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HB 249 was SCHEDULED but not HEARD

HB 250 I NDI V. | NCOME TAX: CREDI TS; RETURNS
HB 250 was SCHEDULED but not HEARD.

HB 319 SNOWMOBI LE REG STRATI ON FEES
HB 319 was SCHEDULED but not HEARD

HB 373 APPROVAL OF SALE OF ROYALTY O L TO TESORO
HB 373 was REPORTED out of committee with a "do
pass" recomendation and wth one previously
publ i shed i ndeterm nate fiscal note: FN1 (DNR).

SB 124 EXTEND SUNSET ON AK COWM SSI ON ON AG NG

SB 124 was HEARD and HELD in commttee for
further consideration.

CONFI RVATI ONS:  ALASKA MENTAL HEALTH TRUST AUTHORI TY
Co- Chair Thonpson revi ewed the agenda for the day.

8:33:32 AM

ANCONFI RVATI ONS: ALASKA MENTAL HEALTH TRUST AUTHORI TY

He relayed that Laraine Derr would not be confirnmed during
the current neeting.

8:33: 59 AM

JEROVE SELBY, was interested in the public service position
because he saw it as an opportunity to hel p Al askans using
state resources. The Mental Health Trust assets would be
used to develop jobs for Al askans while providing nore
funds for the trust and its targeted set of beneficiaries.
He enjoyed devel oping natural resources of which he had
several years of experience.

M. Shel by had been the Mayor for the Kodiak |Island Borough
for 24 years. He had also served on the U S. Departnent of
t he I nterior, M neral s Managenent Servi ce, Qut er
Cont i nent al Shel f Policy Commttee making decisions
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regarding all of the offshore oil assets in Anerica. The
bor ough had operated the Kodiak |Island Mental Health center
whil e he was mayor. Since then the managenent of the center
had been contracted out to Providence hospital. He had a
long history of working with the trust. He also felt that
it was a good tine to ensure additional dollars went into
the trust because of the state's tight budget tinmes. He
spoke of the Alaska Mental Health Trust Board recently
approving about $4 nmllion in assistance dollars to the
Department of Health and Social Services (DHSS). He enjoyed
wor king together to come up wth solutions to benefit the
peopl e of Al aska.

Representative QGuttenberg commented that M. Selby had an
i npressive resunme. He asked himto tal k about how he would
apply his personal experience to the board. He wanted him
to elaborate on how he would be a natural fit. M. Selby
had a substantial history in health care going back to 1971
and had a good feel for health care delivery. He spoke of
his experience in Kodiak using the land the borough had
received from the state to generate revenue through a
nunber of |eases. Several of the |eases becane devel opnent
opportunities that fueled and strengthened Kodiak's
econony. He enjoyed putting things together to nake
successful ventures.

8:38: 56 AM

Vi ce-Chair Saddler asked if M. Selby was actively serving.
M. Selby was currently serving and had attended the
February and March board neetings. He was pleased that a
timber sale had been approved by the board at the March
nmeeti ng.

Vi ce-Chair Saddler nentioned that the board had nmade sone
important decisions to dedicate funds to the Medicaid
reform bill. He asked M. Selby how he voted. M. Sel by
coommented that with his Iimted experience on the board he
relied on recomendations from staff and other board
nmenbers. He used a "conmopbn sense" approach neasuring
against the Alaska Mental Health Trust's guidelines and
m ssi on.

Vice-Chair Saddler nentioned that the range of trust
beneficiaries was broad. He asked if M. Selby had a better
understanding or experience wth any one «class of
beneficiaries over another. M. Selby did not. The nental
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health center within the Kodiak Island Borough tried to
serve a range of needs. He was aware that it was an
unr easonabl e expectation that the center could cover every
possi ble need especially with limted funding. Therefore,
wi se deci sions had to be made.

8:42:48 AM

Vice-Chair Saddler asked about how M. Sel by would
i nfluence the trust's board decisions. M. Selby responded
that he hoped his expertise would help the board nake
better decisions and would result in return in revenues and
service delivery. He noted his ability to help discern
anongst various options and to nake tough decisions. He was
confortable and had a significant anmount of experience
maki ng difficult decisions.

Representative Edgnon thanked the committee for the
t houghtful questions and spoke in support of M. Selby's
appointment to the board. Wile M. Selby was mayor of
Kodi ak, the representative had a long work relationship
with him He nentioned the trust as a unique body with a
uni que responsibility. The representative thought that M.
Sel by' s experience being an ideal fit in terns of him being
a very involved nenber and the mssion of the trust
authority. He -encouraged other nenbers to support M.
Sel by' s confirnmation.

Co- Chair Thonmpson acknowl edged Representative Cathy Tilton
in the audience. He stated that he encouraged the
advancement of M. Selby's nanme to the joint body for
confirmation.

8:45:57 AM
AT EASE

8:49: 05 AM
RECONVENED

Co- Chair Thonpson intended to nove HB 373 out of conmttee
in the current day if it was the will of the nenbers.

#hb373

HOUSE BI LL NO 273
"An Act relating to the transfer of the title to a
vehicle, including certain nmanufactured hones and
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trailers, on the death of the owner; and providing for
an effective date."

8:49: 50 AM

MARTY  RUTHERFORD, ACTI NG COW SSI ONER, DEPARTMENT  OF
NATURAL RESOURCES, indicated she would be providing a brief
overview of the proposed sale of the state's royalty oil to
Tesoro

Comm ssioner Rutherford relayed that she would discuss the
process and the criteria for royalty-in-kind (RIK) sales

She would also discuss the specific contract ternms of the
Tesoro RIK contract. She would also be nentioning another
royalty oil contract the state was in the mst of
negoti ati ng.

Comm ssioner Rutherford began with slide 2: "Royalty In-
Ki nd versus Royalty I n-Val ue"

The State has a choice to take its royalty in-kind
(RIK) or in-value (RIV)

 Wen the State takes its royalty as RV, the
| essees who produce the oil also market the
State’s share along with their own production and
pays the State the value of its royalty share.

* Wien SCA takes its royalty share as R K the SOA
assunes ownership of the oil, and the DNR
Comm ssioner disposes of it through the sale
procedures prescribed by AS 38.05.183.

e Currently, the SOA receives all royalties as RV,
hi storically, the SOA has regularly taken
royalties as R K

Conmmi ssi oner Rut herford advanced to slide 3: "Non-
Conpetitive RIK Sal e Process":

e Before taking RIK, the DNR Comm ssioner nust find
it isinthe State’s best interest.

* DNR nust decide whether to sell RIK pursuant to a
conpetitive auction or a non- conpetitive,
negoti at ed sal e.

e Solicitation of Interest issued January 2015 to
prospective purchasers to gauge market interest.
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 DNR determned that there was not conpetition
allowng for a conpetitive sale, and proposes to
enter into the negotiated 5 year contract wth
Tesor o.

Conmi ssi oner Rut herford conti nued to slide 4:
"Conmi ssioner’s Decision Criteria":

AS 38.05.183(e) states that the conm ssioner nust sell
the State’'s royalty oil to the buyer who offers

“maxi mum benefits to the citizens of the state.” In
making this determnation, the conmm ssioner nust
consi der:

1. The cash val ue offered

2. The projected effects of the sale on the econony
of the state

3. The projected benefits of refining or processing
the oil in state

4. The ability of the prospective buyer to provide
refined products for distribution and sale in the
state wth price or supply benefits to the
citizens of the state

5. The eight criteria listed in AS 38.06.070(a), as
reviewed by the Royalty Board

Comm ssioner Rutherford noted that she would be talking

about the eight <criteria in greater detail in another
sl i de.
Comm ssioner Rutherford turned to slide 5: "Approva

Process for the RIK Sal e":

 DNR nmust make a Best Interest Finding (BIF) in
support of the sale

* Prelimnary BIF issued February 2016; final BIF
i ssued in March 2016

* DNR presented the sale to the Royalty Board on
March 15, 2016; the Board reviewed the BIF and
the contract, and unaninmously voted to reconmend
the Legislature approve the sale to Tesoro.

* Prior to finalizing the RIK contract, t he
Legislature must pass a bill ratifying the
contract with Tesoro (HB 373; SB 205).

8:54:44 AM
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Comm ssioner Rutherford discussed slide 6: "Royalty Board’ s
Decision Criteria":

AS 38.06.070(a) states that the Al aska Royalty Gl and
Gas Devel opnent Advi sory Board must consi der:

1. The revenue needs and projected fiscal condition
of the state;
2. The existence and extent of present and projected

| ocal and regional needs for oil and gas
products;

3. The desirability of localized capital investnent,
i ncreased payroll, secondary devel opnent and

ot her possible effects of the sale;

4. The projected social inpacts of the transaction
and

5. The proj ect ed addi ti onal costs and
responsibilities which could be inposed upon the
state and affected political subdivisions by
devel opnment related to the transacti ons.

Conmi ssioner Rutherford stated that nunber 3 was not
applicable because the state was selling to an existing
refinery that had been using alternative privately
pur chased supplies. She also relayed that nunber 5 was not
appl i cabl e because the state had an established refinery.

Comm ssioner Rutherford turned to slide 7. "Royalty Board’ s
Decision Criteria Cont.":

AS 38.06.070(a) states that the Al aska Royalty Gl and
Gas Devel opnent Advi sory Board must consi der:

6. The exi stence of specific |ocal or regional |abor
or consunption markets or both which should be
nmet by the transaction;

7. The projected positive or negative environnmenta
effects related to the transactions; and

8. The projected effects of the proposed transaction
upon existing private conmercial enterprise and
patterns of investnent.

Comm ssioner Rutherford added that the royalty board
reviewed the final best interest finding and the associ ated
Tesoro contract. They voted unaninously to reconmend that
the | egi slature approve the sale.
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Comm ssioner Rutherford spoke on slide 8: "Tesoro RIK
Contract Ternms":

* 5 year contract for 20,000 to 25,000 barrels per
day.

 The RIK sales price uses a netback fornula and
provi des higher revenue to State conpared to RI V.

o |If Tesoro nom nat es zero barrel s for 3
consecutive nonths, the contract term nates.

e Security: Tesoro shall provide a letter of
opinion from a financial analyst or a stand-by
letter of credit equal in value to 90 days of ANS
royalty oil (if rating falls below BBB- and

Baa3) .
e In-state processing: Tesoro to use “comrercially
reasonabl e efforts” to manuf act ur e refined

products fromthe ANS royalty oil.

» Enpl oynent of Alaska residents: no discrimnation
agai nst AK conpani es and residents.

Comm ssioner Rutherford highlighted that Tesoro had over
210 Alaskan enployees and enployed over 40 Al askan
contractors. The plant was |located in N kiski and had been
in operation for several decades.

8:58:26 AM

Conmmi ssioner Rutherford detailed slide 9: "R K Contract
Price":

ANS Spot Price - $1.95 — Tariff Allowance +/- Quality
Bank Adj ustnents — Line Loss

* ANS Spot Price = Average US West Coast Price for
Alaska North Slope oil (reported by industry
trade publications Platts and Reuters)

e $1.95 RIK Differenti al

e Destination value mnus nmarine costs so R K >
RI V.

e Tariff Allowance = TAPS and Pipelines upstream of
PS- 1.

e Quality Bank Adjustnments = as reported by TAPS
Qual ity Bank Adm nistrator.
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e Line Loss (loss of volunme between PS1 and the
VM) .

Conmi ssioner Rutherford pointed to the price fornula listed
at the top of the slide in red. The Revenue In-Kind
contract prices equaled the Arctic North Slope (ANS) spot
price minus $1.95 mnus a tariff allowance, adjusted for a
quality bank - either up or down - mnus |line |oss. She
expl ai ned that ANS spot price was the destination val ue of
ANS at the United States West Coast - determ ned by reports
from the industry trade publications, Reuters and Platts.
The next item deducted was a location differential. She
reported that the amount of $1.95 was wused in the
solicitation of interest. She explained that starting with
the ANS spot price the state deducted the nmarine
transportation costs. Wien the state received RV and
| ooked to t he wor ki ng i nt erest owner s t he
shi ppers/producers charged the state between $3.30 and
$3.70 for the cost of the marine transportation from the
Val dez Marine Terminal to the Wst Coast. The state then
deducted the tariff allowance, a conbination of the Trans
Alaska Pipeline tariff and the upstream pipelines.
Fol | owi ng those deductions the state adjusted for a quality
bank, determ ned by the TAPS quality bank adm nistrator at
the Federal Energy Regulatory Conm ssion (FERC). Finally,
the line loss was deducted, the 1loss of volune that
occurred between Punp Station 1 and the Valdez Marine
Terminal. The resulting figure equaled the value that the
state of Alaska received. She explained that difference
between RI K versus RV was about $1.95 versus $3.50 - about
$1.50 in the state's favor. The only distinction between
calculating the RIK versus was RV had to do wth the
anount bei ng deduct ed.

Conmi ssioner Rutherford highlighted slide 10: "Contract is
in the State’s Best Interest":

e DNR estimates the State will receive $45 to $56
mllion in additional revenue over taking RIV.

* Producers deduct around $3.30 to $3.70 from the
west coast value as a “transportation deduction”
inarriving at the price for RV

* The proposed Tesoro contract wll deduct only
$1.95 as a “location differential” from the west
coast ANS val ue.
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* The proposed sale provides crude to Tesoro’s
refinery at N kiski with associated economc and
soci al benefits to Al aska’s econony:

* Tesoro enploys approxi mtely 210 Al askans

* Tesoro produces 59,000 bpd refined products at
its N kiski refinery

* Tesoro refinery’'s estimated contribution to the
| ocal econony is $127mm

9: 02: 55 AM

Cormmi ssioner Rutherford nmoved to slide 11: "Additional
Royalty Ol Sal es":

*Additional royalty oil volunes are available for the
other in-state refiner, Petro Star; helping maintain a
conpetitive in-state refining industry.

*DNR is currently negotiating sales with Petro Star of
remai ning royalty oil under simlar contractual terns.
*The proposed Tesoro contract and forthcomng Petro
Star contract wll allow for additional sale oi
nom nations to naximze royalty oil sales if the State
has nore royalty oil than is currently forecasted.

Comm ssioner Rutherford added that if the volune fell the
state would be pro-rationing both contracts down together
She concluded her presentation and nade herself avail able
for questions.

Co- Chair Thonpson asked about the quality bank adjustnent.
He asked her to el aborate on the subject.

Comm ssi oner Rutherford suggested M. Nouvakhov would be a
better person to address Co-Chair Thonpson's question.

ALEX NOUVAKHOV, DIVISION OF OL AND GAS, DEPARTMENT OF
NATURAL RESOURCES, responded that the quality adjustnent in
the netback evaluation equation |ooked at the crude which
was being sold at the entry of the TAPS and conpared it to
the comngled stream at the Valdez point. If any residuals
were frozen into the TAPS the paynent or penalty would be
borne by Petro Star rather than the sellers. The two
contracts between the State and Tesoro and between the
state and Petro Star would have the sane quality
adj ust nent .
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Comm ssioner Rutherford explained to M. Nouvakhov that
because both Petro Star and Tesoro took their oil at the
termnus the question was whether there was any quality
bank adjustnent involved in the formula for Tesoro.

9: 06: 30 AM

M. Nouvakhov responded in the affirmative. He explained
that there was because, depending on the nomnating field,
the state had an option as to which fields and crudes were
nom nated. For exanple, if the state nom nated sonething
for the crude oil field and then conpared that to a
commingled final crude in Valdez there mght be a quality
adj ust nent .

Co- Chair Thonpson was still unclear. He thought the quality
bank had to do with the amount of product taken off by
Petro Star in the Fairbanks area. They take out a part of
t he product and what was placed back in the line was of a
| esser quality. Therefore, there was a quality bank change
to Petro Star. He furthered that if Tesoro took it out in
the sanme as it would go to the West Coast and did not put
anyt hing back in the line, he wondered if there would still
be a quality bank adjustnment. They did not put back a
| esser quality product into any line.

M . Nouvakhov responded that Co-Chair Thonpson was correct
that Tesoro did not put any product back into a line. He
detailed that the crude the state sold at the point of
delivery at Punp Station 1 could be of a different quality
than the final comm ngled ANS crude which Tesoro took at
t he Val dez Ter m nal

Comm ssioner Rutherford furthered that the state received
an average of 12.5 percent from certain fields. The state
took delivery of its RIK from Punp Station 1. Wat was
delivered downstream from that could be of Ilessor or
greater quality. The quality bank used an adjustnent to
calculate either a deduction or an increase to the state's
value to ensure the state would receive the pure nolecul ar
value for the units fromwhich the state received its oil.

Representative WIson commented that Petro Star would be
effected by the quality bank differently than Tesoro
because of their Jlocation. She did not think how they
[ Tesoro] were effected had anything to do wth their
contracts because a certain portion was not in the
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contract. It was dealt with separately because of it being
a federal governnment related transaction and certain
information was unknown  at the tine. Comm ssi oner
Rut herford indicated she was correct. She relayed that it
was an effort to ensure that where the state took its
nol ecul es and the conposition of the particular nolecules
were acconmodated so that when they were mxed wth
everything going into |ine the state received the
appropriate value for the nol ecul es.

9:10: 03 AM

Representative WIson thanked Departnent of Nat ur al
Resources for naking it possible for the state to keep its
own oil in the state and wusing it for the in-state
refinery. She hoped it would result in keeping the refinery
nmore profitable and steady. She hoped the state had | earned
a lesson from what happened at Flint HIls and | ooked
forward to the arrival of Petro Star.

Representative Gara was fine with the bill. He was glad a
rider was not in the bill Iike there had been two years
previously. He comrented that the nore he |ooked at the
| egislation the unhappier he becane about what the
| egislature did 2 years prior. He explained that
| egi slation that passed granted up to $10 mllion per year
of tax credits adding to the royalty renewal contract for
three conpany owners of refineries. Tesoro had indicated
they did not want them He did not believe the state was in
the kind of financial condition to continue that kind of
legislating. He opined that in part the budget was very
unfair to many people. He thought it would be unfair not to
give the $10 mllion to Tesoro if the state was giving it
to others. He would consider offering an anendnent on the
House Fl oor.

Co-Chair Thonmpson indicated that the discussion would
continue on the house floor.

Representative GQuttenberg had assunmed that the quality bank
calculation was zero. He realized that there were
adjustnments for quality per field. He queried if there was
a daily calculation on flow rate. He wondered if the state
was taking oil from its high volunme fields. Conm ssioner
Rut herford responded that she would ask M. Nouvakhov to
speak to his question about flow She responded that the
State of Alaska received its royalty oil as it was produced
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by producers. The state could not over lift or under Ilift.
When the producers produced from various fields the state
received its royalty percentage from particular |eases. If
there was a variation of the royalty rate, it would very
bet ween | eases. The state took it as it was produced by the
various working interests by field and by | ease.

9:13: 54 AM

Vi ce-Chair Saddler asked about the effects of the price
indices rising substantially. He wondered if the contracts
for the sale to Tesoro had any provisions for an escal ated
price. Comm ssioner Rutherford explained that the place
where the state captured how the price was variable was at
t he ANS spot price.

Vi ce-Chair Saddl er asked  Comm ssi oner Rutherford to
describe the negotiations that |lead to the equalization of
the pro-rata provisions in exchange for changed volune for
Petro Star.

Comm ssioner Rutherford detailed that when the departnent
went out for the solicitation of interest the state
received various responses. Two of the five parties that
responded were North Sl ope Producers who had indicated that
while they might be able to neet a price point of $195 they
were intending to ship out of state for refining. The state
had received a response from Flint Hlls indicating they
were closing down and not interested. The state also
received a response from Petro Star that they were
interested but were not willing to hit the price point.
Tesoro expressed their interest and willingness to hit the
price point. The state, then began its negotiations wth
Tesoro. As negotiations with Tesoro progressed Petro Star
came back expressing their interest and the desired price

point. The state was well into the negotiating process with
Tesoro. As part of trying to acconmodate Petro Star's
desire for volume the state asked Tesoro if it was wlling

to give up sone of its volune to accommodate Petro Star's
interest. The state believed it was good to have a
conpetitive environnment for refining in Al aska. In exchange
the state had |ooked at providing Tesoro wth a
preferential pro-rationing position. She furthered that as
the negotiations continued a point was reached where all
partners were relatively satisfied. In the end it was
decided that neither party would have a pro-rationing
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decision. The state would pro-ration down equally between
any contracts the state had in place.

Co- Chair Thonpson asked for further questions.

9:17: 22 AM

MATT G LL, EXTERNAL AFFAI RS, SENI OR MANAGER, TESCRO, urged
menbers support for the legislation. He read from a
prepared statenent:

Tesoro Corporation is a Fortune 100 conpany and is an
i ndependent refiner and mar ket er of petrol eum
products. Tesoro's refining operations started Al aska
with the purchase of the Kenai refinery back in 1969.

Qur Kenai refinery has the operational capacity to
produce up to 72,000 barrels per day and is primarily
focused on Jet and D esel production followed by
gasoline and gasoline blendstocks, heating oil and
heavy fuel oils, propane and asphalt. W operate a 68-
mle, comon-carrier products pipeline that transports
jet fuel, gasoline and diesel fuel to the Port of
Anchorage and the Anchorage International Airport. The
whol esal e delivery of our products occurs through our
terminals in Kenai, Anchorage, our N kiski dock and
the Port of Anchorage.

In addition to being the |argest taxpayer in the Kenai
Peni nsul a Borough, Tesoro is also able to provide
around 225 famly wage jobs at the refinery, along
with about 30 full-tinme contractors that are working
in and around the refinery year round. W provide
retail fuels at our conpany-owned Tesoro 2-Go retai
outlets as well as at nunerous branded and unbranded
outlets. We enploy operators who work at our termnals
in the Port of Anchorage and in Nikiski.

W are a mgjor supporter of the Cook Inlet Regiona
Citizens Advisory Council (CIRCAC) and the |argest
menber of the Cook Inlet Spill Prevention & Response
team (Cl SPRI) .

We actively support a w de range of |ocal events and
prograns — from enployee fundraising for the United
Way to youth sports prograns. Each year we sponsor all
of the 5th and 6th grade classes on the Kena
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Peninsula to conduct a mssion at the Kenai Challenger
Learning Center and we are the Signature Sponsor of
“Caring for the Kenai” program

Tesoro strongly urges you to support House Bill 373
"An Act approving and ratifying the sale of royalty
oil by the State of Alaska to Tesoro Corporation and
Tesoro Refining and Marketing Conpany LLC and
providing for an effective date."

This legislation is the result of constructive dialog
and productive negotiations between the Departnent of
Nat ural Resources and the Tesoro Corporation. By all
accounts, our conpany was very inpressed with the
State’s ability to understand our issues and arrive at
a nutually beneficial agreenment that is truly a wn-
win for both parties as well as accommodating to the
other refineries in the State.

For the State, the DNR estimates that it wll continue
to receive a price for its Royalty-in-Kind oil that
exceeds the price it wuld have receive if it elected
to keep its Royalty Gl in Value

For Tesoro, this 5 year contract will provide us with
a stable supply of ANS crude while also giving us the
volunetric flexibility to help accomobdate seasonal
fluctuations in demand for refined products. The
avai lability, flexibility and stability that this
contract offers will have a positive inpact on our
ability to maintain our ongoing operations at our
Kenai refinery.

In order to acconmobdate the needs of the other in-
state refiners, Tesoro and the State nodified this
contract to reduce volunes as well as elimnate a
proration clause and a 5 year extension option.

Tesoro believes in Alaska’'s future and is conmtted to
being an active corporate citizen. W l|look forward to
continuing to provide Alaskans wth clean burning
fuels to keep your honmes warm and your cars, boats and
snow nachi nes traveling across this great state.

| urge you to support House Bill 373.

9:21: 20 AM
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Representative Pruitt reported regularly getting asked
about pricing. He asked M. GIl how Tesoro saw the sales
i npacti ng t he consuner. M. GllI clarified t hat
Representative Pruitt was asking about gasoline prices
versus oil prices.

Representative Pruitt responded affirmatively. M. GII
rel ayed that the approval or denial of the contract before
the commttee would have no direct inpact on street prices
of gasoline and Tesoro's other oil products. It was
strictly a conmercial transaction between Tesoro and the
State of Al aska, equivalent to a comercial seller.

Vi ce- Chair Saddl er queried about any other supply of crude
oil that would replace the state RIK oil. He wondered about
the current source of capacity assumng there would be no
change in the refinery throughput. M. GII| reported that
currently Tesoro took every drop of oil produced in Cook
Inlet, the conpany's base supply. It supplenented the Cook
Inlet oil wth ANS crude either through state royalty
contracts or through contracts wth other North Slope
producers. On rare occasion the conmpany had to inport crude

oil from out of state to fill its' needs. Currently,
Tesoro's royalty oil contract, which expired in January
2016, left the conmpany with a gap until the new contract

was in effect in August 2016. It was his understandi ng that
the conpany had to purchase sonme Russian crude to bring
into the refinery.

9:23: 37 AM

Co- Chair Thonpson OPENED public testinony.
Co- Chair Thonmpson CLOSED public testinony.

Co- Chair Thonpson asked Vice-Chair Saddler to review the
fiscal note.

Vice-Chair Saddler reviewed one indetermnate fiscal note
fromDNR, Division of Ol and Gas, Ofice of Managenent and
Budget, conponent nunber 439. The fiscal note was dated
March 23, 2016

Co-Chair Neunman MOVED to report HB 373 out of Commttee
wi th individual recommendations and the acconpanying
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indeterminate fiscal note. There being NO OBJECTION, it was
so ordered.

HB 373 was REPORTED out of commttee with a "do pass"”
recommendat i on and with one previously publ i shed
indeterm nate fiscal note: FN1L (DNR).

9:25: 01 AM
AT EASE

9:29: 05 AM
RECONVENED

#sbl124

SENATE BILL NO 124
"An Act extending the termnation date of the Al aska
Commi ssion on Aging; and providing for an effective

date."
Co- Chair Thonpson relayed the next bill, SB 124. He did not
intend to nove the bill from commttee in the current

nmeeting. He read a list of available testifiers.

9:29:57 AM

SENATOR STOLTZ, SPONSOR, explained that his district was
part of the home of the fastest grow ng senior population
in the State of Alaska. He had introduced the bill by
request. It was a bill supported by numerous organizations
of seniors, individual seniors, and a wide array of others.
He wanted to reflect that it was not his bill but one that
bel onged to the senior comunity and a broader group of
Al askans.

Senator Stoltz relayed that the extension of the sunset
whi ch woul d expire in July 2016 f ol | owed t he
recommendations of the Budget and Audit Conmittee. M.
Curtis and her staff perfornmed the audit and recomended an
8 year ext ensi on. There were other reconmendat i ons
including the commission inproving its public notices of
subconmi tt ees. He encouraged public participation. He
doubted that the conmmssion did anything intentionally to
di scourage public involvenent. The other recomendati on was
a gentle adnonition, because of scarce resources, to
confine its' agenda to activities of senior Al askans rather
than wandering into other policy areas. The Senate State
Affairs Commttee and the Senate Finance Committee | ooked
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at the fiscal inpact. The Senate Finance Conmttee had a
| engt hy di scussion about the fiscal note, which he remarked
was a significant aspect. There were recommendations mnade
by the Senate Finance Conmmittee for nore significant cuts.
The conmttee nediated at the reduction of one person in
the current year and the potential reduction of 2 people in
subsequent years. They arrived at those concl usi ons working
with the adm nistration

Senator Stoltz felt the bill was fairly straight forward
and cane down to whether the commssion perforned a
significant role. He thought the Al aska Comm ssion on Aging
was the conduit for which federal funds were received. He
t hought the anount was approxinmately $11 billion. He and
the audit division believed the comi ssion performed an
inmportant function. The Senate Finance conmttee |ooked at
the finances and renmenbered two words, "We're broke," that
were relevant to any discussion on any state issue being
dealt with. In spite of the state's fiscal situation he
t hought the comm ssion had a worthy role.

9:35:11 AM

Co- Chair Neuman nentioned the analysis on the fiscal note
it discussed how the O der Americans Act provided $12,851
in funding for seniors in FY 16. He wondered if the
commi ssi on decided how the noney was spent. Senator Stoltz
r esponded t hat t he conmi ssi on, wor ki ng W th t he
adm nistration, was likely to decide how the nobney was to
be spent. He deferred to Ms. Daniello to provide a detailed
description. Sonme of the noney was designated through
vari ous conponents of the budget.

Co-Chair Neunman thought nenbers were advocates of | ocal
control. The health comm ssion controlled federal funds for
progranms that affected seniors. Senator Stoltz added that
it was one of the strongest citizen boards in the state. He
noted that Rachel G eenberg from his region was a great
menber. He also nention Edna Debreeze, another active
nmenber. He thought there was a deep well of know edge and
capability on the citizens' board that he was not as
concerned about a dimnution of adm ssion the board was a
solid citizen's board.

Co-Chair Thonpson thanked Senator Stoltz. He called M.
Daniello to the table to answer questi ons.
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9:38: 07 AM

DENI SE DAN ELLO, EXECUTIVE DI RECTOR, ALASKA COW SSI ON ON
AGQ NG, introduced hersel f.

Co- Chair Thonpson was | ooking at the fiscal note elimnated
by the other body. He wondered about the elimnation of one
full time position from the commssion in FY 17 and two
full time positions beginning renoved from the budget in FY
18. He asked about the effect it would have on the board's
ability to fulfill its statutory responsibility.

Ms. Daniello cormmented that it would have a dramatic inpact
on the board's ability to do what it had been doing since
the conmission's inception in 1981. Based on her
under standi ng of the Senate Finance Conmttee's fiscal note
it was an elimnation of one position in FY 2017 and an
elimnation of a second position in FY 18 for a total of
two staff positions resulting in a 50 percent reduction of
its staff. She remarked that the state had a grow ng senior
popul ati on. Currently, there were nore than 120,400
seniors, 75,000 of whom were 65 years and older. It was not
just the growi ng senior population, but was also the growth
of the nunber of people of the oldest old. She continued
that each cohort of the senior population had different
needs and resources. The comm ssion worked to do research
on prevailing trends and report data on a variety of
i ndi cators. The comm ssion convened stakehol der groups and
nmet with seniors around the state to ask for their input.
The comm ssion devel oped the Al aska State Plan for Senior
Services, a 4 year conprehensive state plan, and was in
charge of its inplenentation.

Ms. Daniello also spoke of doing a significant anount of
education, advocacy, and planning efforts. The comm ssion
provi ded guidance to other agencies of state governnent
that were also targeting how to address the grow ng senior
popul ation within their planning efforts. She detailed the
loss of the admnistrative assistant who took care of the
day-to-day business transactions for the commission. The
position also hel ped provide board neeting packets and many
ot her adm ni strative duties. She reviewed the duties of the
Pl anner 2 position that would be lost; the person worked
with the executive director to develop the state plan for
senior services satisfying the requirenent under the O der
Anericans Act to draw down the $11 nmillion in funding. |If
the fiscal note was approved the conmm ssion would continue
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to do its best to satisfy its mandatory requirenments. She
menti oned having done nuch nore over the past years. She
noted hosting senior housing sunmmts, the power of aging
synposium and working wth partners to develop other
pl anning efforts. She reiterated that the loss of staff
woul d affect the conmm ssion greatly.

9:41: 54 AM

Co- Chair Thonpson asked if the commi ssion would be able to
fulfill its statutory requirenents. M. Daniello answered
that the conm ssion had a year to prepare for the |oss of
the Planner 2 position. She relayed that the conm ssion was
very good at partnering. She assured the commttee she
would do her pest to fulfill the mandatory statutory
requirenments.

Co- Chair Neuman asked what positions were currently filled,
their duties, and their salaries.

MVs. Daniello relayed that currently there was an
adm ni strative assistant position responsible for the day-
to-day business activities of the conm ssion. She worked
with that person to develop financial projections. The
adm ni strative assistant was al so responsible for procuring
all travel, doing financial reports required for travel
procuring office supplies, answering phones, handling mail,
and ot her m scel | aneous duti es.

MVs. Daniello identified the second position at the
comm ssion, the Planner 1 position, funded by the Al aska
Mental Health Trust Authority using the trust's authorized
receipts. She furthered that Dbecause the position was
funded by the trust the person was responsible for focusing
on the needs of senior trust beneficiaries including ol der
people wth behavioral health needs, depression, nental
illness, and specifically Al zheinmer's disease and related
denentias. Additionally, there was a growi ng popul ation of
people with intellectual and devel opnental disabilities who
were aging as well as their caregivers.

Ms. Daniello noved on to describe the duties of the third
position in her office, the Planner 2 position. This
position was very inportant to the comm ssion conducting
day-to-day research and assenbling information to conpile
graphs and charts used in PowerPoint presentations,
reports, and position papers. The position also provided
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assistance to the executive director in devel oping needs
assessnment activities and provided different types of needs
analysis used to collect information from the public that
i nformed advocacy and the state plan for senior services.
The position also supported the executive director in
coordinating the state planned advisory commttee neetings
and provided support in developing the plan including the
goals, strategies, and performance neasures. The position
also helped wth organizing efforts for the commssion's
newsl etter and other responsibilities.

Ms. Daniello reviewed her own duties as the Executive
Director for the comm ssion. She oversaw all of the work of
the comm ssion including planning, advocacy, and education.
The position also prepared all of the  Power Poi nt
presentations, position papers, and formal correspondence
from the commssion to legislators, the governor, public
nmenbers, state agencies, and non-profit organizations. The
Executive Director was responsible for making sure the
state plan was devel oped according to the requirenents of
the U S. Adm nistration on Conmunity Living and nuch nore.
She relayed that she took direction from the conm ssion,
particularly the comm ssion chair.

9:46: 34 AM

Co- Chair Neuman asked about the sal ary schedul es.

Ms. Daniello deferred to M. Ziegenfuss to provide the
salary information.

JACQELLI ZI EGENFUSS, ADM NI STRATI VE OPERATI ONS MANAGER I I,
SENIOR DI SABILITIES SERVICES, DEPARTMENT OF HEALTH AND
SOCI AL SERVI CES, asked if she should provide the salaries
or the total costs including benefits.

Co- Chair Neuman asked for both.

Ms. Ziegenfuss reviewed the salary schedule. The Executive
Director was a range 23, at a salary of $112,000 per year

a benefits package of $56 thousand, for a total of
$169,441. The Administrative Assistant 2 position was a
range 14, at a salary of $58,296, a benefit package of
$37,835, for a total of $96,130. The Pl anner 2 position was
a range 19, at a salary of $68,801, a benefits package of
$41,623, for a total of $110,424. The Planner 1 position
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was a range 17, at a salary of $73,809, a benefits package
of $43,429, for a total of $117, 238.

Co- Chair Neunman asked that the information be provided in
witing. He thought the salaries were high and he would
like Ms. Curtis' input.

Representative Gara asked Ms. Daniello to el aborate on the
duties related to accessing $11 nillion in federal funding
that currently rested with one of the positions slated for
el i m nation.

Ms. Daniello responded that the funds were granted through
the O der Anericans Act to provide services for seniors.
Also, in Alaska Title 3 funds were available providing
nutrition, transportation, and support services. It was one
of the largest senior grant prograns the state had for
seniors. The program also include the National Famly
Car egi ver Support Program The anmount of federal funding
was over $5.8 million. Additionally, there was the
Nutrition Services Incentive Program which provided funding
used to purchase food for senior neals totaling $467, 080.
There was also Title 7 funding for elder protection for the
Adult Protective Services and the Ofice of the Long-Term
Care Onbudsman totaling $103,193. There was federal funding
for Title 6 progranms for tribal organizations in the anount
of $4.4 mllion. The funding went directly to the tribes
because of their direct relationship with the governnent
and the services mrrored services provided through Title 3
funding. The federal funding she spoke of totaled over $11
mllion.

9:51:40 AM

Representative Gara assuned that Departnment of Health and
Social Services had access to the funds. M. Daniello
answered that the noney did not come through the comm ssion
but rather through DHSS. The commission did the work in
partnership wth the Dvision of Senior and D sabilities
Services to satisfy certain requirenents ensuring the State
of Al aska received funding. She relayed that the DHSS was
the sole state agency on aging in Alaska. The
responsibilities were spelled out in the dder Americans
Act. The admnistration of federal and state funding for
senior programs went through the D vision of Senior and
Disabilities Services and they managed the funds rather
t han the comm ssion
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Representative Gara asked about the volunme of traffic
received through the commssion's office. M. Daniello
responded that the anobunt of calls the conm ssion received

was significant. She furthered that the office also
directed people to the Aging and Disability Center for
followup as well as talking with them Oten tines the

comm ssion received calls from care givers who were very
stressed out.

Representative WIlson wondered if the conmssion was
hel ping to bring federal funds to Al aska. She al so wondered
why a portion of the funding was not being reinvested into
the commssion. M. Daniello responded that there was a
small amount of noney that cane to the conm ssion

approxi mately $72 thousand. The rest of the funding for the
comm ssion canme fromthe General Fund with the exception of
the Mental Health Trust Authority Authorized Receipts
(MHTAAR) fund for the Planner 1 position.

Representative WIlson wanted to better wunderstand the
criterial for determning how nuch noney went to the
commi ssion. She nmentioned that she did not see $72 thousand
on the fiscal note.

9:55: 00 AM

Vi ce-Chair Saddl er nmentioned hearing about the possibility
of obtaining additional waivers. He wondered how the
operations of the commssion would change wth the
potential cuts being proposed. M. Daniello relayed that
the comm ssion had advocated to have waiver services
available to people with cognitive inpairnments who m ght
not neet the level of care requirenents. The comm ssion was
pleased with and had been actively involved in the
devel opmrent and educational efforts having to do wth
Medi caid 1915(i). The conm ssion would be staying involved
with the state plan options.

Representative Gattis drew attention to the conmm ssion only
receiving a small portion of the $11 mllion in federal
funding. She had heard Ms. Daniello discuss the conm ssion
working in tandem with the DHSS. She wondered why nore
nmoney did not flow directly to the comm ssion. Ms. Daniello
expl ai ned that the Conmmission on Aging worked in
partnership with the DHSS to satisfy the responsibilities
of a state wunit on aging. The responsibilities were
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described in the O der Americans Act in Section 3056ad. The
O der Anericans Act specified that the state unit on aging
was responsible for having fiduciary responsibilities
adm nistering the federal and state funding for senior
prograns and services, developing a state plan for senior
services, and serving as a visible advocate for elders. The
commi ssion also provided significant education. She spoke
of a series of educational foruns. She offered to send Co-
Chair Thonpson opi nions fromseniors on Medicaid reform

Co- Chai r Thonpson request ed t hat she provi de t he
information to his staff.

9: 59: 53 AM

Representative GQuttenberg asked if the planners on her
staff were also grant witers. He wondered if they were
witing grants that brought federal dollars to Al aska.

Ms. Daniello explained that the state plan for senior
services was the source of the draw down of federal noney.
By having that plan the state remained in conpliance with
the O der Anericans Act. The 4 year state plan was approved
by the DHSS, the governor, and the U S. Administration on
Community Living. There was an advisory council nostly
conprised of public nmenbers of senior age. The conmm ssion
wrote grant applications and enployees worked as a teamto
gather and conpile information. She cited an exanple where
her staff subnmitted an application to the Nationa
Al zheinmer's Association for funding to include the
percei ved cognitive inpairnment nodel in the behavioral risk
factor surveillance survey to gather information about
people with cognitive inpairnent. She nentioned the state
never before having the opportunity to receive certain
information from Alaskans directly. She relayed that the
comm ssion's plan for the followng year was to work with a
couple of funders to include a nodule that would |ook at
the needs of famly care givers.

Representative Quttenberg asked whether the ability to
mai ntain federal funding was in jeopardy with the |oss of
two positions being cut. M. Daniello was uncertain. She
rel ayed that the commission would do its best to develop a
4 year state plan and to be an active and physical activist
for el ders.

Co- Chair Thonpson invited Ms. Curtis to the table.
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10: 03: 33 AM

KRIS CURTIS, LEGQ SLATIVE AUDI TOR, ALASKA DIVISION OF
LEQ SLATIVE AUDIT, reported that the division did a sunset
review of the Comm ssion on aging. They |ooked at whether
the conm ssion should be extended and whether they were
serving the public's interest. Overall, the audit concl uded
that the Alaska Comm ssion on Aging (conmm ssion) was
serving the public's interest by helping older Al askans

lead dignified, independent, and wuseful [|ives through
advocacy, out r each, and education. Furt her nore, t he
comm ssion served as the advisory council to advise on

matters on the devel opnent, adm nistration, and operations
related to the state plan. The comm ssion nmet the federa
requirenment that each state establish an advisory counci
to advise the state on aging matters. The division
recommend the maxi num extension in statute of 8 years to
June 30, 2024.

Ms. Curtis relayed that there were two recomendations
resulting from the audit. The first was for the executive
di rector to i npl enent and foll ow public notice
requi renents. There had been sone neetings that were not
public noticed as required. The second recommendation was
to the chair person to review and approve the |egislation
wat ch list pri or to di stri bution. The conmmi ssi on
periodically held teleconferences to gather public input
and discuss legislation affecting seniors. She explained
that to facilitate the feedback the conm ssion published
watch lists of bills relevant to senior matters. Wen the
auditors |looked at the watch lists they found |egislation
that was not applicable to their duties. The auditors
recommended that in order to efficiently wuse the
commi ssion's resources that they limt the watch lists to
only bills affecting seniors.

10: 05:19 AM

Representative WIson asked if a consideration of the
nunber of staff was part of the audit process. M. Curtis
was asked by the Senate Finance Commttee her opinion about
whet her the comm ssion's staff could do its job and neet
responsibilities without jeopardizing federal funding wth
the loss of a position. She answered that the auditors did
not explicitly enter into a sunset review |ooking at
whet her the |evel of positions was adequate or whether they
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were conpensated appropriately. There were upwards of 200
boards and comm ssions. The Commi ssion on Aging was given a
hi gher level of scrutiny because it was up for sunset in
the current year. She suggested that it could be tinme for a
legislative audit of all boards and comm ssions. She
reported that the Senate Finance Conmmttee seened to be
interested in her suggestion. A simlar audit was conducted
in 1992. At the tinme there was a governor's council on
boards and conm ssions that did a holistic review and
suggested nerging sonme boards and providing different
conpensation. She was aware there was interest and thought
it mght be a good time for such an audit. However, what
she stated specifically related to the Comm ssion on Aging
was that the auditors did not believe that a loss of a
position would inpact its ability to produce a state plan,
key to maintaining federal funding.

Co-Chair Thonpson clarified that in the fiscal note it
indicated that in 2018 a second position would be lost. He
wondered if that |oss would have any affect. M. Curtis
answered that undeniably when positions were cut services
were cut as well. In talking wwth the staff that conducted
the audit they believed there would be a reduction in
services provided. It would come down to prioritization of
services. She thought the state plan would be a top
priority. She was unsure whether the quality of the plan
woul d be conprom sed. She thought the level of work wth
| ess workforce would be nmuch nore difficult. It was hard to
say if the level of work would lead to obtaining federa
funding. The judgenment would have to be made in 2 years.
The auditors thought the comm ssion could absorb a cut but
woul d likely result in reduced services.

Representative WIson asked about the anount of federal
funding the commi ssion received versus the goals of the
commi ssion. She wondered if the auditors ever weighed in on
whet her the DHSS should provide nmore funding. M. Curtis
replied that the auditors did not scrutinize the
comm ssion's funding nechani snms. She thought that obtaining
additional federal funding would depend on its activities
in the current year. The audit and background naterial laid
out informati on about the federal program and the
commssion's role in coordination with the departnent. It
was a joint process but the progranms thenselves were
adm nistered by the Division of Senior and Disabilities
Services. They had the federal and state prograns that
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served seniors. The conmi ssion was the planning entity. The
appropriate funding would be left up to the departnent.

10: 09: 42 AM

Representative Pruitt asked about the second recommendati on
from the auditors. He understood the concern was that the
conmm ssion would not want the issue to becone politicized.
He asked if there had been followup in order to ensure the
commi ssion was staying within the scope of senior services
when tracking legislation. M. Curtis answered that once
the audit was released there was no nechanism for the
auditors to go back in. There was no type of review or
evi dence to support any changes.

Representative Pruitt asked if M. Curtis was satisfied
with the responses from the comm ssion. Ms. Curtis relayed
that the <conmission as well as the departnent were
receptive and responsive to the audit. She was satisfied
with the audit.

Representative QGuttenberg referred to the letter from the
commi ssion in response to the audit recomendations. The
comm ssion concurred wth the audit findings and was
addressing them He was aware the conmm ssion was
responsi ble for developing a state plan, but wondered who
was responsible for inplenenting it. M. Curtis responded
that much of the plan was inplenented by the departnent.
However, the comm ssion was responsible for outreach and
education which was part of the plan.

Representative CQuttenberg asked if the commission staff
oversaw the departnent to make sure it conplied wth the
plan. Ms. Curtis responded that one of the functions of the
commi ssion was to receive feedback from the people served.
She thought the conmm ssion was well aware of the degree to
whi ch services were provided. She thought it was a nore
i ndi rect absorption of information rather t hat t he
conmi ssi on over seei ng as a hi er ar chi cal type of
relationship within the departnment.

Representative Cuttenberg was trying to better understand
the relationship between the conm ssion and the departnent
and whether it was scrutinized as part of the audit. M.
Curtis reported conducting a survey of stakeholders to
understand the degree to which the conmission was
successful. The survey responses and questions were in the
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back of the state plan. In general, the feedback on the
commi ssion was very positive. The plan was redone every 4
years. The degree to which the plan was successful would be
reeval uat ed when devel opi ng the next goals. She thought the
executive director of the Comm ssion on Aging would be a
better person to answer his question. In response to the
guestion about the recomendations provided by the
auditors, every tine the auditors did a sunset review they
famliarized t hensel ves wth t he previ ous report

recommendations. In the introduction paragraph to the
findings and reconmmendations the auditors always addressed
the prior sunset audit recomendations. |In the sunsets

audits there was a nechanism to cone back in a certain
anmount of tine.

10: 15: 25 AM

Representative GQuttenberg understood requesting feedback
and getting feedback. As far as inplenenting the plan and
its success, he wondered if she had | ooked at any feedback
from the f eder al gover nient on how the state's
i npl enent ati on.

Ms. Curtis responded that the auditors did not contact the
f eder al over si ght agency to inquire about their
sati sfaction.

Co- Chair Thonpson OPENED public testinony.

10: 16: 44 AM

MARI E DARLI N, AARP, JUNEAU, indicated that AARP frequently
worked with the Commssion on Aging. The organization
represented the aging population and encouraged younger
people to join also because they would becone part of that
popul ation in the future. She was also a nenber of the
commi ssion for several years. She told of the comm ssion's
previous audit which she opined had good results. The
recomendations that were nmade at the tinme were all
addressed by the comm ssion. She was also the chairmn of
the legislative commttee for the Comm ssion on Aging and
affirmed that as advocates they watched I|egislation. The
commission had a watch |ist containing all of the
| egislation introduced relating to the aging population in
what ever way. There m ght have been a couple of pieces of
| egislation on the list that could not be tied to the topic
of the aging. The conm ssion had taken neasures to rectify
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the list. The watch I|ist was signed off by both the
chairman of the comm ssion and herself. She believed the
concerns resulting from the audit had been addressed. In
di scussing a reduction in staff, she comented that once
the 4 year plan was put together, then it was up to the
comm ssion to ook at the inplenentation of the plan and be
able to report and keep track of it. She reported that the
conmi ssion consisted of 11 nmenbers. She enphasized that the
conm ssion made very sure that it represented the entire
State of Alaska from the smaller communities to the urban
communities. Wen it came to |ooking at |egislation and
other issues the comm ssion nade sure to have the input
from different areas of the state about where it should
place its energies and focus. The comm ssion hopefully
represented all of the issues and concerns from throughout
t he state.

10: 22: 02 AM

Co- Chair Thonpson CLOSED public testinony.

Co-Chair Thonpson indicated he would be setting SB 124
asi de.

SB 124 was HEARD and HELD in commttee for further
consi derati on.

Vi ce-Chair Saddl er comended the board for its good work
and thanked the bill sponsor.

Co- Chair Thonpson indicated that the balance of the agenda
woul d be reschedul ed for another tine.

#
ADJ OURNIVENT

10: 23: 19 AM

The neeting was adjourned at 10:46 a.m
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