SENATE FI NANCE COWM TTEE
April 16, 2015
2:55 p.m

2:55: 27 PM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 2:55 p.m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co-Chair
Senator Pete Kelly, Co-Chair
Senator Peter M cciche, Vice-Chair
Senator Cick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny O son

VEMBERS ABSENT

None

ALSO PRESENT

Fred Parady, Deputy Conm ssioner, Departnent of Comrerce,
Communi ty, and Econom c Devel opnent; Gene Therriault,
Deputy Director, Statewide Energy Policy Devel opnent,
Al aska Energy Authority, Department of Conmerce, Comrunity
and Econom c Devel opnent; Ted Leonard, Director Eneritus,
Al aska I ndustrial Devel opnment and Export Authority (Al DEA),
Anchor age.

PRESENT VI A TELECONFERENCE

Jonmo Stewart, Fairbanks Econom c Devel opnent Corporation,

Fai rbanks; Panela Throop, Self, Fairbanks; Roger Burggraf,

Self, Fairbanks; Merrick Peirce, Self, Fairbanks; Gary
Hennigh, City Manager, King Cove; Lisa Herbert, D rector,

G eater Fairbanks Chanmber of Commerce, Fairbanks; Jim
Dodson, Fai r banks Econom c Devel opnent Cor por at i on,

Fai r banks; Luke  Hopki ns, Mayor , Fai r banks Nor t hst ar

Bor ough, Fairbanks; Andre LaRue, Self, Juneau.



SUMVARY

SB 9 ELECTI ON PAMPHLETS
SB 9 was REPORTED out of conmttee with a "do
pass" recommendation and wth one previously
publ i shed zero fiscal note: FN1 (GOV).

SB 50 Al DEA: BONDS; PROGRAMS; LOANS; LNG PRQJECT

SB 50 was HEARD and HELD in commttee for further
consi derati on.

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

HB 105 was HEARD and HELD in conmmttee for
further consideration.

CSHB 176( FI N)
REPEAL ST EMPL WAGE RAI SE; LEG S EMPL BENE

HB 176 was SCHEDULED but not HEARD

#sb9
SENATE BILL NO. 9

"An Act repealing the authority to include certain
material from a political party in the election
panphl et . "

2:56: 11 PM

Vice-Chair Mcciche summarized that the bill would purify
the el ection process at the ball ot box.

Co-Chair MacKinnon noted that public testinony had been
hel d during the 9am neeting on April 16, 2015.

Vice-Chair Mcciche discussed the zero fiscal note.

2:57:16 PM

Vice-Chair Mcciche MOVED to report SB 9 out of Committee
wi th individual recomendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.
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SB 9 was REPORTED out of conmttee with a "do pass"”
recommendation and wth one previously published zero
fiscal note: FN1 (GOV).

2:57: 34 PM
AT EASE

3:03:18 PM
RECONVENED

#sb50
#hb105
SENATE BI LL NO. 50

"An Act relating to the programs 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."

CS FOR HOUSE BILL NO. 105(FI N

"An Act relating to the prograns and bonds of the
Al aska Industrial Devel opnent and Export Authority;
relating to the Al aska Industrial Developnent and
Export Authority sustainable energy transm ssion and
suppl y devel opnent f und; requiring the Al aska
| ndustrial Devel opment and Export Authority to deliver
to the legislature reports relating to the Interior
ener gy proj ect ; relating to t he fi nanci ng
aut hori zati on t hr ough t he Al aska | ndustri al
Devel opnent and Export Authority of a |liquefied
natural gas production plant and natural gas energy
projects and distribution systens in the state;
anmendi ng and repealing bond authorizations granted to
t he Al aska | ndustri al Devel opnent and Expor t
Aut hori ty; aut hori zi ng t he Al aska | ndustri al
Devel opnent and Export Authority to issue bonds to
finance the infrastructure and construction costs of
t he Sweet heart Lake hydroelectric project; authorizing
the Al aska Industrial Devel opment and Export Authority
to issue bonds to finance the infrastructure and
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construction costs of rebuilding transm ssion between
t he Hope substati on and Por t age, rebui | di ng
transm ssi on between Powerline Pass to Indian, and the
Ekl utna hydroelectric transm ssion system upgrade
project; relating to |egislative approval for |oans
from the power project fund to the Cty of King Cove;
and providing for an effective date.”

3:03: 36 PM

FRED PARADY, DEPUTY COW SSI ONER, DEPARTMENT OF COMVERCE
COVMUNI TY, AND ECONOM C DEVELOPMENT, drew attention to the
presentation, "lInterior Energy Project.

3:05:15 PM

M. Parady referred to Slide 2, "IEP: Goals Under SB23":

e Supply natural gas to Interior Al aska:
-At the | owest cost possible
-As many Al aska custoners as possible
-As soon as possible
* |EP investnents conplinent eventual sources of gas
supply froma natural gas pipe line

e Lower PM2.5 in nonattainnent areas of Interior

3:06:16 PM

M. Parady spoke to Slide 3, "IEP: Overview

e Meet the goals set by the legislature to supply
affordabl e energy to Interior Al aska

e Project is conmplex, which is why the legislature
t ook action

* Now evaluating infrastructure to deliver natural gas
from any source, including Cook Inlet

« AIDEA financing the buil dout of nat ur al gas
di stribution in Fairbanks and North Pol e

3:06: 27 PM

M. Parady noved to Slide 4, "IEP. HB 105/ SB 50":

« HB 105 / SB 50 gives AIDEA flexibility to use SB 23
financing tools with a non-North Slope |iquefaction
| ocati on
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-Current version of HB 105 also authorizes
financing propane and snall dianmeter pipeline
(under 12" dianeter) projects to neet the goals
of the IEP

-Current version of SB 50 authorizes financing
smal | di ameter pipeline

3:06: 37 PM

Senator Dunl eavy queried the geographic boundaries of the
| egi sl ati on.

GENE THERRI AULT, DEPUTY DI RECTOR, STATEW DE ENERGY POLICY
DEVEL OPMVENT, ALASKA ENERGY  AUTHORI TY, DEPARTIVENT OF
COVWERCE, COVMUNITY AND ECONOM C DEVELOPMENT, expl ained
that the termnology "interior energy project” had been
sel ected by the previous adm nistration, realizing that the
core demand within the Fairbanks Northstar Borough was the
demand t hat woul d justify t he bui | di ng of t he
i nfrastructure. However, once delivery to serve that
geographic was achieved, the product would also be
avai l able to figure out the economics of delivering it down
the road system to Delta, Northway, and Tok. He relayed
that there were storage credits on the books that would be
available to the smaller comunities. He stated that there
had never been a firmdefinition of "interior" rather there
had been an expectation that the product would be nmade
available in as | arge a geographic area as possible.

3:07:55 PM

Co- Chair MacKi nnon asked whether the governor understood
the "stage gate" approach to interior energy, and that the
boundari es were outside of the Fairbanks area.

M. Therriault believed so. He stated that they had had
di scussions naming the interior as the primary narket. He
added that once infrastructure was in place that was
produci ng the product, secondary markets could be served

He wunderstood that the economics of the snaller nmarkets
could be a chall enging but not inpossible.

3:08: 54 PM

Senator Dunl eavy reasserted his question pertaining to the
boundary.

Senat e Fi nance Comm ttee 5 04/ 16/ 15 2:55 P. M



M. Therriault replied that the focus of the project would
be the Fairbanks/ North Pol e area.

3:10: 01 PM

M. Parady returned to Slide 4.

3:10: 39 PM

M. Parady presented Slide 5, "North Slope Project Mp,"
whi ch displayed a schematic map of the project authorized
under SB 23 in 2013.

3:11: 33 PM

M. Parady discussed Slide 6, "Cook Inlet Project Mp,"
which was a schematic map that illustrated the Cook Inlet
proj ect authorized in HB 105/ SB 50.

3:11: 52 PM

M. Parady noved to slide 7, "Cook Intlet, North Slope, and
other Alternatives":

Cook I nl et

Natural Gas Supply - Supply still uncertain but
i ndi cations are positive

LNG Plan Costs - Cheaper to construct and operate,
"off the shelf"

Trucking/Rail - Lower trucking costs, large trailer
potential rail option

Storage and distribution - Nor significant change in

desi gn and costs

Nort h Sl ope

Natural Gas Supply - Abundant supply at [|ow cost,
exi sting contracts in place

LNG Pl an Costs - Expensive to design and construct for
North Sl ope conditions

Trucki ng/ Rai | - Trucking 1is nore expensive but
feasi bl e
Storage and distribution - No significant change in

desi gn and costs

O her
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Natural Gas Supply - Propane: Canada (HB 105 only)
Pi pel i ne: Cook Inlet

LNG Pl an Costs - Propane: No pl ant

Pi peline: No pl ant

Trucking/ Rail - Propane: Marine, rail, trucking

Pi pel i ne: None

Storage and distribution - Propane: Redesign storage
and regas

Pi pel ine: Less storage

3:13:39 PM

M. Parady showed Slide 8, "North Slope LNG Project,"” which
illustrated the supply chain laid out in SB 23:

1. Two Existing Gas Supply Agreenents wth North Sl ope
Producers

2. 3rd Party LNG Devel oper

3. Private Trucking Contractors

4. Interior Gas Uility - Fairbanks Natural Gas -
Gol den Vall ey Electric Association.

He shared that the North Slope LNG Project supply chain had
been well vetted and had provided Al aska |Industrial
Devel opnent and Export Authority (AIDEA) and the Interior
Uilities with estimated costs. He furthered that the LNG
costs for a North Slope project under the Concession
Agreerment was too high and that Alternative North Slope LNG
production projects would be consi dered.

3:14:48 PM

M. Parady noved to slide 9, "Cook Inlet LNG Alternative,"
and commented that the project was simlarly structured to
the project on the previous slide. He noted the supply
chai n:

Gas Supply Agreenent with Cook Inlet Producer(s)

3rd Part LNG Devel oper

Private Trucking Contracts or Al aska Railroad
Interior Gas Utility - Fairbanks Natural Gas -
Gol den Vall ey Electric Association

PwObPE

He stated that the allowance of the alternative, in
addition to the North Slope supply chain authorized in
2013, was the purpose of HB 105/ SB 50's | EP changes.
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3:15:13 PM

Senat or Dunl eavy surm sed that the nobst cost effective way
to nove gas would be in a straight line, in a pipe. He
asked whether a small pipeline was the intention.

M. Parady related that the gas pipeline option was the
nost el egant solution, but involved the |ongest permtting
timeline and |argest wupfront capital. He added that the
life expectancy of the project should be considered.

3:16: 23 PM

Co-Chair MacKinnon referred to slide 8. She asked how nuch
it had cost to vet the North Sl ope Project.

M. Parady stated that expenditures from the capita
appropriation on the North Slope option totaled $12.4
mllion. He explained that there had been $1.3 mllion in
direct plant cost legal financial work; $5.7 nmillion for
construction and permtting; $5 mllion for pl an
engi neering and desi gn, and $330, 000 in st orage
di stribution and conversion work. He furthered that mnuch of
noney was applicable to the project as it flipped, and sone
of the nobney was contained in the value of the pad, which
could be disposed of as an asset at the appropriate tine
that a North Sl ope option was set aside.

3:17:31 PM

Co- Chair MacKi nnon asked whether the City of Fairbanks or
Al DEA wal ked away from the concession agreenent.

M. Parady replied that it could be argued that MM
Anericas had wal ked away due to continually shifting terns
during the diligence process. He stated that, ultimately,
the AIDEA board had decided that the Concession Agreenent
was not being nmet and chose not to extend its deadli ne.

Co- Chair MacKi nnon asked what the unacceptable gate price
rate had been.

M. Parady thought that the rate was $13 or $14.

3:18: 24 PM
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Co-Chair Kelly asked for a breakdown of MAH Anericas role
in the process. He

M. Parady deferred the question to Al DEA

3:20:10 PM

M. Parady related that Al DEA would encourage and eval uate
all proposals to achieve the goals of the IEP as the
process noved forward. He presented Slide 10, "Project

Executi on Pl an":

o Natural Gas suppl y: Facilitate commer ci a
di scussi ons between producers and utilities

o Liquefaction: Conpetitive solicitation to select
private partner to devel op LNG capacity

o Transportation: Private t rucki ng, Al aska
rail road, snmall dianeter pipeline, propane
o Storage, Regasi ficati on, and Di stribution:

Bui | dout of system continues Sumrer 2015

3:21: 05 PM

M. Parady turned to Slide 11, "IEP Summary":

o The goals remain as established by SB23
o HB 105 / SB 50 authorizes the tool kit to best
achi eve goals of |EP
o Market driven process
-Acconplishing IEP goals requires adaptation
to current market and operating realities

3:21: 30 PM

TED  LEONARD, DI RECTOR EVERI TUS, ALASKA | NDUSTRI AL
DEVELOPMENT AND EXPORT AUTHORITY (Al DEA), ANCHORAGE
addressed referred to Co-Chair Kelly's earlier question. He
stated that there were several factors in the Concession
Agreenent that needed to be net, such as: having all of the
project criteria conpleted by Decenber 31, MW Anericas
needed to have take-off agreenents fromthe utilities, and
a fully vetted price needed to be established. He opined
that the conditions had not been net, and there had been
additional costs, but that the issues were due to tine
constraints.

3:23:10 PM
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M. Therriault spoke to the sectional analysis for CSSB
50(RES), version N

Section 1: Adds intent |anguage to the uncodified |aw
of Alaska detailing that the geographic flexibility
provided in Section 3 of this act is only to apply to
the AIDEA financing tools for the Interior Energy
Project previously authorized by ch. 26, SLA 2013 and
is not intended to expand the scope of the project.
Adds intent that AIDEA use an open and conpetitive
process to select private entities to participate in
the Interior Energy Project.

Section 2: Amends the definition of “qualified energy
devel opnent” that qualifies for SETS financing to
i ncl ude consideration of propane and possible delivery
of natural gas to Interior Alaska via pipeline no
| arger than 12 inches in dianeter.

Section 3: Changes the uncodified law [11(a), ch. 26,

SLA 2013] that deals with the Interior Energy Project
(IEP). Deletes the phrase “on the North Sl ope” and
changes it to “in the state that will provide natura

gas to Interior Alaska” so that natural gas can be
sourced anywhere in the state. The section also
clarifies that existing IEP financing can be used to
support nore than one natural gas distribution system
in Interior Al aska.

Section 4. Requires AIDEA to provide quarterly reports
to the Legislature on the status of the Interior
Energy Project that contains:
1. a description of project progress;
2. an update on distribution system status
3. information on the conversions to natural gas
4. an accounting on the use and expected use of
f unds.

Requires AIDEA to provide a brief on the Interior
Energy Project to the LB&A Conmittee

3:27:32 PM

Senator Dunl eavy queried the issues behind the limtations
of the dianeter of the pipe.

3:28: 02 PM
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Vice-Chair Mcciche responded that one of the stopping
points of simlar projects in the past had been the fear of
conpeting with the North Slope Project; AKLNG or ASAP
lines. He said that the |anguage clarified that the project
was not intended to replace those projects, but was sinply
for supply to Fairbanks.

3:28: 29 PM

M. Therriault concluded the sectional analysis:

Section 5: Sunsets the reporting and  Dbriefing
requi renents of Sec. 4 on June 30, 2025.

Section 6: Provides an i medi ate effective date.

Co- Chair MacKi nnon explained that public testinmony for HB
105 and SB 50 would occur sinultaneously. She said that if
the bill were to nove, the house bill would be the vehicle;
the contents of the final bill could come from HB 105, SB
50, and any anendnents offered by the commttee.

3:29:51 PM
AT EASE

3:30:19 PM
RECONVENED

Co- Chair MacKi nnon introduced the |egislation.
M. Therriault discussed the sectional analysis:

Section 1. adds intent |anguage to clarify that the
financial tools discussed in Section 10 are only for
the benefit of the Interior Energy Project described
in Section 10.

M. Therriault noted that the intent |anguage in HB 105 was
simlar to the |anguage in SB 50.

Section 2: increases the |imt wunder AS 44.88.095(c)
from $6 nmllion to $10 mllion. AS 44.88.095(c)
requires AIDEA to receive a certified copy of a
resolution of the municipality or from the Regional
Resource Advisory Council (in the Unorgani zed Borough)
consenting to the location of a project if AIDEAis to
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i ssue bonds exceeding $6,000,000. AlIDEA reconmends
that this cap be increased to $10,000,000 to better
reflect the true costs of projects in 2015.

M. Therriault explained that several of the sections
detailed statues that had been updated for changes due to
i nflation.

Section 3: increases the |imt wunder AS 44.88.095(Q)
from $10 mllion to $25 mllion. AS 44.88.095(9)
requires that AIDEA receive |legislative approval to
i ssue bonds in amounts over $10 million to finance a
devel opnent project. The current bond limtations have
| essened AIDEA's ability to utilize bonding as a tool
in funding small to mid-size projects due to the tine
it takes to get authorization fromthe Legislature and
to go through the comunity authorization process.
Additionally, AIDEA is reconmending the dollar anount
of bond limtations be the same as the dollar anount
limt on loan participations AS 44.88.155(d)(1) since
| oan participations my be funded through bond
i ssuances.

Section 4: changes the loan participation limt under
AS 44.88.155(d)(1) to $25 million (current limt - $20

mllion), and $25 nillion (current limt - $20
mllion) for a loan participation for a qualified
energy project wthout the necessity of obtaining
prior legislative approval. Increasing the |linmts

woul d allow AIDEA to provide nore of the financing for
a large commercial project and a qualified energy
project and provide better financing terns for those
proj ects.

Co-Chair MacKi nnon asked when t he SETS Fund was
est abl i shed.

M. Therriault thought that the fund was established in
2011.

Section 5: adds an exception to AIDEA's ability to
enter into projects that involve a |ease.

Section 6: requires |egislative approval before AlDEA
may enter into a gas supply contract with a natural
gas producer in order to supply natural gas to
Interior utilities unless the gas contract is for a

Senat e Fi nance Comm ttee 12 04/ 16/ 15 2:55 P. M



natural gas |iquefaction plant or distribution system
that is owned by the Authority or a subsidiary of the
Aut hority.

Section 7: prohibits AIDEA from using the SETS fund to
purchase natural gas reserves or a gas l|lease or a
wor ki ng interest owner of a natural gas |ease.

M. Therri aul t acknow edged concerns t hat Al DEA
occasionally used its Enterprise Fund to invest in oil and
gas infrastructure and in doing so would take as coll ateral
for the loan an ownership in the potential production of
oil and gas out of the facilities. He said that work had
been done to add the restriction in Section 7, wthout
upsetting any ongoing AlIDEA interaction of funding oil and
gas infrastructure.

Section 8: anmends the definition of “qualified energy
devel opment” that qualifies for SETS financing to
i ncl ude consi deration of propane and possible delivery
of natural gas to Interior Alaska via pipeline no
| arger than 12 inches in dianeter.

Section 9: refreshes a previ ous Al DEA  bond
authorization for a bulk comodity handling facility
in Cook Inlet. The language requires the facility to
be | ocated at Poi nt MacKenzi e.

3:39:48 PM

Vice-Chair Mcciche asked for the primary reason that new
| egislation had to be drafted in order for the project to
conti nue.

M. Therriault replied that the primary reason could be
found in Section 10 of the legislation; the renoval of the
words, "on the North Sl ope."

Vice-Chair Mcciche asserted that parochialism was creeping
back into the bill. He opined that qualifiers were being
added to the legislation that would limt the ability to
provi de inexpensive natural gas to people in the Interior
and Fai r banks.

M. Therriault stated that as the bill noved through the

commttee process in both bodies, the | anguage had evol ved.
He said that the language had not been in the
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adm nistration's original bill. He said that iif the
refreshed authorization went into the final bill, it would
not be attached to the I EP project.

3:42: 59 PM

M. Therriault returned to the sectional analysis:

Section 10: changes the uncodified law [11(a), ch. 26
SLA 2013] that deals with the Interior Energy Project
(IEP). Deletes the phrase “on the North Sl ope” and
changes it to “in the state that will provide natura
gas to Interior Alaska” so that natural gas can be
sourced anywhere in the state. The section also
clarifies that existing IEP financing can be used to
support nore than one natural gas distribution system
in Interior Alaska. Requires the AIDEA Board to
approve a project plan by resolution that includes the
following items before SETS financing tools can
continue to be used for the IEP

1. An identified source of natural gas or propane

2. An estimated cost of the project

3. An estimated price for the resource delivered

to Interior Alaska utilities

Section 11: reduces a previ ous Al DEA bond
authorization at the Anchorage International Airport
from $85, 000, 000 to $28, 000, 000.

Section 12: repeals legislative bond authorizations
(1994 through 2006) under 44.88.095(g) for potential
projects that were determined not to be feasible or
did not nove forward for other reasons. The repeal of
t hese authorizations would be beneficial to AIDEA s
bond rating as AIDEA noves forward to utilize its
bondi ng capacity for future projects. Authorizations
to be repeal ed incl ude:

1. $50,000,000 for construction of processing

facility for seafood (ASI) - 1993 authorization.

2. $20,000,000 to assist in construction of

Kodi ak | aunch conpl ex facilities 1995

aut hori zati on.

3. $80,000,000 to fund expansion at Red Dog port

— 1998 aut hori zati on.

4. $30,000,000 to finance inprovenent at None

port facility — 1998 authori zati on.
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5. $25,000,000 to finance devel opnent at Hatcher
Pass located in Matanuska-Susitna Borough -
amended 2006 aut hori zati on.

6. $20,000,000 to finance construction of port
facilities on Lynn Canal — 2004 authorization

Section 13: places a sunset of June 30, 2019 on the
bul k commodity handling facility bonding authorization
contained in Section 9.

Section 14: authorizes AIDEA to issue bonds to finance
infrastructure and construction cost of the Sweetheart
Lake hydroelectric project not to exceed $120, 000, 000
if a project financing application is submtted that
neets the Authorities due diligence standards and
i nvestnment criteria.

3:45:23 PM

Co- Chair MacKi nnon asked where Sweetheart Lake was | ocat ed.
M. Therriault related that it was just due south of
Juneau.

3:45:53 PM

M. Therriault continued with the sectional analysis:

Section 15: authorizes AIDEA to issue bonds to finance
Rai | belt electric transm ssion upgrades between Hope
substation and Portage, between Powerline Pass and
Indian and to the Eklutna hydroelectric system The
total bonding authorization for the Hope/ Portage and
Powerline Pass/Indian inprovenents nmay not exceed
$107, 100, 000. The total authorization for the Eklutna
system may not exceed $20, 400, 000.

Section 16: authorizes the Al aska Energy Authority to
enter into a loan from the Power Project Fund for up
to $3,000,000 for the King Cove Wiaterfall Creek
hydroel ectric pr oj ect i f a pr oj ect fi nanci ng
application is submtted that nmeets AEA's due
diligence standards and i nvestnent criteria.

3:46: 53 PM

Co- Chair MacKi nnon asked how high the priority ranked on
t he renewabl e energy i st.
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M. Therriault said he would provide the information at a
| at er date.

3:47:17 PM

M. Therriault returned to the sectional analysis:

Section 17: requires AIDEA to submt a quarterly
report on the status of the Interior Energy Project.
Also instructs AIDEA to provide briefings to the
Legi sl ati ve Budget and Audit Conmittee when request ed.

Section 18: places a sunset of June 30, 2019 on the
Sweet heart Lake, Railbelt transm ssion and Waterfall
Creek bond authorizations contained in Sections 14, 15
and 16.

Section 19: places a sunset of June 30, 2020 on the
reporting requirenents contained in Section 17.

Section 20: provides an imediate effective date on
t he | egislation.

3:48: 09 PM

Vice-Chair Mcciche asked for the total general fund
dol | ars expended through the capital budget for the current
year.

Co- Chair MacKi nnon specified that it was $113 million.

Vice-Chair Mcciche contended that in order to get the
votes needed to nove the bill out of the house, $224
mllion in projects had been added to the legislation. He
hoped that the conmttee could work to craft |egislation
that would help residents in the Interior, wthout
scattering the focus around the state to, "collect votes."

3:49: 23 PM

Co-Chair Kelly asserted that there was not $224 nillion in
extra projects in the bill. He pointed out that the bil

had a zero fiscal note, and said that was because the
projects would have to go through due diligence and woul d
not get funded if they were not good projects. He stated
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that it was possible that none of the projects would see
fruition.

3:50: 48 PM

Senator Hoffman stated that he was trying to reconcile the
di fferences between the reporting requirenment sunset dates
in the two bills.

M. Therriault explained that the other body had proposed
that 5 years was adequate, but that the chair of Senate
Resources had felt that a longer period of time would be
better. He said that either date, or sonething in-between,
woul d be accept abl e.

3:51:56 PM

Co- Chair MacKinnon noted that in Section 12, there were
projects listed from Kodi ak, Red Dog, None, Hatchers Pass
(Mat Su), and Lynn Canal .

3:52:32 PM

Vice-Chair Mcciche said that he was focused on providing
| ower cost energy to the Interior. He proposed that all
proj ects be evaluated with caution.

3:53: 04 PM

M. Therriaul t pointed out that in the Governor's
transmttal letter, there was a breakdown of all of the
projects that were being repeal ed.

3:53: 22 PM

Senat or Dunl eavy thought that the sanme information had been
witten into SB 50.

3:53:41 PM

Co- Chair MacKi nnon stated that she wanted to simultaneously
take public testinony for SB 50 and HB 105.

3:54:19 PM

Co- Chair MacKi nnon OPENED public testinony for SB 50 and HB
105.
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3:54: 34 PM
AT EASE

3:55:14 PM
RECONVENED

JOMD STEWART, FAI RBANKS ECONOM C DEVELOPMENT CORPORATI ON,
FAI RBANKS (via teleconference), testified in support of HB
105 and SB 50. He hoped that the project would address
clean air and energy problens in Fairbanks, and that the
project could be replicable for other communities in the
state. He discussed turning Alaska's gas into a novable
coormodity. He said that in planning the project, a
replicable funding nodel was sought. He idealized that the
success of the project would serve as a path for other c
communities to foll ow

3:58:32 PM

PAMELA  THROOP, SELF, FAI RBANKS (via teleconference),
testified in support of SB 50 and HB 105. She thought that
it was inperative that the citizens of the Fairbanks area
receive immediate relief and that this was a pivotal tine
in the city's history that would determne whether it
thrived or died. She thought that the bill would give Al DEA
the latitude to do research that would reveal the best
alternatives for affordable energy for the area. She shared
that she favored propane. She did not think that I|iquefied
natural gas was a viable option.

4:02: 06 PM

ROGER BURGGRAF, SELF, FAI RBANKS (via teleconference),
testified in support of SB 50 and HB 105. He expressed
concern for the air quality in Fairbanks and the Interior,
as well as the need for affordable energy in the area. He
referred to the decreasing population in Fairbanks and
attributed it to high energy costs. He stressed the need
for affordable fuel in rural communities. He hoped that the
| egislature and the administration could work together on
t he issue.

4:05:25 PM

MERRI CK  PEI RCE, SELF, FAI RBANKS (via teleconference),
testified in support of SB 50 and HB 105. He believed that
HB 105 would allow the greatest nunber of options to
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i nclude an evaluation of propane and a snall gas pipeline.
He noted that propane had great potential benefit for rural
Al aska. He felt that SB 23 had been too limting. He said
that due to the lack of affordable clean energy, the air
quality in the Interior was terrible, putting |ives at
stake. He thought that the econony in the Interior would be
bol stered through the | egislation.

4:07:44 PM

GARY HENNI GH, CI TY MANAGER, KING COVE (via tel econference),
testified in support (??) of SB 50 and HB 105. He said the
Cty of King Cove was the nost prolific, single site,
renewabl e energy community in Alaska. He related that King
Cove successfully utilizes a hydroelectric facility and was
in the process of <constructing a second hydroelectric
facility. He said the Waterfall Creek project was currently
one of the top ranked projects on the renewabl e energy fund
list. He said that when the grant noney for Waterfall Creek

was added to the |oan noney still needed, the project would
be over $5 mllion; which was why the project was in the
bill. He stated that with the conpletion of the second

project, 80 percent of the annual power in King Cove would
come from renewable energy. He relayed that King Cove had
the | owest PCE cost in rural Al aska.

4:10: 22 PM

Co-Chair MacKi nnon asked about the <cost of the first
project in renewable energy in King Cove, and how much the
state contri but ed.

M. Hennigh relayed that the first project, in 1994, cost
approximately $6 nmllion and was 35 percent funded by the
state. He added that the city contribute 40 percent of the
cost and the rest cane fromfederal energy grants.

Co-Chair MacKi nnon asked how nmuch the state would
contribute to the second project's $6.5 million price tag.

M. Hennigh replied that the project was on the current
renewabl e energy fund list for an additional capital grant
of $1.5 mllion. He opined that an additional $1.2 nillion
woul d be needed in order to put together the total funding
scenario to reach the $6.5 mllion

4:11:54 PM
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LI SA HERBERT, DI RECTOR, CGREATER FAI RBANKS CHAMBER OF
COMVERCE,  FAIRBANKS (via teleconference), testified in
support of HB 105. She shared that stakeholders in her
community had been engaged in conversations with Al DEA and
encouraged the legislature to remain commtted to, and
supportive of, the stated goals of the Interior Energy
Pr oj ect.

4:13: 39 PM

Vice-Chair Mcciche asked Ms. Herbert if she also supported
SB 50.

M. Herbert understood that HB 105 would be the vehicle for
the project. She said that it was inportant that Al DEA have
optionality, and |ooked to the legislature to pass a bill
that would allow forward novenent with the Interior Energy
Pr oj ect.

4:14: 26 PM

JIM DODSON, FAI RBANKS ECONOM C DEVELOPMENT CORPORATI QN,
FAI RBANKS (via teleconference), testified in support of SB
50 and HB 105. He reiterated concern for the air quality in
Fairbanks and the need for affordable energy in the
Interior; he believed that the project would help to
i nprove both issues. He believed that bringing affordable
energy to the state would help to diversify Alaska's
econony.

4:16: 33 PM

LUKE HOPKI NS, MAYOR, FAlI RBANKS NORTHSTAR BOROUGH, FAI RBANKS
(via teleconference), testified in support of HB 105. He
understood that SB 23 had put forth the mgjority of funding
for the Interior Energy Project in the form of bonds that
woul d be paid back by the rate payers. He hope that HB 105
woul d nmove forward as anended.

4:19: 02 PM

ANDRE LARUE, SELF, JUNEAU (via teleconference), testified
in support of SB 50 and HB 105. He expressed distain for
the legislature "handcuffing”" AIDEA in its decision naking
process. He believed that any and all affordable energy
proj ects should be expl ored.
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4:21:06 PM
AT EASE

4:21:17 PM
RECONVENED

Co- Chair MacKi nnon CLOSED public testinmony for HB 105 and
SB 50.

4:21:52 PM

Co-Chair Kelly conmented that the extra projects attached
to the legislation diluted the original focus of the bill.
He said that the repealers in the bill totaled $332
mllion.

4:23:19 PM
AT EASE

4:23:54 PM
RECONVENED

Co-Chair MacKinnon reiterated that HB 105 would be the
vehicle for the legislation noving forward. She clarified
that the CS for SB 50(RES) would be inserted verbatiminto
HB 105. She stated that anendnents would be accepted unti
noon the follow ng day.

4:25:01 PM

Senat or Dunl eavy asked for clarification on the |egislative
vehi cl e.

Co- Chair MacKi nnon responded that anendnents should conform
to what already existed in the bill version that had cone
out of Senate Resources.

4:25:21 PM

Co-Chair Kelly asked if whether it would nade sense to
amend HB 105 with SB 50.

4:26:39 PM
AT EASE

4:28: 01 PM
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RECONVENED

Co- Chair MacKi nnon expl ained that the commttee would bring
an updated version of the bill before the commttee the
foll owi ng day and consi der anmendnents.

#
ADJ QURNIVENT
4:28:27 PM

The neeting was adjourned at 4:28 p.m
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