M NUTES
SENATE FI NANCE COW TTEE
February 28, 2002
9:08 AM

TAPES

SFC-02 # 21, Side A
SFC 02 # 21, Side B
SFC 02 # 22, Side A

CALL TO ORDER

Co-Chair Pete Kelly convened the neeting at approximately 9:08 AM
PRESENT

Senat or Dave Donl ey, Co-Chair
Senat or Pete Kelly, Co-Chair
Senator Jerry Ward, Vice Chair
Senator Gary W/ ken

Senat or Al an Aust er man

Senator Loren Lenan

Senat or Donal d 4 son

Senat or Lyman Hof f man

Al so Attending: W LDA RODVAN, staff to Senator Therriault; TIM
ROCERS, Legi sl ative Program Coordi nator, Minicipality of Anchorage;

KEVIN RI TCH E, Al aska Muni ci pal League; BARBARA M CKLCS, Director,

Child Support Enforcenent Division, Departnent of Revenue; NANCI

JONES, Director, Permanent Fund Dividend Division, Departnment of

Revenue; DI ANE VEENDLANDT, Assistant Attorney CGeneral, Collections
and Support Sections, Cvil D vision, Departnent of Law, FRANKLI N
TERRY ELDER, Director, Division of Banking, Securities and
Cor porations, Departnment of Community and Econom c Devel opnent;

LI SA BELL, Executive Vice President and Chief Operating Oficer,

Al aska Paci fic Bank;

Attendi ng via Tel econference: From Anchorage: LINDA WLSON, Deputy
Director, Public Defenders Agency, Departnent of Adm nistration

SUMVARY | NFORVATI ON

SB 11 - COVMPULSCORY SCHOOL ATTENDANCE

The Conmittee heard fromthe sponsor. An anendnent was adopted and
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the bill noved from Comm ttee.
SB 337-ELIA@BILITY FOR MUNI Cl PAL TAX EXEMPTI ON

The Conmm ttee heard from nmunicipal representatives. The bill noved
from Comm ttee.

SB 338-1NELIGA BILITY FOR PFOY CRI ME VI CTI M5 COW

The Conmittee heard fromthe Departnment of Revenue, the Departnent
of Law, and the Departnent of Adm nistration.

HB 106- FI NANCI AL | NSTI TUTI ONS

The Comm ttee heard fromthe Departnent of Conmunity and Econom c
Devel opnent and the banking industry. A conmttee substitute was
adopted and the bill was held in Conmttee.

SB 243- CH ROPRACTORS: SUNSET/ LI CENSI NG
This bill was schedul ed but not heard.
#SB11

SENATE BI LL NO. 11
"An Act relating to the legal age for attending school; and
providing for an effective date."”

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

AT EASE 9:09 AM/ 9:10 AM

Amendnent #2: This anmendnent deletes "the | egal age for attending
school” and inserts "required school attendance"” to the title of
the bill to read, "An Act relating to required school attendance;
and providing for and effective date."

Thi s anendnent al so del etes the | anguage in Section 1 and inserts
| anguage to read as foll ows.

Section 1. AS 14.30.010 is anmended by addi ng a new subsecti on
to read:

(c) If a parent, |egal guardian, or other person
having the responsibility for or control of the child
elects to enroll a child who is six years of age in first
grade at a public school, after enrollnent, the child is

SFC- 02 (2) 02/ 28/ 02



subject to the provisions of (a) and (b) of this section.

Thi s anmendnent al so changes the effective date of this |egislation
fromJuly 1, 2001 to July 1, 2002.

Senat or Leman noved for adoption.
Senat or Austernman objected for expl anation.

Senator Leman rem nded the Conmittee of the sponsor's intent to
address the matter of parents enrolling their six-year-old children
in school then having the children attend school sporadically.
Senator Leman noted this practice requires educators to concentrate
effort on bringing these students to the sane | evel as the students
who attend regularly. He opined the proposal to | ower the nmandatory
attendance age from age seven to age six would be "a bit of a reach
and went too far". Therefore, he proposed this amendnent, which
requires those students under the age of seven, who are enroll ed,
to attend school and allows |aw enforcenent to enforce truancy
rul es.

Senator Leman informed that the sponsor and the Departnent of
Education and Early Devel opnent have no objection to the anmendnent.

W LDA RODMVAN, staff to Senator Therriault, testified to affirmthe
sponsor does not object to adoption of the anmendnent.

Senat or Green questioned the phase “after enrollment” as it appears
in the anmendnent.

Senat or Leman explained this provision wuld not apply unless the
parent or |egal guardian enrolls the child. He stated this | anguage
is recommended by the drafter.

Co-Chair Kelly asked if Senator Geen thought this changes the
intent of the bill.

Senator Green did not, but found it confusing.

Co- Chair Donl ey opined that given the “on-going problens and the
threats of this Adm nistration against hone schooling,” specific
| anguage that could not be interpreted differently, is preferred.
He relayed concerns raised at a recent neeting of the Anchorage
caucus about the Admnistration's actions regardi ng honme school i ng.

Senat or Hoffman suggested the sane argunents for rmandatory

attendance should apply to kindergarten students as well. He
suggested |l owering the nandatory attendance age to five years for
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those children enrolled in school.

Co-Chair Kelly understood the sponsor’s intent is to address the
specific problens of certain schools: the sporadic attendance of
sone six-year-old students. He surmsed the inclusion of
ki ndergarten would go "beyond the scope".

Ms. Rodman affirned.

Senat or Hof f man spoke to the | arger problem of children skipping
school in that there is insufficient authority and resources to
enforce attendance rul es.

Co-Chair Kelly, for Senator Austerman's benefit, summarized the
di scussions of the first hearing, as he was not present at that
nmeet i ng.

Aroll call was taken on the notion to adopt Anendnent #1.

I N FAVOR Senat or Austernman, Senator G een, Senator Leman, Senat or
A son, Senator Ward, Senator W/I ken, Co-Chair Donley and Co-Chair
Kel l'y

OPPOSED: Senat or Hof f man

The notion PASSED (8-1)

The amendnent was ADOPTED.

Co-Chair Donley offered a notion to "nove the new Senate Fi nance
commttee substitute for Senate Bill 11 from Commttee with the
acconpanyi ng zero fiscal note."

There was no objection and SB 11 (FIN) MOVED from Conmittee with
acconpanying indetermnate fiscal note #1 from the Departnent of
Educati on and Early Devel opnent.

AT EASE 9:21 AM/ 9:22 AM
#SB337
SENATE BI LL NO. 337
"An Act relating to eligibility for an exenption from

muni ci pal property taxes for certain seniors and disabled
veterans."

This was the first hearing for this bill in the Senate Finance
Commi ttee.
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Co- Chair Donl ey, sponsor, testified this bill would allow |oca
governnments to adopt eligibility requirenments for the existing
senior citizens and veterans property tax exenption, that are
parallel to eligibility requirenents for receipt of a permnent
fund divi dend.

Co-Chair Donley stated the public policy of the existing nmandated
exenption, which he noted is an unfunded mandate by the State upon
| ocal governnments, is to encourage senior citizens to live in
Alaska and to assist disabled veterans. He explained the sane
criteria as used for qualification for the permanent fund divi dend
is proposed for the tax exenption because senior citizens who do
not qualify for the dividend are also not residing in the State
| ong enough to make significant econom c and conmunity-service
contributions necessary to warrant the exenption.

Co-Chair Donley explained this legislation provides |oca
governnments "a tool" for managing the tax exenption program

TIM ROGERS, Legislative Program Coordinator, Minicipality of
Anchorage testified in Juneau in support of the bill. He noted this
l egislation is a result of recomendati ons of the Anchorage Seni or
Citizens Advisory Comrission made in 1997. He detailed the
recommendations identified a "l oophole” in existing |aw

M. Rogers listed that the Minicipality of Anchorage currently
exempts $18.2 nillion worth of property taxes for 86,000
participants through this program He continued that approxi mately
five-percent of those participants do not qualify to receive a
permanent fund dividend. He clarified this legislation wuld not
automatical ly exclude these participants.

M. Rogers added that this legislation would also sinplify the
application process both for the participants and for the
muni ci pality.

Co-Chair Kelly asked the amount of funds that woul d be "saved".

M. Rogers answered the Minicipality of Anchorage would save
bet ween $100, 000 and $200, 000.

Senator Lenman asked the percentage of property owners who receive
this exenption.

M. Rogers replied that approximately 16 percent participate, which
has increased approximately five percent a year.
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KEVIN RI TCH E, Al aska Minici pal League, testified in Juneau that
the League's Revenue Finance subconm ttee di scussed and endorsed
this bill. He thanked the Committee for considering granting the
municipalities the authority to nake these decisions. He rel ayed
the fairness issue was al so discussed and it was agreed that the
purpose of the senior citizens property tax exenption program
shoul d encourage Al askans to remain in the State as they get ol der.
He continued, however, that if these senior citizens are not
residents, the tax exenption mght not be a benefit to the
muni ci palities.

Senator G een offered a notion "nove Senate Bill 337 from Committee
wi th individual recomrendations.”

There was no objection and SB 337 MOVED from Conmttee with a new
zero fiscal note, dated 2/26/02, fromthe Departnment of Conmunity
and Econom c Devel opnent .

#SB338

SENATE BI LL NO. 338

"An Act nmaeking certain individuals convicted of crines
ineligible for permanent fund dividends and relating to
certain paynents of conpensation from the crime victim
conpensation fund; and providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Commi ttee.
Co-Chair Donley testified this bill nodifies the eligibility

requi renents for the permanent fund dividend for people convicted
of a crine. He noted that under current law, after two years of a
violent crimnal's "release"”, the offender could begin to receive
di vidends. He added that current |aw stipulates, "individuals do
not qualify for a dividend if, during the qualifying year they are
convicted of a felony or, if during all or part of the qualifying
year they are incarcerated as a result of a felony or a m sdeneanor
[conviction], and they have a prior felony or two or nore
m sdenmeanor [convictions]." He explained this provides that
regardl ess of the offence coomtted, a felon is eligible to receive
a dividend two years after release fromprison

Co-Chair Donley stated this |egislation would change the current
provisions to stipulate that individuals convicted of a felony or
m sdenmeanor woul d | ose their permanent fund dividend for at | east
two years, regardless of whether or not they have a prior
conviction. He qualified this would apply to those convicted of a
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crime and are incarcerated for that offense.

Co-Chair Donley added this legislation establishes a “sliding
scal e” whereby offenders convicted of nore serious and violent
crimes would be ineligible to receive dividends for |onger periods
of time. He also noted that offenders convicted of unclassified
felonies would | ose their dividend forever. He inforned these are
the nost serious class of felonies in Al aska, and include mnurder,
attenpted nurder, solicitation and conspiracy to conmt nmnurder,
ki dnappi ng, rape, sexual abuse of a m nor and m sconduct i nvol ving
a controlled substance, i.e. drug dealers. He listed those
convicted of a Class A, B or C felony crinme of violence would be
ineligible to receive a dividend for 20 years; those convicted of
| esser, non-violent, felonies would be ineligible to receive a
dividend for ten years; those convicted of a violent m sdeneanor,
Class A or B, wuuld lose their dividend for five years; and those
convi cted of a nonviol ent m sdeneanor, and who are incarcerated for
that offense, would be ineligible to receive a dividend for two
years follow ng rel ease.

Co-Chair Donley noted that an individual convicted of a violent
m sdenmeanor, but not incarcerated for that offense, would be
ineligible to receive a dividend for tw years, rather than the
five years stipulated for those receiving a prison sentence. He
described the "double threshold" applied to m sdeneanor
convictions, of determning whether the crine committed was
violent, and whether the Court determned jail tinme is warranted
for the of fense.

Co-Chair Donley noted the final provision applies to the offense of
First Degree Crim nal M schi ef under AS 11.46.480(a)(3),
i ntentional damage to an oil or gas facility, which stipulates the
person convicted of this crinme would be ineligible to receive a
dividend for 20 years. He stated the public policy for this
provision relates to the recent shooting of a hole in the Al yeska
Pi peline. He enphasized the expense for repair and cleanup, in
addition to the mllions of dollars of |ost revenue of the spilled
oil. He stressed that a person who inflicts such "nmalicious damage"
to the facilities that generate the funds in which the dividends
are derived, should not be entitled to collect a dividend. He
qualified the existing statute contains a significant nonetary
"threshol d" of the amount of damage inflicted that is applied to
this provision.

Co-Chair Donley predicted this legislation would generate
significant revenue, as the denied dividend funds would be
available for State expenditure in the sane manner current innate
di vidends are diverted for use by the Departnent of Corrections,
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the Violent Crines Conpensation Board, the Council on Donestic
Vi ol ence and Sexual Assault, and grants for non-profit victims
advocacy groups. He noted this legislation also stipulates that if
a victimof a crine has received a judgnment or order of restitution
agai nst the offender, the victimwould receive first priority for
t he di vidend funds.

Co- Chair Donley acknow edged that some nunicipalities and other
entities garnish permanent fund dividends from of fenders for the
purpose of offsetting expenses. He asserted the "nore inportant
public policy call,” that permanent fund dividends should not be
awarded to people who conmt serious crines and who "break their
social contract with their neighbors”. He asserted that the right
to vote is revoked and yet noney is given to these of fenders by the
State of Al aska.

Co- Chair Donl ey noted the high operating expenses of the Departnent
of Corrections and renmarked it is reasonable to deny the funds to
t hose who incur the costs, and instead utilize the funds to assi st
in covering their expenses.

Senat or Austerman asked how this affects nmunicipalities that
practice garni shnment and whet her they would receive dividend funds
under this |egislation.

Co- Chair Donley understood municipalities utilize the "dividend
flow' to offset sonme costs, although he was unfamliar of the
details of the prograns. He suggested an amendnent could be of fered
to the bill to make provisions for nmunicipalities.

Senator Austerman anticipated admnistrative difficulties in
tracking the ineligibility periods of all offenders in the State.

Co-Chair Kelly referenced the fiscal note submtted by the
Departnent of Public Safety, which addresses this issue.

Senator Austerman referenced Section 2(d)(1) on page 2, lines 5
t hrough 7, which reads as follows

(1) during the qualifying year, the individua
was sentenced as a result of conviction in this state of
a felony or msdenmeanor and the judgnent has not been
reversed or vacat ed;

Senat or Austerman commented that under this | anguage, a jaywal ker
could |l ose their dividend.

Co-Chair Donley corrected that jaywalking is a violation not a
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m sdenmeanor. He explained a m sdeneanor is a crine in which jail
time of less than one year could be required. He noted that
of fenders are often convicted of "sinple assault” and are not
incarcerated, particularly if it is a first offense.

Co-Chair Kelly pointed out this legislation would pertain to a
conviction of Forth Degree Assault, which could result from an
of fender who "takes a swing at soneone and m ss[ed]".

Co-Chair Donley comrented it would be difficult to obtain a
conviction for such an event.

Co-Chair Kelly agreed, but qualified that if the offender was a
youth, the juvenile justice system could inpose a sentence at a
youth facility because the probation officer determ nes the youth
shoul d spend the night in jail in order to "teach a |lesson." He
asserted there is a different threshold in this situation as the
intent is to inpose punishnment, but rather to discourage future
behavior. He asked if this legislation wuld apply to Title 47,
whi ch governs the juvenile justice system

Co-Chair Donley responded the intent of this legislation is to
apply only to those convicted and subsequently incarcerated. He
i nfornmed he would consult with the D vision of Legal and Research
Services on the possible relationship this bill would have to the
juvenile justice system

Co-Chair Kelly and Co-Chair Donley discussed nethods of
di stingui shing between the adult crimnal justice system and the
juvenile justice system

Senat or Austerman referenced the charge of Mnor in Possession. He
noted that the driver's license of a juvenile charged of this
of fense, even if found not guilty, is still revoked.

Co-Chair Donley replied that nost juveniles are not formally
adj udi cated but rather referred to a diversion system and are
therefore never formally convicted of the crine. He repeated that
he woul d research the matter further and investigate whether M nor
in Possession is considered a serious msdenmeanor, which could
qualify under this |egislation.

Senator W1l ken, pointing out there are different |evels of
felonies, asked if there are different | evels of n sdeneanors.

Co- Chair Donl ey answered there are Class A and C ass B degrees of
m sdeneanors in Al aska.
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Senator WI ken wanted to ensure "the punishnment fits the crinme" and
asked for the definition of offenses that qualify as Class A or
Cl ass B M sdeneanors.

Co-Chair Donley agreed to provide a list of the offenses classified
as Class A and C ass B M sdeneanors.

Senator Leman shared his main concern is that victins receive
restitution and that child support and student | oan obligations are
paid. He pointed out this legislation does not address child
support and student | oan paynents.

Co-Chair Donley wunderstood other statutes address collection
authority for child support and student |oan debts. He agreed
paynment is made easier through permanent fund divi dends.

Senator Lenan restated that current |law allows the State to garnish
the dividends of those owing child support or student |oans. He
asked if under this |egislation, whether the funds would renmain
avai |l abl e for paynment of these debts.

BARBARA M CKLCS, Director, Child Support Enforcenent Division,
Department of Revenue, testified that under current statute, child
support receives the highest priority for garni shnment of dividends
wi th only bankruptcy receiving a higher priority. She noted this
| egi sl ati on does not change this priority system She raised
concern however that increasing the nunber of people ineligible to
receive a dividend and subsequently reducing the anmount of funds
avai l able, would result in | ess noney paid to the famlies.

Ms. M ckl os explained for Senator Leman's benefit, that diversion
of the funds is not automatic as is the case with the Departnent of
Corrections receiving the dividend funds of incarcerated of fenders.
She detailed that the Child Support Enforcenent D vision could only
garnish a dividend fromthose who have applied for the dividend.
She added that in some instances, the D vision has obtained a court
order requiring the debtor to apply for the dividend for the
pur pose of garni shnent.

Senator Leman stressed this is his concern. He spoke to the
necessity for a nmechani sm whereby the D vision could apply for the
di vidend funds on behalf of the party owed child support from an
ineligible offender. O herw se, he surmsed the funds would be
redistributed to the qualifying dividend recipients.

Co-Chair Donley corrected the funds would be allocated to the "four

statutory suggested uses": the Departnent of Corrections, the
Victinms Conpensation Board, the Council on Domestic Violence and
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Sexual Assault, and grants to non-profit organi zations. He asserted
the funds would be utilized for "a very high public purpose". He
suggested the statutory suggested uses could be increased to
i nclude the Child Support Enforcenent Division.

Senat or Hof f man poi nted out the Departnent of Revenue fiscal note
addresses this issue specifically. He cited that in FY 05, child
support collections would be reduced by $1.1 million; the anopunt
woul d increase to $1.7 in FY 08, and continue to increase in future
years. He furthered that the anobunt the Division collects and
deposits into the general fund as reinbursenent to public
assi stance benefits, would be reduced approximately $4 mllion
annual | y.

Senator Hoffman shared Co-Chair Donley's concerns regarding
di vi dends paid to felons.

SFC 02 # 21, Side B 09:57 AM

Senat or Hof fman conti nued suggesting that the length of time an
offender is ineligible to receive a dividend could be increased but
that the current allocation system should remai n unchanged.

Senat or Austerman requested further explanation of the provision
that stipulates a convicted felon is ineligible to receive a
di vi dend.

NANCI JONES, Director, Permanent Fund D vidend D vision, Departnent
of Revenue, testified that the dividend is "not a one to one
rel ationship” as the ineligible offenders are not allowed to submt
an application. She detailed the process of the D vision nmatching a
list of inmates agai nst residency and other eligibility criteria.
She noted that an inmate, who would not have otherw se qualified
for a dividend due to residency requirenents, would not be included
in these calculations. She continued that the nunber of inmates
ascertained to otherwise be eligible to receive a dividend is
multiplied by the anmount of the dividend, and the total 1is
appropriated to the aforenentioned statutorily suggested uses.

Co-Chair Donley stated that although the fiscal notes indicate the
anmount of dividend funds the State "accesses for other purposes,"”
the State would not actually | ose revenue because the revenue woul d
be garnered "in a different way", although it remains accounted as
general funds.

Ms. Mcklos affirnmed, "There is a wash in terns of a loss to the
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State." However, she stressed that currently, 90 percent of the
Division's collections are paid to famlies and that permanent fund
di vi dends conprise a major portion of collected funds. She listed
$16.7 mllion of a total $90 mllion, was collected fromdividends
the prior year.

Co- Chair Donley asked how nuch of the predicted loss of $1.1
mllion would be collected if the dividends were not avail able. He
assuned this anount woul d be recouped by salary and other incone
sour ces.

Ms. Mcklos reiterated the Division could garnish a dividend only
if the recipient is delinquent in <child support paynents.
Therefore, she infornmed, the Division attenpts to collect the debt
from ot her sources. She enphasized, however that in sone instances,
the dividend is the only asset a debtor has. She al so pointed out
the dividends are only avail able for garnishnent in Cctober of each
year and that during the remainder of the year, the Division
attenpts to secure funds from ot her incone sources.

Co-Chair Donley requested the w tness prepare proposal whereby a
list of those owing child support could be cross-referenced with
those who are ineligible to receive a dividend to determ ne the
anount of funds that would otherwise be collected from these
i ndi viduals. He furthered these funds could then be allocated to
the Division for paynent to the famlies due child support. He
surmsed this process could protect the mssion of the D vision and
al so increase funding for the four statutorily suggested uses.

Ms. M cklos agreed to this undertaking.

Senator Leman remarked his concerns would be alleviated if such a
met hod were inplenented. He realized that student |oan repaynent
and other obligations are inportant but stressed they are of |esser
priority than child support.

Senat or Hof f man requested figures reflecting the predicted | osses
to student |oans, court ordered restitutions, nunicipalities and
private businesses.

Co- Chair Donley noted court ordered restitutions would continue to
have access to the dividend funds through the Victins Conpensation
Board. He asserted that although he is "real sensitive" to child
support issue, he is not as concerned with "every little judgnment
or claimthe State has" because the funds are deposited into the
State treasury.

Senat or Hof fman was concerned about the affect this |legislation
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woul d have on the viability of the student |oan program

Co-Chair Donley questioned the nunber of student |oan recipients
who have conmtted a serious crime. He surmsed there are very few.

Senat or Leman agreed child support is the highest priority in this
matter, although the other dividend uses are worth consideration.
He noted that recent statutory changes enabling businesses to
recover |losses by garnishing up to 80 percent of a debtor's
di vidend, has been effective. He assunmed people convicted of
serious crines also are probably not satisfying other financial
obl i gati ons.

Senator Green remarked that if this legislation is proposed as a
penalty for the offender, she questioned the continuation of
di vidends for the purpose of satisfying that individual's debt of
"sweet issues". She stated it would be unfair for the State to
recei ve paynent of a debt if a private debt holder is unable to
col | ect paynent.

Senat or Hof f man opi ned that once an offender has paid their debt to
society, the individual should be eligible to receive a dividend.

Senat or Lenman countered that the State is investing funds each year
to incarcerate the offender and there is an accunul ated debt
regardl ess that the offender has served the tine of the sentence.
He commented the offender would |ikely never pay off the actua
cost that society has invested in the incarceration. He suggested
the dividend is a "token anount” that could be utilized to pay sone
of the investnent.

Senat or Hof f man asserted Senator Lenman's conments m ght be true,
but cautioned if this legislation passes into law it could be
chal l enged in court using the sane argunent.

Senator G een asked if there was concern that this legislation
could result courts considering the nunber of years an offender
woul d be ineligible to receive a dividend as part of the puni shnent
and therefore inposing shorter prison sentences.

Co-Chair Donley replied this could occur but stressed the intent of
sentencing statutes prohibits judges from considering dividend
eligibility in sentencing. He surmsed this |egislation could have
sonme inpact in the cases of mnor crines of violence. He stated
t hat because of the graduating scale based on the seriousness of
the crime conmitted, this bill neets equal protection and due
process consi derations. He pointed out that no other state offers a
di vidend and therefore Al aska "reserves the authority to be able to
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withhold it and set the criteria for it, solong as it does so in a
r easonabl e manner that's consi st ent W th consti tutional
provi sions."

Co-Chair Donley expressed his intent to work with the Child Support
Enforcenent Division to devel op an alternate fundi ng mechani sm for
child support obligations. He agreed with Senator G een that the
of fenders incurred the debt and it should not be the responsibility
of the State to cover those debts. However, he enphasized the
circunstances are different "in the unique case of child support,™
because the State currently intervenes and acts as an agent for
private parties, "because children are so inportant to the State."
He al so noted the burden returns to the State if children are not
properly supported by their parents.

Senator Green comented, "I agree with you and | disagree wth
you. "

Senat or Austerman asked about the logistics of determning the
anount of dividend funds avail able. He questioned how, after an
of fender conpl etes probation, the State would know i f residency and
other criteria would otherwi se be net, because the offender does
not submt an application.

Co-Chair Donley posed the question to M. Jones, asking her how
of fenders who | eave the State are currently tracked.

Ms. Jones responded that offenders who qualified for a dividend,
before serving their sentence would qualify for at |east one year
foll owi ng rel ease, because they renmi ned Al aska residents during
their inprisonnment. She noted a new system would be required to
calculate the residence eligibility for the otherwi se ineligible
of f enders.

Co-Chair Donley suggested this <could be done wusing voter
regi stration records, driver |icense records and ot her nethods.

Senat or Ward asked about coll ection of dividends for offenders on
probation in Al aska.

Ms. Jones answered the Departnent of Corrections could provide a
list of those on probation, which would be cross-referenced in the
same manner as the current inmate |ists.

Senator Austerman reiterated his concern of the "maze and
ni ght mare” of creating a programto accurately track the of fenders
and their residency qualification. He noted that while serving
probation, the offender's residency would be accounted for, but
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questioned how this could be done after probation is conplete.

Co-Chair Donley suggested establishing a "standard" to include
di vidend funds for those offenders who register to vote, obtain an
Al aska drivers license or are under the supervision of the
Depart ment of Corrections.

Senat or Hof frman pointed out drivers licenses are valid for five
years and suggested an offender could | eave the state after only
one year. He recomrended utilizing census data instead.

Senat or Aust erman supported the concept of utilizing dividends as
financial restitution to the State.

DI ANE WVENDLANDT, Assistant Attorney Ceneral, Collections and
Support Sections, Cvil Division, Departnent of Law, testified via
tel econference from Anchorage, that she is responsible for
supervi sion the collections, which includes: crimnal fines, cost
of incarceration, cost of appointed council, forfeited bonds,
penalties, and restitution for victins. She stated the Coll ections
Section collects an average of $3.5 mllion annually, with a small
portion of that anount used to fund the collection efforts and the
majority of the funds deposited into the general fund or all ocated
to ot her departnents.

Ms. Wendlandt stated that approxinmately 85 percent of the
collections are against crimnal defendants who would likely be
affected by this legislation. She inforned that approximtely 90
percent of funds the Section collects are permanent fund divi dend
attachnents. She described the 80,000 unpaid judgnents, which vary
from $40 to several thousand dollars, noting that 10,000 to 15, 000
judgnents are satisfied each year. She stressed the Section "deal s
on a very large scale, but very small anmounts per judgnent” and
therefore the cost effectiveness of the collection efforts nust be
considered. She stated the effort involved in dividend attachnent
is significantly less than required for incone wthholding,
property seizures and ot her nethods. She continued to detail the
collection efforts as they pertain to dividend attachnent.

Ms. Wendl andt pointed out this legislation provides for dividend
funds to be used for conpensation to victins of violent crines but
not to victins of nonviolent crinmnes.

Co-Chair Kelly interjected to request the witness work with Co-
Chair Donley to address these issues.

Co-Chair Donley noted the witness is "rightfully expressing" the
i npacts on the Section. However, he disagreed the extent of the
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i npact because the State would automatically receive the funds that
the Section currently nmust enploy staff to collect. He al so noted
there woul d be no inpact on restitution because of the authority of
the Victinms Conpensation Board.

Co- Chair Donley comrented that the collected funds are currently
accounted as programreceipts and reiterated this |egislation would
account the funds as general funds. He understood the agencies
woul d therefore be required to conpete for the general funds, but
stressed there would be a net gain to the State.

LI NDA WLSON, Deputy Director, Public Defenders Agency, Departnent
of Adm nistration, testified via teleconference from Anchorage in
opposition of the bill. She stated that this would inpact the
Agency’s clients, who are indigent people. She spoke to the fines,
restitutions and other debts inposed on the clients, and enphasi zed
that if unable to pay these debts, the offenders could be in
violation of the conditions of their probation or parole.

Ms. WIlson informed that the Agency received $190,000 in FY 99,
$190,000 in FY 00, and $430,000 in FY 01, from the Departnent of
Law.

Co-Chair Donley commented, "It's pretty amazing that sonme State
bureaucraci es are so entrenched" as to assert the State should pay
of fenders' crimnal fines. He enphasized the need to "l ook at the
big picture.” He stressed this legislation is a revenue generator
to the entire State with the exception of those who commt
offenses. He stated this would facilitate the prioritization of
State progranms, as they would conpete for funding on "a |evel
playing field" "and not just because one departnent happened to
have access to these off-budget funds and another one didn't."

Co-Chair Donley reiterated his intent to establish a nmethod to
utilize the ineligible dividend funds for child support paynents.

Co-Chair Kelly ordered the bill HELD in Commttee.
#HB106

SENATE CS FOR CS FOR HOUSE BILL NO 106(JUD)

"An Act relating to the authorizations for certain state
financial institutions of certain powers and limtations;
relating to confidential records of depositors and custoners
of certain financial institutions; relating to the exam nation
of certain institutions subject to AS 06; relating to the
Al aska Banki ng Code, Mitual Savings Bank Act, Al aska Smal
Loans Act, and Alaska Credit Union Act; relating to credit
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cards; anmending Rule 45, Alaska Rules of GCivil Procedure,
Rul es 17 and 37, Al aska Rules of Crimnal Procedure, and Rule
24, Al aska Bar Rules; and providing for an effective date."

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

AT EASE 10:42 AM/ 10: 48 AM

Co-Chair Kelly spoke to two proposed commttee substitutes, Version
“R' and Version "B". He stated Version "R' contains an "opt in"
provi sion, which offers nore privacy protection than federal |aw
provi des and would conply with the federal |law. Version "B", he
continued, addresses the privacy issue in an "opt out" manner. He
not ed both versions have omtted a provision pertaining to credit
cards that had previously raised concern.

FRANKLI N TERRY ELDER, Director, D vision of Banking, Securities and
Cor porations, Department of Community and Econom c Devel opnent,
expl ained "opt out” is a procedure by which financial institutions
could share private information about an individual unless the
i ndividual directs otherwse. He continued that the "opt in"
procedure allows financial institutions to share private
i nformati on about an individual only if permssion is obtained from
t hat i ndi vi dual

Co-Chair Kelly asked for a description of the private information
in question and an explanation of the federal G amm Leach-Bliley
Act .

SFC 02 # 22, Side A 10:52 AM

M. Elder responded that the GammLeach-Bliley Act requires
financial institutions to provide custoners the details of their
privacy policy, as well as "an opportunity to opt out” by nail
tel ephone, Internet, etc. notification. He furthered that the
federal law also allows states the option to adopt a nore
restrictive privacy policy.

M. Elder defined the private information as "personally
identifiable, nonpublic information.” He noted that nanes and
addresses could be considered public information if listed in the
t el ephone directory. However, he qualified that a Iist of nanmes and
addresses of custoners created from the financial institution's
dat abase using a "screen” or "filter" of nonpublic information is
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considered private information

Co-Chair Kelly referenced a nenorandumto the Commttee fromthe
Di vision of Legal and Research Services, dated 2/28/02, regarding
Version "B" [copy on file]. He cited Terri Lauterbach, drafter of
this legislation, states that this version may provide nore
consuner protection than the federal act, "however, | cannot say
for sure that the federal government woul d reach that conclusion.”
Co-Chair Kelly asked if the D vision of Banking, Securities and
Cor porations share this opinion.

M. Elder affirmed and further detailed the two-line reference to
the G amm Leach-Bliley Act, which pertains to disclosure of private
information. He noted that the Federal Trade Conm ssion acts as an
arbitrator in the event there is a question of whether a state has
adopted a nore restrictive privacy policy.

Co-Chair Kelly asked if the current law in Alaska is
"opt out".

opt in" or

M. El der answered the banki ng code requirenent has been "opt in"
for over 30 years. He stated, however, there is no privacy
provision in the codes governing other financial institutions. He
added that the G amm Leach-Bliley Act is the first federal |aw
addressing these privacy issues, which has resulted in this
| egislation to instill privacy provisions in AS 06.01 rather than
the statute governing banking activities.

M. Elder added that Version “R’ contains "conprom se" |anguage
refl ecting agreenent reached by the D vision and the Al aska Bankers
Associ ation. This |anguage, he stated, achieves the D vision's goa
to "continue the tradition of Al aska of protecting the privacy of
i ndi vidual s" but also allows for the "extension of financial
services" anong different financial institutions.

Co-Chair Donley clarified the Division supports Version “R’.

M. Elder affirmed.

Senator Geen asked if this legislation would inpose the sane
prohi bitions on insurance conpanies that are perform ng banking
functions.

M. Elder answered it does and infornmed that the Ganm Leach-Blil ey
Act essentially "breaks down those walls" between different types
of financial institutions.

Senator Green understood the need to share information for
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liability purposes in the insurance industry is different then the
need for information sharing in the banking industry.

M. Elder furthered there is no restriction on information sharing
anong affiliates and that the G ammLeach-Bliley Act and this
| egislation only apply to non-affiliates. The federal |aw and this
bill, he continued, pertain to information sharing for the purpose
of providing services of the financial institution or marketing
part ner.

Co-Chair Donley noved to adopt SCS CS HB 106, 22-CGH1026\R as a
wor ki ng draft.

Senat or Hof f man asked if because of the events involving the Enron
Corporation, whether nore states are considering "opt out"
provi sions to provide greater consumer protection.

M. Elder clarified the "opt in" nmethod provides nore protection
for consuners.

There was no objection and the commttee substitute, Version "R',
was ADOPTED as a working draft.

LI SA BELL, Executive Vice President and Chief Operating Oficer,
Al aska Pacific Bank, testified on behalf of the Al aska Bankers
Associ ation in support of the conmttee substitute. She opined that
Version "R' ~contains a "workable conpromse"” and that it
"noderni zes the State banking code in two inportant ways." She
expl ained the commttee substitute provides parody between State-
chartered and federal -chartered financial institutions operating in
Alaska, and that it allows snall Alaska banks to conpete
effectively with |arger banks.

Ms. Bell qualified the original position of the Association
supported conplete conpliance with the G ammLeach-Bliley Act.
However, she stated a reasonabl e conproni se was reached when the
bill was under consideration by the House of Representatives. She
enphasi zed the Association's goal is to allow small banks to offer
financial -rel ated products and services to their custonmers and that
the conmittee substitute allows this.

Ms. Bell predicted rural Al aska residents would benefit nost from
this legislation, as it wuld allow them to receive nore
i nformation on avail abl e products and servi ces.

Senator Ward requested an analysis of the provisions in the

committee substitute that are required for conformance to the
Gramm Leach-Bliley Act and the provisions that are not required.
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M. Elder referred to sectional coments prepared by the D vision
[copy on file]. He gave as an exanple, insurance activities that
are currently allowed under the G amm Leach-Bliley Act, but would
be prohibited under this |egislation.

AT EASE 11: 07 AM/ 11: 07 AM

Co-Chair Donley shared that he requested from the sponsor, an
opportunity to review the Version "J" conmttee substitute.

Co-Chair Kelly ordered the bill HELD in Conmittee.

#
ADJ QURNIVENT

Co-Chair Pete Kelly adjourned the neeting at 11:08 AM
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