10: 25: 21 AM

CALL TO ORDER

Co-Chair

HOUSE FI NANCE COVM TTEE
April 14, 2012
10: 25 a. m

Stoltze called the House Finance Conmittee neeting
to order at 10:

25 a. m

VEMBERS PRESENT

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

VEMBERS ABSENT

None

ALSO PRESENT

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

Mar k Neuman

Tamm e W1 son

Peter Ecklund, Staff, Representative Bill Thomas; Janes
Ar mst r ong, Staff, Representati ve Bill Stol tze;
Representative Steve Thonpson; Mark Davis, Deputy Director,
Al aska I ndustrial Devel opnent and  Export Aut hori ty,
(Al DEA), Departnent of Commerce, Community and Economc
Devel opnent ; Joe M chel, Staff, Representative Bill
Stoltze.
SUMVARY
CSSB 23(FIN)

FI LM PRODUCTI ON TAX CREDI T/ AUDI TS

HCS CSSB 23(FIN) was REPORTED out of comittee

with a "do pass" recomendation and wth new

House Fi nance Committee 1

04/14/12 10:25 A M



fiscal notes from the Departnent of Revenue and
the Departnent of Commer ce, Community  and
Econom ¢ Devel opnment and a new zero fiscal note
fromthe Legislature.

CSSB 66( FI N)
Al DEA: NEW MARKETS TAX CREDI T PROGRAM

HCS CSSB 66(FIN) was REPORTED out of commttee
with a "do pass" recomendation and with two new
zero fiscal notes from Departnment of Conmmerce,
Comuni ty and Econom ¢ Devel opnent, and
Depart ment of Education and Early Devel opnent.

CSSB 160(FIN) BUDGET: CAPI TAL

HCS CSSB 160(FIN) was REPORTED out of commttee
with a "do pass" recommendati on as amended.

CSSB 182( EDC)
PUPI L TRANSPORTATI ON FUNDI NG

HCS CSSB 182(FIN) was REPORTED out of committee
with a "do pass" recommendation and with three
new fiscal inmpact notes from Departnent of
Education and Early Devel opnment and two new zero
notes from Departnment of Education and Early
Devel opnent .

10: 25: 34 AM

#sb182
CS FOR SENATE BILL NO. 182( EDQ)

"An Act anending the anobunt of state funding provided
to school districts for pupil transportation.”

Vi ce-chair Fairclough MOVED to ADOPT Wrk Draft HCS CSSB182
(FIN 27-LS1283\O, (4/13/12, M schel).

Co-Chair Stoltze OBJECTED for purpose of discussion.

PETER ECKLUND, STAFF, REPRESENTATIVE BILL THOMAS, expl ai ned
the changes in the current version of the legislation. He
noted that several new provisions were added. The bill
mai ntai ned the supplenmental paynent of slightly over $8
mllion to cover increased costs for pupil transportation.
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He remarked that the supplenental paynment for the Kenai
Borough was increased by $1.2 mllion in FY 13. He reported
that the Senate version contained a provision that made the
FY 2013 pupil transportation expenditure adjusted for
inflation according to the Consuner Price Index (CPl) the
base ambunt to determne future funding. The new CS uses
the FY 13 expenditure as the base and adds 1.5 percent for
FY 2014 and FY 2015 and does not provide the inflation
factor in FY 2016; intended as a neasure to negotiate for
cost containment in future contract negotiations. He
el aborated that nobst school districts will renegotiate its
contracts in 2016. The CS retained the provision that
required the school districts to adopt standardized
regul ati ons for safe and cost efficient pupi |
transportation whi ch i ncl uded st andar di zed contract
condi ti ons.

M. Ecklund furthered that SB 199 (SB 199-Vocationa

Educati on Funding Factor) was rolled into the |egislation.
The 1l egislation expanded vocational education funding for
the mddle school Ilevel; grades 7 through 12. The CS
i ncreased vocational funding by 50 percent. In addition a
"mll rate disparity" on the full value of the required
| ocal contribution was renedi ed. Sonecity or borough schoo

districts were contributing a mll rate of 2.7 and others
were paying a rate of 3.7. Over tine $530 mllion of the
| ocal contribution shifted from the local conmunities to
the state. The legislation proposed to equalize the mll

rate to 2.65 percent on the full value [of the taxable real

and personal property in the district]. The provision
repealed a section of law that authorized the calculation
of only 50 percent of the mll rate increase since 1999

Minicipalities would receive an approximately $21 nmillion
increase in state aid under the proposed changes. The
muni ci palities have the option of wusing the additional
money to fully fund education to the "local education cap.”
He added that current law required a new city or borough
school district to phase in the mll rate calculation at
zero, two, and four percent consecutively over 3 years. The
provision in the comittee substitute (CS) reduced the
phase-in rates to zero, one, and two percent to provide
relief from the immediate inpact of the full | oca

contri bution.

M. Ecklund expounded that the CS incorporated HB 49 [HB

49-Early Chi | dhood Ed: Par ent s As Teachers. | The
| egislation proposed the establishnent of a Parent As
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Teachers Program The three year pilot program was designed
to boost a child s readiness for school. The sunset date
was adjusted to 2015 to allow for the full three years of
the pilot program The original bill required that the
Departnment of Education and Early Developnent (DEED)
conpare performance of participants and non-participants in
the program The CS required a report on the "efficiency
and effectiveness neasures that denonstrated the results of
the program relating to child school readiness.” He noted
that the cost of the program reflected on the fiscal note
was $3.9 mllion.

Co-Chair Stoltze offered that $25 nmillion was deducted from
"l ocal discretionary (individual districts) funding" in the
capi tal budget and added to educati on spendi ng.

10: 34: 42 AM

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
OBJECTI ON the conm ttee substitute was adopt ed.

Representative Gara applauded the conpromises in the
| egislation. He understood that the CS corrected the
provision in law that allowed a community to only
contribute 50 percent of its mll rate increases as its
| ocal contribution for school funding. Wen property val ues
increased the local contribution only increased half as
much in relative value. He asked what the inpact of the
change was on future state and local contributions. M.
Eckl und agreed that the CS repealed the law that allowed
only 50 percent of the mll rate increase calculated into
the local contribution as property values grow. The change
to a standard contribution for all nunicipalities equalized
the disparity in local contributions. He referred to a new
DEED fiscal note. He cited Page 3, which showed the
increased state aid for each district that totaled
$21, 296, 396. He exenplified that Anchorage would receive
$8, 159,847 nore in state aid, which signified a savings to
the municipality. The city could contribute the savings to
fund education to the allowable |ocal contribution maxi num

l[imt. Anchorage currently contributed a 2.9 mll rate at
full value. The legislation would reduce the contribution
to a rate of 2.65. In the future, if assessed values

continue to grow that outcone could change.

Representative Gara understood that over tine the change
m ght require sone localities to pay nore. He asked if the
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$21 mllion increase in state aid for FY 13 was in addition
to the $51 mllion increase in education funding. M.
Ecklund replied that the $21 mllion was additional
funding. He reported that the CS contained an additional
approximately $50 mllion in increased state aid to school
districts in FY 2012 and FY 2013.

10: 39: 35 AM

Representative Neunman relayed that the Matanuska-Susitna
Bor ough school population was growing at a rate of 432
pupils per year. The growth represented a new school every
year. The borough cannot keep up with school construction
at the present assessnent of property values. The borough
supported taxes in order to build new schools. He asked how
the change to the local contribution could benefit the
borough. M. Ecklund replied that the legislation was
i ntended to balance the different conmponents to educati onal
spendi ng. He noted that the borough benefited the nost with
the transportation funding. The Matanuska-Susitna Borough
was currently paying a mll rate of 2.7. He comrented that
the change was due to a "policy call" by the |egislature.
The choice was to either equalize local contributions or
continue with disparity on the full val ue.

Representati ve Neurman voi ced t hat t he addi ti onal
transportation funding was appropriated from the capital
budget and could not be counted on in the future. The mll
rate changes were enbedded in the foundation formula for
educati on. M. Eckl und clarified t hat t he pupi |
transportation was a "forrmula change" and was permanent
until contracts were renegotiated in 4 or 5 years.

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

10: 43: 06 AM

Co-Chair Stoltze acknowl edged Senator Meyer and Senator
Thomas who laid the ground work for the |egislation.

Vice-chair Fairclough highlighted the fiscal notes. She
referred to the new fiscal note affecting fund transfers
(4/10/2012) into the Public Education Fund (PEF). She
poi nted out that the FY 2013 appropriation requested colum
should read FY 2012. The appropriation in FY 2012 was
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$86,811 nillion. For the out-years $41,031.3 nillion was
projected in FY 2015 through FY 2018. She noved to the new
zero (DEED) fiscal note (4/13/2012) allocated to Pupi
Transportation. She cited the new DEED fiscal not e
(4/13/2012) allocated to School Finance and Facilities in
t he amount of $95.3 thousand from FY 2013 to FY 2018 for a
full time School Finance Specialist Il position. She turned
to the new zero DEED fiscal note (4/13/2012) allocated to
t he Foundation Program She noted the new DEED fiscal note
(4/13/2012) allocated to Early Learning Coordination in the
amount of $3,902.5 mllion in FY 2013 through FY 15.

Co-Chair Thomas MOVED to report HCS CSSB 182(FIN) out of
committee W th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal notes.

HCS CSSB 182(FIN) was REPORTED out of conmttee with a "do
pass" recomendation and with three new fiscal inpact notes
from Departnent of Education and Early Devel opnent and two
new zero notes from Department of Education and Early
Devel opnent .

10: 47: 08 AM
AT EASE

10: 49: 45 AM
RECONVENED

#sb23
CS FOR SENATE BILL NO. 23(FIN)

"An Act relating to transferable film production tax
credits and film production tax credit certificates;
requiring the legislative audit division to audit the
Alaska film production i ncentive pr ogr am and
providing for an effective date by anending the
effective dates of secs. 3 and 4, ch. 63, SLA 2008."

Vi ce-chair Fairclough MOVED to ADOPT HCS CSSB 23 (FIN) Work
Draft  27-LS0252\ OO, (4/ 14/ 12, Bul lock) as a working
docunent .

Co-Chair Stoltze OBJECTED for purpose of discussion.
Representative Costello reviewed the changes in the CS. She

noted that on Page 6, line 30, the word "may" was repl aced
with "shall."”™ She remarked that the change echoed the
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intent of the subcommittee. She cited that on Page 9, line
16 the word "may" was again changed to "shall." She rel ated
that the changes were oversights and that the changes
reflected the work of the subconmittee on SB 23, as well as
the bill sponsor.

Vi ce-chair Fairclough MOVED to RECIND the previous ADOPTI ON
of HCS CSSB 23 (FIN) Work Draft 27-LS0252\XX, (4/13/12,
Bul | ock). There being NO OBJECION it was so ordered.

Co-Chair Stoltze WTHDREW his OBJECTION to ADOPT HCS CSSB
23 (FIN) Work Draft 27-LS0252\ 00, (4/14/12, Bullock). There
bei ng NO OBJECTION the commttee substitute was Adopted.

Vi ce-chair Fairclough MOVED to report HCS CSSB 23(FIN) out
of commttee wth individual reconmendations and the
acconpanyi ng fiscal notes.

HCS CSSB 23(FIN) was REPORTED out of conmttee with a "do
pass" recommendation and with new fiscal notes from the
Department of Revenue and the Departnment of Comrerce,
Community and Economi c Devel opnent and a new zero fiscal
note fromthe Legislature.

10: 54: 27 AM
AT EASE

10: 54: 44 AM
RECONVENED

#sb160
CS FOR SENATE BILL NO 160(FIN)

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

Vice-chair Fairclough MOVED to ADOPT HCS CSSB 160(FIN),
Wrk Draft 27-GS2600\T (4/13/12, Martin) as a working
docunent .

JAMES ARVMSTRONG, STAFF, REPRESENTATI VE BILL STOLTZE,
expl ained that the CS contained a $28 million increase over
the previous draft version. He noted that $25 nmillion of
the increase was primarily due to education spending found
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on Page 176, Section 20. Sone technical changes still
needed consideration. He requested that the conmttee
menbers review the CS and corresponding reports generated
by the Legislative Finance Division. The final draft would
be presented to the conmttee during the afternoon neeting.

Co-Chair Stoltze OPENED public testinony.
Co-Chair Stoltze CLOSED public testinony.
M. Arnmstrong indicated that the CS was available to the
public on BASIS found wunder the bill nunmber in the

docunents box on the bill page.

10: 57: 21 AM
RECESSED

3:39:51 PM
RECONVENED

Vi ce-chair Fairclough MOVED to ADOPT HCS CSSB 160(FIN),
Wrk Draft 27-GS2600\ 0O (4/14/12, Martin).

Co-Chair Stoltze OBJECTED for purpose of discussion.

M. Arnstrong briefly described the changes in the CS. He
menti oned that net zero changes were made in District 39,
and technical alterations conpleted throughout the bill. He
noted an additional appropriation of $4 mllion to the
Bl ood Bank of Alaska. The total anmount appropriated in the
Capi tal Budget was $2,906,002.5 [billion.] The total anount
of general funds appropriated was $1.959, 439.7 and
$51,659.7 [mllion] in designated general funds, $66,974.4
[mMIlion] in other state funds and $829,928.8 in federal
receipts. He furthered that a new re-appropriation section
of carry forward funds was included by request from the
gover nor.

Co-Chair Stoltze WTHDREW his OBJECTION. There being NO
further OBJECTION, the comm ttee substitute was ADOPTED.

Co-Chair Stoltze MOVED to ADOPT Amendnent 1:
Sec. 20. DEPARTMENT OF HEALTH AND SOCI AL SERVI CES
An amount equal to 50 percent of the revenue collected

during the fiscal year ending June 30, 2011, from the
al coholic beverage tax (AS 43.60.010), not to exceed
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$19, 300, 400, is appropriated from the general fund to
the Departnment of Health and Social Services for
behavioral health grants under AS 47.37.030 for the
fiscal years ending June 30, 2013, June 30, 2014, and
June 30, 2015.

3:43: 21 PM

Vi ce-chair Faircl ough  OBJECTED for the purpose of
di scussi on.

M. Arnmstrong explained Anendnent 1. He reported that the
anendnent renoved 50 percent of revenue collected from the
FY 2012 fiscal year from the alcoholic beverage tax and
appropriated the funds to the Departnment of Health and
Social Services for behavioral health grants for the next
three fiscal years.

Co-Chair Stoltze expressed concern about procedure. He felt
that the anendnent was best addressed through |egislation
but agreed to nmake an exception.

Vi ce-chair Fairclough WTHDREW her OBJECTION. There being
NO OBJECTION, it was so ordered. Amendnent 1 was ADOPTED

Co- Chair Thomas MOVED to ADOPT Anendment 2:
Page 101, following |ine 30:
| nsert new material to read:
"Appropriation Itens 200, 000
General Fund 200, 000

Takshanuk \Wat er shed Counci
- Land Acquisition and Conservation (HB 5)"

Adj ust fund sources and totals accordingly
Del ete Section 29

There being NO OBJECTION, it was so ordered. Anendnent 2
was ADOPTED

Representative Wl son MOVED to ADOPT Anendnent 3.

| nsert new proj ect
on Page 85, after line 25
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Golden Valley Electrical Association - Liquefied
Nat ur al

$3, 750, 000
Fas Facility - Engineering and Design

Fund Source: General Funds (1004)

REPRESENTATI VE STEVE THOWPSON, explained the reasons for
Amendnent 3. He comunicated that the anmendnment adds
$3,750,000 to the capital budget for a plan to truck
natural gas into Fairbanks. The funds were needed for
engi neering and desi gn worKk.

Representative WIson added that the funds helped keep
energy costs lower for rate payers. Wthout the additiona
funding noney from the energy co-op savings account would
have been needed. She thanked the <co-chair for the
amendnent .

There being NO OBJECTION, it was so ordered. Anendnent 3
was ADOPTED

3:47:18 PM
AT EASE

3:48: 22 PM
RECONVENED

Co- Chair Stoltze noted the conpressed schedule for
conpletion of the capital budget. He had hoped for nore
time for discovery and public process but comended the
col l aborative effort between the |egislative bodies.

Represent ati ve Doogan announced that he did not support the
FY 2013 capital budget and did not intend to vote in favor
of the bill. He would explain his policy reasons on the
house fl oor.

Representative Gara commented that "a lot of inportant
things" were contained in the capital budget. He also felt
t he budget was "too big" and was uncertain how he was goi ng
to vote. He stated that the budget was, "too big and good
at the same tine."
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Vi ce-chair Fairclough thanked the Co-chairs office's for
all of their hard work on the budget. She supported the
capital budget with the caveat that future budgets remain
uncertain with the decline in oil production.

3:53:18 PM

Representative GQuttenberg conmmented that he received a |ot
of feedback on the capital budget. He opined that the
capi tal budget process "may not be perfect but it's the
best one around.” He felt that the process "turned the
wealth of the state back to the people.” The budget
acconplished a lot of good things for the state.

Representative WIlson thanked the Co-chairs staff for their
hard work. She thought that the budget contained sone good
appropriations to help Fairbanks achieve |ower energy
costs.

Co- Chair Thomas MOVED to report HCS CSSB 160(FIN) out of
commttee with individual recomendati ons.

HCS CSSB 160(FIN) was REPORTED out of conmittee with a "do
pass” recomendati on as anended.

3:56:31 PM
AT EASE

3:56: 38 PM
RECONVENED

3:57:53 PM
RECESSED

4:33:46 PM
RECONVENED

#sb66
CS FOR SENATE BILL NO 66(L&Q0)

"An Act creating a new narkets tax credit assistance
guarantee and |oan program wthin the Al aska
| ndustri al Devel opnment and Export Aut hority and
relating to the program and providing for an
effective date.”
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Representative WIlson MOVED to ADOPT CS CSSB 66(FIN), Wrk
Draft 27-GS1747\| (4/14/12, Martin).

Representative Doogan OBJECTED for the purpose of
di scussi on.

4:34: 24 PM

MARK DAVI S, DEPUTY DI RECTOR, ALASKA | NDUSTRI AL DEVELOPMENT
AND EXPORT AUTHORITY, (AIDEA), DEPARTMENT OF COMVERCE,
COVWUNITY AND ECONOM C  DEVELOPMENT, spoke to the
| egi sl ation. He explained that SB 66 provided |oan
guarantees in conjunction with the federal New Markets Tax
Credit Program (NMIC). Investors nmaking qualified equity
investnments would receive a federal tax credit totaling 39
percent of the cost of the investnment. The program required
that the remaining portion of the funding conme from a | oan
through a financial institution. He noted that the NMIC
progranms, intended to foster economc developnment in
economi cally chall enged areas was successful in Al aska. He
cited the fish processing plant |[Goodnews Bay Sal non
Processing Plant] in Platinum and the long term care
facility in Kotzebue as exanpl es.

M. Davis reported that banks were reluctant to |end since
the economc downturn in 2008. The program inposed two
restrictions on lending: The |l everaged lender is limted to
interest only paynents for the seven years of the tax
credit period and a bank cannot foreclose during the seven
year period. The Al aska Industrial Developnment and Export
Aut hority (AIDEA) contacted the lending institutions and
inquired how it could support the loan process in order to
revitalize the program in Al aska. The banks responded that
if AIDEA guaranteed the loan the banks wll finance NMIC
| oans again. He added that often the equity investor
purchased the tax credit at a discount and subsequently
left noney in the project to use as equity after seven
years. The project can then refinance with a conventiona

| oan. The program worked well wth |ocal banks. He assured
the commttee that the AIDEA |oan guarantees do not affect
the state. The |loan guarantee was held against AIDEA s
reserves. He cited Page 2, lines 22 - 23:

Sec. 44.88.710. Effect of guarantee. (a) A guarantee

under AS 44.88.700 -23 44.88.799 does not create a
debt or liability of the state.
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M. Davis furthered that if the applicant can denonstrate
that they have been wunable to obtain a loan from two
fi nanci al institutions then AIDEA nmay neke a direct
| everaged loan to the project.

4:37:09 PM

JOE M CHEL, STAFF, REPRESENTATIVE BILL STO.TZE, expl ained
the changes in the Commttee Substitute (CS). He identified
that on Page 5, Section 3 was added to the |egislation:

Sec. 3. The uncodified law of the State of Alaska is
anended by adding a new section to read:

LEQ SLATI VE APPROVAL OF LOAN FROM THE POWNER PRQIECT
FUND.

Provided the Alaska Energy Authority approves a |oan
for the Metlakatla Power and Light, Triangle Lake
hydroel ectric project, the legislature authorizes the
Al aska Energy Authority to loan an anount not to
exceed $26,000,000 from the power project fund (AS
42.45.010) for the Metlakatla Power and Light,
Triangle Lake hydroelectric project. This section
constitutes |egislative approval under AS 42.45.010(j)
for a loan fromthe fund that exceeds $5, 000, 000.

M. Mchel explained that the section provided |egislative
approval to obtain a loan from the Power Project Fund for
Met | akatla Power and Light. He noted that on Page 6,
Sections 4 and 5 were also added to the bill:

Sec. 4. Section 8, ch. 10, SLA 2010, is anended to
r ead:

Sec. 8. Section 2, ch. 10, SLA 2010, [OF TH S ACT]
t akes effect Novenber 30, 2017 [2012].

Sec. 5. Section 10, ch. 71, SLA 2010, is anmended to
r ead:

Sec. 10. Section 2, ch. 71, SLA 2010, [OF TH' S ACT]
takes effect 10 Novenber 30, 2017 [2012].

M. Mchel reported that the sections extended the sunset
date of the property tax exenptions for the Del ong Muntain
Transportation System from 2012 until 2017.

Representative Quttenberg requested confirmation that the
| oans were guaranteed by AIDEAS reserves. M. Davis
confirmed the statenent.
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Representative GQGuttenberg wondered how nuch was held in
AlDEA reserves. M. Davis replied that AIDEA had $300
mllion in liquid assets.

Represent ati ve Doogan W THDREW hi s OBJECTI ON

There being NO further OBJECTION, the commttee substitute
was ADOPTED

Representative Gara requested a summary of AlIDEA prograns
that focused on econonm c devel opnent in |ower inconme areas
of the state. M. Davis agreed to provide the update.

4:40:22 PM

Vi ce-chair Faircl ough OPENED public testinony.
Vi ce-chair Fairclough CLOSED public testinony.

Vi ce-chair Fairclough reviewed the fiscal notes. She noted
the new zero (CED) fiscal note. She spoke to a fiscal note
that would be attached to the bill when reported out of
commttee. The fiscal note affected Fund Transfers and was
allocated to Savings Public Education Fund. The Red Dog
M ne benefited from the Del ong Muuntain Road tax exenption.
The current valuation of the road was $155, 934,200. In lieu
of the property taxes the Red Dog Mne contributed a
paynent to the borough for education. The borough was
required to pay the 4 ml| rate increase under the proposed
educational funding |egislation; an additional $623, 736.

Representative Joule explained that the borough would be
responsible for the additional approximtely $650,000 in
taxes wthout being able to collect because of the
exenpti on.

Vice-chair Fairclough furthered that the total assessed
property value was $190, 000,000 and could inpact the state
education funding by $380,000 each year until a solution to
fill the district's local contribution gap was found. She
alerted the commttee that an anobunt as |arge as $380, 000
coul d appear on the fiscal note.

Representative WIlson MOVED to report HCS CSSB 66 (FIN) out

of commttee wth individual recommendations and the
acconpanyi ng fiscal notes.
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HCS CSSB 66(FIN) was REPORTED out of conmittee with a "do
pass” recomendation and with two new zero fiscal notes
from Departnment of Commerce, Community and Econom c
Devel opnent , and Depart nment of Education and Early
Devel opnent .

4:45: 38 PM
RECESSED

#
ADJ OURNIVENT

7:32: 02 PM

The neeting was adjourned at 7:32 PM
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