M NUTES
SENATE FI NANCE COWM TTEE
May 18, 2002
10: 13 AM

TAPES

SFC-02 2nd SS #2, Side A

CALL TO ORDER

Co-Chair Pete Kelly convened the neeting at approximately 10:13 AM
PRESENT

Senator Pete Kelly, Co-Chair
Senat or Dave Donl ey, Co-Chair
Senator Lyda G een

Senator Gary W/ ken

Senat or Al an Aust er man
Senat or Lyman Hof f man

Senat or Donal d 4 son

Senator Loren Lenan

Al so Attendi ng: SENATOR RI CK HALFORD, CAROL CARROLL, Director,
Adm nistrative Services Division, Departnent of Mlitary and
Veterans Affairs

Attending via Tel econference: There were no teleconference
partici pants.

SUMVARY | NFORMVATI ON

SB2002- MUNI Cl PAL BOND REI MBURSEMENT

The Conmmttee adopted an anendnent and reported the bill from
Committee.

SB2005- MUNI Cl PAL BOND REI MBURSENMENT
The bill npoved from Comm ttee.
SB2004- G. O. BONDS: SCHOOLS/ MUSEUM UNI VERSI TY

The bill npoved from Comm ttee.
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SB2009- ALASKA VETERANS ADVI SORY COUNCI L

The Commttee heard fromthe Departnment of MIlitary and Veterans
Affairs. The bill nmoved from Conmittee.

SB2003- APPROP: STATE TROOPERS
The bill nmoved from Conmittee.

Co-Chair Kelly announced the legislation to be heard at this
meeting is simlar to legislation the Conmttee acted upon during
the regul ar | egislative session.

#SB2002

SENATE BI LL NO. 2002

"An Act relating to construction, rehabilitation, and
i mprovenent of schools and education-related facilities;
relating to rmunicipal bond reinbursenent for school
construction; and providing for an effective date.”

This was the first hearing for this bill in the Senate Finance
Conmittee.

Senator W/ ken questioned if this contains | anguage from HB 451 and
whet her it contains "any forward or backward |inkage".

SENATOR RICK HALFORD replied SB 2002 includes the anendnents
adopted by the Senate Rules Conmittee to the original HB 451, but
not those anendnents adopted by the full Senate. He infornmed he is
preparing an anmendnent to SB 2002 to address the length of the
program

Co-Chair Kelly ordered the bill HELD in Commttee.
#SB2005
SENATE BI LL NO. 2005

"An Act relating to nunicipal bond reinbursenent for school
construction; and providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Commi ttee.

Co-Chair Kelly explained this legislation is identical to the
original version of HB 451 and contains authorization to issue
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bonds. He noted it does not list specific projects.

Senator Austerman asked if the intent is to report SB 2005 fromthe
Senate Finance Conmmittee to be anended in the Senate Rules
Committee.

Co-Chair Kelly responded his intention is that no further action
woul d be taken on this bill once it is referred to the Senate Rul es
Comm ttee and that the bond authority would be granted t hrough SB
2002.

Senat or Austernman asked the reason for reporting SB 2005 fromthe
Senat e Finance Committ ee.

Co-Chair Kelly answered that in the event SB 2002 does not pass,
there would be opportunity to pass the nore limted provisions
contained in SB 2005. He stated agreenent exists on passage of at
| east mnimal bonding authority as contained in the original
version of HB 451, sponsored by Representative Janes.

Senator Wl ken clarified SB 2005 woul d be noved from Commttee to
allow for flexibility, which he supports.

Senator G een offered a nmotion to nove from Commttee, SB 2005 with
i ndi vi dual recomrendati ons.

There was no objection and SB 2005 MOVED from Comm ttee.
AT EASE 10: 20 AM/ 10: 22 AM
#SB 2002
SENATE BI LL NO. 2002
"An Act relating to construction, rehabilitation, and
i nprovenent of schools and education-related facilities;
relating to nunicipal bond reinbursement for school
construction; and providing for an effective date."
This bill was heard and held earlier in the neeting.
Senator Halford testified this |egislation does not include "the
tie-in provisions" under discussion for HB 451. He stated it does
i nclude provisions that clarify that the 70 percent rei nbursenent
program is subject to the full review and that the 60 percent
rei mbursenent programis subject to a | esser review.

Senator Halford noted a technical correction is necessary to
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replace "approved” with "revi ewed" on page 6, |ine 11.

Senator Hal ford next pointed out the bill stipulates the program
operates until the year 2008. He proposed changing this to 2006. He
al so noted the bill contains | anguage pertaining to a set amount of

state debt. He stated this amount is no l|longer certain and
recommended this | anguage be anended.

Senator Halford stressed that the approval of debt service would
remai n conti ngent upon approval of the rural bond package.

Senat or Hof f man spoke to the proposed change to shorten the | ength
of the program He detailed the |egislation would not take effect
in the current year until after voter approval for the bonds is
received in the Novenber 2002 general election. Therefore, the
program would be in effect fromthe year 2003 until 2006.

Senat or Hof fman cautioned to the di sproportionate anount of bonds
issued in 2006, the final year of the program by those
comunities, "which could disrupt the parody between what we
approved potentially for rural schools and the open-endedness. Even
thought there is a tine frane on it, there is not a nonetary
limt." He stated this could be unfair.

Senator Leman clarified the correct termnology in this context is
"school s i n unorgani zed boroughs”, rather than rural schools.

Senat or Hof f man agr eed.

Amendnent #1: This anendnent del etes the year "2008" and inserts
"2006" in each place it appears in the bill: page 6, lines 1 and 9,
and page 10, lines 6 and 14.

Thi s anendnent al so del etes "approved” and inserts "revi ewed" on
page 6, line 11. The anended | anguage of Section 6(a)(12) reads as
fol |l ows.

(12) subject to (h), (i), and (j)(2), (3), and (5)
of this section, 60 percent of paynents nmade by a
muni cipality during the fiscal year for the retirenment of
princi pal and interest on outstanding bonds, notes, or
ot her indebt edness authorized by the qualified voters of
the municipality on or after June 30, 1999, but before
July 1, 2006, to pay costs of school construction,
additions to schools, and major rehabilitation projects
and education related facilities that exceed $200, 000,
are reviewed under AS 14.07.020(a)(11), and are not
rei mbursed under (n) or (o) of this section.
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This anmendnent al so deletes "in the principal anmount of at | east
$240, 000, 000" following "state debt" on page 10, line 25. The
anended | anguage reads as foll ows.

Sec. 15. Sections 1,3,4,6-10, and 13 of this Act take
effect on the date that the director of elections certifies to
the revisor of statutes that a nmpjority of the qualified
voters of the state who vote on the question at the 2002
general election affirmatively voted to authorize the
contracting of state debt for the purpose of financing capital
i nprovenents and nmajor nmaintenance for schools in rural
educati onal attendance areas or nunicipal school districts.

Thi s anendnent al so gives authorization to the bill drafter to nmake
conform ng changes as necessary.

Senat or Leman noved for adoption.
The amendnent was ADOPTED wi t hout obj ecti on.

Senat or Austerman asked, "Is there a way to get to the nunber
Senat or Hof fman is tal ki ng about ?"

Co-Chair Kelly suggested the Senate Rules Conmttee could insert a
definitive anount into the |anguage of the bill. He opined that he
does not support inclusion of a specific dollar anmount.

Senator WIken referenced Section 6(a)(12) and asked if a
definition exists specifying what the review entails. He asserted
that a review could vary from "passing across one's desk"” to an
actual analysis follow ng guidelines.

Senator Halford replied regulatory authority would determ ne "the
ultimate decision” with regards to the 60 percent reinbursenent
program However, he stressed the intention is a "lower |evel of
authority” than required for the 70 percent reinbursenent program
He indicated the proposed project should be "closely education
rel ated" and contain a "standard of need", although it would not
require a formula for the nunber of students or the size of the
facility.

Senator WIken surmsed there would be no nethod to identify
whet her a school district is taking advantage of the bond program
using the 60 percent reinbursenent program

Senator Halford agreed a level of reviewis necessary to avoid the
program becom ng "engul fed" by abuse. However, he understood there

SFC- 02 (5) 05/ 18/ 02



is "basic authority”" within the Departnent of Education and Early
Devel opnent to address this issue.

Senator W1 ken asked if the Departnent determ ned an application
for a project receiving 60 percent reinbursenent is "over and
above" what is "proper for whatever reasons,"” whether there would
be a nethod to deny reinbursenent.

Senator Halford responded it would depend upon the |evel of
egregi ousness. He pointed out the Departnent could present the
application to the Legislature and the Legislature could take
action to deny rei nbursenent. He enphasi zed there woul d be adequat e
time to address the matter if it arose.

Senat or Austerman asked for a definition of "education related
facilities" as listed in the bill title on page 1, line 2. He
wanted to know if this is |limted to K-12, or whether a community
college could be interpreted to qualify.

Senator Hal ford understood such a definition exists.

Senator Halford then explained for Co-Chair Kelly that a |oca
el ection to approve school projects could not occur in the current
cal endar year because the authority to issue the bonds woul d not be
granted until the general election in Novenber 2002.

Co-Chair Kelly calculated the actual tinefrane of the program woul d
be approximtely two and one-half years rather than three years.

Senator Hoffrman reiterated the need to anticipate the projects and
their costs in order to appropriate funds for planning and design
of both rural and urban schools in advance. He enphasi zed the short
construction season and the limted tinme that shipnents could be
made to many rural communities. He suggested further discussion on
this matter.

Senator Hoffrman also asked whether this legislation could be
anended to "accommodate” the Wendler M ddl e School in Anchorage.

Senator Hal ford answered that the intent is to include the Wendl er
school project with the statew de general obligation bond package.

Senator Hoffman agreed this is one option and requested the
Adm nistration testify as to whether other options are avail abl e.

Senator Halford informed this is the only option identified by the

Anchorage School District; although, he qualified there could be
ot her opti ons.
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Senator Austernan clarified this issue nmust receive statew de voter
approval before local elections to approve specific bond issues
could be held. He assunmed that before a bond proposal is placed
before voters, a project nust be designed and pl anned. He shared
Senat or Hof fman's concerns about the limted tinmefrane.

Co-Chair Donley asked when the State's first bond debt
rei mbursenent paynment woul d cone due.

Senator Halford answered that the first appropriation could be
necessary in FY 04. He noted the majority of the paynments woul d not
begin until FY 05.

Co- Chair Donley commented, "It's going to be an interesting year."

Senat or Austerman asked if July 2006 is the deadline for |ocal bond
passage.

Senator Halford affirmed this is for the authorization portion.

Co- Chair Donl ey appreciated the conversation on Section 6 (12). He
commented this is "really a difficult question as far as trying to
free up school districts that wish to help pay for projects
t hensel ves from sone of the unfairness of the current Departnent of
Education and Early Developnent list [prioritizing school
construction projects] and their regul ations, but at the sane tine
keeping sonme reasonability for what gets developed into the
system "

Co-Chair Donley was concerned with AS 14.07.020(a)(11), which
al l ows the Departnment of Education and Early Devel opnent to adopt
regulations in "whatever way they see fit to regulate the

expenditure of noney in this area." He expressed, "I have not been
happy with the regul ati ons the bureaucrats over there have cooked
up over the years. | nean they're fanous for their one regulation

that did not count students in portable units as un-housed. That
was one of the nost unfair single regulations |I've ever seen in ny
tinme here, M. Chairman, and that canme out of the sanme Depart nent
that now has full authority to adopt new regul ations to cover that.
"' m concerned about what kind of an effect that will have and what
ki nd of new regulations will sprout out of the m nds of the people
at Departnent of Education over that because they have not shown a
propensity for fairness, in ny opinion, when it canme to this
programin the past. W had to overrule that regul ation by statute
last tine."

Co-Chair Kelly understood and noted the nmatter could be addressed
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when the Senate Rules Commttee hears this bill

Senator Hoffrman agreed the Departnent of Education and Early
Devel opnent regul atory interpretation of the provision relating to
students housed in portable facilities was unfair to the entire
State.

Senat or Austernan offered a notion to nove SB 2002 wi th indivi dua
recommendations from Conmi ttee.

There was no objection and CS SB 2002 (FIN) MOVED from Comm tt ee.
#SB2004

SENATE BI LL NO. 2004

"An Act relating to the issuance of general obligation bonds
for the purpose of paying the cost of design, construction,
and maj or mai ntenance of educational and nuseum facilities;
and providing for an effective date."”

This was the first hearing for this bill in the Senate Finance
Commi ttee.

Co-Chair Kelly informed that the | anguage in this bill is identica
to earlier legislation that was passed by the House of

Representatives during the regular |egislative session. He noted
the Conmttee woul d al so receive separate |egislation, which would
contain | anguage adopted by the House Finance Conmttee and is
identical to that adopted by the Senate Finance Comrittee in the
aforenentioned earlier legislation from the regular |egislative
sessi on.

Senator Green offered a notion to nove SB 2004 from Conmittee with
i ndi vi dual recomrendati ons.

W t hout objection SB 2004 MOVED from Conmi tt ee.
#SB2009
SENATE BI LL NO. 2009

"An Act establishing the Al aska Veterans Advisory Council; and
providing for an effective date."”

This was the first hearing for this bill in the Senate Finance
Commi ttee.
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Co-Chair Kelly asked if the language in this bill is identical to
previous legislation passed by the Senate during the regular
| egi sl ative session.

CARCL CARRCLL, Director, Admnistrative Services Division,
Departnent of Mlitary and Veterans Affairs, affirmed and noted the
earlier legislation did not receive a hearing in the House of
Represent ati ves.

Co-Chair Kelly asked about the effective date.

Ms. Carroll replied SB 2009 contains |anguage pertaining to the
effective date and the transition of the council into statute, both
of which were earlier adopted by the Senate Finance Conmittee.

Senator Green offered a notion to npve SB 2009, with individua
recommendat i ons and acconpanying fiscal note from Conm ttee.

There was no objection and SB 2009 with acconpanyi ng $3,500 fisca
note #1 fromthe Departnment of Mlitary and Veterans Affairs MOVED
fromCommittee.

#SB2003

SENATE BI LL NO. 2003
"An Act naking appropriations; and providing for an effective
date."

This was the first hearing for this bill in the Senate Finance
Commi ttee.

Co-Chair Kelly noted Senator Halford's intent to adopt a "naked
appropriations bill" to have available if necessary. Co-Chair Kelly
pointed out this bill contains a title only.

Senator Hof fman noved the Naked Appropriation, SB 2003, from
Committee with individual recommendati ons.

W t hout objection SB 2003 MOVED from Conmmi tt ee.

AT EASE 10: 43 AM
#

ADJ QURNIVENT

The neeting adjourned with the Senate Sine D e adjournnment of the
Second Special Session at 5:32 PMon May 21, 2002.
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