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HOUSE BI LL NO. 278

"An Act relating to the Alaska Minicipal Bond Bank Authority;
permtting the Alaska Muinicipal Bond Bank Authority or a
subsidiary of the authority to assist state and nunicipal
governnental enployers by issuing bonds and other comercial
paper to enable the governnental enployers to prepay all or a
portion of the governnmental enployers' shares of the unfunded
accrued actuari al l[tabilities of retirement systens and
aut hori zi ng governnental enployers to contract with and to issue
bonds, notes, or commercial paper to the authority or its
subsidiary corporation for that purpose; and providing for an
effective date.”

- MOVED CSHB 278(RLS) OQUT OF COW TTEE
HOUSE BI LL NO. 13
"An Act relating to reinbursenent of municipal bonds for school
construction; and providing for an effective date."
- MOVED CSHB 13(RLS) OQUT OF COW TTEE
PREVI QUS COW TTEE ACTI ON
BILL: HB 278

SHORT TI TLE: RETI REMENT SYSTEM BONDS
SPONSOR(s): REPRESENTATI VE(s) HAVKER
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04/ 19/ 05 (H READ THE FI RST TI ME - REFERRALS
04/ 19/ 05 (H STA, FIN

01/ 12/ 06 (H STA AT 8: 00 AM CAPI TOL 106

01/ 12/ 06 (H Heard & Held

01/ 12/ 06 (H) M NUTE( STA)

01/ 17/ 06 (H STA AT 8: 00 AM CAPI TOL 106

01/ 17/ 06 (H Heard & Held

01/ 17/ 06 (H) M NUTE( STA)

01/ 19/ 06 (H STA AT 8: 00 AM CAPI TOL 106

01/ 19/ 06 (H Heard & Held

01/ 19/ 06 (H M NUTE( STA)

01/ 24/ 06 (H STA AT 8: 00 AM CAPI TOL 106

01/ 24/ 06 (H Heard & Held

01/ 24/ 06 (H) M NUTE( STA)

01/ 26/ 06 (H STA AT 8: 00 AM CAPI TOL 106

01/ 26/ 06 (H Moved Qut of Conmittee

01/ 26/ 06 (H M NUTE( STA)

01/ 27/ 06 (H STA RPT 2DP 5NR

01/ 27/ 06 (H) DP: GARDNER, GRUENBERG

01/ 27/ 06 (H) NR: LYNN, ELKINS, RAMRAS, GATTO SEATON
03/ 08/ 06 (H FIN AT 1: 30 PM HOUSE FI NANCE 519
03/ 08/ 06 (H) Heard & Held

03/ 08/ 06 (H M NUTE( FI N)

03/ 24/ 06 (H FIN AT 1: 30 PM HOUSE FI NANCE 519
03/ 24/ 06 (H Moved CSHB 278(FIN) Qut of Conmittee
03/ 24/ 06 (H M NUTE( FI N)

03/ 27/ 06 (H FIN RPT CS(FIN) NT 4DP 3NR

03/ 27/ 06 (H) DP. HAWKER, VEYHRAUCH, FOSTER, MEYER,
03/ 27/ 06 (H NR KELLY, KERTTULA, STO.TZE

04/ 13/ 06 (H) RLS AT 1:30 PM CAPI TOL 106

04/ 13/ 06 (H -- Meeting Cancel ed --

04/ 20/ 06 (H RLS AT 9: 00 AM CAPI TOL 17

BILL: HB 13
SHORT TITLE: SCHOOL CONSTRUCTI ON BOND REI MBURSEMVENT
SPONSOR('s): REPRESENTATI VE(s) GATTO, GRUENBERG

01/ 10/ 05 (H) PREFI LE RELEASED 12/ 30/ 04

01/ 10/ 05 (H) READ THE FI RST Tl ME - REFERRALS
01/ 10/ 05 (H) EDU, HES, FIN

01/ 25/ 05 (H) EDU AT 11: 00 AM CAPI TOL 106

01/ 25/ 05 (H) -- Meeting Cancel ed --

02/ 01/ 05 (H) EDU AT 11: 00 AM CAPI TOL 106

02/ 01/ 05 (H) Heard & Hel d

02/ 01/ 05 (H) M NUTE( EDU)

02/ 22/ 05 (H) EDU AT 11: 00 AM CAPI TOL 106

02/ 22/ 05 (H -- Meeting Cancel ed --
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03/ 03/ 05 (H EDU AT 11: 00 AM CAPI TOL 106

03/ 03/ 05 (H Moved Qut of Conmittee

03/ 03/ 05 (H M NUTE( EDU)

03/ 04/ 05 (H EDU RPT 5DP

03/ 04/ 05 (H DP: GARA, GATTO, WLSON, THOVAS, NEUVAN

03/ 15/ 05 (H HES AT 3: 00 PM CAPI TOL 106

03/ 15/ 05 (H Schedul ed But Not Heard

03/ 22/ 05 (H HES AT 3:00 PM CAPI TOL 106

03/ 22/ 05 (H) <subcomm tt ee neeti ng>

03/ 29/ 05 (H HES AT 3: 00 PM CAPI TOL 106

03/ 29/ 05 (H Heard & Held

03/ 29/ 05 (H M NUTE( HES)

04/ 05/ 05 (H HES AT 3: 00 PM CAPI TOL 106

04/ 05/ 05 (H Heard & Held

04/ 05/ 05 (H M NUTE( HES)

04/ 07/ 05 (H HES AT 3:30 PM CAPI TOL 106

04/ 07/ 05 (H <Bill Hearing Postponed>

04/ 14/ 05 (H HES AT 3: 00 PM CAPI TOL 106

04/ 14/ 05 (H Moved CSHB 13(HES) Qut of Conmmittee

04/ 14/ 05 (H) M NUTE( HES)

04/ 15/ 05 (H HES RPT CS(HES) NT 4DP 1NR

04/ 15/ 05 (H) DP: Cl SSNA, GARDNER, KOHRI NG W LSON,;

04/ 15/ 05 (H NR:  SEATON

04/ 20/ 05 (H FIN AT 1: 30 PM HOUSE FI NANCE 519

04/ 20/ 05 (H -- Meeting Canceled --

04/ 21/ 05 (H FIN AT 1: 30 PM HOUSE FI NANCE 519

04/ 21/ 05 (H Heard & Held

04/ 21/ 05 (H) M NUTE( FI N)

04/ 23/ 05 (H FIN AT 10: 00 AM HOUSE FI NANCE 519

04/ 23/ 05 (H Schedul ed But Not Heard

04/ 26/ 05 (H) FIN AT 1:30 PM HOUSE FI NANCE 519

04/ 26/ 05 (H Heard & Held

04/ 26/ 05 (H) M NUTE( FI N)

04/ 27/ 05 (H) FIN AT 1:30 PM HOUSE FI NANCE 519

04/ 27/ 05 (H Moved CSHB 13(FIN) Qut of Conmittee

04/ 27/ 05 (H) M NUTE( FI N)

05/ 02/ 05 (H FIN RPT CS(FIN) NT 6DP 4NR

05/ 02/ 05 (H DP: JOULE, WEYHRAUCH, CROFT, MOSES,
FOSTER, CHENAULT;

05/ 02/ 05 (H NR HAWKER, HOLM KELLY, MEYER

04/ 13/ 06 (H RLS AT 1:30 PM CAPI TOL 106

04/ 13/ 06 (H -- Meeting Cancel ed --

04/ 20/ 06 (H RLS AT 9: 00 AM CAPI TOL 17

W TNESS REG STER

REPRESENTATI VE M KE HAWKER
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Al aska State Legislature
Juneau, Al aska
PCSI TI ON STATEMENT:  Spoke as the sponsor of HB 278.

REPRESENTATI VE CARL GATTO

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT:  Spoke as one of the co-prine sponsors of HB
13.

CODY RICE, Staff

to Representative Carl Gatto

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT:  Answered questions during hearing on HB 13
on behalf of Representative Gatto, co- prime ponsor.

ACTI ON NARRATI VE

CHAI R NORVAN ROKEBERG cal l ed the House Rules Standing Conmittee

neeting to order at 9:04:12 AM Representati ves Berkowtz,
GQuttenberg, Harris, Coghill, and Rokeberg were present at the
call to order. Representative MG@uire arrived as the neeting

was in progress.

HB 278- RETI REMENT SYSTEM BONDS

9: 04: 36 AM

CHAI R ROKEBERG announced that the first order of business would
be HOUSE BILL NO 278, "An Act relating to the Al aska Minicipa
Bond Bank Authority; permtting the Al aska Minicipal Bond Bank
Authority or a subsidiary of the authority to assist state and
muni ci pal governnmental enployers by issuing bonds and other
commercial paper to enable the governnental enployers to prepay
all or a portion of the governnental enployers' shares of the
unfunded accrued actuarial liabilities of retirenent systens and
aut hori zi ng governnental enployers to contract with and to issue
bonds, notes, or comercial paper to the authority or its
subsidiary corporation for that purpose; and providing for an
effective date.”

9:04: 51 AM
REPRESENTATIVE HARRIS noved to adopt CSHB 278, Version 24-

LS0883\Y, Cook, 4/11/06, as the working docunent. There being
no objection, Version Y was before the commttee.
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9:05:12 AM

REPRESENTATI VE M KE HAWKER, Al aska State Legislature, sponsor,
expl ained that HB 278 aut horizes government workers in Alaska to
engage in “Pension Obligation Bond” (POB) transactions. He said
that in a POB transaction noney is borrowed at a |lower rate of
interest than the noney earns when invested wthin pension

funds. He stated that the governnental enployer profits from
the difference, adding that this is a *“legal arbi trage
mechani sm”

REPRESENTATI VE HAWKER went on to say that he would go through
the sectional analysis of the bill and explain changes nmade in
Version Y. Section 1 applies to the Teachers' Retirement System
(TRS), adding a new section which allows enployers to pay all or
a portion of unfunded pension obligations. He said that Section
2 contains the nmmjority of changes from the House Finance
Conmittee Substitute. He said that this section inproved
readability by replacing “bonds, notes, conmmercial paper, or
ot her obligations” with “obligations,” and added a definition of
“obligations” which includes these instrunents. In addition,
Version Y renoves |anguage that would be covered in the funds
di ver si on agreenent.

REPRESENTATI VE HAWKER said that Sections 3 and 4 add
facilitating |anguage to the accounting statutes for the Public
Enpl oyees' Retirenent System (PERS). Section 5 parallels
Section 1 of the bill and applies to PERS. He expl ai ned that
Section 6 adds to the statutory policies established for the
Muni ci pal Bond Bank Authority. He pointed out that the bond
bank should provide the | owest rates possible without
subsidizing the enployers beyond their neans. Moving on to
Section 7, he said that this section applies to the powers of
the bond bank, and allows the bond bank to create a subsidiary
organi zation for the purpose of facilitating nunicipal POB
transactions, if appropriate.

REPRESENTATI VE HAWKER continued with Section 8 that adds a new
statute defining the powers of the Minicipal Bond Bank Authority
when handling POB transactions. This includes guidelines such
as: provi di ng assistance to enployers, perform ng duties which
are necessary, and authorizing the issuance of debt and
obligations for these purposes. He said that POBs are
substituting a “hard debt” for a “soft debt,” and expressed
di sagreenent with this term He stated that pension obligations
are contractual obligations, and are considered a debt. He said
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that if the debt is transferred to the Minicipal Bond Bank,
there are limtations on the anobunt of debt the bond bank may
I ssue. Section 9 exenpts POBs from the current limt for
revenue bonds. He explained that Section 10 authorizes the
Muni ci pal Bond Bank to issue POBs, while Section 11 “raises the
cap” on debt other than revenue bonds.

REPRESENTATI VE HAWKER said that Section 12 adds a definition for

“gover nnent enpl oyer.” He noted that the House State Affairs
Committee and the House Finance Conmmittee both held several
hearings on the bill. Most of the changes in Version Y, he
said, are to make the bill readabl e.

9:12: 21 AM

REPRESENTATI VE BERKOW TZ referred to line 1 of the title, which
reads “An Act relating to accrued actuarial liabilities of
government systens;” and asked Representative Hawker if he would
object to renoving it.

REPRESENTATI VE HAWKER said that he would be anenable to that
del eti on.

CHAI R ROKEBERG opined that a little “wordsmthing” nmay inprove
this, as the bill specifically applies to POBs and is not “re-
witing the entire pension system”

REPRESENTATI VE HAWKER said that the aforenentioned section of
the title is not “a necessary conponent.”

9:13: 44 AM
The commttee took an at-ease from9:13 a.m to 9:14 a. m

REPRESENTATI VE BERKOW TZ noved Conceptual Amendnment 1, as
fol |l ows:

Page 1, line 1:
Delete “relating to accrued actuarial liabilities of
government retirenment systens;"”

REPRESENTATI VE HARRI S objected for discussion purposes. He
stated that this |anguage applies to PERS and TERS and reflects
t he purpose of the bill.

REPRESENTATI VE BERKOW TZ replied that page 1, line 6 contains
the appropriate information. He said that leaving in the
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| anguage which he wanted to delete would leave the title open-
ended.

9:15:20 AM

REPRESENTATI VE HAWKER stated that he concurs with Representative
Berkowitz's conclusion. He pointed out that HB 278 specifically
aut horizes [POB] transactions. Referring to lines 7-10 of the
title, he stated that “authorizing a governnental enployer to
issue obligations to prepay” and “enter into a |ease or other
contractual agreenment with a trustee or the Al aska Munici pal
Bond Bank Authority or a subsidiary” is the “neat of the bill.”
He said, “Although [HB 278] is a neans to address the accrued
actuarial liabilities of governnment retirenment systens, the bill
itself really does not relate to those liabilities; it really
relates to the ability and power of governnents to address the
liabilities.”

REPRESENTATI VE HARRI S wi t hdrew hi s obj ecti on.

REPRESENTATI VE ROKEBERG noted that there was no further
objection to Conceptual Amendnent 1, and therefore Conceptual
Amendrent 1 was adopt ed.

9:16: 13 AM

CHAIR ROKEBERG, in regard to the current |limt on revenue bonds
asked if the establishnent of a subsidiary avoids the “cap,” or
if avoiding the “cap” is necessary to establish a subsidiary.

REPRESENTATI VE HAWKER replied that the subsidiary is part of the
Bond Bank Authority, and its debt is wthin the Bond Bank
Authority's overriding *“caps.” He said “The intent here was
[that] the ... Pension Obligation Bond issues ... would not be
charged against the current cap of the ability of the bond bank
to service conmunity needs.”

CHAI R ROKEBERG asked what political subdivisions are authorized
to do this.

REPRESENTATI VE HAWKER said this is defined on page 11, under
Section 12 of Version Y, which reads:

(8) "governnental enployer"” nmeans the State of
Alaska or a nmunicipality or other state or nunicipa
governmental entity wthin the state, including an
agency, instrunentality, district, school district,
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public corporation, departnment, division, or other
subdi vision of the state or of a municipality, in its
capacity as an enpl oyer.

REPRESENTATI VE HAVWKER rel ayed that the intent in drafting this
was to be as broad as possible in order to enconpass al
governnmental enployers participating in either the PERS or TRS
systens. Earlier versions, he explained, had included the
University of Alaska in that definition as per the university's
request. He remarked that this inclusion was renoved, however
per the request of Representative Weyhrauch and through the vote
of the House Finance Comm ttee. In response to Chair Rokeberg,
he said he could not recall the rationale behind this.

CHAIR ROKEBERG sought confirmation that the Alaska State
Constitution prohibits the state, as a governnental entity, from
i ssui ng POBs.

REPRESENTATI VE HAWKER rel ated his understanding that the Al aska
State Constitution specifically prohibits the issuance of
general obligation bonds for any purpose other than capital
projects, which still requires a vote of the people. However,
he explained that even the people cannot vote on a general
obligation bond proposition for the purpose of satisfying the
pensi on obligations. He highlighted that this is fairly typica
across the country in different state constitutions. However,
the capital markets, he said, have created nany ot her mechani sns
that allow [states] to "sidestep” their constitutions on the
i ssuance of debt in the state: certificates of participation,
contracts, |eases, and other creative financing nechanisns. He
informed the commttee that the current state adm nistration
opposes the use of pension obligation bonds and opposes this

bill. He opined that "... just because the admnistration
opposes sonething, is no reason for us to adopt their policy
deci si on. There has been overwhelm ng proof that this is a
responsi bl e, functional nechanism that can be utilized." Thi s
bill, he explained, has been brought forward at the request of
muni ci pal enployers who want the opportunity to review the
options. Additionally, he relayed that the Alaska State

Constitution also prohibits nunicipal entities from issuing
general obligation bonds for anything other than capita

proj ects. These entities, he explained, "would have to
structure their transactions using one of these alternative debt
mechani snms  t hat ' si dest eps’ the general obligation bond

proposition."
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REPRESENTATI VE BERKOW TZ asked whether it is Representative
Hawker's position that the pension obligation bond isn't
"contenplated in the constitution."

REPRESENTATI VE HAWKER noted that the concept of POBs was not in
exi stence when the Al aska State Constitution was drafted.

REPRESENTATI VE HARRI S opined that regardless of the neans used
[to pay down the unfunded liability], "the full faith and credit
of the State of Alaska has to fall behind the debt that we owe
to the enployees ... to pay to themat their tinmes of retirenent
and for healthcare.”

9:21: 53 AM

REPRESENTATI VE = HAVKER, upon stating his agreenent W th
Representative Harris, said that the state has a contractua
obligation to its enployees and that "one way or the other, we
owe noney to the pension fund." He then clarified that this
bill only enpowers nunicipal enployers or governnental enployers
to "pursue transactions” and does not authorize or comit a
transacti on. Furthernore, he said, there is no consequence to
the bill unless a nunicipal entity "would choose to avail itself
of additional clarification of their authorities.”

9:23: 05 AM

CHAI R ROKEBERG cl osed public testinony of HB 278.

9:23:16 AM

REPRESENTATI VE HARRI S asked Representative Hawker if there was
opposition to the bill in the House Finance Commttee that

required it be pared down or sinply that nore information had
been | earned to nerit a change.

REPRESENTATIVE HAWKER clarified that the bill passed out
unani nously from the House Finance Commttee and recalled that
there were several "do passes” from that commttee. He then

referred to the title change and said that given "nmunicipal
governments already have the inplied authority to perform these
transactions by thenselves,” it was decided to nmake a change to
"allow a municipality with its own [nmeans to] pursue themon its
own. "

9:25:15 AM
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REPRESENTATI VE HARRI S asked whether there was anyone present
fromthe bond bank to testify and, if so, were they opposed.

REPRESENTATI VE HAWKER rel ayed that in the initial conversations
with the bond banks he concluded that "they do what they're

told.” He explained that they were told that the adm nistration
woul d be opposed to [POBs], but never expressed any problens
with the way the bill is structured.

REPRESENTATI VE GUTTENBERG addressed one of the topics in the
bill which is the unfunded liability in addition to the rising
health care costs. He opined that addressing these is a
significant part of the problem as well as controlling rising
costs.

REPRESENTATI VE HARRI S expressed his belief that this bill has
nothing to do with the rising cost of health care or that it
will ever affect it. He said that different legislation as well
as the cooperative efforts fromthe nedical comunity, insurance
community, and other entities will need to work together to
address this.

CHAI R ROKEBERG reconmended the conmmttee read the new [Al aska
Retirement Managenent Board's] recomrendations to overcone the
$6.9 billion obligation.

9:27:40 AM

REPRESENTATI VE BERKOW TZ surmised that if they hadn't taken out
the first Iine of the bill's title, they could be speaki ng about
health care <costs as a driving conponent of the accrued
actuarial liabilities of the governnent retirenent system "W
coul d have been tal king about all the drivers, here." He added

that he likes the bill and although he thinks that they need to
address the other conmponents, doing so at this time could create
difficulties [in passing the bill]. Thus, he said he would
prefer to keep the bill as focused as nuch as possi bl e.

REPRESENTATI VE HARRI S offered his understanding that they have
attenpted to address this issue, though it has not been easy

and that it is an issue that the whole country has to address as
wel | .

REPRESENTATI VE HAWKER remarked that this bill is intended to
address just one aspect of the bigger issue, and expressed
appreciation that the conmttee is not seeking to overload the
bill. "Universal tools are never really good at doing any
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single job, we need to have good, point-specific tools, and this
is one of them"™ he opined.

9:29:23 AM

REPRESENTATI VE GUTTENBERG noted that he has seven pieces of
| egislation dealing with prescription drug costs and yet none of
those of those bills has had a hearing. He went on to say: "W
need to start dialoging, it needs to be happening; it's not only
for the unfunded liability but for the citizens of the state of
Alaska - it's just sonmething that we're remiss [in] if we're not
addressing it whatever the political pressure of it "

9:29: 52 AM

REPRESENTATIVE HARRIS noved to report CSHB 278, Version 24-
LS0883\Y, Cook, 4/11/06, as anended, out of commttee wth
i ndi vidual recomrendations and the acconpanying fiscal notes.
There being no objection, CSHB 278(RLS) was reported from the
House Rul es Standing Commttee.

HB 13- SCHOOL CONSTRUCTI ON BOND REI MBURSEMENT

[ Cont ai ns di scussion of SB 36 and HB 493.]
9: 30: 04 AM

CHAI R ROKEBERG announced that the final order of business would
be HOUSE BILL NO 13, "An Act relating to reinbursenent of
muni ci pal bonds for school construction; and providing for an
effective date." [Before the commttee was CSHB 13(FIN). ]

9:31: 02 AM

REPRESENTATIVE HARRIS noved to adopt the proposed comittee
substitute (CS) for HB 13, Version 24-LS0062\R, M schel,
4/ 11/ 06, as the working docunent.

REPRESENTATI VE BERKOW TZ objected for discussion purposes. He
stated his understanding that Version R renobves the area cost
differential conmponent of the title, and he said he w shes the
commttee would not take that action. He related:

Normally | like tightening titles, but | think that
this is a conversation that the l|egislature has to
have. And if we have a vehicle that's going to give
us the ability to continue that conversation, | think
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we ought to keep that in play. And as for the
subsequent conponent of area cost differential, that's
a tactical consideration...

REPRESENTATI VE HARRIS interjected to withdraw his notion [to
adopt Version R as a work draft; therefore CSHB 13(FIN) was once
again before the commttee].

CHAI R ROKEBERG asked the co-sponsor of the bill to speak to the
original bill.

9: 32: 28

REPRESENTATI VE GATTO, Alaska State Legislature, as co-prine
sponsor of HB 13, said he would like to speak to Representative
Berkowitz's objection to adopting Version R as a work draft. He
reported that the studies referring to the cost differential and
how it affects the state are so significant that "it ought to be
a stand-alone piece of legislation, if that's what we want to
do." He said, "It would be like taking this bill and attaching
SB 36 and calling that an amendnent to a sinple bill, and making
the anmendnent 35 pages.” He said the area cost differential is
going to affect all 53 school districts in the state, and "we
will have w nners and |osers.” He classified the Anchorage,
Fai r banks, and Mat anuska- Susitna school districts as |osers.

REPRESENTATI VE HARRI S asked Representative Gatto to explain how
t hose school [districts] are |osers.

REPRESENTATI VE GATTO r esponded

Because what the area cost differential does is it
takes the existing noney we appropriate for education,
according to a formula in SB 36, and changes the
formul a. That neans if the noney remmins a constant,
then we have to deduct noney from sone districts in
order to increase the amobunt of noney that's forwarded
to other districts. So, it becones the kind of thing
that is a play of individuals against individuals,
districts against districts. And so, what I'd like to
say is | think it would be nore appropriate to nake
that a separate issue and go ahead and adopt the CS so
that we can talk about this one issue of school bond
debt reinbursenent and not get, at this point, into an
issue that is so significant that it would require a
significant anmount.
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9:34:12 AM

CODY RICE, Staff to Representative Carl Gatto, Alaska State
Legi slature, on behalf of Representative Gatto, co-prine sponsor
of HB 13, suggested that the sinplest way of |ooking at the cost
differential is in terns of market share. He nentioned the
fiscal note, which shows the percent change in narket share by
district.

REPRESENTATI VE HARRI' S interjected that he understands when "the
anount of noney you have is the sane and you're to split it up

differently.” However, he said he thinks the reality is that
the noney is not going to renmain the sane. He stated, "So, |
think ... the intent is to divide a larger pot of nobney up a

slightly bit different."

MR RICE replied that that is possible. He said there has been

talk of a "hold harmess.” He said it's inportant to note that
the hold harmless would need to be permanent - not a one-tine
fix - because there would be a permanent change of market share
for different districts. He projected that the [school]

districts of every nenber of the commttee would |ose market
share.

9: 35: 37 AM

REPRESENTATI VE MCGUI RE asked Representative Gatto to explain the
steps that brought the cost factors into the title of the bill.

REPRESENTATI VE GATTO offered his understanding that in the House
Finance Commttee an anendnent was offered by Representative
Chenault to add the study, but was then w thdrawn.

MR. RICE detailed that what had happened is that Representative
Chenault had "added in a phase-in form of the cost factor
study," which he noted is shown on pages 7-9 of CSHB 13(FIN).
He pointed out that Version R would extend the bond debt
rei nbursenent date through Novenber 30, 2008, whereas the bil

before the commttee does not do that. Furthernore, regarding
the cost factor study, M. Rice said Representative Chenault's
previ ously nentioned anendnment involved a hold harn ess [clause]

based on "last year's base student allocation.” He said, "So
if it is the will of the commttee to keep sonething |ike that
in there, | would strongly recommend increasing that nunber to

be a true hold harm ess.”

9:37:28 AM
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MR RICE, in response to a request from Representative Harris

directed attention to language in the bill on page 9, [line 21],
whi ch read, "base student allocation of $4,919 per student". He
said that amount "would not be sufficient for a hold harmnless.”
9:37:52 AM

CHAI R ROKEBERG said, "Part of the intent of having ... [Version
R] before us was to reorder the nunbers that have caused sone of
the confusion.” He offered his understanding that CSHB 13(FIN)

has been in the hands of the conmittee for a year.

MR RICE confirmed that [the commttee has had CSHB 13(FIN) for
a year].

CHAIR ROKEBERG concl uded, "That was ny intention as the
chairman, and that was nore structural than substantive. Just
so peopl e understand that it mght help [to know] why that is."
9:38:18 AM

REPRESENTATI VE MCGUI RE noted that Representative Gatto had begun
to say that an anendnment was offered by Representative Chenault

that had been w thdrawn; however, on pages 7-9 of the bill, she
observed that reference is made to district cost factors, and a
reflection of that shows in the title. She said, "So, sonehow
that concept was incorporated, whether it was that anendnent or
anot her." She clarified, "I'm trying to understand how that
conversation went, whether you were accepting of it at that
time, [and,] if so, what made you change your mnd now. " She

said she would also like to know if Representative Gatto has had
conversations with Representative Chenault "about the renoval of
this."

REPRESENTATI VE GATTO responded that he has never been in favor
of the cost factor study or the "American Institute for Research
(AIR)" study. He said the AIR study was flawed and the flaws
could be identified "in all the areas that we actually knew the
nunbers."” He continued:

So, the [Institute of Social and Econom c Research
(ISER)] study becanme a substitute study. The | SER
study brought forward sonewhat simlar ... results.
And ny understanding is, from reading the results,
what the ISER study will do is reapportion a pie.
Now, ny biggest concern is that if you take brand new
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noney - let's say $90 mllion - and distribute it
sonmewhat differently, remenber ... the $90 mllion is
in addition to close to a billion. If the | SER study
were to apply only to the new noney, that would be one
issue, but if it ... is retroactive and starts to
include <close to a billion dollars, now we're
reappropriating noney in huge, huge gul ps.

So, | would ... have expected that the introduction of
the | SER study would have said, "Take this new nobney
and reapportion this new noney" -- we would
essentially have two formulas. | don't believe |I'm
seeing that happen. And to further conplicate it,
there is also half ISER quarter ISER bring it in
over two years or four years; it beconmes sonewhat of a

conplicated issue. And if we want to address that
conplicated issue at this late date, we're going to
take a lot nore conmittee time in all likelihood to

cone back to the school district and the finance
director and talk about how the noney would be
di stri but ed.

But we did get a study done, and the study goes across
and says under the old fornula here's how each schoo

district will fare [and] under the new fornula here's
how each school district would fare. W cane up with
the percent novenent , as well as the percent
di fference. And ... then | had it run a couple of

different ways, and that is fromthe worst to the best

and also al phabetically so you could find your
personal district. And on the ... Anchorage district,
if indeed we were working under the |SER study, and
not under SB 36, they would have an 8 percent -

according to this page - 8 percent reduction in the
anount of noney they were receiving fromthe state ...
in the share of the entire pie. In order to bring

them back up to zero, so they do not |ose, we would
need substantially nore noney.

9:42: 01 AM

REPRESENTATI VE MCGUI RE said she understands that part but wants
an answer as to howit is that the reference to the cost factors
- which she said she understands Representative Gatto does not
support - got into the bill. She asked whether it is his intent
to renove the [cost factor references] now and whether he had
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conversations with, for exanple, Representative Chenault who put
that reference in the bill.

REPRESENTATI VE GATTO responded that he was not present during
t he House Finance Commttee neeting and only later |earned from
Representative Meyer that Representative Chenault had "offered

the ISER and then withdrew it." He said he did not see that
| anguage in Version R and he explained his understanding was
that it would be offered on the House fl oor. He said he would

be okay with battling the issue out on the House floor, because
it's an issue that should be discussed anong a group |arger than
one conmittee.

9:43:17 AM

VR. RICE recollected that Representative Chenault's words
regarding "this amendnent” were, "I hate to hijack a bill, but
in this case I'mgoing to have to."

CHAI R ROKEBERG said, "Was not ... HB 493 the vehicle that they
used and released from comrittee and | have it in the [House
Rul es Standing Commttee] now? Isn't that part of [Version R ?"

MR. RICE answered that's correct. He said HB 13 has been in the
House Rules Standing Conmittee for a year and, as such, he said

"sone of the dates are, | guess you could say, stale - they're
no longer particularly relevant.” He said the House Finance
Comm ttee, after adding the cost factor study to HB 13, cane out
with its own bond debt reinbursement bill, HB 493, which is
substantially simlar - mnus the cost factor study. M. Rice
expl ai ned that essentially what is being done is changing HB 13
to update the dates "and to the percentage of HB 493." He

stated, "This is a materially simlar bill to HB 493."

MR. RICE said another substantial change is that the percentages
have decreased. He explained, "Previously it was a 70 percent
rei nmbursenent for EED approved schools [and] 60 percent for non-
EED- approved schools; that's gone to 60/40, which is exactly the

same as HB 493." M. Rice continued:
So, it'’s a policy call, but essentially this is a
lower bill nunber on the sane topic that had an
amendnent added to it in [the House Finance
Comm ttee]. [ The House Finance Conmttee] decided to
push their own bill on the sanme topic, mnus the

anendnent that the original sponsor objected to.
W're trying to rectify that.
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9:45: 06 AM

REPRESENTATI VE HARRI S asked how HB 13 got a title amendnent in
the House Finance Conmttee if it was in the House Rules
Standing Commttee for a year.

CHAI R ROKEBERG replied, "That was when it was noved a year ago.
That was actually taken in the last session.” In response to a
foll owup question from Representative Harris, he confirnmed that
CSHB 13(FIN) has been in the House Rules Standing Conmttee for
a year. He stated, "As | nentioned, ny intention here was to
observe the | ower nunber reginme and that was all."

9:45: 52 AM

REPRESENTATI VE MCGUI RE noved to adopt the proposed commttee
substitute (CS) for HB 13, Version 24-LS0062\R, M schel
4/ 11/ 06, as the working docunent. There being no objection,
Version R was before the commttee.

9:46: 42 AM

REPRESENTATI VE BERKOW TZ noved to adopt Amendnent 1, which read
as follows [original punctuation provided]:

Add a new secti on:

Sec. AS14.11.100 (q) is anended to read:
(p) The total anount of school construction
projects approved for reinbursenment by the departnent
under (a)(13) and (a)(14) of this section
(1) may not exceed $179, 256, 000 ($177, 256, 000)
(2) after June 30, 1999, and until Cctober 31, 2006,
shal |l be allocated as foll ows:

(A $61, 925,000 to projects in a nunicipality with
a public school enrollnent of 45,000 or nore students
in fiscal year 2005, as determ ned under AS 14.17.500;

(B) $40, 570,000 to projects in a nunicipality with
a public school enrollnment of at |east 14,500 but |ess
than 20,000 students in fiscal year 2005, as
determ ned under AS 14.17.500;

(O $20, 000,000 to projects in a nunicipality with
a public school enrollnent of at |east 10,000 but |ess
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t han 14,600 students in
det er m ned under AS 14.17.500;

fiscal year 2005, as

(D) $2,588,000 to projects in a nunicipality with
a public school enrollnment of at |east 7,500 but |ess
than 10,000 students in fiscal year 2005, as

det erm ned under AS 14.17.500;

(E) $5,995,000 to projects in a nmunicipality with
a public school enrollnment of at |east 4,000 but |ess
than 6,000 students in fiscal year 2005, as determ ned

under AS 14.17.500;

(F) $1,237,000 to projects in a municipality wth
a public school enrollnment of at |east 2,400 but |ess
than 2,800 students in fiscal year 2005, as determ ned

under AS 14.17.500;

$1,100,000 to projects in a nunicipality with
a public school enrollnment of at |east 2,200 but |ess
than 2,400 students in fiscal year 2005, as determ ned
under AS 14.17.500;

qe)

(H $2,000,000 to projects in a nunicipality with
a public school enrollnment of at least 1,501 but |ess
than 1,800 students in fiscal year 2005, as determ ned

under AS 14.17.500;
(1) (H $7,164,000 to projects in a nunicipality with
a public school enrollnment of at |east 1,300 but |ess
than 1,500 students in fiscal year 2005, as determ ned
under AS 14.17.500;

(J) (1) $1,260,000 to projects in a nmunicipality with
a public school enrollnent of at |east 740 but |ess
than 757 students in fiscal year 2005, as determ ned

under AS 14.17.500;

(K) (J) $608,000 to projects in a nunicipality with a
public school enrollnment of at |east 650 but |ess than
757 students in fiscal year 2005, as determ ned under
AS 14.17.500;

(L) (K) $32,000,000 to projects in a nunicipality with
a public school enrollnent of at |east 500 but |ess
than 600 students in fiscal year 2005, as determ ned
under AS 14.17.500;

(M (L) $2,809,000 to projects in a municipality with
a public school enrollnent of at |east 370 but |ess
than 390 students in fiscal year 2005, as determ ned
under AS 14.17.500;

CHAI R ROKEBERG [ obj ected] for discussion purposes.

REPRESENTATI VE BERKOW TZ not ed t hat
Representative Joule's office.

Anmendnent
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during the hustle and bustle of |ast session, sone n stakes were
made and Amendnent 1 woul d correct them

CHAI R ROKEBERG indicated that the oversight had to do with a
previous exclusion of an area that was wthin a student
popul ati on.

REPRESENTATI VE BERKOW TZ stated his understanding that "everyone
acknow edges that these nunbers should have been what they are,
and so we're trying to put themback in."

REPRESENTATI VE ROKEBERG asked if there was any further
di scussion of Anmendnment 1. He announced that there being no
further [objection], Amendnent 1 was adopted. [ Representative
Rokeberg's previous objection to Anendnment 1 was treated as
wi t hdr awn. ]

REPRESENTATI VE GATTO expressed his support of Amendnent 1.

9:47. 45 AM

CHAI R ROKEBERG cl osed public testinony.

9:47:50 AM

REPRESENTATI VE MCGUI RE noved to report the proposed comittee
substitute (CS) for HB 13, Version 24-LS0062\R, M schel,
4/ 11/ 06, as anended, out of commttee wth individual
recommendati ons and the acconpanying fiscal notes. There bei ng
no objection, CSHB 13(RLS) was reported from the House Rules
Standing Comm ttee.

9:48: 05 AM

ADJ OURNNMENT

There being no further business before the commttee, the House
Rul es Standing Conm ttee neeting was adjourned at 9:48 a.m
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