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COW TTEE CALENDAR

SENATE BI LL NO. 267
"An Act establishing the Al aska veterans' nenorial endownent fund
and providing for credits against certain taxes for contributions
to that fund; relating to other tax «credits for certain
contributions; and providing for an effective date."

MOVED SB 267 OUT OF COW TTEE

SENATE BI LL NO. 268
"An Act relating to the issuance of state-guaranteed revenue
bonds by the Alaska Housing Finance Corporation to finance
nortgages for qualifying veterans; and providing for an effective
date."

MOVED SB 268 OUT OF COW TTEE

SENATE BI LL NO. 236
"An Act maki ng suppl enental and ot her appropriations for honel and
security; and providing for an effective date.™

SCHEDULED BUT NOT HEARD

SENATE BI LL NO. 238
"An Act relating to state plans and prograns for the safety
and security of facilities and systens in the state; and
providing for an effective date."”
MOVED CSSB 238( STA) OUT OF COW TTEE

SENATE BI LL NO. 240

"An Act relating to the crinmes of damaging an oil or gas
pi peline or supporting facility, crim nal m schi ef, and
terroristic threatening; making conformng anendnents; and
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providing for an effective date."”

MOVED CSSB 240( STA) OQUT OF COW TTEE

SENATE JO NT RESOLUTI ON NO. 31

Uging the United States Congress to permt the use of tax
exenpt bonds to fund | oans for veterans who served after 1976.

MOVED CSSJR 31(STA) OUT OF COW TTEE

PREVI QUS COW TTEE ACTI ON

SB 267 — No previous action to record.
SB 268 — No previous action to record.

SB 236 — See State Affairs mnutes dated 1/31/02.
SB 238 - See State Affairs mnutes dated 1/24/02, 1/31/02.
SB 240 — See State Affairs m nutes dated 1/24/02, 1/31/02.

SIR 31 — See State Affairs m nutes dated 2/7/02

W TNESS REG STER

Senator Jerry Ward

Al aska State Capitol

Juneau, AK 99801-1182

PCOSI TI ON STATEMENT: SJR 31 sponsor

John Bit ney

Al aska Housi ng Fi nance Corporation (AHFC)
4300 Boni face Par kway

Anchor age, AK 99510

POSI TI ON STATEMENT: Testified on SB 268

Laddi e Shaw
Department of Mlitary &
Veterans Affairs
PO Box 5800
Ft Ri chardson, AK 99505-0800
PCSI TI ON STATEMENT: Testified on SB 267

Pat Carothers

Al aska Vet erans Advisory Council

Juneau, AK 99801

POSI TI ON STATEMENT: Testified on SB 267

Nei | Sl otnick

Deputy Conmi ssi oner
Departnent of Revenue
PO Box 110400

Juneau, AK 99811-0400
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Frank Ri chards
St at e Mai nt enance Engi neer
Department of Transportation &
Public Facilities
3132 Channel Dr.
Juneau, AK 99801-7898
POSI TI ON STATEMENT: Testified on SB 238

John St ei ner
Eagle River, AK 99517
POSI TI ON STATEMENT: Testified via tel econference on SB 238

Joe Bal ash

Staff to Senate State Affairs Committee

Al aska State Capitol Room 121

Juneau, AK 99801-1182

POSI TI ON STATEMENT: Expl ai ned proposed CS for SB 240

Anni e Car penet i

Departnent of Law

PO Box 110300

Juneau, AK 99811-0300

POSI TI ON STATEMENT: Testified on SB 240
ACTI ON NARRATI VE

TAPE 02-7, SIDE A

CHAI RVAN CGENE THERRIAULT <called the Senate State Affairs
Commttee neeting to order at 3:40 p.m Present were Senators
Davis, Stevens, Phillips and Chairman Therriault.

The first order of business was SJR 31.

#SJR 31

SJR 31- TAX EXEMPT BONDS TO FUND VETERANS LOANS

CHAI RVAN THERRI AULT announced there was a proposed CS in
commttee nenber’s packets.

SENATOR JERRY WARD, sponsor, explained this resolution urges the
United States Congress to support HR 959 and S. 615 to anend
the Internal Revenue code to allow veteran hone |loans to be
i ssued to veterans that have served after 1977.

CHAI RMAN THERRI AULT said his staff has spoken with Senator Ward’'s

staff to discuss the proposed CS. First, a reference was
corrected and then one “WHEREAS'" was deleted. H's view is that
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t hey are asking Congress for favorable action on the H R 959 and
S. 615 so any hint of antagoni sm should be avoi ded.

SENATOR WARD endorsed the CS then said:

However, in the eyes of sone veterans, | believe
that some past Congresses have been very
ant agoni stic and not supportive of veterans. For
veterans to place their life on the line and for
Congress not to do sonething as sinple as hone
ownership, yes, | mght be alittle bit disturbed
in their action in the past and many veterans are
too. However, | don't mnd being polite if it
gets the job acconplished.

SENATOR THERRI AULT said that is what he is trying to keep in
m nd.

He asked whether nenbers had questions for John Bitney of AHFC
regardi ng the housing | oan nmethod and there were none.

He extended his apologies to Senator Ward for not giving him a
copy of the CS earlier but the draft amendnment was finished just
before the neeting convened. The CS sinply changes the tone of
the “WHEREAS’ on page 2 lines 15 through 18. The anendnent reads
as foll ows:

BE IT RESOLVED that the Alaska State Legislature
respectfully urges the 107'" United States Congress to
support H R 959 and S. 615 to renobve the portion of
the Internal Revenue Code which restricts access to
state veterans’ hone |oan prograns for veterans who
served after 1976 so they and their famlies may enjoy
the sane benefits as their earlier counterparts.

SENATOR PHI LLIPS nade a notion to adopt the conmttee substitute
22-LS097\ C Cook 2/12/02 as the working docunent. There being no
obj ection, the notion was adopt ed.

SENATOR PHI LLIPS nmade a notion to adopt the proposed anmendnent
#1. There being no objection, anmendnent #1 was adopt ed.

There was no additional testinony.

CHAI RVAN THERRI AULT called attention to the zero fiscal note.
There were no further questions or amendnents.

He asked for the will of the commttee.
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SENATOR PHILLIPS nade a notion to nove CSSJR 31(STA) and zero
fiscal note fromcommttee with individual recommendati ons.

There being no objection, CSSIJR 31(STA) and fiscal note noved
fromcomittee with individual recomrendations.

#

#SB 268

SB 268- GUARANTEED REVENUE BONDS FOR VETERANS

JOHN BI TNEY from the Al aska Housi ng Fi nance Corporation expl ai ned
that Alaska is one of five states that qualifies to issue tax-
exenpt bonds under the IRS code. The bonds are issued to provide
home nortgages for qualified veterans. This program defines a
qualified veteran as soneone who served in the United States
Armed Services prior to January 1, 1977. Because there is a
di m ni shing pool of qualified veterans, they anticipate that the
next requested $500 million bond authorization will be the [ast
unl ess Congress takes action as requested by SIJR 31. The nature
of the tax exenption in the IRS code requires that the state
provi de a guarantee behind the bonds. SB 268 takes that question
to the general election ballot for the voters to approve as a
general obligation of the state. As a matter of record, he stated
this does not cost the state nobney from the treasury. The
structure is such that the nortgages that the bond proceeds
purchase are pledged against the debt and are used to repay that
debt. This guarantee helps the state to qualify for the tax
exenption but it does not cost the state. In the view of the
rating agencies, this structure does not |limt the state’'s
general obligation bond capacity.

He said it is a good program and he asked the commttee to take
favorabl e action.

CHAl RMAN THERRI AULT asked if he would be back to ask for
i ncreased authorization if Congress acts favorably on H R 959
and S. 615 because this bill wouldn’t cover the expected demand.

MR. BI TNEY replied he woul d probably be back in 2004 if the bills
pass, but if Congress did not take action, this authorization
woul d last until about 2010 when the program woul d nost probably
end.

CHAI RMAN THERRI AULT noted the fiscal notes from the D vision of
El ecti ons and AHFC.
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There was no further testinony and no anmendnents were offered. He
asked for the will of the commttee.

SENATOR PHI LLI PS asked to be exenpt fromvoting to nove the bil
because he works for the state’'s |argest nortgage conpany and it
m ght be perceived that he is benefiting.

CHAI RVAN THERRI AULT thanked him for his disclosure but objected
to his exenption.

SENATOR PHI LLI PS made a nption to nove SB 268 and attached fi scal
notes fromcommttee with individual recommendati ons.

There being no objection, SB 268 noved from commttee.
#

#SB 267

SB 267- ALASKA VETERANS' MEM ENDOWENT FUND

LADDY SHAW state director for the Departnent of Mlitary and
Veterans Affairs, described the bill as a grant program for
mai nt enance, repair, replacenent, enhancenent of and addition to
any veteran's nenorials or nonunments to veterans and the mlitary
in the state.

The bill proposes to finance the fund through appropriations as
well as contributions that will be eligible for certain state
corporate tax credits.

Presently they have $125,000.00 in the bank and are working to
col l ect another $20,000.00 that is already pledged. They have
of fered that $20,000.00 to the Vietnam Veteran’s Mwving Wall for
comng to Alaska and as a part of a nationw de non-profit program
to provide information about Vietnam veterans.

He said he represents 68,000 veterans and about 30,000 mlitary
menbers in the state. They are asking the committee to pass SB
267 thus giving these people the honor and recognition they
deserve.

SENATOR PHILLIPS commented it meant a lot to him personally to
see the Moving Vietnam Wall at the Parks Strip in August.

MR. SHAW agreed that having the wall in the state was very
meani ngful. He said that although they have had a trenendous
anmount of volunteer help, a nunber of nenorials are in disrepair
and there is no noney for their repair or for new nenorials such
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as one to honor the Alaska Territorial GGuard. Sone private
i ndi vidual s feel strongly enough that they are going out on their
own to ask for donations.

When they cane up with the present idea as an initiative they
were overwhelnmed with the support they received. Any support the
commttee is able to give would be appreci at ed.

SENATOR PHI LLI PS asked whether the nmpnunent for the Lend-Lease
Act woul d qualify.

MR. SHAW said construction or repair of any nonunent that deals
with any area of mlitary and veterans’ affairs would be covered.

SENATOR PHI LLIPS commented he hopes it would fit because there
were a lot of men and wonen involved in that effort.

CHAI RVAN THERRI AULT said this just adds another option to the
exi sting tax exenption but he wasn't clear which tax types this
credit applies against.

MR. SHAW asked that the representative from the Departnent of
Revenue answer those questions.

MR. NEIL SLOTNI CK, deputy comm ssioner of Departnment of Revenue,
informed nenbers the tax credit applies against a nunber of
types. It is the insurance premuns tax AS 21.89, the corporate
income tax AS 43.20, oil and gas severance tax AS 43.55, oil and
gas property tax AS 43.56, mning and license tax AS 43.65,
fisheries business tax AS 43.75 and the fish landing tax AS
43.77.

CHAIl RMAN THERRI AULT explained that you get 50 percent of vyour
first $100, 000.00 and 100 percent of your second $100, 000.00 for
a total of $150,000.00. You may only get this once in any tax
year from any of the sources. Basically, this allows people to
direct their tax dollars to a specific purpose. This is allowed
in education as well and now the corporations will be able to
choose between the two options.

There were no further questions on the technical nechanisns of
the bill.

PAT CAROTHERS, Chairman of the Al aska Veterans Advisory Council
said he was present to solicit support to nove the bill forward.

There was no further testinony.
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CHAI RVAN THERRI AULT noted there was no prepared CS and he had no
anendnent s.

SENATOR PHI LLIPS made a nption to nove SB 267 and fiscal notes
fromcommttee with individual recomendati ons.

There being no objection, SB 267 nove fromcommttee.
#

#SB 238

SB 238-SECURI TY OF FACI LI TIES AND SYSTEMS

CHAI RVAN THERRI AULT announced there was a proposed CS. In the
original bill there was discussion in Section 1 regarding
granting the Departnment of Transportation and Public Facilities
(DOT/PF) the power to levy fines at airport facilities. This
section was dropped. In Section 3 there was concern about the
| anguage exenpting orders fromthe Admi nistrative Procedures Act
(APA) to boards and comm ssions that have regulation adoption
authority. Language granting the authority to exenpt orders from
APA was dropped.

FRANK RI CHARDS, mai ntenance engi neer for the DOI/PF, apologized
for the confusion wthin the DOI/PF for not providing
clarification to sone of the questions raised at the |ast hearing
of the bill

He said he would like to address Sections 1 and 3 as they were
witten in the original bill and perhaps provide clarification to
Section 1 so nenbers could understand, from the departnent’s
perspective, where they have had difficulties admnistering the
Federal Aviation Adm nistration (FAA) mandated security prograns.

The FAA requires 18 airports in Al aska to have security prograns.
Two of those airports are in Anchorage and Fairbanks and the
remaining 16 make up the rural system There is not an on site
FAA security coordinator at these rural airports so the airport
operator is responsible for adm nistering the security prograns.
When there are violations of the progranms, the airport is held
responsi bl e. Under the new revisions to part 107, which went into
effect in Novenber 2001, the FAA now has the ability to cite the
ai rport and individual violators.

Al though the DOT/PF is charged with admnistering the security
prograns, they have no enforcenent abilities. If they observe a
violation they have no ability to deter those violations in the
future.
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Where |aw enforcenment officers are available, they are able to
charge violators with a misdenmeanor with a maxi num $500.00
crimnal violation. SB 238 would allow them to inpose civil
adm nistrative penalties of up to $1,100.00 per incident.
Currently, the FAA may assess a civil penalty of up to $1,100.00
against the DOI/PF for violating any of the security prograns.
Al t hough the FAA considers the DOT/PF to be the violator, nearly
all violations are the result of action by an enployee of a
tenant or contractor. At the international airports where they
have | aw enforcenent capabilities, they are able to restrict a
violator’s access badge, but they are not anxious to do this
because it essentially takes away their |ivelihood.

They would Ilike to identify violations and then attach
appropriate fines to those violations. The scale would be
graduated and the nobst serious violators would be levied the
$1, 100. 00 fi ne.

Rural airports receive security inspections about once a year so
for the mpjority of the tine there is no federal oversight.
Nonet hel ess, the requirenents are in place at all tines. It is
their hope that the bill with Section 1 would nove forward to
hel p them provide a better operation of the airport system

MR. RICHARDS brought wup the treatnent of Section 3 in the
proposed CS.

CHAI RVAN THERRI AULT stated he spoke with Senator Cowdery and
advised him that the bill would probably nove to the
Transportation Commttee w thout Section 3. He recommended that
M. Richards argue that transportation related issue before that
committee.

He then disagreed with the DOI/PF s reluctance to renove an
i ndividual’s security badge for security violations. This is an
effective nethod of getting conpliance and individuals that have
conpliance difficulties mght be better off in a different type
of job. He didn't see a problemusing that avail abl e nechani sm

MR. RICHARDS replied it is a matter of progressive discipline. If
an enpl oyee is escorting soneone w thout a badge and that person
| eaves a secure door open, the person wth the badge is
responsible for that act. Taking that individual’s badge away
limts their access to a secure area and therefore limts them
from doing their job. They felt they that if they were able to
levy a civil penalty, that would Iimt their unacceptable
behavi or w thout putting them out of a job. Across the country,

SENATE STA COW TTEE - 9- February 12, 2002



it is those mnor violations that are the nost preval ent security
br eaches.

CHAI RVAN THERRI AULT asked whether the state couldn’t pass a fine
down to the contractor if the violator was an enpl oyee of that
contractor.

MR. RI CHARDS agreed they could do so. Under the new part 107 for
airport security, the FAAis able to cite the airport as well as
the individual. The individual includes not only the person but
t he enpl oyer.

CHAI RVAN THERRI AULT asked if other comittee nenbers had
guestions regarding the section the proposed CS drops from the
bill.

SENATOR STEVENS said he was still unclear why he mght want to
return to the original version of the bill. Everything is already
in place and Section 1 sinply gives authority to the state to
levy a fine on FAA requirenents. This is why he requested that
Section 1 be renoved originally. It gives authority to levy a
fine based on an FAA requirenent not a state requirenent. The
contract the DOI/PF has with the tenant says that if they are in
violation of an FAA code they will pay. He’'s in full agreenent
with that, but doesn’t understand why the DOI/PF still wants the
authority to levy a fine when there is already a crimnal fine, a
civil fine and the ability to renove a violator’s badge.

MR. RICHARDS replied the major problens have conme fromthe rura
airports that have no law enforcenent officers in security
positions. Normally, there are just three or four individuals at
these small airports and they perform security functions, airport
rescue and fire fighting functions and equi pnent operation. They
are charged with admi nistering security prograns and at tines it
is difficult for them when they have airport tenants w th badges
who have been given security training but they are not conplying.

CHAI RVAN THERRI AULT asked if they are state enpl oyees.

MR RICHARDS told him state enployees are admnistering the
security program but it’s the tenant or general public that may
violate the security plan.

SENATOR STEVENS said that’s his point of concern. Each of the
regi onal operators would have the authority to levy a fine based
on an FAA regulation not a state regulation. There's already a
contract in place with the tenant that says if you violate you
will be subject to FAA sanctions. This gives the regional
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operator the ability to levy a fine based on his interpretation
of a violation of a federal |aw and circunvents the contract that
is already in place. He recommended noving the CS as drafted.

CHAI RVAN THERRI AULT said he drafted the CS so there could be
forward nmovenent on parts of the bill they could agree upon. M.
Ri chards woul d have the opportunity to argue his point before the
Senate Transportation Committee.

He asked M. Steiner fromthe Anchorage Attorney Ceneral’s office
whet her he had sonmething to add to the di scussion.

JOHN STEINER testified via tel econference that his priority tasks
are to represent the Anchorage and Fairbanks International
Airports but he al so provides assistance and support to the rural
airports. In that capacity, he is very famliar with the security
situation. One of the reasons the civil penalties were requested
was because the FAA has traditionally penalized the State of
Al aska whenever there is a tenant or enployee security violation
and these violations go down on the state’ s record.

SI DE B

Even though Senator Stevens was correct in stating that the FAA
can now penalize individuals, they believe the airport wll also
be penalized for any <contractor violation because those
individuals are carrying out the airport security plan. One of
the difficulties with the current situation is that the penalties
are either very onerous or very cunbersone. There is no question
the airport needs a nechanism to ensure that violations such as
security doors being left ajar don’t happen; but for soneone to
| ose their job or be thrown in jail because of such an infraction
is too harsh. Gaduated penalties would be nore effective and
easier to use.

There were no questions for the wtness.

SENATOR STEVENS nade a notion to adopt 22-GS2091\C Banni ster
2/ 12/ 02 as the working docunent. There was no objection.

CHAl RMAN THERRI AULT stated he had no prepared anendnents to
either the original bill or the CS and there was a zero fiscal
note fromthe DOT/PF. He noted the title of the bill changed but
it is a little broader making it possible for Section 1 to be
reinserted in a subsequent hearing in another commttee.

He asked for the will of the committee.
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SENATOR STEVENS made a notion to nove CSSB 238(STA) and the
fiscal note fromconmttee with individual recommendations. There
bei ng no objection, the bill noved out of conmttee.

#

#SB236
SB 236- HOVELAND SECURI TY APPROPRI ATl ONS

CHAI RMAN THERRI AULT announced they have received a series of
spreadsheets from legislative finance that separate capital
budget itenms fromthe 2002 and 2003 budget itenms. They hadn’t had

the opportunity to thoroughly analyze them so the bill would not
be heard that day.

#

#SB240

SB 240- TERRORI STI C THREATENI NG PI PELI NE DAMAGE

CHAI RVAN THERRI AULT announced there is a proposed CS for SB 240.

JOE BALASH, Staff to Senate State Affairs Conmittee, explained
the work draft does two things. First, it adopts the anmendnents
that the Departnent of Law recommended in previous hearings.
Those have to do with maki ng damagi ng pipeline or facilities part
of the conspiracy statutes. It also incorporated changes to
murder in the first degree.

The maj or change occurs on page 4 where the crimnal mschief
statutes are discussed. Originally, a separate crinme of
intentionally damaging a pipeline or an oil or gas facility was
created as a class A felony. Under current law, that particular
crinme is crimnal mschief in the first degree and classified as
a class B felony. Rather than create a separate |aw, they nade
crimnal mschief in the first degree a class A felony,
acconplishing the same thing. Al the other crines wthin
crimnal mschief in the first degree neet the requirenents of a
class A felony, which nmade it easier to nove that crine up.
Problens arose in crimnal mschief in the second degree because
part of crimnal mschief in the second degree is tampering with
a pipeline or oil and gas facility. That is sonething the
departnment wanted to nove up in classification to a class B
felony. The only way to do that was to pull everything el se out
of second degree and put theminto third degree. This eventually
resulted in a cascading effect when third degree becane fourth
degree and fourth degree becane fifth degree. Al of the
classifications of felonies and m sdeneanors al so noved down the
scale. Al the changes in references in various statutes are
reflected in the CS
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CHAI RVAN THERRI AULT rem nded nenbers that the Attorney Ceneral’s
of fice had suggested that the original bill structure wuld avoid
t he cascadi ng and renunbering effect. However, the result of that
troubled the legislative legal counsel because the existing
crimnal mschief section would have this new |aw tacked on
instead of incorporated into the list. The CS follows the
suggestions of the legislative legal drafters to keep the
statutory structure as clean as possible.

He asked if nenbers had questions for M. Balash on the structure
of the CS.

SENATOR STEVENS asked if there are already guidelines for the
fourth and fifth degrees.

MR. BALASH said that would be a nore appropriate question for
M's. Carpeneti.

ANNI E CARPENETI from the Department of Law said the crinmes are
sinply being reclassified. She added it does not change the
sentenci ng provisions for the cascadi ng of f enses.

SENATOR STEVENS said he can certainly understand bringing in gas
pipeline or oil pipeline supporting facility but questioned
including an airline or commercial vehicle. He asked if this
means that anything that is done to an aircraft that exceeds
$500.00 is automatically a second-degree crimnal nischief
vi ol ati on.

He said he was referring to page 5, Section 9 and wondered if the
reference to an airplane includes both private and conmerci al .

MRS. CARPENETI said this is existing |law and does include all
aircraft. Currently this is a class C felony and she thought the
original drafters of the crimnal code intended for this to be
broad based because of the potential harmto people and property
when anyone tanpers with aircraft.

SENATOR STEVENS thought there should be varying degrees of
puni shment based on the size of the aircraft.

CHAI RVAN THERRI AULT offered the thought that whether it is a
Cessna or a larger aircraft there is the potential for the |oss
of life.

SENATOR STEVENS responded one is a catastrophic loss of life and
one could be crimnal mschief. In his opinion, there is a
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di fference between the intent to damage an aircraft that is worth
$50, 000.00 to $100,000.00 versus a 60 passenger or |larger
airline.

MRS. CARPENETI said the schene of crimnal mschief does allow
for that. There is charging discretion in the prosecutor’s office
to account for the differences in harmto people and property.

CHAI RVAN THERRI AULT asked if she agrees that the CS contains the
substance of what the Departnent of Law suggested.

MRS. CARPENETI thanked the Chairnman and said they are in support
of the substantive changes and understand the rationale behind
setting it up this way.

There was no further testinony.

CHAl RMAN THERRI AULT asked for a noti on.

SENATOR DAVIS nmade a notion to adopt the 22-GS2097\F Luckhaupt
2/ 12/ 02 version as the working docunent.

There was no objection.

SENATOR THERRI AULT noted there were no proposed anendnents and
the fiscal notes from the Departnent of Law and the Public
Def ender Agency were zero.

He asked for the will of the commttee.

SENATOR DAVI S nade a notion to nove CSSB 240(STA) and two fisca
notes fromcommttee with individual recommendati ons.

There being no objection, CSSB 240( STA) noved fromcomittee.
#

There being no further business to cone before the commttee,
Chai rman Therriault adjourned the neeting at 4:45 p. m
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