HOUSE FI NANCE COW TTEE
April 17, 2010
5:22 p.m

5:22:38 PM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmmittee neeting
to order at 5:22 p.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

Janmes Arnstrong, Staff, Co-Chair Bill Stoltze; Sara Fisher-
Goad, Deputy Director, Qper ati ons, Al aska I ndustri al
Devel opnent and Export Authority and Al aska Energy
Authority (AEA), Departnment of Commerce, Comunity and
Econom ¢  Devel opnent ; Craig Tillery, Deputy Attorney
Ceneral , G vil Di vi si on, Depart ment of Law; Thomas
Qoerneyer, Staff, Senator Bettye Davis; Jono Stewart,
Staff, Senator Kevin Myer and Co-Committee Aide, Senate
Education Commttee; Weston Eiler, Staff, Senator Bert
St edman; Ben Milligan, Staff, Co-Chair Bill Stoltze;
Senator Hollis French; John Bitney, Staff, Representative
John Harris; Eddy Jeans, Director, School Finances and
Facilities, Departnent of Education and Early Devel opnent;
Jay Livey, Staff, Senator Lyman Hoffman, Sponsor.
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SUMVARY
SB 24 LOU S M LLER BRI DGE

SB 24 was REPORTED out of Conmittee with a "do
pass" reconmmendation and with attached new fi scal
inpact note by the Departnent of Transportation
and Public Facilities.

SB 25 Rl CHARD DEVEY DUVALL FERRY TERM NAL

SB 25 was REPORTED out of Committee with a "do
pass” recomrendation and with attached new fi scal
i npact note by the Departnent of Transportation
and Public Facilities.

CS SB 32(FIN)
MEDI CAl D:  HOVE/ COMMUNI TY BASED SERVI CES

CSSB 32(FIN) was SCHEDULED but not HEARD.

CS SB 230(FI N)
MEDI CAl D: HOVE/ COMMUNI TY BASED SERVI CES

HCS CSSB 230(FIN) was REPORTED out of Committee
with a "do pass" recommendati on.

CS SB 236( EDQ)
TAX CREDI TS FOR EDUCATI ONAL CONTRI BUTI ONS

HCS CSSB 236(FIN) was REPORTED out of Committee
with “no recomnmendation” and attached previously
publ i shed fiscal note: FN1 (REV).

CS SB 237(FIN)
SCHOOL CONSTRUCTI ON DEBT REI MBURSEMENT

HCS CSSB 237 was REPORTED out of Conmittee with a
"do pass" recomendation and wth tw new
attached fiscal inpact notes by the Departnent of
Educati on and Early Devel opnent.

SB 238 MEDI CAl D FOR MEDI CAL & | NTERVEDI ATE CARE
SB 238 was REPORTED out of Conmmittee with a "do

pass” reconmmendation and with attached previously
publ i shed fiscal note: FN1 (DHS).
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SB 246 | NCREASI NG NUMBER OF SUPERI OR CT JUDGES
SB 246 was SCHEDULED but not HEARD

CS SB 284(FIN)
CAMPAI GN' EXPENDI TURES

HCS CSSB 284(FIN) was REPORTED out of Committee
with “no recommendation” and attached previously
publ i shed fiscal notes: FN1 (GOV), FN2 (ADM .

5:23:59 PM AT EASE
5:26:12 PM RECONVENED
#sb230

CS FOR SENATE BILL NO. 230(FIN)

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

5:26:12 PM

Vice-Chair Thonmas MWED to ADOPT HCSSB 230(FIN) (26-
GS2824\ M Kane, 4/17/10) as a working docunent before the
comittee. There being no OBJECTI ON, the committee
substitute was ADOPTED

JAMES ARMBTRONG STAFF, CO CHAIR BILL STOLTZE, provided a
secti onal overview of the CS

» Sections 1 through 3: governor’s supplenental/capita
put into the current version at $122, 224, 900

e Sections 4 through 6 (page 8 through 16): governor’s
def erred mai ntenance at $118, 420, 000

e Sections 7 through 9 (pages 17 to 60): governor’s
portion of the regular <capital budget totaling
$1, 685, 162, 600

e Sections 10 through 12: grants to nunicipalities and
uni ncorporated communities totaling $466, 293, 300

e Sections 13 to 15 (pages 114 to 147): grants to the
named recipients totaling $138, 982, 900
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e Sections 16 through 18 (pages 148 to 152): cruise ship
revenue-funded projects at $49, 525, 000

e Sections 19 through 21 (HB 424, <currently in the
Senate): educati on gener al obl i gation bonds
appropriations totaling $397, 200, 000

e Sections 22 through 62 (pages 157 to 175): the
| anguage portion of the bill

M. Arnstrong noted that $10,766,400 worth of operating
budget itenms were distributed throughout the bill.

M. Arnstrong listed total spending by category:

e General funds: $1, 406, 939, 400

e O her state funds: $554, 595, 200
 Federal funding: $1, 027,040, 400
e Total funds: $2,998, 575, 000

M. Arnstrong renmnded the commttee that nunmber changes
had been di scussed the night before and that there were two
additional changes. One was an intent |anguage change by
M. Carpenter on a project in Sitka, to which the other
body agreed. Another $250,000 appropriation for a Kachenmak
Bay project was grouped with other university projects.

5:31: 21 PM

M. Arnmstrong detailed changes to the |anguage section in
the conm ttee substitute:

» Page 159, lines 12-17: Lease sales in the past couple
of days generated NPR-A revenues; an anendment adds
technically correct |anguage.

e Page 161, lines 28-31: As per the Senate and the
Department of Revenue (DOR), $4,766,400 was stripped
out of HB 424 (Education G O Bond Bill); funding
related to the bonds was put into the CS.

Representati ve Doogan verified that the item woul d becone a
general fund appropriation. M. Arnmstrong responded that he
was correct, contingent upon passage in Novenber

M. Arnstrong continued:

e Page 162, lines 2-14: Intent |anguage related to the
Department of Transportation and Public Facilities
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(DOT/ PF) ferry purchase. He noted that the Senate had
wor ked with DOT/PF regarding the item the |anguage is
conprom se | anguage.

Co-Chair Stoltze elaborated that the |anguage was intended
to increase the Ilikelihood that the ferry would be
constructed in the state of Al aska.

5:34: 31 PM

M. Arnstrong continued:

* Section 37, lines 24-29 (Page 163): New section
dealing with in-state gasline provisions; the inserted
| anguage was developed with the Finance Commttee’s
co-chairs and the Speaker’s office.

Co-Chair Stoltze acknow edged Co-Chair Hawker’s work on the
item

Representative Gara asked whether the section was for $8.2
mllion for the in-state gasline project. He referred to
other legislation (by Representative Chenault) with a $10
mllion fiscal note and wondered if that was in addition to
the amobunt in the capital budget.

Co-Chair Hawker clarified that the two appropriations (the
entire Section 37) on page 174 were contingent on the
failure of the |egislation.

M. Arnstrong continued with |anguage changes, noting that
t he next sections were standard district re-appropriations:

» Page 173, lines 21 to page 174, through line 19: Re-
appropriation of the legislature s |apsing funds.

e Lines 21-26, Section 55(a): $2.2 nmillion for various
renovations and repairs to legislative buildings and
facilities.

e Section 55(b): Re-appropriation to the Legislative
Counci | to conduct an i ndependent, third-party,
scientific, and nulti-disciplinary study of t he
potential for a large line developnent in Bristol Bay
drai nage, not to exceed $750, 000.

e Section 55(c): Request from the Minicipality of
Anchorage to the Legislative Budget and Audit
Commi ttee for an el ectrical power pr ocur enent
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practices study and design, not to exceed $800, 000. He
noted the item was a late request and that the
Anchorage Metropolitan Area Transportation  Study
(AMATS) increnent in the nunbers section of the
capi tal budget had been reduced by the sane anount.

e Section 55(d): Puts the remaining balance of whatever
is left over in the legislative accounts into the
budget reserve fund.

e Section 55(e): $750,000 to the Departnent of Comrerce,
Community, and Economc Developnent to deal wth
Endanger ed Species Act (ESA) issues.

e Page 160, lines 18-30: A general fund appropriation to
the bond bank to issue a 1 percent, 15-year note to
the City of Galena to help cover financial needs. He
noted that Devon Mtchell (Al aska Muinicipal Bond Bank
Authority, DOR) had witten a letter of support for
the item

5:39:49 PM

Vi ce-Chair Thomas queried contingency |anguage on |ine 174.
M. Arnmstrong responded that the |anguage applied to
various bills in the event t hat they passed the
| egi sl ature. For exanple, contingency |anguage on page 175
related to the bond bank stipulates that the appropriation
made in Section 30(a) is contingent upon an agreenment being
reached between the Al aska Minicipal Bond Bank Authority
and the City of Galena that the loan is secured by the city
and is subject to state aid intercept provisions (AS
44.85. 170).

Co-Chair Stoltze referred to passenger vessel provisions.

Co-Chair Stoltze introduced anendnments to the bill. He
informed the committee that he would not offer Anmendnent 1
at that tinme but still had it ready in the event that there

was positive progress on the Alaska Crine Lab |egislation
The anmendnment woul d provide the appropriate |anguage in the
capital budget related to the item

Co-Chair Stoltze noted that he would not offer Amendnent 2
but that it would al so be hel d.

Co-Chai r Stoltze MOVED to ADOPT Anendnent 3 (26-
LS8005\ A. 69, Kane, 4/17/10):
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*Sec. A. FUND TRANSFER The proceeds fromthe sale
of loans by the Alaska Energy Authority to the Al aska
| ndustrial Devel opnment Authority under a menorandum of
under st andi ng dated February 17, 2010, estimated to be
$20, 600, 000, are appropriated to the power project fund
(AS 42.45.010).

*Sec. B. CONTINGENCY. The appropriation made in
sec. A of this Act is contingent on passage by the
Twenty-Sixth Alaska State Legislature and enactnent
into |l aw of a version of SB 301.

*Sec. C. LAPSE. The appropriation nmade in sec. A
of this Act is for the capitalization of a fund and
does not | apse.

Co- Chair Hawker OBJECTED for di scussi on.

M. Arnmstrong noted that the anmendnent represented a late
request from the Al aska Industrial Developnent and Export
Authority (AIDEA). A fund transfer appropriation would be
needed for SB 301 if it passed.

5:42: 59 PM

SARA  FI SHER- GOAD, DEPUTY DI RECTOR, OPERATI ONS, ALASKA
| NDUSTRI AL DEVELOPMENT  AND EXPORT AUTHORI TY AND ALASKA
ENERGY AUTHORI TY (AEA), DEPARTMENT OF COMVERCE, COVMUNITY
AND ECONOM C DEVELOPMENT, explained that after SB 301 had
passed the House Finance Committee, Legislative Legal
Servi ces suggested that an appropriation would be necessary
to allow proceeds to be deposited into the Power Project
Fund. She informed the commttee that an anendnent had been
offered in the House Rules Committee to clarify the issue.
The bill passed and was concurred in the Senate, so the
| anguage added by Anmendnent 3 woul d be required.

Co-Chair Hawker REMOVED his OBJECTION. There being no
further objection, Amendnent 3 was ADOPTED.

Co-Chair Stoltze MOVED to ADOPT Anendment 4:

On Page 131

I nsert after |ines 28-30:

It is the intent of the legislature that operational
information wll be shared wth other Rai | bel t
utilities in an effort to better wunderstand the
impacts of non-firm renewable sources of energy on
the Railbelt grid.

Co- Chair Hawker OBJECTED for di scussion.
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M. Arnstrong directed attention to page 131, lines 28
through 30 in the nunbers section and explained that the
anmendnent would insert intent I|anguage to clarify that
operational information would be shared with other Railbelt
utilities in an effort to better understand the inpacts of
non-firm renewabl e sources of energy on the Railbelt grid.

Representati ve Doogan queried the neaning of “non-firm?”
Representative Kelly explained that “firm power” was the
commitrment by the utility to keep the lights on 24 hours
per day, seven days per week; the specified location is
counted as part of the capacity of the utility. “Non-firnf
means the utility would give power when it was able but
woul d not reserve capacity specifically for the specified
| ocati on.

5:45:55 PM

Co-Chair Hawker REMOVED his OBJECTION. There being no
further objection, Amendnent 4 was ADOPTED.

Representative Kelly MOVED to ADOPT Conceptual Anendnent 5:

Page 166, Line 28 follow ng “project”

| nsert:

“and the Fairbanks North Star Borough Library Fiber
Optic project”

Co-Chair Stoltze OBJECTED for discussion.

Representative Kelly explained that the anmendnent would
allow the expansion of the use of the existing
appropriation for the Birch H Il Disaster Comunications
Project (page 166, line 28) to include the Fairbanks North
Star Borough Library Fiber Optic project. He detailed that
the library is running out of bandw dth.

Co-Chair Stoltze REMOVED his OBJECTION. There being no
further objection, Conceptual Amendment 5 was ADOPTED.

Representative Kelly noved Anendnent 6 (26-GS2824\T. 4,
Kane, 4/17/10):

Page 158, following |ine 24:
| nsert a new subsection to read:
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“(c) The sum of $2,000,000 is appropriated from
the general fund to the Departnment of Comrerce,
Community, and Econom ¢ Devel opnent for paynent as a
grant under AS 37.05.316 to the Al aska Travel Industry
Associ ation to finance a national television canpaign
to pronote Al aska and increase the nunber of visitors
to Alaska for the fiscal year ending June 30, 2011.~

Co-Chair Stoltze OBIJECTED for discussion

Representative Kelly explained that the travel industry had
made a request to take its funding of nearly $20 million
t hrough various nechanisns; changes made in the Senate
i ncluded about $5 mllion funds added. The anendment woul d
add another $2 mllion funds to help the struggling
industry. He hoped that a longer-term solution would be
found in the comng | egislative session.

Co-Chair Stoltze noted that the item was a one-tine
appropriation.

5:49:59 PM

Representati ve Doogan queried the total for appropriations
to the travel industry. Representative Kelly replied that
the total was currently $9 mllion through the vehicle
rental tax plus another $5 on top; the amendment would
bring the total to $16 mllion.

Representati ve Doogan stated that he did not support the
addi tional increnent and would vote against the anmendnent.
He had not heard from the travel industry about the item
He had watched the amount grow from less than $10 mllion
to $16 mllion w thout any information about what the noney
woul d be used for.

Representative Gara spoke against the anendnent. He pointed
out that the legislature had given the travel industry $9
mllion the previous year. Before the anmendnent, the anount
was up to $14 mllion, a 50 percent increase. He believed
the $9 million had been up from$5 nmillion a few years ago.
He was concerned that state noney keeps increasing while
contributions fromthe nenbership did not.

Representative Gara continued that in other states, the

industry contributed a state tax and got a tax credit
towards contributing to marketing. In Al aska, there is no
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state tax on nost tourism operators, except for the biggest
ones. He called the noney a “state handout” and questi oned
the match between industry and the state.

5:53:10 PM

Representative Fairclough noted a possible technical
probl em the amendnent was nmade from anot her version of the
bill, making the nunbering wong; the amendnent should say
“page 161, following line 12.” Co-Chair Stoltze agreed the
t echni cal change shoul d be nmade.

Vice-Chair Thomas expressed mxed feelings about the
anmendnent because of the way the fishing industry had been
treated. He maintained that the fishing industry paid $9.5
mllion self-assessnent for marketing and gets $2.5 mllion
from the state. He pointed out that the fishing industry
had to fight to get $1 million in additional funds into the
budget, and the anmount had been cut. He expressed
di sappointnent. He referred to past discussions about
taxes. He stated that the fishing industry was self-
sustaining, has a fishermen’s fund, and assesses 7 percent
of its gross for narketing and enhancenent. He asserted
that the tourismindustry should do the sane.

Vice-Chair Thonas recalled that when the salnon industry
was struggling, it created the salnon task force and worked
to remedy the situation. The salnon production tax was
intended to help the industry work its way to solvency. He
commented that the Alaska tourism industry had harned the
fishing industry with a stand on the halibut fishery the
previ ous year; 1,700 Southeastern fishermen went from 100
percent quota to 40 percent, a net loss of over $30 mllion
per year. He requested that when the tourism industry
markets itself, it should not harm another Al askan
i ndustry. He argued that the response would have been very
strong if they had gone after the oil industry.

Vice-Chair Thomas reported that he expected to see an
additional $3 mllion or $4 mllion contribution back to
the state.

Representative Kelly comrended the Al aska Seaf ood Marketing

Institute (ASM) but stressed the need for nore help for
tourism He believed the state should hel p.
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Vi ce-Chair Thonas spoke further to struggles in the halibut
i ndustry, describing his quota and incone. He had gone from
$105,000 to $35,000. He stressed the enormty of the inpact
on fishernen.

Representative Austerman stated that he would support the
increnent, even though it went against his inclination. He
noted that he had nmade argument in the past regarding the
total the state put into ASM as conpared to how nuch it
put into the tourism industry. He wanted parity. He
acknow edged that both industries were inportant to
Al aska’s econony. He argued that he had difficulty
increasing tourism marketing dollars wthout increasing
seaf ood marketing doll ars.

Representative Austerman informed the commttee that he had
spent four years working for a past governor as a fishery

policy advisor. During that tinme, he was handed $50 million
to bring the salnon industry out of the economc slunp it
was in. As an illustration, the industry was getting $0.05

and $0.06 per pound for pink salnmon, conpared to $0.35 to
$0.40 per pound that it had gotten in the past. He
enphasi zed that the $50 mllion was federal dollars, and it
effectively brought the industry back, largely through
mar keti ng. He thought spending the noney could get results.
However, there would not be the sane kind of noney
avai lable from the federal governnent to help the tourism
industry recover. He had westled with the issue, but
believed state dollars were necessary. He was still opposed
to noving the appropriation to the industry itself.

Representative Austerman stated that he wanted a narketing
plan for the state that pronotes tourism and seafood as
well as other homegrown products and markets Alaska as a
place to cone to and do business. He hoped the Finance
Conmittee would acknowl edge the need for a marketing
program for all aspects of Al aska.

6: 03: 37 PM

Representative Joule told the comrmittee that he would
support the anendnent. He had grown up in Kotzebue
observing tourism He had then resided at the University of
Alaska and worked as a tour guide to pay his way to
college. He reported that his children volunteered for
tourism work and got jobs in the industry when they could
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legally work. However, there are no nore tourists in the
ar ea.

Representative Joule thought the increnment would help in
pl aces where people are struggling. He pointed out that the
i ndustry had been asked to come up with different ways of
rai sing funds, and they had, but the legislature was not
ready to go the route proposed. He acknow edged the
concerns stated and believed Al aska should be a destination
mar ket .

Representative Kelly pointed out that there was a natch on
the increment of $2.7 mllion.

6: 07: 09 PM

Representative Gara asked whether the match was included in
the total.

Represent ati ve Doogan MAI NTAI NED hi s OBJECTI ON.

Aroll call vote was taken on the notion.

I N FAVOR: Joul e, Kel |y, Sal non, Thonas, Aust er man,
Faircl ough, Foster, Hawker, Stoltze

OPPOSED: Gara, Doogan

The MOTI ON PASSED (9-2). Anendnent 6 was ADOPTED.

6: 08: 27 PM AT EASE
6:35:32 PM RECONVENED

Co-Chair Stoltze MOED to ADOPT Anendnent 2a (26-
LS8005\ A. 70, Kane, 4/17/10):

*Sec. A DEPARTMENT OF LAW (a) The anount
necessary for the purpose, not to exceed $12, 443, 959,
is appropriated from the general fund to the
Department of Law to pay the principal of the award of
damages entered against the state in Donald H
Carlson, et al. v. State, Commercial Fisheries Entry
Comm ssion, 3 AN-84-5790 G vil (Anchorage Superior
Court).

(b) The amount necessary for the purpose, not to
exceed $7,029, is appropriated from the general fund
to the Departnent of Law to pay the costs entered
against the state in Donald H Carlson, et al. .
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State, Commercial Fisheries Entry Conmm ssion, 3 AN 84-
5790 Civil (Anchorage Superior Court).

(c) The anmount necessary for the purpose, not to
exceed $7,482,569.73, is appropriated from the general
fund to the Departnent of Law, to pay the award of
attorney fees entered against the state in Donald H
Carlson, et al. v. State, Commercial Fisheries Entry
Conmi ssion, 3 AN-84-5790 Civil (Anchorage Superior
Court).

(d) The ampunt necessary for the purpose, not to
exceed $62,356,738, is appropriated from the general
fund to the Departnment of Law, to pay the interest on
the principal of the award of danmages entered agai nst
the state in Donald H Carlson, et al. v. State,
Commercial Fisheries Entry Conmmission, 3 AN 84-5790
Cvil (Anchorage Superior Court).

(e) If the anpbunt available for appropriation
from the general fund is insufficient to fully fund

the appropriations made in (a) — (d) of this section,
the amount necessary to fully fund any of the
appropriations made in (a) - (d) of this section is

appropriated from the budget reserve fund (AS
37.05.540) to the Departnment of Law for the purpose
speci fi ed.

(f) It is the intent of the legislature that the
Departnment of Law adm nister the appropriations nmade
in this section in a manner that mninmzes their
expendi t ure.

*Sec. B. LAPSE. The appropriations made in sec. A
of this Act |apse June 30, 2014.

*Sec. C. Section A of this Act takes effect
i mredi ately under AS 01.10.070(c).

Co- Chair Hawker OBJECTED for di scussion.

Co-Chair Stoltze explained that the anendnent was a fairly
|arge appropriation related to the on-going Carlson
[itigation.

CRAIG TILLERY, DEPUTY ATTORNEY GENERAL, CIVIL DI VI SON,
DEPARTMENT OF LAW provided a brief overview of the Carlson
case. The Jlawsuit began in 1984 as a challenge to
| egislation that charged comrercial non-resident fisherman
three times nore than residents for entry permts and crew
licenses. The case has been to the state suprene court and
is currently there for the fifth time. Four previous
deci sions have found that sone surcharge to non-resident
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cormmercial fishernmen is permssible, but the surcharges
have to be justified by calculating the resident’s per-

capita contribution to the budget. It was also found that
the differential calculation does not have to be exact; a
50 percent nmargin above the actual differenti al IS

al l owabl e on non-resident fees. Cass nenbers are entitled
to refunds for paynents in excess of the allowable
differential. Mst inportant for the current discussion,
the interest provided under the state revenue code statutes
was applied so that on the clainms arising from 1984 through
2004, interest accrues at an average of just over 11
per cent conpounded quarterly.

M. Tillery informed the commttee that on March 22, 2010,
Judge M chal ski entered a final judgment on the Carlson
case in the amount of $82,290,295. The anount is broken
down as foll ows:

Principle: $12.44 nmillion
Prejudgnent interest: $62.35 mllion
Attorney’s fees: $7.48 nmillion
Costs: $7,000

M. Tillery continued that wunder an adm nistration plan
that had been adopted, when the nobney was appropriated it
was to be paid into a refund trust account adm nistered by
a private conpany. The trust account is owned by the class
but subject to the continuing jurisdiction of the court.
Money under the original plan could not be distributed from
the trust account until there was a final judgnent and the
money had been deposited in the account. The plan
originally provided that if the judgnent was paid in ful
in the account by May 14 [2010], interest would be staid as
of January 31, 2010. Because interest accrues at a little
over $20,000 a day, the incentive was significant.

(6:39: 35)

M. Tillery continued that the state had recently appeal ed
the final judgment on two grounds. First, the notion that
the interest was «correctly calculated at 11 percent
conpounded quarterly was directly challenged; the state has
argued that there should be no interest and that if there
is interest it should be at the normal prejudgnent rate.
Second, the state has challenged the very large attorney’s
fees award primarily because the award was based on a
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percentage under Rule 82; the state believes the
substantial increase in the fees is not justified.

M. Tillery stated that as required by AS 09.52.70, the
state has submtted an appropriation to the legislature for
the full anount of the judgnent broken into the individua
conponents. He added that the state had requested that the
appeal be expedited. There was sone objection; nediation
resulted in agreenent that the refund adm nistration plan
would be nodified to provide that the interest would not
accrue on the award from January 31, 2010, if the state
paid the full amount of the anended final judgnment into the
trust account by June 30, 2010. Further, the agreenent
provides that the trust fund wll not be distributed unti
further order of the court, after all appeals have been
ended, including those to the U S  Suprene Court. In
addition, the agreenent provides that the anmobunt of noney
no longer required to be paid will be refunded to the state
together with interest earned if the judgnent is nodified
in any way as a result of the appeals.

M. Tillery concluded that an expedited briefing schedule
has been established as ordered by the state suprene court.
The agreenent stops the running of interest at $20,000 per
day as of January 31, 2010, elimnates the primary downside
appeal ed (the continual accrual of interest), and provides
that if the state wins the appeal, the noney plus interest
wi || be returned.

Co-Chair Stoltze clarified that the anobunt was not being
gi ven away, but being put into escrow.

6:43: 15 PM

Vi ce-Chair Thomas queried the interest rate the state would
get. M. Tillery responded that the state would get
whatever is earned while the noney is in the trust account.

Co- Chair Hawker WTHDREW his OBJECTION. There being no
further objection, Amendnent 2a was ADOPTED.

Representati ve Aust er man MOVED to ADOPT Concept ua
Anmendnent 7:

Page 173, line 31

Del et e:
“for a”
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Co- Chair Hawker OBJECTED for di scussi on.

Represent ati ve Austerman explained that the anendnment woul d
remove two words that had inadvertently been put into the
| egislation on line 31, 4(a).

Representative Doogan clarified that the |anguage would be
“the potential |large m ne devel oped.”

Co- Chair Hawker REMOVED his OBJECTION. There being no other
obj ection, Conceptual Anendnent 7 was ADOPTED

Vi ce-Chair Thomas MOVED to report HCS CSSB 230(FIN) out of
Committee with individual recommendati ons.

HCS CSSB 230(FIN) was REPORTED out of Conmttee with a "do
pass" recomendati on.

Co- Chair Hawker MOVED that Legislative Finance D vision and
Legislative Legal Services be authorized to nake any
necessary technical and conformng changes to the bill.
There being no objection, it was so ordered.

M. Arnmstrong acknow edged the work that was done on the
| egi sl ation.

Co-Chair Hawker stated that he was going to recommend “do

pass” for the bill but that he had nmany reservati ons.
6:47:51 PM AT EASE

6: 54: 41 PM RECONVENED

#sb238

SENATE BI LL NO. 238

"An Act anending the eligibility threshold for nedical
assistance for persons in a nedical or internediate
care facility."

6: 54: 58 PM

THOVAS OBERMEYER, STAFF, SENATOR BETTYE DAVIS, expl ai ned
that the legislation would anend and restore the Medicaid

eligibility t hreshol d for medi cal assi st ance for
individuals in a nedical or internmediate care facility from
a specified nmonthly incone limt to 300 percent of the
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social security income benefit rate. The threshold is also
used for people who receive honme and conmunity-based waiver
services. In 2003, the legislature froze the Medicaid |ong-
term services incone eligibility limt at $1,656 per nonth
at that tinme the amount was 300 percent of the suppl enental
security incone (SSI). The change created an incone ceiling
for wai ver eligibility, effectively freezing t he
eligibility Ilimt for the past seven years rather than
allowng the Iimt to adjust annually in tandem with the
SSI. In 2009, the incone equivalent was $2,022. The result
was that small social security cost-of-living adjustnents
have disqualified many needy, disabled people from the
pr ogr am Al ternatives for preserving eligibility,
particularly for those requiring lifetime or long-term care
include the creation of a Medicaid qualifying incone trust

known as the Mller Trust. Trusts have procedural
dr awbacks, i ncl udi ng numer ous responsibilities and
restrictions, limted access to incone, assistance of an

attorney, and a trustee to nanage trust assets.

M. Oberneyer asserted that Medicaid services are critica
to the well-being of Alaska’s nost vulnerable citizens. He
believed that supporting SB 238 would ensure that eligible
Al askans would continue to receive nursing-hone care and
in-hone services. In addition, the legislature would not
have to amend statutes every year or tw as the federal
poverty |evel guidelines and supplenental security incone
| evel s increase with the cost of I|iving.

M. Qbermeyer pointed out that the bill had a zero fiscal
note; making the adjustnent would not increase costs to the
state.

Representative Gara comented that when the |egislation was
presented by the Comm ssion on Aging as a priority, they
were not sure if the fiscal note would be zero. The sane
nunber of people would qualify but they need to hire an
attorney and create a MIller Trust to nove their assets in
order to qualify. People would not have to create a Mller
Trust if the threshold is changed.

Co-Chair Stoltze opened and cl osed public testinony.
Vi ce-Chair Thomas MOVED to report SB 238 out of Conmittee

with individual recomendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.
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SB 238 was REPCRTED out of Committee with a "do pass”
recommendation and wth attached previously published
fiscal note: FN1 (DHS).

#sb236
CS FOR SENATE BILL NO. 236( EDC)

"An Act relating to tax credits for cash contributions
by taxpayers that are accepted for certain educational
purposes and facilities; and providing for an
effective date.”

6: 59: 39 PM

Vi ce-Chair Thonas MOVED to ADOPT HCS CSSB 236(FIN) (Version
26-LS1191\ N, Chenowet h/Bul l ock, 4/17/10) as a working
docunent before the commttee.

Co-Chair Stoltze OBIJECTED for discussion

JOMO STEWART, STAFF, SENATOR KEVIN MEYER and CO COW TTEE
Al DE, SENATE EDUCATION COW TTEE, gave an overview of
di fferences between the Senate version of the bill and the
CS. First, under the original Senate bill, the cap had been
raised on the tax credits from the $150,000 currently in
statute to $25 mllion; the CS would lower the cap to $5
mllion (which mrrors the House version). Second, the CS
i ncl udes | anguage  provided in the House regarding
affiliated groups. The affiliated groups |anguage clarifies
that each donating corporation would not be able to claima
$1 mllion tax credit, but would have to divide the credit.

Co-Chair Stoltze noted concerns about tax <credits but
t hought the bill had been trimed back.

Co-Chair Stoltze opened and cl osed public testinony.

Co-Chair Hawker descri bed t he fiscal not e as an
i ndeternminate revenue note wthout other direct costs or
conseqguences.

Co-Chair Stoltze REMOVED his OBJECTION to adopting the CS
There being no further objection, it was so ordered.

Vi ce-Chair Thomas MOVED to report HCS CSSB 236(FIN) out of

Committee wth i ndi vi dual reconmendati ons and t he
acconpanyi ng fiscal note.
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Co-Chair Stoltze OBIJECTED for discussion.

Representati ve Doogan commented that the legislation would
expand tax credits as opposed to comng to the |egislature
to get noney for educational projects. He thought it would
short-circuit the process by directly funding institutions;
he felt that the legislature should be involved in the
educati onal fundi ng business.

Co-Chair Stoltze shared concerns about tax credits. He
noted that the bill had been reduced. Representative Doogan
was glad for the reduction.

There being NO further OBJECTION, the bill was ordered out
of comm ttee.

HCS CSSB 236(FIN) was REPORTED out of Conmittee with “no
recomrendati on” and attached previously published fiscal
note: FN1 (REV).

#sbh24
SENATE BI LL NO. 24

"An Act naming the bridge over Hamer Sl ough on Nordic
Drive in Petersburg the Louis MIler Bridge."

7:07: 22 PM

WESTON ElI LER, STAFF, SENATOR BERT STEDVAN, expl ained that
the bill would honor M. Louis MIller, an Al askan pioneer
who contributed a great deal to the comunity of
Pet ersburg. He noted that under AS 35.40.015, the state may
name public works through an act of the legislature. The
authority has been exercised over 40 tines in state |aw
The bill would nanme the bridge over Hammer Slough after M.
MIller, who came to Alaska during the Klondike gold rush
and arrived in Petersburg in 1901. As a carpenter he
constructed sone of the first homes al ong Hammer Sl ough and

oversaw construction of the Sons of Norway Hall. M. Mller
operated a noorage and warehouse on the site of the
pr esent - day bri dge. The bill woul d recogni ze hi s

contribution to the comunity.

Co- Chair Hawker noted that the $4,000 fiscal note was for
new si gns.
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Vice-Chair Thonmas MOVED to report SB 24 out of Committee
wi th individual recommendations and the acconpanying fiscal
not e.

SB 24 was REPORTED out of Conmittee with a "do pass”
recomendation and with attached new fiscal inpact note by
t he Departnent of Transportation and Public Facilities.

#sb25
SENATE BI LL NO. 25

"An Act naming the South Mtkof Island ferry termna
the Richard ' Dewey' Duvall Ferry Termnal."

7:10: 15 PM

WESTON ElI LER, STAFF, SENATOR BERT STEDVAN, expl ained that
the bill would name the South Mtkof Island ferry termna
after Richard “Dewey” Duval, a long-tine proponent of

marine transportation in Petersburg. M. Duval was an
engi neer who pronoted inproving transportation in Southeast
Al aska through his involvenent with Alaska s Inter-Island
Ferry Authority (IFA). He served on Petersburg's city
council and was a founding board menber of |IFA During his
ten years of service on the board, he helped the authority
organi ze and was instrunmental in the construction of the
ferry termnal, where he worked as agent. The bill would
recognize his contribution by namng the termnal in his
honor .

Co-Chair Stoltze noted that the city council of Petersburg
had endorsed the neasure.

Co- Chair Hawker added that the $1,000 fiscal note was for a
new si gn.

Vice-Chair Thonmas MOVED to report SB 25 out of Committee
wi th individual recommendations and the acconpanying fiscal
not e.

SB 25 was REPORTED out of Conmittee with a "do pass”
recomendation and with attached new fiscal inpact note by
t he Departnent of Transportation and Public Facilities.

7:12:27 PM RECESSED
8:00: 45 PM RECONVENED
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#sb32
CS FOR SENATE BILL NO 32(FI N

"An Act relating to nedical assistance paynents for
home and comunity-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.

#sb246
SENATE BI LL NO. 246

"An Act increasing the nunber of superior court judges
designated for the third judicial district; and
providing for an effective date."

SB 246 was SCHEDULED but not HEARD

#sb284
CS FOR SENATE BILL NO 284(FIN)

"An Act relating to state election canpaigns, the
duties of the Alaska Public Ofices Comm ssion, the
reporting and di scl osure of expendi tures and
i ndependent expenditures, the filing of reports, and
the identification of certain communications in state
el ection canpaigns; prohibiting expenditures and
contributions by foreign nationals in state el ections;
and providing for an effective date.”

8:00: 56 PM

Co-Chair Hawker MOWED to ADOPT HCS CSSB 284(FIN) (26-
LS1448\W Kurtz/Bullard, 4/17/10) as a working docunent
before the commttee.

Co-Chair Stoltze OBJECTED for discussion.

BEN MULLI GAN, STAFF, CO- CHAIR BILL STO.TZE, explained the
di fference bet ween t he previ ous ver si on (Judi ci ary
Commttee, Version T) and the proposed CS. On page 8, |ines
5 and 6, “and in a comunication that includes an audio
conponent” is elimnated in the proposed CS. In addition,
t he wor d “sol ely” IS i nserted after t he wor ds
“conmuni cation transmtted.”
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M. Milligan detailed that the intention of the change is
to nmake sure that only the visual report is required for
tel evision advertisenents, not the audio.

Representative Gara clarified that the intention of the CS
is that the viewer would not hear the nanes of the top
contributors in a television ad. M. Milligan replied that
t he nanes woul d just be on the screen visually.

Representative Gara queried the word “solely.” M. Milligan
replied that the |anguage was suggested by the bill’s
drafter and would clarify that it applied to just radio or
ot her audi o nedi a.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTION, the work draft was ADOPTED

8:04:12 PM

SENATOR HOLLI'S FRENCH, SPONSOR, discussed a U S. Suprene
Court decision earlier in the year that for the first tine
in Alaskan history allows unlimted corporate and union
expenditures to be nade for or agai nst candi dates or ball ot
propositions. He enphasized that Al aska has never had such
a law and both Legislative Legal Services and the state
attorney general believed state statutes needed to be
updat ed because of the deci sion.

Senator French continued that the bill is broken down into
two major sections: disclosure and disclainer. He detailed
that by “disclosure” he neant reporting to the Al aska
Public Ofices Commission (APOCC) the npney raised from
contributors in order to make independent expenditures for
and agai nst candidates and ball ot initiatives. The
di sclaimer provisions are intended to tell Al askan voters
who is speaking to themin advertising. The sponsors wanted
to have as protective and firm a measure as possible to
protect Al askan voters from new entities such as unions,
corporations, and other groups.

Senator French directed attention to Section 1 and
deletions that collapse lengthy definitions, such as for
“persons” (which in Al askan statutes nmeans everyone).

Senator French noted that the first significant section is

Section 4, which relates to disclosure requirenments for the
reports that entities make to APOC. He enphasized that the
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section referred to independent expenditures by advocacy
groups, not candidates, as clarified on page 3, line 10.
Every expenditure would have to be recorded so that voters
woul d know who was spending noney either supporting or
opposing an issue. The neasure sets a limt at $50 for
reporting the address, principal occupation, and enployer
of the contributor, the sane limt set for candi dates.

Senator French relayed that the next significant provision
was in Section 8 on page 4, which would set up a separate
“political activities” account so that APOC can better
nonitor the funds spent. Section 10 directs who can speak
to voters; the bill says the state would adopt the sane
ideas as in federal |aw For exanple, a foreign corporation
or individual cannot speak to Al askan voters wthout a
| ocal subsi di ary. He noted the section was debated
extensively in the House Judiciary Commttee.

8:09:43 PM

Senator French anticipated that the disclaimer provisions
in Sections 13 and 14 would cause debate. The disclainer
provi sions would | et Al askans know who funds communi cati ons
about issues. Section 13 says that the three |argest
contributors have to be identified. Section 14 |ays out the
mechanics of each nedium whether print, radi o, or
television. He noted that there had been questions about
what to do when there are ten contributors who have given
the sane amount (page 8, lines 11 through 16); the section
| eaves it up to the entity making the ad.

Senator French turned to Section 18, which would keep
current law in place related to canpai gn m sconduct.

Representative Gara queried independent expendi t ur es.
Senat or French responded that when candi dat es run
canpai gns, they collect contributions from individuals or
political action comittees (PACs) at a maxi num of $500 per
cal endar year. The noney is collected into a canpaign

account out of whi ch  expenditures are paid. The
contributions in the  Dbill are separate, i ndependent
contributions. Because they are independent of a candi date,
there is no limt on the amount of noney that can be

contri but ed.

Senator French underlined the lack of a limt; an entity or
person could contribute $1 mllion or $10 million, whereas
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t he average House race night cost a candidate $100,000 and
the average Senate race might cost $200,000. Wth the new
| egi slation, nmuch nore noney could be spent on candi dates.

8:14:14 PM

Representative Gara enphasized that the U S. Suprenme Court
has determ ned that there is no longer a cap on independent
expenditures. He asked whether the |egislation was intended
to regulate outside corporations and environnental groups.
Senator French responded in the affirmative. Because of the
newness of the |andscape, no one knew who woul d contri bute;
it could be ExxonMbile, Geenpeace, or Bill Gates, for
exanpl e.

Representative Gara questioned what the legislation would
do in a case such as an initiative related to aerial wolf
hunti ng. Senator French replied that due to the disclainer
provisions, a television ad against aerial wlf hunting
would list the top three contributors to the organization
runni ng the canpaign

Representative Gara queried the difference the CS would
make in the exanple. Senator French replied that in a
tel evision advertisement, under the CS there would be no
spoken di scl ai ner whatsoever; it would be witten only.

Vi ce-Chair Thomas asked whether the |egislation addressed
“truth in advertising." Senator French indicated that
| anguage had been put in mrroring current |aw on page 8,
lines 17 through 26. He noted that the difficulty is that
in elections, the U S. Supreme Court long ago ruled that a
person can say and do alnbst anything. He pointed to line

23, “A person who nmakes a comunication under the
subsection may not wth actual nmalice include..a false
statement of material fact.” Someone would have to be

extrene to break the rule.

8:17: 34 PM

Vice-Chair Thonmas asked whether, related to the wolf-
hunti ng exanple, an entity could buy an image of a hunter
skinning a wolf that they did not film Senator Hollis
believed that could be all owed.

Representative Fairclough referred to page 7, line 19 and
20, disclosure related to influencing the outcone of a
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ballot. She wondered whether the |legislation spoke to
bal | ot neasures. Senator French expl ained that the section
was a remant of an old provision allowng snall
expenditures (less than $500) made i ndependent of any other
person and made only to influence the outcone of a ballot

proposition (page 3, lines 7) and is made for a billboard,
sign, or printed material only. He directed attention to
page 3, lines 10 through 13; every report nust contain the

name of the candidate, the title of the ballot proposition,
or requests in support or opposition, all of which had to
be reported to APCC (if over the linmt of $250 or $500
total expenditures).

8:19: 32 PM

Representative  Foster asked  whet her the top three
contributors had to be listed on a television ad. Senator
French replied that both the CS and the version of the bill
t hat had entered the commttee stipulate that t he
information nmust be listed in print at the bottom of the
ad. The CS further stipulates that the information does not
have to be audi bly read out.

Representative Foster stated concerns about the ability of
elders to read the information because it was too snall
Senator French referred to page 7, lines 28 and 29,
stipulating that the information has to be "easily
di scernable.” He spoke to the issue of elders, or people
who might listen to the television rather than watch it, or
peopl e who cannot see or read English well.

Representative Gara noted a previous concern about printing
zip codes and area codes. Senator French explained the
conprom se found on the top of page 8 A print ad nust
include the nane as well as city and state of residence or
princi pal place of business of the top three contributors;
an audi o di sclainer only needs the nanes.

8:22:28 PM

Co- Chair Hawker opened and cl osed public testinony.

Representati ve Doogan MOVED to ADOPT Conceptual Anmendnent
1

DELETE: at page 8, |line 5: after “comrunication
transmtted” delete “solely”
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I NSERT: at page 8 line 5, after “or other audio
media,” insert: “and in a communication that includes
an audi o component,”

Co-Chair Stoltze OBIJECTED

Representati ve Doogan explained that the anendnent would
reinstate language requiring audio as well as visual
disclaimer information on television ads. He used hinself
as an exanple of soneone who does not see small print on
television well. He believed that infornmation about who is
trying to influence his vote was inportant. The anendnent
woul d address people who do not read words on the screen
because they are distracted by other activities. He
stressed that viewers depend on audio as well as visual
cues. He believed the intent of the legislation was full
di scl osure that included both.

Co-Chair Stoltze queried the sponsor’s opinion of the
anmendnent .

8:27:30 PM
Representati ve Fai r cl ough di scussed vocal i zati on in
t el evi si on campai gns. Senat or French acknow edged

di scussi on about the issue.

Representative Fairclough asked Representative Doogan for
nmore clarification about the amendnent related to
di scl osure. Representative Doogan Dbelieved that t he
advertiser would lose the piece of time used to state who
paid for the ad. The point was letting people know who was
trying to influence them

Representati ve Fai r cl ough spoke in favor of t he
vocal i zation but wanted to discern the advantages and
di sadvantages to both the persons naking the ads and those
hearing them She asked whet her addresses would be required
as well as the nanes. Senator French replied that only the
names woul d be required. She thought 15 seconds was a |ong
time for audio.

8:31:13 PM

Representative Gara directed attention to page 8. He read
exanpl es of disclosures to denonstrate that the tinme needed
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was short. He stressed the inportance of disclosing the top
three contributors especially in ads that attack a
candidate or an issue. He argued that the core issue was
truth in disclosure and that the public has the right to
know exactly who is paying for the ad, not a “fake” nane
such as “People for Jobs.” He spoke in support of the
conprom se version of the bill

Co-Chair Stoltze acknowl edged his |ack of experience using
ads, particularly for television. He maintained that he was
in favor of full disclosure. He was opposed to an aspect of
the bill that he feared would make it too expensive for
sonme individuals or entities to buy ads.

8:37:48 PM

Representative Doogan thought the issue was a judgnent
call. He stated his intent to get the information to
citizens about who is trying to influence them

Representative Gara pointed out that no one could determ ne
how much noney went into canpaigns and issues because of
the U S. Suprene Court ruling; however, hidden advertisers
could be prevented from hiding. He argued that w thout the
amendnent, the information would only flash on the
tel evision screen, which would aid those who were hiding
He listed the people who would not catch the disclainer. He
stressed the inportance of full disclosure.

Representative Gara reviewed that adopting the CS would
result in the names being printed on the screen; adopting
t he amendnent would result in hearing who paid for the ads.

Co-Chair Stoltze asked how the disclainer would be
di spl ayed. Representative Gara answered that the disclainer
would include the group’s name and the nanes of the
contri butors.

Co-Chair Stoltze asked whether the nanes would appear
wi thout the anmendnent. Representative Gara answered that
t he nanes woul d appear.

8:42: 05 PM

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

Aroll call vote was taken on the notion.
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I N FAVOR: Sal non, Doogan, Foster, Gara, Joule

OPPCSED: Thomas, Austerman, Fairclough, Stoltze, Hawker,
Kel l'y

The MOTI ON to adopt Conceptual Anmendnent 1 FAILED (6/5).

Representative Gara MOVED t o ADOPT Conceptual Amendnent 2:

DELETE: at page 8, |Iline 5: after “communication
transmtted” delete “solely”

| NSERT: at page 8, line 5: after “or other audio
nmedia,” insert: “and in a comrunication that includes
an audi o conponent,”

| NSERT: at page 8, line 7: after *“no contributors”
insert “or, for any of the three largest contributors
who have contributed | ess than $2,000:”

Co-Chair Stoltze OBIJECTED

Representative Gara explained that the anmendnent was a
conprom se; it was the sane as Amendnent 1 except that it
woul d only apply when there are very big contributors. The
amendnent woul d require audible reading of the nanes of the
three biggest contributors to the extent that any of them
donated nore than $2, 000.

8:44:49 PM

Vice-Chair Thomas queried the anount. Senator French
responded that the contributions are not candi dat e
contributions but independent expenditures, for which there
isnolimt.

Vi ce-Chair Thomas assuned only corporations would be |isted
and not individuals. Senator French responded in the
affirmative.

Representative Gara clarified that the corporation s name
would be read if the donor is a corporation, person, or
group; the anendnment would apply to any entity that donated
nore than $2, 000.

Co- Chair Stoltze request ed further i nformation
Representative Gara directed attention to page 8, line 6 of
the bill, which says that the second statenent is not
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required if the person paying for the conmunications has no
contributors, or for any of the three largest contributors
who have contributed | ess than $2,000. The audio would have
to be included if any of the three largest contributors
contributed nmore than $2, 000.

Co-Chair Stoltze reiterated earlier concerns regarding the
nmessage. There was a di scussi on about an exanpl e.

Co- Chair Stoltze MAI NTAI NED his OBJECTI ON.

Aroll call vote was taken on the notion.

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

OPPCSED: Thomas, Austerman, Fairclough, Kelly, Hawker
Stoltze

The MOTION to adopt Conceptual Anendnent 2 FAILED (6/5).

8:50: 33 PM AT EASE
8:51:15 PM RECONVENED

Co-Chair Hawker referred to two fiscal notes. The Division
of Elections anticipated no fiscal consequences and the
Ofices Commssion expected an additional position to
adm ni strate t he requi renents of t he statute and
contractual services costing $131,000 the first year and
$79, 000 per year after that.

Representative Gara mmintained that the provision not
adopted by the commttee was the nost inportant part of the
bill. He believed the rejected provision was about truth in
advertising and that the public deserves to know who is
trying to buy an election. He asserted that the public is
not going to know who contributed the noney for the nost
effective and negative ads and would be msled by group
nanmes designed to change voting behavi or.

Co-Chair Stoltze thought there were inportant provisions in
the bill.

Vice-Chair Thomas MOVED to report SB 284 out of Committee

wi th individual reconmmendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.
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HCS CSSB 284(FIN) was REPORTED out of Conmittee with “no
recommendation” and attached previously published fiscal
notes: FN1 (GOV), FN2 (ADM.

8:55:27 PM AT EASE
9:16: 28 PM RECONVENED
#sb237

CS FOR SENATE BILL NO. 237(FIN)

"An Act establishing a fornula and a fund for schoo
construction grant funding for regional educational
at t 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 fromthe comm ssioner of
revenue. "

9:17:52 PM

JOHN BI TNEY, STAFF, REPRESENTATIVE JOHN HARRI' S, SPONSOR,
described the bill as an attenpt to provide a funding
mechani sm for school construction and maintenance across
the state. He reported that provisions in the |egislation
referenced litigation the state has faced since 1999.

M. Bitney provided an overview of the sections of the Q
version of the bill. Section 1 consists of the findings; no
changes have been nmade in the CS. Section 2 contains
provi sions of HB 180 sponsored by Representative Joul e that
attenpts to deal with contribution rates required by |oca

communities to match school projects; sone conmmunities were
having difficulty neeting the 30 percent matching rates, so
the fornula in the CS would bring the match rate down to 20
percent .

Co- Chair Hawker added that the commttee had heard the bill
bef or e.

M. Bitney characterized Section 3 as the main provision of
the bill. The section establishes a funding nechanism for
school s in Regional Education Attendance Areas (REAAs). The
l[itigation addressed the fact that there is no statute
nmechani sm other than annual | egi slative appropriation
decisions to provide funding for the REAA schools; the bill
woul d provide that nmechani sm
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M. Bitney explained that the fornula (subsection (b), page
2) would help identify basic need related to the cost of
bui l di ng new schools. The fornmula is derived by taking the
annual legislative paynments to nmunicipalities for debt
service (not the total amount of indebtedness). The nunber
(which is just over $100 mllion in the current budget) is
di vided by the percentage of REAA schools. The intent is to
arrive at a nunber representing the total cost of schools
st atew de.

9:22:27 PM

M. Bitney identified the percent calculated by the
departnment as 0.683, which is further nultiplied by a
nunber on top of page 3, or 0.244; the total would be
approxi mately $38 mllion.

M. Bitney referred to tw Departnment of Education and
Early Devel opnent (DEED) fiscal notes. Co-Chair Hawker
pointed out that the fiscal note represented about $38
mllion per year comng into the program He had concerns
about |anguage mssing from the fiscal note. He explained
that the fornula was contrived to result in enough noney
going into the fund to pay for one school on the school
construction list [per year] for the foreseeable future. He
noted that the debt service referred to was the annual debt
service on the DEED bond debt reinbursenment program
| anguage in the CS nmade that clear and he wanted it in the
fiscal note. The bond debt was approxinmately $106 million
per year currently; he believed that dividing it by the
percentage of all schools would inpute the nunber up. He
claimed that the 0.244 percent figure was a reverse
cal cul ati on nunber to make a permanent source for the REAAs
based on urban school funding. The fornula dealt with the
i nequity.

9:26: 26 PM

Representati ve Austernan asked whether the section was new.
Co- Chair Hawker responded that the calculations in the
previ ous version of the bill were not clear.

Represent ati ve Doogan inquired whether all schools in rural
school districts would qualify whether or not they have
debt . Co-Chair Hawker responded in the affirmative.
Represent ati ve Doogan asked whether the nunmbers would still
work out if five hypothetical schools were built. Co-Chair
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Hawker responded that the nunbers would be the same because
they are not based on the nunber of schools built but the
relative nunmber of urban and rural schools. Representative
Doogan restated the question. Co-Chair Hawker responded
that the variable would nove slightly with nore schools;
the calculation would also respond to debt service noving
up or down; if the amount of annual funding for debt
service under the debt reinbursenment program goes down (or
up), the anount of noney going to the rural schools would
go down (or up).

Represent ati ve Doogan asked how robust the |egislation was.
He wondered how flexible the nunber would be if school
districts stopped bonding or if nore districts built
schools. Co-Chair Hawker responded that the nunber was
infinitely flexible.

Represent ati ve Doogan wondered whet her the program woul d be
at risk because of other changing variables. M. Bitney
offered that the variable would increase if a nmunicipal
school district used local bonds to build a new school. He
noted that the sunset date had been renobved so that the
program would continue and beconme a natter of annual
approval by DEED and subject to approval by |ocal voters.

Co- Chair Hawker added that he thought Representative Doogan
was | ooking for information about volatility. He enphasized
that the fornmula was designed to nake sure that rural
schools receive a fair and just portion of state noney for
school debt construction. He added that the fornula would
not be volatile as the variables evolve wth added
districts or changed debt.

9:31: 26 PM

Representative Gara thought the bill was a balanced and
reasonabl e approach and stated that he supported it. He
believed the intent was to do nore in years when the state
had nore noney.

Co-Chair Hawker stressed that the fornula was intended to
be reasonable and understandable and to result in
predi cabl e funding for rural schools.

M. Bitney turned to Section 3; the last part asks DEED to

provi de an annual report beginning in February 2012 (tied
to the July 1, 2012 effective date).

House Fi nance Conmmittee 32 04/ 17/ 10 5:22 P. M



Representative Joule queried the purpose of the effective
date. Co-Chair Hawker responded that the sponsor felt the
two-year-out date was appropriate as there are currently
ot her schools in the bond debt package; he did not want to
over heat the construction process in rural ar eas.
Representative Joule pointed out that the date would also
give the admnistration tinme to settle the Kasayulie wv.
State of Al aska case.

M. Bitney continued wth Section 4, the school debt
rei nbursenent program statutes, which are |engthy because
vari ous authorizations done over the years have never been
repealed as the bonds go on until they are paid off. The
changes begin on page 8. The amendnent on page 8, lines 6
to 7 is a technical change to a previous authorization. The
heart of the section is the renmoval of the limtations on
line 14 and line 22; there would be no ending date for the
aut hori zations for the  nuni ci pal debt r ei mbur senent
program

Co- Chair Hawker detailed that the sunset on the urban bond
debt rei nbursenent program would be elim nated.

M. Bitney turned to Section 5, a retroactive provision
applying to Section 2 and going back to when the |ocal
contribution rates were enact ed.

9:36: 09 PM

M. Bitney explained that the departnent had nodified the
two projects in the current capital budget up to a total of
$32,000 to reflect the change in the contribution rates in
None. He noted that in the fiscal notes, the commttee
woul d need to address rates for projects funded over the
| ast two fiscal years.

M. Bitney concluded that Section 6 addresses the effective
date of July 1, 2012; the rest of the bill would take
effect i mredi ately.

Representative Kelly queried the drop of the sunset date

Co- Chair Hawker recalled that the sponsor wi shed to end the
Kasayulie Case. The original version proposed setting up a
$100 mllion fund; the anobunt has been dropped to $70
mllion to allow for latitude after the $38 nillion
projected for one school was spent. He viewed the fund as a
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“mni capital budget” to neet the conmmtnent to construct
one school each year. He had not been confortable wth
letting the fund build to $100 million. In addition, the
annual nunbers were brought down, in exchange for letting
go of the sunset date.

9:40: 10 PM

Vice-Chair Thomas MOVED to ADOPT HCS CSSB 237(FIN), (26-
LS1342\Q M schel, 4/17/10) as a working docunent before
the commttee. There being NO OBJECTION, it was so ordered.

EDDY JEANS, DI RECTOR, SCHOOL FINANCES AND FACLITIES,
DEPARTMVENT OF EDUCATI ON AND EARLY DEVELOPMENT, stated that
the departnent was neutral regarding the legislation. He
stated that remarks that had been made in conmttee about
the bill were accurate.

Co- Chair Hawker MOVED to ADOPT Conceptual Amendnment 1
Purpose: to clarify that “annual debt service” on page
2, line 30 nmeans the annual debt service of the school
construction debt reinbursenent program
Page 2, line 30, follow ng “be the”
Del ete “annual debt service anpunt”
| nsert “annual debt service on debt incurred under AS
14.11.100(a)”

Vi ce-Chair Thonmas OBJECTED for di scussi on.

Co- Chair Hawker explained that the anendnent would affect

page 2, line 30. He had been troubled with the definition
of "annual debt service anount”. Since the state has $375
mllion each year of annual debt service, he thought the

definition should be nore specific. He pointed out that the
bond debt reinbursenent program statutes (AS 14.11.100(a))
are located in Section 4 of the bill. The anendnent
clarifies by changing “annual debt service anmount” to
“annual debt service on debt incurred under” the bond debt
rei nbur senent program st at ut es.

9:44:32 PM

Representative Gara thought the anendnment nmade sense. He
asked the opinion of the sponsor.
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JAY LI VEY, STAFF, SENATOR LYMAN HOFFMAN, SPONSOR, spoke in
support of the anmendnent.

Vice-Chair Thonmas W THDREW his OBJECTION. There being NO
further OBJECTI ON, Conceptual Anmendnment 1 was ADOPTED

Representative Salnon referred to page 3 and queried the
nunber (0.244). M. Livey explained that the nunber used in
the past was 0.27, but the entire basis of the fornula had
been changed based on Co-Chair Hawker’s analysis; the
nunber had to change to accompbdate the new fornula. He
stated that the sponsor agreed with the change.

Representative Salnon asked how the nunber inpacts the
anount. M. Livey replied that the difference would be
about $2 nmillion less than the previous formula in the

original bill. Co-Chair Hawker thought the nunber was
hi gher .
9:48: 01 PM

Vice-Chair Thomas MOVED to ADOPT Anendnent 2  (26-
LS1342\C. 6, M schel, 4/17/10):

Page 1, line 1, followng “Act”:

Insert “relating to energy consunption and costs,
operating costs, and energy efficiency standards for
school construction and mmjor maintenance by the
Depart ment of Education and Early Devel opnent;”

Page 2, following line 5:
Insert new bill sections to read:

“*Sec. 2. AS 14.07.020(a) is anended to read:
(a) The departnment shal

(1) exercise general supervision over the
public schools of the state except the University
of Al aska;

(2) study the conditions and needs of the
public schools of the state, adopt or recomend
pl ans, adm nister and evaluate grants to inprove
school performance awarded under AS 14.03.125,
and adopt regulations for the inprovenent of the
publ i ¢ school s;

(3) provi de advi sory and consul tative
services to all public school governing bodies
and personnel ;
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(4) prescribe by regulation a m ninum course
of study for the public schools; the regulations

must provide that, if a course in Anmerican Sign
Language is given, the course shall be given
credit as a course in a foreign | anguage;

(5) establish, in coordination wth the

Departnment of Health and Social Services, a
program for the continuing education of children
who are held in detention facilities in the state
during the period of detention;

(6) accredit those public schools that neet
accreditation standards prescribed by regulation
by the departnent; these regulations shall be
adopted by the departnent and presented to the
| egislature during the first 10 days of any
regul ar session, and becone effective 45 days
after presentation or at the end of the session
whi chever is wearlier, unless disapproved by a
resolution concurred in by a mjority of the
menbers of each house;

(7) prescri be by regul ati on, after
consultation with the state fire marshal and the
state sanitarian, standards that wll assure
heal thful and safe conditions in the public and
private schools of the state, including a
requi r enent of physi cal examni nati ons and
i mmuni zations in pre-elenentary schools; t he

standards for private schools may not be nore
stringent than those for public schools;

(8) exercise general supervision over pre-
el ementary schools that receive direct state or
federal funding;

(9) exerci se gener al supervi si on over
el ementary and secondary correspondence study
prograns offered by municipal school districts or
r egi onal educat i onal attendance  areas; t he
department may also offer and make available to
any Alaskan through a «centralized office a
correspondence study program

(10) accredit private schools that request
accreditation and t hat nmeet accreditation
standards prescribed by regulation by the
departnment; nothing in this paragraph authorizes
the departnment to require religious or other
private schools to be |icensed,

(11) review plans for construction of new
public elenentary and secondary schools and for
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additions to and major rehabilitation of existing
public elenentary and secondary schools and, in
accordance wth regulations adopted by the
department, determ ne and approve the extent of
eligibility for state aid of a school
construction or nmajor maintenance project; for
the purposes of this paragraph, “plans” include
educational specifications, schematic designs,
proj ected energy consunption and costs, and final
contract docunents;

(12) provide educational opportunities in
the areas of vocational education and training,
and basic education to individuals over 16 years
of age who are no | onger attendi ng school;

(13) adm nister the grants awarded under AS
14. 11,

(14) establish, in coordination wth the
Departnment of Public Safety, a school bus driver
trai ning course

(15) require the reporting of information
relating to school disciplinary and safety
progranms under AS 14.33.120 and of incidents of
di sruptive or violent behavior;

(16) establish by regulation criteria, based
on low student performance, wunder which the
department may intervene in a school district to
i nprove instructional practices, as described in
AS 14.07.030(14) or (15); the regulations nust
i ncl ude

(A) a notice provision that alerts the
district to the deficiencies and the
instructional practice changes proposed by
t he departnent;

(B) an end date for departnental
i ntervention, as descri bed in AS
14.07.030(14) (A and (B) and (15), after the
district denonstrat es t hree consecutive
years of inprovenent consisting of not |ess
than two percent increases in student
proficiency on standards-based assessnents
in math, reading, and witing as provided in
AS 14.03.123 (f)(2)(A); and.

(C a process for districts to petition

t he depart nent for conti nui ng or
di scontinuing the departnment’s intervention;
(17) notify the legislative conmttees

havi ng jurisdiction over educati on bef ore
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intervening in a school district under AS
14. 07.030( 14) or redirecting public school
fundi ng under AS 14.07.030(15).

*Sec. 3. AS 14.11.014(b) is amended to read:
(b) The commttee shal

(1) review the departnent’s priorities anong
projects for which school construction grants are
request ed;

(2) make recomendations to the board
concerning school construction grants and make
recomendations to the conm ssioner concerning
proj ects for whi ch bond rei mbur senent is
request ed;

(3) develop criteria for construction of
schools in the state; criteria devel oped under
t hi s paragraph nust include requirenents intended
to achieve cost effective school construction;

(4) analyze existing prototypical designs
for school construction projects;

(5) establish a formfor grant applications;

(6) establish a nmethod of ranking grant
proj ects;

(7) recommend to the board necessary changes
to the approval process for school construction
grants and for proj ects for whi ch bond
rei mbursement is requested;

(8) set standards for energy efficiency for
school construction and nmmjor naintenance to
provi de energy efficiency benefits for all school
locations in the state and that address energy
efficiency in design and energy systens that
mnimze | ong-term and operating costs.

*Sec. 4. AS 14.11.135(6) is anmended to read:

(6) “mjor rmaintenance” neans a project

described in AS 14.11.013(a)(1) (0O, [OR (D, or

(B);
*Sec. 4. AS 14.11.135(7) is anmended to read:
(7) “school <construction” neans a project
described in AS 14.11.013(a)(1)(A), (B), [(B),]

(F), or (G.”

Renunber the followi ng bill sections accordingly.
Page 8, line 5:

Delete “sec. 37
| nsert “sec. 77
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Co- Chair Hawker OBJECTED for di scussi on.

Vi ce-Chair Thomas explained that energy consunption costs
are projected when a school 1is designed and energy
efficiency standards are set. The anmendnent would address
t he actual cost of designing a school.

Representative  Austernman asked whet her Amendnent 2
corresponded wth version Q Co-Chair Hawker responded t hat
it did.

Vi ce-Chair Thomas further explained that rural comunities
have high energy costs. The anendnent would make sure the
schools are built efficiently and are affordable to
operate. He provided the exanple of a rural school district
that designed a new, snaller school but doubled heating
costs because of high ceilings.

9:51: 26 PM AT EASE
9:51: 52 PM RECONVENED

M. Livey stated that the sponsor supported the anmendnent.

M. Jeans reported that the departnent had no problem with
t he amendnent .

Co- Chair Hawker WTHDREW his OBJECTION. There being NO
further OBJECTI ON, Anendnent 2 was ADOPTED

9:53:11 PM

Co- Chair Hawker asked whether the sponsor approved of the
bill as anmended. M. Livey responded in the affirmative.

Represent ati ve Doogan asked about the fiscal notes.

M. Jeans explained the fiscal notes. The first one was for
$37,960,000; the first appropriation would occur in 2013
and would fund the rural education school construction
grant program The first expenditures would occur in FY 13.
The other fiscal note was for $3,700,000, the three-year
average of the actual increases in the debt reinbursenent
program Due to timng, he anticipated the first increase
in the debt reinbursenment programto occur in FY 13.

Co- Chair Hawker questioned whether the second fiscal note
should be indetermnate. M. Jeans responded that the note
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should be indetermnate, but the departnent had been
informed that indetermnate notes were not well received
and did their best to estinmate costs. Co-Chair Hawker noted
that the nunbers were informational only.

Representative Joule pointed out that the new section m ght
have a fiscal conponent. M. Jeans explained that the
school districts inpacted in the FY 11 budget are the only
two projects affected. He was unsure how the retroactive
cl ause shoul d be addressed.

M. Bitney detailed that the local contribution rate has
been changed from 30 to 20 [percent]; the cunulative
increase in the state share for those projects would be
$2, 648, 600. He suggested that there could be a |unp-sum
fiscal note for prior fiscal years. He had asked
Legi sl ative Legal Services to draft an anmendnent to correct
past-year errors; the itemcould be a technical anendnent.

9:58: 07 PM

Co- Chair Hawker thought it was a good idea to include the
anmendnent in the capital budget. M. Jeans concurr ed.

Co-Chair Stoltze noted that he preferred the sunset
provi si on.

Vi ce-Chair Thomas MOVED to report HCS CSSB 237 (FIN) out of
Committee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTION, it was
so order ed.

HCS CSSB 237 was REPORTED out of Committee with a "do pass”
recommendation and with two new attached fiscal inpact
notes by the Departnent of Education and Early Devel oprent.

Co- Chai r Hawker directed Legislative Legal to nake
t echni cal conform ng changes.

#
ADJ OURNVENT

The neeting was adj ourned at 10: 04 PM
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