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TAPE 04-16, SIDE A
Number 0001

CHAI R CARL GATTO call ed the House Special Commttee on Education
neeting to order at 11:02 a.m Present at the call to order
were Representatives Gatto, Seaton, Ogg, WlIlson, and Wlf.
Representatives Gara and Kapsner joined the neeting as it was in
pr ogr ess.

HB 333- PUBLI C SCHOOL ENDOWENT
Number 0119

CHAI R GATTO announced that the only order of business would be
HOUSE BILL NO 333, "An Act relating to an endownent for public
education; and providing for an effective date."

[Before the commttee is CSHB 333, Version 23-LS099\ X, Bull ock
3/8/04.]
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Number 0130

REPRESENTATI VE DAN OGG, Al aska State Legislature, sponsor of HB
333, announced that the intent of HB 333 is to use a |land grant
vehicle in order to fulfill a land grant process and create an
endownent that would benefit the University of Alaska. The
original legislation created a new education trust fund and
transferred to the University of Alaska 1 percent of state |and
in an undivided interest in "tenancy in common." Version X
[which is before the commttee] acconplishes the same thing;
however, it creates a 4 percent interest in state |land and gives
2 percent to the University of Alaska and 2 percent to K-12

publ i c education. In the proposed CS the nonies will flow to
the University of Alaska's land grant trust fund, which already
exists, while the other nonies will flow to an education trust
fund which will benefit K-12 education. These nonies wll be
kept in principal and both funds will operate on a percent of
mar ket value (POW) nmet hod. Furt her nor e, both versions

[ operate] under the prem se that this would only be in regard to
new revenues and wouldn't inpact existing revenue streans from
state |ands. He remnded the commttee that |ast week the
commttee adopted a conceptual anendnent addressing that point.

CHAIR GATTO inquired as to the noney spent on K-12 versus that
spent on the University of Al aska.

REPRESENTATI VE OGG related his belief that |ast year there was
about $740 to $750 million spent on K-12 education. Under the
House version [this year] the state would spend over $800
mllion. The university spending wll be at alnbst $230
[mllion] under the House version.

CHAI R GATTO announced for the record that Representative Gara
has j oi ned the neeting.

Number 0544

REPRESENTATI VE GARA related his assunption that a certain anount
of the proceeds from|land would be devoted to the university and

K-12. Therefore, it seemed |like a transfer of, essentially,
general fund (GF) noney and a guarantee that the noney would go
to the university or K-12. However, he said he just noticed
that the noney going to the university will not be able to be
spent, but will have to be placed in a trust fund from which the
proceeds of the investnent earnings could only be used. He

asked if that's howit will work.
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REPRESENTATIVE OGG replied yes, that's how it would work for
both the university and K-12 fundi ng.

REPRESENTATIVE GARA said that this approach would, in sone
sense, increase the deficit because noney that would otherw se
go into the GF is being taken. He posed a situation in which a
$100 million is taken and rather than allowing it to be spent,

it places it into a fund and only $8 nmillion can be spent.
Therefore, it seens to add to the budget deficit. However, if
that noney were nerely given to the wuniversity and K-12, it
woul dn't change the budget deficit, he opined. However, the

[positive side] is that [with the trust] an endowrent is built
up and there is a long stream of income going to these entities.

Nunber 0724

REPRESENTATI VE OGG pointed out that it isn't inpacting revenues
right now. For instance, if the Bristol Bay gas |ease sale
takes place, each of the entities would receive its 2 percent at
sonme point in the future. Therefore, the deficit gap woul dn't
be inpacted now. Representative Ogg highlighted that this
| egislation transfers a vested interest in property, and
therefore if the entities are given 2 percent of the land, it
conmes out of the picture altogether because the Iand would go to
its entity. Again, there would be no inpact because it would
basically be a gift of the |and.

REPRESENTATI VE GARA noted his preference for the tenancy in
common concept rather than a Jland grant. However, he
anticipated that there wll always be budget problens in the
state. Therefore, if this legislation is passed, then one nust
realize that a certain anount of noney that would ve gone into
the general fund in the future would now go into a trust fund
and only perhaps an 8 percent portion of it can be spent, which
would result in the taxpayers having to nake up the difference.
"I don't ... know that that's a bad idea, but ... it seens

to be the case," he remarked.

REPRESENTATI VE OGG agreed that one could view it that way if he
or she views it as a yearly appropriation. However, he pointed
out that the suprene court has ruled that once land is

transferred it isn't an appropriation. Once the title is
transferred, the land would be an asset belonging to the
uni versity. An endownent process is being created, and

therefore the noney isn't lost to the state because the noney
goes toward funding the university and K-12.
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REPRESENTATIVE GARA opined that it's a good policy, but
mai nt ai ned concern with the ramfications that it wll actually
cost sonmething to do this.

Nunber 1016

REPRESENTATI VE SEATON noted that there is a proposal to increase
the percentage to 5 percent. Representative Seaton highlighted
that this would include the land as well as any noney nade off
the land, such as from oil revenues from new deposits.

Therefore, instead of having a constitutional nmandate to take 25
percent of oil revenues and place in the permanent fund, this
| egi sl ati on would mandate taking 30 percent of the oil revenues
with 25 percent being placed in the permanent fund and the other

5 percent in this new permanent fund. Representati ve Seaton
recalled that |ast year the legislature reversed a simlar
situation created under HB 11. He expressed the need to

consider the inpact of the aforenentioned on future budgets.

REPRESENTATI VE OGG poi nted out that wouldn't be an inpact today
because this legislation only speaks to new revenues. He said
that it takes quite a while to reach the situation which
Representati ve Seaton has descri bed, perhaps a generation or two

down the road. Representative Ogg highlighted that only one
other state has a smaller land grant to its education system
than Al aska. This legislation would fulfill the state and

federal governnents' desire to fund Al aska's university system
via a |l and grant.

Nunmber 1276

CHAI R GATTO surm sed that what Representative Seaton is saying
is that the state operates on a revenue stream and as the
existing revenue stream winds down and it is replaced by new
revenues. Under this legislation, if noney is taken from the
new revenue stream as the old revenue stream is depleted, the
old revenue stream is conpron sed. "So that even if this is
sonething that will be productive in a generation or two, it is
fi nanced through an existing revenue stream" he stated.

REPRESENTATI VE OGG reiterated that it wouldn't inpact existing
revenue streans.

Number 1361

REPRESENTATIVE WLSON agreed wth Chair Gatto's coments.
However, she opined that the concept of this legislation is very
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i nportant because the future is unknown. She further opined
that Alaska's wuniversity system and schools have been funded
i nadequatel y. This legislation |ooks to the future and is an
inportant first step for education.

Nunber 1501

REPRESENTATI VE SEATON remarked that HB 333 seens to establish
two new permanent funds, the inpact of which is unknown. If the
desire is to tap the revenue stream from oil and the permanent
fund, that should be done rather than <creating two nore

per manent funds. He suggested that it wmy be nore cost
effective to tap into 2 percent of the earnings of the permanent
fund each year to fund [education]. Representative Seaton

clarified that he doesn't oppose the idea of an endowrent.
However, current incone noney is being sequestered and the
earnings from that noney is going to be wused [to fund

education] . He questioned where such types of funds would end,
noting that he could see such a fund established for [Al aska
Departnent of Fish & Gane]. He questioned whether this

l egislation is really discussing a process to access the
earnings that are sequestered in a permanent fund or endownent.
This is a conplicated way in which to have a dedicated revenue
stream for education, he summarized.

Nunber 1672

REPRESENTATI VE KAPSNER noted her excitement with regard to HB
333 Dbecause she believes there should be an endowrent for
education, which is a constitutionally nandated requirenent.
She opined that creating an endowrent is a good use of the

state's resources. Representative Kapsner informed the
commttee that she recently watched an interesting programon C
SPAN which reported that there wll be nore technological

progress in the next 25 years than in the last 100 years. She
also informed the comrmittee that before [the terrorist attacks
of Septenber 11, 2001] there was a study regarding the greatest
threats to national security. The second threat to national
security was how far behind students are in math and science
Therefore, she announced her strong support of this |egislation.

CHAIR GATTO pointed out that the US. tries to educate all of
its children, and therefore the average scores are |ower than
had the U S. only educated its best and brightest. Ther ef or e,
he opined that the U S. isn't doing as bad a job as indicated by
sone dat a.
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REPRESENTATI VE KAPSNER remarked that generational advances are

bei ng nmade. She acknowl edged that it's expensive, but
highlighted that in the long termit will be beneficial. Wth
regard to resource developnent and coments that the gas |ine
will be on-line in six years, she pointed out that in six years
the current sixth graders wll be in the work force, and

therefore [the state] should invest in those resources.
Nunber 1904

REPRESENTATI VE OGG acknowl edged that this legislation is a
policy call with regard to a land grant for the wuniversity
system and K-12. He pointed out that the |legislature has
established a land grant for the university in the amunt of
250, 000 acres. Thi s | egi sl ation woul d rescind t he
af orenenti oned because the discussions regarding getting to that
| and have been fraught wth difficulty. Therefore, this
| egi slation maintains the land grant policy and expands it to K-
12, but fulfills the policy by providing an undivided interest
and retaini ng managenent .

REPRESENTATI VE GARA opined that this 1is good |egislation

Al though this legislation wll cost  noney, it's a wse
expenditure in the short term for a long-term benefit, he said.
He announced that he w Il support the |egislation, and expressed

the need for the legislature to get past the notion that only
| egi slation without a fiscal note can go forward.

CHAIR GATTO commented that the House Special Committee on
Education recently report legislation out of commttee with a
seven digit fiscal not e, so he does not agree wth
Representative Gara's renark.

REPRESENTATI VE SEATON clarified that he isn't opposed to funding
educati on. However, he reiterated his concern that this
| egi sl ati on sequesters an additional 5 percent of the state's
future income stream in addition to the 25 percent that is

al ready sequestered for the permanent fund. This is very
different than saying something will be done with Iand. These
funds will be placed in a bank sonewhere where it is hoped
interest will be made which will then fund education. That is

where he has a problem he stated. He reiterated that he has no
probl em fundi ng educati on.

Nunber 2229
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JCE BEEDLE, Vice President of Finance, University of Al aska,
testified that the university supports HB 333.

REPRESENTATI VE WLSON inquired as to what Joe Beedle or Bob
Loeffler, Departnent of Natural Resources (DNR), see for the
next 20 years with regard to the state's revenue stream She
mentioned |ooking forward to nobre resource extraction in the
state.

Number 2358
CLIFF STONE, Staff to Representative Dan (Ogg, Alaska State

Legislature, noted that the commttee packet should include
Legislative Research Report nunber 04.176 regarding revenue

projections from future resource devel opnent. The report
projects that in 2030, new resource devel opnent will be over $21
billion, which includes the gas line being in place. M. Stone
clarified that the aforenentioned projection isn't an annual
rate, but rather an accunulation to that point. He noted that
the $21 billion is very conservative. In response to Chair
Gatto, M. Stone specified that new resource devel opnent
includes the gas |Iine, Arctic National Wldlife Refuge

devel opnent, the undiscovered National Petroleum Reserve-Al aska
(NPR-A), the Beaufort Sea, and sonme central north satellites
that aren't currently on line. In addition to the oil and gas
[ devel opnent], there would be mnuscule resource devel opnent in
pl ati num gold, or other ore extractions.

REPRESENTATI VE SEATON turned attention to the fiscal note from
DNR regarding which lands would be transferred. However, he
understood that the legislation wouldn't transfer any |ands, but
woul d transfer between a 1 to 5 percent interest in all the
revenue generated from those |ands under a tenancy in comon
appr oach. Therefore, he questioned whether the fiscal note is
based upon the physical transfer of Iland or transfer of a
per cent age of the anmount of noney nade on those | ands.

Number 2489

BOB LCEFFLER, Director, Central Ofice, D vision of Mning, Land
and Water, Departnment of Natural Resources, explained that DNR
and the attorney general read the Ilegislation to transfer
specific lands rather that a percentage of revenue from all the
| ands. Therefore, [the fiscal note is based on] all the revenue

of all the | ands. After discovering that isn't Representative
Qgg's intent, the departnent devel oped |anguage that would nake
the intent clear. However, that |anguage isn't included in
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version X, but once it's included in the legislation DNR s
fiscal note would drop to zero.

MR. LCEFFLER, in response to Representative WIson, specified
that proposed AS 14.40.507 would nerely require sone mnor
changes that would clarify that there is no conveyance of
i ndi vi dual parcels of land, but rather that there is an interest
in the revenue streamof all the |ands.

CHAIR GATTO turned attention to page 26 of the Legislative
Research  Report at t achnment entitled "Resource Devel opnent
Qpportunities” from the Fall 2003 Revenue Sources Book, Al aska
Department of Revenue, which shows a sizable portion of
anticipated revenues to cone from ANVR He nmentioned the
difficulty in predicting future revenues. On page 34 of this
attachnment, the follow ng statenment is found:

In 2003, Korea signed a contract valued at $20 mllion
with Usibelli to resume inporting coal from Korea.

CHAIR GATTO  expressed conf usi on Wi th regard to t he
af orenent i oned st at enent .

MR. LOEFFLER clarified that Al aska is exporting coal to Korea.

CHAIR GATTO said he was aware of that, and therefore that
statenent is of concern and causes him to question the validity
of the other data.

CHAIR GATTO Ilikened this legislation to when parents of a
newborn set aside noney for its education in the future. He
explained that the aforenmentioned neans that noney that would
ordinarily be available to spend today would be set aside for
future expenditures. Ther ef or e, this legislation is no
different than a bank account.

MR. LOEFFLER agreed. He specified that a separate endowrent is
being created and the earnings from that endowrent is funding
the partial cost of education in Al aska.

CHAIR GATTO surmised that essentially what is being done is
taking the CBR [constitutional budget reserve] fund and setting
it aside for a future use, which is exactly what the CBRF is
for. "If we're going to borrow from the CBR to fund today's
expenses and we're going to borrow from ourselves to fund a
future expense, that neans we have to take nore out of the CBR "
he surm sed.
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Number 2900

REPRESENTATIVE WLSON returned attention to page 26 of the
attachment to the Legislative Research Report. She poi nted out
that it refers to developing new oil fields, and she noted that
the state will never reach the 2 mllion barrels a day of the
past. She highlighted that the state's natural resources aren't
unlimted, and therefore she enphasized the need to |ook ahead
and put sonething like this legislation in place.

CHAI R GATTO commented that such was done |ong ago and the state
would really be in a bind today w thout the permanent fund. He
reiterated his view that this legislation establishes a second
per manent fund.

MR. STONE acknow edged that everyone cares about educati on.

TAPE 04-16, SIDE B

MR. STONE highlighted that at this point nore noney cones from

the permanent fund than from oil. However, there hasn't been
the political resolve to [use] the earnings reserve account to
fund what 1is constitutionally nmandated. Theref ore, anot her
revenue stream has to be found. In his personal opinion, M.
Stone said that HB 333 takes care of the |and endowrent, and
creates another "pernmanent fund." Al t hough the aforenentioned
will cost the state sone noney in the short term nore wealth is

created for the future. That wealth would cone from this "new
permanent fund" that the |egislature has the resolve to spend.

Number 2918

REPRESENTATI VE SEATON opined that it would probably be better to
have a separate account [for education] in the existing
per manent fund. In the aforenmentioned scenario there wouldn't
be any adm nistrative costs. Representative Seaton reiterated
his concern that this legislation establishes two new permanent
funds. "If what we're trying to do is ... a revenue stream

then what we need to do is account for that noney within the
per mmnent fund, that noney, under POW, cones out of there and

it is directed to ... the recipients and that gets us there
w thout having the admnistrative burden of having separate
funds," he opined.

REPRESENTATI VE SEATON, in response to Chair Gatto, clarified
that what he is saying is that HB 333 establishes new education
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funds and new nechanisns for managing it, when the only
managenent [necessary] is what is required of the pernmanent fund
endownent . Therefore, he suggested that the Pernmanent Fund
Board should nanage this noney as it does the permanent fund,
and the revenues stream of the POW percentages would conme out
and be distributed to the university and K-12 education. The
af orenenti oned would seemto sinplify the concept.

Number 2801

REPRESENTATI VE OGG acknow edged that Representative Seaton's
suggestion could be used. However, he pointed out that the
university already has a land grant trust fund and the noney
[generated under HB 333] would flow into that fund. Thi s
| egi slation creates an education trust fund for the State Board
of Educati on. Representative Ogg explained that land grants do
sonething different than the pernmanent fund. Land grants
specify that land assets wll be wutilized to ensure that
education has a source of funding. Representati ve Ogg recalled

serving on the Board of Regents for the University of Al aska and
when it wanted to develop land, part of the constituency of the
university supporters didn't want certain |and devel oped.
Therefore, in giving the land in the fashion [proposed under HB
333], the state's resources are being tied directly to the
state's education system Per haps, folks would realize that
devel opment of the land would provide nore funding to the
[ education system, and over time would support devel opnent.
That direct |inkage wouldn't be achieved with the permanent
fund, he said.

REPRESENTATI VE W LSON inforned the commttee that K-12 has | and

that has been set aside for it. In fact, she believes that
those lands allowed for $7 mllion to be placed into the
foundation formula this year. The biggest reason to put forth

| egi slation such as this would be to establish an understandi ng
by the citizens of Al aska of the purpose of the fund, rather
than having a situation such as that with the permanent fund
di vidend where people believe it was developed so that they
could receive a check each year. She highlighted that
generations to conme wll benefit fromthis |egislation.

Nunber 2524
REPRESENTATI VE SEATON turned attention to page 4 of Version X,
which establishes an Education Trust Fund Board that he

characterized as a new admnistrative bureaucracy. The
af orenentioned is problematic, he said. However, he noted that
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he liked the notion of tenants in common because it discusses a
percentage of the incone the state receives going to the trust
rat her than devel opnent of specific |ands, which is exactly what
is done with the permanent fund. He expressed the need to dea

with the revenue streamin the nost efficient way possible.

MR. BEEDLE explained that when there is a transfer, even in a
tenants in conmmon situation, it's still necessary for there to
be an owner representative, a trustee, and an admnistrator to
respond to the other owner, the State of Al aska represented by
DNR. The Education Trust Fund Board is charged with the
af orenentioned function as well as reporting the uses, expense,
et cetera of the earnings of the fund as has the "University
Board" over sone 40 years. M. Beedle inforned the comittee
that the University of Alaska Education Trust Fund has sone $80
mllion in investnents and conbined with the University of
Al aska Foundation for a consolidated investnent, and therefore
the university's [fund] exceeds $200 mllion. Wth regard to
the Education Trust Fund Board, M. Beedle pointed out that the
comm ssi oner of the Departnent of Revenue will take care of [the
K-12 fund] for purposes of investnent. He indicated that [the
Department of Revenue] has [in the past] either done it or used
the permanent fund [as an adm nistrator].

Number 2296

REPRESENTATI VE GARA related his understanding that noney from
future | ease revenue woul d be noney that woul d' ve otherw se gone
to the general fund, not noney that would ve otherw se gone to
t he permanent fund.

REPRESENTATI VE OGG explained that currently the university has
up to 250,000 acres and it will take the university sone tinme to
sel ect that | and. [ That | and] cones out of the assets of the
state and is no longer part of the state's assets, and therefore
it's no longer noney conming to the general fund or the permanent
fund.

REPRESENTATI VE GARA surmised that this legislation doesn't
i npact any noney that goes into the permanent fund. He asked if
that is correct.

REPRESENTATI VE OGG answered, "It affects the whole spectrum the
way it's witten.”

REPRESENTATI VE GARA surm sed that such would require a
constitutional change.
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REPRESENTATI VE OGG replied no, and specified that [a percentage]
of the land is being taken and becomng a vested interest in
either the university or [K-12]. "And it's no longer part of
the whole, in a sense. |It's undivided in the whole but it's not
an obligation,"” he said.

REPRESENTATI VE GARA questioned whether that's correct. He
poi nted out that the Alaska State Constitution specifies that 25
percent of all royalty noney goes into the permanent fund.

Therefore, he said he doesn't believe establishing this proposa
under HB 333 would allow [the legislature] to touch those funds.
He surmised that this [legislation] is focusing on a portion of
the noney left over that [would normally] go into the general
fund.

REPRESENTATI VE OGG responded, "If it's read the way you're
saying, then that's ... what's being done."
Nunber 2153

MR. LOCEFFLER related his understanding that DNR would have to
meet both its constitutional obligations, 25 percent to the
permanent fund, and the obligation of this |egislation.

REPRESENTATI VE GARA surmsed then that the 4 or 5 percent
dedicated to the education trust fund would conme fromthe future
general fund.

MR. LCEFFLER explained that it would cone from the various funds
that it would otherwise go into, such as the land disposal
i ncome fund. However, he agreed that it would be from the
general fund and not the permanent fund.

REPRESENTATI VE GARA asked if the intent is for this proposal to
i npact noney that would otherwi se go into the pernmanent fund.

REPRESENTATI VE OGG said that isn't the intent.

Nunmber 2076

REPRESENTATI VE GARA returned to Representative Seaton's concern
with regard to dual adm nistration, and asked if the |egislation
allows the conm ssioner of the Departnent of Revenue to manage

this noney in conjunction wth other noney that 1is being
managed.
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MR. BEEDLE opined that this legislation will allow either the
investnents [to be managed] by the permanent fund board or [the
Department of Revenue] subject to the comm ssioner of Departnent
of Revenue's decision. The aforenentioned wouldn't require
separate investnment personnel.

Nunber 1982

THOVAS BOUTIN, Deputy Comm ssioner, Ofice of the Comm ssioner
Departnent of Revenue, clarified that a fiscal note to manage
this noney is included. No matter who nmanages the nobney, it
costs noney to do so. Al t hough there wouldn't have to be any
new staff or organization to manage the noney, the fiscal note
does include assunptions. Therefore the npbney nmanagenent fees
were included related to those assunptions. If the assunptions
change, the fees change, he noted.

REPRESENTATI VE SEATON related his understanding that t he
transfer of the 4 percent undivided interest in the |and under
this legislation includes all new oil royalties. He posed a
hypot heti cal situation in which sonmeone has ownership of that
| and, and asked if the royalty percentages cone out before the
25 percent of state royalties that are deposited into the
per manent fund. He surmised that the 4 to 5 percent of the
|l and, including its mneral wealth is transferred to the trust
funds, would conme out before the state royalties that are
generated on the lands "they" own and thus would cone out prior
to the pernmanent fund noni es.

MR, BOUTIN said he read it as the sponsor did, although he
recogni zed that M. Loeffler read it differently. He deferred
to the representative from the Alaska Permanent Fund
Cor por at i on.

Nunber 1784

LAURA  ACHEE, Research and Communi cations Liaison, Al aska
Per manent Fund Corporation, Departnent of Revenue, said that she
was sent today to find out the answer to that question. If it's
determ ned that the 4 percent would be subtracted before the 25
percent is determned, it would inpact future revenues com ng
into the permanent fund. If it's determined that the 4 percent
woul d be subtracted from the portion that generally goes to the
general fund and other funds, it wouldn't inpact future revenues
comng into the permanent fund.
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CHAI R GATTO rel ated his understanding that no one can affect the
25 percent that goes into the permanent fund.

M5. ACHEE agreed, but she highlighted that it's 25 percent of
the m neral revenues.

REPRESENTATI VE GARA concl uded that the legislation will probably
face stunbling blocks iif the Ilegislation requires placing
revenue in this fund that would otherwise go to the permanent
fund. Therefore, he suggested that the | anguage [be nade] clear
that it is not the intent to inpact noney that would otherw se
go into the permanent fund.

Number 1630

REPRESENTATI VE W LSON noved Conceptual Anendnent 2 "to nmake sure
that the bill |anguage is changed to conform to the sponsor's
intent" specifically on page 6, proposed [AS 14.40].507.

REPRESENTATI VE OGG surm sed that the |anguage in proposed [AS
14. 40] . 507 needs to be clear that this bill does not refer to
specific pieces of |and. He said he has no problem wth
Conceptual Amendnent 2.

Nunmber 1474

REPRESENTATI VE GARA obj ected and expressed the need to be nore
specific with Conceptual Anmendnent 2. After trying to wordsmth
the anmendnment to Conceptual Amendnment 2, Representative Gara
wi t hdrew his anmendnent to Conceptual Anmendnment 2.

REPRESENTATI VE OGG stated [that Conceptual Anmendnent 2 should

result in language] "... that it is clear that the |and granted
is tenancy in common and it's an undivided interest. And t hat
DNR and the university, ... they need to be satisfied that that
particul ar | anguage says that." Representative Ogg comrented

that the commttee should decide whether the 25 percent cones
off the top of state |and or is secondary.

REPRESENTATI VE GARA surmsed his wunderstanding that HB 333
doesn't require that the state sell or develop any particular
| and, rather the university and the education conmunity would
receive a certain portion of revenues received fromthe state's
| ands.

REPRESENTATI VE OGG replied yes, and clarified that the intent is
that the J[university and K-12] would receive an undivided
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interest in the land and the revenues would flow from those
rights, but the [university and K-12] wouldn't have nanagenent
authority.

REPRESENTATI VE GARA wi t hdrew hi s obj ecti on.

CHAIR GATTO, upon determning that there were no further
obj ections, announced that Conceptual Anendnent 2 was adopted by
t he House Special Conmm ttee on Educati on.

Number 1212

REPRESENTATI VE GARA noved that the conmttee adopt Concept ual
Amendnment 3, as foll ows: "The revenues devoted to these trust
funds shall be calculated after the permanent fund receives it's
constitutional share of revenues and ... they should not affect
the anpbunt of noney that goes into the permanent fund." There
bei ng no objection, Conceptual Amendnent 3 was adopt ed.

REPRESENTATI VE SEATON requested a legal opinion regarding the
transfer of subsurface rights wunder this |egislation. He
expressed the need to ensure that the transfer of subsurface
rights doesn't jeopardize the state under the Statehood Act and
doesn't allow a claim to revert those [lands] back to the
federal governnent.

MR. BEEDLE infornmed the conmittee that the University of Al aska
has received a considerable amount of land from the state and
enj oys the subsurface [rights]. The title is fee sinple. The
determ nations have consistently been that it doesn't violate
the Statehood Act.

CHAIR GATTO related his wunderstanding that fee sinple Iand
guarantees the subsurface rights. He asked if the university
has received | and that wasn't fee sinple.

MR. BEEDLE confirmed that the university has received |and that

wasn't fee sinple. In sone cases, the transfer was only for
surface estate and thus the wuniversity didn't [enjoy the
subsurface rights]. In other cases the university has received

single rights to enjoy resource extraction, such as for tinber
or gravel, which were restricted transfers and the university
didn't [enjoy the subsurface rights].

CHAI R GATTO surm sed that it varies depending upon the property.
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REPRESENTATI VE SEATON asked if, within the tenancy in conmon,
that it isn't a transfer but rather that it includes the m neral
rights as well as the surface estate.

REPRESENTATI VE OGG opined that it's clear.

CHAI R GATTO cl osed public testinony.

Nunmber 0818

REPRESENTATI VE GARA noved to report CSHB 333, \Version 23-
LS099\ X, Bullock, 3/8/04, as anended, out of commttee wth
i ndi vi dual recomrendations and the acconpanying fiscal notes.
There being no objection, CSHB 333(EDU) was reported from the
House Special Comm ttee on Educati on.

ADJ QURNVENT

There being no further business before the commttee, the House

Special Committee on Education neeting was adjourned at 12:29
p. m
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