SENATE FI NANCE COW TTEE
April 9, 2015
1:55 p. m

1: 55: 23 PM

CALL TO ORDER

Co-Chair MacKinnon called the Senate Finance Committee
nmeeting to order at 1:55 p.m

VEMBERS PRESENT

Senat or Anna MacKi nnon, Co- Chair
Senat or Pete Kelly, Co-Chair
Senator Peter M cciche, Vice-Chair
Senator dick Bishop

Senat or M ke Dunl eavy

Senat or Lyman Hof f man

Senat or Donny d son

VEMBERS ABSENT

None

ALSO PRESENT

Cene Therriault, Deputy Director, Statewi de Energy Policy
Devel opnent , Al aska Energy Authority, Depart ment of
Commerce, Comunity and Econom c Devel opnent; Emly Ford,
Ener gy Policy and Qutreach Manager , Al aska  Energy
Aut hority, Department of Commerce, Conmunity and Econom c
Devel opnent; Kathy Wasserman, Al aska Minicipal League,
Juneau; Tim Lankin, Staff, Senator Gary Stevens; Kristen
Pratt, Staff, Senator Anna  MacKi nnon; Senator  Cat hy
G essel , sponsor ; Laura Pierre, Staff, Senator  Anna
MacKi nnon; Pat Pitney, Director, Ofice of Managenent and
Budget, Ofice of the Governor; Mary Siroky, Director,
Di vi si on of Adm ni strative Servi ces, Depart nent of
Transportation and Public Facilities.

PRESENT VI A TELECONFERENCE

Chris Rose, Executive Director, Renewable Energy Al aska
Proj ect ( REAP) , Anchor age; Dani el Moor e, Tr easurer,
Muni ci pality of Anchorage, Anchorage.



SUMVARY

SB 22

SB 26

SB 56

SCR 1

SJIR 2

Co- Ch

#sb56

MOTOR VEH CLE REG TAX: COLLECTI ON COSTS

SB 22 was HEARD and HELD in commttee for further
consi derati on.

BUDGET: CAPI TAL

CSSB 26(FIN) was REPORTED out of commttee with a
"do pass" reconmendati on.

MUNI ENERGY | MPROVEMNT ASSESSIMNTS/ BONDS

SB 56 was HEARD and HELD in commttee for further
consi derati on.

Cl VI CS EDUCATI ON TASK FORCE

CS SCR 1(EDC) was REPORTED out of conmttee with
a "do pass" reconmendation and with one new zero
fiscal note fromthe Senate Finance Conmttee for
t he Legi sl ature.

CONST. AM G O. BONDS FOR STUDENT LOANS

SJR 2 was REPORTED out of committee with a "do
pass" recomendation and wth one previously
publ i shed zero fiscal note: FN1 (GOV).

air MacKi nnon di scussed t he schedul e.

SENATE BILL NO. 56

1: 56:

"An Act adopting the Minicipal Property Assessed C ean
Energy Act; authorizing municipalities to establish
prograns to inpose assessnents for energy inprovenents
in regions designated by nmunicipalities; inposing
fees; and providing for an effective date."

GENE
DEVEL

43 PM
THERRI AULT, DEPUTY DI RECTOR, STATEW DE ENERGY POCLICY
OPMENT, ALASKA ENERGY AUTHORI TY (AEA), DEPARTMENT OF

COMVERCE, COVWUNI TY AND ECONOM C DEVELOPMENT ( DCCED),

di scu

Senat

ssed SB 56, and explained that the bill would offer a
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new mechanism to nunicipal governments to work with the
commercial property owners to inplenent energy inprovenents
to their facilities. He recounted that in 2010, the
| egislature set a goal for a 15 percent increase in energy
efficiency in the state by the year 2020. He shared that
AEA had been tracking the progress towards the goal, and
evaluating areas in which the state was noving forward or
not. He explained that AEA operated a program that assisted
comercial property owners wth energy audits of their
properties. He recounted that AEA had done about 170 of the
audits through the program across the state, and for
properties that had subsequently noved forward wth
i nprovenents they generally saw yearly energy savings of
about 30 percent. He remarked on the sizable possible
savi ngs and expressed a desire that nore businesses woul d
do the audits and follow through with the inprovenents.
Through a survey of energy audit participants, AEA had
concluded that financing was one of the primary inpedinments
for businesses to conplete the inprovenents.

1: 59: 27 PM

M. Therriault related that through his interaction with a
national energy association, he net with the participants
fromdifferent states and | ooked at nechani sns ot her states
were using in the sanme scenario. He identified that
Property Assessed Clean Energy (PACE) financing was
currently being used in about 31 other states. He directed
attention to the presentation "SB 56 Property Assessed
Clean Energy (PACE)" (copy on file), and enphasized the
concept of "property assessed" wthin the financing
mechani sm

M. Therriault detailed that by wusing PACE, a loca

government that assessed property tax could voluntarily
engage a program under which they (through a revenue bond)
woul d coll ect a pool of nobney or work with local l|lenders to
lend to private business owners. The repaynent of the | oans
was made by a voluntary assessnent that was added to the
i ndi vidual property owner's yearly tax bill. Because the
| oan had the enforcenent and collection power of the |oca

governnment, the default rate was very low He furthered
t hat because of the low default rate, the |loans were |ow
risk, could lead to lowered interest rates, and could allow
the property owner to stretch the paynments over a |onger
period of between 10 and 20 years.
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M. Therriault stated that AEA's goal was to offer a |ow
cost source of capital wth a long repaynent period, so
that on a yearly basis individual property owners could
have net-positive cash flow through lowering their energy
cost by nore than the yearly |oan repaynent anmount. He
noted that the legislation was nodelled after a bill passed
in Texas a year previously, and SB 56 contai ned a nunber of
protections that were offered in the Texas statute.

M. Therriault agreed to point out the various protections
as the commttee was viewing the renmmining presentation,
including those that pertained to l|ocal governnent, |oca
busi ness, and existing banks. He continued that he had
worked with the Alaska Banking Association, and they were
supportive of the legislation pending inclusion of a
specific provision in the bill. Qher supporters included
the Alaska Minicipal League and the Alaska Statew de
Chamber of Comerce. He characterized PACE as a "conmon
sense tool" for l|local governments to use in noving towards
the goal of energy efficiency.

2:02: 43 PM

EM LY FORD, ENERGY POLICY AND OUTREACH MANAGER, ALASKA
ENERGY AUTHORI TY, DEPARTMENT OF COVWERCE, COWUN TY AND
ECONOM C  DEVELCOPMENT, presented slide 2, "What is
Conmmrer ci al PACE?"

» PACE was naned one of the top 20 “worl d-changi ng ideas
by Scientific American magazi ne.”

e Commercial Property Assessed Cl ean Energy prograns
(PACE) allows property owners to finance qualifying
energy efficiency inprovenents overtime through a
vol untary assessnment on the property tax bill.

* Voluntary partici pation by muni ci palities AND
commerci al property owners

« Mortgage hol der consent is required bef ore
applications are approved and assessnents are pl aced

e Inmprovenents can include |ighting upgrades, renewable
energy, conversion to natural gas, high-efficiency
boil ers, and additional energy efficiency inprovenents

* The repaynent obligation transfers with the sale of
property

Ms. Ford discussed slide 3, "Benefits":
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» Energy efficiency upgrades are financed with capital
secured by a primary lien on the property, |ower-
interest capital and favorable repaynent terns can
be raised fromthe private sector

e« Allows for longer repaynent periods allowing the
building owner to recognize inmmediate operating
savi ngs whil e repaying the debt

* Can use traditional |ending sources

* In Al aska, provides consistency with state energy
policy, energy efficiency and renewabl e energy goals

Ms. Ford presented slide 4, "Creating a PACE Progrant

« 31 states have authorized PACE prograns

e State legislatures nmust provide authority for |oca
governnments to establish and operate commerci al PACE
pr ogr ams

 Minicipalities to create the program and select
fi nanci ng nodel s

* Resources: U S Department of Energy, PaceNow. org,
C- Pace. com

Ms. Ford noted that there were nultiple resources online
for municipalities and businesses, including marketing
tools and sanple contracts.

Ms. Ford presented slide 5, "Potential PACE Models,"™
detailing the wi de spectrum of PACE prograns that could be
i npl enented on the |ocal |evel:

* Local -governnent driven
o Either property assessnment office or a PACE
office wused as interface wth comercial
property owners and potential |enders
o Bond financing
e Private-sector driven
o Third-party admnistrator under contract wth
| ocal gover nnent
o Private financing
* Hybrid nodel
o Smaller |local governments can contract wth
other communities or regional organizations to
adm ni ster the program
o ldentify all potential funding sources (bonds,
revol ving | oan funds, private capital)
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Ms. Ford discussed that the |ocal-governnment-driven nodels
for states with many energy efficiency prograns and efforts
had separate PACE offices and the governnent was
responsible for the marketing and interfacing with the
comunity. The private-driven or "main street" nodel was
developed so the work was absorbed by the existing
assessor's office and was reliant on the private sector to
mar ket the program She related that nost often there was a
hybri d nodel where all sources of funding were used.

2:04:41 PM

Ms. Ford addressed slide 7, explaining that the subsequent
slides would consist of a sectional analysis of the bill
She read fromslide 7:

* Section 1 amends AS 29 by adding a new chapter: AS
29.49: Municipal Property Assessed C ean Energy Act

« AS 29.49.020 Wuld allow for a property tax
assessment to be added for financing of qualified
projects on real property.

o Inprovenments may not be nmade to vacant |ots or
property undergoi ng devel opnment at the tine of
assessnent

o Not to finance purchase of tenporary products
or anything not pernmanently fixed to real
property

e AS 29.49.30 Wwuld require a witten contract between
the local governnent and record owner of the real

property

Ms. Ford continued on slide 8:

* AS 29.49. 040 Establishes the program

o Local governnent nay enter into a contract with
a property owner to inpose an assessment.
Fi nancing can be provided by the municipality
or athird-party

o If third-party financing S used, t he
muni ci pality, third-party financer and rea
property owner must all enter into a contract

o The assessnent inposed may cover some costs for
the comercial property owner, including permt
and |lenders fees, admnistration, and project
devel opnent and engi neeri ng costs
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e AS 29.49.050 Designates the Eligible Region
0o The nunicipality’s governing body may designate
one or nore area(s) of the nmunicipality (within
its jurisdiction) as a PACE-eligible region(s)

Ms. Ford comrented that the provision for designating the
eligible region was consistent with |and use policies, and
was a tool for incentivizing comrercial districts.

2: 06: 04 PM

Ms. Ford expl ained went over slide 9:

e AS 29.49.060 Defines the Procedure to Create the

Pr ogram
o If

the nmunicipality chooses to create a PACE

program the governing body of a municipality
must (i n order):
1) Adopt a resolution of intent that

shows that ©providing the PACE program
serves a valid public purpose

includes a statenent the nunicipality
intents to nmake PACE available to
commerci al property owners

i ncl udes a description of qual ified
proj ects

descri bes the boundaries of the region
describes the available financing for
qualified projects (i.e. bonds, | oca
| enders, etc.)

describes the nunicipal debt servicing
procedures if third-party financing is
used

describes how the public can access the
programreport required by AS 29.49.070
identifies public contacts regarding the
collection of the proposed contractual
assessnents

Ms. Ford continued on slide 10:

e AS 29.49.060 Defines the Procedure to Create the

Program

o The governing body of a nunicipality nust:
2) hold a public hearing with opportunity for
public coment
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(0]
(0]

o

3) adopt a resolution establishing the program

including terns consistent wth the publicly-

avai |l abl e programreport required by AS 29.49.070

o the description of each aspect of the

program can only be amended after another
publ i c hearing

The program can only be amended by resol ution

A municipality may hire and set conpensation for

a program adm nistrator, staff or contract for

pr of essi onal services

A nmunicipality may inpose fees to offset the

costs of administering the program to include an

application fee and/or a conmponent of the

interest rate

Ms. Ford turned to slide 11

AS 29.49.070 Requires a Publicly-Avail able Program

Report

o The report nust include:
= a map of the programregi on boundaries
= a form contract between the nunicipality
and the property owner that specifies the
ternms of the assessnment and any financing,
i ncluding third-party and muni ci pal
= if appropriate a form contract between the
muni ci palities and t he third-party
financer regarding the servicing of the
debt through assessnents
= a description of qualified projects
= a plan for ensuring sufficient capital
= |if bonds are used the report nust include:
e a maximum aggregate annual dollar
anmount for financing
e a method for ranking requests from
property owners
* a nmethod for determning the interest
rate and nmaxi nrum anount of an

assessnent
= a nethod for ensuring the repaynent period
does not exceed the useful Ilife of the

gual i fied project

2:07:54 PM

Ms. Ford continued on slide 12:
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* AS 29.49.070 Requires a Publicly-Avail able Program
Report (continued)
o The report nust include:
= a description of the application process and
eligibility requirenents
= a method for ensuring qualified applicants
can denonstrate financial ability to fulfil

financi al obl i gati ons and verify t he
appl i cant is the |egal owner of t he
property, is current on nortgage and
property taxes and is not insolvent or in
bankr upt cy

= an explanation of the assessnent and
col | ection process

= an expl anati on of t he | ender notice
requi renent provided by AS 29.49. 080

= an explanation of the review requirenent
provi ded by AS 29.49. 090

= a description of the nmarketing and education
services to be provided

= a description of quality assurance and
antifraud nmeasures

= collection procedures

= a requirement for an appropriate ratio
bet ween the assessnent and property val ue

o The report nust be available online and at the
muni ci pal offices

Ms. Ford explained slide 13:

* AS 29.49.080 Notice to Mdrtgage Hol der Required
« AS 29.49.090 Revi ew Required
o A third-party baseline energy audit and projected
energy savings are required
o Once a qualified proj ect IS conpl et e, t he
muni ci pality shall obtain third-party verification
that the project was properly conpleted and
operating as intended
* AS 29.49.100 Direct Acquisition by Omer
o The property owner may be authorized to purchase
directly the related equipnent and nmaterials or
contract directly, including through |ease, power
purchase agreenent or other service contract for
the installation or nodification of a qualified
i npr ovenent
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M. Therriault clarified that the required notice to the
nort gage holder (AS 29.49.080) was one of the protections
he had nentioned earlier. He discussed working with the
Al aska Bankers Association, and noted that if a conmercia

business had a nortgage to a local bank, permssion from
the nortgage holder was required before initiating PACE
financing. He explained that the PACE financing appearing
on the property tax bill would become a superior lien and
rel egate the nortgage to a secondary position. He furthered
that nore banks across the nation were willing to do so, as
the PACE financing was collateralizing the nortgages and
maki ng the associated businesses nore financially viable.

Wth the provision included, the Dbankers association
supported the | egislation.

M. Ford read from slide 14:

e AS 29.49.110 Contractual Assessnent must be Noticed
o Witten notice of each contractual assessnent
shall be filed by the nunicipality in the real

property records, i ncl udi ng t he assessnment
anount, |egal description of the property, nane
of each property owner and the reference to the
statutory assessment |lien provided under this
chapt er

e AS 29.49.120 Contractual Assessnments and any |nterest
or Penalties are Primary Liens on the Property
0 exceptions are nunicipal tax liens and special
assessnents
o enforcenent provided in AS 29.45. 320-470
o contractual assessnent liens stay wth the |and
and not elimnated by foreclosure
o penalties and interest nay be added to delinquent
install nents, as provided in AS. 29.45. 250
o nmunicipalities may recover cost and expenses,
including attorney fees to collect a delinquent
i nstal | nent
* AS 29.49.130 Col |l ection of Assessnents
o Minicipalities may contract Wi th anot her
governing body of another taxing unit to perform
assessnents col |l ections

Ms. Ford noted that AS 29.49.130 was inportant to snaller

comunities that might not have the internal capacity to be
able to adm ni ster a PACE program
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2:10:24 PM

Ms. Ford presented slide 15:

e AS 29.49.140 Municipalities may |ssue Bonds or Notes
to Finance Qualified Projects
o These may not be general obligations bonds and
nmust be secured by one or nore of the foll ow ng:
= paynents of the contractual assessnents
= municipal reserves from grants, bonds, or
net proceeds and other lawfully avail able
f unds
= municipal bond insurance, lines of credit,
public or private guarantees, standby bond
purchase agreenments, collateral assignnents,
nortgages, or available neans of providing
credit support or liquidity
= any other funds Jlawfully available for
pur poses consistent with this chapter
o A nmunicipal pledge of assessnents, funds, or

cont ract ual rights in connection wth the
i ssuance of bonds is a first lien valid and
bi ndi ng agai nst any other person, with or without
notice

0 Bonds or notes issued nust further an essential
public and gover nirent al pur pose, i ncl udi ng
reducing energy costs, i nproving electrical

reliability, reduction of energy demand on
utilities, economc developnent, enploynent and
enhancenent of property val ues

M. Therriault pointed out that the section contained
anot her of the aforementioned pr ot ecti ons; gener al
obl i gati on bonds could not be utilized, and PACE could be a
sub-unit of the borough. A revenue bond would entail noney
| oaned out and paid back by the specific property owners
t hat used the funds.

Ms. Ford noved to slide 16.

* AS 29.49.150 Joint Inplenentation
o Any conbination of nunicipalities may agree to
jointly inplenent or admnister a program or
contract with a third party. A public hearing
as outlined in AS 29.49.060 is required.

e AS 29.49.160 Prohibited Acts
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o A municipality that establishes a PACE region
may not conpel a property owner to use PACE or,
make any permt, license, or authorization
contingent on a property owner using PACE

e AS 29.49.900 Adds Definitions of Program Qualified
| mprovenent, Qualified Project, Real Property and
Regi on.

e AS 29.49.995 Adds the Short Title *“Muinicipa
Property Assessed Cl ean Energy Act.”

e Section 2 Establishes an Immedi ate Effecti ve Date

M. Therriault spoke to AS 29.49.160 of the bill, and
stated that it was an inportant protection; if the |ocal
governnment chose to offer PACE, they could not coerce any
business owner to use the nechanism They could not
wi thhold any license or permt, and it needed to be used by
t he busi ness owner on a conpletely voluntary basis.

2:12: 02 PM

Co- Chair MacKi nnon thanked the testifiers for their concise
and cl ear overvi ew.

Senator Bishop asked if Sections 29.49.130 and 29.49. 150
hel ped the hybrid nodel be conformng. He referenced the
potential PACE nodels listed on slide 5 and thought that
t hose sections of the bill nmade the hybrid nodel work. M.
Ford agreed, stating that it pertained to the collection
aspect of the nodel.

Co- Chair MacKi nnon OPENED public testinony for SB 56.

2:13:31 PM

KATHY WASSERMVAN, ALASKA MUNI Cl PAL LEAGUE, JUNEAU, testified
in support of the bill. She stated that the nunicipal
| eague was in favor of the bill, and related that she had

talked at length with M. Therriault about the |egislation

She supported the fact that the program was optional. She
di scussed cities and boroughs that mght participate, and
t hought that the legislation could benefit the business
owners as well as the nunicipalities. She stressed the
importance that the bill allowed for a public process, so
that the nenbers of the community would know what the city
was doing with the funds.

2:15: 01 PM
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CHRI S ROSE, EXECUTI VE DI RECTOR, REAP,  ANCHORAGE (via
tel econference), testified in support of the bill. He
related that REAP was a statew de education and advocacy
group for renewable energy and energy efficiency. The
project had been pronoting the idea of property-assessed
cl ean energy for a couple of years. He considered it to fil
a gap in the state to incentivize commercial building owers
to do energy retrofits. He echoed M. Therriault's comrents
regarding the 30 percent increase in efficiency. He pointed
out the advantage to communities of having nore funds stay
locally rather than being exported for energy costs wthout
the increased efficiencies.

Senator Dunl eavy asked M. Rose if his group would benefit
from the legislation, and in what way. M. Rose responded
that the project would not benefit fromthe bill.

Co- Chair MacKi nnon CLOSED public testinony for the bill

2:17: 01 PM

Co- Chair MacKi nnon asked about Section 29.49.070 of the
bill, and whether comunity nenbers were required to be in
good standing with regard to their credit rating. She had
observed there were sone paraneters, but did not notice one
in relation to credit rating. M. Therriault did not think
there was a specific requirenment related to credit rating,
and inquired if Co-Chair MacKinnon's concern pertained to
securing a source of funds in the bond market or related to
the credit rating of the individual property owner.

Co- Chair MacKi nnon conmented that there was no |anguage
pertaining to good standing, and expected that a business
owner should be in good credit standing in order to enter
into a relationship with the municipality. She discussed
ot her funds she had reviewed while chairing the Legislative
Budget and Audit Committee, and wondered if there should be
good standing | anguage in the bill in order to be assured a
business was handling its finances well. M. Therriault
t hought that there was |anguage sonewhere in the bil
intended to nake sure that businesses were in good standing
and not in arrears, delinquent, or in bankruptcy; but was
unable to point it out at the nonent. He agreed to work
with Co-Chair MacKinnon's staff to point out the relevant
text in the bill.

2:18: 48 PM
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Co- Chair MacKi nnon asked about AS 29.49.090, dealing wth
review requirenments of the | oan; and wondered whether there
was a savings requirenent or specific efficiency for a
business to project in order to qualify. M. Therriault
rel ayed that there was a requirenent that a business get an
energy audit, then show a plan denonstrating estinmated
savings after inprovenments. He highlighted the inportance
of a business showing it was capable of repaynent through
t he savi ngs.

Co-Chair MacKi nnon elaborated that PACE was an optional
program and observed that in the "green" programs she had
reviewed, it had been beneficial to set a mninmm energy
efficiency level. She thought people could start borrow ng
funds for inprovenents at a |lower cost than was provided
through the bill, resulting in increased debt for
muni ci palities. She hoped that after the municipality
incurred debt through the program the goal of energy-
efficient buildings would be net.

M. Therriault remarked that the bond owners woul d eval uate
t he savings achieved through the programto assess that the
funds woul d pay back the revenue bond. He pointed out that
the bill |anguage specifically prohibited the funds from
becom ng a general obligation of the government, and the
repaynent stream for the |oans were actually the repaynent
for the bonds.

2:21:16 PM

Senator O son found it unusual that a nortgage hol der woul d
agree to be listed as a secondary. He thought that nost
banks wanted to retain the primary position, and wondered
what woul d happen in the eventuality of a downturn in the
econony. M. Therriault stated that individual banks woul d
have to consider the factors, and would have the decision-
making power to deny requests if the econony was not
favorable. He clarified that PACE would still be available
to any business that had no outstandi ng nort gage.

M. Therriault referred back to Co-Chair McKinnon's
question regarding the verification of good standing of the
property owner, and pointed out the relevant text on the
bottom of page 6 and the top of page 7 of the bill:
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(b) The method for ensuring a denonstration of
financial ability under (a)(9) of this section nust be
based on appropriate underwiting factors, including
(1) providing for verification that
(A the property owner requesting to
partici pate under the programis
(1) the legal owner of the benefited
property;
(1i) current on nortgage and property
tax paynents; and
(iiti) not insolvent or in bankruptcy
proceedi ngs; and

Ms. Ford added that bill also required an appropriate ratio
bet ween the assessed value of the property and the proposed
i mprovenents.

Co- Chair MacKi nnon asked about AS 29.49.140 regardi ng bonds
under notes. She inquired if nunicipalities would access
the state nunicipal bond bank to provide backing for the
|oans. M. Therriault did not believe so, and clarified
that the revenue bonds were backed by the program they were
operating, rather than being a general obligation of the
muni ci pality.

M. Therriault relayed that the bill sponsors had worked
with nenbers of the other body on "small tweaks" to the
bill, and advised that he would be anenable to working with
Co-Chair MacKinnon's staff to nake recomendations as she
considered any changes to the bill. He agreed to provide
the changes in witing.

SB 56 was HEARD and HELD in commttee for further
consi derati on.

#scrl
SENATE CONCURRENT RESOLUTION NO 1

Relating to a legislative task force on civics
educati on.

2:24: 42 PM

Co-Chair MacKinnon stated that SCR 1 was previously heard
and the public testinony had been opened and cl osed.
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Vice-Chair Mcciche discussed FN 2, explaining that there
was a zero fiscal note on operating from FY 16 through FY
21. He explained that this revised fiscal note differed
from the previous in that the $5.9 thousand dollars in
travel costs requested on the previous note would be
absorbed, and it was truly a zero fiscal note.

Co-Chair MacKinnon asked for confirmation that the bill
woul d be of no additional cost to the state.

TIM LAMKI N, STAFF, SENATOR GARY STEVENS, explained that FN

2 was indeed a zero fiscal note and the bill wuld have
Zero cost.
Senat or Dunl eavy stated that he had heard the bill in the

Senate Education Conmttee and thought it was a good
approach to trying to deal with an issue of civics that
seened to be a growing problem in the United States. He
supported the | egislation.

2:26:53 PM

Senator O son wondered if the bill would be viewed by
educators as an unfunded nmandate. M. Lankin related that
it was not the intent of the sponsor to increase mandates
or obligations for school districts. He thought the task
force woul d be sensitive to the issue of unfunded mandates.

Senat or A son wondered if the sponsor had heard from any of
the school districts as to whether they were in favor of
the bill. M. Lankin did not have anything in witing to
denonstrate such support, but noted that school board
menbers were listed in the resolution as part of the task
force.

Vice-Chair Mcciche MOVED to REPORT CSSCR 1(EDC) out of
comittee Wi th i ndi vi dual recommendat i ons and t he
acconpanyi ng fiscal note. There being NO OBJECTION, it was
so order ed.

CSSCR 1(EDC) was REPORTED out of conmittee with a "do pass”
recommendation and with one new zero fiscal note from the
Senate Finance Committee for the Legislature.

2:28: 44 PM
AT EASE
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2:30: 38 PM
RECONVENED

#sjr2
SENATE JO NT RESCLUTI ON NO. 2

Proposing an anendnent to the Constitution of the
State of Alaska relating to contracting state debt for
post secondary student | oans.

2: 30: 50 PM

KRI STEN PRATT, STAFF, SENATOR ANNA MACKI NNON, expl ai ned
that she was available to go over the resolution or answer
any questions fromthe conmttee.

2:31: 32 PM
AT EASE

2:31: 56 PM
RECONVENED

Senat or Dunl eavy discussed the fiscal note. He explained
that the bill would put a constitutional anendnent on the
bal lot, and the fiscal note was estimated at $1500 to print
ballots. He thought that the two page fiscal note indicated
the cost could go up to $22 thousand [he later corrected
hi msel f].

2:32: 34 PM
AT EASE

2:33: 15 PM
RECONVENED

Senat or Dunl eavy corrected hinself and explained that there
was a zero fiscal note.

Co- Chair MacKi nnon confirmed that the fiscal note was zero.
She renarked that passage of the resolution would require a
constitutional anendnent to appear on the 2016 general
el ection ballot.

Senator Dunleavy MOVED to REPORT SJR 2 out of conmttee

with individual recomendations and the acconpanying fiscal
note. There being NO OBJECTION, it was so ordered.
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SJR 2 was REPORTED out of conmmittee with a "do pass”
recommendation and wth one previously published zero
fiscal note: FN1 (GOV).

2:34: 01 PM
AT EASE

2: 36: 39 PM
RECONVENED

#sb22
SENATE BILL NO. 22

"An Act relating to the collection costs for the
muni ci pal not or vehicl e regi stration t ax; and
providing for an effective date."

2:36:47 PM

SENATOR CATHY G ESSEL, SPONSOR, introduced the bill. She
explained that since the inception of the notor vehicle
registration tax systemin 1993, the cost to the state (in
collecting taxes for nunicipalities) had been reduced
considerably, while the rate charged to comunities had
not. SB 22 proposed to reduce the amunt that the state
collected from each comunity that signed on to the
program She directed attention to the second page of FN 1,
and discussed the list of conmmunities in which |ocal notor
vehicle taxes were collected and 8 percent was retained by
the state. She pointed out that the commnities did not
incur 8 percent <cost to conduct the tax collecting
activity, and t he bill pr oposed to reduce t he
adm nistrative fee to 5.5 percent. The proposed anount was
nmore closely calculated to the actual cost for the Division
of Mdtor Vehicles (DW). She enphasized that there were no
new costs or fees to the state, and the bill left nore
noney in the comunities.

Co- Chai r MacKi nnon OPENED public testinony.

2:39:35 PM

DANI EL  MOORE, TREASURER, MUNI Cl PALITY OF  ANCHORAGE
ANCHORAGE (via tel econference), testified in support of the
bill. He related that in 2012, the Mnicipality of
Anchorage increased its rate schedule for the notor vehicle
registration program alnost doubling the rates to match
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the rates of Mt-Su. He described the disproportionate
adm nistrative costs of the tax collection after the
dramatic increase in fees, despite the fact that the scope
of work was unchanged. He estinmated that the Minicipality
of Anchorage was paying the DW about $500,000 nore per
year than it had in prior years. He added that the
Anchorage area had 45 percent of all registered vehicles in
the state, and prior to 2012 it paid 45 percent of the
admnistrative cost to DW. Due to the rate schedule
update, the municipality currently paid 59 percent of the
adm nistrative cost. By changing the statutory rate from 8
percent to 5.5 percent, the new paynent anount would be
proportionate and benefit the participating communities. He
estimated the each community would gain about 3 percent

additional revenue if the bill successfully passed into
I aw.
2:42: 02 PM

Co- Chair MacKi nnon CLOSED public testinony.

Co-Chair MacKinnon reiterated that +the commttee was
working on the capital budget, and would stand in recess
until later in the day.

SB 22 was HEARD and HELD in conmmittee for further
consi derati on.

2:42: 55 PM

RECESSED

8:50: 51 PM

RECONVENED

#sb26

SENATE BI LL NO. 26
"An Act nmaking appropriations, including capita
appropriations and ot her appropri ations; maki ng

appropriations to capitalize funds; and providing for
an effective date."

8:51:19 PM

Vice-Chair Mcciche MOVED to ADOPT the commttee substitute
for SB 26, Wrk Draft 29-GS1781\l (Martin, 4/9/15). Co-
Chair MacKi nnon OBJECTED for discussion.
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LAURA Pl ERRE, STAFF, SENATOR ANNA MACKI NNON, expl ai ned the
difference between the proposed committee substitute (CS)
and the previous version of the bill, detailing that the
conmittee cut the governor's proposed capital budget by $40
mllion for a total capital budget of $1,500, 829, 300. She
specified that the budget was broken into an Unrestricted
General Fund (UGF) total of $108,318,036, a Designated
General Fund (DGF) total of $56,325,100, an "CQher" fund
total of $61,233,800, and $1,274,952,400 in Federal
Recei pt s.

Ms. Pierre discussed the changes reflected in the CS. The
new bill consolidated the allocations for the Minicipal
Har bor Facility Grant Fund, which would give the Departnent
of Transportation and Public Facilities (DQI) nor e
flexibility in how it could disperse the funds to
muni ci palities and conplete projects. She continued that
the new bill funded the Al aska Donor Services Program for
operational costs in the amunt of $75,000; and in order
for the program to access the funds an allocation in the
capi tal budget was required. The bill added a
reappropriation of legislative appropriations in the anount
of $211,000 for the Senate Special Conmittee on the Arctic,
for work to be conducted during the 29th Alaska State
Legislature. Additionally, reappropriations were added to
the Al aska Housing Capital Corporation (AHCC) account,
brought forward by nenbers who were | apsing.

Ms. Pierre continued that a $45 million fund transfer was
removed from the Alaska Capital Income Fund to the AHCC
account. As a result, $43,237,400 was added to the School
Construction G ant Fund to build a new school for Kivalina
per the consent decree and settlenent agreenment from the
Kasayulie lawsuit [a 2011 settlenent for the 1997 case of
Kasayulie vs. State of Alaska pertaining to equity in
educat i on].

8: 54: 38 PM

Ms. Pierre specifically thanked Hlary Martin from the
Legi sl ative Legal Departnent and staff from the Legislative
Fi nance Divi sion.

Co- Chair MacKi nnon W THDREW her OBJECTION. There being NO
further OBJECTION, it was so ordered.
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Co-Chair MacKi nnon MOVED to ADOPT Anendnent 1, 29-
GS1781/1.1, Martin, 4/9/15 (copy on file):

Page 33, following Iine 18:
| nsert a new subsection to read:

"(e) The amount necessary for Dalton H ghway disaster
enmergency repairs, not to exceed $5,6000,000, is
appropriated from the general fund to the Departnent
of Transportation and Public Facilities for that
pur pose. "

Vice-Chair M cciche OBJECTED for discussion.

Co- Chair MacKi nnon explained that the amendnment had been
brought to the comrittee by the admnistration. She
mentioned that there was an energency happening on the
Dal t on Hi ghway.

8:56: 01 PM

PAT PITNEY, DI RECTOR, OFFICE OF MANAGEMENT AND BUDCET,
OFFI CE OF THE GOVERNOR, expl ained Anendnent 1. She stated
that on March 13, 2015; there was an ice jam on the Sag
River (mle 390 to 410 of the Dalton Hi ghway near
Deadhorse) which created an ice floe/flood over the road
and stopped traffic. The road had been closed for sone tine
and when open was |imted to one l|lane of traffic. She
recounted that she had shared photos of the ice jam and
hi ghway bl ockage with Co-Chair MacKinnon's office earlier
in the day. She related the DOl Conm ssioner Marc Luiken
was on site, and highlighted the inportance of getting the
road open. She continued that industry nenbers had been
working closely wth state personnel to provide contractors
to help clear the road. The previous day there was a
di saster declaration for the flooding on the road, which
put the state into a faster procurenent role. She furthered
that the anmendnent would provide up to $5 mllion to
continue to mtigate flooding and keep traffic passing
t hrough t he area.

Vice-Chair Mcciche wondered if there was any potential for
federal aid to offset the costs of cleanup and repairs. M.
Pitney replied that she was optimstic that the federal
government would offer financial aid based on the state's
di saster declaration. She related that the Federal H ghway
Adm nistration (FHWA) would be <conming to assess the
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flooding to determne whether it fit within the rules for
federal response. She specified that if criteria were net,
sone of the federal response would be funded at 100

percent, and other work would be funded at the 90 - 10
federal rate. There were itens that would not qualify for
f eder al response, however t he adm ni stration was

"cautiously optimstic" that there would be sone federal
aid. She reiterated the inportance of getting the road
open, and estimated that at a mninum the state would be
responsi ble for $700,000 in up-front costs. She explained
that until the threshold was passed, there would be no
sharing of costs.

8:59:19 PM
AT EASE

8:59: 44 PM
RECONVENED

Vice-Chair Mcciche wondered if the funds in the anmendnent
were only a contingency, and the state would not end up
using the $5 mllion being requested. M. Pitney replied
that there would be a mninum of $700,000 used. She agreed
to share Conm ssioner Luiken's eyew tness account of wth
Vice-Chair Mcciche after the neeting; and related that the
comi ssioner was optimstic there would be federal funding.
She related that the comm ssioner had been amazed by the
size and anmount of ice.

Co- Chair MacKi nnon wondered if there was any comment from
DOT/PF with regard to wuse of +the funds, and perhaps
assurance as to how they woul d be used.

MARY SI ROKY, DI RECTOR, DI VISION OF ADM NI STRATI VE SERVI CES,
DEPARTMENT OF TRANSPORTATI ON AND PUBLIC FACILITIES, shared
that DOT had officially notified FHMWA of the intent to seek
energency response funding. The departnment had various
conversations wth regional federal representatives, and
she thought there had al so been conversations at a higher
| evel. She shared that the department was optimstic that
FHWA woul d participate in the disaster relief efforts. She
di scussed the concern over what the FHWA would consider
"fundabl e® and what the state considered necessary to get
the road open. She remarked that there may be nore severe
infrastructure damage to the road, once the flooding was
under control and ice was renoved.
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Ms. Siroky continued that the departnment had a plan in
pl ace, had contractors on site, and hoped to have at | east
one | ane open by the foll ow ng day.

9:02:39 PM

Senator O son wondered if any occurrences of the sane
magni tude had happened in the area in the past. M. Siroky
replied that there had never been anything of the sane
magni tude before. She described photos of the site as
amazing, and stated that it was inpossible to discern where
the overflow ice started and ended. She reiterated that
Comm ssi oner Lui ken had been astounded at the sight.

Senator O son asked if there were plans in place to prevent
a recurrence. M. Siroky replied that there were already
two projects for raising the roadbed on the Dalton H ghway
that were already in the funding queue. She added that the
projects were anticipated to start the follow ng sunmer.

9:04: 00 PM

Co- Chair MacKi nnon W THDREW her OBJECTION to Anmendnent 1.
There being NO further OBJECTI ON, Anmendnent 1 was ADOPTED

Senator O son MOVED to ADOPT Anendnment 2 (copy on file).
Co- Chai r MacKi nnon OBJECTED for discussion

Senat or O son expl ai ned the anmendnent, which would fund the
Kivalina road at $2.5 mllion. He remarked that there was
funding in the budget for the Kivalina school for
approximately $43 mllion, but a road was needed before the
school could be built. He remarked that there were severa
estimates on the cost for the road. The $2.5 million in the
anendnent would provide seed noney in order to try and
secure federal funding from the Bureau of Indian Affairs
(BIA), Indian Reservation Roads Program (I RR). He conmented
that the governor was in support of the anmendnent. He and
pointed out that the anmendnent in no way obligated the
state to fund the remainder of the road, and referred to a
relevant neno from the Division of Legal and Research
Services dated April 9, 2015 (copy on file).

Senator Dunleavy also objected to the anendnent. He
remarked that there were various issues with noving the
anendnent forward. He did not think the state should get
involved in building a road that my lead to later
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obligations of noving the town of Kivalina [as erosion
woul d necessitate]. He did not feel that the state should
take on the construction of the road.

Co- Chai r MacKi nnon handed the gavel to Vice-Chair M cciche.

9: 06: 53 PM
AT EASE

9:07:19 PM
RECONVENED

Co- Chair MacKi nnon shared that the commttee was currently
review ng several pieces of correspondence from Depart nent
of Education and Early Devel opnent (DEED) Comn ssioner
M chael Hanley regarding the litigation associated with the
Ki val i na school, and did not believe that the road was part
of the resultant Kasayulie settlenent.

Senat or Dunl eavy MAI NTAI NED hi s OBJECTI ON.

Senator O son shared that the anendnent had been an el enent
of concern due to costs associated with the road. He
di scussed the Kasayulie settlenent, and recognized the need
for the road. He referred back to the letter fromthe |egal
depart ment t hat i ndicated that the state was not
necessarily Iliable for its <construction. He asked for
support of the anendnent.

A roll call vote was taken on the notion to adopt Amendnent
2.

I N FAVOR: d son
OPPCSED: Kel |l y, Bi shop, Dunl eavy, Hof f man, M cci che,
MacKi nnon

The MOTI ON FAI LED (6/1).

Senat or Dunl eavy MOVED to ADOPT Conceptual Anmendment 3. He
descri bed the amendnent as legislative intent regarding the
Ki val i na School

a. The legislature declines to fund the Kivalina K-12
School renovation/addition wunder the 2011 consent
decree and settlenment agreenent in Kasayulie vs. State
(3AN-97-3782CIV  Sept enber 1st, 1999) because of
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concerns about erosion and viability of the school
site.

b. The legislature declines to fund a Kivalina
repl acenent school at the new school site because of
concerns about erosion and viability of the new school
site.

c. The settlenent ternms of the January 7, 2015 letter
from the G tizens for the Educational Advancenment of
Al aska's Children are unacceptable to the |egislature.

Senat or Dunl eavy explained that the anendnent would renove
the funding for the Kivalina School project. He argued that
the decree specifically provided for the legislature to
decline funding which would not trigger a reopening of the
case. The amendnent also put the findings on pernmanent
record as to avoid future m sunderstandi ng.

9:11: 00 PM
AT EASE

9:11:42 PM
RECONVENED

Co- Chair MacKi nnon brought up the aforenentioned |egal neno
pertaining to the Kivalina School construction, and shared
that she would speak in opposition to Conceptual Amendnent
3 based on advice from the Attorney Ceneral's office, as
well as the nmenmp. It was her belief that the state was
responsi ble for some anount of noney to Kivalina, although
the matter was still in dispute and not final as to whether
the project should be a renovation (for nuch |less funds) or
a new school entirely.

Senator O son referred to the consent decree and stated
there was strong evidence that it was not up to the
| egislature to fund or not fund; rather, the funding had
been mandated and therefore he wondered about the validity
of the conceptual anmendnent to w thstand | egal chall enge.

9:13: 32 PM
AT EASE

9:17: 28 PM
RECONVENED
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Vice-Chair Mcciche queried what conditions were on the
previously appropriated funds for the Kivalina School. Co-
Chair MacKi nnon replied that there was a direct
appropriation for the Kivalina School in conpliance wth
t he settl enent.

Ms. Pierre announced that the appropriation was to the
School Construction Fund, and would |apse after five years
i f unspent (like any other capital project).

9:19: 00 PM

Senator Dunleavy directed the commttee's attention to page
1, second paragraph of the nenp. He read the passage:

Note, as a prelimnary matter, that the consent decree
specifically provides that the parties cannot bind the
| egi sl ature.

Senat or Dunleavy pointed out the words "legislature" and
"state", and rem nded the comrmittee that the |egislature
was the fiduciary or funding arm of state governnent.

Senator Dunleavy directed the commttee's attention to page
2, first paragraph of the nmeno. He read the passage:

(Consent decree, p. 6.) The consent decree is slightly
anbi guous in this regard...

Senator Dunl eavy remarked that he was attenpting to clear
up any anbiguity, so that the l|egislature (as opposed to
the state) was not liable for future obligations toward the
"whol e Ki valina concept."

9:20:49 PM

Senat or Dunl eavy directed the committee's attention to page
2, second paragraph of the neno. He read the passage:

The consent decree requires that the state include the

"Kivalina K-12 school renovation/addition®™ in the
governor's proposed capital appropriations budget
bill. (l1d.) The consent decree also provides that "if
t he Legi sl ature declines to fund, or pl aces

contingencies on the Kivalina school project because
of concerns about erosion or viability of the school
site, the lack of funding or contingencies wll have
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no effect on the settlenment, and cannot be used by
plaintiffs to reopen the litigation."

Senator Dunleavy stated there was an issue wth the
termnology used in the nenp, and considered the use of
"l egislature"” and "state" to be incorrectly differentiated.
He argued that the legislature was part of the state. He
suggested that the admnistration had put the Ilegislature
in an obligation, to sonme degree, regarding the school. He
recognized that there was a legitimte issue in the
Nort hwest Arctic in the town of Kivalina. He pointed out
that the project had originally been a settlement on a
school to do a renovation on-site, starting with a cost $14
mllion. He expressed concern that the state inadvertently
woul d be responsible for a nmuch | arger obligation.

Senator Dunleavy referred back to the legal neno, and
pointed out that the docunment referred to "state" and
"l egislature” and rarely nentioned "adm ni stration."

Senator Dunleavy directed the commttee's attention to page
2, third paragraph of the nmeno. He read the passage:

Further, under the consent decree, the |egislature can
decline to fund the Kivalina K-12 school project if it
has concerns about erosion or viability of the
exi sting school site.

Senat or Dunl eavy further explained Conceptual Anendnent 3.
He reiterated that the purpose would be to renpve the
school funding, and stated that he would not have objected
to funding the school and having the funds be put into
escrow or contingency funds that isolated the nonies
specifically for the Kivalina School. He hoped the end
result was that the funding would remain school-focused
rather than being used for road or town site projects,
whi ch he thought should be separate discussions. He thought
there were anbiguities (as the letter nentioned) and that
the legislature was singled out as not being obligated to
fund the school. He continued that there was discussion in
the neno inplying that the state was obligated. He
reiterated that the purpose of the amendnent was to isolate
the school funding to keep it designated only for the
particul ar school .

9:25:32 PM
AT EASE
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9:26: 00 PM
RECONVENED

Senat or Dunl eavy asked for the support of the commttee for
Concept ual Amendnent 3.

Co-Chair MacKinnon directed the commttee's attention to
page 3, paragraph 4 of the legal nenmp. She read the
passage:

Failure to appropriate any funding does not, however,
resolve the state's constitutional obligations.

Co- Chai r MacKi nnon MAI NTAI NED her QOJECTI ON

A roll <call vote was taken on the notion to adopt
Conceptual Amendnent 3.

| N FAVOR: Dunl eavy
OPPCSED: A son, MacKi nnon, Bishop, Hoffrman, M cciche, Kelly

The MOTI ON FAI LED (6/1).

9:27: 09 PM

Senat or Dunl eavy offered Conceptual Amendnent 4:

Any funds appropriated for this project shall be
placed in a joint escrow account to be spent only for
direct construction/design for a school structure
serving Kivalina. These funds shall automatically,
wi thout further action by either party, be swept back
into the state general fund if construction is not yet
commenced prior to April, 2022.

Senat or Dunl eavy characterized the amendnent as an attenpt
to safeguard the public funds for the issue of the Kivalina
School. He reiterated that the idea was to focus solely on
funding the school rather than a road, relocation, or a new
site.

Co- Chair MacKi nnon OBJECTED for di scussi on.
Co- Chair MacKi nnon found the anendnent to be "intriguing"

and thought that it had nerit. She remarked that the
previ ous anendnent also had nerit for the purposes of
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di scussion and reducing the state's liability in a piece of
legislation and litigation that was before the |egislature.
She expressed a commtnent to working towards making sure
the children of Kivalina saw direct benefit from the
appropriation and allocation being considered for the
Ki val i na School. She opposed the anmendnent and believed the
commttee should work with the |egislative |egal departnent
to ensure there was conpliance with the decree. She wanted
to review the relevant |anguage and work wth Senator
a son.

Senat or A son inquired how Senator Dunleavy cane up with a
constructi on comencenent deadli ne of 2022.

9:29:40 PM
AT EASE

9:29:50 PM
RECONVENED

Senator Dunl eavy explained that the date specified in the
amnendnent was an estimate based on seven consecutive
constructi on seasons.

Senator Dunl eavy W THDREW Conceptual Anendnent 4. There
bei ng NO OBJECTIQN, it was so ordered.

Senat or Dunl eavy MOVED Conceptual Anmendnent 5. He expl ai ned
that the anmendnment would renove all references to the
figure of $43,237,400 for the Kivalina School and replace
it with $14,724,714 |[the original capital inprovenent
project (CIP) anount for mjor maintenance] adjusted for
present day value from July 1, 2012. He explained that the
anounts in question pertained to |anguage in the decree on
the CIP list when the funds were earmarked for that date
for renovation of the school.

Co- Chair MacKi nnon OBJECTED for di scussion

9:31:12 PM

Vice-Chair Mcciche stated that he supported $43, 237,400 in
school funding for Kivalina in order to prevent the state

from being at risk for litigation being reopened and
subsequently being responsible for the purchase of an
entire school at a much higher cost (nearing $100 mllion).
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Vice-Chair Mcciche referred to page 5 of the legal neno,
which discussed a I|limt to the state's liability. He
specified that the cost of the replacenent school for
Ki val i na was based off of the 2013 CIP process. He referred
to the second paragraph on page 5, and read the follow ng
passage:

Because the consent decree specifically provides that
the anmount of the appropriation would be determ ned
through the 2013 CIP process, the consent decree
places the risk of a project that exceeds the budget

on Kivalina. If the project exceeds the «costs
estimated in the 2013 CP, the state may not be
required to provide additional f undi ng. If the
| egi slature takes this approach, the state will have

met its obligations and CEAAC would not have a strong
argunment for reopening the litigation.

Vice-Chair Mcciche reiterated his concern that the state
could be responsible for greatly increased costs if it did
not meet its responsibility to fund the school as pl anned.

Senator O son agreed with Vice-Chair Mcciche that there
was a possibility of litigation over the Kivalina School
bei ng reopened. He respectfully asked Senator Dunleavy to
wi t hdraw hi s anmendment .

Senat or Dunl eavy expressed appreciation for Senator O son's
words, but wanted the conmmttee to vote on Conceptual
Amendnent 5.

9:33:41 PM

Co- Chai r MacKi nnon expressed appreci ation for an
opportunity to discuss the issue and the children of
Kivalina, who had waited for 15 years while the issue of
the school was debated. It was her view that the state
should neet its obligation to take care of the children and
students of Kivalina.

A roll <call vote was taken on the notion to adopt
Concept ual Amendnent 5.

I N FAVOR: Dunl eavy
OPPCOSED: M cciche, dson, Kelly, Bishop, Hoffman, McKi nnon

The MOTI ON FAI LED (6/1).
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9:34: 24 PM

Senat or Dunl eavy expressed appreciation for the discussion.
He agreed with Co-Chair McKinnon that the children of
Kivalina deserved a school and a great education. He
rem nded the conmittee that he had spent 13 years near
Kivalina, mnmuch of it as an educator and administrator. He
rel ayed that he had visited Kivalina on nunerous occasions,
and | ooked forward to the fact that the children would be
getting a new school. He enphasized that he would Iike
continued discussion pertaining to constraining the funding
in sonme way so it did not norph into funding sonething
other than a school. He referred back to the |legal neno,
and clainmed it "betrays a weak link in our situation." He
opined that the state was responsible for things the
adm ni stration had agreed to, and for that reason he wanted
to pursue further discussion.

Co- Chair MacKi nnon brought up the aforementioned letters
from DEED and concurred that the departnment had exceeded
its authority in some of the |anguage that was used for the
Ki val i na School appropriation.

Vice-Chair Mcciche shared the concerns of Co-Chair
MacKi nnon and Senator Dunleavy. He highlighted protecting
the state from additional expenses and possible reopening
of litigation over the Kivalina School .

9:37:28 PM

Co- Chair MacKi nnon nmade a st atenent:

In 1999 Kasayulie vs. State a superior court found
that the legislature had not net its constitutional
obligations to maintain, by general law, a system of
public school open to all children of the state. In
response to the superior court order, and to neet the
state's obligation wunder the consent decree, we
entered in to resolve the litigation. The |egislature
had previously provided appropriations for school
construction proj ects in Emonak, Kol i ganek,
Ni ght mute, Kwethluk. Through the capital inprovenent
project grant program and passed legislation to
equalize funding for rural and nuni ci pal schoo
construction needs, in this budget the legislature is
appropriating $43,237,399 for school construction in
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Kivalina. Kivalina is the last of the five-school
construction project the state agreed to request
funding for in the Kasayulie consent decree. By this
appropriation the state is providing rural schools
with the assurance of adequate facilities, funding
under the capital inprovenent project grant program
and neet i ng its constitutional obl i gati ons to
establish and maintain a system of public schools open
to all children in the state. Wth this appropriation,
the legislature intends to resolve the Kasayulie
l[itigation and further the goal of providing for equal
education opportunities and adequate facilities across
t he state.

Vice-Chair Mcciche MOVED to REPORT CSSB 26(FIN) out of
commttee with individual recomendations. There being NO
OBJECTION, it was so ordered.

CSSB 26(FIN) was REPORTED out of conmittee with a "do pass”
recommendat i on.

9: 39: 53 PM
AT EASE

9:41: 03 PM
RECONVENED

Senator Dunl eavy thanked the commttee for the discussion
and working hard on the budget. He referred back to the
Ki valina School, and foresaw the need for future discussion
about education and other itens that were constitutionally
mandated by the state. He thought it was inportant to
ponder the different ways of doing education, and thought
it was possible to do it differently while providing a
qual ity education for all Kkids.

Senator Hof fman thanked Co-Chair MacKinnon and her staff
for providing |eadership to continue to reduce the capita
budget. He stressed that many people in Alaska did not
fully conprehend the magnitude of the financial problens
the state was faced with. He recognized the needs of the
constituency, and the difficulty of trimmng a budget
further than what the governor had proposed.

9:43: 09 PM
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Vice-Chair Mcciche comended Co-Chair MacKinnon and the
co-chair of the operating budget for persevering in a
difficult and unpl easant pr ocess. He recognized the
pressure the co-chairs were under, and opi ned that Co-Chair
MacKi nnon was consi stent and fair.

Senat or Bi shop said "good job."
Co- Chair MacKi nnon thanked the commttee for their efforts.
#

ADJ OURNVENT
9:46: 24 PM

The neeting was adjourned at 9:46 p. m
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