HOUSE FI NANCE COWM TTEE
April 12, 2011
8:34 a.m

8:34: 34 AM

CALL TO ORDER

Co-Chair Stoltze called the House Finance Conmmittee neeting
to order at 8:34 a.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
Represent ati ve Reggi e Joul e

Representati ve Mark Neuman
Representative Tanme W/ son

VEMBERS ABSENT

None

ALSO PRESENT

Representative Peggy W I son, Sponsor; Representative Paul
Seat on, Sponsor; Representative Al an Austernan; Jay Livey,
Staff, Senator Lyman  Hof f man; Ron Kreher, Di rector,
Division of Public Assistance, Departnent of Health and
Social Services; Sheila Peterson, Staff, Representative
Al an Dick; Larry Devil biss, Myor, WMat-Su Borough.

PRESENT VI A TELECONFERENCE

Bill Giffith, Facility Prograns Manager, Division of
Water, Departnment of Conmerce, Community and Econom c
Devel opnent; Lindsay Wlter, Assistant Attorney General,
Cvil Division, Environnmental Section, Departnent of Law,
Anchor age; Jason Mayrand, Mayor of Nenana; Marty Parsons,
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Deputy Director, Dvision of Mning, Land and Wter,
Depart ment of Natural Resources.

SUMVARY
HIR 4 CONST. AM  TRANSPCORTATI ON FUND

HIR 4 was HEARD and HELD and referred to
subconmm ttee consisting of Vice-chair Fairclough

Co- Chai r Thonas, Representati ve Costel | o,
Representati ve Doogan, Representati ve Peggy
W | son (adj unct nmenber) for further

consi derati on.
SB 102 AK AFFORDABLE HEATI NG PROGRAM PAYMENTS

SB 102 was HEARD and HELD in commttee for
further consideration.

HB 183 APPLI CATI ON OF VI LLAGE SAFE WATER ACT

HB 183 was HEARD and HELD in conmmttee for
further consideration.

HB 89 EXTRACTI ON OF BEDLOAD MATERI AL

CS HB 89 (RES) was REPORTED out of conmittee with
a "do pass" recommendation and wth one new
indeterminate note from the Departnent of
Transportation and one new indetermnate note
fromthe Departnent of Natural Resources.

HB 103 PONER PRQIECT; ALASKA ENERGY AUTHORI TY
HB 103 was SCHEDULED but not HEARD.

#hjr4
HOUSE JO NT RESOLUTI ON NO. 4

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

8:35: 35 AM

REPRESENTATI VE PEGGY W LSON, SPONSOR, provi ded a
conprehensive overview of the Alaska Transportation
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Infrastructure Fund (ATIF). She explained that HIR 4 would
pl ace a constitutional anmendnent before the voters to re-
est abl i sh a dedi cat ed fund for transportation
infrastructure. She reported that HB 30( DEDI CATED TRANSPORT
FUND/ PUB TRANSPORT) and HB 31( TRANSPORT | NFRASTRUCTURE FUND
APPROP) were the enabling and appropriating pieces of HIR 4.

Toget her, t he trio of bills created the Al aska
Transportation Infrastructure Fund. The fund created by an
endowment and seeded with $1 billion [general fund

appropriation] would grow through investnent earnings. In
addi tion, revenue from the notor fuel tax, vehicle
registration fees, studded tire tax, and 50 percent of the
vehicle rental tax conpensated the fund. The |legislature
could direct other transportation fees and taxes into ATIF.
The | egislature would appropriate up to six percent of the
mar ket value of ATIF averaged over the previous five years
and 50 percent of the revenue deposited the previous year.
The fund was expected to generate $100 mllion the first
year and increase over $3 mllion each subsequent year. She
referred to a spreadsheet handout "ATIF Payout Rate 6.0%
(copy on file) developed by the Departnent of Revenue
depicting estimated payout rates. The legislature would
appropriate ATIF funds and its admnistrative costs in
tandem with the budget cycle. Adm nistrative costs would be
deducted from by the fund. She envisioned ATIF exclusively
funding transportation capital and deferred naintenance
projects. The provision was included in the enabling
statute (HB 30). She assured that in times of budget
shortfalls legislative flexibility was built into the
| egislation. The legislature could appropriate ATIF funds
for any Departnent of Transportation and Public Facilities
(DOT) operations or transportation related project. The
appropriation would require a change in the statute that
defined ATIF use but not require a constitutional
amendnent .

8:39: 39 AM

Representative Peggy WIson announced that she did not
conmit any transportation taxes to ATIF' s revenue stream
that were dedicated for other uses.

Co-Chair Thomas asked whether the ATIF funds would solely
cover all transportation <capital expenses or require
additional general funds as well. Representative Peggy
Wl son expected that initially, general fund appropriation
was hecessary to preserve the ATIF funds for the back |og
of deferred maintenance. She anticipated that ATIF would
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primarily cover transportation deferred maintenance, |arge
high priority projects and projects related to safety.

Representative Neuman noted that nuch of the revenue
all ocated to ATIF was used to operate the Division of Mtor
Vehicles (DW). He wondered how DW woul d operate with | ost
revenue. Representative Peggy WIson responded that ATIF
funds woul d pay for DW operations.

Representative Neuman asked if the legislation created a
board to oversee distribution of ATIF funds. He did not see
that in the «current |legislation. Representative Peggy
W son explained that HB 30 created a 17 nmenber board with
two non-voting legislative nenbers. The board supervised
the fund. She furthered that the board acted in an advisory
capacity, forwarding reconmendations on to the governor and
| egi sl ature.

8:45: 16 AM

Representati ve Neuman asked whether the |egislature had the
final say. Representative Peggy WIson replied in the
affirmative.

Representative Gara stated that the sponsor had done a good
job drafting the bill.

Co-Chair Stoltze announced that HIR 4 was referred to the
sane subconmttee established for HB 30 and HB 31, chaired
by Vice-chair Fai r cl ough, for interim hearings and
activities.

HIR 4 was HEARD and HELD and referred to subconmmttee
consisting of Vice-chair Fairclough, Co- Chair  Thonas,
Representati ve Costel | o, Representati ve Doogan,
Representative Peggy WIson (adjunct nenber) for further
consi derati on.

#sb102
SENATE BI LL NO. 102

"An Act relating to certain paynents nmade under the
Al aska affordabl e heating program™

8:47:16 AM
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JAY LI VEY, STAFF, SENATOR LYMAN HOFFMAN, expl ained that SB
102 anmended the Alaska Affordable Heating Assistance
Program (AHAP). The changes clarified |anguage that all owed
the Departnent of Health and Social Services (DHSS) to
prorate benefits due to a shortage of funds. He summarized
that in the prior year two of Alaska' s heating prograns
were conbined. The |l|egislature conbined the Low Incone
Heating and Energy Assistance Program (LIHEAP) and Al aska
Heating Assistance Program to form the Affordable Heating
Assi stance Program (AHAP). The legislation [SB 220] that
created the new program contained |anguage that authorized
DHSS to prorate benefits. The department was concerned that
the language did not provide sufficient discretion needed
for benefit pro-rationing. He enphasized that SB 102 was
not a change in policy but a clarification of the proration
| anguage. M. Livey elaborated that the Senate Finance
Commttee had worked with DHSS on the legislation to
address the concerns. The legislation contained two
provisions to ensure clarification. The first change
established that the departnent could calculate benefits
differently from the customary calculations contained in
statute if pro rationing was necessary. The second change
added the words "on a pro rata basis" to clarify that pro
rationi ng was al | owed.

Co-Chair Stoltze surmsed that the clarification was in
anticipation of reduced federal funds. M. Livey believed
that was a fair assessnment. He was aware of federal budget
proposal s that reduced states shares of federal funds. He
di scussed that AHAP was conprised of general funds and
federal nmoney. In the event of a shortage of federal funds
DHSS woul d prorate t he reducti on in benefits.
Al ternatively, the legislature could choose to appropriate
addi tional general funds. Pro rationing would act as a stop
gap until the legislature could act. Prorating gave the
departnment flexibility in either scenario.

Representati ve Doogan referred to | anguage on Page 2, line
7, of the bill. Hs interpretation was that the benefit
would increase if there was extra noney in the fund. He
wondered whether the bill provided for pro rationing paying
nmore in times of plenty. M. Livey informed that the bill
| anguage covered pro rationing in tinmes of shortfall and
when nore federal funds were received than expected. The
upward proration was necessary so no federal funds were
left "on the table.” He identified Page 1, lines 11-12, as
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the departnent's ultimate concern; the clear authority for
downward proration

Represent ati ve Doogan asked about the amount that could be
paid out on a pro rata basis. He inferred fromthe bill's
| anguage that wupward proration was allowed wth excess
funds from any source. He wondered whether a floor or cap
on benefit di sbursement was established. M . Li vey
el aborated that the cap was reflected in the anount of
f eder al f unds aut hori zed and state gener al f unds
appropriated. The previous bill, SB 220 was not witten as
an entitlenent that authorized an absolute disbursenent
based on eligibility, mking downward proration necessary.
He elucidated that upward pro rationing authority enabled
the state to spend |less general fund dollars if additional
federal funds became avail abl e.

8:55:10 AM

Representative Doogan did not see a limtation on federa
funds in the bill. M. Livey replied that he was probably
correct. He discerned that DHSS could continue upward pro
rationing provided the federal governnment increased funding
and the legislature authorized the expenditure.

Co-Chair Stoltze asked if the scenario was |ikely.

RON KREHER, DI RECTOR, DIVISION OF PUBLIC ASSI STANCE
DEPARTMENT OF HEALTH AND SOCIAL SERVICES, stated the
scenario was fairly unlikely. He added that typically the
federal governnent funding was not sufficient to keep pace
with the statutorily required payout. He explained that the
AHAP nmandated benefit payout was based on the prior year's
value of a barrel of North Slope crude oil per community
heating point. The federal funding did not keep up wth
that |evel of payout.

Representative WIson provided an exanple from personal
experience in non-profit work. She renenbered an upward
proration benefit paid because |less people applied for
heati ng assistance than expected. The departnent aspired to
hel p as many people as possible and held earlier payouts at
anticipated levels of need. The pro rationing occurred
after the April application deadline. M. Kreher concurred
with her experience. The departnent does issue suppl enental
paynents with excess funds at the end of the program year.
He explained that occasionally, DHSS did receive excess
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federal contingency funds and only a fixed percent were
allowed to carry forward.

Represent ati ve Edgnon supported the |egislation. He pointed
out the programis significant i nportance for rural
communities faced with exorbitant honme fuel oil costs. The
bulk of last year's AHAP benefits ($29 mllion) went to
Fai r banks, Anchorage, and the Mat-Su area. The program has
positive statew de inpacts.

8:59:43 AM

M. Kreher confirnmed that 60 percent of the recipients
lived in wurban areas. He added that the payout per
household was higher in rural areas because of the high
heati ng cost.

Representati ve Edgnon revealed that in the Bristol Bay area
t he program served 440 households in FY 09 and increased to
653 in FY 10. The cost of heating fuel was $6 per gallon in
Dl lingham He believed the programwas critical.

Representative Joule felt that the people who were eligible
for the program were appreciative of the help. He received
conplaints that sonme recipients attenpted to sell their
benefits. He asked whether there was a nechanism to
determne if a person was bootlegging from the program and
if there was a way to deal with the problem M. Kreher
recalled that DHSS can prosecute fraud related to
m srepresentation of need. He was uncertain if a statute
related to the resale of benefited heating oil existed. He
felt the problemwas difficult to prove.

Representative Joule restated that his constituents and
other rural <citizens voiced concern about the re-sale
problem He noted that nost recipients really appreciated
the program The problem was when people msused the
benefit. He perceived that two issues needed definition to
craft a solution: what constituted a report and violation
and assigni ng consequences. He enphasized the inportance of
the issue. M. Kreher assured that DHSS wll draft an
appropriate regulation as part of the energency regul ations
that were required for the |legislation. Representative
Joule requested a copy of the drafted |anguage upon
conpl eti on.
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Vi ce-chair Fairclough wondered whether a legislative audit
of the program was perforned.

9:05: 15 AM

M. Kreher affirnmed that an audit was part of the annual
review process. Vice-chair Fairclough wondered whether DHSS
establ i shed annual heating fuel consunption per household
data. She thought that the data could alert the departnent
of suspi ci ous use.

M. Kreher disagreed that suspicious use was easy to
detect. He argued that AHAP was designed to neet only a
portion of home heating costs. He opined that it would be
extrenely difficult to accurately nonitor and nmintain that
information. He was uncertain how the departnent would know
that the fuel was being redistributed.

Vi ce-chair Fairclough believed that it was a fairly sinple
cal cul ation. She thought that the data was collected in the
application process. She wondered whether DHSS nonitored
the average cost of energy per household in different
regions of the state. M. Kreher answered in the negative.

Vice-chair Fairclough explained that a possible benefit
ceiling mght be established by figuring the average cost
of energy and the percentage of household inconme spent to
heat a home. She suggested a benefit approximate to the
per centage of incone spent to pay for the heating costs.

9: 08: 53 AM

Vi ce-chair Fairclough asked whether there was a statutory
mechani sm that automatically re-funded the program each
year. M. Kreher replied that the statute originally
i ntended that the Departnment of Revenue (DOR) establish the
fund and a nechanismto refill the fund based on the prior
year's price per barrel of crude oil. The structure was not
established. The program received fixed general fund
appropriations in past years.

Vi ce-chair Fai r cl ough wonder ed whet her Power Cost
Equal i zation (PCE) was capitalized. M. Kreher responded
that PCE was not operated by the departnent.

M. Livey interjected that the PCE program was endowed. The
proceeds from the endowrent contributed sonme of the annua
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costs of the program A general fund appropriation nade-up
t he difference.

Vice-chair Fairclough offered that she was attenpting to
understand the revenue path into the AHAP program She
recapped that the PCE revenue structure had two streans of
revenue. M. Livey agreed. He elaborated that the AHAP
program consisted of two streans of federal funds: funds
from LIHEAP and Affordable Heating Assistance Program
conbi ned enbody the total anpbunt of federal funding.

Vice-chair Fairclough wondered whether there was any
overlap in who could qualify for each program and if DHSS
monitored qualification. M. Kreher replied that the
federal guidelines served households up to 150 percent of
the poverty level and AHAP up to 225 percent. The state
funds were wused solely for the benefactors above 150
percent of the poverty level. He enphasized there was no
overl ap.

9:12:54 AM
AT EASE

9:13:12 AM
RECONVENED

M. Kreher continued to explain that general funds were
used to augnent the paynent to the federally funded
households. He reminded the comittee that often the
federal funding levels were insufficient to pay the sane
dollar value that was required under statute. Vice-chair
Fai rcl ough explained that she appreciated the program She
was endeavoring to understand how t he program oper at ed.

Representative Joule spoke to Vice-chair Fairclough's
guestion regarding overlap. He shared that in Kotzebue a
consuner would qualify for Power Cost Equalization but
because of incone not qualify for the heating assistance
program Sone people qualify for both. He remnded the
cormmittee that PCE only covered up to 500 kilowatts per
nont h.

Representative Gara requested a conprehensive answer
related to Representative Joule's earlier concern about
bootl egging. He offered DHSS existing statutes it could
enploy as a deterrent effect. He cited the "crinme of
unsworn falsification." He defined that it was crinme to
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sign for a benefit that was gained from a lie. He was
uncertain the statute was applicable. He also suggested
that a benefactor could sign a statenent declaring the
household of wuse; if the benefit was not used at the
speci fied household that would constitute fraud. He
qualified that DHSS should consult with the Departnent of
Law (DOL). M. Kreher replied that the prosecution of
unsworn falsification was standard in the D vision of
Publ i ¢ Assi st ance.

Representative Joule was uncertain the problem was ranpant.
He received conplaints and wanted to shed light on the
issue. He believed a nechanism was necessary to prevent
fraud and abuse.

9:18: 49 AM

Vi ce-chair Fairclough added that she was nore supportive of
the entire program when there was a nonitoring process in
pl ace to ensure those entitled received the assistance. She
appreci ated Representative Joul e' s concern.

Representati ve Neuman asked what type of fuel sources were
covered under the program M. Kreher responded that all
forns of heating fuels were included under the program The
department focused on the primary heat source and repaid
t he vendor.

Representative Neurman asked if a local firewod provider
was considered a vendor. M. Kreher responded that the
departnment nmade a direct paynent to the honeowner if
firewood was the main heating source.

Representati ve Neuman asked if the departnment ensured that
the paynments were spent appropriately. M. Kreher restated
that the departnment nmade paynents to the vendor whenever
possi ble. Paynents were nade to households as a |ast
resort. The Division of Public Assistance maintained lists
of vendors.

Representative Neuman wanted to ensure that people who
swtched to alternative heating sources had access to the
program M. Kreher assured that was the case. He added
t hat proof of heating costs were conpul sory.

Represent ati ve Edgnon underscored that in the vast majority
of cases the program provi ded noney directly to the vendor.

House Fi nance Conmmittee 10 04/ 12/ 11 8:34 A M



M. Kreher agreed. He noted the rare exceptions. Honeowner
paynment occurred typically with wood heat.

9:26: 07 AM

Representative Doogan clarified that his earlier concerns
related to the anmount that the |egislature wanted to fund
the program He determned that the |anguage in the bill
mandated an upward pro rationing of excess funds. He
t hought that prohibited the |egislature from establishing
the level of funding. He requested that DHSS provide a
history of payouts from the program that included pro
rationing. He felt that the law provided the program very
broad authority.

Vi ce-chair Fai r cl ough wonder ed whet her suppl enent a
paynments were provided to the vendor and if t he
suppl emrental benefit were passed on to the participant. M.
Kreher indicated that supplenental paynents were paid to
t he vendor for the participants account.

Vi ce-chair Fairclough OPENED and CLOSED public testinony.

SB 102 was HEARD and HELD in commttee for further
consi derati on.

#hb183
HOUSE BILL NO. 183

"An Act relating to the Village Safe Water Act."

9:30: 26 AM

SHEI LA PETERSON, STAFF, REPRESENTATIVE ALAN DI CK, expl ai ned
CS HB 183 (CRA) and the proposed changes in the CS. She
related that the Village Safe Water Act (VSW provided
grants for water and sewer in small comunities in Al aska
The bill addressed issues of eligibility. She inforned the
commttee that VSW defined a village as an unincorporated
comunity, a second class city, and a first class city with
less than 600 residents. The legislation nodified the
definition, nodestly eased eligibility, and established
accountability.

Ms. Peterson detailed that the Cty of Nenana, (population

370) applied for a VSW grant. The comunity worked wth
city officials to plan and design an upgrade to their
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exi sting water and sewer system The existing systemwas in
use since 1970. The grant was awar ded. The ©city
subsequently l|earned that they were ineligible for the
grant because Nenana was a "home rule" city organi zed under
a charter. She delineated that a hone rule city received
their authority under an adopted charter rather than state
statute. The bill added home rule nunicipalities with |ess
than 1000 residents eligible for the VSW program Under the
provi si on, Nenana and Yakutat were eligible for VSW
f undi ng.

Ms. Peterson continued to discuss the legislation. The bill
raised the population limt for eligibility for first class
cities to 1,000. The legislation ensured that an
“uni ncorporated conmunity" wth a governing body was
eligible. She defined "unincorporated community" as a
comunity that was not a hone rule, first class, or second
class city. Villages identified under Al aska Native C ains
Settlement Act (ANCSA) qualified. The |egislation intended
that ANSCA villages would operate under governing bodies

She identified the problem The Al aska Native Cains
Settlenment Act required that a village nust form a non-
profit or for profit corporation but did not mandate a
governi ng body.

9:34:15 AM

Ms. Peterson indicated that the CS endeavored to include
uni ncorporated conmunities. The CS required unincorporated
comunities to adopt governing bodies for VSWeligibility.

Vi ce-chair Fairclough asked whether Representative Dick
supported the CS. Ms. Peterson affirned.

Representative WIlson MOVED to ADOPT CS Wrk Draft HB 183
27-1L.S0601/1 (4/11/11 Bullard) as a working docunment before
the conmittee.

Represent ati ve Doogan OBJECTED.

Representati ve Doogan asked for a list of the eight first
class cities that would benefit from the population limt
increase. Ms. Peterson referred to an emnil addressed to
her fromBill Giffith (4/11/11) (copy on file) distributed
to the conmttee that listed the communities. She |isted
the eligible communities: Aki achak, Ki pnuk, Yakut at ,
Kl awock, Hoonah, N nilchik, King Cove, and Sand Poi nt.
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9:37:27 AM

BILL GRI FFI TH, FACILITY PROGRAMS MANACGER, DIVISION OF
WATER, DEPARTMENT OF COWMMVERCE, COMMUNITY AND ECONOMC
DEVELOPMENT (via teleconference), in response to a question
by Representative Neuman, explained that Tal keetna had
water facilities operated and mai ntai ned by the borough not
the city. The borough received funding through the
muni ci pal matching grant and |oan program Tal keetna was
eligible for the VSW program

LI NDSAY WOLTER, ASSI STANT ATTORNEY GENERAL, CIVIL DI VISION,
ENVI RONVENTAL SECTI ON, DEPARTMENT OF LAW ANCHORAGE (via
tel econference),affirnmed Talkeetna's eligibility for VSW
grants .

Representative Neuman comrented that the Gty of Tal keetna
imposed a tax for water and sewer services to help pay for
the system the Mat-Su borough provided.

Representative Costello wondered about the change related
to the definition of "unincorporated conmunity." She
anticipated unintended repercussions with the change in
statute. M. Peterson replied that the definition of
village only applied to the Village Safe Water Program She
pointed out that the CS renoved the ANCSA |ist. She read
the definition that replaced the ANCSA list related to
eligibility fromthe CS, Page 1, lines 9-16:

(D) the Annette Island Reserve established by 25
U S C 495 for the Metl akatla I ndian Community;

(E) a community with a popul ati on between 25 and 1, 000
that is represented by (i) a council organized
under 25 U S.C. 476 (sec. 16 of the Indian
Reor gani zation Act);

(ii) a traditional village council recognized by
the United States...

Ms. Peterson reassured the commttee that the definition
only applied to the VSW program

Ms. Wolter expressed uncertainty about the interpretation.
She discerned that the |anguage appeared to single out
native or tribal governnents eligible for the grants. She
cautioned that possible constitutional concerns existed.
She understood that DEC would |like to have a |ocal
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government in place to adm nister the grant and operate the
wat er and sewer system She wanted assurance that mandating
tribal governnents to form a governing body would not
present constitutional issues.

Representative Costello understood that a governing body
for an unincorporated community was the |egislature.

9:44: 12 AM

Ms. Wolter stated that she was unaware of a statute that
authorized the legislature as the governing body for an
uni ncorporated community. She qualified that she was not
famliar with the particular area of |aw. She understood
from other statutes that the |egislature enpowered sone
uni ncorporated conmunities to accept grant funds. She
indicated that the major concern behind the |egislation was
to ensure a responsible entity existed to account for the
VSW funds. The solution consisted of a statute that defined
the entity and conforned to the Equal Protection C ause.
Representative Costello expressed concerns with having two
different neanings for unincorporated conmunity defined in
statute. She thought that problens would ari se.

Vi ce-chair Fairclough asked whether the definition included
in the CS was specific to VSWor if it related to other
portions of the law M. WlIlter confirned that the
definition of village only related to VSW

Co-Chair Thomas related from personal experience that
tribal governnents waived their sovereignty in order to
accept funds from the state, including VSW Vice-chair
Fai rcl ough wondered whether that was a question for the
Departnent of Law.

9:48: 10 AM

Ms. Vol t er was unable to confirm Co-Chair Thomas' s
statenent. She stated she was new to the program and did
not have further infornmation.

M. Giffith confirnmed that Co-Chair Thomas was correct.
Tribal governnments were required to sign a waiver of
sovereign imunity to receive VSW funds.

Representative CQuttenberg referred to M. Giffith's emai
(copy on file) to Sheila Peterson. He noticed the inclusion
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of wunincorporated conmunities inside of |arger boroughs. He
asked whether that was an issue. He wanted to understand
how VSW defined unincorporated conmunities. M. Giffith
identified that over 100 conmunities in the state were
uni ncorporated and had no tribal governnment or governing
body. Sonme were |ocated within a borough and sone were not.
The program |earned of their existence when the comunity
contacted VSW to request funding. He was often uncertain
what type of governing organization, if any, existed in the
conmuni ti es.

Representative Gara wondered whether the VSW was the only
fundi ng nechani sm avail able for comrunities that were using
out houses and honey buckets. M. Giffith answered that the
VSW was the primary program that funded npbst comunities
waste water inprovenents. Minicipal mtching grants and
loans to larger communities and occasional |egislative
grants from Departnent of Conmerce, Community and Economi c
Devel opnent (DCCEC) were available. He added that no
establi shed program existed to admnister the DCCED grant
f unds.

Representative Gara asked how many communities in the state
did not have sewer systens. M. Giffith acknow edged t hat
there were roughly 40 communities where nore than half of
the hones were wthout running water and sewer. He
menti oned that VSW had ongoing projects to provide services
in half of the comunities.

Representative Gara related that his only concern about

expanding the program was that the communities with nore
serious problens had to conpete against addi ti onal

comunities for the sanme pot of noney. He wondered if VSW
woul d prioritize conmmunities wth the nost severe probl ens.

M. Giffith replied that VSWused a prioritization process

and scoring criteria to establish legislative funding for

the program The criteria determned need primarily based
on the health inpacts of the comunity. Conmunities w thout

runni ng water or sewer were prioritized higher.

9:54: 01 AM

Representative Gara deduced that the conmunities nost in
need would still get priority under the bill. M. Giffith
thought that was a fair assunption. He added that
occasionally VSW funds projects that were not first tine
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water and sewer. Other criteria were also considered such
as the ability to operate and maintain existing services.

Representative Neuman inquired about the nmeaning of
"governing body." He nentioned the Legal Services Meno from
the Division of Legal and Research Services (4/6/11 Cook)
(copy on file). He referenced the comunity of Settlers
Bay, located in the Mt-Su borough, governed by a covenant
board. He wondered whether a subdivision would qualify for
the VSWprogram M. Wlter rem nded the conmttee that the
Department of Law (DOL) did not wite the |egal opinion.
She discussed the legal opinion with DEC and ascertained
that city councils were not unincorporated communities. She
believed that the |egal services definition of "governing
body" needed revi sion.

9:58: 18 AM

Represent ati ve Doogan W THDREW hi s obj ecti on.
The CS Wrk Draft HB 183 27-LS0601/1 was ADOPTED.
Vi ce-chair Faircl ough OPENED public testinony.

JASON MAYRAND, MAYOR OF NENANA (via teleconference), spoke
in favor of expanding the definition of "hone rule."” He
expressed concerns that Nenana was precluded from VSW
funding as a hone rule nunicipality. He noted that the
"hone rule" definition escaped statute. The |[|egislation
attenpted to renedy the situation. He explained that
Nenana's original sewer and water system was installed in
the 1970's by Public Health Services (PHS). In the 1990's,
a sewer and water expansion project was constructed. The
project was funded by a DEC matching grant. The match cost
the community $400 thousand. Four years ago, the conmunity
researched eligibility and applied for the VSW grant which
provi ded 100 percent funding. He el aborated that Nenana was
working to rehabilitate their water and sewer system The
pi pi ng experienced frequent cracks and required
repl acenent. The PVC had a tendency to crack and fixing
| eaks underground was expensive and time consum ng. Nenana
was awarded VSW design and construction funds. The grant
was subsequently revoked and the only option to fund the
project was a capital appropriation. The conmunity could
not repay the exorbitant cost ($1 million to $2 million) in
| oans needed to replace the failing system He stressed
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that the community conpetently operated and nmaintained the
exi sting system He urged passage of the |egislation.

Vi ce-chair Fairclough asked whether he had heard di scussion
on the CS. She invited the mayor to share his opinion on
the CS. M. Miyrand referred to CSHB 183 (CRA) Section 1,
line 2 that listed the definition of village as listed in
statute 43 U S.C. 1610 or 1615 and del eted "unincorporated
comunity.” He offered that the CS should include the
statue and | eave in "unincorporated conmunity."

Representati ve Edgnon concurred Wi th t he mayor' s
suggestion. He wondered whether that idea was discussed.
Ms. Peterson replied that the concern wth the ANCSA
definition was twofold. The ANCSA definition did not ensure
a governing body. The  Depart nent of Envi r onnment al
Conservation strongly urged inclusion of a governing body
to ensure accountability. The second concern was related to
conformty with the Equal Protection Act. She solicited the
legal nenob to determine the constitutionality of the
definition. Legal Services suggested the definition focus
on a governing body as opposed to Native status. The ANCSA
definition was renmoved. She noted that DEC worked with DOL
to devel op the | anguage in the current CS

10: 06: 32 AM

Representative Edgnon discussed the legal opinion related
to the Equal Protection C ause. He wondered about i ncl uding
| ndi an Reorgani zation Act (IRA) and village councils. He
identified that federal tribal dollars were available that
could enhance VSW grants. Vice-chair Fairclough requested
the information at a |later neeting.

Representative Gara asked if DEC | ed Nenana to believe that
they qualified for funding. M. Myrand replied in the
affirmative. He detailed that in addition to the VSW design
grant, DEC awarded Nenana construction funds appropriated
by the legislature in 2008. Representative Gara opined that
if the legislation was not passed this session the
| egi slature should appropriate capital funds for the
project on noral grounds. He believed the situation was
wWr ong.

Vi ce-chair Fairclough asked if Nenana incurred outstanding

costs due to the rescinded funding. M. Myrand expl ai ned
that the city was permtted to retain the design funding
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only the construction funds were wthdrawn. Vice-chair
Fai rcl ough asked for the project's construction costs. M.
Mayrand responded that the total cost was estimated at $9.5
mllion over a period of 5 to 6 years.

Representative Gara asked if the city was "out-of-pocket™
for costs associated with the project. M. Myrand answered
in the negative.

10:11:11 AM

Vi ce-chair Fairclough CLOSED public testinony.

HB 183 was HEARD and HELD in commttee for further
consi derati on.

#hb89
HOUSE BI LL NO. 89

"An Act authorizing the comm ssioner of  natura
resources to offer bedload naterial for disposal for
fl ood control purposes in exchange for a percentage of
the profit fromthe sale of that material."

10: 12: 02 AM

REPRESENTATI VE ~ PAUL  SEATON, SPONSCR, expl ained the
legislation. He related that the legislation authorized an
alternative sale nechanism for certain gravel, sand, and
rock associated with flood plain problens or disasters. The
alternative sale nust proceed in conjunction with a flood
mtigation plan. He pointed out that the nobst persistent
problem was the outflow of river gravel and sedinents that
built up in streanbeds and caused overflow The overflow
tended to accunulate and rechanneled the river. The water
travell ed through people's properties causing damage. He
expounded that <current law required bedload material to
sell at fair mnmarket value. The legislation allowed the
comm ssioner of the Departnent of Natural Resources (DNR)
to consider nmitigation of state disaster expenses as part
of the fair market value. The percent of profit cal cul ation
was set at a mninmum of 12.5 percent. The material was not
a good quality gravel source and not as desirable on the
commercial market. The bill incentivized renoval for
commercial operators; and enabled the export of the grave

from the problem area. The gravel extractor was required to
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have an extraction plan certified by a professiona
engi neer.

10: 16: 10 AM

Representative Seaton furthered that the Departnment of
Transportation and Public Facilities (DOT) and DNR woul d
review the plan for approval. The review would ensure safe
material extraction. The idea of the legislation was to
reduce a hazard by encouraging safe elimnation of sedinent

bui |l dup. He recapped that the bill allowed an alternative
mechanism for valuing extracted gravel. The state wll
still receive value for the bedload material but my

consi der the value renoval offered for disaster mtigation

Co-Chair Thomas supported the legislation. He favored
allowng a private entity to renmove the gravel instead of
the state. He discussed his experience with gravel and
river shifting. He asked whether salnon streans were
pr ot ect ed. Representative Seat on assur ed t hat t he
| egi slation would not preclude any Departnent of Fish and
Gane (DFG) or DEC processes and permtting.

Representative Neuman inquired about the destruction of
spawning beds. He wanted assurance that the involved
agencies supported the legislation. Representative Seaton
repeated that all permts would remain in place under the
| egi sl ation. He noted that the state was «currently
authorized to sell bedload material. The sale based on a
gross up-front per yard fee was cost prohibitive for
comercial operators. The bill allowed the alternative sale
of bedload material at 12.5 percent of the profit.

10: 20: 29 AM

Vi ce-chair Faircl ough OPENED public testinony.

Representative Gara queried whether the bill would reduce
any standards that were required to protect habitat in a
fish stream

MARTY PARSONS, DEPUTY DI RECTOR, DIVISION OF M N NG LAND
AND  WATER, DEPARTMENT  OF NATURAL RESOURCES (via
t el econference), responded in the negative. He reassured the
commttee that the legislation does not reduce any DFG
requi renents.
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LARRY DEVILBISS, MAYOR, MAT-SU BOROUGH, voiced that the
borough supported the |egislation. He believed the
| egislation would help mtigate the borough's flood
probl ens.

Vi ce-chair Fairclough CLOSED public testinony.

Representative Quttenberg asked about the cost cal culation
for extraction. He wondered whether the extraction was
contracted with standard calculations or site specific
cal cul ated costs. Representative Seaton replied that the
sale calculations were site specific. The bill related very
specifically to bedload material extracted due to flood
mtigation. Representative Quttenberg related a problem in
his district that led to conpetition between two comerci al
entities extracting gravel. The business that operated
under state permts extracted gravel at significantly | ower
costs than the private entity.

Vi ce-chair Fairclough asked whether the bedload sale was
conpetitive. Representative Seaton replied that bot h
conpetitive and non-conpetitive sales were allowed under
current | aw.

10: 26: 08 AM

Co-Chair Stoltze did not believe the legislation presented
a loss of revenue for the state. He thought that HB 89 was
a wn-win situation. The |legislation provided inportant
flood mtigation and incentives for private operators.

Co-Chair Stoltze MOVED to report CS HB 89 (RES) out of
conmmttee wth i ndi vi dual reconmendat i ons and t he
acconpanyi ng new fiscal notes.

CS HB 89 (RES) was REPORTED out of committee with a "do
pass" recommendation and with one new indeterm nate note
from the Departnent of Transportation and one new
i ndet erm nat e note from the Depart nment of Nat ur al
Resour ces.

#hb103
HOUSE BI LL NO. 103

"An Act relating to the procurenent of supplies,
services, professional services, and construction for
the Alaska Energy Authority; establishing the Al aska
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Rai |l belt energy fund and relating to the fund;
relating to and repealing the Railbelt energy fund;
relating to the quorum of the board of the Al aska
Energy Authority; relating to the powers of the Al aska
Energy Authority regarding enployees and the transfer
of certain enployees of the Alaska Industrial
Devel opnment Export Authority to the Al aska Energy
Authority; relating to acquiring or constructing
certain projects by the Alaska Energy Authority;
relating to the definition of 'feasibility study' in
the Al aska Energy Authority Act; and providing for an
effective date.”

HB 103 was SCHEDULED but not HEARD

#

ADJ QURNVENT

The neeting was adjourned at 10:28 AM

10: 28: 35 AM
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