HOUSE FI NANCE COWM TTEE
April 30, 2002
3: 08 PM

TAPE HFC 02 — 98, Side A
TAPE HFC 02 - 98, Side B
TAPE HFC 02 - 99, Side A
TAPE HFC 02 - 99, Side B

CALL TO ORDER

Co-Chair Mulder called the House Finance Conmttee neeting
to order at 3:08 PM

VEMBERS PRESENT

Representative El don Miul der, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representati ve Con Bunde, Vice-Chair
Representative Eric Croft
Representati ve John Davi es
Representative Ri chard Foster
Representative John Harris
Representative Bill Hudson
Representati ve Ken Lancaster
Representative Carl Mses
Representative Ji m Wit aker

VEMBERS ABSENT

None
ALSO PRESENT

Representative Mary Kaspner; Representative Jeanette Janes;

Representative M ke Chenault, Sponsor; Representative Sharon
C ssna; Wendy Redman, Vice President, Statew de Prograns,

University of Alaska; Richard Schmtz, Staff, Representative
Janes; Eddy Jeans, Manger, School Finance and Facilities
Section, Departnent of Education and Early Devel opnent;

Wlliam Craig, AIRRES; John Bitney, Legislative Liaison,

Al aska Housi ng Fi nance Corporation, Departnent of Revenue;

Sue Wight, Staff, Representative Chenault; Janet Seitz,

Staff, Representative Rokeberg; Janet Parker, Division of

Retirement and Benefits, Departnent of Admnistration; Tom
Tur ner, Presi dent, Al aska Associ ation of Heal t h
Underwiters, Anchorage; Bob Lohr, Director, Alaska Division
of I nsurance.

PRESENT VI A TELECONFERENCE

Tom Turner, Pr esi dent Al aska Association of Heal t h
Underwiters, Anchorage.
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SUMVARY
HB 175

HB 315

HB 370

HB 464

HB 489

HB 524

HB 525

"An Act making an appropriation to the Al aska
I ndustrial Devel opnent and Export Authority for
power projects; and providing for an effective
date."

"An Act requiring a single insurance provider for
all state enployees and allowng snmall enployers
to join as a group; and providing for an effective
date.”

CSSSHB 315 (FIN) was REPORTED out of Conmmttee
with a "do pass" recomendation and with a fiscal
i npact note by the Departnent of Adm nistration.

"An Act relating to the issuance of state-
guaranteed revenue bonds by the Al aska Housing
Finance Corporation to finance nortgages for
qualifying veterans; and providing for an
effective date."

HB 370 was REPORTED out of Conmttee wth a "do
pass" recomendation and wth two previously
publ i shed fiscal notes: REV #1 and GOV #2

"An Act relating to statewi de school district
correspondence study prograns.”

CSHB 464 (EDU) was REPORTED out of Conmttee with
a "do pass" recomendation and with a previously
publ i shed fiscal note: EED #2.

"An Act relating to cruelty to animals."

CSHB 489 (JUD) was REPORTED out of Conmittee with
a "do pass" recommendation and with two previously
published fiscal notes: COR #1 and LAW #2.

"An Act relating to the 1issuance of general
obligation bonds for the purpose of paying the
cost of design, construction, and naintenance of
schools and state facilities; and providing for an
effective date."

HB 524 was heard and HELD in Commttee for further
consi derati on.

"An Act relating to the issuance of general
obligation bonds for the purpose of paying the
cost of deferred mai ntenance of public facilities;
and providing for an effective date."
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HB 525 was heard and HELD in Commttee for further
consi derati on.

HB 528 "An Act relating to pr ogr ans of state
rei nbursenent for debt paynents for certain
capital projects; and providing for an effective
date."

HB 528 was heard and HELD in Committee for further
consi derati on.

#hb175

#hb524

#hb525

#hb528

GENERAL OBLI GATI ON BONDS

Co-Chair Mil der noted that there were $1.4 billion dollars
in general obligation (GO bond requests. The attorneys
indicated that they could not be included in one om nous
bond bill. The intent was to use as few vehicles as possible
and identify consistent thenes. He observed that HB 524
contains GO bonds for new schools and university
construction. House Bill 525 contains GO bonds for deferred
mai nt enance of public facilities. Bond debt reinbursenent
was used for projects that did not fit into a GO bond
package, because they were previously |everaged [HB 528].
Representative Lancaster’s energy bill [HB 175] was utilized
for the final conponent. House Bill 524 and HB 525 woul d
appear on the Novenber general election ballot.

Co- Chair Mul der observed that projects were prioritized. The
priority lists were strictly used with one exception. In new
school construction, out of the first six schools: three
were in [Representative Kaspner’'s] district and three were
in Representative Foster’s district. The proposed commttee
substitute took the first two [in Representative Kaspner’s
district] and the first two from Representative Foster’s.
#hb175

HOUSE BILL NO 175

"An Act nmaking an appropriation to the Al aska
I ndustrial Devel opnent and Export Authority for power
projects; and providing for an effective date."

Representati ve Lancaster MOVED to ADOPT Anendnent 1:

Page 1, line 6, through page 3, line 28:
Delete all material and insert:

Section 1. ALASKA ENERGY AUTHORI TY. (a) ne unobli gated
and unencunbered bal ance of the Railbelt energy fund
(AS 37.05.520) on the effective date of this Act is
appropriated to the Alaska Energy Authority for
investnment by the authority to secure repaynent of
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bonds issued by the authority under AS 44.83 for the
foll owm ng power and intertie projects:

(1) the sum of $20,300,000 is allocated to
upgrade and extend the Anchorage- Fairbanks power
transnmi ssion intertie to the Teel and substati on;

(2) to namke grants to the recipients naned, for
t he purposes described, and in the ambunts set out
bel ow

Honer Electric Association replacenent power
supply for Sel dovia $2, 000, 000

Anchorage Muni ci pal Light and Power Ekiutna
project transm ssion |ine upgrade 19, 300, 000

Gol den Valley Electric Associationline extension
872, 000

Mat anuska El ectric Associ ation |ine extension 500, 000

(b) It is the intent of the legislature that, once the
bonds described in (a) of this section have been
repaid, the Alaska Industrial Developnent and Export
Aut hority will bring to the | egi slature a prioritized
list of energy projects that can be funded from the
revenue stream from the funds appropriated in (a) of
this section.

* Sec. 2. LAPSE OF APPROPRI ATION. The appropriation
made by sec. 1(a) of this Act is to capitalize a fund
and does not | apse.

* Sec. 3. This Act takes effect immediately under AS
01.10.070(c).”

He explained that the anendnent nakes mnor changes. He
observed that the anmendnment would also allow the Al aska
I ndustrial Developnent and Export Authority (AIDEA) to
conpile a priority list for future consideration by the
| egi sl ature. The legislation would still be $43 mllion
dollars. The legislation utilizes the revenue stream from
the securitization of the Rail Belt Energy Fund, which woul d
no longer exist if the |egislation were adopt ed.

Representative John Davies pointed out that the |egislation
contains a snorgasbord of projects in terms of size and
duration of the debt repaynent. He questioned if the intent
was to wait until the last project is repaid before the
revenue stream could be utilized again. Representative
Lancaster responded that it would be a function and a
request of Al DEA
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Representative John Davies MOVED to ADOPT an anendnent on
page 2, line 2: insert “the.”

Co-Chair Ml der explained that $73 mllion dollars would be
securitized; $43 million dollars would cone of f of the bonds
sales to pay for the projects. The interest off of the $73
mllion dollars pays for the bonds. The revenue stream is
driven fromthe interest on the bonds not the projects.

Representative John Davies questioned if sone of the
projects would be paid off quicker than others. Co-Chair
Mul der stated that they would not. Representative John
Davies stressed that the intent is not to wait until the
| ast project is paid before there are new projects.

Representative Lancaster explained that funds would flow
i mredi ately. The revenue stream through AIDEA, from the
intertie fund would pay the bonds back. He observed that $43
mllion dollars would already be spent.

Representative Croft acknowl edged that AIDEA will make the
deci sion, but expressed concern with the deletion of “wth
t he assi stance of AREAC and the Denali Conm ssion.”

Co- Chair Mul der observed that the concern was that the focus
of the Denali Conm ssion has been on econom c devel opnent in
rural Al aska. He pointed out that the Rail Belt Energy Fund
centers on the rail belt energy grid. He felt that it was
not a conpatible relationship. Representative Lancaster
agreed. Mpst projects are discussed through the Al aska
| ndustrial Devel opnment and Export Authority (AIDEA). It was
felt that it would be better to collect the bonds through
Al DEA.

Representative Hudson questioned what would happen to
communities |ike Cordova. Representative Lancaster expl ai ned
that Cordova is included in the debt reinbursenent bond,
whi ch woul d not require a vote.

Representative Lancaster MOVED to ADOPT Anendnent 1. There
bei ng NO OBJECTIQN, it was so ordered.

HB 175 was heard and HELD in Committee for further
consi derati on.

#hb524

HOUSE Bl LL NO. 524

"An Act relating to the issuance of general obligation
bonds for the purpose of paying the cost of design,
construction, and maintenance of schools and state
facilities; and providing for an effective date."

Co-Chair Mul der provided nenbers with proposed commttee
substitute, work draft LS1725\C, dated 4/29/02 (copy on
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file.) He observed that HB 524 contains the new construction
conponent of schools and learning facilities. He observed
that in order to get the bonds to pass there needs to be a
broad statew de perspective.

Fi nance Comm ttee Substitute for House Bill 524 authorizes a
vote of the people on general obligation bonds issued by the
state of Alaska for the construction of educationa
facilities. The proposal, totaling $149,795,6595 dollars,
provi des for new schools, University of Alaska projects and
a portion of a nuseum expansion in Anchorage. The new school
projects include facilities in Tuluksak, Akiak, Scammon Bay,
Teller and Anchorage. The University of Alaska funding
i ncludes projects on canpuses in Fairbanks, Juneau, Honer,
Val dez, Anchorage, Kenai, Sitka, Honmer, and Ketchi kan. The
bond question would be on the Novenber ballot. If approved
by the voters, projects could comrence early in 2003.

Representative Croft observed that the third school on the
priority list, Akiachak, was skipped. Co-Chair Ml der
explained that the intent was to bal ance the two districts.
Representative Croft observed that Anchorage schools, which
were ranked 48, 49, 53, and 54, were added. Co-Chair Ml der
pointed out that they were schools passed by the Anchorage
voters. He stressed the need to assure the greatest support
for passage of the bond package. The Anchorage schools are
partially funded. He observed that there was a error on the
Bartlett H gh School appropriation, which should be $1.9
mllion dollars. The Chugi ak Hi gh School appropriation was
also in error and should be $3.655,728 dollars.
Representative Croft noted that Chugiak would be conpletely
funded, but Barlett H gh School would only be funded for
phase 2 and 3. He noted that parts of several schools were
bei ng funded. Co-Chair Mil der explained that the |egislation
contains the state share for projects proposed by the
Anchor age School Board and accepted by the voters.

VENDY REDMAN, VI CE PRESI DENT, STATEW DE PROGRAMS, UNI VERSI TY
OF ALASKA, provided information on HB 524. She noted that
the Board approved the projects and rankings. The Fairbanks
and Anchorage classroom projects represent board-approved
phases for the facilities. The Lena Point facility was
originally $18 mllion dollars, which was reduced in half in
order to fit into the appropriation anount. The project was
not designed to be phased. O her projects are as they were
on the Board’s priority list. She explained that pieces of
their deferred maintenance needs are contained in other
| egi slation. The University’'s top $50 million dollars in
capi tal requests wer e f unded, excl udi ng deferred
mai nt enance, which m ght show up in the capital budget bill
She did not know where the University Center would be
funded. Delay in funding would be a problem for the Center,
whi ch was not in any of the funding bills.
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Vi ce-Chair Bunde questioned if the University of Al aska had
di scussed | ocal contribution for the expansions. M. Redman
noted that the Fairbanks canpus would be contributing $30
mllion dollars. Overhead on the science and |aboratory
facilities would al so be contributed in Anchorage.

Representative Hudson questioned if the University has
dropped the joint University of Al aska Southeast and
MIlitary and Veterans Affairs readiness facility. Ms. Redman
noted that the project is a high priority but was submtted
in the Mlitary and Veterans Affairs budget. She stressed
that the joint use/recreational facility is a high priority
for the Alaska National Guard and University. Co-Chair
Mul der stated that he was wlling to wrk wth
Representative Hudson and the University to fund the
proj ect.

Ms. Redman referred to the University Center, Anchorage
canpus. Co-Chair Miulder observed that the University
i ndi cated that the funding was needed earlier than | ater and
bonding mght be problematic. The intent is to provide
fundi ng t hrough anot her vehicle.

Representative Croft clarified that Tuluksak is in
Representative Morgan’s district.

Representative Hudson referred to section 5. There is a $5
mllion dollar appropriation in the Departnent of Conmunity
and Econom c Devel opnent for an educational nuseum facility
design. He observed that the state has the opportunity to
acquire several acres of land fromthe Al aska El ectric Light
and Power Conpany (AELP). The cost would be $1.9 nmillion
dol l ars, which covers the |land acquisition and $500 thousand
dollars to design a nulti-facility that would be an
expansi on of the state nuseum and archives; both of which
are in tough shape. He enphasized that the purchase nust
occur in the current year.

HB 524 was heard and HELD in Committee for further
consi derati on.

#hb525

HOUSE Bl LL NO. 525

"An Act relating to the issuance of general obligation
bonds for the purpose of paying the cost of deferred
mai nt enance of public facilities; and providing for an
effective date.”

Co-Chair Mul der provided nenbers with proposed commttee
substitute, work draft LS1735\C, dated 4/29/02 (copy on
file.) The proposal, totaling $203, 744,270, provides for
repair of: schools, University of Alaska facilities, state
owned docks and harbor facilities, and state owned
bui | di ngs.
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The proposal provides $121,269,770 dollars for 90 school
projects around the state. The list includes those schools
approved by the departnent of Education and Early
Devel opment for maj or mai nt enance.

The $5,560,000 dollars designated for the University of
Al aska includes repair to facilities on canpuses in Val dez,
Pal mer, Ketchi kan, Kodiak, Fairbanks, Kotzebue, None, and
Bet hel .

The 31,887,500 dollars allocated for docks and harbors will
ref ur bi sh facilities in Whittier, Sel dovi a, Juneau,
Ket chi kan, Sitka, Cordova, Wangell, Yakutat and Ki awock.

In addition there is $48,500,000 dollars for dire
mai nt enance needs throughout the state. He observed that the
governor introduced a bill for Certificate of Participations
deferred maintenance for state facilities at approximately
$200 mllion dollars. He explained that he was concerned
that a straight state facilities deferred naintenance
general obligation bond would fail to be pass by the public.
The intent was to create a category that could satisfy the

nost urgent concerns. He observed that the list could
change. The Admnistration indicated that there mght be
itens that are higher in the prioritization. The |ist

provided by the state director was used to conpile the
| egi sl ati on and m ght change as a response to subm ssions by
the Governor’s O fice.

Co- Chair Ml der added that funding for the Juneau Dougl as
H gh school renodel was added. Representative Hudson
observed that the low bid was $3 mllion dollars higher
[than the previously appropriated anmount].

Representative Croft noted that the list was followed to
item 81 and Anchorage, Kenai, Juneau and None were picked
up. He referred to item51, Kenai school fire alarm upgrade.
He questioned the funding | evel. There were sone life health
and safety code violation concerns. The funds for the
Juneau- Dougl as Hi gh school would conplete the project.

Co-Chair Mulder reviewed section 4 and noted that it
contains deferred mai ntenance projects as brought forward by
the University.

Co-Chair Miulder referred to section 5. He observed that a
bond debt reinbursenment for ports and harbors, which many
comunities did not want to participate in had been passed
in a previous year. They are included as general obligation
bonds under deferred maintenance. Ports and harbor projects
fail into two categories. He explained that projects for
existing ports and harbors are |listed wunder deferred
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mai nt enance. O her ports and harbors in the debt
rei nbur senment package are for new design and pl anni ng.

Representative Croft observed that the state had offered to
turn certain ports and harbors to local comunities, which
did not want to assune responsibility because they had not
been maintained. This raised the issue of how they could be
raised to a |level where the nunicipalities could take them
over. Co-Chair Miulder clarified that there are a variety of
mechani snms that could be used. He stressed that there is
nothing nore inportant to econom c developnent in costal
comunities than ports and harbors. The intent is to be
synpathetic to fishing comunities that are having tough
tines.

Vice-Chair Bunde referred to subsection (4) in section 6:
M. Edgecunbe H gh School and Al aska Vocational Technical
Center major deferred maintenance. Co-Chair Ml der explained
that the Departnent of Transportation and Public Facilities
manages the deferred nmaintenance program State rankings
were taken, but projects were listed alphabetically.
Representative Hudson clarified that the Al aska Vocational
Technical Center is in Seward; both are state facilities.

Co-Chair Mulder noted that section 6, statewide ADA
conpliance m ght need to be nodified.

Representative John Davi es asked if the maintenance stations
had been addressed. Co-Chair Mil der did not know He stated
that they would be considered. The intent is to stay bel ow
$400 mllion dollars.

Representative John Davies observed that there was a public
facility in Ketchikan with major maintenance concerns. Co-
Chair Ml der thought that it had been included.

HB 525 was heard and HELD in Committee for further
consi derati on.

#hb528

HOUSE Bl LL NO. 528

"An Act relating to prograns of state reinbursenent for
debt paynents for certain capital projects; and
providing for an effective date."”

Co-Chair Ml der reviewed House Bill 528, which provides
state reinbursenent to local entities for debt incurred for
school s and proj ects t hat contribute to econom ¢
devel opnent . The legislation would replace the debt
rei mbursenent package (adopted two years earlier) wth
Unal aska, Akutan, Chignik and Fal se Pass and expansion of
the Port of Anchorage. The total cost would be $70, 405, 000
dollars. The legislation also contains funding for power
projects, which have been previously |everaged and are
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therefore not eligible for GO bonding. The | egislation would
provide debt reinbursenent for the following energy
projects: Nyman Conbi ned Cycl e Cogeneration Plant in Kodiak;
the Power Creek Hydropower Project in Cordova; t he
Cogeneration Project in Valdez; and the Southeast Intertie
(Swan Lake to Lake Tyee). Debt reinbursenent would all ow
Cordova Electric Cooperative to end its draw on the power
cost equalization program

Representative John Davies referred to section 1, line 7. He
noted that the authorization would be increased to $10
mllion dollars, but the school only anticipates a need for
$7 - $8 million dollars.

Co-Chair Mul der noted that the conmbined state/local share is
$10 mllion dollars. The state share for the Ambler Schoo
is $7 mllion doll ars.

Representative Davies referred to section 2 on page 4.
TAPE HFC 02 - 98, Side B

Co-Chair Milder clarified that Valdez and Nonme are still
aut hori zed; these two comunities are still going forward
wi th debt reinbursenent.

Representative Croft questioned if the Akutan Snall Boat
Harbor request is $3 or $4 mllion dollars. Co-Chair Ml der
noted that it was originally submtted at $3 but that the
backup indicated that the amount needed is $4 nillion
dol | ars.

Co-Chair Miulder clarified that the Anchorage port needs $14
- $16 mllion dollars.

HB 528 was heard and HELD in Committee for further
consi derati on.

#hb370

HOUSE Bl LL NO. 370

"An Act relating to the issuance of state-guaranteed
revenue bonds by the Al aska Housing Fi nance Cor poration
to finance nortgages for qualifying veterans; and
providing for an effective date."

JOHN BI TNEY, LEG SLATIVE LI AISON, ALASKA HOUSI NG FI NANCE
CORPORATI ON, DEPARTMENT OF REVENUE, spoke in support of the
| egi sl ati on. He explained that the |egislation would provide
aut horization on the general election ballot for $500
mllion dollars in nortgage-backed, guaranteed revenue bonds
through the Alaska Housing Finance Corporation (AHFC).
Al aska is one of five states that are able to take advant age
of these tax-exenpt bonds. The requirenent for the state to
capture the tax exenption is that the bonds nust have an
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uncondi tional guarantee by the state in which the programis
adm ni st er ed. The state Constitution requires that a
guarantee of that nature have a vote of the people. The
bonds are structured to only relate to the nortgages that
the bond proceeds are used to purchase. The state’s general
obligation capacity wuld not be affected. Congr ess
authorized the tax exenption in 1978 and 1979. Al aska was
one of five states that issued bonds when the program was
first made available. Congress subsequently closed the
window in the early 1980’'s; those states that were in the
program were grandfathered. The bond proceeds woul d be used
to fund the Veterans Morrtgage Program To qualify, veterans
woul d have to have been in active duty service prior to
January 1, 1977 and not been discharged nore than 30 years
prior to the application date of their |oan. There would be
a dimnishing pool of qualified veterans. This would be the
fifth and last tine that AHFC woul d antici pate com ng before
the legislature for this type of bond authorization. He
pointed out that the bonds are well supported by the general
public.

Co- Chair Ml der questioned what woul d happen if the ball ot
issue did not pass. M. Bitney explained that AHFC would
finish with the authorization from 1986, which is close to
$50 mllion dollars; this would allow themto finish out the
year .

Co-Chair Mul der questioned if they would need to be on a
statewi de general election or could they be on a primry
el ection. M. Bitney did not know.

Co-Chair Milder stressed that too many questions on the
ballot may lead to the downfall of one of the questions and
suggested that it may behooved the legislation to be on the
primary ballot. M. Bitney clarified that the authorization
is needed in the current year.

In response to a question by Representative Lancaster, M.
Bitney observed that there is a generous cap. He did not
think that all of the authorization beyond the 30-year
tinmeframe would be needed. There are bills pending in
Congress, which could require additional authorization if
passed.

Co-Chair Ml der stressed that the ballot issue should be on
the primary el ection where it would not be confused with any
ot her ball ot question.

Representative Foster MOWED to report HB 370 out of

Commttee wth the acconpanying fiscal note. There being NO
OBJECTIQON, it was so ordered.
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HB 370 was REPORTED out of Commttee with a "do pass”
recoomendation and wth two previously published fiscal
notes: REV #1 and GOV #2.

RECESSED:

The Comm ttee Recessed at 4:00 p.m

TAPE HFC 02 - 99, Side A

RECONVENED,

The Comm ttee Reconvened at 4:45 p. m
#hb464
HOUSE Bl LL NO. 464

"An  Act relating to statewide school district
correspondence study prograns.”

RI CHARD SCHM TZ, STAFF, REPRESENTATIVE JAMES, testified in
support of the legislation on behalf of the sponsor. He
expl ained that the | egislation would address school district
correspondence study prograns. The first school district
correspondence study programwas the Al yeska Central School,
whi ch delivers public education to students that are not in
“brick and nortar” schools. Correspondence study prograns
have been successful and are popular with parents and
students. This year, the Departnent of Education and Early
Devel opnment instituted regulations that were distressing to
a nunber of the parents. The intent of the legislationis to
give the departnent direction in witing regul ations.

M. Schmtz observed that the legislation provides for a
five-year review. The original provision was for a one-year
review, which was felt to be onerous. He pointed out that
charter schools are reviewed and approved every 10 years.
The legislation also places in statute paraneters for
nonitoring students. Monitoring would not be so strict as to
be restrictive. Quarterly review by certified teachers woul d
be required. Under the proposed regulations, a certificated
teacher would be involved in every aspect of nonitoring the
student’s progress. The legislation would all ow [parents and
students] the freedomto operate as they feel works best.

M. Schmtz observed that parents taking part in
correspondence study prograns have received funding through
stipends or reinbursenents for textbooks or curriculum
materials. Due to the separation of state and church

materials were not allowed to have a religious content. A
question arose regarding the parents ability to wuse
materials with a religious nature if the parent purchased
the materials without state funds. The issue was resol ved by
adding: “Nothing in this section precludes a correspondence
study student, or the parent or guardian of a correspondence
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study student, from privately obtaining or using textbooks
or curriculummterial not provided by the school district.”

Vice-Chair Bunde summarized that the legislation is an
attenpt to hold correspondence students to the sanme standard
as other schools. M. Schmtz agreed.

M. Schmtz observed that the sponsor did not agree with the
acconpanying fiscal note by the Departnent of Education and
Early Devel opnent.

EDDY JEANS, MANGER, SCHOOL FINANCE AND FACI LI TIES SECTI ON
DEPARTMENT OF EDUCATION AND EARLY DEVELOPMENT, clarified
that the departnent requested funding for a position to
assi st school districts with nonitoring and conpliance for
the statew de correspondence prograns. He noted that there
is a substantial amount of work with the program The
departnment went through a regqulatory process wth the
expectations of providing clarity on famly allotnent
accounts. Through the regulatory process persons associ ated
with the program were heard. The departnent worked wth the
Gal ena and Nenana school districts to anmend the regul ations

to their satisfaction. He referred to page 2, line 7: “An
enrolled student shall be nonitored by a certificated
teacher or appropriately trained personnel enployed by the
governing body.” The departnment feels that a certified

teacher is the appropriate person to evaluate student’s
wor k.

REPRESENTATI VE JEANETTE JAMES, SPONSOR, spoke in support of
the | egislation, which includes nost of the regul ati ons. She
enphasi zed that correspondence schools are satisfied wth
the process. She discussed the fiscal note, which was added
when the regulations were included in the |egislation. She
pointed out that the legislation does not require any nore
work than what was required under the regulations. The
departnent indicated that they are short-funded. She pointed
out that the need is not the result of the |egislation. She
enphasi zed that the funding should be placed in the budget.
She is synpathetic to the departnent’s needs, but did not
think it was appropriate for the funding to be attached to
the legislation because the legislation is not the cause of
short age.

M. Jeans thought that there was a fiscal note attached to
the original |egislation, which was taken out in a previous
commttee. Co-Chair Miulder noted that the departnent is not
being asked to do anything new. He questioned if the
wor kl oad was being expanded. M. Janes observed that the
prograns are relatively new and have been expanded. The
departnent is attenpting to ensure that the program is
working. The program has taken a l|arge portion of the
departnment’s tine. Staff is needed in order to provide the
| egi slature with information.
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Co-Chair Ml der observed that the fiscal note could be
considered in the conference conmttee.

Representative John Davies MWNWED to ADOPT Anendnent 1

del ete “or appropriately trained personnel”. Co-Chair Mil der
OBJECTED. Representative Davies spoke in support of the
anendnent. He supported the departnent’s position that it is
appropriate to have certification by a certified teacher.
Co- Chair Mul der spoke agai nst the anendnent. He noted that
there are instances where supervision is not by a
certificated teacher. He did not see the necessity of having
a certified teacher if the child is hitting the mark.

In response to a question by Representative Whitaker,
Representative James explained that appropriately trained
personnel woul d be enployed by the governing body, which is
t he school

Co-Chair Ml der pointed out that grading is done quarterly
by certified teachers. Representative Bunde noted that the
day to day corrections would not have to be nmde by a
certified teacher and enphasized that the quarterly review
by certified teachers would allow m d course corrections.

Aroll call vote was taken on the notion.

I N FAVOR: Davi es
OPPOSED: Bunde, Fost er, Harri s, Hudson, Lancast er,
VWhi taker, WIIlians, Ml der

Representati ves Mbses and Croft were absent fromthe vote.
The MOTI ON FAI LED (1-8).

Representative Foster MOVED to report CSHB 464 (EDU) out of
Commttee wth the acconpanying fiscal note. There being NO
OBJECTION, it was so ordered.

CSHB 464 (EDU) was REPORTED out of Commttee with a "do
pass" recomendation and with a previously published fiscal
note: EED #2.

#hb489

HOUSE Bl LL NO. 489

"An Act relating to cruelty to animals."

REPRESENTATI VE M KE CHENAULT, SPONSOR, spoke in support of
the legislation. He pointed out that it is well docunented
that aninmal abuse is a precursor to child abuse. Studies
suggest that if animal cruelty is identified and treated as
a juvenile problemthat a great deal of adult donestic abuse
could be avoided. The legislation would allow a prosecutor
to charge a person with cruelty for each animal found to be
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negl ected or abused. The |egislation encourages courts to
mandat e behavi oral counseling and nmakes it a duty to report
abuse to an authority, while holding harml ess a person who
in good faith makes the report.

Representative Chenault noted that the |legislation was
nodified in previous conmttees. He expressed concern wth
the Departnent of Corrections’ indeterm nate fiscal note. He
pointed out that cruelty to animals would remain a
m sdenmeanor and did not think that it would cost the
departnent to inplenent the policy.

SUE WRI GHT, STAFF, REPRESENTATI VE  CHENAULT, provi ded
information on the fiscal cost. She observed that there have
been no added costs that they could determne to the states
that have inplenented simlar policies. She noted that only
extrenme cases would trigger the provision, such as the one
in Sterling, where a wonen had 64 dogs, many of which were
frozen to the ground. In that case, under the |egislation
she could be charged with 64 cases of animal cruelty. Under
the current | aw she could only be charged with a maxi num of
ei ght counts of animal cruelty.

Vice-Chair Bunde questioned if the legislation would
negatively inpact Alaskan kennels that operate under a
reasonabl e standard. Representative Chenault noted it was
not the intent of the legislation to interfere wth dog-
mushing activities or farm practices. He explained that the
animal control staff would nake the determnation of
cruelty.

Representative Lancaster MOVED to report CSHB 489 (JUD) out
of Conmttee with the acconpanying fiscal note. There being
NO OBJECTION, it was so ordered.

CSHB 489 (JUD) was REPORTED out of Commttee with a "do
pass" recommendation and wth two previously published
fiscal notes: COR #1 and LAW #2.

#hb315

HOUSE BILL NO 315

"An Act requiring a single insurance provider for all
state enpl oyees and allow ng small enployers to join as
a group; and providing for an effective date.”

JANET SEI TZ, STAFF, REPRESENTATIVE ROKEBERG testified in
support of HB 315, on behalf of the sponsor. She noted that
the legislation permts the Departnent of Admnistration to
obtain a policy or policies of group health insurances for
four entities:

Smal | businesses - 2 to 5 enpl oyees,
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Non-profit organizations - no floor or <ceiling on

enpl oyees,
Special service organizations - which can be sole
proprietors, i ncl udi ng chil dcare facilities,

resi denti al childcare facilities, child placenent
agencies, foster hone or maternity honme, assisted
| iving hone, conmmunity based center for adult day care,
or honme care services

Smal | associations for insurance - described as
Busi nesses or nonprofits or both organized and
operating in Al aska.

Ms. Seitz explained that the D vision of Retirenents and
Benefits would survey interested parties to determ ne what
benefits and deducti bles are wanted and to arrange prem uns.
The Division would offer a RFP that could be a single policy
from a single private insurance carrier or a nultitude of
policies covering a “cafeteria plan”. The | egislation does
not permt the entities to joint the state enployee health
i nsurance pool. The state may not self-insure the pool.
Provi ders woul d be private.

Ms. Seitz discussed the fiscal note. She observed that the
Al aska Mental Health Trust Authority would fund part of the
up-front cost. The Trust Authority feels that many of the
non-profit organizations that would profit from the bill
provi de services to nental health beneficiaries. Other first
year funding would conme from the General Fund. Subsequent
funding would cone from paynents of premuns. Applicants
woul d be certified by the Departnment of Adm nistration.

Ms. Seitz noted that a proposed commttee substitute, work
draft 22-LS1177\X, dated 4/25/02, allows for recapture of
the up-front costs and indicates that the recapture of costs
coul d be spread over a three-year period.

Vi ce-Chair Bunde MOVED to ADOPT proposed conmmttee
substitute, wor k draft 22- LS1177\ X, dat ed 4/ 25/ 02.

Representative John Davies OBJECTED for the purpose of

di scussion. He questioned why the costs woul d be recaptured
and why a three-year period was chosen. Ms. Seitz expl ai ned
that discussion occurred in the House Labor and Conmerce
Comm ttee concerning the state fiscal situation and use of

the General Fund. A recommendation was made to recapture the
funds. The Alaska Mental Health Trust Authority indicated
that they would also like to recapture funds. The sponsor

did not have an objection to lengthening the three-year

period. She clarified that the first year costs of $132, 800
dol lars woul d be recaptured. Representative Davies W THDREW
hi s OBJECTI ON.
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In response to a question by Representative Hudson, Ms.
Seitz explained that there is no floor or ceiling for
enpl oyees of non-profits. The Departnent of Adm nistration
woul d adm nister and issue a RFP for the policy. A private
third party would admnister the policy with Departnent of
Adm ni stration oversight. It would not be a governnment run
program The relationship would be between the private
I nsurance conpany or conpanies and the participates. The
departnment woul d issue a new RFP every five years and revi ew
the situation. The state would serve as a collection point.

Representative Davies noted that he had received letters,
concerned wth the loss of groups wth small claim
histories. Ms. Seitz did not think that there would be an
exodus problem because non-profits are having such a hard
time getting and retaining adequate insurance to retain
enpl oyees. The provision would provide a stable source. The
sponsor feels that the larger the group the less the risk

She reiterated that policies would be reviewed every five
years. There would be no constraint on who is in or out of
t he pool.

JANET  PARKER, DIVISION OF RETIREMENT AND BENEFI TS,
DEPARTMENT OF ADM NI STRATI ON, explained that |egislation
would allow the formation of group policies for private
enpl oyees. The D vision hopes to devel op several plans that
would neet the needs of groups that are having trouble
finding insurance in the current market. The Division would
begin by surveying persons eligible for the program to
determ ne needs. She was not aware of any other pools
consisting of small non-profits.

BOB LOHR, DI RECTOR, ALASKA DI VI SION OF | NSURANCE, testified
in support. He stressed that the bill would be an inportant
first step toward providing access to health insurance
coverage for groups that find it difficult to obtain
coverage in the current market. He acknow edged that adverse
selection is always a concern in the design of an insurance
pl an. He noted that problens could arise if a plan attracts
hi gh-risk participants and the healthy do not enroll. The
design wll have to address the issue.

In response to a question by Representative Hudson, M. Lohr
stated that Division of |nsurance does not have authority
over union organized groups that have decided to purchase
their own coverage. Union Trusts are preenpted under federal
| egi sl ati on.

TOM TURNER, PRESI DENT, ALASKA ASSOCI ATION OF HEALTH
UNDERVWRI TERS, ANCHORAGE, testified via teleconference in
opposition to the legislation. He expressed concern but that
the legislation would have a negative inpact on the snall
group/ enpl oyer health insurance nmarket and the state of
Al aska enpl oyee health plan. He appreciated the effort to
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bring affordable health i nsurance access to small enpl oyers,
but noted that other states with simlar prograns did not
reduce costs over tine, but that it did lead to adverse
sel ection probl ens.

M. Turner noted that enployer groups in Alaska mght
initially benefit fromthe |ower rate, but clained that the
state pool would eventually be forced to react to the bad
clainms experience from increased premuns. Elimnation of
sonme adm nistration costs for small businesses would be one
ti mesavings. He observed that snmall group/small enployer
premuns would still be subject to the factors that drive
health insurance premuns: provider costs, pharmaceutical
costs, mandates, technology, increased utilization, and an
aging popul ation, which are not addressed by the
| egislation. Qther states have tried to inplenment simlar
|l egislation with limted success. He referred to the state
of Kentucky’'s Alliance plan.

TAPE HFC 02 - 99, Side B

M. Turner expressed concern that the provision could result
in a depletion of options and significant costs to the state
of Al aska.

Representati ve Hudson questioned how the |egislation would
negatively inpact the state’s program which would be
segr egat ed.

M. Turner acknow edged that he m sunderstood. He nuintained
that the legislation wuld have an inpact on the nunber of
carriers and the conpetition of the carriers in the state of
Al aska.

Representative Bunde pointed out that the initial set-up
costs woul d be recaptured.

REPRESENTATI VE SHARON CI SSNA testified in support of the
| egi sl ati on. She explained that a work group on affordable
health insurance led to the |egislation. Many peopl e cannot
afford insurance. In sonme cases the cost of insurance
exceeded the cost of the insured s hone nortgages. Many were
wor king for non-profits or were self-enployed, but due to
preexisting conditions were unable to obtain affordable
policies. She has received nunerous letters in support of
the concept of affordable insurance. An Anchorage survey in
Decenber 2000, denonstrated that people are going to
hospital enmergency roons because they cannot afford to go to
doctors. Many Al askans cannot find insurance carriers.

Representative John Davies MWNED to ADOPT Anendnent 1

change “3” to “5”. There being NO OBJECTION, it was so
or der ed.
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Representative John Davies MOVED to report CSHB 315 (FIN)
out of Commttee with the acconpanying fiscal note. There
bei ng NO OBJECTIQN, it was so ordered.

CSSSHB 315 (FIN) was REPORTED out of Committee with a "do
pass" recommendation and wth a fiscal inpact note by the
Departnent of Adm nistration.

#

ADJ QURNVENT

The neeting was adjourned at 5:44 PM
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