M NUTES
SENATE FI NANCE COWM TTEE
May 03, 2001
6: 56 PM

TAPES

SFC-01 # 93, Side A
SFC 01 # 93, Side B

CALL TO ORDER

Co-Chair Pete Kelly re-convened the neeting at approximately 6:56
PM

PRESENT

Senat or Dave Donl ey, Co-Chair
Senat or Pete Kelly, Co-Chair
Senator Loren Leman

Senat or Lyda G een

Senator Gary W/ ken

Senat or Lyman Hof f man

Senat or Donny d son

Senat or Ward

Al so Attending: REPRESENTATI VE JCE HAYES; CHRI'S CHRI STENSEN,
Deputy Admnistrative Director, Al aska Court System ROBERT
BUTTCANE, Legislative and Adm nistrative Liaison, Division of
Juveni l e Justice, Departnent of Health and Social Services; CANDACE
BRONER, Program Coordi nator, Ofice of the Comm ssioner, Departnent
of Corrections; AV GRCSS, Attorney representing the North Sl ope
Bor ough;

Attending via Tel econference: From Anchorage: BOB LCEFFLER,
Director, Dvision of Mning, Land and Water, Departnment of Natural
Resour ces;

SUMVARY | NFORMATI ON

HB 101- CHARTER SCHOOLS
The bill noved from Comm ttee.

SB 161- NO PAY FOR JUDGES UNTI L DECI SI ON
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The Committee adopted a commttee substitute and heard from the
Al aska Court System The bill noved from Conmittee.

SB 139- STATE WATER USE

The Committee heard from the Departnent of Natural Resources. A
comm ttee substitute was adopted and anended with two anmendnents.
The fiscal note was anended and the bill noved from Conmittee.

SB 169- HATE CRI MES: AUTOVATI C WAl VER OF M NORS

The Commttee heard from the Departnent of Health and Soci al
Services and the Departnent of Corrections. A commttee substitute
was anmended and adopted and the bill noved from Conmittee.

SB 186- MUNI CI PAL TAX: PI PELI NE PROP/ G O BOND DEBT

The Conmttee heard fromthe sponsor and the North Sl ope Borough. A
commttee substitute was adopted and the bill was held in
Committee.

HB 32-SEX CRI ME AND PORNOGRAPHY FORFEI TURES

The Committee heard from the sponsor and the bill was held in
Commi ttee.

#HB101

SENATE CS FOR CS FOR HOUSE BILL NO 101( HES)
"An Act relating to charter schools; and providing for an
effective date."

This was the second hearing for this bill in the Senate Finance
Commi ttee.

Co-Chair Donley stated that after conducting an investigation, he
was prepared to support this |egislation.

Co-Chair Donley offered a notion to nove SCS CS HB 101 (HES) from
Committee with tw acconpanying fiscal notes, one from the
Department of Education and Early Developnent, Teaching and
Learni ng Support for $1,425,000 and another fromthe Departnment of
Education and Early Devel opnent, K-12 Support for $609, 800.

There was no objection and the bill MOVED from Committee.

#SB161
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CS FOR SENATE BILL NO 161(JUD)

"An Act relating to the withholding of salary of justices,
judges, and mmgistrates; relating to pronpt decisions by
justices, judges, and magistrates; and relating to judicial
retention elections for judicial officers; and providing for
an effective date."

This was the second hearing for this bill in the Senate Finance
Commi ttee.

Co- Chair Donl ey noved to adopt CS SB 161, 22-LS0009\ X as a working
draft.

Wt hout objection it was ADOPTED.

Co-Chair Donley stated that he has been working with Chris
Christensen fromthe Al aska Court Systemto develop this commttee
substitute, which would inprove the |anguage in existing statute
regarding the six-nonth requirenent for judicial decisions wthout
expanding it to apply to the appellate level. He explained the
comm ttee substitute adopts a state policy indicating the State of
Al aska expects nost trial court, and a najority of appellate court
decisions to be rendered within six nonths follow ng oral argunents
of the case. He noted these goals are consistent with goals
announced by Chief Justice Dana Fabe.

Co- Chair Donley al so pointed out the commttee substitute provides
in statute, that the nunber of times a trial court justice has had
salary wthheld due to outstanding cases beyond the six-nonth
deadl i ne woul d appear in the Oficial Election Panphlet (CEP) for
voter consideration when that judge's termis up for retention.

Co-Chair Donley continued the commttee substitute stipulates that
8a report would be issued to the legislature listing the nunber of
pending judicial matters that have surpassed the deadline. He
stated this ensures that judges' salary warrant information is
provided to the public and to organi zati ons such as the Judici al
Council, which he said has not always occurred. He explained the
inability for interested parties to obtain this information was due
to a decision made in the Departnment of Admi nistration regarding
confidential personnel information.

CHRI' S CHRI STENSEN, Deputy Adm nistrative Director, Alaska Court
System relayed the Chief Justice's appreciation of Co-Chair Donley
for listening to the court systemconcerns and for his efforts to
address those concerns on this matter.
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M. Christensen stated the comrittee substitute, "does elimnate
all the problens, which we discussed at the | ast neeting regarding
the danger to the six nonth rule.” He remarked that the intent
| anguage i s a "reasonabl e expression of the |egislature' s w shes,
given that it is the funding authority.” He assured efforts are
made to acconplish the tinely resolution of cases and the court
adm ni stration shares the legislature's interest in continuing the
process.

Co-Chair Donley offered a notion to nove fromCommttee CS SB 161,
22-LS0009\ X with new zero fiscal note fromthe A aska Court System

Senat or Hof f man asked if M. Christensen had any opposition to the
comm ttee substitute.

M. Christensen asserted he did not oppose the commttee
substitute.

Wt hout objection the bill MOED from Committee.
#SB139

CS FOR SENATE BILL NO 139(RES)

"An Act relating to fees for certain uses of state water and
to the accounting and appropriation of those fees; relating to
aut hori zations for the tenporary use of state water; naking
ot her anendnents to the Al aska Water Use Act; and providing
for an effective date."

This was the second hearing for this bill in the Senate Finance
Commi ttee.

AT EASE 7:03 PM/ 7:04 PM

Senat or Leman noved to adopt CS SB 139, 22-GS1087\P as a working
draft.

The conmi ttee substitute was ADOPTED wi t hout objection.

Amendrent #1: This anendnment makes the follow ng changes to the
comm ttee substitute.

Page 3, lines 23- 27:
Delete all material.
Insert a new bill section to read:
Sec. 4. AS 46.15.020(b) is anended to read:
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(b) The conmm ssioner shal

(1) adopt procedural and substantive regulations to
carry out the provisions of this chapter, taking into
consideration the responsibilities of the Departnent of
Envi ronmental Conservati on under AS 46.03 and the Depart nent
of Fish and Ganme under AS 16;

(2) keep a public record of all applications for
permts and certificates and other docunents filed in the
comm ssioner’s office; and shall record all permts and
certificates and anendnents and orders affecting them and
shall index themin accordance with the source of the water
and the nane of the applicant or appropriator;

(3) cooperate with, assist, advise, and coordinate
plans with the federal, state, and | ocal agencies, including
|l ocal soil and water conservation districts, in matters
relating to the appropriation, use, conservation, quality,
di sposal, or control of waters and activities related thereto;

(4) prescribe fees or service charges for any public
service rendered consistent with AS 37.10.050 - 37.10.058,
except that the departnment may charge under regulations
adopt ed by the departnment an annual $50 adm nistrative service
fee to maintain the water mana2enent program (5) before
February 1 of each year, prepare a report describing the
activities of the conmm ssioner wunder AS 46.15.035 and
46. 15. 037; the comm ssioner shall notify the | egislature that
the report is available; the report nust include

(A information on the nunber of
applications and appropriations for the renoval of
wat er from one hydrological unit to another that were
requested and that were granted and on the anounts of
wat er invol ved,

(B) information on the nunber and | ocation
of sales of water conducted by the comm ssioner and
on the vol une of water sol d;

(© recomendations of the comm ssioner for
changes in state water |aw, and

(D) a description of state revenue and
expenses related to activities under AS 46.15.035 and
46. 15. 037.”

Senator Green noved for adoption and referenced earlier discussion
regarding water rights and the involved parties in the state. She
shared that in communities with a large agricultural presence, the
| ocal soil and water conservation districts are involved in the
process. The intent of this anendnent, she explained, is to ensure
their remaining invol venent.

AT EASE 7:06 PM/ 7:07 PM
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Senator Leman detailed the four changes made in the conmttee
substitute. The first, he said, is a technical change of "relating"
to "related” in the Section 2 title, "FIND NGS, PQLICY, AND PURPCSE
RELATED TO AUTHORI ZATI ONS FOR CERTAIN TERMPORARY USES OF STATE
WATER. " on page 2, line 21. He infornmed that |anguage del eted from
page 4, following line 7, and on line 21, allowed the conm ssi oner
to extend authorization for tenporary use of water for an
additional five years. He noted this provision was renoved in
response to concerns raised by Senator W ken during the previous
hearing. He concluded with the replacenent of "public health” with
"human health” on line 25. This, he said, is to nmake the
term nology consistent with that used by the United States
Envi ronnmental Protection Agency flood page, as well as the National
Institute of Health. He clarified that public health relates to
epi dem ol ogy and di seases whereas hunman health is related to the
effects of human activities and is nore appropriate for this
| egi sl ati on.

Senat or Green expl ai ned that Anendnent #1 replaces certain | anguage
from a previous conmttee substitute, 22-GS1087\J, which the
Comm ttee did not adopt, and provides that the conm ssioner shal
adopt procedural and substantive regulations to carry out the
provisions in the | egislation.

Senator Green stated that additional |anguage was recommended by
the bill drafter that requires the Departnent of Environnental
Conservation to submt an annual report to the |egislature. She was
unsure how this relates to the current Version "P".

BOB LCEFFLER, Director, Division of Mning, Land and Witer,
Department of Natural Resources, testified via tel econference from
Anchorage to the anendnent. He stated the proposed |anguage is
accept abl e.

There was no objection and the anendnment was ADOPTED.

Anendnent #2: This anendnent inserts |anguage into Section 1 (c) on
page 2, line 17 of the commttee substitute. The anended subsecti on
reads as foll ows.

(c) It is the policy of the legislature that the
Departnent of Natural Resources mnim ze:
(1) the required costs, including application fees,
on individuals and businesses wthdrawing l|less than a
significant anmount of water;
(2) consider providing a partial fee reduction for
water rights holders and applicants who have approved
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irrigation managenent plans.
Senat or Green noved for adoption.
Co-Chair Kelly objected for the purpose of discussion.

Senator Green noted this anmendnent was al so prepared to the Version
J commttee substitute. She read the inserted | anguage of Section 1
(c)(2) and expl ai ned approval of irrigation nmanagenent plans is the
current practice in the soil and water conservation districts, and
this provision allows the districts to obtain for credit for the
wor k al ready conpl et ed.

M. Loeffler commented there are a nunber of industries in addition
to agricultural activities that conserve water in a variety of
ways. He did not oppose the anmendnent.

Co-Chair Kelly renoved his objection and the amendnment was ADOPTED
wi t hout further objection.

Senator Geen offered a notion to report the commttee substitute
as anended from Committee.

Co- Chair Donley noved to anmend the notion in order to anmend the
fiscal note.

Wt hout objection, Senator G een WTHDREW her notion
Co- Chair Donley noved to anend the Departnent of Natural Resources
fiscal note dated April 12, 2001 to delete the addition of five
full-time positions in FY 02.
There was no objection and the fiscal note was AMENDED.
Senator Green again offered a notion to nove fromCommttee, CS SB
139, 22-GS1087\P, as anended, with forthcom ng zero fiscal note
fromthe Departnent of Natural Resources.
The bill MOVED from Commttee without objection
AT EASE 7:16 PM/ 7:17 PM
#SB169

SENATE BI LL NO. 169

"An Act relating to the nonapplicability of the delinquency

laws to certain mnors accused of certain crinmes against
persons directed at certain victins."
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This was the first hearing for this bill in the Senate Finance
Conmittee.

Co-Chair Donley testified this legislation would be an addition to
current statute requiring waiver to adult court for certain
juveniles over the age of 16 charged with commtting certain
of fenses. He referenced a list of these offenses. [Copy on file.]

Co-Chair Donley inforned that this bill adds Cass A m sdeneanor
and felony crines of violence against a person notivated by race,
sex, color, creed, physical or nental disabilities, ancestry or
national origin, to the list of juvenile offenses mandated to adult
court.

Co-Chair Donley noted adult court proceedings are open to the
public, whereas in a juvenile case, the public would be unable to
learn the ruling and subsequent punishnment. He added another
advantage to the legislation is that it "raises the |level of this"
and helps to deter "this kind of despicable activity in the future”
by denonstrating to woul d-be offenders that there are consequences
for this conduct.

ROBERT BUTTCANE, Legislative and Adm nistrative Liaison, D vision
of Juvenile Justice, Departnment of Health and Social Services,
agreed with the sponsor that there is a need to comunicate a
social value that "says hate crinmes are not acceptable in this
state." However, he testified that the departnent does not favor
the expansion to the list of automatic waiver crimes, especially
for offenses that would involve |owlevel felonies and m sdeneanor
of f enses.

M. Buttcane stated that the juvenile system would inpose "nore
strenuous significant sanctions” for those | ow | evel offenses then
what is currently inposed in the adult system He explained that a
young person commtting a m sdeneanor offense in the adult system
woul d nost |ikely receive a suspended jail sentence of only a few
days and perhaps a fine and comunity work service. On the
contrary, he stressed, young people who commit a crine of bias as
descri bed above, and who's case is handled in the juvenile court
system are required to participate in victiminpact activities,
cultural sensitivity and, in the past, have been required to
conplete a book report, wite an essay or otherw se |earn about
i ssues and chall enges facing the targeted mnority group. He added
that these offenders are required to conplete "a nunber of hours”
of community work service specifically on behalf of the people
of f ended.
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M. Buttcane continued that the juvenile systemis better equi pped
to deal with young of fenders who have commtted | owl evel felony
and m sdeneanor offenses, especially, he stressed, when the sane
crinmes woul d be addressed with Iess intensity in the adult system

M. Buttcane shared that the departnent recommends consi deration of
the duel sentencing provision enacted into law in 1998. He
suggested expanding this to add a prosecution phase to the public
with the option to allow the court to enter a delinquency
disposition and to direct the delingquency system to process the
juvenile. At the sane tinme, he elaborated, the court would
pronounce an adult sentence and if the juvenile failed to
successfully conpl ete a del i nquency process, the adult court could
inpose a crimnal sentence and the juvenile would be transferred to
t he Departnent of Corrections.

Co-Chair Kelly clarified that a Cass B felony, which is a crine
against a person, is currently contained in the duel sentencing
provi sion.

M. Buttcane affirmed, but noted this provision requires a prior
del i nquency adj udi cation before it could be inposed.

Co-Chair Kelly asked what is the difference between a Cass B
felony crime against a person and O ass A m sdeneanor crinme agai nst
a person.

M. Buttcane replied a Cass A m sdeneanor crinme against a person
woul d include an assault in the fourth degree, which could apply to
"a wi de range of behaviors, by words or conduct, placing another
person in fear, or causing physical injury not of a serious
nature." He gave exanples as "bloodying sonebody's nose and
bruising their arm"”

M. Buttcane defined a Cass B felony as possibly a sexual assault
in the second degree. He noted there were few Class B felony
char ges.

Co-Chair Kelly expressed concern that a fourth-degree assault
charge "can be pretty neaningless.” He asked for an expanded
definition of Class A m sdeneanor crinmes agai nst a person.

M. Buttcane understood the intent of the legislation is to apply
to the offense that is included in the automatic wai ver provision.

Co-Chair Kelly asked if theoretically, a 16-year old could be
mandated to adult court because "he scared anot her 16-year old."
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M. Buttcane affirmed and noted, "It is conceivable this would neet
the conditions." However, he stressed the difficulty is whether a
prosecutor would take this type of case to court, and if not, the
juvenil e system has no jurisdiction over the matter.

M. Buttcane continued listing crimes constituting a Cass B
felony, as intentionally causing physical injury to a person by
nmeans of a dangerous instrunent. He noted the distinction between
second and first-degree assault pertains to the seriousness of the
injury in that first-degree assault would involve "serious,
protracted, inpairment, life-threatening type injuries.” He defined
sexual assault in the second degree as sexual contact wthout
consent, sexual contact with a person who is nmentally incapable or
i ncapaci tated, or sexual contact with a person who has been
entrusted to the care of the offender by |aw.

Co-Chair Kelly remarked the legislation is directed at the recent
pai ntball attack in Anchorage that targeted Native Al askans. He
asked if these crinmes are second-degree assault.

M. Buttcane answered that all three perpetrators involved were
charged with three counts of assault in the fourth degree.

Co-Chair Kelly asked if these cases were formally adjusted or
handl ed t hrough adj udi cati on.

M. Buttcane answered that delingquency petitions were filed agai nst
the two juveniles involved and a crimnal conplaint was filed
agai nst the one adult.

Co-Chair Kelly asked the naxi num sentence the juveniles could
recei ve under the current system

M . Buttcane responded the perpetrators could be institutionalized
at the McLaughlin Youth Center for a period not to exceed two years
or until their 19'" birthday, or they coul d be placed on probation
for the same anmount of tinme. He pointed out that these offenders
could receive up to two-year sentences, which is an advant age of
the juvenil e system because regardl ess of the level of crine, the
del i nquency di sposition could be applied.

M . Buttcane shared that he has received an institutional order in
court for a young person who stole a pack of cigarettes, and that
juvenile spent two years at the MLaughlin facility. He qualified
there are many circunstances that |ead the court in reaching a
finding, which he noted in this case, denonstrated this youth
required a high level of isolation and security. He noted the
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circunstances in other cases could lead to a finding that the
of fender woul d not be institutionalized and instead be supervised
in the comunity. He restated there is wide latitude in the
juvenile sentencing system that extends beyond the particular
of fense to the various circunstances involved. He listed: response
to other treatnent efforts, behavior in school, response to
parental supervision, substance abuse, nental capacity and ot her
factors as contributing to the circunstances in a case.

M. Buttcane stressed that a two-year sentence is the maxi numthat
could be inposed in the paint ball attack cases, and that it is
unlikely the of fenders woul d be sentenced the full two years.

Co-Chair Kelly summarized the wtness's statenent that the
Adm ni stration does not support this bill

M. Buttcane agreed that the Adm nistration does not support any
increase to the list of automatic waivers, especially for |owl evel
crimes.

M. Buttcane commented that in the delinquency system of those
crines of hate or bias, sone are related to the perceived sexual
orientation of the victim He stressed that any expansion of
puni shnent guidelines for bias and hate crinmes that does not
include a provision for sexual orientation is inconplete. He
recognized this is not currently included in the sentencing
aggravator, or the Human Ri ghts Conm ssion purview.

Co-Chair Kelly asked if the wtness was saying that the
Adm ni stration woul d not support changes to the hate crine statutes
if sexual orientation were not included as a potential targeted
mnority group.

M. Buttcane responded that he is unprepared to speak on behal f of
the Adm nistration. However, he noted that other hate crine
| egi sl ation, HB 200 that was introduced by the governor, includes
hate crimes based on the sexual orientation of the victim

Co-Chair Kelly asked if the governor's proposed hate crine
| egi sl ati on contains a provision addressing juvenile offenders.

M. Buttcane answered it does and explains the |egislation requires
the juvenile convicted of a hate crinme to participate in sone type
of sensitivity training.

Senat or Ward asked if the Adm nistration would support SB 169 if
sexual orientation were added to the list of targeted mnorities.
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M. Buttcane reiterated that the departnent does not support any
increase in the automatic waiver to adult court especially for
| oner -1 evel felony or m sdeneanor crinmes. He also reiterated that
any hate crime legislation that does not include bias related to
percei ved or actual sexual orientation is considered inconplete.

Senator Ward opined that if Governor Knowl es does not support this
| egislation his actions are inconsistent with a statenent nade
during a press conference regarding the paint ball incident.

M. Buttcane specified that HB 200 provi des that juveniles charged
with commtting a hate crinme are not noved to adult court, but
remain in the juvenile delinquency system He noted this
| egi sl ati on inmposes mnimum nmandatory sentence requirenents and
community work service hours.

Senator Ward asked if the offense is therefore not treated as a
crimnal offense when commtted by a juvenile.

M. Buttcane corrected that the nmatter is treated as a crimnal act
but processed as a delinguency.

Co-Chair Kelly stated that Governor Know es has been consi stent
with regard to waiver of mnors to adult court.

Senator Ward remarked that he has heard in the nedia over the past
three weeks that the governor considers that "hate crinmes took a
special niche in the world." Senator Ward charged, "Now it comes
time to actually do somet hing about it and he says 'oh, no we can't

bother the darlings.' It's kind of interesting.”

Co-Chair Kelly comrented, "the governor is taking a horrible
incident and he's trying to get broad sweeping change that has
nothing to do with that incident.” Co-Chair Kelly remarked that it

is unfortunate that the Adm nistration has nmade sexual orientation
a part of this matter. He therefore supported Co-Chair Donley's
| egi sl ati on.

Co-Chair Donley asked if the paint ball incident would be
classified as a felony under current statute. He shared that when
he | earned of the attack, he surmsed the crine would be classified
as a Class C fel ony.

M. Buttcane responded that the D vision of Juvenile Justice has
wor ked closely with the Departnent of Law to inpose the highest
possi bl e charges in the paint ball incident, which was assault in
the fourth degree. He inforned that a paint ball gun does not
qgqual i fy as a dangerous instrument or weapon.

SFC-01 (12) 05/ 03/ 01



Co-Chair Kelly noted the sentence for conviction of assault in the
fourth degree could be up to two years in prison.

M. Buttcane affirned a juvenile offender convicted of assault in
the fourth degree could be sentenced to the MLaughlin Youth
Facility for up to two years. He qualified it is inproper for him
to nmake conjecture as to the outcone of this pending case, but nade
a general statenent that it is unlikely the offenders of these
types of crimes would be institutionalized. However, he stressed,
juveniles adjudicated in this type of crinme would probably be
pl aced on probation and woul d see a probation officer on a weekly
basi s, which would not occur in the adult crimnal justice system

Co-Chair Donley clarified the nost that the perpetrators in the
pai nt ball incident could be charged with is a Cass A m sdeneanor

AT EASE 7:40 PM/ 7:46 PM

Co- Chair Donley noved to anend and adopt CS SB 169, 22-LS0778\F.
The conceptual amendnent deletes, "or a class A m sdeneanor crine
agai nst a person,” in Section 1 (a)(4) on page 2, lines 18 and 19.
The anended | anguage reads as fol |l ows.

(4) that is a felony crinme against a person in which
the mnor is alleged to have directed the conduct constituting
the crinme at a victim because of that person's race, sex,
color, creed, physical or nental disability, ancestry, or
nati onal origin.

New Text Underl i ned

Wt hout objection the commttee substitute was AMENDED and ADOPTED

CANDACE BROVER, Program Coordinator, Ofice of the Conmm ssioner,
Departnment of Corrections, testified in opposition to the bill for
the sanme reasons voiced by M. Buttcane. She appreciated the
anendnent to renove m sdeneanors from the |ist of hate crines
wai ved to adult court, but thought the Class C felonies should be
renoved as well. She expressed that when considering whether to
wai ve a juvenile charged of a crinme to adult court; it nust be done
with "great care and caution.”™ She warned that conmtting juveniles
to adult court is a "slippery slope" because the adult systemis
not conduci ve to addressing the needs of juveniles. She trusted the
juvenile justice systemto "nmake these offenders accountable for
what they do and to intervene in their behaviors in a much nore
appropriate way then we can."
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Co-Chair Donley stated for the record that dual sentencing has not
been effective.

Senator G een repeated earlier conments she made in the Senate
Chanbers that she would not support any |egislation that contains
this |anguage. She voiced concerns that the way this bill is
constructed it would never include "soneone who attacked ny
grandchi l dren nor many of the children of everyone in this room™
She stated she found this bill places "a very strange |evel of
scrutiny” on determning whether a crinme is commtted out of bias
or hatred. She didn't know how this could conclusively be
determ ned "unl ess soneone is stupid enough to nake a filmof it"
as done by the perpetrators in the paint ball attack on Al askan
Natives. She asserted that if the "result of a crine is harm
damage, hurt, pain, suffering, etc., the result is the sane."”

Co-Chair Donley offered a notion to nove from Commttee, CS SB 169,
22-LS0778\F, as anmended with new i ndeterm nable fiscal note from
t he Departnent of Corrections.

The bill MOVED from Commttee wi thout objection
AT EASE 7:52 PM/ 7:53 PM
#SB186

SENATE BI LL NO. 186

"An Act establishing a |[imt on the general obligation debt
that may be authorized and i ssued by honme rule and general |aw
muni cipalities; and providing for an effective date.”

This was the first hearing for this bill in the Senate Finance
Conmittee.

Co-Chair Donley noved to adopt CS SB 186, 22-LS0851\C as a wor ki ng
draft.

There was no objection and the commttee substitute was ADOPTED.

Co-Chair Donley testified this bill would set limts on bonding
exposure to local governnents in Al aska by placing a $10, 000 per
resident ceiling on nunicipal general obligation bond debt. He
noted the bill also limts the ml| rate to one-percent for oil and
gas property tax for nunicipalities with a per capita assessed
val ue of property over $500, 000.

Co-Chair Donley stated this legislation is partially in response to
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the recent Bullock vs. State of Al aska, Al aska Suprene Court
decision. He noted this legislation would not inpact any existing
bonded debt and would only apply to additional debt incurred by a
| ocal governnent after the effective date.

Senator W/ ken asked why the bill has no fiscal note other then the
i ndeterm nabl e fiscal note and analysis submtted by the Departnent
of Revenue.

Co-Chair Donley surmsed there would be a fiscal inpact to the
state but that it would take several years before there was a naj or

i npact .

Senat or W1 ken suggested the Conmttee could issue a fiscal note
for the Departnment of Revenue to assist in consideration of the
bill.

SFC 01 # 93, Side B 07:56 PM

AVRUM CGROSS, Attorney representing the North Slope Borough,
testified to the 20 years he has represented the borough primarily
on this and related i ssues. He asserted this bill is ained at the
North Sl ope Borough (NSB) as a result of the Bull ock case and woul d
prohibit the borough fromissuing any bonds for the next ten to 11
years. He added that it would prohibit the borough fromrefinancing
exi sting bonds even if lower interest rates could be procured,
whi ch woul d save the borough noney.

M. Goss told the Commttee the bill contains |anguage in the
commttee substitute, which he did not understand.

M. Goss expressed, "You nust realize that this is a life and

death bill as far as the North Sl ope Borough is concerned."”

M. G oss gave a background on the statute this bill would change,
which he said cane out of a legislative special session in 1973
called by Governor Bill Egan because delays to the Trans-Al aska

pi peline project were threatened. This special session, M. Goss
rem nded, was called to resolve lawsuits filed by oil conpanies
against the state in response to legislation adopted during the
1972 regular legislative session that attenpted to regulate the
pi peline in ways the oil conpanies "found of fensive." He inforned
that he was present at this special session as council to the
Atl antic Richfield Conpany.

M. Goss recounted the special session addressed the regul ati on of
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t he pipeline, which he said was renoved and that the "state caved
in on its ability to regulate the pipeline.” In addition, he
i nfornmed, the special session addressed the matter of taxation

specifically property taxation of the values that woul d be created
by construction of the pipeline and related facilities along the
pipeline fromthe North Slope to Valdez. He stressed that other
taxes were already established to "nmake sure that the oil wealth
woul d be spread across all the citizens of the state.” He |isted
severance, incone and royalties, as these taxes, noting they renmain
in existence and generate revenues from oil production for the
state.

M. Goss pointed out two issues that arose in this special
session; "how nuch the oil conpanies should pay" and "who they
should pay it to." He stated that property taxes are traditionally
muni ci pal taxes and are the way |ocal governments are financed.
However, he stated, sone argue that during the tine of the special
session as well as in the present, that this was "too nuch for too
few' and that it would be unfair to let the citizens of the NSB,
Val dez, Fairbanks, and other communities al ong the pipeline route,
to tax these properties in the same nmanner other property is taxed
across the state. He listed sal non canneries in Kodiak and Bri stol
Bay, and office buildings in Anchorage and noted these comunities
do not share the revenue garnered from property taxes on these
properties with the state. The fact that one nunicipality has nore
property than another, he stated, up to the point of the special
session had never been considered an issue.

M. Goss told the Conmttee the special I|egislative session
resulted in sonme conprom ses. He said the first agreenent was that
oil conpanies would pay 20 mls tax to the state on all oil
properties and that any property tax paid to nmunicipalities would
be credited against the 20 mls owed to the state. Secondly, he
noted nunicipalities with oil and gas properties within their
boundaries woul d be allowed to tax these properties to rai se noney
for their operating budgets under "a very conplicated fornul a".

Co-Chair Kelly interjected to request the witness address his
earlier statenment that there is a flawin the bill regarding the
NSB ability to bond in the future.

M. Goss continued that the |ast elenent of the conpromse is to
al | ow boroughs to i ssue bonds based on the fair market val ue of the
oil and gas property within their borders and without limts. He
said the specific intent was that the NSB, which he stressed was
specifically discussed in the |legislature, would be able to bond,
realizing that prior to that time the borough had no assets on
which to base bonds. He enphasized the borough had no public
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facilities and that the oil and gas activities are from a
nonr enewabl e resource.

M. Goss raised this issue, he said because the sponsor testified
that the intent of the |egislature during the special session has
been ignored or m staken. M. G oss countered that the intent of
the legislation adopted during the special session "is crystal
clear”™ in stating there is no limtations on the ability of
boroughs to issue bonds based on the value of property. In
addition, he said, it was specifically discussed during the special
session that the NSB would be allowed to issue bonds to, "try to
catch up to sone of the things that every other municipality in the
state has had for years."

M. Goss gave an exanple of Ketchikan, which has had
infrastructure for about one hundred years, and has bonded over
that period of tine to built schools, sewer systens, parks, etc.
and woul d continue to do so. He infornmed that prior to passage of
the legislation fromthe special session, the NSB had no sewers,
wat er systens, schools, public safety facilities, fire facilities
or any other infrastructure. He remarked that the |egislature was
aware of this and specifically authorized the NSB to bond, know ng
that it would be "very expensive." The NSB, he said, has
subsequently issued many bonds totaling "a lot of noney". He
enphasi zed that because the population in the borough is sparse,
and because of higher costs for infrastructure, the per capita
bonded i ndebt edness is "extrenely high."

M. G oss addressed SB 186 before the Conmttee saying it purports
to prohibit boroughs from issuing bonds if they have a certain
| evel of per capita bonded indebtedness. He stressed this punishes
the NSB for "doing exactly what the l|legislature authorized it to
do." He expressed, The North Sl ope Borough woul d be prohibited from
i ssuing bonds for ten to el even years; any bonds, of any kind, for
anyt hi ng. "

M. Goss continued that this bill would also prohibit the NSB from
refinanci ng any exi sting bonds. He pointed out that even if | ower
interest rates were avail able, the borough could not take advantage
of them

M. Goss remarked "this is a devastating bill for the North Sl ope
Borough, " and requested the Conmttee give the |egislation nore
review. He told the nenbers, "You are literally going to destroy
t he bondi ng power of the NSB if you pass this" which is a "drastic
step to take in the nane of helping state finances at this late
hour . "
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Co-Chair Kelly countered that the earlier |egislature "could have
never i magi ned the extravagance"” with which the residents of the
NSB woul d utilize this bonding authority "to the detrinment to the

rest of the state.” He remarked that if there are technical
problenms with the bill he was interested in them However, he
expressed, "I'mhaving a hard tinme buying in to the old 'poor North

Slope' and all they're doing is what everyone directed of them
because | don't think the people back then imagi ned what they'd use
t heir bondi ng power for."

M. Goss replied the NSB has utilized its bonding authority to
produce "the kind of Ilife that people in Anchorage take for
granted.” He stressed that nost residents of the state take
infrastructure itens, such as sewer for granted, but there were no
sewer systenms on the North Slope. He enphasized the higher
construction costs in northern regions.

Co-Chair Kelly repeated his request that the w tness address the
probl em areas of SB 186 regardi ng refinancing of current bonds.

M. Goss enphasized that the entire bill was a problem He
qualified he did not understand the first section, which was added
earlier in the day. He cited Sections 6 and 7 as prohibiting the
NSB from i ssuing new bonds or refinancing existing bonds even at
| ower rates.

Co-Chair Donley offered that if there is a way to rewite these
sections to allow refinancing ability w thout extending the terns
of the bonds, he surmsed the Coormittee would be open to it. He
suggested the w tness prepare such |anguage to acconplish this
while maintaining the intent of the |egislation.

M. Goss asked if the sponsor's concern is that the borough would
refinance its existing bonds. He asked what the sponsor wanted the
| anguage to provide.

Co- Chair Donl ey responded, "The goal is very clear, to hold bonded
i ndebt edness down bel ow $15, 000 per capita." He said he does not
oppose allowng refinancing so long as it does not extend the
anount of tine it would take to bring the debt bel ow the proposed
maxi mum

M. Goss replied that | anguage all owi ng such, woul d address one of
his concerns with the bill

Senator W1 ken agreed that the 1973 | egislation provided a vehicle

to allow the NSB to fund its infrastructure. He referenced an
anal ysis prepared by Fitch I BCA, Duff and Phel ps [Portions of this
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report are on file] He read, "The borough's significant current
capital needs are primarily to extend water and sewer and ot her
utility services to seven outlying villages, build schools and
conpl ete mandated projects. Miuch of the infrastructure is funded so
future needs would decline from prior levels.”" Therefore, he
ascertained there is an ability to reduce the bonded i ndebt edness
of the borough.

Senator Wl ken remarked that this issue would not concern him
except that it takes funds fromthe 20-m| tax rate inposed on oi
and gas properties. He pointed out that every dollar that goes to
the NSB to support debt is a dollar that is not deposited into the
general fund and distributed across the state.

Senator W/ ken suggested the intent of the original |egislation was
to prevent "pools of wealth,” which he enphasized, creates "pools
of debt." He stated this is what has actually occurred in the | ast
30 years and remarked, "This is the disparity that I see that needs
to get fixed."

Senator Wl ken inforned that assessed value determ nes property
taxes and the econony in nost of Al aska. He divided the nunber of
people by the full and true assessed value and cal culated the
st at ewi de average per person, not including the NSB, as $72,000. He
| i sted Fai rbanks residents at approxi mately $57, 700, Anchorage at
$63, 000, Ketchi kan at approxi mately $80, 000, and the | owest anount
is in the Lake and Peninsul a Borough at $38, 000. He expl ai ned the
assessed value "engine" on the North Slope is $1,160,000 per
person, which is 16 tinmes the statew de average. He did not think
the legislature, in 1973, envisioned this |everage on assessed
val ue, of which, 97 percent is fromoil and gas property. He then
calculated the average debt per Alaskan is $2,573, including
residents of the NSB. On the contrary, he stated, the per capita
average of the NSB is $64,409, which is 20 tines the statew de
aver age.

Senator W1l ken surm sed these figures are "so far out of reason”
and that he could not understand this. He explained the proposed
debt limt of $15,000 per capita is still five tinmes the anount of
any other municipality. He pointed out that the community of St.
Paul has a per capita debt of $13,000, but is primarily because of
a large port project.

Senator W/ ken opined that the Bullock vs. A aska case is a nessage
fromthe court to the legislature that it is tinme to address the
i ssue.

Senator W/l ken predicted, "This is a $100 million deal ten years
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fromnow for the general fund." He stressed this |egislation does
not "clanp down" on the NSB but rather gives an ability to fund
five times the anmount of the remaining conmmunities in Al aska."

Co-Chair Donley added that he did not believe in 1973 it was
envi sioned that oil and gas property taxes would not provide the
full anpbunt of property tax revenue. He also did not think the
earlier legislature predicted that the oil supply would |ast as
long as it has. He continued that in 1973 it was not understood
that one borough would develop a $490 nillion permanent fund
savi ngs account. Therefore, he stressed many things have changed
since the adoption of the original bonding authority. He did not
find the argunent that the original |egislation was adopted 30
years ago and "it's worked great" persuasive because he did not
think it has worked great. This, he said, is because none of the
current conditions could have possibly been foreseen.

M. G oss responded that he did not testify that just because the
| egi sl ation was adopted 30 years ago it was great. Rather, he
remarked, it is unfair to retroactively determ ne that because the
NSB i ssued the anmount of bonds it has, the borough could not issue
addi tional bonds for the next ten or eleven years. He stressed that
this |l egislation does not provide that the borough could issue up
to five tines the anmount of per capita bonded debt, as Senator
Wl ken stated. M. Goss expressed the legislation instead
penalizes the borough for issuing bonds as the legislature
permtted.

M. Goss admtted that the concerns raised are valid. However, he
stressed that in 1973 the NSB had no tax base and that in 20 to 30
years it would again have no tax base after oil production has
ceased. He also noted the value of the oil and gas properties
decreases every year, resulting in less revenue, and remnarked,
"that is all they have, and when it's gone, that's it." Therefore,
he informed that the borough has "a brief w ndow of tinme" to nake
capital inprovenents. He agreed that the borough has bonded
"enor nousl y" but noted it would not be able to do so, regardl ess of
whet her this | egislation passes.

Co-Chair Kelly requested reviewing the refinancing issue and the
possibility of a "ranp down provision so these next eight to ten
years, there isn't just this brick wall that they run into." He
assured this was not the intention of the Commttee. However, he
voi ced concern that if proposed natural gas devel opnent occurs,
relative property taxes could be "sucked up" by the NSB, resulting
inasimlar situation to this.

Co-Chair Kelly addressed the w tness' conparison of infrastructure
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of the NSB to that of Anchorage and Fairbanks, stressing there are
many anenities the NSB has that are not provided in other
muni ci palities. He said he does not begrudge NSB residents from
recei ving these, but opined the current system has been abused. He
admtted there is disagreenent between himand M. G oss on whet her
t here has been abuse.

Senat or O son requested an expl anati on of how the decision in the
Bul | ock vs. Al aska case and subsequent rulings are related to this
| egi sl ation.

M. Goss detailed the history of the case brought by Don Bul | ock
a forner enpl oyee of the Departnent of Revenue, that unsuccessfully
advocated that the manner in which the statutes governing taxation
of oil and gas properties in the NSB and other areas, were being
improperly interpreted. M. Bullock, according to M. G&oss,
all eged that the admnistrators of the oil and gas property tax for
the past 25 years had been mstaken. M. Goss relayed that the
Al aska Suprene Court ruled it was plaintiff who was m staken and
that the state officials admnistering the tax were correct.

M. Goss continued that sonme people hoped the court would rule in
favor of the plaintiff primarily because they felt the NSB was
getting too much noney. He said this is the reason for SB 186,
whi ch woul d change the law to reflect what had been hoped for in
t he court deci sion.

Senator (O son shared that this raised nobre questions and he
requested tinme to consider them before action was taken on the
bill.

Co-Chair Kelly stated that the bill would be held for the purpose
of addressing the issue of refinancing of existing bonds.

Co- Chair Donl ey chaired remai nder of the neeting.

Senator W1 ken comented that he has a nore optimstic view of the
future of the North Slope in twenty or thirty years.

M. Goss pointed out that he is the forner chair of the governor's
Gas Pi peline Comm ssion 1975 charged with determ ning the pipeline
route. He stated that he is therefore nore pessimstic.

Senator Ward referenced the sponsor statenent [copy on file], which
states that the NSB currently has approximately $65,000 per
resident for bond indebtedness and that this |egislation reduces
t hat anmount to $15,000. He asked if there was an anobunt between
these two that the borough could support.
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M. Goss replied that any anmount |ess than $65, 000 woul d nmean the
bor ough coul d not issue any bonds until the bonded indebtedness is
paid down to that |evel

Co- Chair Donl ey announced the bill would be held to determ ne how
to allow refinancing wthout extending the date the bonds expire.
He al so wanted to research the "ranp down" option that would [imt
the amount of debt to no nore than the statew de average. He
predicted this would allow for any emergencies. He stressed that
the NSB has a permanent fund that would "be the envy of any
comunity in Anerica." Therefore, he ascertained the borough has
adequate resources with which to draw to fund any projects it is
prohi bi ted from bondi ng.

Senator WI ken requested the Departnment of Revenue detail the
fiscal note further.

Co-Chair Donley ordered the bill HELD in Conm ttee.
#HB32

SENATE CS FOR CS FOR HOUSE BI LL NO. 32(JUD)

"An Act relating to the forfeiture of property used to possess
or distribute child pornography, to commt indecent view ng or
phot ography, to commit a sex offense, or to solicit the
comm ssion of, attenpt to commt, or conspire to conmmt
possession or distribution of child pornography, indecent
vi ewi ng or phot ography, or a sexual offense.”

This was the first hearing for this bill in the Senate Finance
Commi ttee.

REPRESENTATI VE JCE HAYES read the sponsor statenent into the record
as follows.

As the use of conputers and the Internet expands so too do
crimes involving the use of these technol ogies. One area of
particular concern is sex crimes against children. Adults
prone to abusing children will use the Internet to solicit a
m nor for sex or to set up a neeting with a child in order to
rape or abuse the child. Further, WMny people, who are
inclined to distribute or view child pornography, are now
using their conputers to do so. These are new technol ogi es and
the state still has relatively few tools for dealing with
crimnals using these technologies. HB 32 provides us wth
anot her tool to use in conbating sexual predators.
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Across the country and at the federal I|evel there are
forfeiture laws in place. Several other states already have
| aws on the books specifically relating to the forfeiture of
conputers used in sex crines. The use of conputers in sex
crines is a national problem As nore and nore states pass
forfeiture legislation it is becomng increasingly obvious
that this is a useful and valuable tool in the fight against
conputer crimes.

HB 32 woul d nmake it possible for the police to stay on top of
this rapidly changing industry wthout spending nore state
dol l ars. Advances in conputer technol ogies seemto happen on a
daily basis. New technology can often "outwit" last year's
nodel, leaving the police at a |arge disadvantage in their
attenpt to curb crines comritted with the aid of the newest
technology. In order for the police to conbat conputer and
Internet crines effectively it is inperative that they be
constantly provided with new hardware.

Under AS 12.55.015(c) the court may award forfeited property
or a percentage of it to any municipal |aw enforcenment agency
involved in the arrest or conviction of the defendant. This
would allow the courts to pass on seized property to the
police so that the police can stay up to date with avail abl e
technology in a cost-effective manner.

HB 32 is designed to help protect our children in a twofold
manner: 1) forfeiture is a proven tool in the fight against
crime, and 2) the forfeited property can be given to our | ocal
| aw enf orcenent agencies in order to help make sure that they
have the necessary tools to protect our children. | ask for
your support in passing this |egislation.

Representative Hayes pointed out changes to the intent |anguage
made in the Senate Judiciary Comrmttee, which cite case law to
"make it absolutely positively airtight" that the only equi pnent
that could be seized was that owned by the perpetrator and not by a
third party. He showed that Section 3 of the commttee substitute
specifies that property owned by an enpl oyer could not be seized.

Representati ve Hayes referenced i nfornmation provided show ng sone
cases that this new |law would apply. He also referred to letters of
support and one letter in opposition to the bill from a nudi st
organi zation [not provided] regarding their concerns with vehicle
forfeiture. He assured their concerns were addressed in the Senate
Judiciary commttee substitute wth |anguage that specifies
conputers as the only equi pnent that could be taken.
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Representative Hayes then directed the Comrittee's attention to
other information regarding how forfeitures work as well as
statutes from other states. [Copies on file.] He noted this
| egislation is "the nost progressive" |anguage on the Wst Coast of
the United States addressing these types of crines.

Senator Ward asked if this legislation includes e-mail of
por nography materi al s.

Representati ve Hayes answered that it does not. He told of |aw
enforcenment organi zations that infiltrate Internet chat roons and
other areas to | ocate suspected pedophiles and perpetrators of sex
crines. He noted that if a person receives a pornographic e-nmai
nessage, but deletes it and does not pass it along to another user,
t hat person woul d not be subject to the provisions of this | aw

Senat or Leman asked if the person who sent a pornographic e-nmai
could be prosecuted and under this legislation, forfeits their
conput er equi pnent .

Representative Hayes did not think so unless the intent is
distribution rather than a joke. He assured that this question has
been addressed in other conmittees.

Senat or Leman hoped the forfeiture provision would apply saying
that it does happen occasionally.

Senator Green asked if the penalties proposed in the bill are in
addition to other punishnent. She asserted, "this is a |lot of work
to take soneone's conputer if they're not being punished."”

Representati ve Hayes replied that only upon conviction as a sexua
predator could conputer equi pnent coul d be seized.

Senator Ward asked about equipnment belonging to the State of
Al aska.

Representative Hayes reiterated that the intent |anguage inserted
by the Senate Judiciary Commttee specifies |egislative intent that
only equi pnent owned by the perpetrator could be seized. He stated
t hat equi prent owned by an enpl oyer, parent, spouse, etc., of the
of fender could not be confiscat ed.

Co-Chair Donley drew attention to the conmmttee substitute

provision setting the procedure for the wutilization of any
confiscated equi pnent.
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Co-Chair Donley asked why there is no fiscal note from the
Depart ment of Law.

Represent ati ve Hayes expl ai ned there woul d be no additional expense
to the Departnment of Law because conviction on child pornography
charges woul d automatically provide for equi pnent seizure w thout
the need for additional specific prosecution.

Senator Ward shared that Departnent of Public Safety Deputy
Comm ssioner Del Smith relayed to himthat it is not against the
law to send an e-mail wusing another person's e-nail address.
Senat or Ward suggested this |egislation could be used to nmake such
a practice illegal.

Representati ve Hayes was unsure how this could be done since this
| egislation is specifically directed to child pornography and sex
crinmes. He again detailed the process of investigators entering
chat roons using an alias as a child to attract child abusers.

Senator Ward ascertained this legislation is "pretty broad and
covers a lot of territory." He stated that having no | aw naking it
illegal to send pornography using another person's e-nmil address
"could be a problem" He gave a scenario of sonmeone distributing
por nography fromthe governor's address.

Senat or Hof f man suggested Senator Ward introduce new | egislation to
address this matter.

Senator Vard wanted to hold the bill in Commttee so he could draft
an anmendnent to nake such a practice illegal. He al so stated that
i npersonating a public servant is shown to be against the | aw, but
is actually not, according to the Departnent of Public Safety.

Co- Chair Donley understood the concerns but did not think this
i ssue conplied with the title of the bill

Senator Ward asserted that he was certain, "the sponsor woul d want
to do whatever is necessary in order to protect the public from
t hese sexual predators.”

Co-Chair Donley noted the bill has the support of the Coormttee and
requested the sponsor work with Senator Ward on addressing this
matter. He stated the bill would be reconsidered at the next
nmeet i ng.

Co-Chair Donley ordered the bill HELD in commttee.

#
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ADJ QURNIVENT

Co-Chair Donley adjourned the neeting at 08:42 PM
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