SENATE FI NANCE COWM TTEE
February 29, 2008
9:07 a.m

CALL TO ORDER

Co-Chair Hoffrman called the Senate Finance Comm ttee neeting
to order at 9:07:59 AM

VEMBERS PRESENT

Senat or Lyman Hof f man, Co-Chair
Senator Bert Stedman, Co-Chair
Senator Charlie Huggins, Vice-Chair
Senator Kim Elton

Senat or Donny O son

Senat or Joe Thomas

Senat or Fred Dyson

MEMBERS ABSENT

None
ALSO PRESENT

Representative M ke Hawker; Amanda Ryder, Fiscal Analyst,
Legislative Finance; Brian Andrews, Deputy Comm ssioner,
Treasury Division, Departnent of Revenue; Adam Stoll, Vice
President, Goldman Sachs; G eg Sundberg, Mnagi ng Director
Merrill Lynch

PRESENT VI A TELECONFERENCE

Jeff Urbina, Vice President, Wachovia Securities, Seattle
Carol Sanuels, Senior Vice President, Seattle Northwest
Securities, Oregon

SUMVARY

SB 256 "An  Act maki ng  suppl enent al appropri ations,
capi tal appropri ations, reappropriations, and
ot her appropri ati ons; amendi ng certain
appropriations; ratifying certain expenditures;
maki ng appropriations to capitalize funds; and
providing for an effective date."
SB 256 was heard and HELD in Committee for further
consi der ati on.

CSHB 13(FIN)
"An  Act relating to prepaynents of accrued
actuarial liabilities of governnent retirenent

systens; relating to the Al aska Minicipal Bond
Bank Authority, the Al aska Housing Finance
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Cor por ati on, and the state bond commttee;
establishing the Al aska Pension bligation Bond
Corporation; permtting the Al aska Minicipal Bond
Bank Authority or a subsidiary of the authority, a
subsi di ary of the Alaska Housing Fi nance
Corporation, the state bond conmttee, and the
Al aska Pension Obligation Bond Corporation to
assi st state and nunici pal governnental enployers
by issuing bonds, notes, commercial paper, or
other obligations to enable the governnmenta

enployers to prepay all or a portion of the
governnental enployers' shares of the unfunded
accrued actuari al l[iabilities of retirement

systens; authorizing a governnmental enployer to
issue obligations to prepay all or a portion of
t he governnental enployer's shares of the unfunded
accrued actuari al ltabilities of retirement
systems and to enter into a |ease or other
contractual agreenent with a trustee, the Al aska
Muni ci pal Bond Bank Authority or a subsidiary of
the authority, a subsidiary of the Al aska Housing
Fi nance Corporation, the state bond commttee, or
t he Al aska Pension Obligation Bond Corporation in
connection with the issuance of obligations for
that purpose, and relating to those obligations;
relating to revision of the enployer contribution
rate in connection with financed prepaynent of
unf unded accrued actuari al liabilities of
governnent retirement systens; and providing for
an effective date."

CSHB 13 (FIN) was heard and HELD in Committee for
further consideration.

SB 229 "An Act relating to the Tanana Valley State Forest
and to assignnment of certain forest land to the
Mnto Flats State Gane Refuge; and providing for
an effective date.™
SB 229 was schedul ed but not heard.

9:08: 20 AM

SENATE BILL NO. 256

"An Act making supplenental appropriations, capital
appropri ations, reappropriations, and ot her
appropri ati ons; amendi ng certain appropri ations;
ratifying certain expenditures; nmaking appropriations
to capitalize funds; and providing for an effective
date."

Co-Chair

Hof fman noted it was the third hearing on SB 256 by

the Senate Fi nance Conmmittee.
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9:11: 09 AM

TI M GRUSSENDORF, STAFF, CO CHAIR LYMAN HOFFMAN, turned to
page 7 of the supplenental requests spreadsheet for CSSB 256
(FIN to explain nodifications and additions that have been
made:

Sections 7-9 Nat ur al Resour ces Ol & Gas

Cost to inplenent ch.1, SSSLA 2007 (HB 2001) Al aska's
Clear and Equitable Share legislation. Add two Gl &
Gas Revenue Audit Master exenpt positions. The anount
is reduced fromthe original fiscal note due to later
than anticipated hiring of the positions. The FYO09
budget contains a related increase of $303.5.

M. Gussendorf explained that the nunber was reduced from
$110, 000 to $85,000 due to positions not yet hired.

Sections 7-9 Public Safety Judi ci al Services — Anchorage

Assune Anchorage prisoner transport duties. Assunes
Decenber 2007 hire date for six new positions. Covers
one-time purchases and share of annual expenses. | f

one-tinme costs are not funded here, additional funds
will be needed in FY09. |In the FY09 budget at $656.3
for a full year's costs, but that does not include one-
time costs.

M. Gussendorf related that the reduction from $620,300 to
$477,600 is because the new positions have not been hired
yet.

Section 13(a) Envi ronnent al Conservati on Water Quality

| npl enentation of the Ocean Ranger program The
contract needs to be established early enough to allow
the contractor to hire and train Ccean Rangers prior to
the season beginning in May 2008. The contractor wll

incur substantial expenditures for hiring, training,

and purchasing equipnment in preparation for the
upcom ng season. In addition to the contractor's
costs, the department is incurring expenditures for

payi ng staff and other expenditures for inplenmentation
of the program

M. Gussendorf reported that the |anguage was nodified to
clarify that the program spends no nore than the $4 berth
tax that it generates.

Section 22 Educati on School Performance |Incentive Program
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If the amount necessary to pay school perfornmance
incentives exceeds the anopunt appropriated for FY08,
the additional anmpbunt necessary 1S appropriated. The
departnment won't know the final amount until after the
| egislature has adjourned. Simlar |anguage 1is
i ncluded in the FYO9 operating budget.

M. Gussendorf explained that the Governor had proposed a
three-year line for the performance incentive program  An
additional $1.4 nmillion will be funded for the program and
allow a report to be generated to see if the program is
wor ki ng as expect ed.

9:13:47 AM

Section 27 Debt Fund Capitalization PCE Fund

I ncrease PCE Fund capitalization by $700.0 from
$12,999.4 G to $13,699.4 G (total funds from
$25,273.0 to $25,973.0) in order to provide nore PCE
fundi ng needed due to increased fuel costs.

M. Gussendorf explained that the nunber was changed from
$700,000 to $1.2 nillion for FY 08, and the FY 09 request
woul d be reduced by $500,000 in order to fully fund PCE for
FY 08.

M . Grussendorf reported on a new appropriation of
$13, 261,000 to Retirenment & Benefits that will depend on the
passage of SB 125, which is the PERS/TRS bill. It wll be a
one-tinme paynent for the “heroes list” and those who were
under the rate of 22 percent. If SB 125 passes, the
| anguage regarding the “phase up” to 22 percent wll be
renoved

9:15:16 AM

M. Gussendorf reported on a new appropriation to Comerce
regardi ng QTA I ndependent Travelers Gants. Al non-Vehicle
Rental Tax funds will be replaced with Vehicle Rental Tax
f undi ng. The Vehicle Rental Tax will be placed into the
Departnment of Natural Resources, Parks Managenent.

M . G ussendorf related that there would be a new
appropriation of $150 mllion for the capitalization of the
new fund for revenue sharing to Comrerce, Revenue Sharing
contingent on the passage of SB 72.

M. Gussendorf explained a new appropriation to Fish and
Gane for the Anchorage Hatchery. It is a scope change that
removes | anguage enabling funding to be spent on a hatchery
in Fairbanks (leaving a hatchery for Anchorage in the
appropriation | anguage).
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M. Gussendorf said that there is a new Fund Capitalization
to the Statutory Budget Reserve which appropriates $1
billion of the FY 08 surplus to the SBR

M. Gussendorf reported another new Fund Capitalization to
the Constitutional Budget Reserve of an appropriation of
$2.6 billion of the Fy08 surplus to the CBR

M . Grussendorf explained a |anguage <change in the
Department of Revenue, Shared Taxes and Fees, which would
add shared taxes and fees |anguage for revenue collected in
FY 08, renove the commercial passenger vessel excise tax
from FY 09 s budget, and not include it in the FY 08
suppl enental to ensure that the correct persons receive the
paynent .

9:18: 04 AM

M. Gussendorf related that a new appropriation of $200
mllion to the Departnent of Revenue, Al aska Housing Fi nance
Corporation (AHFC), is part of a new energy program called
the Alaska Housing Energy Efficiency and Watherization
Program  Anot her appropriation of $100 million is part of
t he new Al aska Housi ng Honme Energy Rating Rebate Program

M. Gussendorf noted that there is a new pl acehol der of $50
mllion for the Departnment of Transportation and Public
Facilities, for capital projects.

M. Gussendorf reported on an appropriation of $68 mllion
to the Departnment of Adm nistration for capital in order to
repl ace the Master Lease Line of Credit Funding with general
f unds. This will reduce the FY 09 budget by $4 nillion
(reduction in debt service paynents) and wll add $68
mllion to the supplenental: $10 m (SATS/ALMR), $41 m
(AKPAY), $17 m (phone system.

9:19:34 AM

M. Gussendorf highlighted the total projects that were
del eted and approved, and the anmount the Senate Finance
Comm ttee has added, including suppl enental savings.

Section 26 (f) Transportation

The Environnmental Protection Agency (EPA) has initiated
an enforcenent action agai nst DOT&PF, alleging nultiple
violations of the Clean Water Act. 1In addition, EPAis
requesting information regarding sand and gravel
sources. EPA believes that DOT&PF and its contractors
have been operating material sites w thout appropriate
storm water permts.

The EPA has proposed settling the case if the State
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agrees to the entry of a consent decree(s) that could
invol ve the paynent of significant fines (ldaho and
Hawai i have paid fines bet ween  $500,000 and
$1, 000, 000) , be required to conduct supplenental
environmental projects, and provide training wthin
DOT&PF.

Thi s funding would be used to collect evidence, present
a defense and begin negotiating a settlenent. It is
anticipated that costs are expected to be at |east
$500. 0 during cal endar year 2008 so an extended | apse
date through June 30, 2009 is request ed.

AMANDA RYDER, FI SCAL ANALYST, LEGQ SLATI VE FI NANCE, expl ai ned
that the nodification was because of EPA s enforcenent
action and the noney would be used for |egal action. The
noney was appropriated to enable the state to pay settl enent
costs.

9:21:31 AM

Co-Chair Stedman MOVED to ADOPT the CS for SB 256, | abeled
25- GS2009\ C, Kane, 2/29/08.

Co- Chair Hof f man OBJECTED for di scussion purposes.

Co-Chair Hoffman commented that the original bill was for
approximately $205 million and the committee is approving
$172,816,800 in the new version of the bill. There is an
increase in general funds of $4, 150,730, 800. The vast
majority of this appropriation is savings of $2.6 billion to
the CBR a paynent of 50 percent of the outstanding bal ance,
| eaving a balance of $2.6 billion. The CBR currently has a

bal ance of $3.3 billion and the addition of $2.6 billion
woul d bring the fund balance to $5.9 billion. |If this trend
cont i nues, it is ~conceivable that the CBR could be
conpletely paid off in a few years.

9:24:09 AM

Co- Chair Hof frman continued to explain that a deposit of $1
billion to the SBR requires only a sinple mgjority. Also
included in the fast track supplenmental is $18.5 billion

needed to ensure that the senior services |legislation
recently passed gets funded. He noted that $300 mllion is
set aside for grants for energy assistance. Anot her maj or
change is $150 nmillion for revenue sharing, contingent on
passage of SB 72.

9:26:17 AM

Co-Chair Stedman clarified that $3.6 billion is being put
into savings, $300 mllion into energy conservation, and
$150 nmllion into revenue sharing. Co- Chair Hof f man

Senat e Finance Committee 6 02/29/08 9:07 A M



commented that the bill front-end | oads the revenue sharing
program that will ensure the life of a $50 mllion program
each year. Co-Chair Stedman continued to explain that there
is also, $18.5 mllion for Senior Care in the bill. He
added that there was also a $50 nmillion place holder for
dealing with capital appropriations which were vetoed by the
Adm ni stration. Those will be flushed out in the next few
days.

Co-Chair Hoffman enphasized that Alaskans are concerned
about not spending the entire surplus; therefore, the

conmittee is proposing to set aside $3.6 billion in savings.
Al askans are concerned about energy costs and this bill is a
first step to ensure that Al askans can take the initiative
to weatherize their hones. He termed the bill a mjor

increase to what the Adm nistration has proposed and a ngj or
step in the right direction.

9:29: 15 AM

Senator Thomas inquired about the appropriation regarding
t he Anchorage hatchery. He shared his understandi ng that
t here was an agreenment based on bond funding paid by Iicense
f ees. He noted that cost overruns contributed to the
decision to have only one hatchery. He questioned why the
Fai r banks hatchery was renoved fromthe funding. He did not
approve of the approach. He suggested splitting the noney
equal |y between Fai rbanks and Anchor age.

Co- Chair Hoffman thought there would be further debate on
t he issue.

Senator Dyson requested a review of the vetoed capital
budget itens.

Co-Chair Stedman recalled that the Adm nistration vetoed
over $100 mllion in the capital budget |ast year. He
t hought there was |ack of information and m sconmuni cation
which led to the itens being vetoed. The list is being
reviewed with a target range of about $50 million. He noted
that there is no intent to put all of the vetoed itens on
the table. He hoped that additional savings would be
forthcomng during this budget cycle. He mentioned that
there are also social issues that need to be addressed.

9:34:57 AM

Senator Dyson wondered if sone of the vetoed projects would
be put back into the supplenental budget. Co-Chair Stedman
called it a work in progress.

Senator Dyson took that as a maybe. He enphasized that the

current supplenental docunment does not contain any vetoed
pr oj ects. He voiced concern about mxing budget itens
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across the fiscal year barrier and mxing capital and
operating itens.

Co-Chair Hoffman recalled that that practice has been around
for a long tine.

AT EASE: 9:37:33 AM

RECONVENED: 9:38:13 AM

Co-Chair Hoffman pointed out that in this budget process
fiscal years are not being crossed. Co-Chair Stednan
poi nted out that there is a $50 mllion place holder in the
bill and the vetoed itens have not been listed in the bil

yet. He comented that during the |ast two years an attenpt
to add transparency was nade. He explained that there may
be problens, but care nust be taken when |ooking at the
suppl enental budget to | ook at operating inpacts, and not to
get caught up in the dollar anounts. He urged conmttee
menbers to concentrate on looking at the inpact to the
agencies in order to achieve an accurate budget and the
smal | est suppl enental budget possible. The goal is to have
all of FY 09 funded out of FY 09 funds, plus savings.

Senator Dyson summarized that the $50 million is a place
hol der for vetoed capital projects. Co-Chair Hoffman
concurred.

9:41:42 AM

Co-Chair Hoffman noted his intent to expedite the
suppl enent al budget. He summarized that the total savings
inthe bill are in excess of $11.5 billion.

Co-Chair Stedman agreed if the earnings reserve account is
removed, the total is about $7 billion. The operating
account is about $4 billion. He concluded that these are

huge steps forward.
There bei ng NO OBJECTI ON CSSB 256 (FIN) was adopt ed.
AT EASE: 9:43:55 AM

RECONVENED: 9:47:12 AM

Co- Chair Stedman brought the neeting back to order
9:48:33 AM

CS FOR HOUSE BILL NO 13(FIN)

"An Act relating to prepaynents of accrued actuaria
l[itabilities of government retirenent systens; relating
to the Al aska Municipal Bond Bank Authority, the Al aska
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Housing Finance Corporation, and the state bond
conm ttee; establishing the Alaska Pension Obligation
Bond Corporation; permtting the Al aska Minicipal Bond
Bank Authority or a subsidiary of the authority, a
subsidiary of the Al aska Housing Finance Corporation,
the state bond conmttee, and the Alaska Pension
oligation Bond Corporation to assist state and
muni ci pal governnental enployers by issuing bonds,
not es, conmerci al paper, or other obligations to enable
the governnental enployers to prepay all or a portion
of the governnmental enployers' shares of the unfunded

accrued actuarial liabilities of retirement systens;
aut hori zi ng a gover nient al enpl oyer to i ssue
obligations to prepay all or a portion of the
governnental enployer's shares of the unfunded accrued
actuarial liabilities of retirement systens and to

enter into a | ease or other contractual agreenent wth
a trustee, the Al aska Minicipal Bond Bank Authority or
a subsidiary of the authority, a subsidiary of the
Al aska Housing Finance Corporation, the state bond
conmttee, or the Al aska Pension bligation Bond
Corporation in connection wth the issuance of
obligations for that purpose, and relating to those
obligations; relating to revision of the enployer
contribution rate in connection wth fi nanced
prepaynent of unfunded accrued actuarial liabilities of
governnent retirenent systens; and providing for an
effective date.”

REPRESENTATI VE M KE HAWKER, SPONSOR, related that HB 13
woul d authorize the state to engage in pension financing
transactions in order to fully fund the state’'s pension
liabilities.

9: 50: 09 AM

BRI AN  ANDREWS, DEPUTY COWM SSI ONER, TREASURY DI VI SI ON
DEPARTMENT OF REVENUE, reviewed a past presentation on
Pension Obligation Bonds (POB s) which covered reasons to
issue the bonds, what risks are involved, the potential
saving that may be achi eved, and why POB s are taxabl e debt,
not tax-exenpt debt.

M. Andrews pointed out that the nechanics of a POB
transaction are relatively sinple. A POB transaction tries
to acconplish the replacenent of an existing debt obligation
with another form of debt which has a |ower cost. The
concept is the sane as refinancing a honme nortgage at a
| ower interest rate.

The 2006 actuarial report points out that the state has an
$8.6 billion unfunded liability (debt) that it owes to the
state pension plan. It carries a cost of 8.25 percent. Two
weeks ago pricing from three mgjor investnment banking
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institutions was obtained. A POB transaction deal could be
done for 5.25 percent, a savings that over 25 years on a
billion dollars represents $23 nmillion a year or $323
mllion over 25 years discounted at 5 percent.

M. Andrews reported that the debt markets currently are

exhibiting a lot of instability. He voiced confidence,
t hough, that a transaction could be acconplished between
5.25 percent and 5.75 percent. The interest rate

environment is the lowest it has been in the past 40 years.
In fact, the ten year treasury at about 3.7 percent has only
been lower 3.9 percent of the tine in the past 20 years

The secret to a POB transaction is to do it at the |owest
possi bl e cost.

M. Andrews explained that if the proceeds of a POB
transaction are invested with an earnings rate greater than
the cost, it is a good deal. Over the past 16 years, in
only 2 years, 2001 and 2002, the issuance of a POB
transaction would have proven to be a poor decision. This
is a 25 year transaction, so it will not be known if it was
a good or bad deal until the POBis paid off.

9:53: 25 AM

M. Andrews addressed the political and market risks. He
turned to the PERS Case Study savings matrix on page 27 from
his previous handout entitled, “Pension Obligation Bonds,
February 8, 2008". He pointed out the annual contribution
rate of 35 percent in PERS — an average of all participants.
He showed how the various bond transactions affect
contribution rates and savings. He explained that the
matrix i s unique because it also shows the inpact of cash on
the contribution rate. The point is that cash is the best
asset to use. He added that a 5.25 percent cost of debt was
used and the matri x was based on a | evel percent of pay.

M. Andrews pointed out the conclusions on page 31. As |ong
as nore can be earned than the cost of the POB, it is a
better nove. It is a very favorable interest rate
envi ronment . Ri sks associated wth POB issuance are
guantifiable and statistically justified by the rewards.
Doi ng nothing is not a viable option.

9:57:23 AM

Senator Dyson stated his understanding about pension
obl i gati on bonds. He requested information about how the
mar ket uses taxable and non-taxabl e bonds. He wondered if
bonds should be issued for construction projects, rather
than for debts.

M. Andrews spoke of IRS rules which prevent the use of an
earnings arbitrage. He explained how they are nmarketed at a

Senat e Finance Committee 10 02/29/08 9:07 A M



hi gher rate. He tal ked about tax exenpt strategies which
have higher risk. The capital projects anmounts are not
sufficient enough to do a $2 billion-plus deal.

Senator Dyson said that investors and managers of the funds
are attracted to tax exenpt bonds. He suggested bonding
capital projects to pay down PERS/TRS liability. M .
Andrews explained that the state cannot take noney and use
it for wunfunded liability and qualify for a tax free
exenpti on.

Co-Chair Stedman added that the state already has the
ability to issue bonds for capital projects. He gave an
exanpl e. He requested comments on that possibility. M .
Andrews explained that it is fine as long as there is not a
physi cal connecti on. If the capital projects are bonded,
which frees up noney in the budget, then that noney can be
used to pay down the unfunded liability.

Co-Chair Stedman said it is a policy decision.

10: 03: 42 AM

Represent ati ve Hawker added that as |arge and diverse as the
state is, there is a role for both tax exenpt debt for
specific projects and for debt specifically targeted for
reduction of the pension liability. He pointed out that a
bal anced program which is currently in place, is the best.

Co-Chair Stedman requested information about how the bonds
are rated and issued. M. Andrews explained that that state
currently has an AA rating — a neutral rating. An increase
to AAl was requested recently. POV's are appropriation
bonds and the ratings are one notch below other state
ratings - AA m nus.

Co- Chair Stedman asked about expectations of the issuance of
$1 billion at today’s market at AA minus — an estinmate in
dol I ar s. He mentioned the $3.6 billion in savings and a
desire to push the state’'s rating higher and thereby
reduci ng the pension debt sonmewhat.

10: 08: 51 AM

Senator Dyson asked what an appropriate |level of debt for
the state to carry is. M. Andrews commented that Al aska is
very uni que conpared to other states. Tools rating agencies
use to neasure other states don't apply to Al aska because of
its dependence on oil for revenue. POB transaction does not
inmpact the state’'s rating. He said the state has an
additional capacity for general obligation debt of about
$1.5 billion.

AT EASE: 10:11: 23 AM
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RECONVENE: 10:12: 08 AM

Senator Dyson said he is interested in what the prudent
| evel of debt the state can carry is, knowi ng that the $40
billion is off limts. Co-Chair Hoffman thought the
comm ttee should be interested in the answer.

Representati ve Hawker referred to hangouts fromthe previous
nmeeting: Pension Qbligation Bonds and O her Post-Enpl oynent
Benefits by Roger Davis and published by Orick, and “Tine
May Be Ripe For A POB Revival” by Standard & Poor (copies on
file.) He maintained, in the context of the bill, the
rating agencies do not view POB's as adding to state debt.
Structuring a nethod to pay off debt can enhance the state’s
rating.

Co-Chair Stedman referred to a cash flow analysis sheet from
February 15. He requested additional colums be added to
show t he paynents assunmed under SB 125.

Senator Thomas said he is surprised at the adjustnent that
has to be made over the 25-year tinme period for the net
present value of savings. M. Andrews noted that reflects
nmoney’s tinme val ue.

10: 16: 35 AM

JEFF URBI NA, VICE PRESI DENT, WACHOVI A SECURI TI ES, SEATTLE,
reported that Wachovia Securities was the nunber one ranked
underwiter for nmunicipal bonds in Al aska for 2007. He
shared the history of his conmpany’s involvenent with pension
obl i gati on bonds. He reported that there are only a few
tools to use to address an unfunded pension liability. I t
is difficult to conpare Al aska to other states. Most POB
progr ans focus on a three-|egged st ool appr oach:
programmati c eval uation, actuarial assunption analysis, and
an evaluation of actuarial investnent pool earnings. Thi s
approach franes a solution to unfunded pension liabilities.
Most solutions include POB's. M. U bina summarized that he
feels that Al aska would be successful using POB s.

10: 20: 32 AM

CAROL SAMUELS, SENIOR VICE PRESIDENT, SEATTLE NORTHWEST
SECURI TIES, OREGON, shared Oregon’s experience wth bond
i ssuance. Oregon’s system is about four tinmes the size of
Al aska. At the end of 2002, there was an estimate of the
unfunded liability totaling $17 billion. The state provided
| egislative changes in 2003, which reduced wunfunded
l[iability by about 50 percent. Voters approved the issuance
of $2 billion in state bonds. In addition, Iloca

governnents issued $3 billion in bonds. The results have
been very positive. The rate of return was at 8 percent.
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It was estimated that savings would be about 25 percent or
$1.4 billion. The highest rate of return was over 20
per cent . She related the advantages of the long-term
successes of the bonds. She enphasized that it is inportant
to structure the financing <carefully and have an
understanding as to how bond proceeds will be invested.

Co-Chair Stedman referred to a handout from the Seattle
Nort hwest Securities conpany (copy on file.)

10: 25: 44 AM

ADAM STOLL, VICE PRESIDENT, GOLDMAN SACHS, referred to a
presentation in the nenbers’ packets. He related that POB' s
are a very comon tool used by governnents. Since 2003
t here have been over $30 billion in POB s issuances. Last
nmonth a Standard & Poor report said POB s have been popul ar
Wi th issuers and successful for sponsors. He nentioned the
current low interest rate environnent and its advantages to
Al aska.

M. Stoll referred to page 2 of the handout which depicts
three exanples of past POB's: Oregon, Illinois, New Jersey.
He noted that the interest costs of the three plans vary
greatly. He explained the advantage of an investnment rate
of return on POV's issued with a |low interest cost.

Senator Thomas noticed an extrenme anount of activity in
2002- 2005, as depicted on page 1. M. Stoll said that was
due to unfunded liabilities increasing greatly during those
years because of |ow returns.

10: 28: 59 AM

GREG SUNDBERG, MANAG NG DI RECTOR, MERRILL LYNCH, reported
that his conmpany has worked on this legislation with a

variety of people in Alaska for the past four years. He
t hought the legislation was a good tool and he spoke in
favor of the bill. He offered to answer questions.

Representative Hawker summarized that the legislation is a
prudent neasure for the state to undertake.

Co- Chair Stednman suggested working with the Departnent of
Revenue to expand the cash flow analysis. Representati ve
Hawker agreed.

SENATE BILL NO. 229

"An Act relating to the Tanana Valley State Forest and
to assignnment of certain forest land to the Mnto Flats
State Gane Refuge; and providing for an effective
date."
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SB 229 was schedul ed but not heard.
ADJ QURNVENT

The neeting was adjourned at 10: 31 AM
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