1: 36: 56 PM

CALL TO ORDER

Co-Chair
to order at 1:3

VEMBERS PRESENT

Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve

VEMBERS ABSENT

None

ALSO PRESENT

Pet e Eckl und,
Representative

SUMVARY
HB 3001
HB 30

SB 3001

HOUSE FI NANCE COW TTEE
THI RD SPECI AL SESSI ON
Novenber 3, 2015
1:36 p. m

6 p.m

Mar k Neuman, Co-Chair

St eve Thonpson, Co-Chair
Dan Saddl er, Vice-Chair
Bryce Edgnon

Les Gara

Lynn Gattis

David Guttenberg
Scott Kawasaki
Cat hy Munoz
Lance Pruitt
Tamm e W1 son

St af f, Mar k

Seat on.

Representati ve
Paul

APPROP: LNG PRQIECT & FUND/ AGDC/ SUPP.

01 was SCHEDULED but not HEARD.

APPROP: LNG PRQIECT & FUND/ AGDC/ SUPP.

Neurman called the House Finance Conmmittee neeting

Neuman;

CSSB 3001 (FI'N) was HEARD and HELD in comm ttee

for f

House Fi nance Committee 1

urt her consi derati on.

11/03/15 1:36 P.M



1: 37:48 PM

#hb3001
HOUSE BI LL NO. 3001

"An Act nmaking supplenental appropriations; making

appropriations to capitalize f unds; maki ng
appropriations to the general fund from the budget
reserve fund (art. IX sec. 17, Constitution of the

State of Alaska) in accordance with sec. 12(c), ch. 1,
SSSLA 2015; and providing for an effective date."

Co- Chair Neuman indicated that CSSB 3001 woul d be taken up
in the current neeting. The Senate bill was virtually the
sanme conmittee substitute as the version in the House; CSHB
3001. On behalf of the public he wanted his staff to review
the current piece of |egislation.

1: 37: 48 PM

#sb3001
CS FOR SENATE BILL NO. 3001(FIN)

"An Act nmaking supplenental appropriations; making
appropriations to capitalize funds; and providing for
an effective date."

1: 38: 07 PM

PETE ECKLUND, STAFF, REPRESENTATIVE MARK NEUMAN, revi ewed
the sectional analysis of the bill. He explained that the
bill was an exact nmatch to the House Committee Substitute

version adopted on Novenber 1, 2015. He read from the
sectional anal ysis:

Section 1 Legislative Intent

(a) that the supplenental appropriations
for the Departnments of Law, Nat ur a
Resources, and Revenue be accounted for
separately

M. Ecklund indicated that the Legislative Finance Division

established a separate accounting code for tracking
pur poses. He continued to read fromthe sectional analysis:
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(b) that the admnistration carry out the
TransCanada interest acquisition in an
expedi ted manner

Section 2 Suppl enental appropriation request for the
Depart ment of Law for $10, 100, 000 for
outside | egal counsel contracts and interna
agency costs for work conpleted during FY16

M. Ecklund added that the bill explicitly identified the
Department of Natural Resources as the lead in seeking out
and di recting out si de | egal counsel ; a provi si on
established in statute as a result of SB 138. He continued
to read the sectional analysis:

Section 3 Suppl enental appropriation request for the
Departnent of Natural Resources for
$1, 849,500 for marketing, contractual
servi ces, and personal services for work
conpl eted during FY16

Section 4 Suppl enental appropriation request for the
Depart ment of Revenue for $1, 045,500 for
personal services and travel and contractua
services for work conpl eted during FY16

Section 5 Fund Capitalization

(a) the amount necessary, estimted to be
$68, 455,000 is appropriated from the GCeneral
Fund to the Al aska Liquefied Natural Gas (AK
LNG Project Fund to acquire the interest
currently hel d by TransCanada Al aska
M dstream Limted Partnership

(b) $75,600,000 is appropriated from the
CGeneral Fund to the Al aska Liquefied Natura
Gas Project Fund for the state’'s share of
Prelimnary Front-End Engi neering and Design
(Pre-FEED) work for the AK LNG Project

(c) Statutory designated program receipts,
estimated to be $2.9 mllion, received for
rei mbursenent for costs of field work from
the AK LNG Project Fund are appropriated to
the AK LNG Project Fund
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(d) Statutory designated program receipts,
estimated to be $1.3 nmillion, received for
rei nbursenent for costs of field work from
the In-State Natural Gas Pipeline Fund are
appropriated to the In-State Natural Gas
Pi pel i ne Fund

1:42: 03 PM

M. Ecklund elaborated that Al aska Gasline Devel opnent
Corporation (AGDC) paid for work in the amunt of $2.9
mllion from the Al aska Liquefied Natural Gas (AKLNG fund
and $1.3 mllion out of the in-state gas pipeline fund. The
sane anpunts were supposed to be reinbursed to AGC and
needed the statutory designated programrecei pt authority.

Section 6 Lapse of Appropriations

The appropriations nmade in Sections 5 do not
| apse

M. Ecklund reaffirnmed the fund capitalization anounts of
$68.455 mllion and $75.6 mllion that did not |apse.

Section 7 Retroactivity

|f sections 2-5 take effect after Novenber
15, 2015, sections 2-5 are retroactive to
November 15, 2015

Section 8 Contingency

The appropriations made in sections 2-4 (the
suppl enental appropriations to the three
departnments) and in section 5(b) for Pre-
FEED work, are contingent on adoption of a
work program and budget for the AK LNG
Project by Decenber 31, 2015

Section 9 Imedi ate effective date

1: 43: 39 PM

Vice-Chair Saddler commented on the date that had been
mentioned in previous discussions, Decenber 4, 2015, for
the work program and budget. He referred to the Decenber
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31, 2015 date [referred to in Section 8: Contingency] and
wonder ed about the different dates.

M. Ecklund explained that the vote for the work program
and budget was schedul ed for Decenber 4, 2015. Technically,
however, as M. Butt stated in his testinony it needed to
be approved by the end of the cal endar year 2015 so that
funds coul d be expended January 1, 2016.

1: 44: 30 PM

Vice-Chair Saddler referred to page 2, line 23-24. He asked
about the reference to the TransCanada Al aska M dstream
Limted Partnership. He wanted to make sure it was the
proper identification of the entity inside TransCanada's
famly of conpanies that it currently owned. There was sone
conf usi on earlier about Tr ans Al aska Devel opnent
Cor por ati on.

M. Ecklund stated that he had talked to people that had
assured him of the accuracy of the nane. He suggested that
the TransCanada representatives in the back of the room
correct the conmttee if a name correction was needed.

Vi ce-Chair Saddl er acknow edged the head nods in the back
of the room from TransCanada representatives affirmng the
correctness of the name.

Co- Chair Neuman el aborated that it was technically the work
program and budget rather than the work plan and budget.

1: 45: 31 PM

Representative Quttenberg suggested that if for sone reason
when the four partners nmet to cast their votes on Decenber
4, 2014, and one or nore of the partners decided to delay
the inplenmentation for three nonths what would be the
effect. He expressed his concerns about not having enough
funding available and potentially mcromanaging the
proj ect .

M. Ecklund responded that as he understood from testinony
and private conversations if a work program and budget for
the follow ng cal endar year beginning January 1, 2016 was
not approved by the end of Decenber 2015, there would be no
noney fromany of the partners to continue to do anything.
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Representative Quttenberg understood but suggested that
they [the other partners] had much nore flexibility than
the state. He enphasized the project driven decision-nmaking
process and expressed his concerns with mcromanagi ng the
proj ect. He wondered what AGDC woul d say.

1: 47: 54 PM

Co-Chair Neuman indicated that M. Ecklund was a staffer
and was doing his best to explain.

Representative CQuttenberg asked if an appropriation would
be avail abl e.

M. Ecklund responded, "No." He infornmed Representative
GQuttenberg that the way the bill was designed there had to
be a vote by Decenber 31, 2015. He understood that the ful
intent of all of the partners was to have a vote in place
by the end of the current year. The partners had worked
very diligently to put forth the work program and budget
for approval to all of the necessary boards.

Co-Chair Neunman also heard testinony that the purpose of
t he anendnent, approved by all parties for the work program
and budget, was to change the date.

1: 48: 48 PM

Co- Chair Thonpson thought that a work program and budget
needed to be approved on Decenber 4, 2015 for possibly only
three nonths. The entities would have all voted, allow ng
for carry forward. Sonmething had to be approved by Decenber
4, 2015 and would likely cover Representative Cuttenberg's
concerns.

Co-Chair Neuman told menmbers he would be bringing the bil
up again at 9:00 am the followi ng day. He asked nenbers to
review the bill and submt any anmendnents in witing to his
office by 5:00pm on the current day or anmendnents woul d not
be taken.

1: 50: 03 PM

Representative Pruitt referred to Section 2 of the bill
stating that noney coul d be expended from the appropriation
made only for work during the fiscal year. He wondered if
t he | anguage neant that all of the $10.1 nmillion had to be
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spent by June 30, 2016. He wondered if the state could sign
a contract for two years-worth of work obligating some of
the nmoney into the future or if all of it had to be spent
by June 30t h.

M. Ecklund suggested the |anguage was added specifically
to prohibit the situation that Representative Pruitt
descri bed. For exanple the Departnment of Law could not sign
a two-year contract or a contract beyond the end of the
fiscal year in 2016. It was crafted such that the
departnment would have to come back to the legislature in
the FY 17 budget process for additional funding for
continued work in FY 17.

Representative Pruitt asked if the initial intent was for
$10.1 million to be used by June 30, 2016 or by a different
tine.

M. Ecklund stated that there was testinony by the attorney
general in another commttee that if the funds were not
expended by June 30, 2016 they would be returned to the
general fund. The added | anguage reinforced the point that
if the Departnent of Law felt it needed additional outside
counsel beyond June 30, 2016 the departnment would need to
ask for the funds in the FY 17 budget process.

Representative Pruitt agreed with the bill. He wanted to
ensure that the departnment was not asking for $10 nmillion
when it only needed $7 mllion through June 30, 2016 in
order to extend the use of the funds through Septenber 30,
2016. He wanted to nmake sure the |legislature was only
appropriating the necessary anount.

1:52: 24 PM

Co-Chair Neuman nentioned that first, the departnent did
not have to use all of the funds appropriated. Secondly,

last year when there was a $30 nillion unallocated
deduction the legislature requested that the Departnent of
Nat ural Resources did not use the funds to backfill the

requested reductions in the previous year's budget.

1:53:17 PM

Representative Pruitt explained he had just want ed
confirmation.
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1:53: 26 PM

Representative Gara referred to page twd. He wondered if
for some reason one of the other parties (ExxonMbil,
British Petroleum or Conoco Phillips) decided not to sign

the work plan until January 1 [2016] and the state was
ready to sign the plan on January 1 [2016], would the
appropriations in the bill be null and void.

M. Ecklund responded that the bill read that there had to
be an affirmative vote by all parties by Decenber 31, 2015
approving the work program and budget. Wthout such a vote
the state would not nove forward with the project. He
furthered that from M. Butt's testinony there needed to be
an affirmative vote by all partners by Decenber 31, 2015
O herwi se, there would be no noney available on January 1,
2016 to do anyt hi ng.

1:54: 41 PM

Co-Chair Neuman clarified that the financing would not go
forward. As for the rest of the project, he was unsure.

Representative Gara comented that he had no idea the
happeni ngs inside of any conpany's board room currently. He
conveyed that he thought it would be a mstake for the
state to stop the project because one of the other parties
did not sign. He did not know whether Section 8 was
currently a smart policy.

Co- Chair Neuman remarked that the parties were all aware of
t he ri sks.

1: 55: 33 PM

Co-Chair Thonpson clarified that M. Butt testified in a
previ ous hearing that he had to have an affirmative vote by
Decenber 4, 2015. If not, denobilization would begin on
Decenber 5th in order to finish up by the end of the
current year.

1: 56: 07 PM

Representative WI|son asked that if the funds were not
spent by June 30, 2016, could they be spent, for exanple,
on July 5th.
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M. Ecklund stated that the normal course of practice was
that all appropriations be spent in the year appropriated.
There was extra protection outlined in the bill that in a
special situation of contracting, contracts could not go
beyond the fiscal year with noney from the current fisca
year .

1:56: 51 PM

Representative WIson suggested that the state could not
obligate funds into subsequent years. She wanted to ensure
that the bill stayed within the confines of the normal
course of practice having to do with the state budget.

M. Ecklund relayed that the | anguage added in the bill was
not in the regular bill. It was additional |anguage to
better ensure that no obligation of funds on the part of
the Departnent of Law extended beyond June 30, 2016. The
departnment would have to return to the legislature for
funds needed after July 1st.

Co-Chair Neuman believed that representatives from the
departments had testified before the Senate that they
approved or at |east understood the | anguage in the bill.

M. Ecklund furthered that it was nornmal practice that any
nmonies remaining at the end of a fiscal year |apsed. It was
a special situation with contracts. Approving noney for
contractual services was a little different than the norm

Representative WIson suggested adopting such a practice
when reviewing the regular budget. She wanted to better
understand the distinction between what was done as a
normal course of practice versus an exception to the rule.

1:58: 41 PM

Representative Gattis spoke about the conmment made by Co-
Chair Neuman concerning different agencies addressing the
other body. She was interested in his remarks about the
agenci es possibly not liking the |language in the bill.

Co- Chai r Neuman corrected Representative Gattis. He

clarified that he was not sure if the departnents truly
i ked the language in the bill.
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Representative Gattis wondered if there were things Co-
Chair Neuman knew for certain that the departnents did not
like. From a business perspective she believed the state
had hanpered itself from acting like a business. She
wondered if Co-Chair Neuman was aware of anything the
departnents did not I|ike.

Co-Chair Neuman responded that the departnents have
indicated that they could work within the boundaries of the
bill.

Representative Gattis asked, "Contractually?"

Co-Chair Neuman responded, "Yes." He clarified the intent
of what he had said earlier in the neeting.

HB 3001 was SCHEDULED but not HEARD

CSSB 3001 (FIN) was HEARD and HELD in conmttee for further
consi derati on.

#
ADJ OURNVENT

2: 00: 20 PM

The neeting was adjourned at 2:00 p. m
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