HOUSE FI NANCE COWM TTEE
April 27, 2004
1:46 P.M

TAPE HFC 04 — 99, Side A
TAPE HFC 04 - 99, Side B
TAPE HFC 04 - 100, Side A
TAPE HFC 04 — 100, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 1:46 P.M

VEMBERS PRESENT

Representative John Harris, Co-Chair
Representative Bill WIlIlianms, Co-Chair
Representative Kevin Meyer, Vice-Chair
Representative M ke Chenaul t
Representative Eric Croft

Representati ve Hugh Fate
Representative Ri chard Foster
Representative M ke Hawker

Represent ati ve Reggi e Joul e
Representative Carl Mses
Representative Bill Stoltze

VEMBERS ABSENT

None
ALSO PRESENT

Representati ve Norman Rokeberg; Representative Carl Gatto;
Representative Beverly Masak; Senator Bert Stedman; Pete
Eckl und, Staff, House Finance Commttee, Representative Bill
WIIlians; Amanda W/ son, Staff, Representative Norman
Rokeberg; Greg O daray, Comm ssioner, Departnent of Labor;
Jerry Fuller, Project Director, Ofice of the Comm ssioner,
Department of Health & Social Services; Cody Rice, Staff,
Representati ve Carl Gatto; El eanor Wl f e, Staff,
Representative Beverly Masak; C ndy Cashen, Executi ve
Director, Mdthers Against Drunk Driving (MADD), Juneau; Jack
Chenowet h, Attorney, Alaska Legal Services; Barbara Huff-
Tuckness, Director of Legislative and Governnental Affairs,
Teansters Local 959, Anchorage

PRESENT VI A TELECONFERENCE

Ri ck  Vander kol k, Staff, Representative John Harris,
Anchorage; Mark Meyers, Drector, Dvision of Gl and Gas,
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Departnent of Natural Resources, Anchorage; John Seder,
Attorney, Al aska Fishernmen, Anchorage; Bill Evans, Attorney,
Anchor age

SUMVARY

HB 255 An Act anmendi ng the Al aska Wage and Hour Act as it
relates to flexible work hour plans, the provision
of training wages, and the definitions of certain
ternms; and repealing the exenption in the Act from
t he paynent of m ni num wages for |earners.

HB 255 was HEARD and HELD in Committee for further
consi derati on.

HB 275 An Act relating to veterinarians and ani mal s.

CS HB 275 (FIN) was reported out of Commttee with
“no recommendation” and zero note #1 by the
Department of Law, zero note #3 by the Departnent
of Environnental Conservation, zero note #4 by the
Department of Public Safety and indeterm nate note
#5 by the Departnent of Adm nistration.

HB 342 An Act relating to driving while intoxicated; and
providing for an effective date.

CS HB 342 (FIN) was reported out of Commttee with
an “anmend” recomendati on and with zero note #1 by
the Alaska Court System zero note #2 by the
Department of Law, zero note #3 by the Departnent
of Public Safety, indetermnate note #5 by the
Departnent of Corrections and a new indeterm nate
note by the Departnent of Adm nistration.

HB 395 An Act relating to shallow natural gas |easing and
the regul ation of shallow natural gas operations.

CS HB 395 (FIN) was reported out of Commttee with
a “do pass” recommendation and with fiscal note #2
by the Departnent of Natural Resources.

HB 531 An Act relating to natural gas exploration and
devel opment and to nonconventi onal gas, and
anendi ng the section under which shallow natura
gas leases may be issued; and providing for an
effective date.

CS HB 531 (FIN) was reported out of Committee with

a “no recomendation” and with zero note #1 by the
Departnent of Natural Resources.
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SB 285 An Act relating to nedical assistance coverage for
targeted case nanagenent servi ces and for
rehabilitative services furnished or paid for by a
school district on behalf of certain children; and
providing for an effective date.

SB 285 was reported out of Conmittee wth a “do
pass” recomrendation and with zero notes #1 & #2
by the Department of Health & Social Services.

CS SB 300(FI N)

An Act relating to an attorney's lien, to court
actions, and to other proceedings where attorneys
are enpl oyed; and providing for an effective date.

HCS CS SB 300 (JUD) was reported out of Conmittee
with a “do pass” recommendation and with zero note
#1 by the Departnent of Natural Resources, zero
note #2 by the Al aska Court System and zero note
#3 by the Departnent of Law.

HOUSE BI LL NO. 342

An Act relating to driving while intoxicated; and
providing for an effective date.

Co-Chair WIllians MOWED to ADOPT Anendnent #1, #23-
LS1292\ V. 2, Luckhaupt , 4/ 26/ 04. ( Copy on File).
Representative Croft and Co-Chair Harris OBJECTED.

PETE ECKLUND, STAFF, HOUSE FINANCE COW TTEE  STAFF,
REPRESENTATI VE BI LL W LLI AMS, expl ai ned Anmendnent #1, noting
the chart indicating howto get alimted license in current
| aw. (Copy on File). Amendnent  #1 would nodify the
conditions under which a person could apply for a limted
| i cense. Page 3, Line 1, changes the |law back to current
statute. Language on Page 3, Lines 2-9, clarifies that
under the first offense, the license would be revoked or
suspended for 90-days and the person would not be eligible
for a I|imted license in the first 30-days of the
revocation. Page 3, Line 16, addresses situations if there
were nore than one offense, they could be eligible, however,
during the first 90 days of the revocation, the offender
woul d not be eligible for the limted |license. Addi ti ona
sections reinsert |anguage regarding “severely inpaired”,
raising the bar slightly on who would be eligible to get a
| i cense.

Representative Croft questioned the reason for the change
indicated in Amendnment #1. M. Ecklund responded that it
was a policy call, currently in statute. Present |aw
indicates that if a person has nore than one m sdeneanor
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offense, they do not qualify for a limted I|icense. The

manner in which the bill currently is drafted, the person
would be eligible for alimted |license from day one of the
revocati on. Amendnent #1 clarifies that person could not
get a license in the first 90-days of the revocation.

Representative Croft asked why. M. Ecklund replied that if
a person has multiple driving charges while Under the
I nfl uence (DU), they “should be without a license” for a
period of tine.

Co-Chair Harris inquired if Mthers Against Drunk Driving
(MADD) supported the changes to that |anguage. M. Ecklund
did not know. Co-Chair WIllians interjected that Anendnent
#1 woul d make the requirenments nore stringent.

*Cl NDY CASHEN, EXECUTIVE DI RECTOR, MOTHERS AGAINST DRUNK
DRI VING (MADD), JUNEAU, stressed that Anmendnment #1 would
make the bill nore “high-risk drunk driver friendly”. The
original intent of the legislation was to have increased
penalties for high-risk drunk drivers, which would be
removed from the bill. The amendnents make it easier for
high-risk drivers who still qualify for therapeutic or
wel | ness court to get out sooner.

Ms. Cashen stated that MADD opposes the proposed changes.
Those change are not the original intent. The goal was to
get ignition interlock for high risk drivers based on their
bl ood- al cohol levels and that |anguage has been renoved.
The ignition interlock program is up and ready to go
t hroughout Al aska. The State is nore than ready. The
majority of other states already have the ignition interlock
system in place. Ms. Cashen questioned why that | anguage
was renoved as it has been proven to work for high-risk
drivers nationwide. The original bill is very inportant to
all MADD victins. Ms. Cashen urged that the House Finance
Comm ttee reconsider the Amendnent that renoves increased
penalties for high-risk drivers. She enphasized that at
this time, MADD does not support the bill

Co-Chair Harris asked if MADD does not support the V version
of the bill or the anendnents. Ms. Cashen responded that
MADD does not support the V version of the bill because it
removes ignition interlock increased penalties for high-risk
drivers. Co-Chair WIllians pointed out that Anmendnent #2
woul d repl ace the interlock concern.

Vice Chair Meyer was confused regardi ng which version MADD
woul d support. M. Cashen responded that MADD supports the
version that has ignition interlocks and fines for BAC
|l evels of .16 to .24. She stated that |anguage is sinple,
clean and works in other states. Vice Chair Myer requested
that the sponsor cone before the Conmmttee to explain the
various versions of the bill
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REPRESENATI VE CARL GATTO, SPONSOR, requested that his staff,
M. R ce explain the bill’s history.

CODY RICE, STAFF, REPRESENATIVE CARL GATTO, advised that
version | had been passed out of the House Judiciary
Committee and was originally before the House Finance
Commttee. Version Q was a conbined version and originally
di scussed, conbining HB 175 and HB 342. M. Eckl und added
that version S had been slightly nodified from version Q
The Comm ttee has not adopted versions Qor S; they are only
work drafts.

Vice Chair Meyer asked which version MADD supports. M.
Cody responded that MADD supports version Q and |I. Vi ce
Chair Meyer questioned if the sponsor supports versions Q
S, or |I.

Representative Gatto acknow edged that he would prefer the
original version, which essentially used nore penalties.
That | anguage was the “nmeat and potatoes” of the intent, in
which, the nore drunk a person is, the nore the penalty
woul d be increased and require |longer interlock devices. He
under st ood t hat t he bill had evol ved and t hen,
Represent ati ve Rokeberg requested to conbine the two bills.
Representative Gatto acknow edged that the current version

of the bill was acceptable, however, he did prefer it to be
“tougher”. He knew that if the bill did not nove, there
would be no value at all. He hoped to pass the nost

stringent version possible.

Vice Chair Meyer understood that the original version Q and
Representati ve Rokeberg’s version S and then the V version
renoved the | anguage supported by MADD. M. Rice explained
that the progression noved from version Q to S, and now
version V. Vice Chair Meyer reiterated that MADD has
voi ced concern with version V. M. Rice acknow edged that
was true.

Representative Croft commented by renoving Section 6 from
version S would accommodate the concerns of MADD. M. Rice
responded that Section 6 was a stand-alone section that
addresses the sentencing requirenents for people with double

or nmore the legal |evel of blood al cohol. Representati ve
Croft inquired if there had been fiscal concerns around
Section 6. Representative Gatto said yes, noting the
i ndeterm nacy of the note. M. Ecklund interjected that

there is a conceptual anmendment pending to address that
i ssue.

Representative Croft thought that Amendnent #1 would nove
the V version in the right direction by making it harsher.
Representative Croft and Co-Chair Harris WTHDREW their
OBJECTIONS. There being NO further OBJECTI ON, Anmendnent #1
was adopt ed.

House Fi nance Committee 5 04/ 27/ 04 1:46 PM



Co-Chair WIllians MOWED to ADOPT Anendnent 2, #23-
LS1292\V. 3, Luckhaupt, 4/26/04. (Copy on File). Co- Chai r
Harris OBJECTED for an expl anati on.

M. Ecklund spoke to Anendnent 2 providing sone background.
He said it would partially provide ignition devices for
t hose people applying for a limted |license. The ignition
interlock devices are allowable under State statute. There
are only a limted nunber of conpanies that manufacture the
devices and they need a certain anmount of volune to conme to
Al aska to do business. He understood that Anchorage would
be the only point that the conpany would be willing to cone
at this tinme. The first section of Anendnent 2 applies to
those who have nore than one offense, but no felony. For
drivers in communities off the Anchorage road system they
could get alimted license without an interl ock device.

M. Ecklund continued, the second portion of Anendnent 2
allows for people currently having a suspended or revoked
license for a DU offense already commtted, and all ow ng
them by neeting the conditions of the court, to apply for a
limted |icense at that tine.

Representative Stoltze asked if it was fair that a “lesser
standard” would be created for the person not living in
Anchorage or on that road system M. Ecklund expl ai ned
that this issue exists because the requirenment for the
device is not avail abl e because of geographic isolation and
woul d ban that person fromgetting a limted |license.

Co-Chair WIllians further explained that there is only one
conpany that can do the work and they are located in

Fl ori da. They require a certain nunber of Driving Wile
Under the Influence (DW) changes in an area to nmake it
f easi bl e. The conpany is attenpting to nmake the concept

work in Al aska but has indicated that the area is too vast.

Representative Chenault asked what would happen with those
who currently have a DW. M. Ecklund explained that the

manner in which the bill is currently drafted, if a person
has already been convicted and their Ilicense is under
suspension, they would not be eligible to apply for a
limted |icense. The second portion of Amrendnent 2

clarifies that if that person neets the conditions of the
court, they can apply, follow ng the passage of the bill

Co-Chair Harris questioned if there has been a U S. Congress
attenpt to nmandate that breathalyzer units be placed into
cars, used to determne if the person driving had been

drinking, keeping the car from starting. Representati ve
Gatto responded that one state tried such legislation and it
did not pass. It has not been considered nationally.
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Representative Gatto stated that the concept of the bill is
to “get the drunks separated from the cars that they are
driving”. He acknow edged that the Anchorage road system
does have the greatest nunber of cars and that of course,
any decision would be subject to a judge's discretion.
Representative Gatto did not envision a serious conpromse
by a judge to let soneone off. I ncarceration does not
always work or pay off in the long run and that it 1is
inportant that there is a notivation in receiving a limted
| i cense. The intent of the legislation is to install that
device. He noted that the State will have had to work with
an international supplier and the wllingness of that
conpany requires a certain vol une.

Representative Chenault inquired if the bill applied to four
wheel ers, snow machines and boats. Representative Gatto
replied it would not.

Representative Chenault asked if the intent was to get
of fenders off the road, why did it not apply to other noving
vehicles. Representative Gatto commented on conditions that
affect the off road vehicles and that +the proposed
| egi sl ation was designed only for legally driven, on-road
vehi cl es.

Aroll call vote was taken on the notion to adopt Amendnent
2.

I N FAVOR: Hawker, Joul e, Myses, Chenalut, Fate, Foster,
Harris, WIIlians
OPPQOSED: Stoltze, Croft

Vice Chair Meyer was not present for the vote.
The MOTI ON PASSED ( 8- 2).

Representative Croft MOVED to ADOPT conceptual Anmendnent 3,
reinstating |anguage that Section #6 of the S version,
include the stair steps of the blood al cohol |evel (BAC) and
increase the penalties and requirements for interlock
devices. Co-Chair WIIlians OBJECTED.

Co-Chair WIllians stated that the HB 342 would be HELD in
Commttee for further consideration.

HOUSE BI LL NO._ 275

An Act relating to veterinarians and ani mal s.
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Co- Chai r Harris MOVED that work draft #23-LS0940\B
Luckhaupt, 4/27/04, be the version of the |egislation before
the Commttee. There being NO OBJECTIQN, it was adopted.

PETE ECKLUND, STAFF, HOUSE FINANCE COW TTEE STAFF,
REPRESENTATI VE BI LL WLLI AVS, expl ai ned the changes nade to
the work draft.

. Page 2, Lines 16, clarifies that the Departnent of
Envi ronnmental Conservation 1is the Departnent to
establish the regul ati ons.

. Page 2, Line 28, adds language “if warranted” to
clarify if cruelty is happening to ani mals.
. Page 4, Line 24, provides a technical change for

cruelty to animals in the 1% degree and would
reenact the proposed | anguage in the sanme section.

. Page 4, Line 31, adds new |anguage, “intentionally
kills or injures a pet or livestock by the use of
poi son”.

. Page 5, indicates that in existing State statute,
offenses are listed for prosecution. Language was

al so added in Subparagraph 1 & 5, and Line 15,
Subpar agraph 2, renoved | anguage “for just cause”.

. Page 5, Line 24, added |anguage: “This section does
not apply to generally accepted dog nusher practices
or contests.”

. Page 6, Line 4, the Departnent of Law has
recommended that a probation can |ast no |onger than
ten years.

. Page 6, Lines 8 & 12, deletes “donestic aninmal” and
inserts “pet or |ivestock”.

. Page 6, Line 25, addresses concerns with subsistence
hunting or trapping activities.

. Page 6, Line 27, adds |anguage “to control vermn”.

. Page 7, Line 3, adds a technical anendnent “in the
second degree” as a Class B m sdeneanor.

. Page 7, Line 12, adds |anguage “after 10 years” as
recommended by the Departnent of Law.

. Page 7, Line 23, defines pet to nean, “Donesticated

ani mal kept for conpanionship or anusenent.”

Co-Chair Harris MWED to report CS HB 275 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal notes. There being NO OBJECTION, it was
so ordered.

CS HB 275 (FIN) was reported out of Commttee with “no
recommendation” and zero note #1 by the Departnent of Law,
zero note  #3 by the Depart ment of Envi r onnent al
Conservation, zero note #4 by the Departnent of Public
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Safety and indetermnate note #5 by the Departnent of
Adm ni stration.

HOUSE BI LL NO._ 255

An Act anending the Alaska Wage and Hour Act as it
relates to flexible work hour plans, the provision of
training wages, and the definitions of certain terns;
and repealing the exenption in the Act fromthe paynent
of m ni mum wages for |earners.

Co-Chair Harris MWED to ADOPT work draft #23-LS082\B,
Craver, 4/26/04, as the version of the legislation before
the Committee. There being NO OBJECTION, the draft was
adopt ed.

REPRESENTATI VE NORMAN RCKEBERG, SPONSCOR, expl ained the
change made renobves any reference to the flextine
provi sions. Al so, categories have been redefined under the
wage and hour act by renoving the test and changing the
regulatory nultiplier from2.5%to 2.0% above m ni num wage.
The change renoves uncertainty for the enployers in
accounting for their enployee’s activities.

Representative Rokeberg requested that the Commttee
consider an anendnent to the work draft, deleting Section 3.
He commented that the B version is “lightweight” conpared to
the original bill. The bill would enable enployers
t hroughout the State to recruit and retain nanagenent type
personnel w thout stepping on the rights of the enpl oyees to
receive overtine. He added, changing the nmultiplier equates
to an anount equal to former wage and hour pay when there
was a |ower mninmm wage. Under current regulations and
law, given the increase of the mninmum wage, the 2.5%
multiplier equals $37 thousand dollars per year. Prior to
the increase in mnimm wage, that anmount was $29 thousand
dol l ars per year. HB 255 proposes a two tinmes multiplier
thus providing a m niml increase.

Representati ve Rokeberg noted that there are attorneys on
line representing the enpl oyers.

Co-Chair Harris MOVED to AMEND HB 255, deleting | anguage on
Page 3, Line 23, which would clean up the intent. There
bei ng NO OBJECTI ON, the anendnent was adopt ed.

Representative Croft nentioned the overtinme restriction,

Page 2, Lines 24 and 25. He pointed out that there were
three different definitions:

. An individual engaged in an adm nistrative capacity;
. An i ndividual engaged in an executive capacity; and

House Fi nance Committee 9 04/ 27/ 04 1:46 PM



. An individual engaged in the professional capacity.

Representative Croft asked the use of the wage and hour
laws, if the three groups are |listed. Representati ve
Rokeberg pointed out that |anguage currently exists in
current State Statute and is sonmewhat reflective of federal
gui del i nes.

Representative Croft asked where the section was |ocated
that deleted the old definitions. Represent ati ve Rokeberg
replied it is in regulation.

TAPE HFC 04 - 99, Side B

AVANDA W LSQON, STAFF, REPRESENTATI VE NORMAN ROKEBERG st at ed
that the definitions are currently in regulation and fit
under the statutes that provide for anything that needs to
be clarified. Representative Croft asked if the intent was
to place the regulations into statute. Ms. W1 son pointed
out there have been changes nade and that the current
regul ations were developed in 1976 and have not been
updat ed.

Representative Croft pointed out one change added the

| anguage “holding position of responsibility”; that was
customarily exercised as discretionary authority. He asked
if the language would be a substitution. Representati ve

Rokeberg responded that it would be added in addition. He
rem nded nenbers of the online testinony available to
provi de a | egal anal ysis.

Representative Croft enphasized the [|anguage had been
deleted from federal regulation for inportant reasons. He
worried that the proposed |anguage would be too vague for
the federal governnent. Represent ati ve Rokeberg responded
that there had been discussion on adopting new federal
regul ati ons but the Al aska regul ations were nodified to them
based upon casel oads.

Co-Chair Harris inquired if Representative Rokeberg had

wor ked W th or gani zed | abor on t he | egi sl ation.
Represent ati ve Rokeberg responded that they had but did not
cone to a final conclusion. He admtted that he did not

have an indication that | abor endorses the |egislation.
Co-Chair Harris asked what sone of the Union “blocks” were.
Represent ati ve Rokeberg responded that perhaps would be the
renmoval of the 80/20, 60/40 passes.

BARBARA  HUFF- TUCKNESS, D RECTOR  OF LEG SLATIVE  AND
GOVERNMENTAL  AFFAI RS, TEAMSTERS LOCAL 959,  ANCHORACGE
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explained that there had been a neeting in which
Represent ati ve Rokeberg invited the industry representatives
and several nenbers of organized | abor. The two issues
di scussed at that neeting was industry concern with respect
to the m nimum wage issue and the 80/20, 60/40. Organi zed
| abor has not participated in any of the drafts. There have
been conversations regarding sone of the concerns. She
asked to discuss those for the record.

Ms. Huff-Tuckness referenced Page 1, Section 1, Lines 10-11,
del eting |anguage specifying that it would not apply to
those persons acting in a supervisor capacity. By renoving
that |anguage, if a person was a “supervisor”, they could

receive overtine. Nor does the bill define anywhere, the
definition of “supervisor”. The regulations do define a
supervisor and maintains the 20% rule. Ms. Huff-Tuckness

noted concern that it is easier to change regulations within
the departnments than it is to change laws through the
| egi sl ati ve process. She questioned if not including that
definition was the intent to nodify what is currently in
regul ation. The supervisory issue has created sone concern.
She referred to Page 2, Line 17(b), which raises the
guestion of who is entitled to overtine. She pointed out
Page 2, Line 5, language is nuch too broad and exenpt from
ot her provisions under that change. M. Huff-Tuckness read
from a report, which covers the proposed |abor standard
changes. After careful consideration of submtted public
coments, the Departnent agrees that the standard brings
clarity and certainty to the admnistrative exenption. She
offered to provide a copy of the docunent, which describes
the fair |abor standards.

Ms. Huff-Tuckness objected to |anguage on Page 2, Line 5.
On Lines 11 & 12, the |anguage has been changed. She
i ndicated that |anguage was deleted from current statute:
“As and does not devote nore than 20% on the case of an
enployee in a retail or service establishnment who earns tine
and a half”. That | anguage renoves the sideboards from
regul ation and out of statute. Theoretically, there could
be an individual that has worked in any area. The primary
duty nust be defined as it is in State statute and
regul ati on negating the 60/40 or 80/ 20.

Ms. Huff-Tuckness referred to Page 2, Lines 18&19, stating
that current regulation reads, “Who customarily and
regularly directs the work of two or nore other enployees”.
Redundant | anguage was added and she questioned the purpose
of that change. Line 23 <contains the position of
responsibility issue as raised in Line 5. On Line 24,
| anguage was added that has changed how an adm ni strator or
adm ni strative enployee would be conpensated. Under the
regul ati ons, the enployee is conpensated based on a sal ary.
Under the proposed statute change, the enployee would be
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conpensated at | east double the m ni numwage. The Union has
not agreed to that change.

Ms. Huff-Tuckness noted that Page 3, Line 16, nmarks the
position of responsibility concern raised earlier. Line 23,
and the repeal of the training, is |anguage supported by the
Uni on.

Ms. Huff-Tuckness sunmmarized there are many concerns wth
the proposed bill, and urged that the nenbers of the House
Fi nance Comm ttee consider the federal |abor standards. The
application of the proposed statute would have a dramatic
ef fect on thousands of enployees in the State of Al aska who
currently receive overtinme, and would no |onger be eligible
for it.

Representative Croft thought that the old 80-20 rule put
si deboards up defining what the real work is and if it
nerits time and a half. He asked what the 60-40 portion
represented. M. Huff-Tuckness understood that would apply
a nore stringent task, allowng for an enployer to not pay
overtine.

JOHN SEDER, (TESTIFIED VIA TELECONFERENCE), ATTORNEY ON
BEHALF OF ALASKA FI SHERMEN, ANCHORAGE, noted that the
federal regulations were filed on April 23" 2004. They
will be effective August 23 and by that change, the
federal system w |l no |onger have an 80-20 test. W t hout
that in place in the federal system the result wll nmake
Al aska | aw anti quat ed. M. Seder reviewed the exenption
| anguage of all states, 31 of which currently follow the
Fair Labor Standard Act (FLSA) automatically, nmaking the
federal change in August 2004. Seven states, which includes
Al aska, track the long test under the federal system so
that enployers will have to conply under both federal and
state standards. HB 255 noves the State to nore primary
duties and would becone the cornerstone for federa

regul ati ons.

Representati ve Rokeberg asked about the sole branch or

single operator system M. Seder stated that the sole
charge exenption has been under federal guidelines for the
last fifty years. In the sole charge of business, assunes

that if you would qualify under |anguage |listed on Page 2,
Lines 17-19, there would be a qualification of tests. The
title does not dictate the result, but focuses on the
position, duties and responsibilities.

AT EASE: 2:59 P. M
RECONVENE: 3:03 P.M
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BI LL EVANS, (TESTIFIED VIA TELECONFERENCE), ATTORNEY,
ANCHORAGE, referenced the argunent of why the 80/20
provi sion was essentially “unworkable and unfair”.

GREG O CLARAY, COW SSI ONER, DEPARTMENT OF LABOR, noted that
t he Departnent took no position on the bill

Co-Chair Harris pointed out that HB 255 contained a nmjor

di sagreenent between the sponsor and organized | abor. He
asked how long since both parties had cone together to
di scuss these changes. Representati ve Rokeberg replied it

had been si x weeks.

Co-Chair Harris advised that there are two other nmgjor
i ssues, the unenpl oynent insurance and worker’s conpensati on
bills. He noted concern that these are serious issues for
| abor and business and recomended that everyone cone
together and gets the bill to a place of acceptance for all
concerned parties. Represent ati ve Rokeberg indicated that
he was willing. He added that the Legislature has not been
“friendly to business”, pointing out that HB 255 provides
recognition that the wage and hour |aws should have certain
uniformty. He believed that the legislation would bring
Al aska into the 21% Century. Testinmony has shown that the
tests are dated and that the bill before the Commttee
provides a conpronmise to a 30-year old standard. The
| egi sl ati on would nodify the current regul ations.

Representati ve Rokeberg reiterated that he was willing to
neet with |abor as these issues are past due. He added that
there is a need to have joint effort between the |eadership
and the Legislature to resolve these concerns.

Co-Chair Harris requested to work wth Representative
Rokeberg regardi ng the issues and asked to include unionized
| abor to help better understand them nore thoroughly. Co-
Chair Harris hoped that the bills could all nove forward at
the sane tine.

HB 255 was HELD in Commttee for further consideration.

CS FOR SENATE BILL NO. 300(FIN)

An Act relating to an attorney's Ilien, to court
actions, and to other proceedings where attorneys are
enpl oyed; and providing for an effective date.

SENATOR BERT STEDVAN, SPONSOR, comrented that SB 300 woul d
elimnate an wunfair and potentially disastrous federal
incone tax issue affecting Alaskan taxpayers and would
prevent the Internal Revenue Service (IRS) from taxing two
Al askans on the sane incone. SB 300 would correct the
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unjust treatnent of Al askans under the current 9th Grcuit
rulings.

Senat or Stedman continued, that because of a peculiarity in
State law, Alaskans who win in court mght pay federal
income tax on incone. \Wen Alaskans file their federal tax
return, they nust report any litigation recovery allocated
to attorney fees as gross incone, even if they receive no
econom ¢ benefit from the fees. The federal governnent
taxes the portion of the prevailing award tw ce, once as
income to the client and again as income to the client’s
att or ney. There is no federal tax deduction to offset the
i nequity.

Under the current Alaska lien law, AS 34.35.430, attorneys
have a “subordinate lien” or ownership interest in the
“cause of action”. O her states, including Oegon, use
different |anguage to specify that as long as an attorney
has filed an appropriate lien and is owed nobney by the
winning client, all fee awards or paynents nade to the
client belong exclusively to the attorney. In so vesting
the attorney with the property interests of the award, those
states avoid the wunfair tax burden currently inposed on
Al askans. Instead, any portion of an award retained to pay
attorney costs, is not inconme to the client.

Senat or St eadman summari zed that SB 300 woul d change Al askan
law to prevent the Internal Revenue Service (IRS) from
taxi ng Al askans on incone they do not receive. The bill
recogni zes that court awarded fees, which pass through to
the attorney would be incone to that attorney. And as such,
the attorney would be responsible for paying federal incone
tax on that portion of their incone.

Representative Hawker inquired if Senator Steadman was
confortable with the |anguage change nmde in the House
Judiciary version. He believed that those changes nade the
intent nore clear. Senator Steadman replied he was
confortable with changes nmade in preceding commttees.

Representative Hawker MOVED to report HCS CS SB 300 (JUD)
out of Committee with individual recomrendations and wth
t he acconpanying fiscal notes. There being NO OBJECTION, it
was so ordered.

HCS CS SB 300 (JUD) was reported out of Comnmttee with a “do
pass” recomrendation and with zero note #1 by the Departnent
of Natural Resources, zero note #2 by the Al aska Court
System and zero note #3 by the Departnent of Law.

SENATE BILL NO._ 285
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An Act relating to nedical assistance coverage for
targeted case managenent services and for
rehabilitative services furnished or paid for by a
school district on behalf of certain children; and
providing for an effective date.

JERRY FULLER, PRQIECT DI RECTOR, OFFI CE OF THE COVWM SSI ONER
DEPARTMENT OF HEALTH & SOCIAL SERVICES, noted that the
Departnent had requested SB 285 to address techni cal changes
on mssing |anguage from when school based service
| egislation was added to statute. The bill rmakes a
nodi fi cation to define school - based services as
rehabilitation services for the federal Medicaid funding
dol | ars.

The bill also allows the Departnent to take a nore |ibera
view of the requirenents for prescriptions so to provide
better services. The | anguage change allows the schools
nore flexibility in admnistrating the programwhile billing
for Medicaid services in the schools.

M. Fuller continued, the second portion of the bill targets
case managenent as an additional “optional” Medicaid service
so the Departnent can begin coverage. The intent was to
find areas where the State is currently paying general fund
dollars for case-managenent and define it 1in Medicaid
| anguage, providing about 60% federal funds for those
servi ces. He pointed out that it 1is part of the
Departnent’s efforts to |everage federal funds to support
Medi cai d prograns.

Represent ati ve Hawker referenced a March 3, 2004 letter from
the Alaska Mental Health Board, requesting a reply to
certain concerns. (Copy on File). M. Fuller responded
that the major concern indicated by the Board is the
fragnentation of the nmental health system An issue based
on the assunption that the Departnment is ready to add
behavioral health services as an optional service, which
schools could provide as a rehabilitation option. The
reality is that the Departnent has not yet nade that |eap.
The only services that the Departnent is noving forward with
are the therapies such as:

. Physi cal
. Speech
. Cccupati on

M. Fuller continued, before anything can occur around
behavioral health services in a school setting, there nust
be a thorough discussion with nental health providers to
guarantee that if those services are included, they will not
result in the previously nentioned fragnmentation. The
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di scussion has not occurred and there are no pending
regul ations to add behavioral health services at this tine.

Representative Foster MOWED to report SB 285 out of
Committee wth individual recommendations and wth the
acconpanying fiscal notes. There being NO OBJECTION, it was
so ordered.

SB 285 was reported out of Commttee wth a “do pass”

recommendation and with zero notes #1 & #2 by the Departnent
of Health & Social Services.

HOUSE BI LL NO. 342

An Act relating to driving while intoxicated; and
providing for an effective date.

PETE ECKLUND, HOUSE FI NANCE COW TTEE STAFF, REPRESENTATI VE
BILL WLLIAMS, noted there was a conceptual anendnment on the
table offered by Representative Croft.

Representative Croft WTHDREW his MOTI ON to adopt conceptua
Amendnment 3. (Copy on File).

Co-Chair WIllians MOVED to ADOPT conceptual Anmendnment 4.
(Copy on File). The anendnent reads:

“If a person violates the conditions of a limted
license or is convicted of Driving Under the Influence
(DU') while operating a vehicle with a limted |icense,
they will be ineligible for a limted license in the
future.”

M. Ecklund explained that the anendnent would clarify that
if a person has a limted license and they violate the
conditions or receive another DU while having the limted
| i cense, the |anguage would ban them from getting a future
limted |icense. There being NO OBJECTION, conceptual
Amendnent 4 was adopt ed.

Representative Foster MOVED to report CS HB 342 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal notes. There being NO OBJECTION, it was
so ordered.

CS HB 342 (FIN) was reported out of Conmttee with an
“amend” recommendation and with zero note #1 by the Al aska
Court System zero note #2 by the Departnent of Law, zero
note #3 by the Departnment of Public Safety, indetermnate
note #5 by the Departnent of Corrections and a new
i ndeterm nate note by the Departnent of Adm nistration.

House Fi nance Committee 16 04/ 27/ 04 1: 46 PM



TAPE HFC 04 - 100, Side A

HOUSE BILL NO. 531

An  Act relating to natural gas exploration and
devel opment and to nonconventional gas, and anending
the section under which shallow natural gas |eases may
be issued; and providing for an effective date.

Representative Fate W THDREW Anendnent 1, #23-LS1818\V.1,
Chenowet h, 4/21/04. (Copy on File).

Representative Croft MOVED to ADOPT Anendnent 2. Co- Chair
Wl lianms OBJECTED.

Representative Croft explained that Amendnent 2, Page 1,
Lines 5-8, addresses “the owner and the State and its
| essees, successors, or assigns reach a prior witten

agreenent”. The anmendnent allows the surface owner, the
right to have control of what is done on their property. It
requi res that an agreenent be reached with the surface owner
before the rigs and drilling operations begin. He

acknow edged the inherent difficulty in Al aska s ownership
of the subsurface rights, which is often referred to as the
split estate issue, a difference in ownership between the

subsurface and the surface rights. It creates tension
because they are often not in agreenent about what should
happen bel ow. In the area of coal bed nethane as the

| anguage is limted to that, there needs to be deference to
the surface owner, receiving their permssion before using
t he | and.

ELEANOR WOLFE, STAFF, REPRESENTATI VE BEVERLY MASAK, stated
that the issue of “perm ssion” was addressed in the House
Resource Subcommittee and the | egal drafter advised that the
| anguage was contrary to the intent of the State
Constitution. She stated it could set the State up for a
| awsuit, adding that the sponsor objects to inclusion of
Amendnent 2.

Co-Chair Harris understood that HB 531 contained a *“best
interest finding” section so that property concerns woul d be
addressed between the Departnent of Natural Resources and
the | easeholder. M. Wl fe said that was correct.

Co-Chair Harris asked if there could possibly be a |egal
probl em associated wth the legislation and wth the
anmendnent . Representative Croft responded that soneone
could sue if the State maintains the right to decide whet her
to develop or to choose the conditions under which to
devel op the resources. The federal governnent does not want
the State to give the resources away. He clained that the
amendnent would allow the State to choose when and under
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what conditions to devel op. He believed that soneone wll
chal | enge the issue.

Co-Chair Harris asked if Representative Croft thought that
the Alaska Constitution would allow a private property
owner, under the split estate issue, to legally wthhold
access onto their property to soneone who held a | ease from
the State subsurface rights. Representative Croft responded
that bonding only requires that the party put a bond up for
t he damage they do. Gover nnent bureaucrats determning if
it is in everyone's best interest and not just the property
owner determ ne the best interest finding. He thought that
the legislation could take the State too far. In the area
of non-conventional gas, the State should require an
agreenent first.

Co-Chair Harris commented that could address State ownership
of land. He asked what w Il happen with private ownership.
He understood that Amendnent 2 could provide the private
property owner the responsibility and right to demand, from
the subsurface |easeholder, certain criteria before they
al l ow access on the property for drilling. Representati ve
Croft acknow edged that they could have veto authority if
they do not cone to an agreenent and rem nded nenbers that
the nature of coal bed nethane is often in small parcels in
devel oped areas and would be part of the |ease when
rel eased.

Co-Chair Harris inquired if Anmendnent 2 applies only to new
| eases. He nmentioned the current shallow gas-Ieasing
program asking if the anendnent would be retroactive.
Representative Croft did not know.

JACK CHENOWETH, ATTORNEY, ALASKA LEGAL SERVI CES, responded
to concerns voiced by Co-Chair Harris. He noted that
Amendnment 2 would not cover existing |eases as drafted.
Representative Croft interjected that had been his intent.
He recomended using a buy back for the |ooking back
portion, setting the correct rules for the | ooking forward.

Co-Chair Harris observed that if HB 531 were passed, the
current Shallow Gas Act would be repeal ed. Representati ve
Croft stated that would be good. He noted that there are
references to non-conventional gas in the bill. The
proposed anendnent provides one additional requirenment for
t he conventi onal gas.

REPRESENTATI VE BEVERLY NMASEK, SPONSOR, spoke in opposition
to Amendnent 2, commenting that the anmendnent was not
relevant to the issue.

Aroll call vote was taken on the notion.

I N FAVOR: Joule, Stoltze, Croft, Harris
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OPPOSED: Meyer, Chenault, Fate, WIIlians

Representati ves Mses, Foster, and Hawker were not present
for the vote.

The MOTI ON FAI LED (4-4).

Vice Chair Meyer MOVED to ADOPT Amendnent 3, 23-LS1818\V. 3,
Chenowet h, 4/27/04, on behalf of Representative Masek.
(Copy on File). Co-Chair WIIliams OBJECTED for the purpose
of di scussi on.

Ms. Wlfe stated that one of the concerns that the Al aska
Ol and Gas Association (AOCGA) had with the proposed
| egi slation was a provision listed on Page 40, Lines 9-11,
Section (B); Anendnent 3 would renove that |anguage.

Representative Joul e pointed out that Amendnment 3 woul d al so
del eted Section (A). M. Wlfe advised that section was no
| onger needed once Section (B) was del et ed.

Co-Chair WIlliams WTHDREW his OBJECTI O\ Representati ve
Croft OBJECTED, questioning why the section should be

removed. Ms. Wlfe replied that portion of the bill takes
the State into Title 38 and was far nore stringent than
anyt hi ng currently under conventi onal gas | easi ng.

Representative Croft WTHDREW his OBJECTION to Anendnent 3.
There being NO further OBJECTI ON, Arendnent 3 was adopt ed.

Co-Chair Harris MOVED to ADOPT Anendnent 4, 23-LS1818\V.2
Chenowet h, 4/27/04. (Copy on File). Co-Chair WIIlians
OBJECTED for the purpose of discussion.

Ms. Wl fe explained that Amendnent 4 had been a
recommendation received fromthe Division of QI and Gas in
an effort to solve the mner’'s difficulty. The anendnent
| anguage takes the existing held applications and allows
them to convert to an exploration |icense. It would be a
“one-tinme good deal” only at the sane rate of $1 dollar per
acre, the sane as the shallow gas |ease, allowng them to
continue to pursue their gas interest, while elimnating
sone specul ators.

Co-Chair Harris pointed out that there are applications for
| eases near shallow gas m ning. He questioned if they would
be required to have a best finding.

M. Chenoweth explained that the best interest findings
woul d be required, found in the anendnent on Page 1, Line 20
& 21, (b): “The provisions of AS 38.05.035(e) apply to an
application nmade under (a) of this section.” That |anguage
is the best interest finding requirenent for the applicant.
Co-Chair Harris noted that the applicant would not have to
go through the conpetitive bid process.
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Representative Chenault asked if the |anguage would allow
conventional drilling. M. Chenoweth responded that coal
bed nethane |eases would only be allowed conversion to a
conventional gas | ease.

Co-Chair Wllianse WTHDREW his OBJECTION to Anmendnent 4.
There being NO further OBJECTIONS, it was adopted.

Co-Chair Harris MWED to report CS HB 531 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CS HB 531 (FIN was reported out of Committee with a “no

recommendation” and with zero note #1 by the Departnent of
Nat ural Resources.

HOUSE BILL NO._ 395

An Act relating to shallow natural gas |easing and the
regul ation of shallow natural gas operations.

RI CK VANDERKOLK, (TESTIFIED VIA TELECONFERENCE), STAFF,
REPRESENTATIVE JOHN HARRIS, reviewed the legislation and
provided a sectional analysis. He stated that the bill was
designed to resolve concerns of many Al askans who have coa
bed nethane developnent in the area of their property
rights, water quality assurance, and |ocal involvenent of

resi dents. Recently, many concerns have been raised by
residents of the Mat-Su and Honer areas through a series of
public foruns. All  sponsors have worked diligently,

listening to public input from numerous conmunity hearings
and comments received during the conmttee process.

M. Vanderkolk pointed out that the conmttee substitute
fromthe House Resources Committee requires that:

. Public coment and other routes of access are
considered prior to executing a | ease.

. The integrity of the affected water supply is
pr ot ect ed.

. Public notice is given prior to the award of a | ease
via newspaper and direct mail.

. The owner’s surface property is restored in the
event of damage.

. Noi se fromfield operation is mtigated.

. Shal l ow natural gas exploration is defined and

capped at 3,000 feet.
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M . Vander kol k hi ghlighted changes made to that version of
the bill.

Section 2: Term nol ogy change: Shallow natural gas was
redesi gnated as “nonconventional gas”.

Section 7: Adds a new chapter on nonconventional gas
operations for |and not governed by 38. 05.

Section 9: Stipulates the manner (distance) in which
water wells are tested for purity, as suggested by
Alaska Ol and Gas Conservation Comm ssion (AOGCC) as
best engi neering practice.

Section 16: Mandates that water discharge from coal bed

met hane drilling be regulated by the Departnent of
Envi r onnment al Conservation (repeating the ~current
exenption).

Sections 23 & 24: These sections are the contingency
repealers. They enunerate that Sections [2, 4, 6, 12,
15, 17, 19, & 22] wll take effect if, and only if, HB
531 passes.

Co-Chair Harris MOVED to ADOPT Anmendnent 1, #23-LS1314\M 1
Chenowet h, 4/ 27/ 04. (Copy on File). Representati ve
Chenault OBJECTED for the purpose of discussion.

JACK CHENOWETH, ATTORNEY, ALASKA LEGAL SERVICES, expl ai ned
that the focus was the public forum process, located in
Sections 3 & 4. The intent is to nove the shallow natura
gas provision and delete it and the renaining changes
provide the conform ng |anguage. Co-Chair Harris pointed
out that Sections 3 and 4 woul d be del eted because with the
enactnment of HB 531, the public notice falls under the
general best interest findings.

Representative Croft noted concern that the tinelines under
the best interest findings would not be well defined. Co-
Chair Harris stressed that there would be a transition
between the two different systens. The previous bill would
elimnate the existing system There would not be any ot her
| eases under the existing shallow natural gas provision.

Representative Croft naintained that the previous system
failed the public and that he would prefer specifics. Co-
Chair Harris thought it would be “cleaner” if it were
removed, however, it was not critical.

MARK MEYERS, (TESTIFIED VIA TELECONFERENCE), DI RECTOR
DIVISION OF OL AND GAS, DEPARTMENT OF NATURAL RESOURCES
ANCHORAGE, noted that there are differences between Sections
3 and 4, regarding the best interest finding process. I n
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Section 3, Line 19, the authority that the process works
t hrough and the regul ations for that should pass through the
Alaska G| and Gas Conservation Comm ssion (AOGCC) process.
He believed that the best interest findings could |ook at
issues in a nore general sense with sone overl ap.

Representative Croft referred to Sections 3 and 4, noting
that Section 3 establishes AS 31.05.098 and Section 4
repeals and reenacts AS 31.05.098(a). The reason those two
sections had been included was because they address the
conditional effects of what happens if HB 531 passes. He
stressed that those sections are inportant and offered to
work with the sponsor to address his concerns.

Co-Chair Harris W THDREW Anendment 1.

Co-Chair Harris MOVED to ADOPT Anendnent 2, #23-LS1314\ M 2,
Chenowet h, 4/27/04. (Copy on File).

M. Chenoweth comrented that Anendnent 2 had been introduced
in response to an initiative submtted by Representative
Seaton, who wanted to see a clear statenent that the
provi sions added would apply to |eases issued under 177(c,
f, k issues omtted) and (p & g were added). The | anguage
defines when the | ease shall be in effect. Those are |eases
already issued and in effect on the effective date.

There being NO OBJECTION to Anmendnent 2, it was adopt ed.

Co-Chair Harris MOVED to ADOPT Anendnent 3, #23-LS1314\ M 3,
Chenowet h, 4/27/04. (Copy on File).

M. Chenoweth explained that the anendnent addresses if a
| essee shoul d surrender or releases a | ease, the |ease could
not be re-leased w thout going through the new requirenents
under HB 395 and if HB 531 takes effect, w thout conplying
under the appropriate sections in that bill

Co-Chair Harris noted that under the current shall ow natura
gas provisions, the State would be required to issue |eases
if a second party was interested in a returned |ease. \V/ g
Chenowet h agreed that there would be no specific protection
to require themto be rel eased under the anended | aw.

There bei ng NO OBJECTI ON, Amendnent 3 was adopt ed.
Representative Croft W THDREW Anendnent 4.

M. Chenoweth noted the sponsor had requested an additiona
anendnent, presently being drafted, to address coal mning
and m neral | easing. M. Chenoweth requested the |atitude

to conform HB 531 and HB 395, including all technical
changes.
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Co-Chair Harris MOVED to allow all conform ng anendnents and
technical changes to be drafted by M. Chenoweth. There
bei ng NO OBJECTIQN, it was so ordered.

TAPE HFC 04 - 100, Side B

Representative Foster MOVED to report CS HB 395 (FIN) out of
Committee wth individual recommendations and wth the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CS HB 395 (FIN was reported out of Committee with a “do

pass” recommendation and wth fiscal note #2 by the
Departnent of Natural Resources.

ADJ QURNVENT

The neeting was adjourned at 4:16 P. M

House Fi nance Committee 23 04/ 27/ 04 1: 46 PM



