HOUSE FI NANCE COWM TTEE
March 19, 2008
1:45 P. M

CALL TO ORDER

Co- Chair Meyer called the House Finance Conmittee neeting to
order at 1:45:00 PM

MVEMBERS PRESENT

Representative M ke Chenault, Co-Chair
Representative Kevin Meyer, Co-Chair
Representative Bill Stoltze, Vice-Chair
Representative Harry Crawford
Representative Les Gara

Representati ve M ke Hawker
Representati ve Reggi e Joul e
Representative Mke Kelly
Representative Bill Thomas Jr.

MEMBERS ABSENT

Representative John Harris
Representative Mary Nel son

ALSO PRESENT

Deven Mtchell, Executive Director, Al aska Minicipal Bond
Bank Authority, Departnent of Revenue; Charlie Swanton,
Director, Division of Sport Fish, Departnment of Fish and
Gane; Ellie Fitzjarrald, Drector, Dvision of Public
Assi stance, Departnent of Health and Social Services; Tom
Wight, Staff, Representative M ke Chenault; Jennifer Klein

Facilities Manager, Department  of Health and Soci al

Services; Vern Jones, Chief Procurenent O ficer, Departnent
of Admnistration; Kaci Schroeder, Staff, Representative
Bill Thomas

PRESENT VI A TELECONFERENCE

Ti m Joyce, Mayor, Cordova

SUVMVARY

HB 396 An Act relating to and increasing the amount of
the 2008 permanent fund dividend; and providing
for an effective date.

HB 396 was HEARD & HELD in Commttee for further
consi derati on.
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HB 418 An Act providing notice of and authorization for
the Departnent of Administration to enter into a
| ease- purchase agreenent for the construction, the
pur chase of equipnent, and the financing of a fish
hatchery in Anchorage to be operated by the
Departnment of Fish and Gane; relating to the
i ssuance of certificates of participation for the
fish hatchery; authorizing paynents for the | ease-
purchase agreenent from sport fishing facility
I icense surcharge fees; relating to capital |ease
financing of sport fishing facilities; and
providing for an effective date.

HB 418 was HEARD & HELD in Commttee for further
consi derati on.

HB 419 An Act prohibiting certain state | eases and | ease-
purchase agreenents for equipnent and other
personal property; and providing for an effective
dat e.

HB 419 was HEARD & HELD in Committee for further
consi derati on.

#HB418

1: 47: 05 PM

HOUSE BILL NO. 418

An Act providing notice of and authorization for the
Departnment of Admnistration to enter into a |ease-
purchase agreement for the construction, the purchase
of equi pnment, and the financing of a fish hatchery in
Anchorage to be operated by the Departnent of Fish and
Gane; relating to the issuance of «certificates of
participation for the fish hatchery; authorizing
paynents for the |ease-purchase agreenent from sport
fishing facility license surcharge fees; relating to
capital |ease financing of sport fishing facilities;
and providing for an effective date.

1:47: 29 PM

DEVEN M TCHELL, DEBT MANAGER, ALASKA MJUN Cl PAL BOND BANK
AUTHORI TY, DEPARTMENT OF REVENUE, inquired if the Conmmttee
preferred to hear testinony on the project or the financing
first. Co-Chair Meyer requested the project be identified.

CHARLI E  SWANTOQON, Dl RECTOR, DVISION OF SPORT FISH,
DEPARTMENT OF FISH AND GAME, explained that the project
proposes building a hatchery in Anchorage for the purposes
of producing resident species as well as anadronobus fish

The fish woul d be distributed throughout Southcentral Al aska
as well as provide brute stock for the Interior hatchery.
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M. Swanton pointed out that in 2004, the D vision managed
hat cheries largely located on mlitary bases. |In that year,
the mlitary decided to decomnm ssion their power plants.
Those facilities are “vintage”, built in the 1970 s and now,
wel | beyond their construction life. The intent of the bil
is replace the Anchorage facility with a 146, 000 square foot
facility, located on El nmendorf Air Force Base, which wl
allow the State to produce fish for the progranms for the
next 20-30 years. The original cost estimate was $45
mllion dollars and the estimate received in March 2008 was
$100 million dollars, including the construction, design and
site preparation work as well as the associated |egal and
adm ni strative fees.

1: 50: 16 PM

Vice-Chair Stoltze applauded the effort. He worried about
the policy passing through the House Special Commttee on
Commerci al Fisheries because of over-escapenent issues. He
asked if there was too nuch salnon escapenent in the
Sout hcentral streans. M. Swanton explained there are six
speci es of salnon; he asked for further refinenent of the
guesti oned species. He agreed there has been production and
yield escapenent and that over - escapenent has been
identified with Kenai sockeye.

1: 52: 58 PM

Co-Chair Chenault questioned the $100 mnmillion dollar
esti mated Anchorage hatchery costs and asked the antici pated
costs associated with the Fairbanks hatchery. M. Swanton
replied $45.6 mllion dollars and that a surcharge will pay
t he bond debt.

Co- Chair Chenault acknowl edged how essential hatcheries are
t hroughout the State. He nentioned that a hatchery in Kenai
had to be shut down resulting from spawning fish in federa
wat ers. He indicated concern with the proposed anount for
the State in obligating for the proposed expenditures.

1:55:16 PM

Co-Chair Meyer inquired why expenses had so dramatically
i ncreased and understood there is not adequate funding for
bot h proposal s. He said that both Anchorage and Fairbanks
hat chery proposals are in a “ness together”. He inquired if
the Department would reconmmend a Governor’s veto for the
suppl enent al | anguage.

1:56: 21 PM

M. Swanton addressed the concerns. Oiginally, when the
hatchery issue first surfaced, there was not an available
site for the Fairbanks hatchery. A design is wusually
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developed on a selected site. The original nunbers
subm tted were confusing. The $25 million dollar nunber was
in fact for construction alone. The buildings are very
conplex to build and if sonething goes wong, an entire year
of production could be |ost. He identified increases to
construction costs. The refinenments on the estimates are
good.

Co-Chair Meyer was concerned that the Anchorage hatchery
woul d be dependant on a Certificate of Participation (COP)
approval, making the project based on selling fishing
licenses in Southeast Al aska to subsidize it. He wanted to
see that the supplenental split the request, encouraging
Fai rbanks and Anchorage to work together for COP funding

He mai ntained that was not fair.

1: 58: 36 PM

M. Mtchell proposed a potential solution to anmend the
proposed |egislation to include Fairbanks as a participant
in the transaction and allocate costs to acconplish both
proj ect s. One concern regarding the Fairbanks proposal is
that they are further along in the design process and now
are ready to assune bids for construction.

2: 00: 46 PM

Co- Chair Meyer inquired the status for funding the Fairbanks
project. M. Swanton noted that the bids for construction
had al ready gone out for the reinbursable service agreenents
(RSA) and will be opened in early April 2008. He noted the
Fai rbanks facility is on schedul e.

2: 02: 07 PM

M. Mtchell addressed financing aspects of the |egislation.
He noted that the surcharge on sport fishing |icense sales
was i nplenmented in 2006, creating a revenue stream bonds and
supported by that revenue.

In order to achieve the needed ratings, the State required a
restrictive bond test to secure the revenue stream As a
result of and wth +the outstanding debt, there are
[imtations on how nuch nore capital can be raised fromthat
finite revenue stream M. Mtchell was confortable wth
about $45 nmillion dollars as an achievable figure w thout
General Fund support. That woul d involve backend | oading
and the use of capital appreciation bonds and being nore
creative and perhaps suffering on the rating side & interest
rate. As an alternative, the COP options were introduced.
The General Fund woul d beconme the backstop for the bonds and
use the surcharge to pay a portion of the debt service on
si npl e permanent bases to the outstandi ng bonds.
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M. Mtchell pointed out that the fiscal note does not
indicate issuing capital appreciation bonds, but rather
shows the benefits of the current interest bonds, using sone
General Fund support at |east through 2026 to support the
obligations. |If fishing |icense revenues fromthe surcharge
continue to grow, the anount would di mnish over time. The
structure ext ends t he sur char ge by 15-17 years.
Contenplating the structure is a large conmmtnent. He noted
the structure is marketable.

2:05:17 PM

Co- Chair Meyer thought that the length could be shortened by
adding nore cash. M. Mtchell responded that the
| egislature could conme up with General Fund nonies that
could be appropriated to the projects or direct the
Adm nistration to adm nister the Capital Appreciation Bonds
(CAB) with a shorter life.

2: 06: 08 PM

Representative Crawford asked about specifics of the bonds.
M. Mtchell explained that CAB bonds are otherw se referred
to as zero coupon bonds, paying no interest expense unti
the bonds nmature. The earnings would correlate to an
annual i zed interest rate.

2:07:01 PM

Representative Thomas renenbered when Senator  Seakins
introduced a simlar bill. He commented that he represents
a long district that has many hatcheries. He pointed out

that Southeast Al aska would be paying 25% of the sport
licenses and receiving nothing back and then paying for
hat cheries in Anchorage and Fairbanks. M. Swanton advised
that the total request of the Adm nistration is $146 nmillion
dollars. Representative Thomas argued that Southeast sells
25% of the permts and nmaintained that the requests are not

“fair or equi t abl e” as the CGovernor proposes  her
Adm ni stration to be. He said he would only support the
bill if Southeast hatcheries were included.

2:10:04 PM

Representative Thomas asked if it was intended to displace
Kings and Coho’s in the Wittier area. M. Swanton did not
know the specifics. There have been nodifications to where
fish are provided, yet did not know about displacenent.

Representative Thomas pointed out past federal efforts to
shut down mlitary bases and asked what would happen if

El mendorf was cl osed. M. Swanton explained the current
plan to use the Elnmendorf Air Force is isolated from the
base proper; however, it is on federal |and. The forner
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facilities were not on a public access road which was
probl ematic; that has been addressed by rerouting it.

Representative Thomas referenced the DiPac Hatchery,
pointing out that nost of the funding conmes from cost
recovery of a chumrelease in Amalga Harbor. He wanted to
see sonme of the dollars used to pay off sport-fish hatchery
activity. He enphasized that Southeast should be supported.
He noted he had hoped to add an anendnent to the bill but
that it was inpossible the way it is witten; consequently,
he woul d oppose it.

2:13: 06 PM

Representative Hawker referenced the COP vehicle; he asked
why the Adm nistration had not requested General Obligation
(&) bond funding if it was determined that it was the wll
of the people to support the projects. M. Mtchel
acknowl edged that it could be funded through GO bonds,
however, there is a timng issue associated wth the
project, Ilending urgency. He added that stand-alone
facilities lend thenselves to COP type funding.

2:14:46 PM
Representative  Hawker wondered if the request was
unrealistic. M. Swanton characterized the request as

noderate, pointing out that the costs associated with the
buil ding are conplex, structured with tanks, punps, & back-

up systens. It will be a production facility. He advi sed
that the Fairbanks facility had been scaled back. The
purpose is to efficiently produce fish. There are
additional <costs associated with the design work. He

def ended the costs of the project.

Representati ve Hawker request ed obj ective testi nony
regarding the facts. M. Swanton did not have any
avail abl e, but offered to research it for the Committee.

2:17: 35 PM

Vice-Chair Stoltze wanted to see nore fish in the
Sout hcentral streans but was not sure that HB 418 was the
correct vehicle to achieve that. He worried about the costs
and commented on buy-back prograns. M. Swanton expl ai ned
that the facility would produce about half the resident
species for stocking streans, |akes and inpoundnents and of
whi ch, 140 are located in the Interior, 82 in Mat-Su and a
smattering up and down the Kenai Peninsula. The ot her
production conponent is the anadronmous, which are primarily
King and Coho and what the facility production is intended
for. It should satisfy the |ocation demands for particul ar
species. He added that the |anguage of the bill is broader
regardi ng angl er opportunity.
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Vice-Chair Stoltze noted that he had received a |ot of nai
regarding the deficiency of Al aska salnon availability. He
did not understand the notives for the bill and asked if he
m sread the needs of Southcentral and public pressure.

2:22:51 PM

M. Swanton interjected that he had not indicated that |ake
trout would be the primary species released. He stipulated
that he had referenced rainbow trout and Dali Varden as the
primary |arge volunme fish. Vice-Chair Stoltze said he had
been generically referring to | ake fish & apol ogi zed.

M. Swanton guaranteed that w thout the hatchery production,
there would be less sport fishing opportunities in and
around Cook Inlet and cannot be expanded wthout a
production facility. Vice-Chair Stoltze offered to ask the
Comm ssi oner about the buy-backs. M. Swanton addressed the
concerns with a buy-back, pointing out that unless there is
a large volune, the fish preserved through not having
permts would not go elsewhere and that the permt being
fished, always catches nore fish

2:24: 56 PM

Vice-Chair pointed out that wth the economc value
currently being in Cook Inlet, $50 million would be a
substanti al buy-back. M. Swanton agreed it would be
substantial. M. Mtchell interjected that a buy-back woul d
not be funded through COP; for that funding there nust be a
proj ect .

2:26: 02 PM

Co- Chair Meyer understood that the State would have a 50-
year lease of the mlitary |land base. M. Swanton said yes.

Co-Chair Meyer inquired how Fairbanks currently addresses
the fish situation. M. Swanton said, currently, there is
an experinmental pilot hatchery run on the banks of the Chena
Ri ver, produci ng between 30,000 to 40,000 rai nbow trout from

the Anchorage facility. Co-Chair Meyer asked if that
process could continue rather than spending $50 mllion on a
new hatchery. M. Swanton commented that the current
situation will continue to di mnish opportunities.

Co-Chair Meyer thought the State could save at [|east $50
mllion dollars by using the Anchorage hatchery and trucking
fish to Fairbanks. M. Swanton did not know the age of the
facilities but thought they were close to 40 years old and
that both have site demands. He nentioned the risks placed
in one facility. Having two facilities, it is spread out.
One facility carries additional water denmands. He was not
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sure if the current system could adequately produce all the
fish.

2:29: 14 PM

Co-Chair Chenault referenced the federal |ease, questioning
t he guarantee on a 50-year |ease on federal property.

2:31: 06 PM

Representative Thomas pointed out that in the 1970's, the
Fi shery Rehabilitati on and Enhancenent Division (FRED) built
hat cheries in Southeast Al aska, which are now are operated
by regional aquacultures. He asked if Departnment of Fish
and Gane would be nmanaging the newly proposed hatcheries.
M. Swanton was not sure why the FRED Division had
surrendered nmanagenent. The Departnent would operate the
new proposed facilities.

Representative Thomas nentioned his involvenent with the
D Pac Hatchery and that they had to apply for federal
f undi ng. M. Swanton reported that operating a facility
producing pink and chum salnon is different from other
species and that they need to be held I|onger. He added,
concerns related to di sease.

2:33: 34 PM

Representative Joul e asked the difference between COP versus
&0 bonds. M. Mtchell responded the differences are subtle
and perhaps nore legal than not. Wth a CGeneral Obligation
bonds, there is a full faith commtnent and tax pledge with
an entity. A Certificate of Participation is sonething that
the State or nunicipality can issue and that there is a
“l esser” pledge and is structured around a |ease. An
investor is looking at the credit as being the General Fund
of the State of Alaska subject to appropriation pledged to
t hem

Representative Joul e asked if GO bonds had to be approved by
the voters. M. Mtchell affirned. Representative Joul e
asked if the COPs were sinply an act of the Legislature
M. Mtchell replied that revenue debt and |ease typically
do not require a vote of the el ectorate.

2: 36: 44 PM

Co- Chair Meyer asked if the last COP issued by the State was
for the Virology Lab. M. Mtchell said yes and that the
one before that was the Departnent of Environnenta
Conservation | ab. A credit pledge is not an unusual
commi t ment .
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Co-Chair Meyer asked where the fish from the Anchorage
hatchery go. M. Swanton explained that there are 13 sites
from Kachemak Bay to Ship Creek that receive King and Coho
sal non.

2:38:45 PM

PUBLI C TESTI MONY CLOSED

Co- Chair Meyer acknow edged the proposed dilemm, realizing
that the Legislature had authorized these two projects four
years ago.

Representative Crawford requested research information
regarding the results of the hatchery. M. Swanton did not
have an historical assessnent of the costs available. Sone
of the hatcheries are at |east 20-years old. He offered to
research those projects.

Representative Crawford questioned the size of t he
hatcheries in relationship to what already exists. M.
Swanton indicated that he had visited only three or four
sites around the State and did not have an adequate frane of
ref erence.

2:42: 02 PM

Representative Thomas asked if the Departnment of Fish and
Ganme budget would be increasing each year to cover the
operational costs for the hatcheries. M. Swanton advised
that $2.3 mllion dollars had been included for current

facility operational costs. He did anticipate that
operation of a facility could be run with the current
operational allocation provided to the Departnent. It is

anticipated that the Anchorage hatchery could be run for
approximately $2.3 mllion dollars annually, essentially, a
no net gain. The Fairbanks facility will cost about $1.7
mllion dollars to operate. Presently, the State is going
through the Dvision's internal budget to capture the
operating costs.

2:44: 04 PM

Co-Chair Meyer hoped that the COP could include both
hatcheries, realizing that if the bill is going to make it
t hrough the Legislative bodies, it can not be a stand al one
Anchor age proj ect.

Representative Kelly commented on the Fairbanks hatchery,
pointing out that —construction costs have increased
dramatically statew de and that the needed anpbunt is causing
consternation. He encouraged that the project be scaled
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back. He wanted to see fixed costs put in place for the
overruns, pointing out that the project are not justified.
An escapenent should be the 1% requirenent. |t has not been
conpl etely balanced out. He hoped the problem could be
solved wth the Governor’s hel p, hence, HB 418.

Representative Kelly encouraged nore focus on cost overruns,
which the Departnent has responded w th scal e-backs. He
pointed out that in the old bonding package, there is $21
mllion remaining dollars dedicated to Fairbanks. He
bel i eved that sone of the funds were available for sw tching
over. He stated that there is support fromboth comunities
on the facility project & wanted to see the bill nove
forward. He offered to work with Co-Chair Meyer

2:51: 46 PM

Co- Chair Meyer acknow edged the efforts put forward by the
depart nments. He observed that they had net |ast year and
that he had hoped a resol ution could have cone forth earlier
in the session.

Vice-Chair Stoltze apologized for the coments he had nade
to Representative Kelly.

Co-Chair Chenault referenced the fiscal note, questioning if
the debt service would cone from the capital or operating
budget . M. Mtchell advised that the debt service was
scheduled to cone out of a conbination of the surcharge
collection remaining $500 thousand dollars operational
commtrent for the next eight years. Presently, the tota
is about $1.5 million dollars and the balance would then
come from CGeneral Fund dollars. Co-Chair Chenault clarified
that it would be included in the operating budget until
2026.

Co-Chair Meyer thought it could be off-set by a cash
infusion from the capital budget. Representative Kelly
pointed out that by adding the item in, it wuld not
increase the fishing license fee, but instead extends it.
M. Mtchell said yes, pointing out those fees are
established in statute. The anpunt is nore punitive on out
of State sport fishers and that a one year out of state
i cense costs $100 doll ars.

2:56: 10 PM

HB 418 was HELD in Commttee for further consideration.

#HB396
2:56: 18 PM

HOUSE BI LL NO._ 396
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An Act relating to and increasing the amount of the
2008 permanent fund dividend; and providing for an
effective date.

REPRESENTATI VE BI LL THOVAS, SPONSOR, introduced his staff,
Kaci Schroeder. He pointed out that high cost fuel is
affecting everyone statew de. Al aska contributes a
significant anount of resources to the Nation, yet residents
pay sone of the highest prices for fuel. I f the hardships
associated with fuel costs continue, it wll force many
famlies to leave the State for a lower cost of [|iving.
Wile the State devises a permanent plan to address the
problem people are continuing to pay the costs. HB 396
attenpts to tenporarily address the problem by increasing
t he anount of the 2008 Permanent Fund Dividend (PFD) check
by $500 dollars. Representative Thomas sunmarized that the
proceeds from Alaska's oil belongs to all of Alaska and
shoul d be shared equally. He urged support for HB 396.

3:01: 23 PM

Vice-Chair Stoltze asked if Representative Thomas would
oppose the noney comng from a progressivity formula.
Representative Thomas commented that until the Legislature
as a body can create a plan that treats everyone equally, HB
396 provides a one-time shot. Wth the high energy costs,
it is inportant.

Vice-Chair Stoltze reiterated his question if the sponsor
was anenable to another source of funding for the bill.
Representati ve Thonmas wanted it to one cone out of the PFD
[a $310 million one-tine cost]. Vice-Chair Stoltze worried
about removing funds out of the formula. He agreed that
getting noney to Alaskans “is not a needs issue but a fair
di stribution concern”.

Representative Thomas thought the proposed |egislation
provides a fair way to distribute the wealth accunul ated by
the State. He agreed it could be classified as an energy
rebat e. Vice-Chair Stoltze thought it would be nore
appropriate as an energy dividend. He asked if issuance of
a separate check had been considered. Representative Thomas
t hought that one distribution would be cheaper.

Co- Chair Meyer was concerned about getting the noney back to
the people for fuel. He disagreed wth wusing the PFD
earni ngs and proposed instead, use of the surplus resulting
fromhigh fuel costs. He advised that the dollars wll help
t he econony regardl ess on how they are spent.

3: 06: 55 PM

Representative Gara agreed with finding a way to i ssue noney
to help people defray their high energy costs but would not
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support nmoney com ng out of Permanent Fund. He said he
woul d support the rebate com ng out of the General Fund. He
noted it was a proposed one-year only item so a continua
fundi ng source was not necessary.

Representative Gara expressed nany people have a problem
giving the funds to the wealthy. He disagreed with coments
made by Co-Chair Meyer. It is the |lower inconme people that
actually put the noney into the econony. He thought the
funds could be given to people who nake only a certain
anount. Every adult could apply and indicate how nmuch they
earn, noting that it is a crime to lie on a State benefit
form

3:09:27 PM

Representative Thomas agreed that using General Fund noney
would also be a good funding source. He nentioned the
discrimnation issue voiced by Representative (Gara,
mai ntai ning he wanted a program that does not discrimnate
agai nst an inconme bracket. Representative Gara stated he
woul d not support the legislation if it gives noney to rich
peopl e. Representative Thomas referenced a bill in the
Senate Finance Commttee (SFC) providing certain dollars as
charitabl e donations. He noted, currently, everyone in the
State receives a PFD and that there is no discrimnation
wi th that issuing.

Co-Chair Chenault supported all Alaskans receiving the
subsidy and thought that it could help spur statew de
econony. He understood that Earnings Reserve was relatively
| ow on funds; he did not know the effect paying the subsidy
fromthe PFD.

3:13: 26 PM

Vice-Chair Stoltze appreciated the debate. He renenbered
that initially, the proposal was floating as an energy
program He did not want to see an increase to the PFD.

Representative Crawford indicated his concern wth the
| egislation. He commented that energy costs are going to be
high next year as well. He encouraged the State be
i nvesting ways to get off fuel such as meking renewal energy
the goal. He suggested that a $300 million dollar
investnment into considerations for renewable energy costs
woul d be a huge boost. He wanted to see a plan that could
create dividends for years to cone.

Representati ve Thomas pointed out that HB 152 was sitting in
Senate Finance Conmmttee in support of renewable energy
ideas. He agreed with the need to support alternative power
sour ces.
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3:20: 03 PM

Representative Joule supported finding alternative energy
sources as recomended. He noted that he supports the
| egislation submtted by Representative Thomas to addresses
short term concerns as he believes that the core premse is
to help people with energy costs and was | ess concerned with
who gets it. He agreed that the long term concerns nust be
di scussed. The survivability of rural Alaska is directly
rel ated to high energy costs, which a huge concern and those
deci si ons nust be nade soon.

3:23:39 PM

Representative Gara nentioned fiscal discipline and the need
to prioritize these concerns. He voiced support the first
$150 million dollars going to the poorest, sincerely needing

the funds. He stated that second half [$150 million
dollars] could fund a strong wuniversity financial aid
program to get people into college. He revisited his

concerns for financing | ow inconme college students.

Representative Gara advised he is a co-sponsor for the
renewabl e resource funding bill, adding that it is inportant
to prioritize and rank projects with relationship to how to
t ransf orm soci ety.

Co- Chair Meyer supported HB 396, indicating that the sane
argunent could be used for the PFD s. He maintained that
everyone should be treated fairly and equally.

3:27:13 PM

Co-Chair Chenault agreed wth comments made by Co-Chair
Meyer that all Al askans should be given the entitlenent and
that he woul d not support creating two classes of people, an
upper and | ower incone group. He did not want to see the
State divided, yet wanted to address statewi de needs in a
fair and equitabl e manner.

Co- Chair Meyer relayed that the Governor has the oil prices;
he mai ntai ned that should be shared with all Al askans.

Representative Thomas advi sed that over 53% of Al askans are
in favor of the bill. He hoped that the noney could help
put food on the table.

3:29:43 PM

TIM JOYCE, MAYOR, CORDOVA (Testified via teleconference),
voi ced support for HB 396. He stated that the cost of
energy has drastically increased in the past few years and
much nore quickly than inflation. The econony can not
adj ust fast enough to conpensate for the costs of energy and
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as a result, spending by individuals needs tine to adjust.
He |isted resource costs in Cordova. There is a hydro plant
in Cordova. The recommended allowance proposed by
Representative Thomas could pay for approximately one nonth
of heating in the Cordova area. He urged consideration for
relief for citizens of Alaska, providing time to adjust to
the new energy factors. He rem nded nmenbers that |ast year,
the price of oil increased to $110 dollars per barrel.

3:34:33 PM

ELLIE FI TZJARRALD, DI RECTOR, DI VI SION OF PUBLI C ASSI STANCE
DEPARTMENT OF HEALTH AND SOCI AL SERVI CES, offered to answer
questions of the Commttee on the fiscal notes.

3:35:34 PM

PUBLI C TESTI MONY CLOSED

3:35:43 PM

Co- Chair Meyer wanted to hold the bill in Conmittee in order
to determ ne an appropriate fundi ng source.

Representative Gara reiterated that he woul d not support the
bill if the funds cane out of the Permanent Fund. He
mai ntai ned the need for funding a university financial aid
progr am Co-Chair Meyer believed that should be a |ater
phi | osophi cal debate. He maintained that the distribution
shoul d be the same as the PFD. The |list of eligible persons
are known so the costs associated with admnistering the
program woul d be substantially |ess.

3:37:42 PM

Representative Crawford pointed out there is a statutory
definition of the poverty rate. He maintained that if the

governnent is making an investnent in people’'s lives, it
needs to be a long-terminvestnent and should get away from
hi gh fuel costs. He wurged consideration of alternative

energy options. He asked to work with Representative Thonas
on a long-termfix.

Co- Chair Meyer pointed out that the Longevity Bonus had been
avai l able to everyone as well as the PFD program There
have been progranms in place that are not incone based. He
mai ntained, it is the nost fair way.

Representative Thomas advised that included in the
suppl enental funding for the energy assistance was $350
mllion dollars and that $100 million of that was for grants
for hone inprovenents, based on incone.
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Representative Gara reiterated that this is a poverty |eve
issue, especially for the kids at poverty Ievel. He
mai ntained that the logic used was inconsistent and that
di scrim nation agai nst weal thy people is not discrimnation.
He enphasi zed that he does not share the Co-Chair’s view of
di scrim nati on.

3:43:16 PM

HB 396 was HELD in Commttee for further consideration.

#HB419
3:43: 22 PM

HOUSE BI LL NO. 419

An Act prohibiting certain state |eases and |ease-
purchase agreenents for equipnent and other personal
property; and providing for an effective date.

TOM WRI GHT, STAFF, REPRESENTATIVE M KE CHENAULT, said that
HB 419 was introduced to elimnate the use of the master
| ease Iine of credit that sone departnents are utilizing as
a means to purchase equipnent or other non-real property
itens.

The State’s nmaster |lease line of credit was established in
2001 in response to inefficient |easing of equipnent by the
agenci es. The State Bond Committee selected Key Minicipa
Fi nanci al as the provider of a $25 million master |ease |line
of credit in June 2001. Lease obligations can be increased
above the $50 million dollar threshold through the use of
the master |ease program or through independent |ease
purchase agreenents, including vendor |ease purchase
agreenents or a third party | ease purchase.

He noted that many questions could be addressed through

passage of HB 419. Generally, the limtations on
departnents’ ability to enter operating |ease purchases for
non-real property purchases are broad. AS 36.30.085

provides the ability for departments to enter into |ease
purchase agreenents to perform duties and statutory
functions of the departnents. The statute limts the term
of the lease to 40-years, requiring that the |ease be
subject to annual appropriation and otherw se non-limting.
He pointed out AS 36.30.085 pertains to real property and is
silent on the use of equipnment and other non real property
issues. He noted that there are definitions of real and non
real property found in AS 01.10. 060.

M. Wight directed comments to the policy questions that
arise fromthe master | ease line of credit program
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. l's it a ci rcunvention of t he | egi sl ative
appropriation process.

. Were do the paynents for the participating agencies
show up in the agenci es budgets.

. Wiy do we pay interest at a tinme when General Fund
dollars are available to purchase equi pnent.

. Who controls the dollar amounts available within the

mast er | ease program

He recommended that departnental purchasing of big itens
such as equipnent or other itenms nmay be better sought
t hrough the Capital budget process.

M. Wight referenced the Master Lease Summary attachnent,
indicating the twenty-nine transactions, sonme of which have
been paid. (Copy on File). He pointed out that there are
about $40 million dollars of projects that have gone through

the Master Lease line of credit with approximately $26
mllion dollars owed on those transacti ons.
3:49: 50 PM

JENNI FER KLEI'N, FACI LI TI ES MANAGER, DEPARTMENT OF HEALTH AND
SOCIAL SERVICES, offered to answer questions of the
Comm ttee.

DEVEN M TCHELL, EXECUTIVE D RECTOR, ALASKA MJUNI CI PAL BOND
BANK AUTHORI TY, DEPARTMENT OF REVENUE, commented that the
Adm nistration is indifferent on the bill. He stated that
HB 419 would severely restrict the flexibility of the State
to respond to interimneeds. The master |ease of credit is
a program which he manages. It was fornulated in the early
2000's when there had been a series of private placenents
made with banks for structuring, stand-alone transactions.
He realized that sonme agencies were using vender financing,
some of whom are creative people and have financing
associ at es. The financing can end up being a cost center
with high interest. The formulation of the program was not
an attenpt to do sonething new but rather, it was an attenpt
to do sonething better. It was a matter of accessing a tax
exenpt rate of interest, recognizing that it was the State
of Al aska. Alaska should obtain a rate and have terns and
conditions for that type issue. The program has received
sone notoriety with the purchase of the jet.

3:53:01 PM

Co-Chair Chenault pointed out that when the nmaster |ease
line of credit was put into effect, the State did not have

t he anmount available that it currently has. The line did
provide the Admnistration flexibility. He worried about
the Legislature giving away their appropriation authority
and if sonme of the issues were “sliding” around. He
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believed that if any of the issues were really needed or if
it was a timng issue, then the master |ease would be the
way to go. He wanted to be assured that concerns are
“tightened” up & not abused.

3:55: 09 PM

VERN  JONES, CH EF PROCUREMENT  OFFI CER, DEPARTMENT OF
ADM NI STRATI ON, acknow edged the concerns voi ced by Co-Chair
Chenault creating an attenpt to zero in on the master |ease
line of credit. The bill as witten, would elimnate all
| eases and will create departnental difficulty. There are
some things that by law, the State can not own and nust
| ease; there are other tinmes where snaller dollar |eases do
make sense. He reiterated concerns with the way the bil
was witten.

3:56:22 PM

Co-Chair Chenault advised that HB 419 was not intended to
elimnate all |eases but rather to bring the Adm nistration
to the Legislature for discussions on certain issues.
Representative Thomas asked what was the spending limt.
M. Jones was not aware of a limt.

PUBLI C TESTI MONY CLOSED.

HB 419 was HELD in Commttee for further consideration.

#

ADJ OURNVENT

The neeting was adjourned at 3:57 P.M
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