M NUTES
SENATE FI NANCE COWM TTEE
April 27, 2004

9: 02 AM

TAPES

SFC-04 # 95, Side A
SFC 04 # 95, Side B
SFC 04 # 96, Side A
SFC 04 # 96, Side B
SFC 04 # 97, Side A
SFC 04 # 97, Side B

CALL TO ORDER

Co-Chair Gary WI ken convened the nmeeting at approxinmately 9:02 AM
PRESENT

Senator Lyda Green, Co-Chair
Senator Gary W/ ken, Co-Chair
Senat or Con Bunde, Vice Chair
Senat or Fred Dyson

Senator Ben Stevens

Senat or Lyman Hof f man

Senat or Donny d son

Al so Attendi ng: SENATOR GARY STEVENS; SENATOR RALPH SEEKINS; BILL
HOGAN, Director, Division of Behavior Health, Departnment of Health
and Soci al Services; GREY M TCHELL, Director, Division of Labor
Standards & Safety, Departnent of Labor and Wrkforce Devel opnent;
MARY JACKSON, Staff to Senator Tom Wagoner; GREG O CLARAY,
Conm ssi oner, Departnent of Labor and Workforce Devel opnent; STEVE
VAN SANT, State Assessor, Division of Comunity Advocacy,
Departnment of Conmunity and Econom c Devel oprment; DARW N PETERSON,
Staff to Senator Gary W I ken; SHARON BARTON, Director, Permanent
Fund Dividend D vision, Departnment of Revenue; MKE BARNHILL,
Assi stant Attorney CGeneral, Conmercial/Fair Business Section, Gvil
D vision (Juneau), Department of Law, ROBERT STORER, Executive
Director, Permanent Fund Corporation, Departnent of Revenue; MARC
ANTRI M Comm ssi oner, Departnment of Corrections; BRI AN HOVE, Staff
to Senat or Ral ph Seekins; RI CHARD SCHM TZ, Staff to Senator John
Cowdery; DEBORAH FINK, Representative, Cash Al aska; PAT LUBY,
Advocacy Director, AARP Al aska; TIMKELLY, Former Senator, Lobbyi st
for Cash Al aska; TOM BOUTIN, Deputy Conm ssioner, Departnent of
Revenue and Spokesman, State Bond Committee
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Attending via Teleconference: From Ofnet Sites: JEFF JUDD,
Director of Operations, Cook Inlet Housing Authority; HOMRD
LEVINE, Director of Devel opnent, Venture Devel opnent G oup; RANDY
HOFFBECK, Petrol eum Property Assessor, Tax Division, Departnent of
Revenue; ED SN FFEN, Assistant Attorney General, Commercial/Fair
Busi ness Section, Gvil D vision (Anchorage), Departnent of Law,
PAT PITNEY, Director of Budget Developnment and Institutional
Pl anni ng, University of Alaska; MARK DAVIS, Director, Division of
Banki ng, Securities & Corporations, Departnment of Community and
Econom ¢ Devel opnent; STEVE CLEARY, Executive Director, Al aska
Public Interest Research Goup; ANGELA LISTON, Representative,
Al aska Catholic Conference; JIMDAVIS, Representative, A aska Legal
Services Corporation; DOCTOR SCOIT LUPER, From Anchorage: DEE
HUBBARD, From Kodi ak: LINDA FREED, Cty Manager, Cty of Kodiak; TC
KAMAI , Chief of Police, Cty of Kodiak; From Seward: PH L SHEALY,
Cty Manager, City of Seward; WLLARD DUNHAM Gty Council Menber,
City of Seward

SUMVARY | NFORVATI ON

SB 364-LIMT STATE AID FOR MENTAL HEALTH CARE

The Commttee heard from the Departnent of Health and Social
Services. The bill was reported from Committee.

SB 278- LABOR & WORKFORCE DEVELOPMENT FEES

The Conmmttee heard from the Departnent of Labor and Workforce
Devel opnent, adopted one anendnent, and reported the bill from
Commi ttee.

SB 136- RESI DENTI AL PROPERTY TAX EXEMPTI ON

The Conmmittee adopted a comm ttee substitute and two anendnents.
The bill was reported fromCommittee.

SB 393- TAKE PERM FUND DI VI DEND FOR UNI'V FEES

The Commttee heard from the University of Al aska and the
Departnent of Revenue. The bill was held in Commttee.

SB 379- PERM FUND BOARD PUBLI C MEMBER REMOVAL
The Commttee heard fromthe Departnent of Law and the Pernanent

Fund Corporation. A conmittee substitute was adopted and the bill
was reported from Commttee.
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SB 65- CORRECTI ONAL FACI LI TY EXPANSI ON

The Conmttee heard from the bill's sponsor, the Departnent of
Corrections, and took public testinony. A conmttee substitute was
adopted. Four anmendnents were considered and three were adopted.
The bill was held in Comm ttee.

SB 313- FI RST SUPPLEMENTAL APPROPRI ATI ON

The Conmittee adopted a conmittee substitute and held the bill in
Commi ttee.

SB 306- NATUROPATHI C MEDI CI NE

The Conmmttee heard fromthe sponsor and the industry. A conmttee
substitute and two anendnents were adopted and the bill was
reported from Conm ttee.

SB 272- DEFERRED DEPOSI T ADVANCES ( PAYDAY LOANS)

The Commttee heard from the sponsor, the Departnment of Law, the
Depart nent of Conmerce and Econom c Devel opnent, the industry, and
the public. The bill was held in Commttee.

SB 307- APPEAL BONDS: TOBACCO SETTLEMENT PARTI ES
This bill was schedul ed but not heard.
#sbh364

CS FOR SENATE BILL NO. 364( HES)

"An Act relating to liability for expenses of placenent in
certain nmental health facilities; relating to the nental
health treatnment assistance program and providing for an
effective date."

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

Co-Chair WI ken comunicated that the Senate Rules Conmttee at the
Request of the Governor sponsors this |egislation which would limt
State aid for nental health care and provide a nmechani sm through
whi ch to address expenses associated with nental health di agnosis,
eval uation and treatnment (DET) prograns.

Co-Chair WIlken recalled that, during the previous hearing on this
bill, a question was asked regardi ng how the Legislature woul d be
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notified were the Departnent to anticipate a shortage of funds with
whi ch to address DET program expenses.

Bl LL HOGAN, Director, Division of Behavioral Health, Departnent of
Health and Social Services, stated that the Departnent would
provi de notification in the manner specified by the Legislature.

Co-Chair WI ken asked whether the bill should be anended to specify
that the Departnment nust notify the Senate President, Speaker of
t he House, and Finance Commttee Co-chairs were short funding to
occur.

M. Hogan responded that a fornmal request would be sufficient.

Senat or Hof f man suggested that the bill be anended, as he attested
that, in addition to the Departnent's funding being strained,
communities and hospitals woul d have "undue burdens" placed upon
them particularly considering the fact that the Al aska Psychiatric
Institute (API) would be downsized to 72 beds in July 2004. He
poi nted out that the Department could not speak to the inpact this
m ght have on hospitals. Therefore, he voiced a | ack of support for
the legislation, were it not anended.

Co-Chair WI ken asked whet her Senat or Hof fman woul d be offering an
anmendnent to address this concern.

Senat or Hof fman refrained fromoffering an amendnent.

Co-Chair WI ken expressed therefore, for the record, that the
intent of the Departnment would be to notify the Speaker of the
House, the Senate President, and Finance Commttee co-chairs were a
shortfall in funding for the DET programto occur.

Co-Chair Geen noved to report the bill and the Senate Health
Education and Social Services Commttee (HES) Letter of Intent from
Comm ttee with individual recommendati ons and acconpanyi ng fi scal

not es.

There being no objection, CS SB 364(HES) and the HES Letter of
I ntent was REPORTED from Comrittee with negative $100,000 fisca
note #1 dated February 6, 2004 from the Departnent of Health and
Soci al Servi ces.

#sb278
CS FOR SENATE BILL NO 278(L&C)

"An Act relating to fees for the inspection of recreational
devi ces, including instructional devices, for certificates of
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fitness for electrical wring and plunbing, for filing
voluntary flexible work hour plan agreenents, and for |icenses
for boiler operators; relating to the building safety account;
and providing for an effective date.”

This was the second hearing for this bill in the Senate Finance
Conmittee.
Co-Chair WIken commented that this bill, which is sponsored by the

Senate Rules Commttee by Request of the Governor, would create two
new fees and increase an existing fee charged by the Departnent of
Labor and Workforce Devel opnent. The adoption of Anmendment #1
during the bill's initial hearing changed a fiscal conponent, and,
as aresult, a new fiscal note has been provided to the Commttee.
The Version 23-GS2111\D committee substitute, anmended by Amendnent
#1, is before the Commttee.

GREY M TCHELL, Director, D vision of Labor Standards & Safety,
Department of Labor and Workforce Devel opment explained that the
adopti on of Anendnent #1 del eted a proposed $100 fl exible work plan
filing fee that woul d have generated $24,000 in revenue. Therefore,
a new zero fiscal note, dated April 26, 2004 fromthe Wage and Hour
Section of the Division of Labor Standards and Safety, Departnent
of Labor and Workforce Devel opnent, replaces the fiscal note dated
April 15, 2004. He noted that the new fiscal note's analysis
provi des the breakout of the expenses associated with adm ni stering
the flexible work plan program

Senat or Bunde acknow edged the information, but questioned the
reason for performng the "perfunctory review' of the program as
it incurs an expense to the State.

Co-Chair Green commented that this concern could be addressed via
the M ssions and Measures revi ew process.

Amendnent #2: This anendnent inserts the follow ng | anguage into
Section 1, subsection (b) followi ng the word "devise." on page one,
| i ne nine.

The departnent shall waive the inspection fee if the owner or
operator of the device uses a private inspector who is
certified by a national organization to inspect recreational
devi ces and provides the inspection report to the departnent.

Co-Chair WI ken noved and objected to the adopti on of Arendnent #2.

This amendnent is the result of recent action taken in regards to
this bill's conpanion bill, HB 402- LABOR & WORKFORCE DEVELOPMENT
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FEES.

GREG O CLARAY, Comm ssioner, Departnent of Labor and Wbrkforce
Devel opnent expl ained that the proposed | anguage in Anendnent #2
woul d address a recreational industry concern that arose during a
House commttee hearing on the conpanion bill in that a nationally
certified out-of-state inspector was utilized, at great expense, to
i nspect recreational equipnent. He stated that the Departnent
supports the anmendnent and that, absent its adoption, a duplication
of paynment mght result.

Co-Chair W/I ken renoved his objection.

Co-Chair Green asked for confirmation that Anmendnent #2 would
provide this exenption specifically to recreational equipnent.

Comm ssioner O Claray replied, "that is correct.™

Senat or d son asked for assurance that the national standards woul d
equal or exceed the State standard.

Comm ssioner O Claray understood that the same conpany that
certifies State inspectors certifies the national recreational
i nspect ors.

In response to a question from Senator Hoffman, M. Mtchell stated
that the business, Gol den Wheel s Anusenent Conpany, which operates
anusenent rides at fairs, presented this concern. The Conpany
annually hires a national certified inspector to inspect their
rides. These national inspectors nust undergo a higher |evel of
training than required of State inspectors. Wile State inspectors
woul d acconpany the national inspector, no fee would be |evied by
the State in that regard, as the private inspector would be
chargi ng an inspection fee.

There being no further objection, Arendnent #2 was ADOPTED.

Co-Chair Green noved to report the bill, as anended, from Commttee
with individual recommendati ons and acconpanyi ng fiscal notes.

There being no objection, CS SB 278 (FIN) was REPORTED from
Conmittee with new zero fiscal note, dated April 26, 2004 fromthe
Wage and Hour Section, Division of Labor Standards and Safety,
Depart nent of Labor and Workforce Devel opnent and a new $142, 000
fiscal note, dated April 26, 2004 from the Mechanical |nspection
Section, Division of Labor Standards and Safety, Departnent of
Labor and Wor kforce Devel opnent.
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#sb136

SENATE BI LL NO. 136
"An Act increasing an optional exclusion or exenption from
muni ci pal taxation for residential property.”

This was the second hearing for this bill in the Senate Finance
Commi ttee.
Co-Chair WIken stated that this bill, sponsored by the Senate

Community & Regional Affairs Conmttee, would increase, from
$10,000 to $50,000, the amount a municipality may exenpt in
residential property taxation.

Co-Chair G een noved to adopt the Version 23-LS0440\D conmittee
substitute as the working docunent.

Co-Chair Wl ken explained that the Version "D' conmttee substitute
woul d | ower the proposed nunicipality tax exenption from $50,000 to
$20, 000.

There being no objection, Version D was ADOPTED as the working
docunent .

MARY JACKSON, Staff to Senator Tom Wagoner, noted that while
Senator Wagoner is no longer a nenber of the Senate Community &
Regi onal Affairs Commttee, he continues his invol venent regarding
this legislation and, in that nmanner, supports |anguage in the
Version "D' conmttee substitute. In addition, she noted that he is
al so supportive of two forthcom ng anmendnents.

Amendnent #2: This anmendnent inserts new | anguage into the bill's
title, on page one, line two follow ng "property" as follows.

and to an exenption from and deferral of municipal property
taxes on certain types of deteriorated property.

In addition, new bill sections are inserted in the bill on page
one, following line eight as foll ow

Sec. 2. AS 29.45.050(0) is anended to read:

(o) Anunicipality may by ordi nance partially or totally
exenpt all or sone types of deteriorated property from
taxation for up to 10 [FIVE] years beginning on or any tine
after the day substanti al rehabilitation, renovati on,
denolition, renoval, or replacenent of any structure on the
property begins. A nunicipality may by ordinance permt

SFC- 04 (7) 04/ 27/ 04



deferral of paynent of taxes on all or sone types of
deteriorated property for up to five years begi nning on or any
time after the day substantial rehabilitation, renovation

denolition, renoval, or replacenent of any structure on the
property begins. However, if the ownership of property for
which a deferral has been granted is transferred, all tax
paynments deferred under this subsection are immedi ately due
and the deferral ends, or, if ownership of any part of the
property is transferred, all tax paynents are i mmedi ately due.
The amount deferred each year is a lien on that property for
that year. Only one exenption and only one deferral may be
granted to the sane property under this subsection, and, if an
exenption and a deferral are granted to the sanme property,
both may not be in effect on the sanme portion of the property
during the same tinme. An ordinance adopted under this
subsection must include specific eligibility requirenments and
require a witten application for each exenption or deferral.
In this subsection, "deteriorated property"” neans real
property that is conmercial property not used for residential
purposes or that is nmulti-unit residential property with at
| east eight residential units, and that neets one of the
foll ow ng requirenents

(1) wwthin the last five years, has been the subject of
an order by a governnent agency requiring environnental
remedi ation of the property or requiring the property to be
vacat ed, condemmed, or denolished by reason of nonconpliance
with | aws, ordinances, or regul ations;

(2) has a structure on it not |less than 15 years or age
that has undergone substantial rehabilitation, renovation
denolition, renoval, or replacenent, subject to any conditions
prescribed in the ordi nance; or

(3) is located in a deteriorating or deteriorated area
wi th boundaries that have been determ ned by the municipality.

Sec. 3. The uncodified |law of the State of Al aska enacted in
sec. 2, ch. 8, SLA 1999, as anended by sec. 1, ch. 102, SLA
2002, is anended to read:

Sec. 2. AS 29.45.050(0) is repealed July 1, 2010 [2006].

New | anguage underli ned [ DELETED TEXT BRACKETED]

Senat or B. Stevens noved for the adoption of Amendnent #2.
Co-Chair WI ken objected for explanation.
Senator B. Stevens pointed out that, while the anmendnent was

drafted to the original version of the bill, it would apply to the
Version "D' commttee substitute. Anmendnent #2 would provide
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additional options to nmunicipalities as a result of the foll ow ng
three changes: it would add the | anguage "denolition and renoval "
to the qualifying | anguage; woul d increase the tax exenption period
from five years to ten years; and would address environnental
remedi ation issues that would require a property to be vacated. He
al so noted that the anmendnent would allow a nunicipality, on a
case-by-case basis, to expand the property qualification period
fromfive years to seven years.

JEFF JUDD, Director of Operations, Cook Inlet Housing Authority,
testified via teleconference froman offnet site and spoke in favor
of the bill; particularly | anguage would allow | ocal property taxes
to be deferred for up to ten years. The bill would enhance | ocal
comunities, non-profits and other entities efforts to revitalize
deteriorated properties. Absent these kinds of options, the expense
associated with inproving deteriorating properties would be cost-
prohibitive. In addition, in the long term the resulting gains in
assessed val ues and corresponding increased property taxes would
benefit local municipalities and offset any |lost tax revenue. This
legislation is really about "economc developnent and the
opportunity to create healthy neighborhoods, vibrant business
district environnents, quality affordable housing devel opnent and
ultimately inproved property assessed values and higher tax
revenues for |ocal governnments."” H's organization welcones this
taxation exenption and deferral legislation, as it would enable
themto continue their efforts to revitalize deteriorated sites.

Co-Chair Geen asked for confirmation that the bill would allow for
site inprovenent during the ten-year taxation exenption period.

M. Judd concurred.

Co-Chair Geen asked whether the tax abatenent would be
di sconti nued were no wor k undert aken.

M. Judd replied that the |ocal governnment would establish the
taxation abatenent/exenption rehabilitation paranmeters wthin
exi sting and proposed | aw.

Senat or Bunde asked whether nunicipalities could spin the |oca
options provided by this anendnent as "unfunded mandates."”

Senator B. Stevens responded no, as the nunicipality would be
required to approve and establish the paraneters pertinent to each
abat enent proj ect.

HOMRD LEVI NE, Director of Devel opnent, Venture Devel opnent G oup,
testified via tel econference froman offnet site and spoke in favor
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of the bill as "it would be the catal yst for the redevel opnent of
under-utilized and blighted areas within Al aska." Increasing the
al | owabl e abatenent period from five years to ten years would be
beneficial to devel opers and property owners. The chall enges of
coordinating rehabilitation activities are expensive and absent tax
abat enent, the cost would be prohibitive. Hs conpany would utilize
the conponents provided by this legislation to enhance its
redevel opnent projects. He thanked the Commttee for considering
the bill.

Co-Chair WI ken renoved his objection.
There being no further objection, Anendnent #2 was ADOPTED.

Amendnent #1: This anendnent inserts the follow ng | anguage into
Section 1, subsection (a) of the bill on page one, |ine six,
follow ng the word "el ection.”

An excl usi on or exenption authorized by this subsection nmay be
applied with respect to taxes levied in a service area to fund
t he speci al services.

Co-Chair WIlken noved to adopt Anendnent #1 and objected for
expl anat i on.

Ms. Jackson informed the Committee "that current statute is silent”
regarding the taxation application of this exenption in regards to
service areas. Therefore, it was determined by the House of
Representati ves that |anguage clarifying that a nmunicipality would
have the decision-making authority in this regard should be
included in the bill

Ms. Jackson explained that the Version "D' commttee substitute
woul d allow a nunicipality to provide a $20,000 tax exenption on a
$100, 000 house. The $80, 000 bal ance woul d be taxable at the | ocal
mll rate. This amendnent would allow, by a vote of |ocal residents
on an ordi nance presented by the | ocal governing assenbly, whether
or not to collect the mll rate supporting, for exanple, emnergency
services in that area, based on the full $100,000 value of the
house or the $80, 000 val ue of the house.

Co-Chair W/I ken renoved his objection.
There being no further objection, Arendnent #1 was ADOPTED.
Co-Chair WI ken asked whet her the Departnment of Revenue spreadsheet

titled "Estimated State Revenue Loss Due to Increased Al owance for
Resi dential Exenption” [copy on file] dated January 20, 2004 is

SFC- 04 (10) 04/ 27/ 04



current.

RANDY HOFFBECK, Petroleum Property Assessor, Tax D vision,
Depart nment of Revenue, testified via teleconference froman of fnet
site and replied that it is.

Co-Chair WIlken, noting that the spreadsheet contains actuals based
upon a $10,000 exenption as well as projections for both a $20, 000
and $50, 000 exenption, asked upon which of those projections the
$389, 182 "Estimated increased cost to state" is cal cul at ed.

M. Hoffbeck replied that the ampunt is based on the $20, 000
exenpti on projection.

Co-Chair W1 ken expressed therefore that this spreadsheet coul d be
recogni zed as the basis for a fiscal note.

M . Hof f beck concurr ed.

Co-Chair WIken asked that the Departnment of Revenue further refine
the spreadsheet so that the presentation is clearly defined.

M. Hof f beck agreed.

Senator B. Stevens questioned the reason for the Petrol eum Property
Tax Division of the Departnent of Revenue's involvenent in this
process as the bill pertains to residential property tax
exenpti ons.

Co- Chair W/I ken explained that any change in the mll rate of the
municipality subject to this legislation would also affect the
anount of noney the State mght collect via AS 43.56 (G| and Gas
Property).

Senator B. Stevens acknow edged the connection. In addition, he
understood that the Municipality of Anchorage is not specified in
this legislation, as it is not one of the five municipalities
offering this tax exenption.

STEVE VAN SANT, State Assessor, Division of Community Advocacy,
Department of Community and Econom c Devel opnent, explained that
originally the spreadsheet was developed to assist the State in
determning the amount of GOl and Gas revenue that would be
affected by the proposed property tax exenption. While there are
five municipalities currently offering this type of exenption, the
spreadsheet reflects only four, as the Bristol Bay Borough area
does not have any oil and gas properties within its boundaries.
O her communities could inplenent the exenption in the future.
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Senator B. Stevens asked for confirmation that only five
municipalities currently grant this exenption.

M. Van Sant affirned. He also noted that the exenption is
currently limted to $10, 000.

Senator B. Stevens understood that other nunicipalities could
i npl enent this exenption.

M. Van Sant affirnmed that any nmunicipality could elect to do so.

Senator B. Stevens understood therefore, that were this |egislation
adopted, the Municipality of Anchorage could elect to inplenent a
$20, 000 property tax exenption.

M. Van Sant confirned.

Senator B. Stevens comented that there are "tools avail able"
t hrough which tax relief could be provided to property owners.

Senator Hof fnan asked for confirnmation that, were the $20, 000
exenption allowed, the cost to the State woul d be $389, 182.

M. Hoffbeck affirned.

Co-Chair WIlken clarified that this would be "the potential
liability" to the State were the four nunicipalities currently
providing this exenption to increase the exenption |evel to $20, 000
and increase their mll rate to the maximumlimt.

M. Van Sant clarified that $389, 182 woul d be the anount of revenue
lost to the State were the four nunicipalities to elect to regain
the revenue |l ost fromthe exenption by increasing their local mll
rate. The Kenai Peninsula Borough also has a sales tax that could
be utilized to offset its lost revenue. Therefore, the $389, 182
State revenue reduction would be a "worst case scenario.”

Senat or Bunde asked whether a revenue loss to the State woul d be
incurred were the Miunicipality of Anchorage to provide the $20, 000
property tax exenptions.

M . Hoffbeck replied that the overall effect on the State woul d be
mnimal as the oil and gas property within the Minicipality of
Anchorage "is m nuscule.”

Senat or Bunde, referencing municipalities' concern regarding State
revenue sharing, conmmented that, were these municipalities to
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increase their exenption level and their mll rates to the maxi mum
allowable level, it could be likened to being a State subsidy
anounting to approxinmately $100,000 for each of the four
conmuni ties.

M. Hoffbeck affirmed that the anmount would vary between $31, 000
for the North Sl ope Borough and $133,000 for the Fairbanks North
St ar Bor ough.

Co-Chair Green noved to report the bill, as anended, from Commttee
with individual recommendati ons and acconpanyi ng fiscal notes.

Senat or Hof f man voi ced support for the bill, as "it would provide
nore local control”™ to nunicipalities.

Senat or Bunde interjected "and nore State noney."

There being no objection, CS SB 136 (FIN was REPORTED from
Committee with new zero fiscal note, dated April 28, 2004 fromthe
Depart nent of Revenue and new zero fiscal note, dated February 11,
2004 fromthe Departnent of Community and Econom c Devel opnent.

#sb393

SENATE BI LL NO. 393

"An Act relating to default on tuition, fees, and other
charges of the University of A aska and to clains on permanent
fund dividends for tuition, fees, and other charges of the
University of Al aska that are in default."

This was the first hearing for this bill in the Senate Finance
Commi ttee.
Co-Chair Wlken informed the Conmttee that this bill, which is

sponsored by the Senate Finance Committee, would authorize the
University of Alaska to garnish an individual's Permanent Fund
Dividend (PFD) for paynent of defaulted tuition fees, and other
fees owed to the University. He noted that Version 23-LS1945\A is
before the Committee.

PAT PITNEY, Director of Budget Developnment and Institutional

Pl anning, University of Alaska, testified via teleconference from
an offnet site and expressed that "the University is |ooking for

every way to maximze its generated revenue." This bill would
i npl enent a neans through which the University could collect on
outstanding loans in a fashion simlar to that utilized by the
Al aska Student Loan Corporation (ASLC) that allows it "to garnish
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PFDs for past due or defaulted debt." Language in the bill would
assure that due process would be observed. This is a "safe bill"
whi ch would allow the University to collect, in the first year
approxi mately $400,000. The ampunt collected woul d decrease over
time as outstanding debt is reduced. There are approximately 1, 700
i ndi vidual s with outstanding University debt. Through coordi nated
efforts with the Departnent of Revenue's Permanent Fund Divi dend
Di vi sion, assurances have been established to insure that the
University's PFD garnishnent attachnment would align wth other
Per manent Fund Divi dend attachnent policies.

DARW N PETERSON, Staff to Senator Gary WI ken, Co-chair of the
Senate Finance Conmittee reiterated that the University debt
col l ection process being proposed is simlar to that utilized by
the ASLC. He characterized the University's current collection
process as being "aggressive" in that five separate collection
notices are sent out over a six nonth period, wth additional
notices offering deferred paynent plans in addition to utilizing
coll ection agencies. However, regardless of these efforts, in
excess of one mllion dollars in 180-day or |onger debt remains
out standing. The University estimates that of that anount $800, 000
is attributable to students who collect PFDs. In order to provide
t he maxi num protection to citizens, the proposed net hodol ogy woul d
specify that extensive notification, warning, and an appeals
process mnust be inplenented prior to garnishing an individual's
PFD.

M. Peterson estimated that half of the $800,000 original debt
could be collected the first year were this program i npl enented,
and that in subsequent years, $100,000 could be collected annually.
The proposed legislation wuld provide the University "one
addi ti onal avenue" through which to collect, rather than "wite
of f", debt.

SHARON BARTON, Director, Permanent Fund D vidend Division

Depart ment of Revenue, stated that the | egislation being proposed
is "straight forward® and would not present any inplenentation
obstacles. The Division would experience an initial one-tine
expense related to conputer reprogramring to allow the University
gar ni shnent .

Senator Bunde questioned how University tuition could be
del i nquent, as he understood that tuition is typically collected in
advance.

Ms. Pitney affirmed that the University's policy is that students

pay up front; however, she allowed that the delinquency process is
intensive in that when the financial commttee revi ews students who

SFC- 04 (14) 04/ 27/ 04



are past due in their paynents a nultitude of factors are at play
such as students being delinquent due to anticipated financial aid
that does not occur; students who "have an intent to pay" that does
not transpire; and essentially the students "are |ooked at and
accepted as a risk that follows through at sonme point." She opined
that the one mllion dollar delinquency total, out of a $60 mllion
dollar total, "relatively speaking is a small anount." Being able
to collect $400,000 of the one mllion dollar total would be worth
t he endeavor. She noted that in addition to tuition delinquencies,
ot her delinquent charges included in the total include such things
as dorm room damages and parki ng fees.

Senat or Bunde encouraged the University to strengthen its tuition
bad debt collection policy as holding students responsible for
their obligation is part of the |earning experience. He recalled
that financial aid checks often identify both the student and the
school in order to insure that the funds would be spent
appropri ately.

Senat or Bunde questioned the appropriateness of placing the
garnishment of PFDs for University delinquencies ahead of
garni shments for donestic viol ence delinquencies and Al aska Court
matters, as denoted in the paynment priority list denoted in Section
2 of the bill on page two, beginning on |ine nine.

SFC 04 # 95, Side B 09:49 AM

Ms. Pitney responded that the rationale for placing the University
gar ni shnment as nunber four of eight is that this would place the
University's garni shnment behind that of the Alaska Student Loan
Corporation. This rationale was the inpetus for its placenent.

Senat or Bunde pointed out that there "would be potential costs to
the State"” were the University to maintain the nunber four position
on the garnishnent priority list, as such things as Court ordered
fines woul d be secondary to the University's garnishnents.

Co-Chair WIken characterized the University's placenent on the
priority list as being "somewhat objective."

Ms. Pitney agreed.
Co-Chair Geen questioned why this legislation is necessary, as she
understood that, in addition to an agency of the State being able

to collect such things as child support debt from an individua
t hrough the PFD garni shnent process, anyone coul d garni sh anythi ng
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for a proven debt through the |egal process.

Co-Chair Green al so questioned whether the University's collection
in this manner is appropriate or whether the University's fiscal
note, dated April 23, 2004 is correct as it indicates that it would
cost $400,000 to collect $400, 000.

Ms. Pitney responded that the fiscal note mght not be correctly
presented, as the intent of the University would be to add one
staffing position to develop the collection programthe first year.
The associ at ed expense, she continued woul d anount to $100, 000 of
the antici pated $400,000 revenue in FY 05. The $300,000 revenue
bal ance, she stated, would be distributed to other University
conponents. In subsequent years, the cost of nanaging the program
woul d be m ni mal .

Co- Chair W/I ken understood therefore that the fiscal note depicts
that, in FY 06, it would cost $30,000 to collect $350, 000.

Ms. Pitney concurred that that is the intent.

Co-Chair Geen opined that the fiscal note should be re-worked, as
the intent is not properly reflected.

Co-Chair Wl ken stated that the fiscal note would be re-worked.

Co-Chair Green restated her earlier argunent that due to | anguage
in Section 2, subsection (b) on page two, beginning on line 26, the
University is already qualified to garnish an individual's PFD as
it is an agency of the State.

Ms. Pitney clarified that the |anguage does not apply to the
University as it, like the Al aska Student Loan Corporation, is
recogni zed as a separate entity rather than an agency of the State.
Therefore, she clarified that the | anguage in Section 2, subsection
(b)(4) is required to allowthe University, as a separate entity of
the State, to collect outstanding debt via the PFD garni shnent.

(4) clainms on defaulted tuition, fees, and other charges of
the University of Al aska under AS 43.23.073;

Ms. Barton could not speak regardi ng whether or not the |anguage
woul d be required; however, she noted that this |egislation would
provi de the University the authority to garnish up to 100-percent
of an individual's PFD rather than "80-percent which is standard
for other garnishnents not included under this exenption.”

Co-Chair Green understood therefore that absent this legislation, a
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maxi mum of 80-percent coul d be garni shed.
Ms. Barton affirned.

Senator B. Stevens understood therefore that the entities specified
in Section 2, subsection (b) would be entitled to garnish 100-
percent of a PFD, and that those not listed could collect up to a
maxi num of 80- percent.

Senator B. Stevens voiced confusion to the coment that the
University would not qualify as an agency of the State under the
| anguage on line 26 of Section 2, subsection (b).

Co-Chair WI ken expressed that clarification would be forthcom ng
regardi ng whether or not the University could be recognized as an
agency of the State.

Senator B. Stevens asked for confirmation that the priority listing
pertaining to garnishnents would be conducted in the order
reflected in Section 2, subsection (b).

Ms. Barton stated that a clarification of the intent of the
priority listings would be forthcom ng.

Co-Chair WIlken ordered the bill HELD in Commttee in order to
further address the fiscal note concern, the agency status concern,
and the priority list ranking order concern.

#sb379

CS FOR SENATE BILL NO. 379(JUD)

"An Act providing that public nmenbers of the Board of Trustees
of the Al aska Permanent Fund Corporation may be renoved only
for cause; and providing for an effective date.™

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

Co-Chair WIken explained that this |egislation, which is sponsored
by the Senate Rules Committee by Request of the Governor, would
provide the process through which an Al aska Pernmanent Fund
Cor poration Board of Trustees public board nenber could be renoved
for cause.

M KE BARNHI LL, Assistant Attorney General, Conmercial/Fair Business

Section, Cvil Dvision (Juneau), Departnent of Law, stated that
under current law, a public Board nenber could be renoved from
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their position on the Board for any reason provided the reason is

presented in witten format. This bill would change the current
scenario in that a Board nenber trustee could only be renoved "for
cause." He stated that the bill defines "for cause" to be such

things as "inefficiency, msconduct in office, neglect of duties,
and conviction while in office of crines involving noral
turpitude.” The current process is detrinental to the effectiveness
of the Board as there is value in nmaintaining institutional

know edge and continuity of managenment of the $28 billion fund.
Co-Chair WIlken asked for clarification that M. Barnhill is
speaki ng of |anguage in the Judiciary version of the bill, Version
23- GS2142\ D.

M. Barnhill concurred.

M. Barnhill stated that the bill would allow the aggri eved Board

menber, through a hearing process, to present w tnesses on their
behalf, with the final hearing decision regarding their renova
being filed with the Lieutenant Governor. He al so noted that during
the bill's progression through various commttees, nunerous
guestions regarding the hearing process arose. In response, a
forthcomng commttee substitute, Version 23-GS2142\H has been
devel oped that would streamline the process by aligning it with
other current "renoval for cause" statutes that do not require a
heari ng process, as detailed in the "Qther Al askan Statutes 'For
Cause' Renoval Provisions" handout [copy on file] that was conpiled
by the Department of Law. The stream i ned process would, were the
Menber to challenge the reason for renoval, involve the Al aska
Court Systemin the final determ nation process.

Co-Chair Geen noved to adopt the Version 23-GS2142\H conmittee
substitute as the worki ng docunent

There being no objection, the Version "H' commttee substitute was
adopted as the working docunent.

ROBERT STORER, Executive Director, Permanent Fund Corporation,
Department of Revenue, explained that typically it takes
approximately two years for a Board nenber to becone thoroughly
educated on Board matters. The six-nmenber Board consists of two
Cabi net nenbers one of whomis the Comm ssioner of the Departnent
of Revenue, and four nenbers who are appoi nted by the Governor and
who serve four-year, staggered terns with one Board nenber position
expiring on June 30th of each year. The Al aska Permanent Fund
Corporation has not been afforded the protection of renoval for
cause, as have other Boards.
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M. Storer shared that on two different occasions, five of the six
Board Menbers have been replaced when a new Adm nistration took
office. He could not say that this has di sadvantaged t he Per manent
Fund Corporation; however, due to the maturity |l evel of the Fund
and the length of tinme that is spent regarding the various
i nvest ment approaches, adoption of this policy would be beneficial.
The Corporation believes that "it is very inportant” that Board
continuity occurs in order for the education and know edge to be
gained in sone systemic manner. He noted that the Governor Frank
Mur kowski Admi ni stration retained two Board nenbers and appoi nt ed
ot hers who had a previous or related experience with the Pernmanent
Fund Corporation. This provided a very snooth transition to occur.
Any new Adm nistration would have the ability to replace two
menbers i nmedi ately, one being the Comm ssioner of the Departnent
of Revenue and the other being the Cabinet nenber. An additi onal
repl acenent woul d be possible on June 30th of that year.

M. Storer also observed that new Board nenbers learn far nore
qui ckly when allowed to gleam knowl edge from existing Board
menbers. Wil e nunmerous State boards operate with the renoval for
cause conponent, he urged the Conmttee to support the bill

Senator Hof frman, noting that the Version "D' commttee substitute
i ncorporated the definition of "for cause"” but the Version "H' did
not, asked whether the definition of "for cause" exists wthin
State statute.

M. Barnhill responded that were a lawsuit filed by the aggrieved
Board nenber, the Alaska Court System would apply a test to
det erm ne whet her the reason was capricious, arbitrary, or illegal.

If the determ nation were that none of those applied, then the
determ nation would be that it was valid. This is a "conmobn | aw
defined term"”

Senat or Bunde spoke in support of the bill as should there "be
m schief at foot" and were a Governor to replace all Board nenbers
with people he could control, there m ght be a way to "mani pul ate
the dividend to the detrinment.of the overall investnent goal of the
Per manent Fund."

Senator Bunde noved to report the bill from Commttee wth
i ndi vi dual recommendati ons and acconpanyi ng fiscal notes.

There being no objection, CS SB 379(FIN) was REPORTED from
Commttee with zero fiscal note #2, dated February 4, 2004 fromthe
Department of Law and zero fiscal note #3, dated February 6, 2004
fromthe Departnent of Revenue.
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#sbh65

SENATE BI LL NO. 65

"An Act authorizing the Department of Corrections to enter
into agreenments with nmunicipalities for new or expanded public
correctional facilities in the Fairbanks North Star Borough,
t he Mat anuska- Susi t na Borough, Bethel, and the Municipality of

Anchor age. "
This was the third hearing for this bill in the Senate Finance
Conmittee.
Co-Chair WIken explained that this bill would authorize the

Department of Corrections to enter into 25-year |ease agreenents
for additional State correctional beds with the Mtanuska- Susitna
(Mat - Su) Borough, the Fairbanks North Star Borough, Bethel, and the
Muni ci pality of Anchorage.

Co-Chair Geen, the bill's sponsor, expressed that for nore than
four years, she has been advocating for the construction of new
prisons in the State. D scussions have occurred regarding both
public and private operated facilities. Contrary to npst
di scussions that place private and public facilities in conpetition
with each other, this legislation would provide an opportunity to
construct new facilities in the State w thout advocating for one
side or the other. No expansion would occur were the current
conpetitive situation to continue. Sone facilities in the State
operate at one hundred percent capacity on an on-going basis, and
were this to continue, it could present "a crisis" and a "dangerous
situation.”

AT EASE 10:10 AM/ 10: 11 AM

Co-Chair Green noved to adopt the Version 23-LS0392\C as the
wor ki ng docunent .

Co- Chair W/I ken objected for explanation.

Co- Chair Green explained that Version "C' would expand the bill's
title to include private prisons in the Gty of Wittier, provided
the State could not provide the service at the sane or | ower cost.
In addition, the bill's title would al so be expanded to provide
consideration to the Gty of Dllingham and Kodi ak's jails.

Co-Chair Geen pointed out that the bill would also provide a

termnation date of July 1, 2009 as specified in the bill in
Section 1 on page two, lines six and nine. By this tine, the
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Comm ssioner of the Departnent of Corrections nust authorize
construction of the facilities on the public side. Subsection (2)
of Section 1 would allow for an increase in the maxi num nunber of
beds that could be constructed in the Mat-Su Borough facility.

Co-Chair Green noted that new | anguage referencing a third party
contractor for a prison facility inthe Cty of Wiittier has been
added as reflected by the entirety of Section 2, beginning on page
three, line five. She specified that the Gty of Wittier prison
construction nust be authorized by July 1, 2006. She also noted
that before the project could be awarded to a third party, a
feasibility study nust be conducted in order to affirm that the
State could not perform these services for the sanme or |esser
anmount. Section 2 would al so mandate that a conpetitive bid process
be i npl enmented when awarding the City of Whittier prison facility
project to a third party and that the Cty of Wiittier nust adhere
to the State procurenent process for the acquisition of |and,
design, construction, and operation of the facility. Furthernore,
t he Conm ssioner nust approve the facility design before entering
into an agreenent. Approval of design, efficiency, safety neasures,
and buil ding standards is necessary as there is always the chance
that a facility constructed by a borough or city mght, "in a short
period of time be turned over to the State.”

Co-Chair Green also noted that the Wi ttier prison would be imted
to approxi mately 2,200 beds. Language in Section 2, subsection (4)
on page four, beginning on page 15 is identical to |l anguage in HB
55- CORRECTI ONAL FACI LI TIES pertaining to the agreenent with the
City of Wiittier.

Co-Chair Green noted that Section 3, on page four, beginning on
line 23 is also new | anguage. It would specify that, in regards to
the construction of a prison facility in the cities of Dillingham
and Kodiak, the State would match the expenditure of the |oca
entity by issuing a certificate of participation (COP).

Co-Chair Green pointed out that new Section 4, |ocated on page
five, beginning on line 11, would provides further paraneters
regarding the State's COP agreenent with the cities of Dillingham
and Kodi ak. The anti ci pated annual operating costs associated with
providing the additional beds at each facility are specified in
Section 4, line 24.

Co-Chair Green pointed out that |anguage in Section 6, on page siX,
line six repeals language that the Legislature approved
approximately six years prior regarding the Kenai facility, which
was not furthered.
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Co-Chair Geen stated that the difficult aspect of devel oping the
Departnent of Corrections "draft” fiscal note, dated April 27, 2004
[copy on file] was that while nobst fiscal notes reflect new
expenses, the Departnment was required to factor out expenses
associated with housing inmtes outside of the State. This is
further explained in the fiscal note analysis. Inmates who are
currently housed in Arizona would be housed within the State as of
the year 2009, and as a result, that $13 nillion expense nust be
removed from the total $43 mllion expense in order to conpare
figures. The resulting $27 mllion net expense would better reflect
the true cost of increasing the nunber of in-State beds. In
addition, sone prison facilities in Palnmer mght be closed and
operations noved to a new facility. This would "allow for a better
managenent " of funds.

Co-Chair Geen urged the Conmttee to realize that each new "t ough
on crime" bill approved by the Legislature would further increase
the State's prison population. In addition, each new State Trooper
and new State prosecutor would also increase the nunber of those
who might be incarcerated. One area that is also authorized in the
bill, but that was not thoroughly discussed, is the expansion of
the federally funded Municipality of Anchorage jail. The Gty of
Seward is also interested in requesting that its nunber of beds be
i ncr eased.

Co-Chair Green commented that a forthcom ng anendnment woul d address
a technical error in the bill and a separate anmendnent would
address Al aska police standard certification requirenents for
prison guards as this issue is not currently addressed in the bill

Co-Chair WI ken renoved his objection.

There being no further objection, the Version "C' committee
substitute was ADOPTED as the worki ng docunent.

Anmendnent #2: This technical anendnent changes $1,500,000 to
$2, 000,000 to correct a drafting error in Section 4, line 14 on
page five of the Version "C' conmttee substitute.

Co- Chair Green noved for adoption

There being no objection, Arendnent #2 was ADOPTED.

MARC ANTRI M Conm ssi oner, Departnent of Corrections, informed the
Commttee that, while this "conprom sed" |egislation would not
provide all the renmedies that are desired, both the Departnent and

Governor support its passage as the need for additional prison
"housing is so great." He detailed the growh in prison popul ation
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nunbers, as reflected in the Departnent's chart titled "Inmate
Popul ation Statistics" [copy on file], and conmented that there is
no indication that the increasing prison population trend would
change. Were the current rate of prison popul ation increase and the
current circunstances to continue, it is anticipated that half of
State's i nmate popul ati on woul d be housed outside of the State.

DEE HUBBARD, Resident of Sterling, testified via tel econference
from Anchorage and appl auded the efforts exerted in the devel opnent
of the commttee substitute, specifically the inclusion of
procurenent code |anguage and the inclusion of the Kodiak and
Dillinghamjail conponents. She urged the Committee to consider the
addition of Statute |anguage, as adopted by other states, regarding
private prison contract nonitoring, conpliance auditing, use of
force guidelines, contract enforcenent and fines, and energency
notification plans to include such things as who would be
responsi bl e for expenses associated with searching for an escaped
inmate. These types of things should be incorporated into State
Statute. She could provide pertinent information to the Commttee
in these regards.

Co-Chair Green asked Ms. Hubbard to provide the information to her
of fice.

LINDA FREED, City Manager, Cty of Kodiak, testified via
tel econference from Kodiak and thanked the bill's sponsor for
providing the Gty the opportunity to participate in the
devel opnent of the conmttee substitute. The focus of her testinony
woul d be the financing of the Cty's proposed jail facility. She
noted that the Cty currently operates the jail on a contractual
basis with the State in an old contractor's office/garage buil ding
that was built in the 1940s. The building, which also houses the
City's police departnent, is unsafe and expensive to operate. The
City has commtted to constructing a new 20 or 22-bed jail
facility, probably at the sane site, at an estimated cost of up to
$3.5 million. The Cty "already subsidizes the operation" of the
current jail facility even though the contract with the State is in
ef fect. The proposed 50-50 State/local match that woul d be required
to construct the new State jail facility would exceed the Cty's
fiscal ability. However, construction would be possible were the
City able to secure a three mllion dollar bonded indebtedness. The

City has made a conmitnent to the bill's sponsor "that they are
willing to bond and pay for the construction costs of the facility
up front." At the current four-percent interest rate, a three

mllion dollar twenty-year bond indebtedness annual payback woul d
be $220, 745. Therefore, the request is that the State woul d assi st
the Gty in finding "a nechanism through which the Gty could
"construct a newjail for the State of Al aska" and assist the Gty
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in satisfying the bonded indebtedness debt "up to a maxi mum of
three mllion dollars.”

TC KAMAI, Chief of Police, Gty of Kodiak Police Departnent,
testified via tel econference fromKodiak regarding the difficulties
the City faces in operating the current aging and "depl orable”
facility; particularly in regards to neeting the standards required
by the State contract. He |likened the escal ati ng annual nai nt enance
expenses of the facility "to putting band-aids on an open wound."
The jail nust be replaced.

Senator O son asked regarding the jail's incarceration statistics.

Chi ef Kamai responded that the nonthly occupancy rate of the 16-bed
facility is 80-percent. This norning the jail held 13 individuals.

Senator O son asked for a total nunber per year.

Chi ef Kamai responded that the jail houses an average of 1,200 to
1,300 incarcerations per year.

SENATOR GARY STEVENS thanked the bill's sponsor for including
community jails in the commttee substitute. Though his experience
as a former Cty of Kodiak Mayor, he could attest to the condition
of the Gty jail, the oldest jail in the State. He stressed the
tinmeliness of this legislation, as the City is noving forward with
its plans to replace the jail with a nulti-public safety building.
He applauded the City's willingness to conmt to paying up-front
for the building, and supported the Cty's request that the State
commt to assisting with the building s associated bond servi ce.

PH L SHEALY, City Manager, Cty of Seward, testified via
tel econference from Seward and shared that the Cty supports the
commttee substitute's "conprehensive package to address
correctional facility needs in the State for years to cone.”
However, the one mssing conponent is that of addressing the
State's maxi numsecurity facility needs. Therefore, he requested
that expansion of the City of Seward's Spring Creek Prison be
considered in that regard.

W LLARD DUNHAM Gty Council Menber, Cty of Seward, testified via
tel econference from Seward and rem nded the Commttee that, while
the Spring Creek facility can currently house 350 inmates, the
building and the site were designed to allow for an expansion
ability to house 700. He noted that this could be acconplished for
a reasonabl e anount. Therefore, he requested that this facility be
added into the feasibility study | anguage. He al so stated that the
facility currently houses 500 inmates and site expansion is
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required. The Departnment of Corrections would support the expansion
of maxi mum security inprovenents at the site.

SFC 04 # 96, Side A 10:38 AM

M. Dunham noted that the bonds that were sold to support the
construction of this facility would be paid off in the year 2006,
and, in light of the current interest rate level, he stressed that
this would be a good tine to reissue those bonds. Another valid
reason to expand the facility is the fact that Seward is the site
of the Alaska Vocational & Technical Institute, which could provide
training for correctional officers and i nmates. Therefore, he urged
the Commttee to include the community of Seward in the bill as he
assured the Commttee that the Gty would be willing "to assist the
Department on all fronts."” The only thing negative about the bil
is the fact that the Gty of Seward prison facility is not
i ncl uded.

Senator G Stevens agreed that the Spring Creek facility should be
considered in this legislation as it is the only nmaxi numsecurity
facility in the State and has been designed for expansion. The
facilities currently incorporated into the bill are nedium security
or lower, and pre-sentencing facilities. He therefore urged that
the facility be included.

Co-Chair Geen noted that further anendnents woul d be forthcom ng.

Co-Chair WIlken ordered the bill HELD in Committee for further
consi derati on.

[ Note: SB 65 was re-addressed later in the neeting.]
RECESS 10:41 AM/ 4:04 PM
#sb313
SENATE BI LL NO 313
"An Act maki ng suppl emental and ot her appropriations; anmendi ng

appropriations; making an appropriation to capitalize a fund;
and providing for an effective date.”

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

Co-Chair Geen noted that Menbers have been provided a detailed
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O fice of Managenent and Budget spreadsheet [copy on file], dated
April 23, 2004 regarding the FY 2004 suppl enental appropriation.

Senat or Dyson noved to adopt the Version 23-GS2153\1 conmittee
substitute as the working docunent.

There being no objection, the Version "I" commttee substitute was
ADOPTED as the worki ng docunent.

Co-Chair Green expressed that this |legislation nust be addressed in
short order as sone Departnments mght be reaching, "in their
mnds," a "crisis" budgetary situation. She noted that sone federa
authority and corporate funds are available to support the
suppl enental . She asked Menbers to review the conmmttee substitute
and contact her office regarding concerns or anendnents, as the
intent is to nove the bill from Commttee expeditiously.

The Bill was HELD in Conmittee.
#sb65

SENATE BI LL NO. 65

"An Act authorizing the Departnment of Corrections to enter
into agreenments with nmunicipalities for new or expanded public
correctional facilities in the Fairbanks North Star Borough,
t he Mat anuska- Susi t na Borough, Bethel, and the Municipality of
Anchor age. "

[Note: This bill was heard earlier in the neeting.]
Co-Chair WIlken noted that the bill was again before the Conmttee.

Amendnent #3: This anmendnment inserts new | anguage into the bill
title on page one, line one, following "An Act." The anended
| anguage woul d read as foll ows.

An Act relating to correctional officers, parole officers, and
probation officers; ...

In addition, the bill inserts new bill sections into the bill on
page one, following line twelve, as foll ows.

Section 1. AS 18.62.290(2) is anended to read:
(2) "correctional officer"” means a person
(A) appointed by the conm ssioner of corrections
whose primary duty under AS 33.30 is to provide custody, care,
security, control, and discipline of persons charged or
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convicted of offenses against the state or held under
authority of state law, or

(B) enployed in a correctional facility in this
state whose prinmary duty is to provide custody, care,
security, control, and discipline of persons charged or
convicted of offenses or held under authority of |aw,
Sec. 2. AS 18.65.290(5) is anended to read:

(5) "parole officer" nmeans a person appointed by the
conmm ssioner of corrections or enployed by a correctional
facility in this state to performthe duties of supervising
the parol e of prisoners under AS 33. 16;

Sec. 3. AS 18.65.290(7) is anended to read:

(7) "probation officer"” means a person appoi nted by the
commi ssioner of corrections or enployed by a correctional
facility in this state to performthe duties of a probation
of fi cer under AS 33.05.

New Text Underlined [ BRACKETED TEXT DELETED|

G her changes resulting fromthis amendnent are: deleting "$14, 600"

and replacing it with "$11, 600" on page two, |ine 25; deleting
"sec. 4" and replacing it with "sec. 7" on page four, l|ine 29;
deleting "sec. 4" and replacing it with "sec. 7" on page five, line
nine; and deleting "sec. 3" and replacing it with "sec. 6" on page
five, line 14 and on page five, line 31.

Co-Chair Green noved to adopt the anmendnent. She noted that this
anmendnent woul d i ncorporate standards into the bill pertaining to
staff training and certification. In addition, she noted that the
anendnent would also present a technical change to correct the
annual maxi mum all owabl e | ease paynent per bed at a new prison
facility.

Senat or Dyson asked whether State statutes currently contain
adequat e screening procedures or training for prison chaplains as
there was a recent news report regardi ng i nappropriate conduct of a
State prison chapl ain.

MARK ANTRIM Conmm ssioner, Departnent of Corrections, responded
that even were nore stringent screening in place, "there are still
bad people" and bad things could happen. The Departnent supports
the prison chaplaincy program Furthernore, he shared that the
chaplain in question had nore than twenty years of experience and
had been hi ghly recomrended.

Senat or Dyson asked whether the Departnment mght require any

additional statutory authority in regards to the prison chaplain
program
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Comm ssi oner Antrimresponded no.
There being no objection, Arendnent #3 was ADOPTED.

Co-Chair Green noted that Arendnent #4 woul d not be offered as its
contents were enbodi ed i n Anrendment #3.

Anendment #5: This anmendnent deletes the word "and" in the bill's
title on page one line three.

In addition, the bill's title is further anended to read, on page
one, line four, as follows.

Anchorage and the Gty of Seward; relating to the devel opnent
and financing of privately operated correctional ...

Furthernore the anendnent also inserts a new subsection into the
bill on page two, line five as foll ows.

(5) Seward - expansion of the existing Spring Creek
Correctional Center by up to 144 beds.

Senat or B. Stevens noved to adopt Amendnent #5, at the request of
Senator Gary Stevens.

Co-Chair WI ken objected for explanation.
Senator B. Stevens read the anendnent.

Senator Gary Stevens explained that the Gty of Seward' s Spring
Creek Correctional Facility is the nost logical locale for a
maxi mum security facility expansion, as it is currently the only
maxi mum security prison in the State and, as it was designed for
expansion, it would be the nost econom cal choi ce.

Co-Chair Green suggested that the anmendnent be changed to further
reflect the distinction between a public and private correctional
facility.

Co-Chair Wl ken stated that the | anguage in Anendnent #5 shoul d be
rewor ked.

Anendnent -t o- Amendnent #5: This friendly anendnent to the anendnent
changes the originally proposed | anguage as foll ows.

The | anguage "and the Gty of Seward;" is inserted into the bill's
title on page one, line four, followi ng the word "Anchorage".
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In addition, for consistency purposes, the words "City of" is
inserted before the word "Seward" in new subsection (5) being
of fered. This | anguage woul d read as foll ows.

(5) City of Seward - expansion of the existing Spring Creek
Correctional Center by up to 144 beds.

Co-Chair W1l ken noved to anend Anendnent #5.

Senat or O son suggested that consideration be given to including
the Gty of Kotzebue prison facilities in the |egislation.

Co-Chair WI ken asked that Senator O son consider presenting that
i Ssue as a separate anmendnent.

There being no objection, the Amendnent to Anmendment #5 was
ADOPTED.

Co-Chair WIken offered a notion to adopt Amendnent #5, as amended.
There being no objection, Arendnent #5, as anended, was ADOPTED.

Amendnent #6: This anmendnent deletes all naterial in Section 4,
page five, lines 13 through 17 and replaces it with the follow ng
| anguage.

MUNI Cl PAL JAIL FACILTIES. (a) Each of the follow ng projects
is approved to receive $3,000,000 of the proceeds of
certificates of participation authorized under sec. 3 of this
Act, on the condition that the nunicipality, in which the
project is located, provides all funds over this anount needed
for the wupgrade, expansion or replacenment of the jail
facilities.

In addition, |anguage in Section 4, subsection (a)(2) on page five,
line 21 is anmended to read as foll ows.

existing 16-bed facility with a new facility up to 22 beds.

New Text Underlined [ BRACKETED TEXT DELETED

Senator B. Stevens noved to adopt Amendnent #6.
Co-Chair WI ken and Co-Chair G een objected

Senator B. Stevens explained that the effect of this anmendnent
woul d be to increase the amount of the Certificate of Participation
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(COP) fromtwo mllion to three mllion dollars. In addition, he
noted that any expenses above this anount to upgrade, expand or
renovate a facility would be borne by the nunicipality. The effect
of this |anguage would be to renove the State match | anguage.

Senator B. Stevens continued that the anmendnent woul d al so provide
a technical change to qualify that the current 16-bed Kodi ak
Conmunity Jail would be replaced with up to a new 22-bed facility.

Co-Chair Geen stated that the original proposal would have
required a 50-percent State/nunicipality match with a total

projected per facility maxi mumof four mllion dollars. She noted
that upon further review, it was determ ned that construction for
proposed new jail facilities would cost less than four mllion
dollars. Therefore, the |egislation was changed to specify a State
maxi num expenditure of two mllion dollars and a |ocal maximm
expenditure of $1.5 mllion. Wth the understanding that the |oca

municipality would use these funds to construct a new jail, the

State would sign a contract specifying that it woul d be responsible
for the operating costs of the facility on a | ong-term basis.

Co-Chair Green continued that historically when a State/local
participation agreenent is in place, nore participation on part of
the local entity has been required. Therefore, in this situation,
the State, and in particular, the Legislature, has agreed, "to be
nore generous” in its participation commtnent. She stated that the
goal is to nmake local jail facility projects affordable and
i ncorporate |ocal participation.

Co-Chair Green appreciated the local comunity representatives'
comments regarding their wllingness to inprove their |ocal prison
facilities; however, she asserted that the intent of this
| egislation was to have local participation and have the State
assist in providing funding w thout burdening the State. She
advi sed that the funding streans for the |ocal prison enhancenents
woul d be "a different funding stream than normally utilized for
prisons "when entities go to bond" and arrange "for the State to do
the |ease/purchase on the other facilities.”" She warned that
careful consideration nmust be applied to this endeavor as other
comunities mght come forward and ask that the State construct

prison facilities in their comunities wth I|imted |oca
participation. She stressed that while this would be a Conmttee
policy call, the intent would be to not have a State comm t nent

that "we cannot afford.”
Co-Chair W1 ken understood that were the existing |anguage in

effect, the community of D |lingham would be required to provide at
least $1.5 mllion toward construction of a new jail. Wre
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Amrendnent #6 adopted, the State's obligation would be three mllion
dollars and the City of Dillingham would be responsible for any
expense above the three mllion dollar anount.

Co-Chair Green concurred.

Co-Chair W1 ken understood, therefore, that were the project to
cost three mllion dollars or less, the community woul d receive the
facility "au gratis."

Co-Chair Geen affirnmed. In addition, she stated that adoption of
t he amendnent woul d al so require further changes in the conmttee
substitute in that the $4, 000, 000 anount specified in Sec. 3, lines
28 and 30 on page four nust be changed to $6,000,000. She
reiterated that adoption of this amendnent woul d serve to increase
"State exposure.”

Comm ssioner Antrimnoted that he could not comment in regards to
the anmendnent, as it is not in his field of expertise.

Senator G Stevens appreciated Co-Chair G een's comments regarding
the affordability of the project and the |ocal participation issue.
He stressed that the Gty of Kodiak would be willing to provide the
upfront costs of constructing a new 22-bed, $3.5 mllion jail;
however, he voiced that the Gty woul d appreci ate know ng what base
| evel the State would conmit to in regards to the debt service as
the Gty would be obligating to bond the total project and pay any
associ at ed expenses above that specified anmobunt. He noted that the
annual debt paynment is projected to be approxi mately $220, 000 per
year for the duration of the bond. In addition, he stated that
separate, annual operating costs would be associated with the
project. He reminded the Commttee that the City is currently
payi ng approxi mately $3,000 nore, annually, than what the State is
contributing for the current Kodiak jail. In conclusion, he
stressed that, "there is a disinclination for the Gty council" to
invest "that nmuch noney into a State jail."

Senat or Hof fman stated that since consideration is being given to
changi ng the | anguage regarding the capacity of the Kodiak jail to
be "up to 22-beds,"” he would consider proposing that simlar
| anguage be applicable to the Dillinghamjail.

Co-Chair WIken asked that that conponent of the anendnent be
addressed after the portion of the anendnent dealing with the
financial arrangenent is rectified.

Senat or Hof f man suggested that the amendnent be divi ded.
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Co-Chair WIlken noted that a separate amendnent addressing the
Dillinghamjail could be submtted for consideration.

Co-Chair Green asked regarding the process undertaken by the
Departnment of Corrections for projecting operating costs for |ocal
jail facilities; specifically whether the contracts were devel oped
on a cost per day basis. It would be in the best interest of the
State to keep local facilities viable.

Conmi ssioner Antrimresponded that each |ocal contract is devel oped
on an annual basis, based on a variety of factors for each
community. Wiile the Departnent does have negotiating abilities;
this ability is subject to Legislative appropriation. He al so noted
that, "any increases awarded to this program over the years has
been done so proportionately” to the original level, and that, "in
sone cases, there was not a lot of rational basis for sone of those
figures."

Co-Chair G een asked the Comm ssioner whether other comrunities
m ght cone forward with a request for inclusion, were this |anguage
adopt ed.

Comm ssioner Antrimresponded that this could be possible.

Co-Chair W/l ken declared that were this anmendnent adopted, the
State m ght "have three mllion dollar jails all over State.”

Senator B. Stevens offered a notion to withdraw t he amendnent.

There being no objection, Anmendnent #6 was WTHDRAWN from
consi deration.

Co-Chair Wl ken ordered the bill HELD in Commttee in order to
further consider this and ot her anendnents.

[ NOTE: This bill was addressed |ater in the neeting.]
#sb306
SENATE BILL NO 306

"An Act relating to the practice of naturopathic nedicine;, and
providing for an effective date."

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

Co-Chair WIlken explained that this legislation would update
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current law pertaining to the practice of naturopathic nedicine and
woul d allow naturopaths to conduct mnor surgery and prescribe
controlled substantive nedication. He noted that the bill's
sponsor, Senator Ral ph Seekins, has developed a new conmttee
substitute.

Co-Chair Green noved to adopt Version 23-LS1572\S as the working
docunent .

Co- Chair W/I ken objected for explanation.

BRI AN HOVE, Staff to Senator Ral ph Seekins, the bill's sponsor
apol ogi zed to the Conmmttee for the fact that Senator Seekins, who
has conducted nost of the work on the commttee substitute, has
been del ayed and could not testify on its behalf until later in the
nmeet i ng.

Co-Chair Wl ken ordered the bill SET ASIDE in order to allowtine
for the bill's sponsor to arrive.

[ NOTE: The bill was re-addressed |later in the neeting.]
#sb272
CS FOR SENATE BILL NO 272(L&C)

"An Act relating to certain nonetary advances in which the
deposit or other negotiation of checks to pay the advances is

del ayed until a later date; and providing for an effective
date."
This was the first hearing for this bill in the Senate Finance
Committee.

Co-Chair WIlken noted that this | egislation, which is sponsored by
the Senate Rules Commttee, would require the D vision of Banking,
Securities and Corporations, Departnent of Community and Econom c
Devel opnent "to license and supervise Alaska' s payday |ending
establishnments.” He noted that, "39 states and the District of
Colunmbia specifically regulate this service.” The Version 23-
LS1516\ U conmi ttee substitute is before the Conmttee.

RI CHARD SCHM TZ, Staff to Senator John Cowdery, the Chair of the
Senate Rules Conmittee, stated that this |legislation wuld regul ate
"payday |enders” which is a termused to identify business that
| end | ess than $500 on short-term | oan basis, typically for |ess
than two weeks.
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ED SNI FFEN, Assistant Attorney General, Commercial/Fair Business
Section, Cvil Division (Anchorage), Departnent of Law, testified
via teleconference froman offnet site in Anchorage and noted this

bill would regulate the payday |ender industry by instituting
"fairly significant" licensing requirenents including bonding,
auditing, and regulatory authority. The issue being nost debated in
this bill "deals" with "the fundanental principal of how these

| oans” woul d originate. Payday | enders have operated in Anchorage
"for quite sonme tine" and typically charge $15 in interest per each
$100 | oan anmount. The Version "U' commttee substitute would limt
payday | ending to a nmaxi num of $500 and would allow the | oan to be
rolled over two tinmes as conpared to the $1, 000 maxi nrum and four -
time rollover proposed in the original version of the bill

M. Sniffen explained that a rollover occurs when a loan is not
paid when due and is "rolled over” for another two weeks with an
addi tional $15 per $100 charge levied. A provision in this bil
woul d require a payday | ender to offer a borrower the option of up
to a six-nmonth paynent plan at no additional fee or charge at the
conclusion of a rollover period were a loan unpaid at that tinme. He
expressed that "significant consuner protection” |anguage is
incorporated into the bill to "provide protection that does not
currently exist."

M. Sniffen allowed that such things as a pending |awsuit being
advanced by Al aska Legal Services agai nst payday | enders chal |l enges
"the legality of these transactions under Al aska Usery Statutes,"
has caused confusion regarding this legislation. The Banking,
Securities and Corporations Division "is not as optimstic" as
Al aska Legal Services is about the outcone of that |awsuit. He
stated that, "there is no current indication that these
transactions are currently illegal,” and he rem nded that they have
been available "for quite sone tine."

M. Sniffen commented that while sone groups are furthering the
adoption of the Mddel Act, no other state has adopted it or would
likely be adopting it in this regard, as "it contains fairly
significant restrictions that wuld essentially put these
busi nesses out of business."

M. Sniffen pointed out that this |legislation, when conpared to
regul ations of the 44 states that currently regulate this industry,
woul d be viewed as "one of the nore restrictive" in that it would
i npl enent a nonetary limt and a mni num two-week | endi ng peri od.
In addition, this legislation is the only one that would require
|l enders to provide the aforenentioned paynent plan option to
borrowers.
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M. Sniffen also communicated that there is opposition to the
|l ending fee which would be considered "enornous,” were it
calculated in terns of an annual percentage rate (APR). The $15 fee
for a $100 | oan conbined with the five-dollar origination fee woul d
anount to a 520-APR; a $300 | oan would equate to a 433-APR;, and a
$500 | oan woul d equate to a 416-APR He noted that these figures
woul d not change were a rollover to occur, as both the fee and the
anount of time would be doubled. The | argest fee charged on an
annual basis, he shared, would therefore equate to a maxi mnum of
520- APR. Wi |l e sone states have inplenented a 60-percent interest
rate cap, "nost states do not" have a specified limt and the fee
bei ng charged in Al aska could be considered to be "at the | ow end."

M. Sniffen conveyed that the Division's viewis that, rather than
the $15 fee creating consunmer harm financial managenent is the
i ssue. Extending the length of the |oan from 14-days to 30-days has
been discussed as it would "half the interest rate ...the |enders
m ght have sonme problens with that and it would effectively put
them out of business." He stated that the industry could speak to
t hat concern

M. Sniffen discounted conparisons of the payday | ender industry to
the credit card industry, as, he contended, they are conpletely
different kinds of Iloans. In summary, this |legislation was
carefully devel oped after weighing the input from the industry,
consuner groups, and other interested parties. In conclusion, he
stated that the Departnent supports the |egislation.

Senator Bunde asked regarding the bill's business |icense
requi renents; specifically how the Ilicensing fee would be
det er m ned.

M. Sniffen understood that the licensing fee could total a maxi num
of $2,000. The D vision of Banking, Security and Corporations woul d
determ ne the anount.

Senat or Bunde asked that the fee structure be further expl ai ned.

MARK  DAVI S, Director, D vision of Banki ng, Securities &
Cor porations, Department of Community and Econom c Devel opnent,
testified via teleconference froman offnet site in Anchorage and
expl ai ned that a bi annual, nmaxi num $1, 000 per year fee, or a total
two-year fee of $2,000, could be levied as depicted in Section 3,
Sec. 06.50.080, page five, lines 12 through 16 of the bill

Senat or Bunde asked whether these fees would offset the actual
costs associ ated with managi ng the program
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M. M Davis responded that these fees "woul d capture approxi mately
80-percent” of the Departnent's associated |icensing expenses. He
noted that the Departnent was concerned that these businesses woul d
not pay a higher fee during the initial inplenentation of this
| egi sl ati on.

Senator Bunde, noting that there are not an exorbitant nunber of
payday | enders operating in the State, asked whet her the Departnent
could enforce the fee or force the business to close.
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M. M Davis continued that this legislation would serve to
characterize these businesses as financial institutions and as
such, once they were licensed, their |icense nust be maintai ned. As
such, the powers of the State's banking codes would be in effect
and the State "could prevent themfrom being in operation.”

Senat or Bunde asked, therefore, the reason that the fees coul d not
recoup the overall expense associated with the program

M. M Davis expressed that were the fee higher than a $2,000
bi annual fee, it would serve to discourage the industry from
applying for a license. This would prevent the State fromgetting
"a handle on this ...conpletely unregul ated industry".

Senat or Bunde voi ced that while he supports this legislation as it
woul d regul ate the industry, the State should not subsidize 20-
percent of the cost of its |icensing program

Senat or Bunde suggested that an anmendnent be devel oped to address
this concern. OQher licensing fees, such as those charged to
barbers and hair dressers, fully conpensate the State for the cost
of their licensing prograns.

Co-Chair WI ken asked that Senator Bunde work with the Division to
address this concern.

Senator Bunde stated that rather than serving to l|legalize an
illegal industry as sone people "have been nmislead" to believe,
this legislation would establish a |icensing programfor a |egal,
but un-regulated industry that has been operating in the State for
a significant amount of tinme. Furthernore, while the bill would
regul ate the industry, it would not pronote it, would not establish
a new i ndustry, and does not "do anything to prohibit people from
maki ng poor financial judgnent.”
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DEBORAH FI NK, Representative, Cash Al aska, provided the Cormittee
with a chart titled "Conparison of CSSB272 to Current Law' [copy on
file] that conpares the provisions of the proposed legislation to
current industry practices. Agreeing that m sinformation about the
i ndustry does exist she affirmed Senator Bunde's remarks that this
| egi slation would serve to regulate the industry rather than to
| egalize the |oans. Approximately twenty payday |enders in the
Muni ci pality of Anchorage area operate under the Small Loan Act
Exenption, which was established in the State in 1955. This
Exenption originally specified that a maxi mum of $100 could be
| oaned. The intent of the Act was to exenpt these |oans "from any
kind of interest” or termlimt because the Legislature at the
time, realized that these | oans were expensive to provide due to
the fact that they involved "a high risk population.” In 1980, as
the result of an Attorney General challenge, a Superior Court judge
ruled that the original "Legislative intent of exenpting those
loans fromlimts and interest was exactly what they neant to do."
Shortly after that ruling, the Legislature increased the maxi num
|l oan anpbunt to $200, and in 1993, "after a great deal of
di scussi on", the anpbunt was increased to $500.

Ms. Fink expressed that, while the industry has been "happily"
operating for nunmerous years w thout regulation, due to the fact

that it is a very popular and busy business, "it is probably tine"
that regul ati ons be enacted. She characterized the | oans as being
"real sinple and real snmall" loans that range from $100 to the

average of $300. They are designed to be paid off within two weeks.
Were this |egislation enacted, a $300 | oan woul d cost an i ndi vi dual
a total of $350, including the five-dollar origination fee, which
woul d be a one-tine fee that would be calculated "as part of the
interest”. She further clarified that the five-dollar origination
fee would not be re-charged were the loan to roller over. This and
sone other incorrect information are included in a letter from AARP
[ copy not provided] that was submtted in regards to this bill

Ms. Fink stated that this legislation would serve to regulate a
conpletely un-regulated industry; would align the maxi mum | oan
amount of $500 with that currently in effect by the Small Loan Act
Exenption; would limt the rollover to two tines rather than the
current unlimted anount; would establish |icensing provisions;
woul d establish a licensing fee; and other provisions. She voiced
support for the bill inits current form

Senat or Bunde asked Ms. Fink her position regarding increasing the
licensing fee to nore than $1, 000 per year.

Ms. Fink stated that in order to provide the service, a license
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woul d be required, and due to the fact that this is a "healthy"
i ndustry, businesses would pay it.

Senat or Hof f man asked whet her requiring both a maxi num nunber of
days for a loan termin addition to the specified mninmum/|loan term
woul d be beneficial.

Ms. Fink responded that only the mninumloan termis specified in
the bill in response to consumer groups' concerns specific to that
aspect.

STEVE CLEARY, Executive Director, Al aska Public Interest Research
G oup (AKPIRG), testified via teleconference froman offnet site,
and stated that the organizati on does not support the bill inits
current form as it wuld serve "to legalize interest rates that
are unfair and predatory to vul nerable consuners.” He referenced
M. Sniffen's remarks relating to problenms wth individuals

financi al managenent and noted that his organization is working
with financial institutions in the State in order to educate and
encourage people to establish savings and bank accounts by
utilizing such things as their Permanent Fund D vidend checks
rather than opting to use payday |oans. Usery Statutes have
historically been established to protect consuners from being
"gouged or |oan sharked,” and he noted that regulations prevent
banks and other financial entities from charging high interest
rates. He argued that the interest rates allowed by this
| egi slation "are not commensurate with other" established financi al
industry rates. The State of Georgia has inplenmented a maxi num 60-
percent APR interest rate on its payday loan industry: simlar
provi sions would be preferred "to just letting the industry run
wild." Noting Ms. Fink's position that the $15 per $100 |oan fee
would be at the limt of where her business could successfully
operate, he rem nded the Conmttee that this is the fee currently
being utilizing. Therefore, the five-dollar origination fee all owed
under the proposed |legislation, would be additional noney.
Financial institutions are required to adhere to the Truth in
Lending Act in that they nust depict their |oans using an APR
basis. Wre one to exam ne payday | enders application paperwork,
the APR listed on them would reflect interest rates in the
t housands of percent. Mst payday | oan consuners need the noney and
thereby are subject to "outrageous interest rates.” Noting that the
payday |oan industry attests that |lower interest rates would put
them out of business, he suggested that a conprom se be reached
that, rather than changing the anmount of noney to be coll ected,
woul d increase, by two weeks, the anobunt of time in which the
consuner could repay the loan. He stated that this would provide
peopl e, such as those who are only paid nonthly, a better chance to
repay the |oan. Therefore, he asked that a 30-day |oan term be
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consi der ed.

M. Ceary stated that while the payday | oan industry is on record
that they could not afford | engthening the payback termthey have
not provided a reason as to why it would be unaffordable. He
recalled Ms. Fink's testinony before the Senate Labor & Conmerce
Commttee in which she stated that nost people cone in for just one
| oan. Therefore, he questioned why a 30-day |oan period woul d be
unaccept abl e.

M. Ceary declared that a loan rollover "is the nost dangerous
part of this," as were a person to rollover a $300 |oan, w thout
payi ng any portion of it off, six times, they could owe as nmuch in
interest as they do in principle.” This, he declared, is when
consuners "really get gouged by these and really get in a cycle of
debt that is bad for our society and is not good for the business”
and could tie up Court tinme. Therefore, in order to provide
protection to these "vul nerable consunmers,” the Conmittee should
consi der reducing the all owabl e nunber of |oan rollovers fromtwo
to one. In summary, he asked that these anendnents be consi dered,
and were they not, the Conmttee should not support the bill

PAT LUBY, Advocacy Director, AARP Al aska, testified in Juneau, and
stated that AARP participated years prior, in the devel opnent of
the Mdel Act |legislation. The problem associated w th payday
| enders is that |oans cannot be paid off increnmentally; they nust
be paid off in entirety. Wile people are allowed to make parti al
paynments on their credit card bal ances, payday |enders require the
entire anmount to be paid or the entire bal ance nust be rolled over.
The original bill would have established a higher payday | oan
anmount of $1,000 and four rollovers. He agreed with Senator Bunde's
and others' coments that "this is an industry that ought to be
regul ated,” as many people are at risk. He allowed that the people
who use payday | enders mght not be the State's nost sophisticated
citizens; they are people who need noney in a hurry; and who m ght,
two weeks |ater, continue to be in financial trouble and would be
required to roll the |loan over. He pointed out that were the two-
time rollover language in this |legislation adopted there is nothing
that would prevent an individual from going to another payday
| ender and borrowing from them He noted that the State of
Arizona's regul ations require a payday | ender to determ ne whet her
a consuner already has outstandi ng payday | oans by sinply calling a
conpany cal l ed Tel echeck. He stated that credit card conpanies are
profitable while operating at an 18-APR;, therefore, he questioned
the reason that payday |enders nmust have a 400-percent profit in
order to be successful.

M. Luby characterized this legislation as an industry bill, and
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stated that the fact that the industry is requesting regulation
should raise a "red flag."

M. Luby referenced the Division of Banking, Securities and
Corporation's fiscal note that projects that the nunber of payday
| enders is expected to substantially increase. As a result, two new
staffing positions would be required in order to license and
investigate the industry. He argued however, that this |egislation
would create "a regulatory environnment" that would discourage
rat her than encourage new operators. This would serve to assist the
busi nesses that currently support the regulation of the industry.
Were the nunber of payday |enders to not increase as projected,
insufficient funds would be collected to offset the cost of
operating the program Therefore, rather than assisting the
consuner, this legislation would serve to enhance the position of
t he busi nesses supporting this bill

M. Luby stressed that AARP agrees that this is an industry that
must be regul ated. AARP attorneys are participating in the pending
Al aska Legal Services lawsuit, and he voiced optimsmthat the suit
could be won. The Judge hearing that case has already indicated
that he would wait to see what the Legislature would do, as were
this legislation enacted, no lawsuit would ensue. He asked that
action on this bill be delayed until after the Court proceedi ngs
conclude. He stated that, at that tine, were the Legislature to
determ ne that further regul ati ons shoul d be devel oped, AARP woul d
be willing to participate in the endeavor to assure that consuners
are adequately protected.

ANGELA LI STON, Representative, Alaska Catholic Conference,
testified via teleconference from an offnet site and supported
Senat or Bunde's conments that this is an industry that nust be
regul at ed. However, she spoke against the | evel of fees proposed in
the legislation "on behal f of the working poor who find thensel ves
desperate for cash" in order to pay for such things as rent, car
repairs, and unforeseen nedical needs. She strongly supported
AKPI RG s suggestion that this legislation be anended to allow a
m ni mum 30-day |loan termas it mght allow a person to repay a | oan
Wi thout being required to roll the loan over. This mght help to
prevent the increasing burden of chronic debt. She urged the
Commttee to enphasize with the working poor and realize that
regul ation of this industry would be "a huge step in pronoting the
comon good." Allowing these interest rates to continue "is an
expl oitation of the working poor."

JIM DAVIS, Representative, Al aska Legal Services Corporation,

testified via teleconference froman offnet site and expressed t hat
"Al aska Legal Services represents |ow income Alaskans in various
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civil matters including consuner |aw matters." He addressed siXx
i ssues including the pending |lawsuit that Al aska Legal Services has
filed in Anchorage on behalf of a client that is based on the
prem se that a business nust operate under the State's Usery
Statutes unless explicitly exenpted from the Statute. Because
payday | enders are not exenpt, they are in violation of the Usery
Statute | aw. The Superior Judge hearing this case understands that
the industry advanced this legislation in an attenpt to halt the
| awsuit. Therefore, the Judge ruled that he "would not rule on the
legality of the lawsuit until after the Legi sl ature adjourned” due
to concern that, were the Court to rule that payday |enders were in
violation of the law, the ruling would be nobot as it would be
argued that the Legislature changed the law in this regard.
Therefore, the lawsuit is on hold pending this legislation. In
addition, this legislation was not brought forward until after the
| awsuit was fil ed.

M. J. Davis submtted that this is not good legislation, as it
woul d allow | ow i ncone Al askans to carry |l oans carrying interest
rates rangi ng between 400 and 1000 percent. The claimthat this is
a consumner protection bill is questionable, as these high interest
rates could be argued as otherwise. "It is a very strange world"
when a consuner protection bill legalizes high interest rates such
as these. This is in effect "loan sharking." He recalled M.
Sniffen's comments that specified that "because payday | enders are
maki ng these loans, its legal." He argued that on many occasions in
this State, that has not been the case. He recalled that in the
1980s many | enders provided |oans by placing liens on people's
permanent fund dividend checks. He stated that this was "a
di sgui sed transaction charging ridicul ous rates of interest against
Al askans and of which was stopped after the Courts ruled it as
being illegal.

M. J. Davis further alleged that due to "the fact that M.
Sniffen's departnent is understaffed,” it has not been able to
present this business practice to the Court System This scenari o,
he continued, only proves that M. Sniffen's departnent is
understaffed and not that this practice is legal. Absent the
introduction of this legislation, the Superior Court would have
already ruled it as being illegal.

M. J. Davis commented that it has been argued that the nonitoring
provisions of this legislation would "fix the problem™ The pendi ng

| awsuit is a testanent that the provisions of the bill would not
work, as the case involves a woman who took out one $500 payday
| oan, could not pay it back, and had to roll it over nunerous

times. As a result, her loan went into default; she was sued by the
| ender, and subsequently lost her case in Court. He stated that
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this scenario regularly occurs.

M. J. Davis cited a North Carolina banking entity as stating that
"consuners generally take these loans out to satisfy sudden
financial needs, find thenselves unable to neet their budgetary
needs on their next payday, take additional |oans, and get caught
up on a never-ending cycle of high fees and interest." He noted
that an Illinois study indicated that 77-percent of consunmers who
took these | oans repeatedly fell into the rollover scenario and got
deeper in debt.

M. J. Davis stated that this legislation would not fix these
problens and that limting the nunber of |oans would only encourage
a borrower to go to another payday |ender. No mechanismis in place
t hrough which, either a payday |ender or the D vision of Banking,
Securities and Corporations would be able to determ ne how many
| oans a person has taken out. He declared that the question is
whet her the State would desire to approve |Ioans with high interest
rates and all ow people to get deeper in debt.

M. J. Davis pointed out that the bill does not contain any APR
di scl osure provi sions, which are required when soneone signs up for
a credit card or bank | oan. He opined that there are better options

out there and that a better bill could be devel oped were consuner
advocacy groups such as AARP involved in the process.
M. Schmtz spoke, on behalf of the bill's sponsor, in support of

| egi slation. During his research on this subject, he becane aware
that there is a difference between interest rates and fees. He
stated that were one to wite an insufficient fund check on their
bank account, the bank would typically assess up to a $25 fee. He
decl ared that perhaps an ei ghteen-dollar fee would be reasonabl e,
as nost people who borrow are fairly responsi ble and are one-tine
users. This is contrary to testinony that npbst consuners are in
roll over scenarios. He also stated that consumer protection is
provided by the rollover Iimt and paynent plan option provided in
the bill.

Senat or Bunde w shed that he "coul d propose an anendnent that woul d
prohi bit Al askans from maki ng poor financial decisions." He stated
that this bill would not require A askans to utilize this service.
The service is driven by demand. He concluded that this industry
has provided a service for sonme tine, and were it not regul ated, he
assuned that an underground busi ness m ght occur.

TI M KELLY, Former Senator, Lobbyist for Cash Al aska, infornmed the
Commttee that the Alaska Legal Services testinony nmisstated a
poi nt of fact as, he continued, the bill contains three nmechanisns
t hough which a consuner could be notified regarding the APR a sign
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nmust be placed in the business wwndowin this regard; there is an
ARP di sclainmer on the paperwork that the consuner signs; and a
federal APR disclosure requirenment nandates that this information
nmust be provided to the consuner.

Co-Chair Wl ken ordered the Bill HELD in Conmmittee.
#sb65

SENATE BI LL NO. 65

"An Act authorizing the Departnment of Corrections to enter
into agreements with nmunicipalities for new or expanded public
correctional facilities in the Fairbanks North Star Borough,
t he Mat anuska- Susi t na Borough, Bethel, and the Municipality of
Anchor age. "

[ Note: SB 65 was heard two tines previously in this nmeeting.]

Co-Chair Green reminded the Conmttee that, earlier in the neeting,
an anendnent had been offered but w thdrawn from consi deration that

woul d change the bill's | anguage regarding the State's and | ocal
entity's financial commtnent regarding the construction of new
jail facilities in Kodiak and Dillingham

Co-Chair Wlken <clarified that the referenced anendnent is
Amendnent #6.

Amendnent #6: This anendnent deletes all material on page five,
Section 4, lines 13 through 17 and replaces it with the foll ow ng
| anguage.

MUNI Cl PAL JAIL FACILTIES. (a) Each of the foll ow ng projects
is approved to receive $3,000,000 of the proceeds of
certificates of participation authorized under sec. 3 of this
Act, on the condition that the nunicipality, in which the
project is located, provides all funds over this anount needed
for the wupgrade, expansion or replacenent of the jail
facilities.

In addition, |anguage in Section 4, subsection (a)(2) on page five,
line 21 is anended to read as foll ows.

existing 16-bed facility with a new facility up to 22 beds.

New Text Underlined [ BRACKETED TEXT DELETED|

TOM BQUTIN, Deputy Comm ssioner, Departnent of Revenue and
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Spokesman, State Bond Committee, comrented that that he had never
"seen State debt issued with a kicker from any entity" be it a
municipality or any other. The fact that a nunicipality would be
contributing sonething akin to "a credit enhancenment or noney for a
State project” would not be a matter of consideration to the State
Bond Commttee or the Departnment of Revenue, as he understood that
all of these projects would constitute a State | ease debt.

Co-Chair Geen interjected that rather than this anmendnent
pertaining to State | ease/ purchase debt, it would apply strictly to
the operating expenses associated with the Kodiak and Dillingham
jails.

Co-Chair W1 ken understood that the anendnent would pertain to
construction costs of the facilities as opposed to the operating
costs.

Co-Chair Green understood "that the paynent the State nakes is for
operating costs."

M. Boutin responded that the entirety of the projects specified in
the Version "C' conmittee substitute would qualify for State | ease
debt and therefore would be rated on the State's credit. "Wether a
| eased project is a capital |ease or an operating | ease relies upon
financial accounting standards for Rule 13." Therefore, he
considered all the projects as State | ease debt and that sone of
the projects have "a credit enhancenent of a municipality kicking
in sone noney." He reiterated that he had never seen this done,
"anywhere in the nation" or the State of Al aska. This does not nean
that it "is a bad thing," but he opined that attorneys would be
required "to craft" the |anguage, as, were a nunicipality to use
their general obligation ability to fund their portion of the
noney, the project would be considered "part of the security for
the debt and there "would have to be a clear segnentation so that
the general obligation of the nunicipality didn't run to the part
of the project that the nmunicipality was funding."

Co-Chair WIken voiced that, under the bill's current |anguage, the
State woul d provide, upfront, a two mllion dollar capital grant

with an expectation of a $1.5 mllion grant being forthcom ng from
the nmunicipality. Anendnent #6 woul d change the | anguage to provide
three mllion dollars in State funding with no expectation of | ocal

mat ch fundi ng.

Senator B. Stevens stated that the anendnent would establish a
three million dollar ceiling on the State's participation in the
municipality's construction of a local jail, and that any cost
above that woul d becone the responsibility of the nunicipality. He
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pointed out that in Section 3, subsection (a) of the bill, page
five, lines one and two, the total rental obligation of the State
on an annual basis would be limted to $400,000. He stated that
this mght be the issue that Co-Chair Geen is referring to when
"saying that the maxi mumobligation that the State would be on the
line for would be the $400,000 and the nunicipality would be
responsi ble for the rei nbursenent for the debt retirenment of three
mllion."

M. Boutin replied that currently there is no financial structure
| i ke that available. Continuing, he re-enphasized that this would
be recogni zed as State | ease debt, which is rated on the State's
credit. He stated "the State's credit would be the principle
enhancenent, but he reiterated that "the project itself is always
part of the credit"” in order to provide the bond holders wth the
ability, "in the event of a non-appropriation,”™ to take over a
portion of the project.

Senator B. Stevens recalled that the question regarding the rewite
of the original |anguage is whether Arendnent #6 would require the
nonetary amount to be increased to $6, 000,000 in Section 3 on page
four, line 27 and the $4, 000, 0000 anopunt on line 30 of that sane
section to be increased to $8, 000, 000.

Co-Chair Green concurred.
M. Boutin replied that it would require a |inear change.

Senator B. Stevens understood therefore that were $3,000, 0000
speci fied for each of the Kodiak and Dl lingham projects, the total
amount required would be $6,000,000. The total cost of the
financial comm tnent would not exceed $8, 000, 000.

M. Boutin shared that one of the three financial rating agencies
has expressed that the State should not conmt to a maturity | ease
debt term exceedi ng 15-years.

Senator B. Stevens asked whether the City of Kodiak or the State
woul d repay the bond debt reinbursenent.

Ms. Freed stated that, due to the fact that this is a State jail
operated by the Cty of Kodiak, the premse is that the Cty of
Kodi ak woul d bond for the total construction costs through the
City's general obligation bonding capacity with the understanding
that the State would repay the debt service up to a maxi num of
three mllion dollar total construction costs. She clarified that
the Gty would be responsible for any constructi on expense beyond
the three mllion dollar anount.
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Senator B. Stevens expressed that this clarifies the issue.

Co-Chair Green understood the City of Kodiak's position. However,
she shared that historically when a local entity bonds for a
project, a State |ease/purchase agreenent is in place that
specifies that the city would owmn the building until the debt is
pai d. Continuing, she stated that this arrangenent would differ in
that, while the Gty of Kodiak or D |lingham would secure the bond
and agree to pay anything beyond the State's three mllion dollar
obligation, when the project were paid off, the Gty would own the
facility. She expressed therefore, that there are two funding

mechanisnms in this bill, as, wth the exception of the Kodi ak and
Dillinghamjails, the State would own the facilities.
Co-Chair Geen asked whether the current jail facilities in

D Ilingham and Kodiak are counted against the State's credit
rating.

M. Boutin responded in the negative. He reiterated that, as
witten, all the projects in this bill would be recognized as State
debt, regardl ess of whether or not the | essee owns the facility at
the end of the lease term Continuing, he stated that this could
result in nmeeting one of four criteria in Rule 13 in which the

| essee, not the leasor, "is on the hook." Therefore, he concl uded
that regardl ess of whether the Gty of Kodiak utilizes its GO bonds
to fund the construction of the jail facility, the bill, as

drafted, revolves around State | ease debt.

Co-Chair WI ken understood that this is because of the Certificates
of Participation specified in the bill

M. Boutin responded that this is because the |ease termclearly
neets one of four criteria for financial accounting standards for
Rul e 13.

SFC 04 # 97, Side A 05:37 PM

Co-Chair Green recalled that during a conversation she had with the
Standard & Poor credit rating conpany regardi ng what constituted
State debt, they had asked what the State is doing to house State
prisoners. She infornmed themthat the State is paying to have them
housed in a facility in Arizona. They responded that the
construction of a prison within the State to house those sane
prisoners woul d not be counted agai nst the State bondi ng capacity
because its operating noney that is currently being spent and which

SFC- 04 (46) 04/ 27/ 04



"woul d be spent in the future." Therefore, she suggested that since
the State is currently housing prisoners in Kodiak and Dillingham
that this would constitute "only an addition to the current
facility." She stressed that nore bed space has been identified as
bei ng necessary in Kodiak and, therefore, the State would only be
paying for an increase of six beds at that facility. She asked
therefore whether the "replacenent facility " term is the
determ ning factor in regards to whether the State should sinply be
payi ng for six new beds.

M. Boutin responded that were the State to address this situation
in a manner simlar to that of housing prisoners in Arizona, then
the Certificate of Participation | anguage, |ease |anguage, and bond
proceeds shoul d not be conponents of the bill. He stated that were
the Gty of Kodiak to utilize GO bonding to build a facility that
woul d be open to housing any entities' prisoners, then, he would
agree that it would not be considered State debt.

Co-Chair WIken asked the relationship of this discussion to
Amendnent #6.

Senator B. Stevens responded that the issue being discussed is
"enbodied in the bill itself;" whereas the amendnent woul d sinply
serve to change nunbers in the bill. He explained that the adoption
of Amendnent # 2 served to increase the anobunt of the proceeds of
the certificates of participation. This would agai n be anmended by
t he adoption of Anendnent #6. However, M. Boutin's testinony has
served to address issues enbodied in the body of the bill rather
than relating to Amendnent #6.

Co-Chair WI ken understood that Anendnent #6 would allow the State
to issue certificates of participation to build an under-three
mllion dollar jail anywhere in the State were one desired by the
municipality, with no |ocal contribution requirenment. Continuing,
he stated that the Version "C' commttee substitute states that the
State woul d assist a nunicipality to build a $3.5 nmillion facility
of which the local nunicipality responsibility would be $1.5
mllion.

Co-Chair WIlken concluded therefore, that were anendment #6
adopted, there would be $3 mnmllion jails being constructed
everywhere in the State.

Senat or B. Stevens responded that the Amendnent raises a question
in regards to Section 3, page five, lines two and three, which
specifies a $6,000,000 limt on the total COP paynent. He therefore
understood that the |anguage in Amendnent #6 would require an
additional change in that regard as the $6 mllion dollar anobunt
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woul d only provide funding for the Kodiak and DI lingham projects.

Co-Chair Geen agreed that the $6 mllion anmount should be
increased to allow that any other municipality wishing to pursue a
new jail facility be provided for, as she declared, were no | ocal
mat ch participation required, this would be very "attractive" to
many comruniti es.

Senat or Hof fman countered that the bill's |anguage specifically
identifies to which conmunities the proposal would apply.

Senator Hoffman requested that consideration be provided to
dividing one portion of the Amendnent into two parts: one to
address |language in Section 4 Subsection (1) and the other to
address Section (4) Subsection (2) as affected by Amendnent #6.

Co-Chair Green argued that the costs associated with these jails
has not been calculated on an "up to" a certain nunber of beds
basis, but rather that the costs were calculated to specifically
reflect the costs associated with a 22-bed Kodiak facility and a
25-bed Dillingham facility. Therefore, she stated that she would
concur were the intent to express the entirety of the expenses in a
per bed manner.

Senat or Hof f man pointed out that were the anendnent adopted, the
details relating to the Kodiak and Dillingham jails would not be
consi stent as one would specify "up to" a certain nunber of beds
and the other would not.

Co-Chair W I ken ordered Anendnent #6 to be divided i nto Anendnent
6A and 6B.

Amendnent #6A:. This anmendnent deletes all material on page five,
Section 4, lines 13 through 17 and replaces it with the foll ow ng
| anguage.

MUNI Cl PAL JAIL FACILTIES. (a) Each of the foll ow ng projects
is approved to receive $3,000,000 of the proceeds of
certificates of participation authorized under sec. 3 of this
Act, on the condition that the nunicipality, in which the
project is |located, provides all funds over this anount needed
for the wupgrade, expansion or replacenent of the jail
facilities.

Co-Chair WI ken asked whether this anendnent could result in there

being three mllion dollar jails constructed all around the State
in the years to cone.
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Comm ssioner Antrimvoiced that this is "a valid concern” in that
the State would be financing their construction. In addition, he
rem nded that this anmendnent applies to local rather than State
jail facilities.

Co-Chair WIlken stated therefore that the State woul d be required
to pay to have State prisoners held in that |local facility.

Comm ssioner Antrimaffirnmed that the basis of the comunity jail
programis that the State contract with the local entity to hold
State prisoners.

Co-Chair WI ken asked whether the cost per prisoner differs from
comunity to community based on the | ocal econonics.

Comm ssioner Antrimaffirnmed that operating costs are a factor in
t he anount pai d.

Co-Chair Geen inforned "that every other community jail is a city
jail: the State did not build them the State pays operating costs,
and shoul d not have to build non-State owned facilities."

Senator B. Stevens stated that Amendnent #6A would sinply serve to
change the ceiling enbodied in the bill. In response to the
argunment that the State would be building $3 mllion jails all over
the State, it could be argued that the State would be building $3.5
mllion jails all over the State of which $2 million would be paid
for by the State. Therefore, he opined that the anmendnent woul d not
change what is enbodied in the bill with the exception of the
required match and the I evel to which the State would participate.

Co-Chair WIlken remarked that the issue pertains to |ocal
participation.

Co-Chair Geen remnded that the original estimtes for
constructing the Kodiak and Dillingham jails were approximtely
$3.5 million. The State's two million dollar commtnment, which she
decl ared |l owered | ocal participation to less than half of the total
anount, was considered "very, very generous.” Wile it could be
argued that increasing the amount to three mllion dollars would
not be significantly nore, that increase would negate the
requi renent for the local participation. She voiced concern that
this anendnent "keeps this section fromworking."

Senator B. Stevens noved to adopt Amendnent #6A.

Co- Chair Green objected.
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Aroll call was taken on the notion.
I N FAVOR. Senator B. Stevens

OPPCSED: Senator Dyson, Senator Hoffnman, Senator O son, Senator
Bunde, Co-Chair G een, and Co-Chair WI ken

The notion FAILED (1-6)
Amendnent #6A FAILED to be adopt ed.

Amendnent #6B: This anendnent anmends |anguage in Section 4,
subsection (a)(2) on page five, line 21 to read as fol |l ows.

existing 16-bed facility with a new facility up to 22 beds.

New Text Underlined [ BRACKETED TEXT DELETED

Senator B. Stevens noved to adopt Amendnent #6B.
Co-Chair WIken and Co-Chair G een objected.

Co-Chair Geen would be willing to work with the Departnent of
Revenue and the various involved comunities to devel op the proper
| anguage pertaining to this section.

Senat or Dyson asked Co-Chair G een to sunmari ze her concern.

Co-Chair Green explained that the calculations pertaining to the
costs of the facilities are based on a total bed count rather than
an up-to bed count scenario. The concern is that were no additiona
beds added when constructing a new Kodiak jail, the State woul d be
required to pay the anbunt stated in the bill that pertains to the
| ar ger nunber.

Conmmi ssioner Antrimaffirned that the nunbers denoted in the bil
are preci se nunbers.

Amendnent to Anendnent #6B: This anmendnent to the anmendnent adds
the words "up to" before "25-bed facility" in Section 4, Subsection
(a) (1) on page five, line 19 that pertains to the Miunicipality of
DiI'li ngham

Senat or Hof f man noved to adopt the anendnent-to-the-anmendnent.

Co- Chair W/ ken obj ect ed.

Senator B. Stevens pointed out that |anguage in Section 1, page
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two, lines three through 30 is consistent with the |anguage
proposed in the anmendnent to the anendnent.

Aroll call was taken on the notion.
I N FAVOR: Senator B. Stevens, Senator Bunde

OPPCSED: Senat or Hof fman, Co-Chair G een, Senator Dyson, and Co-
Chair W ken

ABSENT: Senator d son
The notion FAILED (2-4-1)

The notion to adopt the Amendnent-to-Arendnent #6B FAILED to be
adopt ed.

AT EASE: 6:00 PM/ 6:01 PM

Due to Committee confusion regarding the subject of the previous
roll call vote, Co-Chair Geen noved to rescind the Commttee
action.

There being no objection, Cormittee action on the Anmendnent-to-
Amendnent #6B was RESCI NDED.

Senat or Hof f man noved to adopt the Amendnent-to- Anendnent #6B.
Co- Chair WI ken obj ect ed.

Aroll call was taken on the notion.

I N FAVOR: Senator B. Stevens, Senator Hoffrman, and Senator O son

OPPOSED: Senat or Bunde, Senator Dyson, Co-Chair Geen, and Co-Chair
W ken

The notion FAILED (3-4)

The action to adopt Anendnent-to- Amrendnment #6B FAI LED
Amendnent #6B was again before the Commttee.

Co-Chair WI ken nmaintained his objection to Arendnent #6B.
Aroll call was taken on the notion.

I N FAVOR: Senator B. Stevens and Senat or Bunde
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OPPCSED: Senat or Hof f man, Senat or Dyson, Co-Chair G een, and Co-
Chair W/ ken

ABSENT: Senator O son

The notion FAILED (2-4-1)

Amendnent #6B FAI LED to be adopt ed.

Co-Chair W/l ken ordered the bill HELD in Commi ttee.
#sb306

SENATE BI LL NO. 306
"An Act relating to the practice of naturopathic nedicine; and
providing for an effective date."”

[ NOTE: This bill was heard earlier in the neeting.]

Co-Chair WIlken stated that this bill would change Statutes
pertaining to naturopathic nedicine. He noted that a commttee
substitute, Version 23-LS1572\S, has been presented for discussion.

SENATOR RALPH SEEKINS, the bill's sponsor, explained that changes
in the Version "S" conmttee substitute include: elimnating the
tenporary license |anguage in the bill which would, in effect,
require a naturopath to be fully licensed in the State before they
could begin practicing; clarifying the authorized activities that
could be conducted by a naturopath; and, providing that the
naturopath has registered with the Federal Drug Enforcenent
Adm ni stration (FDEA), has successfully conpleted pharnacol ogy
training at an approved naturopathic college, and "has entered into
a collaborative agreenent” with a person or persons licensed to
practice nedicine under applicable Al aska Statutes, they could
prescribe controlled substance nedication. He stated that
provi sions allowi ng mnor surgery have not been altered nor were
any provisions altered that would allow a person to conduct any
ot her diagnostic testing beyond what they are currently |icensed to
do. Expl anatory prescription drug |anguage has also been
i ncor por at ed.

Senat or Seekins stated that Statute |anguage and the details
requi red of the collaborative naturopath/physician agreenent are
referenced in Section 10, Sec. 08.45.125 on page six, beginning on
line 19 of the bill and continue through |line 21, page seven. He
read Section 10 to the Commttee.
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Senat or Seekins stated that Section 10 addresses physicians'
concerns regarding the prescribing of drugs and patient care.

Senat or Bunde asked the particulars of mnor surgery that could be
performed by a naturopath.

Senat or Seeki ns expressed that |anguage in Section 10, Sec. 08.45
120, subsection (6), page six, lines one through three, addresses
m nor surgery. He described mnor surgery as treatnent of such
t hi ngs as abrasions, and that the naturopath nust have undergone
training in their educational process and provide proof of such to
the Division of Cccupational Licensing, Departnent of Conmunity and
Econom ¢ Devel opnent. Therefore, he commented that the Division
woul d be responsi ble for determ ning what | evel of surgery could be
per f or med.

Senat or Bunde responded that a nedical board m ght be required to
review a naturopath's qualification level. He asked whether a
nat uropath woul d be able to adm ni ster sutures.

Senat or Seekins stated that a naturopath would be able to perform
m nor surgery limted to one or two sutures.

SCOIT LUPER, Doctor, testified via teleconference from an offnet
site in Fairbanks and inforned the Commttee that the State woul d
all ow Naturopathic physicians (NP) to practice provided they
graduate from a naturopathic college and pass a national Board
exam nation that tests their ability to perform m nor surgery.

Senator Bunde acknow edged; however, opined that because
nat uropaths are not required to participate in an intern program
such as that required of nedical physicians, their nedical training
does not equate to that required of nedical doctors.

Senat or Bunde asked whet her the col |l aborative agreenent that would
be required between a naturopath and a nedical doctor is a one-to-
one arrangenent or whether, for exanple a retired nedical doctor
m ght participate in such an agreenent with a dozen or nore
nat ur opat hs.

Senat or Seekins stated that the bill's | anguage specifies that a
col | aborating doctor nust be an actively practicing, State |icensed
doct or.

Senat or O son understood therefore that a physician could have a
col | aborative agreenent wth nore than one naturopath.
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Senat or Seekins affirned.

Co-Chair Green asked whether a fiscal note would be required to
address |l anguage in Section 9, subsection (c) on page four, line 26
that states that, while the three-nenber naturopathic peer review
conmttee woul d serve w thout conpensation, they would be "entitled
to travel and per diem expenses authorized for boards and
commi ssions. "

Co-Chair WI ken asked whether this is new | anguage.

Senat or Seekins understood that this is existing | anguage.

Senator O son expressed that both subsections (b)(2) and the
entirety of subsection (c) in Section 9, on page four, were new

| anguage.

Senat or Seekins concurred that this m ght be correct. The origina

intent of the bill was to be revenue neutral. However, the
Depart ment suggested that an anendnent be entertained to delete
| anguage i n subsection (c), page four, line 28, that specifies that

the three-nenber naturopathic peer review conmttee should neet
quarterly as the Departnent has determ ned that, considering the
| ow nunber of conplaints, neeting quarterly would not be required
at this point in tinme. The Conm ssioner of the Departnment feels
that the cost of the Board would be mninmal as their meetings could
be conducted via tel econference.

Co-Chair WI ken, understanding that the majority of Section 9 is
new | anguage, asked what the Section woul d do.

Senat or O son asked for clarification which | anguage the Depart nment
woul d I'i ke to have anmended.

Senator Seekins clarified that the Departnent suggests that the
word "quarterly” be renoved from subsection "c" so that the
| anguage woul d read "The commttee shall neet to review conplaints

filed with the division under this chapter.” rather than the
current |anguage "The conmittee shall neet quarterly to review
conplaints filed with the division under this chapter.” This

change, he stated, would alleviate the need for a fiscal note as
t he three-nenber naturopathic peer review commttee could conduct
meetings via tel econference.

Co-Chair WI ken suggested that | anguage on lines 26 through Iine 28
of that Section should also be elimnated as it pertains to the
travel and per diem expense authorization. He stated that, over
time, were nore neetings required, this |anguage could be
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revisited.

Senat or Seeki ns suggested that | anguage on line 26 that specifies
that they would serve on the commttee w thout conpensation shoul d
remain in the bill. However, he agreed that the travel and per diem
| anguage coul d be elimnated. The | anguage on |ines 26 through 29
reads as follows.

..The comm ttee nenbers serve w thout conpensation for their
work on the commttee but are entitled to the travel and per
di em expenses aut horized for boards and comm ssioners Under AS
39.20.180. The conmittee shall neet quarterly to review
conplaints filed with the division under this chapter...

Co-Chair G een noved to adopt Version "S' as the working docunent.

There being no objection, the Version "S' commttee substitute was
ADOPTED as the worki ng docunent.

Senat or Seekins stated that subsection "c" was nodified in Version
"S" at the request of the Director of the Division of Licensing.

Amendnent # 2: This amendnent deletes the follow ng | anguage in
Section 9, subsection (c) beginning on line 27 and continuing
t hrough |ine 28.

... but are entitled to the travel and per diem expenses
aut hori zed for boards and comm ssi oners Under AS 39.20. 180.

In addition, the anmendnent deletes the word "quarterly” follow ng
the word "neet" in Section 9, subsection (c) on line 28. The
anended | anguage reads as foll ows.

The conmttee shall neet to review conplaints filed with the
di vi sion under this chapter.

Co-Chair WIken noved to adopt Amendnent #2.

Co-Chair Green asked whether this |anguage is atypical to other
committee | anguage.

Senat or Seekins affirmed that this | anguage is applicable to nost
comm ttee | anguage.

Senat or O son concurred.

Co-Chair WI ken voi ced concern that, were this | anguage retai ned, a
fiscal note woul d be required.
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Senat or Seeki ns voi ced acceptance to the renoval of the | anguage as

proposed in the anmendnent. The adoption of this bill would be
wel conre to the naturopath community and this |anguage would be
acceptable were it to further the bill"'s progress.

Senator O son voiced concern that a tel ephonic neeting, rather than
a face-to-face neeting, mght not be the appropriate manner in
which to best serve the naturopathic defendant were a conpl aint
filed. He would desire a face-to-face neeting in order to observe
"the body | anguage"” of both the defendant and the w tnesses.

Co-Chair WIlken noted that forthcom ng anendnment #3 m ght address
Senator d son's concerns.

Co-Chair WIken stated that the adoption of Anendnent #2 would
allow this bill to nove forward without requiring a fiscal note to
be devel oped.

There being no objection, Arendnent #2 was ADOPTED.

Conceptual Amendnment #3: This conceptual anendnment would all ow the
bill's drafter to insert |language in the bill that would address
Conmi ttee concerns regarding allowi ng the peer review group to neet
via two-way conference or tel econference.

Co-Chair Green noved to adopt Conceptual Amendnent #3.

Co-Chair Green stated that the desire of this anmendnent would be to
allow the Commttee to best operate utilizing teleconferencing
technol ogy assisted with transmttal of information via facsimle.

Senator O son continued to voice concern that a face-to-face
nmeeti ng woul d be nore desired.

Senat or Seekins interjected that this anmendnent concerns a peer
review commttee and that the naturopath defendant could, as
detailed in Section 9, subsection (c), page five, lines two and
three, either accept the recommendati ons of the peer commttee or
request a hearing before the division, which he stated, "would be a
nore formal procedure at that tine."

Doctor Luper recalled that Rick Urion, the Director of the D vision
of Qccupational Licensing, had communicated that were a conpl ai nt
filed, he would contact the peer commttee nenbers and "di scuss the
nerits of the conplaint”...and were the conplaint to have nerits,
the Division would investigate it and conduct a hearing, via the
Depart ments establ i shed net hod.

SFC- 04 (56) 04/ 27/ 04



SFC 04 # 97, Side B 06:25 PM

Doctor Luper continued therefore, that the participation of the
nat uropat hic physician peer commttee would be to assist "in
weedi ng out the various conplaints.”

Senator (O son asked how disciplinary action regarding a
nat uropathic |icense would occur.

Doctor Luper stated that the D vision of "QOccupational Licensing
woul d be the final arbitrator on that.” He stated that the role of
the peer commttee would be advisory in regards to the substance of
t he conpl ai nt.

There bei ng no objection, Conceptual Amendnent #3 was ADOPTED.

Senat or Bunde voiced disconfort with the possibility that one
doctor could have a collaborative agreenent with nore than one
nat uropath. He asked how a doctor's oversight of a physician's
assi stant (PA) is conducted.

Senator Seekins responded that he researched collaborative
agreenents on a national basis. PA collaborative agreenents have
"substantially less" requirenents than the one proposed in this
bill for Naturopaths. He also noted that no oversi ght agreenents
are required for Nurse Practitioners, "who have wunlimted
prescriptive authority and have no supervision and have about the
sanme anmount of pharnmacol ogy trai ning as naturopaths do." The intent
of the collaborative agreenent in this bill is that a naturopath
woul d devel op an agreenent with a physician whom he or she is
confortabl e conmunicating with. Wile no limtation |anguage was
found during his national review, this bill would require a
physi ci an revi ew protocol to be specified, as he allowed that there
m ght be a physician who m ght not be too attentive. Wiile he would
not object to a reasonable |limt being inposed, he believed that a
physician would choose to be near where the naturopath is
practi ci ng.

Co-Chair WI ken, comenting that Senator Bunde has "raised a good
i ssue," asked whether the sponsor would desire the bill held in
Conmittee in order to further address the issue or whether he would
desire to address the issue after the bill transmts from the
Senate to the House of Representatives. Continued halting of the
bill, this late in the Legislative session, mght negate its
passage.
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Senat or Bunde understood that delaying the bill could undermne its
progress; therefore, he stated that he would further research the
i ssue and m ght offer an anmendnent during its Senate floor hearing.

Senat or Seekins voiced willingness to work with Senator Bunde in
this regard.

Co-Chair WIlken noted that, as an alternative to a Senate fl oor
anendnent, a statenment of concern could acconpany the bill to the
House. The resulting action would require Senate concurrence.

Senator Bunde stated that a | evel of confidence in the other body
woul d be required in that instance.

Senat or O son asked regarding |anguage in Section 10, page five,
i ne 25, regardi ng pharmacol ogy training. The federal Food and Drug
Adm ni stration (FDA), rather than the DEA, has the nost authority
over non-schedul ed drugs.

Senat or Seeki ns responded that non-schedul ed/ prescription drugs are
addressed in the collaborative agreenent, in that each drug that
m ght be prescribed nust have an established protocol in the
col | aborati ve agreenent.

Senat or O son understood, therefore, that both FDA and DEA drug
requi renents are addressed under the coll aborative agreenent.

Senat or Seekins affirmed. He noted that Section 10, subsection (4),
on line 21 on page five is applicable to controlled substances and
that prescriptive "or |egend" drugs are addressed in Section 10,
subsection (8) on page six, l|line eight.

Co-Chair Green noved to report the bill, as anended, from Commttee
wi th individual recommendati ons and acconpanyi ng fiscal notes.

There being no objection, CS SB 306(FIN was REPORTED from
Commttee with zero fiscal note, dated April 28, 2004 from the
Departnent of Comrunity and Econom c Devel opnent.

#
ADJ CQURNIVENT

Co-Chair Gary WI ken adjourned the neeting at 06: 33 PM
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