HOUSE FI NANCE COW TTEE
April 11, 2010
1:13 p.m

1: 13: 53 PM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmittee neeting
to order at 1:13 p.m

VEMBERS PRESENT

Representative M ke Hawker, Co-Chair
Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Vice-Chair
Representative Allan Austernman
Representati ve M ke Doogan
Representative Anna Faircl ough
Represent ati ve Neal Foster
Representative Les Gara

Representati ve Reggi e Joul e
Representative M ke Kelly

Represent ati ve Wodi e Sal non

VEMBERS ABSENT

None

ALSO PRESENT

Representati ve M ke Chenaul t; Representati ve Nancy
Dahl st rom Senat or Charlie Huggi ns; Bryan But cher,
Director, Governnent Affairs and Public Relations, Al aska
Housi ng Fi nance Corporation, Departnment O Revenue; Konrad
Jackson, Staff, Representative Kurt O son, Sponsor; Kevin
Brooks, Deputy Commi ssioner, Departnent of Admnistration;
Max Hensl ey, Staff, Senator Johnnie Ellis, Sponsor; Senator
Johnnie Ellis, Sponsor; Jon Sherwood, Medicaid Special
Projects, Division of Health Care Services, Departnent of
Health and Soci al Servi ces; James  Arnstrong, Staff,
Representati ve Bill Stoltze; Jerry Burnett, Deput y
Comm ssioner, Division of Treasury, Departnent of Revenue;
M chell e Rizk, Budget Director, University of Al aska; Wndy
Redman, Vice President, Statew de Prograns, University of
Al aska.
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PRESENT VI A TELECONFERENCE

Dan Fauske, CEQ Executive Director, Al aska Housing Finance
Cor poration, Departnent of Revenue; Joe Dubler, Director of
Fi nance, Al aska Housing Finance Corporation, Departnent of
Revenue; Jim Lynch, Tr easurer, University of Al aska
Foundation; Eric Whlforth, Chair, University of Al aska
Foundation Investnment Commttee; Dr. David Logan, DDS,
Al aska Dental Society.

SUMVARY
HB 296 ENERGY EFFI Cl ENCY BONDS; LOANS; FUND

CSHB 296(FIN) was REPORTED out of Conmittee with
a "do pass" recomendation and wth attached
previously published fiscal notes: FN 1(REV), FN
2(Dar).

HB 416 PRUDENT MANAGEMENT OF | NSTI TUTI ONAL FUNDS
HB 416 was REPORTED out of Conmittee with a "do
pass” reconmmendation and with attached previously
publ i shed fiscal notes: FN 1(LAW, FN 2(UA).

HB 421 PUBLI C EMPLOYEE SALARI ES

HB 421 was HEARD and HELD in Committee for
further consideration.

HB 424 G O. BONDS FOR EDUCATI ON PRQJECTS

HB 424 was REPORTED out of Conmttee wth a "do
pass” recomrendation and with attached new fi scal
note by the Departnent of Revenue.

SB 199 MEDI CAl D COVERAGE FOR DENTURES
SB 199 was REPCORTED out of Committee with a "do
pass” recomrendation and with attached new fi scal
note by the Departnent of Health and Soci al

Services and previously published fiscal note:
FN2 (DHS) .

#hb296
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HOUSE BI LL NO. 296

"An Act authorizing and relating to the issuance of
bonds by the Alaska Housing Finance Corporation

establishing the Al aska energy efficiency revolving
loan fund and relating to the fund; authorizing
muni ci palities and the State of Al aska to borrow noney
from the Al aska Housing Finance Corporation for the
purposes of the Al aska energy efficiency revolving
| oan fund; and providing for an effective date."

1:15: 27 PM

BRYAN BUTCHER, DI RECTOR, GOVERNMENT AFFAIRS AND PUBLIC
RELATI ONS, ALASKA HOUSI NG FI NANCE CORPORATI ON, DEPARTMENT
OF REVENUE, reported that HB 296 would all ow Al aska Housi ng
Finance Corporation (AHFC to establish an energy
efficiency revolving loan fund through bond sales of up to
$250 mllion. He stated that $28.3 mllion was appropriated
to the State Energy Program from the federal governnent
stimulus funds [American Recovery and Reinvestnment Act].
The state would use $18 million of the funds to |everage
the program The program was approved through the U S.
Departnment of Energy. He explained that nmunicipalities,
school districts, or state entities could take out a |ow
interest loans from AHFC to perform energy efficiency work
to public buildings, as prescribed by a nandatory energy
audit. The audit wuld be <carried out by an energy
performance contractor. The loan would be repaid by the
energy costs savings achieved through the energy efficiency
i nprovenents. He added that if the savings, as determ ned
by the audit were not achieved, the contractor would be
responsi ble for the |oan paynents. He pointed out that the
public entity would realize budget savings by increasing
energy efficiency in public buildings.

Representative Austernman asked who the contractor woul d be.
M. Butcher explained that established energy perfornmance
contractors would perform the audit and hire subcontractors
to perform the wrk. The corporation estimted that
approximately 2,500 jobs will be created.

1:19: 16 PM

Representative Gara wondered how long the |oan period was.
He expressed concern that a long |oan repaynent period
i.e., twenty years could dimnish any initial savings. M.
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But cher indicated that the loan tends to extend for shorter
periods since the anmount of |oan inprovenent noney fronted
should conpare with the energy savings realized over an
esti mated nunber of years, with the possibility of early
repaynent, if additional energy costs savings are realized.

Representative Gara asked why the bond program costs $18
mllion. M. Butcher explained that AHFC was required to
have a two percent mninum debt service reserve; five
mllion is the required mninmm for $250 million. He added
that the additional |everaged funds of $18 mllion wll
help reduce interest rates. He noted that the US
Department of Energy conplenented the program for being
sel f-sustaining ensuring the Iongevity of the program

1: 23: 08 PM

DAN FAUSKE, CEQ EXECUTIVE DI RECTOR, ALASKA HOUSI NG FI NANCE
CORPORATI QN, DEPARTMENT OF REVENUE (via teleconference),
supported M. Butcher's testinony.

Co-Chair Stoltze requested discussion on the fiscal note FN
1 (REV). M. Butcher relayed that the corporation submtted
a zero fiscal not e; no additional expenditures are
anti ci pat ed.

Representative Fairclough wondered if the state wll set
energy efficiency standards or goals. M. Butcher stated
that AHFC was developing regulations to achieve energy
ef ficiency standards statew de.

Vi ce-Chair Thomas felt that AHFC had good energy efficiency
standards for homes and hoped for simlar standards for
public buildings. M. Butcher agreed. He added that $2
mllion was set aside to work with the Al aska Energy
Authority to make their energy efficiency software
applicable to public buildings as well as residences.

1: 27: 04 PM

Representative Doogan inquired further about i nt er est
rat es.

JCE DUBLER, DI RECTOR OF FINANCE, ALASKA HOUSI NG FI NANCE
CORPORATI QN, DEPARTMENT OF REVENUE (via teleconference),
replied that the interest rate was dependent on the terns
of the loan, determ ned by the length of the payback period
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and anount borrowed. He expected the rate to be |ow based
on tax exenpt debt on rmunicipal or state buil dings.

Co- Chair Hawker opened and cl osed public testinony.

Representative Austerman inquired further on interest
rates. He wondered why the interest rates were variable.
M. Dubl er responded that the longer length of the |loan the
greater the risk. He exenplified a municipality that needs
a five year loan as opposed to a nunicipality that needs a
fifteen year loan and stated that a longer |oan requires
payi ng a hi gher return.

1:31: 15 PM

Co-Chair Hawker summarized that not all borrowers are
equal .

M. Dubl er agreed and added that not all |oans are equal as
well. He exenplified that interest on a nortgage |oan for
fifteen years is half of a percent |lower than a thirty year
| oan. It is a standard risk conponent built in to fixed-
rate debt.

Representative Fairclough wondered if the operating costs
of new technol ogies such as, a high efficiency boiler are
i mbedded into the forrmula to determ ne energy cost savings.

1: 33: 15 PM

M. Butcher answered that AHFC was still in the process of
deci ding how the programw || be adm ni st er ed.

Representative Kelly asked for nore information about how
the $18 mllion would be |everaged and how AHFC woul d
establish interest rates for specific loans. M. Dubler
expl ai ned the process. He stated that AHFC woul d eval uate
each | oan, use available funds fromthe initial $18 mllion
and set the borrower's interest rate at what the interest
rate would be if bonds had been sold. The corporation does
not intend to issue bonds until program demand i ncreases
and nore capital is needed. The corporation would not nake
a profit off the program the purpose is only to weatherize
bui | di ngs throughout the state. The interest rates would be
higher for long term debt because the bond purchasers
demand a higher interest rate for a longer term bond. He
surmsed that in the bond market AHFC woul d borrow nine to
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ten year debt to cover the eight to ten year |loans they are
financing. He concluded that the $250 nmillion is the
eventual estimated total to get the fund revolving and
continue for many years.

1: 37:19 PM

Vice-Chair Thomas noted that the Regional Educati on
Attendance Areas (REAA) in his district was struggling
financially. He wondered what they would use for collateral
and how it could realistically help them with skyrocketing
energy costs in rural areas. M. Butcher acknow edged t hat
other states do not have the challenges rural Al aska has.
He pointed out that the school adm nistrator would not have
to come up with any additional funds. The energy savings
woul d offset the |oan repaynents. Vice-Chair Thomas opi ned
that the school district would rather pass savings on to
their teachers or that energy prices would surge again and
use up the savings, requiring state assistance to repay the
| oan.

Vice-Chair Thomas MOWED to report CSHB 296(ENE) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTIQN, it was
so order ed.

CSHB 296(FIN) was REPORTED out of Conmittee with a "do
pass” recomrendation and with attached previously published
fiscal notes: FN 1(REV), FN 2(DOQT).

#hb416
HOUSE BI LL NO. 416

"An Act adopting and relating to the Uniform Prudent
Managenment of Institutional Funds Act; relating to the
investment of noney for charitable purposes by
institutions, including governnental institutions; and
relating to the University of Al aska."

1:41: 25 PM

KONRAD JACKSON, STAFF, REPRESENTATIVE KURT OLSON, SPONSOR,
stated that HB 416 would allow the State of Al aska to adopt
the Uniform Prudent Managenent of Institutional Funds Act
(UPM FA). He briefly summarized the history and events that
led to the legislation. The State adopted the Uniform
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Managenment of Institutional Funds Act (UMFA) in 1972. In
2006, UM FA was revised and up-dated to UPM FA and has been
adopted by all but six states and Puerto R co. UPM FA
brings two changes to institutional funds managenent and

endownent accounting: first, is the elimnation of the
historic dollar value as a benchmark for endowrent spendi ng
and the ampunt identified for accounting purposes as

permanently restricted net assets; secondly, clarification
of the legal classification of earnings. He continued that
UPM FA incorporates the experience gained in thirty five
years under UM FA and adoption will bring the state current
with updated fiduciary practices. He stressed that UPM FA
is default legislation; other provisions in law in donor
agreenents or governing instrunents supersede UPM FA.

Co- Chair Hawker asked what state savings accounts or
activities would be affected by the | egislation.

M. Jackson surmised that none would be affected. He
t hought that the state had governing provisions for all of
their funds. He enphasized that governing instrunents
super sedes uni form prudent managenent | anguage.

Co-Chair Hawker asked who would be affected within the
state structure.

1:46: 34 PM

M. Jackson noted that endowrents within the University of
Al aska are anong funds that woul d be affected.

Co- Chai r Hawker opened public testinony.

JIM LYNCH, TREASURER, UNI VERSITY OF ALASKA FOUNDATION (via
t el econf erence), st at ed he has been managi ng t he
University's endowents for approximately twenty five
years. He reiterated that the |legislation sets out
responsi ble practices and standards for investnent and

managemnent and provides essential gui dance for t he
adm nistration of endowents and charitable funds. He
i ndi cat ed t hat it reduces t he exposure of fund

adm nistrators to legal challenges. The state does not
offer guidance or standards to deal wth institutional
f unds. He summarized that UPM FA delineated current
practices that are used nationally.
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M. Lynch added that there were two UPM FA provisions that
were specifically applicable to the university: nanagenent
of endowrents, and the clarification that state fiduciary
rules apply to the university.

1: 51: 36 PM

M. Lynch noted support for UPMFA from non-profits such as
the Rasnmussen Foundation. M. Lynch remarked that various
state funds are all heavily regulated by the state and
woul d not be affected by the legislation. He noted UPM FA
nostly applies to non-profits, and nunicipalities.

Co- Chair Hawker surm sed that UPM FA would have a greater
i npact on the non-profit public sector. He wondered if the
| egislation would inpose new duties or additional burdens
to small organizations in the private sector. M. Lynch
felt that it would assist non-profits by clarifying their
fiduciary responsibilities. The guidelines help non-profits
manage the funds in accordance with the donor's intent.

1:55:42 PM

ERIC WOHLFORTH, CHAIR, UNIVERSITY OF ALASKA FOUNDATI ON
| N\VESTMENT COW TTEE (via teleconference), contended that
the legislation was inportant and would be consistent with
nost other states. He noted that nmany donors are out of
state and use to their own state's endownent adm nistration
rules. Additionally, many small wuniversity endownents are
governed by ol d-fashioned rules that do not permt paynent
of schol arshi ps. Those funds woul d becone available for the
paynent of scholarships with adoption of the |egislation.
Finally, he was assured by the fact that the bill was
default |egislation.

Representative Fairclough asked if UPM FA  addressed
situations where the organization would |Iike to change the
pur pose of the endowrent. M. Lynch related that the rules
require that the institution would have to ask a court for
perm ssion to change the purpose of an endowrent. However,
an expedited procedure exists for an endowrent that is
under fifteen thousand dollars and over twenty years old.
The non-profit organization nust notify the attorney
general's office as to the intent to change or to nodify
restrictions on the endowrent.

2:03:11 PM
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Co- Chair Hawker cl osed public testinony

Co-Chair Stoltze MOVED to report HB 416 out of Conmttee
wi th individual reconmendations and the acconpanying fiscal
notes. There being NO OBJECTIQON, it was so ordered.

HB 416 was REPORTED out of Commttee with a "do pass”
recomendation and wth attached previously published
fiscal notes: FN 1(LAW, FN 2(UA)

#hb421
HOUSE BI LL NO. 421

"An Act relating to the conpensation of certain public
officials, officers, and enployees not covered by
col l ective bargai ning agreenents; and providing for an
effective date."

2:05:16 PM

KEVI N BROCKS, DEPUTY COW SSI ONER, DEPARTMENT OF
ADM NI STRATI ON, reported that negotiations had concluded
resulting in voluntary agreenents between the state and the
five unions that represent state enployees. He noted that
HB 421 provided a simlar wage increase for non-covered
enpl oyees in the executive, legislative, and judicial
br anches.

He summarized the contents of the legislation by section

Section 1, of the bill represents a two percent increase to
the FY 2010 salary schedule to begin in FYll. Sections 2
and 3, of the bill provide for simlar increases in FY12

and 13. Section 4, addresses a simlar wage increase for
enpl oyees of the executive branch. Section 5, provides for
a conparable two percent increase for enployees of the
court system He pointed out that the executive and
judicial branches do not use the legislature's wage range
classification. Section 6, clarified that the University of
Al aska enployee's wage increases are determned by the
Board of Regents. Section 7, provides for an effective date
of July 1, 2010.

Co-Chair Stoltze announced that the wage increase does not
apply to elected officials. M. Brooks affirned.
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Representative Austerman asked for clarification of the
wage increase. M. Brooks restated that the wage increase
was two percent for FY 2011, FY 2012, and FY 2013.

2:08:43 PM

Co- Chair Hawker questioned the wage increase when the state
econony is struggling and wth record-high unenploynent
rates. M. Brooks replied that the departnment was aware of
the economc climte and the issues were prevalent in
di scussions with the |abor unions. The contracts reached
with unions were relatively nodest conpared with contracts
in past years. He argued for parity for simlarly situated
state enpl oyees not covered by unions.

Co- Chai r Hawker appreciated acknow edgenent of the dil enma.
He believed the court system enployee's conpensation was
relatively low. He wondered if it was possible to approve
the fiscal note for the court system but not for the
executive and | egi sl ative branches.

2:12: 03 PM

M. Brooks expressed uncertainty regarding the procedure to
make the change.

Co- Chai r Hawker wondered what woul d happen if the conmttee
passed out the bill but zeroed out the fiscal notes for the
executive and | egislative branches. M. Brooks thought that
the nmoney would have to be taken from other sources of
funding in the executive and |egislative budgets. The bil
woul d authorize the expenditure for all three branches of
gover nnent .

Representative Kelly asked what the rate of inflation was
estimated to be in the next three years. M. Brooks
reported that the departnent did not attenpt to project the
consuner price index (CPlI) in relation to the wage
i ncreases.

Representative Fairclough cited page 37, Article 12 of the
Al aska Constitution that addresses the nerit system She
asked if the wage increases in HB 421 were based on the
merit system as described in the constitution. M. Brooks
believed that it was consistent with Article 12. However
the wage increases were nostly associated with cost-of-
living adjustnents.
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Representative Fairclough opined that it was difficult to
award nerit pay to outstanding enployees through the
established system M. Brooks thought that the state's pay
system was consistent with the nerit principals set forth
in the constitution.

2:16:35 PM

Representative Fairclough hypothesized the situation of a
zero-based budget wthout increases and asked if an
adm nistrator had the flexibility to change an enpl oyee's
pay within the existing structure by changing steps or
ranges. M. Brooks stressed that it was inportant to
di stingui sh between statutory enployees and those covered
under collective bargaining agreenents [unionized]. He
affirmed t hat t he rate of pay can be changed
adm nistratively through individual job reclassifications.

Representative Gara relayed that the average rate of
inflation over the last three years was 2.7 percent. He
believed that a "nmeager” two percent wage increase fails to
keep up with the cost of living. He was supportive of the
i ncrease and wi shed it was hi gher.

Representative Austerman asked when the last salary
increase was. M. Brooks answered that the previous three
fiscal years had increases of five and one half percent the
first year and three percent the following two years.
Representative Austernman asked if the inflation rate was
2.7 percent over the last three years. M. Brooks affirned.

2:20:27 PM

Co- Chair Hawker pointed to Section 6 of the bill and
inquired about the absence of a fiscal note for the
University of Al aska. M. Brooks answered that the

University of Alaska was not included in HB 421. Co-Chair
Hawker wondered why the Section exists. M. Brooks supposed
it was a clarifying section. He inplied that it could be
renoved.

Co-Chair Hawker wondered if the rules that determ ne how
the legislative branch sets the range increnents are
referenced in the legislation. M. Brooks related that the
| egislative staff pay rules are covered under the reference
to Title 24 on page 1, line 9 of the bill.
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HB 421 was HEARD and HELD in Commttee for further
consi derati on.

#sb199
SENATE BI LL NO 199

"An Act providing for a two-year funding cycle for
medi cal assi stance coverage for dentures.”

2:24:31 PM
2:24:55 PM AT EASE
2:29:50 PM RECONVENED

SENATOR JOHNNIE  ELLI S, SPONSOR, expl ai ned that t he
| egislation would allow clients covered under the Medicaid
Adult Preventative Dental program (APD) to get a conplete
set of wupper and |ower dentures in sanme fiscal year. He
remarked that this would allow the client to "chew their
food." The plan to divide the denture benefit into two
fiscal years was adopted as a cost savings neasure. He
shared a personal story of a constituent's experience
needi ng dentures under adult dental Medicaid that spurred
his involvenment with the legislation. He relayed that the
constituent was distraught and contenplating suicide
because he could not eat or speak clearly wthout teeth.
Acquiring half a set of dentures was usel ess and prol onged
his msery for an entire year. He believed that there wl
be a cost savings to the programw th the | egislation.

2:33:17 PM

Representative Foster wondered what the intent of the
original legislation was; to divide the denture benefit
into two fiscal years. Senator Ellis restated that it was a
cost containnent neasure intended to divide the benefit
over fiscal years. He felt that overall the program was
"great” and well intended but this aspect was not properly
considered. He believed that this type of situation created
public skepticism toward governnent and could be easily
remedied to restore credibility.

DR DAVID LOGAN, DDS, DENTIST, ALASKA DENTAL SOCI ETY (via

tel econference), testified in favor of the legislation. He
indicated that the program benefits all parties involved.
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The patient's dignity and quality of health would be
restored. The dentist would deliver the denture service
nore effectively by performng the sanme procedures for a
set of dentures once, rather than individually; that also
reduces patient travel expenses for multiple visits from
rural areas. The efficiency would create cost savings to
the state. There would also be a preventative benefit by
the renoval of diseased and abscessed teeth before
infection sets in and requires additional dental and
expensive(i.e. enmergency room visits) nmedical services;
creating additional cost savings.

Co- Chair Hawker cited the fiscal note for the Departnent of
Health and Social Services, FN2 (DHSS), in the anount of
$935 thousand for FY 2011. He noted that the expenditure
decreases to $467.5 thousand in FY 2012 and is zero for the
subsequent years. He wondered if the program has a sunset
provi sion and asked for an explanation of the fiscal note.

JON SHERWOOD, WMEDI CAI D SPECI AL PRQJECTS, DIVISION OF HEALTH
CARE SERVI CES, DEPARTMENT OF HEALTH AND SOCI AL SERVI CES,
answered that the sunset on the Adult Preventive Dental

program had been elimnated. He furthered that the fisca

not e reflects an initial anti ci pat ed i ncrease in
expendi tures as APD provides both upper and |ower dentures
in the sanme fiscal year for the first two years. There will

be patients receiving their second year denture along with
new patients entitled to both dentures in the sane fisca

year. The departnment feels that by the third year the
program wi | | have caught up with the initial inpacts of the
expanded benefit.

2:43:11 PM

Co- Chair Hawker asked if the demand for the APD program was
expected to decline. M. Sherwood replied that the fisca

note does not assune a decrease in the out years. Co-Chair
Hawker recalled that in the early years of the APD program
costs were overestimated. Co-Chair Hawker wondered if the
sane situation applied to the fiscal note. M. Sherwood
explained that fiscal notes reflect the departnment's best
reasonabl e estimate of costs.

Representative Austerman asked what the original estimte

of the programis cost was. M. Sherwood guessed that it was
approximately $10 mllion.
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Co- Chair Hawker renenbered that the original APD bil
placed a limt on the aggregate amount of funds avail able
for the program in a year. The aggregate cap was renoved
from the program when the sunset was elimnated. The
utilization of the program was under anticipated costs at
approximately $7.5 mllion, half of the amount was federa
funds and half was general funds.

Representative Austerman asked how nmuch noney is currently
appropriated for the APD program excluding the fiscal note.
M. Sherwood did not know He wanted to clarify that the
APD program i ncl uded many ot her services besi des dentures.

2:48: 54 PM

Co-Chair Hawker reported that the FY 2009 actual expense
level was $5.9 million, and the FY 2010 total appropriation
was $7.3 mllion. The FY 2008 governors request was $8.1
mllion.

Representative Austerman felt that the departnent should
know the anount currently appropriated in the budget for
the program Co-Chair Hawker agreed that the fiscal note
request appeared specul ati ve.

M. Sherwood explained that the benefit is relatively new
and the fiscal note amount was based on a best estinate of
the legislations inpact regardless of the base anount
appropri at ed.

Representative Gara observed that out of the $935 thousand
fiscal note (FN 2 (DHS)) expenditure, $626.5 thousand are
federal funds and $308.6 thousand are general funds. He
discerned that the "upfront” additional cost for both
dentures this year neans the expenditures will be that nuch
| ess next year. He felt that over the long term the sane
anount of noney wll be spent and the fiscal note was
m sleading; it only appears there will be extra costs. He
deduced that the initial costs will be leveled out to a
zero dollar increment over the long term He surm sed that
t he departnent should request additional funds for services
provided this year but request |ess for next year.

2:53:46 PM

House Fi nance Committee 14 04/ 11/10 1:13 P. M



Representative Kelly comented that he agreed with Rep.
Gara that the increnent "washes out" over tinme and supports
t he | egislation.

Co- Chair Hawker shared that he authored the initial APD
bill because the only dental Medicaid services avail able
for adults was for a crisis situation which the patient had
to experience infection or acute pain. He felt that was a
"barbaric" system

Representative Fairclough asked about differences of sixty
percent and fifty seven percent in the federal match rate
between FY 2011 and FY 2012 depicted on the fiscal note
M. Sherwood explained that the decline in the federal
match rate in FY 2012 is due to the phasing out of the
stimul us funds.

Vi ce-Chair Thonms asked about the annual denture benefit
limt in terns of |ost dentures.

2:58:33 PM

M. Sherwood answered that there is a dollar [imt on the
anount of annual dental benefit, if replacenent dentures
exceeds the |imt a patient would have to wait until the

second year. The annual nonetary limt is only enough for
an upper or |ower denture.

Co- Chair Hawker directed attention to the fiscal note, FN 1
(DHS) that was zeroed out in Senate Finance. He noted that
the fiscal note had requested a personal services
expenditure of $183.3 thousand for two full tine enployees.
He cited a new fiscal note, from the departnent in the
amount of $147.9 thousand dollars for one enployee for one
year. He asked for an explanation of the request. M.
Sherwood indicated that originally the departnent thought
that the clainms processing system could not handle a two
year spending |imt and that clains would be processed
manual | y. Subsequently, the departnment was able to conme up
with a programm ng solution. The new fiscal note reflects a
request for $50 thousand to enhance the existing clains
processi ng system or the new systemthat is currently being
devel oped. The remaining anmount is for one person to track
and process authorizations wuntil the new system can
accommopdat e automated processing. The person will not be
hired if the automated systemis worKking.
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Co- Chair Hawker asked if the position should be classified
as tenporary on the fiscal note. M. Sherwood affirned.

Co- Chair Hawker noted that the new fiscal note wll becone
nunber four when published and adjusted to reflect the
position as tenporary.

Representative Fairclough informed the <conmttee that
dental issues contribute to the suicide rate in the state
and she will support the bill.

Co-Chair Hawker MOWED to report SB 199 out of Commttee
wi th individual reconmendations and the acconpanying fiscal
notes. There being NO OBJECTIQON, it was so ordered.

SB 199 was REPCRTED out of Committee with a "do pass”
recomrendation and with attached new fiscal note by the
Department of Health and Social Services and previously
publ i shed fiscal note: FN2 (DHS).

3:08:34 PM AT EASE
6: 25:56 PM RECONVENED
#hb424

HOUSE BI LL NO. 424

"An Act providing for and relating to the issuance of
general obligation bonds in a principal anmount of not
nore than $1,000,000 for the purpose of paying the
cost of education projects for public schools and the
University of Alaska; and providing for an effective
date."

6:26: 02 PM

Co-Chair Hawker MOVED to ADOPT CS HB 424(FIN) Work Draft
26- LS1649\ P as a worki ng docunent before the commttee.

Co-Chair Stoltze OBJECTED for discussion.
JAVES ARMSTRONG STAFF, REPRESENTATI VE BILL STOLTZE,

explained the CS. He stated that HB 424 is a request for a
$384.2 mllion general fund bond authority and if adopted
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would be sent to voters for the Novenber 2010 general
el ection.

M. Arnstrong presented a brief summary of the |egislation
by secti on:

e Section 1, specifies the anount of the bond.

» Section 2, contains the education project fund. He
added that is the standard | anguage for bond bills.

e Section 3, relates to the Munt Edgeconbe Hi gh
School aquatic facility in Sitka and the State
Li brary Archives and Museum facility in Juneau that
will be bonded in the anmbunt of $20 million for each
project ($40 million total).

» Section 4, identifies three school replacenents and
renovations in western Alaska for a total of $128.5
mllion.

Co Chair Stoltze interjected that these three schools are
referred to as the Kasayulie Schools in reference to the
| awsuit and eventual judgnent that lead to changes in rural
school fundi ng.

M. Arnmstrong continued the sectional presentation wth:

e Section 5 identifies the University of Alaska's
Vall ey Center for Art and Learning on the Matanuska
Susitna (Mat-Su) Canpus, the Community Arena and
Athletic Center in Anchorage, the Life Science
Cl assroom in Fairbanks, two projects for the Kena
Campus's student housing and Career and Technical
Education Center and the Prince WIIliam Sound
Community College canpus renovation and renewal.
Total $161.8 nillion.

» Section 6 identifies the Departnment of Fish and
Gane's Near Island Research facility {$20 mllion)
i n Kodi ak.

e Section 7 nanes the Departnent of Conmmer ce,
Community and Econom c Devel opnment grants for a
total of $33.9 mllion. He noted the Ilist of
projects begin on page 4, of the legislation. The
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first seven projects are for library construction in
Anchorage, Cordova, Kenai, Mat-Su, North Sl ope,
Pet er sbur g, and Seward. The eighth and ninth
projects are |ocated on Prince of Wales Island for a
vocational education center in Kl awck and the
Nor t hwest Magnate School and Kotzebue Hi gh School in
t he Northwest Arctic Borough

e Section 8 appropriates the cost of issuing the bond
per the Department of Revenue; total $4, 610.400.

6:30:14 PM

M. Arnmstrong noted that the bonds were eligible under the
Build America Bond Act as part of the federal stinulus
program (ARRA); the bonds would need to be sold before
Decenber 31, 2010. Upon voter approval the federa
governnent will pay thirty five percent of the interest
over the twenty year life of the bond.

JERRY BURNETT, DEPUTY COWM SSI ONER, DI VISION OF TREASURY,
DEPARTMENT COF REVENUE, clarified that the program was
ext ended t hrough Decenber 2011.

Representati ve Doogan asked if the identified projects were
pieces of projects rather than whole projects. M.
Arnmstrong replied that only two University of Al aska
projects (projects two and three) were funded in portions,
their balance wll be included in the capital budget as
general funds. In the event the bonds are not adopted by
voters the two projects would nove forward with previously
appropriated cash on hand; $25 million for an arena on the
Anchorage Canpus and $38 nmillion for a |ife sciences center
for the Fairbanks canpus.

Co-Chair Stoltze interjected that $20 mllion of the
exi sting funds are conprised of University revenue bonds.

6: 34: 07 PM

Co- Chai r Hawker announced that not all of the bond projects
in HB 424 are for entirely new facilities. Many of the
projects such as the Northwest Magnet School and |ibrary
projects are for renovations, i mprovenents, et c. He
cautioned agai nst creating public m sperceptions.
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M. Arnstrong nentioned that the library projects on page 4
were currently included in the Senate's version of the
capitol budget and if approved as part of the bond package,
it was the intent of the chair to renove themin the House
ver si on.

Representati ve Doogan asked for nore information about the
Near Island Research Facility listed in Section 6.
Representative Austerman explained that it will be |ocated
in Kodiak next to the National OCceanic and Atnospheric
Association (NOAA) and the University's Fishery and

Technology Center buildings. The facility wll house
Department of Fish and Gane offices, research, and
educational facilities.

6:38:14 PM

Representative Gara cited the university projects on page
3, line 8, and asked what the regent priorities were. Co-
Chair Stoltze stated that projects nunmber 2 (Conmunity
arena and athletic center) and 3 (Life Science C assroom
and | aboratory building) were regents priorities. The other
proj ects have been on the regents lists in the past.

M. Arnstrong pointed out that all of the ten previous bond
propositions put forward to voters since statehood had been
approved.

Representative Foster underscored the inportance  of
resolving the Kasayulie case and contended that the three
school projects were a positive step. He reported that the
Al akanuk School was two hundred and twenty percent over
capacity.

Co-Chair Hawker relayed that the three school projects in
HB 424 were the three top schools by ranking on the school
construction list prepared by the Departnment of Education
and Early Devel opment. M. Arnstrong affirnmed.

Representative Gara asked if any projects in HB 424 are
included in the Senate version of the capital budget bill.

6:41: 36 PM

M. Arnmstrong listed the seven library projects on page 4,
lines 1-12, that are in the Senate version of the capita
budget: Loussac Library, Anchorage; Cordova Center and
Li brary Cordova; Community Library expansion Kenai ;
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Sutton Community Library and Resource Center, Matanuska-
Susitna ; Tuzzy Library expansion, North Slope; Public
Li brary, Petersburg; Community library , Seward.

Co-Chair Stoltze closed public testinony.
M. Arnstrong cited that the Departnent of Revenue's fisca

note acconpanying the legislation depicts the sum of
$29,095,000 in expenditures for the out years FY 2012

t hrough FY 2016. The anmpbunt will be decreased in a revised
fiscal note to $28, 773, 000.
6:46: 08 PM

Representative Doogan asked if the intent was to find
conplete funding for the two projects that would only be
partially funded by the general obligations bonds, before
the end of session. Co-Chair Stoltze affirned.

Representative Gara requested to hear from the university
regarding the wuniversity projects. He wondered if the
university was in support of the |ist.

6:49: 34 PM

VEENDY REDVAN, VI CE PRESI DENT, STATEW DE PROGRAMS,
UNI VERSI TY OF ALASKA, responded that the university
supported the projects. She noted that the Life Sciences
facility in Fairbanks was the mjor priority for the
university this year. The other projects were on canpus
priority |ists.

Representative Gara inquired about the university's
priority for funding for engineering buildings. M. Redman
replied that the wuniversity requested $10 mllion for

pl anning engineering facilities for the Anchorage and
Fai r banks canpuses. She reported that the request was not
included in the governor's budget. They were considered the
nost inportant projects that the university wanted to nove
forward after the VLife Sciences building. The Senate
included $5 million in the capital budget for the Anchorage
engi neering facility and nothing for Fairbanks.

Co-Chair Stoltze suspected that all the bond projects were
on the regents' |ist at sonme point.

6:53:14 PM
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Representative Gara voiced frustrations with the shortage
of university housing in Anchorage. He felt that nore
housing at the main canpuses of Anchorage, Fairbanks, and
Juneau woul d create a vibrant, statewi de university system
Ms. Redman reported that the university created a commttee
to work on housing in collaboration with AHFC to facilitate
the project and to expect a plan to conme before the
| egislature in the near future.

Representative Fairclough reported that she had two boys at
the University of Alaska in Fairbanks, in order to avoid
any conflicts of interest.

Representative Gara inquired if the $20 mllion Departnent
of Fish and Gane Near Island facility was a state priority.
Representati ve Austerman explained that the project was the
top priority on the capital inprovenent list for the Cty
and Borough of Kodi ak.

Representative Gara wondered if it was a priority for the
Department of Fish and Gane. Representative Austernman was
not certain.

6:58:51 PM

Representative Fairclough spoke in support of the "Build
America Bond" projects. She comrented that projects had to
be chosen that nmet the requirenents of the program She
voi ced that she supported the legislation and liked the
concept of the thirty five percent interest payback. She
believed the package helped the state save nobney on these
proj ects.

Representative Sal non wondered if the bond package anount
was going to grow. Co-Chair Stoltze stated that he did not
think the anmpbunt could grow. He felt that there was a limt
to the debt threshold the voters would approve. He stated
that the legislature would act responsibly and | everage the
avai |l abl e federal nobney over a fair geographical balance in
the state according to the constraints of the bond program

Representative Gara thought that there has been a |ot of
criticismof the federal governnent within the state but a
readi ness to accept federal funds. He pointed out that the
bill was an exanple of sonething the President has done
that was getting people back to work.

7:02: 28 PM
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Co-Chair Hawker MOVED to report CSHB 424(FIN) out of
Committee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

CSHB 424(FIN) was REPORTED out of Conmittee with a "do
pass"” recommendation and with attached new fiscal note by
t he Departnent of Revenue.

#
ADJ OURNVENT

The neeting was adjourned at 7:04 PM
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