M NUTES
SENATE FI NANCE COWM TTEE
May 10, 2002
5.38 PM

TAPES

SFC-02 # 94, Side A
SFC 02 # 94, Side B

CALL TO ORDER

Co-Chair Pete Kelly convened the neeting at approxi mately 5:38 PM
PRESENT

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

Senat or Lyda G een

Senator Gary W/ ken

Senat or Al an Aust er man

Senat or Lyman Hof f man

Senat or Donal d O son

Also Attending: REPRESENTATI VE LESIL MCGUI RE; JIM DUNCAN,
Comm ssi oner, Departnment of Adm nistration; PH L OATES, Adjutant
General, Comm ssioner, Departnment of MIlitary and Veterans Affairs;
GARY BERRY, Anerican Legion; GENE DALL, Legislative Oficer,
Veterans of Foreign Wars Post 5559; DALE ANDERSON, staff to
Representati ve Mul der; PAT HARTLEY, staff to Representative Scal zi;
MARY MCDOWNELL, Comm ssioner, Conmercial Fisheries Entry Conm ssion;
ANNE CARPENETI, Assistant Attorney CGeneral, Legal Services Section,
Crimnal Division, Departnent of Law, JESSI CA MENENDEZ, Staff to
Representative Geen; BOB POE, Executive Director, Al aska
| ndustrial Devel opnment and Export Authority

Attending via Tel econference: There were no teleconference
partici pants.

SUMVARY | NFORMVATI ON

SB 372- TRANSPORTATI ON BONDS

The bill was di scussed and held in Comm ttee.
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SB 55-PI ONEERS' AND VETERANS' HOVE/ ADVI SORY BD

The Committee heard from the Departnent of Admnistration, the
Departnment of MIlitary and Veterans Affairs and representatives of
veterans. A committee substitute was adopted and the bill noved
fromCommittee.

HB 447- COM FI SH & AGRI CULTURE BANK | NTEREST RATE

The Commttee heard from the sponsor and the bill noved from
Committee.

HB 287- EXEMPT ENTRY PERM TS FROM CREDI TOR CLAI M5

The Conmittee heard fromthe sponsor and the Commercial Fisheries
Entry Comm ssion. The bill noved from Conmm ttee.

HB 350- TERRORI STI C THREATS & OTHER CRI MES

The Comm ttee heard fromthe sponsor and the Departnent of Law. The
bill nmoved from Conmittee

HB 471- Al DEA LOANS AND DI VI DEND/ AEA LQANS

The Conmittee heard from the sponsor and the Al aska Industrial
Devel opnment and Export Authority. The bill noved from Commttee.

#SB372

CS FOR SENATE BILL NO. 372(TRA)

"An Act providing for and relating to the issuance of general
obligation bonds in a principal amunt of not nore than
$168, 120,000 for the purpose of paying the cost of state
transportation projects; and providing for an effective date."

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

Co-Chair Kelly announced no substantive action would be taken on
this bill at this hearing.

Co-Chair Donley spoke to this bill, sponsored by the Senate
Transportation Comm ttee, which would present a general obligation
bond proposal for voter approval during the upconm ng general
el ection. He pointed out the State has not issued a general
obligation bond for approximately 20 years. He stated that previous
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general obligation bonds for road projects have received the
hi ghest percentage of votes.

Co-Chair Donley indicated his intent to further review the matter
of a general obligation bond package during the renai nder of the
| egi sl ative session.

Senat or Austerman asked if the issuance of Gant Anticipation
Revenue Vehicle (GARV) bonds was under discussion in relation to
general obligation bonds.

Co-Chair Kelly responded that |egislation pertaining to GARV bonds
woul d i kely be heard at the next Commttee neeting.

The bill was HELD in Committee.
#SB55

CS FOR SENATE BILL NO. 55( STA)

"An Act relating to the Al aska Pioneers' Hone and the Al aska
Pi oneers' Hones Advisory Board; relating to adm ssions to,
paynment assistance for, and transfers fromthe hone; relating
to housing and services for veterans; and providing for an
effective date.”

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

Senator Ward indicated he had prepared no anmendnments to this
| egi sl ati on.

Senator W ken noved to adopt CS SB 55, 22-GS51040\J as a working
draft.

Co-Chair Kelly objected for discussion.

Senat or W1 ken recapped di scussi ons from previ ous heari ng whereby
he opined that sonme decisions regarding services for Al aska
veterans were being made too quickly. He rem nded the Commttee of
his conmments that while Alaska is the only state w thout veterans’
hones, it is also the only state with pioneers’ hones. He agreed
with the prem se of conbining the pioneers’ honmes with veteran’s
housi ng; however further efforts are necessary to achieve this.

Senat or W1 ken pointed out for exanple that it remains uncertain

whether the State’'s six pioneer honme facilities would neet the
requi red standards for veterans’ housing. He explained that federa
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requi renents prohibit senior veterans’ care in conjunction wth
ot her veterans’ services. He furthered that it has been | earned
that it is uncertain whether federal requirenents would allow the
operation of the pioneers’ homes together with veterans’ hones. He
al so stressed that the federal funding, which has been a prinmary
incentive for the establishnent of veterans’ hones in Al aska, has
not been guar ant eed.

Senator W/l ken asserted, “If we’'re going to do this, lets do it
right. Let’'s step back for a nonent and let’s |ook at the
alternatives.” He then directed attention to a spreadsheet,

"Alternatives", he had distributed [copy on file], which lists six
options: 1) Do Nothing, which he did not anticipate would occur, 2)
Stand Al one, and he referenced a 1992 study about the significant
expense of constructing a stand-al one veterans’ housing facility,
3) Convert existing Pioneers’ Hone to Veterans’ Hone, 4) Separate
Pi oneers’ / Vet erans’ Hone, dividing existing Pioneers’ hones into
separate wings for veterans and pioneers. 5) Combi ned
Pi oneers’ /Veterans’ Honme, simlar to the current operation, and 6)
Q her.

Senator W/ ken noted the proposed conmttee substitute continues to
support a proposed study of the six aforenentioned alternatives,
encourages negotiation with the federal governnent to secure
funding for veterans’ housing, and allows for the creation of a
pil ot program

Senat or W1l ken expressed his intent to reviewthis issue in a few
years to determne the option that would be in the best interest of
the pioneers and the veterans. He remarked that if “tens of
mllions of dollars” are to be expended, those funds should be
| everaged to best serve veterans, as opposed to inplenenting a
“hurried” decision that may be regretted five or ten years in the
future

Senat or Ward announced he would vote to adopt the conmttee
substitute. He spoke to a unique opportunity and tal ked about the
patriotic aspects of supporting veterans. He surm sed that changing
the nane of the State’s pioneers’ hones to reflect veterans is the
goal of the Knowl es Adm nistration. However, he al so was aware that
many Al askan pioneers do not support changing the name of the
hones. He expressed his intent to make any nanme change conti ngent
upon actual receipt of federal funds. He enphasi zed that he did not
want to |oose the opportunity to receive federal funds for
pi oneers’ hones, although he relayed that he had spoken to US
Senat or Ted Stevens and did not receive a conmtnent that funding
woul d be forthcom ng. Senator Ward predicted that sinply changing
the nane of the facilities would not guarantee receipt of federal
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f unds.

JI M DUNCAN, Conm ssi oner, Departnent of Adm nistration appreciated
the efforts of Senator Wlken with regard to the proposed commttee
substitute. However, M. Duncan pointed out that intent |anguage
alone is inadequate to denonstrate to the federal Veterans’
Adm nistration, the State’'s “true strong commtnent” to recogni zi ng
Al aska’s veterans and the intent of acconmpdating them in the
Pi oneer Hone system He suggested that changing the nanme of the
Pi oneer Homes woul d provide a necessary “tool” in negotiations with
the Veteran’s Admnistration to secure funding for veterans’
benefits.

M. Duncan referenced a letter addressed to him from Anthony J.
Principi, Secretary of Veterans Affairs dated April 2, 2002 [copy
on file.] M. Duncan asserted this letter “outlines very clearly”
the understanding between the State and the federal Veterans’
Adm ni stration that sonme current federal regulations nmay “cause us
some difficulty right now but that the federal agency is “wlling
to work with us to overcone that” even if federal legislation is
required. He predicted that federal Ilegislation would not be
necessary, but enphasized that the Veterans’ Adm nistration intends
to assist the State in preserving ownershi p and managenent of the
uni que pioneer hone system as well as seek common ground for
potential denonstration projects.

M. Duncan addressed Senator WArd's suggestion of nmaking a nane
change contingent upon an agreenent between the State and the
Veterans’ Adm nistration. M. Duncan infornmed he had not eval uated
this proposal, as it had not been previously raised either in
relation to the bill or the proposed commttee substitute.

Co-Chair Kelly pointed out that the aforenentioned letter is not a
bi ndi ng docunment or a nmenorandum of understanding, but rather it
outlines a conversation held with M. Principi.

Senator Ward noted that in negotiations between the State and | ocal
governnents, an “intergovernnental agreenment” is used and he asked
if such an agreenent woul d be appropriate in this situation.

M. Duncan clarified his testinony regarding the letter from M.
Principi that it is a “nmenorandum for the record”, which outlines
the progress to date as well as future intentions. He stated the
goal of these negotiations is that the final docunent would be a
signed agreenent between the State, the Pioneers’ Honme
adm ni stration and the federal Veterans’ Adm nistration, containing
the provisions of a new denonstration project.
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Senat or Hof f man requested Ceneral Phil QCats speak to the inpacts of
t he proposed conmmttee substitute.

PH L QATES, Adjutant Ceneral, Comm ssioner, Departnment of Mlitary
and Veterans Affairs, “truly believed” in Senator WI| ken' s support
for veterans and pioneers; however, cautioned that the conmttee
substitute woul d not acconplish the intended goals. General QCates
explained the two issues at hand: a nanme to indicate that a
facility is a hone for veterans, and a priority given to veterans.
He stated that Senator Ward's suggestion regarding a contingent
nanme change is “creative” and could possibly be inplemented in a
manner that would preserve the identity of the Al aska Pioneers

Honmes. General Oates also suggested operating under two nanes
within one structure as an alternative. He stated that instituting
a “percentage preference” of the nunber of veterans’ admtted to
t he pioneers’ homes would conply with the Veterans Adm nistration
requi rements and woul d be consistent with veterans’ hones in other
states. He clarified that the State nust “take the steps to
establish” veterans’ housing, then the Veterans’ Adm nistration
assistance would follow. He spoke of calculating population
percentages to determ ne the nunber of veterans given preference.

Co-Chair Kelly noted that because of the |imted anmount of tine
remaining in the legislative session, significant changes coul d not
be made to this bill. He recomended passing this bill from
Commttee at this hearing and suggested Senator Ward work wth
Represent ati ve Coghil |l

Senator Wlken recalled the State approached the Veterans’
Adm nistration with the intent to offer long-termcare housing to
veterans. He surm sed that because the State does not “junp ahead”
and change the nane of the pioneers’ hones, the argunment is nmade
that the State is failing to denonstrate a commtnent. He
enphasi zed this commttee substitute provides that the State woul d
expend $250, 000 to conduct a mandated report of the alternatives to
be presented to the next Legislature. He did not predict the
federal government would deny funding in this situation

Senat or Hoffrman agreed with Co-Chair Kelly that this |egislation
must be sent to the House of Representatives. He disagreed the
matter should be held until the next |egislative session because
many current |egislators mght no longer be in office. He also
poi nted out a new gubernatorial adm nistration would be in office
and that priorities mght be different.

Co-Chair Kelly directed the Commttee to address di scussion to the
notion to adopt the commttee substitute.
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Senator Ward suggested the Conmmttee adopt the commttee
substitute, but stressed the final version of this bill nust have
t he unani nous support of all |egislators.

Senator Wl ken remarked that it is irrelevant who holds | egislative
of fice during the next session. He deferred the decision to future
| awnmakers, predicting they would nake the “right decision.”

Senator O son objected to adoption of the commttee substitute.

A roll call was taken on the notion to adopt the conmttee
substitute as a working draft.

I N FAVOR. Senator Ward, Senator W/ ken, Senator Austerman, Senator
G een and Co-Chair Kelly

OPPCSED: Senat or Hof f man, Senator Lenman and Senator O son
ABSENT: Co- Chair Donl ey

The notion PASSED (5-3-1)

The comm ttee substitute was ADOPTED as a working draft.

Senator Ward “noved conmttee substitute for Senate Bill nunber 55
out of Commttee with individual recomendati ons and acconpanyi ng
notes.”

Senator Austerman pointed out the conmmttee substitute would
requi re anended fiscal notes.

Senat or Ward anended his notion to stipulate, “Revised notes is
what | neant to say; revised acconpanying notes.”

Senator W/l ken offered to work with Senator Ward to address the
concerns rai sed.

Co-Chair Kelly summarized the Commttee’s intent to pass this bil
to the House of Representatives. He warned that “political hay”
must not be made of this action, “because it could be killed Iike
that [snap fingers].”

Senator Leman commented, “1 had heard sone things earlier today
that give ne hope that we could naybe reach sonmething this year.”
He explained this pertained to the proposal of a denonstration
project, different fromthat contained in the conmttee substitute.

He expressed he is not concerned that the name change nust be nade
this year and predicted that if and when an agreenent is reached
wWth the Veterans’ Adm nistration, the nane of the pioneers’ hones
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coul d be changed.

Co-Chair Kelly noted public testinony was taken on this bill
earlier in the day.

GARY BERRY, Anerican Legion, testified that the Conmttee has “I ost
sight” of the issue. He asserted that Alaska veterans

organi zations did not “ask for very nuch” of the Legislature this
session and listed five itens including a pioneer/veterans hone and
a veterans’ hone study. He spoke of his efforts in |obbying the
Legislature for the past ten years, during which tinme “nothing has
happened.” He noted two other veterans’ hone studies have been
undertaken al ready but have had no result. He charged that one of
t he studi es was conducted by the State and was bi ased.

Co-Chair Kelly assured the Conmittee’s action in adoption the
commttee substitute is “a step in the right direction.” He
expl ai ned the process of passing |egislation through both bodi es of
the Legislature before a session adjourns. He assured the specific
| anguage contained in the commttee substitute would |ikely be
anmended.

Senator Hoffrman informed that if the | anguage were not anmended he
woul d probably vote against the |egislation.

GENE DALL, Legislative Oficer, Veterans of Foreign Wars Post 5559,
testified about the approximately 100 beds in the pioneers’ hones
that have remained enpty for four or five years. He warned that
wi t h budget reductions, an additional ten beds woul d becone enpty.
He told of waiting lists and the need for funds to staff the
facilities.

M. Dall asserted that action to create long-termcare for veterans
in Alaska nust occur while US Senator Ted Stevens is in office. M.
Dall recalled a speech made by Senator Stevens to the Al aska
Legislature in which he indicated his support of this bill. M.
Dall stressed that Senator Stevens has the necessary clout to
secure federal funding and told of the nunmerous congressional
actions taken by Senator Stevens on behalf of the various
organi zations M. Dall represents. He avowed of Senator Stevens,
“I'f he says he’'ll doit, he'll doit, and he wouldn’t say he’'d do
it if he couldn't do it.”

There was no objection and CS SB 55 (FIN) with forthcom ng fiscal
notes MOVED from Conmmttee. [Note: Fiscal notes for the Senate
Fi nance comm ttee substitute were not produced as the Senate Rul es
Comm ttee adopted a comm ttee substitute.]
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#HB447

HOUSE Bl LL NO. 447
"An Act relating to the interest rates that may be charged on
| oans by the Commercial Fishing and Agricul ture Bank."

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

DALE ANDERSON, staff to Representative Milder, testified this
| egi sl ati on “addresses the dilemm” in statute that “inhibits the
ability” of the Alaska Commercial Fishing and Agriculture Bank
(CFAB) to serve its nmandated purpose of granting |oans to Al askan
smal | busi ness enterprises.

M. Anderson detailed three events that factor into the need for
this legislation: the |owest federal reserve discount rates in
recent history; limted entry permts have begun to trade at a
significantly | ower range of $20,000 to $40,000; and a recent bank
examner’s report highlights the issue, warning that if the
statutorily inposed limtation remains, it could lead to the
erosi on of the earnings of CFAB.

M. Anderson shared that the purpose of this bill is to ensure that
the CFAB is able to continue serving its Al askan nmenber borrowers
in an efficient manner and equitably conpete with other |ending
institutions serving this unique market.

Senat or Green asked what current activities would change under the
provi sions of this bill.

M. Anderson referenced the existing “usury law that limts the
institution to five-percent over “San Francisco rates” on | oans
| ess than $25,000. He noted the CFAB is unable to service these
|l oans, as it is not profitable to do so. Therefore, borrowers
requesting |l ess than $25,000 are not served by the CFAB.

M. Anderson spoke to the uniqueness of the organizational
structure of the CFAB. He explained the institution is required to
serve mnenber borrowers “at cost” and that profits earned are
returned to the menber borrowers. He explained that because of
current restrictions, the larger |oans subsidize the expenses of
the | oans of |ess than $25, 000.

Senator G een asked why the interest rate for the snmaller loans is
not increased to cover the operating expenses.
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M. Anderson responded this legislation would allow the CFAB to
charge rates higher than the current five-percent anount.

Senator O son asked if any borrowers were present to testify before
the Comm ttee.

It was established no such w tnesses were present.

Senat or O son asked the witness how this |egislation would inpact
borrowers.

M. Anderson responded this bill would not affect “anybody”, but
rather is an opportunity for the CFAB to becone nore profitable and
to serve its nenbers. He anticipated the nmenbers woul d be “happier”
because the incone of the larger |oans would not be needed to
subsi di ze the small er |oans.

Senat or Austerman commented he normally receives feedback on
fisheries issues, but had not in regards to this |egislation.
Therefore he surm sed there were no probl ens. He pointed out that
the board of directors of the CFAB is conprised of conmmercial
fishers who are nenbers of the institution and woul d subsequently
benefit fromthis |egislation.

Senator W1l ken “noved to report House Bill 447 from Commttee with
i ndi vi dual recommendati ons and attached fiscal note.”

Wt hout objection HB 447 with acconpanying zero fiscal note #1,
dated 3/27/02, from the Departnment of Community and Econom c
Devel opnent MOVED from Committ ee.

#HB287

CS FOR HOUSE BILL NO 287(FIN)

"An Act relating to the exenption of commercial fishing entry
permits fromclainms of creditors and execution on an interest
in alimted entry permit; and providing for an effective
date."

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

PAT HARTLEY, staff to Representative Scalzi, testified that this
| egi sl ati on passed the House of Representatives unani nously. She

read a statenent into the record as foll ows.

Since enactnent of the limted entry program 28 years ago, the
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State always has held that limted entry permts are use
privilege, not property, and cannot be seized by creditors.
This legal status is an inportant el enent of Al aska fisheries
managenent system and a central factor in the State s fight
agai nst attenpted seizure of permts by the IRS [Internal
Revenue Service] and other creditors. If A askan fishernmen are
forced out of the water because creditors take their Iimted
fishing privileges, everyone in Alaska |oses and the State
could I ose sone of its control of fishing privileges to the
courts.

Section 1 of the bill renobves permts from the exenption
section of Title 9 to delete any inference that they are
sonehow property, and adds in Section 3 specific |anguage to
the Limted Entry Act, spelling out that fishing privileges
are exenpt fromclains of all creditors nmaki ng exceptions only
for | oans under the Division of Investnents, CFAB [ Commerci al
Fi shing and Agriculture Bank], and child support.

Section 2 adds language in the limted entry statute to nake
it absolutely clear that the only tinme a person may request
the transfer of an entry permt due to an execution on that
permt, is for the purpose of enforcing a lien recorded with
the Comm ssion under the statutes of the Child Support
Enf or cenent Di vi si on.

Leaving the | egal status of permts open in any way to varying
interpretation could be detrinmental to the interests of the
State and of fishernen.

Senator Ward asked for an explanation of the protection this
| egislation would place on the limted entry permts and what
parties would be prohibited fromseizing the permts.

MARY MCDOWELL, Comm ssioner, Commercial Fisheries Limted Entry
Comm ssion, responded that this legislation clarifies in statutes
the State’'s existing position that permts are not property but
rather use privileges under the control of the State. She expl ai ned
that current statutory |anguage could be “m sconstrued” and that
this legislation elimnates the possibility.

Senat or Ward asked the nunber of permts that have actually been
sei zed.

Ms. McDowel | answered that none have been seized, but enphasized it
has been “a constant struggle” particularly with the IRS.

Senator Ward asked if this legislation is therefore unnecessary

SFC- 02 (11) 05/ 10/ 02



because the efforts to date to prevent seizure have been
successful .

Ms. McDowel | informed of a recent federal bankruptcy case whereby a
court ruled that fishing privileges for a vessel are inpertinence
to the vessel, which could becone problematic for Al askan permts.
She not ed pendi ng congressional |egislation would clarify that the
federal governnment woul d recogni ze that fishing privileges have the
| egal status granted to them by the issuing entities. Therefore,
she characterized this legislation as a “w ndow of opportunity” for
the State to clarify statutes to take advantage of the future
federal |aw

SFC 02 # 94, Side B 06:25 PM

Senator Ward clarified this |legislation would ensure that permts
could not be used as collateral.

Ms. MDowell responded the permts could still be wused as
coll ateral against loans fromthe Division of Investnents and the
CFAB, but could not be held as collateral against other |oans. She
noted these restrictions are currently in statute.

Senator Lenan noted for the record he is a holder of a limted
entry permt.

Senator Hoffrman inforned is al so such a hol der.

Senator Wl ken “noved to report commttee substitute for House Bil
287 Finance from Conmmttee with individual recomendati ons and
attached fiscal notes”.

There was no objection and HB 287 MOWED from Conmttee wth
acconpanying zero fiscal notes: #1, dated 3/4/02, from the
Departnent of Fish and Gane, and #3, dated 4/26/02, from the
Department of Comrunity and Economi c Devel opnent.

#HB350
SENATE CS FOR CS FOR HOUSE BI LL NO. 350(JUD)

"An Act relating to nurder, conspiracy, crimnal mschief, and
terroristic threatening; and providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Conmittee.
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REPRESENTATIVE LESIL MCGQU RE testified this legislation is an
“omi bus honel and security bill.” She shared that this bill was
pronpted by the terrorist events that occurred on Septenber 11,
2001. She noted that she, along with representatives from the
Departnent of Law, reviewed current statutes to identify those that
could be updated to “reflect the new circunstances and security
threats that we face.” She spoke to the nunerous hearings this bill
has received and the significant efforts to “fine tune” the
| anguage.

Representative McQuire stated the intent of this bill is to provide
“tools” to allow the discouragenent of false threats and the
puni shnent of attenpts to practice terrorism while ensuring that
the provisions are not too broad. She explained that |aws
addressing crimnal mschief and terroristic threatening are
“expanded,” by specifying that intentional danage of pipelines or
facilities “that provide lifelines to communities” is a Cass A
fel ony puni shable by up to 20 years inprisonnent. She |listed water,
gas or electrical distribution systenms and elenents of the
energency responder systens as sone such lifeline facilities. She
continued that attenpts, whether successful or unsuccessful, to
damage airplanes or helicopters would be Class B fel onies.

Representative McQuire asserted that existing statutes related to
terroristic threats are ineffective. This |egislation, she stated,
classifies such offenses into terroristic threatening in the first
and second degrees. She listed false reports that cause serious
bodily harmas Cass B felonies, and intentionally threatening to
damage pipelines, utilities or transportation systens as a Cass C
f el ony.

Representative Mc@uire pointed out this bill creates new statutes
pertaining to the offense of intentionally tanpering with air and
water. She noted that «current statutes address intentional
tanpering with food and cosneti cs.

Co-Chair Kelly asked why this |legislation specifies tanpering with
aircraft and not other nodes of transportation.

Representative MCQuire replied the intent is to address areas
deened as likely targets. She did not oppose addi ng ot her vehicles
if the Commttee deened necessary. She enphasized that the burden
of proof as to the nental state of an individual causing such
tanpering is fairly low and therefore the intent is to ensure that
the vehicle tanpered with indicates the offense “is very serious
t hat coul d cause serious harm”

SFC- 02 (13) 05/ 10/ 02



Co-Chair Kelly why buses and other vehicles are not included in
this provision.

ANNE CARPENETI, Assistant Attorney CGeneral, Legal Services Section,
Crimnal Division, Departnent of Law, responded this provision
relates to current |aw adopted in 1978 and only increases the
severity of these offenses. She surm sed the reason that aircraft
was specified is due to the potential w despread harm that
intentional tanpering to these vehicles could cause.

Senator Ward asked if the provisions would apply in the event of
intentional damage to a pipeline inflicted using a boat, at a
| ocati on where the pipeline crosses a river.

Representative Mc@ire affirnmed noting that the crinme commtted
would be tanpering with a pipeline regardless of the neans
enpl oyed.

Senat or Hof f man asked about a potential small pox scare.

Representative MQuire referenced | anguage on page 9 of the bil
addressi ng bacteriol ogi cal agents, noting that naking threats of
such an outbreak would be classified as terroristic threatening in
t he second degree.

Representative McGQuire relayed di scussions held during the Senate
Judiciary Commttee hearing on this bill about the specific
identification of bacteriological, biological, chemcal, or
radi ol ogi cal substance as neaning “a material that is capable of
causi ng serious physical injury”. She stated prior |anguage read,
“a substance that could serious bodily harni and noted that
concerns were raised that this | anguage was “too broad” and could
be msinterpreted. She noted the current |anguage reflects the
federal definition

Senat or Hof f man asked about an actual intentional spreading of a
smal | pox virus as opposed to nmaking a threat.

Ms. Carpeneti responded that because the smallpox virus is
transmtted by air, the intentional release of the virus would be
classified as crimnal mschief in the second degree and a C ass B
felony. She furthered that terroristic threatening in the first
degree includes the offense of sending a real or fake
bact eri ol ogi cal agent.

Senator Ward “noved Senate commttee substitute for committee

substitute for House Bill nunber 350 Judiciary out of Conmttee
wi th individual reconmendati ons and the acconpanying fiscal notes.”
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W t hout objection SCS CS HB 350 (JUD) MOVED from Committee with a
zero fiscal note #1, dated 2/20/02 fromthe Al aska Court System
and three indetermnate fiscal notes: #3 dated 2/19/02, fromthe
Department of Law, #4 dated 2/21/02, from the Departnent of
Adm ni stration; #5 dated 2/26/02, from the Departnent of
Corrections.

#HB471

CS FOR HOUSE BILL NO 471(L&C)

"An Act increasing the nmaxi rum anount of |oans fromthe bul k
fuel revolving loan fund operated by the Alaska Energy
Aut hority; precluding certain |egal action concerning certain
technical assistance to rural utilities; relating to powers of
the Al aska Energy Authority; relating to the definitions of
"net incone' and 'unrestricted net inconme' for purposes of
determ ning the amount of the Al aska Industrial Devel opnent
and Export Authority's dividend to the state; relating to
comunities within which rural devel opnent | oans nay be nade
by the Al aska Industrial Devel opnent and Export Authority; and
providing for an effective date."

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

JESSI CA MENENDEZ, Staff to Representative Geen, testified this
| egi slation anends three “inportant” prograns of the Al aska
I ndustrial Devel opment and Export Authority (Al EDA): Al DEA divi dend
calculations, the Bulk Fuel Revolving Fund and the Rural
Devel opnent Initiative Fund. She rem nded the Comm ttee that Al DEA
is a self-supporting State agency that contributes an annual
dividend to the State general fund. She furthered that since its
inception, AIDEA has contributed or authorized $129 mllion,
i ncludi ng $29, 149,500 for the FY 03 fiscal year.

Ms. Menendez expl ained that under current statute, AlIDEA pays an
annual dividend based on the agency’'s net inconme and fund-
restricted net income. She infornmed that statute defines these two
i ncomes as “the net incone and unrestricted incone included in the
audited financial statements.” However, she stated that new
gui del i nes i nposed by the Governnental Accounting Standards Board
(GASB) no |onger include these terns and that w thout these anounts
reported, the Al DEA Board of Directors has no clear instruction of
how to determ ne the annual dividend to the State.

Ms. Menendez added that GASB standards also stipulate that any
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governnmental transfers, capital contributions or grants nust be
listed as an expense or revenue. She explained this method would
reduce the agency’'s net incone for the base fiscal year and
subsequently reduce the anmount of the dividend cal culated fromthe
audi ted financial statenents.

Ms. Menendez stated that Sections 2 and 3 of the bill address these
i ssues by defining unrestricted net inconme using the new GASB
t er m nol ogy.

Ms. Menendez continued that this legislation also increases the
maxi nrum anount of the Bul k Fuel Revol ving Fund. She descri bed the
pur pose of the fund to assist rural conmunities in purchasing bul k
fuel supplies. She spoke of the advantage for participating
communities to purchase bulk fuel in nore frequent, smaller
shi pnents; al so, shipnents to sone communities could only be nade
during certain tineframes. To accommpbdate this, she pointed out
this legislation increases the maxi num anmount of the fund from
$100, 000 to $200, 000.

Ms. Menendez next addressed Section 4 of the bill, which contains
the eligibility requirenents for the Rural Devel opnent Initiative
Fund. She expl ained this program provides funding opportunities for
those rural communities that have no other funding options
avail able. She noted the intent of this provisionis to ensure that
the | oans are awarded to the comunities for which the programis
intended. She detailed that eligible comunities would have a
popul ati on | ess of than 5,000 residents, and not connected by road
or railroad to Anchorage or Fairbanks, or have a popul ation of |ess
than 2,000 if connected to Anchorage or Fairbanks.

Ms. Menendez concluded by stressing the inportance of this
| egi sl ation, not only because AIDEA provides the State with an
annual dividend, but also because it provides prograns and
financing options to allow the establishnment and expansion of
busi nesses statew de, which subsequently provides jobs for Al aska
and hel ps diversify the econony.

BOB PCE, Executive Director, Al aska Industrial Devel opnent and
Export Authority (AIDEA) testified the intent is to naintain the
annual dividend in the current manner and that this |egislation
woul d allow that to occur. He explained the changes to the Bul k
Fuel Revolving Fund are requested because the capacity of many
updated fuel storage systens is increased and al so because the
anount of fuel that could be purchased for $100, 000 has decreased
due to higher fuel prices. He added that US Senator Ted Stevens was
successful in securing a $5 million grant for the fund.
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M. Poe stated that the provisions of this bill governing the Rura
Devel opnent Initiative Fund woul d “nake.wording that was a little
probl ematic, nmuch clearer.” He gave exanpl es of busi nesses | ocated
outside of city limts arguing for rural status, when | ending
institutions were nearby that were willing to | end noney under the
Al DEA | oan participation program

Senat or Ward asked which communities would be affected by the
changes to population eligibility for the Rural Devel opnent
Initiative Fund program

M. Poe surm sed no conmunities would be excluded. He spoke of
Settlers Bay |located near Wasilla wuld be eligible for
conventional financing. He noted the City of Bethel would not be
i npacted, although the popul ation of Bethel has increased beyond
5,000 residents, because businesses in this area would qualify for
AHFC- sponsored conventional financing.

Senator W/l ken asked if passage of this bill would change the
anount of the annual dividends.

M. Poe answered the provisions in this bill would not affect the
amount of divi dends.

Senator W1 ken next asked the status of federal funding for an
unrel ated project.

M. Poe replied the pending congressional |egislation contains an
anmendnent that authorizes the Secretary of the Departnent of Energy
to negotiate with AIDEA for a loan of up to $125 mllion. He
enphasi zed this is an authorization rather than an appropriation
and therefore subject to negotiation. He predicted the chances of
t he anendnent and the | egislation passing into | aw was good.

Senat or Austerman “noved House Bill 471 out of Conmttee.”

Wt hout objection CS HB 471 (CRA) with acconpanying zero fisca
note #1, dated 3/22/02, from the Departnment of Conmunity and
Econom c Devel opnent.

#
ADJ CQURNIVENT

Co-Chair Pete Kelly adjourned the neeting at 06:47 PM
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