SENATE FI NANCE COW TTEE
March 27, 2008
9:10 a. m

CALL TO ORDER

Co-Chair Stedman called the Senate Finance Comm ttee neeting
to order at 9:10:41 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

Sarah Fisher-Goad, Deputy Drector, Operations, Al aska
| ndustrial Devel opnent and Export Authority (AIDEA) and
Al aska Energy Authority (AEA), Departnment of Commerce,
Community and Econom ¢ Devel opnent; Peter Crinp, Program
Manager, Al aska Industrial Devel opnent and Export Authority
and Alaska Energy Authority, Departnment of Conmerce,
Communi ty and Econom c Devel opnent; M ke Notar, |BEW Local
1547, Juneau; John Bitney, Staff, Representative John
Harris; Representative Mke Hawker; Darwin Peterson, Staff,
Co-Chair  Stedman; Brian Andrews, Deputy Conmi ssi oner,
Treasury Division, Departnent of Revenue; Linda Hay, Staff,
LB&A Conmittee, Representative Ral ph Sanuels; Pat Davidson,
Legi sl ative Auditor, Legislative Audit Division, Legislative
Affairs Agency; Paul Johnson, Chair, Big Gane Conmerci al
Services Board; Jennifer Strickler, Chief, Professional
Li censi ng, Di vi sion of Cor por ati ons, Busi ness, and
Prof essi onal Licensing, Departnment of Comerce, Conmunity
and Econom ¢ Devel opnent

PRESENT VI A TELECONFERENCE

Meera Kohler, President CEO, Alaska Village Electric
Cooperative; Debbie Schnebel, Senior Vice President, Scott
Balice Strategies; Tamara Cook, Director, Legislative Legal
Ser vi ces, Legislative Affairs Agency; Robert  Fithian,
Executive Director, Al aska Professional Hunters Associ ation

SUMVARY
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CSHB 152( FI N)

"An Act establishing a renewable energy project
account and a renewabl e energy fund and descri bi ng
their uses and purposes.”

CSHB 152(RES) was heard and HELD in Conmttee for
further consideration.

CSHB 13( FI N)

HB 315

"An  Act relating to prepaynents of accrued
actuarial liabilities of governnent retirenent
systenms; relating to the Alaska Minicipal Bond
Bank Authority, the Al aska Housing Finance
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 nunicipal 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
systenms 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."

SCS CSHB 13(FIN) was REPORTED out of Conmttee
with a "do pass" recommendation and with a new
indeterminate fiscal note by the Departnent of
Revenue and a new zero fiscal note by the
Department of Adm nistration.

"An Act extending the term nation date of the Big
Ganme Commercial Services Board; and providing for
an effective date."
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HB 315 was REPORTED out of Conmttee with a "do
pass"” recommendation and with fiscal note #3 by
Departnment of Commerce, Community and Econom c
Devel opnent .

CSHB 233( L&C)
"An Act relating to giving notice of unclained net

margin distributions nmade by electric and
t el ephone cooperatives.™

CSHB 233(L&C) was schedul ed but not heard.
9:14:27 AM

CS FOR HOUSE BILL NO 152(FIN)

"An Act establishing a renewabl e energy project account
and a renewable energy fund and describing their uses
and purposes.”

SARAH FI SHER- GOAD, DEPUTY DI RECTOR, OPERATI ONS,  ALASKA
| NDUSTRI AL DEVELOPMENT AND EXPORT AUTHORITY (Al DEA) AND
ALASKA ENERGY AUTHORITY (AEA), DEPARTMENT OF COWWERCE,
COMMUNI TY AND ECONOM C DEVELOPMENT, reported that the
Adm ni stration does support the establishment of the fund;
Gover nor Palin stated support for a $250 nmllion
appropriation. Ms. Fisher-Goad said that Steve Haagenson

Executive Director of the Al aska Energy Authority, is in the
process of working on developing the state energy plan,
whi ch woul d enphasi ze regi onal planning for rural areas.

Ms. Fisher-Goad noted that several recommendations for
changes fromthe Senate Resources Committee’ s version of the
bill have been submtted. She reported sone concern
regarding the appropriation process as the projects nove
forward

She referred to a handout in the nenbers’ packets entitled
“Alternative Energy RFP — Eligi ble and Conpl ete Applications
Preconstruction.” She reported that AEA, with the Denal
Comm ssion, solicited alternative energy projects. The |ist
of the projects is unranked. There was $4 nmillion fromthe
Denali Commission and $1 nillion in state funds for this
RFP. There are nore projects than funding available at this
tinme.

9:17: 37 AM

PETER CRI MP, PROGRAM MANAGER, ALASKA | NDUSTRI AL DEVELOPMENT
AND EXPORT AUTHORI TY AND ALASKA ENERGY AUTHORI TY, DEPARTMENT
OF COMVERCE, COWVMUNITY AND ECONOM C DEVELOPMENT, observed
that there is a lot of demand for alternative energy
proj ects.
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Senator Huggins thought it was inportant for the state to
have goals regarding alternative energy. Ms. Fi sher-Goad
commented on projects that address the goals of the state
energy plan.

Senat or Thomas suggested that there were already a nunber of
projects in place in the state, and he thought there should
be coordi nati on between existing and new projects.

Ms. Fisher-Goad thought it was an excellent point. AEA
provides consultation and technical assistance regarding
effective projects.

9:22:18 AM

Senator Elton referred to Section 2, the responsibilities of
the authority. He concluded that the only involvenent the
| egi sl ature has, according to Section 2, is to set up the
account. He opined that the legislature cedes authority to
make a | oan or grant. Ms. Fisher-Coad reported that Section
2 was an anendnent to the AEA Existing Power Project Fund.
It enphasizes the grant portion of the program The section
that deals with the legislature’s role is on page 4,
par agraph (i). She pointed out that it where it says
“fiscal year may be used for grants” should say “fiscal year
may be appropriated for grants.”

Co- Chair Stedman asked why the projects are not ranked and
do not use annual appropriations. Ms. Fisher-Goad thought
it was a timng issue. It depends on how the |egislature
wants the structure.

9:26: 57 AM

Co-Chair Hoffman reported that fuel costs are adjusted after
the barge gets to Bethel and will soon be $7 per gallon. He
t hought the passage of this bill assunes that it addresses
the high cost of energy. He thought the state should be
| ooki ng at viable, renewable projects that provide i medi ate
effects. He referred to the list of $1.2 billion potentia
projects. He thought there was a need for a nore aggressive
approach in order to bring rural costs down. He requested a
plan from ASA to address that issue.

Ms. Fisher-Goad related the nunber one concern, the cost of
energy in rural communities. She reported that M.
Haagenson was in Bethel to neet about with a housing group
in order to find rural solutions to energy issues. Co-Chair
Hof f man asked when a concrete plan mght be in place. M.
Fi sher- Goad t hought by Decenber 2008. She terned it a very
aggressi ve appr oach.

9:31:45 AM
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Senator Dyson identified with Co-Chair Hoffrman’s conments.
He thought that on page 2, line 20, coal should be added
along with natural gas. He noted that on page 3, line 27
the Iist should al so include clean coal.

Ms. Fisher-Goad responded that it is a matter of renewal
energy vs. alternative energy devel opnent and what the fund
should be used for. The focus of the fund is on renewabl e
ener gy. Senator Dyson maintained that if natural gas is
considered, only after the renewables are considered, coa
shoul d Iikew se be considered. Ms. Fisher-Goad reiterated
that the fund is for renewabl e sources. She questioned if
natural gas should be in the bill. She said AEA is not
taking a position on that.

9:35:42 AM

Senator Dyson referred to page 2. He repeated his argunent
that if clean coal is available, it should be included. M.
Fi sher-Goad thought the policynmakers should |ook at that

i ssue. The bill enphasizes a clean fuel, a renewable
resource
Senator Dyson asked about page 4, line 15. He questi oned

why a conmmunity the size of Juneau could not be included.
He wondered if the Admnistration is in favor of the 10,000
popul ation cut off. Ms. Fisher-Goad said Juneau has
renewabl e resources. Senator Dyson wondered if any |arger
comuni ties should be included.

M. Cinp addressed the coal vs. renewable resources
question. He related that there are many ways, in addition
to renewable energy, to get to the goal of displacing the
use of diesel fuel. He listed several nethods of energy
conservation. The enphasis of the bill is renewabl e energy.
Senator Dyson inferred that the fund could not be used to
develop a non-renewable energy like fish waste or | ogging
sl ashi ngs.

9:40: 57 AM

Co-Chair Stedman related that on the list of submtted
projects there is only one geothernmal project. He wondered
why there seens to be a lack of interest in this area. He
al so thought communities that could not get natural gas
should be given priority. M. Crinp replied that AEA is
reacting to the proposals that have been submtted. He said
there is another group that |ooks at helping comunities
devel op projects and there should be nore in the future.

Co-Chair Hoffman reported that Naknek Cooperative has been
trying to drill for a geothermal source. He said that AEA
has not been supportive of this endeavor because of a fear
that no thermal energies would be found. He argued that the
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attenpt should be nade. He questioned AEA s decision. M.
Crinp replied that AEA has not responded to any funding
request from Naknek. Co-Chair Hoffrman argued that the
process needs to go forward and shoul d be supported by AEA

9:46: 03 AM

Senator Elton summarized that any waste froma resource that
i s managed on a sustained yield basis would be eligible for

this loan fund. M. Cinp said that interpretation is
correct. He listed the energy sources that the bill would
address such as logging slash, sawrm ||l waste, paper from

muni ci pal waste, and ot her biomass resources. Senator Elton
added fish oil to the Iist.

M KE NOTAR, |BEW LOCAL 1547, JUNEAU, spoke in support of HB
152 because it helps to address |ower energy costs by
utilizing renewabl e ener gy sour ces and provi des
opportunities for training and wrk opportunities for
Al askan el ectrical workers.

9:48: 57 AM

MEERA KOHLER, PRESI DENT, CEOQ, ALASKA VILLAGE ELECTRIC
COOPERATI VE, testified in support of HB 152. She discussed
pi oneer wind projects and the difference they are making in
rural Al aska. She explained the potential for w nd energy
in rural Alaska and the need for additional funds.

Co-Chair Hoffman said it seens as though, with the continued
escalation in fuel costs, there needs to be a nore active

role in trying to address energy problens. The w nd
projects are a significant advancenent in reducing
dependence on fossil fuels, especially in rural areas. He
wondered how nuch the wind projects cost. Ms. Kohler said
about $3 million. The $20 mllion could be used to |everage
other federal dollars. She explained that there is a
practical Iimt to how many wi nd turbans can be constructed
each year. She canpaigned for a reliable funding program
Co-Chair Hoffman said that the solution will have to be
stretched out for nmany years at $20 nillion funding. He
mai ntai ned that nore effort and fundi ng nust be provi ded now
in order to solve high energy costs problens. He t hought

AEA and the Admi nistration should take the | ead.

JOHN BI TNEY, STAFF, REPRESENTATIVE JOHN HARRI S, pointed out
that there could be sone nodifications to the bill that
woul d address sonme of the questions posed today, such as
clarifying that the funds are subject to appropriation. He
addressed Senator Dyson’s concerns about the exclusion of
coal. He said he would check into expanding the options to
include coal. The intent of the bill is not to try tolimt
access to energy, but to try to expand it.
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9:56: 16 AM

Senat or Dyson suggested other types of fuel that should not
be excluded: 1logging slashing, fish oil, fish waste, and
farm wast e.

Senator Thomas asked if the sponsor would be noving forward
quickly on this legislation. M. Bitney commented that the
bill should be viewed as long term He spoke positively
about trying to address energy cost needs in a tinely
manner .

Senator Elton voiced concern about the Admnistration's
rei mbursable services agreenent for funding of AEA's
executive director’'s salary, since the GCGovernor appoints

every nmenber of the authority. He worried that it would
becone a political actor’s fund. M. Bitney said the
sponsor was trying to identify a process of getting
previously evaluated projects to the |I|egislature. He

assured that the legislature would be included in the
appropriation process.

Senator Huggins noted that the Railbelt Energy Fund is a
political animal. He wanted assurance that this bill would
not becone the same. M. Bitney thought there were severa
ways to address energy needs in Al aska. He pointed out that
this bill deals with smaller renewable energy projects,
unlike the Railbelt Fund, which is at a larger, nore
expensive | evel .

Senator Huggins conpared this fund to the Railbelt Energy

Fund and the potential for abuse. He wished to see a
viable, functional, long-term tine-tested approach that
will not fall victim to “how we see the Railbelt Energy
Fund”.

10: 03: 36 AM

Senator O son asked Ms. Kohler about the expense of energy
in rural Alaska and how to facilitate the cooperation
bet ween the renewabl e energy fund, AEA, and power producers.
Ms. Kohler responded that that could be achieved through
this legislation wth the inpartial advi sory board
mechani sm  She thought that was the difference between the
Rai | belt Energy Fund and this fund. Senator O son comented
on the frustrations in Naknek possibly being alleviated by
such a process.

AT- EASE: 10: 05: 56 AM

RECONVENED: 10:12: 29 AM

HB 152 was heard and HELD in Committee for further
consi derati on.
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AT- EASE: 10:13: 24 AM

RECONVENE: 10:13: 54 AM

CS FOR HOUSE BILL NO 13(FIN)

"An Act relating to prepaynents of accrued actuaria
liabilities of government retirenment systens; relating
to the Al aska Municipal Bond Bank Authority, the Al aska
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,
notes, 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 |l ease or other contractual agreenent with
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 enpower the state to issue pension obligation bonds
(POB's) in order to finance part of the unfunded liability
of the state’s pension systens. Al aska faces billions of
dollars in wunfunded liability and has contractual and
constitutional obligations to make up that liability. This
bill allows the state to pursue a proven financial technique
and approach the international capital markets to borrow
noney at a lower cost to pay off the pension liability and
save the state significant anmobunts of noney.

Co-Chair Stednman asked for clarification of soft and hard

liabilities. Representative Hawker explained that the
obligation to the pension system is a soft liability,
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because it does not have a docunent behind it other than a

noral and contractual obligation to the pension fund. A
hard liability is when you go to the capital markets and
sign a loan document with specific repaynent terns. He
explained that this bill wuld involve a hard debt
obligation substituting for a soft debt obligation. The

paynent of the hard obligation is subject to a recurring
| egi sl ative appropriation.

10:17: 40 AM

Co-Chair Stedman MOVED to ADOPT Anendment 1:

Page 3, line 20, followng "."

| nsert "However, a subsidiary created for the purpose
of fi nanci ng or facilitating t he fi nanci ng of
prepaynent of a governnental enployer's share of
unfunded accrued actuarial liability of retirenment
systens _may only borrow noney and issue bonds if the
state bond rating is AA- or better."

Page 5, line 26, followi ng "37.15.955":

Insert ", but only if the state bond rating is AA- or
better”

Page 8, line 26, following "if":
Insert "the state bond rating is AA- or better and if"

Page 11, line 2, following "37.16.900":

Insert ", but only if the state bond rating is AA- or
better”

Page 15, line 14, following "if":
Insert "the state bond rating is AA- or better and if"

Page 19, line 12, follow ng "AS 44.85. 085":

Insert ", but only if the state bond rating is AA- or
better"

Page 23, line 7, follow ng "may":

Insert ", if the state bond rating is AA- or better,”
Page 23, line 27, follow ng "appropriate":

Insert ", but only if the state bond rating is AA- or
better”

Page 25, line 1, follow ng "reasonable":

Insert "; however, to carry out this paragraph, bonds

and other obligations may only be issued if the state
bond rating is AA- or better"

Co- Chair Stedman OBJECTED for discussion purposes.
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DARW N  PETERSON, STAFF, CO CHAIR  STEDVAN, offered a
Concept ual Amendnent  to  Anendnent 1, on behal f of
Representative Hawker, to add “the equivalent of” before
“AA-* throughout the bill. Co-Chair Stedman expl ai ned that
the AA- rating is Standard and Poor’'s and the intent is to
i nclude equivalent ratings from other rating agencies such
Moody’ s.

M. Peterson explained the intent of Anmendnent 1 is to
prohibit the state fromissuing POB's if the state’'s credit

rating is not the equivalent of AA- or better. Co- Chai r
Stedman pointed out that the state is currently AA, although
t he bonds woul d be issued at AA-. M. Peterson continued to

explain that the intent of the anmendnment would ensure that
if the state’'s credit rating falls below an acceptable
| evel, the state would cease issuing any new POB's until the
debt is paid off or the credit rating inproves.

Representative Hawker testified in support of the amendnent.
BRI AN  ANDREWS, DEPUTY COWM SSI ONER, TREASURY Dl VI SI ON
DEPARTMENT OF REVENUE, reported that the Departnment has no
problem with the anmendnent. He reported that the state is
now rated at AA+ by Standard and Poor.

Senator Elton asked for clarification about the issuance of

bonds. M. Peterson replied that the state can not issue
bonds unless its rating is AA- or better, regardl ess of the
i ndi vidual ratings of the bonds. Senator Elton asked why

t hat approach was taken, rather than stipulating the rating
of the POB s. M. Andrews explained that POB's carry a
credit rating one notch below the state’'s credit rating.
The amendnent tightens up the bill.

10: 23: 05 AM

Senator Elton shared an approach which would prohibit the
i ssuance of a |lowrated bond. Representative Hawker thought
that was a viabl e approach, but the amendnent would work as
wel | . Senator Elton said he was just asking for
clarification. Representative Hawker thought the anmendnent
woul d be preferable because it refers to the state's overall
rati ng when a transaction is entered.

Senator Thomas asked if a significant event such as a
downward price of oil would have an effect on the state’'s
credit rating. M. Andrews explained that credit rating
agenci es | ook at several factors.

Co- Chair Stedman W THDREW hi s OBJECTI ON to Anendnent 1.
Amendnent 1, as anended, was ADOPTED.

10: 27: 17 AM
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Co-Chair Stedman MOVED to ADOPT Anendment 2:

Page 3, line 19, follow ng "may":
Insert ", subject to AS 37.15.903,"

Page 6, line 2:
Del ete "may not exceed $5, 000, 000, 000"
Insert "is limted as provided in AS 37.15.903"

Page 6, following line 10:

I nsert a new section to read:

"Sec. 37.15.903. Pension obligation bond limt. The
total wunpaid principal amunt of bonds, including
refundi ng bonds, but excluding refunded bonds, issued
by all state entities added together, for the purposes
of financing prepaynent of all or a portion of a
governmental enployer's share of unfunded accrued
liability of retirenent systens, nay not exceed
$5, 000, 000, 000. "

Page 11, line 9:
Del ete "may not exceed $5, 000, 000, 000"
Insert "is limted as provided in AS 37.15.903"

Page 19, line 12, follow ng "AS 44.85. 085":

Insert "; this assistance is limted as provided in
AS 37.15.903"

Page 23, line 7, follow ng "may":

Insert ", subject to AS 37.15.903,"

Page 23, line 25, follow ng "debt":

Insert ", subject to AS 37.15.903,"

Page 25, line 1, follow ng "reasonabl e"

I nsert "; bonds issued under this paragraph are subject

to AS 37.15.903"

Co- Chair Stedman OBJECTED for discussion purposes.

M. Peterson explained that the amendnent restricts the
state’s ability to issue bonds in excess of $5 billion.
Representative Hawker approved of the anendnent. M.
Andr ews agr eed.

Co-Chair Hoffman asked if other states have limtations.
M. Andrews did not know.

10: 28: 27 AM

DEBBI E SCHNEBEL, SENIOR VICE PRESIDENT, SCOIT BALICE
STRATEG ES, explained that it varies state by state. States
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where the legislature is in session for |onger periods have
the ability to approve the exact ampunt being issued.

Co-Chair Stedman related that the idea to |[imt the anount
was so that the legislature could come back and request an
increase if necessary. The $5 billion would be issued over
a few years, which would give the Admnistration an
opportunity to review the process and consi der an extension.

Senator Thomas referenced |lines 10-14 and asked if they were
specifically addressing the retirenent unfunded liability.
M. Peterson said yes.

Co-Chair Stedman W THDREW hi s objection. There being NO
OBJECTI ON, Anendnent 2 was adopt ed.

10: 30: 53 AM

Co-Chair Stedman MOVED to ADOPT Anendment 3:

Page 6, lines 15 - 17:

Delete "The conmttee, on behalf of the state, my
obligate and bind the state to set aside and pay into
the bond redenption fund, on a nonthly or other
periodi c basis.”

Co- Chair Stedman OBJECTED
M. Peterson explained that the amendnment is in response to

a legal nenorandum dated March 26 from Tamara Cook. She
expressed sone hesitation and concern wth regards to the

state’s constitutional limts on what debt the state can
i ssue. In the second paragraph of the nenorandum she
specifically suggested | ooking at a sentence in Section 3 of
the bill as a potential problem She suggested deleting

the sentence, which would allow the bond comittee to
obligate and bind the state to pay bond debt.

TAVARA COCK, Dl RECTOR, LEGQ SLATI VE LEGAL SERVI CES,
LEQ SLATI VE AFFAIRS ACGENCY, agreed wth M. Peterson's
description of the concern regarding the problematic
sentence. She understood that the pension obligation bonds
will not be secured by the full faith and credit of the
state. She voiced concern about the notion that the state
bond conmttee would be able to obligate the state.

Representati ve Hawker concurred with the anmendnent.

M. Andrews also concurred with Ms. Cook’s interpretation
The intent of the bill was “to use this as appropriation-
type debt.”

Co-Chair Stedman W THDREW hi s objection. There being NO
OBJECTION, it was so ordered.
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10: 34: 07 AM

Co-Chair Stedman MOVED to ADOPT Anendment 4:

Page 1, lines 10 - 12:

Delete "to issue obligations to prepay all or a portion
of the governnmental enployer's shares of the unfunded
accrued actuarial liabilities of retirenment systens
and"

Page 2, line 4:

Del ete "for that purpose”

Insert "by a state entity for the purpose of prepaying
all or a portion of the governnmental enployee's share
of the wunfunded accrued actuarial liabilities of
retirement systens”

Page 4, lines 15 - 18:
Delete "A nunicipality, or two or nore nunicipalities

jointly, may issue obligations to prepay all or a
portion of each participating municipality's share of
the accrued actuarial l[tabilities of retirement
systens."

Page 4, line 22, follow ng "obligations":

Insert "by a state entity"”

Page 4, line 29, follow ng "issued":
Insert "by a state entity"”

Co-Chair Stednman OBJECTED

M. Peterson related that Senator Elton's staff noted a
drafting error on page 1, line 9, of Amendnent 4. The word
“enpl oyee’ s” should be “enployer’s”.

Ms. Cook agreed that it should be changed to “enployer’s” on
line 9 of the amendnent.

M. Peterson explained that Anmendnent 4 restricts the
bonding ability to the state and prohibits nunicipalities
from issuing debt. It does not prohibit the state from
i ssuing debt on behalf of the nunicipality.

10: 36: 00 AM

Representati ve Hawker agreed with Amendnent 4, in light of
passage of SB 125. The bill does not expand any authorities
of municipalities beyond what they may or may not already
have.

M. Andrews concurred with Representative Hawker’s comments.

Senat e Finance Committee 13 03/27/08 9:10 A M



Co-Chair Stedman W THDREW hi s objection. There being NO
OBJECTION, it was so ordered.

10: 37: 57 AM

M. Andrews addressed the fiscal notes. He said that the
Department of Revenue has an indetermi nate note because
potential cost savings to the state are not known at this
tine. He provided information about potential savings to
the state. He referred to a handout on PERS and TERS cash
contribution and pension obligation bond analysis (copy on
file.)

Co- Chair Stedman requested that information

M. Andrews noted that the matrixes were developed in

conjunction wth the actuary for the state, Buck
Consul t ant s. He turned to the first page, which shows an
interest rate of 5.25 percent. He reported that |ast week
the state of Wsconsin did a $900 nmillion POB restructure at
5 percent. He highlighted the percentage of growth of 4
percent and explained the nethodol ogy. The actuari al

required rate of return was 8.25 percent.

M. Andrews turned to the second page to show the average
annual contribution rate that the enployer needs to nmake
into the PERS system He further explained reductions in
annual contributions rates based on the anobunt of POB.

M. Andrews expl ai ned the various savings matri xes.

10:42: 51 AM

M. Andrews explained what would happen with a conbination
of POB s and cash. He turned back to the first matrix and
used $1 billion cash and $1 billion POB as an exanple. The
annual contribution rate goes from 35.22 percent down to
30.28 percent, which leads to a reduction in the annual
dol lar requirenment and a net present value savings of $2.1
billion.

If the investnents from the proceeds of the POB are greater
than 8.25 percent, there would be further savings. On
average, the pension plan for the last 15-16 years has
earned 9.6 percent each year

Senator O son asked if the rate of 9.6 would continue. M.
Andrews said past history is a good indicator. Currently,
asset allocations are set up so that the state is | ooking at
a return of 8.5 percent for the next five years.

10:45: 49 AM
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Co-Chair Hoffman MOVED to REPORT SCS CSHB 13(FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTION, it was
so ordered.

SCS CSHB 13(FIN) was REPORTED out of Commttee with a "do
pass" recommendation and a new indeterm nate fiscal note by
t he Departnment of Revenue and a new zero fiscal note by the
Depart ment of Adm nistration.

Representati ve Hawker pointed out an error on page 2, line
11. It should say “may” instead of “any”. He thanked the
Conmittee for their hard work.

Co-Chair Stedman commented that it is the first step in
addressing unfunded liability.

10: 48: 31 AM

HOUSE BI LL NO._ 315

"An Act extending the term nation date of the Big Gane
Commercial Services Board; and providing for an
effective date.”

LI NDA HAY, STAFF, LB&A COW TTEE, REPRESENTATIVE RALPH
SAMUJELS, said the bill extends the sunset date of the Big
Ganme Commercial Services Board. It conplies wth the
recomrendation of the Division of Legislative Audit, which
recently reviewed the activities of the Board.

PAT  DAVI DSQN, LEG SLATI VE AUDI TOR, LEG SLATIVE AUDI T
DI VI SI ON, LEG SLATI VE AFFAIRS  AGENCY, expl ai ned t he
recommendation to increase the Board for four years based on
the fact that the Board has only been in operation for two
years after being restarted. There were also adnministrative
difficulties that could be inproved.

Co-Chair Stedman asked if any conplaints had been received
from hunters. Ms. Davidson spoke of the sunset review,
whi ch | ooked at investigations. The Board is dealing with
the issues that come before it.

Co-Chair Stedman asked if the oversight of guides is the
same on federal lands as it is on state |lands. M. Davidson
explained that the Board I|icenses individuals who are
i censed guides. The differing |andowners have differing
requi renents of the people that operate on their |and.

10: 52: 31 AM

Senator Thonmas asked if it was possible for sonmeone to cone
back and work in the industry after having their |icense
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removed. Ms. Davidson replied that there is a range of
sanctions with any disciplinary action.

PAUL JOHNSON, CHAIR, BIG GAME COMMERCI AL SERVI CES BOARD,
said if a person has had their license pulled, they may not
return as a transporter until their restitution is done. He
commented on how permts were issued on various | ands.

JENNI FER STRI CKLER, CHI EF, PROFESSI ONAL LI CENSI NG Dl VI SI ON
OF CORPORATIONS, BUSINESS, AND PROFESSI ONAL LI CENSI NG
DEPARTMENT OF COMVERCE, COWMUNI TY AND ECONOM C DEVELOPMENT,
testified in support the bill and the continuation of the
Boar d. She noted that the Board has made an effort to
strengthen the licensing | aws for guides.

Ms. Strickler described projects the Board has been invol ved
with. She pointed out that the fiscal note is not a request
for new funds. It is based on an annual average of costs
because |icenses are based on a biannual period. She listed
expensed covered in the fiscal note.

10: 57: 50 AM

ROBERT FITH AN, EXECUTIVE DI RECTOR, ALASKA PROFESSI ONAL
HUNTERS ASSOCI ATION, spoke in favor of HB 315. The
prof essional guide industry is very inportant to rural
Al aska. It is dependant on three stewardship factors:
i ndustry stewardship, prudent wldlife stewardship, and
public land access opportunity. The Board provides

oversi ght and accountability in these areas.

Co-Chair Hoffman comrented about the conposition of the
Board of Fish. He inquired if there has been discussion or
i ssues regarding the conposition of the Board of Gane.

M. Johnson replied positively about the conposition of the
Boar d. He said there was a recent private |andhol der
appoi nt ment . Co-Chair Hoffrman comented on the |argest
private |andhol ders, Native Corporations. He asked if they
were represented as one of the two private |andhol ders on
the Board. M. Johnson said that was correct.

11: 00: 21 AM

Co-Chair Hoffman MOVED to REPORT HB 315 out of Conmttee
wi th individual recomendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.

HB 315 was REPORTED out of Commttee with a "do pass”
recomendation and with fiscal note #3 by Departnent of
Commer ce, Community and Econom c Devel opnent .

CS FOR HOUSE BI LL NO. 233(L&C)
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"An Act relating to giving notice of wunclainmed net
margin distributions made by electric and tel ephone
cooperatives."

CSHB 233(L&C) was schedul ed but not heard.

ADJ OURNVENT

The neeting was adjourned at 11: 00 AM
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