HOUSE FI NANCE COWM TTEE
April 30, 2004
8:43 A M

TAPE HFC 04 — 103, Side A
TAPE HFC 04 - 103, Side B

CALL TO ORDER

Co-Chair WIllianms called the House Finance Commttee neeting
to order at 8:43 A 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

Senator Gary Stevens; Ray R utta, Executive Director, Al aska
Seaf ood Marketing Institute, Juneau; Tom Wight, Staff to
Representative Harris; Laura daiser, Director, Division of
El ections, Ofice of the Lieutenant Governor; Joe Bal ash,
Staff to Senator CGene Therriault; Dave Stancliff, Staff to
the Admnistrative Regulation Review Conmmttee; Andy
Henmenway, Seni or Heari ng Oficer, Depart nent of
Adm ni stration; Janmes Arnstrong, Staff to Representative
Willianms; Jeff Otesen, Director of Program Devel opnent,
Department of Transportation & Public Facilities; Mrl
Thompson; Joe Dubler, Chief Financial Oficer, Al aska
Housi ng Fi nance Corporation, Departnent of Revenue; Brian

But cher, Legi sl ative Liaison, Al aska Housing Finance
Cor poration, Departnent of Revenue; Eric Swanson, Director,
Di vi si on of Adm ni strative Servi ces, Depart nent o

Adm ni stration; Zach \Warw ck, St af f to Senator Gene
Therri aul t

PRESENT VI A TELECONFERENCE

Paul Kapansky, Director of Mrtgage Operations, Al aska
Housi ng Fi nance Corporation, Departnent of Revenue
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SUMVARY

HB 459 An Act requiring an auditable paper trail for
el ectronic voting machines; and providing for an
effective date.

CSHB 459( STA) was REPORTED out of Committee with a
"do pass" recomendation and one previously
publ i shed fiscal inpact note.

HB 561 An Act providing for and relating to the issuance
of general obligation bonds in a principal anount
of not nore than $1,000,000 for the purpose of
paying the cost of state transportation projects;
and providing for an effective date.

HB 561 was heard and HELD in Commttee for further
consi derati on.

CS SB 203(FIN) am

An Act relating to admnistrative hearings, to
hearing officers, and to admnistrative |[|aw
judges; establishing the office of adm nistrative
hearings and relating to that of fice; and
providing for an effective date.

HCS CSSB 203(FIN) was REPORTED out of Conmittee
wth a "do pass" reconmendati on and si xteen fiscal
i npact notes.

CSSB 273(FI N)

An Act anending the size, nenbership, and powers
of the board of directors of the Al aska Seafood
Marketing Institute and making a correspondi ng
change in the quorum requirenent; authorizing the
establi shnment of the seafood narketing assessnent
at arate of 0.5 percent or 0.6 percent of the
val ue of seafood products produced; providing for
an election to retain, termnate, or increase the
seaf ood marketing assessnent; providing for the
repeal of the salnon marketing tax and provisions
related to the sal non marketing tax; and providing
for an effective date.

HCS CSSB 273(FIN) was REPORTED out of Conmittee

wi th individual recommendati ons and two previously
publ i shed fiscal inpact notes.
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SB 274 An Act relating to the housing assistance | oan
fund in the Alaska Housing Finance Corporation;
creating the housing assistance |oan program
repealing loans for teacher housing and providing
for | oans for multi-famly housing; maki ng
conformng anendnments; and providing for an
effective date.

SB 274 was REPORTED out of Conmittee with a "do
pass" recommendati on and one previously published
zero fiscal inpact note.

SB 295 An Act extending the termnation date of the
Navi gable Waters Comm ssion for Alaska; and
providing for an effective date.

SB 295 was REPORTED out of Conmmttee with a “do
pass” recommendati on and one previously published
i ndeterm nate fiscal inpact note.

SB 305 An Act relating to state ownership of subnerged
| and underlying water that was navigable at the
time Al aska achi eved stat ehood.

HCS SB 305(FIN) was REPORTED out of Committee with
a "do pass" recommendation and one previously
publ i shed fiscal inpact note.

#HBA459
HOUSE BI LL NO. 459

An  Act requiring an auditable paper trail for
el ectronic voting machines; and providing for an
effective date.

REPRESENTATI VE HARRI' S, SPONSOR, commented that the bil
relates to the national issue of Florida s vote count during
the last Presidential election. It addresses electronic
voting machines that would provide a paper trail in the
event that a vote was disputed and needed verification. The
bill would also provide direction to the Division of
El ecti ons.

Representative Stoltze asked if the new electronic voting
machines are Anmerican D sabilities Act (ADA) technol ogy.
Representative Harris affirned.

Representative Fate asked the approxi mate useful life of the
t hermal copi ers.

TOM VWRI GHT, STAFF TO REPRESENTATIVE HARRI'S, was unable to
answer and deferred to Ms. d ai ser.
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LAURA GLAI SER, DI RECTOR, DI VISION OF ELECTIONS, OFFICE OF
LI EUTENANT GOVERNOR, replied that it is all new technol ogy,
and still in the research and devel opnent phases. The
Division didn’t know the life of the systens. She thought
the concerns about jamm ng woul d be corrected.

Representative Joule commented on the close elections in
Al aska and thought that the bill would clear up anbiguity by
providing a paper trail.

Representative Foster MOVED to report CSHB 459(STA) out of
Comm ttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

CSHB 459( STA) was REPORTED out of Committee with a "do pass”
recommendation and one previously published fiscal i npact
not e.

#HB561
HOUSE BILL NO. 561

An Act providing for and relating to the issuance of
general obligation bonds in a principal anount of not
nore than $1, 000, 000 for the purpose of paying the cost
of state transportation projects; and providing for an
effective date.

JAMVES ARMSTRONG, STAFF TO REPRESENTATI VE W LLI AVS, expl ai ned
that the bill partially mrrors HB 525 that passed two years
ago that was a conbinati on of GARVEES and general obligation
bonds. This version targets $1 mllion for transportation
projects in Valdez and Ket chi kan.

Co-Chair Harris asked if he was famliar with the federa
revenue in GARVEES, and whether the State currently has nore
capacity in that system M. Arnstrong deferred to M.
QO tesen to respond.

JEFF OTTESEN, DI RECTOR OF PROGRAM DEVELOPMENT, DEPARTMENT OF
TRANSPORTATION & PUBLIC FACILITIES, replied that he would

hesitate to recomend pursuing nore GARVEES revenue. The
Presi dent and the Congressional |eadership can’t resol ve the
funding nunber for the new reauthorization Ilevel. The

President is firm on his low nunber, which wuld see
Al aska’s fundi ng decrease substantially fromcurrent |evels.

HB 561 was HELD in Commttee for further consideration.

#SB273
CS FOR SENATE BILL NO. 273(FIN)

An Act anendi ng the size, nenbership, and powers of the
board of directors of the Al aska Seafood Marketing
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Institute and making a corresponding change in the
quorum requirenent; authorizing the establishnment of
the seafood marketing assessnent at a rate of 0.5
percent or 0.6 percent of the value of seafood products
pr oduced; providing for an election to retain,
term nat e, or i ncrease t he seaf ood mar ket i ng
assessnent; providing for the repeal of the salnon
marketing tax and provisions related to the salnon
mar keting tax; and providing for an effective date.

Co-Chair WIllians commented that W rk draft Version G
Ut ernohl e, 4/26/04, was adopted on 4/29/04. Testi nony was
al so heard the previous day, and the Committee would now
consi der the anendnent by Representative Croft.

I n response to a question by Co- Chair WIlians,
Representative Croft clarified that he had talked to the

bill sponsor, Icicle Seafoods, the UFA and House nenbers
from fishing comunities. The sponsor still preferred his
version of a 7-nmenber or a 9-nenber board. The Al aska

Seafood Marketing Institute (ASM) had a unani nous
resolution supporting a 15-nenber board, while the Sal non
Task Force recomrended a 9- nenber board.

Representative Croft stated that there is agreenent that
this should be a smaller board with sonme increase in the
representation of the processors to encourage their adoption
of the processor tax. The question is whether to tilt it in

favor of processors general l vy, and bi g processors
specifically. He and Senator Stevens still disagreed on the
tilt.

Co-Chair WIllianms commented that he had been on the Sal non
Task Force, and he experienced that boards with 15 nenbers
or 18 nenbers were “like a convention.” The Task Force
wor ked for two years with fishernen and processors to | ower
the board nenbership to get a workabl e conposition.

SENATOR GARY STEVENS, SPONSOR, explained that through two
years of work, the Salnon Task Force crafted a delicate
bal ance on the board to ensure that the right decisions are
made. Processors have a legal right to go to zero and deci de
to put no noney in, but he would encourage the processors to
go to 0.5% or $5 mllion, and allow the salnon fishernmen’s

tax to “spin off into the regional or gani zations.”
He felt that would be the ideal situation. He pointed out
that the bill had gone through several conmttees, and the

House Fisheries Commttee noved it out quickly and, he
t hought, w thout opposition. He hoped that the bill would
remai n intact.

Representative Croft explained that his anendnent is in the
form of a Commttee Substitute, Wrk Draft Version M He
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poi nted out that Version Gis the original bill version that
has 7 or 9 board nenbers on page 2.

Representative Croft MOVED to ADOPT Version Minstead of the
Version G Co-Chair WIIlians OBJECTED

Co-Chair WIIlianms asked about the changes in Version M
Representative Croft explained that the main issue is the
conposition of the board. Sections 2 and 3 on page 2
establish either an 11-nenber or a 13-nenber board. He
reiterated that ASM wanted a 15-nenber board, the Sal non
Task Force wanted a 9-nenber board, and he wanted a
conprom se between those figures. An 11-nenber board would
be conprised of 5 big processors, 2 snmall processors and 4
fishermen. He noted that Representative Seaton had expressed
concern in the Fisheries Conmttee that the big processors
could be a quorum by thenselves, with the ability to pass
measures w thout even one vote from small processors or
fi sher men.

Representative Croft explained that his only concern is to
have an Al askan check on the board’ s decisions. He conceded
that the board should be smaller and the processors’ power
shoul d i ncrease because of their marketing know edge. But he
did not want the processors to have a majority or quorum on
the board. On an 11-nenber board with 5 big processors, only
one Al askan fisherman or one Al askan snmall processor would
be needed to pass their plan. He likened it to the checks
and bal ances in governnent systens. He concluded that is the
primary difference between Version Mand Version G

Co-Chair WIlliams informed the Conmmttee that he was a
menber of the 13-nenber Fish Task Force that covered every
region of state. Participation was better in the second
year. He felt that it isn't inportant if the processors are
from Seattle or Al aska because they nmake deci sions on buying
and selling [enphasis] Al askan product. The processors had
sone farmed fish but they preferred to buy Al askan sal non.
He expressed strong opposition to Representative Croft’s
proposed comm ttee substitute.

Senat or Stevens commented on the ASM Board, explaining that
he’d been a legislative ex officio nenber. He felt that
there was m sunderstanding about the board, which is not
about absolute power, but an organization that decides how
to generically market Al askan seafood products. He feared
that if the board becane parochial, it would elimnate those
who know how to mar ket Al askan products.

Representative Chenault pointed to the $1.5 nmillion that the
current fishernmen would pay if the bill passed, and asked if
it wuld revert to them to specialty market their own
product. Senator Stevens explained that there is another
bill relating to regional marketing. If the Legislature
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passed this bill, the salnon marketing tax of 1% on
fishermen woul d be elimnated on January 1, 2005.

Representative Croft concluded that it is possible for an
11-menber board to be functional. Major conpanies have a
worl dwi de interest that includes Alaska, and often nmake
difficult marketing decisions. Marketing in this new phase
of conpetition with farned salnon requires a new structure
to balance the legitimate interests of nmjor corporations
with Alaska’ s interests.

Co-Chair WIllianms comented that Alaskans John Sund, a
former Representative in the state House, and Terry
Gardi ner, a forner Speaker of the House, own Norquest. He
said that they know Al askan fish and the industry. Co-Chair
WIllians stated that the Fish Task Force had discussed the
i ssue for hours and agreed on this nunber [in Version §G.

Aroll call vote was taken on the notion.

IN FAVOR: Mdses, Croft, Joule
OPPCSED: Meyer, Stoltze, Chenault, Fate, Foster, Hawker,
Harris, WIIlians

The MOTION FAILED (3-8). Wrk Draft Version M was not
adopt ed.

Co-Chair Harris MOWED to report Version G HCS for CSSB
273(FIN) out of Commttee wth individual recommendations
and the acconpanying fiscal note. There being NO OBJECTI ON,
it was so ordered.

HCS CSSB 273(FIN) was REPORTED out of Committee wth
i ndi vidual recommendations and two previously published
fiscal notes.

#SB305
SENATE BI LL NO. 305

An Act relating to state ownership of subnerged | and
underlying water that was navigable at the tine Al aska
achi eved st at ehood.

Vice-Chair Meyer MOWED to ADOPT Wrk Draft #23-LS1489
Version Q Bullock, dated 4/13/04, as the version of
| egi sl ation before the Commttee. There being NO OBJECTI ON,
it was so ordered.

JOE BALASH, STAFF TO SENATOR GENE THERRI AULT, expl ai ned t hat
the Federal Governnment granted all subnerged |ands under
navi gable waters to the State of Alaska at the tinme of
statehood, a nearly 60 mllion-acre entitlenent. Since that
time it has been difficult to wn concessions from the
Federal Governnment on which waters are navigable and which
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are not. In the years since statehood, Al aska has gone to
court to win determnations on 20 water bodies. Those court
decisions refined the criteria by which the determ nation of
navigability is mde. This |legislation stakes out the
State’s claimto those water bodies fitting the criteria.

M. Bal ash pointed out the |anguage on page 3, line 8 that
directs the Comm ssioner of the Departnent of Natural
Resources (DNR) to nmke determ nations of navigability, to
conpile a list, and to map the water bodies. It also directs
the DNR to give notice to the Bureau of Land Mnagenent
(BLM of the State asserting the claimand staking it.

M. Bal ash expl ained that Senator Therriault pledged to work
with the Native regional corporations. Navigable water
bodi es over subnerged |lands belong to the State. Wen the
BLM used incorrect criteria and conveyed acreage to the
Native corporations, the BLM conveyed lands that it no
| onger possessed because Al aska received the lands at the
time of statehood. As a result, corporations were charged
for acreage they did not receive. The bill sponsor had been
working primarily through SEALASKA Corporation to address
t he shared concerns.

M. Balash pointed out that the added |anguage on page 3,
| ines 26-30, contains a disclainer that the Iist and action
does not create an interest in or right of entry onto any
real property that does not otherw se exist under State |aw,
that it nay not be recorded and it does not constitute final
agency action. He explained that the |anguage was added so
that determ nations would not be contested within 30 days of
the action by the Comm ssioner. In Section 3, the sponsor
reworked the |anguage of the notice so that it doesn’t
appear adversarial, and would allow the Native corporations
to take the list to the BLM and rectify issues relating to
the prior conveyance of | ands.

Representative Joule commented that a |lot of good work was
put into the bill.

Representati ve Hawker asked if these added sections resolve
the Native corporations’ concerns. M. Balash thought that
t hey did.

JON TI LLI NGHAST, CORPORATE COUNSEL, SEALASKA CORPORATI ON,
expl ained that Sealaska Corporation worked closely wth
Senator Therriault’s office and other native corporations in
a collaborative effort to sort out ownership problens on
wat erways throughout the state. Seal aska Corporation feels
that the current version addresses their concerns, and
supports the bill

In response to a question by Representative Joule, M.
Tillinghast said that Sealaska Corporation coordinated
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closely with other regional corporations to ensure that
their interests were accommobdat ed.

MRYL THOWPSON, REPRESENTING SELF, explained that he is a
property owner of |and extending into a navigable river. He
thought that this version of the bill is better, but he
worried about its consequences. He discussed the problem of
a river running through his private property, conprising as
much as 2 acres that he’'s being taxed on. He said that once
the bill becones law, he would contest the amount of | and
that the borough assesses him for taxes. He would not be
conpensated for his loss of 2 acres of river to the State.
He al so pointed out that the | ower assessnent woul d cost the
borough noney. He foresaw the sane problem affecting the
Nati ve corporations, and conmmented on the | engthy process of
getting land fromthe Federal Governnent.

M. Bal ash thought that M. Thonpson's situation illustrates
why the legislation is needed. If the Federal Governnent
sold the subnerged land prior to statehood, the land is
exenpted from this situation. The bill does not take |and
from anyone. If the land was conveyed to the State at the
time of statehood, it belongs to the State and coul d never
have been given or sold to anyone unless the State granted
it. He said that concerns over property tax assessnments and
valuations should be raised wth the |ocal t axi ng
jurisdictions.

Representative Foster MOVED to report HCS SB 305(FIN) out of
Comm ttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

HCS SB 305(FIN) was REPORTED out of Conmmttee with a "do
pass" recommendation and one previously published fiscal
I npact note.

TAPE HFC 04 - 103, Side B

#SB274
SENATE BILL NO 274

An Act relating to the housing assistance |oan fund in
the Al aska Housing Finance Corporation; creating the
housi ng assistance |oan program repealing |oans for
teacher housing and providing for loans for nmulti-
famly housing; making conformng anendnents; and
providing for an effective date.

BRI AN BUTCHER, LEGQ SLATIVE LI AI SON, ALASKA HOUSI NG FI NANCE
CORPORATI ON (AHFC), DEPARTMENT OF REVENUE, expl ai ned that
the bill would make two changes to the rural |oan program
The first of these would change it froma housing assistance
revolving fund to a program in order to address the
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liquidity concerns of the AHFC. The current revolving nature
of the fund limts it to purchases of new |oans under this
program For FY 03, over one third of the AHFC s net incone
was in this fund. The Corporation pays a dividend of $103
mllion to the State, with the funds continuing to cone
entirely from the working capital because of t he
restrictions of the rural loan fund. M. Butcher said that
this has resulted in the liquid assets of the Corporation
declining at an accelerated rate. In addition, the revolving
fund hasn’'t really revolved for several years. The new | oans
made in the program have exceeded the cash available in the
fund, <causing the AHFC is wuse its wrking capital to
purchase and hold | oans for reinbursenent fromthe fund. M.
But cher explained that this bill would allow the programto
operate in the sane way the Corporation’s other prograns
operate. Other than this change, he said that the program
woul d continue to operate in the sane way.

M. Butcher explained that the second nodification in the
bill would change the rural teacher nulti-famly |oan
programto the rural multi-famly |oan program In 2002, SB
181 passed and changed the rural nulti-famly |oan program
to the rural teacher loan program This change required
anyone using the programto fill their multi-famly buil ding
with at |east one teacher in every unit. In the nearly two
years since the change, there have been no |oans nade
because it’s been too restrictive. People aren't willing to
take out long-term financing on a multi-famly building
requiring a teacher in every unit for the period of tinme of
the | oan. This bill would change the program back to a
rural multi-famly program available to anyone, i ncluding
teachers. It would also allow an owner to occupy one of the
units.

Representative Foster comrented that in the villages, the
Native corporation or the IRA owns land and sells lots to
its menbers, but not on the open market. He asked how to
open up new |l and for teacher housing.

PAUL KAPANSKY, DI RECTOR OF MORTGAGE OPERATIONS, ALASKA
HOUSI NG FI NANCE CORPORATI ON, DEPARTMENT OF REVENUE, VIA
TELECONFERENCE, replied that it is difficult if it isn't
sold on the open market, because that indicates a deed
restriction. A deed restriction affects the value and the
financing of the land, making it basically not financeable.

JOE DUBLER, CHI EF FI NANCI AL OFFI CER, ALASKA HOUSI NG FI NANCE
CORPORATI ON, DEPARTMENT OF REVENUE, argued that Native
corporations would not be excluded from this program and
could obtain financing to build a duplex or triplex on their
| and. The Native corporations could obtain financing for
t eachers.
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Representative Foster MOWED to report SB 274 out of
Comm ttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

SB 274 was REPORTED out of Commttee with a "do pass”
recommendation and one previously published zero fiscal
i npact note.

#SB203
CS FOR SENATE BILL NO. 203(FIN) am

An Act relating to admnistrative hearings, to hearing
of ficers, and to adm ni strative | aw j udges;
establishing the office of admnistrative hearings and
relating to that office; and providing for an effective
dat e.

Co-Chair Harris MOVED to ADOPT Work Draft #23-LS0903 Version
M Cook, dated 4/7/04, as the version of |egislation before
the Commttee. There being NO OBJECTION, it was so ordered.

DAVE STANCLI FF, STAFF TO THE ADM NI STRATIVE REGULATI ON
REVI EW COMM TTEE, explained that the bill dates back five
years and developed from an effort to consolidate and
i nprove the public admnistrative hearing process. The bill
contains two concepts: that the public deserves tinely,
efficient, and fair due-process oriented hearings when
contesting a state agency; and that there are inefficiencies
wthin state governnent. In other words, many types of
hearing officers are scattered throughout the state and have
many functions. The past two years of cooperative bipartisan
effort that included the Adm nistration has culmnated in a
wel | thought-out new system of hearings.

M. Stancliff explained that the crux of the bill is found
in the first eight pages. The central panel office wll
house the hearing officers. By wusing the current hearing
officers and the existing functions, a nore efficient
government woul d be created with |l ess fiscal inpact.

M. Stancliff stated that the second aspect of the bill
relates to reforns that occur outside the central pane
office. Hearing officers would be subject to new standards
and reforns, and the central panel office would report to
the House [and Senate] Finance Committees in the future.
Their budget would be a separate conponent under the
Department of Admnistration. He noted that twenty-seven
other states and sonme nunicipalities have fornmed central
panels in order to save noney and serve the public better by
creating efficiencies.

M. Stancliff pointed out that the Ofice of Tax Appeal s has
final jurisdiction, and it is already operating to deal with
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oil tax issues. In this proposed commnttee substitute, the
Adm nistration wuld nove the Ofice of Tax Appeals
[ Heari ngs and Appeal s, Departnment of Administration] to the
central panel for greater efficiency. He noted that the oil
and gas industry was reluctant to change their office, which
was specifically dedicated to their issues. However, he had
worked with AOGA (Alaska Ol and Gas Association) to reach
accord with the final three anendnents in the packet. He
asked the Conmttee to nove the anmendnents.

Co-Chair Harris referred to one of the [16] fiscal notes and
asked if a new position would be created. M. Stancliff
responded that it would. Co-Chair Harris asked if Fiscal
Note #6 is still applicable.

ERI C SWANSON, DI RECTOR, DI VI SI ON OF ADM NI STRATI VE SERVI CES,
DEPARTMENT OF ADM NI STRATION, affirned that Fiscal Note #6
woul d set up the funding structure and positions in the new
office of adm nistrative hearings. Co-Chair Harris discussed
that it increases to $900 thousand in FY 06 and funding
sources would include the Permanent Fund Dividend fund, the
General Fund, child support enforcenent, and interagency
recei pts. He asked about the 9 new full-tinme positions. M.
Swanson clarified that these are transfers of positions that
currently exist in other agencies. The funding increase
occurs in the second year with the office com ng together
after January 1, 2005. There is sone earlier funding for the
Adm ni strative Law Judge position that would oversee the
of fice.

Co-Chair Harris asked if the General Fund budget increased
by $260 thousand in FY 06, would it decrease el sewhere. M.
Swanson affirmed, and explained that nost is General Fund
transfers from other agencies. The increase of $50 thousand
in General Funds in the first year would pay the first six
nonths’ salary for the Adm nistrative Law Judge. There m ght
al so be start-up costs related to the new office, he said.

Co-Chair Harris comented that all the other fiscal note
decrenments zero out Fiscal Note #6, except for the $50
thousand. He asked if the new office would use existing
personnel. M. Swanson said that the Admnistrative Law
Judge is a vacant position wthin the Ofice of Tax Appeal s.
He was unsure if that position would be noved into the new
office, or deleted and a new position created. |In any case,
the net effect would be no new positions.

Representative Joule asked if the current salary would carry
over if the current position were transferred. M. Swanson
replied that there would be no reclassifications. Any
vacancy would also be hired at the existing level or
cl assification.
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Representative Stoltze comented on high profile tax issues.
M. Stancliff responded that there would be “cross-training”
and inproved efficiency with the new panel structure.
Representative Stoltze asked if the Alaska judicial process
would remain in place. M. Stancliff said that it would not,
and pointed out that that process was subject to
constitutional questions with appointnments in one branch of
governnment serving in another. The chief would be selected
by the Governor and confirnmed by the Legislature, and the
chief would hire the central panel. The three anendnents are
qualifications that the industry requested for the handling
of tax issues by the Adm nistrative Law Judge.

Representative Stoltze thought that it was a major shift to
have the Legislature confirm the position because it was a
judicial position. M. Stancliff agreed that it is a
departure, but he enphasized that the tax work on oil issues
would retain the current standards and statutes, and the
position woul d have final decision-making authority. He said
that with all those adjustnents, the need for the judicia
counsel appoi ntnent had becone | ess inportant.

Representative Co-Chair WIlliams MOVED to ADOPT Anendnent
#1. Co-Chair Harris OBJECTED for purposes of discussion.

Amendnent #1 reads:
Page 31, lines 6-10
Delete all existing | anguage and replace wth:

*Sec 67. AS43.05.420 is amended to read:

(b) A person conducting a proceedi ng aut horized under AS

43. 05. 405- AS43. 05. 499 shall have at | east four years of

pr of essi onal experience as a tax attorney, or be a certified

public accountant practicing in the area of tax, or a tax

adm ni strator.

This anmendnent is being offered to insure that the high
quality of standards of expertise developed in the original
tax appeals office remain in place as the Central Panel
absorbs and executes those adjudicatory functions.

M. Stancliff explained that the anendnent was negoti ated
between the bill sponsors, the Adm nistration and AOCGA It
deal s specifically with the expertise that would be required
by the person taking up the tax appeal issues. He read the
| anguage.
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Co-Chair Harris WTHDREW his OBJECTI ON. Amendnent #1 was
adopt ed.

Co-Chair WIlliane MOVED to ADOPT Anmendnent #2. Co-Chair
Harri s OBJECTED.

Amendnment #2 reads:

Add a new section that reads as follows and re-nunber all
ot her sections accordingly:

Code of conduct

The followi ng fundanental canons of conduct shall be
included in the code adopted by the Chief Adnmnistrative Law

Judge:

An adnministrative |law judge or hearing officer shall in the
carrying out of their official duties:

1) uphold the integrity and i ndependence of the office.
2) avoid inpropriety and the appearance of inpropriety.

3) shall performthe duties of the office inpartially
and diligently.

4) shall conduct unofficial activities so as to
mnimze the risk of conflict with the obligations
of the office.

5) shall refrain frominappropriate activity in seeking
enpl oynent wi th anot her agency or enployer or in
seeki ng reappoi nt nent.

M. Stancliff explained that Anmendnent #2 is part of the
adjustnents inportant to uphold the integrity of all the
adm ni strative judges. The code of conduct is nodeled after

existing judicial canon, and the industry is confortable
with the | anguage.

Co-Chair Harris WTHDREW his OBJECTION. Amendnent #2 was
adopt ed.

Co-Chair WIlliane MOVED to ADOPT Anmendnent #3. Co-Chair
Harri s OBJECTED.

Amendnent #3 reads:
Page 30, |ine 29,
After the word “section” renove the period and add:

“however AS44.64.070 does apply to such hearings.”
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M. Stancliff explained that the anendnent provides for
preenption ability. If a person felt that a conflict existed
and wanted a new hearing officer, one would be appointed.
The oil industry requested this anmendnent and asked that the
provision of refusal apply to their tax appeals officer. It
is an inportant technical change.

Co-Chair Harris WTHDREW his OBJECTI ON. Anendnent #3 was
adopt ed.

Representative Croft observed that the anendnent is not only
techni cal but also substantive. Industry representatives in
an oil tax appeal could now replace a judge they didn’t
like. M. Stancliff agreed that it is substantive regarding
that change, but technical in terns of conformng to the
exi sting provi si ons in t he central panel . Duri ng
negoti ations on the |egislation, Arendnent #3 hel ped the oi

i ndustry accept not having judicial counsel involved in the
appoi nt nent s.

Representative Croft commented on the level of expertise
required in Arendnent #1. He questioned if, by granting the
power to preenpt a judge or hearing office, it would create
a limted pool of admnistrative |law judges fitting the
qualifications to hear tax appeals. M. Stancliff replied
that a situation of a very small pool could arise. However,
the bill would not prevent the Adm nistration from arrangi ng
for a contract-hearing officer with those credentials, and
that was felt to be enough of a safety val ve.

Representative Croft asked if workers’ conpensation is
excluded fromthe bill’s provisions. M. Stancliff affirned.
Representative Croft noted that the proposal to conbine
hearing officers makes a |l ot of sense. He thought that tax
and workers conpensation are two specialized areas, and
asked if there are other major exclusions fromthe bill. M.
Stancliff affirmed, and said that there were discussions of
the areas where expertise is nore critical. Ratemaking cases
are not included under this jurisdiction.

Representative Foster MOVED to report HCS CSSB 203(FIN) out
of Commttee wth individual recommendations and the
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

HCS CSSB 203(FIN) was REPORTED out of Conmttee with a "do
pass" recomendati on and sixteen fiscal inpact notes.

#SB295
SENATE BILL NO._ 295
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An Act extending the termnation date of the Navigable
Waters Comm ssion for Alaska; and providing for an
effective date.

ZACH WARW CK, STAFF TO SENATOR CGENE THERRI AULT, advi sed the
Commttee that SB 295 1is the sinpler part of the
navi gability package that M. Balash addressed earlier. In
2002, the Legislature created the Joint State and Federal
Navi gabl e Waters Comm ssion conprised of seven states and
seven federal nenbers.

M. Warwi ck explained that the Comm ssion was taxed wth
three objectives: to expedite the process of quieting title
to the state’s subnerged | ands; to determ ne which bodi es of
water are navigable or non-navigable; and to provide
recoomendations to the state and the federal governnments
concerning ways to inprove the process of maki ng
navigability determnations and ways to quiet title to the
state’s subnerged lands fairly and expeditiously.

M. Warwick said that after the state |egislation passed

the federal portion of the legislation unfortunately did
not. Consequently, no appointnents were nade to the State’s
part of the Commission. This bill wuld extend the
Comm ssion for two years to allow time to persuade Al aska’s
congressional delegation to introduce simlar |egislation on
the federal portion of the Conmm ssion.

Representative Foster MOWED to report SB 295 out of
Comm ttee wth i ndi vi dual reconmendat i ons and t he
acconpanying fiscal note. There being NO OBJECTION, it was
so ordered.

SB 295 was REPORTED out of Commttee with a "do pass”
recommendation and one previously published fiscal i npact
not e.

#

ADJ QURNVENT

The neeting was adjourned at 10:03 A M
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