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CS FOR HOUSE BILL NO. 105(ENE)
IN THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-NINTH LEGISLATURE - FIRST SESSION
BY THE HOUSE SPECIAL COMMITTEE ON ENERGY

Offered: 2/25/15
Referred: Resources, Labor and Commerce, Finance

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
"An Act relating to the programs and bonds of the Alaska Industrial Development and
Export Authority; related to the financing authorization through the Alaska Industrial
Development and Export Authority of a liquefied natural gas production plant and
natural gas energy projects and distribution systems in the state; amending and
repealing bond authorizations granted to the Alaska Industrial Development and Export

Authority; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 44.88.095(c) is amended to read:

(c) Before entering into a lease or other agreement under AS 44.88.090(e)
regarding a project for which the authority agrees to issue bonds in an amount in
excess of $10,000,000 [$6,000,000], there must be filed with the authority a certified
copy of a resolution of the governing body of the political subdivision of the state, if

any, in which the project is to be located, consenting to the location of the project. The
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consent need only refer to the general nature of the project ultimately to be acquired or

2 I financed, as set out in a request of the proposed project applicant. Before entering into

3 a lease or other agreement under AS 44.88.090(¢e) regarding a project, the authority

4 shall find, on the basis of all information reasonably available to it, that

5 (1) the project and its development under this chapter will be

6 | economically advantageous to the state and the general public welfare and will

s ‘ contribute to the economic growth of the state;

8 ln (2) the project applicant is financially responsible;

9 : (3) provision to meet increased demand on [UPON] public facilities
10 ? that might result from the project is reasonably assured; and
11 (4) the project will provide, or retain, employment reasonably related
12 to the amount of the financing by the authority, considering the amount of investment
13 for each [PER] employee for comparable facilities and other relevant factors.
14 * Sec. 2. AS 44.88.095(g) is amended to read:
15 (g) The authority may issue bonds in an amount greater than $25,000,000
16 [$10,000,000] to assist in the financing of a development project under AS 44.88.172 -
17 44.88.177 only if approved by law, excluding refunding bonds. Refunding bonds may
18 be issued without further approval by law in a principal amount sufficient to provide
19 funds for the payment of all bonds to be refunded by them and, in addition, for the
20 payment of all other amounts that the authority considers appropriate in connection
21 with the refunding, including expenses incident to the redeeming, calling, retiring, or
22 paying of the outstanding bonds, the funding of reserves, and the issuance of the
23 refunding bonds.
24 * Sec. 3. AS 44.88.155(d) is amended to read:
25 (d) A loan participation purchased by the authority with assets of the
26 enterprise development account or with proceeds of bonds secured by assets of the
27 enterprise development account
28 | (1) may not exceed $25,000,000 [$20,000,000]; however, in the case
29 of a loan participation for qualified energy development, the loan participation may
30 exceed $25,000,000 [$20,000,000] with legislative approval;
31 (2) may not be purchased unless
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(A) the project applicant is not, or, if the applicant is not a
single proprietorship, all members of the business enterprise or enterprises
constituting the project applicant are not, in default on another loan made by
the state or by a public corporation of the state; and

(B) at least 10 percent of the principal amount of the loan is!
retained by the loan originator, or the loan is for financing improvements in:
energy efficiency; |

(3) may not be purchased if the loan to be purchased exceeds 75
percent of the appraised value of the collateral offered as security for the loan unless |
the amount of the loan in excess of this limit is federally insured or guaranteed or is
insured by a qualified mortgage insurance company, except that the loan to be
purchased under this paragraph may not exceed the total of loan proceeds used to
refinance an existing debt plus the cost of new construction, expansion, or acquisition
unless the proceeds from the additional amounts of the loan to be purchased are
restricted to uses approved by the authority to finance commercial activity in the state
by a business enterprise;

(4) may not be purchased if the participation in the loan to be
purchased is for a term longer than the following, except that a loan under (A) or (C)
of this paragraph may not have a term longer than three-quarters of the authority's
estimate of the life of the collateral offered as security for the loan:

(A) 40 years from the date the loan is made in the case of a
loan participation for a project described in AS 44.88.900(11)(E);

(B) 50 years from the date the loan is made in the case of a loan
participation for qualified energy development;

(C) 25 years from the date the loan is made in the case of a loan
participation for other projects;

(5) may be made only if the participation in the loan to be purchased
contains amortization provisions; the amortization provisions

(A) must be complete and satisfactory to the authority and
require periodic payments by the borrower;
(B) may allow the loan originator to amortize the portion of the
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* Sec. 4. Section 2(a), ch. 27, SLA 1993, as amended by sec. 19, ch. 111, SLA 1996, is

amended to read:

* Sec. 5. The uncodified law of the State of Alaska enacted in sec. 11(a), ch. 26, SLA 2013,

is amended to read:
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loan retained by the loan originator using a shorter amortization schedule than
the amortization schedule for the portion of the loan held by the authority if
(i) in the authority's opinion, the project financed can

support the increased debt service; and

(ii) the accelerated amortization schedule is required to |

induce the originator to make the loan; |

(6) may be made only if the participation in the loan to be purchased is

in the form and contains the terms and provisions with respect to insurance, repairs,

alterations, payment of taxes and assessments, default reserves, delinquency charges,

default remedies, acceleration of maturity, secondary liens, and other matters the
authority prescribes; and

(7) may be made only if the participation in the loan to be purchased is

secured as to repayment by a mortgage or other security instrument in the manner the

authority determines is feasible to assure timely repayment under the loan documents

entered into with the borrower.

(a) The Alaska Industrial Development and Export Authority may issue bonds
to finance the acquisition, design, and construction of a port facility and [RELATED
LOADING AND CONVEYOR] equipment related to the development and operation
of a bulk commodity loading and shipping terminal, to be located at Point
MacKenzie [. THE TERMINAL MAY BE LOCATED ANYWHERE WITHIN
COOK INLET]. The facility will be owned by the authority. The principal amount of
the bonds may not exceed $50,000,000.

(a) The Alaska Industrial Development and Export Authority, through the
Alaska Industrial Development and Export Authority sustainable energy transmission
and supply development fund (AS 44.88.660), may provide financing up to a principal
amount of $275,000,000 for the development, construction, and installation of, and the

start-up costs of operation and maintenance for, a liquefied natural gas production
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plant and system and affiliated infrastructure in the state that will provide natural
gas to Interior Alaska [ON THE NORTH SLOPE] and [A] natural gas distribution
systems [SYSTEM] and affiliated infrastructure that will provide natural gas to [IN]
Interior Alaska.

* Sec. 6. The uncodified law of the State of Alaska enacted in sec. 25, ch. 123, SLA 1990,
as repealed and reenacted by sec. 1, ch. 3, FSSLA 1992, is amended to read:

Sec. 25. The Alaska Industrial Development and Export Authority may issue
bonds to finance the acquisition, design, and construction of aircraft maintenance air
cargo/air transport support facilities located at Anchorage International Airport, to be
owned by the Authority. The principal amount of the bonds may not exceed $28,000,000
[$85,000,000]. This section grants the legislative approval required by AS 44.88.095.

* Sec. 7. Section 3, ch. 27, SLA 1993; sec. 7, ch. 76, SLA 1995; sec. 24, ch. 111, SLA
1996; secs. 24(a) and 24(b), ch. 109, SLA 1998; sec. 24(d), ch. 109, SLA 1998, as amended
by sec. 1, ch. 93, SLA 2006; and sec. 1, ch. 37, SLA 2004, are repealed.

* Sec. 8. This Act takes effect immediately under AS 01.10.070(c).
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Governor Bill Walker Governor@Alaska.Gov

STATE OF ALASKA

February 10, 2015

The Honorable Mike Chenault
Speaker of the House

Alaska State Legislature

State Capitol, Room 208
Juneau, AK 99801-1182

Dear Speaker Chenault:

Under the authority of Article I11, Section 18 of the Alaska Constitution, I am transmitting a bill
relating to the programs of the Alaska Industrial Development and Export Authority (AIDEA). The
bill would increase the dollar amount limitations imposed on AIDEA in bond and loan participation
programs. The bill also would amend provisions relating to the authority of AIDEA to advance a
liquefied natural gas production plant and natural gas energy projects and distribution systems in the
state. Additionally, the bill would repeal eight bond authorizations for AIDEA that it has not used
and does not intend to use.

AIDEA is subject to dollar limits that it cannot exceed without obtaining approvals from the
Legislature or local governmental bodies. The dollar amount limitations restrict the bonds that
AIDEA may issue under its loan participation program or under its development finance program,
and they limit the loan participations AIDEA can purchasc from its own funds that are not detived
from bond proceeds.

The bill would amend AS 44.88.155 to authorize AIDEA to issue up to $25,000,000 in bonds for
loan participations without the necessity of obtaining prior legislative approval. The amendment to
AS 44.88.155 also would allow AIDEA to purchase loan patticipations up to $25,000,000 out of
AIDEA’s enterprise development account without the use of bond proceeds. The $25,000,000 limit
established in the bill’s amendment is a $5,000,000 increase over the existing limit now in effect.

The bill also would amend AS 44.88.095(g) to authorize AIDEA to issue up to $25,000,000 in bonds
for development finance projects without the necessity of obtaining prior legislative approval. The
$25,000,000 amount set in this section of the bill is a $15,000,000 increase over the existing limit
now in the statute.

In addition, the bill revises AIDEA’s dollar limit on issuing bonds for a project without obtaining a
certified resolution from the local governing body or the Regional Resource Advisory Council
consenting to the location of the project. The §10,000,000 limit in the bill is an increase over the
present $6,000,000 limit in AS 44.88.095(c).
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The dollar limits on AIDEA’s bonding authority and loan participation purchases were established
years ago and have not been adjusted for inflation. AIDEA needs to have its limits increased to keep
pace with inflation and to better reflect the current finance market environment. Also, increasing the
limits on AIDEA’s bonding authority and on its loan participations will allow AIDEA to finance
larger projects and thereby better fulfill its mission of promoting economic development in the state.
The existing bonding limits imposed on AIDEA have lessened its ability to utilize bonding as a
financing tool due to the time it takes to get authotization from the Legislature and to go through
the local government approval process.

The bill would amend AIDEA’s authorization with respect to financing a liquefied natural gas
production facility and affiliated infrastructure. The orginal enactment (Chap. 26, SLA 2013)
authorized AIDEA to provide up to $275,000,000 in financing under the sustainable energy
transmission and supply development (SETS) program for a liquefied natural gas production plant
on the North Slope and for a natural gas distribution system in Interior Alaska. The bill would
expand the authority to allow for the development, construction, and installation of, and the startup
costs of operation and maintenance for, a liquefied natural gas production plant and affiliated
infrastructure and natural gas energy projects and distribution systems and affiliated infrastructure in
the state. This broadening of AIDEA’s authorization would allow AIDEA the flexibility to finance
projects designed to address energy necds in the state.

In addition, the bill would repeal eight prior bond authorizations that AIDEA has not used or, in
one case, only partially used. These bond authorizations were for projects that did not proceed or
that went forward without using bond financing or the full amount of bond financing authorized.
The eight bond authorizations the bill would repeal are:

1) 1992 authorization to issue $85,000,000 in bonds for aircraft maintenance facilities at
the Anchorage International Airport; AIDEA issued $28,000,000 in bonds to finance
the FedEx maintenance hangar at the airport, but never issued the remaining
$57,000,000 in authorized bonds, and the $28,000,000 in bonds AIDEA actually
issued have now been fully repaid;

) 1993 authorization, amended in 1996, to issue $50,000,000 in bonds for bulk
commodity port facilities located within Cook Inlet;

©)) 1993 authorization to issue $50,000,000 in bonds for a seafood processing facility in
Anchorage;

©) 1995 authorization to issue $20,000,000 in bonds to finance the Kodiak rocket
launch complex and tracking station;

® 1998 authorization to issue $80,000,000 in bonds to expand and modify AIDEA’s
existing port facilities connected to the DeLong Mountain transportation system and
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to add new facilities to DeLong Mountain transportation system, which serve the
Red Dog Mine in the Northwest Arctic Borough;

© 1998 authorization to issue $30,000,000 in bonds to finance improvements to the
Nome port facilities;

)] 1998 authorization, amended in 2006, to issue $25,000,000 in bonds to finance the
development of Hatcher Pass in the Matanuska-Susitna Borough; and

8 2004 authorization to issue $20,000,000 in bonds to finance the development of a
port and related facilities at Slate Creck and Cascade Point on Lynn Canal in
Southeast Alaska.

Repealing these “stale” authorizations would allow AIDEA to remove them from AIDEA’s
financial statements and disclosure statements, which would strengthen AIDEA's creditworthiness
and its position with the bond-rating agencies and put AIDEA in a better position to proceed with
providing financing for a liquefied natural gas production and distribution system and natural gas
energy projects and distribution systems in the state.

I urge your prompt and favorable action on this measure.

Sincerely,
YA

Bill Walker

Governot

Enclosure



House Bill 105
AIDEA: Bonds; Programs; Loans; LNG Project
Sectional Analysis

Sections 1 and 2: proposes related changes to AS 44.88.095(c) and (g) which places limitations in
regards to the amounts of bonds issued for financing projects. AIDEA is recommending bond
limitation increases with regards to two bond limitation statutes: AS 44.88.095(c); AS 44.88.095(g).
Section 1 will increase the limit under AS 44.88.095(c) from $6 million to $10 million. 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 Unorganized Borough) consenting to the location
of a project if AIDEA is to issue bonds exceeding $6,000,000. AIDEA recommends that this cap
be increased to $10,000,000 to better reflect the true costs of projects in 2015.

Section 2 would increase the limit under AS 44.88.095(g) from $10 million to $25 million. AS
44.88.095(g) requires that AIDEA receive legislative approval to issue bonds in amount over $10
million to finance a development project. The current bond limitations have lessened AIDEA’s
ability to utilize bonding as a tool in funding small to mid-size projects due to the time it takes to get
authorization from the Legislature and to go through the community authorization process.
Additionally, it is recommending the dollar amount of bond limitations be in parity with the dollar
amount limit on loan participations AS 44.88.155(d)(1) since loan participations may be funded
through bond issuances.

Section 3: would change the loan participation limit under AS 44.88.155 (d)(1) to $25 million
(current limit - $20 million) and $25 million (cutrent limit - $20 million) for a loan participation for a
qualified energy project without the necessity of obtaining prior legislative approval. Increasing the
limits would allow AIDEA to provide more of the financing for a large commercial project and a
qualified energy project and provide better financing terms for those projects.

Section 4: is a change to the uncodified law [11(a), ch. 26, SA 2013] that deals with the Interior
Energy Project (IEP). Section 4 deletes the phrase “On the North Slope” and changes it to “in the
state” and broadens the scope of the project to include natural gas energy projects in the state so
that natural gas can be sourced anywhere in the state. AIDEA has determined that it in order to
better meet the goals of the Interior Energy project, AIDEA needs the flexibility to look at and
consider multiples sources of natural gas rather than being limited to the North Slope.

Sections 5 and 6: repeal Legislative Bond Authorizations (1994 through 2004) under 44.88.095(g)
for potential projects that were determined not to be feasible or did not move forward for other
reasons. The repeal of these authorizations would be beneficial to AIDEA’s bond rating as AIDEA
moves forward to utilize its bonding capacity for future projects. Authorizations to be repealed
would include authorizations for:

$55,000,000 for acquisition of transport support facilities at Ted Stevens Airport.
$50,000,000 for a bulk commodity terminal in Cook Inlet.

$50,000,000 for construction of processing facility for seafood (ASI).

$20,000,000 to assist in construction of Kodiak launch complex facilities.

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

$30,000,000 to finance improvement at Nome port facility.

$25,000,000 to finance development at Hatcher Pass located in Matanuska-Susitna Borough.
$20,000,000 to finance construction of port facilities on Lin Canal.

e RO A il o



Sec 1:

Sec 2:

Sec 3:

Sec 4:

Sec 5:

Sec 6:

Sec 7:

Sec 8:

ZIDEN

Alaska Industrial Development
and Export Authority

EXPLANATION OF CHANGES
House Bill 105
AIDEA Programs and Bonds Authorizations / LNG Financing
Version A to Version H

Page 2, line 9 — drafting style revision changing the word “upon” to “on”
No change
No change

Insert a new section which renews approval of a previous AIDEA bond
authorization for a bulk commodity loading and shipping terminal and redefines
the location for the facility to be Point MacKenzie. The dollar amount of the
prior approval is unchanged.

Restructures and renumbers the wording from Sec. 4 of version A dealing with
financing of a LNG plant to supply Interior energy needs. Version A repealed
the existing requirement that the LNG plant be on the North Slope and the
affiliated natural gas distribution system be in Interior Alaska. Version H inserts
language to ensure the LNG plant and the associated natural gas distribution
infrastructure remains focused on Interior Alaska energy needs. Version H also
acknowledges the current Interior plan for natural gas distribution involves two
“systems” in order to reflect the RCA decision to grant a certificate of public
convenience and necessity to the Interior Gas Utility for the area outside the
service territory currently served by Fairbanks Natural Gas.

Renumbers wording that appeared as Sec. 5 in version A. The content of the
section is unchanged.

Renumbers wording that appeared as Sec 6 in version A. The AIDEA bond
authorization that is renewed and amended in Sec 4 of version H is removed
from the list of items to be repealed. With this one exception, the remaining
wording for the section is unchanged.

Renumbers wording that appears as Sec 7 in version A. No change in content.

aidea.org

813 West Northern Lights Boulevard Anchorage, Alaska 99503 T 907.771.3000 Toll Free (Alaska Only) 888.300.8534 F 907.771.3044



ZIDEAN

Alaska Industrial Development
and Export Authority

CS for House Bill 105 H/ENE
AIDEA: Bonds; Programs; Loans; LNG Project Sectional Analysis

Section 1: increases the limit under AS 44.88.095(c) from $6 million to $10 million. 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
Unotganized Borough) consenting to the location of a project if AIDEA is to issue bonds exceeding $6,000,000.
AIDEA recommends that this cap be increased to $10,000,000 to better reflect the true costs of projects in 2015.

Section 2: increases the limit under AS 44.88.095(g) from $10 million to $25 million. AS 44.88.095(g) requires that
AIDEA receive legislative approval to issue bonds in amounts over $10 million to finance a development project.
The current bond limitations have lessened AIDEA’s ability to utilize bonding as a tool in funding small to mid-size
projects due to the time it takes to get authorization from the Legislature and to go through the community
authorization process. Additionally, AIDEA is recommending the dollar amount of bond limitations be the same as
the dollar amount limit on loan participations AS 44.88.155(d)(1) since loan participations may be funded through
bond issuances.

Section 3: changes the loan participation limit under AS 44.88.155(d)(1) to $25 million (current limit - $20 million),
and $25 million (cutrent limit - $20 million) for a loan participation for a qualified energy project without the
necessity of obtaining prior legislative approval. Increasing the limits would allow AIDEA to provide more of the
financing for a large commercial project and a qualified energy project and provide better financing terms for those
projects.

Section 4: refreshes a previous AIDEA bond authorization for a bulk commodity handling facility in Cook Inlet.
The language requires the facility to be located at Point MacKenzie.

Section 5: changes the uncodified law [11(a), ch. 26, SLA 2013] that deals with the Interior Energy Project (IEP).
Section 5 deletes the phrase “on the North Slope” and changes it to “in the state that will provide natural gas to
Interior Alaska” so that natural gas can be soutrced anywhere in the state. The section also clarifies that existing IEP
financing can be used to support more than one natural gas distribution system in Interior Alaska. AIDEA has
determined that the goals of the IEP will be better served if AIDEA has the flexibility to look at and consider
multiples soutces of natural gas rather than being limited to the North Slope.

Sections 6: reduces a previous AIDEA bond authorization at the Anchorage International Airport from $85,000,000
to $28,000,000.

Section 7: 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 move forward for other reasons. The repeal of these authorizations
would be beneficial to AIDEA’s bond rating as AIDEA moves forward to utilize its bonding capacity for future
projects. Authorizations to be repealed include:

1. $50,000,000 for construction of processing facility for seafood (ASI) - 1993 authorization.
$20,000,000 to assist in construction of Kodiak launch complex facilities 1995 authorization.
$80,000,000 to fund expansion at Red Dog port — 1998 authorization.
$30,000,000 to finance improvement at Nome port facility — 1998 authorization.
$25,000,000 to finance development at Hatcher Pass located in Matanuska-Susitna Borough —

amended 2006 authorization.
$20,000,000 to finance construction of port facilities on Lynn Canal — 2004 authorization.
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State of Alaska

2015 Legislative Session

Fiscal Note

Bill Version:
Fiscal Note Number:
(H) Publish Date:

HB 105
1
2/11/2015

Identifier  L0019-DCCED-AIDEA-02-10-15 Department: Department of Commerce, Community and
Title: AIDEA: BONDS;PROGRAMS;LOANS;LNG Economic Development
PROJECT Appropriation: Alaska Industrial Development and Export
Sponsor:  RLS BY REQUEST OF THE GOVERNOR Authority
Requester: Rules By the Request of the Governor Allocation: Alaska Industrial Development and Export
Authority
OMB Component Number: 1234
Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below. _ _ (Thousands of Dollars)_
Included in |
FY2016 Governor's
Appropriation FY2016 Out-Year Cost Estimates
Requested Request
OPERATING EXPENDITURES FY 2016 FY 2016 FY 2017 FY 2018 FY 2019 FY 2020 FY 2021
Personal Services _ e
Travel e
Services
Commodities
Capital Outlay ]
Grants & Benefits }
Miscellaneous
Total Operating 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Fund Source (Operating Only
| None
Total 0.0 0.0 0.0 0.0 0.0 0.0 0.0
Positions .
Full-time
Part-time
Temporary
[Change in Revenues T [ | | | I [ ]
Estimated SUPPLEMENTAL (FY2015) cost: 0.0 (separate supplemental appropriation required)
(discuss reasons and fund source(s) in analysis section)
Estimated CAPITAL (FY2016) cost: 0.0 (separate capital appropriation required)
(discuss reasons and fund source(s) in analysis section)
ASSOCIATED REGULATIONS
Does the bill direct, or will the bill result in, regulation changes adopted by your agency? no
If yes, by what date are the regulations to be adopted, amended or repealed?
Why this fiscal note differs from previous version: . —
[initial version ]
Prepared By: Ted Leonard, Executive Director Phone. (807)771-3050
Division: Alaska Industrial Development and Export Authority Date: 02/10/2015 07:00 PM
Approved By: Catherine Reardon, Director Date. 02/10/15
Agency: Division of Administrative Services
Printed 2/11/2015 Page 1 of 2 Control Code wZeEX
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FISCAL NOTE ANALYSIS

STATE OF ALASKA
2015 LEGISLATIVE SESSION

Analysis

This bill does not have a fiscal impact.

HB 105 - Fiscal Note 1

This bill would increase the dollar amount limitations on bond and loan participation and amend provisions of AIDEA's
authority in advancing a liquified natural gas production plant and natural gas energy projects and distribution systems.
Finally, this bill repeals unused bond authorities that are not used and are not intended to be used

(Revsed 10/302074 OMB

L0019-DCCED-AIDEA-02-10-15

Page 2 of 2

ConTol Coge v.ZeEx



HB 105 Fact Sheet
AIDEA: Bonds; Programs; Loans; LNG Project

Structural Changes
1. Updates the dollar limitations that have been in several AIDEA statutes for 10 to 25 years. The
proposed increases reflect adjusting the limits for inflation.

2. Amends provisions relating to AIDEA’s authority to advance a liquefied natural gas production
system and natural gas energy projects which would allow AIDEA the flexibility to look at and
consider multiples sources of natural gas rather than being limited to the North Slope in order to
meet the goals of the Interior Energy Project.

3. Provides a clean-up of AIDEA’s statutes by repealing eight outdated bond authorizations for
which there is no longer any use, thereby eliminating an unnecessary issue for AIDEA in the
credit markets.

Changes to Dollar Limitations of Bonding for Development Finance Projects
AIDEA supports economic development through several programs, one of which is providing
project development financing for Alaska projects. AIDEA statutes limit the amounts it can finance
through the issuance of bonds for a project. The current statutes require the agency to seek
legislative approval for bond financing of a project if it plans to issue bonds in the amount greater
than $10 million. The limitations in the current statutes were established 25 years ago in 1990 and
have not been changed. As a result, due to inflation and rising construction costs, the size of
projects that AIDEA can finance is much lower now than it was when these limitations were put in
place 25 years ago.

HB 105 would amend AS 44.88.095(g) to authorize AIDEA to issue up to $25 million in bonds for
development finance projects without seeking prior legislative approval. A comparable increase is
sought in AIDEA’s requirement to seek approval for issuing bonds from a local governing body or
Regional Resource Advisory Council - from the current limit of $6 million to $10 million. Increasing
the Bonding limits under 44.88.095(c) and 44.88.095(g), would allow AIDEA the ability utilize
bonds as a finance tool in funding small to midsize development projects. These limits have not
been adjusted since 1990 and 25 years later should be adjusted for inflation and the cost of doing
business in this state. Currently, based on the time it takes to go to the Legislature and obtain
community approval for a bond authorization, utilizing bonds as financing tool for funding a small
to midsize development project under these bonding limits is not feasible. Giving AIDEA the
flexibility to utilize bonds as a tool in financing these development projects would allow AIDEA to
better manage its overall financial capacity and would allow projects to obtain a lower overall cost of
capital.

Change to Loan Participation Limit
AIDEA is subject to dollar limits that it cannot exceed without obtaining approval from the
legislature or local governmental bodies. One of these limitations affects AIDEA’s loan participation
program under which it makes loans in conjunction with commercial financial institutions, such as
banks and credit unions for commercial projects and qualified energy projects. The current
limitation restricts the size of the loan participation to $20 million for a commercial project and $20




million of loan participation for a qualified energy project without the necessity of obtaining prior
legislative approval. This limit has been in place since 2005 and has not been adjusted for inflation.
The dollar amount would be approximately $24.4 million adjusted for inflation.

HB 105 would amend AS 44.88.155 to authorize AIDEA to issue up to $25 million for a
commercial loan participation and $25 million for a qualified energy loan participation without the
necessity of obtaining prior legislative approval. AIDEA’s management and staff believe that
increasing the limit on participation loans would allow AIDEA to provide more of the financing for
a large commercial projects and qualified energy projects and provide better financing terms for
those projects.

Providing More Flexibility in Meeting Goals of the Interior Energy Project
Previous legislation provides a funding mechanism for the Interior Energy Project. The goals of the
IEP are to supply natural gas to Interior Alaska at the lowest cost possible; to as many Alaska
customers as possible; and as soon as possible. Under the legislation, AIDEA funding for the
development of a Liquefied Natural Gas (LNG) plant for the IEP was restricted to the North Slope.
AIDEA has determined that it in order to better meet the goals of the Interior Energy project,
AIDEA needs the flexibility to look at and consider multiples sources of natural gas rather than
being limited to the North Slope.

Proposed HB 105 would amend AIDEA’s authorization with respect to financing a liquefied natural
gas production facility and affiliated infrastructure. It would remove the North Slope limitation and
allow AIDEA to pursue the construction of an LNG plant (or plants) and Natural Gas Projects
anywhere in the state using any gas source that is economically feasible to support the IEP.

Repeal of Outdated Bond Authorizations
AIDEA’s statutes currently include several authorizations to issue bonds for projects that AIDEA
long ago determined not to be feasible or did not move forward for other reasons. Also, in one case,
the project did not need the full amount authorized. These outdated authorizations on its books
range from 1994 through 2004 and remain valid until repealed by the Legislature.

The presence of these outdated bond authotizations continues to be a topic of discussion with credit
rating agencies when AIDEA presents potential bond issues to the credit markets. To eliminate any
uncertainty, the bill proposes the repeal of these eight prior bond authorizations.

AIDEA’s staff and financial advisors believe that it could be beneficial to our bond rating to repeal
these authorizations as AIDEA moves forward to utilize its bonding capacity for future projects.
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29-GH1019\H.9

Shutts
4/7/15
AMENDMENT ’
OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER

TO: CSHB 105(ENE)

Page 1, line 2:

Delete "related"

Insert "requiring the Alaska Industrial Development and Export Authority to
deliver to the legislature reports relating to the Interior energy project; relating"

Page 5, following line 14:

Insert a new bill section to read:

"* Sec. 8. The uncodified law of the State of Alaska is amended by adding a new section to
read:

REPORT. (a) The Alaska Industrial Development and Export Authority shall submit
quarterly to the legislature a written report on the Interior energy project. The authority shall
deliver the report to the senate secretary and the chief clerk of the house of representatives
and notify the legislature that the report is available. The report must include

(1) a description of project progress on all components;

(2) an update on the status of local distribution infrastructure buildout;

(3) to-date and anticipated conversions; and

(4) a financial accounting of funds expended and funds anticipated to be spent,
including loans, grants, and bonds.

(b) If requested, the Alaska Industrial Development and Export Authority shall
provide a project briefing on the Interior energy project to the Legislative Budget and Audit
Committee."

Renumber the following bill section accordingly.
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Shutts
4/4/15
AMENDMENT 7 7
OFFERED IN THE HOUSE BY REPRESENTATIVE TALERICO

TO: CSHB 105(ENE)

Page 1, following line 7:
Insert a new bill section to read:
"* Section 1. The uncodified law of the State of Alaska is amended by adding a new section
to read:
LEGISLATIVE INTENT. It is the intent of the legislature that the financing
authorized in sec. 6 of this Act be used only for the Interior energy project described in sec. 6
of this Act."

Page 1, line 8:
Delete "Section 1"
Insert "Sec. 2"

Renumber the following bill sections accordingly.
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Shutts
415
AMENDMENT 4 3
OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER

TO: CSHB 105(ENE)

1  Page 1, following line 7:

2 Insert a new bill section to read:

3 "* Section 1. AS 42.05.711(b) is amended to read:

4 (b) Except as otherwise provided in this subsection and in (o) of this section,
5 public utilities owned and operated by a political subdivision of the state, or electric
6 operating entities established as the instrumentality of two or more public utilities
7 owned and operated by political subdivisions of the state, are exempt from this
8 chapter, other than AS 42.05.221 - 42.05.281 and 42.05.385. However,

9 (1) the goveming body of a political subdivision may elect to be

10 subject to this chapter; [AND]

11 (2) a utility or electric operating entity that is owned and operated by a
12 political subdivision and that directly competes with another utility or electric
13 operating entity is subject to this chapter and any other utility or electric operating
14 entity owned and operated by the political subdivision is also subject to this chapter;
15 this paragraph does not apply to a utility or electric operating entity owned and
16 operated by a political subdivision that competes with a telecommunications utility;

17
18
19
20

21
22
23
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Shutts
4/6/15

AMENDMENT -/~ 4f
OFFERED IN THE HOUSE
TO: CSHB 105(ENE)

Page 2, line 17:

i
2 Delete "law"
3 Insert "the legislature [LAW]"
4
5 Page4, lines 16 - 24:
6 Deléte all material and insert:
7 "*Sec.4.AS4488900(16)lsamendedtoread.
8 - (16) qualiﬁedmergydevelopment memsadevclopmeutinthem"
9 that involves
10 (A) uansm:ssnon, genuahon. consarvahon, storage, or
11 distribution of heat or electricity;
12 (B) liquefaction, regasxﬁeauon, dlstn‘buuon,stonge,ormeof
13 mixtu i parag:
14. _M_Mmmhmmmmemﬁf“
15 msportingnatqralgasﬁnmtheNormSlopeorCookInlettommketm
17 ) .
18 (C) distribution or storage of refined petroleum prodiscts;”
19 ' ' '
20 Page S5, line2:
21 Following "Alaska": .
2 Insert "as a primary market"
23 Following "gas": '



WO -

29-GH1019\H.6
Insert "delivery and"

Page 5, line 12, following "Sgction":
Insert "2, ch. 27, SLA 1993, as amended by sec. 19, ch. 111, SLA 1996; sec."
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29-GH1019\H.8

Shutts
4/6/15
AMENDMENT ;;t 4
OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER

TO: CSHB 105(ENE)

Page 4, following line 15:
Insert new bill sections to read:
"* Sec. 4. AS 44.88.170(a) is amended to read:
(a) Except as provided in (c) of this section, nothing [NOTHING] in this
chapter prevents the inclusion in a lease or other agreement relating to a project of a
provision granting the right to purchase the project, or to renew or extend the lease or
agreement, upon the terms and conditions which may be provided for in the lease or
agreement.
* Sec. 5. AS 44.88.170 is amended by adding a new subsection to read:
(c) Unless the authority has obtained legislative approval, the authority may
not purchase or acquire gas reserves or a gas lease or become a working interest owner

of a natural gas lease."

Renumber the following bill sections accordingly.
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Shutts
3/28/15
AMENDMENT :ﬁ: 6
OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER

TO: CSHB 105(ENE)

Page 5, line 4, following "Alaska":
Insert ", if the Alas

ject plan and ives legislative approval of the e proj mu

(1) identify the source of the natural gas;

(2) include the estimated cost of the project; and

(3) include the estimated price of natural gas under the project for
natural gas utilities in Fairbanks before distribution to consumers"
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29-GH1019\H.10

Shutts
4INs
AMENDMENT /7 7
OFFERED IN THE HOUSE BY REPRESENTATIVE HAWKER

TO: CSHB 105(ENE)

Page 4, following line 15:
Insert new bill sections to read:
"* Sec. 4. AS 44.88.170(n) is amended to read:
(a) Excepts ded ir f ¢ ction, nothin
chmﬁmem&emlmmmahmmmwm:ﬂngmapmjwtofu
provision granting the right to purchase the project, or to renew or extend the lease or
agreement, upon the terms and conditions that [WHICH] may be provided for in the
lease or agreement.
* Sec. 5. AS 44.88.170 is amended by adding a new subsection to read:
(c) The authority may not negotiate or enter into a gas supply contract with a
natural gas producer unless
(1) the contract is between a natural gas producer and natural gas distribution
utility that is owned by the authority or a subsidiary corporation of the authority and
the contract is for the natural gas producer to provide the utility, and only the ptility,
with a natural gas supply for distribution to customers of the utility; or
(2) the authority obtains legislative approval."

Renumber the following bill sections accordingly.
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By: John Davies

Diane Hutchison
Introduced: 02/26/2015
Adopted: 02/26/2015

FAIRBANKS NORTH STAR BOROUGH
RESOLUTION NO. 2015 - 08

A RESOLUTION OF APPRECIATION AND SUPPORT FOR THE ALASKA INDUSTRIAL
DEVELOPMENT AND EXPORT AUTHORITY’S CONTINUED COMMITMENT TO
MEETING THE GOALS OF THE INTERIOR ENERGY PROJECT

WHEREAS, the Fairbanks North Star Borough, the City of North Pole and the
City of Fairbanks created the Interior Gas Utility (IGU) to facilitate the availability of natural
gas to the most residents, at the earliest date, and for the least cost (about $15/mmbtu) ;
and

WHEREAS, in 2013 Governor Sean Parnell and the State legislature
approved and significantly funded the Alaska Industrial Development and Export Authority
(AIDEA) to form the Interior Energy Project (IEP) which was initially focused on trucking
natural gas from a processing plant on the North Slope to utilities in the Interior; and

WHEREAS, in December 2013, the AIDEA board of directors reexamined the
focus on the North Slope and considered options available to source the gas from Cook
Inlet and decided that none of them could meet the IEP goals at that time; and

WHEREAS, in 2014, AIDEA moved ahead with the plan to build a processing
plant on the North Slope, but that plan, proposed by MWH Global, Inc. (MWH), failed to
meet the Concession Agreement requirements and the IEP goals and therefore has been
abandoned; and

WHEREAS, with the failure of the MWH plan, AIDEA put all options back on
the table, reopened the Cook Inlet options, and is pursuing an approach to purchase
PENTEX, the parent company of Fairbanks Natural Gas (FNG), as part of the best way to
meet th<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>