SENATE FI NANCE COWM TTEE
March 16, 2016
1:37 p.m

1: 37: 42 PM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 1:37 p.m

VEMBERS PRESENT

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

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny d son

VEMBERS ABSENT

None

ALSO PRESENT

John Springsteen, Executive Director, Alaska Industrial
Devel opnent and Export Authority (AIDEA); Mke Catsi,
Director, Business Devel opnent and Commrunications, Al DEA;
Brenda Applegate, Controller, AIDEA, Sarah Fisher-Goad,
Executive Director, Al aska Energy Authority, Departnment of
Commer ce, Community and Econom c Devel opnent .

SUMVARY

ALASKA ENTERPRI SE AGENCY ANALYSI S:
ALASKA | NDUSTRI AL DEVELOPMENT AND EXPORT AUTHORI TY
ALASKA ENERGY AUTHORI TY

Co- Chair MacKi nnon di scussed t he schedul e.

NALASKA ENTERPRI SE  AGENCY ANALYSIS:  ALASKA | NDUSTRI AL
DEVELOPMVENT and EXPORT AUTHORI TY

1: 39: 00 PM




Co- Chair MacKinnon directed attention to an email sent by
her staff, containing 12 questions (copy not on file) asked
of the enterprise agencies. She explained that each agency
had taken a different approach when considering the
guestions. She noted that the presentation being discussed
guot ed the questi ons.

JOHN SPRI NGSTEEN, EXECUTIVE DI RECTOR, ALASKA | NDUSTRI AL
DEVELOPMENT AND EXPORT AUTHORITY (AIDEA), stated that he
woul d be happy to answer questions as he was discussing his
presentation. He added that he had additional staff present
to answer questions of the commttee.

M . Springsteen discussed the presentation "Alaska's
Devel opnent Fi nance Authority" (copy on file).

M. Springsteen turned to slide 2, "1la) What 1is your
Strategic Vision?"

M. Springsteen addressed slide 3, "la) Strategic Vision"

* Create an investnent-ready project portfolio for
the state of Al aska.

* Devel op f or mal pr oj ect fi nance banki ng
relationships with strategic i nvestnent partners.

M. Springsteen inforned that AIDEA was a recipient and
condui t for a variety of Al aska- based busi ness
opportunities and devel opnent plans. He furthered that a
nunber of sizeable projects came across AIDEA' s desk, and
the authority played an inportant role in vetting the
projects and working with project proponents to nove ideas
fromthe early stage to being investnent-ready. He thought
that the next step for AIDEA was to prepare a portfolio of
i nvestnment-ready projects, and act as an internediary
bet ween proj ect proponent s and sources of proj ect
fi nanci ng. He nment i oned banki ng rel ati onshi ps Wi th
strategic investnent partners.

M. Springsteen continued to discuss slide 3, and specified
that AIDEA had existing relationships with donmestic and
foreign financing partners on a project-by-project basis.
He thought it was inportant for AIDEA to inprove and
i ncrease regular access to partner capital; whether it was
through private equity, pension funds, hedge funds, or
foreign banks. He believed AIDEA would benefit from nore
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formal arrangenents through ongoi ng cooperation agreenents
wi th potential project financing partners.

Senator Bishop asked if the project partners included
federal |ending agenci es.

M. Springsteen answered in the affirmative. He explained
that Al DEA engaged federal agencies for funding for |arge
capital projects in the context of a public-private
partnership. He continued that AIDEA considered the public
benefit of a public funding source, and qualified that
AlDEA was geared nore toward private funding sources to
drive state devel opnent.

Senat or Bishop asked if M. Springsteen was familiar wth
the federal programinvolving new market tax credits.

M. Springsteen answered in the affirmative, and stated
that AIDEA had the ability to offer new market tax credits.

1:43: 13 PM

Senat or Dunl eavy referred to the second bullet on slide 6:

» AIDEA provides affordable, |ong-term asset financing
for growng and diversifying Al aska s econony, and
for expanding job opportunities for Al askans.

Senat or Dunl eavy wondered if M. Springsteen could point to
projects that were successful and that functioned to
di versify the econony.

M. Springsteen referred to the Red Dog Mne road and
ports; the Skagway Oe termnal, and the Ketchikan
shipyard. He relayed that AIDEA had partnered with the
federal governnent on the Canp Denali Readiness Center, at
the joint base Elnmendorf-Richardson. He sunmarized that the
exanpl es were projects that AIDEA had invested in, and were
providing returns and jobs for the state. He went on to
list the Jloan participation program which supported
commercial and industrial businesses throughout the state.
He added that AIDEA had the ability to offer different
types of conduit bonds, whereby it accessed financing and
facilitated financing for di fferent busi nesses. The
activity was simlar to AIDEA functions in the beginning,
when it did not have a budget of its own to invest.
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Senat or Dunl eavy asked what M. Springsteen considered to
be the |argest, nobst successful project that gave a return
on investnment.

M. Springsteen gave the exanple of the Red Dog M ne road
and port.

Senator Dunleavy asked if the road was developed in the
1980s or 1990s.

M. Springsteen inforned that the Red Dog Mne road was
built in the md to late 1980s, and was operating starting
in the 1990s.

M. Springsteen turned to slide 5, "1b) Value to the state
of Al aska":

AIDEA's mnmission is established by Statute. The
Authority was created by the legislature as a “public
corporation” to advance the economc prosperity of
Al askans by diversifying the Alaska econony and
pronoting the creation and retention of Al askan jobs
(See AS 44.88.070)

Wth this background in mnd, staff believes the Board
nmust count er bal ance two conpeting interests:
—Provide an adequate financial return to the
State in the form of a cash dividend, as
contenpl ated by the Statute, versus
—Ensure the Authority retains the financia
capability to achieve its economc devel opnent
m ssion of the State.

M. Springsteen showed slide 6, "1b) Value to the state of
Al aska (cont'd)":

» AIDEA provides a sustainable and objective economc
devel opment platform on which all opportunities are
vetted for their economc and financial feasibility.

» AIDEA provides affordable, |ong-term asset financing
for growng and diversifying Al aska s econony, and
for expanding job opportunities for Al askans.

e« AIDEA is a prudent caretaker of the state of
Al aska’s financial assets, growing the state's
initial revolving fund investnent of $332.5 million
into $1.67 billion.
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Co- Chair MacKi nnon asked what tools were used to consider a
purchase price when Al DEA val ued an asset.

M. Springsteen qualified that AIDEA went through a due-
diligence process, and carried the value on its books under
generally accepted accounting principles (GAAP); so if
there was orderly divestiture or acquisition, it would use
fair market value netrics.

Co- Chair MacKi nnon asked if realized earnings were captured
on an annual basis, or if Al DEA booked unrealized earnings.

M. Springsteen relayed that under the Governnent al
Accounting Standards Board (GASB), AIDEA was required to
report mark to market val ue.

1:47: 06 PM

M. Springsteen read slide 7, "2) Wen was the Agency
created and how nuch state funds were i nvested?"

M. Springsteen showed slide 8, "2) AIDEA Creation." He
recounted that AIDEA had been created in 1967, and hoped it
woul d reach its 50th anniversary the follow ng year.

M. Springsteen showed slide 9, "2) AIDEA Revolving Fund
Initial Capitalization (cont’d)":

e AIDEA was funded in the early 1980s with a $166
mllion loan portfolio and $23 mllion cash,
which provided initial funding for what is now
known as the Loan Participation Program

* In the md-1980s, to assist in the devel opnent of
the Red Dog M ne, the Project Devel opnment Program
was created and AIDEA received a loan portfolio
and cash totaling $143.5 mnmllion to support
financing the DeLong Muntain Transportation
System

M. Springsteen read slide 10, "3)Wat is the current |evel
of funding fromthe Legisl ature?"

M. Springsteen addressed slide 11, "3) Current Legislative
Fundi ng, ":
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e Qperating Budget — $0.00
—Al DEA has historically sel f-funded its
oper at i ons.

e Current Legislatively Assigned Projects
—Interior Energy Project ($57.5 M
—Anbler Mning District Industrial Access Project
($17.0 M

e O her Recent Capital Appropriations
—Ket chi kan Shi pyard ($1.18M

M. Springsteen added that AIDEA was subject to the
Executive Budget Act. He detailed that the appropriation
for the Ketchikan Shipyard was to relocate an electrical
subst ati on.

M. Springsteen read slide 12, "4) Wuat is the nanagenent
structure of the Agency?"

M. Springsteen turned to slide 13, "4)  Managenent
Structure,” which depicted a flow chart that showed
different areas of program functions, managenent, and board
and executive functions. He explained that staff reported
to the AIDEA Board of Directors, which consisted of: the
commi ssi oner of Departnent of Revenue; the comm ssioner of
the Depart nment of Commer ce, Community and Econom c
Devel opnment ( DCCED) ; and five successf ul Al askan
busi nesspeople. He continued that he was in charge of
adm ni stering and overseeing the authority on behalf of the
board on a day to day basis. The finance and operations, or
"back office" wunit, provided adm nistrative services and
support services for AIDEA, including: accounting, IT
support, human resources, procurenent, conpliance, and
treasury. He described the "front office" wunit, which
i ncl uded: business devel opnent, conmercial finance, project

devel opnent asset managemnent , and i nfrastructure
devel opnment. Additionally, the front office |eaders played
key roles in suitability commttees and investnent

committees. He specified that the Chief Financial Oficer
was critical in all bond issuances for the authority.

M. Springsteen turned to slide 14, "4) ADEA \ AEA &
Consol i dated Shared Services." He relayed that AlIDEA shared
its back office with the Al aska Energy Authority (AEA). He
noted that AIDEA covered 30 percent to 40 percent of back
office costs, while AEA covered 60 percent to 70 percent;

Senat e Fi nance Comm ttee 6 03/16/16 1:37 P. M



and the ratio was equivalent to the use of the resource. He
added that shared services provided benefits to the
organi zations in ternms of managing schedules, providing a
broader know edge base, and separating duties to conbat
fraud.

M. Springsteen read slide 15, "5) How many enpl oyees work
for the Agency? How are they funded?" and noted that he
woul d discuss three consecutive slides to address the
guesti ons.

M. Springsteen showed slide 16, "5) Organizational Chart,"
and shared that AIDEA had 17 (filled) front office
positions which were self-funded.

M. Springsteen reviewed slide 17, "5) Organizational Chart
(cont’d)," and reiterated that AIDEA used and paid for 30
percent to 40 percent of back office shared services. He
expanded that there were 32 (filled) positions in the
shared services group

1:50: 15 PM

Co- Chair MacKi nnon asked for the total nunber of positions.

M. Springsteen explained that on slide 17, there were 21
aut hori zed positions for the front office, 17 of which were
filled. He continued that for shared services there were 38
aut hori zed positions, 32 of which were fill ed.

M. Springsteen turned to slide 18, "5) O ganizational
Chart (cont'd)," which showed a conbined flow chart of
Al DEA and AEA that illustrated shared services. Between the
two authorities, there wre 85 filled positions, 21
vacanci es, and 106 total authorized positions.

Senator Bishop asked if the authority was currently
recruiting or was fully staffed.

M. Springsteen stated that there were two positions Al DEA
wanted to fill in the front line staff area, while two
others mght go unfilled.

Co-Chair MacKinnon asked if there was a way to re-

prioritize agency functions or elimnate prograns so that
the positions did not have to be fill ed.
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M. Springsteen conmented that there was a bal ance between
doing as much as possible with what was available, or
cutting and doing less. He wondered if there was incentive
as enterprise developnent to have a full staff to execute
the m ssion of the authority.

Vice-Chair Mcciche pointed out the 21 vacancies at the
authority, and he thought there was potentially $2 mllion
in savings during a difficult time in fiscal history. He
wondered why there was not a substantive reduction being
considered until the state budget had an opportunity to
recover.

M. Springsteen believed that AIDEA could execute cuts on
behal f of the legislature. He continued that the authority
was seeking direction regarding budget cuts. He expanded
that if the judgenent of the legislature was to focus nore
on enterprise devel opment, he would request nore staffing;
however, if the judgenent was to curtail some authority
activities then Al DEA woul d adj ust accordingly.

Co- Chair MacKi nnon thought the matter woul d be addressed in
a later slide.

1:54: 01 PM

M. Springsteen read slide 19, "6) Does the Agency generate
revenue?"

M. Springsteen discussed slide 20, "6) Excerpt from Annual
Report," which showed a page from the AlIDEA annual report
entitled "FY15 Financial s".

M. Springsteen showed slide 21, "6) Excerpt from Annual
Report (cont’d),"” which showed an enlarged section fromthe
previous slide titled, "Revenues, Expenses and Changes in
Net Position.” He detailed that AIDEA s revenue consisted
of loan interest, devel opnent pr oj ect i ncone, and
investnment interest in other inconme. He highlighted the
line "Snettisham Project restricted incone," which showed
the project interest expense paid to bondhol ders, and AEA
rei nmbursenent for costs borne by AIDEA to cover AEA payroll
and shared services costs.

Co- Chair MacKi nnon asked M. Springsteen to look at the

line entitled, "Net increase/(decrease) in fair value of
investnments." She acknowl edged that it had been a tough
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return year, particularly in the third and fourth quarter
of 2015, and wondered if M. Springsteen could speak to the
| oss of alnmpbst $5 million in funds.

M. Springsteen pointed out that the net decrease related
to the GASB provision of mark to market, and was primarily
driven by AIDEA's investnent portfolio of <cash as it
eval uated a project for investnent. He was unsure if he was
using the correct accounting terns, but elaborated that the
difference was due to realized but unrecognized gain or
loss. He clarified that there were not actual cash gains or
| osses, rather the figure was just a reflection of where
the portfolio was. He added that AIDEA had not sold or
bought anything to recogni ze the gain or |oss.

Co-Chair MacKinnon remarked that in the past year, GASB
required cities and states to start recognizing unfunded
pension liabilities. She wondered if such information was
reflected in the slide.

M. Springsteen referred the question to the AlDEA
controller

1: 56: 46 PM
AT EASE

1:57: 01 PM
RECONVENED

M. Springsteen read slide 22, "7) Does the Agency return a
dividend to the state? How nuch?"

M. Springsteen discussed slide 23, "7) Dividend History."
He recounted that since 1995 AIDEA had returned an annua
dividend to the state, and the total declared to date was
approxi mately $380 million.

Co- Chai r MacKi nnon asked if M. Springsteen had a
percentage to quantify the dividend total as conpared to
total assets invested by the state.

M. Springsteen recalled that there had been $332.5 mllion
dollars originally invested by the state, and estimated
that the total dividends constituted 130 percent of what
was originally invested. He communicated that there was
anot her view of how Al DEA had used the original investnent,
growmn the net asset base, and returned a dividend. He
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considered that after the original investnent of $332.5
mllion, current net assets of roughly $1.3 billion, and a
return of $380 million in dividends to the state; there was
a total of $1.68 billion, which equated to about a 5
percent annual return.

Co- Chair MacKinnon asked if the state owned the projects,
or did an entity borrow noney under the unbrella of the
state and own the projects.

M. Springsteen stated that there was a variety of
structures and arrangenents; and the net assets at Al DEA
i ncluded investnments, |oan portfolio, and projects that it
had directly financed. He added that the net assets did not
i ncl ude conduit issuances.

Co- Chair MacKi nnon asked if the $1.3 billion in net assets
were owned by the state.

Senator Bishop commented that it would be interesting to
see the total generation of cash throughout the different
proj ect s.

Vice-Chair Mcciche stated he was enornously supportive of
the mssion of AIDEA, and surmsed that the dividend had
returned about 3 percent if averaged over ten years. He
wondered if there was a way of quantifying the ultimte
value of jobs and revenue that ¢trickled down from the
projects that AIDEA had sponsored. He recognized that the
cal cul ati on woul d be a huge task.

M. Springsteen deferred the question to the business
devel opnent and communications officer, who would have
statistics regarding enpl oynent and economc nultipliers.

2:00: 41 PM

M KE CATSI , Dl RECTOR, BUSI NESS DEVEL OPMVENT AND
COVMUNI CATIONS, AIDEA, stated that the authority could
generate the data after a conprehensive evaluation of
investnments that had been nade over the years. He noted
that nmultipliers changed each year, for each region, and
for each type of project and industry.

Vice-Chair Mcciche renmarked that AIDEA was created for a

much |arger purpose than returning a 3 percent average
dividend over ten years. He wanted to understand the

Senat e Fi nance Comm ttee 10 03/16/16 1:37 P. M



history of the value of AIDEA, and how the authority
guantified the val ue.

M. Catsi specified that the agency considered direct jobs
created and retained (permanent and tenporary), as well as
i ndirect and induced jobs from each project. He thought the
i mpact of every job created and inpact of every mllion
dollars invested was considerable, and created a ripple
effect.

Co-Chair MacKinnon referred to slide 21, and pointed out
the net decrease of $4.9 mllion. She asked if the new
recording of unfunded pension liabilities was included in
t he anmount.

BRENDA APPLEGATE, CONTROLLER, AIDEA, stated that AlIDEA had
i npl enented the new accounting standards regarding pension
obligation in FY 15 along with the rest of the state. She
specified that the pension obligation was reflected in the
net inconme reported for the year, but was not included in
the $4.9 million decrease in fair value of investnments. She
noted that the pension obligation was included in genera

and administrative expense, and furthered that AlIDEA had
recogni zed a total pension expense of $1.249 nmillion for FY
15 (which did not include nedical benefits).

2:04: 07 PM
Co- Chai r MacKi nnon asked if the anount of pensi on
obligation would be decreasing, and if Al DEA was

contributing towards the obligation in a different way.

Ms. Appl egate conveyed that the authority contributed a 22
percent pension obligation to the state every pay period

She relayed that there was a cost sharing plan. She was
unsure if the anount would go up or down, but hoped that it
would go down. She thought that AIDEA would get nore
information on its allocated portion fromthe state plan at
the end of the year.

Co-Chair MacKi nnon referred back to a bullet on slide 6

 AIDEA is a prudent caretaker of the state of
Al aska’s financial assets, growing the state’s
initial revolving fund investnent of $332.5
mllion into $1.67 billion.
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Co- Chair MacKi nnon wondered if a different number than what
was reflected on the slide had been discussed at another
point in the presentation.

M. Springsteen clarified that the $1.67 billion indicated
on the slide included both the net assets and the $380
mllion that had been given in dividends to the state. When
| ooking at an enterprise, AIDEA considered the initial
capital provided; then the return on capital enployed
i ncluded the growth, assets, and dividend.

Vice-Chair Mcciche asked for a description of the
di fference between the dividend in 2005 versus the dividend
in 2011. He wondered what kinds of factors had resulted in
t he 300 percent difference.

M. Springsteen stated that nultiple factors influenced the
dividend armount, including mark to nmarket accounting
provi sions. He remarked that AIDEA had not had a wite-down
of assets for an AlDEA-approved project since 2000. He
added that general nmarket <conditions also inpacted the
di vi dend.

Co- Chair MacKinnon asked if taking on new risks or new
projects affected the dividend.

M. Springsteen answered in the affirmative.

M. Springsteen read slide 24, "8) Is the Agency able to
receive Federal funds? Is the Agency able to |everage
Federal funds?"

M. Springsteen addressed slide 25, "8) Use of Federal
Funds":

* AIDEA has the statutory authority to receive federal
funds (see AS 44.88.080 - In furtherance of its
corporate purposes, the authority has the follow ng
powers in addition to its other powers: (9) to
accept gifts, grants, or loans from and enter into
contracts or other transactions regarding them wth,
a federal agency, an agency or instrunentality of
the state, a nunicipality, a private organization,
or other source).

* Inmportantly, AIDEA also has the ability to |everage
federal tax-exenpt financing as well as tax credit
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progranms (e.g. New Markets Tax Credits, |nvestnent
and Production Tax Credits).

M. Springsteen read slide 26, "9) Wat are your Agency’s
capital assets?"

M. Springsteen presented slide 27, "9) Audited Net Book
Val ues at 6/30/15":

* Devel opnent projects — $296, 528, 000
e O her assets — $37, 002, 000
e Snettisham Project assets — $78, 419, 000

M. Springsteen summarized that AIDEA's net value of assets
totaled approximately $411 mllion. Wth the addition of
the loan portfolio, the total was approximately $600
mllion. He added that the nunbers given were net book
value; and in the case that an orderly |iquidation was
consi dered, fair market value would need to be appli ed.

2:08:14 PM

Co- Chair MacKi nnon asked about AIDEA's total avail able bond
debt capacity.

M. Springsteen stated that the question would be addressed
later in the presentation.

M. Springsteen read slide 28:
10a) Does the Agency have bondi ng authority?
10b) What are bonds issued for?
10c) What is the current outstanding Debt?
10d) What is the bonding capacity?

M. Springsteen presented slide 29, "10a) Does Agency have
bondi ng aut hority?":

* Yes, taxable and tax-exenpt revenue bonds, such as
| ndustrial Devel opnent Bonds, 501(c)(3) Bonds, and
Private Activity Bonds.

» AIDEA al so issues general obligation (GO bonds.
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M. Springsteen thought it was inportant to note that the
Al DEA general obligation bonds were solely backed by Al DEAs
assets, which were (by statute) separate fromthe state.

Co- Chair MacKi nnon asked if there was a noral obligation by
t he state.

M. Springsteen answered in the negative.

M. Springsteen |ooked at slide 30, "10b) Wat are bonds
i ssued for?":

» AIDEA may issue bonds to pay the cost of a project
or devel opnment projects or in order to provide noney
for t he authority’s pur poses under statute
(AS44.88.080 (7)).

M. Springsteen discussed slide 31, "10b) Wat are bonds
i ssued for (cont'd)?":

 AIDEA has issued 317 conduit revenue bonds for a
total of $1.36 billion. Bonds issued under this
program i ncl ude:

—Aircraft/Arcraft facilities

—Bul k Fuel storage and distribution
—Hotel s, notels, and | odges

—-Office space

—War ehousi ng/ st or age

—Ret ai

—Hospital s/clinics
—Processi ng/ manufacturing facilities
—Car rental facility

—Hydr oel ectri c dans

* Project Revenue Bonds
—Snetti sham Hydroel ectric facility

» AIDEA General bligation Bonds
—Del ong Mountain Transportation System
—Water and wastewater facility
—Fedex Hangar
—-Skagway Ore Term nal

M. Springsteen commented that for conduit revenue bonds,
Al DEA was neither an owner nor guarantor, and was solely a
facilitator. Bonds were backed only by the project, or
facility revenue and assets. He discussed the Snettisham
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Hydroel ectric facility, which was owned by AIDEA but had
bonds backed by project revenues and assets. He added that
for AIDEA general obligation bonds, the authority's assets
and revenues secured bondholders, and the bonds were
separate fromthe state.

M. Springsteen turned to slide 32, "10c) Wuat is current
out st andi ng debt ?":

* Qutstanding Debt as of 6/30/2015:
—Total Bonds - $134, 655, 000
0 Snettisham Hydro
0 Red Dog Port Facility (Refunding)
o Loan Participation

Co- Chair MacKi nnon asked if there were figures to quantify
the foreclosure rate or |ack of paynent rate on sone of the
instrunments the authority held.

M. Springsteen stated that AIDEA had a default rate on
| oans that was below that of the current market in the
state. He offered to provide the comrittee with the exact
figure. He added that AIDEA had not had a wite-down on an
Al DEA- approved project since 2000.

Senator (O son asked about the Red Dog Port Facility
"refundi ng" that was indicated on slide 32.

M. Springsteen explained that the bonds for the Red Dog
Port Facility were refunding bonds. He continued that Al DEA
did an early bond issuance with a high rate; after which
someone would issue a refunding bond to pay down the
original bondholders in order to lower the rate on the
bond. The reference to "refunding” on slide 32 had
pertained to refunding high rate bonds with lower rate
bonds.

Senator O son asked what the affect would be on people
wi t hin the borough who were involved in the facility.

M. Springsteen clarified that the agreenent for the use of
the Red Dog Mne Road and Port was separate from the bond
i ssuances.

2:12:19 PM
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Senator Bishop asked when the Snettisham bonds would
mat ur e.

M. Springsteen relayed that AIDEA had recently issued
refunding bonds to save noney for Snettisham users in
Juneau. He offered to prepare a schedule of bond maturity
for the conmttee.

M. Springsteen addressed slide 33, "10d) Wat is the
bondi ng capacity?":

e AS 44.88.095 places a statutory ceiling of $400
mllion per twelve nonth period on AIDEA bond
i ssuances, excluding refundi ng bonds.

* Bonds over $25 million require |egislative approval .
« Bonds over $10 million require |ocal support.

M. Springsteen used the exanples of the Bokan and Ni bl ack
m ning projects in Southeast as instances of bonds over $25
mllion requiring | egislative approval.

Co-Chair MacKi nnon asked for clarification regarding the
statute referenced on slide 33 (AS 44/88.095). She wondered
if AIDEA could issue $400 mllion within any 12-nonth
period, or if there was a cap of $400 mllion.

M. Springsteen stated that within any 12-nonth period,
Al DEA coul d issue only up to $400 mllion in bonds.

Senator Bishop asked if AIDEA had a ceiling, and if so,
what it was.

M. Springsteen stated that the ceiling was a "noving
target” and dependent upon what projects had been provided
with direct finance, and what anount of collateral and
assets were on hand.

Co- Chair MacKi nnon thought she understood that there was no
ceiling limt, but rather $400 mllion in authority over a
rolling 12-nonth peri od.

Senat or Bi shop thought he understood the sane thing, but
suggested that M. Springsteen had provided a caveat.

Co-Chair MacKinnon referred to a debt/credit report that

had been presented to the comrittee, which had indicated a
total bond debt calculation of around $7 billion. She was
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trying to understand if the state's enterprise agencies
were conmtting the state, while M. Springsteen had
suggested AIDEA s debt was not an obligation of the state.
She wanted to ascertain what the enterprise agencies were
doing with credit and how it mght or mght not affect the
state's credit rating.

M. Springsteen thought part of the value of Al DEA was that
it had sone independence and provided obligations only on
its assets, rather than those of the state.

Vice-Chair Mcciche asked to address slide 32, and thought
that the outstanding liability on Snettisham was $78
mllion.

M. Springsteen answered in the affirmtive.

Vice-Chair Mcciche asked for a breakdowmn of the other
itens in the outstanding debt category, to include Loan
Participation, and the Red Dog Port Facility.

2:16: 12 PM

Ms. Applegate provided details on the total outstanding
bond debt of $134,655,000 on slide 32. She stated that as
of June 30, 2015; outstanding debt for the Snettisham
Hydroel ectric project was $69, 955, 000. She clarified that
there were other non-bond liabilities related to the
project that brought the total to $79 billion. She
continued that the Red Dog Port Facility refunding bonds
were in the anount of $52,185,000; and bonds related to
Loan Participation were in the anmount of $12,515, 000.

M. Springsteen read slide 34, "1la) Can you identify any
other state entities or private corporations in Al aska that
may provide the sane or simlar services as your Agency?"

M. Springsteen showed slide 35, "11) Sim |l ar Agencies":

 There are no state agencies or authorities that
provi de the sane set of financing tools as Al DEA

* On a national basis, AIDEA is wunique in its
ability to:
—Wrk with banks
-l ssue its own bonds
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—Participate in public-private part ner shi ps
t hrough nul ti pl e net hods

M. Springsteen elaborated that AIDEA had a |limted anount
of overlap with AEA's Power Project Loan Fund (PPF), under
which it made energy-related |oans. He continued that PPF
could be offered at below nmarket rates and ternms. |In
contrast, AIDEA s energy |oans were indexed at market rates
or were nmade wunder its loan participation program in
conjunction wth Alaska banks and credit unions where
commercial underwiting standards applied. He added that
AIDEA did not offer grants; and did not offer any housing
financial instrunents, so did not conpete wth private
residential nortgage lending or wwth Al aska Housi ng Fi nance
Corporation (AHFC). He noted that AIDEA snall business
| oans were adm ni stered by DCCED

M. Springsteen read slide 36, "11b) |Is your agency subject
to the state procurenent code?”

M. Spri ngst een turned to slide 37, " Procur enment
Regul ati ons":

* Yes in a |imted fashion. The state procurenent
code, AS 36.30.015(f) reads:
-“.the menber shi p of t he Al aska | ndustri al
Devel opnment and Export Authority, notw thstanding AS
44.88. 085, .shall adopt regulations under AS 44.62
(Adm ni strative Procedure Act) .to govern the
procurenent of supplies, servi ces, pr of essi ona
services, and construction for the respective public
corporation and board. The regulations nust reflect
conpetitive bidding principles and provide vendors
reasonabl e and equi tabl e opportunities to
participate in the procurenent process and nust
i nclude procurenent nethods to neet emergency and
extraordinary circunstances. Not wi t hstanding the
other provisions of this subsection, .the Al aska
| ndustrial Devel oprent and Export Authority, ..shal
conply with the five percent preference under AS
36. 30. 321(a).”

As directed by the state procurenent code AlIDEA has

est abl i shed regul ati ons under t he Al aska
Adm ni strative Code Title 3 Chapter 100

Senat e Fi nance Comm ttee 18 03/16/16 1:37 P. M



M. Springsteen specified that t hat Al DEA adopt ed
regul ations to establish conpetitive bidding processes and
to deal with extraordinary circunstances.

Co- Chair MacKi nnon thought that AIDEA was |argely operating
outside of the state procurenment process.

M. Springsteen concurred, and noted that flexibility in
procurenent was desirable as AIDEA worked wth private
i ndustry to develop in the state.

M. Springsteen read slide 38, "12) Does the Agency have
any outstanding liabilities the Legislature should be aware
of ?"

M . Spri ngst een di scussed slide 39, " Qut st andi ng
Liabilities":

e Total Liabilities at 6/30/2015 — $205, 271, 000
—Bonds
—Pension Liability
—Advances from State of Al aska
—Liabilities fromrestricted assets
—Qperational liabilities
—Loan Guarantees (contingent liability)

e Commitnents to fund projects and |oans at 2/29/2016
— $66, 506, 000

Co-Chair MacKi nnon asked how nuch in advances Al DEA had
fromthe State of Al aska.

M. Springsteen went back to slide 11, pointing out that
current | egislatively assigned projects included an
appropriation for $57.5 mllion for the Interior Energy
Project, and $17 nmllion for the Anbler Mning District
| ndustrial Access Project. Additionally, there had been an
appropriation of $1.18 mllion for the Ketchikan Shipyard
project in 2015.

2:20:22 PM

Senat or Bishop asked for the fund balance on the Anbler
Road project. M. Springsteen shared that the fund bal ance
was roughly $8.5 mllion, with $3.6 mllion approved in
accord with the first part of the environnental i npact
st at enent process.
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Co-Chair MacKi nnon asked if there were simlar totals for
t he Fai rbanks Energy Project.

M. Springsteen deferred to the Interior Energy Project
team lead - Gene Therriault, Deputy D rector, Statew de
Energy Policy Devel opnent, Al aska Energy Authority, DCCED. He
conveyed that M. Therriault was testifying in another
commttee, and offered to provide the information at a
later tine.

M. Springsteen conveyed that additional slides were part
of an appendi x, and solely for the comrittee' s revi ew

Senat or Bishop asked for a high-level prediction of what
AlDEA was considering for bringing new revenue to the
st at e.

M. Springsteen stated that AIDEA continued to |ook at
mning prospects, as well as oil and gas devel opnent
opportunities. He <continued that AIDEA had nmade sone
investnments to support tourism in the state. He used the
exanple of the lcy Point Strait dock, a cruise ship dock
for which the authority had |oaned funds. He nentioned
early-stage ideas such as a fish processing project that
AIDEA was discussing wth the Division of Economc
Devel opnent at DCCED. He sumarized that there were a
nunber of concepts that the authority continued to follow,
while it considered timng as conditions were inproving in
m ni ng and ot her markets.

Vice-Chair Mcciche referred to slide 41, "Analysis &
Deci si on- Making," and envisioned that AIDEA had many
projects in different phases. He thought that if the
| egislature were to freeze inportant devel opnents in the
state, it would exacerbate the need for recovery from | ow
oil prices. He reiterated that he was supportive of AlIDEA s
m ssion, and wondered if there were promsing projects
wor ki ng through the phased approach. He inquired if AlIDEA
cultivated investors in the state, or waited for people
wi th devel opnent ideas to approach the authority.

M. Springsteen explained that AIDEA had been engaged in
nore proactive activity, while soliciting cooperation with
other investors as well as looking towards different
devel opnment opportunities in the state. He nentioned
Adm nistrative Oder 281 (issued by the governor), and
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asserted that AIDEA was looking forward to increased
coll aboration for asset review with the Departnent of
Nat ural Resources and the Departnent of Adm nistration

2:25: 01 PM

Co- Chair MacKi nnon commented that the commttee was | ooking
at systemic ways to change the way the state did business.
She referenced M. Springsteen's conmments about the desire
to understand what the |egislature was asking of AlIDEA. She
reiterated that the legislature was [|ooking for system
change and thought it had been alluded to in sonme of the
guestions that had been asked, including regarding bond
debt totals. She was glad to know that AIDEA' s endeavors
were not creating additional pressure on the state's credit
rating, and appreciated dividends that had been provided to
the state. She expressed concern over pension liabilities,
as well as high-paid positions in agencies.

Vice-Chair M cciche thought Co-Chair McKinnon had stated
the matter fairly. He comented that the |egislature was
asking every state agency to operate as efficiently as
possible, and did not think that AIDEA should be excluded
from the exercise. He thought it was inportant to |ook for
efficiencies wi thout conmpromsing the ability to perform
He thought that there was a tendency for retraction from
new investment during difficult economc times. He noted
that Fortune 500 conpanies that operated at the highest
levels were able to identify opportunities during economc
downturns. H's goal for A DEA was to reevaluate any open
positions.

Co-Chair MacKinnon asked M. Springsteen to nmake the
commttee aware of anything on AIDEA' s books that reflected
any projects or loans in default.

M. Springsteen agreed to provide the information.

2:28: 28 PM
AT EASE

2:31: 15 PM
RECONVENED

NALASKA ENTERPRI SE AGENCY ANALYSI S: ALASKA ENERGY AUTHORI TY
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SARAH  FI SHER- GOAD, EXECUTI VE DI RECTOR, ALASKA  ENERGY
AUTHORI TY, DEPARTMENT OF COWMERCE, COWUNI TY AND ECONOM C
DEVELOPMENT, discussed the presentation "Alaska Energy
Aut hority," (copy on file). She stated that additional AEA
staff were available to answer questions. She noted that
(AEA) had addressed the questions from the commttee by
grouping theminto |like categories within the presentation.

V5. Fi sher-Goad presented slide 2, "Al aska Energy
Aut hority":

e AEA is an independent and public corporation of the
State of Al aska, est. 1976

e 44.83.070: “The purpose of the Authority 1is to
pronote, develop, and advance the general prosperity
and econonmic welfare of the people of the state by
providing a neans of financing and operating power
projects and facilities that recover and use waste
energy and by carrying out the powers and duties
assigned to it under AS 42.45.”

Ms. Fisher-CGoad advised that one of the primary things that
AEA had done wupon its formation was to develop and own
| arge-scale power projects. On a snmaller scale, AEA had
al so developed district heating projects and small-scale
el ectrical systems. Additionally, AEA nanaged the Power
Cost Equalization (PCE) program which had been in
exi stence for over 30 years.

Ms. Fisher-Goad showed slide 3, "AEA Prograns,” which
di splayed lists of the prograns, projects, and AEA-owned
infrastructure that the authority managed. She detailed
that many of the prograns had (in ways) been in existence
since the beginning of the AEA program She thought power
houses and bulk fuel tank farns had beconme a primry
purpose of the authority in the early 2000s. She nentioned
Denali Comm ssion funds, the Renewabl e Energy fund, and the
Enmer gi ng Energy Technol ogy Fund program

Ms. Fisher-Goad turned to slide 4, "AEA s Strategy, Purpose
and Core Val ues":

* Purpose: To develop and deliver optinml energy

solutions for Alaska' s conmunities
* Mssion: To reduce the cost of energy for Al askans
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» Core Val ues:

0 Respectful: Denonstrating high regard for
comunities, integrating |ocal perspectives

0 Responsible: Being prudent and ethical stewards
of Al askans’ resources

o Innovative: Seeking new ideas and nethods and
adapting to changing conditions

o Passionate: Enthusiasm for and commtnent to
our work team and i nprovenent

Ms. Fisher-Goad remarked that AEA's return to the state was
about rmanagi ng the appropriations in existing prograns, and
making sure it was providing the best return to the
cormunities that benefitted from energy prograns and
proj ects.

V5. Fi sher- Goad spoke about slide 5, " Rur al Ener gy
Systens":

» AEA is the state entity that serves rural Al aska
from planning to construction of energy systens and
fromutility, bulk fuel and power house training to
emer gency response.

Ms. Fisher-Goad commented that AEA' s rural energy systens
were one of its nore unique areas of operation, and one
with a great deal of history and expertise wthin the
state. AEA was the only entity to serve rural Al aska
through planning and constructing energy systens for
community utilities, bulk fuel, and powerhouses. She
expl ai ned that once the infrastructure was constructed, AEA
had prograns with training, circuit-rider assistance, and
ener gency response when needed.

2:35:25 PM

Ms. Goad addressed the question of whether a private
corporation or entity could provide simlar services to
AEA. She relayed that AEA funding was from federal or state
dollars, and it utilized private contractors for work being
done.

Ms. Fisher-Goad showed slide 6, "Communities Benefit from

Rur al | nfrastructure | nvest ment s, " and slide 7,
"Contractors Benefit from Rur al | nfrastructure
| nvestnents,” noting that of the last six Rural Power

System Upgrade (RPSU) projects that AEA had done, al nost 70
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percent had wutilized contractors through a conpetitive
bi ddi ng process.

Senat or Bi shop had heard from private contractors that they
would like to see nore AEA project work within the private
sector. He asked Ms. Fisher-Goad to conment on the matter.

Ms. Fisher-Goad stated that AEA did utilize contractors in
the private sector, and furthered that she had a report
with detailed information about the process that |I|isted
contractors that AEA had used in the past. She reiterated
that 70 percent of projects wused contractors after a
conpetitive bidding process. She drew attention to the
graph on slide 7, noting that the blue section was related
to engineering firns, and the green sections were
representative of the various parts of powerhouse nodul es.

Ms. Fisher-Goad continued that there were renote utility
wor kers that were enployed by AEA who worked and nmanaged
the projects on behalf of communities. She enphasized that
AEA strove to use the private sector as nmuch as possible
and stated that the purpose of slide 7 was to denonstrate
how much of the work went to the private sector to build
projects. She discussed the ongoing work AEA did wth
communities and the significantly increased expense to pay
a conplete bid for a project. She thought AEA was
maxi m zing private sector contractors as nuch as possible,
and was | ooking at nodule |abor as one area in to utilize
nore private contractors.

2:38: 54 PM

Ms. Fisher-Goad continued to discuss RPSU projects. She
di scussed earlier work using federal funds from the Denal
Comm ssion, and noted that the powerhouses being updated at
the tinme were wooden structures in rural Al aska. The Denali
Comm ssion had wanted AEA to work on devel opnent of steel-
frame structures, for powerhouses to last for 50 years. She
di scussed work that AEA had done to develop a nodul e that
had a greater |ife span. She recounted building the nodul es
in Anchorage using contracted work, and then noving the
nodul es out to the community.

Co- Chair MacKinnon stated that there were assertions that
i ndividuals who went to work for AEA and then left the
authority and becane contractors, while charging nore funds
and taking jobs from the private sector. She wondered if
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there was a code of conduct or code of ethics that would
prevent such an occurrence.

V5. Fi sher-Goad expressed that she was hearing the
assertion for the first time. She had been with AEA for 15
years, and could not think of an individual that had
previously worked for AEA and later worked as an AEA
contractor. She <continued that she had a report that
provided greater detail on the conpetitive bidding process,
as well as nore detail on the amount of bids and who was
awar ded. She thought the information would elucidate nore
background on AEA's work and its utilization of the private
sector.

2:42:43 PM

Co- Chai r MacKi nnon asked i f AEA did sol e-source
contracting, or if it had a conpetitive bid process that
conpared costs.

Ms. Fisher-Goad stated that AEA had several engineering
contracts and sone construction managers that had conpl eted
an up-front and conpetitive process. She furthered that AEA
had a shared services procurenent staff w th Al DEA

Co- Chair MacKi nnon asked if simlarities would be found if
the current contracts were exam ned and conpared to a state
payrol |l 1ist.

Ms. Fisher-Goad agreed to provide the relevant information.

Senator Bishop asked if AEA had a separation package that
i ncluded a "no conpete" provision for up to a year.

Ms. Fisher-CGoad stated that all AEA enployees would follow
t he Executive Branch Ethics Act, which would limt the work
that an enpl oyee could participate in post-enploynent.

Co- Chair MacKi nnon stated that the issue was brought to her
attention when she served in the other body, and then again
three years previously. She thought the issue was not new.

Ms. Fisher-Goad di scussed the reasons for the generation of
the report, which included the subject of conpeting with
the private sector. She considered that AEA had a
responsibility for the investnent t hat the federal
government and the state had nade in the projects. She
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suggested that AEA utilized the private sector, but did not
conpet e W th t he private sector. She enphasi zed
i npl enmenting a process, and applying public dollars in the
nost effective way possible to benefit the communiti es.

2:46: 02 PM

Ms. Fisher-Goad presented slide 8, "Contractors Benefit
from Rural Infrastructure Investnents,” which depicted a
bar graph entitled "AEA Bul k Fuel Upgrade Conbi ned Project
Summary." She stated that the slide was simlar to the

previous slide in showing the anpbunt of work that went to
private sector contractors.

Ms. Fisher-Goad showed slide 9, "Procurenent Delegations,”
which showed two flow charts representing Al DEA and AEA
The slide showed that procurenent enployees worked on both
Al DEA and AEA. She continued that AEA was subject to the
State Procurenent Code for all its projects, such as the
work for the Susitna-Watana Dam project or any of the AEA-
owned assets. She continued that AEA also followed the
Federal Acquisition Regulation (FAR) system of rules under
the federally funded procurenment process when working wth
federal funds.

Ms. Fisher-Goad continued on slide 9, and detailed that
procurenents done on behalf of grant recipients (such as
bul k fuel and RPSU projects) would fall under AAC Title 3,
Chapter 108 regulations. The regulations were adopted to
elucidate the process, as the projects were not
specifically subject to the state procurenent code. She
noted that AEA procurenent regulations were in parallel to
AS  36. 30, and also followed the AIDEA non-exenpt
procurenent rul es. She explained that AIDEA had an
all omwance in the state procurenent code that allowed it to
adopt its own rules to neet specific needs.

Co- Chair MacKinnon asked if M. Fisher-Goad was neking a
di stinction between procurenents done on behalf of grant
recipients, in order to fit a rural conmunity issue.

Ms. Fisher-Goad stated that when AEA developed a grant
agreenent, primarily for bulk fuel and RPSU projects, it
was not subject to AS 36.60 (as for non-grant projects);
but rather to the AAC Title 3 Chapter 108 procurenent
regul ati ons devel oped by AEA. She added that because such
projects were grant agreenents, AEA worked very closely
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with the wutility to ensure that it was working wth
consideration of the energy infrastructure. She discussed
the level of service present on the grant projects, in
which AEA was able to provide oversight and construction
managenent if the community did not have the available
staffing.

Co- Chair MacKinnon asked if a grantee could have its own
pr ocur enent rul es t hat had differences from state
procur enent rul es.

Ms. Fisher-Goad related that there were specific issues
that rural conmunities may have, and AEA was able to use a
fl exi ble approach in the procurenent process to neet the
needs of the comunity and the project. She used | ocal
know edge of right-of-way access as an exanple. She
reiterated that AEA used AAC Title 3, Chapter 108 as a
gui di ng process.

2:50: 57 PM

Senator Bishop asked if AEA had a project that included
bui l di ng a power plant for Kipnuk, Al aska.

Ms. Fisher-Goad answered in the affirmati ve.

Senator Bishop asked for the total dollar anpunt of the
proj ect .

Ms. Fisher-Goad stated that there were several projects
happening in the area: a bulk fuel project, an RPSU
project, and an integrated wi nd project being worked on by
a private contractor. She agreed to get back to the
commnttee with the total dollar anount subject to the
Ki pnuk project. She continued that there was a staff
recomendation from the Denali Commission to include $1
mllion in federal dollars to help fund the bulk fuel
facility to ensure relocation took place. She explicated
that there were sone erosion issues present at the river,
and the bulk fuel portion of the project was waiting for
approval of the conmmssion to conplete funding for the
proj ect .

Senator Bishop requested to have the total cost of the

power plant, wth a breakdown of ©private contractor
i nvol venent and AEA i nvol venent.

Senat e Fi nance Comm ttee 27 03/16/16 1:37 P. M



Co- Chair MacKinnon concurred, and also wanted to see
information on the nultiple projects that were in one
community, in order to see how the projects were awarded.

Ms. Fisher-Goad spoke about slide 10, "Owning and Fi nancing
Energy Infrastructure":

» AEA has bonding authority and adm nisters the Power
Project Loan Fund, as well as owns the Bradl ey Lake
Hydroel ectric Project and the Al aska Intertie.

Ms. Fisher-Goad sunmarized that AEA had ownership and
participated in financing of energy infrastructure.

Ms. Fisher-Goad turned to slide 11, "State-owned Rail belt
Assets Benefit Ratepayers":

 AEA owns Railbelt energy infrastructure to the
benefit of ratepayers

o Bradley Lake Hydroelectric Project provides 10
percent of the Railbelt’s power at some of the
| owest Ocosts ($0.045 cents per kilowatt hour)

o Alaska Intertie is a debtOfree asset that
connects Northern and Southcentral wutilities,
resulting in $60,000 in annual savings to
Fai r banks custoners

Ms. Fisher-Goad discussed slide 12, "AEA Power Project Loan
Fund" which showed a spreadsheet entitled "Qutstanding
Loans and Loan Commitnents as of Decenber 31, 2015." She
referred to earlier comments by M. Springsteen (Al DEA)
concerning the Power Project Loan Fund (PPF); and specified
that both the AIDEA Director of Commercial Finance, and the
Al DEA Chief Financial Oficer sat on the AEA |oan
commttee. Further, AEA |oan servicing was handl ed through
Al DEA shared services. She noted that statute required
technical, economc, and financial feasibility studies for
PPF;, and the technical feasibility was handled by AEA s
subject matter experts. The AEA hydro-project mnanager
provi ded expertise on certain projects, and renote utility
workers and diesel experts also worked to help provide
technical assistance and feasibility analysis needed for
| oans. She asserted that PPF was unique, due to the type of
progranms as well as the statutory requirenents that AEA had
to fol l ow

2:55:13 PM
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MVs. Fi sher - Goad addr essed slide 13, "AEA  Bondi ng
Aut hority, ":

» AEA has bonding authority to issue revenue bonds for
capital projects
o Prior to 1993, bonds were issued for AEAOowned
projects as part of the energy program for
Al aska
o No fixedObonding limt
e 44.83.1000160 outlines bonding authorities
0 AEA nust have a revenue source to issue bonds,
likely a power sales agreenent for a power
pr oj ect
0 44.83.110: AEA can issue an noral obligation
= 44.83.110(h) noral obligations nust be
secured by a capital reserve fund wth
notice and annual reporting to the state
bond commttee and the Legislative Budget
and Audit Conmittee
0 44.83.100: AEA can enter into an agreement with
a private developer to contract to repay the
debt, including a provision to secure the bonds
(simlar to Al DEA)
= Muinici pal bond bank sets private activity
bondi ng capacity

Ms. Fisher-CGoad stated that AEA did not have the ability to
i ssue AEA general obligation bonds because it did not
possess the assets or specific revenue source.

Co-Chair MacKinnon asked to go back to slide 11, and
wondered how much the state paid for the Alaska Intertie,
and what the return on investnent total ed.

Ms. Fisher-Goad thought the asset investnent of the
intertie totaled $124 mllion. She stated that AEA did not
receive any type of revenue or return from the investnent.
The utilities that were subject to the intertie agreenent
paid for the managenent and the operation of the intertie.

Senat or Dunl eavy asked about the $60,000 in annual savings
listed on slide 11, and wondered if it was a result of
Fai rbanks having the opportunity to be part of a
hydroel ectric concept.
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V5. Fi sher-Goad thought the nunber Senator Dunl eavy
referred to was provided directly from the Colden Valley
El ectric Association, and was strictly related to purchase
from a Southcentral utility, and did not incorporate
savings from power from the Bradley Lake Hydroelectric
Proj ect.

Co- Chair MacKinnon asked if the state owned an asset for
which it was receiving zero value for. She acknow edged
that customers were getting $60,000 in savings from the
intertie.

Ms. Fisher-Goad answered in the affirmative. She continued
that the contractual relationship in many AEA projects were
not structured for the state to receive a return on
investnment, and offered that the state provided | ow cost
stabl e power to benefit Al askans.

Senat or Bi shop wondered about future replacenent costs and
thought it would be worth retaining a small portion of
assets for the eventuality.

Co- Chair MacKi nnon associ ated herself with Senator Bishop's
coment s.

2:59:24 PM

Vice-Chair Mcciche summarized that the Al aska Intertie
made natural -gas-fired excess electricity available to the
Interior. He wanted to see the actual annual savings, and
menti oned high fuel prices. He thought it was inportant to
consider how to pay for projects when faced with different
econom ¢ conditions.

Ms. Fisher-Goad was happy to work with the commttee on
statutory changes that would enable AEA to receive sone
kind of return on investnent. She understood that when the
program was devel oped, the primary objective had been to
reduce energy costs and provide benefit and value directly
to rate payers.

Vice-Chair Mcciche brought wup the concept of cost-
recovery, and thought that without it, the ability to help
further communities with infrastructure project needs woul d
be di m ni shed.
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Co- Chair MacKi nnon asked if there was a contract in state
statute with regard to ownership and how the Golden Valley
Electric Association was utilizing the resource for
cust oners.

Ms. Fisher-Goad was not sure of the specifics of the
structure of the Alaska Intertie, and stated she would
provide the information at a |ater date. She pointed out a
difference with the Bradley Lake Hydroelectric Project. She
explained that the power sales agreenent required an
obligation for wutilities to pay back the initial state
investment equivalent to the bond/debt service. She
recounted that in 2021, approximately $12.5 mllion would
be paid annually to the state against its origina
i nvest ment .

Co- Chair MacKi nnon asked if the anount enconpassed a rate
of return, or was wi thout interest.

Ms. Fisher-Goad thought the anmobunt equated to a zero |oan
proposal fromthe funds that were originally invested.

Co- Chair MacKinnon asked M. Fisher-Goad to give the
commttee information regarding whether it was possible to
nodify the intertie contract. She nentioned the Bradley
Lake Hydroelectric Project and also expressed curiosity
about the kilowatt hour charge.

Vice-Chair M cciche wondered about the connection between
AEA and the Power Cost Equalization (PCE) program He asked
if there was communication between the entities, and
wondered if there could be adjustnents mnade when AEA
conpl eted a project and brought down the cost of energy.

Co- Chair MacKinnon related that she had been discussing the
issue with Senator Hoffman, as they both served on the
Renewabl e Energy Fund Advisory Conmittee. She noted that
Senator Hof fman was not present to offer conmment, and she
ventured that he would argue that the costs were very high
and the PCE conponent was limted to 500 kilowatts. She
pointed out that the consuner that used in excess of the
limt of kilowatt hours would use a great deal nore and pay
a higher cost. She thought the matter would be a valid
conversation topic, as would the subject of contracts.

3:04:50 PM
AT EASE
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3:05: 07 PM
RECONVENED

Co- Chair MacKinnon stated that the commttee would review
the remaining slides, and asked Ms. Fisher-Goad to provide
a witten response to the 12 questions that had been sent
via email on Mrch 11, 2016. She advised that she would
distribute the response to commttee nenbers, and suggested
that nenbers send any remaining questions to her office so
as to get answers from AEA

Senator O son asked about slide 12, on which $232,000 was
listed for a project in Newtok, Al aska. He wondered if AEA
normally allowed financing to a comunity that would be
novi ng to anot her site.

Ms. Fisher-Goad stated that it was anticipated that the
assets could be noved to the new site when appropriate. She
noted that the facility in Newok was a well-run utility,
and the community had done a very good job nmanaging the
power house.

Co- Chair MacKinnon stated that there was good information
in the remaining slides, and restated that she would get
witten conments from AEA

Co- Chair MacKi nnon di scussed the schedule for the follow ng
day.

#
ADJ OURNIVENT
3:07:42 PM

The neeting was adjourned at 3:07 p. m

Senat e Fi nance Comm ttee 32 03/16/16 1:37 P. M



