HOUSE FI NANCE COW TTEE
February 3, 2009
8:33 a.m

8:33: 05 AM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Comm ttee neeting
to order at 8:33 a.m

VEMBERS PRESENT

Representati ve M ke Hawker, Co-Chair
Representative Bill Stoltze, Co-Chair
Representative Bill Thomas, Jr., Vice-Chair
Representative Allan Austerman
Representative Harry Crawford
Representative Anna Faircl ough
Representative Les Gara

Representati ve Reggi e Joul e

Representative Mke Kelly

Represent ati ve Wodi e Sal non

MEMBERS ABSENT

Representative Richard Foster

ALSO PRESENT

Randal | Ruaro, Special Assistant, Ofice of the Governor;
Representative Beth Kerttul a

PRESENT VI A TELECONFERENCE

John Katz, Director, State/Federal Relations and Special
Counsel , Washi ngton, D.C

SUMVARY

HIR 11 Rel ating to the federal stinmulus package.
CSHIR 11(FIN) was REPORTED out of Commttee with a
"do pass” recommendation and with a new zero
fiscal note by the Legislature.

8:33:41 AM

HOUSE JO NT _RESOLUTI ON NO. 11

Rel ating to the federal stinmulus package.

RANDALL RUARO, SPECI AL ASSI STANT, OFFICE OF THE GOVERNOR,
provi ded insight into the procedural posture of the economc
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stimulus bill. He related that the U S. House has passed a
version  of the economc stinulus bill, which is
significantly different than the version currently being
debated in the U S Senate. The version passed out of the
Senate will have to be reconciled with the House version
through a conference conmittee process. That version w |l
have to be passed by a majority vote in both bodies. It is
expected that the bill will be on President Ohama’s desk by
February 16.

8:35:54 AM

M. Ruaro explained that the GCGovernor’s office has been
proceeding on two tracks with the economc stimulus bill

The first track has been to follow the bill’s |anguage in
both the House and Senate and provide comment to the Al aska
del egati on. The bill contains no earmarks and is mainly

formula driven with conpetitive l|loan prograns and grant
pr ogr amns. He gave exanples of coments nmade to the Al aska

del egati on. There are strict time constraints in the House
version, and it is felt that the time constraints should be
extended to 180 days. Comments were also provided on the

scope of fornulas, sone of which need to be adjusted to neet
Al aska’ s needs.

M. Ruaro highlighted the second track which consists of
working with state agencies to get them ready to receive
funds from the stinmulus program and neet f eder al
requirenents for spending the funds. The bill adds on new
procurenent requirements and time restrictions. The
adm nistration has also been working wth the |egislature
and individual legislators on specific parts of the bill
He gave an exanple of neeting with Senator Kookesh about
funds for roads on Indian reservations.

8:38: 50 AM

JOHN KATZ, DI RECTOR, STATE FEDERAL RELATIONS AND SPECI AL
COUNSEL, WASHI NGTON, D.C., testified via tel econference, and
concurred with M. Ruaro’s comments.

Representative Gara commented that there are no |onger
earmarks contained within the stinulus bill, however, there
are projects with time constraints that may not work in
rural areas. He wondered if the 180 day extension will work
in the nore renote areas of Alaska. He referred to the $300
mllion major maintenance list and said that many of those
projects are off the road system

M. Katz said that issue has been raised with the Al aska
del egati on who share simlar concerns. He thought the 180
days would be sufficient. The final deadline has yet to be
determned. He said that Alaska s two senators are closely
wat chi ng the amendnent process.
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8:41: 25 AM

Representative Gara asked if day 180 is the day construction
will begin. M. Katz defined it as when funds would be
obl i gat ed by  whatever deadl i ne Congr ess ultimately
specifies. There could be a problemif the deadline refers
to an award of federal funds for a particular project, which
woul d create significant issues. The tendency at the nonent
is toward a fornmulation that would look |ike obligating
f unds. The state Departnent of Transportation and Public
Facilities is gearing up to accept these funds and is well
aware of the requirenents.

8:42: 36 AM

Representative Joule pointed out that nost of the requests
are coming from municipalities and other entities besides
the state. He wondered if the |anguage was sufficient to
identify the source of the requests. M. Katz said he has
problems wth the |ast “whereas” clause. It requires that
the list be submitted to Congress. He proposed another
clause that indicates that the Governor and |egislature are
wor ki ng together to prepare for the receipt of the funds.
It is at the state | evel where decisions will be nmade.

M. Katz said that wthin the area of infrastructure,
requirenents wll be inposed. Wthin federal paraneters,
the | egislature and the Governor will decide how to use the
funds. They should be deal with within the context of the
normal appropriation process for the next fiscal year. Both
Senat or Begi ch and Senator Murkowski have fornulated |ists
based on the input by communities and nonprofits. They have
asked for finalized forns by February 17. He opined that
the list issue is nore relevant to Alaska for the immedi ate
future. For the longer termit will come up again in the
context of the next fiscal year.

8:46: 34 AM

Representative Fairclough asked for information about
federal funds regarding education and Al aska, which is
already forward funding. M. Katz enphasized that the issue
concerning states that forward fund for education is a
priority issue that needs to be resolved. States that have
not decreased funding would actually be penalized under the
House bill. The Senate is working on changing that so that
Al aska is not penalized and woul d receive its proportionate
share of allocated funds. The problem exists in the House
version of the bill and that unintended probl em has now been
recogni zed. He expressed hope that the problem will be
resolved in the conference conm ttee next week.

8:48: 22 AM
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Representative Fairclough questioned whether the stinulus
package is good for Anmerica or not. She noted support “on
both sides of the isle”. She asked if the federal stimnulus
package is an issue for debate, or whether it is a
certainty. M. Katz replied that “the train has left the
station” with respect to the wi sdom of an econom c stinul us
package in sonme form There are a few nenbers in the House
and Senate that would argue that no econom c stinulus of
this kind is necessary. The debate is now over the proper
bal ance between infrastructure spending, taxes, and nornal

appropriation process prograns. It is still a trenendous
work in progress. In the Senate, the Denocratic |eadership
has indicated that they are open to anendnents. The

Republicans maintain that they are not stalling and have
genui ne concerns. Amendnents throughout the week will be an
attenpt at a balance between infrastructure spending, tax
reduction for individuals and businesses, and a social net
that would deal with things |ike unenploynent, insurance,
heal th care, and educati on.

Co-Chair Stoltze commented on the nerits of a debate
regardi ng the stinmulus package.

8:51:15 AM

Representative Gara noted that Alaska is just getting up to
speed on the stinulus plan. He said there is a fear that
sonme of these prograns would generate funding for new
prograns that would be hard to end. M. Katz said that for
the nost part there are not new prograns, but an extension
or enhancenent of existing prograns. There are sone new
requirenents that mght pertain into the future. The debate
is, on one side, that there is an imediate need for a
safety net due to the economic crisis and this is a response
to that need. O hers believe that there are sone
requi renents that would create an expectation that prograns
woul d continue to exist into the future wthout federal
funding for them

Representative Gara nentioned an unenploynent program
extension that would not require a financial obligation. He
request ed exanpl es of prograns that would need to be cut off
if funding was | acking. M. Katz highlighted the increase
in Medicaid and trigger nechanisns for states with high
unenpl oynent, where the federal government would increase
its share of the federal Medicaid match by 4.9 percent for
the period of the bill. States would be expected to adhere
to certain Medicaid benefits after the 4.9 percent is no
| onger avail abl e. O hers have argued that certain aspects
of the education funding would also fit into that category.
In particular, Title | funds for |IDEA would be enhanced and
then states mght be left to their own devices. Al so,
heal th i nformation technol ogy broad band would fall into the
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cat egory. Those who adhere to that argunent feel that,
aside frominfrastructure and tax relief, other aspects of

the bill should be dealt with in the normal appropriations
process.
8:.56:43 AM

Representative Gara spoke of enhanced funding and suggested
a requirement that accepting the noney today would not
require continuous funding. He wondered if that decision
woul d be up to the states. M. Katz thought that regarding
Medi caid, the states would have the option to opt into the
enhanced program He said each category would have to be
exam ned. In some categories there is a requirenent that
some programmatic changes exist into the future, and in
other areas, states would have the option to curtail the
program

Co-Chair Stoltze asked what percentage of the bill are
capital infrastructure funds, tax reductions, and social
program funds. M. Katz offered to provide those nunbers.
The Senate ratios are changing, but the House nunbers are
avai |l abl e.

M. Ruaro gave an exanple of transit funding. Communi ties
may be able to buy sonme new buses, but they would have to be
run on new routes, which neans ongoing maintenance and

operations costs. Co-Chair Stoltze asked if that exanple
was the tip of the iceberg. M. Ruaro said was just one
exanpl e.

8:59:36 AM

Representative Kelly said he understands that the prom se of
infrastructure building ended up being less than 10 percent
at the end. He requested the data as soon as possible. M.
Katz said there was currently an attenpt on the Senate fl oor
to increase the infrastructure part of the bill.

Representative Fairclough asked about renewable energy

project incentives in the bill. M. Katz said there was a
ot of focus on renewable energy in the bill. The
expectation is that a lot of that funding would go through
the Departnment of Energy. It is one of the President’s

phi |l osophies to nake a transition fromconventional fuels to
renewabl e energy, so there is considerable funding for
proj ects and research.

9:01:49 AM

Vi ce-Chair Thomas asked how | ocal hire would be assured for
t hese new projects. M. Ruaro thought that currently
projects nust neet federal Title 23 requirenents, as well as
D sadvant aged Busi ness Enterprise (DBE) requirenents. Vice-

House Fi nance Conmmittee 5 02/03/09 8:33 A M



Chair Thonmas recall ed past jobs that did not enphasize | ocal
hire.

Vi ce-Chair Thomas asked if the Departnent of Transportation
and Public Facilities is considering any construction of
har bor s. M. Ruaro thought that harbor projects nust cone
through the transit category of funding because there is not
an existing fornula as there is for roads. He thought the
House side had a broader definition that would allow port
projects and ferry termnals to qualify.

Co-Chair Stoltze pointed out that there is an ongoi ng debate
about the definition of |ocal hire.

9: 04: 58 AM

Co-Chair Stoltze opened the neeting to public testinony.
Seei ng none, the neeting was closed to public testinony.

Representative Gara referred the Commttee to a website -
NCS.org - regarding the categories of the bill. He recalled
40 percent going to highways, school construction,
weat heri zati on, and energy.

9:07: 09 AM

Co- Chair Hawker MOVED to ADOPT Anendnent 1

Page 2, line 1 through line 3

DELETE al |l | anguage

| NSERT “WHEREAS to acconplish this purpose, the federa
governnent is relying on existing fornulas and grant
prograns to allocate funds to the state, President
banma and the Congressional |eadership of both parties
having indicated that no specific projects wll be
included in the econom c stinulus package;”

Co-Chair Stoltze OBJECTED
Co- Chair Hawker explained that the |anguage in Anmendnent 1

was provided by M. Katz. It renoves the paragraph that
referred to submitting a project package to the governnent
and states that this will be a fornulaic program and not an

ear mar k program

M. Ruaro said the | anguage was accurately described by Co-
Chai r Hawker .

9:08: 43 AM

Co-Chair Stoltze WTHDREW his OBJECTI ON. There being NO
further OBJECTI ON, Anmendnment 1 was adopt ed.
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Representative Crawford said he decided not to offer an
anmendnent because he has determned that the bill would
benefit the donestic steel industry.

9: 09: 56 AM

Representative Gara MOVED to ADOPT Conceptual Anendnent 2,
to add “job training,” before “school construction” on page
1, line 14.

Co- Chair Hawker OBJECTED

Representative Gara expressed gratitude for the nonpartisan
manner in which the resolution has been witten. He voiced
concern about the need to build job training facilities for
t he gas pipeline. He wanted to enphasize job training in
the bill.

Co- Chair Hawker spoke to his objection. He agreed that the
effort has been nmade to nmake the resolution a generic
endorsenment of the stinulus package. He thought that job
training should not be a particular focus. The prograns
listed are fornulaic prograns being considered for funding
in Congress. Job training has not been specifically
t ar get ed.

9:12: 40 AM

Representative Crawford spoke in favor of Conceptua
Amendnent 2. He argued that education has been specifically
targeted in the bill and job training is just as worthwhile.

Representative Austerman thought the core of the stinulus
package was creating jobs. He spoke of the problem in
Al aska of not having a trained work force. He spoke in
favor of the anmendnent.

Representative Gara wthdrew Conceptual Anendnent 2 and
of fered a New Conceptual Anmendnment 2 in order to include the
words “job training,” in the appropriate place - before
energy on page 2, line 9.

Co-Chair Hawker did not maintain his OBJECTION to the
noti on. New Conceptual Amendnent 2 was adopt ed.

Co-Chair Stoltze noted a zero fiscal note by the
Legi sl ature.

9:16: 20 AM

Representative Kelly referred to page 1, line 6, of the
resolution. He thought there was debate over the clarity of
that 1ine. He suggested elimnating that |ine. Co- Chai r
Hawker argued that “current price” does not prejudice a high

House Fi nance Conmmittee 7 02/03/09 8:33 A M



or low price and has the ability to enconpass both
ci rcunst ances. Representative Kelly said he would have
difficulty supporting HIR 11. He thought it would be
penal i zi ng the future generation.

9:18: 20 AM

Representative Austerman returned to the question about
Medi caid and unenpl oynent unfunded nmandates and voiced a
concern. Co-Chair Stoltze asked if an indetermnate fisca
not e was needed.

Co- Chair Hawker explained that the fiscal note applies to
the legislation before the Conmittee, a strongly worded
letter to Congress. There is no fiscal consequence to this
resol ution.

Co-Chair Stoltze noted the ~concern by Representative
Aust er man.

9: 20: 03 AM

Representative Gara said there was sone truth to the
obligation to the state if +the Medicaid conponent is
included in the stimulus package. The federal match has
decreased in recent years. He pointed out that this
proposal would return the funding to the |evel experienced
three years ago, which was a 54 percent federal match. He
mai ntained that that part is intended to relieve the states
and does not concern him

Co- Chair Hawker MOVED to REPORT HIR 11 out of Committee, as
anmended, w th i ndi vi dual recormendati ons and t he
acconpanyi ng fiscal note.

Vi ce-Chair Thomas OBJECTED

Vi ce-Chair Thomas suggested that “buying Anerican” should
apply to Al aska sal non.

9:22: 28 AM

Representative Austerman said he has a problem with the
direction the nation is going regardi ng spending. He called
today a “sobering point”. He disagreed wth the philosophy
of spending and preferred trying to bal ance the budget on a
constant basis.

Co-Chair Hawker also shared concerns about the federal
stimul us package. He stated that the federal governnent is
going to pass this legislation and Al aska has to be
pr epar ed. Nothing in the legislation binds the state — it
is just another form of a federal receipt and the
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| egislature has the exclusive prerogative to accept or
reject the funding.

9:25:22 AM

Representative Kelly commented that some would prefer to not
receive this stimulus package. He agreed wth the
Governor’s take on it. He maintained that the nore the
state is dependant on federal funds, the less creative it
becomes and the less wisely it governs. He spoke of the
decreases in federal funding and how it affects the state.
He questioned how the state would backfill the |oss of
federal funds, a 60 percent drop in revenue. He favored
only infrastructure support. He did not want the stinulus

package to be a burden to future generations.

9:28: 47 AM

Representative Sal non said that the district he is from has
been in a slunp since statehood. H s area has experienced

hard economic tinmes, unlike urban areas. If this stinmulus
package will help the rural areas, he said he is in favor of
it. The villages have a different perspective of the

econonm ¢ stinulus package. He enphasized the despair in the
vill ages during hard economc tines and the inequity between
areas throughout the state.

9:31: 28 AM

Representative Joule said he understands the angst over the
bill. He questioned the alternative if a stinmulus package
i s not provided.

Co-Chair Stoltze enpathized wth the economic problens in
parts of the state. He thought there were deep divisions
over the method of providing economic stinulus. He spoke of
a goal to inprove the country.

9:32:45 AM

Vi ce-Chair Thomas commented on the Governor’s hiring freeze
and the need to reevaluate job recruitnent.

Representative Salnon disagreed with recruiting from the
Lower 48.

Representative Kelly OBJECTED to the notion to nove the bill
fromComm ttee.

Aroll call vote was taken on the notion.

I N FAVOR: Austerman, Crawford, Fairclough, Gara, Joule,
Sal non, Thomas, Hawker, Stoltze
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OPPCSED: Kel |y

Representati ve Foster was absent fromthe vote.

The MOTI ON PASSED (9-1).

CSHIR 11(FIN) was REPORTED out of Committee with a "do pass”
recomendation and with a new zero fiscal note by the
Legi sl ature.

Representative Fairclough announced a neeting on the
econom ¢ stinulus at noon today.

ADJ OURNVENT

The neeting was adjourned at 9:36 AM
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