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Fai rbanks; Hugh Browne, Anchorage; Brian Kane, Legislative

Legal

Services; Witney Brewster, D rector, Division of

Mot or Vehi cl es, Departnent of Adm nistration.

SUMVARY

HIR 35 CONST AM HEALTH CARE

HIR 35 was REPORTED out of Commttee with no
recommendati on and with previously published
fiscal note: FN1 (GOV).

HIR 42 CONST. AM  TRANSPCORTATI ON FUND

CS HIR 42(JUD) was REPORTED out of Committee
wi th no recommendati on and with previously
publ i shed fiscal note: FN1(GV).

HB 329 DEDI CATED TRANSPORT FUND/ PUB TRANSPORT

HB 329 was HEARD and HELD in Conmittee for
further consideration.

HB 356 TRANSPORT. | NFRASTRUCTURE FUND APPROP

9: 06:

HB 356 was HEARD and HELD in Conmittee for
further consideration.

06 _AM

#hj r 35
HOUSE JOI NT RESOLUTI ON NO. 35

9: 07:

Proposi ng anmendnments to the Constitution of the State
of Al aska prohibiting passage of laws that interfere
with direct paynments for health care services and the
right to purchase health <care insurance from a
privately owned conpany, and that conpel a person to
participate in a health care system

00 _AM

REPRESENTATI VE M KE KELLY, SPONSOR, presented an overview
of the resolution. He enphasized the seriousness of the
| egislation, noting that health care involves everyone and

t hat

36 states have the issue under consideration. He felt

health care should be a state issue and not a federal one.
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He claimed that 85 percent of Anmericans were happy wth
their healthcare system there were a nunber of uninsured,
usually illegal immgrants and the young. The real nunber
of uninsured was close to 10 mllion; however, they were
all able to receive treatnent paid for by others.

Representative Kelly asserted that many were upset by
recent legislation passed by Congress that they felt
represented a dramatic step toward turning the healthcare
system over to the federal governnent. He relayed that the
proposed resolution would allow the people to vote on
whether or not to participate, prohibit any fines or other
punitive actions surrounding the personal decision, protect
the right of the individual to purchase health care and the
right of doctors to provide |awful nedical services wthout
government fines or penalties, and enshrine those rights in
the state constitution.

Representative Kelly suggested that the legislation would
turn Al aska against the federal governnent. He did not
believe health care was provided for in the US
Constitution.

9:12: 30 AM

CHRI STI E HERRERA, DI RECTOR, HEALTH AND HUMAN SERVI CES TASK
FORCE, AMERI CAN LEG SLATIVE EXCHANGE COUNCIL (ALEC) (via
tel econference), noted that ALEC was a non-partisan,

national association of state |awrakers. She spoke in
support of HIR 35, which was nodel ed after ALEC | egi sl ation
enacted in 41 states, the Freedom of Choice in Health Care
Act. She pointed out that the legislation was a nationa

effort endorsed by the Wall Street Journal and that 59
percent of Ilikely voters believed states should have the
right to opt out of federal governnent prograns.

Ms. Herrera stated three reasons why ALEC supported the
bill: It would ensure continued access to health services;
stop mandates that do not work, such as the Massachusetts
mandate; and render wunconstitutional any attenpt by the
state to require an individual to purchase healthcare
coverage or state prohibition against direct paynent for
medi cal care. The legislation would also protect Al aska in
a constitutional challenge of the new federal health reform
I aw.
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Ms. Herrera addressed several m sconceptions that she felt
had come up in other commttee hearings about HIR 35. She
assured the Finance Conmttee that the bill would not bl ock
peopl e from taking advantage of the federal |aw, but would
give citizens a choice. She dispelled the idea that
prohibiting an individual nandate would exacerbate the
"free rider" problem she argued that people would continue
to show up in energency roons for free health care even
wth the new federal mandate. She noted that the newy
insured would still be paid for with subsidies; the new
federal law dictates that a lowincone famly of four would
qualify for nore than $20,000 in governnment subsidies
through the new exchange. She encouraged passage of the
resolution. She listed states where simlar |egislation has
al ready passed, including Virginia, | daho, Ari zona,
Al abama, GCeorgia, and Tennessee.

9:17: 30 AM

Representative Gara commented that he was skeptical. He
asked whether a cost analysis had been done related to how
much it cost those who bought insurance (or the taxpayers)
to make up for those who did not. M. Herrera responded
that free riders would show up in the emergency room even
if there was a requirement to buy individual health
i nsur ance. She clainmed an individual mandate woul d
exacerbate the free-rider problem She offered to provide
data showing that the primary free riders are people on
Medi cai d; doctors have been refusing to see new Medicaid
patients because of the |ow rei nbursenment rate. The federal
| aw would put nost of the newy insured into the Medicaid
program which she felt delivered poor care.

Representative Gara asked whether M. Herrera had hel ped
wite the constitutional anendnment. M. Herrera related
that the resolution was nodeled after legislation witten
by ALEC, an organization of state |awrakers from all 50
st at es.

9:20:15 AM

DAVE  ROLAND, ATTORNEY and POLICY  ANALYST, SHOW ME
| NSTI TUTE, M SSOURI (via tel econference), described hinself
as an experienced constitutional attorney and discussed

constitutional inplications of the bill at both the state
and federal levels. He referred to a countdown to an
“unprecedented intrusion” into individual liberty. He
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asserted that the individual heal t h-i nsurance nmandate
recently passed by Congress would require citizens to
purchase a product they may not want, a step never before
taken. He mintained that the U S. Constitution did not
offer protection of personal freedons; therefore, states
could nodify their constitutions to protect their citizens.
He believed HIR 35 would give Al askans a chance to speak up
for freedom

M. Roland acknowl edged that questions had been raised
about the effectiveness of the proposed anendnment. There
have been very few direct conflicts between a state's
protection of individual Iliberty and a federal governnent
demand. He highlighted a M ssouri case; the federal
government had required the wuse of public funds for
educational purposes, but Mssouri's constitution forbids
the use of public funds. In response, the U S. Suprene
Court exhibited disconfort with applying the |aw because of
the Mssouri constitution. The law was interpreted so that
there was no longer a conflict. He maintained that the sane
pattern had held true through a nunber of U 'S. Suprene
Court cases.

9: 24: 37 AM

PAT LUBY, ADVOCACY DI RECTOR, ALASKA ASSOCI ATI ON OF RETI RED
PERSONS (AARP), ANCHORAGE (via teleconference), testified
in opposition to the resolution. He did not believe that
the state constitution should be amended, except for very
serious reasons. He argued that the federal governnment was
not taking over health care. He noted that 85 percent of
the population was content with current heal t hcare
cover age. He spoke of new nanaged-care nodels, the
i nportance of networking, and coordinated delivery of
services. He added that in Alaska, Medicaid pays better
than Medicare and maintained that providers see Mdicaid
patients. He believed cost containment was necessary and
that sonething needed to be done about the uninsured.
Currently, 17 percent of Al askans between the ages of 50
and 64 have no insurance at all. They often go to the
energency room those with insurance pick up the tab. The
average cost of the uninsured for every Alaska famly was
$1,900 annually. Enployers, including the state, also pick
up the cost of those enployers who do not provide coverage
to their enployees. He enphasized that AARP wants to nake
sure all Alaskans participate in healthcare coverage in
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order to end cost-shifting. The resolution would allow
peopl e to opt out of coverage.

9:27: 08 AM

Representative Kelly opined that M. Luby did not represent
all seniors. He had heard from seniors who disagreed with
the sentinments expressed.

Representative Fairclough asked how AARP had reached
consensus on the issue. M. Luby explained that the board
of directors had taken a position on the neasure. He
mai ntai ned that the only way to bring down healthcare costs
was to end cost-shifting. If people were allowed to opt
out, the rest of the people would have to pay for them

Representative Fairclough inquired whether the stated
position was an Al askan or national one. M. Luby replied
that there was only one national board of directors; AARP
is a national organization and the states do not take
i ndi vi dual positions.

9:29:32 AM

MARI A RENSEL, FAIRBANKS (via teleconference), testified in
support of the resolution. She reported that she had
coll ected signatures of others who also strongly supported
the resolution; the people she had talked to did not want
to participate in the federal healthcare reform She
refuted sone of Representative Gara's comments; she
bel i eved people should choose for thensel ves whether they
want heal th insurance.

9:32:10 AM

CAM CARLSON, FAI RBANKS (via teleconference), testified in
support of the resolution. She could not believe that a | aw
could be passed that prohibited people from buying health
services they wanted. She thought it inportant to protect
the individual’s and the state's rights against intrusions
of the federal governnment. She did not think the federal
governnment had expertise in health care and had not done
wel | with Medicare or Medicaid. She disagreed with
Massachusetts' heal t hcare pl an.

RANDY GRI FFI'N, FAI RBANKS (via teleconference), testified in

support of the resolution challenging the federal
governnment. He believed that the state already regulated
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i nsurance conpanies. He had concerns about his insurance
rates going up. He favored supporting those who could not
afford health insurance, although he did not think the
federal government should be involved. He distinguished
between rights and acts of nmercy. He did not want young
people to develop a welfare nentality.

9:38: 36 AM

PEGGY ANN MCCONNACHI E, NATI ONAL FEDERATI ON OF | NDEPENDENT
BUSI NESSES (NFIB), voiced concerns about the federa
heal t hcare | egi slation. She spoke in support of HIR 35. She
wanted the right to choose whether to participate in a
heal t h-i nsurance system She did not want to be forced to
pay fees inposed by the federal governnment if she did not
choose to provide health insurance for her three conpani es.
She felt the resolution would help protect Al askans and
Al askan busi nesses and that Al askans should have the right
to vote on whether or not they were subject to the federa
governnent's inposed healthcare restrictions. She noted
that NFIB has taken a position against nandates. She urged
the conmttee to pass the bill.

9:41: 38 AM

Representative Faircl ough asked whether NFIB s position was
Al askan or national. M. MConnachie stated that the
position was an Al askan one. She described NFIB as a group
of small Al askan businesses ranging in size from one
individual to over one hundred. The businesses banded
toget her because they enployed nany people and were
concerned about federal mandates. Co-Chair Stoltze noted
that he has net many nenbers and had becone nore aware of
t he many businesses in the state.

9:43:41 AM

MARK  REGAN, FAI RBANKS (via teleconference), spoke to
concerns about HIR 35. He reported that he had worked on
many | awsuits brought by Medicaid beneficiaries against the
government during the past 20 years. He nmintained that the
| anguage of the resolution would have an effect on existing
as well as future state laws and on the federal
government’s authority to inpose an individual nandate.

M. Regan discussed how the resolution mght influence

state law and court rules related to nmedical child support.
A person with children who is divorced is supposed to have
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a divorce decree stating who should purchase health
insurance for the children. He maintained that the
resolution would jeopardize the state nedical child-support
systemthat ensures insurance by court order.

M. Regan called attention to HB 423, which was anended in
the Health and Social Services Comrittee to stipulate that
the freedom of choice policy was not to undercut anything
that was required or provided by the state (including by
state <court order); the <conmttee was headed in the
direction of allowing the systenms to continue and be
nodi fied. He felt that HIJIR 35 would jeopardize the right of
a state court to mandate health coverage for children. He
t hought the | anguage used m ght confuse voters.

M. Regan addressed the relationship between nationa
health reform and the individual mandate. The text of the
nmeasure says that no | aw shoul d be passed which is ained at
the Al aska legislature and Al aska state law, and has no
necessary effect on anything that happens at the federal
level. He believed that the federal nandate was l|likely to
take effect wthout being challenged by HIR 35  He
specul ated that the resolution was designed before the
federal |aw passed to prevent the state from requiring
peopl e to purchase insurance the way Massachusetts requires
people to purchase insurance, to prevent a single-payer or
ot her mandatory contribution system at the state level. He
did not think the text was ainmed (in spite of what the
sponsors intended) at federal healthcare reform individua
mandates, but at the state legislature and the state courts
to prevent a state | aw

M. Regan spoke to what HJR 35 woul d do: Because of the way
federal way is structured, the resolution would take the
state out of a role of protecting Al aska citizens in terns
of the health-insurance exchanges through which people
m ght get subsidized health insurance from private
conpanies. He explained that the federal |aw stipulated
that starting in 2014 the health-insurance exchanges were
to be regulated by the states if the states signed on, and
regulated by the federal governnent directly or by sone
non-profit if the states did not sign on. Each individua
state was given a choice. He suspected that if the |anguage
was passed and enacted by the voters, the main effect it
woul d have on federal healthcare reform would be that the
state could not operate the exchanges. The state would then
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no | onger be engaged in healthcare regulation; the federa
government woul d run the exchanges.

M. Regan conpared the situation wth the federal
government’s relationship to subsistence regulation. The
state is able to regulate wunder the Alaska Nationa
I nterest Lands Conservation Act (ANILCA) if it has |aws
that do a certain set of things, but if the state does not
have those laws or if the laws are unconstitutional, as the
Al aska Suprenme Court has found them to be, the federal
government does the regulating on federal |and. He clained
that the proposed constitutional anendnent would put the
state in the sane position. The state would be taking
itself out of the health-insurance business, and the state
would not be able to protect Al askans through regulating
t he exchanges.

M. Regan argued that if there is a constitutiona
challenge to the individual nmandate and to the exchanges,
it would not be assisted or undercut by passage of the
constitutional anmendnent.

9:52: 27 AM

Representative Fairclough asked whether the anendnment woul d
prohibit a parent mandated by the court to provide for
health insurance for a child in a custody situation. She
al so wanted a response regarding the issue of taking Al aska
out of the role of making regul atory deci sions.

DENNI S BAI LEY, ATTORNEY, LEG SLATI VE AFFAI RS (via
tel econference), agreed that the first issue could be a
potential interpretation of the l|anguage in Section 2 of
the bill. He was not certain, but believed the second issue
al so appeared to be correct: the federal governnent or non-
profits could run the prograns if the state did not run the
exchange prograns; then they could be run by non-profits or
by the federal governnent.

Co- Chai r Stoltze qgueri ed t he phr ase "potenti al
interpretation.” M. Baily replied that the |anguage said
that it would prohibit the state from penalizing a person
for making a particular healthcare choice. For exanple, if
the state requires a parent to provide health insurance for
a child wunder a divorce decree, the constitutional
amendnent could be interpreted to prohibit a penalty on the
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choice of the individual not to do what the court says. He
opi ned that a conflict would be present ed.

9: 56: 48 AM

Representative Austerman requested that M. Regan put his
testinmony in witing. M. Regan agreed to do so.

Representative Kelly commented that the sanme questions were
bei ng addressed in 36 states and suggested that there woul d
be many questions |ike the ones posed by M. Regan.

Representative Fairclough stated that she was supportive of
the legislation, but wanted to examne its unintended
consequences. She wanted to build a record for the courts
to look at. The intent of the resolution was that the
nati onal government should not tell states what to do
regardi ng heal thcare coverage in the state.

Co-Chair Stoltze also wanted to look at all possible
consequences of the federal nandate.

Representative Kelly agreed with the statenments. He said
the bill process was just beginning and the commttee's
comments woul d be on the record.

Representative Fairclough explained that she conmented
about the intent on the record because the court uses
meeting mnutes to consider |legislative intent.

10: 00: 44 AM

BOB HOMRD, FAI RBANKS (via tel econference) urged support of
a constitutional anmendnent to protect Al askans from the
federal governnment's overreaching legislation. He stated
that whether the anendnent passed or not, the federal |aw
al ready existed. He requested strong |anguage on other
possi bl e federal nmandates besides health care. He hoped for
a broader statement through a constitutional anmendnent that
woul d prohibit passage of any law that would conpel a
person or an enployer to purchase any good or service, or
that levied any penalty, tax, or surcharge on a person or
enpl oyer for failing to purchase any good or service.

10: 03: 15 AM

House Fi nance Conmmittee 10 04/ 10/ 10 9:05 A M



Representative Doogan asked who M. Howard was speaking
for. M. Howard replied that he was speaking on his own
behal f.

HUGH BROWNE, ANCHORACGE (via teleconference), opposed the
bill because he thought spending tine fighting the
President or the federal legislation was a waste of tine.
He agreed with statenents nade by M. Regan and the state
| awer about possible unintended consequences. He was
agai nst spending resources to fight a federal |aw that had
al ready been passed; the resolution would affect the state
and not the federal governnment. He naintained that the bill

could take liberties from Alaskans and that there were
beneficial things in the federal healthcare bill. He was
concerned that the bill would cause a constitutional fight

over health care. He thought the result would be
i neffectual since the language in the resolution says that
no |aw shall be passed; he enphasized that the federal |aw
had al ready been passed.

10: 09: 16 AM

Representative Kelly acknow edged that the passage of the
federal healthcare bill had stirred up discussion. He
reiterated that 36 other states had taken stands against
the federal bill. He noted that Al aska had been counsel ed
to proceed carefully and thoughtfully. The process was
underway in Alaska with the governor and the attorney
general looking at it. He pointed to additional I|egislation
related to the issue: HR 14 and HB 423. He naintained that
the issue would not go away. He stated that “America is on
the march” and nmintained that the |egislature nust pay
attention. He wurged considering unintended and intended
consequences. He concluded that the legislature should not
gi ve up.

10:11: 53 AM

Representative Gara offered to help make the resolution a
better piece of legislation. He believed that people should
get the nedical care they needed, but he thought the
provi sion would work against people getting it. H's ngjor
concern was that he did not believe in creating false
expectations anmong the people who elected him He stated
that the resolution was unenforceabl e and unconstitutional.
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Representative Gara pointed out that there were people who
di sl i ked other federal prograns, such as the space program
environmental regulations, and the federal tax system but
in the end, Anmericans “get what they get” from Congress and
the President; if they don't like it, they can elect new
Congress people and a new president. He disagreed wth
Al askan legislators pretending to be Congressnmen on
television and trying to change a congressional law with a
pi ece of state legislation, which he thought created false
expect ati ons anong the public.

Representative Gara maintained that he did not want to
wite sonmething blatantly unconstitutional into the state
constitution. He likened it to trying to change the First
Amendrent through |anguage in the state constitution, or
putting |anguage into the state constitution renoving the
right to freedom of religion. He argued that Anerica does
not work that way. He did not want to pretend to the
Al askan public that a measure like HIR 35 could change
sonet hi ng.

Representative Doogan voiced his opposition to the
resolution. He related that his father had hel ped wite the
Al aska Constitution. Like any living docunment, it has been
amended several tines. He believed that the resolution went
beyond being a sensible anmendnment and was purely a
political statement. He was opposed to enshrining political
statenents in the state constitution, the basic docunent
governing who Al askans are and what they do. He did not
know enough about law to know what consequence the
resolution could have in the end, but he did not want to
put a “passing political fancy” into t he state
consti tution.

10: 16: 40 AM

Representative Austerman inquired whether the chair was
planning to nove the bill. Co-Chair Stoltze responded that
he preferred to have all 11 nenbers present before doing
so.

Representative Kelly appreciated the commttee's conments

He believed that 70 percent of Americans were upset and
seeking ways to "unscrew the screwing." He acknow edged
that the process was fraught with difficulty, but he did
not believe people would back off. He thought the
resolution was one nethod that Anericans could use to
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change the situation or at |least send a nessage. He
predi cted change in the upcom ng elections. He nmaintained
that he was not acting in order to be re-elected, but
because he believed in what he was doing. He believed he
was not alone and that the people were not done.

HIR 35 was set aside until later in the neeting.
10:19:54 AM AT EASE

10: 39: 56 AM RECONVENED

#hjr42

HOUSE JO NT RESOLUTI ON NO. 42

Proposi ng anendnents to the Constitution of the State
of Alaska creating a transportation infrastructure
fund.

#hb329
HOUSE BILL NO. 329

"An Act relating to the transportation infrastructure
fund, to local public transportation, to notor fuel
taxes, and to the notor vehicle registration fee; and
providing for an effective date."

#hb356
HOUSE BI LL NO. 356

"An Act making a special appropriation to the
transportation infrastructure fund; and providing for
an effective date."

10:40: 15 AM

REPRESENTATI VE PEGGY W LSON, SPONSOR, pointed out that the
Al aska Transportation Infrastructure Fund (ATIF) required
three separate pieces of legislation in order to put the
fund into practice. The first, HIR 42, would put a
constitutional anendnent on the ballot to allow for a
dedi cated transportation fund. Next, HB 329 would create
the fund, define how it would be wused, and how the
appropriations would be dispersed. The third, HB 356, would
appropriate $1 billion seed noney for the fund.

Representative WIson maintained that Alaska needed to
shoul der nore  of the responsibility for its own
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transportation costs. She relayed that the previous year
the state had received 87 percent of its transportation
funding from the federal government, nore per capita than
any other state. A new federal highway reauthorization bill
was anticipated, wth Iless noney for states wth |ow
popul ations. She argued that Al aska needed a dedicated
transportation fund. State-funded projects do not have the
same stringent requirenents that the federal governnent

has, but they still need the same construction standards.

Representative W son reported t hat t he House
Transportation Comrittee had nmet during the previous
sessi on regar di ng i mprovi ng t he transportation
infrastructure in geogr aphi cal | y-di verse Al aska. The

committee traveled to villages and urban areas to see
firsthand the challenges faced, including safety corridors,
congested areas, and roads in need of repair. The conmttee
heard from the Al aska Municipal League (AM.) and the WMat-Su
Borough, who teaned together to contract an independent
study of the fiscal challenges of transportation in the
state. Larry Persily, a comrittee aide, had conpleted an
extensive study of the fiscal options for funding
transportation infrastructure upgrades. There was a full
day of hearings on issues from the national |evel down to
the local level, and discussion of optimal solutions to the
probl enms. She nmintained that the bill was the cul mnation
of all the hearings, travel, and hours of research.

Represented WIson enphasized that she did not take
changing the state constitution lightly. Two dedicated
funds had been grandfathered into the constitution already,
including one for transportation. She asserted that the
time was right to put the fund into place in order to plan
solutions to transportation problems. A dedicated fund
woul d provide known funds and the ability to provide a
long-term plan for capit al i nprovenents and  nmj or
mai nt enance. She believed the voters would be in favor of
t he dedi cated fund.

10: 44: 53 AM

BECKY ROONEY, STAFF, REPRESENTATIVE PEGGY WLSON, briefly
described the two other transportation bills. She expl ai ned
that HB 329 would cover all nodes of transportation,
including aviation, roads, surface transportation, bike
paths, ferries, harbors, and nunicipal assets. The bill
would take the revenue from the fuel tax and vehicle
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registration fees and put theminto a fund. The Departnent
of Revenue (DOR) would manage the fund, |ooking to provide
6 percent of market value (POW) average over five years

Each year, appropriations into the fund would consist of
the 6 percent POW plus 50 percent of the revenues fromthe
fuel tax and vehicle registration fees. The |I|egislation

would set limts on how nuch could be appropriated across
the nodes of transportation and would create an advisory
council wth representation from the legislature, the

public, and the Departnment of Transportation and Public
Facilities (DOT/PF). The advisory council would assign a
nunmeric value to the proposed projects to define which
woul d be done in a given year. The bill would allow for
Division of Mtor Vehicle (DW) operations, retain all
specialty license-plate appropriations set forth in statute
to date, and retain funds from the aviation fuel tax for
muni ci pal airports. The governor and the |egislature would
approve the <capital appropriations reconmended by the
advisory council; the capital items would go through the
regul ar budget process.

Ms. Rooney reported that HB 356 would be an appropriation
bill for the $1 billion for seed noney.

10:47: 25 AM

Representative Gara conmended the work done on the bills

al though he was skeptical about dedicated funds. He noted
that he had been told about a provision that interested
him He believed other areas of the capital budget should
be dealt with in the same manner as school construction,
with sone sort of ranking process. He asked whether there
was a version of a Statewide Transportation |nprovenent
Program (STIP) process included in one of the bills.
Representative WIlson replied the process was 1in the
enabling bill (HB 329).

Representative Austernman stated that he had had sone
reservations about the proposal at first because it would
take funds that are already being used in the budget
process and dedicate them to a different use. He thought
there was enough tine to address the issue before a vote
He queried a change related to a date on page 1, line 9.

BRI AN  KANE, DRAFTER, LEA SLATIVE LEGAL SERVICES (via

tel econference), explained that the question referred to a
conform ng change needed because the constitutional section
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has not been anended since it was ratified. He added that
the real change to the section was the addition of Sections
15 and 18 as all owabl e dedicated funds; putting the date in
was a cl ean-up neasure.

10: 50: 44 AM

Representative WIson asked whether the appropriate
commttee substitute was before the commttee. She noted
that the bill should be version \C

10:51:12 AM AT EASE
10: 53: 25 AM RECONVENED

Co-Chair Stoltze explained that there was a proposed CS and
the chair preferred to offer a constitutional anendnent
i nstead, which would allow a dedi cated fund.

Representative WIlson felt that the issue could be taken
care of in the enabling bill.

Representative Joule directed attention to HB 356 (related
to the appropriation). He asked whether the nunbers were
strictly from the 6 percent POW or from that anount plus
the other noney available. He wondered what would be
avai l able for transportation funds in the future. M.
Rooney referred to the chart “Available Funds From ATIF’
(in the packets for HB 356) with two scenarios. Scenario
one assumed the $1 billion appropriation seed noney for the
fund; all of the revenue fromthe vehicle registration fees
and the notor fuel tax wuld go into the fund and
accunmul ate. The only thing available for appropriation
woul d be the 6 percent POW averaged over 5 years.

Ms. Rooney continued with the second scenario, the seed
nmoney plus 50 percent of the previous year’'s revenue from
vehicle registration fees and notor fuel taxes; she
indicated that the total appropriation was shown on the
right-hand side in the |l ast col um.

Representative Joule queried the difference between the two
scenarios. He noted that in FY 12, about $36 mllion would
be available for projects statewi de. M. Rooney responded
inthe affirmative.

Representative Joule questioned the out-years and the
changi ng nunbers. M. Rooney replied that the nunbers
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reflected the conpounding of all of the notor vehicle fees
and notor fuel tax in scenario one; the funds would
continue to be put into the savings account and conpound

it would catch up at about year 2018. The choice would be
bet ween spending the noney up-front or saving it to spend
in the out-years.

10: 58: 41 AM

Representative Gara speculated that the anount avail able
would start in the high $50 mllion range and then grow to
$100 nmillion. M. Rooney agreed. Representative W]Ison
clarified that he was referring to scenari o one.

Representative Gara understood the need for a healthy
transportation budget. He was concerned that in the early
years, the fund would spin off |less than was already spent
on transportation. He was worried about declining state
revenue and availability of funds, which could result in
budget cuts. The legislation would not allow transportation
funding to be cut any lower than the designated anounts,
which was his problem with the dedicated fund. He wondered
what woul d happen if the state found itself in a situation
where sonething needed to be slashed. Supporters of the
dedicated fund would be protecting transportation from
bei ng cut, but people advocating for schools would not want
school funding cut, healthcare advocates would not want
health care cut, and so on. The |egislature would be forced
to slash sonething big, and he did not know why one area of
need should be protected nore than another. Representative
Wl son responded that if the legislature found itself in
the described situation, the econony of the state would be
in dire straits. She asserted that no matter what was cut,
j obs and econom c devel opnent would be inportant in such a
situation. She maintained that the nmeasure would ensure
some econom ¢ devel opnent for the state.

Ms. Rooney added that Representative Gara s description of
the smaller anpbunt was why the enabling statutes would be
changed to allow expenditure of 50 percent of the revenues
so that sonething substantial would be seen inmediately.

Representative Gara thought a lot of work had to be done to
address as many consi derations as possi bl e.

11: 02: 40 AM
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Representative Joul e shared Representative Gara’ s concerns;
however, the other part of the discussion related to noving
forward with transportation infrastructure in the state.
Oten, the challenge in Alaska is developing nobdes of
transportation (surface or otherwise) that would allow
access to resources that the state mght want to devel op.
He thought devel opnent could help avoid the challenges
descri bed.

Representative Fairclough asked where the described funds
[collected from nmotor vehicle fees and notor fuel taxes]
were currently going and what they were being used for. She
t hought the funds went to other state entities, which would
need general fund dollars [if the neasure passed].
Representative Wlson replied that the intent of the CS was
to ensure that the state would not take any of the funds
used currently and that nothing would be taken out of the
general fund; the assurance could be put in enabling
| egislation. The sponsors did not want to change anything
happening currently wth the receipts from vehicle
registration fees and fuel taxes. Sone of the receipts go
to different communities for airports; she asserted that
they did not want to touch that funding.

11: 05: 45 AM

Ms. Rooney added that there were [receipts from specialty
license plates that go through the general fund to
specialty organizations such as veterans and Speci al
A ynpics; the sponsors did not intend to take that noney.
She noted that there were receipts from taxing aviation
fuel that went to municipal airports.

Representative Fairclough pointed to page 1, Section 18,
line 14 and read: “from any sales tax on fuel for the
propul sion of notor vehicles, aircraft, and watercraft,
|l ess refunds, credits, and collection costs provided by
laws, and from a registration fee of notor vehicles, not
special registration fees.” She asked whether noney woul d
be put into a fund from sonme state-revenue sources or
taxation already in place. M. Rooney answered in the
affirmative.

Representative Fairclough asked whether the nobney put in

the dedicated fund would result in I ess noney going to the
pl aces where the noney currently went. M. Rooney replied
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that the funds went into various holding accounts wthin
t he general fund and then were appropri ated.

Representative Fairclough queried the total that would have
to be backfilled wth general funds. M. Rooney answered
$76 mllion per year.

Representative Austerman asked whether the current gasoline
notor tax went into a dedicated fund. He referred to a
dedi cat ed fund t hat had been gr andf at her ed in.
Representative WIson responded that the fund was
grandfathered in, but when the legislature raised the fuel
tax, they were told that the dedicated fund would have to

go.

Representative Austerman pointed to 11 years out using
scenario one, when there would be a little over $2 billion
in the fund. He wondered whether the |egislature could use
the noney for anything other than transportation if a
situation of need occurred as described by Representative
Gara. Representative WIson responded that the enabling
| egislation would be in statute and that the statute could
be changed if needed.

11: 09: 45 AM

Ms. Rooney clarified that the |egislature could not use the
noney for other things w thout changing the constitution
because the anendnent would stipulate that the fund nust be
used for transportation capital funds.

Co- Chai r Stoltze recalled the |ast dedi cated fund
established by the voters in 1976. There was a revenue
stream and the | egislature augnmented the fund “far beyond.”
He summarized that the idea was to have the |egislature be
able to send the gas tax, any other tax, or an anmount in a
special appropriation to the <constitutionally-protected
transportation fund i nstead of the general fund.

11:11: 05 AM

Representative Gara referred to the chart depicting the
historical amount of state spending on transportation
projects, with a general fund part, a federal part, and
other. He asked whether the fund would be used only for
non-federal transportation projects or if it wuld be
avai lable for state transportation spending. Representative
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Wlson replied that the enabling legislation would limt
how much could be spent on federal projects, but it would
al l ow spending on federal projects. She preferred to do the
projects as state projects because they tended to be nmnuch
cheaper and faster. However, they did not want to limt use
of the fund to only state projects; up to 10 percent could
be used on federal projects, such as for a federal natch.

Representative Gara wanted to know how nmuch of the state
noney has gone to state projects and how nuch has been
mat ching noney for federal projects. Representative WIson
replied that DOT/ PF woul d provide the informtion.

Vi ce-Chair Thomas asked why all three pieces of |egislation
were being considered at one time. Representative WI son
responded that she would be happy if the resolution got
through and they waited to do the other ones. She noted

however, that nmany people wanted to know the overal

t hought process.

Vi ce-Chair Thomas commented that the [arge sum of noney ($1
billion) could worry people and distract from the
resolution itself. He stated that he |iked the idea.

11:13: 38 AM

Representative Austernan asked for clarification regarding
the conceptual anmendnent. M. Rooney responded that the
amendnent would allow for the use of sonme of the fund for
the operations of the Dw,; the enabling |I|egislation
stipulates that the state nust appropriate for those
operations, so they wanted it in the <constitutiona
resol ution.

Representative WIson added that the program was currently
handl ed in the way described; receipts were used to run the
DW and the sponsors did not want to change that. They
wanted to avoid people conmng to the legislature for the
f unds.

11:15:12 AM

Representative Austernman conmmented that he would not
support the idea. He opined that all revenue from the DW
should go to the general fund and then be appropriated
through the legislature so the legislature would know what
was going on. Representative WIson responded that the

House Fi nance Conmmittee 20 04/ 10/ 10 9:05 A M



funds would still go through the usual process, through the
subcomm ttees and so on.

Representative Austerman stated that he did not |ike the
i dea of the DW being funded through the constitution.

Representative Kelly asked whether the |egislature would
have the flexibility of spending 100 percent state funds
and whether the current system of matching funds would
still be in place. Representative WIson responded yes,
except that 10 percent could be used for federal match
(al though it does not have to be used for federal match).

Representative Kelly summarized that the current system of
mat ching across the board would be permtted but not
required.

11:16: 49 AM

Representative Fairclough asked which bill was being
addressed in public testinony. Vice-Chair Thomas responded
all three bills.

JOHN MACKI NNON, EXECUTI VE DI RECTOR, ASSOCI ATED GENERAL
CONTRACTORS OF ALASKA (AGC of Alaska), stated that the
organi zati on represented over 650 businesses around Al aska.
He provided testinony regarding HB 329; he did not have an
opinion on either the appropriation or the constitutional
amendnent. He noted that Al aska had relied on federal
transportation and construction funding for many years. The
federal highway program had used the federal fuel tax,
whi ch has been around since 1916. He thought it was one of
the best prograns developed. Alaska did not get to
participate in the programuntil statehood.

M. MacKinnon detailed that for +the federal gas tax
collected in Alaska (at $0.184 per gallon), the state
received a return of about six-to-one; for every $1.00
collected the state received $6.00 back. He enphasized that
nost states get only $0.90 back for every dollar collected.
He warned, however, that the return may not be allowed mnuch
| onger. The federal highway program was a six-year program
and re-authorization was overdue. He relayed that the
federal adm nistration wanted to hold back, although the
federal committee chair wanted to nove ahead; the [re-
aut horization bill] has been referred to as the “transit
bill” instead of the transportation bill, and was expected
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to favor urban areas with higher populations. He expected
less to conme to Alaska as a vast state with l|imted
popul ati on.

M. MacKi nnon nmaintained that general-fund appropriations
for transportation projects have been generous in past and
current capital budgets. Over the years, the ability to
spend state funds has greatly speeded up the process. He
noted that one federal dollar was worth about $0.75,
conpared to the worth of a state dollar. Federal dollars
were harder to spend as there were nore rules and
procedures; state dollars have the sane construction and
envi ronment al st andar ds, but could be used nor e
concurrently instead of consecutively. He pointed out that
t here were nunmerous exanpl es of faster projects.

M. MacKi nnon stated that AGC of Al aska has been on record
for many years supporting a state-funded transportation
pl an. He thought the proposed plan had gone through a |ong
and thoughtful process and had nmade great headway. He
believed a key elenent of any successful program was a
predi ctable and steady flow of funding; living from one
year’s appropriation to the next, through highs and | ows,
makes it difficult to have an efficient system He believed
directing the state notor fuel tax of $0.08 per gallon and
the vehicle registration fees constituted a user fee going
toward the various nodes of transportation being used. He
t hought the proposed advisory commttee resenbled the
transportation boards or conm ssions that nobst other states
had; the system has worked well in other states.

M. MacKi nnon concluded that HB 329 would provide a very
good framework for a successful state-funded transportation
pr ogr am

11:22: 58 AM

VH TNEY BREWSTER, DI RECTOR, DIVISION OF MOTOR VEH CLES
DEPARTMENT OF ADM NI STRATION (via tel econference), spoke to
HB 329. She explained that currently, alnost all DWW
appropriations (including capital and operating) were
funded via receipt-supported services; the division lived
off receipts, and the extra was deposited into the genera
fund. The DW budget went through the appropriation
process, but the funding source was receipt-supported
servi ces.
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Ms. Brewster furthered that HB 329 would allow for 3
per cent of the appropriation of the transportation
infrastructure fund to be available for DW s operating
costs. She referred to a letter from the division to the
conmmttee [April 6, 2010, copy on file] outlining the
details. She thought the DW woul d have enough funds for FY
12 in ternms of operating expenses; but |ooking forward, it
coul d possibly have budgetary problens that would result in
t he DW  requesting suppl enment al f undi ng from the
| egi sl ature. The vehicle registration fees listed in HB 329
woul d be transferred into the transportation infrastructure
fund; there would be insufficient funds left to fund the
DW operations. None of the funds would be capital funds

She stated that the division did not conceptually oppose
the bill, but wanted to see the |anguage changed dealing
with the 3 percent being available to the DW. She thought
t he | anguage should basically state that anything in excess
of needs for operations would go into the transportation
f und.

Co- Chai r Stoltze appr eci at ed i nformation about t he
technical difficulties, but said that he preferred to
consider the constitutional anmendment wthout having to
figure out all the funding mechani smns.

Vice-Chair Thomas commented that the Conmercial Fishery
Entry Conmi ssion was fully funded by the fishernen and that
the surplus went automatically to the Departnment of Fish
and Gane to supplenent its budget. He thought a simlar
mechani sm could be used to nake sure the DW was fully
funded each year, with the surplus going to the dedicated
fund.

11:27:43 AM

Representative Gara commented about noving ahead on the
constitutional anendnment. He also wanted to go forward on
another statute to evaluate and rank projects to limt
spendi ng and dedicate noney to the nost inportant things

He described the current process related to transportation,
with each district fighting for its own projects. He
t hought the capital budget needed to be refornmed to rank
projects. He wanted the process to be witten into the
proposed transportation fund.

Representative Fairclough suggested limting the discussion
to HB 42 in order to facilitate the process. She was
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concerned that discussion about funding possibilities could
result in losing the overall focus on whether to create a
dedi cated transportation fund. She argued that education
and energency nedical services would also benefit from
dedi cated funds for transportation.

MARK HI CKEY, JUNEAU, noted his 30 years of experience
working on transportation issues in Alaska, including as
comm ssioner of DOT/PF. He testified in strong support of
the bills, particularly a dedicated transportation fund. He
believed all fornmer DOI/PF conm ssioners would support the
idea as well. He thought the state needed a reliable and
predictable way to fund transportation, especially the
user-fee concept, since the state did not have a state-
funded program Alaska was the only state that did not,
whi ch caused consi derable problens on the federal |evel. He
t hought the real problemwas that the state was not neeting
its transportation needs. The municipalities were forced to
make federal prograns neet a variety of needs, which did
not work and was an inefficient use of federal noney.

M. Hickey informed the conmttee that at statehood, Al aska
had dedicated taxes from both nmotor-craft and water-craft
fuels, as well as the school fund (using tobacco tax). The
purpose for the notor-craft and water-craft fuel taxes was
related to operations and mai ntenance, such as repairs.

11: 34: 09 AM

M. Hi ckey continued that in 1961, the notor-fuel tax was
changed from $0.04 to $0.08 because the state needed the
revenue. At the time, the Departnent of Law (DOL) provided
what turned out to be incorrect advice that if there was a
change to a tax that had been dedicated, such as increasing
t he anmpunt, the dedicated fund would be |ost. Based on the
advice, the Title 19 statute still on the books stipul ated
how the noney would be used. The I|egislature anended the
statute to say “may be used” and therefore elimnated the
dedi cated-fund status. He did not know whether DOL had
issued a new opinion since that tinme. Wen the tobacco tax
was put in place in the md-1990s, it was denonstrated that
the DOL advice was incorrect. There was a |ong discussion
about what would happen to the dedicated funds if the rate
of taxation was changed in the future. The nenbers of the
constitutional convention all agreed that since need
changes, the rate can be changed. To |ose the dedication,
the tax would have to be elimnated and then brought back,
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or the purpose of the tax would have to be changed. As a
result, the tobacco tax was increased for the school fund,
whi ch was still in place and had never been chal |l enged.

Representative Austerman queried the relationship between
HB 42 (Section 18) and HB 356 and how the fund could work
without the $1 billion appropriation. M. Hickey replied
that it was conplicated to | ook at all the pieces required.
He believed HB 329 also needed to be considered; it was
designed to supplenent the progranms in place already and

focus on st at e- f unded capital. He referred to
Representative Fairclough’ s question about what noney woul d
get displaced; the $76 nmillion was accounted for in the

budget in the highway account as well as being essentially
appropriated to rmaintenance support along wth other
general funds. House Bill 329 would take the noney and put
it into the capital side (which could participate in sone
federal noney but was nostly designed to augnent the
federal). There would be a need for additional general
funds to deal wth funding for maintenance costs. He
continued that the concept as a whole would require both
the appropriation of a neaningful ambunt of funds and user
fees sufficient enough to have a program $20 nmillion or
$30 million spin-off each year would not be neaningful, but
$50 to $70 mllion in addition to a way to grow the fund
woul d be meaningful. He thought user fees were inportant
and had to be looked at. He noted polls showing strong
support for increasing the notor fuel tax as long as the
noney rai sed was used appropriately.

M . Hickey opined that the dedicated fund and its
mechani sms would not work very well wthout some initial
significant appropriation into the fund. He thought the
foundation was created at statehood with user fees. He
recommended protecting the user fees and then suppl enenting
t hen.

11:40: 11 AM

Representative Austerman pointed out that putting $76
mllion each year into the fund would not grow it. He
wanted a fund that would grow, and thought that would take
a significant endowent by the | egislature.

M. Hickey responded that it would depend on what the funds

were used for. He agreed with the concept in HB 329 of
keeping half of it (or sone other amount) to grow the fund
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nore with the resulting interest deposits. He noted that
putting the noney into state-funded transportation projects
represented a significant change from current practice. The
problem of what the $76 mllion was used for would stil
have to be worked out. The need for a state-funded program
had been discussed since 1986 or 1987, when the price of
oil went down to $9 per barrel. Projects were still funded,
but haphazardly. Transportation projects need investnent
over tinme on a programmatic basis, because of environnental
requi renents and so on. In the current system a little
bit of noney was acquired at a tinme, and each subsequent
bit had to be fought for. He acknow edged that the
endownent part was inportant, but the added benefits of the
user fees focused on state-funded capital in a programmtic
way with a ranking nmechanism would represent a significant
change fromthe current process.

Representative Austerman agreed that sonething needed to be
done, but stated concerns regarding HB 329 and how to
appropriate the noney; with percentages at 188 percent of
the fund and funding sources (page 3), he thought there
would be a lot of conpetition. M. Hi ckey explained that
there was a not-to-exceed anmpbunt that would create some
equity between nodes. He explained that Al aska was uni que
in terms of the nmulti-nodal challenges, including ports and
harbors as well as aviation.

Representative Gara stated that he was beginning to be
convi nced, but he saw a reverse problem that mght require
an amendnent. He did not want to overspend, to require the
| egi slature to spend noney that it does not need to spend.
He felt a dedicated fund neant that the noney had to go
only to transportation funding, but he did not think
transportation funding would be the same in all years. He
noted that the fund would soon have $60 million per year,
but in FY 10, only $35 mllion was spent on transportation
projects. He questioned what would happen with extra noney
during times of Iless need. He suggested that the bill
stipulate that at the end of the fiscal year, the excess
not spent on transportation (of spin-off noney, not
principal) should be put into the general fund.

11:45:12 AM

M. Hickey replied that any expenditure was subject to
appropriation; the legislature annually controlled what
funds were spent, although the noney in the dedicated fund
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could only be spent as prescribed. He underlined that the
backl og for transportation needs were excessive; between
deferred nmintenance and capital projects, the need was
nore than ten tines the anmount that would be available. He
enphasi zed that the user fees collected would not have to
be spent in any given year, if there were not projects that
it made sense to fund. He believed the noney would be
protected. He was not sure how a sweep structure could work
wi thin a constitutional anmendnent.

Representative Gara commented that |eaving the noney in the
fund would nmean it could only be spent for transportation.
He wanted to consider sonme kind of sweep provision that
woul d happen after the l|egislative session was over in a
given year. M. Hickey detailed that DOI/PF had a $20
billion backlog in transportation projects. He enphasized
that the costs of the projects were very high. He referred
to one project that cost $70 mllion. In a good year, he
conjectured the fund could pay for five or six projects

and thought two or three projects each year was nore
Iikely.

11:47: 58 AM

Representative Fairclough asked whether public testinony
was cl osed.

Vi ce-Chair Thomas cl osed public testinony.

11:48: 37 AM RECESSED
6:59:40 PM RECONVENED

Co-Chair Stoltze continued di scussion on HIR 35.

#hj r 35
HOUSE JO NT RESOLUTI ON NO. 35

Proposi ng anendnents to the Constitution of the State
of Al aska prohibiting passage of laws that interfere
with direct paynments for health care services and the
right to purchase health care insurance from a
privately owned conpany, and that conpel a person to
participate in a health care system

7:01:14 PM AT EASE
7:02: 05 PM RECONVENED
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Representative Kelly MWED to report HIR 35 out of
comittee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

Representative Doogan OBJECTED. He stated that he was
agai nst the resolution. He W THDREW hi s OBJECTI ON

7:03: 00 PM AT EASE
7:03:25 PM RECONVENED

There being NO further OBJECTION, it was so ordered.

HIR 35 was REPORTED out of committee with no recommendati on
and with previously published fiscal note: FN 1 (GOV).

#hjra2
HOUSE JO NT RESCOLUTI ON NO. 42

Proposi ng anmendnments to the Constitution of the State
of Alaska creating a transportation infrastructure
fund.

Representative Kelly MOVED to ADOPT conceptual Anendnent 1:

Page 2, beginning of |ine 4:

Insert “"state fuel taxes and registration fees
received by the fund in that year and a percentage of
t he"

Renunber accordi ngly.

Representative Fairclough OBJECTED. There was discussion
about the version being considered; it was determ ned that
t he version was \P.

Representati ve Faircl ough W THDREW her OBJECTI ON
Co- Chair Stoltze MAI NTAI NED his OBJECTI ON.

BECKY ROONEY, STAFF, REPRESENTATIVE PEGGY W LSON, SPONSOR
expl ai ned that conceptual Amendnent 1 would allow for a
percentage of the fuel tax and vehicle registration fees to
be appropriated each year. She rem nded the comrttee that
a graph had been shown in testinony related to HB 329 that
woul d define the amount as 50 percent; the legislature
woul d have the latitude to change the percentage.
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Co-Chair Stoltze stated that he opposed the anendnent. He
t hought there was an adequate vehicle in the proposed
measure for establishing a dedicated fund. He did not think
it fit as well into a constitutional anendnent package and
could detract fromthe discussion

Co-Chair Hawker stated that he was opposed to the
amendnent. He thought the |egislation was sinple, elegant,
and appropriate wthout the additional anmendnent.

Representative Gara stated that he did not support the
anendnent. He thought there were two problens: First,
whet her there would be enough noney in the fund, and
second, he did not want it all spent in years when there
was nore than enough. He was concerned that by adding the
other two sources of revenue, there would be nobre noney
than the legislature would otherwise appropriate for
transportation projects.

7:08: 04 PM AT EASE
7:08: 24 PM RECONVNENED

Representative Kelly W THDREW conceptual Anmendnent 1

Co-Chair Hawker MOVED to report CS HIR 42 (JUD) out of
comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

Representative Gara OBJECTED.

Representative Gara stated that he objected to the
| egislation because of the wunevenness of needs for
transportation. He did not want a dedicated fund for
transportation in years when there was nore noney. He
wanted the extra interest earnings to revert back to the
general fund in sone years. He maintai ned that whenever the
| egi sl ature was given nore noney to spend than needed, the
noney was spent.

Representative Fairclough pointed out that there were many
transportation needs in the state and the fund had no noney
in it. She maintained that the state needed a dedicated
fund established in the state constitution. She enphasized
that without a road system and transportation, people were
stranded w thout access to food or other energency needs

The fund would help in all areas of the state. She believed
in the process. She was concerned about the |arge and aging
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transportation infrastructure in Alaska and wanted the
state to begin taking responsibility for it.

Representative Doogan supported novenent forward on
transportation issues and commended the work done. He
stated concerns about the concept of a dedicated fund. He
wondered what would be next after the dedicated fund for
transportation; everyone would |like their project enshrined
in the constitution. He referred to California, where al
the nmoney was tied up and the voters have to decide to
all ow any extra funding.

7:14:27 PM

Co-Chair Stoltze agreed with sone of the policy discussion.
He referred to historical discussion about the issue and
t hought the topic was rel evant.

Representative Gara W THDREW hi s OBJECTI ON
There being NO further OBJECTION, it was so ordered.

Representative WIson commented that the nunbers being
di scussed were only relevant if $1 billion dollars was put
into the fund. The anmendment woul d have made it flexible.

CS HIR 42(JUD) was REPCORTED out of conmittee with no
recommendation and with previously published fiscal note:

FN1 (GOV).

HB 329 was HEARD and HELD in Commttee for further
consi derati on.

HB 356 was HEARD and HELD in Commttee for further
consi derati on.

#
ADJ OURNVENT

The neeting was adjourned at 7:18 PM
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