M NUTES
SENATE FI NANCE COWM TTEE
February 17, 2004
9:08 AM

TAPES

SFC-04 # 11, Side A
SFC 04 # 11, Side B
SFC 04 # 12, Side A

CALL TO ORDER

Co-Chair Gary WI ken convened the nmeeting at approxinmately 9:08 AM
PRESENT

Senator Lyda Green, Co-Chair
Senator Gary W/ ken, Co-Chair
Senat or Con Bunde, Vice Chair
Senat or Fred Dyson

Senator Ben Stevens

Senat or Lyman Hof f man

Senat or Donny d son

Also Attending: SENATOR GENE THERRI AULT, JOEL G LBERTSON,
Conm ssi oner, Departnent of Health and Soci al Services; DAVID TEAL,
Legislative Fiscal Analyst, Legislative Finance D vision; MR E
DARLI N, Coordinator, Capital Gty Task Force, AARP; D ANE BARRANS,
Executive Director, Postsecondary Educati on Comm ssion, Departnent
of Education and Early Devel opment and Executive Oficer, Al aska
St udent Loan Cor poration

Attendi ng via Tel econference: From Anchorage: HARCOLD HElI NZE, Chi ef
Executive Oficer, A aska Natural Gas Devel opnent Authority; STEVE
PORTER, Deputy Comm ssioner, Ofice of the Comm ssioner, Departnent
of Revenue

SUMVARY | NFORMATI ON

HB 374- SENI ORCARE
The Commttee heard from the Departnment of Health and Soci al

Services, considered but failed to adopt one anendnent, and
reported the bill from Conmttee.
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SB 241- APPROP: NATURAL GAS DEVELOPMENT AUTHORI TY

The Committee heard testinony from the bill's sponsor, a
representative fromthe Al aska Natural Gas Devel opnment Authority,
and the Departnent of Natural Resources. The bill was held in
Conmittee.

SB 277- STUDENT LOAN PROGRAMS

The Conmittee heard testinony fromthe Departnent of Education and
Early Devel opnment. The bill was held in Conmttee.

#hb374

CS FOR HOUSE BILL NO 374(FIN) am

"An Act establishing the senior care programand relating to
that program creating a new fund for the provision of senior
services; relating to aid to senior citizens; and providing
for an effective date."

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

Co-Chair WIlken noted that this bill is simlar to SB 259-
SENI ORCARE, which the Conmittee had previously heard. He stated
that the bill would establish a senior care program within the

Department of Health and Social Services to provide either cash
assi stance or a drug prescription benefit to Al askans age 65 or
ol der. He specified that CS HB 374(FINam Version 23-GH2123\WA
and its acconpanying fiscal notes are before the Commttee.

JCEL d LBERTSON, Comm ssioner, the Departnent of Health and Soci al
Services reviewed that this |egislation was proposed by Governor
Frank Murkowski in Decenber 2003 as a nethod through which to
provide a prescription drug subsidy or cash assistance for the
purchase of prescription drugs to the State's seniors until the
federal prescription Medicare drug program beconmes operational in
January, 2006. He specified that qualifying recipients of the
| egi sl ati on woul d be senior citizens who are living at 135 percent
or less of the federal poverty level (FPL). He noted that this
| evel woul d equate to a single individual |living at approxi mately
$15,000 a year or a couple living at $20,500 a year. He shared that
these individuals are currently eligible for the Departnent's
Seni or Assistance Programthat was established after the Longevity
Bonus Programwas elimnated in the fall of FY 04. This program he
comment ed, provides $120 per nonth cash assistance to its
recipients. Furthernore, he stressed that the recipients of the
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Seni or Assistance Program could, upon the enactnent of the
SeniorCare program elect to continue receiving the cash
assi stance, which would amount to $1,440 annually, or elect a
prescription drug subsidy, which would equate to $1, 600 annually.

Conmi ssioner G | bertson continued that the seniors who elect the
$1, 600 prescription drug subsidy would additionally receive a $600
per nonth federal Medicare subsidy and a prescription drug di scount
card which would provide an additional ten to twenty-five percent
savings on a prescription purchase. He stated therefore, that the
average senior woul d receive approxi mtely $2,450 in prescription
drug assistance, if living at or below the FPL.

Conmi ssioner G | bertson continued that seniors living at 135 to 150
percent of the FPL would qualify for a $1,000 per year State
prescription drug subsidy. He noted that a single individual or a
couple in this category would be living at approximately $17, 000 or
$23, 000, respectful ly. Furt her nore, he stated that these
i ndi vidual s woul d al so receive the prescription drug di scount card.
He reiterated that this legislation would term nate upon the
enact nent of the federal Medicare drug prescription program

Comm ssioner Gl bertson comunicated that during the bill's
progress through the House of Representatives, the Legislative
Legal and Research Services, Legislative Affairs Agency nmade
"technical and stylist changes,” that did not substantially change
the bill.

Co-Chair WIken noted that the Menbers have been provided a summary
of the changes [copy on file] being referenced.

Comm ssioner Gl bertson continued that the House bill would
establish a SeniorCare Fund, which would be a front-funded sub-
account in the general fund to fund the SeniorCare Program during
its projected three fiscal year program He noted that were this
| egi sl ation adopted "in short order,” it could begin in April, 2004
and woul d, therefore, incur expenses in the |last quarter of FY 04,
the full year of FY 05, and half of FY 06. He noted that any funds
remaining in the SeniorCare Fund would | apse into the general fund
upon its term nation.

Comm ssioner G | bertson noted that the House also anended the
manner through which a prescriber could prescribe brand nane drugs
when a generic brand is available, in that, he explained, in this
situation, the prescriber nust denote on the prescription that the
nane brand drug is "nedically necessary.” He specified that the
prescriber would not be required to state the reason as was
required in the original bill
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Conmi ssi oner G | bertson noted that |anguage in the bill that would
have deni ed the prescription drug benefit to individuals residing
in public facilities or long-termcare facilities was al so anended
in the House. He communi cated that the reason this |anguage was
originally included was the understanding that these individuals
recei ved prescription drug coverage through the rate that the State
paid the facility or that a process already existed to provide this
benefit to them He also noted that to provide the SeniorCare
benefit to a senior in the Pioneer's Honme, mght, in affect,
increase their financial resources and result in their rent being
i ncreased. He stated that the House change woul d al |l ow i ndi vi dual s
residing in public facilities or long-term care facilities to
continue to receive the benefit for up to three nonths.

Senat or Bunde ascertained therefore, that a senior residing in a
Pi oneer's Hone coul d, as a consequence, have their rent increased
for three nonths.

Comm ssioner Gl bertson affirnmed that the rent could be affected.
However, he noted that the frequency of a rent paynent review and
whet her the individual had opted to receive the cash assistance
option of the SeniorCare programwould be determ ning factors.

Senator Bunde worried that this mght present a "Catch 22"
situation wherein the recipient would receive SeniorCare benefits
and at the sane tine is required to pay nore rent as a result.

Conm ssi oner G | bertson expressed that "there would be no net harm
to the recipient as the incone would offset the rent increase. He
stated, however, that this situation would increase admnistrative
expenses related to the bill

Senat or Bunde surm sed, therefore, that while two Pioneer Hone
residents mght be receiving the SeniorCare cash benefit, one
resident, as a result of a rent review, mght pay nore rent than
t he ot her who had not undergone a rent review.

Comm ssioner G| bertson responded that "theoretically" that m ght
occur.

Co-Chair Green asked whether changing the word "may" to "shall" as
was done in Section 1, subsection (a) on line 8, page 1 would be
characterized as a "stylist change" or a substantive change.

Comm ssioner G | bertson responded that the referenced change was

the result of an [unspecified] anmendnent that was adopted in the
House Finance Commttee.
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Co-Chair Geen inquired as to whether the change is acceptable to
t he Depart nent.

Commi ssioner Gl bertson responded in the affirmative.

Senator Bunde asked for further information regarding the
Seni or Care Fund; specifically, whether the unspent noney in the
Fund woul d | apse back to the general funds at the end of the fiscal
year.

Conmi ssioner G | bertson responded that while the SeniorCare Fund is
expected to lapse in FY 06; the language is not specific to a
term nation date because it is dependent upon when the federa
Medi care drug prescription programis inplenmented. He asserted that
this is a "conplex program with an indeterm nable term nation
dat e.

DAVID TEAL, Legislative Fiscal Analyst, Legislative Finance
Division, noted that rather than being required to appropriate
program funds each fiscal year, the House Finance Conm ttee opted
to establish a single front-1oaded SeniorCare Fund that woul d fund
the programli s antici pated expenses in FY 04, FY 05, and FY 06. He
confirmed that upon the programis term nation, the funding would
| apse.

Conm ssioner G | bertson noted that the bill would allow seniors to
retain their prescription drug benefits provided they were not
absent from the State for nore than 30 days for non-nedical
pur poses such as vacations or business trips.

Conmi ssi oner Glbertson also noted that the House of
Representatives' version of the bill changed a portion of the
original bill to alignits eligibility requirenments to those of the
Per manent Fund Dividend program which allows famly nenbers to
remai n eligible when acconpanying rel atives receiving out-of-State
medi cal care.

MARI E DARLI N, Coordinator, AARP Capital City Task Force, voiced
support for all of the changes that have been proposed to the
SeniorCare program She noted that AARP has submitted witten
testinmony [copy on file] in support of the program

Amendrent #1: This anendnent replaces | anguage on page one, line
five of the bill that reads "Section 1. The uncodified | aw of the
State of Al aska is anended by adding a new section to read:" with
new | anguage that reads as foll ows.
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Section 1. AS 47.65 is amended by addi ng a new secti on.

In addition, the Amendnent del etes "SEN ORCARE PROGRAM' on page 1
line 7 and replaces it with the follow ng | anguage.

Article 4. Cash and Drug Benefit for O der Al askans.
Sec. 47.65.300. Senior care program

The anmendnment al so deletes all material on page five, beginning on
line 26 through page six, line 3. This | anguage reads as foll ows.

Sec. 4. (a) This Act is repealed on the date that the
Medi care Part D benefit under P.L. 101-173 for prescription
drugs for Medicare recipients is operational for recipients in
this state, as communi cated to the comm ssioner of health and
soci al services by the United States Departnment of Health and
Soci al Servi ces.

(b) The comm ssioner of health and social services shal
notify the revisor of statutes of the date described in (a) of
this section.

(c) Money in the fund established in sec. 2 of this Act
reverts to the unreserved general fund on June 30 in the
fiscal year in which this Act is repealed under (a) of this
section.

Senat or O son noved to adopt Amendnent #1.
Co- Chair Green object ed.

Senat or O son expl ained that this amendnent woul d nake this program
permanent in statutes rather than being tenporary. He referenced
Comm ssioner Gl bertson's cormments regarding the unpredictability
of when the federal program would be inplenented. He also noted
that the State has no control regardi ng changes that m ght occur
overtime, in the conplex federal program Therefore, he stated that
in order to assure that the State's seniors would be provided for
this program should be permanent in State statute. In addition, he
noted that were the federal programto differ fromthe State's cash
suppl enent program seniors who m ght have becone dependent on it
to suppl enent their needs woul d be negatively inpacted.

Conmi ssioner G| bertson sunmarized that this anmendnent woul d
elimnate the legislation's termnation date. He reiterated that
the legislation was introduced to serve as "a bridge progrant until
such tinme as the federal senior Medicare prescription drug benefit

program woul d becone operational "in early 2006." He agreed with
Senator A son's contention "that there are always delays when
prograns begin;" however, he contended that the bill has been
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drafted in such a manner as to continue the SeniorCare program
"until the full federal programis available to seniors.”

Conmi ssioner G | bertson inforned the Commttee that seniors |iving
bel ow 135 percent of FPL as well as those |iving between 135 and
150 percent of FPL would "receive preferential treatnment under the
Medi care prescription drug benefit."” He assured that, once the
federal Medicare prescription drug benefit program begins, seniors
living at bel ow 135 percent of FPL "woul d have virtually no out-of -
pocket costs, including deductible for prescription drugs." He
continued that seniors |iving between 135 and 150 percent of FPL,
"woul d receive drastically |ower deductibles, additional prem um
support, and a reduced co-pay on prescription drugs" than the
general federal Medicare popul ation. He declared that "a seanl ess
transition” would occur and that were the SeniorCare program to
continue, sonme of the federal and State services "would be
redundant . "

Co-Chair Wl ken surmsed therefore, "that while the anendnent is
wel | -intentioned,” it is unnecessary.

Comm ssioner G | bertson concurred. He replied, "that it is the
position of the Admnistration that it's not necessary" because the
Medi care drug benefit would be available "to essentially provide
every service that is going to be delivered" via the SeniorCare
program He stressed that the SeniorCare program "was originally
designed to mrror the federal drug program benefits." Furthernore,
he noted that safety protocols are included in this legislation to
ensure that the SeniorCare program would continue until the ful
federal Medicare drug benefit programis operational.

Senator O son declared that rather than debating the particul ars of
the program the enphasis should be on providing the State's
seniors with "a lifeline" to assure them that they would be
provided for. He opined that the Legislature should establish a
State programtailored to the State's situation instead of relying
on a federal program devel oped by individuals who m ght have never
visited the State and who m ght not have a grasp on the conplexity
of the State's needs. He urged the Commttee to keep the program
sinpl e and permanent and tailored to address the State's seniors
needs.

Senat or Bunde decl ared that regardless of the efforts or intent of
any Legislature, unless specific language is included in the
State's Constitution, "nothing binds" a future Legislature" from
changing a program Therefore, he contended, were this anmendnent
adopted, there is no guarantee that it would not be changed.
Conti nuing, he shared that, were "the automatic repealer” not
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included in this legislation, he could envision "the battle that
woul d ensue in 2006 "about another entitlenment that we have
created" that people have becone to depend upon that the
Legi sl ature "could not take back." He concluded therefore, that he
coul d not support the anendnent.

Senator Hoffman countered that no battle had erupted in the
Legi slature regarding the funding of the Longevity Bonus Program
whi ch was eventually term nated by Governor Mirkowski's veto.

Senator Hoffrman noted that the Departnent of Health and Soci al
Services' fiscal note #9 analysis depicts that 90 percent of
eligible program recipients would elect the SeniorCare cash
program He wondered whet her the cash program woul d be one of the
duplicated services that the Conm ssioner had alluded to. To that
point, he inquired as to whether a simlar prescription cash
prescription program would be available through the federal
prescription drug program

Comm ssioner Gl bertson responded that it is "a high assunption”
that nost seniors would el ect the cash paynent as, he noted, the
majority of the individuals currently enrolled in the Senior
Assi stance Program receive noney, because it is the only option
provided in that program He stated therefore that the majority of
t hose individual s woul d choose "no change."” He qualified that the
cash conponent of the SeniorCare bill was included "to continue the
benefit as currently constructed."” He acknow edged that while the
recei pt of cash is "nore flexible,” the Departnent believes that
"the majority of individuals in these income ranges use the cash
assi stance” to purchase prescription drugs because that expense "is
very high." He pointed out that the Senior Cash Assistance program
is not the only cash assistance program offered by the Departnent
as another program the Adult Public Assistance” programis also
avail able. He stressed that a total of $220 mllion worth of
prograns are available directly to seniors through the Departnent.
He stated that the Adult Public Assistance (APA) program is an
entitlement program that is included in this $220 mllion, and
furthernore, he contended, while a nunber of seniors mght qualify
for the APA, they have not applied.

Senator Hoffman reiterated that the question is whether there would
be a duplicative cash benefits program at the federal |evel. He
stated that this is the issue at "the heart of the anmendnent.”

Comm ssioner Gl bertson responded that through the State APA
program seniors would continue to receive cash assi stance.

Senator Hoffrman interjected that this programalready exists at the
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State level, and he continued, the question pertains to the
upcom ng federal Medicare prescription drug assi stance program

Comm ssioner G | bertson responded that the federal program "once
instituted, wll be health care insurance." Therefore, he
conti nued, the degree to which individuals are payi ng out of pocket
for prescription drugs" would be determned by the health care
i nsurance system He declared that the recipients would not receive
a direct cash paynent.

Senator Hoffrman surm sed therefore that the answer i s no.

Comm ssioner Gl bertson affirnmed that there would be no direct cash
paynent by the federal governnent.

Senator A son informed the Commttee that the proposed anendnent is
supported by the Pioneers of Al aska. He asked that AARP be provi ded
an opportunity to express their position on the anmendnent.

Ms. Darlin expressed that while AARP understands Senator Hoffnman
and Senator O son's concern regarding the program and while AARP
does not object to the anendnent, it has no "definite stand® on the
anendnent, as, she reiterated, AARP's primary objective is to
assure that the SeniorCare prescription program be adopted this
Legi sl ative Session. She noted however, that when the SeniorCare
cash assistance program ternm nates, seniors could participate in
the State's APA cash assi stance program

Senator O son asked for clarification that AARP' s position is the
desire "to get the bill through one way or another," regardl ess of
whet her the anmendnent is adopted or not. He contended that this
desire rather than AARP being opposed to the anendnent is the
primary objective.

Ms. Darlin concurred.

Senator Bunde stated that were the cash assistance program to
continue, sone seniors mght regard it as a welfare program and in
that case, he contended, sone seniors would refuse to apply.
Aroll call was taken on the notion.

I N FAVOR: Senat or Hof fman and Senat or O son

OPPOSED: Senat or Bunde, Senator Dyson, Senator B. Stevens, Co-Chair
Green, and Co-Chair WI ken

The notion FAILED (2-5)
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Amendment #1 FAILED to be adopt ed.

Co-Chair Geen noved to report the bill from Comrittee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal notes.

There being no objection, CS HB 374(FIN)(am was REPORTED from
Conmittee with five fiscal notes fromthe Departnent of Health and
Soci al Services: zero fiscal note #10; $14, 649,600 fiscal note #9;

$7,100 fiscal note #8; $184,300 fiscal note #7; and $61,500 fisca

not e #6.

AT EASE: 9:46 AM/ 9:46 AM
#sbh241

SENATE BI LL NO. 241
"An Act making an appropriation to the Alaska Natural Gas
Devel opment Authority; and providing for an effective date."

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

Co-Chair WIken explained that SB 241 would appropriate $2.15
mllion to the Al aska Natural Gas Devel opnent Authority (ANGDA) to
conduct an anal ysis regardi ng the devel opnment of an Al aska natura
gas pi peline. These funds, he shared, would | apse in the year 2009.
Continuing, he noted that a new Finance Committee conmttee
substitute has been provided for consideration that woul d: increase
t he amount of the appropriation to $3 nillion; would appropriate
the funds to the Departnent of Revenue rather than ANGDA; and woul d
expand the scope of how the funds could be used.

Co-Chair Geen noved to adopt the Finance Conmttee conmttee
substitute, Version 23-LS1279\H, as the working docunent.

There being no objection, Version "H' was adopted as the working
docunent .

SENATOR GENE THERRI AULT, the bill's sponsor, explained that the
original bill was introduced to support "the wi shes of the public
to create" the Alaska Natural Gas Devel opnent Authority (ANGDA) "to
bring the natural gas on the North Slope to market via a pipeline
to tidewater in Valdez" in a liquefied form"to serve Pacific Rm
markets." He noted that the bill, as introduced, specified $2. 15
mllion to support the project because that was the anmount of noney
that ANGDA had renmaining in the previous year's appropriation, and
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he had determ ned that that anmount "woul d be a good starting point
for discussion.” Continuing, he shared that he had clarified to the
ANGDA Board of Directors that they would be required to justify the
funding in order to receive the appropriation. He stated that the
ANGDA Board of Directors has been neeting with Governor Frank
Mur kowski's Admi nistration since the beginning of the second
session of the Twenty-third Legislature. He noted that the State
has received two applications, through the Stranded Gas Act, that
are also furthering the necessity to consider devel oping a natura
gas pipeline to deliver the gas via an overland route through
Canada to the M dwest or to Canadi an markets.

Senator Therriault continued that the commttee substitute, Version
"H" "is a blending of the two ideas"” in that it focuses on
bringing the natural gas fromthe North Slope "to market" rather
than specifying that either an overland or tidewater pipeline be
furthered. Furthernore, he envisioned that the objectives of both
the ANGDA Board and the Admnistration's Stranded Gas Act
negoti ati ons be conbined to further the goal of bringing the gas to
market. He noted that routing the appropriation through the
Departnent of Revenue mrrors how the appropriation was previously
funnel ed to ANGDA from such entities as the Division of Legislative
Budget & Audit and the Adm nistration. He stated that this routing
woul d al so provide the ANGDA Board with the Departnment of Revenue's
auditing, contracting, and accounting nechanism resources. He
reiterated that questions seeking justification for the $3 mllion
appropriation amunt should be directed at the ANGDA Board. He
noted that at the February 16, 2004 ANGDA neeting, the Board of
Directors passed a resolution in support of the |anguage in Version
"H. " He read a portion of that resolution as foll ows.

"The Al aska Natural Gas Devel opnent Authority supports the
appropriation of $3 mllion in the remainder of FY 04 to the
Department of Revenue for work related to bring the North
Sl ope natural gas to market."

Senator Hoffman inquired to the reason that ANGDA was el i m nated
fromthe |language in the commttee substitute.

Senator Therriault responded that the reason that ANGDA was
elimnated was "the realization" that the efforts to further the
goal of getting natural gas to market woul d involve an overl appi ng
of various entities. He continued that "generic" rather than
specific legislation would be nore beneficial to that end.

Senat or Bunde noted that while he knows what LNG is, he is unsure
of the definition of "LPG"
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Senator Therriault stated that the representative from ANGDA woul d
best explain LPG

Co- Chair Green asked whether the Stranded Gas Act Application fee
of $1.5 mllion would be used to support this endeavor.

Senator Therriault responded that the $1.5 mllion fee is required
to fund the expenses associated with processing, negotiating, and
eval uating each proposal. He shared that while the fee would
provi de funding for the process associated with the application,
the $3 million attached to this bill would support the State's
endeavor to be adequately prepared "to negotiate with sone degree
of know edge and strength.” Furthernore, he noted that currently
the $1.5 million Stranded Gas Act applicant fee could not be used
to "cover any costs" associated with the ANGA proposal. Therefore,
he continued, the generic term nology presented in the Version "H'
comm ttee substitute would allow the Adm nistration to use those
funds to prepare for negotiations relating to the Stranded Gas Act
and to help gather information pertinent to the ANGDA project. To
i ncl ude, he continued, studies relating to spur pipelines, access
taps along the pipeline to serve | ocal nmarkets, and econom c i npact
st udi es.

Co-Chair Green asked which entities, in addition to ANGDA, m ght
request funding in this endeavor.

Senator Therriault responded that other State agencies, such as the
Department of Natural Resources, might need to "secure particul ar
expertise"” or a consultant or funding for a Request for Proposal
(RFP) in order to devel op an econom ¢ nodel

Co- Chair Green asked whether the sponsor is confortable with the
broadened |anguage in Version "H " specifically the |anguage
pertaining to getting the product fromthe North Sl ope to narket.

Senator Therriault responded that he is confortable with the
"fairly broad | anguage" because he is famliar with the nultitude
of legislation that the Legislature has entertained regarding the
issue. In addition, he stressed the inportance of the State being
"wel | - prepared and tough advocates on behalf of the citizens of
Al aska...” In order to acconplish that objective, he stated that
funding "for sone preparation and sonme technical advice" would be
required.

Senator Therriault reiterated that he had introduced this
l egislation to "junp start the discussions;" however, he advised
the Conmttee that as long as the funding issue "noved forward," he
woul d not object were other legislation submtted or another
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fundi ng nmechani smor |evel of funding identified.

SFC 04 # 11, Side B 09:56 AM

HAROLD HEI NZE, Chief Executive Oficer, Al aska Natural Gas
Devel opnent Authority, testified via tel econference from Anchorage
and referred the Commttee to a graph that ANGDA had devel oped
titled "Alaska Natural Gas Devel opment Authority FY 04 Funding
Plan" [copy on file]. This graph, he noted, depicts ANGDA' s initi al
funding; the $2.1 million that was added in FY 04; and the FY 04
Total Funding of $2.5 mllion.

M. Heinze reviewed that $150,000 initial funding was used to set
up the Corporation and conduct sone Board of Directors neetings. He
stated that the outcone of those neetings was the determ nation
that a Liquid Natural Gas (LNG project and the delivery of natura
gas in Alaska would "nmake sense" provided the State use its
financial abilities to support the project, as, he explained, it
m ght not attract private support due to the fact that there m ght
not be the potential for a high rate of return to commerci al
investors or "high interest borrowers.” He commented that the State
could participate via the Authority. He also noted that during the
initial nmeetings, the Authority identified sone of the major issues
t hat woul d requi re addressing.

M. Heinze stated that the Board requested an additional $200, 000
to fund the Business Contractors conponent depicted on the graph,
whi ch includes such things as a Benefit Analysis, Market Insight,
and Tax Advice. He stated that the Authority determ ned that
previ ous Benefit Analysis studies of the project were narrow in
scope in that they were limted to such things as "a rate of return
type nodel for making deci sions” or "how nuch noney was flowi ng to
the State of Alaska in forns of governnent revenue." He continued
that the Authority recognized that "the benefit of bringing North
Sl ope gas to market were nuch nore broader than that and had nuch
nore value." He stated that the Tax Advice and Market |[nsight
followed the Benefit Analysis determnation. He summari zed that the
Current Spending Colum on the graph reflects how the initia
$350, 000 fundi ng aut hori zati on was used.

M. Heinze continued that the graph also depicts that the
additional FY 04 funding authorization of $2.15 mllion was used to
fund the operations of the ANGDA Board and the Business Contracts.
Additionally, he specified that the funds were expanded to support
the Project Contract conponent. He stressed that identifying the
proper business structure is inportant as it woul d address how "to
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| ower the cost of service of transporting the gas" as that woul d
"increase the value at the well head, and that nakes the project
better for both project proponents as well as increases the
revenues to the State of Al aska."

M. Heinze stressed the inportance of getting Al askans to
under st and and support the concept of producing natural gas, as, he
contended, its developnent would |ower residents' expenses. He
noted that people living in Anchorage are currently experiencing
| ow natural gas supplies and consequently, are paying high prices.
He stated that were a spur natural gas |line provided, commnities,
such as Anchorage, would benefit. In addition, he rem nded the
Commttee that the Authority was charged with addressing the basic
proj ect, project design, and project scheduling in the Statew de
Ball et Measure 3 Initiative that established the Authority. He
shared that, early in the process, the Authority worked with the
Mur kowski Admi nistration to identify the types of contractors who
would be required to conduct the various jobs; the Kkinds of
expertise that would be required; questions and issues would
requi re answers; what internal resources were avail able; and what
kind of work had al ready been conducted. Therefore, he clarified
that the Project Contractors specified on the graph are those that
the State does not have expertise in.

M. Heinze noted that the fact that two Stranded Gas natural gas
applications have recently been received is inportant to the
Aut hority, as sone of the work already conducted by the Authority
woul d contribute to the State's efforts in noving forward with the
applications. He avowed that the fact that the first 530 mles of
both the over-land and to tidewater routes are in common and thus
could "contribute toward each other's financial success.”
Additionally, he attested, that while both the applicant's
"benefits to Al aska are weak," ANGDA "could help in that regard.™

M. Heinze informed that ANGDA has responded favorably to Governor
Mur kowski s Adm nistration request that it "work as part of a teant
in the endeavor to bring Alaska's North Slope natural gas to
market, and in that regard, he nentioned that ANGDA has introduced
itself to both of the Stranded Gas applicants.

Senat or Hof f man i nquired as to whet her ANGDA woul d be providing an
annual report of its expenditures to the Legislature and also
whet her additional funding requests m ght be forthcom ng.

M. Heinze replied that the Authority has been established as a
public corporation, and as public entity, convenes nonthly Board of
Director's neetings and generates full nonthly accountings of the
it's expenditures and contracts. Therefore, he stated that a ful
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accounting on a nonthly or annual basis could be provided to the
Legi sl ature.

M. Heinze communicated that while the two Stranded Gas Act
applications have caused an increase in activity, he is unsure of
the affect the applications would have on the Authority. However,
he shared that, in anticipation of further involvenent, he has
devel oped alternate funding nodels for the corporation. He rem nded
that the Authority is statutorily charged with providing a
devel opnent plan for the spur project by June 15, 2004; however, he
stated that were ANGDA directed to assist with the Stranded Gas
applications that requirenment m ght be deferred. He nentioned that
while this mght delay some of ANGDA's activities, he anticipated
the delay to be short term He deferred to the Departnent of
Revenue to provide a nore thorough analysis of ANGDA s budgetary
proj ections.

Senator B. Stevens commented that the cost of devel opi ng a LNG spur
i ne has been consistently estimated to cost $20 nillion. He voiced
that the amount is confusing in that other |egislation and expanded
routing alternatives have been proposed that m ght have had sone
affect on the spur line' s expense.

M. Heinze corrected that rather than being $20 mllion, the anount
in question is $20,000. Continuing, he explained that the anount,
which is a "rough estimate," focuses on determning the feasibility
of a spur line rather than being inclusive to such things as design
wor k. Furthernore, he noted that the engineering and cost work
expenses are | ow because a |l ot of the expertise has been donated or
provided at no charge. He stated that were ANGDA to have fully paid
for all the conponents required, the expense would have been in
"the tens of mllions of dollars.” He stated that the goal of this
exercise is for the State to be able to nake a decision based on
adequate information. He contended that there are numerous other
studi es that nust be conducted over tine.

STEVE PORTER, Deputy Comm ssioner, Ofice of the Comm ssioner

Depart ment of Revenue, testified via tel econference from Anchorage
and explained that the $3 mllion funding request included in the
| egi sl ati on woul d assist the State in addressing the two Stranded
Gas applications. He noted that per an agreenent between the State
and each applicant, the applicant could be required to reinburse
the State for expenses associated wth such things as independent
contractors. He noted that while the funding recipient was changed
from ANGDA to the Departnent of Revenue, the process has not
changed. Furthernore, he stated that were expertise available
within the Departnent of Revenue, the service and information would
be provided at no charge. However, he continued were the expertise

SFC- 03 (15) 02/ 17/ 04



unavai l abl e in house, or had been conducted by another entity, it
m ght require a purchase. He stated that either the Departnent of
Revenue or ANGDA could nake the purchase, depending on, he
decl ared, how the information would be utilized. He stated that
were "the information to be kept confidential then ANGDA woul d not
be the proper forumto request or fund it.” In addition, he stated
that were the expense to be a reinbursable expense, then the
Department of Revenue would be the proper forum Therefore, he
concluded, in order to maximze efficiency, the nost flexible
manner to address fundi ng needs would be to allocate the funds to
t he Departnent of Revenue.

Senator Hoffman stated that the backup material contains two
separate LNG Project schedules: one titled "ANGDA Al | - Aneri can LNG

Proj ect Conceptual Schedul e" amounting to $10 billion using Revenue
Bonds; and the other titled "ANGDA Project Concept & Cost”
anounting to $12 billion. He asked that the two schedul es be

reconcil ed.

M. Heinze responded that the $2 billion difference is that two LNG
tankers woul d be | eased rather than purchased.

Senator Hoffman noted that the information contained in the $10
billion project specifies that two Jones Act tankers would be
built.

M. Heinze clarified that the information is all enconpassing in
that it reflects the major elenents included in the project. He
clarified that the tankers would be built by another entity.

Senat or Hoffrman wunderstood therefore that everything but the
tankers woul d be owned and operated by ANGDA

M. Heinze pointed out that the term "conceptual " best describes
the plan as currently determned. He stated that such things as the
busi ness structure, interest rates, and bonds are unconfirned. He
stressed that the chart is designed to reflect conponents and
nonies that mght be supported by bonds. He stated that the
Authority mght not be involved in all of the various aspects that
have been item zed; however, he continued it is charged wth
devel oping a conprehensive plan in order to determne the
feasibility of the project. He exanpled that while a treatnent
plant to renove C2 nust be built on the North Sl ope, the producers
rather than the State mght desire to own the plant. He stated that
the $2 mllion treatnent plant is included in the item zation
because sonebody would be required to build it, as part of the
project's operational needs.
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Co-Chair WI ken asked regarding the "A aska Natural Gas Devel opnent
Authority Alternate FY 04 Funding Strategies" chart that has been
provi ded.

M. Heinze responded that this chart was developed to reflect
alternate FY 04 funding strategies that m ght occur due to the
Authority's response and involvenent in the recent Stranded Gas Act
applications. He noted that, in addition to providing the entities
with information regarding such things as tax wite-offs, tinelines
m ght require being revised as things devel op.

Co-Chair WIlken referenced the letter fromM. Heinze to the Vice
Presidents of ANS Gas Devel opnent, ConocoPhillips; Al aska Gas, BP
Expl orati on Al aska; and ExxonMbil Al aska Production, dated
February 13, 2004 [copy on file] that references an alternate route
to the Beaufort Sea. He asked that further information regarding
the reference to this route be provided, as that route is not
commonly considered to be an option.

M. Heinze responded that this letter and the letter to M dAnerican
Ener gy Hol di ngs Conpany, dated February 12, 2004, [copy on file]
were generated in response to these entities' Stranded Gas Act
applications to the State. He continued that the application by the
producers: ConocoPhillips; BP Exploration Al aska; and ExxonMobi
Al aska Production, "made it very clear that in their mnds, both
routes were on the table.” He continued that Governor Mirkowski
informed themthat the Beaufort Sea route was not to be consi dered.
However, he stated that the Authority's desire to initiate a
relationship with the applicants is apparent in that it recogni zes
"the fact the one of the producers"” supports the Beaufort Sea
alternative. Overall though, he stated that the intent of the
letter is to offer assistance in a nutually beneficial manner to
both the applicant and to ANGDA.

Co-Chair WIken thanked M. Porter for the explanation as he would
not desire "that sentence to beconme a lighting rod that affects”
ot her efforts.

Co-Chair WIlken stated that there are "two canps” in regard to the

gas pi peline: those who say "show nme a custoner and I'I|l show you a
gas line," or those who support building a gas line as the belief
is that the custonmer will conme."” He asked who potential custoners

of the State's natural gas m ght be.

M. Heinze responded that the marketing question of whether the
pi peline or the custoner occurs first "is one of the key questions”
and i ssues when seeking financing. He noted that while there is a
market for natural gas in the State, this intrastate market, while
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inmportant, is not large enough "to justify the project." Secondly,
he noted, that the process of transiting the natural gas to LNG
woul d al l ow the product to be shipped via tanker to the west coast
of North America or to Asian econom es such as Japan, Taiwan and
Korea who are traditional LNG consuners. He assured that Al aska
natural gas could be conpetitive in all those markets; however, he
reiterated there being "no single custoner at any single nonent in
time" who would purchase the volunme required to support the entire
project. Continuing, he shared that discussions are underway with a
"mega- conpany, " M t subi shi Corporation that acquires and
distributes LNG to custoners worl dw de.

Co-Chair WIken stated that the conceptual schedul e specifies that
the gas could be available for market as soon as 2010. Conti nui ng,
he asked who the custoners of that gas m ght be.

M. Heinze replied that those "potential custoners would be a
m xture of the west coast of North Anmerica" as well as Japan,
Tai wan, and Kor ea.

Co-Chair WIlken asked whether conversations wth specific
countries, which mght be interested in purchasing Al aska gas in
2010, have occurred.

M. Heinze responded that the LNG market on the West Coast is
"rapidly evolving," and that a port in the Baja, Mxico area and
two or three other ports on the West Coast are noving forward. He
anticipated that the State would be able to provide LNG to one or
two of these ports. Additionally, he stated that a port in Korea is
possi ble and that the State has been encouraged by the response
fromother Asian nmarkets. He stated that, "being able to conpete is
the essential ingredient,” and therefore, the State "needs a
busi ness structure that |owers our cost of service to the point
that we are conpetitive.” He continued that this would require
| ong-term commerci al transactions, and that the fact the Al aska is
part of the United States is a strong elenent in terns of
mar keti ng. None-the-less, he stated that the project nust be
"econom ¢ and conpetitive."

Senat or Dyson voiced that it is "very difficult"” to understand how
Al aska natural gas could be conpetitive with other worldly markets
on the Pacific Rimsuch as Qatar.

M. Heinze expressed that the proposed $12 billion investnent in
Al aska LNG nust have a high rate of return in order to advance. He
referenced the "Notional Cost of Service Conparison” calculation
chart [copy on file] that reads as foll ows.
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Not i onal Cost of Service Conparison
Does not include Wl l head Purchase Price

H gh ROR Not Benefit Drive

Comer ci al Taxabl e I nfrastructure
Pi pel i ne $ 1.40 $ 1.00 0.75
LNG $ 1.50 $ 1.20 0.90
TOTAL COST $ 2.90 $ 2.20 $1. 65

OF SERVI CE

M. Heinze stated that, based on this cal culation, the natural gas
target |evel should be $3.50. He shared that experts in the field
predict that long-term gas prices would range between $3.00 and
$3.50, and that sonme existing fields, such as the one in Qatar
ranges around $3.50. He pointed out that were the cost of the total
$12 billion Al aska natural gas project factored in, "the cost of
service becones very low for our gas,”" and he continued, at a
wel | head val ue rangi ng between $3.00 and $3.50, the State could do
"very well,"” and "do nore than service our debt on the project." He
noted that price factors would be affected by various factors such
as whether the pipeline follows the highway, is converted into LNG
or distributed into the market in a nunber of different ways. He
noted the "Estimated Cost of Service Conparison to WCNA" (West
Coast North Anerica) chart [copy on file] and stated that,
depending on how the State and the Authority use their "unique
financial structures,” the cost of service could be reduced further
and the State could be conpetitive with any of its conpetitors.

M. Heinze explained, in response to an earlier question from
Senat or Bunde, that LPG is things such as propane or butane. He
stated that natural gas liquids (NG) are liquids that are derived
fromgas that is being produced, and he continued that LPGis the
sane as NGL except that it is derived fromthe gas after the gas
has been transported. He noted that LPG fuels are easy to use and
easy to transport.

M. Heinze stressed that the timng of the receipt of this funding
is very inportant to ANGDA, as the initial $350,000 funding has
been expended. Therefore, he urged the Commttee to expedite this
| egi slation, as nore funding would be required in order for further
work to be done.

M. Porter also voiced support for expediting the request, as there
are several AGNDA contract requests that are awaiting funding and
shoul d be "executed.™

Co-Chair Wl ken ordered the bill HELD in Comm ttee.
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#sb277

CS FOR SENATE BI LL NO. 277(HES)

"An Act relating to the Al aska Comm ssion on Postsecondary
Education; relating to the Al aska Student Loan Corporation
relating to bonds of the corporation; relating to |oan and
grant prograns of the comm ssion; relating to an exenption
fromthe State Procurenent Code regarding certain contracts of
t he conm ssion or corporation; nmaking conform ng changes; and
providing for an effective date."

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

Co-Chair WIken stated that this legislation pertains to the
student | oan programand is sponsored by the Senate Rules Commttee
at the request of the Governor. He noted that the |egislation
"woul d all ow the Al aska Student Loan Corporation to i ssue bonds and
use the proceeds for purposes other than fundi ng student |oans and
creates a nechanism for the Corporation to return noney to the
State through the financing of capital projects.” He stated that
$260 million is anticipated to becone avail able over a three year
period beginning in FY 04 as a result of this bond issuance. He
noted that a sectional analysis of CS FOR SENATE BI LL NO. 277(HES)
is included in the Menbers packets.

SFC 04 # 12, Side A 10:44 AM

DI ANE BARRANS, Executive Director, Post secondary Educati on
Conm ssi on and Executive Oficer, Al aska Student Loan Corporation,
read her testinony as follows.

Co-chair W/l ken, Co-chair Geen, conmttee nenbers, ny name is
Di ane Barrans and | am the executive director of the Al aska
Conmi ssi on on Postsecondary Education as well as the executive
of ficer of the Alaska Student | oan Corporation. Thank you for
hearing the | egislation before you today.

Appearing with ne today are Sheila King, comrssion and
corporation finance officer and by tel econference, Ken Vassar,
Wl forth, Vassar, Johnson, and Brecht.

Over the past decade | have appeared before you several tines
seeki ng your support for agency initiatives.
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First, the Comm ssion asked to be given the tools and
adm nistrative latitude to nodify our processes so that we
could operate as a self-sustaining enterprise agency of the
state. The next step was putting in place a nmechanismfor the
corporation to begin paying to the state sone portion of its
annual net income, as a return on the state's original
i nvestnment in the corporation.

Most recently, in 2001, our organization requested your
approval to redefine its role-becom ng Alaska's full service
financial aid assistance and postsecondary educati on pl anni ng
agency.

On each of these occasions, you and your fellow | egislators
consistently exhibited strong, bipartisan support for the
m ssion of this agency, to pronote postsecondary participation
and success by Al askans, and you unaninously passed this
series of bills.

| amextrenely pleased to sit before you today and commend for
your approval CSSB 277. The comm ssi on and corporation, having
successfully inplenmented the Al askAdvantage suite of prograns
and services for Al askans, now seek your support for the next
step of our organi zational growth

The objectives of Senate Bill 277 which are five-fold:

1) To broaden the scope of the Corporation's bonding authority
to include the ability to bond for the general benefit of the
state. To contribute to statewide efforts to use state assets
as efficiently as possible, the corporation has devel oped a
plan to return a substantial portion of the capital the state
original gave the corporation. The change in corporation
statue is requested to insure that, as ASLC has capacity to
return contributed capital back to the state, it will have a
variety of nmeans to do so and will be able to sel ect the nost
beneficial way of doing so;

2) To reconstitute the state student grant programto better
focus on Alaska's workforce needs and to enhance the
Conmi ssion's current outreach and early awareness initiatives;
our proposal redesigns the grant programto clearly have an
Al aska-centered focus.

3) To provide the Commission with greater flexibility in
offering loan consolidation options to borrowers. Current
statutes limt the way in which the Comm ssion can offer
consolidation and certain custonmers, who have borrowed from
both the discontinued |oan program and the Al askAdvant age
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| oans, cannot currently be served through consolidation.

4) At the recommendation of the Departnment of Law, this bil
will clarify the Conmission's ability to adm nistratively
issue liens in the collection of defaulted education | oans and
set out the due process for appealing such an action by the
Comm ssi on; and

5) Lastly, to provide an exenption fromthe State Procurenent
Code for <certain services related to guaranteeing and
di sbursing education |oans. Under the <current business
structure for education |loans, a |ender nust be prepared to
conduct business with the guarantors and disbursing agents
preferred by the schools participating in the | oan prograns.

In the Sectional analysis in your bill packet these
changes, as well as several mnor or conform ng changes are
identified. I would be happy to respond to specific questions
or provide a wal k through of the bill, section by section.

Co-Chair WIken asked Ms. Barrens to review the changes to the bil
that were nade in the Senate Heal th, Education, and Soci al Services
(HES) Committee.

Ms. Barrans stated that one change, included in Section 5 of the
bill, specifies that an aggregate limt be placed on the anount of
bonds that the Corporation could issue.

Sec. 5. AS 14.4.220 is anmended by addi ng a new subsection to
read:

(g) The corporation may not issue bonds to finance
projects under (a)(3) or this section in an aggregate anount
t hat exceeds $280, 000, 000.

Ms. Barrans stated that the HES Commttee determned that while it
is anticipated that the program"could return a substantial amount
of the contributed capital to the State, that in the future the
Student Loan Corporation not be |ooked to, to bond itself in
perpetuity beyond what it could afford to do." Therefore, she
continued, this aggregate limt was designated to finance State
proj ects.

Ms. Barrans continued that the second change "is relevant to the

prioritization for the awarding of State grants" in that the
original version of the bill allowed individuals "enrolled in
prograns of study leading to enploynment” in specific workforce

shortage areas. She shared that the Senate HES Comm ttee determ ned
that these specification "were too narrow and did not provide for
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t he advent of energing workforce needs,"” and therefore, she noted,
t hat | anguage was el i m nat ed.

Co-Chair WIken pointed out that an additional change is located in
Section 23, subsection (2) on page 11, line 24, in which "ten
percent” was changed to 15 percent as foll ows.

(2) "severe shortage"” neans a current or recurring job
vacancy rate of 15 percent of greater, as determ ned by the
Department of Labor and Workforce Devel opnment or by anot her
wor kf orce data source determned reliable by the conmm ssion.

Ms. Barrans affirmed. She noted that this change is the result of
t he af orenenti oned broadeni ng of the workforce area shortage needs.

Senat or Hof f man asked why the bill's language limts the anount of
bonds that could be available to finance projects to $280 nillion
as opposed to Ms. Barrens' testinony specifying that $260 mllion

woul d be avail able for this purpose over a three-year period.

Ms. Barrans responded that the bill's | anguage woul d deli berately
establish the anmpbunt at $280 mllion in order to allow the
associ ated costs of bond issuance to be paid for from the bond
proceeds. Furthernore, she noted that it would be beneficial to be
able to finance the mnimal reserve fund from the bond proceeds
rather than requiring the Corporation to utilize other resources to
fund either the cost of issuance or the reserve fund.

Senat or Hof fman surm sed therefore that the bond i ssuance expense
and the reserve fund expenses would anpbunt to approximtely $20
mllion.

Ms. Barrans concurred. She shared that it is typical for a Bond
Reserve Fund to be approximately ten percent and the cost of
i ssuance to be approximately two percent of the bond anmount.

Senat or Bunde asked that further information be provided in regards
to the grant program specifically the definition of financial
need. He additionally asked whether a student could be eligible for
both a grant and a student | oan.

Ms. Barrans responded that the Conmi ssion would like to work with
"financial aid officers at Alaskan institutions to develop a
formula that would best serve this constituency."” Typically, she
noted, the Comm ssion "would rely on a needs analysis that is based
on a federal free form for student financial aid, which is a
standard cal cul ation for financial need." However she noted that,
"one point of discussion.is whether we shoul d use..a standard cost

SFC- 03 (23) 02/ 17/ 04



of education in order to level the playing field " in a situation
where a student might elect to attend a nore expensive institution
as opposed to a |less expensive institution. She voiced the
understanding that, in order to efficiently utilize grant funds,
"the standard cost of education would be considered in that mx."

Senat or Bunde understood that the grants would be limted to
students who chose to attend college in the State.

Ms. Barrans replied that this is true, however, she noted that
whil e the standard cost of education to attend the University of
Al aska mght range between $8,000 and $12,000, the cost of
attendi ng another institution such as Shel don Jackson Col | ege or
Al aska Pacific University "m ght be considerably higher." She noted
that students could be recipients of both the grant and | oan
program

Senat or Bunde opined that a student mght require both funding
sour ces.

Ms. Barrans agreed.

Senator O son stated whether sone schools mght not qualify for
sone of the eligibility and priority specifications that are
identified in Section 23 of the bill beginning on page ten and
continui ng through page el even; specifically in subsection (2) (A
that reads as foll ows.

(2) enrolled or about to be enrolled

(A) at an institution approved to participate in federal
financial aid prograns under 20 U S. C. 1070 - 1099c-2, as
anended, located in this state; and

Ms. Barrans responded yes, "sone very small vocational schools” in
the State "are not regionally or nationally accredited.™

Senator O son asked whether the Kotzebue Technical Center in
Kot zebue or the Ilisagvik College in Barrow are accredited and
therefore would qualify for the grant noney.

Ms. Barrans responded that the Ilisagvik College and the Al aska
Vocational Technical Center in Kotzebue are accredited; however,
she was unsure of the status of the Kotzebue Technical Center and
woul d supply that information to him

Co-Chair WIken asked for confirmation that the noney that woul d be

available from the sale of bonds would be separate from the
Cor poration's dividend programthat has been contributing funds to

SFC- 03 (24) 02/ 17/ 04



the State's general funds for the past four years.
Ms. Barrans affirmed that, "it is a separate initiative."

Co-Chair WI ken concluded, therefore, that the State woul d conti nue
to receive "the dividend in addition to the payback." He voiced the
under standi ng that proceeds fromthe bond dividend nust be used for
capital projects.

Ms. Barrans clarified that the Internal Revenue Service specifies
that the proceeds from tax-exenpt bonds are federally limted to
specific types of projects and that typically a capital project
woul d qualify. She noted that "principle paynents on outstandi ng
debt service" is also an approved use of the funds.

Co-Chair WIken noted that the Corporation has provi ded additiona
information, titled "Al aska Student Loan Corporation Return of
Contributed Assets to State" [copy on file], that could supply
Comm ttee nenbers with further information.

Senat or Bunde asked the current status of the Conmm ssion's student
| oan default rate as conpared to the rate a decade earlier

Ms. Barrans responded that the nost recent year's default rate is
approxi mately four percent and is approximately 13 percent | ower
that the default rate of ten years prior

Co-Chair WIken shared that when he had served on the Comm ssion in
the late 1990's, it was determned that the State could garnish an
i ndi vi dual's permanent fund dividend (PFD) check when their |oan
was out standi ng. He asked how nmuch the Conmm ssion garnishes in this
manner each year.

Ms. Barrans responded that approximately $6.8 mllion was recently
collected in this manner.

Co-Chair WIlken recalled that during the first two years that the
garnishing of one's PFD was allowed, the State collected $13
mllion and $12 mllion, respectively.

Ms. Barrans agreed that being able to garnish PFD's is "an
effective tool."

Co-Chair WIlken noted that the State's Student Loan Corporation is
fairly unique in the nation.

Ms. Barrans agreed that while there are simlar prograns operating
in the country, the Corporation's prograns and services are uni que.
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Senat or Hof fman i nformed the Conmttee that he woul d be devel opi ng
an anendnent to this legislation that would all ocate ten percent of
the funds to support naintenance needs of the University of Al aska,
anot her ten percent to support nmjor nmaintenance of schools, and
the remai ning 80 percent would be retained by the State.

Co-Chair Wl ken noted therefore, that the bill would be held
pendi ng drafting of the anendnent.

Senator O son voi ced concern regarding the fact that the intent of
this legislation is to fund State capital projects now, via the
student |oan program s issuance of bonds that "m ght encunber
future generations of students."” He questioned whether trying to
solve a problem by using these bonds is the best option, and
therefore, he asked whether "there are other |oan type corporations
that are also contributing to the State's general fund."

Co-Chair Geen opined that each of the prograns that have been
funded with State general fund dollars "have the obligation, when
they can, to pay a dividend." Therefore, she stated that she
recogni zes this proposal "to be a dividend back to the State.”

Senat or O son responded that the Corporation is already paying a
di vidend. Continuing, he restated that his concern is that it would
"encunber future generations.”

The bill was HELD in Conmi ttee.
#

ADJ QURNIVENT

Co-Chair Gary WI ken adjourned the neeting at 11: 03 AM
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