M NUTES
SENATE FI NANCE COWM TTEE
April 01, 2004
9:07 AM

TAPES

SFC-04 # 65, Side A
SFC 04 # 65, Side B
SFC 04 # 66, Side A

CALL TO ORDER

Co-Chair Gary WI ken convened the nmeeting at approxinmately 9:07 AM
PRESENT

Senator Lyda Green, Co-chair
Senator Gary W1 ken, Co-chair
Senat or Con Bunde, Vice Chair
Senator Ben Stevens

Senat or Fred Dyson

Senat or Donny O son

Senat or Lyman Hof f man

Also Attending: SENATOR GARY STEVENS; KEVIN JARDELL, Assi stant
Comm ssi oner, Departnment of Adm nistration; ART CHANCE, Director,
Labor Rel ations, Departnent of Adm nistration; JOAN BROW, Chi ef
Budget Analyst, Ofice of Managenent and Budget, Ofice of the
Governor; LINDA HALL, Director, Division of Insurance, Departnent
of Community and Econom c Devel opnent; DENNIS M CHEL, Staff to
Senat or CGene Therriault; TOM LOVIS, Chief Executive Oficer, Four
Dam Pool Power Agency

Attending via Teleconference: From Ofnet Sites: AL STOREY,

Li eutenant, Al aska State Troopers, Departnment of Public Safety; BOB
LERESCHE, Fi nancial Adviser, Four Dam Pool Power Agency, From
Kenai: MKE TILLY, Assistant Fire Chief, Cty of Kenai Fire
Depart nent

SUMVARY | NFORMATI ON

Monetary Ternms of Collective Bargaining Units

The Committee heard a presentation from the Departnent of
Adm ni stration regarding three bargaining units.
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SB 357- 1 NSURANCE

The Commttee heard fromthe D vision of |Insurance. One anendment
was offered but withdrawn fromconsideration. The bill was held in
Commi ttee.

SB 255-1 LLEGAL USE TRAFFI C PREEMPTI ON DEVI CE

The Conmittee heard from the sponsor, the Departnent of Public
Safety, and fire departnent personnel. The bill was held in
Committee.

SB 350-4 DAM POCL JO NT ACTI ON AGENCY

The Conmittee heard fromthe sponsor and representatives fromthe
Four Dam Pool Power Agency. The bill was held in Commttee.

SB 366- STATE SALES TAX

The Commttee heard from the sponsor, reviewed a draft committee
substitute, and held the bill in Conmttee.

#

Monetary Ternms of Collective Bargaining Units
Presentation

Co-Chair WI ken announced that the Departnent of Adm nistration
would be presenting information regarding the nonetary work
rul e/ wor kpl ace operational ternms of the three collective bargaining
unit contracts that have been tentatively agreed upon.

KEVI N JARDELL, Assi st ant Comm ssi oner, Depart nent of
Adm ni stration, explained that the tentative contract terns of the
Labor, Trades, & Crafts (LTC) bargaining unit include a zero wage
increase in the first year and a two-percent wage increase in both
the second and third year. The tentative two-year contract
pertaining to the Alaska State Troopers/Airport, Fire & Police
Oficers (AST & ASO and the Correctional Oficers, which are both
represented by the Public Safety Enployees Association (PSEA),
woul d provide a two-percent wage increase in both the first and
second year

M. Jardell shared that in each of the three agreenents, the

enpl oyer contribution rates have been tied "to the State's
experience with selective benefits" in that enpl oyees woul d be held
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harm ess for increased costs. Therefore, the State is projected to
incur a Select Benefits health insurance prem um increase of
approxi mately $40 per enpl oyee.

Senat or Dyson asked whether the $40 increase would be a nonthly,
quarterly, or annual increase.

M. Jardell clarified that it would be on a nonthly basis. The
State's current health insurance contribution of $705 per enpl oyee
per nonth woul d be increased to approxi mately $745 per nonth.

Senator Dyson asked regarding an enployee's contribution
obl i gati on.

M. Jardell explained that, as currently is the case, were an
enpl oyee to select the health insurance Econony Plan, no enpl oyee
contribution would be required as the State's contribution would
cover that plan's cost in its entirety. Wre the Standard or
Premum Plan elected, the enployee's current contribution |eve

woul d continue, and the proposed State contribution would cover the
prem um i ncrease.

Senat or O son asked regardi ng the amount of each plan's prem um
M. Jardell stated that this information would be forthcom ng.

In response to a question from Senator A son, M. Jardell clarified
that the proposed State health insurance prem um contribution woul d
be $745 per enpl oyee, per nonth. Were an enpl oyee to continue the
coverage they have today, their contribution level would not
increase, as the State's increased contribution anount would
provi de for the prem umincrease.

Co-Chair WI ken voi ced di sappoi ntnent that nore updated information
had not been provided in this presentation as the majority of what
is being discussed is included in a letter [copy on file] dated
March 4, 2004 from Comm ssioner Mke Mller, Departnent of
Adm ni stration, and addressed to Senate President Gene Therriault.
In addition, he asked that the letter's acconpanying LTC contract
outline [copy on file} be revised to reflect detailed information
regardi ng FY 05, FY 06, FY 07 expenses.

M. Jardell replied that that information is avail abl e and woul d be
di stri but ed.

ART CHANCE, Di rector, Labor Rel ati ons, Depar t ment of

Adm ni stration, characterized the three bargaining units being
di scussed as "the nobst mature and in rmany ways the nost
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sophi sticated" contracts. He reviewed the history of the units and
noted that the Correctional Oficers bargaining unit was, unti
1997, included in the CGeneral CGovernnent Unit (G3J). He shared that
while there are relatively no changes in the AST/ASO contracts,
there are changes in the Correctional Oficers (CO contract with
the intent of making "it nore like a |law enforcenent contract”
rather than a G3U contract; specifically changes in the nanagenent
rights clause and the union securities clause.

Senat or Dyson understood that there is "a perceived problent
resulting from the CO job bid process; specifically that urban
officers with seniority are bidding on higher paid Rural jobs and
t hereby precluding the opportunity for Rural resident enploynent.
In addition to these jobs being at a higher pay scale and thereby
enhancing retirenment benefits, the week-on/week-off work schedul e
allows the urban COs to work and then go hone. Thus, they do not
have a vested comm tnent or involvenent in the community in which
t hey worKk.

M. Jardell responded that this is an operational issue that "is
resolving itself" as Tier One enployees retire. In order for the
Rural higher wage years to count toward Tier Two enployees
retirenment benefits, 50-percent of their work history tinme nust be
attributed to Rural area enploynent. The 50-percent requirenent is
recogni zed as "a good tool" through which to get enpl oyees to live
in Rural areas for |onger periods of tine.

Senat or Dyson inquired to the history of the week-on/week-off CO
wor k schedul e.

M. Chance conmmuni cated that this work schedul e began in the 1980s
when, as a result of many things including the relaxation of the
federal Fair Labor Standards Act (LSA) and changes in how
correctional facilities were staffed and conpensated, it evol ved
away from the typical 37.5 hour per week G3J enployee work
schedule. During 1989 and 1990 |abor negotiations, "sweeping
changes" were enacted that included the inplenentation of a LSA | aw
enforcenment exenption allowing for a seven-day/twelve hour shift
schedul e. This work schedule is | ess expensive than a traditional
three-shift operation. The reason for this work schedule is
"purely" financial, as the State is not required to pay graveyard
shift differentials. OQher shift pay differentials are m ninmal
Were personal |eave approvals "properly admnistered,” the week
on/ week off work environnment should save the State noney.

Senat or Dyson understood therefore that this schedul e provi des nore
managenent flexibility than other options and saves noney.
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Senat or Dyson asked the status of elective health care procedures
in these contracts as he remnded that, in the previous year
certain nmenbers of the Legislature had submtted a letter to
Governor Frank Murkowski professing that elective procedures,
specifically elective abortions, should not be paid for by the
State. "Public noney should not be used in support of nedical
procedures that were not nedically necessary."

M. Jardell responded that while this issue has been di scussed and
attenpts have been nmade to further it by the Departnent, it has not
been negotiated out of union contracts as the Adm nistration has
decided that, in ternms of reaching contract agreenents, the issue
shoul d not be one "to fight over."

Senat or Dyson acknow edged t hat acconplishing the request "woul d be
difficult.” He asked whether a | abor |aw issue m ght be invol ved,
as to take away sonething that has been provided m ght require
sonet hing el se being sacrificed.

M. Jardell responded that it would be nore of an issue involving
the Unions' various nenber Health  Trust pl ans, as the
Adm ni stration determned that attenpting to influence how Trustees
manage the plans was not sonething that could be successfully
acconpl i shed at a bargaining session. It would be a detrinent "to
achieving a contract that would be in the best interest of the
State."

Senator O son comented that, while the CO bid process in which
out - of -t own enpl oyees preenpt |ocal hire has not been a significant
issue in his Rural district, further observation in this regard
woul d be adm ni stered.

Senat or Dyson asked whether any bargaining unit's work rules
agreenents m ght be negatively affecting enpl oyee production.

M. Jardell believed that these contracts "would produce an
environment that would allow the State to nove forward in a
productive manner." \Wile there m ght be some contract conponents
the State mght consider to interfere wth its goals, |ikew se
there mght be some conponents that the Union considers to
interfere with its endeavors. However, the result of the bargaining
efforts is a conprom se of ternms approved by both entities.

Co-Chair WI ken thanked the Departnment for providing the updated
spreadsheet titled "Bargaining Unit Sunmary", dated April 1, 2004,
[copy on file], that reflects the total associated costs of the
three contracts for the next three years.
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M. Jardell explained that as reflected in the chart under the
headi ng of "Fiscal Year Cost Increases by Fiscal Year as Conpared
to FY 05 Gov And," lines three, four, and five reflect the total
General, Federal, and Gt her Funds nonetary requirenments that would
be necessary to support the LTC, AST/ASO, and CO contracts for FY
05. Line six under that heading specifies the total funding
requi renents for FY 05.

Co-Chair WI ken observed that of the total three mllion dollar FY
05 contract expense relating to these three contracts, $2.37
mllion would be a General Fund obligation.

M. Jardell concurred.

M. Jardell expressed that the total FY 06 expense, as identified
on line ten of that heading, would be $6.7 million with $4.8
mllion being General Funds.

Co-Chair W/ ken asked for confirmation that the $3,691, 900 anount
denot ed under the headi ng "Fundi ng I ncrease Needed by Fiscal Year"
on line ten reflects the anount that would be required in the FY 06
budget to support the contracts, and that the $6, 718,900 anount
denoted under the "Fiscal Year Cost Increases by Fiscal Year as
Conmpared to FY 05 Gov Amd" reflects the two-year FY 05 and FY 06
cunul ative total

M. Jardell affirned.

M. Jardell noted that while page two of the spreadsheet projects a
total year cost for the LTC FY 07 contract, the LTC contract, in
reality, is a two and a half year contract as the result of the
Adm nistration's efforts to better allocate its resources by not
having all enployee contracts termnate at the sane tinme. The LTC
contract would, therefore, termnate halfway through the FY 07
fiscal year.

Senat or Hof f man asked regarding the projected inflation factors for
FY 05, FY 06, and FY 07.

M. Jardell responded that he could not provide an answer "in terns
of general econom cs;" however, "both sides of these negotiations”
agreed that the agreenents would be "fair for all."

Co-Chair W/I ken asked how the LTC contract Step A and Step B two-
percent wage schedul e increases that would be in affect as of July
1, 2005, as specified on the aforenentioned March 4, 2004 outline
provided by Comm ssioner Mke Mller, are reflected on the
spr eadsheet .
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M. Jardell responded that these two pay schedules are reflected on
page one |line seven, in the second year of the LTC contract.

Co-Chair W1 ken understood therefore that, as depicted on the
spreadsheet, the acronym "COLA', would be defined as being an
automati c wage increase rather than being the nore commonly known
acronymfor a cost-of-1iving-allowance.

M. Chance explained that the LTC Local 71 contract wage scale is
different than the traditional "white collar" Step increase scale.
An LTC enpl oyee would be hired at the entry level, Step A and
after a defined probation period would be classified as a Step B,
or journeyman |evel. There is no annual Step progression after the
Step B wage scale in the LTC contract.

Co-Chair WI ken understood therefore that as reflected in Colum
"K' on line seven under the "funding Increase Needed by Fisca
Year" heading, the total funding requirenent for LTC woul d anount
to $1,917,400 as a result of the two-percent wage increase. He
asked whether the State's insurance increase is included in this
anount .

JOAN BROMWN, Chief Budget Analyst, Ofice of Managenent and Budget,
Ofice of the Governor, explained that the $1,917,400 anount
i ncludes both health insurance and the two-percent wage increases.

Co-Chair WIken asked whether the State's $40 health benefit
i ncrease would continue in the second year of the contracts.

Ms. Brown responded that since the actual health care prem umfor
Year Two i s an unknown, the $40 enpl oyer insurance increase that
was i nplenmented in the first year would be continued through the
second year of the contract.

Co-Chair WI ken asked for further clarification regarding the LTC
contract |anguage, as denoted on line seven, that specifies that
the health insurance increase is "unknown."

Ms. Brown clarified that due to the fact that the health insurance
prem um i ncrease for the second year of the contract is unknown,
the $745 per person per nonth obligation of the State would
continue into Year Two.

Co-Chair WI ken understood therefore that the spreadsheet reflects
a flat $40 increase per nonth for the entire termof the contract.
Wth that understanding, he determ ned that the cunul ative three-
year total of $14,346,800, as reflected on line 13, colum "G' of
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t he spreadsheet, would not accurately depict the true cost of the
contracts.

M. Jardell agreed that any "potential increases"” in the health
care premuns are not depicted for the second year. He explained
that the proposed contracts include a provision to "tie future
increases to the Select Benefits rate.”

Co-Chair W1l ken asked for further clarification.

M. Jardell stated, "that many of these [unions] have their own
health trusts,” which m ght be managed in a different manner and
their costs "could be significantly higher" than the State's Sel ect
Benefit plans. In order to reach a conprom se on the contracts, the
State's commitnent to an exact dollar amount in this regard was
inperative. An analyses of the State's Select Benefit plan
indicates that it is operated "in a very efficient nmanner" and,
based upon analyses and experience, it was determned that the
State Sel ect Benefit plan rate of increase "would be at the | ow end
of the spectrum” Since it is unknown what the Health Trusts
experiences would be in this regard, the State negotiated that any
heal th i nsurance increase obligation of the State would be tied to
"the rate of increase" for the State's Select Benefits plan. To
sunmari ze, he stated that after Year One, the State would "agree to
increase the enployer obligation the sane as we do for Select
Benefits."

Co-Chair WI ken understood, therefore, that the costs reflected for
FY 06 are based on the State continuing to pay $745 per enpl oyee
per nmonth toward health insurance prem uns. He asked what the
antici pated additional anmount woul d be.

M. Jardell expected that the FY 06 prem um increase would be
approxi mately $40.

Co-Chair WI ken declared, therefore, that while the enployer's FY
06 nonthly prem umcontribution mght be $785 per enployee, $745 is
reflected in the spreadsheet. He asked whether a $40 increase coul d
al so be expected for FY 07.

M. Jardell affirned.

Co-Chair W1 ken asked how nmuch the expenses woul d anmount to, were
t hese increases factored in.

Ms. Brown replied that, based on the $40 heal th insurance increase

as reflected in the chart on line three, colum ""D', the general
funds requirenent would anmount to an additional $325, 700 per year
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with a total increase of all funds of $727,700 per year, as
reflected in colum "G'.

Co-Chair WIken understood that a little less than half of the
$727, 700 woul d be funded by general funds and that, over the term
of contracts, this amount would be tripled.

Senator Hoffrman pointed out that both the health insurance
i ncreases and COLA are reflected in the total anmount of $1,210, 000
as reflected on page one, line seven, colum "D."

Ms. Brown affirned.

M. Jardell clarified that no health care prem um i ncrease beyond
the $40.00 amount is reflected in that anount.

Co-Chair W/l ken understood that, in its entirety, "this package
could cost an additional mllion or |l ess" dollars were two years of
$40 per nonth, per enployee health prem umincreases factored in.

M. Jardell clarified that "it would be greater than that" as the
nunbers being utilized are specific to the LTC contract only. He
apol ogi zed for not providing a spreadsheet detailing these expenses
and stated that a revised spreadsheet woul d be devel oped.

Co-Chair WI ken requested that this spreadsheet format be utilized
when other bargaining unit contracts are presented to the
Conmittee.

M. Jardell agreed.

Senat or Dyson, referring to the CO seniority work bid process,
asked how nmuch expense is incurred by high seniority enployees
working in places where there is a large regional wage
differential. He also asked that any resulting increase in
retirement benefits be cal cul ated.

M. Jardell responded that this informati on woul d be provided.

Senat or Dyson ventured that this m ght be a cunbersonme process due
to the fact that this practice has been perm ssible for a |ong
time. He asked whether the cost differential is based on a
percentage or fixed anmount cal cul ation.

M. Chance expl ai ned that the met hodol ogy used varies from contract
to contract. Sone are determ ned by increasing a wage for a region
by "X nunber of Steps."” Qthers such as None or Bethel are increased
by approxinmately 38-percent. He clarified "that only the State
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Trooper contract is driven by seniority bidding." CO and LTC
contracts do not contain seniority bidding provisions, and
therefore, whether an enployee works in another locale 1is
determ ned by the applicants applying for the position and whom
managenent hires as opposed to being a seniority issue.

Senat or Dyson understood therefore that were the pay differenti al
calculated as a percent of an individual's salary, it would cost
nore to assign a person with high seniority to one of these areas.

M. Chance affirnmed that the pay would be determ ned by tacking on
a specified percentage to soneone's existing salary.

Senat or Dyson expressed that it would be nore expensive to pay the
extra percentage to a person who has high seniority than to soneone
who might live in the area and be at a | ower pay scale.

M. Chance clarified that the pay differential would apply whether
a person lived in the area or not. Therefore, the only savings that
m ght be experienced would result fromhiring a person with | ower
seniority.

Senat or Dyson acknow edged.

Senator Dyson, referencing his earlier remarks about elective
nmedi cal procedures, asked whether the State receives reports
regardi ng how funds are spent by the Union Health Trusts.

M. Jardell responded that currently no reports are provided to the
State fromthe Medical Trusts; however, action in this regard has
occurred due to the question of whether the Division of |Insurance
shoul d regul ate Trusts that operate as health insurance providers.
One outconme of this determnation could be that sonme type of
reporting mght be required in the future.

Co-Chair G een asked why "Day 60" of each Legislative Session is
considered to be an inportant m | estone.

M. Jardell explained that according to AS 23.40.215, the
Legislature is obligated to consider tentative contracts that are
submtted by the sixtieth day of a Legislative Session. Since only
the three contracts being discussed today were received by that
date, they are the only ones on which action nust occur. Wile any
tentative agreenent that is negotiated after that day must be
submtted to the Legislature, the Legislature would not be required
to address them during that Session.

Co-Chair Green understood therefore that action in regards to
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contracts received after "Day 60" could be delayed until the
foll ow ng Sessi on.

M. Jardell affirnmed. The contract would be neither "enforceable
nor invalid "until it were considered by the Legislature. Only at
that time, were the Legislature to agree to, and fund, the contract
during the next Session, would the terns be vali dated.

Co-Chair Geen inquired to the status of the Al aska Mari ne H ghway
System s International Organization of Masters, Mates, and Pilots,
PMR contract.

M. Jardell stated that negotiations are continuing. "W are still
a long ways apart."” He exanpled that one conponent of the
di scussion is the terns regarding a ship's Mster. A Master
currently earns an annual salary of $95,000 for a 182-day work
year. The union has proposed that the wage for a Master shoul d be
approxi mat el y $500, 000.

M. Chance interjected that during the previous night's
negoti ations, the union decreased this salary request to $255,000 a
year.

Co-Chair Green declared therefore that the Master's annual sal ary
woul d t herefore range between $95, 000 and $255, 000.

M. Jardell affirnmed, and reiterated that, while it is "hopeful"
that an agreenent would be reached, a lengthy process is
anti ci pat ed.

Senat or B. Stevens asked whether the Master's salary is an annual
salary or pro-rated for the tinme at sea.

M. Chance clarified that this is an annual wage-only salary and
does not include paid tinme off which would anmount to an additiona
$20,000 to $30,000. In this regard, the Union has proposed that the
Master's $255, 000 annual sal ary consist of a 182 workday agreenent
m nus 53 days of |leave. The State's counter offer consisted of an
annual sal ary of $95,000 with an antici pated 182-day work year and
an additional two seven-day wor kweeks of paid vacation. The State's
of fer was unaccept abl e.

Co-Chair WI ken observed that this contract "has a ways to go."
Senator Bunde, referencing the |evel of Skippers' salaries,

observed that teachers' salaries that m ght range between $40, 000
and $50,000 for a 180-day work year are often subject to criticism
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Co-Chair WI ken pointed out that, while Menbers' packets contain
the University of Al aska proposed contract, either a sumrary or a
subcomm ttee report would be forthcomng in its regard.

Co-Chair W1 ken announced that the Presentation is concl uded.
#sb357

CS FOR SENATE BILL NO. 357(L&Q)

"An Act relating to the regulation of insurance, insurance
| icenses, qualifications of insurance producers, surplus
lines, fraud investigations, electronic transactions, and
conpliance with federal |aw and national standards; and
providing for an effective date."

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

Co-Chair WIlken stated that this legislation which is referred to
as "the insurance omibus bill," would make nunerous changes to
current |anguage in order to ensure that State statutes renmain in
conpliance with federal |aw and Mbdel Act standards and gui deli nes.

Amendnent #2: This anendnent inserts the word "genetic" after the
word "Medical” in Section 2 subsection (a) on page two, line 13.

In addition, on line 16 of that same section, the word "public" is
del eted and, following the word "disclosure”, the words "w t hout
t he expressed consent of the enrollee or applicant” are inserted.

Senat or O son noved for the adoption of Amendnent #2.
Co- Chair Green object ed.
Senator A son voiced that this anmendment would address concerns

relating to nedical confidentiality as identified in Section 2,
subsection (a) beginning on page two, |line 13.

SFC 04 # 65, Side B 09:54 AM

Senator O son stated that, in addition, there is concern regarding
the bill's repealing of AS 21.34.280 as specified in Section 52, on
page 29, beginning on line 13. [NOTE: Senator O son inadvertently
referenced line nine in his testinony.] He noted that Menbers'
packets contain a copy of the |anguage pertaining to Sec.
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21.86.280. Confidentiality of nmedical information. [copy on file]
as currently mandated in State statute. He noted that as a result
of technol ogi cal advances, the confidentiality of such things as
genetic information should be addressed. Therefore, inserting the
word "genetic" into Section 2, subsection (a) would address this
concern. Inserting the | anguage "w thout the expressed consent of
the enrollee or applicant” would further address public disclosure
concerns in the absence of AS 21.86. 280.

LI NDA HALL, Director, Division of Insurance, Departnent of
Communi ty and Econom c Devel opnent, stated that the D vision is not
opposed to the anendnent. The intent of the bill's |anguage in
Section 2 and the repealing of AS 21.86.280 were "to bring
consi stency to privacy regul ations" pertaining to nmedical records.
The repealing of AS 21.86.280 is included because other sections in
the bill provide the same coverage, specifically in addressing
regul ation pertaining to Health Managenent O gani zations [HMOs]. In
addition, the Division recently underwent "a regul atory project and
adopted regulations dealing with privacy wth input from all
consuners.” These regulations are currently under review by the
Departnment of Law. She stressed that the State has adopted privacy
regul ations that would require that the consunmer "opt in" to
approve the sharing of their medical information. She stressed that
while the Division supports the ability of insurance conpanies
being able to collect nedical information, it also upholds the
position that insurance conpani es should be prohibited fromsharing
the information, "generally." The understanding is that this is the
concern being addressed by Amendnent #2.

Co-Chair Geen asked whether the definition of "genetic" 1is
included in State Statute. Furthernore, she asked whether the
confidentially of medical genetic information and financial
information is recognized "at the sane |evel of seriousness.” In
addi tion, she asked whether there is "a technical nethod" whereby
information would be considered "routine" as opposed to being
considered "invasive or intrusive" personal infornmation.

Ms. Hall responded that the definition of the term "genetic" has
not been addressed in the Insurance chapter of State regul ations.
It is unknown as to whether the term m ght already be included
under nedical information.

Ms. Hall infornmed that the privacy of financial information is
treated differently than nedical information in that individuals
are provided "an opt-out standard" for financial information rather
than "an opt-in standard" for medical information. The Opt-In
Standard woul d prohibit the sharing of nedical information unless
an individual actively agreed. The Opt-Qut standard would allow a
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person's financial information to be shared with affiliates rather
than the public, unless the person actively elected to prohibit it.

Co-Chair Geen voiced concern regarding the |lack of a "genetic”
definition in State Statute, as the words "nedical", "genetic," and
"financial” have very different |evels of neanings, "intensity and
seriousness." She voiced being unsure that addressing these issues
in this manner is appropriate. She also acknow edged that the
procedures required to distribute and acquire consent forns in this
regard is "cunbersone” for both the provider and the individual
She voi ced concern that action relating to this bill mght further
create inefficiencies in this regard.

Ms. Hall agreed that the requirement of any consent form would
create an additional step on the part of providers and insurers,
both of whom have requested that the State refrain from
i npl enenting any steps that woul d nake the consent form process for
Al aska different fromthe national standard, as this would require
an additional expense and burden and would prevent business
ef ficiency.

Co-Chair Green declared, "that this is a bigger issue than it m ght
appear at first glance.” Therefore, she woul d oppose the anmendnent.

Senator d son noved to w t hdraw Anendnent #2.

There being no objection, Amendnent #2 was WTHDRAWN from
consi derati on.

Co-Chair WIken noted that Armendnment #2 is being withdrawn with the
under standi ng that Senator O son, Co-Chair Geen, and the D vision
of Insurance would work together to address Committee concerns in
its regard.

Co-Chair WIlken ordered the bill HELD in Comm ttee.
#sb255
CS FOR SENATE BILL NO. 255( STA)
"An Act relating to traffic preenption devices."
This was the first hearing for this bill in the Senate Finance
Conmittee.
Co-Chair WI ken explained that this legislation "would reserve the

use of traffic preenption devices for legitinmate, authorized users”
i ncl udi ng energency response providers, road mai nt enance vehi cl es,
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and public transit vehicles.

DENNIS M CHEL, Staff to Senator Gene Therriault, the bill's
sponsor, stated that there is concern that continuing to allow
w despread possession of traffic preenptive devices m ght pose a
problemin that people could use these devices to "disrupt traffic
flow and create dangerous situations" at traffic intersections.
Currently possession of these devices, which can be purchased via

the Internet, is legal. At the request of the Departnent of
Transportation and Public Facilities, the original bill |anguage
that limted the authorized use of these devices to energency

vehi cl es, was expanded to include nunicipal transit buses and road
mai nt enance vehicles such as snowplows. These vehicles were
requested for inclusion as repetitive stop and start actions has a
negative affect on them In addition, inclusion of this |anguage
woul d assi st the Departnent of Transportation and Public Facilities
in the requirenment that Anchorage roads nust be cleared within a
24-hour period after a snowstorm

Co-Chair WIlken clarified that CS SB 255(STA), Version 23-LS1397\Q
is before the Conm ttee.

Senat or Dyson conmuni cated that the community of Eagle River nust
al so have it roads cleared within 24 hours. Continuing, he asked
for confirmation that when the device is activated, traffic signals
must cycle through the yell ow phase before the signal changes to
red.

M. Mchel affirnmed that opposing traffic would experience the ful
green to yellow to red signal cycle.

Senator Dyson surmsed that due to the fact that snowl ows
typically clear roads at night when there is |low volune traffic,
utilization of the device would enhance operations by allow ng them
to avoid waiting for |ights.

M. Mchel affirmed, but pointed out that transit buses m ght
utilize the device during high traffic tinmes in order to stay on
schedul e.

Senator Dyson voiced being unconvinced that the inclusion of
transit buses in this legislation is necessary.

Senat or Bunde noted that in his comunity, snowpl ow enpl oyees
retain their jobs based on their ability to performtheir jobs in
an allotted tinmne.

Senat or O son expressed that one positive el enent about synergized
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road signals, is that they often allow for a traffic pattern at a
certain speed to be nmintained. Therefore, he asked how these
devices woul d affect that synchronicity.

M. Mchel responded that the use of these devices in regards to
transit buses would be a coordinated effort in that a centra
nonitoring station (CM5), as opposed to the individual bus driver,
would control the wutilization of the devices. The CM5 would
determ ne whether utilization of the device would be necessary to
keep buses on schedule. In addition, the intent of the Miunicipality
of Anchorage transit authority is to inplenent a bus corridor
systemin which "the lights would preenpt a series of |ights down
the road" in order to continue a traffic flow.

Senator O son asked for confirmation that emergency vehicles would
be able to individually manage their traffic preenptive devices.

M. Mchel affirmed that that would be the case.

In response to a question from Senator A son, M. Mchel clarified
that while each bus would be equi pped with an individual device,
they could not be activated on an individual basis in the nmanner
that the fire departnent or other energency vehicles coul d.

Co-Chair Wlken reiterated that the inclusion of transit buses was
incorporated into Senate State Affairs Commttee version of the
bill.

Senator Hoffman inquired to the cost of the device.

M. Mchel responded that the cost of an official traffic
preenptive device is approximately $1,000; however, no fiscal note
acconpanies the bill in this regard as the devices have already
been purchased. However, the personal use devices bei ng addressed
by this legislation are available on the Internet for as |ow as
$400.

Senat or Hoffrman asked regarding the penalties and enforcenent
efforts that would be enacted by this |egislation.

M. Mchel responded that enforcenent of the possession or use of
this device in a vehicle would be fairly easy as the device, which
is contained in a seven by five inch box, nust be |ocated on the
dashboard or other visible location in a vehicle in order to
properly work.

Co-Chair WIken noted that the penalty for unlawfully possessing or
owni ng one of these devices would be a Cass A nisdeneanor as
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specified in Section 1, subsection (d) on page two, lines 11 and
12.

Co-Chair Geen inquired as to whether the word "possesses"” is
necessary to this legislation, as it would be "troubl esone” were it
to apply to sonmeone who m ght possess the device in their hone.

Co-Chair WI ken asked therefore whether further clarification as to
"where the possession occurs" should be consi dered.

Co-Chair Geen opined that "sinple possession” of this device
shoul d not nake a person eligible for a Cass A msdeneanor, as
there is a difference in the fact that sonmeone mght be in
possessi on of such as device as opposed to utilizing the device to
affect traffic.

Co-Chair WI ken understood therefore that possessing this device in
the trunk of a car, for instance, should be exenpt from the
penal ty.

Co-Chair Green affirmed. Possession of it in a hone should al so be
exenpt .

Senat or Dyson agreed. He suggested that the word "or" in Section 1,
subsection (a) on page one, lines five, six, and seven be repl aced
with the word "and” in order to clarify that "possession and use"
of the device would be considered a crine, as opposed to the
current |anguage that would make it illegal to either possess or
use the devi ce.

Co-Chair Geen stated that the | anguage in question is located in
nunerous areas of the bill and therefore further review of the
| anguage shoul d be conducted before further action ensues.

Co-Chair WIlken agreed and stated that this issue would be
addressed via a forthcom ng commttee substitute.

Senator Dyson reiterated his concern regarding allowing transit
buses to utilize the device.

Senator Dyson voiced, for the record, that the definition of a
"traffic exenption device" as explained in Section 1, subsection
(c)(2) page two, beginning on line seven "is tight enough" as to
not defeat the ability of |aw enforcenent officers to utilize photo
radar nor preclude soneone from utilizing a device to defeat
traffic or photo radar.

M. Mchel stated that is correct.
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Senat or Bunde suggested that an anendnent be considered that would
delete the words "or public transit that has been authorized by the
Department of Transportation and Public Facilities or a
municipality” in the bill as denoted in Section 1, subsection (a)
(2) on page one, beginning on line 13 that currently reads as
fol |l ows.

(2) a person operating a nmotor vehicle involved in highway
mai nt enance or public transit that has been authorized by the
Departnent of Transportation and Public Facilities or a
municipality to possess or use a traffic preenptive device.

Co-Chair WI ken ascertained that Senator Bunde is suggesting that
the | anguage included in the original bill be considered.

Senator Bunde affirnmed. There is particular concern that the
i nclusion of this | anguage woul d enhance efforts to further expand
public transportation endeavors in the Anchorage area which, he
declared is "a very expensive and subsi di zed operation.™

Co-Chair WIlken asked that the bill's sponsor contact the
Municipality of Anchorage and ask how this would affect the
Anchorage public transportati on system

Senat or Dyson asked that representatives of Anchorage's public
transportati on system be avail able during the next hearing on this
| egi sl ati on.

Co-Chair WIlken agreed that testinony in this regard would be
required in order to retain public transportation in the
| egi sl ati on.

Senat or O son asked whether any consi deration has been provided to
i ncl udi ng physicians in the authorized use list.

Co-Chair WIlken stated that their inclusion would be under revi ew.

AL STOREY, Lieutenant, Al aska State Troopers, Departnent of Public
Safety, testified via teleconference froman offnet site and stated
that the Departnment of Public Safety considers this to be a "good
bill"™ as it would assist public safety enployees and energency
vehicles "in getting to where they need to be in a tinely fashion."
"W despread chaos” would erupt were private citizens allowed to
utilize these devices.

M KE TILLY, Assistant Fire Chief, Cty of Kenai Fire Departnent,
testified via teleconference from Kenai, and spoke in favor of
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bill. The key to the use of these devices is to have a safe and
efficient response of energency vehicles to their destination. The
availability of these devices to private citizens "is rather
frightening" in that a conpetition between private citizens and
energency responders to control intersections could result. Proper
use of these devices would allow authorized responders safe passage
t hrough i ntersections.

M. Mchel, responding to Co-Chair Geen's concerns regarding
"possessi on and use" of the device, inforned that the Departnent of
Law has reviewed the bill's | anguage and determ ned that in order
to prosecute soneone, "use alone would be very hard to prove" as a
police officer would, in that case, be required to actually watch
soneone activate the device and change a light. He stressed that
there is no other use for the device than to change lights. A
person could stand beside an intersection and control the signal.

Co-Chair WIken asked that a Departnent of Law nenorandum be
provided in this regard.

Co-Chair WIlken ordered the bill HELD in Commttee to order to
address concerns and develop a cormmttee substitute.

#sb350

CS FOR SENATE BI LL NO. 350(L&C)

"An Act allowing a joint action agency to encunber property
interests for security purposes; declaring certain joint
action agencies to be political subdivisions for certain
pur poses; restricting the sale of property of the joint action
agency; allowing the joint action agency to transfer property
to security interest holders under a security interest or to
other parties without |egislative approval; and providing for
an effective date."

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

Co-Chair Wl ken stated that this |egislation would enable the Four
Dam Pool Power Agency (FDPPA) to refinance approximtely $73
mllion in a loan owed to the Alaska Industrial Developnent &
Export Authority (Al DEA).

SENATOR GARY STEVENS, the bill's sponsor, characterized the
| egislation as "a highly technical bill" in that, in addition to
provi ding FDPPA the ability to refinance a $73 mllion Al DEA | oan
and thereby to return that noney to AIDEA for use in other areas,
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the refinancing would assist FDPPA in providing consuners in the
communi ties of Ketchi kan, Petersburg, Wangell, and the Kodi ak and
Val dez-d ennallen areas by lowering interest, arbitrage, and
adm nistration costs associated with that loan. In addition, it
woul d "enhance the options that are available to the FDPPA" and the
af orenenti oned communities "regarding inter-ties and other
activities."

TOM LOVIS, Chief Executive Oficer, Four Dam Pool Power Agency,
stated that the Agency represents five comunities throughout
Al aska and consequently, a large nunber of electric consuners.
These nenbers were "the fortunate participants” in FDPPA s
acquisition of four hydroelectric projects from the State in
January 2002 that was funded by a $77 mllion |loan from Al DEA via a
Menor andum of Understanding (MOU) with AIDEA at a specified 6.5
percent interest rate. Now that FDPPA is a "fully operational
organi zation" it is now able to secure funding that was not
previously available to it. This alternative would all ow FDPPA to
refinance its Al DEA debt by neans "of the bond market, using tax-
exenpt debt." Lowering the interest rate would result in savings of
bet ween $600,000 and $1.5 nmillion a year on what is currently a
$6.3 million debt service. FDPPA nenbers would benefit from
experiencing this ten to twenty percent debt savings on the current
debt service. He noted that FDPPA nmenbers and its electric
consuners support this proposal.

M. Lovis reiterated that AIDEA would receive approximately $73
mllion that it could utilize to support other endeavors. The
technical corrections included in the bill mght appear conplicated
but "are relatively straightforward® as they would all ow FDPPA to
nortgage the properties, use the properties as security in a note
with the private nmarket, clarify FDPPA's ability to issue tax
exenpt debt for the acquisition of projects, retain the ability of
the projects to continue to service nmenber communities, and woul d
all ow FDPPA to |lower costs to its consuners due to the resulting
savi ngs incurred by the refinancing.

Co-Chair WI ken asked how much consuner rates mght |ower, in, for
instance, the Gty of Petersburg, were this |egislation approved.

M. Lovis responded that whol esal e power expenses m ght decrease by
four or five percent. This might translate to a three-percent
reduction for the consuner.

Senator Dyson understood that, as reflected in Section 2,
subsection (h) on page two, line 23, in order to acconplish the
goal of the legislation, the FDPPA nust be recognized as a
political subdivision, simlar to that of being a city.
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M. Lovis responded that in order to further the original |oan
bet ween AI DEA and FDPPA, it was required that FDPPA be identified
as a political subdivision in order to transfer State property to
it. The intent of the definition | anguage is to continue the use of
that definition in order to provide security for the project and to
allow for the issuance of the tax-exenpt debt. The definition would
be limted to the terns of the original Menorandum of Understandi ng
(MU) regarding those specific projects. Furthernore, continuance
of the | anguage woul d be a vehicle through which FDPPA coul d avoid
regi stration and ot her expenses that m ght otherw se be required by
the Securities and Exchange Conm ssion.

Senat or Dyson understood therefore that this is a continuance of a
definition that has been in practice rather than being new
| anguage.

M. Lovis affirmed. For further <clarification, Section 2,
subsection (h) includes |anguage that Iimts how FDPPA woul d be
recognized as a political subdivision by incorporating the
| anguage, "Except as provided in this subsection, the agency is not
a political subdivision of the state.”

Senat or Dyson asked how this |egislation mght benefit the power
intertie project.

M. Lovis responded that the intertie project and other FDPPA
projects would benefit from being provided alternative financing
opti ons.

Co-Chair WIken asked regarding FDPPA' a ability to use |eased
assets as security for such things as bonds as specified in Section
1, subsection (c) (6) on page two, line 17, as this is contrary to
the ability of other authorities.

(6) to use facilities, projects, and related assets owned,
| eased, operated by the joint action agency as security for
bonds, notes, nortgages, enhancenent devices, or other
obl i gati ons.

M. Lovis responded that, "there are such things as capitalized
| eases and ot her such arrangenments ...that can be used as fixed
assets in the course of an operation.” Long-term|eases for certain
mai nt enance equi pnent and ot her equi prment woul d be recogni zed as
col | at er al

Co-Chair Geen countered that "a long-term |ease should be
recogni zed as a debt."
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M. Lovis expressed that while there would be a debt obligation
attached to it; a piece of |eased equipnment on the prem ses would
be recogni zed as security.

Co-Chair Green asked for further clarification as to how the term
"or operated" as specified in subsection (c)(6) would qualify as
security.

M. Lovis exanpled that facilities utilized by the agency "in the
course of an operation that m ght be provided by nenbers of the
agency or participants in the power sales agreenment” would qualify
as security.

Co- Chair Geen asked that an exanpl e be provided.

BOB LERESCHE, Financial Adviser, Four Dam Pool Power Agency,
testified via tel econference froman offnet site, and stated that
this is standard | anguage witten by underwiters that appears in
nost nortgages. An exanple would be a dispatch center that bel ongs
to a local utility but which is operated by the FDPPA. Wre an
entity to replace the FDPPA, they would have the right to operate
that center in order to operate the dam

Co-Chair Geen asked for verification that operated property could
act as security.

M. LeResche confirned that the right to operate that |eased
facility would be recognized as an asset as it has value to the
operat i on.

Senator B. Stevens posed a hypothetical situation in regards to the
| eased asset question as follows: a power grid transmssion is
owned by an association, but |eases capacity on that power grid to
an energy trading conpany. The energy tradi ng conpany recogni zes
that | eased power capacity as an asset and uses it as security with
whi ch to borrow noney. He asked how that | eased capacity on a power
| ine could be considered an asset.
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M . LeResche responded that the rights that acconpany that | ease,
whether it is a capitalized | ease or an operating | ease, would be
recogni zed as an asset and could be used a collateral as "it is
sonet hing of value that the organization is paying for."
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Senator B. Stevens understood therefore that in a situation in
which a Joint Action Agency, such as the FDPPA, |eased twenty
percent of a power transmssion grid that had a |line capacity
val ued at $100 million dollars, the joint action comrmittee could
acquire a $20 mllion line of credit.

M . LeResche responded that were he a banker he woul d not issue a
$20 mllion line of credit in that situation.

Senator B. Stevens argued that that is how the | anguage coul d be
i nterpreted.

M. LeResche countered that the right to transmt twenty percent of
the power available on that line for a certain anmount of time would
be recogni zed as an asset as it is worth sonething.

M. Lovis interjected that in this instance, "the ability of the
asset to continue to provide the services expected under the
operation of the agency"” does have value. "The use of the line, the
ability to secure for the purposes of a nortgage, and the ability
to continue to provide the services associated with the projects
t hrough equi prent that may be | eased” in order "to continue to use
the power productive capabilities of the agency” could be
recogni zed as security for a note. This is the intent of the
| anguage.

Senator B. Stevens voiced being unconfortable in recognizing | eased
assets as security as "the assunption is being nade that the rights
of the | ease could be transferable."”

M . LeResche responded that "the |ease hold interest” rather than
the | eased asset, is what would be identified as the collateral. He
stressed that "this | egislation does not provide any new rights to
the lessee” and that this kind of collateralization nust be
specified in the | ease. Many | eases include | anguage that specifies
that the | ease could be reassi gned upon permn ssion of the |easer.

Senat or Bunde accepted that there would be value in a |ease that
i nvol ved transm ssion. Furthernore, he noted that stranded power
and stranded gas are underval ued because no transportation of that
energy is currently avail able. Therefore, were a lease witten with
agreenent that the |lessee's rights could be transferred woul d have
financi al val ue.

Co-Chair WIlken furthered that a | ease "would provide the ability
to realize a revenue streamthat supports the bond."

M. Lovis concurred that it is "a vehicle to ensure the continued
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capability and operability of the other assets associated with the
hydr oel ectric project.”

Co-Chair Wl ken stated that "therein is the value."

Senator B. Stevens continued to voice concern that an entity could
specify that a | eased asset could provide collateral for borrow ng
nore noney. He suggested that the word "l eased" be elimnated from
the | egislation.

Co-Chair WIlken stated that further discussion in this regard would
transpire before Conmttee action on the bill occurs.

Co-Chair Green requested that further clarification be provided in
regard to new | anguage in Section 3, subsections (J) and (K)

Co-Chair WIlken stated that the bill would be HELD in Committee in
order to address these concerns.

#sb366

SENATE BILL NO 366

"An Act relating to the levy and coll ection of sales and use
taxes, to the levy and collection of nunicipal sales and use
taxes, and to nunicipal sales and use taxes on alcoholic
beverages; and providing for an effective date.”

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

Senator B. Stevens inforned the Commttee that new | anguage in the
Ver sion 23-LS1051\ Wwor ki ng draft includes the addition of coal and
district heat in the exenption |anguage in Section 17, Sec.
43. 44. 020. Exenptions. subsection (5) on page six, lines five and
sixXx. In addition, the exenption pertaining to wages as specified in
Section 17, Sec. 43.44.020. Exenptions. subsection (8) on page siXx,
lines 19 through 21 was required in order to conply with the
federal Internal Revenue System code system

Senator B. Stevens stated that other changes in Version "W pertain
to clarification |anguage regarding the collection of sales and use
tax as it applies to "sales fromcertain coin-operated or currency-
operated machines, sales of drinks in a bar, sales on the dock

sales fromstreet vending carts, adm ssion fees, and other sales as
determined by regulation by the departnent.” as specified in
Section 17, Sec. 43.11.030. on page seven, lines 10-13. Language
regardi ng deductions and procedures pertaining to bad debts has
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been added as specified in Section 17, Sec. 43.44.035. on page
eight, lines seven through 23. Further clarifying | anguage has been
added in Section 17, Sec. 43.44.199. subsection (2) on page 13
regarding a manufacturing definition clarification as specified on
line four as follows.

(2) "manufacturing"” nmeans conbi ning or processing conponents
or materials, including the processing of ores in a mll,
snelter, refinery, or reduction facility, to increase the
val ue of the conmponents or materials for sale in the ordinary
course of business; "manufacturing" does not include
construction;

Senator B. Stevens stated that the Departnment of Law fiscal note,
dated March 31, 2004 in the anobunt of $323,900 portrays the
projected cost of adding two attorneys for the enforcenent
di vi si on.

Senator B. Stevens referenced | anguage on pages two and three of
t he Departnment of Revenue fiscal note, dated March 31, 2004 that
projects that, after exenptions, the State sales tax base woul d be
approxi mately $12, 900,000,000 for a total projected revenue of
$516, 000, 000. However, were a sales tax limtation inplenented that
woul d apply "only to the first $500 of each separate sale, rent, or
service transaction with sone exceptions” as currently utilized by
t he Kenai Peninsul a Borough, there would be a projected Statew de
sal es tax base of $8.4 billion and a projected sal es tax revenue of
approxi mately $336, 000, 000. Furthernore, were all communities to
adopt a three percent or higher local sales tax, $84 nmllion woul d
be rebated to those communities and the net sales tax to the State
coul d range between $252, 000, 000 and $320, 000, 000.

Senator B. Stevens, referencing |anguage on page three of the
Department of Revenue fiscal note, stated that, "At the four
percent statewide rate in HB 366, the cap would be $1,500, but we
believe if Juneau kept its rate at five percent than a single $670
sal e woul d exceed the cap." He explained that currently, the Gty
and Borough of Juneau (CBJ) receives $33.50 on a $670 sale at the
five-percent |local tax rate. Wre a nine-percent tax inplenented as
a result of the State inposing a four-percent tax in addition to
the CBJ five-percent tax, the resulting tax paid on a $670 sale
woul d be $60.00. This is the tax limtation specified in SB 366.
Under the guidelines of the bill, the CBJ would receive $39.60 or
66 percent of the revenue. Wre the CBJ to lower its current tax
rate to four-percent, a conbined CBJ/State sales tax rate of eight-
percent woul d be charged and a $670.00 sale with an eight-percent
tax rate would garner the CBJ $33.23 or 62-percent of the tota
sales tax revenue. In addition, the maxi num sal e anmount through
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which to obtain the $60.00 tax limtation factored by an eight-
percent sales tax would be $750.00. O that amount, the CBJ woul d
receive 62-percent or a $67.00 return. Therefore, the CBJ would
recei ve nore noney, on a maxi mum purchase, were it to |ower the
| ocal tax rate one percent.

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

#
ADJ CQURNIVENT

Co-Chair Gary WI ken adjourned the neeting at 10:59 AM
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