HOUSE FI NANCE COW TTEE
April 5, 2011
1:40 p.m

1: 40: 54 PM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmmittee neeting
to order at 1:40 p.m

VEMBERS PRESENT

Representative Bill Stoltze, Co-Chair
Representative Bill Thomas Jr., Co-Chair
Representati ve Anna Faircl ough, Vice-Chair
Representative Ma Costello
Representative M ke Doogan

Representati ve Bryce Edgnon
Representative Les Gara

Representative David Cuttenberg
Representati ve M ke Hawker

Represent ati ve Reggi e Joul e
Representative Tanme W/ son

VEMBERS ABSENT

None

ALSO PRESENT

Representative Al an Austerman; Representative Lance Pruitt,
Sponsor; Jerem ah Canpbell, Staff, Representative Lance
Pruitt; Bob Br ean, Di rector, Resear ch and Rur al
Devel opnent, Al aska Housing Finance Corporation, Departnent
of Revenue; Dirk Craft, Staff, Representative Lance Pruitt;
Representative Steve Thonpson, Sponsor ; Ben Ml ligan,
Legi sl ative Liaison, Departnment of Fish and Gane; Charlie
Swanton, Director, D vision of Sport Fish, Departnent of
Fish and Gane; Representative Peggy WIson, Sponsor;
Rebecca Rooney, Staff, Representative Peggy WI son.

PRESENT VI A TELECONFERENCE
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Ken Larson, Prince WIIliam Sound Charter Boat Associ ation

Fai r banks;

Melvin Gove, Prince WIIliam Sound Charter Boat

Associ ati on, Mat- Su.

SUMVARY

HB 30

HB 31

HB 173

HB 197

HCR 9

#hb197

DEDI CATED TRANSPORT FUND/ PUB TRANSPORT

HB 30 was HEARD and HELD and referred to
subcommi ttee t hat consi st ed of Vi ce-chair
Fai r cl ough, Co- Chair Thomas, Representative
Costello, Co-Chair Stoltze, and Representative
Doogan for further consideration.

TRANSPORT. | NFRASTRUCTURE FUND APPROP

HB 30 was HEARD and HELD and referred to
subconmi ttee t hat consi sted of Vi ce-chair
Fai r cl ough, Co-Chair Thomas, Representative
Costello, Co-Chair Stoltze, and Representative
Doogan for further consideration.

SPORT FI SHI NG GUI DI NG SERVI CES

HB 173 was REPORTED out of Conmttee with a "no
recommendation” and with attached previously
publ i shed fiscal note: FN2, DFG

HOVE ENERGY RATI NG SYSTEM

CSHB 197(FIN) was REPORTED out of Commttee wth
a "do pass" recommendation and wth previously
publ i shed fiscal note: FNl, REV.

STATE ENERGY PRCODUCTI ON WORKI NG GROUP

HCR 9 was REPORTED out of Comrittee with a "do
pass"” recommendation and with a new zero inpact
note by the House Finance Commttee for the
Legi sl ature.

HOUSE BI LL NO. 197

"An  Act recognizing the Alaska Housing Finance
Corporation as the authorizing agency to approve hone
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energy rating systens for the state; and providing for
an effective date."

1:41: 20 PM

Co- Chai r Stoltze stated t hat after t he initial
presentation, HB 30 and HB 31 would be further discussed in
subcommi tt ee.

REPRESENTATI VE LANCE PRU TT, SPONSOR, i ntroduced the
| egi sl ati on.

Vice-chair Fairclough MOVED to ADOPT work draft CSHB
197(FIN) as a working docunent before the conmttee.

Co-Chair Stoltze QIBECTED for further discussion.

JEREM AH CAMPBELL, STAFF, REPRESENTATIVE LANCE PRU TT,
explained that the bill recognized the Alaska Housing
Fi nance Corporation (AHFC) as the hone energy rating system
aut hori zing agency for the purpose of approving energy hone
rating systens used in the state. Currently, non-
governmental, third-party, for-profit party conpanies were
attenpting to beconme federally recognized, which would
result in the parties controlling state policy on the issue
of energy home rating. The bill was crafted to protect the
investnment of the state (via AHFC) in AkWarm the software
used for energy design, retrofit, and in determ ning energy
ratings. The software was specifically designed for Al aska
and was recogni zed by the Alaska building, real estate, and
home |oan industries. The software was directly tied to

AHFC s weat herization rebate prograns, i nt erest rate
reductions for honme |oans, and the Al aska Building Energy
Efficiency Standards. The bill would enable the AHFC to

insure that home energy rating systenms utilized in the
state were appropriate for Al aska's climtes.

Co-Chair Stoltze queried the technical changes in the CS.
M. Canpbell replied that the CS changed "may" to "shall™

on page 1 line 9; this was to clearly define AHFC s scope
of responsibility. Secondly, the word "any" was renoved

from page 1 line 9. There had been concern that having
"any" in the bill would put honebuil ders, who used a system
that was not approved, in violation of the law Thirdly,
"system was changed to "systens” on page 1 line 10 to
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inply that nore than one system may be approved for use in
t he state.

1:45: 04 PM

Co-Chair Stoltze REMOVED his OBJECTION. There being NO
further OBJECTION CSHB 197(FIN) was ADOPTED as a working
docunent before the commttee.

M. Canpbell introduced his support staff available for
techni cal questi ons.

BOB BREAN, DI RECTOR, RESEARCH AND RURAL DEVELOPMENT, ALASKA
HOUSI NG  FI NANCE  CORPORATI ON, DEPARTIVENT OF REVENUE

testified in support of the legislation. He shared that
AHFC had the authority by statute to ensure that any hones
that the corporation issued honme loans on nmet a mninmm
bui l di ng and energy efficiency standard. The way to neasure
the standard was through the hone energy rating software
system which the AHFC had devel oped, nmaintai ned, upgraded,

and trained approximately 100 energy raters to utilize. The
software was used for honme |oans, weatherization, and the
energy rebate program There were approxi mately 50 thousand
home energy ratings in the system based on the software.

M. Brean stated that industry supported the |egislation.
The software ensured that appropriate hone energy rating
systens were utilized in the state. He relayed that the
software recognized five different climactic regions
statew de, which nade the program unique to different
prograns used in other parts of the country. He believed
that it was prudent to link AkWarm wth the building
i ndustry.

Representati ve Edgnon questioned whether there could be a
bill introduced in the future that would speak to the role
of AHFC in the commercial property aspect of the energy
ef ficiency revolving | oan program

M. Brean responded that the AkWarm rating system was used
primarily for residential properties. However, the platform
was used to build the additional |Iibraries for the
revolving loan fund; this would include calculations nore
relative to the commercial aspect of the system

Representative Edgnon asked if there were any justifiable
reason to renove the word "hone" from Honme Energy Rating
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System M. Brean replied that he did not think that was
necessary at the present time. He added that comerci al
tables and libraries were being devel oped for the software.
The corporation would clearly differentiate between the
t wo.

1: 50: 36 PM

Representative Edgnon thought t hat there could be
opportunity in the future to add cl ean-up | anguage.

Representati ve Gara under st ood t hat t he comer ci al
revolving loan program would be available to the public
regardl ess of which departnent ended up housing it. M.
Brean replied in the affirmative. He added that AHFC was
confident in the research that had gone into devel opi ng the
commercial system and that other agencies would benefit
fromaccess to the system

Representative Quttenberg understood that the AHFC rating
system was not recognized by the Internal Revenue Service
(IRS) for an energy efficient hone tax credit.

Representative Pruitt responded that that was correct.

Representative QQuttenberg asked whether people who took
advantage of the program the previous year would have to
apply for an updated rating to receive credits under the
program

M. Brean said that to receive the tax credit the rating
woul d have to be perfornmed by an approved agency that had
been vetted by a national organization. Hone energy rebates
in the state were done using AkWarm if a resident wanted
to go back retroactively a rating would need to be done by
national |y approved software.

Representative Guttenberg wondered if the legislation were
to pass giving federal recognition to the AHFC program
could residents who participated in the programin the past
receive tax credits retroactively. M. Brean believed that
t he question would be referred to AHFC s | egal tax counsel .

Representative Quttenberg hypothesized that if a person
wanted to sell their honme using a past AHFC rating and the
bank required a current rating that the house would need to
be rated again.
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Representative Pruitt responded that the resident should
not have to have their house rerated. He shared that one of
the nost inportant reasons for the legislation was that
AHFC could not purchase homes that did not neet the hone
energy rating standards. If the house was rated using the
AkWAar m program t he AHFC coul d purchase the home | oan.

Representative Costell o asked whether HB 197 would address
federal recognition of the AKWArm program

1: 56: 37 PM

Representati ve Pruitt replied t hat it woul d not
automatically give recognition, but that it would begin the
process.

Representative Costello asked what steps would be taken
after passage of the bill to ensure that the AkWArm program
was federally recognized. M. Brean said that the next step
woul d be to approach the IRS and inform them that AHFC was
the authorized state agency for a state recognized rating
system On the federal |evel there were two current methods
of approval: one was to approve a rating system that was
vetted by another organization in the Lower 48, or a state
acknow edged conparable system The IRS had been approached
for the second status and had taken the software and sent
it to the third party in the Lower 48 for vetting. He
believed that once the legislation was passed Al aska woul d
have equal standing with other states in the country that
had in-state recognized systenms. The passage of the
| egislation would give the state firm standing on the
federal level to engage in conversations with the federa

governnment on certification of the home energy rating
sof t war e.

Co-Chair Stoltze OPENED public testinony.
Co-Chair Stoltze CLOSED public testinony.

Vi ce-chair Fairclough MOVED to report CSHB 197(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.

CSHB 197(FIN) was REPORTED out of Conmittee with a "do

pass” recommendation and with previously published fiscal
note: FN1, REV.
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2:00: 05 PM
AT EASE

2:00: 24 PM
RECONVENED

#hcr 9
HOUSE CONCURRENT RESOLUTI ON NO. 9

Establishing in the Alaska State Legislature the
Al aska Wrking Goup on Interstate Energy Production.

2: 00: 32 PM

REPRESENTATI VE LANCE PRU TT, SPONSCR, explained that the
resolution would establish a working group wthin the
| egi slature to discuss inter-state energy production.

DI RK CRAFT, STAFF, REPRESENTATIVE LANCE PRU TT, expl ained
that the resolution was crafted in response to |egislation
proposed by other states that produce energy or energy
resources. Alaska along with other states continued to
experience negative consequences from the delay or
cancel lation of economically viable energy related projects
because federal law too often overreached the federal
government's constitutional authority to make and enforce
|aws. The working group would develop a proposal for an
inter-legislature agr eenent t hat woul d facilitate
col | aboration between the Al aska State Legislature and
other state legislatures in an effort to influence federa
energy-related |law and policy, and to discourage delay or
cancel l ation of economically viable energy related projects
in the state. He referred to the | anguage on page 2:

FURTHER RESOLVED that the Al aska Wrking Goup on
Interstate Energy Production shall consist of four
menbers, with two senators appointed by the President
of the Senate and two representatives appointed by the
Speaker of the House of Representatives; and be it

FURTHER RESOLVED t hat the Al aska Wrking G oup on
Interstate Energy Production may neet during and
between regqul ar sessions  of the Alaska State
Legi sl ature, and, subject to approval by the President
of the Senate or the Speaker of the House of
Representatives, as appropriate, a nenber of the
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Al aska Wrking Goup on Interstate Energy Production
may travel in the state or to other states as
necessary to acconplish the purposes of the Al aska
Wrking Goup on Interstate Energy Production; and be
it

FURTHER RESOLVED t hat the Al aska Wrking G oup on
Interstate Energy Production shall term nate January
18, 2013; and be it

FURTHER RESOLVED t hat the Al aska Wrking G oup on
| nterstate Energy Production shall submt a report of
its findings and proposed | egislative changes to the
Al aska State Legislature on or before January 17
2012, and may nake additional reports that the Al aska
Wirking G oup on Interstate Energy Production
consi ders advi sabl e.

Vi ce-chair Fairclough asked if the working group would be
working with the National Conference of State Legislatures
(NCSL) or other organizations in order to draw on
experti se. M. Craft replied that collaboration could be
possi bl e once the group was established. The purpose of HCR
9 was to establish the working group anong energy producing
st at es.

2:04: 18 PM

Vi ce-chair Fairclough encouraged the group to assess work
that had al ready been done around the country in regard to
the i ssue. She voiced support for the resolution.

Representative Costell o spoke in support of the resol ution.
She asked what specific results were expected from the
introduction of the legislation. M. Craft replied that the
main goal was to link up with other states to discuss
simlar energy problens in order to create a nore unified
voi ce when presenting the energy issues before Congress.

Representative Costell o asked what other states had passed,
or were in the process of passing, simlar legislation. M.
Craft said that Uah and Woni ng had passed | egislation. He
understood that Texas had | egislation in production.

Representative WIson perceived that there would be no
fiscal inpact to the operating budget because the funds
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were expected to cone from another revenue source. M.
Craft responded that the Legislative Affairs Agency would
be absorbing the travel cost.

Co- Chair Stol tze interjected t hat t he differing
interpretations of the fiscal note would be discussed |ater
in the neeting.

Representative Quttenberg assuned that although Wom ng and
Uah had passed simlar resolutions there was no
established organizational structure; the hope was to
sinply get as many states involved as possible. M. Craft
specified that the intent was to lay the groundwork for
what woul d becone and organi zati on.

Representative GQuttenberg asked whether a vote from an
interstate working group could bind the state to a |osing
proposition that only benefitted other states. M. Craft
replied that the issue had been discussed wth the
Legislative Legal Division. No binding |anguage had been
witten into the resol ution.

2:08:33 PM

Representative GQuttenberg queried the nunber of other
states wth simlar pending |egislation. M. Craft
reiterated that Texas had simlar pending |egislation.

Representative Edgnon recalled and energy synposium in
Wom ng which had included all 13 of the Western states; it
had not taken long for the producer states (Al aska,
Montana, North Dakota) to cluster together, and the
consuner states (California, Oregon, Wshington etc.) to
create another group. The producing states felt as if they
were being surpassed, particularly by California in terns
of resource devel opnent and extraction. He believed the
resolution was accurately worded but thought that nost of
the interaction would occur between the Western states.

Co-Chair Stoltze OPENED public testinony.
Co-Chair Stoltze CLOSED public testinony.

Co-Chair Stoltze believed that the fiscal note should be
zeroed out.
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Co-Chair Thomas MOVED to zero out the fiscal note for FY12
and FY13. There being no OBJECTION it was so ordered.

2:12:17 PM

Representative Gara ascertained that the states could unite
to influence energy-related federal |aw and policy.

Vice-chair Fairclough MOWED to REPORT HCR 9 out of
committee with individual recomendations and the amended
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

HCR 9 was REPORTED out of Commttee with a "do pass”
recommendation and with a new zero inpact note by the House
Finance Commttee for the Legislature.

2:14:25 PM
AT EASE

2:15:33 PM
RECONVENED

#hb173
HOUSE BILL NO. 173

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

REPRESENTATI VE STEVE THOWSON, SPONSOR, introduced the
| egi slation. He explained that the bill had been crafted by
the House Special Conmmttee on Fisheries and woul d extend
for one year the sport fishing guide and operator I|icensing
| og book program The program provi ded econom c data on the
sport fish industry sector and harvest data for resource
managers. He stated that HB 173 was supported by the Al aska
Department of Fish and Ganme (ADF&G) .

Co- Chair Thomas noted that simlar |egislation anending the
termnation date of the |licensing program had been
introduced every year over the past several years. He
wondered if the extension should be for nore than one year.
Representative Thonpson responded that the other body was
working to craft a nore conprehensive bill that would
extend the programfor four to six years.
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Co-Chair Stoltze clarified that the passage of HB 173 was
not an endorsenment of legislation crafted by the other
body.

Co-Chair Stoltze OPENED public testinony.

KEN LARSON, PRI NCE WLLI AM SOUND CHARTER BOAT ASSOCI ATI ON,
FAI RBANKS (via teleconference), testified that the guide
licensing bill had been worked on since 2004. He said that
historically 85 percent of the licensees had opposed the
| egi sl ation. He wondered why a nore expensive and
unnecessary oversi ght program was agai n being consi dered by
the other body under SB 24. He stated that the existing
program worked well by all accounts. He encouraged and
extension of the sunset date under HB 173. He stressed that
the current program should be nade permanent, and that SB
24 shoul d be abandoned.

2:21:42 PM

MELVI N GROVE, PRESIDENT, PRI NCE WLLI AM SOUND CHARTER BOQAT
ASSQOCI ATI ON, MAT-SU (via teleconference), spoke in
opposition to the bill. He understood that the extension

under HB 173 was neant to help with the eventual passage of
SB 24. He did not believe a one year extension offered
enough tine for all parties involved to craft conprehensive
| egi slation on the subject. He believed that the bill would
cost too nmuch. He felt that the current |og book program
was too expensive and did nothing but create state jobs in
dat a processing.

Co-Chair Stoltze pointed out that passage of HB 173 would
not stop the advancenment of SB 24. He thought that a sunset
extension of one year would inspire nore productive debate
on the issue than a pernanent extension.

Co-Chair Stoltze CLOSED public testinony.

Representati ve Edgnon requested that the departnent provide
justification for the one year extension.

BEN MJLLI GAN, LEQ SLATIVE LI Al SON, DEPARTMENT OF FISH AND
GAME, expl ained that the one year extension would allow for
additional work on the programover the interim

CHARLI E  SWANTON, Dl RECTOR, DIVISION OF SPORT FI SH,
DEPARTMENT OF FISH AND GAME, added that the program
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provided a mninmum professional standard and the ability
for the departnent to collect vital statistics with regard
to the recreational charter boat industry wthin the state.

2:27: 15 PM

M. Swanton continued that the departnent's primary focus
had been with the guide log book program Both fresh and
sal twater guides were issued a |log book in order to record
the harvest and catch statistics for the anglers taken out
who had been charged a fee. The information was brought
back to the departnent. He explained that the departnent
had in the past taken a key-punch approach to the data. On
average the departnment |ogged 111 thousand trips (saltwater
and freshwater conbined) and that there could be 112
t housand sheets containing data for four to six anglers
each. The departnent had instituted a scanning approach
that would scan each sheet and plug all the data into a
dat abase. The automated systemwas still being perfected.

Representative Edgnon observed the issue was politically
charged. He voiced support for extending the program | onger
t han one year for the purpose of further discussion.

Representative Gara questioned the usefulness of |og book
data that only counted the nunber of fish caught by guided
fi shermen and not those wi thout guides.

2:30: 09 PM

M. Swanton replied that the | og book was only one of three
data collection tools used throughout the state. He stated
that creel surveys were conducted but that the primary data
collection tool used by the departnment was the statew de
harvest survey, which had been wused since 1977. A
licensed anglers were entered into a pool from which 40, 000
licensees were selected to receive a survey. Different data
collection tools were used in different areas for deeper
conpr ehensi on.

Representative Gara asked if the creel survey was the one
that was sent out in the mail. M. Swanton replied that the
survey received in the mil was the statew de harvest
survey. The <creel surveys involve technicians checking
various ports and recording the harvest, which provided
nore tinely information to biol ogists.
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Representative Gara asked whether the log was applied to
both fresh and saltwater. M. Swanton replied that the | og
book programrecorded both fresh and sal twater.

Representative Gara questioned the accuracy of the survey.
He reported that he was rarely surveyed when fishing. He
thought that the log book mght work for comrercial
fishermen, but expressed concern with the accuracy of the
non- commer ci al nunbers.

M. Swanton replied that the departnment had had all of the
survey instruments tested against one another with
i ndependent estimates, and all had been found to be of high
statistical precision and scientific value. The statew de
harvest survey was now being | ooked at by other states as a
primary neans by which to collect recreational harvest
data. He agreed that the survey was not a conplete census,
but asserted that it was legitinmate scientific data.

Representative Costello inquired whether it was possible
that the departnent could develop an iPhone application or
web- based system that guides could upload their information
to electronically.

M. Swanton stated that anything was possible, but that the
depart ment needed to study which applications were
practical. He said that smaller states had applied simlar
technol ogy, but did not think Al aska was ready to nove in
that direction

Co-Chair Stoltze asked if optional electronic filing would
be a problem for the departnment. He pointed out that other
departnments encouraged online activity.

M. Swanton felt that online filing should be a goal for
the department but he did not see it happening in the
i medi ate future.

2: 35: 38 PM

Vi ce-chair Fairclough requested «clarification on the
updated fiscal note. M. Milligan replied that the fisca
note dated March 29, 2011 was the updated fiscal note. The
note had been updated to better reflect the sunset date
The note illustrated a full year in FY 12, and the first
hal f of FY 13.
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Vice-chair Fairclough MOWED to report HB 173 out of
Committee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note: FN 2 ADF&G There being NO
OBJECTIQN, it was so ordered.

HB 173 was REPORTED out of Conmmttee wth individual
recommendati ons and the previously published fiscal note:
FN 2 ADF&G

2:37:07 PM
AT EASE

2:40: 49 PM
RECONVENED

#hb30
#hb31

HOUSE BILL NO. 30

"An Act relating to the transportation infrastructure
fund, to local public transportation, to the nunicipa
harbor facility grant fund, to notor fuel taxes, to
the notor vehicle registration fee, to driver's
license fees, to identification card fees, to the
studded tire tax, and to the vehicle rental tax; and
providing for an effective date."

HOUSE BI LL NO. 31

"An  Act meking a speci al appropriation to the
transportation infrastructure fund; and providing for
an effective date.™

2:40: 52 PM

REPRESENTATI VE PEGGY W LSON, SPONSOR, addressed HB 30. She
of fered her sponsor statenent:

HB 30 wll define the Alaska Transportation
Infrastructure Fund (ATIF), how it will be funded and
where the funds will be spent.

The roads, bridges, airports, ferries and other

transit syst ens t hat make up our state’s
transportation system are essential to nobility,
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cormerce and economic devel opment. These systens
i ncrease safety, enhance econom c conpetitiveness, and
lead to a better quality of life. To ensure Al aska has
the infrastructure necessary to devel op our resources
as well as inprove the living conditions for our
citizens we nust conmmt to funding transportation.
Having a dependable revenue stream from year to year
will allow Alaska to nanage current congestion and
mai nt enance projects as well as develop access to
needed resources and energy.

Additionally the use of state funds for construction
means we will have greater control and funding will go
towards conpleting projects as opposed to the
expensive and lengthy federal process. Anchorage has
benefited from the use of state funds and has seen
projects such as the MG aw Intersection and Dow ing
Street Extension get done faster and cheaper than they
woul d have using the federal guidelines.

In FY10, 87 percent of our transportation budget cane
from the federal governnent. There have been severa

maj or deposits to the Federal H ghway Fund to keep the
expired federal transportation reauthorization program
going. After 2 years we are still operating under the
old reauthorization guidelines. Al indicators show
that the new reauthorization bill wll be unfavorable
for states with small populations due to an enphasis
on mass transit and green transportation. It favors
toll roads and bridges and other transportation that
pays for itself or that can be supported with a public
private partnership. Qur own DC del egation have told
the legislature that Al aska needs to rely less on the
federal governnent and start shouldering sone of the
burden of inproving our transportation infrastructure.

HIR 4 will put an initiative before the voters to
change the Alaska State Constitution to allow a
dedicated fund for Transportation Projects. Wth

passage of the initiative, HB 30 will define the fund.
It will outline how the fund will be managed, how the
earnings will be spent and who wll decide which
projects will be funded each year.

The fund wll be seeded with a $1B endowrent. 1In
addition to the endowrent ATIF wll receive the
revenue gener at ed from fuel t axes, vehi cl e
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registrations, driver’s license and identification
card fees, studded tire tax, and vehicle rental taxes.
One half of these revenues will be avail able each year
for appropriation. The other half wll be deposited
into the fund to both grow the fund and inflation
proof it. In addition, six percent of the market value
(POW) of t he fund will be avai |l abl e for
appropriation. The Department of Revenue wll be
charged with admnistering the fund. The Legislature
shoul d be able to appropriate approxi mtely ~$100M t he
first year and then grow the appropriation about $1.5-
2M per year after that.

HB 30 will create an advisory council to evaluate the
proj ect subm ssions. The council is conprised of 17
voting nenbers, 1 Department of Transportation /Public
Facilities enployee, 11 from transportation affiliated
associations and 1 from native organization and 4
public menbers and 2 non-voting nenbers of the

| egi sl ature. The four nenbers of the public will be
appointed by the governor. The nenbers representing
organi zations wll be appointed by their respective

or gani zati ons.

Al aska DOT/PF will be required to create a set of
criteria to rank the projects. The panel wll use
these criteria to give each project a nuneric score to
be used in prioritizing t he proj ects. These
prioritized projects wll go through the norma
budgetary cycle each year for final authorization.

The bill defines how the funds shall be appropriated.
Not nore than

1. 80 percent of the funds may be used for roads
and surface transportation both state and
muni ci pal ,

2. 25 percent may be used for aviation,

3. 25 percent may be used for the Alaska Marine
H ghway,

4. 20 percent nmay be used for harbor facilities,
state owned marine facilities and for deposit
into the municipal harbor facility grant fund,

5. 20 percent may be wused for local comunity
transportation and transit.

6. 15 percent may be used for trails and bike-
pat hs.
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These percentages will provide the flexibility needed
to focus on one node one year and switch to another
the foll owi ng year as needs dictate.

Besi des the above appropriations, the fund wll pay
for all fund admnistration costs and for the
operations of the Departnent of Mtor Vehicles.

Al aska is geographically the largest state in the
country, and the future of the economc and social
well being of its citizens is critically dependent on
a reliable transportation system This fund is one of
the tools needed to create a nodern, reliable
transportation system

The CS from House Transportation reduced the size of
the Advisory Council by 5 nenbers and renoved the
revenue stream from airport |eases and airspace
|leases. It also made all the provisions of HB 30
contingent upon the voters passage of the initiative
to change the constitution to allow this dedicated
f und.

Representative Peggy WIson offered to provide any further
details to the commttee. She stated that public testinony
had not been solicited out the desire for brevity.

Vice-chair Fairclough asked if the Cctober 1st report date
listed on page 3 of the bill was neant to coincide with the
end of the federal fiscal year

REBECCA  ROONEY, STAFF, REPRESENTATI VE PEGGY W LSON,
expl ained that OCctober 1st had been selected to allow for
the governor to exam ne the report before it passed to the
| egi sl ature.

Vi ce-chair Fairclough pointed out that on Cctober 1st | ocal
muni ci palities had to obligate all funds for spending. She
expressed concern that the project I|ine wup could be
af f ect ed.

Vi ce-chair Fairclough thought that the 6 percent payout was
aggressive and that 5 percent was a nore conservative
nunmber. She wondered why 6 percent had been chosen. Ms.
Rooney replied that 6 percent had been chosen because it
was the going rate at the tinme. She shared that the payout
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nunber was to be chosen by the finance conmittees and that
a payout table could be found in the conmttee nenber files
t hat eval uated the payout from4.5 percent up to 6 percent.

2:51: 48 PM

Representative Peggy WIson added that the constitutional
budget amendnent read "up to 6 percent." She expl ained that
the payout percentage could be adjusted by statute as
needed by the | egislature.

Co-Chair Stoltze wondered if witing an assured payout into
the constitutional amendnment could be hel pful in persuadi ng
t he public.

Representative Doogan recalled that previous testifiers
from the financial community had expressed confort in
calculating percent of market value at 4.5 percent. He
agreed that 6 percent was an aggressive nunber to try to
mai ntain year after year wthout dimnishing the value of
t he fund.

Vice-chair Fairclough added that a 6 percent payout could
be acceptable provided that it did not dimnish from the
corpus of the fund.

Representative Gara noted that $1 billion was a lot of
noney. He believed that there wuld be Iless noney
appropriated for transportation at 4.5 percent. He

recommended deduci ng t he aver age appropriation to
departnment over the last five years. He suggested that if
the state was going to invest in a transportation fund it
woul d be prudent to investigate the anmount of political
will available to push for enough spending to neet the
desired infrastructure needs.

2:56: 14 PM

Representati ve Peggy W/ son explained that the bill was not
nmeant to replace what transportation was currently doing
The departnment had a back log of over $1 nillion in

mai nt enance projects across the state. She stressed that
the fund was nmeant to enhance current operations.

Representative Hawker shared that there was recorded

testinmony of the discussion concerning the prohibition of
dedi cated funds during the constitutional debates. He asked
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how the legislature was expected to respond to testifiers
in the recording who referred to the dedication of funds as
an "inherent evil" and that each budget vyear every
conpeting need in the state should be able to conpete on
equal standing for the scarce anmount avail abl e revenue.

Representative Peggy W/Ison responded that drafters of the
constitution had grandfathered in three different funds.
Two of the funds were dedicated transportation funds; one
for land and one for water. The legislation would be
reinstating a fund that had already existed during the tine
that the Al aska State Constitution was put in place.

Co-Chair Stoltze queried why the dedicated funds should be
for transportation and not education.

Representative Peggy WIson answered that the third
dedi cated fund was related to education. She assumed that
through the years past legislators had decided the
dedi cated funds were unnecessary. She stated that she chose
the issue of transportation because that was where she
believed the state had the greatest need.

Co-Chair Stoltze noted that the closest the |egislature had
cone to establishing a dedicated that fund for education
was in 1989; Gover nor Cowper had pushed for the
| egi slation, which failed in the Senate.

2:59:52 PM

Representative Peggy WIson explained that the bill would
help with econom ¢ devel opnent in the state.

Representative GQuttenberg though that the argunent for
dedi cated funds for education was still conpelling. He
wondered  whet her the yearly analysis suggested by
Representative Gara woul d be beneficial. He understood that
a steady source of incone for transportation projects was
necessary, but opined that the issue was perpetual.

Ms. Rooney responded that the departnent was currently
funded at 6 percent of market value, at $100 nillion per
year. She asserted that the nunbers were close to what had
been seen historically.

Representative GQuttenberg surmsed that the |legislature
should continue to fund the departnent just as it had been
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doi ng. He thought that dedicating funds would be confusing
to the public.

Representative Peggy WIson renarked that the state needed
to be looking at the future and not just the present. She
said that there was no guarantee that the oil pipeline was
not going to shut down next year. She stressed the
inportance that the state determ ne what would be done in
the event of declining revenue.

3:03: 35 PM

Representative Doogan believed that the |egislation was
much nore sophisticated than it had been in its past form
He felt that the problem with the proposal was related to
the cost and had been conpounded by the decisions of the
House  of Representatives concerning taxes for oi
conpani es. He explained that the legislation was in a suite
of bills that had been introduced that would take a
significant anmpbunt of noney from the state. He expressed
concern that state funding would be distributed on a first
conme-first served basis. He wondered why the proposed
| egislation should be the first <choice in terns of
al l ocating funds for a single purpose.

Representative Peggy WIlson reiterated that the state
needed to plan for the future. She said that the state had
$8 billion in projects that were not being addresses. She
bel i eved that because the state was currently experiencing
a time of a slight financial surplus; this would be the
best tinme to dedicate the funds.

Co-Chair Stoltze stated that the vetting of HB 30 and HB 31
woul d be done in a subcommttee consisting of Vice-Chair
Fai rcl ough, Co-Chair Thomas, Representative Costello, Co-
Chair Stoltze, and Representative Doogan

HB 30 was HEARD and HELD and referred to subcommttee that
consisted of Vi ce-chair Fai r cl ough, Co- Chai r Thonmas,
Representati ve Costel | o, Co- Chai r Stoltze, and
Represent ati ve Doogan for further consideration.

HB 31 was HEARD and HELD and referred to subconmttee that
consisted of Vice-chair Fai r cl ough, Co- Chair  Thonas,
Representati ve Costel | o, Co- Chai r Stoltze, and
Represent ati ve Doogan for further consideration.
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#
ADJ OURNIVENT

The neeting was adjourned at 3:09 PM

3:08:10 PM
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