M NUTES
SENATE FI NANCE COWM TTEE
April 17, 2003
9: 04 AM

TAPES

SFC-03 # 59, Side A
SFC 03 # 59, Side B

CALL TO ORDER

Co-Chair Gary WI ken convened the neeting at approxinmately 9:04 AM
PRESENT

Senator Gary W1 ken, Co-Chair
Senat or Con Bunde, Vice Chair
Senat or Robi n Tayl or
Senator Ben Stevens
Senat or Donny O son

Al so Attending: SENATOR JOHN COWNDERY; CRYSTAL MOCORE, Staff to
Senat or Cowdery; LANDA BAILY, Special Assistant and Legislative
Li ai son, Departnment of Revenue; SHARON BARTON, Director, D vision
of Admi nistrative Services, Departnment of Revenue; MARK RI EHLE,
Staff to Senat or Cowdery; KIERKE KUSSART;

Attending via Tel econference: From an offnet |ocation: DWAYNE
BANNOCK, Director, Dvision of Mtor Vehicles, Departnent of
Adm ni stration

SUMVARY | NFORMATI ON

SB 58-PFD I NELI G BI LI TY/ MOTOR VEHI CLE | NSURANCE

The Conm ttee heard fromthe sponsor and the Departnment of Revenue.
The bill was held in Conmttee.

SB  59- PERVANENT FUND | NELI G BI LI TY FOR DU

The Conmittee heard fromthe sponsor and the Departnment of Revenue.
The bill was held in Conmttee.

SB 148- PFD: ALLOMBLE ABSENCE FOR M LI TARY SVC
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The Comm ttee heard fromthe sponsor, the Departnment of Revenue and
a nmenber of the public. The bill was held in Conmittee.

HB 159- FI NANCI AL | NSTI TUTI ON EXAM NATI ONS/ CFAB
This bill was schedul ed but not heard.
#SB58

CS FOR SENATE BILL NO. 58(JUD)

"An Act relating to permanent fund dividend program notice
requirenents and to the ineligibility for permanent fund
di vidends of certain persons sentenced for crinmes involving
mandat ory notor vehicle liability insurance.”

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

Co-Chair WI ken explained this bill “nmakes a person convicted of
failing to carry mandatory vehicle liability insurance of proof
thereof, ineligible for a permanent fund dividend for the
qualifying year in which he or she was convicted. The person is
ineligible for five years for a second or subsequent offense.”

CRYSTAL MOORE, Staff to Senator Cowdery, testified that this
| egi sl ation pertains to uninsured notorists who cause an acci dent
or are otherw se caught w thout proper insurance coverage.

SENATOR JOHN COADERY expressed his intent that dividends woul d not
be denied to notorists who have adequate insurance coverage, but
are unable to provide proof at the tinme of an accident.

Co-Chair WIlken clarified that a notorist would have an opportunity
to provide proof of insurance and upon such proof would not be
subject to forfeiture of the permanent fund dividend.

Senat or Cowdery noted simlar provisions apply to proof of vehicle
registration whereby a notorist is allowed a certain period of tine
to provide proof of registration.

Senator Taylor understood State statute contains no current
requirement to carry insurance unless the vehicle is involved in an
accident. He suggested that a person of “inmnent wealth” is not
required to purchase insurance coverage.

Senator Cowdery infornmed that notorists nust sign an affidavit
attesting to insurance coverage when obtaining a drivers’ |icense.

SFC- 03 (2) 04/ 17/ 03



Senator Taylor corrected that the affidavit affirnms that the
notori st either has purchased i nsurance or has the neans to pay the
costs incurred in any accident.

Senat or Cowdery acquiesced but noted proof is required to
denonstrate the notori st has adequate neans.

Senator Taylor comrented that the absence of a “totally mandatory
systeni is “troubling”.

Senat or Cowdery countered that the ability to pay for any danages
caused is essentially insurance.

Senator Taylor opined that sone people allege to have adequate
funding, but in actuality do not. He noted that in these instances,
the notorist’s drivers’ license is revoked.

Senator Taylor admtted this would inpact a small percentage of
popul ation, but that the issue could be problematic to those
notori sts who have the neans to pay acci dent expenses. He expl ai ned
that an uninsured notorist involved in an accident who pays the
costs incurred, should not be denied a permanent fund divi dend.

Senator Cowdery had understood that insurance coverage 1S
mandat ory. He enphasi zed the intent of the bill is to nake drivers
responsi bl e, whether they purchase insurance coverage or have
adequate nmeans to pay costs thensel ves.

Senator Taylor stated this legislation would be appropriate if
statute required every notorist to carry insurance. He asserted
t hat rei nbursenent nust be paid to accident victins, noting that
Al aska operates as a “fault systent.

Senator Taylor surmsed that the Child Support Enforcenent Division
and other State agencies oppose this legislation arguing that
denyi ng sone people a permanent fund dividend would result in
creditors unable to collect repaynent of debt. He expressed his
primary concern relates to victins of an accident caused by an
uni nsured notorist, having no neans to coll ect danages because the
perpetrator was denied a dividend.

Senat or Cowdery remarked that a person nmade ineligible to receive a
dividend is simlar to a nonresident, felon or other individua

ineligible to receive a dividend. Therefore, he stated, “There is
no dividend to divvy up. There is nobody to fight over anything.”
He furthered, “and nobody will be out anything — the child support
peopl e or anything — unless the guy violates the |aw.”
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Senat or Bunde shared concerns that in sone instances a permnmanent
fund dividend could be only funds a victimcould recover. He asked
if consideration was given to surrendering these dividends into the
State general fund. He opined this would put

Senator Cowdery reiterated his coment that if no funds are
avai l able via a permanent fund dividend, there would be no dispute
over which creditor is entitled to garnishnment. He therefore,
argued that no party would | ose noney over this |egislation rather
“they’'re not going to lose it unless they break the |law”

Senat or Bunde asserted this would only punish peopl e who woul d have
ot herwi se benefited from garni shnent of a dividend.

LANDA BAILY, Special Assistant and Legisl ative Liaison, Departnent
of Revenue, stressed, “any policy intended to deter the type of
conduct that Senator Cowdery seeks to deter, is absolutely a good
endeavor.” She qualified that her forthcom ng comments are not
intended to be oppositional but informational. She reported that
the Child Support Enforcenment Division was one of the top ten
gari shers of the permanent fund dividend in FY 01. She el aborated
that the Division submtted 12,821 records wth 10,448 requests
paid, anobunting to $12,846,911.89 for delinquent child support
paynments. She estimated that one to ten percent of those records
coul d be inpacted by this |egislation.

Ms. Baily cautioned that the D vision would be unable to access the
“of fendi ng parent’s” pernmanent fund dividend in order to pay child
support arrearages, which would be an unintended consequence of
this | egislation.

Co-Chair WI ken asked for a response to Senator Bunde' s suggestion
to relinquish the permanent fund dividends of these offenders to
the State general fund.

Ms. Baily relayed her consultation wth Larry Persily, Deputy
Comm ssi oner of Departnment of Revenue, and his efforts to punish
of fenders w thout causing unintended consequences to others. She
stated she woul d continue these efforts.

Senat or A son asked the nunber of qualified dividend recipients who
chose to not apply for a dividend, know ng that dividend woul d have
been gar ni shed.

Ms. Baily responded that she would attenpt to provide that
i nformation, noting she was unsure whether such data was avail abl e.
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Ms. Baily commented on a need to identify the nunber of people who
woul d be deni ed a dividend under this |egislation and who are al so
i n arrearage.

Senat or Bunde understood the existence of a program whereby the
State could apply for the dividend of those qualified residents who
refused to apply for a dividend knowing it woul d be garni shed.

Ms. Baily deferred to others within the Departnent of Revenue.

Co- Chair W1 ken suggested working with the bill sponsor to address
this natter.

Co-Chair WIken referenced statutes relating to nmandatory insurance
requi renents.

Senator Taylor noted the requirenent to obtain a certificate of
sel f-i nsurance upon conpl etion of an affidavit asserting the hol der
has the ability to pay damages of any accident the notorist m ght
cause.

Senat or Taylor suggested anending this legislation to include
“insurance or self-insurance” coverage.

Senator Taylor surm sed that many of the notorists operating a
vehicle wthout insurance also do not have a valid driver’s
license, as it was suspended after the notorist caused an acci dent
or was convicted of a Driving Under the Influence (DU ), or simlar
of f ense. He noted these notorists are unable to pay the higher
prem uns of the “SR22” insurance, required for notorists convicted
of these offenses. He commented this provides victins little
financial recourse in future incidents. He was concerned that
wi t hhol di ng permanent fund dividends would further hinder these
notorists in their ability to purchase insurance.

Senat or Cowdery asserted that if a person could afford a vehicle
and gasoline, that person nust take responsibility.

Senator B. Stevens directed attention to Fiscal Note #5 fromthe
Departnment of Law, noting the analysis references a “unit” as
fol | ows.

The collections unit of the Departnment of Law is responsible
for collecting civil and crimnal judgnments owed to the State
of Alaska, and beginning in January 2002, restitution on
behalf of victinse of all types of crines (violent, non-
violent, and property crimes) and delinquent acts...
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.During FY 02, the wunit collected $3,574,907 of which
$2, 960, 210 was t hrough the dividend attachment.

Senat or B. Stevens asked for an explanation of this unit.

Senator Taylor replied that this section operates within the
Departnent of Law with the sole function to collect fines and
restitution paynents.

Senator B. Stevens asked if this wunit collects funds for
distribution to victins or collects revenue for the Departnent of
Law.

SHARON BARTON, Director, Division of Admnistrative Services,
Department of Revenue, shared that in her experience at the
Departnent of Adm nistration, she |earned that sonme funds coll ected
by this unit are transferred to the O fice of Public Advocacy.

Senator B. Stevens supported the collection of funds for
distribution to victins but opposed collection for the Departnent
of Law.

Senator Taylor commented that the unit collects funds for both
victims and the Departnent. He explained the unit acts as the
enforcenent “arnf of restitution requirenents and operates as a
“pass through” for funding.

Co-Chair Wl ken stated this i ssue would be addressed | ater.

DWAYNE BANNOCK, Director, Division of Mdtor Vehicles, Departnent of
Adm nistration, testified via teleconference from an offnet
| ocation that he was avail abl e for questions.

Senator O son noted sone rural areas have no state road system and
vehicles are operated on private land, for exanple in a mning
area, and are not required to be registered. He asked if this proof
of insurance would be necessary in this situation.

Senat or Cowdery responded the legislation is intended only for
vehi cl es traveling on publicly maintained roads.

Senator B. Stevens referenced a spreadsheet titled, “DW
M sdeneanors & Fel onies FY 02 and Jul y- Departnent of Environnental
Conservation. FY 03, Driving Wthout Insurance” [copy on file]
conpiled by the Al aska Court System

Ms. Moore detail ed the spreadsheet lists the nunber of first tine
and multiple Driving Wile Intoxicated (DW) incidences. She

SFC- 03 (6) 04/ 17/ 03



exanpled that in Homer during FY 03, of the four first time DW
arrests and 76 second or nore DW arrests, 19 of the offenders did
not have i nsurance.

Senat or Cowdery stated he would clarify the information.

Co-Chair W1l ken noted questions remain on this matter and ordered
the bill HELD in Committee.

#SB59

CS FOR SENATE BILL NO. 59(JUD)

"An Act relating to permanent fund dividend program notice
requirenents and to the ineligibility for permanent fund
di vi dends of certain persons sentenced for driving while under

the influence of an alcoholic beverage, inhalant, or
control |l ed substance, or for refusal to submt to a chem ca
test."

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

Conmittee.

Co-Chair Wlken stated this bill, sponsored by Senator Cowdery

“makes the person convicted of driving under the influence of
al coholic beverage or refusal to submt to a chemcal test,
ineligible for a permanent fund dividend for the qualifying year in
whi ch he or she was convi ct ed.

CRYSTAL MOORE, Staff to Senator Cowdery, testified this bill is
identical to SB 58 with the exception that it applies to Driving
Under the Influence (DU ) offenses rather than uni nsured notorists.
She noted that after the first offence, the dividend it forfeited
for one year, and follow ng subsequent offenses, the dividend is
denied for five years.

Senator Cowdery reiterated his earlier coomments to SB 58 stressing
they apply to this legislation as well: “Nobody is going to |ose
anything unless they' re caught”. He added that the provisions in
both bills are not retroactive.

LANDA BAILY, Special Assistant and Legisl ative Liaison, Departnent
of Revenue stated the intent of this bill is “to deter specific
conduct that we as a society absolutely do not condone.” She opi ned
that any policy intended to deter driving while under the influence
is of “critical inportance to the State of Al aska, to everyone who
lives here.” She repeated that her comments are not intended to be
oppositional, rather informational.
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She again reported that the Child Support Enforcenent D vision was
one of the top ten garishers of the permanent fund dividend in FY
01. She el aborated that the Division submtted 12,821 records with
10, 448 requests paid, amounting to $12, 846,911.89 for delinquent
child support paynents. She estimated that one to ten percent of
those records could be inpacted by this |egislation.

Ms. Baily repeated her caution that the D vision would be unable to
access the “offending parent’s” permanent fund dividend in order to
pay child support arrearages, which would be an unintended
consequence of this |egislation.

Senat or Cowdery asserted that nost Driving Wile Intoxicated (DW)
of fenders honor their obligations to their famly. He was unsure
how to address those that do not.

Senat or Tayl or asked if this legislation requires a conviction of
DU or rather an arrest or refusal to submt to a chem cal test.

Senat or Cowdery assunmed a conviction would be required before the
| egi sl ati on woul d apply.

Senat or Taylor noted that when a notorist refuses to subnt to a
chem cal t est, the driver’'s license 1is suspended as an
adm ni strative action.

Co-Chair WIlken asked if the intent is to deny a dividend only in
i nstances of a conviction and not in the case of a notorist who
refuses to submt to a chem cal test.

Senat or Cowdery understood that a refusal to submt to a chenica
test is the same as a conviction.

Senator Taylor corrected that these are separate crines, although
the penalties are the sane.

Co-Chair WI ken noted several of the questions posed to SB 58 al so
apply to this bill and woul d be addressed at a | ater date.

Senat or Bunde posed a scenario of an uninsured notorist arrested
for DW and asked if the of fender woul d be deni ed a pernmanent fund
dividend to two years given the two of fenses.

Senator O son asked if the provision of this bill would apply to
operators of boats, off-road vehicles, etc.

Senat or Cowdery expressed his intent that this |egislation would
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apply only to vehicles traveling on publicly maintai ned roadways.
He stated he does not intend the bill to inpact pilots or
wat ercraft operators.

Co-Chair Wl ken ordered the bill HELD in Comm tt ee.
#SB148

SENATE BI LL NO. 148
"An Act relating to all owabl e absences for certain nenbers of
the arned forces and their spouses and dependents for purposes
of eligibility for permanent fund dividends; and providing for
an effective date.™

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

Co-Chair WIlken stated this bill sponsored by Senator Cowdery
“amends the State statute governing allowable absences for the
permanent fund dividend for nenbers of the United States arned
forces.”

MARK RI EHLE, Staff to Senator Cowdery, testified this |egislation
is a “correction of an oversight” in allowable permanent fund
di vidend absences. He shared that a discrepancy arose in the
instance of a 20-year Al aska resident and nenber of the Navy
Reserve who was activated to mlitary service followng the
terrorist events of Septenber 11, 2001. This resident, M. Riehle
reported, was recently denied a dividend after serving overseas for
ten nonths and upon return to the country, spending seven weeks in
California caring for his quadriplegic brother. M. Riehle pointed
out the tinme spent on active mlitary duty is an all owabl e absence
and that under normal circunstances a seven week absence fromthe
State is also all owabl e. However, he stated that because the seven-
week absence i medi ately foll owed discharge fromactive duty, the
resident was disqualified fromreceiving a dividend. He expl ai ned
this is due to separate requirenents applied to mlitary persona
that require a resident to return to Alaska within 45 days of
di schar ge.

M. Riehle requested the Committee join Senator Cowdery “in
sponsoring this cause in denonstrating your patriotic thank you to
the nenbers of the Reserves, the Guards, and those in active duty
mlitary.”

KI ERKE KUSSART testified as a private citizen although she is
enpl oyed by the Pernmanent Fund Dividend Division. She stated the
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argunent that because civilians are allowed to be absent 180 days
during a qualifying year, mlitary personnel should be granted the
sane al | owance.

Ms. Kussart referenced a handout titled, “A brief overview of PFD
rul es pertaining to SB 148,” which reads as foll ows.

Cvilian (no special circunstances)

Can be gone up to 180 days in a cal endar year for any reason
as long as hone is naintained in state (own, rent, storage)
and residency ties are not created in other states.

Mlitary Active Duty

Must have AK as hone of record.

Can be gone a whole year — nust return for 3 days every 2
years m ni num

After 5 years absence nust have 30 days in AK

Does not have to maintain home in AK

Can obtain other states drivers license, vehicle registration,
resident hunting and fishing |icenses.

Can purchase hone in another state.

Spouse can work full tine in another state.

Once out of AK for over 180 days in a cal endar year only 45
days can be for non-mlitary reasons.

Mai n Points

1. Discharge is a schedul ed event and can be planned for. Upon
di scharge the mlitary will ship the applicant’s bel ongi ngs
to any address the applicant chooses.

2. Once returns to civilian status the applicant nmay have nany
nore ties to outside than to AK Needs to return to fulfill
statenment of intent.

3. In ny opinion six nonths is an excessive anount of tine for
a nove back to AK, especially since mlitary nmenbers are
used to noving w thout nmuch notice. Now that they are free
frommlitary obligation it is tinme to cone hone.

SFC 03 # 59, Side B 09:52 AM

Ms. Kussart opined that six nonths is an excessive anmount of tine
to be absent from Al aska for discharged mlitary personnel who have
possi bl y established residency in another state. She suggested two
or three nonths was adequate.

Senat or Cowdery commented that mlitary personnel should be given
sone freedons when not on active duty.
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Senator Bunde clarified that while on active duty, mlitary
personnel could be absent fromthe State nore than 180 but that
only 45 of those days could be for non-mlitary activities.

Ms. Kussart affirned.

Senat or Cowdery indicated he had been unaware of the 45-day absence
limtation.

Ms. Kussart noted for the record that she was on | eave status from
the State during this hearing.

Senat or O son asked the percentage of mlitary personnel who becone
ineligible for the permanent fund dividend after leaving mlitary
duty.

Ms. Kussart did not have that information as a private citizen and
i ndicated the Division could provide it upon request.

Senator B. Stevens pointed out the matter addresses two different
types of active duty. He listed one as regular mlitary personnel

serving on active duty and the other as reservists or Nationa

Quard nmenbers called to deploynent. He told of a reservist residing
in his district who was deployed and is now “facing a simlar
challenge” in eligibility for Public Enployees Retirenent System
(PERS) benefits. He asked whether the differences could be defined
in statute.

Senat or Cowdery l|earned this situation is a rare occurrence. He
shared that the Departnent had suggested granting discretionary
authority to the conmm ssioner to grant exceptions; however, Senator
Cowdery indicated he does not favor this option.

Senator B. Stevens expressed that a distinction nust be made.

Senator Cowdery stated the intent of the legislation wouuld apply to
those mlitary personnel on active duty and that no specific
di stinction was made.

Senator B. Stevens stressed the issue is that the resident in
guestion was not on active duty but rather a reservist who was
depl oyed. He stated that if the resident had not been depl oyed, his
seven- week absence woul d not have disqualified himfromreceiving a
di vi dend.

Senator Taylor remarked that this resident should have been treated
as any other citizen. He agreed with Senator B. Stevens that a
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distinction should be nade. He surmsed that this affects nmany
residents, as many reservi sts have been depl oyed.

Co-Chair Wl ken ordered the bill HELD in Conmmittee.

#
ADJ QURNIVENT

Co-Chair Gary WI ken adjourned the neeting at 10: 03 AM
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