HOUSE FI NANCE COWM TTEE
April 14, 2015
9:05 a. m

9: 05: 54 AM

CALL TO ORDER

Co-Chair Thonpson called the House Finance Conmittee
nmeeting to order at 9:05 a.m

VEMBERS PRESENT

Representati ve Mark Neuman, Co-Chair
Representati ve Steve Thonpson, Co-Chair
Representati ve Dan Saddl er, Vice-Chair
Representati ve Bryce Edgnon
Representative Les Gara

Representative Lynn Gattis
Representative David Guttenberg
Representative Scott Kawasaki
Representati ve Cat hy Minoz
Representative Lance Pruitt
Representative Tanme W/ son

VEMBERS ABSENT

None

ALSO PRESENT

Fred Parady, Deputy Conmm ssioner, Departnent of Comrerce,
Communi ty, and Econom c Devel opnent; Gene Therriault,
Deputy Director, Statewide Energy Policy Devel opnent,
Al aska Energy Authority, Departnent of Conmerce, Comunity

and Economic Devel oprent; Representative Lynn Gattis,
Sponsor; Les Mdirse, Deputy Comm ssioner, Departnent of
Education and Early Developnent; Steve Ricci, Staff,

Representative Lynn Gattis; Representative M ke Chenault.

PRESENT VI A TELECONFERENCE

Ted Leonard, Director, Al aska Industrial Developnment and
Export Authority (AIDEA); Joe Giffith, GCeneral Manager,
Mat anuska El ectric Associ ati on; Deena Par ano,
Superi nt endent, Matsu Borough School District.
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SUMVARY
HB 80 REPEAL COLLECGE/ CAREER READI NESS ASSESS.

HB 80 was HEARD and HELD in commttee for further
consi derati on.

HB 105 Al DEA: BONDS; PROGRAMS; LOANS; LNG PROJECT

CSHB 105(FIN) was REPORTED out of conmittee with
a "do pass" recoommendation and with one
previ ously published zero fiscal note: FN1 (CED).

Co-Chair Thonpson reviewed the agenda for the norning
nmeeti ng.

#hb105
HOUSE BILL NO. 105

"An Act relating to the prograns and bonds of the
Al aska Industrial Devel opment and Export Authority;
related to the financing authorization through the
Al aska Industrial Devel opnent and Export Authority of
a liquefied natural gas production plant and natural
gas energy projects and distribution systens in the
state; anmending and repealing bond authorizations
granted to the Alaska Industrial Developnent and
Export Authority; and providing for an effective
date."

9:06:46 AM

FRED PARADY, DEPUTY COW SSI ONER, DEPARTMENT OF COMVWERCE,
COVMUNI TY, AND ECONOM C DEVELOPMENT, placed hinself on the
record.

GCENE THERRI AULT, DEPUTY DI RECTOR, STATEW DE ENERGY PQOLICY
DEVEL OPIVENT, ALASKA ENERGY AUTHCRI TY, DEPARTMVENT OF
COVVERCE, COWUNITY AND ECONOM C DEVELOPMENT, pl aced
hi nsel f on the record.

Acting Comm ssioner Parady provided a brief explanation of
the bill. The legislation sought to give Al aska Industrial
Devel opnent and Export Authority (AIDEA) the authority to
consider an alternative gas supply to the Interior Energy
Project. He referenced SB 23 [Short Title: AIDEA LNG
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Pr oj ect ; Di vi dends; Fi nanci ng] passed in 2013 which
provided funding and specified that a North Slope gas
supply be used. House Bill 105 continued the sanme funding
authorities but opened the door to consideration of propane
or a Cook Inlet gas supply while retaining the ability to
eval uate further North Slope alternatives.

9:08: 27 AM

Co- Chair Thonmpson MOVED t o ADOPT Amendnent 1
Page 2, line 6:
Delete "sec. 9" in both places
I nsert "sec. 8" in both places

Page 2, lines 8 - 29:
Delete all material.

Renunber the follow ng bill sections accordingly.
Page 9, line 4:
Del ete "Sections 14 and 15"
| nsert "Sections 13 and 14"
Co- Chair Neuman OBJECTED for di scussi on.
Co-Chair Thonpson announced that N ck Szynoniak, Ted
Leonard, and Bob Shefchik were online and available for

guesti ons.

Co-Chair Neuman clarified the anmendnent version was 29-
GH1019\ N. Co- Chair Thonpson agr eed.

9: 09: 00 AM

M. Therriault pointed out that Amendnent 1 deleted Section
2 on page 2 which essentially left the Fairbanks utilities
at the same status as other utilities owned by
muni cipalities across the state. They were exenpt from
being regulated by the Regulatory Conm ssion of Al aska
(RCA) unless they opted voluntarily. The |anguage of the
bill placed them into RCA regulation unless a governing
body of a utility renoved them The feedback he received
from nunicipalities was that they desired to be non-
regulated giving entities nore flexibility in the initia

build-out to acclimate rate-payers to rate changes. It
al l owed costs to be spread as demand ranped up. In terns of
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energy delivery, it was a volunme enterprise; the higher the
demand, the lower the per-unit cost. The initial cost of a
new system would |ikely be high. Therefore, spreading out
the cost over a longer period of time was desirable and
would allow for an enterprise to be installed and
initialized. If the section was renoved, it [AlIDEA] would
default to the regular statutes as any other wutility that
was owned by a political subdivision of the state.

9:10:49 AM

Representative Gara had not followed the controversy that
lead up to the version of the bill in the finance
commttee. He asked about the major anendnents added by
Representati ve Hawker in the previous comittee.

M. Therriault pointed out an addition to the section in
statue that required utilities in Interior Al aska to be RCA
regul at ed.

9:11:34 AM

Representative WIson asked about the two utilities in the
Interior staying separate and about Fairbanks Natural Gas
(FNG being regulated. She wondered if the two utilities
woul d be handled differently. She wanted to nmke sure the
commttee was not making two classifications.

M. Therriault spoke of the pending AIDEA purchase of
Pentex assets; the existing FNG system |If the purchase was
finalized and Al DEA becane the new owner, it would not be
regul ated. Fairbanks Natural Gas indicated that it had
applied with the RCA for a rate regulation in case the sale
did not materiali ze.

9:12: 28 AM

Representative WIlson was trying to understand the two
different wutilities. |If the wutilities remined separate
woul d there be less regulation for the Interior Gas Utility
(&) as a nmunicipally owned utility or for another reason.

M. Therriault pointed out that the existing statutory
exenption from RCA regulation for utilities owned by
political subdivisions would not be available to FNG if it
remai ned separate under private ownership. It was AIDEA s
intent to eventually blend the two systens together into
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one. If the AIDEA purchase noved forward the anendnent
woul d be hel pful.

Representative WIson remarked that she did not understand
but suggested the conmittee nove on.

9:13: 37 AM

Representative Pruitt wanted to understand why the people
of Fairbanks would want a non-regulated wutility. He
understood the burden of regulation. However, he wanted to
ensure that the people of Fairbanks were not harmed by
anot her governnent agency. He did not want to see a |arge
burden fall on the user because of initial build-up costs.
He wondered about the costs following build-up. He opined
that he would not want his rates as a consuner set by a
government bureaucracy. He believed that the RCA worked to
do the right thing for the public. He wondered if there was
a way of making RCA the regulatory entity over the project
follow ng the build-up period.

M. Therriault reported that a nunicipally-owned utility
could choose to fall under RCA regulations at any tinme. The
attenpt would be to initially have the additional

flexibility as AIDEA was trying to get the enterprise up
and running. The Interior Gas UWility had a locally el ected
board. The reason why a wutility owned by a political

subdi vision had the option of being exenpt by statue was
because an elected board <could interact with its
constituency at a local level to determne fair rates. In
the case of the Pentex purchase and the FNG system the
Al DEA board would be naking the decisions, at least for a
period of time, until the utility could be spun off from
the AIDEA board to another wutility operation such as |GQU

He did not have any reason to suspect the AlIDEA board was
going to sonehow savage the constituency of Fairbanks wth
unfair rates.

9:16: 45 AM

Co- Chair Thonpson noted that Speaker Chenault had joined
t he audi ence.

Representative Guttenberg asked about Section 2 which he
suggested separated the 1G&J from all other nunicipa
utilities. He wanted to clarify that no other nunicipal
utility had the obligation to operate under the RCA
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M. Therriault responded affirmatively. He added that other
utilities owned by political subdivisions of the state had
the ability to be non-RCA regulated by statute assum ng
they had locally elected boards. In other words, a utility
had anot her body that governed the rates to consuners.

Representative GQuttenberg asked about the benefits of
including Section 2. He wondered if they outweighed not
i ncludi ng the section.

M. Therriault suggested that the limtation on flexibility
out wei ghed the benefit of having RCA regulation in place.

Co-Chair Neuman W THDREW his OBJECTION. There being NO
OBJECTI QON, Anendnent 1 was adopt ed.

9:18:31 AM

Co- Chair Thonpson MOVED t o ADOPT Anendnent 2:

Page 7, line 15, follow ng "the":
| nsert "nenbers of the"

Page 7, line 16:
Del et e "approves"
| nsert "approve by resol ution”

Vi ce- Chair Saddl er OBJECTED for di scussi on.

M. Therriault relayed that AIDEA had suggested the
anendnent. There was a desire to have nore certainty about
nmoving the 1EP forward. He pointed to Section 11 on page 7,
lines 14-21 of the bill. He explained that, in an attenpt
to neet sone of the concerns that were brought up in
earlier commttees, AIDEA needed to act on an initial set
of criteria prior to wutilizing any renmaining financing
tools. Anendnent 2 clarified who approved the project plan.
Al aska Industrial Devel opnent and Export Authority wanted
approval defined by an official action of the board in the
form of a resolution rather than a letter signed by the
chairman or a couple of commttee nenbers.

9:20: 32 AM
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Representative Pruitt comented that the word "Board" was
not included in the |anguage of the bill. He wondered if it
shoul d say "Menbers of the Board."

M. Therriault stated that in the statute establishing
AlEDA the term "board" was not included. Instead it
menti oned “"menbers". The word “"resolution”™ inherently
enconpassed the nenbers who acted together as a board. By
using the word "resolution" it assured that it was the
board entity taking an action rather than just the
chai r man.

9:21:11 AM

Vi ce-Chair Saddl er asked about the threshold for passing a
resolution. He wondered if it was a sinple two-thirds
majority.

TED LEONARD, DI RECTOR, ALASKA | NDUSTRI AL DEVELOPMENT AND
EXPORT AUTHORITY (AIDEA) (via teleconference), explained
that AIDEA had a seven nenber board and in order for a
resolution to pass a nmajority vote was needed. Four out of
seven board nenbers had to vote in favor in order to
approve a resol ution.

9:22:13 AM

Vice-Chair Saddler clarified that the majority neant four
nmenbers not just the majority of the menbers present.

M. Leonard believed that it had to be the majority of the
guorum but woul d verify the information.

Vice-Chair Saddler stated that he would appreciate the
verification.

9:22:38 AM

Representative Gara reported he had just sent a public
i nformation request to M. Leonard.

M. Leonard reported that four nmenbers had to vote in favor
of a resolution in order for it to be approved no natter
t he quorum

M. Therriault added that the nenbership of the Al DEA board
was predom nantly public nmenbers.
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Vi ce-Chair Saddler WTHDREW his OBJECTION. There being NO
OBJECTI ON, Anendnent 2 was adopt ed.

9:23:31 AM

Co- Chair Thonmpson MOVED t o ADOPT Amendnent 3:

Page 9, following line 4:
Insert a new bill section to read:
"* Sec. 18. Section 16 of this Act is repealed
June 30, 2020."

Renunber the followi ng bill section accordingly.
Vi ce- Chair Saddl er OBJECTED for discussion.

M. Therriault encouraged conmttee nenbers to refer to
Section 16 on page 8 of the work draft which added a new
section establishing a report given quarterly and also
required AIDEA to be prepared to give a briefing at the
request of the Legislative Budget and Audit Commttee.
Amendrment 3 placed a repealer on the section. Wthout a
repealer AIDEA would be giving quarterly reports to the
| egislature long after financing was conpleted. AlIDEA
understood that the legislature wanted nore information in
the early years of financing being utilized. However, he
argued that after a <certain period of tinme it the
obl i gati on woul d be unnecessary.

Vi ce-Chair Saddler WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered.

9: 25: 48 AM

Co- Chair Thonmpson MOVED to ADOPT Amendnent 4:

Page 3, line 23:
Del ete "l aw'
Insert "the legislature [ LAW"

Vi ce- Chai r Saddl er OBJECTED for discussion.
M. Therriault referred to Section 4 on page 3, line 22
explaining that "the legislature" was substituted for "l|law'

currently in existing statute. The substitution was an
amendnent suggested in the other body. It had been retained
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in the House version of the bill. In Section 4 on page 3,
line 23 there was another reference to "law. " Amendnent 4
made the two lines read the same, changing the word "Il aw'
to "the legislature.”

Vi ce-Chair Saddler WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered.

Co- Chair Thonpson W THDREW Anendnent 5.

9:27:16 AM

Co- Chair Thonpson MOVED to ADOPT Anendnent 6

Page 7, following line 31:
Insert a new bill section to read:
"* Sec. 14. Section 2(a), ch. 27, SLA 1993, as
anended by sec. 19, ch. 111, SLA 1996, and sec
10 of this Act is repeal ed June 30, 2019."

Renunber the followi ng bill sections accordingly.

Page 9, line 4:
Del ete "Sections 14 and 15"
| nsert "Sections 15 and 16"

Vi ce- Chair Saddl er OBJECTED for di scussi on.

M. Therriault explained that in the proposed conmittee
substitute (CS) a project from an old A DEA bond
authorization for a bulk comodity Jloading facility
somewhere in Cook Inlet was renoved from the repealer
section of the bill, refreshed, and reinserted into Section
10 at the top of page 7. He explained that after a certain
nunber of vyears if the refreshed authorization was not
utilized, it would automatically be repealed. In the past,
AIDEA's bonding authorizations or possible loans were
passed without a repealer. If they were never used, they
were still seen by rating agencies as potential obligations
on AIDEA's books. As a result, AIDEA s rating eval uations
were affected. |If bonding authorizations were not used by a
certain tinme, AIDEA needed to clean them off of its books
by incorporating automatic repealers. For any new projects
in which authorizations were granted AIDEA was asking
proposers to include an automatic repealer to avoid any
accunul ation of old, unused authorizations. The anmendnment
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est abl i shed a new sunset f or a refreshed bond
aut hori zati on.

Representative Pruitt asked about all of the repealers
included in the bill. He noted a repealer for the bulk
comodity |oading ship termnal in Point MacKenzie, one for
the Sweetheart Lake [Hydroelectric Project], and one for
the Waterfall Creek Hydroelectric Project in King Cove. He
wondered if there were things that were not specified in
the bill that woul d be repeal ed.

M. Therriault was |ooking for the Governor's original
transmttal letter which explained the neaning of each of
the repeals. There were a nunber of projects that, for
vari ous reasons, never went forward. He referred to the
sectional analysis that explained that there was one for
the processing facility for seafood, the Kodiak |aunch
conplex facilities, the Red Dog port, the None port
facility, the developnent at Hatcher Pass, and the port
facilities in Lynn Canal. Sone of the projects dated back
to 1993, 1995, 1998, 2004, and 2006. The projects were old
enough that AIDEA wuld not be using the bonding
aut hori zati ons.

9:31: 24 AM

Representative Pruitt wondered if the authorization for the
Red Dog M ne had been utilized in part or at all.

M. Therriault replied that it was in the repeal er because
it had not been utilized at all. If it had been partially
utilized it would have appeared in the bill wth a
different structure to renove the unused portion.

Representative Pruitt wondered if there was a repealer
associated with the current IEP project. If so, he inquired
about the dates.

M. Therriault invited M. Leonard to answer Representative
Pruitt's question.

9:32:15 AM

M. Leonard responded that under SB 23 he believed and
would confirm that there was a five-year sunset on bond
aut hori zations. He would get the information and bring it
back to the conmttee.
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Representative WIson asked if the five years started upon

the passing of the current bill or prior. She wondered if
other projects were included in the bill aside from the
| EP.

M. Therriault believed there would be a repealer on al
new aut hori zations contained in the bill.

Co- Chair Thonpson asked Ms. Leonard if he had found the
i nformati on requested by Representative Pruitt.

M. Leonard was |looking for it in SB 23 and would find it.

Representative Pruitt did not want to hold up the neeting,
but the information would be hel pful.

Vi ce-Chair Saddler WTHDREW his OBJECTION. There being NO
OBJECTI ON, Anendnent 6 was adopt ed.

9:34:12 AM

Vi ce- Chair Saddl er MOVED to ADOPT Anendnent 7

Page 1, line 11, follow ng "project;":

| nsert "aut hori zi ng t he Al aska | ndustria
Devel opnent and Export Authority to issue bonds
to finance the infrastructure and construction
costs of rebuilding transm ssion between the Hope
substation and Portage, rebuilding transm ssion
bet ween Powerline Pass to Indian, and the Eklutna
hydroel ectric transm ssi on system upgr ade
project;"

Page 2, line 6:
Delete "sec. 9" in both places
Insert "sec. 11" in both places

Page 8, following line 11:
Insert a new bill section to read:

"* Sec. 15. The uncodified law of the State of
Alaska is amended by adding a new section to
read:

LEG SLATI VE APPROVAL; ALASKA RAILBELT COOPERATI VE
TRANSM SSI ON AND ELECTRI C COVWPANY. (a) The Al aska
| ndustrial Devel opnment and Export Authority may
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issue bonds to finance the infrastructure and
construction costs for
(1) rebuilding transm ssion between the Hope
substation and Portage by the Al aska
Rai | bel t Cooperative Transm ssi on and
El ectric Conpany;
(2) rebui | di ng transm ssi on bet ween
Powerline Pass to Indian by the Al aska
Rai | bel t Cooperative Transm ssi on and
El ectric Conpany; and
(3) the Eklutna hydroelectric transm ssion
system upgrade project by the Al aska

Rai | bel t Cooperative Transm ssi on and
El ectri c Conpany.
(b) The projects listed in (a) of this section

shall be owned and operated by the authority or
financed under AS 44.88.172.

(c) The principal anount of the bonds provided by
the authority for the projects in (a)(1) and (2)
of this section may not exceed a conbined tota
of $107, 100,000, and may include the costs of
i Ssui ng bonds consi dered reasonabl e and
appropriate by the Al aska Industrial Devel opnment
and Export Authority.

(d) The principal anount of the bonds provided by
the authority for the project in (a)(3) of this
section may not exceed $20,400,000 and nay
include the costs of issuing bonds considered
reasonabl e and appropriate by the Al aska
| ndustrial Devel opnment and Export Authority.

(e) This section constitutes |egislative approval
requi red by AS 44.88.095(g)."

Renunber the followi ng bill sections accordingly.

Page 9, line 4:
Del ete "Sections 14 and 15"
| nsert "Sections 14 - 16"

Co- Chair Thonpson OBJECTED for di scussion.

Vice-Chair Saddler explained his anendnment which would
authorize AIDEA to issue up to $127 mllion in bonds to
finance sone addi ti onal critical state el ectrical
transm ssion upgrades. He relayed that the Bradley |Iake
power transm ssion system in the Kenai area provided power
for the entire Honer to Fairbanks Railbelt. However, it was
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constrained by inadequate old lines and transm ssion
t oners. These i nhi bited t he devel opnent of bi g
hydroel ectric projects in the Railbelt and nade the
transm ssion of power less reliable and less efficient.
There was an Al aska Energy Authority (AEA) study two years
previously that showed the state was potentially 1o0sing
nore than $100 million worth of energy efficiency as a
result of inadequate transmission lines. The $127 mllion
in projects would be bonded through the anendnent and woul d
take care of nmuch of the Anchorage-to-Kenai Ilimtations
al though not the entire problem He spoke of two major
elenents that the authorization would fund including an
upgrade of the Quartz Creek to the Anchorage and Kenai
transm ssion lines at a cost of about $107 nmillion. The two
segnents were from the Hope substation to Portage and from
Power Line Pass to Indian that would replace 50-year old
transm ssion lines. Also, towers with higher capacity |ines
woul d be upgraded from 115 kilovolts to 230 kilovolts. The
study from AEA indicated that there would be a cost-benefit
ratio of 1 to 4.6, neaning that for every dollar in capital
expenditures the state contributed the state received
nearly $5 in benefits to consuners along the Railbelt from
Anchorage to Homer and Fairbanks to Kenai in terms of nore
economcal and reliable power. The second portion that
would be funded was a $20 nillion project called the
Ekl utna Hydroelectric Transm ssion System that would
i nprove the connections between the existing Minicipal
Li ght and Power (M.P) plants in Mil doon with the Matanuska-
Susitna Electric Association's (MEA) new Ekl utna generation
station. The project would have a cost benefit ratio of $1
to $23. He suggested that with a little bit of input from
bonding there would be trenendous benefits of an entire
state transmssion system inproved reliability of a
transm ssion system and inproved use of the Bradley Lake
Hydroel ectric System that Railbelt rate payers were already
paying for. He remarked that the project fell squarely in
the tradition of sonme of the other state projects to
generate hydroelectric and inprove transm ssion. He
encour aged nenbers to support the anendnent.

Co- Chair Thonpson informed the conmttee that Joe Giffith
the general nanager of WMatanuska Electric was online to
answer any questi ons.

9: 36: 48 AM
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Representative WIson was not aware of the project. She
wanted to know if the bonds were going directly to the
utility and whether the wutility would be the entity
requesting the bond. She was assuming AIDEA would be
provi di ng due diligence.

M. Therriault deferred to M. Leonard who could better
speak to the Al DEA process.

M. Leonard stated that the bonds all owed under SB 23 had a
sunset date of June 30, 2018.

M. Therriault interjected that M. Leonard s answer was in
response to Representative Pruitt's question.

He responded to Representative WIson's question. He
explained that before AIDEA issued bonds for a project,
such as the one being discussed, full due diligence was
required in order to issue bonds. Alaska Industrial
Devel opnent and Export Authority's process would be the
same in issuing any other bond authorizations that cane
before the comm ttee.

9:38: 27 AM

Representative WIson asked about due diligence and if
there was discussion about the use of transm ssion I|ines
for other projects.

M. Leonard specified that for a project owned by AlIDEA or
financed through AS 44.88.172 there was usually [|anguage
that dealt with how the process could incorporate other
entities using the lines as long as the |ines were owned or
the project was financed by Al DEA

Representative WI|son asked where the funds where com ng
from and whet her they came from other hydro power funds.

M. Leonard clarified that all the bond authorization would
allow AIDEA to utilize bonding as a tool when exam ning a
project for financing or owning the project and issuing
bonds. In the due diligence process of evaluating a project
AlDEA would be looking at its capacity and the type of
bonds that would best serve the project |ike revenue bonds
or general obligation bonds. The evaluation process would
determ ne whet her AlIDEA would finance the project, and what
type of bonds would be utilized for financing.
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9:41: 22 AM

Representative WIlson asked why it [the bond authorization]
was in the bill and whether the anount was a factor. She
suggested that in the case of a |lesser anobunt |egislation
was not needed.

M. Leonard concurred. He stated that based on state
statutes, a project financed through AS 44.88.172 Al DEA
currently had to have an authorization for bonds issued
over $10 million.

9:41: 59 AM

Vi ce-Chair Saddler wanted to clarify that the Eklutna Hydro
facility was an existing and very old facility. His
amendnent proposed AIDEA issuing bonds to finance
transm ssion lines which would connect the old Eklutna
facility with the new power generation facility at Ml doon
and to the new Eklutna generation station, MEA s gas-fired
pl ant being constructed. He pointed out it was not a new
hydro facility.

Representative W/Ison nentioned that she was just talking
about transmssion lines. As the state installed nore of
t hem she suggested they could be shared with other entities
to reduce costs.

9:42: 43 AM

Representative Pruitt responded that the anendnent would
benefit nore than just one or tw of the wutilities.
Currently, there was a bottleneck for energy produced at
Bradl ey Lake Hydroelectric Plant. The Ilines could not
accommodate additional power. If there were any problens
with the lines the gas-fired generation plants such as the
one in Beluga would be turned on. He understood that al
six of the utilities on the Railbelt benefited from the
energy at Bradley Lake. However, if the line could not
transmt the affordable energy then no one benefitted. The
utilities in the valley, Fairbanks, and Anchorage would all
benefit greatly from the expansion of the transni ssion
lines in the critical connecting sector between the Kena
area and Anchorage. He believed Fairbanks would benefit
from | ow cost power by inproving the Bradley Lake
transm ssi on system
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Co- Chair Thonpson suggested that the rate-payers would be
t he beneficiari es.

9:44:10 AM

Representative Guttenberg asked for nore information about
the Alaska Railbelt Cooperative Transm ssion Conpany
(ARCTEC) . He was not famliar wth the entity. He
understood about the transm ssion bottleneck but wondered
about who would be paying for the inprovenents and who
woul d benefit. He wanted to assure parity across all users.

M. Therriault answered that ARCTEC was a creation of four
Rail belt utilities. It was an entity created by the parties
to work together, particularly on transm ssion. In answer
to Representative WIson's question, as part of AIDEA s due
dili gence board nenbers would | ook at what kind of traffic
woul d be expected if a line was created. They would also
consider whether it would be operated under an open access
tariff. Mre business would be anticipated with a line with
commonly understood reliability standards. He acknow edged
the legislature's interest in making sure a governance
structure was in place for the entire Railbelt. He
commented on the savings nunbers Representative Saddler
noted explaining that the nunbers came from an AEA study
done on the entire Railbelt system Alaska Energy Authority
and its consultant suggested there would be a substanti al
savi ngs from de-bottl enecking the system He reported that
his staff conpared the suggested project to the project
list from AEA's study and found all conponents were
recommended for upgrades.

9:46: 33 AM

Representative Quttenberg restated his question regarding
equitability across the project.

M. Therriault suggested that as the lines were inproved
and debt was accumulated there would be a cost built into
the tariff. Therefore, anyone shipping power across a
particul ar portion of the systemwould pay an equal tariff.

9:47:14 AM

Vice-Chair Saddler thought M. Therriault's answer was
"yes." He asked M. Therriault to explain the Bradley Lake
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funding nodel including how different wutilities shared
expenses and how that exanple m ght par al | el t he
transm ssion |ine work.

M. Therriault was uncertain of the conparison to Bradley.
He explained that, in terns of Bradley Lake, the state
provided a portion of the funding. The utilities bonded
through the state for the remaining funds. As power was
produced there was a cost associated with repaying the
bonds. Once the bonds were paid back, the charge for the
power continued until the state recuperated its investnent;
anywhere from 25 to 30 years.

Vi ce-Chair Saddl er suggested that Joe Giffith wth ARCTEC
was on the line and —could answer Representati ve
GQuttenberg's questions about the organization and the
potential benefits of the upgrades.

9:48: 30 AM

JCE  GRIFFITH, GENERAL MANAGER, MATANUSKA  ELECTRIC
ASSCCI ATION (via tel econference), explained that ARCTEC was
created in 2010 or 2011 to principally deal wth the
generation and transm ssion [G&T] issues in the Railbelt.
The conpany's thrust over the previous five years had been
on transm ssion that would de-constrain the Bradley Lake
delivery method. It was a huge benefit for the Railbelt.

9:49:49 AM

Representative Gara stated that obviously the legislature's
job was to support the entire state. He indicated that he
was concerned about the resistance from other Anchorage
| egislators earlier in the session. He wanted to know if
Al aska Energy Authority had future plans to expand the
production at Bradley Lake. It was clean and cost-efficient
power. He thought the energy would go all the way to
Fai r banks. He was wondering about a plan for Bradl ey Lake.

M. Therriault relayed that the utilities had been working
closely with AEA on a project called the Battle Creek
Di version which would put nore water behind Bradley Lake
damm to generate nore power. The de-bottlenecking would
ensure that the power could get to the utilities along the
Rail belt at the optimum tine of the day to achieve the
| argest benefit for the consunmer as far as the cost of
power. It was his understanding that an application had
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been filed with the Federal Energy Regulatory Com ssion
(FERC) for Bradley Lake to add the Battle Creek diversion
He stressed that AEA was working closely with the utilities
to get nore power out of the existing infrastructure.

9:52: 06 AM

Representative Gara stated that it was inportant and woul d
al so reduce reliance on natural gas in Cook Inlet.

Co-Chair Thonpson W THDREW his OBJECTION. There being NO
OBJECTI QN, Anendnent 7 was adopt ed.

Co- Chair Thonpson MOVED to ADOPT Anendnent 8:

Page 2, line 6:
Del ete "sec. 9" in both places
Insert "sec. 11" in both places

Vi ce-Chair Saddl er OBJECTED for discussi on.

M . Therri aul t indicated that the anendnent was a
conform ng amendnent. In the bill there was |anguage that
clarified that the |IEP and the Sustainable Energy
Transm ssion and Supply Devel opnent Funds (SETS) were to be
used only for the IEP. He stated that the drafters
identified a change needed on page 2, line 6 to incorporate
the addition rolled into the CS

Vi ce-Chair Saddler WTHDREW his OBJECTION. There being NO
OBJECTION, it was so ordered.

9:53: 56 AM

Co- Chair Thonmpson commented that nenbers of the House
expressed concerned with AIDEA getting too stretched in its
ability to bond. He asked for M. Leonard' s remarks.

M. Leonard reported that the authorizations were just
endorsements that allowed AIDEA to utilize the tools. |If
AIDEA's capacity was ever pushed to a point where board
menbers did not feel AIDEA had the bonding capacity
avai l able, then the authorizations would not be used. He
added that as AIDEA went forward in exam ning several of
the larger energy projects it would be | ooking at nore than
just the general obligations but also at revenue bonds. In
using revenue bonds based on the revenues from a
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transmssion line, for exanple, they would not count
agai nst AIDEA s bonding capacity because revenue from a
project would be used to back the bonds. Several of the
projects would likely use revenue bonds which would not
af f ect Al DEA' s capacity. He reiterated t hat t he
authorizations allowed AIDEA to utilize bonds as a
fi nanci ng tool.

Co-Chair Thonpson discussed that SB 23 contained certain
restrictions. The original legislation renmoved four words,
"On the North Slope". He stated that the AIDEA board was
initiated by the legislature to take the politics out of
t he equation. However, he felt that HB 105 had turned into
a political football. He pointed out that projects of which
the AIDEA board had perforned its due diligence were
profitable and successful. He added that the only projects
that had failed were those that the legislature interfered
with by directing AIDEA. He reiterated his disappointnent
in the politicizing of the current |egislation before the
conmm ttee.

9:57:23 AM

Vi ce-Chair Saddler MOVED to REPORT CSHB 105 (FIN) out of
committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note. There being NO OBJECTION, it was
so order ed.

CSHB 105(FIN) was REPORTED out of conmittee with a "do
pass" recommendation and with one previously published zero
fiscal note: FN1 (CED).

9:57: 57 AM
AT EASE

10: 00: 49 AM
RECONVEYNED

Co-Chair Thonpson reviewed the list of testifiers online
and invited Representative Gattis, the sponsor of the bill,
to make her presentation.

#hb80
HOUSE BILL NO. 80
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"An Act repealing the requirenment for secondary
students to take college and career r eadi ness
assessnents. "

10: 01: 10 AM

REPRESENTATI VE LYNN GATTIS, SPONSOR, explained that HB 80
was a repeal of the nmandate from the previous year's
omi bus education bill, HB 278. School districts were
required to facilitate the mndate for all secondary
students to take the Anmerican College Testing (ACT),
Schol arship Aptitude Test (SAT), or W rkKeys exam Last
session HB 278 had provisions for funding for the purchase
of the exam within the Departnent of Education and Early
Devel opnent (DEED). However, school districts were |eft
wi th an unfunded mandate. She pointed out that testing took
instruction time away between teachers and students and
created an administrative burden for school districts to
coordi nate and provide testing. She argued that HB 80 woul d
relieve school districts from an adm nistrative obligation
and would save DEED $525 thousand per year. Schoo

districts supported the elimnation of all unf unded
mandates due to the current budget crunch. The testing was
an additional hurdle for students that had fulfilled all of
the other criteria necessary to graduate. She pointed out
that the packet she had distributed to nmenbers included
several letters from school districts detailing the burden
of providing the testing to students. She concluded that HB
80 would renove the new testing mandate before it becane an
expected tradition.

10: 04: 27 AM

Representative Gara reported that he had been contacted by
a nunber of school officials about the possibility of
adm nistering an annual exam once every four years. He
could not recollect the name of the test. In changing the
time between testing the state would save a significant
anount of noney. He wondered if Representative Gattis knew
t he nane of the test.

Representative Gattis believed he was speaking of the
Al aska Measures of Progress (AWP) test which was not part
of the current legislation. She had thought of including
the AMP test in the bill and went so far as having a
commttee substitute drafted, but felt limted on tinme.
There were other issues having to do with the AW test
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including federal funding that needed to be thoroughly
i nvestigated which would take tinme. Therefore, she left it
out of the bill. She added that the Senate had a bill
currently being vetted regarding the AMP test. She
summari zed that HB 80 was limted to the ACI, the SAT, and
t he WrkKeys exam

10: 05: 45 AM

Representative Gara wanted to hear from DEED about the AMP
test because of the potential cost savings.

10: 06: 12 AM

Representative Wlson clarified the version of the bill for
consi deration. She asked about what happened to the test
information once a student conpleted one of the three
exans.

Representative Gattis did not know but the departnent would
be able to answer the question.

Representative WIlson wanted to know the answer. She also
wanted to know about any requirenents in terns of providing
exam | ocations. She wanted to know how the state benefited.

Co-Chair Thonpson relayed that Deena Paranb from the
Mat anuska Borough  School District was available for
guestions as well as Les Morse with DEED avail abl e.

10: 07: 40 AM

LES MORSE, DEPUTY COWM SSI ONER, DEPARTMENT OF EDUCATI ON AND
EARLY DEVELOPMENT, reiterated that the question was how the
data was used. He stated that for the particular assessnent
the departnent received the data for the purpose of
verifying student participation. The state also took the
nunber of participating students and calculated the
percentage of students participating within the state's
school rating system to determ ne whether students were
taking the assessnent. The exam was the neans of
determ ning coll ege career readiness and the state's school
accountability system

10: 08: 57 AM
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Representative WIson asked if the state was grading its
schools based on whether students participated in the
assessnment test rather than student perfornmance.

M. Mrse responded that the exam was a participation
requi renent. He added that the state used other assessnents
for achievenment and performance. The test was used to
det erm ne per f or mance for t he Al aska Per f or mance
Schol arship but not for state purposes of accountability.

Representative WIson wanted to hear from the Matsu
superintendent. She relayed her personal experience taking
the ACT. She wondered if the school districts were required
to adm nister the test during the school day.

DEENA PARAMO, SUPERI NTENDENT, MATSU BOROUGH SCHOOL DI STRI CT
(via teleconference), indicated that the current discussion
was what the district had evidenced in the current vyear.
She pointed out sone of the wunintended consequences;
additional work for counselors, lost instruction tinme in
the classroom because of assessnments being adm nistered
during school hours, and a significant anmount of paperwork.
The fact that students could choose one of three different
tests also conplicated the process. Another downside was
that students were given one attenpt. If, for exanple, a
student was ill on the day of the exam changing the date
required conpleting a hurdle of paperwork. It also neant
that a student would have to register on a weekend day on
their own tinme. She added that ACT, SAT, and WrkKeys
scores remained with a child' s transcript.

10:11:15 AM

Representative WIson understood that the primary reason
for the test was to satisfy a requirenent for the Al aska
Performance Schol arship. She thought the fee to take the
test was mnimal. She was concerned with the costs and the
cl assroomtine | ost because of the test requirenent.

10: 11: 50 AM

Vice-Chair Saddler asked about the second repealer that
repealed AS 14.03.75(b) regarding students that did not
qualify for a diplom because of failing to take a coll ege
and career assessnent. He wanted to know the practical
result if the bill was anended and the statute repeal ed. He
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wanted to clarify that if a student did not take the test
they could still receive a diplona.

Representative Gattis stated that essentially the state
mandat ed each student to take one of three tests, whether
or not they passed it, in order to get a diplom. She
enphasi zed that even if a student did all the required
course work and passed all of the associated assessnent
measures, they could not receive a diploma unless they took
the ACT, SAT, or WrkKeys exam Sinply stated, HB 80
al l oned students who had conpleted their course work and
received all of their credits to receive their diploma

10: 12: 55 AM

Representative Gara understood that the tests would becone
voluntary. He wanted to know why Representative Gattis
removed the provision that the state or the school district
could pay for the testing.

Representative Gattis responded, "That is an interesting
word, whether they can or they shall."

Representative Gara «clarified that ~currently it was
"shal I ."

Representative Gattis stated he was correct. She added, "It
must. The state nust pay for it. This is mandated."”

10: 13: 48 AM

Representative Gara asked Representative Gattis why she was
deleting the provision for the state to pay for testing for
students that wanted to go to college or to pursue higher
education through vocational training.

Representative Gattis responded that she deleted it so the
state would not have to bear the cost of the testing. The
student would pay to take one of the three exans rather
than the state having to pay for it. She pointed out that
there was a provision for students who could not afford to
pay for the testing. Her staff would expl ain.

10: 14: 28 AM

STEVE RICCl, STAFF, REPRESENTATIVE LYNN GATTIS, indicated
that there was a provision for a waiver for |owincome
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students. The College Board, the conpany that sells and
distributes the ACT and SAT, reported that for students who
received a waiver they would also receive additional
benefits that were not available through the state. He
suggested that, for instance, |owincone students would
receive four free college application waivers. He
highlighted that |owincone students benefited nore by
attaining the waiver from the College Board than receiving
the testing fromthe state

10: 15: 31 AM

Representati ve Gara under st ood t hat free col | ege
application waivers were avail able. However, he wondered if
a student could get a waiver for the fees associated with
taking the ACT, SAT, or WrkKeys exam He asked if there
was a WrkKeys waiver. He also asked if there was an ACT
and SAT wai ver based on incone.

Representative Gattis stated there was a waiver for the ACT
and SAT exanms through the College Board. The WrkKeys test
was avail able through the Departnent of Labor and Workforce
Devel opnent ( DOLVD) .

Representative Gara wondered why Representative Gattis
removed the regulations for people with disabilities and
referred to AS 14. 07. 165.

M. Ricci asked Representative Gara to repeat his question.

Representative Gara indicated that the statutes addressed
regul ations the departnent was allowed to adopt to assist
students with disabilities. He wondered why the |egislature
woul d take away the power to grant assistance to students
with disabilities.

M. Ri cci offered to do additional research. Hi s
interpretation was that people wth disabilities would
still have the ability to test, but it was not explicit

that it was nandatory that the state provide the testing.

10:17: 04 AM

Representative Gara commented that it was not the way he
read it but thought nore information was necessary. He had
one question for M. Parano regarding the AMP test. He
purported that it costed school districts a significant
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anount to provide the test on an annual basis. He asked for
her thoughts on alternatively providing the test once every
four years. He wondered if it would save her school
di strict noney.

Ms. Paranp enphatically supported a four-year rotation for
the AWMP test. Additionally, the test provided simlar
information about schools rather than about i ndividual
children's learning. There were other assessnents that were
nore informative that parents and teachers relied on as
well as school districts in making daily decisions. She
woul d al so support elimnating the AMP test conpletely.

Representative Gara asked about the potential savings from
noving the test from an annual exam to a test admnistered
once every four years.

Ms. Paranp relayed that the state paid for the cost of
testing materials. The school district spent approximtely
$15 Thousand per testing session for additional staffing to
accommbdat e and process the assessnent.

10:19: 10 AM

Representative GCuttenberg wondered what the state would
lose in ternms of test scores. He suggested that the bil
woul d change the denographics of students taking the test
regardless of the availability to students who could not
afford it. He wanted to know if there was sonething the
state needed or required to determine a student's grade
which the state would no |onger have access to with the
passi ng of HB 80.

Representative Gattis verified that he was tal king about
the ACT and SAT exans versus the AMP test.

Representative CQuttenberg confirned he was talking about
t he ACT and the SAT.

Representative Gattis tried to paraphrase Representative
GQuttenberg's question about those students that did not
take any of the tests. She clarified that in the current
statute if a student did not take one of the three tests

they would not graduate. She wondered if Representative
GQuttenberg's question had to do wth determning the
pur pose of the testing mandate.
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Representative QQuttenberg responded in the negative. He
di scussed the ranking of states in ternms of how they are
doing in educating students. He suggested that by changi ng
the way Al aska was doing its testing the nunbers would be
skewed one way or another. He wondered if Al aska would | ose
credibility with a scoring system

Representative Gattis remarked that because it was the
first year there were no nunbers to |lose or gain. She was
|l ooking to elimnate the test before the state utilized the
initial data. She was unaware of what the state would do
with the testing nunbers being a new nandat e.

M. Mrse indicated that <currently the state used the
information to verify participation. He did not anticipate
any loss of credibility with any ranking organization. All
students chose to take one of three assessnents. The
| egislation was brought forward to create a college or
career readiness environment within schools. Wth the state
covering the costs associated with the testing it broadened
student access and hel ped students to neet requirenents
associated with the Al aska Performance Schol arship. He
reiterated that waivers for the ACT and SAT exans were
available to lowincone students and helped to preserve
student access to testing.

M. Mrse anticipated a loss in the nunmber of testing
sites. He relayed that without a state contract testing
could not be conducted during school hours, thus, reducing
the nunmber of testing sites. He stressed that the main
guestion was whether the test should be required to receive
a diploma. He conveyed that DEED did not have a strong
feeling about the issue one way or another. He confirned
that the departnent thought it was good to take the test.
However, it also understood the current financial clinate.
Returning to Representative Cuttenberg's question, he did
not believe there would be a | oss of credibility.

10: 24: 20 AM

Representative GQGuttenberg asked if the waiver applied to
the fee or having to take the test.

M. Mrse clarified that if students nmet a |owincone
requi renent, the non-profit conpanies, ACT and the Coll ege
Board, would give those students a fee waiver to allow them
to take the test w thout cost.
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10: 24: 54 AM

Representative Mnoz nentioned getting rid of the high
stakes exam the H gh School G aduation Qualifying Exam
(HSGQE) in the previous year and replacing it wth the
three choices of exans. She wanted to nmke sure that
students did not have to pass the exam to get a diplom,
they sinply had to take it. She asked if she was correct.

M. Mrse responded in the affirmative. He added that
taking any of the three tests (ACT, SAT, or WrkKeys) woul d
satisfy a student's participation requirenent.

Representative Minoz asked the sponsor about whether she
had considered also renoving the testing requirenment for
the Al aska Performance Schol arship (APS) and rather relying
on a student's grade point average for qualification of the
APS.

Representative Gattis responded that she had not thought of
Representative Munoz's idea. She reported that the feedback
she received from different people was that they would find
the funding for their children to take the exam She spoke
of her first two years as the Education Committee Chair.
She had asked school districts to provide her wth unfunded
mandates so she could address them |In the current year
schools were focused on elimnating unfunded nmandates. She
opined that the testing detracted from the state's nain
m ssion. She also offered that the testing results did not
hel p the school districts teach kids adding that nmany Kkids
were noving to different areas. She believed she had
addressed and discussed the issue of folks not being able
to afford an exam She conveyed that if school districts
had kids that could not afford the test but wanted to take
one they would find a way to fund the testing.

10: 27: 06 AM

Vi ce-Chair Saddl er asked about the way in which students
wth disabilities were treated. He wanted to know whet her
students with disabilities who wanted to take career
assessnent tests, even in the absence of a mandate, would
be able to do so. If so, he wondered if the schools would
be required to acconmodate disabled students wth special
needs by state policy.
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Representative Gattis relayed that schools already nmade
accomodations for students on a daily basis as part of
their Individualized Education Program (IEP). In terns of
testing, schools would <continue to rmake necessary
acconmodations. She stipulated that she was basing her
answer on her own |ife experience.

Vi ce-Chair Saddler specifically asked if schools would be
mandat ed to acconmobdate di sabled students. He restated his
first question which was whether disabled students who
wanted to take the assessnents in the absence of the state
mandat e be allowed to do so.

M. Mrse responded in the affirmative.

Vi ce-Chair Saddler asked if schools, by policy, would be
obligated to accommpdate the special needs of students wth
di sabilities.

M. Mrse specified that if the testing was not state
mandated the testing would not be admnistered during
school hours. The testing would not be run by the schools
but by either the non-profit for SAT [ACT] or College Board
for SAT. Both assessnents allowed for acconmodations and
were nmade avail able to students that needed them

10: 29: 14 AM

Vice-Chair Saddler clarified that schools would not have to
make accomodations but the College Board or the ACT
aut hority woul d nmake accommobdati ons.

M. Morse responded affirmatively.

10: 29: 26 AM

Vice-Chair Saddler wanted to clarify a question asked by
Representative Munoz. He wondered if it was correct that in
order to qualify for the APS a student had to take one of
t he assessnents.

M. Morse responded positively.

10: 29: 42 AM

Representative Gara referred to the disability provision in
AS 14.07.165 (a)(5) and (b). Currently, for a student wth
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a disability the departnent was required to adopt
regul ations that mght address the conditions, criteria,
procedure and scheduling of the assessnent, things needed
to accommodate sonmeone with a disability and required to
adopt regul ation. He asked why it was no | onger needed.

M. Mrse stated that the reason it would no |onger be
needed was that the schools would not be doing the
assessnment. The Col |l ege Board and ACT would be responsible
for conducti ng assessnments and provi di ng necessary
accommodati ons provisions. He elaborated that the current
statute was mandating schools to follow the same provisions
laid out by ACT and SAT. He concluded that the world woul d
not change for students with disabilities.

10: 30: 59 AM

Representative Gara asked about WorkKeys.

M. Mrse's understandi ng was that WrkKeys was part of ACT
and the sanme accomodations would be provided. However,
Wor kKeys was not conducted in the sanme type of setting
where there were certain test days.

Representative Gara asked what AWMP stood for and where he
would find it in the statutes.

M. Mrse answered that AMP stood for Assessnent Measures
of Progress. It was the standards-based assessnent required
in statute, also required under federal law, and was the
assessnment used for state accountability given in grades 3
t hrough 10.

10: 32: 42 AM

Representative Gara asked if the state would incur a
federal penalty if the legislature decided to nove the AW
to being adm nistered every four years.

M. Mrse confirmed that there would be a federal penalty.
He el aborated that the $97.5 million the state received for
the elenmentary and secondary education act would be at
risk.

Co- Chair Thonpson stated that HB 80 would be brought up

again at 1:30 pm at which time public testinmony would be
hear d.
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#
ADJ QURNVENT

10: 33: 46 AM

The neeting was adjourned at 10:33 a. m
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