state.

2:07:14 PM
MR. LOGAN reviewed the proposed changes to the existing statute.
* On page 2, line 3, the word "loan" was deleted to reflect
the correct name of the revol ving fund.
 Page 2, lines 15-17, contains additional |anguage that

specifies that this section only applies to the SETS
program and not any other w thin Al DEA

e On page 2, line 17, the words "finance or participate in
financing of" was deleted to clarify that paragraphs (1)
and (2) of AS 44.88.690(a) found on page 2, lines 18-21,
pertain only to | oans and |oan guarantees, and not genera
finance participation. The provision in paragraph (1)
specifies that AlIDEA cannot grant a |oan for nore than one-
third of the cost of a qualified energy devel opnent
project. The |anguage in paragraph (2) clarifies that the
| oan guar ant ee cannot exceed $20, 000.

* On page 2, line 28, the term "project"” was changed to
"devel opnent " to clarify t hat "qualified ener gy
devel opnment” neans a devel opnent in the state, rather than
a project.

e Section 3 on page 2 specifies that the program can be used
for a security of a bond guarantee.

2:09:40 PM

MARK DAVIS, Deputy Director, Alaska Industrial Developnent and
Export Authority, (AIDEA), stated agreenent with M. Logan's
description of SB 99. He added that the bill was requested by
the financial institutions that Al DEA works wth.

2:10: 33 PM
At ease

2:12:02 PM
CHAI R DUNLEAVY reconvened the neeting and asked Senator Stednan
if he had an anendnent to offer

2:12:14 PM
SENATOR STEDVAN noved Anendnent 1, | abel ed 28-LS0741\ A. 3.

CHAI R DUNLEAVY obj ected for discussion purposes.

AMENDMVENT 1

SENATE L&C COW TTEE -11- February 18, 2014



OFFERED | N THE SENATE BY SENATOR STEDVAN

TO SB 99
Page 1, line 5, follow ng "guarantee;"
Del ete "and"

Page 1, line 6:

Del ete "devel opnment.""

I nsert "developnent'; and authorizing the Al aska
| ndustrial Devel opnent and Export Authority to issue
bonds to finance the infrastructure and construction
costs of the Bokan-Dotson Ridge rare earth elenent
project."”

Page 3, following |line 4:

Insert a new bill section to read:

"* Sec. 5. The wuncodified law of the State of
Al aska i s anended by adding a new section to read:

LEG SLATI VE APPROVAL; BOKAN-DOTSON RIDGE RARE
EARTH ELEMENT PRQIECT. (a) The Alaska Industrial
Devel opnent and Export Authority nay issue bonds to
finance the infrastructure and construction costs of
t he Bokan-Dotson Ridge rare earth el enment project. The
Bokan- Dot son Ridge rare earth elenment project shall be
owned by the authority and financed under AS 44.88.172
- 44.88.177. The principal amunt of the bonds
provided by the authority for the Bokan-Dotson Ridge
rare earth el enent project may not exceed $145, 000, 000
and may include the costs of issuing bonds considered
reasonable and appropriate by the Alaska Industrial
Devel opnent and Export Authority.

(b) Thi s section constitutes | egi slative
approval required by AS 44.88.095(g)."

SENATOR STEDMAN expl ai ned that the anendnent authorizes AIDEA to
i ssue bonds to finance the infrastructure and construction of
t he Bokan-Dotson Ridge Rare Earth Elenent Project. He read the
above anendnent.

He highlighted the perm ssive |anguage giving Al DEA discretion
in its bonding authority, up to $145 mllion. He also noted that
he had an anmendment to clarify sone of the |anguage in Amendnent
1.

2:15: 09 PM
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SENATOR CLSON asked if AIDEA has an opinion on the amendnent.

SENATOR STEDVAN replied he worked with AIDEA on the anendnent,
but would prefer to hear fromthemdirectly.

MR, DAVIS said AIDEA has no objection to the anendnent, but
woul d suggest additional clarification that AIDEA could use the
bonds for ownership or financing.

SENATOR OLSON asked if the sponsor has an opinion on the
amendnent .

2:16: 08 PM
SENATOR LESIL MCGQUI RE, sponsor of SB 99, stated support for
Amendrent 1.

SENATOR M CCI CHE asked the total in the SETS fund.

MR DAVIS replied the SETS fund total is $67.5 mllion.
Responding to a further question, he explained that this
authorizes the AIDEA Board, in its discretion, to issue SETS
bonds that would be sold on the private nmarket.

SENATOR M CCI CHE referenced AS 44.88.095(g) and highlighted that
this project wouldn't cone back before the legislature. It gives
Al DEA the authority to bond up to $145 mllion.

MR. DAVIS agreed; this is asking for legislative approval for an
upper limt.

SENATOR M CClI CHE asked if it's typical that bonding authority at
this level wouldn't conme back to the | egislature.

MR. DAVIS confirmed this is the process, and explained that the
Skagway ore termnal was a simlar project. AlIDEA asked for and
received authorization to issue up to $80 million in bonds for
t hat project, although the full bondi ng has not been used.

2:18: 21 PM
CHAIR DUNLEAVY renoved his objection. Finding no further
obj ection, Anendnent 1 was adopt ed.

2:18: 35 PM
SENATOR STEDVAN noved [conceptual] Anmendnent 2. He explained
that it anmends Amendnent 1.

CO- CHAI R DUNLEAVY obj ected for discussion purposes.
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AMENDMVENT 2

OFFERED I N THE SENATE BY SENATOR STEDNVAN
TGO  Amendnent 1, 28-LS0741\A. 3, for SB 99

Page 1, line 17:
Fol | owi ng: "Bokan-Dotson Ridge rare earth el enment"”

Del ete: "project shall be owned"

Insert: projects surface conplex shall be owned or
fi nanced"

SENATOR STEDMAN descri bed t he above anendnent.

2:19: 36 PM
SENATOR OLSON asked if other projects would be affected by the
anendnent .

MR. DAVIS replied that this authority is specific to the Bokan
project. Amendnent 2 clarifies that AIDEA has determned that it
can only lend on the surface and could not use bonding for
wor ki ng capital or underground equipnent that mght be used in
the mne. He noted that the idea of financing to ownership was
hi s suggesti on.

SENATOR OLSON asked for assurance this wouldn't encunber the Red
Dog M ne and the connecting road.

MR. DAVIS replied this would not affect that mne; it only gives
aut horization for the Bokan project.

SENATOR M CCICHE asked if it's unlikely that a state agency
woul d operate this project, although it's authorized under AS
44.88. 172 - 44.88. 177.

MR DAVIS confirmed that those statutes, particularly AS
44.88.172(a), permt AIDEA to own or partially own or finance a
project. However, AIDEA usually contracts projects out or seeks
private partners so another entity operates the project.

2:23.26 PM
CHAI R DUNLEAVY renoved his objection and Anmendnment 2 was
adopt ed.

2:24: 04 PM
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KEN COLLISON, Chief Operating Oficer, Ucore Rare Metals,
i ntroduced hi nsel f.

SENATOR STEDMAN asked M. Collison to describe the Bokan-Dotson
Ri dge Rare Earth Project.

MR. COLLI SON explained that there are about 16 elenents in the
periodic table that are classified as light and heavy rare earth
el emrents (REEs), but only the heavy REEs are rare and critical
to both green energy and the mlitary. R ght now nore than 95
percent of the heavy rare earths originate in China, so there is
inpetus to create a "Made in the USA" supply of rare earths.
Ucore is part of that effort and has contracts with both the
Department of Defense and the Departnment of Energy to further
t hat goal .

MR, COLLI SON said that a prelimnary econom c assessnent of the
Bokan-Dotson Ridge Rare Earth Project ("Project") ©predicts
capital costs of $221 nmillion. Upon review with AIDEA it was
determned that $191 nmillion could be bonded, but AIDEA is only
aut horized to bond 75 percent of that. Thus, the $145 nillion
provi ded in Amendnent 1.

He explained that the Project is a 1,500 ton/day underground
m ne that uses new technology so there will be no tailings left
on the surface when the nine closes. The tineline calls for
permtting to begin late in the first quarter of this year or
soon thereafter. He expressed hope that the mne would be
permtted nore quickly than others since it's underground, has a

very small footprint, and wll have no tailings on the surface
at closure. The feasibility study and the engineering for sone
of the major equipnment wll run concurrently and should be

finished by year end. Down paynents on the major equipnent wll
be due shortly thereafter so that it doesn't hold up the
proj ect .

MR. COLLISON said this legislation will be a big help in
devel oping the Project, and it will show the financial narkets
and the rest of the mning industry that Alaska is open for
business. The state wll also benefit from additional |obs.
During the estimated 1.5 year construction, the onsite workforce
w il peak at about 300 enployees, which wll create about 125

indirect jobs. During operations there wll be about 190
enpl oyees and that should create about 150 indirect |obs.
Current estimates indicate that about 340 new jobs wll be

created in the state. In Al aska, the average inconme for sonebody
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in mning is between $80,000 and $100,000 so these are very
good, year around j obs.

CO CHAI R DUNLEAVY asked the predicted |ife of the m ne.

MR. COLLISON replied it's 11 years but if mnes |like Geens
Creek and Red Dog are indicative, it wll Ilast several tines
|l onger than that. It's promsing that the ore body is open at
depth and on strike and that the property has nunerous other
rare earth show ngs.

2:29:30 PM

SENATOR M CCICHE referenced a handout in the packets that
specifically identifies Dy, Th, and Y as heavy rare earth
el enents avail able at Bokan Muntain. He requested an expanded
di scussi on of REEs.

MR. COLLISON identified the three REEs as dysprosium terbium
and neodym um He explained that one of their uses is to reduce
the size of magnets, which is critical for things like hybrid
cars and aviation engines. The Departnent of Energy has
identified these three rare earths and inyttrium as the nost
critical for [mlitary equipnent]. The Departnent of Defense has
identified them as "subject to interruption of supply, based on
actions or events outside the control of the government of the
United States.”

SENATOR M CCICHE asked if the mne is economcally feasible at
the indicated resource quantities or if inferred resources have
to be included.

MR. COLLISON replied the prelimnary econom c assessnment was
done on inferred resources, as is comon. Ucore has since done
nmore drilling and now has both indicated and inferred resources.
Another drill program this comng sumer wll nove the bal ance
of inferred resources to indicated resources, and add sone. It's
necessary to have at |east an indicated resource in order to do
a feasibility study, so that's the intent this com ng sunmer, he
sai d.

CO CHAI R DUNLEAVY stated that public testinony would remain open
and he would hold SB 99 in commttee for further consideration.

2:31: 55 PM
At ease

SB 140- Al DEA: ARCTI C DEVELOPMENT PROCGRAM FUND
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2:32: 48 PM

CO CHAIR DUNLEAVY reconvened the neeting and announced the
consideration of SB 140. "An Act creating the Arctic
infrastructure developnent program and fund in the Al aska
| ndustrial Devel opnment and Export Authority." This was the first
heari ng.

2:33.04 PM
SENATOR MCGUI RE, sponsor of SB 140, introduced the |egislation
speaking to the follow ng sponsor statenent:

Gobally, all eyes are on the Arctic. The Wrld
Econom ¢ Forum has recently identified Arctic
I nfrastructure devel opnent as one of the top Four (4)
chal l enges facing the regions. Alaska's future is in
the Arctic, and in order for Alaskans to capitalize on
t he i ncredi bl e opportunities and over come t he
significant challenges that this region presents, we
must begin to build infrastructure now.

Aside from a few areas in Norway and the Russian
Federation the Arctic as a whole renmins vastly
underserved by transportation, ports, comrunication,
energency response, defense and other critical
infrastructure. For further developnent to occur,
which Al askans deserve, both public and private
interests nust cone together to boost the investnent
in the Arctic.

For these reasons | have introduced Senate Bill 140

Arctic Infrastructure Developnent Fund (“AIDF”). SB
140 expands AIDEA's tool bag by extending the sane
authority for |oans, |oan guarantees, bonds and bond
guarantees that it currently utilizes in the energy
sector via the SETS fund (AS 44.88.650- 690) in order
to develop Infrastructure in the Arctic. AIDEA used
SETS to facilitate the financing of the Interior
Energy Project. This tool helps to create the public-
private partnerships that are needed to encourage
| arge investnment in capital intensive infrastructure.

Senate Bill 140 extends AIDEA s existing power to
finance, or facilitate the financing of projects to
the realm of Arctic Infrastructure by granting the
Aut hority the ability to:
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1. Insure project obligations and guarantee |oans or
bonds for projects.

2. Defer principle paynents and capitalize interest.

3. Ofer financing ternms of up to 30 years.

4. Enter into |ease agreenents, sal es-| ease- back
agreenents, bui | d- operate-transfer agreenents and
other agreenments to finance Arctic infrastructure
proj ects.

These powers already provide flexible terns that can
reduce the wultimte cost of energy (via the SETS
program) to consuners, and if it can work in the
energy realm it can work for infrastructure. However
SB 140 also requires legislative approval for
investments that are nore than one-third of a
project’s capital costs or if a |oan guarantee exceeds
$20 MIllion. By subjecting certain investnments to
| egi sl ative approval, SB 140 nmmintains an appropriate
| evel of due diligence for projects.

By making financing available we can enpower
communities and attract a global pool of investnent
that is an alternative to the traditional grant node

that too often wunderfunds projects and leads to
delays. Relying on credit also ensures that sponsors
have some skin in the gane and a stake in the
project’s success. Mst inportantly, we expand the
arena of where Al askan assets are working in order to
grow our own econony. Currently, many of Alaska’s
savi ngs accounts are invested in stocks and bonds that
drive economc activity outside of Alaska. SB 140
suggests instead that sonme of those savings be
invested here in Al aska through AIDEA, not as blank
checks for developnent, but as investnents for our
future in Arctic Infrastructure.

For the purposes of this Act, | propose that this
program and fund focus infrastructure devel opnent in
t he geographical definition of the Arctic as laid out
in Arctic Research and Policy Act (anended 1990). That
definition includes the area of the State of Al aska
north of the Arctic GCrcle, north and west of the
boundary formed by the Porcupine, Yukon, and Kuskokw m
Rivers, all ~contiguous seas, including the Arctic
Ccean, and the Beaufort, Bering, and Chukchi Seas, and
t he Al eutian chain.
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Wth AIDF | am proposing that the State expand Al DEA s
existing authority to finance, or facilitate the
financing of, Arctic Infrastructure.

2:43: 30 PM

SENATOR STEDMAN agreed with the bill sponsor that Al aska has to
get aggressive in developing infrastructure in the Arctic
because the federal government is |agging.

JESSE LOGAN, Staff, Senator Lesil MQ@iire, stated that after the

bill was introduced the sponsor worked with AIDEA, the Arctic
Policy Conm ssion, and other stakeholders to identify ways to
strengthen the bill and help the developnent of Arctic

infrastructure. He noted the packets contain a sectional of the
suggest ed changes.

SENATOR STEDMAN asked if the process wll be to introduce
potential changes and return with a conmttee substitute.

MR. LOGAN sai d yes.
CHAI R DUNLEAVY asked M. Davis if he had anything to add.

MARK DAVIS, Deputy Director, Alaska Industrial Developnment and
Export Authority, (AIDEA), agreed with M. Logan that AIDEA is
working with the sponsor's office on a possible comittee
substitute.

2:45: 30 PM

STEPHEN TRI MBLE, President, Trinble Strategies, LLC and public
menber of the Alaska Arctic Policy Conm ssion, stated support
for SB 140, which would create an Arctic infrastructure program
and fund within AIDEA. He described the Arctic as the future of

Alaska and enphasized the inportance of I nvesting in
infrastructure now in order to have a neaningful place in this
new global frontier. Industry has responded to the call for

public investnent and now is the tine to further public/private
investment within Alaska. Enabling AIDEA wth the powers
provided by SB 140 is an investnent in the future of Al aska.

2:47: 11 PM

STEPHEN KLI NE, Managing Principle, First Infrastructure Inc., a
consulting firm based in New Jersey, said he is testifying as a
professional in the financial field. He reported that he advises
AIDEA on a nunber of matters, the regulations and procedures
relating to the SETS fund in particul ar.
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He related that he is a strong proponent of guarantee structures
to stretch relatively scarce public sector dollars for the
benefit of what are deenmed to be worthwhile projects. Uilizing
such a structure in support of Arctic infrastructure projects
would be a wise use of the state's scarce public resources, he
sai d.

2:49: 24 PM

CHRI'S HLADI CK, Manager, City of Unalaska, Unalaska, Al aska,
reported that he served on both the Northern Waters Task Force
and the Arctic Policy Conmission and is testifying in support of
SB 140. He said that Unalaska is seeing explosive needs to
accommodate the anticipated arrival of the oil conpanies.
Infrastructure needs have been identified that wll require
public/private partnership and SB 140 provides another tool. He
acknow edged t hat a | ot of pl aces need addi ti onal
infrastructure, and pointed out that all the infrastructure
devel opnent in places |ike Kotzebue, None or Port Carence wll
have to pass through Unal aska/ Dutch Har bor.

CO CHAIR DUNLEAVY commented that he was inpressed when he
vi si ted Unal aska.

SENATOR M CClI CHE asked if the changes in Section 8 would include
the ability for LNG storage and infrastructure needs.

MR. HLADI CK said he didn't know.

SENATOR M CClI CHE asked to hear from the sponsor after public
testinmony so she could answer the question.

2:52:10 PM

RON LONG Assistant City Manager, Cty of Seward, stated that if
the state is to succeed in the developnent of the Arctic,
whether it's in fisheries, resource developnent, tourism or
response and nonitoring capacity for foreign flagged vessels
transiting the Bering Straits, it is critical to have a deep
water port or ports to support the effort. SB 140 hel ps advance
those goals. AIDEA's track record wth Red Dog transportation
infrastructure and Al aska Ship and Dry Dock speaks well of their
ability to help nove these projects forward.

He expressed hope that as the bill noves forward it would be
anmended to include provisions that wll build on existing
capacity wthin the state to support the staging and |ogistics
necessary to make a nunber of port devel opments successful. He
noted that when he attended an Institute of the North
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presentation in Seattle on Arctic opportunities and challenges
a representative from a Wshington state port declared that
Bel I i ngham would be the gateway to the Arctic. He warned that
just as other nations are noving into the Arctic with active
pl ans and resource conmtnments while the U S is trying to form
an action plan, other states are |looking for opportunities that
shoul d remain in Al aska.

SENATOR M CCl CHE expressed appreciation for the recent tour of
Seward's breakwater expansion. He observed that there are
communities that are ready to support the Arctic, although all
need a bit of infrastructure boost to ensure the safety of the
servi ces.

2:55:33 PM
CHAI R DUNLEAVY asked Senator Mcciche to restate his question
for the sponsor.

SENATOR M CCI CHE expressed interest in helping with an anmendnent
to ensure that the bill wll consider energy infrastructure and
projects in western and nort hwest Al aska.

SENATOR MCGQUI RE said that has already been addressed both in SB
140 and the changes to SETS in SB 99. She descri bed where these
changes are found. Section 11, paragraphs (18) and (19) of SB

140 change the way "Arctic" and "Arctic infrastructure
devel opnment” is defined so that all of Al aska can benefit from
the new fund. On page 3, lines 1-4, of SB 99 it states that

I iquefaction, regasification storage, and natural gas are
included in the definition of "qualified energy devel opnent."

2:59:14 PM

CO CHAI R DUNLEAVY announced he would hold SB 140 in conmttee
for further consideration. Public testinmny would be opened at
t he next hearing.

2:59:59 PM

There being no further business to conme before the commttee
Chair Dunl eavy adjourned the Senate Labor and Conmerce Standing
Commttee nmeeting at 2:59 p. m
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