HOUSE FI NANCE COVM TTEE
April 16, 2010
10: 47 a. m

10: 47: 26 AM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmmittee neeting
to order at 10:47 a.m

VEMBERS PRESENT

Representative M ke Hawker, Co-Chair
Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Vice-Chair
Representative Allan Austerman
Representative M ke Doogan
Representati ve Anna Faircl ough
Representati ve Neal Foster
Representative Les Gara
Represent ati ve Reggi e Joul e
Representative M ke Kelly
Representati ve Wodi e Sal non

VEMBERS ABSENT

None.

ALSO PRESENT

Senator Kevin Meyer; Senator Bill Welechowski; Senator
Johnny Ellis; Senator Donny O son; Representative Nancy
Dahl strom Representative Lindsey Holnmes; Representative
Bob Buch; Representative John Harris; Representative M ke
Chenaul t; Janes Arnstrong, Staff, Co-Chair Stoltze; Robert
Carpenter, Fiscal Analyst, Legislative Finance D vision,
Legi sl ative Affairs Agency; Roger Mar ks, Pet r ol eum
Econom st, Legislative Budget and Audit Comittee; Pat
Gl vin, Comm ssi oner, Depart ment of Revenue; M chael
Hurley, Director, Governnment Affairs, ConocoPhillips; Josh
Appl ebee, Staff, Senator Kevin Meyer; Senator Charlie
Huggi ns, Sponsor; Sharon Long, Staff, Senator Charlie
Huggins; Senator Charlie Huggins, Sponsor; Josh Tenpel,
Staff, Senat or Charlie Huggins; Jenni fer Strickler,
Operations Manager, Division of COccupational Licensing,
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Depart ment of Commerce, Community and Econom c Devel opnent;
Ben Mulligan, Staff, House Finance Conmmttee; Sharon Kelly,
Staff, Representative Mke Chenault; D ane  Barrans,
Executive Director, Postsecondary Education Comm ssion,
Departnent of Education; Tim Lankin, Staff, Senator Gary
St evens; Larry Ledoux, Comm ssi oner, Depar t ment of
Education and Early Developnment; Chris WIson, Juneau;
Senator Donald O son, Sponsor; David Gey, Staff, Senator
Lyman Hof fman; Janes Arnstrong, Staff, Co-Chair Stoltze;
Senator Bill Wilechowski, Sponsor; M ke Pow owski, Staff,
Senator Lesil MQiire; Mary Siroky, Special Assistant to
t he Conm ssioner, Department of Transportation and Public
Facilities; Representative Mark Neuman; Charles Swanton,
Director, Division of Sport Fish, Departnment of Fish and
Game; Tim Lankin, Staff, Senator Gary Stevens; D ane
Bar r ans, Executive Director, Post secondary Educati on
Comm ssi on, Depar t ment of Educat i on; Senat or Thomas
Wagoner; Pat Galvin, Conm ssioner, Departnent of Revenue;
Peter Eckland, Staff, Representative Bill Thomas; Kaci
Schroeder, Staff, Representative Bill Thomas; Chris Poag,
Assi st ant At t or ney Ceneral , Commercial / Fair Busi ness
Section, Departnent of Law

PRESENT VI A TELECONFERENCE

Shirley Gfford, Al cohol Beverage Control (ABC) Board; Dr.
David Logan, Al aska Dental Society; Fernando Pena, Cash
Anerica; Al ex Vaughn, Cash Anerica; Andree MlLeod.

SUMVARY

SB 32 MEDI CAl D: HOVE/ COVWMUNI TY BASED SERVI CES
CSSB 32(FIN) was SCHEDULED but not HEARD.

SB 139 | NCENTI VES FOR CERTAI N MEDI CAL PROVI DERS

CSSB 139(FIN) was SCHEDULED but not HEARD.
SB 174 SCHOLARSHI PS:  AK SCHOLARS/ GRANTS/ EXCHANGE

CSSB 174(FIN) was SCHEDULED but not HEARD.
SB 220 ENERGY EFFI Cl ENCY/ ALTERNATI VE ENERGY

HCSCSSB 220(FIN) was REPORTED out of Committee
with a "do pass" recommendation and with attached
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SB

SB

SB

SB

SB

SB

SB

221

230

234

237

258

292

294

new fiscal inpact note by the Departnent of
Revenue, new zero note by the Departnent of
Transportation and Publ i c Facilities, and
previously published fiscal notes: FN3 (DEC), FN
6 (DHS), FN7 (CED), FN8 (CED, FN9 (REV), and FNI11

(ADM .
LEG S. TASK FORCE ON H GHER ED/ CAREERS

HCSCSSB 221(FIN) was REPORTED out of Conmittee
with “no recommendation” and two new attached
fiscal inpact note by the Departnment of Education
and Early Developnment and one new fiscal inpact
note by the Legislative Affairs Agency.

BUDCET: CAPI TAL, SUPP. & OTHER APPROPS

CSSB 230(FIN) was HEARD and HELD in Commttee for
further consideration.

ALCOHOLI C BEVERAGE CONTROL BD

HCS CSSB 234(L&C) was REPORTED out of Committee
with a "do pass" reconmendation and with attached
new fiscal note by the Departnent of Public
Safety.

SCHOOL CONSTRUCTI ON DEBT REI MBURSEMENT

CSSB 237(FIN) was SCHEDULED but not HEARD.

DENTAL CARE | NSURANCE/ PREFERRED PROVI DERS

CSSB 258(L&C) was REPORTED out of Commttee wth
a "do pass" recommendation and wth previously
attached fiscal note: FN1 (DEC).

PAVNBROKERS

HCS CSSB 292(FIN) was REPORTED out of Committee
with “no recomnmendation” and attached previously

publ i shed fiscal note: FN1 (CED).

SPORT FI SH GUI DE LI CENSES
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HCS CSSB 294(FIN) was REPORTED out of Committee
with “no recommendati on” and attached new fi scal
note by the Departnent of Fish and Gane.

SB 305 SEPARATE O L & GAS PRODUCTI ON TAX

HCS CSSB 305(FIN) was REPORTED out of Committee
with “no recommendati on” and attached new fi scal
i npact note by the Departnent of Revenue.

SB 309 GAS EXPLORATI ON\ DEVELOPMENT TAX CREDI T

HCS CSSB 309(FIN) was REPORTED out of Committee
with “no recommendation” and attached new
indeterminate note by the Departnment of Revenue
and previously published fiscal note: FN2 (DNR).

SB 312 VESSEL PASSENGER TAX

HCS CSSB 312(FIN) was REPORTED out of Committee
with “no recommendation” and attached new fiscal
inpact note by the Departnment of Revenue and
previ ously published fiscal note: FN2 (CED).

SIR 21 CONST. AM | NCREASE NUMBER OF LEG SLATCRS

SJR 21 was REPORTED out of Conmittee with “no
recommendation” and attached new fiscal inpact
note by the Ofice of the Governor and new
indeterminate note by the Legislative Affairs
Agency.

#sb230
CS FOR SENATE BILL NO. 230(FIN)

"An Act making and anmending appropriations, including
capital appropriations, supplenental appropriations,
and other appropriations; naking appropriations to
capitalize funds; and providing for an effective
date."

10: 47: 34 AM

Vice-Chair Thomas MOWED to ADOPT the work draft of the
Commttee Substitute (CS) SB 230, 26- GS52824\ T, Kane,
4/ 16/ 10 as a wor ki ng docunent .
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Co-Chair Stoltze OBJECTED for discussion

JAMES ARMSTRONG, STAFF, CO CHAIR STOLTZE, stated that over
the last 4 years, the Alaska Legislature's Capital Budget
Subm ssion and Information System (CAPSIS) had undergone
upgrades. However, an existing technical glitch in the
program had caused redundant information to be transmtted
between the two bodies. The error had affected 8 different
projects, which would need to be corrected.

ROBERT CARPENTER, FI SCAL  ANALYST, LEG SLATI VE  FI NANCE
DI VI SI ON, LEG SLATI VE AFFAIRS  AGENCY, confirmed M.
Arnstrong' s testinony.

M. Arnstrong pointed out to the conmittee that the first
maj or change to the bill could be found in Section 10. The
grants discussed in section 10 now refer only to
muni capalities. A new Section 13 covers the other naned
reci pients. The effective date for Section 10 was April 19,
2010. The effective date for Section 13 was July 1, 2010
He assured the commttee that each office affected by the
technical errors would be infornmed i medi ately.

10: 52: 40 AM

Representative Gara inquired of the total additions and
deletions reflected in the newest version of the bill. M.
Arnstrong responded that $6 mllion had been taken from
governor's mansion refurbishnent request. Approxinmately

$148,557,000 in general fund requests were renoved and
$21, 620,000 in other funds. He added that the nunbers would
change when the 8 project errors were rectified. He shared
that the figures could be found on the Legislative Finance
websi te.

Representative Gara expressed interested in funding for
Medicare clinics, reportedly found in the |latest version of
the bill. M. Arnstrong replied that the project could be
found in Section 13.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTION, Commttee Substitute 26-GS2824\T, Kane
4/ 16/ 10 was ADOPTED as a wor ki ng docunent.

M. Arnstrong reconmended that any questions or suggestions
concerning the legislation be submtted to himvia email.
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CSSB 230(FIN) was set aside until after the recess.

10: 55: 42 AM RECESSED
2:08: 48 PM RECONVENED
2:08: 55 PM

#sb305

CS FOR SENATE BILL NO. 305(FIN)(title am

"An Act providing that the tax rate applicable to the
production of oil as the average production tax val ue
of oil, gas produced in the Cook Inlet sedinmentary
basin, and gas produced outside of the Cook Inlet
sedinmentary basin and used in the state increases
above $30 shall be 0.4 percent nultiplied by the
nunber that represents the difference between that
average nonthly production tax value and $30, or the
sum of 25 percent and the product of 0.1 percent
mul tiplied by the nunber t hat represents t he
di fference between that average nonthly production tax
value and $92. 50, except that the total rate
determined in the calculation my not exceed 50
percent; providing for an increase in the rate of tax
on the production of gas as the average production tax
val ue on a BTU equi val ent barrel basis of gas produced
outside of the Cook Inlet sedinentary basin and not
used in the state increases above $30; relating to
paynents of the oil and gas production tax; relating
to availability of a portion of the noney received
from the tax on oil and gas production for
appropriation to the comrunity revenue sharing fund;
relating to the allocation of |ease expenditures and
adjustnents to |ease expenditures; and providing for
an effective date."

2:09:30 PM

Co-Chair Hawker related that an accord had been set wth
the Depart nent of Revenue concerning the technical
conpet ency of the |egislation.

Vi ce-Chair Thomas MOVED to ADOPT the work draft for HCS for
CSSB 305 26-LS-1577\U, Bullock, 4/15/10 as a working
docunent .

Co- Chair Hawker OBJECTED for discussion.

House Fi nance Conmmittee 6 04/ 16/ 10 10:47 A M



ROGER MARKS, PETROLEUM ECONOM ST, LEGQ SLATIVE BUDGET AND
AUDI T COW TTEE, detailed that the changes from Version "K'
to Version "U were the result of requests from the
adm nistration. He cited the technical anendnents adopted
in Version "U' (copy on file).

PAT GALVIN, COW SSI ONER, DEPARTMENT OF REVENUE, clarified
that technical problens had been identified in Version "K'
and subsequently amended in Version "U'. He expressed
interest in exam ning the current version for any necessary
t echni cal changes.

2:17: 33 PM

M. Marks stated that he would be conparing Version "K"
with Version "U', while highlighting the changes. He
referred to, "List of Technical Amendnments to HCS CS SB 305
Adopted in Version "U'", Prepared by Representative
Hawkers' O fice (copy on file).

2:20: 02 PM

Representative Kelly queried the renoval of the |anguage
"from each |ease or property”, from Page 15, line 10.
Comm ssioner @lvin replied that the phrase had been
removed to for clarity.

M. Marks relayed that next change was in Section 8, which
stated that | ease expenditures occurring prior to
commerci al production, or during exploration, could be off-
set against incone within specific areas.

Representati ve Doogan requested clarification as to which
version of the bill was being discussed. M. Marks replied
that the latest version of the bill was the "U' Version,
and that the discussion concerned the changes form Version
"K' to Version "U'. Co-Chair Hawker added that Section 8
was physically located in the same place in the "U
version, but the |anguage had been changed from Version
"K',

M. Marks reiterated that the new Section 8 | anguage stated
that expenditures incurred within an area, could only be
used in that area. The departnent preferred the word
"commercial " over "sust ai ned", because "comer ci al
production” was a defined term
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2:23:38 PM

Co-Chair Hawker asked M. Mirks and Comm ssioner Galvin if
they supported the version changes. Both replied in the
affirmati ve.

Co- Chair Hawker W THDREW hi s OBJECTI ON

The work draft for HCS for CSSB 305 26-LS-1577\U, Bull ock,
4/ 15/ 10 was ADOPTED as a wor ki ng docunent .

Co- Chair Hawker W THDREW Anendnent 1 (Hawker).(copy on
file).

Co- Chair Hawker MOVED to ADOPT Anmendnent 2 (Hawker):
Page 8, line 20
Del ete "land , |ease,"”
Insert "land or |ease or"
Page 9, line 19 follow ng "property”
Insert "in the state"
Page 11, line 25
Del ete "l and, |ease,"”
Insert "land or |ease or"
Page 12, line 9
Del ete "l and, |ease,"”
Insert "land or |ease or"
Page 12, line 21
Del ete "l and, |ease,"”
Insert "land or |ease or"

Page 13, line 2
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Del ete "l and, |ease,"”

Insert "land or |ease or"
Page 16, line 13

Del ete "Sections 2 - 4"

| nsert "Sections 2 - 5"

Co-Chair Stoltze OBJECTED for discussion

Comm ssioner @Glvin pointed out to the comittee the
| anguage changes in the bill. The word "l ease or "property"
were defined terns. The purpose of the |anguage change was
to distinguish the land fromthe | ease or property.

Co-Chair Hawker «clarified that the |anguage i ncluded
everything in the anmendnent, except Lines 5 and 6, and Line
24 through 26

Comm ssioner Galvin stated that the anendnent woul d provide
consi stency between bill sections. The last l|lines of the
amendnent ensured that the departnent's directive to adopt
regul ati on was nmade retroactive.

Co- Chair Hawker asked if the sponsor was confortable wth
Amendrent 2. M. Marks replied yes.

Comm ssioner Galvin said that the amendnent fulfilled the
techni cal concerns raised by the departnent.

Co-Chair Stoltze WTHDREW hi s OBJECTI ON to Anendnent 2.
There being no further OBJECTI ON, Anmendnent 2 was ADOPTED
Co-Chair Hawker asked if the anendnents were sufficient to

the departnent. Conm ssioner @Glvin replied yes, for the
nonent .

2:29:27 PM

Representati ve Gara attenpted to sumari ze hi s
understanding of the bill. Until gas was exported, Al aska's
Clear and Equitable Share (ACES) renained unchanged, a 25
percent production tax on oil, and the equivalent of a 25
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percent production tax on gas, wth progressivity, under
the agreed upon terns. Producers received a benefit if they
turned gas fields for production into a pipeline, and gas
costs could be deducted from the oil taxes. He understood
that the policy conversation about decoupling would happen
at a future date. M. Marks concurred.

Co- Chair Hawker asked about the intent of the |egislation

Comm ssioner @Galvin concurred with Representative Gara's
assessnent of the bill. Co-Chair Hawker rem nded the
conmmttee that the mssion was to take a bill that
acconplished the tasks recomended to the House Floor,
where the policy call would be nmade by the entire body. He
added that it was the sponsor's belief that the dilutive
effect of the current statutory construct would cause an
i medi ate decrease in tax revenues the mnute gas was
pr oduced. The sponsor predicated that the issue was
urgent. He requested an evaluation and policy discussion by
t he Departnent of Revenue concerning the issue.

2:33:18 PM

Comm ssioner @Glvin introduced the PowerPoint presentation
"Comments On HCS CSSB 305 (FIN) Ver.U' (copy on file).
Slide 2 details the three major concerns to the departnent
regarding the bill:

e Decoupling is not necessary at this tinmne.
= SB 305 could be passed at anytine in the next 10
years, and the result would be the sane.

« SB 305 "locks-in" a lower gas production tax
obl i gati on
= Wuld reduce the state's negotiating flexibility
in the com ng years
o W could always lower the gas tax after
"l ock-in", but we mght not be able to raise
it

 SB 305 is a significant overall tax increase
= |t sends the Producers and the rest of the world
the wong nmessage about Alaska's interest in
pronoti ng a gasline project

Representative Gara understood that the legislation would

| oner the gas tax. Comm ssioner Galvin responded that the
under the current law, the entire tax obligation for oi
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and gas was divided equally between the two resources. The
| egi sl ation woul d separate the tax systens between oil and
gas to determne the tax obligation. Conm ssioner Galvin
stressed that the current fornmula resulted in a |arger
obl i gation t han when cal cul at ed under SB 305.
Representative Gara asked if the breadth of the term "gas
tax" had been defined in the original regul ati ons.
Comm ssioner Galvin responded that defining the gas tax
obligation had been a priority. The departnment believed it
would not be in the state's interest to inply that the
inmpact on the oil tax was caused by the introduction of
natural gas into the conversation. The departnment chose the
poi nt of production fornula, which reflected the value of
the two commodi ti es when conbi ned.

2:41: 18 PM

Representative Gara stated that when the bill passed in the
other body the gas tax was calculated on the British
Thermal Unit (BTU) equivalent. He pointed out to the
commttee that under the current Version "U', a point of
production approach was being used to calculate the tax. He
asked if the |anguage change expanded the breadth of the
gas tax. Conm ssioner Galvin replied that the version that
had passed out of the senate indicated that the departnent
woul d develop regulations on cost allocations while
considering the barrel of oil equivalent (BOE). The current
version placed an expectation that the point of production
formula would be used when possible. Representative Gara
requested an estimate of how nmuch lower the tax would be
using the departnent's preferred fornmula. Comm ssioner
Glvin referred to the presentation, "Comments on HCS CSSB
305 (FIN) VER. U' (copy on file), Page 21, which charts the
gas tax with prices ranging from $40 per barrel to $200 per
barrel. The slide conpares the status quo with the other
possi bl e forml as.

2:43: 41 PM

Co-Chair Hawker noted that the chart detailed the tax that
was attributable to gas.

Comm ssioner Galvin said that SB 305 would be an overall
tax increase. The tax burden on the gas pipeline project
woul d be significantly raised. He stressed that decoupling
now woul d send a negative nmessage to producers.
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Conmi ssioner Galvin directed committee attention back to
Slide 3. If SB 305 were enacted in 2020, the resulting
state revenue would be the same as if it were enacted in
2010. Slide 4 indicated that in all of the nodeling cases
run by the departnment, the "locked-in" gas production tax
obligation was larger under the current system than it
woul d be under SB 305. Conmmi ssioner Galvin continued to
Slide 5, "Sanple Cases: Conparing SB 305, Petroleum
Production Tax (PPT), and the Status Quo". At current
prices, SB 305 would be a larger tax increase than
adjustnment from PPT to ACES. The Status Qo brings in
nearly the sane tax revenue that would be generated if the
PPT system had been decoupled (Slide 6). Slide 7 shows
anot her exanple of a conparison of the total tax revenue
under a PPT/ Stranded Gas Devel opnent Act (SCGDA) scenari o.
When conpared with the Status Quo, there was no perceived
significant loss. He said that the projected tax nunbers
under SB 305 could be msleading, and would color public
di scussion about an appropriate fiscal system for the
gasline far into the future. He cited the charts on Slide 8
and 9 of the presentation, which illustrate different
conparisons of the overall tax-take between oil and gas in
different conbinations. He questioned the problem being
sol ved by SB 305, Slide 10.

2:53:47 PM

Comm ssioner @Glvin pointed out to the commttee that the
trepi dation of becoming locked in to an obligation for fear
of economic loss was unwarranted. Slide 10 refuted the
claim of a potential $2 billion dollar loss in the
Department of Law anal ysis, which states:

e Only the gas production tax obligation (not the rate)
is "locked-in" at the open season;

* The legislature can change the oil tax system anytine
before or after the open season;

e The so-called "$2 billion loss" wll only occur if
t hree things happen:

o We are successful in achieving a |arge capacity
gas pi peli ne;

o The price of oil and gas remain far apart
(defying fundanental econom c principles); AND
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o The next 5 Legislatures decide that it s
appropriate to leave the current tax system as
iS.

Conmi ssioner Galvin continued to Slide 11, which states:

"What is the "Problem Bei ng Sol ved by SB305?"

Is It?: That any "dilution" of oil taxes caused by
mxing in a | ower value hydrocarbon is an unacceptable
"l oss" of oil tax revenue?

» Response: Should the Legislature react simlarly when
a large volune heavy oil project is proposed?

 WII it have the same dynami c; highly profitable sweet
crude will be diluted, thus reducing its profitability
and it progressivity tax rate

e State wll "] ose" oi | tax revenue due to the
i ntroduction of heavy oi

2:57:26 PM

Comm ssioner @Glvin addressed the question proposed on
Slide 12:

"What is the "Problem Bei ng Sol ved by SB305?"

e Is It?: That under the status quo, at high oil/gas
price parity, the state is at risk of seeing a
reduction of overall production tax revenue when they
"flip the gas switch"?

* Response: Legislature has 10 years to decide if it
wants to take on that risk in exchange for a gasline;

e« If it is not an acceptable risk, then there are a
nunber of alternative options (including decoupling)
that could be carefully considered.

One alternative approach to address the possible revenue
loss would be to establish in the current tax system a
m nimum tax equal to a separate oil tax (i.e. the conbined
tax cannot be |ower than what the separate oil tax would
be). This would preserve the economc incentive nature of
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the current system while protecting the state's downside
risk in the case of high parity, and did not require
significant structural changes to the current system such
as cost allocation. Conmmssioner Galvin offered closing
observations. He relayed that passing such a large tax
i ncrease just before the two upcom ng open seasons sent a
confusing nmessage about the state's desire for a gasline,
SB 305 locked in a lower gas production tax obligation
thus reducing the state's negotiating flexibility, and SB
305 could be passed after the open season w thout |egal
restriction or economc limtation. He felt that the bil
failed to neet the best interest of the state and
mai nt ai ned strong opposition to the | egislation.

3:03: 05 PM

Co-Chair Hawker revealed that were the bill to pass
cormittee, he would be attaching a "no reconmendation"” to
his signature on the conmttee report. He wurged the
committee to conpare and contrast the argunents presented
by the bill sponsor with that of Conmm ssioner Galvin, when
wei ghi ng the | egislation.

Representative Austernman questioned the use of the word
"mght" on Slide 2 of the presentation. Conm ssioner Glvin
replied that the |anguage hedged the legal risk in the
event that the state failed to honor the Al aska Gasline
| nducenent Act (AG A) tax inducenent exenption.

Representative Austerman believed that the bill was too
conpl i cat ed.

Comm ssioner Galvin attenpted to clarify. He assured the
commttee that the gas tax obligation was on the gas that
was shi pped through the AG A acquired facility.

Representative Austerman requested that the bill be broken
down into layman's terns to facilitate further discussion.
Comm ssi oner Gal vin endeavored to sinplify:

"You have $8 gas and your all-on cost for transportation
and so forth is $4, just to nmake it easy. So you have $4,
what is called "point of production" value. Then the

guestion at that point is, "Wat is the production tax
that’s gonna be ascribed to that?" And under the current
system you would tax that gas with whatever oil, and you'd

end up splitting it based upon the relative values at the
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poi nt of production, and you nmight end up with a gas tax
obligation of $1.50, say. Wth SB 305 you're gonna take
that $4 dollar point of production, you re gonna take some
of the costs for production and subtract it from that, and
you are going to have a tax rate that you are going to then
charge, and you're going to end up with a tax obligation
somewhere less than $1.50. It's going to be, maybe, $1.25
or $1.00. And that's the difference, is that, at the end of
the day, the tax obligation on that gas is going to be
lower with SB 305 than ostensibly what you have under the
status quo."”

3:09:10 PM

Representative Kelly asked Comm ssioner @Glvin how he would
have constructed the tax from the beginning; for Al aska,
and then for the rest of the world. Comm ssioner Galvin
responded conparing the state's options with the rest of
world presents two thoughts. One, Alaska was in a unique
situation in the world going from a full oil providence
with a long-termexisting fiscal system into a world class
oil and gas province. Mst provinces do not have a
transition; they enter into the production of oil and gas
simul taneously. He queried the opportunity to "start from
scratch”. He said that if the state were to take tax cues
from other areas of the world, it would be discovered that
nost places had a tax conbination of oil and gas. However
there were places that kept them separate. He felt that
separating the profitability streanms of oil and gas was an
arbitrary accounting exerci se.

Representative Kelly cited Page 15, Line 6. He conmented
that "the department shall" could be changed to "the
departnent may". Comm ssioner Galvin responded that the
anount of discretion that was appropriate to give the
departnment in establishing the cost allocation nethodol ogy
had been wunder discussion. The issue was a policy call,
wi thout enpirical argunments to weigh when establishing a
right or wong answer. The departnent preferred to receive
direction from the legislature as to which nethodology to
use.

3:16: 18 PM

Representative Doogan asked about t he 3 cl osi ng
observations found on Slide 14 of +the presentation. He
request ed reconciliation bet ween poi nt's 1 and 2.
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Comm ssioner Galvin responded that, as illustrated on Slide
18, wusing the status quo nethod to derive the gas
production tax obligation, although the overall tax is
| oner, the proportion of tax attributed to gas is greater.
The relationship holds true throughout the different price
scenari os. Decoupling would cause the oil tax to rise
faster than the gas tax decreased. As the costs between oil
and gas were noved, oil was noved up the progressivity
line. Gas was not at the progressivity line, and renained
flat. This resulted in a | esser gas tax under SB 305.

Representative Doogan understood that wunder the current
system gas production diluted the effect of the higher oi

price, but the lower gas tax did provide a favorable
position. Commi ssioner Galvin agreed. He added that the
passing of the bill wuld be off-putting to producers
because it would insinuate that the state should receive
consi derably nore tax revenue when gas was bei ng produced.

3:22:19 PM

Representative Gara expressed concern that w thout SB 305,
the "lock-in" gas tax rate defined by regulation could be
successfully challenged in court. Comm ssioner Galvin said
that a challenge to the departnment's regulations would be
unprecedented. He pointed out to the conmittee that the
regul ations had been reviewed during a public coment
period, and had been accepted by producers. He believed
that the state should be confident with the system al ready
in place.

Representative Fairclough asserted that the gasline and gas
revenues were not a "silver bullet" for the state. She
pointed out to the commttee that all of the nodels in
guestion had been nodeled out to 10 years. She wondered if
nodeling to 20 years would be nore beneficial, as a point
woul d eventually be reached where production was going to
adversely, in an inverse way, affect the value of oil and
the taxes the state collected. She asked if the departnent
had nodel ed out further than ten years in order to know the
ram fications on projections of oil going down and gas
com ng onl i ne. Comm ssi oner Gl vin answer ed yes.
Representative Fairclough probed how much the state could
receive if oil were provided for under a different rate
t hrough decoupling, specifically, in the second 10 year
section. Conmi ssioner Glvin replied that if there were a
di sincentive for a gas pipeline, then the state could
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expect to continue to see a decline of oil production, and
overall state revenue. Representative Fairclough wondered
if the benefit to the state for not collecting taxes in the
first 10 years of production wuld be significant.
Conmi ssioner @Glvin replied that in order to answer the
question, the legislature would need to decide on the price
rel ati onship between oil and gas for the years 2020 through
2030.

3:29: 06 PM

Comm ssioner @Glvin stated that he could not fully answer
the question with the information avail able. He stated that
if the tax system for the next 20 years were put into place
under the legislation, the state would not succeed in
bui | di ng a gas pi pel i ne. Representati ve Fai r cl ough
clarified that the Conm ssioner had presented a scenario
expl aining the problenms with SB 305. She requested that he
provide the conmttee with an alternative scenario, for
2020 through 2030, that explains what the state would
receive in the second 10 years of production.

Comm ssioner Glvin argued that if SB 305 failed, and the
state were to nove forward in the devel opnent of the gas
pi peline, when the tine arrived for the state to "l ock-in"
the oil tax, the price relationship would remain $120/ $8
gas. He predicted that the current system would be repl aced
by an alternative mninum tax in order to capture the
value. He contended that Alaska was not in a position to
make the decision right now He stressed that the state
should leave its options open in order to create a system
that provides for a pipeline, and the ability to change the
systemif necessary.

Representative Fairclough voiced disconfort with the risk
that not decoupling could "lock-in" tax rates for the
st at e.

Co- Chair Hawker requested that soneone from the departnent
schedule a sit down with Representative Faircl ough.

3:34: 14 PM

Representative Salnmon queried the urgency of the My 1,
2010 passage of +the legislation suggested by the bil
sponsor.
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Conmi ssioner Galvin felt that the difference between the
priority of the sponsor, and what the departnent
reconmended was noot, as only the gas portion of the
obl i gation was rel evant going into the open season.

3:36: 53 PM

M CHAEL HURLEY, DI RECTOR, GOVERNMENT AFFAI RS,
CONOCOPHI LLIPS, stated that the bill did not solve the
problem of gas taxation. He said that ConocoPhillips
understood the sponsor's intent, but feared that the public
would msinterpret what the bill would do. He remarked that
the bill was a reflection of one of the many flaws in AG A

The fundanental issue of how gas would end up being taxed
was not addressed. The lack of clarity concerning how the
gas would be taxed added to the uncertainty that producers
faced when considering proposing gas into the pipeline in
the 2, upconing open seasons. He thought that fiscal issues
would eventually need to be addressed. He shared that

ConocoPhi Il | i ps appreci at ed t he sponsor's i nt ent in
designing the bill to speak to the flaws in AGA He felt
that the bill added to the conplexity of the issue. He
reported that ConocoPhillips would continue to work wth

the state to create a tax structure that encouraged
i nvestnment, production, and jobs for Al askans.

Representative Gara stated that there was an anonmaly in the
existing tax. He asserted that it was not the desire of the
| egislature to put into place a system that produced |ess
revenue for the state with gas and oil pipelines, than
woul d be received with solely an oil pipeline. He thought
that the issue woul d need discussed further.

3:42: 21 PM

Representative Kelly asked M. Hurley if he preferred the
House Resources version of the bill (Version N), or the
current Version "U'. M. Hurley replied that he would
suggest "no recommendation” for Version "U'

Representative Fairclough asked if there was a version that
wor ked best for the industry. M. Hurley replied that, in
the end, both versions acconplish same thing. He thought
that Version "N' had been cleaner than Version "U'. The "U
version required the conm ssioner to wite additional pages
of regulations, ConocoPhillips would need restructuring,
and cost allocations would need review Overall the "U'
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version was nessier for the conpany. However, both versions
keep current businesses operating at the status quo, unti
the big gas flows in the big gasline.

Representative Fairclough wondered if the state would
retain the flexibility to change the tax rate for Al askans
in the future. She requested the industry perspective on
whether there was a "drop-dead" date that would benefit
Al askans. M. Hurley opined that what was designed and
pronoted in AG A as an inducenent, was now being described
as sonething that could change on a whim Representative
Fai rcl ough added that the understanding had been that there
was a date certain that AG A anticipated, and now it was
understood that the date still had flexibility to either
raise or |ower the gas tax.

3:46: 28 PM

Representative Kelly asked if locking in a tax rate now
woul d be enough for producers to go forward with a gasline.
M. Hurley replied no. Representative Kelly perceived that
Al askans were being told that locking in a rate now would
be i neffective.

3:48:35 PM

Comm ssioner Glvin clarified why the state mght not be
able to raise the tax in the future. He cited the
di scussions during the special session on AGA At that
time, the adm nistrations recomendation was that the AGA
tax inducenent be nmade a contractual commtnent between the
state and the producers. The recomendation was renoved
because the legislature wanted to retain the ability to
change the tax system and disregard what was being offered
during the open season. The Departnent of Law (DQL)

believed that there may still be an obligation inherent in
the AG A | anguage. The enactnment of AQ A had never stated
that the tax inducenent was an absolute "lock-in". The

adm ni strati on acknow edged that the agreenent should have
been contractual .

Co- Chair Hawker requested that Conm ssioner Galvin explain
the revised fiscal note.

3:51:13 PM
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Comm ssioner Glvin stated that the necessary expenditures
as a result of Version "U wuld mandate that the
departnent develop 2 sets of regulations; one handling cost
all ocation, and the other dealing with the allocation of
adjustnments to the cost. Based upon information from DOL
and the departnent's experience wth the regulatory
process, the cost estimate generated was $330, 000.

Vi ce-Chair Thomas MOVED to report HCS CS SB 305(FIN) out of
Commi ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng new fiscal note.

Representati ve Joul e OBJECTED for t he pur pose of
di scussi on.

Representative Joule W THDREW hi s OBJECTI ON

Co- Chai r Hawker OBJECTED for the purpose of discussion.

Co- Chair Hawker cl osed public testinony.

Co- Chai r Hawker W THDREW hi s OBJECTI ON

There being NO further OBJECTIQON, it was so ordered.

HCS CSSB 305(FIN) was REPORTED out of Conmittee with “no

recommendation” and attached new fiscal note by the
Departnent of Revenue.

3:56: 07 PM AT EASE
4:22:16 PM RECONVENED
#sb234

CS FOR SENATE BILL NO. 234(FIN)

"An Act relating to the voting procedures of the
Al coholic Beverage Control Boar d; allowing the
Al coholic Bever age Contr ol Board to rel ease
information contained in the statew de database of
al cohol purchases and shipnments to the person who
purchased the alcohol or to whom the alcohol was
shi pped; relating to the access of persons under 21 to
prem ses where alcoholic beverages are sold, served

or consuned; extending the termnation date of the
Al coholic Beverage Control Board; and providing for an
effective date.”
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4:22:45 PM

Co-Chair Stoltze MOWED to ADOPT HCS CS SB 234 (L&O),
Version 26-LS1350\P, as a working document. There being NO
OBJECTION, it was so ordered.

JOSH APPLEBEE, STAFF, SENATOR KEVIN MEYER, highlighted the
main points of the bill. Under the legislation the
Al cohol i c Beverage Control Board (ABC) woul d be extended an
additional year, with the foll ow ng provisions:

The renoval of the executive directors voting ability in
the event of a tie;

The allowance of the ABC Board to release information
contained in the statew de database of alcohol purchases
and shipnments to the person who purchased the al cohol or to
whom t he al cohol was shi pped.

M. Applebee informed the conmttee that both provisions
were recomendations that could be found in the nobst recent
legislative audit. He noted the fiscal note for $1.4
mllion. Co-Chair Hawker added that the figure was
consistent with past board budget nunmbers. He shared that
t he board was expensive and invol ved.

Representative Austerman asked if the fiscal note was a
result of not including the ABC Board in the operating
budget .

Co-Chair Stoltze relayed that fiscal notes for board
extension typically included the cost of the board's
conti nuati on.

SH RLEY G FFORD, ALCOHOL BEVERAGE CONTROL (ABC) BQOARD,
explained that the fiscal note was included in the event
that the sunset date was not extended through 2011

Co- Chair Hawker furthered that the appropriation would not
be doubled, the fiscal note reflected the one year
extension only. He added that it was unusual to extend
boards for one year at a tine, but the audit had identified
issues that called for closer and nore frequent review of
t he board.

M. Applebee said that the Legislative Budget and Audit
Commttee (LB&A) wanted to carry out additional follow up
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with the board over the sumer of 2010, with the intention
of bringing a nore conprehensive extension bill before the
| egislature in 2011.

4:29: 04 PM

Representative Fairclough wondered about confidentiality
i ssues concerning the public database. She rem nded the
commttee that in the past there had been testinony in
opposition to a database that revealed the nanes and
addresses of resident who were purchasing al cohol.

Co-Chair Hawker noted that the database was in existing
st at ue.

Co-Chair Stoltze MOVED to report HCS CSSB 234(L&C) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

HCS CSSB 234(L&C) was REPORTED out of Conmmttee with a "do
pass” reconmmendation and with attached new fiscal note by
t he Departnent of Public Safety.

#sb258
CS FOR SENATE BILL NO. 258(L&Q)

"An Act prohibiting health care insurers that provide
dental care coverage from setting fees that a denti st
may charge under a preferred provider contract for
dental services not covered wunder the insurer's
policy, and relating to preferred provider contracts
bet ween insurers and dentists.”

4:31:56 PM

SENATOR CHARLIE HUGGE NS, SPONSCR, explained that the bil
woul d protect the patient, as well as provide a nechanism
for controlling cost issues for dentists and insurance
conpani es.

SHARON LONG, STAFF, SENATOR CHARLIE HUGA NS, stated that
the provisions in the legislation had been crafted by
dental professionals, the insurance industry and snal

business owners. Insurers would be allowed to offer
alternative contracts to providers; one that would dictate
di scounted fee schedules for services on which a benefit
was paid, as well as services on which benefits were not

House Fi nance Committee 22 04/ 16/ 10 10:47 A M



paid, and another which would cap fees on services for
which an insurer paid a benefit. Dentist would have 2
options when participating in preferred provider and
managed care prograns, which would protect consuner's
access to dental care because it wuld mnimze cost
shifting that occurred when fee cappi ng was introduced.

4:36:11 PM

Ms. Long pointed out to the conmttee the letter in the
bill packet from The National Federation of |ndependent
Busi ness (copy on file) urging support for the |egislation.

Representative Gara asked if insurance conpanies and
dentist could to sign up to be preferred providers, with a
cap, on services are already covered, but no cap could be
pl aced on services that were not covered. M. Long replied
that there would be an option of 2 different contracts. One
whi ch would cap the fees which were covered in the policy,
or another where the retail fee schedule would go into
effect after the covered services were net. Representative
Gara clarified that insurance conpanies would still be able
to negotiate with dentists on prices. M. Long relied yes.
Representative Gara expressed support for the bill.

Co-Chair Stoltze opened public testinony.

DR. DAVI D LOGAN, ALASKA DENTAL SOCI ETY, spoke in support of
t he | egislation.

Co-Chair Stoltze closed public testinony.

Co- Chair Hawker highlighted the zero fiscal note.

Vice-Chair Thomas MWED to report CSSB 258(L&C) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

There being no OBJECTION it was so ordered.

CSSB 258(L&C) was REPORTED out of Conmittee with a "do
pass" recommendation and wth previously attached fiscal

note: FN1 (DEC).

#sb292
CS FOR SENATE BILL NO 292(JUD)
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"An Act relating to the registration and operation of
pawnbrokers, to the exenption for pawnbrokers under
the Alaska Small Loans Act, and to the exclusion of
pawnbr okers under certain definitions in the Uniform
Commerci al Code; and providing for an effective date.”

4:43: 01 PM

SENATOR CHARLIE HUGGE NS, SPONSOR, explained that the
legislation would create a nmethod for pawnshops in the
state to report and track stol en goods.

Co-Chair Stoltze said that the issue had been discussed
before. He stated that regulations already existed to
regul ate and control the goods sold to pawnshops, but that
| ocal municipalities had been nonconpliant. He asked if the
| egislation would force all pawnshops into conformty.
Senat or Huggins replied in the affirmative.

4:46: 35 PM

JOSH TEMPEL, STAFF, SENATOR CHARLIE HUGGE NS, reported that
the bill has had broad support from ethically nmanaged pawn
shops and |aw enforcenent. He directed attention to the
bl ank CS, work draft Version "M, of the |egislation.

4:47:58 PM AT EASE
5:09:11 PM RECONVENED

Vice-Chair Thomas MOVED to ADOPT HCS CS SB 292, 26-
LS1487\M Banni ster, 4/14/10, as a working docunent.

Co-Chair Stoltze OBJECTED for the purpose of discussion.

M. Tenpel relayed that the first change in the CS could be
found on Page 1, Line 8. The change separated pawnshops
from second-hand stores. It raised the limt that could be
received from pawning an item from $500 to $750. The second
change, found on Page 3, Line 24, again altered the nunber
from $500 to $750. M. Tenpel shared that the effective
date would be delayed for a year at the request of one
pawnbr oker in Sol dotna, who needed nore tine to review the
| egi sl ation.

Co-Chair Stoltze questioned the power of one pawnbroker to

alter the effective date. M. Tenpel replied that all the
ot her parties involved had been confortable with the del ay.
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Senat or Huggi ns added that the delay would allow for a nore
successful transition.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
OBJECTI QON, HCS CS SC 292 was ADOPTED as a wor ki ng docunent .

JENNI FER  STRI CKLER, OPERATI ONS  MANACGER, DIVISION OF
OCCUPATI ONAL LI CENSI NG DEPARTMENT OF COVMERCE, COVMUNITY
AND ECONOM C DEVELOPMENT, explained that the fiscal note
requested a part-time investigator position the funding for
which would paid by the |icensees. She enphasized that the
program was new under centralized |icensing.

5:14: 25 PM

Co-Chair Stoltze asked if the effective date delay would
result in fees being collected earlier. M. Strickler
replied that the fees would be collected starting the
effective date of the bill.

Representative Joule referred to the change in revenue
reflected on the fiscal note. He wondered why the $76, 000
ski pped fromyear to year. Ms. Strickler responded that the
nunber sipped from year to year because |icensing was based
on the biennial cycle.

Representative Gara clarified that the revenue would pay
for the expected fiscal inpact. Ms. Strickler answered
yes.

Representative Gara asked if the Unfair Trade Practices Act
still governed pawnbroker conduct concerning fraud. Senator
Huggi ns answered yes.

Co-Chair Stoltze opened public testinony.

FERNANDO PENA, CASH AMERI CA, testified in support of the
bill.

ALEX VAUGHN, CASH AMERICA, spoke in support of the
| egi sl ation.

Vi ce-Chair Thomas MOVED to report HCS CSSB 292(FIN) out of

Committee w th i ndi vi dual reconrmendati ons and t he
acconpanyi ng fiscal note.
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HCS CSSB 292(FIN) was REPORTED out of Conmittee with “no
recommendation” and attached previously published fiscal
note: FN1 (CED).

5:20:13 PM AT EASE
5:20: 26 PM RECONVENED
#sb221

CS FOR SENATE BILL NO. 221( EDC)

"An Act establishing an advisory task force on higher
education and career readiness in the |legislative
branch of governnment; and providing for an effective
date."

5:20:35 PM

Co- Chair Hawker MOVED to ADOPT HCS CS SB 221, work draft
26-LS1309\M M schel, 4/16/10 as a wor ki ng docunent.

Co-Chair Stoltze OBJECTED for the purpose of discussion.

BEN MULLI GAN, STAFF, HOUSE FINANCE COW TTEE, provided a
sectional analysis of the bill. The program had been
renaned "The Alaska Merit Scholarship Progranf. Section 1
established district determnation of student eligibility.
Section 2 gave the Alaska Comm ssion on Postsecondary
Educati on ( ACPE) the ability to adopt regul ati ons
pertaining to the merit program Section 3, which was part
of the Al aska Advantage G ant Program raised the anount of
needs based funding per school year from $2,000 to $3, 000.
Section 4 states that a student may not receive nore than a
total of $12,000 (formerly $8,000) in awarded grants.
Section 5 established the eligibility and awards structure
of the Alaskan Merit Schol arship program Section 5 details
the award structure and the requirenments to qualify as a
post secondary institution. Section 5 also contained agreed
upon defined ternms. Section 6 had been anended to establish
that the comm ssion would provide adequate funding for not
fewer than 5 students to attend four-year prograns in each

of the following fields: dentistry, optonetry, and
phar macy.

5:24:42 PM

M. Mul I'i gan conti nued. Sections 8 and 9 contained

transitional |anguage to allow the Departnment of Education
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(DOE) to pernmt the inplenmentation of regulations. The
Merit Schol arship program would not be inplenmented until
July 2011. Section 10 contained provisions for the Joint
Legi sl ative Hi gher Education Schol arship Fundi ng Taskforce,
whi ch was defined in Senate Concurrent Resolution (SCR) 109.
Section 11 established an advisory taskforce on higher
education and career readiness, which was found in the
original version of SB 221. Two nenbers from each body,
appointed by the presiding officer, would be appointed to

the taskforce. M. Milligan stated that all section
pertaining to the Al aska Merit schol arship program woul d be
delayed a full year in order to give DOE a chance to

exam ne how the program would need to be structured. The
delay would also allow the various taskforces the ability
research the progranms nore conprehensively.

Representative Austerman asked if any of the regulations in
the bill would be inplenented before the effective date of
2011.

DI ANE BARRANS, EXECUTIVE DI RECTOR, POSTSECONDARY EDUCATI ON
COW SSI ON, DEPARTMENT OF EDUCATION, replied that the DOE
and the conm ssion were prepared to nove forward with the
regul ations imediately. She stated that the plan was to
put regul ations out by sumrer 2010, for public coment. The
hope was to have regul ations that reasonably reflected what
schools and students would need to know by fall 2011, to
participate in the prograns.

5:31: 02 PM

M. Milligan added that the transition |anguage directly
stated that the regulations would be available for study,
but would not take effect until the effective date. This
would allow for the chance begin promulgating regulations
in order to get a head start on the regulatory process.

Co- Chair Hawker offered several points of clarification
regarding the bill. Page 7, Section 6 discussed the
extension of the Wstern Interstate Conm ssion for Hi gher
Education (WCHE) program He relayed that it had been
uncl ear whether the program would be conprised of 5
students or 60 students. He also asked bill drafters to
exam ne Page 4, Section 5, which discussed maxi rum awards
under the Alaska nerit scholarship program He wondered if
t he awards woul d be distributed per year or per senester.

House Fi nance Committee 27 04/ 16/ 10 10:47 A M



SHARON KELLY, STAFF, REPRESENTATIVE M KE CHENAULT, cited
Page 5, Item ¢, which stated that a student receiving a
scholarship could remain eligible for up to 8 senesters.
She agreed that the | anguage could be clarified.

5:36: 07 PM

Representative Joule wondered if students could raise their
eligibility levels by achieving high grade point averages
during the first year of college. Ms. Barrans replied no.

Representative Gara stated that he had not seen a fiscal
note funding the increase the ACPE grant cap from $2,000 to
$3,000. He requested a fiscal estinmate of the cost to the
state if the full $3,000 was given to all who qualified.
Ms. Barrans replied that the fiscal note in the bill packet
provi ded for an additional $400,000 to fund the program for
the FY1l year. The conmi ssion had $620,000 |eft over from
the FY09 appropriation to fund grants in FY1ll. The average
funding for the program for the last 4 years has been $1
mllion per year. $1.1 million had been added in
continuation years for the needs based grant program She
anticipated that after inplenmentation the annual base grant
would rise from $1,000 to $1,500, priority grants from
$2,000 to $3,000, for the FY11l year. The out years after
that would be influence by the |egislative recommendations
fromthe taskforce.

Representative Gara asked if the nunbers could be nore
easily provided by renoving the regulation that offered
only half of the capped amount. M. Barrans replied that
she could get back to the committee with the nunbers.

Representative Gara expressed concern for students |iving
in districts without access to the courses required to
qualify for the nerit scholarship. He thought that Section
3 coul d resol ve the probl em

5:42:52 PM

Co- Chair Hawker rem nded the commttee that only conmttee
chairs had the power to order fiscal notes for
di stribution.

Representative Fairclough queried the |anguage on Page 5,

Line 8. She hoped that student would not be precluded based
on taking classes during the sumrer senester. M. Barrans
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replied that the scholarship could be spread out over three
senesters in an academ c year. The six year tineline was
intended to allow for students who do not proceed
i mredi ately from hi gh school to postsecondary educati on.

Representative Fairclough expressed concern that a student
taking three senesters in years one and two, mght end up
not qualifying for aid in their third year. M. Barrans
replied that the student would remain eligible for 8
semesters. If the student <chose to accelerate their
program the scholarship would be exhausted by the end of
the 8 senesters

Representative Fairclough cited Page 4, Lines 10-12. She
asked if there had been a reduction in the governor's
original proposal for academc excellence. M. Milligan
referred the question to the DOE comm ssioner.

Representative Joule wondered how long after high school
graduation could a student be eligible for the program M.
Barrans replied that under the terns of the bill, the
student would be eligible for 6 years, following high
school graduati on.

Representative Gara asked where the funds discussed in
Section 3 could be used. M. Barrans said that the funds
could be wused at «credited traditional or vocationa
institutions. Currently, the program operated as a federal
and state partnership and the state received a small anount
of federal dollars. The ternms upon which the grants were
i ssued nust conply with federal requirenents.

Representative Gara queried further exanples of credited
institutions. Ms. Barrans replied that charter coll eges and
career academ es would qualify.

5:48:18 PM

Representative Gara expressed disconfort with Page 5, Line
1. He wondered if the state would save noney by not
rewarding nerit grants to students with less than a B
aver age. Ms. Barrans responded that that scenario had not
been cal cul at ed.

Representative Gara communi cated reservation as to how the

program would apply to districts wthout access to the
courses required to qualify for the schol arshi ps.
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Representative Joul e advocated for awardi ng scholarships to
students with a 2.5 grade point average (B average). He
shared his experience working with students who were at the
B average. He argued that the B average students were hard
and steady workers, and should not be denied the
opportunity for coll ege schol arshi ps.

Representati ve Doogan asked how many college credits the
first award |evel of $4,755 wuld pay for. M. Barrans
answered that the sum was the equivalent value of 15
credits at the University of Al aska based on the approved
tuition rate for 2010. The funds could be used for any
al l onwabl e cost for attendance.

Representative Gara expressed the desire to assist al
students in going onto postsecondary education, regardless
of their grade point average. He asked if there was
assistance under the bill for students who acquired a
general education diploma (GED). M. Kelly believed that
the intent of the bill was to nove the governor's nerit
schol arship forward. She added that any changes that needed
to be made to the bill could be nade during the next
| egi sl ative session.

Representative Gara clarified that there was no provision
in the nmerit scholarship |anguage for CGED recipients to
recei ve assistance. Ms. Kelly said that was correct.

5:53:23 PM

TIM LAWKI N, STAFF, SENATOR GARY STEVENS, testified that the
CS had full support from the sponsor. He said that the
$4,755 figure specifically referred to the average tuition
at University of Alaska Anchorage (UAA). Tuition varied
around the state between the canpuses. The University of
Al aska Anchorage tuition was slightly higher than the
University of Al aska Fairbanks, and the average of upper
and lower division classes for one year was the equation
used to establish the $4, 755 figure.

Vi ce-Chair Thomas asked if a waiver would be used for rural
students that did not have access to the courses required
to qualify for the program

M. Lankin understood that there was transition |anguage in
the regulations. He referred to Page 7, Lines 20-31. The
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student may be eligible for the program even though the
student did not fully mneet the required core academc
curriculum for the school years beginning Julyl, 2010,
t hrough June 30, 2014. He stated that the effort was to
reform the education system and to encourage students to
wor k harder and perform better in school.

Vice-Chair Thomas asked whether the student or the
university received the noney. M. Lankin stated that the
issue would be clarified in the regulations. M. Lankin
assured the conmttee that the taskforce would be working
during the interimto craft conprehensive regul ations.

5:58: 27 PM

Co- Chai r Hawker opened public testinony.

Representative Austerman requested clarification on Page 4,
Lines 6 & 10 of the bill.

LARRY LEDOUX, COW SSI ONER, DEPARTMENT OF EDUCATI ON AND
EARLY DEVELOPMENT, responded that two sets of criteria were
offered in order to qualify for the schol arships. The first
was 4 years of mathematics, 4 years of |anguage arts, 4
years of science, and 4 years of social studies, one year
of a foreign |anguage, which nmay include an Al aska Native
| anguage, fine arts, or cultural heritage. The second
option was 3 years of mathematics, 4 years of |anguage
arts, 3 years of science, 4 years of social studies, and 2
years of foreign | anguage or an Al aska Native | anguage. The
student woul d have the choice between the two options. The
| anguage had been included by +the Senate Education
Conmittee. Representative Austerman wondered if the two
options lowered the standards for qualifying to the |evel

of vocational education. Comm ssioner Ledoux responded that
the second option was intended for students who were not
oriented toward nat hematics or the hard sciences. According
to the Anerican College and Testing Board, both options
represented a college preparatory curriculum The origina

proposal was 4 years of science, 4 years of nmathematics, 4
years of |anguage arts, and 3 years of social studies, and
had been nodified through the process, resulting in the 2
opti ons.

6: 02: 43 PM
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Representative Joule thought that the conversation about
education in the state could be broader than the bill
allowed. He expressed the desire to support a bill that
addressed real education reform so that GPAs would not be
an issue. He enphasized that the conversation should be
about students being able to read, conprehend, and retain
information by the 3rd grade. He stressed the need to
expand the conversation, and to work for a reformation of
the entire educational system

Representati ve Doogan wondered how the fiscal inpact could
begin at $9 mllion and increase to 21.5 mllion over 5
years. Ms. Barrans stated that the expected fiscal inpact
for FY2010 was $9,321.9 mllion; and had two conponents.
One was $1.1 mllion, which was continuation |evel funding
for the needs based grant, the other $8.2 nillion
represented the average award anmount for the nunber of
students that were expected to participate in the prograns
the first group. The increase in the three years after that
provided for each of the new cohorts entering the program
An attrition factor was built into each student group based
on the attrition rate that was typically experienced at the
Uni versity of Al aska.

Representative Gara queried the problem of schools that did
not have the coursework required to qualify for the
schol arships. He understood the departnent intended to
suggest the schools use on-1ine courses.

6: 07:26 PM

Conmi ssi oner Ledoux infornmed the commttee that across the
state, for many years, there had been independent courses
utilizing different nethods of distance delivery. The
alternative courses had been used in 60 schools that had
between 20 and 11 students, ranging in ages K-12. Sone
districts operated learning centers where students could
work on distance courses. Some districts were utilizing e-
| earning blackboard illumnate, which were interactive
di stance courses using the internet. Qhers had purchased
speci al independent study curriculum that was facilitated
by teachers. Many districts were using online, two way
vi deo in real time. Asi de from state sponsor ed
correspondence schools, sone districts were utilizing
national correspondence schools. Many states across the
country, Al aska included, were coordinating activities into
a virtual school to make it easier for districts to offer
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the required coursework. He enphasized the inportance of
rigorous study; the departnment intended to be careful to
uphol d hi gh academ c expectati ons.

Comm ssi oner Ledoux regarded the proposal as a contract
rather than as a scholarship. The students in the states
smal l er schools were aware of the challenges faced by their
districts, and they work harder because of it.

Representative Gara reiterated concerns about students who
graduate with a GED. Conmm ssioner Ledoux replied that sone
states had CGED pathways. The House Education Conmittee
el ected not to include GED recipients in the program

Representative Gara asked if the departnment supported a GED
pat hway.

Comm ssi oner Ledoux responded that nerit schol arship
prograns evolve. He thought that as the program evolved
from year to year, an alternative pathway could be
est abl i shed.

6:12:43 PM

Comm ssioner Ledoux said that the program was not about
what student were doing right now, it was about what they
were going to do. He reference Representative Gara'a
concern for scholarships for students with a GPA of 2.5. He
reiterated that the program was a contract; if the student
wor ked hard, if the student took the rigorous curriculum
if good grades were received, the student would have a help
to go to coll ege.

Representative Gara clarified that he wanted to hel p people
with a 2.5 GPA get into college.

Representative Sal non asked about the $400 mllion dollar
endownent witten into the original bill. He wondered why
the fiscal note showed nost of the funding comng fromthe
general fund. Conm ssioner Ledoux answered that the version
of the bill before the conmttee did not say how the
program would be funded. That task had been assigned to a
committee that would neet within the next two years.

Representative Salnon wondered what happened wth the
endownent process.
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Comm ssioner Ledoux replied that the endowent was not
currently in the bill, but could be reconsidered.

Vice-Chair Thomas asked if funding had been witten into
the fiscal note to pay for the inplenentation of the
program into districts, such as adding nore teachers.
Comm ssi oner Ledoux replied no. He furthered that the cost
to districts would vary depending on how the program was
i npl enented, Larger schools could nodify class schedul es
and offerings, according to what the students needed under
the program requirenents. Small schools could do the sane;
however, the state would help to develop the necessary
prograns in snmaller districts. He said that nore teachers
woul d not be needed because the nunber of students would
not be increasing.

6:17: 33 PM

Vi ce-Chair Thomas countered that the several of the 15
school districts that he represented reported that they
woul d need new teachers in order to offer the classes
required by the program He expressed concern that certain
districts would be left behind. He thought nore research
was needed to be sure that the legislation was fair and
equi tabl e. Conmm ssioner Ledoux assured the commttee that
the departnment would be reporting back to the Ilegislature
every year into the future with regard to which schools in
the district were participating in the program Every
superintendent in the state had been contacted and asked if
the program could be delivered in their districts. He said
that every superintendent in the district replied that the
program coul d be supported. He added that it would be nore
difficult for sone districts, and that the departnent woul d
work to assist those school s.

Vi ce-Chair Thomas cautioned the passing of the $3 nmillion
fiscal note w thout assurances that all students in the
state would benefit, particularly the students in the
districts he represented. He felt he could not support a
bill that would | eave the students he represented behi nd.

6: 20: 13 PM

Representative Fairclough thought it would be wise to |et
the task force nove forward wth inprovenents in the
pr ogram
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Co- Chair Hawker any nore public testinony.

CHRI'S WLSON, JUNEAU, shared that he was a recipient of an
honors schol arship through the old scholarship program He
expressed dismay that the program had di sappeared. He was
currently enpl oyed by state because due to his two degrees.

Co- Chair Hawker cl osed public testinony.

SB 221 was set aside until later in the neeting.
6: 26: 22 PM AT EASE

7:25: 55 PM RECONVENE

#sjr21

SENATE JO NT RESOLUTI ON NO. 21

Proposi ng anendnents to the Constitution of the State
of Alaska relating to and increasing the nunber of
menbers of the House of Representatives to forty-eight
and the nunber of nenbers of the senate to twenty-
four.

7:26:23 PM

SENATOR DONALD OLSON, SPONSOR, reviewed the |egislation.
The Al aska |egislature had been expanded several times in
the past. In 1913 the first territorial |egislature was
established with 8 senators and 16 representatives. Then,
in 1942, the legislature was increased to 12 senators and
24 representatives. In 1959, with the ratification of the
state constitution, the legislature was increased to 20
senators and 40 representatives. In the 50 years since, the
size of the l|legislature had remai ned unchanged. Al aska had
the smallest bicaneral Ilegislature in the nation. The
popul ation of the state had tripled since statehood, and
the increase had been disproportionate, favoring |arge
urban areas over smaller rural communities. Wthout an
increase in the size of the legislature, the 2010 Census
could be reconciled with Article 6, Section 6 of the state
constitution, which nmandated the existence of continuous
conpact and soci oecononic districts, or the federal mandate
under the U S. Voting Rights Act of 1965. He noted that in
the |ast 46 years, 29 states had changed the size of their
legislative body and that 9 of those states, wth
popul ati ons conparable to Alaska, had a legislature wth
134 menbers.
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7:29:44 PM

DAVI D GREY, STAFF, SENATOR LYMAN HOFFMAN, referred to the
handout "Population Trend for Election Districts in 2010",
(copy on file). The population distributions for 2010 were
calculated based on the Departnent of Labor (DCL)
estimations from 2008. He noted that DOL used the pernmanent
fund application nunbers as the basis for the projections,
but that the 2010 Census would provide nore valid nunbers.
He noted that in crafting the handout he had included the
nunbers from House Joint Resolution 38, which reconmended
and increase in the house to 44 nenbers. The handout
illustrated the nunbers applying the increase of 44
nmenbers, vs. 46, vs. 48. He pointed out to the conmttee
the fourth colum of nunbers |abeled "Difference from
Average", which calculated the nunbers above or below the
ideal average for the districts. He noted that in the
sout heastern and rural areas of the state the nunbers were
bel ow average, where as in the Mit-Su and Anchorages areas
the nunbers were high. The Suprene Court had allowed for a
plus or mnus 5 percent in the rural districts, but had
expected nore accurate nunbers in cal culating urban areas.

Co-Chair Stoltze asked if the plus or mnus 5 percent would
need to be reconciled in a corresponding district. M. Gey
bel i eved so.

M. Gey continued that in urban areas additional votes
were easily available, but rural districts with smaller
popul ations did not have the sane ability.

7: 35: 00 PM

Representative Foster spoke in support of the I|egislation
He related that in urban areas the average citizen could
wal k door to door to garner support. He noted that when the
nunber of rural villages under the representation of one
| egislator was increased, it becane nore difficult for the
average person to canpaign. The nunber of villages
represented by one legislator could be as high as 30, with
great distance between communities, which would require air
travel, and necessitate a substantial canpaign budget. He
t hought that the legislation would allow for the average
person to represent in the legislature rather than only the
af fl uent.
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Senat or O son responded that financial linmtations had kept
representatives of many rural villages form visiting and
addressing the needs of small comunities. This had lead to
a feeling of disenfranchisenment, and cynicism toward the
| egi sl ature.

7:37:14 PM

Representative Gara comented that wurban areas also
struggle wth the unavailability of [|egislators. As
districts had grown, people had less contact with their
| egi sl ators. He thought that sonething needed to be done to
address the increase in population.

Representati ve Doogan asked about the increase of house
menbers, and how the nunber had been determned. M. Gey
stated that the nunmber was chosen (48) to see if the nunber
woul d keep each district "hold harm ess”. The nunber was
chosen in an attenpt to preserve the status quo.

Senat or d son st at ed t hat t he nunber t ook into
consideration the division of populations in areas where
district boundaries had been established ten years ago,
and factored in the western and south central areas;
Kodi ak, the Kenai Peninsula, down toward Yakutat, and into
sout heast .

7:40: 06 PM
Vi ce-Chair Thomas appr eci at ed t he i nt ent of t he
legislation. He |listed several reasons for flux in the

state's population in the past and suggested that job
creation could help keep people in the state. He relayed
that the nunbers on the handout reveal that the districts
he represented were the nost affected by the issue.

Senat or O son shared that there were legislators serving on
the commttee that m ght not be back next year wthout the
passage of the | egislation.

Co-Chair Stoltze closed public testinony.

7:43: 00 PM

Co- Chair Hawker discussed the fiscal notes nunber one and
two. FN2 reflected the $1500 ballot charge to put the
resolution on the ballot for public vote. He noted the
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technical error on FN2; the $1500 was not reflected in the
requi red appropriation colum, and needed to be corrected.
Co-Chair Hawker stated that FNL reflected the estimted
$4,470,000 cost of 12 new legislators, additional staff,
support time, attorney fees, travel, contractual allowance
supplies, and capital outlay. He noted that the |egislature
was budgeted at $60 million per year, which would increase
if 12 nore legislators were added. He stated that the ful
cost was yet unknown. He wondered where room woul d be found
for 12 nore legislators and 35 staff menbers in the capital
bui | di ng. He suggest ed t hat t he fiscal not e be
indetermnate for "land and structures” as well as
m scel | aneous, and that it be nmade clear to the public that
the cost of inplenenting the |egislation was yet unknown.

7:46: 37 PM

Co-Chair Stoltze stated that the term "indeterm nate" would
be an accurate representation for the public.

Representative Joule agreed that the cost of t he
| egislation was indetermnate. He countered that the |oss
of the voices of residents living in underrepresented areas
coul d not be nmeasured nonetarily.

Co- Chair Hawker voiced support for the |egislation.

Senator O son believed that the decision was not taken
lightly and that the will of the people would be reveal ed
by a vote.

Representati ve Sal non asked when the increase in the nunber
of legislators would go into effect.

7:49: 03 PM

M. Gey replied that the reapportionnment board would not
receive the 2010 Census nunbers until March 2011.

Co-Chair Stoltze noted that the resolution did not change
the constitution, it only changed the math.

Vice-Chair Thomas MOVED to report SJR 21 out of Committee

wi th individual recomendations and the acconpanying fiscal
notes. There being NO OBJECTION, it was so ordered.
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SJIR 21 was REPCRTED  out of Committee wth “no
recommendati on” and attached new fiscal inpact note by the
Ofice of the CGovernor and new indeterm nate note by the
Legi slative Affairs Agency.

#sb230
CS FOR SENATE BILL NO 230(FIN)

"An Act making and anendi ng appropriations, including
capital appropriations, supplenental appropriations,
and other appropriations; naking appropriations to
capitalize funds; and providing for an effective
date."

7:55:16 PM

Co-Chair Stoltze announced that there would be a brief
presentation on the progress of SB 230, which was still
undergoing technical changes. He inforned the conmttee
that the physical docunent was still in the office of
| egi sl ative finance.

JAMES ARMSTRONG, STAFF, CO CHAIR STOLTZE, discussed the
docunent "2010 Legislature-Capital Budget Project Conpare
by Agency-House Structure (copy on file). The docunent
lists the technical changes that had been nmde to the
| egislation. The first correction was the mscoding of an
appropriation to the renewable energy fund. The second
change was at the request of a house nenber and put
$300,000 in the Alaska Association of Conservati on
Districts-Land Devel opnent and Project Managenent. The next
change was for $40,000 to fund the Alaska Humanities Forum
followed by one-third of a request for the Alaska Public
Tel econmuni cations, Inc. for $50,000. The next change added
$125,000 to the Bering Sea Fishernen's Association. Next
was $500, 000 for the Ketchikan Indian Community-Vocationa
Trai ning School. A new request for $2,000,000 by the Naknek
El ectric Associ ati on, I nc. woul d be mat ched by
congressional funds. Co-Chair Hawker noted that the match
be made was requested by Senator Mirkowski, who stated that
the nmoney will free $12.5 million in federal funding for
t he project.

Representative Joule asked if this was the effort for
geot hermal . Co-Chair Hawker replied yes.
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M. Arnstrong continued. The request for the North Star
Vol unteer Fire Departnment had been raised by $100,000 to
$245, 000. Another correction was made to funding for the
Abbot Loop Traffic Calmng |Inprovenents, which was now
$120,000. The next change was per the request from the
mayor in Anchorage; the change would be detailed in the

| anguage section of the new bill version. Two separate
appropriations or Anchorage Local Road Rehabilitation had
been renoved from the bill and added the existing

appropriation. He noted that the two conbined repaynent
equal ed net zero. Next, $25,000 had been added for Bethel-
Electric Utility Acquisition Study. Per the request of the
sponsor 2 projects were reversed, Craig-Community Streets
| mprovenents was added, Craig-Public Wrks Heavy Equi pnent
Purchase and Repl acenent was del eted. The $230,000 Hooper
Bay- Boat Harbor and Barge Landing Reconnai ssance request
was added. The Mat-Su Horseshoe Lake Road Upgrade was
reduced by $300,000, per the request of the districts.
Another net zero switch of projects was the Mt-Su New
Cenerator for Swanson Elenmentary School was added and the
Trapper Creek Fire Service Area was deleted as there is not
a fire service area in Trapper Creek. One of the |[argest
technical corrections was a $12,000,000 appropriation to
the Northwest Arctic Borough-Northwest Magnet School and
Kot zebue Hi gh School. He stated that $85,000 had been added
for the Ninilchik -Senior Center Preservation. The last two
changes were the addition of $2,000,000 for the Nome State
Ofice Building Design and Construction, which was taken
from the None Courthouse Deferred Mintenance and Renodel
appropriation for $4,700,000, leaving that at $2,700, 000,
and providing a net zero. He shared that the Legislative
Finance Wbsite includes the [|anguage section anmendnents
and side by side conparisons between the house and the
senate requests.

8:03: 53 PM

Co-Chair Stol tze clarified t hat t he website was
VWAV LEGHI N. STATE. US

Representative Gara asked about the anount allocated to
fund the Medicare clinic. M. Arnmstrong replied that $1
mllion had been added for the clinic, wth acconpanying
i ntent | anguage.
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Representative Fairclough explained that the duplicated
f unds f ound in t he ori gi nal bill ver si on wer e
i nt ergover nnent al changes.

#sb220
CS FOR SENATE BILL NO. 220(FIN)

"An  Act relating to energy efficiency, ener gy
conservation, and alternative energy, to an energing
energy technology fund, to the lease of state land to
a public electric utility, to the Al aska heating
assistance program to state energy use data, to the
Sout heast energy fund, to nuclear energy production
and facilities, to the definition of 'power project'’
or 'project’ as it relates to rural and statew de
energy progranms and the Al aska Energy Authority, and
to the definition of ‘'alternative energy systen;
establishing an Al aska energy efficiency revolving
loan fund; directing the Departnent of Transportation
and Public Facilities to prepare a report on the
feasibility of wusing conpressed natural gas to power
vehicles in the state, including vehicles owned or
operated by the state, and including in that study, if
warranted, a pilot program proposal for powering sone
vehicles owned or operated by the state wth
conpressed natural gas; authorizing and relating to
the issuance of bonds by the Alaska Housing Finance
Cor por ati on; relating to a report regarding a
muni ci pal energy inprovenents financing program and to
an energy report by the Ofice of the CGovernor; and
providing for an effective date."

8:08:49 PM

M KE POANOWBKI, STAFF, SENATOR LESIL MCGUJ RE, introduced
himself for the record.

8:09: 58 PM AT EASE
8:11:15 PM RECONVI ENE

Co-Chair Stoltze solicited discussion of the proposed
anendnent s.

SENATOR BILL WEILECHOASKI, SPONSOR, communicated that he
had no objection to the proposed anendnents.
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SENATOR LESIL MCGUI RE noted no objection to the proposed
amendnent s.

Vi ce-Chair Thomas MOVED Anendnent 1, 26-LS1197\Y.6, Kane,
4/ 13/ 10:

Page 11, line 11:
Delete "or"
| nsert "and 42.45. 310, "

Page 11, line 12, follow ng "AS 10. 25":
I nsert "or another electric utility holding
certificate of public conveni ence and necessity
under AS 42.05"

Co-Chair Stoltze OBJECTED for the purpose of discussion.

M. Powl owski stated that the amendnment 1 nade an inportant
change to the recipients who were eligible to receive
grants from the southeast energy fund that had been re-
enacted and nodified within SB 220. The anendnent added
electric utilities holding a certificate of public
conveni ence or necessity, to the list of entities that
could receive grants under the |egislation.

Co-Chair Stoltze WTHDREW his OBJECTION to Anmendment 1.
There being no further OBJECTI ON, Anmendnent 1 was ADOPTED.

Representative Kelly Mved Anendnent 2, 26-LS1197\Y.7,
Kane, 4/15/10:

Page 18, |ines 15-16:
Delete "with a catalytic converter or a catalytic
converter for a wood stove"
Insert "that conplies with the provision of 40
C.F.R 60.530 [WTH A CATLYTI C CONVERTER OR A
CATALYTI C CONVERTER FOR A WOOD STOVE} "

Page 18, |ine 21:
Del ete "wood, coal,"
I nsert "coal [WOOD, COAL,]"
Co-Chair Stoltze OBJECTED for the purpose of discussion.

M. Pow owski explained that a sinple wood or pellet grain
stove would not work appropriately under 40 C F.R 60.530,
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whi ch established the adm ssions criteria determ ned by the
Envi ronnental Protection Agency (EPA).

Co-Chair Stoltze WTHDREW his OBJECTION to Amendnent
2. There being no further OBJECTION, Anmendnment 2 was
ADOPTED.

Representati ve Gara W THDREW Anendnent 3.

8:17:41 PM

Representative Gara MOVED Anendnent 4, 26-LS1197\Y.4, Kane,
4/ 14/ 10:

Page 15, followi ng line 24:
Insert a new bill section to read:

"* Sec. 17. AS 44.42 is anended by adding a new section to
read:

Sec. 44.42.067. Retrofits and new construction

for energy efficiency; energy efficiency report. (a)

Not |ater than January 1, 2020, the departnment shall

work with other state agencies to retrofit at |east 25

percent of all public facilities, starting with those

it determines are the least energy efficient, if the
departnment determines that retrofitting the public
facilities will result in a net savings in energy

costs to the state within 15 years after conpletion of
the retrofits for a public facility and if funding for
the retrofits is avail able.

(b) A retrofit or deferred nmmintenance of a
public facility perfornmed under this section, to the
extent feasible, shall nmeet or exceed the nost

recently published edition of the  ASHRAE/ | ESNA
Standard 90.1, Energy Standard for Buildings Except
for Low R se Residential Buildings, as published by
the Anerican Society of Heating, Refrigerating and
Ai r-Condi ti oni ng Engi neers.

(c) New construction of a public facility under
this section shall neet or exceed the nost recently
published edition of the ASHRAE/IESNA Standard 90. 1,
Energy Standard for Buildings Except for Low Rise
Residential Buildings, as published by the Anerican
Society of Heating, Refrigerating and Air-Conditioning

Engi neers.
(d) Not later than January 1 of each year, the
departnent, in consultation with the Departnment of
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Adm ni strati on, shal | subm t a report to the
| egislature detailing the department's progress in
meeting the requirenents of this section to reduce
state energy consunption and costs and carrying out
the duties listed in AS 44.42.020 as they relate to
energy use. The departnent shall include in the report
an analysis of the consunption and expense data
recorded by the office of managenent and budget under
AS 37.07.040, conparing energy consunption levels in
each year with past years to determine if reductions
are being achi eved.

(e) In this section, "public facility" nmeans a
facility owned and controlled by the state for
government or public use that is 10,000 square feet or
nore and is not a legislative building or court
bui I di ng. "

Renunber the followi ng bill sections accordingly.

Page 26, |ine 18:
Del ete "secs. 27 - 34"
| nsert "secs. 28 - 35"

Page 26, |ine 20:
Del ete "secs. 27 - 34"
| nsert "secs. 28 - 35"

Page 26, |ine 21:
Del ete "secs. 27 - 34"
| nsert "secs. 28 - 35"

Page 27, line 1:
Del ete "secs. 27 - 34"
| nsert "secs. 28 - 35"-

Page 27, following line 1:
| nsert a new bill section to read:
"* Sec. 45. The uncodified |law of the State of Alaska is
anended by adding a new section to read:

DEPARTMENT OF TRANSPORTATI ON AND PUBLI C FACI LI TIES.
Not later than one year after the effective date of this
section, the Departnent of Transportation and Public
Facilities, in consultation wth the Alaska Energy
Aut hority, shall adopt and inplenent a systematic process
for prioritizing the retrofitting of state facilities for a
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long-term increase in energy efficiency and reduction of
energy costs."

Renunber the followi ng bill sections accordingly.

Page 27, line 9:
Del ete "Section 42(b)"
I nsert "Section 43(b)"

Co-Chair Stoltze OBJECTED for the purpose of discussion.

Representative Gara explained that the anmendnent would
require mpjor retrofits and new construction to certain
state buildings in order to neet energy efficiency
standards. He added that not only would the efficiency
standards be net, but the cost of bringing the DOT managed
buildings up to standard would be reinbursed within 15
years.

Representati ve Fairclough asked what the |ife expectancy of
a boiler system was, and the cost of naintenance relative
to the |life expectancy. She expressed concern that 15 years
may not allow for reinbursenent of all expected upgrades.

Co-Chair Hawker articulated his wunease was that the
anmendnent would codify the nost recently published edition
of the Anmerican Society of Heating, Refrigerating and Air
Condi ti oning Engineers/Illum nating Engineering Society of
North Anerica (ASHRAE/ I ESNA) Standard 90.1 Energy Standard
for Buildings Except for Low R se Residential Buildings, as
Publ i shed by the Anmerican Society of Heating, Refrigerating
and Air Conditioning Engineers. He believed that the
anmendnent shoul d be scrutinized by an energy conmittee that
was nore famliar with terns of art pertaining to energy
i ssues and codes.

Representative Fairclough agreed that the amendnment needed
nore work in order to be codified into state statute.

8:21:51 PM

Senator Wil echowski stated that the ASHRAE standards were
currently being adhered to by the Departnent of
Transportation and t hat nonet ary savi ng had been
experienced by DOT in the retrofitting of buildings using
| anguage simlar to that found in the amendnent. The
sponsors had worked closely with the departnment to craft
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t he amendnment |anguage. He said that 8 buildings had been
retrofitted so far, with an average savi ngs of $570, 000 per
year. The estimated savings under the provision was $2.75
mllion per year.

Senator MQ@iire stated that she wanted to see the bill
passed adding that, "the possible is better than the
perfect". She furthered that the code was already being
applied by the departnent.

8:23:57 PM

MARY S| RKKY, SPECI AL ASSISTANT TO THE COW SSI ONER
DEPARTMENT OF TRANSPORTATI ON AND PUBLIC FACILITIES, stated
that the ASHRAE standard was used as the baseline upon
which the architectural engineering comunity designed
facilities in Alaska. The <code focused on conmercia
buil dings, and was the national standard used by many
st at es. She understood that the code was being used, and
would continue to be used, despite the passage of the
anmendnent .

Co- Chair Hawker clarified that the standard was being used
wi thout being codified and nade a nandate, it was used a
matter of policy and practice. Ms. Siroky replied yes. Co-
Chair Hawker asked if DOl was currently engaged in the
retrofitting of 25 different bui | di ngs. MVs. Si r oky
responded that the departnment had not received additiona
funding for the retrofits needed on all 25 buildings. She
shared that the departnent had witten a fiscal note that
would add an additional body to oversee the necessary
retrofits. She stated that four facilities per year would
be necessary to neet the mandate of conpleting 25 percent
by 2020. Co-Chair Hawker reiterated his unease with the
codi fication and mandati ng of the | anguage as statute.

8:26:44 PM

Representative Gara enphasized that the amendnent was the
result of 2 years of work by the Senate Energy Committee

which had worked with the departnment and the engineering
comunity. He stated that the anmendnent did not limt the
anount of reinbursement to the state. The |egislation asked
the departnment to focus on the projects that would create a
rapid return. The departnment supported the anendnent and
the energy commttee had vetted it and worked to craft
| anguage t hat was adoptable as a standard.
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Representative Fairclough asked if the provision had been
included in the legislation when it was passed on the floor
of the other body.

Representative Gara stated that it was inserted by the
Senate Energy Committee after spending 2 years traveling
the state and gathering research. The nenbers of the Senate
Finance Committee had voiced no objection to the addition
of the anmendnent to the |egislation.

Co-Chair Stoltze asked if a simlar anendnent had been
offered on the senate floor. Representative Fairclough said
that the bill had passed the senate w thout the anendnent
in it. Co-Chair Stoltze rebutted that that information
shoul d not guide the conmttee's decisions now.

Representative Fairclough agreed. She conmented that when
the commttee attached itself to a national standard,
adopted in a different comnmttee, m stakes could be nade.
Co-Chair Stoltze asked if the adm nistration supported the
amendnent. Ms. Siroky stated that the departnment was
anbi val ent .

Co-Chair Stoltze MAI NTAI NED his OBJECTI ON.

Representative Gara comented that the provisions of the
national standard that did not neke noney for the state
woul d not be foll owed.

Aroll call vote was taken on the notion.

I N FAVOR: Thomas, Doogan, Foster, Gara, Joule, Sal non
OPPCSED: Austerman, Fairclough, Kelly, Stoltze, Hawker

The MOTI ON PASSED ( 6-5).

8:32: 36 PM

Representative Gara MOVED t o ADOPT Amendnent 5.
Page 15 followi ng |ine 24:

Insert "*Sec. 17. AS 44.83.080 is anended by
addi ng a new paragraph to read:
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(17) to pronote energy conservation, energy
efficiency, and alternative energy through
training and public education."”
Renunber the follow ng bill sections accordingly.
Page 26, line 18, follow ng "secs."
| nsert "28-35"
Del ete "27-34"
Page 26, line 20, follow ng "secs."
| nsert "28-35"
Del ete "27-34"
Page 26, line 21, follow ng "secs,"
I nsert "28-35"
Del ete "27-34"
Page 27, line 1, follow ng "secs."
I nsert "28-35"
Del ete "27-34"
Page 27, line 1, follow ng "Section":
| nsert "43(b)"
Del ete "42(b)"
Representative Gara noted that the amendrment would allow
the Al aska Energy Authority (AEA) the authority to pronote
ener gy ef ficiency and conservati on, and hel p t he
| egislature nove forward with the deploynent of energy
efficiency where it would save the state nobney and benefit
communities. He added that if an education canpaign was

t hought to be beneficial it could be included as a nmandate.

Co- Chair Hawker stated that the amendnent was well crafted
and recomrended it receive full support of the conmttee.
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Co-Chair Stoltze REMOVED his OBJECTION. There being no
further OBJECTION the notion was ADOPTED

8:35:12 PM

Co-Chair Hawker stated that the bill had been extrenely
well crafted and that he was confortable with the fisca
not es.

Vice- Chair Thomas MOVED to report HCS CS SB 220(FIN) out
of Commttee wth individual recommendations and the
acconpanyi ng fiscal notes.

HCS CS SB 220(FIN) was REPORTED out of Conmittee with a "do
pass" recommendation and with attached new fiscal inpact
note by the Departnent of Revenue, new zero note by the
Departnent of Transportation and Public Facilities, and
previously published fiscal notes: FN3 (DEC), FN 6 (DHS)
FN7 (CED), FN8 (CED, FN9 (REV), and FN11 ( ADM).

8:37:01 PM AT EASE
8:50:46 PM RECONVENE
#sb294

CS FOR SENATE BILL NO. 294(FIN)

"An Act anending the termnation date of the licensing
of sport fishing operators and sport fishing guides;
and providing for an effective date."

SENATOR LESI L MCGUI RE, SPONSOR, explained that SB 294 woul d
extend the Sport Fish Cuide License Program The program
required sport fish guides to maintain a mnimal |evel of
insurance and first aid training. The bill would also allow
for the collection and reporting of catch data, which would
benefits both comercial and sport fishernen alike. The
catch data collected as a result of the program was
inportant for the effective state nmanagenent of the
resource. She noted the inportance of the catch data when
figuring escapenent |evels. The Departnent of Fish and Gane
urged support of the bill. She added that, were the program
to sunset, a federal existed, however it was in the states
best interest to mmintain state nmanagenent.
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REPRESENTATI VE MARK NEUVAN comented that in 2009 the
programis efficiency had been inproved under the sunset
revi ew

8:55:11 PM

Co-Chair Stoltze clarified that the CS SB 294 (FIN)
LS1546\R was the CS currently being discussed in commttee.

Ms. McQuire stated that in the interest of conprom se, the
one year extension suggested by Representative Newran woul d
be acceptable. She hoped that over the interim continued
program efficienci es woul d be di scussed.

Co-Chair Stoltze MOVED to ADCOPT Conceptual Amendnent 1:
Page 1, line 9 follow ng "January 1,"
Del ete "2017"
| nsert "2012"
Renunber accordingly.
Co- Chair Hawker OBJECTED for the purpose of discussion.

Representati ve Doogan wondered if Legislative Budget and
Audit (LB&A) had offered information on the |egislation.
Co-Chair Stoltze stated that sunset clauses did not require
i nput from LB&A.

Representative Fairclough requested nore information on the
reason for the one year sunset. She voiced concern that the
recent sunset had been extended in order to end the "fish
wars" within the state. She wondered if tine and noney was
bei ng wasted on the issue.

Co-Chair Stoltze responded that there were still unresolved
i ssues pertaining to the industry and the sunset extension
woul d all ow for further resol ution.

Representative Austerman understood that the 1issue was
conplicated. He noted two different approaches suggested by
both bodies. He proposed that it wuld be wise to extend
the sunset another year, rather than allowing the bill to
die in conmttee.
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Co-Chair Hawker withdrew his OBJECTION to the amendnent.

There being no further OBJECTION, the Conceptual Anmendnent
1 was ADOPTED

Co-Chair Stoltze opened public testinony.

9:00: 25 PM

Co-Chair Stoltze closed public testinony.

Co- Chair Hawker infornmed the committee that the fiscal note
anticipated the board being extended through 2012, and
would need to be adjusted to reflect a board extension
t hrough 2011.

Representati ve Fai r cl ough mai nt ai ned conf usi on and
di sconfort with the one year extension of the sunset.

CHARLES SWANTOQN, DI RECTOR, DVISION OF SPORT FI SH,
DEPARTMENT OF FISH AND GAME, stated that the departnent
supported the bill with the one year extension.

Representati ve Austerman comrented that the |egislation was
a reflection of the anobunt of confidence the |egislature
had in the departnent and thought that the one year
extension was appropriate. He suggested that the program
shoul d be re-eval uated every year.

Senator McQuire stated that the declining fish stocks had
made for contentious discussions. She insisted the
departnment that had worked wth her to craft decent
legislation to manage the state's fish resource. She
pointed out that the departnment still used fish wheels to
ascertain stocks, and that the l|egislature should assist
t he departnment with funding for technol ogi cal upgrades.

Representative Gara interpreted that the departnent would
prefer a longer extension of the sunset, but would accept
t he one year rather than nothing.

9: 06: 37 PM

Representative Kelly opined that the Iimted anount of tine
left in the legislative session |imted extended conmttee
debate on the issue.
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Vi ce-Chair Thomas MOVED to report HCS CSSB 294(FIN) out of
Commi ttee W th i ndi vi dual recommendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so order ed.

HCS CSSB 294(FIN) was REPORTED out of Committee with “no
recommendation” and attached new fiscal note by the
Department of Fish and Gane.

AT EASE
9:14:15 PM RECONVENED

#sb221
CS FOR SENATE BILL NO. 221( EDC)

"An Act establishing an advisory task force on higher
education and career readiness in the |legislative
branch of governnment; and providing for an effective
date."

9:14:15 PM

Representative Gara MOWED to ADOPT Anendnent 4, 26-
LS1309\M 4, M schel, 4/16/10:

Page 3, line 13:
Del ete "$3, 000"
| nsert "$4, 000"

Page 3, following line 10:
Insert a new bill section to read:
"* Sec. 3. AS 14.43.415(b) is anended to read:

(b) The comm ssion may, if sufficient funding is
avail abl e, [SHALL] give an applicant eligible under
(a) of this section priority for a grant award if that
applicant is, or is about to be, enrolled in a program
of study that is preparatory for enploynment in an
occupation or profession for which the Departnment of
Labor and Workforce Devel opnment, or another workforce
data source selected as reliable by the conm ssion,
indicates there is a severe shortage of trained
i ndi vi dual s in this st ate. Addi tionally, t he
conmi ssion nmay give an applicant priority for a grant
award if that applicant has participated in a
secondary education program of study that can be
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denonstrated to the commission to be a predictor
success at the postsecondary education |evel for
program of study described in this subsection.
pur poses of this subsection,

(1) "occupation or profession” neans a job
for which specific postsecondary certification is a

prerequisite for entry-1level placenent;
(2) "severe shortage" nmeans a current

recurring job vacancy rate of 15 percent or greater,
as determ ned by the Department of Labor and Workforce
Devel opnent or by another workforce data source

determ ned reliable by the comm ssion.™
Renunber the followi ng bill sections accordingly.
Page 7, line 28:

Del ete "sec. 5"

| nsert "sec. 6"
Page 8, line 10:

Delete "secs. 1, 2, 5, 7, and 8"

| nsert "secs. 1, 2, 6, 8, and 9"
Page 13, line 3:

Del ete "Section 11"

| nsert "Section 12"
Page 13, |ine 4:

Del ete "Sections 3, 4, 6, and 8 - 11"

| nsert "Sections 4, 5, 7, and 9 - 12"
Page 13, line 6:

Del ete "sec. 13"

| nsert "sec. 14"

Co-Chair Stoltze OBJECTED for the purpose of discussion.
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Representative Gara explained that the amendnent woul d make
2 changes in Section 3 of the bill. The cap for needs based
grants for vocational technical schools and state higher
education would increase from $3,000 to $4,000. The second
change changes "shall" to "may" in Section 3, Line 8 A
fiscal note would need to be created to support the fisca

i npact of the anmendnent.

TIM LAWKI N, STAFF, SENATOR GARY STEVENS, noted that between
the two bodies a worthy conprom se had been established
concerning the legislation. He warned that the anendnent
coul d i npede the progress of the bill.

9:18: 52 PM
Representative Fairclough questioned Page 3, line 15. She
wondered if a change in the cap would limt the tine a

student could participate in the program

DI ANE BARRANS, EXECUTIVE DI RECTOR, POSTSECONDARY EDUCATI ON
COWM SSI ON, DEPARTMENT OF EDUCATI ON, thought the concern
was a valid.

Representati ve Doogan noted that the house had not weighed
in on any form of the bill, so there could be no existing
conprom se between bodi es on the |egislation.

Vice-Chair Thomas asked if the grant was limted to trade
schools. M. Lankin understood that the funds could be
applied to qualifying postsecondary educational facilities.
Ms. Barrans added qualifying schools were Pell grant
eligible schools; which included both vocational and
col | egi ate schools, but was not all enconpassing in Al aska.

Vi ce-Chair Thomas comented that the noney awarded by the
program was a snmall help, but that it was not significant
when considering the full cost of postsecondary educati on.

9:22: 55 PM

Representative Fairclough asked if, based on the funds
currently available for the program the program would be
adversely affected by the nunber of students receiving
funding. Ms. Barrans replied yes. Section 2 of the bill
would go into effect imediately and the pool of grant
applicants for the 2010-2011 year was already set. A rise

House Fi nance Conmmittee 54 04/ 16/ 10 10:47 A M



in the cap would limt the anpunt of students who could
recei ve funding.

Representative Fairclough thought that the raising of the
cap could be re-examned at another tine after the task
force had the chance to analyze the bill nore closely.

Representative Gara did not think that the change would
adversely affect students who had already applied for the
2010- 2011 year. He said a fiscal note would be witten to
fund the change. He urged agai nst del aying the cap raise.

Co- Chair Stoltze MAI NTAI NED hi s OBJECTI ON.

A roll call vote was taken on the notion.

| N FAVOR: Doogan, Foster, Gara, Sal non,

OPPCSED:  Aust er man, Fai rcl ough, Joul e, Kelly, Thomas
Stoltze, Hawker

The MOTI ON FAI LED (4-7).

9:29:18 PM

Representative Gara MOWED to ADOPT Anendnent 2, 26-
LS1309\M 2, M schel, 4/16/10:

Page 4, following line 25:

| nsert a new subsection to read:

"(c) Notw thstanding the requirenments under
(a)(3) and (4) of this section, the departnment shall
adopt, in regulation, alternative standards to the

curriculum and grade point average requirenents that
denonstrate preparedness for attendance at a qualified
postsecondary institution for an otherwise eligible
student. The standards may include m ninum scores for
a general education diploma and alternative curricul um
standards for vocational or other courses relating to
a postsecondary course of study."

Page 5, line 6, followng "regulation.":
Insert "The regulations nust allow for an extension of

time for a student who neets alternative eligibility
st andards adopted under AS 14.43.820(c).
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Co-Chair Stoltze OBJECTED for the purpose of discussion.

M. Lankin remnded the commttee that the reform effort
was a contract with students to perform a nore rigorous
curriculum He believed that Representative Gara had a
valid point, but stressed that the issue would be best
taken up by the task force.

Co-Chair Hawker voiced support for the departnent to
resolve the issue addressed by the anendnent and that the
amendnent was unnecessary.

Co- Chair Stoltze MAI NTAI NED hi s OBJECTI ON.

Aroll call vote was taken on the notion.

I N FAVOR: Doogan, Foster, Gara, Sal non

OPPCSED: Fai rcl ough, Joul e, Kelly, Thomas, Austernman,
Hawker, Stoltze

The MOTI ON FAI LED (4-7).

9:31:52 PM

Co- Chair Hawker MOVED to ADOPT Amendnent 3, 26-LS1309\M 3,
M schel, 4/16/10):

Page 4, line 26:
Del et e "Maxi num awar ds. (a) The maxi nunt
| nsert " Maxi mum annual awards. (a)The maxi mum
annual "

Page 7, line 9, follow ng "students":

| nsert "each year"

Co-Chair Stoltze OBJECTED for the purpose of discussion.

Co- Chair Hawker explained that the amendnent clarifies that
the award anount was an annual awar d, which was
acconplished by changing the preface to the section from
"maxi mum awards" to "maxi num annual awards". The second
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change clarified that the total nunmber of students that
woul d receive awards was 20.

Co-Chair Stoltze WTHDREW his OBJECTION. There being no
further OBJECTION, it was so ordered.

Co- Chair Hawker asked if any of the anendnents that had
passed had changed the fiscal notes. M. Barrans replied
no.

Co-Chair Hawker stated that the nobst significant fiscal
note was for the Alaska Commission on Postsecondary
Education (ACPE). He wondered if the cost |eading into 2015
was too high to be mintained. He felt that within two
budget cycles, the state could be back in a deficit. M.
Barrans replied that the state woul d be paying for success.

Co- Chair Hawker warned that the passage of large fiscal
notes during the session could lead to future deficits.

Representative Gara expressed frustration that the state
could spend $20 nmillion on a college aid program that was
not going to help student attend college. He believed that
for half the anmpbunt a program could have been devel oped
that would help those willing to go to college of job
training. He stressed that he had never seen a bill that
cost so much noney that was so inconplete and poorly
crafted. He opined that the state was one of 2 in the
nation that had refused to sign on to a national policy
towards bettering schools.

9:38:28 PM

Representative Joule asked about the establishnent of the
advi sory taskforce discussed in Section 11 of the bill. M.
Lankin replied that the task force was intentionally set up
to include nenbers with a background in education. The |ist
of nmenbers included a nunmber of institutions and agencies
within the state that were directly involved in the K-12
and postsecondary educational system Representative Joule
asked about the involvement of the Al aska Federation of
Natives (AFN). He shared that there were nany native
corporations that gave nillions of dollars annually for
schol arships. He asked if the president of the task force
woul d reach out to the native corporations, or if the only
native representation wuld be from AFN. M. Lankin
responded that concern for rural capacity on the task force
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had been discussed in education comrittees. In the interest
of mnimzing controversy, AFN seenmed to be the natural
choice as the rural voice on the task force. He believed
that, given the scholarships and vocational training
offered by native organizations in the state, AFN would
seek out a representative fromone of those organizations.

Representative Fairclough wondered if the organizations
listed for the task force had already agreed to
participate. M. Lankin said yes.

Representative Doogan questioned the effectiveness of a
task force conprised of nenbers who were part of a system
that was already failing. He wondered if there was better
pool to draw from He thought the Ilegislation had been
poorly crafted. He felt that under the |egislation noney
would not be given to students who really needed it. He
suggested that the problens faced by students in Al aska
were substantially different than in the lower 48. He felt
that the legislature had enbarked on a course that was
irreversi bl e and redundant.

9:45:14 PM

Vi ce-Chair Thomas pointed out to the conmttee that charter
schools, which were proving to be successful in the
education of students in the state, were not represented on
the advisory board list. He shared that as a young person
growing up in the state receiving a higher education had
been encouraged. He |anented that children in rural Al aska
could be denied the chance to apply for the scholarship
because of curriculum Ilimtations in smaller village
schools. He questioned the sincerity of the bill to help
students from all parts of the state and declared strong
opposition to the | egislation.

Representative Fairclough reiterated the concern that the
scholars program at UAS would be elimnated because of
di m ni shed general fund dollars as a result of the
| egi sl ati on. She thought that changes needed to be exani ned
within DOE in order for the legislation to be successful.

Representative Gara acknowl edged the hard work done on the

legislation. He reiterated his frustration regarding the
| egislative policy in the bill.
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Co- Chai r Stoltze acknow edged t hat nor e tinme and
information would be needed to craft a bill that pleased
all parties, and that the K-12 system in the state needed
i nprovenent. He appl auded the hard work that had been done
to craft the |egislation.

9:51:14 PM

Representative Kelly hoped the once a task force was
established, the nenbers would be nade aware of the
conmttee's concerns about an already failing education
systemin the state.

Co-Chair Stoltze WTHDREW his OBJECTION to adopting work
draft 26-LS1309\M as the working docunment. There being NO
OBJECTION, it was so ordered.

Co-Chair Hawker MOWED to report HCS CS SB 221(FIN),
anended, out of Conmittee with individual recommendations
and the acconpanying fiscal notes.

HCS CS SB 221(FIN) was REPORTED out of Conmittee with *“no
recommendation” and two new attached fiscal inpact note by
the Departnent of Education and Early Devel opnent and one
new fiscal inpact note by the Legislative Affairs Agency.

#sb309
CS FOR SENATE BILL NO. 309(FIN)

"An Act anending and extending the exploration and
devel opment incentive tax credit under the Al aska Net
Incone Tax Act for operators and working interest
owners directly engaged in the exploration for and
devel opnment of gas from a l|lease or property in the
state; relating to interest on certain underpaynents
or overpaynents of the oil and gas production tax;
providing a credit against the tax on the production
of oil and gas for drilling certain exploration wells
in the Cook Inlet sedinentary basin; relating to the
use of the oil and gas tax credit fund to purchase
certain tax credit certificates; providing for an
effective date by anmending the effective date for sec.
2, ch. 61, SLA 2003; and providing for an effective
date."

9:55:24 PM
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Senator Lesil MQuire stated that the bill had been vetted
in nmultiple commttees in both bodies. The Cook Inlet
region had been facing shortages of gas, the main
electrification nmethod in the area for the last 40 years

The gas was affordable because it was a bi-product of oi

drilling in the region. She cited a Petro technical
Resources of Alaska report which revealed that 187 oi

wells would need to be drilled between now and 2020; in
order to maintain supply and demand, and to avoid inporting
the product from Indonesia. She stated that due to a
provision put into place in 2003, under title 43 of the tax
code, the Gas Exploration and Devel opnent tax credit could
be used to incentivize conpanies. The tax credit applied to
all areas outside of the North Slope Borough. The bill
woul d allow for a qualified credit against corporate income
taxes for up to 25 percent of the corporations
expenditures, specifically in Cook Inlet exploration. She
stated that the Senate Finance Conmittee had agreed to
allow for the credit to be taken against 75 percent of the

tax liability for qualified expenditures. The bill would
also allow credits to be applied against exploration
efforts in existing known reservoirs. The bill included a

sunset extension, which had been noved back from 2017 to
2016 by the Senate Finance Conmittee. The origina
statutory frane work for the gas exploration and
devel opnent tax credit would have expired in 2013. The

second part of the bill allowed for three different
corporations to drill in the Cook Inlet area at different
per cent ages. Changes had been incorporated in the

production tax system with respect to ACES. Producers had
recommended the reduction of progressivity from .4 to .2.
The departnent would be allowed to waive interest on the
under paynent of taxes due to a retroactive regulation
change. The agreed upon rate was roughly 11 percent. The
bill would permit small explorers to sell their credits
back to the state w thout making an investnent equivalent
to the credits within 24 nonths. The change woul d have no
effect on the treasury, but would help ensure that the
benefits of the credits were going to small explorers.

10: 02: 35 PM

Senator McCQuire stressed that the intent of the |egislation
was to stinulate activity in Cook Inlet and the areas south
of 68 degrees, and to nmake nodifications in the ACES
structure. She thought that the current system hindered
devel opnent. For exanple, this year marked the first tine
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in 49 years that Conoco Phillips had not drilled an oil
well in the state.

10: 04: 46 PM

M. Pow owski referred to the sectional analysis:

Section 1 anends AS 43.20.043 (a) by increasing the gas
expl oration and devel opnent tax credit to 25% on
qualifies capital expenditures and annual costs
from 10% for investnents made after Decenber 31
20009.

Section 1 changed the gas exploration and devel opnent tax
credit under AS 43.20. The change was for corporate incone
taxes and not the production tax. Page 2, Line 16 and Line
18 illustrated the change in the taxed percentage.

Co- Chair Hawker requested confirmation that the |anguage of
the bill had previously vetted in commttee in HB 229.

M. Pow owski continued to Section 2:

Section 2 anmends AS 43.20.043 (b) to conformto the changes
made in section 1.

Section 2 was simlarly fromHB 229.

Section 3 anends AS 43.20.043 (c) to replace the 50% cap on
the application of the gas exploration and
devel opment tax credit against the Al aska Net
| nconme Tax with a cap of 75%

Section 4 anmends AS 43.20.043 (e) to ensure that the val ue
of a credit under AS 43.20.043 is passed through
to consuners in a rate base submtted to a
regul at ory agency.

Section 5 anends AS 43.20.043 (g) to clarify that if a
taxpayer &elects to take a credit under AS
43.20.043 the taxpayer may not also claim a tax
credit or royalty nodification under other
identified sections of Al aska |aw.

M. Pow owski explained that Section 3, Page 3, included
simlar |anguage from 229, but wth the change to the
percentage of taxpayer liability. Section 4 was an
amendnent to HB 229, and was neant to ensure that the
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benefits of a credit flow to the consuner. Section 5, Page
4, Lines 8- 16, clarified that if corporations elected to
take the 25 percent corporate incone tax credit, the
t axpayer would forgo the right to take other credits.

10: 08: 17 PM

Co-Chair Hawker clarified that the provision had been
rewitten for the sake of lucidity. M. Pow owski replied
in the affirmative.

M. Pow owski continued with the sectional analysis:

Section 6 anends AS 43.20.043 (i)(1) to allow a taxpayer to
claima credit under AS 43.20.043 for devel opnent
in an existing field and for an expenditure that
does not lead to production. Section 6 also
clarifies that topping plants, treatnent or
liquefied natural gas and other manufacturing
pl ants are not qualified expenditures.

Section 7 anmends AS 43.20.043 to clarify that a credit
under AS 43.20.043 may be taken in the year in
whi ch the expenditure is made or cost is accrued,
or in the follow ng tax year.

Section 8 amends AS 43.55.020 by adding a new subsection
that allows the departnent to waive interest on
the under paynent or over paynent of a tax
l[tability if the underpaynent or overpaynent was
due to a retroactive regul ati on change.

Section 9 anends AS 43.55.025 (a) to create a special
tiered exploration tax credit of 80, 90 or 100
percent of total exploration expenditures.

Section 10 anends AS 43.55.025 by adding a new
subsection (nm) to clarify that the special credit
established in section 10 is for the first three
unaffiliated wells drilled into the pre-Tertiary

strata in Cook Inlet using a jack-up drill rig.
Also caps credits; lesser of 100% credit or $25
mllion, lesser of 90% credit or $22.5 mllion;
| esser of 80% credit or $20.0 mllion. Only one
credit per person nmay not include cost to
construct or nmanufacture a jack-up rig and mnust
be for work perfornmed after June 30, 2010. | f
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exploration results in sustained production of
oil or gas, 50 percent of credit received shall
be repaid. Taxpayer obtaining credit in this
section may not claim credit under AS 43.55.023
or another provision in this section for the sane
expl oration expenditure. Provides definitions
for “jack-up rig”, “reservoir” and “sustained
production”.

M. Pow owski stated that Page 4, Section 6, included
| anguage from HB 229, redefining property as it related to
the qualified capital investnment. The bill allowed for a
credit for fields where there had al ready been di scovery of
gas, as the nost readily available areas that gas would be
found was in established gas fields. Page 5 reflected a
change made by the commttee in HB 229, renoving topping
pl ants, liquefied natural gas, or manufacturing plants from
the list of qualifying facilities. Section 7 contained
timng |anguage regulating when a taxpayer could elect to
take the credits. Section 8 marked the division of work
that was done in HB 229 and the governor's initiatives.
Page 5, Line 23 through Page 6, Line 20, was related to the
under or overpaynment of taxes due to retroactive regulation
change and the interest rate applied to the paynent.
Section 9 marked another diversion, and was originally
witten into SB 290, establishing a new tiered credit
system within the exploration incentive credit of 80, 90,
or 100 percent, or the |esser anount described in Section
10. Section 10, Page 7, Line 7, established that the first
3 unaffiliated persons that drill an off-shore exploration
well for the purpose of discovering oil and gas in Cook
Inlet, that penetrates at least 3,000 feet below the
Tertiary strata, would receive special credits. If the
exploration leads to a discovery, the value of 50 percent
of the credit would be repaid to the state.

M. Pow owski cited the sectional analysis:
Section 11 anends the wuncodified law related to the

carry forward of <credits accrued wunder AS
43. 20. 043 beyond the sunset date of the credit.

Section 12 repeals AS 43.55.028 (e) (2) and (e) (3)
which requires a small producer accessing the oil
and gas tax credit fund to nmke additional
expenditures within 24 nonths of claimng the
credit.
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Section 13 anends the uncodified law of the state of
Alaska to add transition |anguage for the changes
made in section 8.

Section 14 anends the uncodified law of the state of
Al aska to nake section 8 retroactive to January
1, 2006.

Section 15 anends the uncodified law of the state of

Al aska to conform the retroactive application of
regul ati ons under section 8 to other retroactive
regul ati ons issued by the departnent.

Section 16 extends the sunset of the tax credit under
AS 43.20.043 to 2016 from 2013.

Section 17 adds an effective date of July 1, 2010 for
section 12.

Section 18 adds an imediate effective date for al
sections other than section 17.

M. Pow owski stated that Section 12 would ensure that the
smal | producers could access the benefit of the credits as
they were designed. Section 13 was transition |anguage for
the changes made in Section 8 The sanme followed for
Sections 14 and 15. Section 16 was the sunset for the
corporate income tax. Section 17 was an effective date for
Section 12 of the bill, which was the repeal er section, and
needed to be different than Section 18, because the
repeal ers needed to be related to the fiscal year.

10: 13: 13 PM

Co-Chair Hawker informed the commttee that a significant
anount of the sectional analysis had been debated in
commttee under HB 229; except Section 8, which was a new
section from the governor. Sections 9 and 10 were new and
had not yet been vetted by the comm ttee.

SENATOR THOVAS WAGONER stated that the bill outlined the
exploration and drilling incentive in the anmount of 100,
90, and 80 percent, for three wells that would be drilled
off shore in Cook Inlet. The first well wuld be 100
percent of exploration expenditures, up to $25 mllion. The
second well would be 90 percent of exploration expenditures
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up to $22.5 mllion. The third well would be 80 percent

not to exceed $20 nillion. He wunderstood that in the
i ndustry, producers would share the cost of nobilization
and denobilization of the jack-up rig used by several
parties. It was required in the legislation that the wells
be dug by three, unaffiliated conpanies, in an effort to
spread the wells throughout the inlet. The Kitchens Unit
was 85 thousand square acres. Another unit was the old ARCO

Sunfish, which sits beneath the area ConocoPhillips was
currently producing gas out of. A clause was included in
the legislation stating; if producers nmake hydrocarbons

cormercially, 50 percent of the allowed exploration cost
woul d be paid back to the state.

10:17: 36 PM

Co- Chai r Hawker asked what was uni que about the jack up rig
that nade the use of it good public policy. Senator Wagoner
replied that the jack up rig was nobile. Stationary

platforns had Iimted drilling depth because the rigging on
them was not reinforced to allow for deeper drilling. He
explained that drillers were required to drill down to the

Cretaceous area and ideally into the Jurassic area. He
noted the success of the gas and oil production that had
occurred in the inlet but stressed that Cook Inlet had been
under expl or ed.

Co-Chair Hawker shared that the Alaska GOl and Gas
Conservation Commi ssion was eager to know what was at the
depths of the inlet. Senator Wagoner stated that geol ogists

mai ntai ned that there was an abundant source of oil in the
depths of the inlet. He added that XTO, a subsidiary of
ExxonMobi |, had been looking at drilling into the Jurassic

area of the inlet, but had not had support from its
corporate office. The proposed tax «credits would be
incentive for the corporate office of XTO to lend its
support to the endeavor.

10: 21: 13 PM

Representative Gara asked if the bill limted the nunber of
jack up rigs in the inlet. Senator Wgoner responded that
the state would incentivize the first three wells built by
unaffiliated people. He believed that nore than one jack up
rig would be unlikely. Two years ago, Escopeta Ol received
a waiver of the Jones Act for the transportation of the
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jack up rig in and out of the inlet. The waiver was stil
current.

Representative Gara queried the potential cost to the state
and remai ned unclear about the total nunber of wells that
woul d be incentivized. Senator Wagoner repeated that only
three wells would be incentivized.

Senator MQuire interjected that the cap was $67,500, 000
and included just the three wells.

Co-Chair Hawker pointed out to the conmittee that gross
exposure to the state was the $67,500,000, but provisions
witten into the bill would ensure the recovery of 50
percent of the expense.

10: 25: 16 PM

Co-Chair Hawker stated that sharing the exploration risk
should be the role of the state. Subsequently, if the
efforts were successful, the state should share in the
rewards, in addition to the ordinary royalty and tax

structure. He comended the philosophy behind the
| egi sl ati on.

Representative Joul e asked about the depths needed to reach
the Jurassic area. Senator Wagoner replied 20,000 feet and
below. He furthered that in areas of the inlet the basin
was shaped like a letter "U', which would allow for side
drilling and faster access to the Jurassic area.

10: 27: 31 PM

Co- Chai r Hawker opened public testinony.

PAT GALVIN, COW SSI ONER, DEPARTMENT OF REVENUE, testified
that the provisions in the bill that stem from the
adm nistration's tax credit bill were identified in the
sectional analysis. One was the elimnation of the current
requi renent of the denonstration of further investnent in
the state by the taxpayer in order to receive a state
purchase of a credit certificate. The change was benefi ci al
to new exploration ventures that were seeking partners,
primarily investors. The second provision would waive the
interest that would be calculated against an underpaynment
of taxes due solely to a retroactive application of a
regul ati on.

House Fi nance Conmmittee 66 04/ 16/ 10 10:47 A M



10: 31:48 PM

Comm ssioner Glvin stated that the departnment recognized
the value of providing the tax credits. The application of
the production tax system was varied because there were
different tax systens for the separate areas of Cook Inlet,
"Mddle Earth" (the area between Cook Inlet and the North
Slope), and the North Slope. The provision took the
existing credit programin the incone tax section that was
exclusive to gas exploration activity, and expanded it from
10 percent to 25 percent. The application was expended to
the existing units that had production, but were ripe for
exploration. Erecting a jack up rig in Cook Inlet had been
a goal of the state for over a decade. The upfront cost of
the project had been the barrier, and the state had been in
search of a funding source for the nobilization and
denobilization costs. There is no single intently wth
sufficient interest in exploration opportunities in Cook
Inlet to economcally justify the investnent. The bil
highlights the credits up front for perspective players,
whi ch could pave the way for a jack up rig in the inlet.
The state expects multiple years of wells to be drilled
from the rig once it was established in the inlet. The
$67, 500, 000 was the maxi mum anmount to be paid if each well
costs $25 mllion. Each well is not expected to cost $25
million, which would limt the states exposure. Mst of the
taxpayers would be able to wite between 45 and 65 percent
off of the state tax system

Co- Chair Hawker needed clarification on the jack-up credit.
He asked if the departnment was confortable placing sidebars
around the expenditures that would qualify for the credit.
Comm ssioner Glvin replied yes. He added that the credit
was built around the |law and used the existing definition
of eligible costs. The departnment was confortable that it
had defined eligible expenditures and the limts of the
st anpede credit.

10: 38: 05 PM

Representative Fairclough wondered if royalties in-kind
fromthe rigs could be stored for security in the event of
a state energency. She hoped that the issue could be
di scussed into the future.

10: 39: 27 PM
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Representative Gara asked if the jack up rig credit was
exclusive of other credits. Commssioner @Glvin replied
yes. Representative Gara asked if the |anguage of the bil
specified that the incone tax credit was also exclusive.
Comm ssioner Galvin responded in the affirmative.

Representative Gara commented that the state currently
charged a very mnimal tax, just 2 percent on the gross. He
expressed skepticism that it was the tax rate that was
hi ndering production in Cook Inlet. He asserted that the
gas in the inlet was difficult to find and that conpanied
woul d not explore until there was a utility ready to buy
new gas. How wondered how the tax rate change was a
notivating factor. Commi ssioner Galvin agreed that |ack of
drilling in the inlet was not exclusive to the economc
return for the driller. He said that within the inlet, the
system was inefficient, because the market was capped and
[imted and the available reserves had been exhausted. The
anount of investnment necessary to justify the next well was
significant. The <credits provided would bring down the
initial costs in order to justify the investnent for the
nonetary return provided by the nmarket. He said that the
production of Cook Inlet gas was not exclusively a revenue
source for state governnent, but an issue of providing
energy to the people of the area.

10: 47: 09 PM

ANDREE MCLEOD stated that on July 10, 2009, the state
awarded new oil and gas explorers $193 nillion. She queried
where the tax credits were. She stated that she had
requested the names of the 15 new oil and gas explorers
that had received the $193 mllion, and was told the
information was not available to the public. She asked the
public would be nmade privy as to where the noney from the
credits was goi ng.

Comm ssioner @Glvin replied that the request of the nanes
of the conpanies that received credits, and the anmount of
the credits awarded, was denied because the taxpayer
information was confidential. Her recent nodified request
for only the nanes would be considered after the Departnent
of Law had examned the extent of the confidentiality
provi sions under the tax | aw.
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Co- Chair Hawker stressed that individual taxpayer data was
confidential .

Co- Chair Hawker C osed public testinony.

Representative Gara referred to the expansion of the
corporate incone tax tax credit to 25 percent. A benefit
of the credit was that the well data was kept confidential.
He assumed that the Departnent of Natural Resources (DNR)
had resistance to providing state nobney and receiving nho
data. The data would be necessary in order to expand Cook
I nl et production. Commi ssioner Glvin replied that DNR was
not his departnent.

10: 53: 12 PM

Co-Chair Stoltze MOVED to ADOPT Anendnent 1, 26-LS1629\S. 1.
Bul | ock, 4/16/10, by request:

Page 7, lines 8-9:
Del ete "at |east 3,000 feet below the base of the
tertiary-aged strata"
Co- Chai r Hawker OBJECTED for the purpose of discussion.

M. Pol owski explained that the "3,000 feet" specificity
had been deenmed unnecessary.

Co- Chair Hawker WTHDREW his OBJECTION. There being no
further OBJECTION, it was so ordered.

Co- Chai r Hawker MOVED Amendnent 2 by request:
To Pages 8, line 24:

Del ete "2024 and insert "2020

Co-Chair Stoltze OBJECTED for the purpose of discussion.

M. Pol owski explained the sunset for the corporate incomne
tax credit in the original bill was 2020. The anendnment
woul d nmake the commensurate 4 year difference on Page 8,
Line 24 to the sunset change on Page 9, Line 15.
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10: 55: 46 PM

Representative Gara wondered if the corporate incone tax
credit had a sunset date. Representative MG@iire replied
the sunset date was 2017, with a carry forward neant to
sunset in 2024. Representative Gara asked if the 25 percent
credit would revert back to 10 percent in 2017, except for
the carry forward. M. Polowski believed that the credit
di sappeared entirely upon the sunset date.

Vice-Chair Thomas w thdrew his OBJECTION. There being no
further OBJECTI ON, Amendnent 2 was ADOPTED

10: 57: 16 PM

Representati ve Gara W THDREW Anendnent 4:
Page 4, line 6 follow ng "chapter":
| nsert"”;

(4) shal | agr ee, in witing, to the
applicable provisions of AS 43.55.025(f)(2) and shall
submt to the Departnent of Natural Resources all data that
woul d be required to be submtted under AS 43.55.025(f)(2)
for a credit under AS 43.55.025"

Co- Chair Hawker addressed the fiscal notes. Both reflected
zero fiscal inpact. Revenue projections were indeterm nate.
He wondered if an indetermnate expense fiscal note
existed. Comm ssioner Glvin said that there were no
expenditures to be noted on a fiscal note. Co-Chair Hawker
t hought that an indetermnate fiscal note would be needed
because the bill offered a credit that would need to be
accepted by another party. Comm ssioner Glvin stated that
the determ nation of potential credits was a revenue issue.
The department had not projected the expenditures of the
program into the future, and had decided to deem the
expenditures indetermnate for the tinme being.

Co-Chair Hawker said that the legislature was under no
obligation to add noney to 2011 budget as a result of
passi ng the | egislation.

Co-Chair Stoltze MOVED to REPORT SB 309 (FIN), 26-LS1629\S

as amended, from commttee with attached fiscal note and
i ndi vi dual recommendati ons.
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Representative Gara OBJECTED for the purpose of discussion

He pointed out to the commttee the provision on Page 4,
which originally was a new well credit designed for new
production in new wells. Not only was the credit being
expanded to 25 percent, but it was being expanded to be
used in fields and existing wells. He expressed concern
with the change in policy.

Representative Gara W THDREW hi s OBJECTI ON

There being no further OBJECTION, HCS CSSB 309(FIN), as
anended, was MOWED out of Committee wth individua
recommendati ons and t he acconpanying fiscal notes.

HCS CSSB 309(FIN) was REPORTED out of Conmittee with *“no
recommendation” and attached new indeterm nate note by the
Depart ment of Revenue and previously published fiscal note:
FN2 ( DNR) .

11: 02: 30 PM RECESSED
12:44: 12 AM RECONVENED

Co-Chair Stoltze noted that the anendment

#sb312
CS FOR SENATE BILL NO 312(FIN)

"An Act relating to the deposit of the proceeds of the
tax on ganbling operations aboard certain conmerci al
passenger vessels into the general fund; providing for
a reduction in the excise tax to $34.50 for a
passenger for each voyage on a comercial passenger
vessel; describing the passengers that are subject to
the excise tax and liable for the paynent of the tax;
providing for a reduction in the state excise tax
imposed on a passenger traveling on a conmmercial
passenger vessel by the anmount of tax on a passenger
traveling on a comercial passenger vessel inposed by
a municipality under a | aw enacted before Decenber 17,
2007; authorizing appropriations from the conmerci al
vessel passenger tax account to the first seven ports
of call in the state and for costs associated wth
commerci al passenger vessels and the passengers on
board; limting the use of funds appropriated fromthe
comer ci al passenger vessel t ax account to
expenditures related to port facilities, har bor
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i nfrastructure, ot her services provided to the
commercial passenger vessels and the passengers on
board those vessels and certain other purposes;
repealing the regional <cruise ship inmpact fund;
relating to the admnistration of the excise tax by
the Departnent of Revenue and regulations required to
be adopted; requiring a report from the Departnent of
Commer ce, Community, and Econom c Devel opnent relating
to safely and efficiently hosting passengers; defining
‘voyage' for purposes of the excise tax; relating to

muni cipal levies on a passenger on a conmmercial
passenger vessel; and providing for an effective
date."

12:51: 52 AM

Co-Chair Stoltze announced the beginning of the conmttee's
anmendnent process to the | egislation.

Vice-Chair Thomas MOVED to ADOCPT Conceptual Amendnent 1,
work draft 26-LS1633\ W

"An Act relating to the deposit of the proceeds of the tax
on ganbling operations aboard certain commercial passenger
vessels into a special fund wthin the commercial vessel
passenger tax account in the general fund; providing for a
reduction in the excise tax to $40 for a passenger for each
voyage on a commercial passenger vessel; describing the
passengers that are subject to the excise tax and liable
for the paynent of the tax; providing for a reduction in
the state excise tax inposed on a passenger traveling on a
commercial passenger vessel by the amount of tax on a
passenger traveling on a conmrercial passenger vesse

i nposed by certain municipalities under |aws enacted before

Decenber 17, 2006; authorizing appropriations from the
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commercial vessel passenger tax account to the first seven
ports of call in the state to certain other municipalities
and for costs associated with commercial passenger vessels
and the passengers on board; limting the use of funds
appropriated from the commercial passenger vessel tax
account to expenditures related to port facilities, harbor
infrastructure, other services provided to the comerci al
passenger vessels and the passengers on board those vessels
and certain other purposes; repealing the regional cruise
ship inpact fund; relating to the admnistration of the
excise tax by the Departnent of Revenue and regulations
required to be adopted; requiring a report from the
Departnent of Commerce, Community, and Econom c Devel opnent
relating to safely and efficiently hosting passengers;
defining 'voyage' for purposes of the excise tax; relating
to municipal levies on a passenger on a conmercial

passenger vessel; and providing for an effective date."
BE | T ENACTED BY THE LEAQ SLATURE OF THE STATE OF ALASKA:

* Section 1. AS 43.35.220 is anended to read:

Sec. 43.35.220. Disposition of receipts. The
proceeds from the tax on ganbling operations aboard
commercial passenger vessels in the state's narine
water shall be deposited in the conmmercial vessel
passenger ganbling fund within the comrercial vessel
passenger tax account (AS 43.52.230(a)) [A SPEC AL
"COMWERCI AL VESSEL PASSENGER TAX ACCOUNT" IN THE
GENERAL FUND .

* Sec. 2. AS 43.52.200 is anended to read:
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Sec. 43.52.200. Levy of excise tax on overnight
acconmodati ons on conmercial passenger vessels. There
is inposed an excise tax on passengers traveling
[ TRAVEL] on comercial passenger vessels providing
over ni ght accomodations that anchor or noor on [IN]
the state's nmarine water with the intent to allow
passengers to enbark or di senbark.

* Sec. 3. AS 43.52.210 is anended to read:

Sec. 43.52.210. Rate of tax. The tax inposed by
AS 43.52.200 - 43.52.295 is levied at a rate of $40
for [$46] a passenger for each [PER] voyage.

* Sec. 4. AS 43.52.220 is anmended to read:

Sec. 43.52.220. Liability for paynent of tax. A
passenger subj ect to[] TRAVELING ON A COWMERCI AL
PASSENGER VESSEL PROVI DI NG OVERNI GHT ACCOVMODATI ONS | N
STATE MARINE WATER IS LIABLE FOR] the excise tax
i nposed by AS 43.52.200 - 43.52.295 is liable for the
payment of the tax. The tax shall be collected from
the passenger [AND IS DUE AND PAYABLE TO THE
DEPARTVENT

(D] by the person who provides travel

aboard a commercial vessel and shall be paid to the
departnent [ FOR WHI CH THE TAX | S PAYABLE; AND
(2)] in the manner and at the tines

requi red by the departnment by regul ation.
* Sec. 5. AS 43.52.230(a) is anended to read:
(a) The proceeds from the tax inposed under
AS 43.52.200 - 43.52.295 [ON TRAVEL ON COMVERCI AL
PASSENGER VESSELS PROVI DI NG OVERNI GHT ACCOVMODATI ONS
IN THE STATE'S MARI NE WATER] shall be deposited in a

special "commercial vessel passenger tax account" in

the general fund. The |legislature my appropriate
money from this account for the purposes described in
(b) and (d) [(c)] of this section and in AS 43.52.250
[, FOR STATE-OWNED PORT AND HARBOR FACILITIES, OTHER
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SERVI CES TO PROPERLY PROVI DE FOR VESSEL OR WATERCRAFT
VISITS, TO ENHANCE THE SAFETY AND EFFICI ENCY OF
| NTERSTATE AND FOREI GN COMVERCE, AND SUCH OTHER LAWFUL
PURPOSES AS DETERM NED BY THE LEQ SLATURE] .

* Sec. 6. AS 43.52.230(b) is anended to read:

(b) For each voyage of a comrercial passenger
vessel [ PROVIDING OVERNI GHT  ACCOVMODATI ONS], t he
conm ssioner shall identify the first seven [FIVE]
ports of <call in the state and the nunber of
passengers subj ect to t he t ax i nposed under
AS 43.52.200 - 43.52.295 on board [THE VESSEL] at each
port of call. Subject to annual appropriation by the
| egi sl ature, the comm ssioner shall distribute to each
port of call $8 for each [$5 PER] passenger subject to
the tax inposed [ OF THE TAX REVENUE COLLECTED FROM THE
TAX LEVIED] wunder AS 43.52.200 - 43.52.295. |If the
port of call is a city located within a borough [NOT
OTHERW SE UNI FIED WTH THE BOROUGH], the comm ssioner
shall [, SUBJECT TO APPROPRI ATI ON BY THE LEG SLATURE, ]
distribute $4 for each [$2.50 PER] passenger to the
city and $4 [$2.50] to the borough. A city or borough
that receives a paynent [EACH PORT OF CALL RECEI VI NG
FUNDS] under this subsection [SECTION] shall use the
funds for [IN A MANNER CALCULATED TO | MPROVE] port
[AND HARBOR] facilities, harbor infrastructure, and
other services provided to the commercial passenger
vessels and the passengers on board those vessels [TO
PROPERLY PROVI DE FOR VESSEL OR WATERCRAFT VI SITS AND
TO ENHANCE THE SAFETY AND EFFI Cl ENCY OF | NTERSTATE AND
FOREI GN COMMVERCE] .

* Sec. 7. AS 43.52.230 is anended by adding a new
Subsection to read:

(d) In addition to making an appropriation for
the paynents described in (b) of this section, the
| egi sl ature nmay appropriate noney from the comrercia
vessel passenger tax account to projects that (1)
inprove port and harbor infrastructure, (2) provide
services to comercial passenger vessels and the
passengers onboard those vessels, (3) inprove the
safety and efficiency of the interstate and foreign
commerce activities in which the vessels and the
passengers onboard those vessels are engaged, or (4)
ot her | awful purposes.

* Sec. 8. AS 43.52.240 is anended to read:
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read:

Sec. 43. 52. 240. Adm ni strati on. [(a)] The
depart nment shal
(1) [ ADM Nl STER AS 43.52.200 - 43.52.295
AND
(2)] «collect [, SUPERVI SE,] and enforce the
coll ection of taxes due under AS 43.52.200 - 43.52.295
and penalties as provided in AS 43.05;
(2 I
(b) THE DEPARTMENT MAY] adopt regul ations
necessary for the admnistration of AS 43.52.200 -
43. 52.295; and
(3) subj ect to annual appropriation,
distribute the paynents described in AS 43.52.230(b)
and in 43.52. 250.
Sec. 9. AS 43.52.250 is repealed and reenacted to

Sec. 43.52.250. Local levies. (a) A nunicipality
that inposes and collects a tax, in any form on a
passenger traveling on a conmercial passenger vesse
under an ordi nance enacted by the nmunicipality before
Decenber 17, 2006, may not receive a distribution
under AS 43.52.230(b).

(b) Subject to appropriation and to (c) of this
section, a nunicipality that inposes and collects a
tax of less than $8 on a passenger traveling on a
comer ci al passenger vessel under an ordi nance enacted
before Decenber 17, 2006, nmay receive a distribution
from the comm ssioner equal to the difference between
$8 for each passenger and the anount of the municipa
tax inposed and collected for each passenger. If the
muni ci pal tax is reduced, the distribution from the

conmi ssi oner i ncreases accordingly, so that t he
conbi nation  of the state distribution and the
muni ci pal tax equals $8 for each passenger. If the

muni cipal tax is increased to $8 for each passenger or
nore, the municipality may not receive a distribution
under this subsection

(c) If the municipality that inposes and
collects the tax of Iless than $8 on a passenger
traveling on a conmercial passenger vessel under an
ordi nance enacted before Decenber 17, 2006, is a city
wi thin a borough, the comm ssioner shall distribute to
the borough in which the city is located $1 and
di stribute the balance of the anount cal cul ated under
(b) of this section to the city.

(d) The state tax inposed on a passenger by
AS 43.52.220 - 43.52.295 shall be reduced by the total
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anount of each tax on the passenger that was inposed

and collected by a nunicipality under an ordinance

adopted before Decenber 17, 2006. The anmount of the
reduction shall be based on the tax rate |evied under
each ordinance when it was first adopted, except that,
if a nmunicipality subsequently decreases its tax rate,
the amount of the reduction shall be based on the
decreased tax rate.

* Sec. 10. AS 43.52 is anmended by adding a new section

to read:

Sec. 43.52.260. Periodic report. The Departnent
of  Commerce, Comuni ty, and Economic Devel opnent
shall, every three years, prepare and submt to the
governor, the legislature, and the public a report
that addresses the projected needs of comunities to
safely and efficiently host passengers that pay taxes
under AS 43.52.200 - 43.52.295.

* Sec. 11. AS 43.52.295(4) is anended to read:
(4) "voyage" neans any trip or itinerary
| asting nore than 72 hours in the state.
* Sec. 12. AS 43.52.230(c) is repeal ed.
* Sec. 13. The uncodified law of the State of Alaska is
anended by adding a new section to read:

CONTI NGENT EFFECT OF SECS. 1 - 12 OF TH' S ACT. (a)
Sections 1 - 12 of this Act take effect only if the state
and the Alaska Cruise Association reach a settlenment in
Al aska Cruise Association v. @Glvin, Case Nunmber 3:09-cv-
00195-RRB (D. Al aska) before Cctober 31, 2010, t hat
di sposes of the case with prejudice.

(b) The attorney general shall notify the revisor of
statutes if a settlenent is reached as described in (a) of
this section.

* Sec. 14. 1f, under sec. 13 of this Act, secs. 1 - 12
of this Act take effect, they take effect October 31, 2010.

* Sec. 15. Section 13 of this Act takes effect
i medi at el y under AS 01.10.070(c).

Co-Chair Stoltze OBJECTED for the purpose of discussion.

Vi ce- Chair Thomas announced that he was the sole sponsor of
t he anmendnent .

PETER ECKLAND, STAFF, REPRESENTATIVE BILL THOVAS, stated
that the amendnent set the passenger head tax set at $40
per passenger with a l|local deduct of $15; $7 in Ketchikan
and $8 in Juneau. Ports that had a local tax were not
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eligible to also receive state tax dollars. The anendnent
created a ganbling sub fund, and set a flat rate of $8 per
port, per passenger. Under the amendnent, if a local tax
were to be lowered from $8 to $5, the amount deducted would
also be lowered by $3, in order to mmintain the $8 tax
across the board. Finally the contingent effect in the bill
states that the Attorney General nust notify the reviser of
statutes by OCctober 31, 2010, that the Alaska Cruise
Associ ation case had been dropped, with prejudice, in order
for the bill to go into effect.

Vi ce- Chair Thomas MOVED  Concept ual Amendmrent 1 to
Conceptual Amendnent 1 for CSSB 312:

Page 1, line 9

After: 17
Del ete: 2006
| nsert: 2007

Page 2, line 14-17

After: in
Delete all material
| nsert: the general fund.

Page 2, line 26

After: of
Del ete: $40
| nsert: $34.50

Page 4, line 31

After: 17
Del et e: 2006
| nsert: 2007

Page 5, line 4
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After: 17
Del et e: 2006
| nsert: 2007

Page 5, line 14

After: 17
Del et e: 2006
| nsert: 2007

Page 5, line 19

After: 17
Del ete: 2006
I nsert: 2007
*Legi slative Legal will do any and all other conform ng and

t echni cal anendnents.

KACI SCHROEDER- HOTCH, STAFF, REPRESENTATIVE BILL THOVAS
di scussed t he changes nade by the anendnent.

Representative Doogan OBJECTED for the purpose of
di scussi on.

Representative Doogan asked about the effect of changing
the 2006 to 2007 throughout the bill. M. Schreoder-Hotch
stated 2007 was the nobst recent date that the tax was in
pl ace for Juneau and Ket chi kan.

Represent ati ve Doogan W THDREW hi s OBJECTON

There being no further OBJECTIQON, Conceptual Anendnent 1
was ADOPTED.

Co-Chair Hawker noted for the record that a conformng

title amendnent would be needed due to the passage of the
conceptual anendnent to the conceptual anendment.
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Representative Gara clarified that the head tax was being
reduced from $46.50 to 34.50, and that each of the first 4
parts of call would receive $8, or the difference between
the local tax and $8. M. Eckland responded that the state
tax would be set at $34.50; with a deduct of $7 when the
vessel stopped in Ketchikan, and $8 dollars when the vessel
stopped in Juneau. Representative Gara understood that in
the case of Juneau and Ketchikan, the state would coll ect
$19.50, but for the next 5 ports the state would remt $8
per passenger. Overall, all ports would receive a total of
$8 per passenger.

12:54: 39 AM

Representative Gara reiterated that he did not support the
reduction of the head tax.

There being no further OBJECTION, Conceptual Amendnent 1,
to Conceptual Anmendnent 1, was ADOPTED.

12:56:47 AM

Representative Austerman offered Conceptual Anendnent 2, to
Conceptual Anmendnent 1, as anended:

Page 2, linesll through 17:
Del ete all materi al

Renunber the follow ng sections accordingly

Make conform ng title amendnent as necessary
Co-Chair Stoltze OBJECTED for the purpose of discussion.
Representati ve Austerman explained that under the current
law, the funds from ganbling noney went into the cruise
passenger fund, he felt that the fund should continue to do
so in order to support devel opnent around the state. He
noted that the funds should be used particularly for the
devel opnment of ports.
Representative Fairclough asked if the current anmount of

the cruise passenger fund was available. M. Eckland
believed it was between $5 and 6 mllion per year.

House Fi nance Conmmittee 80 04/ 16/ 10 10:47 A M



12:59:57 AM

Represent ati ve Doogan thought that the affect of Conceptual
Amendnent 1, to Conceptual Anendnent 1, changed the
| anguage to state that the funds would go to the genera
fund, and that Conceptual Anmendment 2, would put the funds
into the commerci al passenger vessel tax fund.

Representative Foster queried the need for a change in
whi ch fund the noney was distributed into.

1: 01: 11 AM

M. Eckland stated that the ganbling funds were general
fund revenues and could be used for any I|awful purpose
determned by the legislature. He believed the intent of
t he amendnment was to | eave the current law in place.

Representative Austernman stated that the current |[|aw
dictated that the proceeds from the tax on the ganbling
operations aboard conmerci al passenger vessels in the state
marine waters should be deposited in a special comercial
vessel passenger account in the general fund.

Representative Foster understood that the funds could not
be dedicated and that the |aw was a rem nder that the funds
were to be used for infrastructure related to cruise ships.
Co-Chair Stoltze W THDREW hi s OBJECTI ON

There being no further OBJECTION, Conceptual Anendnent 2
was ADOPTED

1: 03: 54 AM

Vice-Chair Thomas stated that the inpact of tourism was
equal for all conmmunities and that parity should be the end
result for all ports throughout the state. He pointed out
to the conmittee that the effective date would not allow
for the funds to fulfill the capital budget needs for this
year. He urged the reexam nation of the legislation in 2015
in order to distinguish its success. He said that the
regional inmpact fund was inportant for developing ports,
but that the fund was now enpty.

1: 07: 07 AM
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Co- Chair Hawker wanted to pass the legislation out with a
forthcomng fiscal note. He sensed that the |oss of revenue
woul d be neutral. He declared that with the return of the
$34.50 tax, the revenue reduction illustrated on the first
fiscal note to acconpany the original bill should be
honored. M. Eckland argued that nore noney would be
di stri buted, which changed the original fiscal note.

CHRIS POAG ASSI STANT ATTORNEY GENERAL, COWERCI AL/ FAIR
BUSI NESS SECTI ON, DEPARTMENT OF LAW stated that the fisca

note would remain the sane with the total of $22 mllion.
1: 08: 39 AM AT EASE
1: 23: 05 AM RECONVENED

Representative Austerman MOVED to RESCIND the action on
Conceptual Anmendnment 2. There being no OBJECTION it was so
or der ed.

Representative  Austerman MOVED to ADOPT  Conceptua
Amendnent 3:

Page 2, line 14 followng "in
Delete all material
Insert "the |arge passenger vessel gamng and
ganbling tax account”, which is established as a sub
account of the fund established in AS 43.52.230(a)
Co-Chair Stoltze OBJECTED for the purpose of discussion.
Co-Chair Stoltze W THDREW hi s OBJECTI O\
Representati ve Doogan pointed out to the commttee that the
word "the" needed to be added to the anendnent to read:
"the large passenger vessel gaming and ganbling tax
account", which is established as a sub account of the fund
established in AS 43.52.230(a).

Representative Fairclough asked if in the work draft

anendnent offered by Representative Thomas, page 2, line
14, the word "comercial"™ should be maintained or should it
be changed to "large", which was reflected in the

Conceptual Amendnent 3 offered by Representative Austernan.
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M. Poag stated that the ganbling tax proceeds specifically
used the term "l arge passenger vessel". In namng the sub
account the departnment used |anguage that was simlar to
| anguage found in tax statute.

There being no further OBJECTIQON, Conceptual Anendnent 3
was ADOPTED.

1: 27: 20 AM

Vice-Chair Thomas MOVED to REPORT CS SB 312(FIN), 26-
LS1633\P, as anended, out of commttee wth individual
recommendati ons and t he acconpanyi ng fiscal notes.

Co- Chai r Hawker OBJECTED for the purpose of discussion.

HCS CSSB 312(FIN) was REPORTED out of Committee with “no
recommendati on” and attached new fiscal inpact note by the
Department of Revenue and previously published fiscal note:
FN2 ( CED).

#sb32
CS FOR SENATE BILL NO 32(FIN)

"An Act relating to nedical assistance paynents for
home and conmunity-based services and provision of
personal care services in a recipient's hone; and
providing for an effective date."

CSSB 32(FIN) was SCHEDULED but not HEARD

#sb139
CS FOR SENATE BILL NO. 139(FIN)

"An Act establishing an enploynent incentive program
for certain health care professionals enployed in the
state; and providing for an effective date."

CSSB 139(FIN) was SCHEDULED but not HEARD

#sb174
CS FOR SENATE BILL NO. 174(FIN)

"An Act relating to the Al aska scholars program
adm ni stered by the Board of Regents of the University
of Alaska and to scholarship information; repealing
provi si ons rel at ed to Uni versity of Al aska
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schol arships; relating to the Al askAdvantage Education
Grant Program and relating to professional student
exchange program availability; and relating to
exenptions from the conditions for |oan repaynent
under the nedical education program"”

CSSB 174(FIN) was SCHEDULED but not HEARD.

#sb237
CS FOR SENATE BILL NO 237(FIN)

"An Act establishing a formula and a fund for schoo
construction grant funding for regional educational
att endance ar eas; ext endi ng t he deadl i ne for
aut hori zing school construction debt reinbursed by the
state; and requiring a report from the comm ssioner of
revenue. "

CSSB 237(FIN) was SCHEDULED but not HEARD.

#
ADJ OURNVENT

The neeting was adjourned at 1:29 AM
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