HOUSE FI NANCE COWM TTEE
April 23, 2003
1: 36 PM

TAPE HFC 03 — 61, Side A
TAPE HFC 03 - 61, Side B
TAPE HFC 03 - 62, Side A
TAPE HFC 03 - 62, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 1:36 PM

MEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative M ke Chenaul t
Representative Eric Croft
Representative Ri chard Foster
Representati ve M ke Hawker
Representative Carl Mses
Representative Kevin Meyer, Vice-Chair
Representative Bill Stoltze
Representative Ji m Wi taker

VEMBERS ABSENT

Represent ati ve Reggi e Joul e

ALSO PRESENT

Representative Cheryl|l Heinze; Representative Lesil MQire;
David Brewster, Staff, Representative M ke Hawker; John A
Barnes, Al aska Business Unit Manager, Marathon G| Conpany;
Chuck Logsdon, Chief Petroleum Econom st, Departnent of
Revenue; Mark Meyers, Director, Division of Ol and Gas,
Department of Natural Resources; Jill Ceering, O D., Juneau,
David Katzeek, ANB, Juneau; Eddy Jeans, Manger, School
Finance and Facilities Section, Departnent of Education and
Early Devel opnent.

PRESENT VI A TELECONFERENCE

Sar ah Fi sher-Goad, Al aska Industrial Devel opnent and Export
Aut hority; Valerie Wal ker, Deputy-Director, Finance, Al aska
| ndustri al Devel opnent and Export Aut hority; Erik
Christianson, OD., Ketchikan; Bob Palner, Acadeny of
Opht hal nol ogy, D. C; Carl Buznego, M D. , Acadeny  of
Opht hal nol ogy, Florida; Cheryl Lentfer, O D. Anchorage; Dr.
Carl Rosen, MD.; Gary Jackson, Patient; Douglas Giffin,
Director, Alcoholic Beverage Control Board; Bob Klein,
Al coholic Beverage Control Board; Mke Gordon, Alcoholic
Beverage Control Boar d; Mat t Larry Jones, Executive
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D rector,

Parol e Board, Departnent of Corrections, Mbose's

Toot h, Anchor age.

SUMVARY
HB 61

HB 142

HB 165

HB 203

HB 234

"An Act est abl i shing an expl oration and
devel opment incentive tax credit for persons
engaged in the exploration for and devel opnent of
| ess than 150 barrels of oil or of gas for sale
and delivery without reference to volune from a
| ease or property in the state; and providing for
an effective date."

HB 61 was HEARD and HELD for further
consi derati on.

"An Act relating to provider responsibility for
ocul ar postoperative care; and providing for an
effective date."

HB 142 was heard and HELD in Commttee for further
consi derati on.

"An Act relating to comunity schools; and
providing for an effective date."”

CSHB 165 (HES) was REPORTED out of Conmittee with
“no recommendation” and a new zero fiscal note
from the Departnment of Education and Early
Devel opnent .

"An Act relating to the definitions of 'net
i ncone' and 'unrestricted net incone' for purposes
of calculating the dividends to be paid to the
state by the Alaska Industrial Devel opnent and
Export Authority; and providing for an effective
date."

HB 203 was REPORTED out of Conmttee wth a “do
pass” recommendati on and one previously published
zero fiscal note fromthe Departnent of Community
and Econom c Devel opnent.

"An Act relating to brewpubs, and continuing the
exi stence of the Al coholic Beverage Control Board,
and providing for an effective date."

CSHB 234 (FIN) was REPORTED out of Conmttee with
i ndi vi dual recommendati ons, a previously published
zero fiscal note from the Departnent of Revenue
(#1) and a new fiscal inpact note from the
Department of Public Safety.
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#hb203
HOUSE BILL NO._ 203

"An Act relating to the definitions of 'net inconme' and
"unrestricted net income' for purposes of calculating
the dividends to be paid to the state by the Al aska
| ndustri al Devel opment and Export Authority; and
providing for an effective date."

Representati ve Hawker MOVED to report HB203 out of Conmmttee
with individual recomendations and the acconpanying fiscal
not e.

There being NO OBJECTION it was so ordered.

HB 203 was REPORTED out of Commttee with a “do pass”
reconmendati on and one previously published zero fiscal note
fromthe Departnent of Community and Econom c Devel opnent.

#hb61
HOUSE BILL NO 61

"An Act establishing an exploration and devel opnent
incentive tax credit for persons engaged in the
exploration for and developnent of Iess than 150
barrels of oil or of gas for sale and delivery w thout
reference to volunme from a |ease or property in the
state; and providing for an effective date."

Representative Chenault MOVED to ADOPT Committee Substitute,
Wrk Draft 23-LS0270\Q (4/15). There being NO OBJECTION it
was so ordered.

REPRESENTATI VE M KE CHENAULT, SPONSOR, provided information
about the bill. He read from a shortened Sponsor Statenent
as follows:

HR 61 creates a new inconme tax credit to encourage
i ncreased exploration and devel opnent of natural gas
reserves south of the Brook Range. To qualify for
the credit, operators nust successfully drill and
devel op reserves that produce natural gas for sale
and delivery. This is a successful efforts bill,
which neans that no credits will be given for dry
hol es or for exploration that is not devel oped.

Currently, the Cook Inlet continues to have great
potential for additional natural gas devel opnent
O her Al aska basins outside of the North SIope have

simlar potential. However, the conbination of
exploration risk, hi gh  devel opnent costs and
historic low natural gas prices has <created a
disincentive to drill for new reserves as conpared

to other areas of the world. By providing a credit
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for successful efforts, nore exploration will occur
in Southern Alaska leading to much needed new

nat ur al gas reserves. This wll benefit al |
residents and businesses at no direct cost to the
st at e.

In addition to the benefit of developing new gas
reserves, increased Cook Inlet drilling wll also
aid the general economc status on the Kena

Peni nsula and in Anchorage as well as other areas of
Al aska. Mor eover , increased tax revenue from
addi tional hydrocarbon production wll nore than
of fset any fiscal inpact fromthe proposed credit.

JOHN A. BARNES, ALASKA BUSI NESS UNI T MANAGER, MARATHON O L
Di scussed slides froma power point presentation as follows:

HB 61 — What does it Do?

*Draws nore E&P Investnents to Al aska

*Creates incone tax credit to encourage exploration and
devel opnent of gas reserves south of Brooks Range
ePrimary focus is on Cook Inlet, but applies to other
Al aska basi ns

*Focus is on natural gas.

eLevels the playing field sonmewhat with other
expl oration opportunities around the worl d.

*Applies to 10% of Qualified Capital Investnent
*Applies to 10% of Qualified Expense

*May offset no nore than 50% of corporate inconme tax in
any one year (up to five additional years)

*Only applies to successful efforts.

Il ncentive can be factored into project econom cs.

HB 61 — Wiy is it needed?

eCurrently there is not enough Al aska E&P Activity
*Natural Gas Reserves have been and are continuing to
decline in the Cook Inlet.

—Current Cook Inlet proven natural gas reserves are
estimated at 2 TCF

*(Based on DNR DOG 2002 report, |ess 2002 production)
*Despite recent increase in Cook Inlet exploration
activity, reserves are not being replaced on an annual
basi s

*Cook Inlet deliverability has declined over |ast
several years.

M. Barnes referred to a graph illustrating the relationship
bet ween Cook Inlet supply and demand (copy on file).

*Supply and demand rationalization is occurring.

—Not enough gas to feed | ow price consuner.

—Gas price increasing
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Enstar average gas cost (WACOG $2.55/ ncf

*Mbst recent Enstar contract gas price $2.75 to Henry
Hub

eHenry Hub recently over $9. 00/ ncf

eCurrent proven reserves — 2000 BCF

—Approximately 10 year production life, assumng no
decl i ne.

ePotential Gas Comm ttee Resource Estimates

—Pr obabl e Reserves — 1050 BCF

—Possi bl e Reserves — 2100 BCF

Stinmulates Cook Inlet, and potentially other basin
expl oration.
*Aids in mintaining Cook Inlet 200+ BCF/ year
producti on.

—Equi valent to a 13th npnth of North Sl ope Producti on.

*Provides gas for Cook Inlet wutilities, industrials,
jobs, royalties, taxes.

eIncentive will be clearly positive to State of Al aska,
factors are...

—How many devel opnents will be incentivized?

—How rmuch gas will be discovered?

—What will be the gas sales price (royalty value)?
—How much will be spent for exploration and
devel opnment ?

—Successful efforts driven — no incentives for dry
hol es

*Conceptual Estimate of Inpact, assunptions:
—Varied field size fromO to 500 BCF
—Devel opnent Cost $0. 50/ ncf
—Royalty — 12.5%
—Severance Tax — 7.5%
—Ad valorem - 2. 7%
—Gas sales price - $2.50/ ncf

M. BarneseBased on conceptual nodel, State of Al aska
receives from $3 to $10 additional revenue for each $1
of tax credit.
*Credit is needed now
—Not enough exploration in Cook Inlet to nmeet denand.
—Ot her areas of state need exploration and devel opnent.
—New di scoveries will take a mninum of 3 years to
bring to first gas

Success Measures

eI ncreased Lease Activity

eIncreased Drilling Rig Activity
*Increased Construction Activity

eI ncreased Production and Deliverability
*Credits Applied to I ncone Tax
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—For every dollar of credit approximately ten dollars
were spent successfully developing new reserves, and
ultimately payi ng new t axes!

Representative Croft referred to the sponsor statenent that

noted “historic low natural gas prices”. He then conpared
this with page 8 of the presentation, which noted “gas price
I ncreases”. He asked why the increased prices would not

create a natural incentive for exploration.

M. Barnes acknow edged that price increases provided sone
incentive. He noted that exploration was a risky business,
and offered no guarantees of success. He pointed out that
the time lag between price shifts and discovery of new
supplies could cause potential damage to |local industry. He
drew the analogy that stores run sales to encourage
activity.

Representative Croft acknow edged the potential benefit of
the bill if it created activity that would not occur w thout
it. He observed that it was difficult to determ ne whether
the conpany would have increased exploration wthout the
incentive, but conceded that if only one out of ten new
reserves were developed due to the bill, the state would
“break even”.

Representative Stoltze asked if a “double dip” was possible
if a conmpany took a reduction for royalties and also for
Agrium [ Conpany] .

Representative Chenault maintained that the bill did not
allow for nultiple incentives.

Representative Croft asked for clarification, and observed
that a producer mght qualify for the tax credit, and then
not have to pay the royalty that they would have passed on
to Agrium

Representative Whitaker suggested that any double credit
woul d be very m nimal .

Co-Chair Harris referred to sub section (g) “A taxpayer who
obtains a credit under this section may not claim a tax
credit or royalty nodification provided for under any other
title.” He observed that the bill pertained to corporate
incone tax, no nore than 50 percent of the tax owed to the
State in any year, and that to qualify a project nust be
producing gas or oil for the state of Al aska. He specul ated
that the potential risk for the State m ght be a portion of
corporate inconme tax, but that this would be offset by a
greater anount of royalties and severance. He asked whet her
the risk was m nimal conpared to the potential gain.
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M. Barnes concluded that successful exploration would
reward the producer wth corporate tax credit, and the
hi gher production level would reward wth additiona
revenue.

Co-Chair Harris noted that the bill provided incentive for
producers to invest into Al aska as opposed to other areas or
countries.

Representative Hawker referred to the successful efforts
restriction in the bill and asked whether the proposed
investnment tax credit would apply to expenditures that were
for an existing reserve, rather than a new reserve.

M. Barnes comented that the intent was to qualify
expenditures for bringing to production new reservoirs. He
defined those new reservoirs as those in which no sales had
previously occurred, whether a new or existing reserve.

In response to a question by Representative Hawker, M.
Barnes confirnmed that if a producer found product in an
existing well, those devel opnment expenditures would qualify.

Representati ve Hawker referred to t he qual i fyi ng
expenditures | anguage. He asked if the bill acconmodated a
situati on when noney was expended in a particular year and
the reserve produced after the end of that tax year. He
suggested that an accounting problem mght exist in the
| anguage.

M. Barnes observed that this accounting question had not
been previously addressed. He assuned that, in such a
progressive project, expenditures were held in aggregate and
accounted for when product was sold.

Representative Hawker referred to page 2, line 7, stating
that qualifying expenditures nust be “nmade for assets first
placed in service in the state during the tax year in which
the credit is clainmed”. He speculated that if a credit
could not be clainmed until a reserve was proven, it would
exclude any expenditures made in the exploration process
prior to the year in which the reserve was proven

In response to a question by Representative Witaker, M.
Barnes reiterated that the credit would apply to production
fromeither an existing well or a new reserve that produced
new gas sal es.

Representative Witaker referred to page 2, line 7, and
asked if M. Barnes was satisfied with the existing
| anguage.

CHUCK LOGSDQN, CH EF PETROLEUM ECONOM ST, DEPARTMENT OF
REVENUE testified via tel econference. He was not able to
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comment on the |anguage. He stated that he assuned the
credit could be taken after an asset was placed in service,
but noted that this may not be the correct interpretation.

MARK MEYERS, DI RECTOR, DIVISION OF OL AND GAS, DEPARTNMENT
OF  NATURAL RESOURCES concurred wth M. Logsdon* s
interpretation of the credits being transportable.

Representative Croft noted that the |anguage nade a
distinction between qualified capital i nvestnents and
qual ified services. He maintained that qualified capital
i nvestnment could be carried over, whereas qualified services
(such as labor) were in question. He noted that a
distinction was made between expenditures for capital
investnment, and for the services that could apply only to
the specific tax year.

HB 61 was HEARD and HELD for further consi deration.
#hb165
HOUSE BILL NO 165

"An Act relating to community schools; and providing
for an effective date."

Co-Chair WIllianms stated that public testinmony on this bill
had concluded at its previous hearing. He noted that the
bill would repeal the Community Schools grant program and
observed that currently 80 percent of schools in the program
received grants of roughly $5 thousand annually. He stated
that the Adm nistration viewed the grant program as having
been intended only to provide support to initiate community
schools prograns, and that this goal had already been
achi eved.

EDDY JEANS, MANAGER, SCHOCL FI NANCE AND FACI LI TIES SECTI ON,
DEPARTMENT OF EDUCATION AND EARLY DEVELOPMENT provi ded
clarification on the bill. He responded to questions raised
in previous testinony about the spreadsheet prepared by the
Department of Education and Early Devel opnent (“Conmunity
School s Expenditures and Grants, Prepared 3/12/03”, copy on
file).

M. Jeans noted that the spreadsheet had reflected
expenditures for comunity services. He provided a
departnental regulation definition of comunity services:
activities provided by the school or district for the
purpose of relating to the conmunity as a whole, or sone
segnent of the community, not directly related to providing
education for students. He |isted exanples such as
recreation, public libraries, civic activities, public radio
programs, comunity welfare activities and childcare in
residential day schools. He quoted the Community School s
statute, wunder purpose and intent: Community School s
pronotes nore efficient use of school facilities through the
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extension of buildings and equipnment beyond the nornmal
schools day. He explained that the Departnment aggregated
expenditures for activities that occurred “outside the
normal school day” in preparing the figures in the
spr eadsheet . He pointed out that there is a separate fund
called “comunity schools”, where districts deposit the
grant and matching funds for the specific purpose of
Communi ty School s prograns. The spreadsheet had included
expenditures for all comunity services and not just for
comuni ty school s.

Representative Croft asked if the total of $500 thousand
reflected all community services or just comunity school s.
M. Jeans confirmed that this anount represented the tota
grants provided to schools. He noted that the previous
colum (Conmmunity Schools FY02 Expenditures) reflected al
comunity services, and not just functions of the grant
program

Co-Chair Harris observed that the areas nost affected by the

| egislation were rural areas. M. Jeans clarified that
these areas reflected 100 percent funding of prograns by the
grant funds. He maintained that these schools were

accounting for some of their operating costs elsewhere in
t heir budgets.

Co-Chair Harris noted that in rural communities, the schools
were the center of community activity, whereas larger cities
had other options for activities. He asked if any neans
existed to lessen the effect on rural comunities of the
resulting decrease in availability of facilities.

M. Jeans specul ated that the facilities would remain open.
He subnmitted that a grant of $1,500 would not keep a school
open for a significant period. He suggested that other
resources were already being used to support activities.

Co-Chair Harris asked that the fiscal note which reflects a
savi ngs of $500 thousand be zero since it was already zeroed
out of the budget.

M. Jeans stated that the Departnent had previously
acknow edged that the program was zeroed out in the budget,
but agreed to prepare a new fiscal note.

Represent ati ve Hawker observed that the State recogni zes and
encourages the continuation of community schools prograns.
He pointed out, however, that by repealing sections of the
statute it takes away the State’'s authority to fund the
program in the future, even though the funding had already
been taken out of the State’s budget for FY 04.

M. Jeans acknow edged concern that the bill would dimnish
districts’ ability to continue their comunity schools
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pr ogr ans. He maintained that districts would continue to
of fer comunity schools progranms. He acknow edged that user
fees mght be slightly increased to accommbdate grant cuts.

Co-Chair Harris MOVED to report HB165 out of Commttee with
i ndi vidual recommendations and the acconpanying zero fiscal
note. Representative Croft OBJECTED

Representati ve Hawker al so OBJECTED. He acknow edged t hat
the fundi ng was al ready zeroed out, but stated that he woul d
be nore confortable supporting comrunities who rely on this
program by retaining the option to consider possible future
funding. He would |ike to see the statute nmaintained.

Representative Croft pointed out that there was no funding
saved by passing the legislation, since the action of
elimnating funding had already been taken in the operating
budget. He took exception to the sponsor statenent that the
statute was intended nerely to start the program and not to
maintain it. He noted progranms |ike the school [|unch
program which would be danmaged if funding dimnished after
the program had been established. He also gave exanpl es of
reading and tutorial prograns in Anchorage and naintained
that the small amount of [conmmunity schools] funding was
doing a great deal of good. He noted that the statute
reflected support of the program and that it was
appropriate for the legislature to provide a snall anpunt of
financial incentive for these val uabl e prograns.

TAPE HFC 03 - 61, Side B

Representative Whitaker questioned the purpose of passing
the legislation, since funding had already been cut. He
mai nt ai ned that the action would serve no purpose.

Co-Chair WIllianms concurred with the Adm nistration that to
repeal the Ilegislation was a housekeeping neasure. He
suggested that future |legislatures could enact other
|l egislation if the ability and need to fund the prograns
ar ose.

Vice-Chair Meyer asked for further explanation of the
Adm nistration’s support of the bill

M. Jeans relayed the funding history of the bill, and the
statutory entitlement of the program He noted ful
funding- of the program would entail $3.2 mllion. He

stated that the program had been funded at under $800
t housand since 1988. He observed that the intent of the
statute was to inplenment prograns that would |ater becone
sel f-sufficient. He submtted that the Admnistration
ceased to provide operational funding to the programin the
md 1980’ s. Funding levels had been prorated down to a
level as low as $1,500. He suggested that unless the
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| egislature was wlling to fund the program t he
Adm nistration felt it was tinme to take the statute off the
books.

Aroll call vote was taken on the notion.

I N FAVOR: Meyer, Moses, \Witaker, Chenault, Foster,
Wllianms, Harris
OPPGCSED: Stoltze, Croft, Hawker

The MOTI ON PASSED 7- 3.

CSHB 165 (HES) was REPORTED out of Committee with “no
recommendation” and a new zero fiscal note from the
Depart ment of Education and Early Devel opnent.

#hb142
HOUSE BI LL NO. 142

"An Act relating to provider responsibility for ocul ar
postoperative care; and providing for an effective
date."

REPRESENTATI VE CHERYLL HEI NZE, SPONSOR provi ded information
about the bill. She explained that the |egislation focused
on patient care, and noted that a nunber of her constituents
were of an age when their eyesight was deteriorating and
they were in need of surgical procedures. She stated that
the bill ensures post-operative care following ocular
surgery. She maintained that care by an ophthal nol ogi st
followng surgery was inperative for good patient care.
Today’ s technol ogy nekes surgical procedures appear to be
routine. She maintained that although nost often the
surgeries are successful, serious conplications mght occur.
HB 142 provi des appropriate ocul ar postoperative care by an
appropriate professional. She noted that the legislation
requi red the surgeon to be physically available to a patient
in the community where the surgery is performed for 120
hours foll ow ng surgery. She added that, after that period,
the surgeon namy delegate post operative care to another
person that the surgeon determnes qualified to treat the
patient.

Representative Heinze noted the changes proposed by
Amendnent #1, which reduces the nunber of hours from 120 to
72 hours, or three days.

ERI K CHRI STI ANSCN, oD, KETCHI KAN, testified via
In

tel econference in opposition to the bill. He noted that
Ket chi kan, the population was not |arge enough to enploy a
full time ophthal nol ogi st. He read from prepared testinony

as foll ows:

HB142 1is a good exanple of poorly thought out
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| egi sl ati on. | am opposed to the spirit of this
bill. By that | nean that entire prem se on which it
is founded is wong. The premse is that post-

operative care after eye surgery or co-managenent
needs to be regulated. Co-managenent of surgica
patients by optonetrists is already regulated under
federal law. No other state has this type of law |If
you are regul ating co- managenent bet ween
opht hal nol ogi sts and optonetrists then why not other
types of surgical specialties arid the |ocal doctors
who will follow their patients. This is not the job
of the legislature!!!

It questions the clinical conpetence of optonetrists

to co-manage patients. Optonetrists have been
performing this to a high level for nore than 20
years. | have been a nenber of the Board of Optonetry

for 5+ years and we have never had a case brought us
where an optonetrist caused a patient harm

It is an attenpt to legislate clinical decision
making on the part of ophthalmc surgeons. If a
surgeon is performng “bad surgery” federal |aw,
mal practice, referring providers, and the PATIENTS
thensel ves will cause this surgeon to stop

It is bad for rural Alaska in that it limts the
pot enti al choices available to these patients.
Currently <certain eye surgical procedures are
performed at Ketchi kan General Hospital (KGH) and the
opht hal nol ogi sts who perform them would have a hard

time managing the 5-day tine [imt. | do not nanage
Wi th these doctors except when their patients devel op
problens after they leave. In the 13 years | have
been in Ketchikan | have had to only help out a

handful of tinmes. FIB 142 would not allow ne as an
optonetrist to help out within the critical first 5
days. Even though only 35 surgeries per year are done
at KGH it offers a choice for those persons who have
difficulty traveling or are cover by Medicaid or
Medi care and cannot afford travel.

Optonetrists live where the patient lives. W are the
eye care experts in rural Alaska Iimting our ability
to care for our patients is bad for these patients
and the communities we serve.

HB 142 is an attenpt to limt patient access to care
it is obviously special interest legislation, and is
both anti-consunmer and anti-patient.

Representative Croft asked about the typical surgical
schedule. M. Christianson stated that surgeons who cane to
Ket chi kan, typically from Juneau, generally perforned
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procedures on Mndays and stayed in Ketchikan until
Thur sday, whereas a surgeon from Anchorage m ght |eave the

day after a procedure was perforned. He noted that there
was a |ocal optonetri st who specialized in early
postoperative care for patients of ocular surgery. He

responded to sentinments by Anchorage ophthal nol ogi sts that
don't want to deal wth patients treated by an outside
sur geon. He noted that the followup optonetrist
specializes in the area of postoperative care.

Representative Croft asked if a three-day vs. five-day
period nmade a difference. M. Christianson naintai ned that
the crux of the problem was that the legislation in the
gui se of being helpful affected an entire profession. He
noted that different surgeries had various conplication
rates and recovery tines, depending on the surgeon and the
procedure.

Representative Stoltze noted that in his comunity of 35
t housand, there was no practicing ophthal nol ogist. He asked
about the denographics of practitioners per capita. \V/ g
Christianson noted that generally a popul ati on of 8 thousand
could sustain an optonetrist, whereas an ophthal nol ogi st
with a nore extensive education background generally
required a community of at |east 100 thousand to sustain a
practi ce.

Co-Chair Harris cited an oracular surgical procedure
performed on a famly nenber by an outside physician. He
noted that the initial post-operative care was conpleted the
sane day by the surgeon, wth subsequent care being the
responsibility of the patient and the clinic that provided
facilities for the surgeon. He asked if this was a typica
schedul e.

M. Christianson confirned that this was a standard

pr ocedure. He added that occasionally patients would
soneti mes choose to have a procedure perforned el sewhere due
to |lower costs. He noted that this kind of procedures

worked if Dr. Christianson retained control over nmaking
referrals and was able to do continuous follow up. He noted
that certain conplications would require a further visit to
the surgeon, but stated that these conplications were rare
if a patient went to a quality surgeon.

Co-Chair Harris asked how the bill, with the change from 120
to 72 hours, affected the procedure. M. Christianson
referenced page 2, and nmaintained that the bill did not
allow an optonetrist to be involved within the set tine
peri od. He stated that only an ophthal nologist or a
physi ci an woul d be allowed to do i nmedi ate foll ow up.

HELEN BEDDER, STAFF, REPRESENTATIVE HEI NZE referred to line
25 of page 2, and quoted that a co-nmanagenent agreenent
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could be agreed to “only if the surgeon confirns that the
person to whom the care is delegated is qualified to treat

the patient during the postoperative period”. She pointed
out that they nust be “licensed or certified to provide the
care if license or certification is required by law” She

mai nt ai ned that the |anguage was specifically to allow care
in renote areas where optonetrists may not be avail able.
She noted that followng the five (or three) day period, the
surgeon coul d del egate anyone who is avail abl e.

M. Christianson questioned the need for the |egislation and
asserted that the clinical decision-making of a surgeon was
not wthin |egislative purview He maintained that the bil
opened this issue for other types of referrals and
questioned why this regulation was required.

Ms. Bedder stated that ophthal nologists had raised the
concern about patient care wth Representative Heinze's
of fice. She noted out that in other surgical areas,
surgeons were responsible for patient <care follow ng
surgery. She stated that problens had occurred in Anchorage
wth a surgeon who conmes to town and |eaves wthout
communi cating with an ophthal nologist for followup care.
She pointed out that many tinmes the patients were elderly
and it was a burden for them to be treated by a physician
w th whomthey were unfam|liar.

CARLCS BUZNEGO, M D., ACADEMY OF OPTHAMOLOGY, D.C. testified
via teleconference in support of the bill. He expl ai ned
t hat this or gani zati on r epr esent 27 t housand
opht hal nol ogi sts throughout the nation. He explained that
whereas federal regulations address patient protection,
state legislatures were the forum for health policy nerits
to be debated and acted upon. He noted that he serves on the
Acadeny’s Governing Committee for State Affairs, as well as
practicing ophthal nology with a focus on cataract treatnent.
He maintained that the bill addressed an abuse of surgica
trust between a patient and surgeon. He noted that ocular
care was a rare area when non-physicians may i nappropriately
perform postoperative care follow ng surgery.

Dr. Buznego explained that co managenent was the sharing of
postoperative responsibilities between the operating surgeon
and another health <care provider. He stated that an
arrangenent mght be entered into only if it was in the best
interest of a patient, as in cases where the patient cannot
travel. He maintained that unethical behavior occurred when
a surgeon enters into a co nanagenent arrangenent with an
allied health provider to econom c considerations, as for an

i nducenent for surgical referrals. He asserted that the
bill would elimnate this unethical behavior by carefully
regul ating surgical referrals. He noted that wunder the
bill, referral would occur only when in the best interest of

the patient and by the judgnent of the surgeon to determ ne
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appropriate postoperative care. He stressed that they key
i ssue was not a conmmercial considerations, but the ethica
treatnent of surgical eye patients.

Dr. Buznego pointed out that cataract surgery or Lasik
surgery often involved conplications. He gave the exanple
of an early postoperative infection. He maintai ned that
there was no such thing as a specialist in postoperative
cataract surgery. He noted that if a wound was not properly
closed, it required a surgeon to conplete the surgery. He
stressed that optonetrists were not trained or licensed to
perform such procedures, or to determne postoperative

infections or other surgical conplications. He suggested
that surgeons should not be free to leave the state and
| eave soneone who is not properly trained or licensed to
resol ve potential problens.

CHERYL LENTFER, O D., ANCHORAGE, testified Vi a
tel econference in opposition to the |egislation. She

refuted the statenent that optonetrists were not trained or
| icensed in postoperative surgical care, but acknow edged
that they could not close sutures. She al so nmaintained that
many patients in Al aska had been seeing their optometrists
for 30 years, and that it was the optonetrists who referred
the patient to a surgeon. She pointed out that she had been
seei ng postoperative patients for many years.

Dr. Lentfer referenced her witten testinony provided in
nmenber’ s packets. She pointed out that co-managenent was an
aspect of health care that had already existed successfully
for many years, and questioned the need to regulate it at

this tine. She nmaintained that such regulation would
ultimately apply to all fields of health care, including
cardi ol ogy, oral surgery, etc. She stated that surgeons

suspected of wunethical practices should be brought before
the Medical Board, and not regulated by the |egislature.
She also pointed out that the bill regulated the amunt of
time a surgeon was required to be present in a given
| ocation, which was unrealistic given the variety of follow
up needed for different procedures.

Representati ve Stoltze referenced earlier testi nony
regardi ng nurses handling post-operative care. He asked if
in any situation that would be appropriate. Dr. Lentfer
replied that this would only be appropriate in unique
situations, such as if the nurse had specific oracular
experti se.

DR CARL ROSEN, M D., ANCHORAGE, testified Vi a
tel econference in support of the bill. He stated that he
was a surgeon specializing in oracular procedures, and noted
that he often perfornmed eyelid reconstruction follow ng
trauma. He comented that, al t hough  co- managenent
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originally carried good intentions, a patient protection
bill is currently needed to address abuse of the practice.

He explained that the |egislation was needed to support the
patient’s best interest, and suggested that in the case of
co- managed care, an equally trained surgeon, preferably an

opht hal nol ogi st be responsi bl e for t he patient’s
post operative care. He nmaintained that optonetrists did not
fill this need, not being trained in the nuances of oracul ar
surgery.

He noted that the current situation in Anchorage involved
organi zations that perform oracular surgery, and then |eave
the patients to the care of optonetrists. He nmai ntai ned
that this sonetines resulted in delayed care, and noted that
he saw patients wth potentially serious post-operative
conplications that resulted fromsuch care. He also pointed
out that occasionally patients were “dunped” on the
energency room forcing a local ophthalnologist who is
uninfornmed to assune the care and liability.

DR JILL GEERING O D., JUNEAU, testified in opposition to
the bill. She read fromwitten testinony as foll ows:

TAPE HFC 03 - 62, Side A

Argunents Agai nst Al aska Co- Managenent

1. Co-managenent of surgical patients by optonetrists
is already adequately regul ated under Federal | aw.
In 1980, Congress anended the Medicare statute to
all ow paynent to doctors of optonetry for cataract
post -operative care. The report from the then
Departnment of Health, Education, and Wlfare upon
which this legislation was based concluded, “The
services appear to be effective 1in patient
managenent, including the managenent of aphakic
and cataract patients. They are reasonable, non-
experinmental, safe and generally acceptable to the
vision/eye care community and the public.” The
Feder al law is quite extensive in providing
patient protections and should not be tanpered
with. States are avoiding doing this, and the
Al aska bill would be an unwi se change.

2. Federal lawis prem sed on protecting patients from
financi al expl oi tation in Co- managenent
arrangenents. Neither Federal |aw nor any state |aw
has ever questioned the clinical conpetence of
optonetrists to CO- manage patients, and
optonetrists have been doing so successfully for
over twenty vyears. There is no public health
justification for the Al aska co-nmanagenent bill
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3. The Al aska co- managenent bill effectively
elimnates optonmetrists from the co-mnagenent of
patients by preventing them from being involved in
patient care for 5 days follow ng surgery. This is
harnful to patients.

4. The Alaska bill forces patients to seek out |ess
avai l able and nore expensive ophthal nologic care
for no legitimate health care reason. Again, the co
managenent regul ati on adopted by the Federal |aws
was not prem sed on patients being in any health
care danger, but was premsed on protecting
patients from bei ng taken advantage of financially.
Both an optonetrist’s and an ophthal nol ogist’s
ordinary obligations not to commt nmedi cal
mal practice would work to prevent any harnfu
clinical co-nmanagenent decisions wthin the first

five days of surgery. This bill adds nothing to
those protections, and |Is a step backwards from
Federal law in that it limts patient access to
care and nmekes it nore likely that patients wll
unnecessarily pay nor e for care (from
opht hal nol ogi sts) — exactly what the Federal |aw
was ai med at preventing.

5. Even if | Dbelieved that co-managenent should be
limted, | would argue against this bill. It is

full of technical flaws and anbiguities.

a) While this doesn’t specifically prohibit
optonetrists from perform ng post op care
after the 5-day period, it is a harrier. It
elimnates patient’s freedom of choice, and
creates fear. According to the bill
(section C, nunber 5, and letter g), the
patient is to be mnmade aware of special
risks that may happen to themif they enter
into a co-managenent agreenent. Since there
are no special risks (as Determ ned by

Congress over 20 years ago), | would Ilike
to see what such a description would say,
because optonetrists and ot her
opht hal nol ogi sts, are i censed and

gualified to performsuch care,

b) There seens to be a double standard in
regards to many of the exceptions. The
Alaska bill shifts the determ nation of
patient travel hardship onto the shoul ders
of the patient, which is an unworkable
| egal standard. The exenption for the
surgeon’s travel that says, if the surgeon
wll not be available for postoperative
care. ..as a result of the surgeon’s
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per sonal travel, illness, etc : IS
obviously self serving on the surgeons
part. If the true intent of this bill is to
protect the public, why is it unsafe and
not good nedicine for other well trained
eye care professionals to co-nanage in
normal circunstances, but if a surgeon is
goi ng on vacation, then it is Ok for others
to co-nmanage safely?

c) The agreenent can only be entered into if
the surgeon confirnms that the co-manager is
qualified to treat the patient. This is not
the surgeon’s job, this is the |licensing
departnent’s job. Does this nean that the
surgeon nust contact occupational |icensing
bef ore entering into a co-managenent
agr eenent ?

d) The co-nmanaging doctor cannot further
del egate care to another. Wat if the co-
managi ng doctor is sick, ill, or called out
of town on an energency and the surgeon is
off on vacation? Any referral to a third
doctor would violate this law, but the co-
managi ng doctor is ethically bound to
arrange care for that patient.

e) An exception is mde to US Public Health
Service doctors or US Arned Forces doctors
who are volunteering w thout pay or other
remuneration. This inplies that patients
are safe for co-managing if follow up care
is free, but not safe if it isn't free? O
does this j ust nmean t hat t he
opht hal nol ogi sts shouldn’t have to provide
free follow up care...but they are the only
one who should provide follow up care if it
is paid for?

f) Mdw ves are exenpt. This bill would pass
into law a provision that allows mdw ves
to perform follow up care for soneone who
had cat aract surgery.

As sone of you may know, there is an unfortunate duel
bet ween opht hal nol ogi sts and optonetrists in this
state. Mst of which is professional jealousy.
Optonetrists seek to nove forward by way of inproving
on and learning new techniques to better serve the
citizens of Al aska, Including adding oral nedications
to our licensure. Ophthal nol ogi sts have opposed that,
this bill is another attenpt at |limting our scope of
care and superseding the Al aska Board of Optonetry.
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This bill would not only limt us, but it would nove
our profession back to the 1960’s. | encourage you to
vot e no.

DAVI D KATZEEK, ALASKA NATIVE BROTHERHOOD, JUNEAU, is a
menber of the Tlingit tribe, from the Chilkat tribes in
Hai nes. He testified in Tlingit and English in support of

the bill. He gave information about the history of his
people’s mgration to different areas. He nmai ntai ned that
the bill was supportive of patient’s needs. He expressed
his opinion that the bill closes |oopholes that allow
professionals from other states to perform services in
Al aska w thout responsibility to Al askans. He referenced

the limted entry legislation in regard to salnon fishing.
He maintained that the |egislation provided higher quality
care for people not only in rural comunities but for all
Al askans. He observed the contention between professiona
groups and enphasi zed that the eyesight of Al askans were of
ut most i nportance and value. He encouraged nenbers to take
the safety of the people into consideration.

M. Katzeek stated that, according to the Departnent of
Health and Social Services, over 50 percent of Native
Americans suffer from type two diabetes, which causes
problens with eyesight.

HB 142 was heard and HELD in Committee for further
consi derati on.

Co-Chair WIllianms began a brief at ease at 3:30 pm The
meeting reconvened at 3:45 p. m

#hb234
HOUSE BILL NO 234

"An Act relating to brewpubs, and continuing the
exi stence of the Al coholic Beverage Control Board; and
providing for an effective date."

REPRESENTATI VE LI SEL MCGUI RE, SPONSOR, testified in support
of the legislation. She explained that Section 1 of the
bill allows for the sale of “growers” of up to five gallons
per day, as stated in current statute, but elimnates a
technical provision that required a brewery nust be on the
premses in order to sell a “grower” to custoners. She
explained that this provision prevented the Mose's Tooth
Brewery [Anchorage] from being in the marketplace, since

their brewery was in Ship Creek. She also noted that an
earlier version of the bill pertained to gallonage, which
was renoved fromthe bill based on testinony in the [House]

Labor and Commerce Conmittee that indicated that it was a
fundanmental policy decision better suited to a separate
vehi cl e. In response to a question by Co-Chair WIIians,
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Representative McQ@iire confirnmed that this change would be
i npl enent ed by anendnent.

Representative McCGuire al so noted that Section 3 extends the

Al coholic Beverage Control Board to June 30 2007. She
referred to a Legislative Budget and Audit (LB&A) report
commending the Board s success. She pointed out that

suggested changes from the Departnent of Public Safety were
forthcom ng, one of them stemm ng fromthe LB&A audit. She
stated that her office did not have objections to the
Adm ni stration’s anmendnents.

In response to a question by Representative Stoltze,
Representative MQ@iire defined a “grower” as being a mcro
brewery that distributes an anount under five gallons. She
stressed that the Dbill did not change this anount
requi renent.

PAT DAVI DSON, DI RECTOR, DIVISION OF LEQ SLATIVE AUD T
provided information on the departnent’s audit of the board.
She stated that the audit had reconmmended a three-year
extension, due to sone operational deficiencies discovered
during the audit. She noted that overall they believed the
continuation of the Al coholic Beverage Control Board was in
the best public interest.

DOUGLAS GRI FFI N, DI RECTOR, ALCOHOLI C CONTROL BQOARD testified
via tel econference in support of the legislation. He stated
that they would prefer a four-year, rather than a three-year
extension of the board. He comrended the audit procedure
and noted that the Board was maki ng recommended changes and
acknow edged that the Board was experiencing funding
shortfalls.

MATT  JONES, MOOSE' S  TOOTH, ANCHORAGE testified via
tel econference in support of the bill

DAN COFFEE, ATTORNEY, ANCHORAGE testified via tel econference
in support of the |egislation. He noted he had served on

the board of fisheries as well. He comended the Al coholic
Beverage Control Board for its excellent work. He observed
that their only problens were funding shortfalls. He

supported the extension of the board and expressed industry
support for the anendnent pertaining to brewpubs. He asked
for information regarding forthcom ng anendnments from the
Adm ni stration and how to comrent on these changes.

Representative Stoltze referred to the provision of the bil
that provided for free sanples, and asked whether this
practice was new. M. Coffee stated that this was a
standard procedure for brewubs, allowing them to provide
smal | sanples for potential custoners.

Representative Croft MOVED anendnent #1.
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Section 1 —

Pg. 2, Lines 6-8

(5) sell beer manufactured on the prem ses |icensed
under the beverage dispensary license to a person
| i censed as a whol esaler under AS 04.11.160; sales
under this paragraph may not exceed 15,000 gallons
[OR THE AMOUNT SOLD UNDER THI S PARAGRAPH | N CALENDAR
YEAR 2001, PLUS 10 PERCENT, VWH CHEVER AMOUNT | S
GREATER] .

Shoul d be anended to read:

(5) sell beer manufactured on the prem ses |icensed
under the beverage dispensary license to a per son
l'i censed as a whol esaler under AS 04.11.160; sales
under this paragraph may not exceed 15,000 gallons
OR THE AMOUNT SO.D UNDER TH S PARAGRAPH | N CALENDAR
YEAR 2001, PLUS 10 PERCENT, VWH CHEVER AMOUNT | S
GREATER

Section 2 -

Pg. 2, Lines 24-27
(B) to a whol esaler |icensed under AS 04.11.160;
sales under this subparagraph may not exceed 15,000
gallons [OR THE AMOUNT SOLD UNDER THI'S SUBPARAGRAPH
IN CALENDAR YEAR 2001, PLUS 10 PERCENT, WH CHEVER
AMOUNT | S GREATER];

Shoul d be anended to read:

(B) to a whol esaler |icensed under AS 04.11.160;
sales under this subparagraph may not exceed 15,000
gallons OR THE AMOUNT SOLD UNDER THI S SUBPARAGRAPH | N
CALENDAR  YEAR 2001, PLUS 10 PERCENT, WH CHEVER
AMOUNT | S GREATER;

Co-Chair WIIlianms OBJECTED.

Representative MQiire stated that the intent of the
anendnent was to preserve the existing statute as witten in
relation to gallonage and percentage. She explained that
when the Conmittee Substitute from the House Labor and
Commerce Conmittee had been witten, it had inadvertently
excluded a portion of the existing statute.

Co-Chair WIlliams REMOVED his OBJECTI ON. There being NO
OBJECTI QN, the anendnent was Adopt ed.

Representative Stoltze MOVED Arendnent #2.
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Amendnent No. 2

*Section . AS 04.06.010 is anended to read:

Sec. 04.06.010. Est abl i shnent of board. There is
established in the Departnment of Public Safety the
[ THE] Al coholic Beverage Control Board [IS ESTABLI SHED|
as a regulatory and quasi-judicial agency. [THE BQARD
| S I N THE DEPARTMENT OF REVENUE, BUT FOR ADM NI STRATI VE
PURPOSES ONLY. ]

Co-Chair Harris OBIJECTED.

W LLI AM TANDESKE, COWM SSI ONER, DEPARTMENT OF PUBLI C SAFETY,
provi ded information about Amendnment #2, that effectively
transfers the Alcoholic Beverage Control Board from the
Department of Revenue to the Departnment of Public Safety.
He noted the |anguage <change was to renove “for
adm ni strative purposes only”. He explained that the
purpose of the change was not to change function of the
Board, but rather to recognize that the nine enployees of
the Board were enpl oyed by the state of Al aska, such as with
ot her boards within the Departnent of Public Safety, such as
the Council on Domestic Violence and Sexual Assault. He
stressed that this change was directed at the licensing and
review function of the Al coholic Beverage Control Board.

Co-Chair Harris asked whether officers of the Al coholic
Beverage Control Board would carry weapons in order to
respond to dangerous situations. M. Tandeske stated he did
not support Board investigators carrying weapons. He gave
the exanple of Division of Family and Youth Services, when
officers entered into volatile situations, and naintained
that weapons were not necessary for ABC investigators and

woul d only escalate such situations. He also noted that
this would create additional issues of recruiting and
trai ni ng. In response to another question by Co-Chair

Harris, M. Tandeske confirmed that |ocal police officers
woul d support the efforts of the Al coholic Beverage Control
Board officers.

Representative Croft asked about the practical effect of
noving the Alcoholic Beverage Control Board to the
Departmment of Public Safety. M . Tandeske explained that
this was a portion of the process of realigning functions
within all departnments, and that the Departnent of Revenue
expressed that the Board was nore properly placed in the
Department of Public Safety, given that they are a quasi-
judicial, investigative and enforcement agency. He added
that if other parts of the state required officers, their
becom ng official State enployees he noted that their
functi on was aut ononous within the Departnent.
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Representative Croft asked why the Board was not indicated
as being “only admnistrative” wthin the Departnent of
Public Safety. M. Tandeske reiterated that the officers
were enployees of the state of Al aska. He differentiated
this fromthe Al coholic Beverage Control Board, but referred
to enforcenent officers and admnistrative staff. He
stressed that the Board will still be separate in order to
consi der licensing and other quasi-judicial issues.

Co-Chair Harris REMOVED his OBJECTI ON. There being NO
OBJECTI QN, anendnent #2 was adopt ed.

Representative Stoltze MOVED Anendnent #3,
*Sec. . AS 04.06.020 is anended to read:

Sec. 04.06. 020. Appoi ntment and qualifications. The
board consi sts of seven [ FI VE] menber s: t he
comm ssioner of public safety, the comm ssioner of
revenue, and five nenbers appointed by the governor and
confirmed by a mmjority of the nmenbers of the
| egislature in joint session. A nenber of the board may
not hold any other state or federal office, either
el ective or appointive. Two nenbers of the board shal
be persons actively engaged in the alcoholic beverage
i ndustry, except that no nenber may hold a whol esal e
license or be an officer, agent, or enployee of a
whol esal e alcoholic beverage enterprise. No three
menbers of the board may be engaged in the sane
busi ness, occupation, or profession. At |east three
menbers of the board shall represent the general
public. A board nenber representing the general public
or an imediate famly nenber of a board nenber
representing the general public my not have any
financial interest in the alcoholic beverage industry.
In this section, "imediate famly nenber” means a
spouse, child, or parent.

*Sec. . AS 04.06.030 is anended to read:
Sec. 04.06.030. Terns of office; chair. (a) The
commi ssioners of public safety and revenue shall serve
as nenbers during their tenure as conmi ssioner. The

other n{ Menbers of the board shall be appointed for
overlapping ternms of three years.

(b) Except for the conm ssioners of public safety and
revenue, a [A] vacancy occurring in the nenbership of
the board shall be filled within 30 days by appoi nt nent
of the governor for the wunexpired portion of the
vacated term

(c) The board shall select a chairnman from anong its
menbers.
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*Sec. . AS 04.06.060 is anended to read:

Sec. 04.06. 060. Quorum and mmjority. Four [ THREE]
menbers of the board constitute a quorum for the
conduct of business, except that a nmgjority of the
whol e nenbership of the board nmnust approve all

applications for new licenses, and all renewals,
transfers, suspensions, and revocations of existing
| i censes. If a majority of the board is present and

voting, the director, with the consent of the nenbers
present, nay cast a tie-breaking vote.

Representative Stolze MOWED to AMEND the anendnment to
i ncl ude ot her designees for the two Conm ssioners.

Co-Chair Harris OBJECTED. Representative Croft OBJECTED.

Comm ssi oner Tandeske expl ai ned the proposed changes of the
anendnent . He noted that when the proposal was originally
made to nove the ABC Board to the Department of Public
Safety, the Departnment took a closer look at Title 4

enforcenent that specified procedures. He cited a finding
in the LB&\ audit that recommended that the Board be
expanded from five to seven nenbers. He referred to the

Adm ni stration’s concern regarding alcohol related issues.
He maintained that the Department of Public Safety brought
to the Board resources and skills that address the
consequences involved in these issues. He acknow edged t hat
the Departnment of Revenue had contributed other skills to
the Board over the past ten years. He stated that the
Department viewed this change as an opportunity to readdress
| anguage in statutes that were 25 years ol d.

Representative Croft referred to page 22 of the audit, and
its reference to the possibility of disproportionate
i nfluence by al cohol nmenbers, but maintained that the
intent of the recommendation was to add two nore public
menbers.

Comm ssi oner Tandeske clarified that the suggestion was for
two other nenbers, specifying that one mght be from the
medi cal community and one from | aw enforcenent.

Representative Croft asked why there was a change from an
audit recommendation of a public health/nmedical comunity
and | aw  enf or cenment menber to t wo commi ssi oners.
Conmi ssi oner Tandeske reiterated that alcohol issues were
the focal point. He expressed his commtnent to personally
participate on the Board if the bill was passed into |aw
and suggested that he would fulfill the |aw enforcenent
menber recomendation. He noted that froman admnistrative
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standpoint, it seenmed unusual for a Conmm ssioner not to be
part of a Board within their own Departnent.

Representative Stoltze referenced the | anguage that stated,
“a nmenber of the board may not hold any other state or
federal office” and asked if the Conm ssioner was exenpt
from this requirenent. Co-Chair Harris recommended that a
techni cal change be nade.

Representative Stoltze MOWED to AMEND anendnent #3 to
i ncl ude “except appointed Conm ssioners or their designees”
after “a menber of the board”.

Representative Foster stressed that given the controversi al
issues that typically cone before the Al coholic Beverage
Control Board, continuity of representati on was necessary.

Comm ssi oner Tandeske stated his support of the |anguage
change, and expressed his commtnent to nmaintaining
continuity on the board. In response to a question by Co-
Chair Harris, Comm ssioner Tandeske confirnmed that he
t horoughly briefed any desi gnees on board issues.

Representative Croft concurred with Representative Foster,
and highlighted the distinction between the Council on
Donestic Violence or other organizations, in that the
Al coholic Beverage Control Board was a sem judicial body.
He questi oned whether a comm ssioner ought to be included in
such a body. He asked why the Board was being noved out of
the Departnent of Revenue to the Departnment of Public Safety
and again referred to the audit reconmendation to add public
menbers to the Board from health and | aw enforcenent, rather
than the two conm ssioners. He suggested that the |anguage
be re-drafted to t ake t hat recommendat i on into
consi derati on.

TAPE HFC 03 - 62, Side B
Representative Stoltze W THDREW anendnment #3.

In response to a question by Representative Foster,
Comm ssi oner Tandeske responded that he also sat on the
Western States Information Network Policy Board, and the
Executive [Commttee] of the Land Mbile Radio Project
[ Board] .

Representative Foster stressed that the Al coholic Beverage
Control Board required extensive executive sessions that
could last for a period of days, and pointed out that this
woul d add another burden to the Conm ssioner’s |evel of
commtnment. He asked if the Comm ssioner would by necessity
send representatives to these inportant neetings.
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Representative Stoltze MOVED anendnent #4. Co-Chair Harris
OBJECTED.

*Sec. . AS 04.06.110 is anended to read:

Sec. 04.06.110. Peace officer powers. The director and
the persons enployed for the admnistration and
enforcenment of this title may, wth the concurrence of
the comm ssioner of public safety, exercise the powers
of peace officers when those powers are specifically
granted by the board. Powers granted by the board under
this section may be exercised only when necessary for
t he enf or cenent of t he [ CRIM NALLY  PUNI SHABLE
PROVI SIONS OF THIS TITLE,] regulations of the board|
AND OTHER CRI M NALLY PUNI SHABLE LAWS AND REGULATI ONS
| NCLUDI NG | NVESTI GATI ON OF VI OLATI ONS OF LAWS AGAI NST
PROSTI TUTI ON AND PROMOTI NG PROSTI TUTI ON DESCRI BED | N AS
11.66.100 - 11.66.130 AND LAWS AGAINST GAMBLI NG
PROMOTI NG GAMBLI NG AND RELATED OFFENSES DESCRI BED | N
AS 11.66.200 - 11.66.280].

Comm ssi oner Tandeske enphasi zed that the Al coholic Beverage
Control Board officers were nost properly equipped to handl e
al cohol related issues, and not issues of prostitution and
ganbling. He noted the limted personnel resources, and the
need to properly align personnel for tasks.

Representative Croft recalled initial discussions in 1999,
when it was reasoned that Al coholic Beverage Control Board
officers often viewed these related issues, and could
expeditiously handle themin the line of their duties.

Comm ssi oner Tandeske stated that he was not part of those
di scussi ons. He referenced hi s experience in | aw
enforcenent, and noted that enployees’ authority should
align with their responsibilities.

Representative Hawker referred to the LB&A audit and noted
t he di vergence of opinions on whether investigators ought to
function as peace officers or admnistrative investigators.
He asked if this was a nove toward the duties of a peace
of ficer.

Comm ssi oner Tandeske enphasi zed the value of the Al coholic
Beverage Control Board officers to the State. He
enphasi zed, however, that they were not |aw enforcenent
of ficers.

Representative Hawker asked if the Departnent of Public

Safety would show any preference for an ABC officer w shed
to enter | aw enforcenent.
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Comm ssi oner Tandeske noted that all applicants for |aw
enforcenment were treated equitably.

Representative Stoltze expressed his hope that this
anmendnent m ght prevent ABC officers from “clanpi ng down” on
cri bbage players at recreational halls.

Co-Chair Harris REMOVED his OBJECTI ON. Amendnment #4 was
ADOPTED.

Representative Stoltze renewed his notion to MOVED Anendnent
#3.

DEAN GUANELI, CHI EF ASSI STANT ATTORNEY GENERAL, DEPARTMENT
OF LAW testified regarding potential changes to the

anendnent . He stated that the ~current statute (AS
04.06.020) would not prevent a conmm ssioner from being a
menber of the Board. He maintained that the | anguage

restricted them from holding any “other” office, other than
that which they currently hold. He suggested that courts
would view the statute as a whole, and not consider
menbership on the ABC Board a conflict. He did not believe
any other statutes existed that would prevent the
Comm ssi oner from being on the board.

Representative Croft maintained that the |anguage “other”
referred to the Board position, and restricted the nenbers
from hol di ng positions apart fromthe Board.

M. QGuaneli reiterated his belief that the courts woul d take
into consideration the legislative intent t hat t he
comm ssioners of Revenue and Public Safety hold Board
positions. He suggested that it would be sinple to insert
nore | anguage, such as “other than the conm ssioners of
Public Safety and Revenue”.

Co-Chair Harris asked if this type of |anguage was common
and necessary, and whether it could sinply be omtted. M.
Guaneli noted that he hesitated to suggest that change,
since it was part of the original intent of the statute.

Representative Foster stressed that he did not support the
anmendnent . He recalled the regulations that prevented the
sale of Cass Ill licenses for fifteen years in the state of
Al aska. He observed that a conm ssioner sitting on the
Board would have a disproportionate anmount of influence
conpared to other nenbers. He stated his uneasi ness about
granting a regulatory agency undue power over a board and
then allowng the commi ssioner to sit on that board and
grant |icenses.

Comm ssi oner Tandeske responded that it had not occurred to
him that he would be nore influential than any other party
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on the Board. He acknow edged the concern over the issue
with Class IIl |icenses.

Representative Foster gave exanples of potential conflicts
of interest for board nenbers. He maintained that in small
villages, many public officials mght have an interest in a
bar or other business that presented a conflict of interest.
He observed that the comm ssioner of Public Safety m ght
have an inherent conflict of interest sitting on the
Al cohol i ¢ Beverage Control Board.

Representative Stoltze W THDREW Anendnent #3.

M. Coffee comrented on the anendnents. He questioned the
reason behind noving the Al coholic Beverage Control Board to
the Departnent of Public Safety. He noted the
Adm nistration’s desire to address alcohol related issues,
but pointed out that the agency was currently functioning
well. He observed that the bill would effectively make this
quasi - j udi ci al and regulatory agency a part of the
Department of Public Safety, which is in the crimnal

enf or cenent busi ness. He asked what was to be gained by
maki ng enpl oyees a part of the Departnent, and pointed out
that board and comm ssions nust remain independent. He

commended the w thdrawal of the anmendnent that allowed the
Comm ssioner to be on the board, for purposes of continuity.
He acknow edged that enforcenent officers did stunble upon
ganbling and prostitution activities in the course of
duti es. He observed that the Al coholic Beverage Control
Board had four executive directors during his tenure, and
noted that each one had worked to ensure conpliance wth
liquor laws, and did not focus on crimnal enforcenent. He
agai n asked about the benefit of making such changes to an
agency that has existed since statehood.

Representative Foster MOWED to report HB 234 out of
Commttee with the acconpanying fiscal note. Representative
Stol tze OBJECTED.

Representative Stoltze suggested that a conformng title
change nust be nmade to accompdat e anmendnents.

Represent ati ve Foster W THDREW hi s MOTI ON.

Representative Stoltze MOVED a conforming title anendnent.
There being NO OBJECTION it was so ordered.

Representative Croft expressed the intent to follow the
recomendation of the auditors by adding board nenbers from
health care and | aw enforcenent.

Co-Chair Harris addressed the fiscal note. He suggested
that it should include the cost of operating the agency.
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LANDA BAILY, SPECIAL ASSISTANT, DEPARTMENT OF REVENUE,
explained that the novenent of the Alcoholic Beverage
Control Board from the Departnent of Revenue to the
Departnent of Public Safety resulted in a zero fiscal note
by the Departnent of Revenue.

Co-Chair Harris asked why there was no fiscal note fromthe
Departnent of Public Safety. Commi ssi oner Tandeske noted
that the fiscal note was attached to the Executive Order
when it was submtted and added that operational funding was
reflected in the Departnment’s FY 04 budget plan. Co- Chai r
Harris requested that a fiscal note reflecting the cost of
operations from the Departnment of Public Safety acconpany
the bill the floor.

Representative Croft asked how this differed from the zero
budget line item related to commnity schools. Co- Chai r
Harris maintained that the cost of elimnating the Conmunity
Schools programin statute was zero. He maintained that the
cost of having the Al coholic Beverage Control Board operated
by Departnent of Public Safety should be reflected in a
fiscal note.

Comm ssioner Tandeske reiterated that the suggestion
[ amendnent] of addi ng Board nenbers was wi thdrawn. Co-Chair
Harris mai ntained that he wished to see a fiscal note.

Representative Foster MOWED to report HB 234 out of
Commttee with the acconpanying fiscal note. There being NO
OBJECTION it was so ordered.

CSHB 234 (FIN) was REPORTED out of Conmmttee w th individual
recommendations, a previously published zero fiscal note
fromthe Departnent of Revenue (#1) and a new fiscal inpact
note fromthe Departnent of Public Safety.

#

ADJ OQURNVENT

The neeting was adjourned at 4:50 PM
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