2:40: 46 PM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COW TTEE
April 5, 2012
2:40 p. m

Stoltze called the House Finance Conmittee neeting

to order at 2:40 p.m

VEMBERS PRESENT

Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve
Representative
Representati ve
Representati ve

VEMBERS ABSENT

Bill Stoltze, Co-Chair

Bill Thomas Jr., Co-Chair
Anna Faircl ough, Vice-Chair
Ma Costello

M ke Doogan

Bryce Edgnon

Les Gara

David Guttenberg

Reggi e Joul e

Tammi e W1 son

Represent ati ve Mark Neuman

ALSO PRESENT

Erin Har ri ngt on, Staff, Representative Aust er man;
Representative Al an Austerman, Sponsor; Joe Mchel, Staff,
Representative Bill Stoltze; Representative Paul Seaton,
Sponsor; Ben Milligan, Special Assistant, Departnent of
Fish and Gane; Joe Mchel, Staff, Representative Bill
Stoltze; John Anderson, Watherization Project Oficer,
Research and Rural Devel opnent, Alaska Housing Finance

Cor por ati on,

Departnent of Revenue.

SUMVARY
HB 290 ESTABLI SH ENDOW ALASKA GRANT PROGRAM
CSHB 90(FIN) was REPORTED out of Commttee with a
"do pass" recomendation and with one new zero
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fiscal note from the Departnment of Conmerce,
Communi ty and Economi ¢ Devel opnent.

HB 312 NATURAL GAS CONVERSI ON PROGRAM FUND

CSHB 312(FIN) was REPORTED out of Commttee wth
a "do pass” recommendation and previously
publ i shed i ndeterm nate fiscal note: FN1 (DOR).

HB 365 AQUATI C | NVASI VE SPECI ES

CSHB 365(FIN) was REPORTED out of conmittee with
a "do pass" recomendation and wth tw new
fiscal inpact notes from the Departnent of Fish
and Ganme and the Departnment of Natural Resources
and previously published zero fiscal notes: FNL
(DEC), FN2 (DEC), FN3 (DHSS).

2:42: 40 PM

#hb290
HOUSE BILL NO. 290

"An Act creating the endow Al aska grant programin the
Depar t ment of Conmmer ce, Communi ty, and Econom c
Devel opnent to encourage comrunity devel opnent."

Vice-chair Fairclough MOVED to ADOPT proposed conmttee
substitute for HB 290, Wor k Draft 27-LS1094\ R
(M schel /Kirsch, 4/3/12).

Co-Chair Stoltze OBIJECTED for discussion.

ERI N HARRI NGTQN, STAFF, REPRESENTATI VE AUSTERMAN, expl ai ned
the changes in the commttee substitute (CS). She observed
that alterations were made after feedback from the House
Finance Conmittee during the 3/29/12 hearing. She noted
that Representative Edgnon had raised a question regarding
the possible anbiguity of the term “comunity devel opnent.”
The CS addressed the concern by replacing “devel opment”
wi th “philanthropy” on Page 1, lines 2, 6 and 8.

Ms. Harrington spoke to a concern by Representative Doogan
and Vice-chair Fairclough that the order of the itenms in

the legislation could be perceived as a "ranking". To
address the concern, “ranking” was substituted wth
“eval uating” on Page 2, line 10 and 11.

House Fi nance Conmmittee 2 04/ 05/ 12 2:40 P. M



MVs. Harri ngt on recal |l ed di scussi ons regar di ng t he

restrictiveness of the list. Consideration was given to
changing "may" to "shall"™ on page 2, line 11. The change
was not made due to constitutional issues, which took

control away from the legislature and transferred it to a
third party.

Ms. Harrington observed that on Page 3, lines 8 and 9, a
new subsection (3) was added to AS 44.33.180 that read:
“state general funds may not be used as the matching funds
for this program” The new section was added to clarify
that a community could not use state funds as its nmatch for
a project.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTI ON, Work Draft 27-KS1094\ R was ADOPTED.

2:45:17 PM

REPRESENTATI VE = ALAN  AUSTERMAN, SPONSOR, t hanked t he
comm ttee.

Vi ce-chair Fairclough reviewed the new zero fiscal note for
the Depart nment of Commer ce, Community and Economc
Devel opnent .

Vi ce-chair Fairclough MOVED to report CSHB 290 (FIN) out of
Committee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note.

Co-Chair Stoltze OBJECTED for purpose of discussion. He
noted philosophical hesitations regarding the |egislation
but allowed the bill to nove from commttee. He W THDREW
hi s OBJECTI ON.

There being NO further OBJECTION, CSHB 290(FIN) was
REPORTED out of conmttee with a "do pass" recomendation
and with one new zero fiscal note from the Departnent of
Commerce, Comrunity and Econom c Devel opnent.

2:47: 02 PM
AT EASE

2:50: 08
RECONVENED

House Fi nance Conmmittee 3 04/ 05/ 12 2:40 P. M



#hb365
HOUSE BI LL NO. 365

"An Act relating to the rapid response to, and control
of , aquatic invasive species."

Vice-chair Fairclough MOVED to ADOPT proposed conmttee
substitute for HB 365, Wrk Draft 27-LS1439\B (Bullard,
4/ 5/ 12).

Co-Chair Stoltze OBIJECTED for discussion

JOE M CHEL, STAFF, REPRESENTATIVE BILL STO.TZE, expl ained
the changes included in the CS. The word "marine" was
removed from "marine aquatic invasive species" throughout
the | egislation.

M. Mchel observed that the commttee substitute renoved
t he | anguage in section (f) CSHB 365(RES):

In this section, "marine aquatic invasive species"”
means an organi sm introduced to a marine ecosystem to
which it is not native and whose introduction causes,
or is likely to cause, economc or environnental harm
or harmto human health."

M. Mchel explained that the above |anguage was repl aced
with the original section (f) as contained in HB 365:

(f) In this section, "aquatic invasive species" means
an organism introduced to a marine or freshwater
ecosystem to which it 1is not native and whose
introduction causes, or is likely to cause, economc

or environnental harmor harmto hunan health.

M. Mchel noted that the commttee substitute al so added a
new section G

In this section, "aquatic invasive species" neans an
organism introduced to a marine or freshwat er
ecosystem to which it 1is not native and whose
i ntroduction causes, or is likely to cause, econonc
or environnental harmor harmto human health.

M. Mchel «clarified that the changes were nmade in
consultation with the Departnment of Fish and Gane.
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Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTION, Work Draft 27-LS1439\ B was ADOPTED.

REPRESENTATI VE PAUL SEATON, SPONSOR, spoke in support of
the legislation and observed that HB 365 provided rapid
response to prevent infestations of invasive species from
spreading. The bill allowed the departnent to aggressively
target new invasive species.

2:53: 27 PM

Co-Chair Stoltze expressed the commttee's support for
expansion of the legislation reflected in the CS

BEN MJLLI GAN, SPECI AL ASSI STANT, DEPARTMENT OF FISH AND
GAME, explained that the inclusion of fresh water
ecosystens would not dimnish the departnent's ability to
perform mari ne ecosystem mtigation

Representative Gara asked for a letter from the Departnent
of Fish and Gane (DFG to address his concern. He cited
Page 2, Subsection (f) of the CS

(f) In responding under (b) of this section to the
occurrence of freshwater aquatic invasive species, the

department shall respond in a nmanner deternmned to
cause the least harm to noninvasive resident fish
populations in that limted or isolated geographic
area that are used for recreational, personal use,

commerci al, or subsistence purposes.

Representative Gara worried that the |anguage "conpelled"
the departnment's use of chemcal eradication even if the
har m out wei ghed the benefit. M. Milligan observed that the
section of the bill that related to the response plan [Page
1, Subsection (b)] used the word "may." He concl uded that
the departnent was not forced into using chemcals. He
indicated that Subsection (f) directed the departnment to
consider the appropriate response. He exenplified Al exander
Creek; a location DFG was currently performng Pike
eradication. In an effort to rebound the resident Chinook
and Coho salnon population the departnent enployed non-
chem cal nethods to eradicate the Pike.

Representati ve Gara under st ood t he i nt ent of t he

| egi sl ati on but wanted assurances that the departnment would
not feel "conpelled" to enploy chem cal neasures.
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Representative Joule thought that the |anguage allowed the
departnment to "scal e back" use.

Representative Seaton clarified that Subsection (f) related
only to fresh water aquatic invasive species. He noted the
| anguage directed DFG to enploy the nmethod that caused "the
| east anobunt of harm" He cited Subsection (d):

(d) Rapid response to, and managenent of, an aquatic
invasive species in a limted or isolated geographic
area under (b) of this section shall be given priority
over activities regulated by the departnment in that
limted or isolated geographic area.

Representative Seaton further clarified that Subsection (d)
granted rapid response of invasive species a priority in
mar i ne or freshwat er ecosyst ens. He stated t hat
establishing the priority was the intent of the CS

2:57:57 PM

Co-Chair Thomas asked whether the use of felt waders were
prohibited. M. Milligan affirmed and reported that the
prohibition was in response to concerns of whirling disease
mgrating to Alaska. He added that the departnent engaged
in outreach to notify the public.

Co-Chair Stoltze MOVED to ADOPT Anendnent 1, sponsored by
all nmenbers of the House Fi nance Committ ee.

Amendnment 1

Page 1 line 8 delete [in limted or isolated
geographic areas.] Page 1 line 13 &l4 delete [in
l[imted or isolated areal] Page 2 line 3 & 4 delete [in
alimted or isolated geographic area] Page 2 line 9 &
10 delete [in a limted or isolated geographic area]
Page 2 line 17 delete [in a limted or isolated
geographic area] Page 2 line 20 delete [resident]

Co-Chair Thomas OBJECTED for di scussi on.

M. Milligan spoke to the anendnent. He explained that the
anendnent granted the departnent nore |leeway for future
pl anni ng. After discussions wth DFG staff it was
determined that the language "in a |limted or isolated
geographic area” was limting. Sonetines invasive species
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such as Pike, resided in drainages or other types of water
bodies. In developing a mtigation plan elimnation of the
| anguage allowed the departnment to broaden the scope to
i ncl ude areas such as drai nages. Planning would still occur
in geographically isolated areas, e.g., |akes.

Co-Chair Stoltze interjected that the deletion of the
| anguage kept the possibilities open for future private
foundati on funding, federal receipts, and noney from other
sources that the departnment mght qualify for wth the
broader definition. M. Milligan affirmed. In addition, he
confirmed with the attorney general that DFG and the
Department of Natural Resources (DNR) were held harm ess
for rapid response occurrences in mariculture sites wth
regard to the elimnation of the | anguage.

M. Milligan related that the deletion of the word,
"resident” in Subsection (f), in amendnent 1, left the
phrase "noninvasive fish population.” The phrase included
t he anadronous fish population e.g., salnon and steel head
and broadened the provision.

Co-Chair Thomas W THDREW his OBJECTION. There being NO
further OBJECTI ON, Anmendrment 1 was adopt ed.

3:02: 39 PM

Representative Seaton reiterated his support for the
anmendnent and the CS version of the |egislation.

Vice-chair Fairclough discussed the fiscal notes. She
observed that there were two indetermnate fiscal notes.
Co-Chair Stoltze expressed support for supplenental funding
if necessary. He wanted the departnent to have the ability
to react to a crisis or avert a problem

Representative Quttenberg conpared the funding to forest
fire fighting and felt that indeterm nate fiscal notes were
appropri ate.

M. Milligan noted that existing funds were used along with
outreach to the federal government (United States Fish and
Wldlife Service, $90,000) for mtigation of a previous
out break of Dvex [tunicate D demmum vexillunj. Additionally,
t he departnment requested $500,000 in the capital budget to
conpl ete the Dvex eradication.
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Vice-chair Fairclough noted that there were five fiscal
notes: three previously published zero fiscal notes: FN1L
(DECQ), FN2 (DEC), FN3 (DHSS) and two new fiscal i npact
notes fromthe Departnment of Fish and Gane in the anount of
$489. 2 thousand for FY 2013 and $341.6 thousand in FY 2014
and the Departnent of Natural Resources in the anount of
$84.2 thousand for FY 2013 and indeterm nate through 2018.

3:07:28 PM

M. Milligan observed that the new DFG fiscal note total of
$830,800 saved the state noney conpared to the original
fiscal note costing $1.2 mllion.

Represent ati ve Doogan asked why the new DFG sport fisheries
fiscal note was indetermnate in the out years beginning in
FY 2015. M. Milligan explained that the out years
expenditures were indetermnate due to the fact that it was
i npossible to predict future occurrences and the costs to
mtigate them

Representati ve Doogan surm sed that the fiscal note funding
set up the devel opnent of the plan [lnvasive Species Action
Plan] and did not fund a response to an outbreak. M.
Mul I'igan affirned the statenent.

Co-Chair Thomas MOVED to report CSHB 365(FIN) out of
Comm ttee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes. There being NO OBJECTIQN, it was
so ordered.

CSHB 365(FIN) was REPORTED out of conmittee with a "do
pass"” recommendation and with two new fiscal inpact notes
from the Departnent of Fish and Gane and the Departnent of
Nat ural Resources and previously published zero fiscal
notes: FN1 (DEC), FN2 (DEC), FN3 (DHSS).

3:10:13 PM
AT EASE

3:11: 36 PM
RECONVENED

#hb312
HOUSE BI LL NO. 312
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"An Act <creating a lowinterest |loan program for
homeowners who convert their hones to natural gas-
fired heating; and creating the natural gas hone
heati ng conversion |oan fund."

Vice-chair Fairclough MOVED to ADOPT proposed conmttee
substitute for HB 312, Wrk Draft 27-LS1301\E (Nauman,
4/ 4/ 12) .

Co-Chair Stoltze OBJECTED for discussion.

3:12: 32 PM

JCE M CHEL, STAFF, REPRESENTATIVE BILL STOLTZE, explained
the changes included in the CS. He renmarked that the CS was

"structurally different” from the original |egislation.
Addi tional sections were rolled into Section 1. The word,
"inspection"” replaced "energy audit" throughout the bill. A

regi stered nechani cal contractor was authorized, along with
energy raters to perform inspections. Al references to
"l oan fund" were replaced with "loan program”™ On Page 3,
lines 3-4 were added: ".shall be deposited in the general
fund and may be appropriated for the |oan program under
this section or for any other public purpose.™

Representative WIson introduced the |egislation by reading
t he foll ow ng:

HB 312 will <create a Ilowinterest |oan program
adm ni stered by the Al aska Housing Finance Corporation
for homeowners who use oil, coal, or wood to heat

their homes so they can convert to a natural gas,
propane, electric, biomass, or district heat heating
appl i ance.

Oiginally, HB 312 would only provide |oans for the
conversion to a natural gas-fired heating appliance.
However, through the committee process, HB 312 was
expanded to include propane, bionass, electric heat,
and district heat. The conmittee substitute for HB
312 now provides for a statewide approach for
homeowners to convert to a nore affordable and
ef ficient heating method. Propane can be utilized in
Al aska’s rural comunities. Bi omass heat in the form
of pellets is growing in popularity and could be
inplenented in the Rural Interior and Sout heast
portions of the State. El ectric heat has now becone
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nore affordable in Kodiak and the Southeast regions of
Al aska. Finally, district heat 1is available in
communities that have conbined heat and power plants,
such as in Fairbanks’ downtown coal plant where the
by- product steam and hot water are punped through a
pi pe system providing affordable and em ssion-free
heat to custoners.

My office has worked carefully with AHFC to create a
statewi de program offering loans up to $7,500, at a 1%
interest rate for a termof 10 years. The |oans would
only cover the cost of the heating appliance, and not

the cost of materials and installation. Loans will be
offered to qualified applicants who use either heating
oil, coal, or wood as their primary heat source. The

heat sources which the honmeowner w shes to convert to
must be readily accessible for use. HB 312 requires an
i nspection by either an AHFC certified energy rater or
a registered nechanical contractor, who wll confirm
the heating nethod the honeowner uses, and provide an
explanation of the potential energy savings the
homeowner could see if they converted to one of the
options avail abl e through the program

HB 312 wll have additional benefits to conmunities
who have been designated by the EPA to have
unacceptable air quality |evels. Currently, the
Fai rbanks North Star Borough has been designated by
the EPA as a PM 2.5 nonattainnent area. The | ow
interest loan program created by HB 312 would allow
for residents of the FNSB to afford conversions to
cl eaner, nore efficient heating nmethods to help abate
the high levels of particulates in our air.

Representative W/Ison spoke to the energy rebate program
She noted that the energy rebate program could be used to
recoup costs for a new gas fired appliance but
rei nbursenent was dependent on a weatherization rating.
Repl aci ng doors, w ndows, and enhancing insulation recouped
nore costs on the rating system than a new heating source
She pointed out that the program provided | oans and was not
a gi veaway.

Co- Chair Thomas wondered whet her the appliance |oan nust be

paid before the house title could be transferred in the
case of a sale.
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3:17:34 PM

Representative WIlson assuned that the |oan applicant would
repay the | oan before the sale.

JOHN ANDERSON, WEATHERI ZATI ON PRQJIECT OFFI CER, RESEARCH AND
RURAL DEVELOPMENT, ALASKA HOUSI NG FINANCE CORPORATI ON,
DEPARTMENT OF REVENUE, agreed that the |oan would be the
responsi bility of the applicant.

Representative (Quttenberg noted that the legislation
expanded inspectors to include mechanical contractors. He
guestioned whether there were sufficient contractors
capable to do the work. M. Anderson affirnmed and clarified
that the departnent would follow the sane regulatory
process that already qualify the inspectors and follow the
regulations in place that qualified the state mechanical
adm ni strator's |icense.

Vice-chair Fairclough noted the indeterminate FN 1 (DOR)
fiscal note. She wondered if the |oan program was funded or
if the legislation devel oped the structure. Representative
Wlson affirnmed that noney for the loan fund was not
appropriated. The legislation set up a nechanism for the
| oan fund.

Vi ce-chair Faircl ough asked whet her one percent of the fund
anount woul d adequately cover the adm nistrative costs. M.
Anderson thought that one percent was an appropriate
esti mate.

Vi ce-chair Fairclough wondered how nany honmes were in
Fai rbanks and North Pole. Representative WIson replied
that approximately 21,000 honmes qualified as a single
fam |y hone.

Co-Chair Stoltze noted the need in the Mat-Su as wel|.
Representati ve Doogan discerned that the program provided
zero interest loans. M. Anderson affirned and added that
the one percent interest would go back into the general
fund.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTI ON, Work Draft 27-LS1301\E was ADOPTED.

3:23: 27 PM
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Co-Chair Stoltze OPENED public testinony.
Co-Chair Stoltze CLOSED public testinony.

Vi ce-chair Fairclough MOVED to report CSHB 312(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 312(FIN) was REPORTED out of Committee with a "do
pass" reconmendati on and previously published indetermnate
fiscal note: FN1 (DOR).

#
ADJ OURNVENT

3:25:35 PM

The neeting was adjourned at 3:25 PM
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