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HOUSE BI LL NO. 195

"An Act requiring governnent al entities to neet certain
requi renents before placing a burden on a person's free exercise
of religion.”

- MOVED CSHB 195( STA) FROM COW TTEE

HOUSE BI LL NO. 20

"An Act relating to state aid to nunicipalities and certain
other recipients, and for the village public safety officer
program relating to nunicipal dividends; relating to the public
safety foundation program and providing for an effective date."

- HEARD AND HELD

HOUSE BI LL NO. 17

"An Act relating to the capital projects fund, to distribution
of nmoney in the earnings reserve account of the Al aska permanent
fund to the capital projects fund and to the dividend fund at
the end of fiscal year 2001, and to increasing the anount of
permanent fund dividends for calendar year 2001; and providing
for an effective date.”

- HEARD AND HELD

HOUSE BI LL NO. 42
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"An Act relating to the consunption, purchase, furnishing,
delivery, offer for sale, and sale of alcoholic beverages and to
driver's licenses and identification cards used to purchase
al cohol i c beverages."

- SCHEDULED BUT NOT HEARD
HOUSE BI LL NO. 200
"An Act establishing July 3 as Drunk Driving Victinms Renenbrance
Day. "
- SCHEDULED BUT NOT HEARD
PREVI QUS ACTI ON
BILL: HB 195

SHORT TI TLE: FREEDOM OF RELI Gl ON
SPONSOR(S):  REPRESENTATI VE( S) DYSON

Jrn-Date Jrn- Page Action

03/19/01 0649 (H READ THE FI RST TI ME -
REFERRALS

03/19/01 0649 (H STA, JUD, FIN

04/ 05/ 01 0869 (H COSPONSOR('S): W LSON

04/ 05/ 01 (H STA AT 8: 00 AM CAPI TOL 102

04/ 05/ 01 (H Heard & Held

04/ 05/ 01 (H M NUTE( STA)

04/ 06/ 01 0890 (H COSPONSOR('S): CROFT

04/ 10/ 01 0940 (H COSPONSOR('S) : GREEN

04/ 10/ 01 (H STA AT 8: 00 AM CAPI TOL 102

BILL: HB 20

SHORT TITLE: Al D TO MUNI Cl PALI TI ES AND OTHERS
SPONSOR(S) :  REPRESENTATI VE( S) MOSES

Jrn-Date Jr n- Page Acti on

01/ 08/ 01 0029 (H PREFI LE RELEASED 12/ 29/ 00

01/ 08/ 01 0029 (H READ THE FI RST TI ME -
REFERRALS

01/ 08/ 01 0029 (H) CRA, STA, FIN

03/ 20/ 01 0669 (H COSPONSOR( S): DAVI ES

03/ 20/ 01 (H CRA AT 8: 00 AM CAPI TOL 124

03/ 20/ 01 (H Moved CSHB 20( CRA) Qut of
Conmittee

03/ 20/ 01 (H) M NUTE( CRA)

03/ 22/ 01 0679 (H) CRA RPT CS(CRA) 3DP 1DNP 2NR

03/ 22/ 01 0679 (H DP: KERTTULA, MJRKOASKI ,
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MORGAN,;

03/ 22/ 01 0679 (H) DNP: MEYER, NR. QGUESS, SCALZI
03/ 22/ 01 0679 (H) FN1: ZERQ( CED)

03/ 22/ 01 0679 (H FN2: ZERQ( REV)

04/ 05/ 01 (H) STA AT 8: 00 AM CAPI TOL 102
04/ 05/ 01 (H) Schedul ed But Not Heard

04/ 10/ 01 (H STA AT 8: 00 AM CAPI TOL 102
BILL:. HB 17

SHORT TI TLE: CAPI TAL PRQJ/ DI STRI B. OF PERM FUND | NC
SPONSCR( S) : REPRESENTATI VE( S) WHI TAKER

Jrn-Date Jr n- Page Action

01/ 08/ 01 0028 (H PREFI LE RELEASED 12/ 29/ 00

01/ 08/ 01 0028 (H) READ THE FI RST TI ME -
REFERRALS

01/ 08/ 01 0028 (H STA, FIN

04/ 10/ 01 (H) STA AT 8: 00 AM CAPI TCL 102

W TNESS REG STER

REPRESENTATI VE FRED DYSON

Al aska State Legislature

Capi tol Building, Room 104

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified as co-sponsor of HB 195.

REPRESENTATI VE ERI C CROFT, Al aska State Legislature
Capi tol Buil ding, Room 400

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified as co-sponsor of HB 195.

JENNI FER RUDI NGER, Executive Director

Al aska G vil Liberties Union

P. O. Box 291844

Anchor age, AK 99520-1844

PCSI TI ON STATEMENT: Testified on HB 195.

R. D. LEVNO
[ No address provi ded]
POSI TI ON STATEMENT: Testified in opposition to HB 195.

M CHAEL STARK, Assistant Attorney GCeneral
Crimnal Division

Departnent of Law

P. O Box 110300

Juneau, Al aska 99811-0300
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POSI TI ON STATEMENT: Testified on HB 195.

RI CHARD BLOCK, Christian Science Committee on Publications
[ no address provi ded]
POSI TI ON STATEMENT: Testified in support of HB 195.

LARRY PERSI LY, Deputy Conm ssi oner

Depart ment of Revenue

P. 0. Box 110400

Juneau, Al aska 99811- 0400

PCSI TI ON STATEMENT: Testified on HB 195.

ANGELA SALERNO, Program Coor di nat or

Di vi sion of Public Assistance

Departnent of Health and Social Services
P. 0. Box 110640

Juneau, Al aska 99811-0640

POSI TI ON STATEMENT: Testified on HB 195.

DENNY K. WEATHERS
[ no address provi ded]
PCSI TI ON STATEMENT: Testified on HB 195.

ROBERT ROYCE, Assistant Attorney General
Governnental Affairs Section

Departnent of Law

1031 West Fourth Avenue, Suite 200
Anchor age, Al aska 99501-1994

POSI TI ON STATEMENT: Testified on HB 195.

REPRESENTATI VE CARL MOSES

Al aska State Legislature

Capi tol Buil ding, Room 500

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified as sponsor of HB 20.

TI' M BENI NTENDI, St af f

to Representative Mses

Al aska State Legislature

Capi tol Buil ding, Room 500

Juneau, Al aska 99801

PCSI TI ON STATEMENT: Testified on HB 20.

JIM KELLY, Director of Comrunications
Al aska Per manent Fund Cor poration

P. O, Box 25500

Juneau, AK 99802-5500
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PCSI Tl ON STATEMENT: Testified on HB 20.

KEVIN RI TCH E, Executive D rector

Al aska Muni ci pal League

217 Second Street, Suite 200

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified in support of HB 20.

REPRESENTATI VE JI M VWH TAKER

Al aska State Legislature

Capi tol Building, Room 411l

Juneau, Al aska 99801

POSI TI ON STATEMENT: Testified as sponsor of HB 17.

ACTI ON NARRATI VE

TAPE 01-36, SIDE A

Nunber 0001

CHAIR JOHN COGHI LL called the House State Affairs Standing
Commttee neeting to order at 8:09 a.m Represent ati ves
Coghill, James, Stevens, WIlson, and Crawford were present at
the call to order. Representative Hayes arrived as the neeting

was in progress.

HB 195 - FREEDOM OF RELI G ON

Number 0132

CHAI R COGHI LL announced that the first order of business would
be HOUSE BILL NO 195, "An Act requiring governnmental entities
to nmeet certain requirenents before placing a burden on a
person's free exercise of religion.™

Nunmber 0156

REPRESENTATI VE FRED DYSON, Alaska State Legislature, cane
forward to testify as sponsor of HB 195. He began by saying,
"One of the really disgusting things about nmy critics is how
often they're right." Jennifer Rudinger, Executive D rector of
the Alaska Civil Liberties Union, had suggested four anendnents
to HB 195, and the co-sponsors, nyself and Representative Eric
Croft, agree that two of them should be adopted. As for the
ot her two suggestions, "One of them we think she's wong and one
of them we still have to think about,"” Representative Dyson
sai d.
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Nunber 0271

REPRESENTATI VE DYSON expl ained that the first change wi th which
he and Representative Croft concur is that everywhere in the

bill where it says the governnent shouldn't put a "burden" on
religious expression, it should instead say “"substantial
burden”. The second change with which they concur is on page 2,
line 21, where the words "clear and convincing" should be
del et ed. He said the choice before this commttee is to do
nothing, to accept those two anendnents and fix that part now
and pass the bill out, or to pass the bill out "and we'll fix it

in Judiciary, if that coomttee agrees."

CHAIR COGHI LL noted that M. Rudinger was on the teleconference
line as were three other wtnesses.

Number 0395

REPRESENTATI VE JAMES said she was inclined to agree with saying
"substantial burden" as opposed to "burden", but that she had a
problem with deleting "clear and convincing" as opposed to just
"denonstrating®" because it seens that mght weaken the nost
inportant part and leave the bill unbal anced. She asked
Representative Dyson to respond to that.

Nunber 0477

REPRESENTATI VE DYSON deferred to Representative Croft and
suggested that the commttee also hear from Ms. Rudinger on the
subj ect .

Nunber 0511

REPRESENTATI VE ERI C CROFT, Al aska State Legislature, co-sponsor
of HB 195, cane forward to testify. He said one of the goals of
HB 195 is to get as close as possible to Alaska state |aw before
the United States Suprene Court's 1990 Smith decision. That
state law was a set of standards that had evol ved over 30 years

and had been found to work to protect religions |iberty, he
sai d. The "clear and convincing" standard was never part of
that jurisprudence, and it is a very tough standard, "the
t oughest standard we use in the civil law, " he expl ai ned.

REPRESENTATI VE CROFT said the state legal tradition involves
sone very careful bal ancing. He gave exanples of cases
including one involving the Sikh religion, "where they are
required by their religion to carry knives. That is legitimte.
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That's part of the Sikh tradition. But school children wanting
to carry their Sikh knives to school?" Another case concerned
whet her prisoners have the right to wear a crucifix and whet her
that could be used as a weapon. "So these [cases] involve sone
very difficult balancing issues on public safety,” he said. "The
bal ance that was struck is the one we wanted to restore, and
this ["clear and convincing"” standard] wasn't part of it."

REPRESENTATI VE DYSON suggested asking Ms. Rudi nger to comment.
Nunber 0694

JENNI FER RUDI NGER, Executive Director, Alaska G vil Liberties
Union (AKCLU), testified by tel econference. She said the AKCLU
had just given the conmttee a position paper, which on page 10
briefly discusses the group's objections to the "clear and
convi nci ng" evidence standard. She said that since "strict
scrutiny” [the highest |level of scrutiny that can applied to a
statute] will be applied to any |law that substantially burdens
free exercise, "it's not necessary to throw 'clear and
convincing' into it." She continued:

You're already using the very highest standard.

But when you start talking about evidence, it's not
clear how that is going to be interpreted. You don't
usually find a clear and convincing evidence standard
in this kind of a case, and often cases |ike this can
be disposed of on what's called summary judgnent,
where the court can just look at the law, both sides
stipulate to what the facts are, and then the court
will do the weighing under strict scrutiny. If you
demand a showing of evidence, it mght be interpreted
to push this thing to trial, which is nobre expensive
for the person claimng free exercise of religion,
because they're the ones trying to get exenpt from a
government law, and now to have to have the governnent

putting out evidence, then the other person will have
to put out evidence, and it mght actually drive up
the cost of litigation. And since it is unnecessary,

we just would urge that it be stricken to really tone
down the standard and nake it nore clear.

Nunmber 0865

CHAI R COGHILL sought to clarify the places in HB 195 where the
co-sponsors were recomendi ng that anmendnents be nade:
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Page 2, line 21
Del ete "cl ear and convi nci ng"

Page 2, line 19, before "burden",
I nsert "substantial™
I nsert change throughout the bill

REPRESENTATI VE DYSON said that was correct, and added:

Page 2, line 1, [inthe title] before "burden",
| nsert "substantial™"

Number 0930

REPRESENTATI VE DYSON added that sonme of the national groups wth
whom the sponsors have been corresponding agree wth
Representative Janes that the "clear and convincing" |anguage --
although it my be inplied, as Representative Croft and M.
Rudi nger believe -- should stay in. Anong them is the |ead
attorney for the Honme School Legal Defense Fund.

CHAI R COGHILL explained that he wanted to nmake sure that it is
clear what the sponsors are proposing before continuing wth

testinmony and proceeding wth discussion. He announced his
intention to try to nove HB 195 to the next commttee of
referral. Noting that it has a House Judiciary Standing
Committee referral and that sone of the issues "go right into
constitutional questions,” he said he is looking for a clear
policy recomendation [from the House State Affairs Standing
Comm ttee] and suggested focusing on the bill as a whole.

Nunber 1132

R D. LEVNO testified by tel econference. She said she has been
an Al askan since 1969 and represents an unorgani zed part of the
comunity that is "alarmed at the increased encroachnment and
ent angl enent of religion and governnent and law." She said she
opposed HB 195, and stated, "We have hundreds of religions and
hundreds of mnorities, and | think HB 195 can pit one religion
agai nst another and can make it hard to defend against mnority
di scrimnation of all kinds on the excuse of religious beliefs.”

CHAIR COGHI LL asked M. Levno if she was speaking as an
i ndi vidual or for a group.

M5. LEVNO said she was speaking for herself.
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Nunber 1253

M CHAEL STARK, Assistant Attorney General, Crimnal Division,
Departnent of Law, said he had served as |ead counsel for the
Department of Corrections for the past 21 years and is [speaking
for both departnents] this norning.

MR. STARK said M. Royce would address sone of the nore genera

concerns of the Departnent of Law and other agencies concerning
the bill. He referred to earlier testinony saying, "W know
that there's not a problem in Alaska in terns of analyzing
religious issues and substantial religious burdens on people's
exercise of religions.” He said as he understands the sponsors'

statenent, they want this |law adopted just in case the [state]
Suprenme Court changes its mnd and decides to follow the U S.
Suprene Court's view in overturning the Smth decision. He said
the pre-Smith analysis is the one now being applied by the
Al aska courts and suggested, "This is not a problem that's
broken; it doesn't need to be fixed."

Nunber 1346

MR. STARK said he nuch preferred the wording "substanti al
burden”, as it is consistent with all of the pre-Smth federal
case law and with Al aska case law. Simlarly, he said, there is
no need for the "clear and convincing" evidence standard.

Nunmber 1378

MR. STARK said one other aspect of HB 195 that is "very
troubl esone” is on page 2, I|line 23. Currently, if a
governnmental entity places a burden on sonebody's free exercise
of religion, the governnent has to denonstrate that there is a

conpelling state interest to do that. If the governnent does
that, then the burden nust be the l|east restrictive nmeans of
furthering that conpel ling governnental i nterest. " And

certainly fromthe corrections standpoint, that creates a nunber
of problens,” he said, "particularly in light of the resources
that are available to the Departnent of Corrections.”

MR. STARK rem nded the committee that the people with whom the
Department of Corrections is dealing are prisoners, including
nmur der ers, ki dnapper s, rapists, and arned robbers. He
characteri zed them as people who have not denonstrated the best
civic responsibility and who often look for ways to "jerk the
chain" of the system "Certainly a nunber of them have very
sincere, legitimate religious beliefs, and those have been
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honored,"” he said. There is a chaplain's office in the
Department of Corrections central office and vol unteer chapl ains
t hroughout the state work with inmates in the facilities. M.
Stark assured the conmttee, "There's not a problemwth inmates
being able to practice their religion.”

MR. STARK predicted that if HB 195 is passed and includes the

"| east restrictive means” of furthering a conpel l'i ng
governnmental interest, the Departnent of Corrections wll have
probl ens. In the Corrections setting, when an inmate requests

sonething to practice religion, the conpelling governnental
interest that nust be considered typically is security of the
facility and safety of persons, he expl ai ned.

Nunmber 1528
MR. STARK listed requests that innmates have nade. They i ncl ude:

To wear headwear in which contraband or weapons can be
hi dden.

To neet in groups for religious purposes at tinmes when
sufficient staff is not available to supervise them

To use candl es.
To use wine as part of a religious sacranent.

To have special foods that are expensive or difficult
to obtain or which have not passed health inspections.
[ However, he said, nost facilities have potlatches
once or twice a year that include food fromthe wld
that is part of the Native culture.]

To not participate in required aspects of the sexual
of f ender t r eat ment because its "agai nst their
religion" to talk about their offenses or to submt to
a test that objectively neasures deviant sexua
arousal .

To practice witchcraft or cult behavior such as making
dolls in the likeness of a staff nenber or another
inmate, and poking it with sharp objects.

To participate in religious neetings with nenbers of

the public, including mnors not acconpanied by a
parent or a guardi an
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To use tobacco as part of a religion.

To wear robes and other religious garnents that can be
used to hide contraband or weapons.

To use sweat | odges at unreasonable tines.

To not participate in groups or classes or work or be
housed with nmenbers of other races [which he said is a
very comon request].

To associate only with nenbers of the inmte' s own
religion.

MR. STARK explained that if the Jlaw requires the |east
restrictive means, there will be violations under this statute
and there wll be liability because it is not practically
possi bl e given the resources that the state has. He testified:

The correctional staff are stretched to the limt in
just maintaining safety in the facility and carrying

on their regular duties. They don't have tine to
provide the staff that can address al nost every one of
these concerns if, in fact, there were enough staff

persons sinply to be present when inmates requested to
practice these particular religious beliefs.

Nunber 1869

MR, STARK told the commttee that Congress passed a federal |aw
that went into effect in Septenber 2000. That law, the
Religious Land Use and Institutionalized Persons Act, includes
the standard that is in HB 195 and covers prisoners. "We're
dealing with the problens that has caused,” he said. "There is

no need for this state law. "

Nunber 1920

REPRESENTATI VE W LSON said she thought there are things prisons
have to do because of safety, and that the prisoners |ose sone
privileges sinply because they are in prison. "How much wei ght
does that hol d?" she asked.

MR. STARK replied:
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If this bill becones |aw, none. You don't nmake any
allowances in here for that situation. What the
courts have held is that prisoners obviously |ose sone
rights by virtue of incarceration, but only those
rights which are necessary to further a conpelling

gover nnent al I nterest. So if they have any
constitutional rights, they're only limted to the
extent necessary to manage the facility and preserve
security..

REPRESENTATI VE W LSON asked, "Wat about when sonething has
to do with safety of others?"

MR. STARK sai d:

That is the conpelling governnental interest we are
talking about. So if there is something that one
inmate wants to do which threatens the safety of other
people, then we identify that conpelling interest and
then ... do a balancing. Under present |aw
[prison officials] look at what the right is the
inmate wants versus what the concern is, and if there
is a way to balance those interests and still allow it
to happen. That's not the "least restrictive neans”
test that this bill would inpose.

Number 2020
REPRESENTATI VE JAMES recalled that during Wrld War |1, a person

didn't get to be a conscientious objector sinply because he said
fighting was against his religion. He had to show evidence that

he belonged to an organized religion that included that
prohi bition against fighting in its creed. She said she did not
want to support "religion with a smll r," sinply what a

prisoner Dbelieves, but only the practice of an organized
religion that includes rules and regulations that make the
follower a better person and doesn't allow themto be crimnals.
She said the United States Constitution protects prisoners from
illegal search and seizure, gives them due process, and assures

that they are assuned innocent wuntil proven guilty, but "I
believe after that, they can |ose every freedom they have while
they're incarcerated.” She acknow edged that over the years,

judges and legislators have nodified the legal system "and
maybe they've nodified so nuch that we're in a trap.”

Nunber 2121
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MR. STARK sai d Representative Janes had raised a valid point "in

terms of what we'd all like to think religion is, which is to
make us better people.” The problem he said, is that there are
hundreds of religions around the world. "Qur Constitution

didn't just say the three or four principal religions are the
ones that are protected; they're all protected,” he said. Thi s
bill talks about free exercise of religion, and sone religions
believe in viol ence agai nst ot her people.

Nunber 2223

REPRESENTATI VE JAMES asked M. Stark how he would define a
"cult."

MR STARK said he'd have to think about that.

REPRESENTATI VE STEVENS observed that HB 195 seens to speak to

all Alaskans, not just those who are institutionalized. "Is
there a way of exenpting them [prisoners] from the requirenments
of this bill and placing themunder federal |aw?" he asked.
Number 2233

MR. STARK said everyone is under federal law, and it was not
necessary to include anything pertaining to that in this bill

CHAIR COGHI LL recalled that |ast year, there had been extensive
di scussion of exenptions. He then noted that there were many
departnment people present to testify and asked that those from
the Departnment of Law keep in mnd that HB 195 was going to be
heard in the House Judiciary Standing Conmttee that he wanted
the public policy debate to begin in the House State Affairs
Standing Conmttee also wanted to give the sponsors a chance to
respond.

Nunber 2321
REPRESENTATI VE DYSON wi shed to nake three points. He said:

We're only going back to a standard that has been in

pl ace since 1960 ..., and as the gentlenman testifying
says, it's not a problem because the state has been
applying it. | absolutely cannot understand the |ogic
that says that this bill, which only puts into |aw

that which has was in law for 30 years and has been
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practiced by a Suprenme Court, is going to cause any,
| et alone a | andslide of issues com ng up.

Secondly, just before he [M. Stark] finished his
testinmony, he said that now with the new federal |aw,
the institutions are under this same standard and so
this law is not needed.... If, indeed, we pass this
and it just has the same standard as the federal |aw
that's already in effect, nothing changes except that
it mght be dealt with in a state court.

Lastly, every issue that has <conme wup in this
di scussion has been dealt with before, at least in a

generic sense, and | can show you pages of citations
.. For instance, in Felix v. Rowan, in federal
court, they said, "Prison order, security and
adm nistrative efficiency is a part of the conpelling
state interest.” The state can wuse that, so if
sonebody wants to do their cerenony at a time that's
i nconveni ent because of staffing ..., the state can

[deny that on the basis of] admnistrative
ef ficiency. There's quite a few citations on that.

Same thing on the discrimnation. These have gone to
court; these have been decided, and the precedents are
there ....

Number 2456

RI CHARD BLOCK, Christian Science Conmittee on Publication for
Al aska, expressed support for the adoption of HB 195. He said
what he sees as the value of adopting this legislation is the
overall tenor of the whole bill: it sets out an expression by
the legislature as to how it regards legitimte religious
activity in the state and asserts that it wants to see
legitimate activity protected. For that reason, he would like to
see HB 195 adopt ed. He also noted support for the changes
proposed by Representative Dyson.

CHAIR COGHI LL noted that HB 195 has once again brought about
di scussion of what is religion and how is it protected in this

society, an issue that has been debated since the founding of
this country.

Number 2577

LARRY PERSILY, Deputy Comm ssioner, Departnent of Revenue, cane
forward to testify. He explained that he deals wth the
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divisions of charitable gam ng, permanent fund dividend, and
child enforcenent support. Child support covers nore than
100, 000 peopl e, there are nore than 600,000 dividend
applications a year, and there are hundreds of charitable gam ng
| i censees. Every week, he sees formal appeals, notices of
reconsi deration, or court cases in which sonmeone is challenging
depart nent deci sions.

MR. PERSILY said that as he |ooks at HB 195, he sees an increase
in the nunber of appeals having to deal with those three areas.
For exanple, doing mssionary work outside of Alaska is not an
al | owabl e absence under the dividend statutes. Under this bill,
soneone deni ed a dividend because he or she left the state for a

church program is going to cone back and say, "show ne the
conpelling state interest.” The Child Support Division already
has had sone people protest that it is against their religion to
submt to genetic testing. "We've won those cases, but | 1ook

at HB 195 and wonder, will we win the next one?" he said. O her
potentially problematic areas include the alcohol excise tax,
which applies to sacranental wnes, and state regulation of
bi ngo ganmes run by churches.

MR. PERSILY said he did not expect religious groups to be
unr easonabl e. But in light of dealing wth hundreds of
t housands of cases a year, "I believe this bill would increase
the nunber [of cases] that go to formal hearing and that end up
in court, which detracts fromtinme we're able to spend on other
cases," he said. Al t hough the Departnment of Revenue tries to
be as accomodating as it can within the law, "I see sone
probl ens com ng down the road with HB 195," he concl uded.

Number 2800

CHAI R COGHI LL observed that any tine the |egislature discusses
limting governnment, it is inportant to realize that the
limtation may cause problens for [sone] agencies of governnent.
He said it is inportant to renmenber that the whole idea of our
government is restricting governnent and guaranteeing individua
freedom

Number 2897

ANGELA  SALERNG, Program Coor di nat or, D vision of Publ i c
Assi stance, Departnent of Health and Social Services, cane
forward to testify. She expressed concern about the |anguage in
Section 4 that allows a person to bring civil action against an
agency when the person feels his or her free exercise of
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religion has been substantially burdened. She said that could
make the division quite vulnerable to costly litigation.

V5. SALERNO expl ai ned:

W're now in the business in Public Assistance of
assi sting famlies toward sel f-sufficiency, of f
wel fare towards work. Wien an applicant conmes to the
Public Assistance office, they're routinely told that
work is part of the deal. They are required to fill
out a famly self-sufficiency plan that gives the
steps they are going to take toward self-sufficiency
t hrough work. The eligibility technician, a fairly
| ow-l evel position, the first person the applicant

will come into contact with, will routinely tell them
that they nmust work in order to be eligible for public
assi st ance. At that point, if the individual tells
the eligibility technician that it's against their
religion to work outside the hone, they will be denied
benefits. Liability could attach at that point

TAPE 01-36, SIDE B

M5. SALERNO described a case in which applicants, nenbers of a
very small Jewi sh sect, clainmed their religion did not allow the
woman to work outside the hone. The agency lost that case and
had to pay court costs and benefits, she said.

M5. SALERNO said the agency's other concern is that "if that
i ndi vidual or others do not work outside the home, their clock
is still ticking." Wl fare benefits now are limted to 60
nont hs. "So if our hands are tied ... and we cannot conpel
folks to go to work, we have no way to help them becone self-
sufficient.”

Nunber 2917

REPRESENTATI VE JAMES commented, "You shouldn't worry about them
running out of their time; it's ... the law, their problem not
yours."

Number 2906

CHAI R COGHI LL asked Ms. Salerno if the case the departnent | ost
was a civil action.

M5. SALERNO said it was a civil rights action.
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Nunmber 2883

DENNY K. WEATHERS, who identified herself as "just an Al askan"

from Prince WIliam Sound, testified by teleconference. She
said the noral values in the State of Alaska as well as
t hroughout Anerica have been disintegrating and "I wonder if it

could be the powers that be right now, not directly related to
you guys, but sonmewhat.”

M5. WEATHERS said she said she believes in the Constitution of
the United States and of the State of Alaska "in its entirety,
not just parts and pieces.” She called attention to page 2,
lines 20-23 of HB 195. She testified:

You have you want to protect the right but that is
unless it directly affects the governnent. In other
words, it's OK to have religion as long as it doesn't
directly affect the governnent. OK, in the Statehood
Act, Section 3, that was witten in 1958, passed in
1959, it says, "the constitution of the State of
Al aska shall always be republican in form and shall
not be" - and these are the key words - "shall not be
repugnant to the Constitution of the United States and
the principles of the Declaration of Independence.”
When you go to the Declaration of |ndependence, | find
that nost everything we do in Alaska now is repugnant
to that. Look at grievance Nunber 9, "He has nmade
judges dependent on his will alone for the tenure of
their offices and the anpunt of their paynent.”
That's just one. Look at Nunber 17, and |I'm going to
point this out because you guys have full bills and
tax bills comng in to do this, Nunber 17 says, "For

i nposing taxes on us w thout our consent." Then you
have Number 18, which says "depriving us in many cases
of the benefit of trial by jury.” 1 know, M. Dyson,

you were on the Fisheries Commttee where you found
out that fishernen even though they requested jury
trials are not getting that, given a jury trial. And
that brings me to Ms. Janes ....

CHAI R COGHI LL apol ogi zed for interrupting, but asked the w tness
to speak to the point of HB 195. He asked her to summarize a
yea or nay position on HB 195.

Nunber 2723
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M5. WEATHERS conti nued:

[ Representative] Janes brought up the due process in
the law, and she was tal king about what rights they
have. She nust be aware that we don't always get due

process of the [|aw Some people ... in Alaska are
arrested just because they don't have a Soci al
Security nunber, and jailed. That's just happened
recently because ... you guys passed the Senate Bill
19 and all these other bills that require Socia
Security. So what |I'm getting at is religious
bel i ef s. Soci al Security nunber. The right you have
to provide it. It goes against people' s rights, but

you don't seemto care about that.
Nunmber 2686
CHAIR COGHI LL sai d:

W do care about it, and that's one of the reasons
we're having this discussion; and the conpelling

governnment interest, the least restrictive neans,
substantial burdens are the things that we are
discussing ... in this particular bill. And there are
probl ens, and they're worthy of legitimate discussion.
So | appreciate your weighing in on it. | hope that
you'll enjoy listening as we discuss the remainder of
this bill, because those are the very things that we

wi |l be discussing ....

CHAIR COGH LL then called upon M. Royce and asked him to
summari ze the Departnent of Law s position on HB 195.

Nunber 2649

ROBERT ROYCE, Assistant Attorney General, Governnental Affairs
Section, Departnment of Law, testified by teleconference. He
said it is the Departnent of Law s position that HB 195 has been
introduced in response to a federal <court decision that the
Al aska Suprenme Court has refused to adopt. He said he wanted to
make sure the conmttee was aware of the current state of the
| aw regardi ng free exercise, and he cited Frank v. State, a case
in which the court allowed an Athabascan Indian to take a npose
out of season for a funeral potlatch. In that case, the court
sai d:
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No value has a higher place in our constitutional
system of governnent than that of religious freedom
The freedom to believe is protected absolutely. The
freedom to act on one's religious belief is also
protected, but sone protection may be overcone by
conpelling state interest. Because of the close
rel ati onship between conduct and belief, and because
of the high value we assign to religious beliefs,
religiously inpelled actions can be forbidden only
when they pose sone substantial threat to public
safety, peace, or order, or where there are conpeting
governnmental interests that are the highest order and
are not otherw se served.

MR. ROYCE said the foregoing is the current status of the |aw
regardi ng free exercise cases under the Al aska Constitution.

Number 2588

MR. ROYCE said it is the Departnent of Law s position that the
constitutional right is already protected, and for the
| egi slature to establish an additional requirenent of the "l east
restrictive neans" would change the test. He pointed out that

that was an elenent of the federal act that had been declared
unconstitutional, and it was declared unconstitutional in part
because ... the least restrictive neans was not used in the pre-
Smth jurisprudence [which Representative Dyson is aimng to
restore]. "So | think that by adding that additional °'Ieast
restrictive nmeans' test, which doesn't appear in our state court
cases, it would be changing or altering the right under the
Al aska Constitution," he said.

Number 2532

CHAIR COGHI LL asked, "lIsn't that part of what was handed back to
the states to deci de?"

MR. ROYCE replied no. He noted that although the sponsor
statenent for HB 195 says that the states were invited by the
court to pass legislation on their own l|evel, "that can be
nowhere gleaned fromreading the decision.... There has been no

invitation by Congress to pass simlar legislation on the state
| evel . ™

Nunber 2487
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CHAIR COGHILL told M. Royce that he finds hinself "in the
precarious position of trying to bring us [the House State
Affairs Standing Commttee] to a policy decision wthout wading
t hrough every Suprene Court case," knowing that HB 195 al so has
a referral to the House Judiciary Standing Commttee and those
things are going to be scrutinized there. He asked the House
State Affairs Standing Commttee to discuss whether the "l east
restrictive means"” is sonething they want to bring up for
di scussi on because the bill sponsor has asked them to discuss
it. Part of what this commttee needs to decide is if they want
the policy discussion to continue, and if so, in what form he
added.

CHAIR COGH LL asked the sponsor to cone back before the
conmmittee to reiterate the anendnents and give any response he
wi shed to what had been said.

Number 2390

M5. RUDI NGER spoke up to tell the Chair that she was still
waiting to testify by tel econference.

CHAIR COGHI LL said this is third tinme she had cone before the
comittee. "You dunped a pretty good load of material on our
desk a couple of mnutes before the neeting, and we're trying to
address at least two of those," he said. He expl ained that he
was going to put her witten testinony and suggestions for
amendnents in the record, and that nost of the issues she raised
were going to be discussed in the House Judiciary Standing
Conmittee.

Number 2322
REPRESENTATI VE DYSON said all of the issues M. Rudinger is
raising are substantial and worthy of discussion, "and ny
commtnment is we wll do that, and very thoroughly, in
Judiciary."

REPRESENTATI VE DYSON said he would prefer to nove the bil
al ong, suggesting that the commttee nmake the one anmendnent M.
Rudi nger had suggested on which all agree, "that is to insert
the word 'substantial® in front of 'burden' everywhere it
appears. "

Nunber 2258
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REPRESENTATI VE DYSON said as he understands it, HB 195 is "only
protecting that which has been the common practice since 1960

and restoring that in statute.” He said he was delighted
with M. Royce's testinony that the [Alaska] Suprene Court has
been applying these kinds of standards. He noted that another
Suprenme Court m ght not have the sane attitude. He went on to
say that he was disappointed to have the adm nistration weigh in
agai nst HB 195. "Nothing will change,” he enphasized, "and to
nove away from the 'least restrictive' is, | think, a startling
posi tion. Governnment only ought to restrict freedom of speech
or freedom of religion in the least restrictive way that still
serves the governnent's conpelling interest."

CHAI R COGHI LL announced that it was beconm ng apparent that the
commttee was not going to get to HB 42, and apol ogi zed to those
wai ti ng.

Number 2095

CHAI R COGHI LL announced his intention to close testinony on HB
195. He noted the sponsor's suggestion to anend HB 195 by
addi ng the word "substantial".

Number 2029

REPRESENTATI VE DYSON pointed out that the word needs to go in
the title as well as on |line 19.

Nunber 2046

REPRESENTATI VE W LSON offered a conceptual anendnent [Anendnent
1] :

page 1, line 2, before "burden",
| nsert "substantial"

Page 2, line 19, before "burden",
| nsert "substantial™"

I nsert change t hroughout the bil
There being no objection. Anendnent 1 was adopt ed.
CHAI R COCGHI LL asked the will of the commttee on HB 195.

Nunber 2061
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REPRESENTATI VE JAMES noved to report HB 195, as anended, out of
commttee with individual recomendations and the acconpanying
fiscal notes. There being no objection, CSHB 195(STA) was noved
fromthe House State Affairs Standing Committee.

CHAI R COGHI LL announced that he was noving HB 200 to the bottom
of the cal endar.

HB 20 - AID TO MUNI ClI PALI TI ES AND OTHERS

Number 1902

CHAI R COGHI LL announced that the next order of business before
the commttee would be HOUSE BILL NO 20, "An Act relating to
state aid to municipalities and certain other recipients, and
for the village public safety officer program relating to
muni ci pal dividends; relating to the public safety foundation
program and providing for an effective date.™

REPRESENTATIVE CARL MOSES, Alaska State Legislature, cane
forward to testify as sponsor of HB 20. He explained that he
introduced the bill when it becane obvious that the |egislature
was drastically cutting revenue sharing over the past five
years, virtually cutting it to the bone.

REPRESENTATI VE MOSES said this would be a major step toward a
| ong-range fiscal plan, and would nmesh well wth other planned
conponents. It frees up approximately $50 million from the
general fund that could be wused for other things that the
| egi sl ature appears to be short funding in the current budget.
In repealing the Minicipal Assistance and Revenue Sharing
prograns, it elimnates one of the nobst contentious annual
fundi ng debat es. However, it retains the |egislative powers of
appropriation, providing an annual opportunity to review
specific allocations to police, educat i on, fire service,

energency nedi cal services, roads, and health facilities. "If |
had ny way, it would be just a flat, blank check and let them
decide on a local level [how to allocate the noney]," he said.

REPRESENTATI VE MOSES explained that HB 20 provides $150 per
capita per year [to municipalities and others] that could offset
| ocal property taxes by providing essential |ocal services. The
| ong-terminpact on the PFD is negligible [as the noney is drawn
from the excess earning of the Permanent Fund after funding
per manent fund di vidends and inflation-proofing].

Number 1777
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REPRESENTATI VE MOSES said that over the past five years, the
| egi sl ature has, in effect, inposed an indirect tax on
constituents. The noney has to cone from soneplace, he noted.
"When we cut revenue sharing, they have to cone up with sone
sort of taxes to replace that revenue. That's why | say we
indirectly inpose taxes."

Nunber 1741

REPRESENTATI VE MOSES said HB 20 al so hel ps protect the permanent
fund from Internal Revenue Service taxation, strengthening the
permanent fund's public purpose objective by directly supporting
| ocal education and public safety. "I maintain we're not out of
the woodwork yet as far as the fund being taxed by IRS " he
said. "I think that's just a matter of tine if we continue just
[to] use it for dividends to individuals. | think it's long
past due that we start using it for sonme public purpose, and
this to ne is an ideal nmethod to do it."

Nunber 1702

CHAIR COGHILL asked if the same bill had not cone before the
commttee | ast year

REPRESENTATI VE MOSES replied, "It certainly did, M. Chairmn."
Nunmber 1668

REPRESENTATI VE STEVENS asked about the fiscal note. The one he
had before himsaid zero.

REPRESENTATI VE MOSES said HB 20 would take approximtely $90
mllion fromthe surplus earnings of the permanent fund.

TIM BEN NTENDI, Staff to Representative Mses, Alaska State
Legislature, cane forward to testify. He explained that the
Department of Comunity and Economic Devel opnent and the
Per manent Fund Corporation both had submtted zero fiscal notes
because they think they can absorb whatever admnistrative
actions would be required within their existing prograns.

Nunmber 1630

REPRESENTATI VE JAMES commented that with the |egislature
| ooki ng at a | ong-term plan to meet t he financi al
responsibilities of the state, "I have made a pact ... that | am
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not going to interfere with that." She said she thinks a |ong-
term plan is going to require changing the way the current
dividend is calculated. "W do have to use sone of the earnings
of the permanent fund," she said. "W do have to have sone
taxes -- fair, equitable, and broad-based. This particul ar
...[approach] wll protect and keep a dividend of sone
description over the long period. This does not interfere, in
ny perspective, with any long-term plan that we mght do." She
said she woul d support HB 20.

Number 1549

REPRESENTATI VE MOSES agreed whol eheartedly. "W could very well
be faced with a billion-dollar deficit in the year 2003," he

said, "and it is, | think, very inportant that we get off our
duff and do sonething about a |ong-range plan. This wll be
just one conponent of it, and it will go a long way toward

closing that gap..."
Nunmber 1507

REPRESENTATI VE CRAWORD asked why Section 7 gives specific
dol | ar amounts, such as $20 per person for police protection and
$15 per person for Village Public Safety Oficers (VPSGCs). It
seened to him that over the years, inflation would eat up those
anmount s.

Nunmber 1475

MR. BENI NTENDI expl ained that the breakdown had been picked up
fromthe old Public Safety Foundation program He said he did
not know if the nunbers had been adjusted for the re-
i ntroduction of HB 20, "but | know those figures were generated
to be a supplenental assistance, not to bankroll an entire
police force or an entire VPSO operation."

REPRESENTATI VE CRAWORD said he was prinmarily concerned about
the effect of inflation over tine.

MR. BENI NTENDI explained that the nmechanism for changing the
nunbers would be the |egislative power of appropriation, which
the bill retains. Annual ly, or as often as it chose to do so,
the legislature could look at the inflation factor and adjust
t he nunbers, he said.

Nunber 1406
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REPRESENTATI VE W LSON asked if the nunbers in Section 7 take
popul ation into account.

MR. BENINTENDI said it is based on community population and
comunity need. For exanple, sone comunities need the VPSGCs
because they don't have police departnents, and vice versa. The
noney is nmeant to supplenment existing services. He deferred to
t he Al aska Minici pal League to provide the history on that.

Nunber 1340

REPRESENTATI VE W LSON asked if an unincorporated community gets
$10, 000, and the amount of noney is based on the nunber of
people, "does that work out that they're going to have enough
noney to spread it around?”

MR. BENI NTENDI explained that the forrmula would apply only to
muni ci palities. The wunincorporated comunities would each get
$10,000 to allocate as they wi shed.

CHAIR COGHI LL said he did not intend to nove HB 20 today, but
would like Representative Mses to cone back for further
guestions before the commttee discussed tapping into the
per manent fund earni ngs.

Nunber 1228

REPRESENTATI VE JAMES volunteered to help in responding to
Representative WIson's concern. "The formula applies and then
if it is less than $10,000, they get $10,000 anyway," she
expl ai ned. " Those who qualify for nore than $10,000 get the

anount determ ned by the formula.
Nunber 1201

CHAIR COGHILL said the conmittee is going to be asking what HB
20 would do with regard to the spending gap. Are we increasing
it? Are we decreasing it? He asked for an overall picture.

REPRESENTATI VE MOSES replied, "It would enable us to take $50
mllion off [the] budget, approxinmately."

CHAIR COGHI LL asked, "About $50 mllion? That would be the
Muni ci pal G ant?"

REPRESENTATI VE MOSES clarified, "Wiat's left of [the] Revenue
Shari ng Municipal grant, etc.”
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CHAI R COCHI LL asked, "And it would be about $50 million a year?"

REPRESENTATI VE MOSES affirned, "Yes."

Nunber 1121

JIM KELLY, Director of Communications, Al aska Permanent Fund
Corporation, cane forward to testify. He referred to a
financial analysis the corporation had given the commttee on
the inpacts of HB 20. "As testified by Representative Moses,
the di m nishnent of the [permanent fund] dividend is relatively
smal |, amounting to sonething Iike $200 to $250 over ten years,"
he said. "As an exanple of how small that is, the market itself
seens to be taking away about a third of that anpbunt of nobney in
a single year." He conti nued: "It does produce sonething on
the order of $80 [million] to $90 nillion for the nunicipal
dividend at the rate that is witten into the bill right now"
Number 1050

REPRESENTATI VE CRAWFORD asked M. Kelly to explain the effect of
going to the "market val ue approach” he had tal ked about [in the
fi nanci al anal ysi s].

MR. KELLY expl ai ned:

The point of that proposal is to ensure that the
per manent fund IS pr ot ect ed agai nst inflation
per manent|y. That is acconplished by ensuring that

you don't pay out any nore from the permanent fund
than the real incone, that is, the inconme that is
generated in excess of what's needed to be retained to
of fset inflation. W estimate that that's in the
range of $175 [mllion] to $300 nmillion a year

over the next ten years. At these levels, that's well
wthin that range, so this would not affect the
ability of the fund to be protected against inflation,
and it is noney that the fund could generate w thout
any difficulty.

Nunber 0967
CHAIR COGHI LL observed, "It says here that this would be $150

per dividend recipient. And we would have to figure out people
noving in and out of [a] community. Do you anticipate from your
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perspective any trouble tracking that or would that be from the
muni cipality giving you that information?

MR, KELLY replied, "To us it would be a sinple fornula, just
like the dividend formula.” He said the Permanent Fund
Corporation would wite one check a year [for the total anount
of the nunicipal dividend], just as it does now for the
per manent fund dividend, and others would figure out how nuch of
it goes to each comunity.

CHAIR COGHI LL said it would be up to Representative Mses to
make sure that is outlined in HB 20.

REPRESENTATI VE W LSON asked, "...so in other words, you mght go
by the census figures or sonething...?"

Number 0884

MR. BENI NTENDI said that there are two things at play. He
expl ai ned:

To determ ne the pool of noney that the nunicipalities
could access, you take ... the nunber of dividend
recipients from the previous year and nultiply that
times $150, and then that's the amount of noney drawn
out of the earnings reserve and put in what would be a

muni cipal dividend fund over in ... Conmmerce and
Econom ¢ Devel opnent. The communities would draw from
that pool of noney based on population figures.
Generally, the US. Census [figures]... would be the

figures used, "because in a lot of cases, you have
communities where there are nore people than there are
di vi dend reci pients. So the fornula is applied to
those five or so ... services that we support ... by
mul tiplying the population of the community tinmes the
$20 a head for police services or whatever it mght

be. ... And that is spelled out in Section 11 of the

bill.
Nunber 0784
REPRESENTATI VE STEVENS said he thinks that currently, or at
|l east until recently, all of the smaller comunities were
receiving up to $25,000 a year from revenue sharing, so the
anount provided by HB 20 would be a substantial reduction. " Am

| understanding this right, that you would do away wth revenue
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sharing, and so, in fact, we are reducing the smaller
communi ties from $25,000 to $10, 000...?" he asked.

MR. BENI NTENDI replied, "For the unincorporated communities, the
draw is $10,000, and that's what they get now For small
municipalities, there is a mnimum set at $25,000; and,
actually, that ~could be $45,000 depending on what their
particul ar requirenents under the formula would be."

REPRESENTATI VE STEVENS said he knows that smaller comunities
that are incorporated are totally dependent upon revenue sharing
funds to run their nunicipalities.

MR. BENI NTENDI said it was one of the sponsor's hopes that this
bill m ght encourage sone incorporation.

Nunmber 0686

CHAI R COGHI LL announced that he was not closing public testinony
on HB 20, but wished to allow tine that day for the presentation
of HB 17.

REPRESENTATI VE JAMES asked his intentions regardi ng HB 200.

CHAIR COGHI LL said he had prepared a CS for HB 200 that he was
going to offer that "took the flag-raising out of it," which he
t hought was going to require time to discuss. He said he
intended to take up HB 200 at a subsequent neeting. [HB 200 was
not heard. ]

Nunmber 0550

KEVIN RITCH E, Executive Director, Alaska Minicipal League
(AML), thanked Representatives Mdses and Janmes for their work on
HB 20, which would create long-term stability for revenue
shari ng. He said AML thinks HB 20 is a good part of a |ong-
range fiscal plan and al so a good stand-al one program

MR RITCH E said the individual tax benefits that people receive
from this program are substantial and the inpact on the
permanent fund dividend is much less than the amount of tax

relief provided to the state's comrunities. He said it anmounts
to an average of $150 of tax relief for every man, wonan, and
child in the state. That will have a big, long-term inpact in

terms of stabilizing state and | ocal taxes, he said.

Number 0550
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MR RITCH E said he thinks that under HB 20, the unincorporated
communities would go from receiving $3,707 to "$10,000 plus."
He explained that because public safety is so inportant, if
there is an enmergency nedical technician (EMI) or a fire
organi zation that's operating within a Bush comunity, even if
that comunity is not a nmunicipality, it would get the sane
support as a departnent in a municipality.

MR. RITCH E explained that the specific allocations, such as the
$20 for fire protection, were the way the program was set up
until about 17 years ago. "When the oil nobney cane in, people
said, 'Well, that $20 or $10 for police; we don't really need to
do that. W'Il just trust you. Here's a big chunk of noney,'"
he said. "And then after that, alnost every single year, it
[the amount appropriated for revenue sharing] got cut, and the
reason was because it's a big pot of noney and the public really
couldn't identify what it was for. The legislature can't really
identify what it's for [except that] it's used in various ways
in municipalities." He said he agreed with Representative Mses
that it would be nice to give each community a lunp sum to be
| ocal |y apportioned anong the eligible services. But he thinks
that is why revenue sharing has been getting cut. "That's why
the public doesn't really know how this noney's being spent and
can't identify with it," he said. Re-establishing the specific
dollar ampunts gives the public a direct accounting, so the
citizen is aware that, "Yes, I'm giving up a little bit of ny
permanent fund dividend ..., but |'m getting $150 worth of tax-
free services for ny community,” and AM. thinks the public wll
think that's a very good thing.

Nunber 0143

CHAIR COGHI LL said it was a good point about the tax relief and
the cunulative effect this would have. He then asked
Representative Mises to bring back to the conmttee the figures
for the various services and how they had been established. He
also wanted the conmttee to discuss whether the allocation of
that nmoney should be totally discretionary or "lined out,”™ and
said the larger policy issue to be considered is whether the
earnings reserve of the permanent fund should be tapped. [HB 20
was heard and hel d. ]

TAPE 01-37, SIDE A

CHAIR COGHILL said he is reluctant to go into the earnings
reserve, but he thinks it is a valuabl e discussion to have.
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HB 17 - CAPITAL PROJ/ DI STRIB. OF PERM FUND I NC

Nunmber 0136

CHAI R COGHI LL announced that the next order of business before
the commttee would be HOUSE BILL NO 17, "An Act relating to
the capital projects fund, to distribution of noney in the
earnings reserve account of the Al aska permanent fund to the
capital projects fund and to the dividend fund at the end of
fiscal year 2001, and to increasing the amount of permanent fund
di vidends for calendar year 2001; and providing for an effective
date. ™

Nunber 0187

REPRESENTATIVE JIM WH TAKER, Al aska State Legislature, cane
forward to testify as sponsor of HB 17. He said he had a very
brief presentation to nake, but that it would take up the
remaining mnutes  of the commttee's neeting tine and
significantly limt discussion.

CHAIR COGHI LL suggested not noving the bill today, but sinply
starting with the presentation.

REPRESENTATI VE WHI TAKER attenpted to begin the presentation, but
found that equi pment had been unpl ugged.

CHAI R COGHI LL declared a brief at-ease at 9:47 a.m The neeting
was call ed back to order at 9:48.

Nunber 0416

REPRESENTATI VE WHI TAKER gave an audi o-visual presentation of HB
17. He narrated:

House Bill 17. This is what it does. It builds
Al aska's future through infrastructure devel opnent and
econoni ¢ grow h. We ask, of course, the question,
"Why is HB 17 necessary, or a bill simlar to HB 17?"
and the reasons are very straightforward. Al aska's
infrastructure and capital needs are significant and
they are not being net and Alaska's econony is not
gr ow ng. It is, in fact, shrinking. W have the
dubi ous honor of having the fastest-shrinking econony
anongst the 50 states.
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Even though our state's constitution (IS very
straightforward, Article 9, Section 16, requires an

appropriation limt. It also requires a spending
quota if you wll for capital spending. Wthin

this imt, at least one-third shall be reserved for
capital projects and |oan appropriations. In 1981,
the people of the State of Al aska anended the
Constitution with that amendnent. In 1983, before it
went into effect, an attorney general's opinion

trunped the Alaska State Constitution. So while we
have the mandate to spend for capital, we don't do it,
and shane on us! W should be better than that, and
that particular attorney general's opinion should be
chal | enged. HB 17 begins to correct the situation.
This is how it works.

Number 0559
REPRESENTATI VE WHI TAKER cont i nued:
At any tinme that we talk about the permanent fund,

we've got to be very clear about what we're doing. HB
17 does not affect the inflation-proofing nechanism

as it currently exists. It does not affect the manner
in which dividends are paid out, as it «currently
exists. It does not spend the corpus of the pernmanent
fund nor does it spend the corpus of the reserve
account .
Number 0593

What it does is this. It utilizes the earnings from
the earnings reserve account. These, by the way, are

Per manent Fund Corporation nunbers, updated yesterday.
So what we are talking about is utilizing $423 mllion

as the earnings of the earnings reserve account. And
we divide that in half. Half for a capital projects
fund, half as a supplenment to the dividend. First

thing, the capital projects fund: An additional $211
mllion, FY 02, wthout |everage. You can read that
as well as | can. That's a | ot of noney. You wite
the check and you take care of the state's needs, or,
again you can read that as well as | can, and that's
not just the request for FY 02.

Nunmber 0668
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That's the entire request for deferred nmai ntenance and
capital needs for the wuniversity. ... These are
capital projects from around the state that have been
request ed. W sinply do not have the funding
necessary to neet these needs. O particular interest
are the last four projects on the |list. There's
enough noney to pay for all the proposed inprovenents
on the Parks H ghway, the R chardson H ghway, the
Denali H ghway, the denn H ghway, and the Kl ondike

Hi ghway in addition to those above. And after all
that, there ... J[are] still significant anmounts of
noney | eft.

Number 0741

REPRESENTATI VE WHI TAKER cont i nued:

Another way of Jlooking at it: If we're going to
| everage it, and certainly I'm not an expert on
| everagi ng, but we do have those in the state who are,
and so we can put sone exanples out. Putting $55
mllion toward a federal ten-to-one match, obviously
we can do the arithnmetic and that's $605 mllion.
$130 nmillion toward a fifty-fifty match. You can do
the arithnmetic as well as | can.

Number 0770

And so add it all up, and | think it's safe to say
that we can conservatively approach $900 million for
infrastructure developnent in FY 02 as a result of a
pi ece of |legislation such as HB 17. You can see it.
That's the nunber. A lot of noney, and we need it.
Capital investnent FY 02. That's half the program

Nunmber 0896
REPRESENTATI VE WH TAKER cont i nued:

And now the other half of the program -- grow ng our
econony and why it's necessary. As | nentioned
earlier, over the last ten years, while the rest of
the nation has significantly increased, our econony
has significantly decreased. |In fact we're one of two
states that has decreased, Wom ng being the other.
We have decreased 11 percent; Wom ng has decreased 1
percent .
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[ Audi o: "Houston, we have a problem Houston, we have
a problem"]

Ch, ny! And we do have a problem If we were
average, as conpared to the other states, our growh
rate would be the pink line. We're not. The bottom
line is Alaska's gross state product. And if we |ook
only at Alaska from 1990 through FY 02, you can see
that is our growmh chart. By providing for capital

funding and a supplenent to the dividend or a
muni ci pal dividend, we can grow Al aska's econony
substantial | y.

Number 0888
That's what HB 17 does. So we have a choice. That
growh curve or that growh curve. And nore
succinctly, that is the effect that HB 17 will have on

Al aska' s econony.
Nunber 0913
REPRESENTATI VE WHI TAKER cont i nued:

And now let's talk about the effect on the dividend.
An extra $211 mllion to pay out in dividends. And
let's take a look at what has been paid out in the
past. Last vyear, this year, projected 02, and a
suppl enent of $360 to every man, wonan, and child in
the state. Now let's be very clear about what happens
to future dividends. s there an effect? O course
there is. There is no free lunch, and | don't need to
guote any nore clichés. But certainly there's a cost,
and this is what the cost is.

Nunber 0962

Putting it graphically as you can see, ... actually
it's [in] FY 01 that we'll pay out. It is FY 02 that
this bill takes effect. That's an odd sort of
ci rcunst ances, but nonetheless, it is correct. You
can see the supplenent to the dividend paid out in FY
01 and you can see that the effect is mniml until FY
05, and then you begin to feel an effect on future
di vi dends.
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Nunmber 0997

So there is no free lunch, and | want to be very clear
on that. And if we continue it for seven years as a
suppl ement -- by the way, | point that out because HB
17 is a one-year bill. It sunsets in FY 03. But if
it were continued, if future legislatures nade the
determ nation that they wanted to continue a program
of this nature, that would be the effect on future
di vi dends.

Nunber 1026
REPRESENTATI VE WH TAKER conti nued:

You can see that by FY 11, there is still a gain to
the dividend. W reach a point of dimnishing return
sonmewhere in the range of 15 to 16 years out. \Wat we
have in the neantinme, though, is substantial economc
growt h and substantial infrastructure devel opnent.

Nunmber 1046

OK, and we can do this with no effect to the pernanent
fund corpus. Qoviously, we've all cone through the

Septenber of '99 vote. W know the questions that
are rai sed about the permanent fund and the corpus and
all of that, and so we need [to] be very, very clear.
There is no effect on the permanent fund corpus. It
is zero. W show that graphically and the reason is

very sinple. W only utilize the earnings of the
earni ngs reserve account. W do not touch the corpus
of the permanent fund nor do we touch the corpus of
the earnings reserve account. So HB 17: It adds $900
mllion in capital appropriation. If we put an
econonmc growh factor on that of 1.725, you can see
that's a billion and a half dollars that our econony
gr ows.

Nunber 1114

Then we utilize t he per manent fund di vi dend
suppl enent . You can see there's another half a
billion of economic growmh, so over $2 billion of
economic growmh results from this bill. And let ne
say it again, it |eaves the pernmanent fund corpus
unt ouched.
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Number 1131
REPRESENTATI VE VWH TAKER conti nued:

But if you don't like that, roll it back and let's
take a look at another option. By the way, this
option is not in the bill. It would require an
anendnent . It takes just a second and | think we are
going to make it in tinme, M. Chairman. How about
this approach. The rmuni ci pal dividend. Ever yt hi ng
stays the sane except the lower right hand corner.
Rat her than a supplenent to the dividend, we provide a

muni ci pal di vi dend. And this is what it does around
the state. I know you all caught that, so let's just
| ook at five municipalities around the state:
Anchorage would receive $84 nillion, Fai rbanks $26
mllion, Kenai $16 mllion, Mat-Su $19 mllion,
Juneau, $10 mllion. Those are per capita bases.
Nunmber 1186

So, agai n: Option 2. It still builds the
i nfrastructure. W don't touch that portion of it,
and it grows Alaska' s econony. It still puts
significant anmounts of revenue into our econony, which
is very, very inportant. W have a shrinking econony
and we nust stop that. And once again, it |eaves the

per manent fund corpus untouched.

Nunber 1210
So one nore tine, this is what it does. [ Series of
vi sual s] And [it] doesn't nmess with the pernmanent
fund. Two billion dollars of economc growh, and
doesn't nmess with the permanent fund. That's what it
does.... That's HB 17.

Number 1253

CHAI R COGHI LL commented that the presentation was very well done
and explained the bill. He said he would bring up HB 17 at the
commttee's next scheduled neeting, following HB 200, which is
going to be at the top of the list. [HB 17 was heard and hel d.]

Nunber 1296
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ADJ OQURNMVENT

There being no further business before the commttee, the House
State Affairs Standing Conmttee neeting was adjourned at 10:00
a.m
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