HOUSE FI NANCE COWM TTEE
March 24, 2006
1:46 P. M

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmittee neeting to
order at 1:46:49 PM

MVEMBERS PRESENT

Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representati ve Ri chard Foster
Representati ve M ke Hawker
Representative Mke Kelly
Representative Beth Kerttul a
Representative Carl Moses
Representative Bruce Weyhrauch

MEMBERS ABSENT

Representative M ke Chenault, Co-Chair
Representative Jim Hol m
Representati ve Reggi e Joul e

ALSO PRESENT

Representative Harry Crawford; Representative Jim Elkins;
M ke Pawl owski, Staff, Representative Kevin Meyer; Suzanne
Cunni ngham Staff, Representative Myer; Joe Balash, Staff,
Senator Gene Therriault; Annette Kreitzer, Chief of Staff,
Ofice of the Lt. Gover nor; Heat her  Beaty, Staff,
Representative Harry Crawford; Wiitney Brewster, Director,
Division of Elections, Ofice of the Lt. Governor; John
MacKi nnon, Deputy Director, Departnent of Transportation and
Public Facilities; Jennifer Baxter, Staff, Representative
Ji m El ki ns

PRESENT VI A TELECONFERENCE

Aves Thompson, Director, Comrercial Vehicle Enforcenent,
Department of Transportation & Public Facilities, Anchorage;
Duane Bannock, Director, Division of Mtor Vehicles,
Department of Adm nistration, Anchorage

SUMVARY
HB 190 An Act relating to the purchase of alcoholic

beverages and to requiring identification to buy
al coholic beverages; requiring driver's licenses
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HB 266

HB 278

HB 377

and identification cards to be marked if a person
is restricted from consum ng al coholic beverages
as a result of a conviction or condition of
probation or parole.

CS HB 190 (FIN) was reported out of Conmttee with
a “no recomendation” and with zero note #2 by the
Department of Admnistration and indeterm nate
note #3 by the Departnent of Adm nistration.

An Act relating to offenses and penalties for
vi ol ation of vehi cl e wei ght [imtations;
prohibiting the use of a violation of a vehicle
weight limtation for certain personal autonobile
i nsurance actions; anmending Rule 43.6, Al aska
Rules of Admnistration; and providing for an
effective date.

CS HB 266 (FIN) was reported out of Conmttee with
a “no recommendation” and with zero note #4 by the
Departnment of Commerce, Conmmunity & Economc
Devel opnent, zero note #5 by the Departnent of
Transportation & Publ i c Facilities and
i ndeterm nate note #6 by the Departnent of Law

An Act relating to the Al aska Minicipal Bond Bank
Aut hority; permtting the Al aska Minicipal Bond
Bank Authority or a subsidiary of the authority to
assi st state and nunici pal governnental enployers
by issuing bonds and other commercial paper to
enabl e the governnental enployers to prepay all or
a portion of the governnmental enployers' shares of
the unfunded accrued actuarial liabilities of
retirement systens and authorizing governnental
enpl oyers to contract with and to issue bonds,
notes, or comrercial paper to the authority or its
subsidiary corporation for that purpose; and
providing for an effective date.

CS HB 278 (FIN) was reported out of Conmttee with
“individual” recomendations and wth a new
indeterm nate note by the House Finance Committee
for the Al aska Minici pal Bond Bank.

An Act relating to an exenption from certain
regi stration and practice requirements for persons
preparing drawi ngs or specifications related to
t he construction of certain buildings.

CS HB 377 (L&C) was reported out of Conmttee with
a “do pass” recommendation and with zero note #1
by the Departnment of Comerce, Community &
Econom ¢ Devel opnent.
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SB 172 An Act relating to the presentation of initiatives
and referenda on the ballot.

HCS CS SB 172 (FIN) was reported out of Committee
with a “do pass” recommendation, wth two new
fiscal notes by the Ofice of the Lt. Governor and
the House Finance Conmmittee and wth the
acconpanying title change resol ution.

1:47: 34 PM
#HB266
HOUSE BI LL NO._ 266

An Act relating to offenses and penalties for violation
of vehicle weight Iimtations; prohibiting the use of a
violation of a vehicle weight limtation for certain
personal autonobile insurance actions; anending Rule
43. 6, Al aska Rules of Adm nistration; and providing for
an effective date.

Co-Chair Meyer overviewed briefly the history of the bill.
REPRESENTATI VE JIM ELKINS, SPONSOR, introduced his staff,
Jenni fer Baxter. He comented on the bill’s process and
said he supports the version before the Commttee.

Representati ve Wyhrauch indicated his gratitude for the
i ntroduction of the |egislation.

1: 50: 34 PM

Co-Chair Meyer inquired if Departnment of Transportation &
Public Facilities supports the bill.

JOHN MACKI NNON, DEPUTY DI RECTOR, DEPARTNMENT OF
TRANSPORTATI ON AND PUBLIC FAC LI TI ES, stated that the
Depart ment does support the bill. He stated they had worked

with the trucking industry and have reached an agreenent
providing an increase to the fine structure, as well as
enforceability.

1: 51: 33 PM

Vice Chair Stoltze nade comrents regarding the availability
of scales in the Chugi ak area.

AVES THOWPSON, (TESTIFIED VIA TELECONFERENCE), DI RECTOR,
COWERCI AL  VEHI CLE ENFORCEMENT DI VI SI ON, DEPARTMENT OF
TRANSPORTATI ON & PUBLI C FACI LI TIES, ANCHORAGE, replied there
are not scales at all area pits but there are at the |arger
ones. The Departnent is working to develop a strategy to
address vehicles that are operating within the accepted
weight limts. Vice Chair Stoltze voiced concern wth
better conpliance.
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Co-Chair Meyer noted the differences between the House
Transportation Commttee (HTC) and the House Finance
Conmttee (HFC) version, pointing out that the HFC one
addresses the violation practice. He asked why that was
necessary since the Departnment has the authority to go after
mul ti pl e offenders. M. Thonpson agreed, acknow edging he
supports the House Finance Comm ttee version.

Representati ve Foster MOVED to REPORT CS HB 266 (FIN) out of
Commttee wth individual recomendations and wth the
acconpanyi ng fiscal notes. There being NO OBJECTION, it was
so ordered.

CS HB 266 (FIN was reported out of Conmittee with a “no
recomendation” and wth zero note #4 by the Departnment of
Commerce, Community & Econom c Devel opnent, zero note #5 by
the Departnent of Transportation & Public Facilities and
i ndeterm nate note #6 by the Departnent of Law.

At EASE: 1: 55: 04 PM
RECONVENE: 1: 57: 33 PM
#SB172

SENATE BILL NO. 172

An Act relating to the presentation of initiatives and
referenda on the ballot.

Vice Chair Stoltze MOVED to ADOPT work draft #24-LS0859\U
Kurtz, 3/24/06, as the version of the bill before the
Comm ttee. There being NO OBJECTION, it was adopted.

SUZANNE  CUNNI NGHAM STAFF, REPRESENTATI VE KEVIN MEYER,
addressed the nodifications nmde to the conmttee
substitute. There are two essential changes from the House
Judiciary Conmttee (HIC) version.

* In the HIC version, there was a requirenment that the
summary be no nore than 100 words for each section
The House Finance Committee (HFC) substitute reduces
that to 50 words per session.

* The HFC version requires the Division of Elections to
prepare and publish a panphlet for the primary el ection
if there is an initiative that wll appear on the
bal | ot . There is already a requirenent in State |aw
that the Division of Elections prepare a panphlet for
the GCeneral Election ballot, except for, in that
description, the summary woul d be 50 words or |ess.

2:00: 12 PM
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Representative Hawker asked if the interpretation as
proposed was for the 100 words and was neant for each
section or the entire bill. Ms. Cunni ngham replied that
when preparing the sumery, the Division of Elections, in
descri bing each section of the initiative, could use up to
50 words only. There is no aggregate limt.

ANNETTE KRElI TZER, CH EF OF STAFF, OFFICE OF THE LT.
GOVERNOR, clarified that would be a technical correction.
It is the job of the Lt. CGovernor to nmake that description,
not the Division of Elections.

2:01: 54 PM

Representative Hawker asked further clarification. MVs.
Kreitzer reiterated it was clear to their office, that it
woul d be 50 words or |ess per section.

2: 04: 07 PM

Co- Chair Meyer acknow edged concerns but realized there nust
be a limt to keep encouraging citizens to vote. The bil
also requires an information panphlet sent out before the
el ecti on.

Representative Hawker asked if that was what was truly
i nt ended. Ms. Kreitzer stated that the Legislature nust
make the policy call and then the Lt. Governor and the
Division of Elections will carry it out.

2: 05: 30 PM

JOE BALASH, STAFF, SENATOR GENE THERRI AULT, responded to
gueries by Representative Hawker noting that the sponsor
supports the proposed approach.

Representative Kelly asked what other states are doing to
address such concerns. M. Bal ash offered to research that.

Representative Kelly indicated his concern with the fisca
not e.

Representative Kerttula MOVED to ADOPT Anendnent #2. Vi ce
Chair Stoltze OBJECTED

Representative Kerttula noted that she supported including
the information in the voter panphlet as voters could
actually take tinme to read it. The intent of the anendnent
is to keep the ballot the same as it currently |ooks at 100
words; she did not think voters would actually read a 50-
word ball ot. The amendnent is neant to |eave the 25-word
title limt alone but limt the description to 100 words.

2:09: 21 PM
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M. Bal ash commented that the sponsor was satisfied with the
product of the Commttee.

Representative Hawker worried how realistic the anendnent
woul d be. He thought that the Lt. Governor needs to have
the expanded authority to decide what is contained in the
voter’s panphlet. He did not support the amendnent.

Representative Kerttula explained that her concern is the
actual ballot. Placing too many words on the actual ball ot
is not good and the anendnent coul d save noney.

Co- Chair Meyer hoped that including the information in the
panmphl et, the voter would then be able to make the nost
educated voting decision. Representative Kerttula agreed
about the panmphlet but thought that the extra |anguage on
the ballot will make it nore expensive and confusing.

2:12: 44 PM

Aroll call vote was taken on the notion.

| N FAVOR: Kerttula, Mdses, Weyhrauch
OPPOSED: Kelly, Stoltze, Foster, Hawker, Meyer

Representative Holm Representative Joule and Co-Chair
Chenault were not present for the vote.

The MOTI ON FAI LED (3-5).
2:14: 28 PM

Representative Kelly reiterated concerns regardi ng how ot her
states are addressing the concern.

2:15:42 PM

VWH TNEY BREWSTER, DI RECTOR, DI VI SI ON OF ELECTI ONS, OFFI CE OF
THE LT. GOVERNOR, stated that the Municipality of Anchorage
has the full |anguage on their ballot and had heard m xed
reactions to that.

Representative Kelly hoped that researched information could
be brought forward to the House Rules Commttee. Co- Chair
Meyer noted that M. Bal ash would research it.

2:16: 34 PM

Co-Chair Meyer pointed out that the Lt. Governor would be
receiving plenty of latitude wth up to 50 words. He
poi nted out the new fiscal note.
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Ms. Cunni ngham advi sed that there had been discussions with
the Ofice of the Lt. Governor and the Division of Elections
regarding the changes made in the version before the
Commttee, particularly the provision that requires themto
print a panphlet. |If there was a need for sonething on the
general election ballot, they prepared a cost estimate,
indicated by fiscal note dated 3/24/06, itemzing the
contractual costs. Through continuing discussions, the
Di vision has “real concerns” regarding the I ength of various
initiatives that may appear on the ballot. She reconmmended
both notes be noved with the bill:

. The one dated 2/10/06, O fice of the Lt. Governor,
and

. The new one proposed by the House Finance Commttee.

Ms. Cunni ngham believed the final costs could be rectified
during the Conference Committee action.

2:19:48 PM

Co- Chair Meyer knew that the Lt. Governor’s office wanted to
avoid a supplenental request. Ms. Kreitzer acknow edged
that was correct. She appreciated the Conmittee working

with their Ofice to avoid such action

2:20: 23 PM

Representati ve Weyhrauch appreci ated the testinony.

Representative Foster MOVED to REPORT HCS CS SB 172 (FIN)
out of Conmttee with individual recomendations and wth
t he acconpanying fiscal note. There being NO OBJECTION, it
was so ordered.

2:21: 24 PM

Ms. Cunni ngham pointed out that the substitute adopted by
the Commttee, includes a reference to election panphlets,
whi ch nust be incorporated into the title. Consequent |y,
there is an acconpanying title change resol ution.

Co-Chair Meyer stated that the bill would be passed from
Conmittee i ncl udi ng t he acconpanyi ng title change
resol ution.

HCS CS SB 172 (FIN) was reported out of Committee with a “do
pass” recommendation, wth two new fiscal notes by the
Ofice of the Lt. Governor and the House Finance Conmttee
and with the acconpanying title change resol ution.

2:23: 02 PM

House Fi nance Conmmittee 7 03/ 24/ 06 1:46 P. M



#HB190
HOUSE BI LL NO. 190

An Act relating to the purchase of al coholic beverages
and to requiring identification to buy alcoholic
bever ages; requiring driver's i censes and
identification cards to be nmarked if a person is
restricted from consumng alcoholic beverages as a
result of a conviction or condition of probation or
par ol e.

Vice Chair Stoltze MOVED to ADOPT work draft #24-LS0617\P
Luckhaupt, 3/21/06, as the version of the bill before the
Comm ttee. There being NO OBJECTION, it was adopt ed.

2:23:43 PM

REPRESENTATI VE HARRY CRAWORD, SPONSOR, deferred comments to
his staff, Ms. Beaty.

HEATHER  BEATY, STAFF, REPRESENTATI VE  HARRY  CRAWFCRD,
hi ghl i ghted the changes nmade fromversion “X’ to version “P”
— before the Comm ttee.

 Page 2, Lines 9 & 10, references were added to AS
28.35.030 and 28.35.032, which clarifies that the
intent of the bill, only persons convicted under
Al aska’s drunken driving and refusal to submt to
breat hal yzer, would receive a marked |icense or State
I D.

» Page 3, Line 3, adds that the description of the mark
on the license reflect, “not to enter or consune”. The
i dea was that could help the D vision of Mdtor Vehicles
understand what is needed on the actual |icense. |t
woul d al so provide better understanding to the business
selling al cohol and what they should be | ooking for.

 Page 3, Lines 28 & 29, & Page 4, Lines 3 & 4,
i ncorporates Anmendnent #1 adopted by the Finance
Commttee at the last hearing, and clarifies that the
license nust reflect the mark and other information
that the bill mght require.

2:26: 28 PM

Co- Chair Meyer was encouraged by the support from the Brown
Jug, whol esal er.

Representative Kelly asked about the mark on the |icense and
the six-year tine limt. Representative Crawford expl ai ned
that the person would have to surrender their license at the
time stopped by the police. The new license would have a
mark for a prescribed anount of tine.
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2:27:31 PM

Vice Chair Stoltze asked the intent of Section 1.
Representative Crawford replied that the responsibility
woul d be voluntary and it would only restrict the purpose
for buying alcohol; it would not restrict themfromentering
a prem se

2:29:12 PM

Co- Chair Meyer MOVED to ADOPT Anendnent #2, #24-LS0617\P. 2,
M schel, 3/23/06. Representati ve Hawker OBJECTED for
di scussi on purposes.

SUZANNE CUNNI NGHAM STAFF, REPRESENTATI VE KEVIN MEYER,
explained that Anmendnent #2 was drawn from concerns
regarding a restriction that a person mght have in entering
an establishnent that serves al cohol. The anmendnent woul d
delete “NEOC’ on Page 3, Line 3 and would insert “ROC,
which is an abbreviation for “restriction on consunption”.
Vice Chair Stoltze commented it would still allow the person
to go to a club but not be served.

Representative Hawker W THDREW his OBJECTI ON. There being
NO further OBJECTI ON, Anendnent #2 was adopt ed.

2:31: 10 PM

Co- Chair Meyer MOVED to ADOPT Anendnent #3, #24-LS0617\P.1,
M schel, 3/24/06. Representati ve Hawker OBJECTED for
di scussi on purposes.

Ms. Cunni ngham  expl ai ned Amendnent #3, addr esses
identification (1.D.) cards. She was concerned that if a
person was restricted from consunption, the card should
contain a mark during the person’s probation or duration of
par ol e. The anmendnent only applies to driving under the
i nfl uence of alcohol or controlled substances and refusal to
submt to a Breathalyzer or chemcal test. Drivers license
is usually the first thing taken at that tine. To neet the
intent of the bill, the Iicense should contain a restriction
on consunption during the period of probation and/or parole.
The anendnment would help tighten up those concerns by
i ndicating the restriction.

Representative Crawford was okay with the amendnent.

Representative Hawker W THDREW his OBJECTI ON. There being
NO further OBJECTI ON, Anendnent #3 was adopt ed.

2:33:45 PM

Co-Chair Meyer MOVED to ADOPT conceptual Anmendnent #4 to
Page 3, Line 31, deleting “Departnment of Corrections” and
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inserting “Alaska Parole Board”. Representative Hawker
OBJECTED f or di scussi on purposes.

Ms. Cunni ngham explained that Amendnment #4 provides
clarification submtted by the Departnent of Corrections.

Representative Crawford stated that he supports Amendnent
#4.

Representative Hawker inquired if it would be appropriate to
indicate the Alaska Parole Board or the Departnent of
Corrections. Ms. Cunni ngham responded that the conceptua
amendnment would remain with that intent depending on how the
duties were divided between the two.

Ms. Beaty advised that |anguage cane directly from the
Department of Corrections and the instructions were to
repl ace the | anguage.

2: 36: 23 PM

Representative Hawker W THDREW his OBJECTI ON. There being
NO further OBJECTI ON, conceptual Anmendnent #3 was adopt ed.

Co-Chair Meyer MOVED to ADOPT Amendnent #5. Representative
Hawker OBJECTED for the purposes of discussion.

Ms. Cunni ngham expl ai ned that Anmendnent #5 woul d acconplish
the needed changes to address technical and drafting
concerns and would clarify the condition of parole for the
convi ction of those crines.

Representative Hawker W THDREW his OBJECTI ON. There being
NO further OBJECTI ON, Anmendnent #5 was adopt ed.

2:37: 52 PM

Co-Chair Meyer pointed out that the |argest wholesaler in
the State of Al aska supports the bill. He appl auded t hat
costs had been reduced.

Representative Kelly asked if there would be any liability
to a vendor if they had not checked the ID and then
sonet hing ‘bad’ occurred. Representative Crawford stated it
was not the intent of the legislation to place liability on
a vendor. The responsibility rests on the offender.

Represent ati ve Hawker appl auded the anount of work done on
the bill, but mintained his reservations on the kind of
policy being proposed.

2:41: 46 PM

House Fi nance Conmmittee 10 03/ 24/ 06 1:46 P. M



Representative Crawford acknowl edged that there had been
much deliberation on that concern and that the mark would
remain during the time the person was on orders from the
Court. He stated the nerits keeping people with a drinking
probl em during the specified tine of their probation. He
stressed the nunber of people harned and/or killed and the
anount of expense to the State.

Representative Hawker worried about protection issues and
t hought the legislation would predom nately be enforced on
young people; seniors are rarely carded. Representati ve
Crawford acknow edged that not every establishnent would
check 1D s.

2:46: 20 PM

Representati ve Foster MOVED to REPORT CS HB 190 (FIN) out of
Commttee wth individual recommendations and wth the
acconpanyi ng fiscal notes.

CS HB 190 (FIN) was reported out of Conmittee with a “no
recomendation” and wth zero note #2 by the Departnment of
Adm nistration and indeterm nate note #3 by the Departnent
of Adm ni stration.

2:47: 04 PM
#HB377
HOUSE BI LL NO 377

An  Act relating to an exenption from certain
registration and practice requirenments for persons
preparing drawings or specifications related to the
construction of certain buildings.

M KE PAW.OASKI, STAFF, REPRESENTATIVE KEVIN MEYER, updated
the Commttee on the work done to address safety issues
since the bill was last heard. He indicated that each side
was present for testinony.

2:49: 02 PM

Co-Chair Meyer said there would be no public testinony as it
had been closed at the previous hearing. He nentioned
concerns regarding how it could work within statew de cities
& towns. M. Paw owski acknow edged discussion regarding
t hat concern. Most places have building departnments and

pl anni ng review divisions. There was concern that the staff
providing reviews mght not be structural engineers. That
argunent was countered that building codes prohibit third
stories being built in areas where earthquakes or high w nds
exist and it is a nute point for the bill. He thought
reviews by structural engineers add expense. M. Paw owski
advi sed that Al aska Statute, Page 2, Lines 13 & 14, item zes
t he exceptions.
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2:51:18 PM

M. Pawl owski added that per request of Representative
Kelly, contact with various statew de building departnents
was made and have remai ned neutral on the bill.

Representati ve Hawker not ed he initially expressed
reservation out of deference to the Architects, Engineers,
and Land Surveyors (AELS) Board, but his position had
changed and now supports the bill.

2:53: 27 PM

Vice Chair Stoltze pointed out the high cost of building
residential units statew de and how costs associated wth
engi neering increase that price tag. He enphasi zed the
escal ation of building costs, stating he would support the
bill.

2:55:14 PM

Co- Chair Meyer understood that it would conform the Al aska
code to the International Building and Residential code.
M. Paw owski stated that there m ght be sonme distinction in
t he residential code.

Representative Kerttul a voiced the serious concerns that are
not being acknow edged regarding |oad safety. She advi sed
t hat she woul d address those concerns on the House Fl oor.

2:56:18 PM

Representati ve Foster MOVED to REPORT CS HB 377 (L&C) out of
Commttee wth individual recommendations and wth the
acconpanyi ng zero note.

CS HB 377 (L&) was reported out of Commttee with a “do
pass” recommendati on and with zero note #1 by the Departnent
of Commerce, Community & Econom c Devel opnent.

2:57: 02 PM

#HB278
HOUSE BI LL NO._ 278

An Act relating to the Alaska Minicipal Bond Bank
Aut hority; permtting the Al aska Minicipal Bond Bank
Authority or a subsidiary of the authority to assist
state and nuni ci pal governnental enployers by issuing
bonds and other comercial paper to enable the
governnmental enployers to prepay all or a portion of
the governnental enployers' shares of the unfunded
accrued actuarial liabilities of retirenent systens and
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aut hori zi ng governnmental enployers to contract with and
to issue bonds, notes, or comercial paper to the
authority or its subsidiary corporation for that
pur pose; and providing for an effective date.

REPRESENTATI VE M KE HAWKER, SPONSOR, expl ai ned that the bil
aut hori zes the Al aska Muinicipal Bond Authority to consider
i ssuing pension obligation bonds (POBs) at the request of
the State or a nunicipal governnental enployer. POBs are a
proven and acceptable tool to manage pre-existing
ltabilities for State and |ocal pensions. Bond nmarket
participants are receptive to POBs, including bond insurers,
rati ng agencies and investors.

HB 278 would expand the authority of the Al aska Minicipa
Bond Authority to support the State or nunicipality that
wi shes to include POBs in their strategy to reduce the cost
of meeting unfunded pension liabilities. The bill does not
authorize any debt instrunents to be issued. The State or
muni ci pality would need to take a separate specific action
to utilize the new ability of the Minicipal Bond Bank
Aut hority.

Co-Chair Meyer MOVED to ADOPT Amendnent #1. Representative
Weyhrauch OBJECTED.

Representative Hawker asked to AMEND Anendnent #1: Delete
lines 28 — 31, Page 4. That section is not needed. There
bei ng NO OBJECTIQN, it was del et ed.

Representati ve Hawker explained that a title change m ght be
necessary. He observed that Anmendnent #1 pertains to the
Public Enployees Retirenment System (PERS) and Teachers
Retirement System (TRS) contributions in place prior to the
passage of legislation |ast year. The Departnent woul d have
the authority to make regulations to allow that the enpl oyer
could prepay a portion of the actuarial liability.

Representative Hawker continued, Page 1, Lines 19-22,
address the provision that indemifies an enployer that
makes a prepaynent.

Section 2, highlights the State’'s statutory authority for
muni ci pal debt authority. It answers questions brought up
in House State Affairs (HSTA) Commttee and clarifies that 2
or nore nunicipalities may cone together to make that type
transacti on.

3:04: 08 PM

Representative Hawker pointed out that the Muinicipal Bond
Bank could pool those activities; the language is
perm ssi ve. He added that Item C was another provision
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requested and would authorize nmunicipalities to enter into
fund di version agreenents.

3:04:50 PM

Represent ati ve Hawker continued, Sections 3 — 5, recognizes
that the individual enployer (TRS) contributions nust be
prepaid all unfunded pension for unfunded service costs.

3:05: 50 PM

Page 4 - ldentical | anguage relating to the PERS
transacti ons. Page 1, Line 10, provides a technical
correction. That section fromLines 13 — 26, is legislative
policy guiding the Al aska Minicipal Bond Bank. That

| anguage was rewritten, adding a provision addressing the
authority. The Bond Bank nust operate as a self-sufficient
operation with no expectation of subsidization of State
f unds.

3:07:56 PM

Representati ve Hawker pointed out that the University of
Al aska had been i ncl uded.

3:08:11 PM

Representati ve Wyhrauch questioned what constraints would
be pl aced upon the University of Al aska.

Representative Hawker responded that would be “enpty
authority” and subject to the internal accounting and
editing controls. The capital market would regulate any
such contenplated transaction along with the |egislative
sidebars. He felt it would be difficult for the University
to secure such a transaction wthout sufficient |egislative
support. He did not believe the State woul d be overexposed.

Representative Weyhrauch stressed the need to address the
State’s unfunded liability. He observed the extent of the
State’s current liability @$6.9 billion dollars.

Represent ati ve Hawker pointed out that the |egislation would
only provide an additional tool in that tool box and that the
program woul d be optional for nunicipalities.

Representative Kelly pointed out a technical correction on
Page 4, Line 25, that the period after “notes” should be a
comma. Representative Hawker concurr ed.

3:13: 01 PM

Represent ati ve Hawker advised that the Departnent of Revenue
does not support the transactions; however, he rem nded
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menbers that the Legislature is an independent body. He
poi nted out statewide interest in the |egislation.

Co- Chair Meyer spoke in support of the bill.

Representati ve Wyhrauch spoke in support of additional
appropriations to nmnunicipalities, but noted that it was
unlikely that they would receive further State funds.

Represent ati ve Hawker pointed out that the State will not be
liable; he reiterated the nunicipality’'s desire for the

transacti on. Co-Chair Meyer countered that the State is
ultimately responsible if the bonds default. Representative
Hawker stated it would be a noral liability, but not a

direct liability of the State.
3:16:34 PM

In response to a question by Representative Wyhrauch,
Representati ve Hawker explained that “pooling provisions”
were added to assist the smaller entities, which are feeling

the |argest inpact. The intent is to mnimze the cost
associated with the liability. Smaller communities would be
nore likely to avail thenselves of assistance from the

muni ci pal bond bank.

3:18: 03 PM

Representative Kelly spoke in support of the |egislation and
noted that the liability is nearly $7 billion dollars. He
felt the problem is worse than anticipated and that the
| egislation could add an optional tool. He felt that there
were reasonabl e protections for the downsi de.

3:20:13 PM

Representative Kerttula questioned why the University of
Al aska had been incl uded.

Representati ve Weyhrauch W THDREW hi s OBJECTI ON t o Anendnent
#1 as anended. There being NO further OBJECTION, anended
Amendnent #1 was adopt ed.

Representative Kerttula reiterated her question regarding

inclusion of the University. Representati ve Hawker
responded that it resulted froma request brought forward by
the University. They have a l|arge outstanding pension

obligation and it would provide them the authority to use
the professional services available through the Al aska
Muni ci pal Bond Bank.

3:22:12 PM
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Representati ve Hawker revi ewed t he definition of
governnent al enpl oyer and observed that the University would
fall under that definition

3:23:21 PM

Representati ve Wyhrauch suggested that the Departnent of
Law be included in the definition.

3:23:48 PM

Representative Kelly inquired if school districts would be
i ncl uded. Representative Hawker noted that the bill was
drafted to enconpass school districts, but pointed out that
nost have higher regulatory structures.

3:25: 00 PM

Representative Kelly observed that the term intercept funds
were used and/or a fund diversion, questioning if that was
fair. Representative Hawker agreed and acknow edged that a
transaction would not occur if capital markets were not
favorabl e.

3:25:56 PM

Representative Wyhrauch advised that states wusing the
pensi on obligation bonds are currently in serious trouble.
He observed the high risk invol ved.

Representati ve Weyhrauch believed that the |egislation could
provide a fal se sense of security. He acknow edged that it
could help address the problem but enphasized the need for
prudence.

3:27:07 PM

Representati ve Hawker agreed that any financial transaction
has ri sks. He noted discussions in previous comittees
about the m suse of such transactions and referred to backup
regardi ng ratings. Representati ve Hawker noted that nost
failures occur when entities are not realistic or are too
aggr essi ve. He maintained that the State of Alaska is
operating in an atnosphere of reality. The transactions
have exceeded 8 percent with a 2 - 3 percent arbitrage.

Conpound interest works to the favor of the enployer.
Representative Hawker enphasized that |essons |earned in
ot her jurisdictions have been included into the proposal.

3:30:46 PM

Co-Chair Meyer pointed out the new indetermnate fiscal
not e.

House Fi nance Conmmittee 16 03/ 24/ 06 1:46 P. M



Representati ve Hawker agreed, explaining there is no way to
know i f a transaction woul d be conpl et ed.

3:31:51 PM

Representative Kelly expressed frustration with the size of
the liability. He noted that there are Al askans not
invested in solving the problem and that enployees nust be
part of the sol ution.

3:33:27 PM

Representati ve Hawker observed that there are problens with
paying cash up front to cover the liability. The State
would forgo the ability to mtigate its obligation wth
ot her fundi ng sources. There are no sinple solutions and
there is no silver bullet. The legislation is one tool in
t he t ool box.

3:34: 22 PM

Representati ve Wyhrauch spoke to the conplexity of the
PERS/ TRS system repaynent and recomended deleting the
University of Al aska. Representative Hawker accepted the
change.

Representati ve Weyhrauch MOVED to delete “the University of
Al aska” on Page 5 of Anendnent #1.

Representative Kelly did not object, however, pointed out
that the University has a significant problem which also
nmust be sol ved. He recommended further deliberation on
inclusion of the University.

3:37:03 PM

Representative Hawker noted that the issue could be reviewd
in the Senate.

3:37:24 PM

Representative Wyhrauch stated that not w thstanding
significant increases in K-12 paynents that nust be made to
the PERS/ TRS system the noney should not be taken out of
the classroons. He warned that including the University
woul d raise issues of “finances and politics”. He urged
di stinguishing the University fromthe school districts.

3:38: 30 PM

There being NO OBJECTI ON, the University was del et ed.
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Representative Foster MOVED to REPORT CS HB 278 (FIN) out of
Commttee wth individual recommendations and wth the
acconpanyi ng new i ndet erm nate note.

CS HB 278 (FIN) was reported out of Conmttee wth
“individual” recomendations and with a new indeterm nate
note by the House Finance Conmttee for the Al aska Mini ci pal
Bond Bank.

#

ADJ OURNVENT

The neeting was adjourned at 3:39 P. M
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