M NUTES
SENATE FI NANCE COWM TTEE
April 30, 2004
9:12 AM

TAPES

SFC-04 # 101, Side A
SFC 04 # 101, Side B
SFC 04 # 102, Side A

CALL TO ORDER

Co-Chair Gary WI ken convened the neeting at approxinmately 9:12 AM
PRESENT

Senat or 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 O son

Al so Attending: SENATOR GARY STEVENS; ANSELM STAAK, Chief

Financial Oficer, Dvision of Retirenent and Benefits, Departnent

of Admnistration; MELANNE MVLLHORN, D rector, D vision of

Retirement and Benefits, Departnent of Administration; TIM
BENI NTENDI, Staff to Representative Carl Mses; PETE KELLY,

Director, CGovernnment Relations, University of Al aska; TOM WRI GHT,

Staff to Representative John Harris; M CHAEL BARNHI LL, Assistant

Attorney Ceneral, Commercial/Fair Business Section, Gvil Division,

Department of Law, JASON HOOLEY, Staff to Senator Dyson; JEFF
OTTESON, Director, Division of Program Devel opnment, Departnent of

Transportation and Public Facilities;

Attending via Tel econference: From offnet |ocations: JANELLE
VANASSE, Yuut Elitnaurviat, Inc. People's Learning Center; ANNETTE
KREI TZER, Chief of Staff, Ofice of the Lieutenant Governor; From
Anchorage: TONY LOVBARDO, Director, Division of Public Assistance,

Department of Health and Social Services; JAY MARLEY, Program
Manager, Fraud Control Unit, Dvision of Public Assistance,

Department of Health and Social Services; JEFF PARKER, Attorney;

SCOTT CLARK, Notary Commi ssion Admnistrator, Ofice of the
Li eut enant CGover nor
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SUMVARY | NFORMATI ON

[ Note: Conputer nalfunction occurred and original notes were
destroyed. M nutes conpiled strictly from audi o recordi ng. ]

SB 232- RETI REMENT: TEACHERS/ JUDGES/ PUB EMPLOYEES

The Conmittee heard from the Departnent of Admnistration. A
commttee substitute was adopted and the bill was reported from
Commi ttee.

HB 123- ALASKA WORKFORCE | NVESTMENT BOARD

The Comm ttee heard fromthe sponsor, the University of Al aska, and
a proposed vocational technical education center. An amendnent was
adopted and the bill was held in Conmttee.

HB 503- TOBACCO MASTER SETTLEMENT AGREEMENT

The Conm ttee heard fromthe sponsor and the Departnent of Law. The
bill was held in Committee.

SB 376- SUBPOCENA PONER: PUB ASS TNCE & PERM FUND

The Conmittee heard fromthe sponsor and the Departnent of Health
and Social Services. The bill was reported from Comm ttee.

SB 371- PONERS/ DUTI ES DOTPF

The Conmttee heard from the sponsor, the Departnent of
Transportation and Public Facilities and an attorney representing
litigants against the Departnent. The bill was reported from
Conmittee.

SB 302- OATHS; NOTARI ES PUBLI C, STATE SEAL

The Conmittee heard fromthe sponsor. Two anendnments were adopted
and the bill was reported from Commttee.

#SB232

CS FOR SENATE BILL NO. 232(STA)

"An Act relating to federal tax requirenments for and other
provisions of the teachers' retirement system the public
enpl oyees' retirenent system and the judicial retirenent
system renoving village public safety officers from the
public enployees' retirenent system requiring the public
enpl oyees' retirenent system to refund contributions under
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$1,000 to inactive enployees; linmting service credit for
village public safety officer service in the public enpl oyees’
retirement system to five years; and providing for an
effective date.”

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

Co-Chair WIlken stated this bill, sponsored by the Senate Rul es
Commttee by request of the Governor, "anends current statutes

pertaining to the State's retirenment systens to conply with IRS
standards. These changes inpact the TRS, PERS and Judici al
retirement systens.”

Co- Chair Green noved for adoption of CS SB 232, 23-GS1009\I, as a
wor ki ng docunent .

Co-Chair WI ken objected for an expl anati on.

ANSELM STAAK, Chief Financial Oficer, Dvision of Retirenent and
Benefits, Departnent of Administration, testified that the primry
difference between the Senate State Affairs Commttee substitute
and the Version "I" commttee substitute pertains to the "specific
wor di ng that have been negotiated with the IRS [federal Interna
Revenue Service]."

M. Staak stated that this bill is the "second installnent” of the
changes required by the IRS in the "plan docunents” of the Public
Enpl oyees Retirenent System (PERS), the Teachers Retirenment System
(TRS), and the Judicial retirement system Because these are
"qualified tax plans" these changes nust contain an appropriate
pl an docunent. The plan docunents for each of these plans is the
governing State statute. Therefore, State statute nmust conply with
the IRS code. This legislation would al so repeal the provisions
adopted in the year 2001 by SB 145 relating to inclusion of Village
Public Safety Oficers (VPSO in the PERS program

M. Staak informed that the State Affairs conmttee substitute
consists of the exact |anguage requested by the IRS, although
differs fromthe formats utilized by the Division of Legal and
Research Services for statute. The conmittee substitute, Version
"I" confornms the |anguage to the I RS code requirenents and al so
neets the standards required for State statute. The I RS approved
the commttee substitute | anguage.

Co-Chair Green referenced Section 8 of Version "I" on page 4, |lines
6 - 26, which anends AS 14.25.075(b)(2) to, in part, insert
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"irrevocable”" in the provision allowing a nenber to purchase
credited services. She asked if "irrevocable” is a termenployed in
| RS rul es.

M. Staak affirmed and reiterated that every change included in
this legislation conforns to IRS code. He furthered that the issue
of irrevocable election to purchase credited service involved siXx
nonths of negotiation between the Division and the IRS. The
Division preferred the exclusion of the "irrevocabl e" stipul ation.

Co- Chair G een asked for an explanation of the stipulation.

M. Staak explained that once the enployee nakes the election to
purchase the credited service, the enployee could not change that
decision. He exanpled that enployees could opt to pay off an
i ndebt edness with pre-taxed inconme; however, once the agreenent is
made, the paynments nust continue, regardl ess of reduced salary or
ot her circunstances. Paynents could stop only upon term nation of
enploynment. This stipulation is required to obtain a "very
favorabl e nethod to pay off an indebtedness.”

Co-Chair Green next cited Section 24, on page 12, lines 17 - 25 of
the conmmttee substitute, which reads as foll ows

Sec. 24. AS 39.35.200(b) is anended to read:

(b) [I'F, UPON TERM NATI ON OF EMPLOYMENT, AN EMPLOYEE HAS
CREDI TED SERVI CE OF LESS THAN FI VE YEARS AND HAS LESS THAN
$1, 000 I N THE EMPLOYEE CONTRI BUTI ON ACCOUNT, A REFUND OF THE
EMPLOYEE CONTRI BUTI ON ACCOUNT MUST BE MADE UNLESS THE EMPLOYEE
| NDI CATES I N WRI TI NG THAT FUTURE RETI REMENT |S | NTENDED AND
CONTRI BUTI ONS SHOULD NOT BE REFUNDED.] An enpl oyee who is
reenpl oyed with an enpl oyer and whose contri butions have not
been refunded before reenploynent is not eligible for a
ref und.

[ DELETED TEXT BRACKETED]

Co-Chair Geen asked if the deletion of this [anguage from statute
woul d result in a discontinuation of refunds of |ess than $1, 000.

M. Staak responded that originally a "forced cash out" was nade to
t hose enpl oyees who woul d be "deferred vested". The af orenenti oned
| anguage is the result of an amendnent to statute that renoved the
cash out requirenent. The IRS code allows an enployer to cash out
an account of a small anmount to sinplify adm nistrative expenses
for the enployer. However, this |anguage had been inserted in
statute to accommbdat e those enpl oyees who work for short periods
of time, including |legislative enployees, to allowthemto retain
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their contribution account.

Co-Chair Geen understood that the funds in the contribution
account would remain and continue to increase if the enployee
returns to service.

M. Staak affirmed and added that the enployee would not need to
repurchase the service as indebtedness and pay additional interest.
The account would also earn interest while the enpl oyee was not in
servi ce.

Co-Chair Geen then asked about the term "actuarial adjustnent”
included in Sections 13, 19 and 28 of the commttee substitute, and
whet her the anended | anguage woul d be an i nprovenent over current
practice.

M. Staak replied that the State is required, under the IRS code,
to place a description of any reduced benefit in the plan documnent.
He exanpled a 50 percent joint survivor option for those nenbers
eligible for a full benefit. He informed that the Division
unsuccessfully argued with the IRS to relent this position, which
woul d have required approxi mately 40 pages of additional statutory
| anguage. Instead, the agencies agreed to allow the descriptions to
be provided for in regulations, given that regulations have
potentially the force of law in Al aska.

Senator Hoffman asked if the TRS and Judicial system require
changes as a result of the inclusion of VPSO enpl oyees in the PERS
program

M. Staak answered that all the changes in this |egislation are
required to conply with the I RS code.

AT EASE

Senat or Dyson supported the creation of a Tier IV |evel of State
enpl oynent, and asked if this would not occur at this tine.

MELANIE M LLHORN, Director, D vision of Retirenent and Benefits,
Departnment of Administration, affirmed such action is not included
in this |legislation.

Senat or Dyson asked when the Division anticipated a Tier 1V wuld
be establi shed.

Ms. MIlhorn replied that recomendati ons woul d be presented to the
| egi sl ature in February 2005.
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Co-Chair WIlken renoved his objection to the adoption of the
commttee substitute.

The commttee substitute, Version "I" was ADOPTED w thout
obj ecti on.

Senat or Bunde requested di scussion on the situation, which resulted
in the need for an appropriation of funds to the PERS and TRS
prograns. He commented on the magnitude of the problem

Co-Chair WIlken stated that the matter woul d be di scussed, although
not in conjunction with debate on this |egislation.

Senat or Bunde offered a notion to report CS SB 232, 23-GS1009\I,
from Commttee with individual recomendati ons and acconpanyi ng
fiscal note.

There was no objection and CS SB 232 (FIN) MOVED from Conmittee
with zero fiscal note #1 for "Various" departnents.

Co-Chair WIken spoke to nedia reports of earlier in the day
regarding the rates for PERS and TRS contri butions, as referenced
by Senator Bunde. Co-Chair WI ken requested Ms. MIIlhorn provide a
brief outline of the situation.

Ms. MIlhorn reported that on April 19, 2004, the PERS and TRS
boards of directors nmet in Anchorage and the PERS Board adopted a
five-percent rate increase, which would increase the average
enpl oyer contribution rate to 16.77 percent for FY 06. The TRS
Board recommended a five-percent increase, which would increase the
rate from16 percent for FY 05 to 21 percent for FY 06. She stated
the Division has calculated the costs to the State for FY 06 for
all PERS and TRS enpl oyees.

M. Staak furthered that the cost of the five percent increases for
both PERS and TRS would total an additional $109 nmillion in
contributions: approximately $79 million for PERS and $30 for TRS
enpl oyees. This is in addition to the $100 mllion cost for FY 05.
He indicated a spreadsheet would be nade available to detail this
i nformation.

Senator B. Stevens noted this amount reflects the mandatory
contribution rate and asked the anpbunt suggested as the
contribution rate.

Ms. MIlhorn replied that the anmount for PERS was 26 percent and
TRS was 38 percent.
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M. Staak pointed out the rate for TRS increased three-percent from
the recommended rate. The rate for PERS decreased "slightly".

Senat or Bunde clarified that once an enployee is included in the
retirenent system the courts have ruled their contributions could
not be changed. Therefore the entire anount of the increase nust be
borne by the State.

M. Staak affirmed this provision is established in the Al aska
Constitution and the enpl oyers essentially nust assune all of the
risk.

Senat or Bunde cal cul ated the State nust contribute approxi mately
$100 mllion this year and another $100 mllion the follow ng year.
He asked the nunber of years the increased contributions would be
required.

M. Staak responded that because the current rate is 16.77 percent
and the rates could increase to as high as 25 percent, another two
to three years of increases would occur wuntil the highest
percent age was reached. This would al so occur for the TRS program
for five to six years.

Senat or Bunde asked the inpact of early retirenment prograns and
whet her these woul d expand the State's debt.

M. Staak affirned.

Senator B. Stevens asked the percentage of the TRS contributions
made for State enpl oyees versus rmnunici pal enpl oyees.

M. Staak responded that approximately $22 mllion of PERS
contributions would be nunicipality obligations. He included TRS
enpl oyees and stated the total anpbunt would be approximately $38
mllion.

#HB123

CS FOR HOUSE BILL NO 123(FIN)

"An Act relating to the allocation of noney appropriated to
the Al aska Wbrkforce Investnent Board; and providing for an
effective date.”

This was the first hearing for this bill in the Senate Finance
Conmittee.
Co-Chair WIlken stated this bill, sponsored by Representative Carl
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Mbses "adds the Sout hwest Al aska Vocational and Education Center in
King Salmon to the roster of entities eligible to receive noney
under the technical vocational education program”

TIM BENI NTENDI, Staff to Representative Carl Mses, noted three
changes were nmade to the original version of the bill. One reflects
t he nane change fromthe Al aska Human Resources | nvestnent Counci
to the Al aska Workforce Investnent Board. The second change nekes
the effective date July 1, 2004, and the third change elim nated
the inclusion of the Bethel People's Learning Center contained in
the original version of the bill

M. Benintendi reiterated Co-Chair WIlken's statenent. M.
Beni ntendi added this woul d provide the Sout hwest Al aska Vocati ona
and Education Center (SWAVC) a four percent share of available
funds through the workforce devel opnment program thus reducing the
anount available to the University of Alaska to 59 percent. The
Uni versity of Al aska does not oppose this |egislation, which would
provi de $183,000 to SWAVC for operating expenses.

M. Benintendi infornmed this funding is generated from the one-
tenth of one percent assessnment collected from each enployee's
contribution to the unenpl oynent insurance fund for the techni cal
vocati onal education program within the Departnent of Labor and
Wor kf orce Devel opnent.

M. Benintendi assured this legislation would not require
addi ti onal general funds. The SWAVC would join the Gal ena Project
Education Vocational Center, the Kotzebue Technical Center, the
Al aska Vocational Technical Center and the University, in eligible
reci pients of these funds.

M. Benintendi stated the SWAVC is located in a region in which
econom c fisheries disasters have been declared in three of the
| ast ei ght years. An enphasis has been placed on retraining workers
fromfisheries related activities to other occupations that would
enhance enploynent. In the two-year operation of the Center, SWAVC
has provided services to over 900 area residents. The region is
"ripe with potential” for new oil and gas devel opnent as mani f ested
by the recent passage of SB 265 and SB 266. M ning opportunities
al so exist and denonstrate a need for skilled workers.

Senator Dyson asked about training for conmmercial operators
| icenses as referenced in the sponsor statement. He asked if this
pertains to truck drivers or vessel operators.

M. Benintendi replied the training is for truck drivers.
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Senat or Dyson then referenced conputer hardware training and asked
if software training would be avail abl e.

M. Benintendi understood the intent is to expand into the entire
i nformati on technol ogy field.

Senat or Dyson asked the training prograns currently offered.

Co-Chair WIlken directed Senator Dyson's attention to a report
listing the Center's m ssion statenent and hi ghlighting the current
activities and goals of the program[copy on file.]

Amendnent #1: This amendnent woul d restore | anguage in the original
version of the bill and woul d include the Bethel Yuut Elitnaurviat,
Inc. People's Learning Center as an eligible recipient of four
percent of the funding avail able through the technical vocational
education program

Senat or Hof f man noved for adoption and deferred to Ms. Vanasse to
speak to the notion

Co-Chair WI ken objected for an expl anati on.

JANELLE VANASSE, Yuut Elitnaurviat, Inc. People' s Learning Center,
testified via tel econference froman offnet |location in Bethel to
"di scuss the value of the amendnent”. She inforned that the Yukon-
Kuskokwi m regi on has been identified as the poorest in the State;
yet has great opportunity for workforce devel opnment. Despite high
poverty rates, jobs are available in the region, up to 300
positions at any tinme. The issue is that the |ocal residents do not
have the education and training to fill the higher wage jobs. To
address this, nine agencies, including the Al aska National Guard
and the | argest school district in the region, the Gty of Bethel,
the University of Alaska, and the Yukon-Kuskokwim Health
Corporation, and the Native corporations, have joined efforts to
provide training to the local workforce. This is inportant not only
for the quality of life of workers, but also for the economc
devel opnent of the region.

Ms. Vanasse assured that the training to be provided is in fields
identified as high priority and because jobs are available within
the region. She listed education and early chil dhood devel opnent,
construction trade, health care, and aviation. Local enployers who
are willing to invest in the training of |local workers drive this
project. This project would be sustainable and would utilize a
variety of funding sources. Once the facility is fully operational,
ni ne fundi ng sources woul d sustain operations.
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Ms. Vanasse stated the purpose of this legislation and this
anendnent is "investing in this as a nodel of the State.” The
comm ssi oners of the Departnent of Labor and Wrkforce Devel opnent,
the Departnent of Education and Early Developnent and the
Departnent of Community and Econom c Devel opnent have characterized
the Center as a valuable pilot project that should be invested in.

Ms. Vanasse reported that although the intent is to construct a new
facility, services are being provided currently. Prograns are being
devel oped and delivered utilizing any avail abl e | ocati ons. Because
of this ability, the Center is currently serving over 300 | ocal
resi dents.

Ms. Vanasse stressed that including the Center in the prograns
eligible for funding through the technical vocational education
program woul d be a "solid investnent in the State".

Senat or Bunde congratul ated the witness on the efforts nade with
this project. Many comunity colleges utilized the practice of
"storefront education” whereby classes were held at various
avai l abl e | ocations near the people in need of the training. He
asked if the facility were constructed whether the practice of
| ocating classes near the students woul d di sconti nue.

Ms. Vanasse replied that the opportunity to "nobilize training"
woul d remai n. However, only inadequately equipped facilities are
currently available for sone training such as nursing courses. The
new facility would have a nursing | aboratory equi pped with gurneys
and other necessary equipnent. Construction trades also require
"hands on" training that is not available in the classroons
currently used. She predicted that distance training would continue
with travel to the Center required only for those courses requiring
t he equi pped facilities.

Senat or Bunde understood the need for equipped facilities, but
cautioned that with the establishment of a centralized |ocation, it
becones nore convenient for the instructors to remain at that
| ocation rather than "reach out" to students.

Senat or Dyson surm sed that allocating funds to one or both of the
vocati onal technical education centers would result in |ess funding
avai l abl e for the University.

M. Benintendi responded that the funding would be received from
the University portion of the technical vocational education
program

Senat or Dyson asked the activities of the University that woul d not
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be funded if this |egislation were adopted.
M. Benintendi deferred to the University of Al aska.

PETE KELLY, Director, Governnent Relations, University of Al aska,
testified in support of this bill and the amendnent. The University
woul d accommodate the reductions to its budget. The University
supports the workforce devel opnent efforts in those areas affected
by this legislation, and the University supports delivery of
services to residents of those regions. This legislation is a
vi abl e method to acconplish this.

Co-Chair Geen qualified she did not support this |egislation. She
asked the status of the People's Learning Center and questioned the
ability for students to achieve certification wthout the
establ i shment of the Center.

Senator Hoffman replied that no structure currently exists and
deferred to Ms. Vanasse.

Ms. Vanasse responded that many organizations were already
attenpting to fill the "workforce devel opnent gap", but the results
would be limted. It was agreed that existing successful prograns
woul d be conbined into a new system The existing prograns are
continui ng and expandi ng, regardl ess that the new facility has yet
to be constructed.

Co-Chair G een wanted to know how the funding would be expended.
She pointed out that in many areas of the State, nursing assistance
and other vocational training is provided by the high schools as
part of the regular curriculum These prograns do not require a new
| earning center and those communities are not requesting additional
funding fromthe |l egislature to provide the sane services. She al so
was unsure why funding should be appropriated for a Center that
does not exist. She also wanted to know why the request is only for
FY 05 and FY 06.

M. Benintendi replied this is the cycle in which the allocations
are nade, once the appropriation has been granted. The
appropriation is made annually.

Co-Chair Green asked if the provisions of this legislation are
passed every two years.

Senator Kelly responded that this |egislation corresponds to the

| apse date of the original program established approxi mately four
years prior.
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Ms. Vanasse stressed the potential of the Bethel center to serve as
a nodel, particularly before the construction of a new facility.

SFC 04 # 101, Side B

Co-Chair WIlken renoved his objection to the adoption of the
amendnment with the understanding that the bill would not be
reported from Committee at this hearing. He expressed the
University should review the inpacts of the reduced funding.
Wt hout further objection Arendnent #1 was ADOPTED.
M. Benintendi commented that the sponsor supports the anmendnent.
Co-Chair WIlken ordered the bill HELD in Comm ttee.
#HB503

HOUSE BI LL NO. 503

"An Act relating to the tobacco product Master Settlenent
Agreenent; and providing for an effective date."

This was the first hearing for this bill in the Senate Finance
Commi ttee.
Co-Chair Wl ken stated this bill, sponsored by the House Fi nance

Commttee, "was drafted by the National Association of Attorneys
CGeneral and was unani nously supported by its nmenbership. It closes
a | oophol e that benefits tobacco manufacturers that are not covered
under the Master Settlenent Agreenent.”

TOM WRI GAT, Staff to Representative John Harris, reiterated Co-
Chair Wlken's statement. M. Wight noted that currently AS 45.53
requires all non-participating manufacturers to deposit a certain
anount of noney into an escrow account with the intent to "Il evel
the playing field'. The amount this year is two cents per cigarette
and every manufacturer of a cigarette deposits that anmbunt into an
escrow account.

M. Wight stated that the |oophole allows those who did not
participate in the Master Settlenment Agreenment, to w thdraw from
this escrow account, anything above their eligible share. A aska's
al l ocabl e share is about .34 percent. He referenced a spreadsheet
prepared by the Departnent of Law titled, "NPM Escrow Rel ease
Cal cul ations for hypothetical non participating manufacturer Cheap
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Snokes, Inc." [copy on file] detailing the consequences of this
| oophole. He denonstrated that regardless of the nunber of
cigarettes a non-participating manufacturer sells in Al aska, the
manuf acturer could nmaintain a balance in the escrow account of only
the amount of Alaska's allocable share, thus permtting the
manuf acturer to pay significantly less than the participating
manuf act urers.

M. Wight informed that this legislation would provide that
participating and non-participating manufacturers would both be
required to contribute the same anount to the escrow account.

M. Wight noted the bill is conprised of three sections, with the
provision that if the first section were found to be
unconstitutional, the |anguage of Section 2 would be inpl enented.
If the court determnes that neither section is valid, statute
woul d revert to existing |anguage.

M CHAEL BARNHI LL, Assistant Attorney General, Commercial/Fair
Busi ness Section, Cvil D vision, Departnent of Law, added that
simlar legislation has been enacted in at |east 29 states. The
purpose is to close the | oophole unintentionally created when the
statute was first adopted in 1999. The | oophole was the result of
an assunption that non-participati ng manufacturers' sales woul d be
in all states and therefore the relative percentage of sales in al
states would mmc the allocable share. This has not proved true
and non-participating manufacturers are selling to "niche markets"”
in a few states and thus the market share in each state is
significantly higher than the all ocable share.

Senat or Dyson understood from the sponsor statenent that this
| egislation would only apply to cigarette. He asked if it would
apply to other tobacco products as well.

M. Barnhill responded that the Master Settlenment Agreenent applies
only to cigarettes.

Co-Chair Wl ken ordered the bill HELD in Conmittee.
#SB376
CS FOR SENATE BI LL NO. 376( HES)

"An Act relating to public assistance and subpoena powers; and
relating to the permanent fund dividend and subpoena powers."

This was the first hearing for this bill in the Senate Finance
Conmittee.
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Co-Chair WIlken stated this bill, sponsored by the Senate Health,
Education and Soci al Services Conmittee, "aut horizes the
commi ssioners of the Departnent of Health and Social Services and
the Departnment of Revenue to issue subpoenas to conpel the
production of records needed to investigate cases of suspected
fraud."

JASON HOCOLEY, Staff to Senator Dyson, stated this |egislation would
assist the Departnent of Health and Social Services and the
Department of Revenue to "conmbat fraud". Currently when public
assi stance fraud or permanent fund dividend fraud is suspected, the
departnents typically request addi ti onal docunentation or
information fromthe applicants. However, these requests are often
unheeded or ignored. The departnents nust then engage the judicial
system to acquire subpoenas to obtain the information from the
applicants to determne eligibility. Engaging the judicial system
is tinme consumng and expensive in the use of State resources.
Al'l owi ng these departnents to acquire subpoenas woul d enable the
State to nore efficiently conbat fraud and subsequently serve the
peopl e of Al aska.

Senator O son asked the nunber of cases of suspected fraud of
publ i c assistance benefits occur annually.

M. Hooley deferred to the Departnent of Health and Soci al
Servi ces.

TONY LOVBARDO, Director, Division of Public Assistance, Departnent
of Health and Social Services, testified via teleconference from
Anchorage to introduce M. Marley.

JAY MARLEY, Program Manager, Fraud Control Unit, D vision of Public
Assi stance, Departnent of Health and Social Services, testified via
tel econference from Anchorage told of two types of cases the
Di vision tracks: applicant fraud and recipient fraud. The Division
attenpts to stop applicant fraud before benefits are distributed.
Last year, the Division investigated 595 applicant fraud cases and
698 recipient fraud cases.

Senator O son asked the nunber of these investigations would
requi re subpoena power.

M. Marley replied the nunber varies and averages one-quarter of
the nunber of investigations. The subpoenas are not necessarily
issued to recipients or applicants, but rather to enpl oyers, banks,
and other institutions that would have information regarding the
applicants and recipients' enploynment and financial status.
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Co-Chair Geen offered a notion to report the bill from Conmmttee
with individual recommendati ons and acconpanyi ng fiscal notes.

There was no objection and CS SB 376 (HES) MOVED from Conm ttee
with fiscal note #1 for $5,500 and fiscal note #2 for -$25,100 from
the Departnent of Health and Social Services and a new zero fisca
note dated 4/21/04 fromthe Departnent of Revenue.

#SB371

CS FOR SENATE BILL NO 371(TRA)

"An Act relating to the powers and duties of the Departnent of
Transportation and Public Facilities; relating to a | ong-range
program for highway construction and nmaintenance; and
providing for an effective date."

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

Co-Chair WIlken stated this bill sponsored by the Senate State
Affairs Commttee, "relates to the powers and duties of the
Departnment of Transportation and Public Facilities. It affirns the
validity of the current Departnent's planning process.”" He noted
the provisions of the legislation would be retroactive to 1977.

AT EASE

JEFF OTTESQN, Director, D vision of Program Devel oprment, Depart nent
of Transportation and Public Facilities, testified this |egislation
is "vitally inportant to both the Departnment and to the State.” It
has been discovered through a lawsuit, that the Departnment mnust
undertake a consideration of costs and benefits at the tine of
project selection for the <capital budget in the Statew de
Transportation I nprovenent Program (STIP). This has not been done
for a significant nunber of projects and all such projects
currently underway are at risk

M. Qteson furthered that undertaki ng cost and benefit anal yses at
the time a project is under consideration for inclusion in the
capital budget would not always be wuseful. This would not be
meani ngful information to decision makers for several classes of
projects, or would incur such costs as to be overwhelmng to the
proj ect.

M. Qteson outlined Section 1 reflects | anguage reconmended by the
Department of Law as necessary to instruct the court that the
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current project involved in litigation should be allowed to
proceed. Section 4 has been the nost w dely discussed substance of
the bill and pertains to the consideration of cost and benefits for
new transportation projects and facilities. The |anguage in statute
was codified from admnistrative code in 1977 and has never
undergone the |egislative process. Section 6 stipulates the new
provi sions would be retroactive to 1977. This would allow any
project underway to be covered by the anmended statute, sone of
whi ch actually are 30 years old, including the Cooper River Project
on the Sterling H ghway.

M. Oteson stressed the inportance of this legislation to the
I I'li amma/ Nondal t on project, which has been underway since 1975 and
is nearly conplete. The key portion of the project is the
construction of a bridge across the Newhalen River. This
l egislation is inportant to address other projects that could be
simlarly litigated. Environnental organizations have indicated
using the existing statute to halt other projects. He warned that
this woul d be easily acconplished for these groups were the statute
not changed.

M. Oteson conpared the stoppage of the project at the Pogo M ne
to the potential existing for projects with the existing statute.
The Pogo M ne project obtained all permts and was underway, unti
the project was halted due to conplications in federal law. State
statute could not address the Pogo Mne issues, but this
| egi sl ati on could prevent such occurrences for State projects.

SENATOR GARY STEVENS informed that Governor Walter H ckel signed an
executive order in 1977 establishing the Al aska Transportation
Council and stipulated that no project could be undertaken w thout
review and approval by the Council. However, the Governor never
appoi nted nenbers to this Council and adherence to the approva
requi renent was overl ooked. The existing statute should be anended
to avoid future lawsuits and to prevent further delays with the
I'I'li acTma/ Nondal t on proj ect.

JEFF PARKER, Attorney, testified via tel econference from Anchorage
and indicated he is the attorney to the plaintiffs of the
[I'lianmma/ Nondalton litigation, Bob Glliam|[spelling not verified]
and Trout Unlimted. M. Parker recomended the bill be held in
Conmittee. The requirenent of cost benefit analyses relate directly
to fiscal issues. If the ability to undertake cost benefit anal yses
for new transportation nodes and facilities is underm ned, the
| egi sl ature would "put fiscal resources of this State at risk"
because projects woul d be constructed that are not cost effective
and woul d therefore not be maintained. The cost benefit requirenent
does not apply to inprovenments or repairs to existing
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transportation projects and facilities. Cost benefit anal yses allow
the legislature to make reasonable decisions about the nost
effective use of fiscal resources. Absent this requirenent,
projects becone "political horse trading" because no other
objective criterion is inposed in statute to facilitate deci sions.
Exi sting statute does not prohibit the undertaking of certain
projects that do not have a favorable cost benefit ratio.

M. Parker infornmed that the litigation over the Illiama/Nondalton
proj ect arose because it was one of two projects included in the
Sout hwest Regional Transportation Plan in which the Departnent
decided "on the record” to not conduct a cost benefit analysis.
Al though M. Oteson warns that all transportation projects are at
ri sk without the adoption of this |egislation, M. Parker countered
that cost benefit anal yses were conducted for all other projects
and are therefore not subject to the provisions of current statute.

Co- Chai r Wl ken asked M. Oteson the threat to the
[1linois/Barnett Street Connector bridge project |ocated in
Fai rbanks if this legislation were not adopted.

M. Oteson surmsed it would be, along with many of the projects
included in the bond package approved by voters in the |ast
statewi de general election. He listed the North Pol e interchange, C
Street extension, Donlin Creek Mne project, as exanples. Cost
benefit anal yses could be conducted for each of these projects,
al though only at significant expense. A cost benefit analysis was
recently conpleted for a Naknek River bridge project at a cost of
$185, 000 and six nonths of time. An analysis is underway for the
I'lli amma/ Nondal ton project with a projected cost of $55,000 for the
consultants alone. In both instances, the analysis confirnmed the
Department's assessnent that the projects are legitimate.

M. Parker countered that this legislation "creates a greater
| i kel i hood of projects getting into the ten year tine track". He
defined the "ten-year time track”™ as a provision of federal |aw
that stipulates that if federal funds are expended on a project for
pl anni ng, design or other activities, and the project does not
reach construction within ten years, the State is potentially
liable to refund the federal funds. The STIP includes approxi mately
60 projects within the ten-year tine track and invol ve hundreds of
mllions of dollars of federal funding.

M. Parker contended that the nore options to facilitate making
better-informed decisions that are elimnated, the greater the
| i kel i hood that "nmere politics" would nove a project forward. As
"nore reasoned" decision-nmaking is inplenented |ater, these
projects are "put on the back burner”. This is the situation that
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occurred with the 1Illiama/Nondalton project. He stated that
project is not near conpletion, as attested to by M. Oteson and
he spoke of the high cost and political notivation behind the
proj ect.

Co-Chair G een offered a notion to report the bill from Commttee
with individual recommendati ons and acconpanyi ng fiscal note.

There was no objection and CS SB 371 (TRA) MOVED from Committee
with zero fiscal note #1 fromthe Departnent of Transportation and
Public Facilities.

#SB302

CS FOR SENATE BI LL NO. 302(JUD)

"An Act relating to the authority to take oaths, affirmations,
and acknow edgnents in the state, to notarizations, to
verifications, to acknow edgnents, to fees for issuing
certificates with the seal of the state affixed, and to
notaries public; and providing for an effective date.”

This was the first hearing for this bill in the Senate Finance
Conmittee.
Co-Chair WIlken stated this bill, sponsored by the Senate Rul es

Comm ttee by request of the Governor, "conprehensively updates AS
44.50, the chapter that governs notary publics. The last tinme we
did this was in 1961."

SCOTT CLARK, Notary Commission Admnistrator, Ofice of the
Li eutenant Governor, deferred to Ms. Kreitzer to present the bill.

ANNETTE KREI TZER, Chief of Staff, Ofice of the Lieutenant
Covernor, testified via teleconference froman off net location in
Anchorage, and referenced a table titled, "Notary Statute
Conparison - CS SB 302 (JUD)" [copy on file], which denonstrates
the current requirenents and the proposed changes. Upon revi ew of
the current procedures, potential inprovenents were identified.

Ms. Kreitzer noted the change of the m nimum age requirenent from
19 years to 18 years. This is to accommodate the significant nunber
of banking clerks who are 18 years of age and require notary
authority.

M. Kreitzer stated that the residency requirenment would change to

be consistent with the general residency statute AS 01.10.055. It
was al so discovered that felons are not currently restricted from
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becom ng notaries and this legislation would stipulate that
applicants may not be convicted or incarcerated felons within ten
years of application. The original version of the bill would have
i nposed a zero tol erance and woul d have prohibited all felons from
obtaining notary authorization. However, statistics denonstrate
that nost felons who have not re-offended within ten years are
likely to remain lawful citizens, and the bill was anmended to all ow
for those felons to beconme notary publics.

Ms. Kreitzer noted the terns would renmain unchanged with the
exception of Limted CGovernnental Notaries Public, which would
remain active until term nation of enploynment in the governnenta
capacity that necessitates the notary authority.

Ms. Kreitzer told of the proposed increase in the price from$2 to
$5 for each notary public certificate issued by the Ofice of the
Li eutenant Governor to reflect increased postage and printing
expenses. The Notary Bond requirenent would remain unchanged at
$1,000, although Limted Governnental Notaries would no |onger
require the bond because the governnental entities are self-
i nsur ed.

Ms. Kreitzer explained that Limted Governnental Notaries Public
are currently restricted to providing notary services only in the
capacity of their enploynent unless they purchase a separate public
comm ssion. This legislation would allow the Limted Governnent al
Notaries Public to performnotary services independently as well.

Ms. Kreitzer infornmed that currently the Admnistrative Procedure
Act nust be invoked to review all conplaints against notaries,
regardl ess of the seriousness of the allegations. The House Fi nance
Committee is considering legislation that would consolidate the
appeal s processes of many State agencies to a centralized hearing
of ficer. A proposed anendnment to SB 302 woul d i nclude notary public
activities in the centralized appeal s process.

Ms. Kreitzer reported that inprovenents would be nmade to the web
site detailing the | ocations of notary publics available to provide
notary services. Additional information would be gathered from
notary publics, including e-mail addresses and phone nunbers that
would not be made public but would assist the Ofice of the
Li eut enant Governor in maintaining current contact information.

Senat or Dyson asked if this legislation only pertains to notary
publics.

Ms. Kreitzer responded that Section 1 of the bill provides that the
presiding officers of the House of Representative and the Senate
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woul d becone notary publics upon appointnent to those positions.
This is necessary because an official nust be a notary public to
adm ni ster an oath of office, which is done to swear in persons
appointed to fill vacant |egislative seats.

Senat or Dyson told of allegations that seated |egislatures were not
"validly serving" because they had not taken the oath of office
under the "proper [State] seal"” and had not spoken the correct
| anguage in taking the oath. He asked if this issue would be
addr essed.

Ms. Kreitzer had heard simlar conpliant and replied that this
situation would be corrected with the | anguage in Section 1.

Amendnent #1: This conceptual anmendnent inserts a new bill section
on page 16, following line 25 to read as foll ows.

Sec. 12. AS 44.50.068(e) is repealed and reenacted to read:

(e) If the lieutenant governor finds that fornal
disciplinary action nmay be warranted, the |ieutenant governor
shall refer the matter to the office of admnistrative

hearings for a hearing.

Thi s anendnment al so inserts new bill sections on page 18, foll ow ng
line 8 to read as foll ows.

Sec. 18. The uncodified | aw of the State of Al aska is anended
by adding a new section to read:

CONDI TI ONAL EFFECT. Section 12 of this Act takes effect
only if a bill is passed by the Second Session of the Twenty-
Third Alaska State Legislature, and enacted into |aw, that
establ i shes procedures for admnistrative hearings conducted
by an office of admi nistrative hearings in the Departnent of
Adm ni strati on.

Sec. 19. If sec. 12 of this Act takes effect under sec. 18 of
this Act, it takes effect on the effective date of the
provi sions described in sec. 18 of this Act.

Co-Chair WI ken noved for adoption.

Senat or Dyson obj ected for di scussion purposes.

Ms. Kreitzer noted the conceptual anmendnent would allow the
D vision of Legal and Research Services to nmake techni cal changes
where necessary. The | anguage of this amendnent pertains to SB 203.

If SB 203 does not pass, existing statute is retained, that
provides that the |ieutenant governor determ nes whether sufficient
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evi dence exists for a conplaint to proceed.

Senator Dyson surm sed that the O fice of the Lieutenant Governor
and the O fice of the Governor do not oppose this anmendnent.

Ms. Kreitzer affirnmed.
Senat or Dyson renoved his objection and the anmendnent was ADOPTED.

Senator Bunde relayed concerns that all conm ssioners and
appoi ntees do not take an oath of office.

Ms. Kreitzer was unsure of the concern, as all comm ssioners are
required to take the oath.

Senator Bunde clarified that State appointees to the federal
Subsi stence Board do not take an oath promsing to uphold the
Al aska Constitution. If this oath were taken, those appointees
woul d be wunable to make allocations of fish and wldlife for
subsi st ence users.

Ms. Kreitzer responded that this bill would not address that
si tuation.

Amendnent #2: This conceptual amendnent woul d insert |anguage in
Section 4, anending AS 09.63.090. Certificate of acknow edgnent.,
and Section 5, anending AS 09.63.100. Forns of acknow edgnent., on
page 3, line 1 through page 7, line 3, relating to limted
liability partnerships to reflect |anguage included in HB 439.

Ms. Kreitzer proposed this amendnent to align this legislation to
its conmpanion bill in the House of Representatives. It was

di scovered that this legislation would not pertain to |limted
liability partnerships. This is "housekeepi ng | anguage".

SFC 04 # 102, Side A

Co-Chair WI ken noved for adoption.

W t hout objection the anendnment was ADOPTED.

Co-Chair Green offered a notion to report CS SB 302 (JUD), as
anmended, from Conmttee wth individual recomendations and
acconpanyi ng fiscal note.

There was no objection and CS SB 302 (FIN) MOVED from Conmittee
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with zero fiscal note #1.

Co- Chair Green spoke to public coments on conplications caused by
provisions in the FY 04 suppl enental budget. She announced she has
been communicating wwth the Ofice of the Governor and Departnent
of Health and Social Services to achieve an "interimsolution” to
this "anomaly" to ensure that assisted living and health care
provi ders and ot her vendors receive paynent w thout del ay.

#

ADJ QURNIVENT

Co-Chair Gary WI ken adj ourned the neeting.
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